




ECONOMIC 

AND 


OLITICAL 


eksha Trust Publication 



« PRIVATISATION OF HIGHER 
EDUCATION: FINANCIAL 

ASPECTS n GENDER-RELATED 

DEVELOPMENT INDEX FOR 
INDIAN STATES 

* FISHING IN TAWA RESERVOIR: 

ADIVASIS’ STRUGGLE 

» ON ELECTION-EVE: INDIAN 
POLITICS AT CROSSROADS 

ft NDIAN COMMUNISM: HEGEMONY 
AND COUNTER-HEGEMONY 

» FARCE OF RESCUING MUMBAI’S 
‘CHILD SEX WORKERS’ 

1 NUTRITIONAL STATUS OF 
SLUM CHILDREN 

# FINANCE CAPITAL AND MAKING 
e OF NEXT CENTURY 

|R RUSSIA: 20TH PARTY 
CONGRESS IN RETROSPECT 






/ he new Indian woman. You see her 
in the role of a housewife, a mother, 
a friend, a supporter, a career woman. 
She cherishes the values of the past, 
and has emerged strong, confident, 
resourceful. Able to meet the 
challenges that life has in store. 

For such a woman, UTI has created 
Crihalakshmi. 

It offers her that little extra... 
economic independence when 
she needs it. 
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FOR THE 


EMERGING 

WOMAN 

OF TODAY 


HIGHLIGHTS 

• Minimum investment of Rs 5000 and in 
multiples of Rs 1000 thereafter No upper limit 

• Any individual or HUF can invest m favour of 
a female above 18 years Also any female 
individual above 18 years of age can invest for 
herself. 

• Annual dividend from 2nd year onwards 

• Withdrawal allowed anytime after three years 
at NAV'based repurchase price 

• Scope for capital appreciation 

• Income from this plan en)oy$ tax benefit up to 
Rs 13,000/< under overall limit of section 80 L. 
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• Normal gift tax exemption up to Rs 30,000 
and up to Rs 1 lakh if gifted to a dependant 
female at the time of her marriage. 

• Deduction of tax at source from dividend, 
income as per the Finance Act 1995. 



UNIT TRUST OF INDIA 

For your better tomorrow 


All investments in mutual funds and securities are subject to market risks and the NAV of schemes may go up or down depending upon the factors 
forces affecting securities market tat performance Is not necessarily indicative of future results. Crihalakshmi Unit Plan is only the name of the Plan 
doe not in any maimer Mcam either the quality of the Plan, its future prospects or returns. There can be no assurance that the Plan's objective w8 
achieved. Please read the Offer Document before investing. 
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While the UNDP’s gender-related development index (GDI) may not 
capture all dimensions of gender inequality, it can be usefully applied 
to assess gender-related development across the country. A 
computation of the GDI for 16 Indian states 887 

Where Is the Left Alternative? 

In the contemporary political scenario of sectarian strife and 
violence, a Left alternative with its pacifist appeal would seem to 
have possibilities And yet the Communist Paity in its many 
incarnations has not been able to strike roots and grow even as a 
parliamentary, social democratic movement. An assessment of 
the lost potential. 901 

New Class 

The 21st century came a little early, in December 1994, when the 
Mexican peso had a melt-down. A new class had entered the arena - 
a class of rentiers with a worldwide sweep who have almost erased 
all bo indaries of politics, geography, ethnicity, culture and 
civilisation. 880 


Forty Years After 

The 20th Paity Congress of the 
Communist Party ul the Soviet 
Union 40 years ago saw an epoch- 
making event the beginning of 
the dcmystification of Stalin 
The supposedly resurgent 
communists in Russia marked 
the anniversary of the Congress 
by seeking to rehabilitate 
Stalin and denouncing 
the Congress _K74 

End of Democracy? 

On the eve of the general 
elections, is authoritarianism — 
in terms of state form — one 
of the possible political choice* 
before the classes in power 
for managing the 

econom y and society'* _861 

Funding Education 


Underfed Children 

Anthropometric data on childtcn 
aged five and below in a resettled’ 
slum m Mumbai show an appallingly 
high proportion of malnourished 
children especially g’rls. Systemic 
public action is required to 
change the situation. 896 

Forever Displaced 

The Tjwa dam in Hoshangabad 
district of Madhya Pradesh 
displaced 41 adivasi villages in 
1975. What is the economic and 
social situation of the 
displaced today 0 870 

Unreason 

In its fetish about individualism, 
the economic philosophy of 
contemporary neo-classical 
economists can only he described 
as a ‘crime of unreason’ 859 
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Privatisation of higher 
education essentially means 
increasing reliance on private 
sources of educational finance 
in place of ever-increasing 
government subsidies. Cost 
recovery thus becomes a major 
instrument of privatisation 
of education. 866 


‘Rescued Minors' 

In the recent drive in Mumbai to 
rescue ‘child sex workers’, the 
‘rescued minors’ are being 
subjected to a great deal of trauma 
and no one, not even the welfare 
department is really concerned 
about their care. 873 





LETTERS TO EDITOR 


Hawala Politics 

SUMAN SAHAI in her article "Hawala 
Politics: A Congress Legacy" (February 3) 
correctly observes that '"disillusionment of 
the people with politicians and politics is at 
an all-time high”. According to Sahai, “the 
nature of financial contributions changed 
from voluntary donation in white money to 
extortion and black money”. Sahai tries to 
explain that "the increasing political 
competition and the shrinking mass base of 
the Congress along with the other factors led 
to wholesale corruption and criminalisation 
of the political process”. In the same breath 
she says, “the denial of funds to the 
opposition, its reacting with street level 
politics, the rising Backward Class mili¬ 
tancy and spurious political issues like 
Hindutva sharpened the climate of 
confrontation”. If Sahai is trying to prove 
that there is a shrinkage of the 'kilty' with 
industrialists who are faced with many 
political parties to fund, then state funding 
of elections is aimed at resolving this problem 
faced by our 'poor' industrialists. If Sahai 
is explaining the degradation of bourgeois 
politics as an outcome of election fund 
constraints, then it gives false hope that 
political parties with state funding will take 
up and resolve the major problems of 
unemployment, poverty, health care, etc. In 
her own example of Germany, with state 
funding of elections, social welfare is 
undergoing a cutback and unemployment is 
rising, along with so-called 'spurious issues’, 
such as neonazism and increasing attacks 
on immigrants. For Sahai, politics stands 
separate and above the social and economic 
institutions of today and thus can be treated 
through reform of the electoral process. Sahai 
forgets that it is precisely the inability of the 
political parlies (social democrats and right- 
wing ones) m the present age of moribund 
capitalism to resolve the basic needs and 
aspirations of the people that gives rise to 
the so called ‘diversionary issues' such as 
Hindutva and 'hawala politics' is its logical 
outcome. Hawala politics therefore should 
not be seen as a legacy of the Congress or 
any particular political party. 

Sahai reduces the whole question of the 
decline of bourgeois democracy to one of 
its mismanagement. This trend is visible 
among many a well meaning but confused 
intellectual of today. There are others who 
deliberately choose to be ignorant. And so 
we find them in hordes at the service of the 
ruling class, suggesting solutions/reforms 
where none exist and coming up with those 
that serve theruling class ultimately. Calling 
for reform of the electoral process through 
state funding for elections, Sahai warns that 
“the democratic process itself could be 
seriously threatened”. Instead of showing 
that the process of criminalisation and 
corruption of politics is but a logical outcome 
of bourgeois democracy, as is evident in the 
corruption scandals rocking the presidents 


of developed countries like Japan, Sahai's 
call for electoral reform creates yet another 
illusion for the people for whom 'hawala 
politics' on the eve of the 1996 general 
elections has given a peep into the substance 
of the functioning of bourgeois democracy. 

What needs to be highlighted is that none 
of the national parties collects funds from 
the public, no fund collection drives are 
undertaken by these parties among the public. 
Funding com?s from the corporate sector 
and is in black money. In return for these 
funds, corporate business houses gain favours 
in terms of lax concessions, contracts and 
deals. The political parlies receiving such 
funds, in black, take recourse to 'hawala' 
deals for managing the vast sums of money 
that cannot be deposited in the Indian banks 
without showing the sources. It is seldom 
that bourgeois democracy stands so exposed. 
The Vohra Committee, in 1995, had exposed 
the politician-bureaucrat nexus. The 'hawala' 
scandal has placed the vital missing link - 
the source of the money being the corporate 
sector and the conversion of this black money 
through 'htiwala*. The question remains, 
how long c in the people be misled by calls 
for saving bourgeois democracy when the 
'hawala' scandal has shown that capitalism 
has had its day. 

Dhmnder Singh 

Delhi 

Weavers’ Woes 

V 

THE Planning Commission has constituted 
a high-powered committee under the 
chairpersons!)!p of Meera Sclh to review 
the performance of the handloom industry 
m the decade since the 1985 Textile Policy 
was adopted. This committee assumes 
significance lor its appraisal would have a 


bearing on the formulation of the 
textile policy as well as on the next five- 
year plan priorities. 

The visit of the committee to Ahdhra 
Pradesh on March 27-28assumed importance 
against the background of serious periodic 
crises leading to the suicides and starvation 
deaths among the handloom weavers in thl 
state. In spite of the seriousness and the ] 
public importance of the visit, it was not 
given due publicity. As a result, a number I 
of organisations interested in the handloom 
question could not represent their points 
of view; the committee, in turn, lost an. 
opportunity to record suggestions that j 
could perhaps have been of some help in 
evolving alternative polidy prescriptions. 
Needless to say, it is the weaver who is be 
the loser. It is sad to note that the com¬ 
mittee arrived unannounced and left almost 
unnoticed. 

What is even more baffling is the cor.1 
mittee’s selection of Pochampally, a rela 
lively prosperous centre in Nalgonda district 
less than an hour's drive front the city u 
Hyderabad, for a visit, ignoring centres liki 
Chiral a and Mangalagiri where suicide am 
starvation deaths occurred in 1988-89 an 
1991 and where the crisis continues to li 
acute. 

Since the committee is going into an issi 
of utmost public policy significance an 
with a bearing on the talc of lakhs < 
handloom weavers throughout the leng 
and breadth ot the country, wide publici 
should be given to it especially through t! 
vernacular press, so that the weave* s wort 
• ing m the different systems with diffciiv 
kinds of problems get a lair chance k 
represent themselves and present alternate 
policy suggestions 

K Srinivamm 
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More of the Same 

I N his statement setting out the monetary policy for 1996-97 
in general and for the first half of the year in particular, the 
RBI governor has made a laboured attempt to explain the 
developments in 1995-96 which he describes as “unusual thus 
far in Indian monetary experience*'. Unusual or not, these 
developments certainly served to expose the problems with 
the monetary authority's current policy framework. With so 
many factors - supply side undercurrents, price regulation, 
external sector Hows, the fiscal stance and demand management 
policies - in operation, it is usually difficult to disentangle the 
harm caused by financial and monetary policies in temis of 
lost real sector growth opportunities. In this sense the 1995-96 
experience has been unusual because many of the ill-effects of 
these policies have stood out conspicuously. There have been 
distinct signs of deceleration of industrial growth because of 
acute shortage of liquidity and high interest rales which have 
begun to jeopardise the viability of many large projects in 
public and private sectors alike. What has been dear also is 
that because of these repercussions, the RBI has been loveed 
to act contrary to its own precepts in a variety of way s: making 
available large credit to the government and the banking 
system, reducing the cash reserve ratio (CRR) and intervening 
in the money and the foreign exchange markets. 

These developments should have led to some rethinking by 
the RBI and some fresh policy initiatives. True, there is a 
grudging recognition at last that inflation is not a purely 
monetary phenomenon, that growth and its composition have 
an important impact on prices. But this belated dawning of 
widsom is hardly reflected in the official perspective on 
monetary developments and the policy measures just 
announced. What we have instead is more of the same 
conventional stuff. The merits of assessments of monetary 
and credit developments based on data altcrnati vely for March 
31 and the last Friday and the last reporting Friday of the 
financial year are discussed at length and some fortnightly 
comparisons arc preferred to some others, as though such 
ratiocination could unravel the fundamental problem of 
' liquidity shortage facing the productive sectors for a prolonged 
period. As per the RBI’s preferred comparisons, M, growth in 
1995-96 was 14.8 per cent against 17.7 per cent in 1994-95, 
but the money multiplier was higher at 4.6 compared to 2.5 per 
cent in the previous year. Reserve money growth was drastically 
curtailed from 22.7 percent in 1994-95 to 9.8 per cent in 1995- 
96, essentially because of the reduction of CRR by Rs 7,525 
crore against an increase by Rs 5,405 crore in the previous 
year, with adjusted reserve money rising by Rs 24,041 crore 
and Rs 25,746 crore respectively. What do these numbers 
mean in terms of the RBI’s so-called monetary targets? The 
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M, growth of 14.8 per cent, claimed to be close to the target, 
of 15.5 per cent, cannot be said to reflect anything more than 
the inertia of monetary numbers. The target had been set to 
match a GDP growth of 5.5 per cent and an inflation rate of 8 
per cent. It was also predicated on the creation of ad hoes not 
exceeding the budget deficit of Rs 5,000 crore, a moderation 
of net RBI credit to the central government and a modest 
increase in net foreign exchange assets (NFA). What has 
actually happened bears little relationship to these targets. Net 
RBI credit to the centre has been phenomenally high at 
Rs 18,725 crore against Rs 2,641 crore in the previous year. 
The use of ad hoes too has been well in excess of the targeted 
amount. And NFA have registered a significant decline. (The 
statement that NFA rose by Rs 4,770 crore but declined in 
dollar terms is wrong; NFA net of valuation changes would 
have had a contractionary influence on reserve money and 
money supply even in rupee terms.) All the same there was a 
very large expansion of currency with the public in 1995-96. 

If the forced recognition of the role of structural factors in 
inflation is not reflected in the RBI's analysis of monetary 
developments, the similarly forced acceptance of the need to 
intervene in the monetary and foreign exchange markets and 
to augment liquidity in the system has made little difference 
to monetary and credit policies. Till the announcement of its 
mid-year credit policy towards the end of September last year, 
the RBI had maintained that there was in fact no credit 
stringency. Thereafter, through successive reductions, the 
RBI has brought down the CRR to 13 per cent, lowering 
banks' reserve requirements by about Rs 12,725 crore, and 
provided additional refinance of Rs 2,360 crore against 
government securities. These measures should eventually 
produce a sizeable liquidity growth unless the contraction of 
liquidity due to loss of foreign exchange reserves gets 
accentuated. But considering that the growth of nomfood 
credit has been anyway sizeable in the past two years, what 
was called for was a fresh focus on the sectoral distribution of 
credit, if necessary with some sector-specific refinance 
programmes. Of this there is no sign. 

Instead for 1996-97 as well the same ritual of a projection 
of 15.5-16 per cent growth in M, consistent with 6 per cent 
growth in GDP and 6 per cent inflation has been performed. 
Corresponding to this M, growth, the working estimate of 
aggregate deposits of scheduled commercial banks is placed 
at Rs 68,000 crore (or 16 per cent) as against the working 
estimate of Rs 65,000crore (17 per cent) or the possible actual 
of only Rs 50,000 crore (12.9 per cent). Due to reduced 
domestic saving, even the latter achievement has been as a 
result of the injection of liquidity by the RBI; the financial 


851 


system is craving for foreign inflows. The 
RB! has once again refused to face the facts: 
that money is not neutral to output and 
employment growth, that money supply 
adjusts to prices, that money is largely 
endogenous in character and, above all, that 
it is not the total volume of credit (which 
expanded significantly in 1995-96) but its 
distribution that matters. Otherwise it would 
have recognised the need to balance the 
welfare loss to the poor as a result of inflation 
(which is emphasised) against the welfare 
loss from reduced growth of output and 
employment. 

The lessons of the monetary developsments 
of 1995-96 are, however, crystal clear. Instead 
of relying on moral suasion to get banks to 
desist from charging their borrowers usurious 
rates of interest, a ceiling should have been 
prescribed on the lending rates of banks and 
financial institutions. Likewise, ceilings were 
called for on short-term money market rates 
to avoid the chaotic situation that has obtained 
and, more importantly, to deny foreign 
exchange dealers the scandalous arbitraging 
opportunities they have been offered on a 
platter. Again, the charging of market-related 
rates of interest on government securities has 
made no difference to the government's 
overwhelming reliance on market borrowings 
and it is imperative to reverse course and 
return to rational rates on government debt 
commensurate with its sovereign character 
and risklessncss. So much for interest 
rates. The other set of measures called for is 
the enforcement of priorities in credit 
distribution among the productive sectors of 
the economy. The focus of monetary policy 
has to shift from aimless monetary targeting 
to targeting of domestic credit and its 
distribution. 

JUDICIARY 

Powerless against the 
Powerful 

HOW judicial activism can be rendered 
iniructuous by official ‘passivism’ is best 
illustrated by the continuing tug-of-war 
between the apex court and the three 
government investigating agencies on taking 
action against the powerful Chandraswami 
Despite repeated reminders ami warnings by 
the Supreme Court, neither of the three - the 
revenue department, the CBl and the Delhi 
police - has cared to complete investigations 
and bring about the arrest of the godman who 
has acquired international notoriety and 
against whom several criminal charges have 
been pending for years. The Revenue 
Secretary, whose department is dealing with 
PER A cases against Chandraswami involving 
crores ofull^, told the Supreme Court that 
the lattef SWtild not expect him to “achieve 


miracles" and that quick action against him 
"will not be possible" even if the judges 
wanted it. The CBI told the court that the 
reasons for the delay in completing 
investigations could be revealed only in an 
‘in camera' hearing. 

That the CBI is deliberately dragging its 
feet is a suspicion that is shared not only by 
the Supreme Court, but also by former CBI 
sleuths who had worked on the Chandra¬ 
swami case. The apex court has commented 
on the investigating agencies' delay by 
observing that those with the right con¬ 
nections could gel away with anything. An 
ex-joint director of CBI. N K Singh, who 
started investigations against Chandraswami 
in May 1990, but was transferred in March 
1991, just when the investigation reached a 
crucial stage, claims that had the case been 
allowed to proceed without interruptions, 
Chandraswami could have been put in the 
dock within six months from then. 

But however much the honourable judges 
may fret at every hearing about the dilatory 
tactics of official agencies, there is little that 
they can do to make them act. It is not as if the 
CBI and the police have become completely 
dysfunctional. At the drop of a hat, and 
without any evidence whatsoever, they arrest 
ordinary citizens on suspicion of terrorist 
activities or espionage. But when it comes to 
people like Chandraswami, they hum and 
haw and come up with the excuse of facing 
“extraordinary difficulties" in collecting 
evidence against hun. 

Even when such powerful politicians are 
arrested the authorities see to it that they are 
released soon A classic instance of how a 
court can be stampeded into releasing a 
criminal on bail was piovided recently by the 
drama over the arrest of H K L Bhagat, the 
Congress politician facing charges of 
instigating anti Sikh riots in 1984 After 
several days ol continuous interruption of 
court proceedings by Bhagat\s unruly 
supporters, the sessions judge trying him 
allowed Ivs release on bail, explaining that 
“keeping Mi Bhagat in judicial custody 
is hampering the (rial and causing 
inconvenience to witnesses". In the course 
ot passing his order, the judge also revealed 
that the police “instead of putting a check on 
the so-called supporters ot Mr Bhagat creat¬ 
ing a scene at the court... imposed an 
undeclared curfew on the entire; colony of 
not victims on the date of hearing". The 
judge recalled in his order: “In 1984, when 
curtew was olticially declared, the rioters, 
performed the naked dance of death and 
violence before the police". Could there be a 
more eloquent expression of judicial 
helplessness/ 

It is apparent that despite the best intentions 
of the judiciary, a recalcitrant official 
machi nery can al ways thwart its efforts. There 
are thus limits to judicial activism. It would 


be unwise to hold it tip as a substitute for 
good governance through the legislature and 
the executive. 

MAHARASHTRA 

The ‘Rebel’ Factor 

AS the main contenders - the Congress, the 
Shiv Scna-Bharatiya Janata Party (SS-BJP) 
alliance, and the Purogami Lokshahi Morcha 
(PLM), a combination of eight left-of-centre 
parties - line up for the Lok Sabha polls, the 
hurdles before the Congress suddenly appear 
to have multiplied. 

The Congress has suffered two crucial 
setbacks recently. First, the unexpected 
victory of Milind Vaidya, an SS-BJP 
candidate for the mayoral post in a Congress- 
dominated Mumbai municipal corporation, 
has seriously questioned the hold of the party 
leadership over its rank and file. Though the 
Congress has accused the SS-BJP alliance of 
using money-power and sought immediate 
resignations of ail its corporation members, 
the damage done to its image on thi election 
eve can prove critical. Close on the heels of 
this episode has come the rebellion of Vilasrao 
Deshmukh, a senior Congressman in the 
state, who by deciding to contest a legislative 
council seat against the party directive lias 
generated another wave of uncertainty in the 
Congress camp. A lew months back, 
Deshmukh, who controls a sugar co-operative 
inLatur district, had joined hands with Sharad 
Pawar to combat the onslaught the SS-BJP 
government had launched on the cu-operati ve 
sector. Now with his aspirations to a council 
scat thwarted, his differences with Pawar 
have resurfaced. Deshmukh'sdissidencehas 
come in handy for the government which 
wants to sec Chaggan Bhujhal, an ex-Shiv 
Sena leader and one of the Congress nominees 
lor the legislative council, deleated. 
Deshmukh\s revolt can also cost the Congress 
its Latur seat since in all probability 
Deshmukh will align his forces behind the 
BJP candidate, Gopalruo Patil, who also 
happens to be Deshmukh's maternal uncle. 

By securing 50 per cent of the Lok Sabha 
constituencies from the state tor his 
supporters, Pawar has proved to his detractors 
in the Congress that he remains the most 
important Congress leader in Maharashtra 
Knowing this too well, the entire opposition 
- the SS-BJP alliance and the PLM - has 
thrown its weight behind Shankar Bajirao 
Patil, an ex-Congrcssman and a foe of Pawar 
Even though the attempt to defeat Pawar 
may fail, it throws light on the strategy the 
SS-BJP alliance has evolved to counter the 
Congress in its bastion in south and west 
Maharashtra. Unable to take on the Congress 
bn its own, the alliance has extended support 
to disgruntled Congressmen. In Sangli, the 
alliance is supporting MarutiMane, a rebel 
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Congressman. In Ichaikarai^i, it has opted 
j for an independent candidate, Ganapatrao 
Samobat, chairperson of the Shri Datta Sugar 
Co-operative, against Kallappa A wade, a 
close associate of Pawar. In Karad, it has 
propped up Jaywantrao Bhosale, an 
independent and chairperson of the Krishna 
Sugar Co-operative, against the Congress 
v sitting MP Prithviraj Chavan. In Vidarbha 
too. where the BJP is said to have a notable 
following, the party has decided against 
fielding a candidate in Ramtck against Datta 
Meghe of the Congress and is supporting 
Chilralckha Bhosale. a rebel Congress 
candidate. 

If the partywisc vote percentages in the 
190) Lok Sabha elections and the 1995 
assembly elections arc considered, the share 
of SS-BJP (28 per cent) is seen to have 
remained unchanged. The decline in the 
Congress share from 47 per cent to 31 per 
- cent was attributable to the rebels who 
cornered 23 per cent of the votes. This time 
with the PLM also probably eating into 
Congress votes, the rebel factor could again 
prove the undoing ot the Congiess 

SECURITY FORCES 

Usurpation of States' 
Powers 

THE recent Supreme Court order asking the 
Nagaland government to stop ajudicial piohc 
into army atrocities there has disturh-ing 
implications for the people ot the north-east, 
large parts of which have been vir-tually 
under martial law lor several decades now. 

Following army attacks on civilians on 
three occasions in Nagaland at the end ol 
1994 and January-February 1995, and 
widespread protests against atrocities by 
army jawans. the Nagaland government set 
up an inquiry commission headed by a 
retired high court judge. When the com¬ 
mission was about to complete its work, the 
umondelcncc ministry brought a suit against 
the Nagaland government challenging its 
power to order such a probe. The Supreme 
Court conceded to the ministry’s argument 
that no state government can intervene in 
mailers under the Union List in the Seventh 
Schedule, which includes naval, military 
and air forces and any other armed forces of 
the union. 

This interpretation of the Seventh Schedule 
grants total immunity to the central armed 
forces. As it is. in the north-east, the army 
enjoys unrestricted and arbitrary powers 
under the notorious Armed Forces Special 
Powers Act. It has been enforced inter¬ 
mittently in almost all the Naga inhabited 
areas in Manipur and Nagaland states and 
parts of Assam since its enactment in 1958. 
The whole of Nagaland was declared a 


disturbed area under the Act in April 1995. 
The Act has been in operation in pans of 
Tripura since the 1970s. 

Under the Act (Section 4), members of the 
armed forces down to the rank of a non¬ 
commissioned officer can shoot and kill 
anyone ’’acting in contravention of any law 
or order”. Section 6 of the Act debars any 
civilian from instituting legal proceedings 
against guilty urmymen without the prior 
sanction of the centra) government. These 
provisions violate not only the fundamental 
rights guaranteed under our Constitution, 
but also UN Covenants like the international 
Covenant on Civil and Political Rights and 
Code of Conduct for Law Enforcement 
Officials (December 1979). 

Under the cover of legal protection against 
prosecution, army personnel in the north¬ 
east have been accused of killing at will, 
looting property and raping women. Both 
Indian human rights groups and international 
bodies like Amnesty International as well as 
the UN Human Rights Committee have 
documented numerous cases ol such 
atrocities, ard have called upon the Indian 
government to teview the act and bring its 
laws and pi ictices in line with international 
standards and commitments. In fact, the 
Supreme Court itself has been compelled io 
intervene in army matters in the north-east 
on at least three occasions in the past, 
following complaints by victims ol army 
atrocities In 1983 the Supreme Court 
duccicJ the army not to use any church or 
educational institutions lor setting up camps 
or mteriogaiing pet sons In 1984. it directed 
payment of Rs I lakh each to two widow's 
whose husbands were killed by the security 
lorees in Ukhrul district of Manipur. In 1991, 
it asked arms olliceis to follow the relevant 
piovistonsol the Code of Criminal Procedure 
while arresting women 

Several petitions challenging the validity 
of the Armeu f orces Special Powers Act are 
pending before the Constitution bench of ihe 
Supreme Couti. Against this backdrop, the 
defence ministry’s success in obtaining a 
court order to thwart a judicial probe into 
army atrocities is. needless to say. a shot in 
the arm of the paramilitary forces operating 
in the north-cast and other parts of the country. 
But it is hound to have far-reaching 
consequences in the contentious area of 
centre-state relations. In border stales like 
West Bengal, acts of lawlessness by the 
Border Security Forces have antagonised i he 
local people and compelled the state 
authorities to take up the matter with the 
centre. The Central Reserve Police Force is 
another paramilitary organisation which lias 
acquired notoriety in several states for its 
communal bias and brutalities. Can the state 
government* allow these central armed forces 
to usurp their legitimate powers and enjoy 
immunity? 


TUBERCULOSIS 

Third World Threat? 

THE WHO in the course of us usual 
interaction with the press on the occasion oi 
the World TB Day (March 24) has issued a 
grave warning about the impending spread 
of a new form of the TB bacilli, especially in 
Asian countries. According to the WHO, 
more people died of TB last year than ever 
before, including the epidemic yeai ol 1900 
The statement also expressed dismay at the 
lact that not only is the problem of TB acute 
in third world developing countries, but is 
returning "with a vengeance to the wealthy 
countries". Apparently, multi-drug resistant 
TB has already cost “New York city hundreds 
of millions of dollars...and has now been 
reported in London. Milan. Paris. Atlanta 
and Chicago”. The dilector of the WHO 
global TB programme issued a warning in 
these words "There is nowhere to hide from 
the tuberculosis bacteria ...Anyone can catch 
TB simply by inhaling a TB germ that has 
been coughed or snec/cd into the air ” 

These disclosures and statements prompt 
grave questions which need to be tackled 
urgently There is no gainsaying that 
tuberculosis is on the rise, as irt tact are so 
many diseases which have been the target ot 
massive disease control programmes in third 
world countries - malaria. Idana. kalu azar. 
sleeping sickness and gasiio-entenus The 
growing numbers are both because larger 
populations are affected and because of 
increased virulence of the pathogen, And the 
increased virulence in turn is due to a variety 
ol reasons - breakdown of the medicare 
system w hich is unable to reach all lhu.se who 
need help, inadequate cure and mappiopnate 
and truncated drug therapy giving use U) 
resistant strains But why has this situation 
come about 7 

Even if wc ignore for the time being the 
external but crucial (actors determining 
disease patterns, an examination ot the 
proximate factors points Jnectlv to the 
WHO's own programmes. Every one ot the 
developing countries has large!\ 1 allowed 
WHO recommendations and installed \ er; ica) 
disease programmes often at great cost to the 
general health system. With WHO aid and 
assistance, battles have been (ought over 
diseases in an effort to eradicate them. Even 
then it was obvious - and this criticism had 
been voiced by many - that vertical 
programmes could be effective only if 
supported by sound health services. But the 
distribution of available aid. no matter what 
the source, has always been programme- 
specific, resulting tn a puucily ol lunds tor 
the general health system. The uibciculosis 
control programme in India, lor instance, 
after having made significant and path- 
breaking contributions m the 50s. stagnated 
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in the 70s. Not so many years ago, there was 
even a move to close down TB hospitals in 
cities on the ground that the incidence of the 
disease was coming down. A case in point 
being Mumbai, where the municipal hospital 
workers' union had to take the issue to court 
to keep the hospital open. It is easy to forget 
that the reluctance of people to complete 
courses of treatment is a result of multiple 
causes - systemic, socio-economic and 
cultural. In the absence of an erfVironment 
which is conducive to health, no amount of 
health education about TB will take root. If 
today the WHO finds that third world 
countries are experiencing a rise of resistant 
strains of bacilli, a large part of the blame 
must lie with the inclination of international 
agencies such as the WHO to prescribe 
uniform programmes and to interfere with 
and influence through aid and assistance 
countiy health programmes. 

Another disturbing question here is this: 
given that the WHO-dictated TB programmes 
supposedly include research components, 
why has the fact of resistant strains not been 
acknowledged and dealt with within third 
world programmes? At least part of the 
explanation lies in the fact that, like in India, 
the large and once-efficient research-based 
institutions such as the National Tuberculosi s 
Institutes have more or less confined 
themselves to conducting routine field 
surveys, which are not capable of revealing 
changes that are occurring in disease patterns: 
there is little interactive linkage between 
field programmes and research laboratories. 
In an ideal situation field data should be used 
to make the necessary changes in the 
programme and also prompt further research. 
This unfortunately has never been the case 
under the aegis of the WHO. 

A third issue is that TB has become a threat 
because of its supposed re-emergence in the 
• first world metropolises. It is well known 
that TB has remained a disease of concern 
among the poorer and underprivileged 
sections as well as the ethnic minorities who 
people the fringes of the glittering urban 
societies of the west. In the US, for instance, 
TB is a known killer disease among the 
blacks and migrants from neighbouring Latin 
American countries devastated by long years 
of war and exploitation. So far it has been 
kept under control, but with increasing 
migration and immiserisation of populations 
in first world countries all diseases assume a 
new significance. And more than any other 
disease, tuberculosis is associated with 
poverty, mat nourishment and poor living 
and working conditions. 

Another disturbing aspect is the rhetoric 
used by WHO to bring home the threat of 
TB: people who are most vulnerable to the 
disease hardly need to be told that they 
cannot escape it - this is rhetone directed at 
impressing upon the western world the 


horrors of tuberculosis. Its repercussions 
will be to isolate, like in the 'good old days', 
the developing world and devalue its goods 
and its human power. 

It is imperative that third world countries 
re-examine disease control programmes and 
redesign them to suit current scenarios and 
conditions. For there is no doubt that commu¬ 
nicable diseases are making a comeback. 

BANGLADESH 

Rise of Bureaucracy 

IN a desperate attempt to salvage some¬ 
thing out of the mess of the last two years, 
the Khaleda Zia government passed a 
constitution amendment bill last week 
dissolving parliament and paving the way 
for the setting up of a caretaker government. 
Khaleda Zia’s resignation came 11 days 
after she was administered the oath of office 
as prime minister following the general 
elections which had been boycotted by all 
the opposition parties. While the president 
immediately dissolved parliament and 
appointed former chief justice Muhammad 
Habibur Rahman to head the caretaker 
government, the opposition was in something 
of a quandary over whether to insist that the 
February elections be annul led before calling 
off its two-year long agitation. In the event, 
not only has the agnation been called off, but 
the three major opposition parties, the Awami 
League, the Jatiya Party and the Jamaat-e- 
Islami, have disbanded the common platform 
which had spearheaded the agitation. The 
stage is thus set lor fresh elections which 
have to be held by June. 

Not surprisingly, Khaleda Zia has been at 
pains to stress the constitutional and legal 
means that her part). the Bangladesh National 
Party (BNP), has adopted throughout the 
two years. And yet the entire thrust of the 
opposition to her government was the unlair 
and unethical practices adopted by her party 
in a by-election Inllowing the I l ) 1 )I polls. In 
any event the February elcctionscould hardly 
be described as lair, with all the opposition 
parties staying away. Perhaps the most crucial 
factor which finally prompted Zia’s 
capitulation was the decision of government 
employees and ci vi l servants at high levels in 
the bureaucracy to throw in their lot with the 
opposition. The opposition’s indefinite ‘non- 
cooperation’ campaign which began in the 
first week of March had resulted in a total 
paralysis of the country's economy. 
Chittagong port was completely shut down, 
with the campaign there being led by the city 
mayor. In Dhaka too. it was the mayor who 
led the campaign, successfully bringing life 
to a standstill. In fact, it was this feature of the 
agitation which is noteworthy: lor the first 
time the political parties themselves led the 
protest unlike earlier mass agitations in 


Bangladesh in which front organisations, 
especially those of university students, 
teachers and intellectuals, had been m the 
forefront. It is also reportedly the first time 
that the bureaucracy has been so openly and 
actively involved in an anti-government 
struggle. It is true, as the Officials Co* 
ordination Council of the Republic, a hastily 
set up organisation of senior government 
officials, stated, that it had become 
increasingly impossible for the burcaucmts 
to carry on official duties when the 
government itself had ceased to function. 
Government servants were on mass leave 
and the government had simply stopped 
taking any decisions. In the last weeks before 
the BNP leader gave in, the bureaucracy's 
support to the agitation was the most crueiul 
factor. At one point there was even 
speculation that the army might take over, 
but it was clearly in no position to do so. In 
fact the army, called out in the last couple of 
weeks to break up the massive sit-ins outside 
the secretariat, etc, proved ineffective. 

In a sense, all this is u step back to the tune 
when Ershad was ousted by a popular 
agitation, not that there is any comparison 
between the two governments. While 
Khaleda Zia may have used unfair means to 
get her candidates elected, she continued to 
work within what she interpreted as the 
constitutional framework But now as then, 
with the objective of the oveithrow of the 
government having been achieved, the 
opposition parties find no common platform 
to offer to the people. The Awami League 
says it has learnt bitter lessons from past 
electoral alliances, when those elected on its 
tickets in the course of seal sharing 
arrangements abandoned the party later The 
Jatiya Party does not consider it is necessary 
to come together on a common platform and 
the Jarnaal is reportedly trying to forge unity 
with fringe fundamentalist parlies The 11 
parties of the left alliance, the Lett Democratic 
Front, are teporledly preparing to contest 
elections on their own. It would hardly he 
surprising if some of these parties came to 
seal sharing airangcmenls with the BNP 
itself. In .short, the opposition has no further 
agenda now that the onc-pomt goal of 
dismissal of the Zia government has been 
achieved. 

The last two years have been disastrous for 
Bangladesh's economy Nor has there been 
much governance or legislative activity. In 
effect the structures which made possible the 
Ershad take-over have still not been 
systematically dismantled. In the absence of 
this, the bureaucracy, not sensitive to people’s 
needs and accountable to no one, entrenched 
itself. That for the first lime in the 25-ycar- 
old republic’s tumultuous history the 
bureaucracy look to the streets in protest 
against the government is a portentous 
development in this context. 


854 


Economic and Political Weekly April 6.1996 



CURRENT STATISTICS Research Foundation 


The trade deficit widened toS 4.3 bn in the first i i months of 1995-96 as import growth (29.8 per cent) outstripped export growth (21.4 per cent). Interbank 
call money rates remained firm and above 30 per cent for most of March. In primary floatations, yields on 9)-day and 364-day TBs have persisted at high 
levels of 12.97 per cent and 13. 1 2 per cent, respectively. March witnessed gradual appreciation of the nominal exchange rate and 1995-% ended with the RBI 
reference rate in the range of Rs 34.30-Rs 34.50 per US dollar and the Dubai ‘hav&la’ rate approximately four rupees above the official rate The six -month 
forward premium ruled higher at 23-25 per cent in March and the cash-spot premium skyrocketed to 78 per cent on the last day ot the financial > ear 
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Cost of Living Indices 
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13.90 

13.42 

13.88 

13.96 

13 94 

13.92 

13 96 

GO! Securities: 














Primary Auctions 13.5,13.85,14.10 

* 

* 

* 

1.3.50 

* 

* 

13.65 

* 

* 

« 

» 

* 

(2-,5- & 10-year) 



(1.5-year) 


(3-year) 






Secondary : All SGL trading 














(Weighted YTM) 

13.67 

14.06 

14.11 

13.49 

13.02 

12.36 

12.11 

11.59 

12 .30 

12.53 

12.92 

11 57 

14 13 

PSU Bonds yield:- 














Tax free; NSE 














(traded, weighted) 

12.97 

12.78 

13 71 

13.59 

13.91 

12 25 

12.44 


12 63 

12 84 

12 73 



NSE (Range: weekly) 

12.97 

12.67- 

13.71 

11.68- 

11 93- 

12.04- 

11.35- 


11.82- 

12.84 

12 64- 





13.04 


13.71 

14.95 

13.72 

12.57 


12 46 


12 84 



Taxable: NSE (traded. 














weighted) 

19.31 

16.75 

16.99 

18 02 

1700 


18.11 


15 74 

18.01 

1881 

17 64 


NSE (Range: weekly)16.80- 

16.50- 

16.98- 

18.02 

17 00 


16.78- 


15 54- 

18.01 

18 48- 

17 64 



20.09 

16.93 

16.99 




18.11 


15.81 


19 01 



Commercial Bills: 














DFHI (Rediscount rate) 

15.50 

15.50 

15.50 

15.50 

IS 50 

15 50 

15.50 

15.50 

15 50 

15 50 

IS 50 

15 so 

is so 

CP:Primary market (90 days) 

16.00- 

16.00- 

17.50- 

17.50- 

17 25- 

18.00- 

17.50- 

17 50- 

18.00- 

18(H) 

17.01) 

17 (H) 

17 S 


18.00 

18.00 

18.50 

18.50 

18 50 

18 50 

18(H) 

18(H) 

18 50 





Secondary: DFHI 














(Discount rate) 

16.50 

16.50 

16.50 

16.50 

16 50 

16 50 

16.50 

16.50 

16.50 

16 50 

16 50 

16 50 

16 50 

Markct/NSE 



23.00 


22 00 




18 25 





CDs: Primary market (one year) 

20.00- 

20.00- 

20.00- 

19.00- 

18 00- 

18.00- 

18.00- 

17.00- 

17 00- 

17 0 

15 S- 

17 00 

18 DO 


22.00 

22.00 

21.00 

21.00 

20.00 

19.00 

19 00 

18(H) 

18 50 

18 0 

170 



Secondary: DFHI (Discount rate) 

15.50 

15.50 

15,50 

15.50 

15 50 

15.50 

15.50 

15 50 

15.50 

15.50 

15.50 

IS SO 

IS. 50 

Inter-corporate deposits 

23.00- 

23.00- 

23.00- 

21 00- 

20 00- 

20 00- 

19.00- 

19.00- 

19.00- 

18.0- 

21 0- 

18 0 

18.0 

(30/9(VI80days) 

UTI-I964 Units (Week-end 

28.00 

28.00 

28.00 

28.00 

27 00 

24.00 

24.(8) 

28.00 

28,(H) 

30.0 

32 0 

32 0 

32.0 

secondary market 
price in rupees) 

15.85 

15.85 

15.85 

15.95 

15 85 

15.85 

15.85 

15.85 

15.95 

15.65 

15 65 

IS 65 

15.65 

Hundi Rate 

30.00- 

30.00- 

30.00- 

30.00- 

30 00- 

30.00- 

30.00- 

30, (X)- 

30.00- 

30 0- 

(0 0- 

30 0- 

30 0- 


36.00 

36.00 

36 00 

.36.00 

36 00 

.36.00 

36.00 

36 (K) 

36.00 

36 0 

36.0 

36 0 

36 0 

Memorandum Items: 














(i) Forward premia on the US dollar 













in the domestic inter-bank market 
(annualised in per cent per annum) 













(Weekly average)^ 














Spot/Cash 

77.56 

16.08 

35.67 

45.26 

61.96 

39.96 

30.72 

17 48 

1.3.05 

16 57 

11.62 

8.74 

16 43 

One-month 

38.43 

34.64 

35.67 

.38.89 

38 58 

27.96 

25.35 

21,18 

17 55 

14 70 

12.68 

14.15 

18 72 

Three-month 

28.74 

26.77 

27.60 

28.79 

28.90 

22.32 

20.46 

18.1.3 

17.00 

13 66 

11.87 

13 96 

17 14 

Six-month 

25.00 

24.13 

23.75 

2.3.15 

22.46 

18.32 

16.70 

15.24 

14.74 

12 57 

11.38 

12.87 

16.35 

(ii) RBI Reference Ratc(Rs/US$) 

34.33 

34.55 

34.42 

.34.05 

34.44 

36.57 

.3665 

37.00 

36.69 

35.88 

35 90 

35.81 

35 <9 

(iii) Havala Rate (Rs/US$) (Dubai) 

na 

38.35 

38 25 

38.60 

39.10 

39.25 

.39,25 

39.50 

38.70 

38.50 

38 00 

38.00 

37.80 


... no trading * no auction na not available (-) no floatation YTM = yield to maturity $ Friday being holiday. Thursday data 
RF means reporting Friday for fortnightly reporting of conditions of banking business and the fortnight serves as the reserve maintenance period lor 
scheduled commercial banks. Based on daily quotations supplied by Mecklai Financial and Commercial Services. Bombay _ 
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COMPANIES 


EPW Research Foundation 


BALLARPUR INDUSTRIES 

Expansion Programme 

THE year 1994-95 was the 50th year of 
operations for the LMThapar group flagship, 
Bailarpur Industries. The company is India's 
largest producer of paper. Its fully integrated 
operations with long-term contract for raw 
material supply, chemical recovery system 
and captive availability of chemicals and 
power make it one of the most efficient 
players in the industry. The company has 
also diversified into hotels, exports, 
investment, building materials, leather and 
shipping. The company manufactures a wide 
variety of paper from executive board to 
sack kraft used in packaging besides 
manufactunng chemicals, vanaspati, glass 
containers, salt, soap, and health products. 
Paper constitutes 52.6 per cent of BIL’s 
turnover, with 5.5 per cent coming from 
edible oils and 15 per cent from chemicals. 
The company's manufacturing operations 
are at various places in Maharashtra, Haryana, 
Karnataka, UP, Gujarat, Orissa and West 
Bengal. 

Thecompany closed the year ended March 
1995 with a sales turnover of Rs 1,172 crore, 
up by 7 per cent from Rs 1,001 in the 
previous year. Other income increased by 
23 per cent, a major contribution coming 
front dividend income. Interest cost fell by 
17 per cent from Rs 82 crore to Rs 67 crore. 
Provision for depreciation was lower than 
in the previous year. A nil tax provision savt 
the company end up with a net profit of Rs 
63 crore, up by 20 per cent from Rs 52 crore. 
A dividend of 42 per cent has been 
recommended by the directors. 

In order to prune staff costs the company 
has offered a voluntary separation scheme 
(VSS) for managerial cadre in the financial 
year) 995 and for workmen and clerical staff 
in the financial year 1996. 

Thecompany has chalked out an ambitious 
expansion-cum-modernisation programme. 
It plans to set up a new 0.16 metric tonnes 
per annum (mtpa) coated board mill and 
modernise paper plants at four paper mills 
which would add approximately 50,000 tpa 
to its capacity at a cost of Rs 1,400 crorc. 
While the benefits of modernisation would 
be felt over a period of two years, the coated 
board plant is scheduled to be commissioned 
during the financial year 1999. The company 
has a Rs 1,500 crore expansion plan for its 
Chaudar unit and a Rs 300 crore plan for 
its Shreegopal unit, a Rs 125 crore plan for 
its unit at Bailarpur and a Rs 40 crore plan 
for its Asthi unit. The amount is to be raised 
by disinvestment in Phoenix Pulp and Paper, 


Thailand, where BKL has a 14 per cent stake, 
the sale of a subsidiary, market borrowings 
and the ploughing back of cash profits. 
Bailarpur is negotiating with the government 
to develop waste lands for captive plantations 
and is negotiating with Fletcher Challenge 
of New Zealand to set up a joint venture for 
afforestation programmes in India. 

The company plans to set up a pulp mill 
in Burma with a capacity of 250 to 500 
tonnes per day (tpd) estimated to cost Rs 600 
to Rs 800 crore. The Thapar group is also 
looking at establishing manufacturing bases 
outside the country. Setting up a financial 
service:; company is also on the anvil. 

The company is entering into food grade 
acid and speciality phosphates such as DCPD 
developed by its inhouse R and D facilities. 
Another results of its R and D effort is the 
fibre fractionation of bamboo unbleached 
fibre to recover long fibres resulting in the 
reduction of import of soft unbleached pulp 
for making sack kraft. The company has also 
developed Spi riluna, the wonder health algae, 
identified by the UN as the ‘food of the 
future’. Commercial production of this algae 
has already begun The company has 
commenced the production of bakery 
shortening, margarin and corn starch for the 
domestic as well as export market. The 
company is also into the production of low 
cost foods like gherkins and silver starch 
onions, both of which have a lucrativeexport 
market in Europe and Japan. It has also 
developed a novel technique to remove colour 
from effluent using fly ash collected from 
its captive power plant, reducing pollution 
loads substantially. Thecompany is working 
on the extraction of marine chemicals which 
exist in abundant concentration at its salt 
plant at Singach. 

BARODA RAYON 

New Export Markets 

For Baroda Rayon Corporation, the Surat- 
based company producing viscose filament 
yam (VFY), nylon filament yarn (NFY), 
polyester filament yarn (PFY) and nylon 
tyrecord yam, the year ended March 1995 
was a bad one. A variety of factors worked 
in tandem to push down the bottontline. The 
plague scare in Surat affected production, 
the falling international PFY prices pushed 
down prices and the rising prices of di¬ 
methyl terephthalatc (DMT), the basic raw 
material, led to increased production costs. 

For the financial year ended March 1995, 
the company recorded a sales turnover of 
Rs 292 crore down from Rs 293 crore in the 
previous year. Other income was down by 


12 per cent and total income moved down 
from Rs 303 crore to Rs 290 crore. Provision 
for depreciation was down by 9 per cent and 
that for tax moved from Rs I lakh to Rs 41 
lakh. The company closed the year with a 
net profit of Rs 7 crore down sharply 
from Rs 31 crore recorded in the previous 
year. A dividend of 20 per cent has been 
recommended by the directors for the year, 
the last dividend of 12 per cent having been 
given in 1990-91. 

For us ongoing expansion of POY, 
backward integration to produce 30 tpd of 
polymer chips and recycling of solid poly¬ 
mer waste of polyester and nylon tyrecord, 
the company proposes to come out with a 
rights issue. 

The company has set up a joint venture 
in Thailand called Thai Baroda Industries 
with 36 per cent of the capital owned by 
Baroda Rayon. 36 percent by local financial 
institutions, 12.5 per cent by a local 
entrepreneur and 2.5 per cent by the 
Washingion-bascd International Finance 
Corporation. Thecompany will make nylon- 
6 fabric which is used for heavy commercial 
vehicle tyres and is currently being imported 
by tyre manufacturers in Thailand. The 
factory scheduled to start operations m early 
1997 is to have a capacity of 9,000 tpa. 

Baroda Rayon has hiked its polyester 
spinning capacity from 15,000 tpa to 45.0(H) 
tpa. It is installing a 150 tonnes per day 
polymerisation plant to make polymcrchips, 
which in value terms are an important raw 
material in the manufacture of PFY. During 
the year the company commenced imple¬ 
mentation of its plans for expansion of the 
POY and the poly-condensation pJam. 

With the shooting up of cotton prices as 
also the demand lor high quality polyester 
yarn since the early pan of the current 
financial year things have begun looking up 
for the polyester yarn industry The 
upsurge of cotton prices has left manu¬ 
facturers with no other choice but to take 
up some yarn to bridge the demand/supply 
gap! The upsurge in demand tor high quality 
yarn augurs well for the company which 
concentrates on the pioduclton ol finer deni- 
ers. The closure of several overseas plants 
has opened up new export markets for Baroda 
Rayon while high entry costs have ensured 
that no new players enter the market 

GODAVARI FERTILISERS 

Rise in Production 

Godavari Fertilisers and Chemicals, a 
joint venture between the Andhra Pradesh 
government and Indian Farmers and 
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The Week's Companies 

(Rslakh) 


Financial Indicators 

Bailarpur 

Industries 

Baroda 

Rayon 

Godavari 

Fertilisers 


March 

1995 

March 

1994 

March 

1995 

March 

1994 

March 

1995 

March 

1994 

Income/appropriations 

1 Net sales 

117236 

100097 

29199 

29346 

26214 

22813 

2 Value of production 

116001 

102600 

28787 

30081 

29260 

22423 

3 Other Income 

2673 

2170 

213 

241 

326 

381 

4 Total income 

118674 

104770 

29000 

30322 

29586 

22804 

5 Raw materials/Stores and 

spares consumed 

46879 

38106 

16642 

14831 

23072 

12920 

6 Other manufacturing expenses 

32652 

27932 

3540 

3536 

1931 

7153 

7 Remuneration to employees 

8695 

7549 

3354 

3362 

534 

461 

8 Other expenses 

17509 

17052 

2548 

. 3085 

3322 

1418 

9 Operating profit 

12939 

14131 

2916 

5508 

727 

852 

10 Interest 

6739 

8165 

1851 

183! 

252 

1739 . 

11 Cross profit 

9618 

8589 

2077 

4596 

2758 

-920 

12 Depreciation 

3328 

3340 

1344 

1472 

576 

570 

13 Profit before tax 

6290 

5249 

733 

3124 

2182 

-1490 

14 Tax provision 

0 

0 

41 

1 

0 

0 

15 Profit after tax 

6290 

5249 

692 

3123 

2182 

-1490 

16 Dividends 

2018 

1637 

493 

650 

0 

0 

17 Retained profit 

4272 

3612 

199 

2473 

2182 

-1490 

Liabilities/assets 

18 Paid-up capital 

5202 

5179 

3294 

3287 

3200 

3200 

19 Reserves and surplus 

60764 

60665 

7365 

7138 

483 

-1699 

20 Long term loans 

42280 

55745 

8184 

7120 

9875 

8111 

21 Short term loans 

14997 

3683 

5824 

3625 

690 

2066 

22 Of which bank borrowings 

14497 

3683 

2334 

2197 

98 

464 

23 Gross fixed assets 

101085 

113335 

31148 

26099 

11809 

11302 

24 Accumulated depreciation 

36627 

36685 

13480 

12516 

5543 

4968 

25 Inventories 

15352 

19198 

5970 

5279 

11133 

6194 

26 Total assets/liabilities 

147354 

150215 

34890 

26384 

24388 

20204 

Miscellaneous items 

27 Excise duty 

14241 

12979 

10413 

10157 

0 

0 

28 Gross value added 

27772 

26808 

8275 

10651 

5814 

1306 

29 Total foreign exchange income 

7273 

4511 

920 

1441 

0 

21 

30 Total foreign exchange outgo 9110.0 

Key financial and performance ratios 

9300.0 

5083.0 

2292.0 

21701.0 

570.0 

31 Turnover ratio 

(sales to total assets) (%) 

79.6 

66.6 

83 7 

111.2 

107.5 

112.9 

32 Sales to total net assets (%) 

95.1 

79.9 

118.4 

138.6 

184.0 

195 4 

33 Gross value added to 

gross fixed assets (%) 

27.5 

23.7 

26.6 

40.8 

49.2 

11.6 

34 Return on investment 

(gross profit to total assets) (%) 

6.5 

5.7 

6.0 

17.4 

11.3 

-4.6 

35 Gross profit to sales 

(gross margin) (%) 

8.2 

8.6 

7.1 

15.7 

10.5 

-4.0 

36 Operating profit to sales (%) 

11.0 

14.1 

10.0 

18.8 

2.8 

3.7 

37 Profit before tax to sales (%) 

5.4 

5.2 

2.5 

10.6 

8.3 

-6.5 

38 Tax provision to 

profit before tax (%) 

0.0 

0.0 

5.6 

0.0 

0.0 

0.0 

39 Profit after tax to net worth 

(return on equity) (%) 

9.50 

8.00 

6.49 

29.96 

59.25 

-99.27 

40 Dividend (%) 

40.00 

35.00 

15.00 

20.00 

0.00 

0.00 

41 Earning per share (Rs) 

12.1 

10.1 

21.0 

95.0 

6.8 

-4.7 

42 Book value per share (Rs) 

127.4 

127.7 

323.6 

317.2 

11.5 

4.7 

43 P/E ratio (based on latest and 

corresponding last year's price) 

13.4 

25.4 

13.2 

10.6 

1.5 

-2.7 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

64.1 

84.7 

76 8 

68.3 

268.1 

540.4 

45 Short lenn bank borrowings 

to inventories {%) 

46 Sundry creditors to 

97.7 

19.2 

39.1 

41.6 

0.9 

7.5 

sundry debtors (%) 

133.5 

101.2 

121.6 

92.2 

610.1 

203.9 

47 Total remuneration to employees 

to gross value added (%) 

31.3 

28.2 

40.5 

31.6 

9.2 

35.3 

48 Total remuneration to employees 

to value of production (%) 

7.5 

7.4 

11.7 

11.2 

1.8 

2.1 

49 Gross fixed assets formation (%) 

-10.80 

- 

19.35 

_ 

4 49 

- 

50 Growth in inventories (%) 

-20.03 

- 

13.09 

- 

79.74 

- 


Fertilisers Co-operative (IFFCo) manu¬ 
factures di-ammonium phosphate (DAP) at 
its Kakinada plant in Andhra Pradesh. The 
company closed the financial year ended 
March 1995 with a net sales of Rs 294 crore, 
up by 24 per cent from Rs 238 crore recorded ; 
in the previous year. Other income moved j 
up by 74 per cent and total income by 22 
per cent. Interest cost came down by 7 per 
cent. Provision for depreciation moved up 
by 11 percent. Aided by a zero tax provision* 
like in the previous year, the net profit of 
Rs 57 crore was up by 180 per cent from 
Rs 20 crore recorded in the previous year. 

In 1993-94 the company had incurred losses 
to the tune of Rs 15 crore on account of the 
zero duty import of DAP as a part of the 
liberalisation process, but increased domestic 
demand of the producing countries and a 
turnaround in the international price situation 
almost nullified imports into India and 
prevented the company from becoming a 
sick company and with the help of a special ' 
subsidy of Rs 1,000 per tonne, the company 
managed to survive without any setback. 

For the year under review, the company 
produced 3,40,171 tonnes of DAP against 
2*22,813 tonnes in the previous year. The 
capacity utilisation was 113 per cent during 
the year against 74 per cent in the previous 
year. The company sold 3,04,769 tonnes of 
manufactured DAP against 2,20,755 tonnes, 
representing a growth of 38 per cent. 

The total salesol fertilisers including traded 
products like urea, muriate of potash, zinc 
sulphate, sulphate of potash, ammonium 
sulphate and calcium ammonium nitrate was 
3.41 lakh tonnes against 3.57 lakh tonnes 
sold during the previous year, the diop in 
sales being on account of non-availability 
ot urea, which is a traded product of the 
company. 'Hie company sold pesticides worth 
Rs 4 crore against Rs 5 crore during the 
financial year 1993-94. the drop in sales 
being on account of erratic supplies by the 
manufacturers. 

The company produced bio-fertilisers for 
soya bean, groundnut* sunflower and cotton. 
The realisation on this account was Rs 18 
lakh against Rs 8 lakh in the previous year. 
According to the company, the response 
from the farming community to its bio- 
fertilisers was good. 

The company earned no foreign exchange 
but had to bear a foreign exchange outgo 
of Rs 217 crore for import of raw materials, 
spare parts* etc. 

During the year the company com¬ 
missioned a 1 *200 kilo litres (KL) pesticides 
formulation unit as a result of which it 
would be able to produce 600 KL of pesti¬ 
cides in 1995-96. Godavari Fertilisers also 
commissioned an additional phosphoric 
acid tank in Vizag which would facilitate 
uninterrupted supply of the raw material. 
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RANDOM REFLECTIONS 


Crimes of Unreason 

Aran Ghosh 

The economic philosophy of neoclassical economists of late, in the 
fetish about individualism , can only be described as a ‘crime of 
unreason \ 


THE London Economist, whether one agrees 
with its views or not, is always eminently 
readable; it presents whatever ideas it seeks 
to project (or to recommend) cogently, by 
and large even dispassionately. Take the 
editorial view in the article 'Crimes of 
Reason’ (March 16, pp 97-99). Where the 
Economist errs fundamentally is in its belief 
- almost religious conviction - that 
Enlightened Rationalism is cotertninus with 
a liberal capitalist economic order. Even 
though 19th century enlightenment is 
associated with the concept of individual 
liherty, the identification of this concept 
with capitalism as a system is neither logical 
nor rational; and even though a Marxist may 
resile at the obverse thought, individual 
liberty is. in theory, perfectly consistent with 
’anarchic* communism, or a co-operative 
village community. Indeed, strictly logically, 
the concept of the ‘withering away of the 
state’ is perfectly compatible with individual 
liberty (which has to have limits in any 
system); and it is only the transition to this 
system, as per the Marxist viewpoint, that 
raises many doubts and questions. 

Frankly, no view of the world, repeat no 
view can be wholly dispassionate. We tend 
to forget that every individual sees the world 
through his/her own coloured glasses, that 
the so-called rational world-view is based 
on only a partial glimpse that wc have of 
the world order, and that (partial) view is 
always from one’s specific vantage point. 

Let us dissect the ideas in the world-view 
contained in the 'Crimes of Reason’. There 
are three major ideas therein. First, one should 
commend the genuine questioning spirit as 
presented in the Abstract of the essay, namely, 
“The ideas that shaped western thought on 
science, morality and politics sprang from 
the Enlightenment, a philosophical 
movement which tlourishec] in Europe in the 
18th century. Are these ideas mankind’s 
finest intellectual achievement - or, as it is 
once again fashionable to argue, a 
catastrophic error?” 

The above introductory gambit tends to 
indicate a wholly dispassionate and critical 
approach. One could enter into a genuine 
polemic here. Is the 'linear* view of time, 
taken by western philosophers, the correct 
one. oris it really the 'cyclical ’ (Hindu) view 
of tune that is really basically correct? It is 
not proposed to enter into a polemical debate 
on that issue here; but one can certainly * 
suggest that progress is 1 not linear, in fact, 


it is perhaps cyclical. Not in the ‘business 
cycle’ sense, but in a more fundamental 
manner. After all, civilisations have been 
known to have perished under the onslaught 
of barbarians, time and again, through history. 
The ancient civilisations of Egypt, of 
Mesopotamia, of the Incas and the Mayas 
and the Aztecs (among many others) in Laun 
America, of Mohen-jo-Daro and Harappa in 
what is now' Pakistan, of the ancient civilised 
communities in different parts of India, of 
the Chinese civilisation of yore, all these 
stand testimony to nourishing civilisations 
which have succumbed and perished, 
primarily because of the onslaught of more 
virile, physically more vigorous invaders 
who were ceitainly less ‘developed’ 
intellectually than the invaded. Progress has 
certainly not been linear; humankind has 
progressed, then decayed, and again 
progressed, overtime. Let us leave alone the 
polemic concerning the linear versus the 
cyclic view ot time 

We would return to the mam theme of the 
Economist amcle later. What are the other 
two main ideas pul forward in ‘Crimes of 
.Reason*? One must accept Kant’s 
philosophic thrust, "have the courage to 
know, that is the motto of Enlightenment” 
The quest of the human mind to delve into 
the unknown is unquestioned And let it be 
stated ai this point science is amoral, it is 
the use to which science is put by different 
people that raises basic ethical questions. 
Again, we would need to return to this issue 
later. 

What is the third main viewpoint put 
forward by the Economist? ‘The prevailing 
mode of Enlightenment thinking was 
scepticism... A second animating spirit was. 
regard for the individual... Lastly^ 
Enlightenment thought was optimistic: 
though it might take centuries, the 
‘Enligtcnmcnt project’ would succeed.” 

Let us dissect these ideas, for it is in the 
Hedonistic view of individualism that the 
crux of the problem of the modern world 
arises. It is true, the Economist poses the 
contra views of Blake, of Herder, of modern 
countcr-Enlighienment writers such as 
MacIntyre, Sandcl. Unger, Lasch and John 
Gray. But their arguments are repudiated on 
the touchstone of the superiority of 
Occidental culture over diverts Oriental 
cultures. Gray is quoted to state ttat “the 
Soviet collapse is probably best interpreted 
not as a victory for western capitalism, but 


instead as a decisive moment in the global 
counter-movement against westernisation...” 

Gottfried Herder’s views, briefly stated, 
are more basic, but are dismissed offhand. 
Herder (Another Philosophy of History , 
1774) believed that “different cultures con 
suppon different systems of values”; and 
this point is not even examined properly, as 
to its philosophic content and implications. 

Let us go back to the 18th/19th century' 
ideas about liberalism. Let us examine how 
Ralf Dahrendorf (former director of the 
London School of Economics) defines 
liberalism (vide ‘Liberalism’ inThe invisible 
Hand edited by Eatwell, Milgate and 
Newman; W W Norton. London, 1987, pp 
183-87). Classical liberalism’s “central idea 
is liberty under tjie law”. Fine, but who 
frames the law? Even the Economist would 
squirm at the idea of “liberty under the law” 
(as it exists) in many countries, and 
Dahrendorf himself admits that ‘The notion, 
rule of law, is not without ambiguity” 
Dahrendorf goes on to quote T H Marshall 
(1949) “that the progress ol'citizcnship rights 
had to involve, trom a certain point onwards, 
(heirextension from the legal and the political 
to the social realm. Social citizenship rights 
turned out to be a necessary prerequisite for 
the exercise of equality before the law' and 
uni versa! suffrage. Thus, the soc i al, or wel fare 
state was no more than a logical extension 
of the process which began with the 
revolutions of the 18th century" And, 
Dahrendorf states that "there is much to be 
said for this line of argument”. 

The Economist would doubtless be aghast 
at such a haemal statement. If not m the 
article under reference, in ali its analyses, 
there is explicit .support tor the Hayek-ian 
view of the capitalist system iwnh 1 minimum 
government’) and untrammelled and totally 
‘tnee’ choices by individuals (with highly 
dispaiale resource power) in the market place, 
on the strictly Hedonistic view th at the 
maximisation ot every individual’s 
satisfaction is the ultimate .omhsiune by 
which every economic system, in tact every 
economic policy action must he judged. 

Again, let us go back lo the Wu Paly rave 
and sec what C B Macpherson has to say 
on Individualism (Eatwell. Milgate and 
Newman,ryici/,pp 149-5^) "Individualism 
is a social theory or ideology which assigns 
a higher moral value to the individual than 
to the community or society and which 
consequently advocates leaving individuals 
free to act as they think most conducive lo 
their self interest”. Macpherson goes on to 
quote from the 1896 Edition of Falgrave 
(based on John Smart Mill’s definition of 
the fundamentals of the system ot 
individualism) ‘The essential features ol 
individualism are: (1) private property in 
capital, to which arc added almost of neces¬ 
sity the rights of bequest and inheritance, 
thus permitting unlimited transfer and 
accumulation and (2) competition, a nvalry 




between individuals in the acquisition of 
wealth, a snuggle for existence in which the 
fittest survive”. 

Mark the last words: we are back to 
Darwinism among humans; under the 
Enlightenment philosophy, only the fittest 
are to survive, since the bedrock of that 
philosophy is Individualism. Macpherson 
adds “There could hardly be a better 
definition of capitalism, at least of the 
•neoclassical economists' model of 
capitalism”. This, indeed, is the bedrock of 
the philosophy of the London Economist , 
a philosophic approach best expounded by 
Hayek. And, to the extent that it is this 
system which has not only emerged from 
the so-called Enlightenment philosophy, but 
has now taken preponderant control over the 
world economy, one needs to assess the 
results, not in terms of emotive responses 
to nuclear wars and waves of crime, but in 
the light of the rampant poverty over large 
geographic segments of the world, which is 
the direct result of the exploitation of one 
group of countries by another, through 
imperial conquests until 1939, through other 
methods - eg, those now enforced by the 
IMF and the World Trade Organisation 
(WTO) - of late. We have gone back to an 
era of the 'survival of the fittest’ in the Age 
of Enlightenment. 

One must agree with Isaiah Berlin, quoted 
by the Economist , at the very end of the 
article under reference: ’The intellectual 
power, honesty, lucidity, courage and 
disinterested love of the most gifted thinkers 
of the 18th century remain to this day without 
parallel”. That is certainly true. 
Unfortunately, it is also true that in the last 
decade of the 20th century, the state of well¬ 
being of a majority of the world’s population 
-counting most of eastern Europe, the whole 
of South Asia, much of Africa, Latin America, 
West Asia, and some parts of South-East and 
East Asia - leaves many questions as to the 
success of the philosophy of Enlightenment, 
with its other concomitants. Therein lies the 
failure of the system spawned by the 
Enlightenment philosophy of Europe. 

But does that really involve the ‘crime of 
reason’? As per the Shorter Oxford 
Dictionary (1987), the word ‘reason* means 
“to think in a connected, sensible or logical 
manner, to employ the faculty of reason in 
forming conclusions”. To be rational, in 
turn, implies “exercising one’s reason in a 
proper manner; having sound judgment; 
sensible; sane” (only part quotation given). 
Is the failure of the capitalist system, of the 
philosophy of unbridled individualism, a 
sign of the failure of ‘reason’? It is herein 
that the Economist is profoundly in error. 
Let us go back to Dahrendorf, to T H 
Marshall. The fault lies not in the concept 
of liberalism but in the fetish about 
individualism; in the adoption of the Hayek- 
ian view rather than of extension of 
citizenship rights “from the legal and the 
political to the social realm”. Once you 
accept the tatter, the world-view changes. 

Very strangely, despite savage attacks of 


late by post-Hayek neoclassicists, the 
extension of state or social and community 
intervention in the lives of individuals in all 
developed countries is quite significant. 
Taxation as a percentage of the GDP is as 
high as 50 per cent in the Netherlands; even 
in post-Thatcher Britain it remains 36 per 
cent. France, Germany, Italy all have taxes 
(as a percentage of the GDP) higher than 
40 per cent. In the US, the expenditure of 
the federal, state and local authorities is 34 
per cent of the GDP. In poorer countries, 
with a weak infrastructure, the case is clearly 
for more not less public investment. 

But the lesson drummed by the IMF, the 
Wor^d Bank, the ADB, by learned economists 
of the west, is to the contrary. Cut down 
public investment, in the interest of creating 
more space for the private sector. The fact 
that historically public investment has had 
a ‘crowding in’ effect rather than a ‘crowding 
out’ effect on private investment is ignored. 
Thtre are other elements in the ideology 
being pursued relentlessly ; but this is not an 
essay on economic policy. Wc arc concerned 
with the question raised by the Economist 
of March 16, 1996. 

Science, as stated earlier, is amoral. It is 
the use to which science is put which can 
be either good or bad from the ethical point 
of view. 

But, if wc arc to go by the Shorter Oxford 
Dictionary of the English language, the 
exponents of the ideology of ‘individualism’ 
are guilty of ‘unreason*, because ‘Enlighten¬ 
ment’ philosophy stressed the importance of 


liberty, of freedom under the law which, 
being man-made, is necessarily subject to 
change, to be consistent with the welfare of 
all citizens. (The negative aspect - that thou 
shall not do unto others what wouldst not 
have others do unto thee - is in any case 
applicable under modern jurisprudence). 
Individual rights, as T H Marshall said as * 
far back as 1949, need “extension from the \ 
legal and political to the social realm”. 

The fault, dear editor of the Economist , J 
lies not in Enlightenment philosophy but in 
twisting its meaning; the fault lies in moving 
away from ‘reason’. The error lies in 
emphasising only the Hedonistic view of the 
individual. Man is a social unimal; and to 
treat him differently would be unreasonable. 
(There is perhaps a deeper psychological 
explanation also. All human beings live partly 
in a world of dreams As children, we have 
a whole world of ‘make believe', which 
appears very real, like Alice’s adventures in 
Through the Looking Glass and in Wonder - 
land. Even as adults, wc arc frequently ^ 
dreaming of conquests we have never made, 
can never make. Is it possible that the 
Hedonistic concept of maximising individual 
satisfaction-, bereft of social context, is also 
a part of the process of ‘make believe’?) 

In terms of the above, the economic 
philosophy of neoclassical economists of 
late, strongly endorsed by the Economist , 
can only be described as a crime of 
unreason’. It is futile to talk of the crimes 
of reason; indeed, the time has come to talk 
of the ‘crimes of unreason’. 
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COMMENTARY 


ON ELECTION-EVE - IV 

At the Crossroads: Democracy or 
Authoritarianism? 

i 

Kumaresh Chakravarty 

Conflict management is becoming increasingly difficult wider the 
liberalisation regime . The state is likely to be caught between the 
contrary pulls and pressures of international capital, domestic big and 
small capital in industry and services, and the rich peasant-landlord 
continuum. It may resort to systematic use of direct force to tide over 
these conflicts , depending upon unification between surplus- 
appropriating classes and the strength of democratic resistance 
countervailing such a recourse. 


THE furthcoming elections are likely to 
provide some useful indication of the shape 
of things to come, especially of the trajectory 
along which social and political change is 
likely to traverse Electoral chances - of a 
straight majority, or in tcrn.s of lormtng a 
ruling coalition - of parties and groups, 
theiel'orc. have their own importance. Here 
I take only a cursory glance at the arithmetic 
of therelati ve prospects ol parties and groups, 
mainly for identifying the nature ol inputs 
which might strengthen or otherwise the 
force of direction in which the society may 
move. The idea of ‘direction’ here is mainly 
in political economy terms. It is in the course 
of discussion about that direction, that, I 
examine whether there is a potential or actual 
crisis today, and whether authoritarianism 
is one ol the possible political choices ~ in 
terms of state form - before the classes in 
power, for managing the economy and the 
society. 

What happens after the elections if the 
Congress alone comes back to power, or as 
the leading partner of a coalition? If the 
coalition is with the BJP? If it is with the 
likely-to-bc-formed National Front, with or 
without the support of the Left Front from 
outside? Or, if ins a coalition of the National 
and Left Fronts along with some other small 
groups/partics? What is common as a subject 
of curiosity among the articulate sections, 
businessmen, stock market players, and 
foreigners, is whether economic reforms 
would continue; or - if it continues with some 
modification - with what modifications. 

These arc questions directly related to the 
structural characteristics of the economy, 
per se. Ideology plays no small role in 
determining modifications or reversal of that 
structure. The character of the ideological 
spectrum which has been gaining ground 
during the last one-dccadc-and-a-half, the 

fiscal Weakly April 6, 


1990s in particular, is likely to influence the 
direction of change in society as a whole, 
as much as in the status of the nation-state. 
One Valentine, for example, created a 
‘discipline’ problem on February 14, 1996 
in some colleges of Delhi University. He had 
inspired boys to offer roses to reluctant girls, 
and teachers had to intervene to persuade 
ihe boys that girls could not be denied their 
right to reject. Next day. a tabla maestro, 
now internationally famous for Indian 
classical tabla, began his performance with 
special Valentine's Day good wishes for the 
women in the Siri Fort auditorium, though 
quite a few were ignorant about the 
whereabouts of Valentine. 

The television had made most of the 
contribution in imparting such popularity to 
Valentine’s Day. Such dissemination of 
cultural signs and symbols was not aided 
earlier by the visual media, which can 
overcome the harriers of literacy or the rural - 
urban discontinuum. And, its ideology in the 
1990s is distinctive by the predominance of 
what can be broadly characterised as 
‘Americanism’, almost every single form of 
articulation of which creates a market for 
one product or the other to suit the needs 
of private capital. Most of these products are 
also the ones which have come to occupy 
increasingly important positions in the 
a £8 rc & ate product composition. That is how 
the complementarity between import-fed 
investment, pattern of income distribution 
and all-round privatisation of the ownership 
and control of capital becomes more decisive 
# in the current phase of globalisation. 

The much-touted ‘consumer revolution’ 
generates a process of faster alienation of 
a significant section of the population - the 
one described as the ’middle class’ - from 
the society, in an abstract generalised sense, 
and the masses of the working people, in 


the more empirical sense of it. Its immediate 
ideological fall-out is more visible in the 
short run, as in the idolisation of Harshad 
Mehta revealed in an opinion poll after the 
scam The long-run ideological consequences 
go deeper, but their crystallisation into 
structured articulation depends on a more 
complex dynamic process. The preferred 
ideology of the state and the extent to which 
it can be effectively legitimised define one 
set of factors in that process. Another is 
inherent in the dynamics of political 
formations associated, as it is, with 
parliamentary arithmetic These in turn create 
objective conditions for an alternate ideology, 
too. Whether or to what extent those 
conditions can actually lead to the formation 
of the alternative, largely depends upon the 
forms and nature of resistance offered by the 
working people, and the strength of the 
theory which informs the ideology Finally, 
the role of capital as a global entity, enters 
these inter-relationships in a variety of ways. 

1 cannot go here into cither of these, though 
I have to refer to these for discerning India 
in perspective, on the eve of the forthcoming 
elections. 

Such a potential ideological spectrum is 
more than just a derivative of ‘economic 
reforms’. It has acquired greater importance 
in the background of the demise of social ism - 
in-practice, and the consequent erosion of 
the theory of socialism oi the socialist criti¬ 
que of capitalism. It can strengthen the 
environment for a more repressive su*ie lurin, 
as and when the parliamentary state form 
comes to be perceived as a senous constraint 
on accumulation of capital. It is my contention 
in this note that the possibility of a more 
systematic authoritarianism - whatever the 
exact variant of it - can be postulated with 
greater validity today, and that the ideological 
co-ordinates of liberalisation/globalisation 
make it more difficult for the democratic 
movement to resist it. It does not anyway 
mean that successful resistance is not possi¬ 
ble. But. that icquires the alternate ideology 
to be sufficiently strong m terms of the 
extent of us dissemination and acceptance 

pRoswrrs in thi Economy 

There are strong crisis-generating (actors 
within the economy. These can be located, 
to begin w'lth in the modifications of the 
reforms package which arc available and 
acceptable to the non-left political tor- 
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mations. The Congress position is known, 
and there is no ground for anticipating any 
significant modification of the original 
reforms package, so long as the balance of 
forces within the party and/or the coalition 
partners does not call for it. The BJP's 
position can be approached in two ways. 
First, by looking at what it really stands for, 
in the background of its own articulated 
perception of what is best for the kind of 
correlation of classes and groups inherent 
in its own ideology; and second, by 
examining the choices its ideology permits 
it to adopt even as tactical adjustment for 
managing the economy via growth in private 
investment, and expansion in domestic 
demand for protecting accumulation of 
capital. Each of the two leads to the same 
conclusion: it is, and has to be, ajl for 
liberalisation despite its marriage with 
Hindutva and swadeshi. 

Is any other non-left party opposed to 
liberalisation? Criticism of some official 
policy stances has been there, no doubt; but. 
alternatives, if any, are only implicit, as in 
the occasional opposition to extending full 
freedom to foreign capital, or neglect of 
‘welfare' in fiscal policy. The increasing 
share of rentier income and its influence on 
the product composition, or the taxation 
policy, for example, has not been a cause 
for concern. Falling employment and rising 
poverty have drawn the attention of non-left 
opposition. At the same time, it has rarely 
been underlined that large-scale public 
investment in agricultural infrastructure, 
essential as it is, for generating additional 
employment, cannot be seriously considered 
in the absence of a drastic change in the fiscal 
policy for mobilising adequate resources. 
Nor have these parties meaningfully opposed 
even those planks of financial sector reform, 
which deprive the peasantry or the small 
entrepreneur, of whatever credit from the 
organised segment of the financial sector it 
was entitled to. Deregulation of interest rates, 
for example, has not attracted much 
opposition. Nor has any of these paities 
talked about liberalisation of the foreign 
exchange management system even after the 
recent decline of the rupee. No wonder, the 
Janata Dal and the other likely members of 
the National Front are finding it difficult to 
work out an economic programme as a part 
of the election manifesto. 

The possible modifications of the reforms 
policy, if any, thus boils down to some 
tactical adjustments perceived necessary for 
functioning within the parliamentary 
framework. Such adjustments can be 
motivated by either the requirements of 
reconciling the contrary, sometimes 
conflicting, interests of the ruling classes or 
groups, or by the perception of the 
imperatives of maintaining a minimum 
degree of legitimacy in the face of increasing 


hardships faced by the poor and other tow* 
income groups; or both, depending upon (he 
consequences of policy. 

Reconciliation of divergent interests is 
not a ,new problem, anyway. It is a function 
of the state everywhere, and more so in a 
developing society where capital and pre¬ 
capitalist property compete for respective 
shares of the aggregate surplus product 
(social surplus, if you like). The two 
historically divergent sets of relations and 
the corresponding duality in the sphere of 
realisation of surplus - market and non- 
market spheres, that is - almost necessarily 
inhere potential conflicts among the 
claimants of surplus. Then there is capital 
in agriculture which too prefers its own 
terms of trade with industry. That is best 
exemplified in the repeated changes in the 
policy relating to the prices of agricultural 
input and output almost all through the entire 
post-independence period. The state cannot 
afford to overlook the need for reconciliation 
among these groups of claimants so long as 
it has to retain its parliamentary form. How 
far that can be managed within the chosen 
retorms package is an important question for 
anticipating the direction of change. 

The neo-classical idea that the market - 
both domestic and international - can lake 
care of it, has not so far worked. Subsidies 
continue to he a heavy bill, and the 
consistently rising trend «n procurement 
prices has taken its toll in the form of high 
inflation rate and increased poverty ratio 
through oppressive rise m the consumer 
price index for agricultural labourers. The 
finance minister, however, claims a big spurt 
in investment m agro-based food processing 
- Rs 10,000 crore during his tenure. What 
he has not mentioned is the fact that the 
number of loreign companies which had 
proposed investment in this industry group, 
but withdrew later, runs into a few hundreds. 
Indian capitalists arc keen, no doubt, to 
invest. Whether investment here will be 
accompanied by widespread extension of 
capitalist renting of land, or whether the new 


demand for amending land ceiling laws in 
favour of large ‘industrial* farms will be 
met.'cannot be answered now except by 
conjecture. Assuming that this is one route 
for the advance of capitalist relations in 
agriculture, its macro-level economic costs 
are likely to be too heavy to be acceptable 
as a stable choice. Declining share of 
foodcrop area, added to the foreign exchange 
constraint on large-scale foijgfim ports is one 
source of cost. Unification of international 
and domestic foodgrain prices with attendant 
implications for the poverty ratio, is another. 

Managing the required reconciliation 
between landlords and rich peasants on the 
one hand and big industrial capita] on the 
other, is thus, likely to be increasingly 
difficult. It is mainly the middle and the poor 
peasantry/agricultural labourers which are 
first made to bear the burden of reconciliation. 
The choice of higher foodgrain prices as an 
instrument of reconciliation has already 
signalled the nature of future preference. Its 
poverty-multi plying effect can be partly 
offset by faster land productivity, no doubt, 
but that brings us back to the question of 
heavy public investment and the restructuring 
of fiscal policy required lor it. 

The problem seems to be more difficult 
when it comes to the conflict, if any. between 
foreign and domestic big capital. The 
question whether Indian big capital would 
be willing to become ‘junior partners’ of 
international capital, isof particular relevance 
here. The empirical basis tor answering the 
question can perhaps support cither of the 
contrary contentions. Theoretically, 
however, the answer depends upon one’s 
assessment of the potentiality of capitalism 
as a world system, for ensuring sustained 
accumulation, without a major social/ 
political turmoil. One is aware of I he 
argument that the demise of socialism as an 
alternative has decisively lent stability to 
capitalism. One should, however, take note 
of the fact that, nearly a quarter-century of 
the low-growth-high'-unemploymeiu regime 
faced by developed capitalism continues 
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despite all the mention of capital'* nctworic 
to many more countries during the period. 

The relevant configuration of develop¬ 
ments within which world capitalism will 
have to operate can, therefore, be more 
dependably anticipated within one's own 
theoretical framework. Such developments 
are relevant for looking at what the state- 
market duality can achieve in reconciling 
the conflicting interests of foreign and 
domestic big capital. Collaboration is a 
different matter. As regards competition, 
there ; is no simple answer to whether 
domination by foreign capita] can overtake 
it. Domestic capital is, and has to be, 
dependent on foreign capital for 
internationally competitive technology, 
filling the saving-investment gap, and for 
export market for some manufactured 
products. At the same time, it has to continue 
with the relative predominance over the 
domestic market. Its need for nation-state is 
therefore, inviolable. The notion that 
liberalisation means replacement of the state 
by the market, implies, at one level, that the 
nation-state is becoming redundant in the 
era of globalisation led by finance capital; 
or that, the conditions for its existence are 
being abolished. 

That is contrary to the real trend in 
developed capitalist societies, and exactly 
opposite of what the emerging developments 
in India appear to call for. Whether the mode 
and forms of operation of the state continue 
to retain its hitherto variants is a different 
matter. It may, for example, be forced into 
a new set of priorities when it comes to 
managing the conflicting imperatives for the 
growth of small and big capital in India. 
Empirical evidence shows that reconciling 
the two is becoming incrcasihgly difficult. 
There has been, no doubt, some tendency, 
of late, of a closer linkage between the two, 
within the inter-industry linkages among a 
group of products. (Automobile ancillaries 
or parts of some electronic goods are 
examples.) The structure of technology plays 
a role in such linkages. But, that is as 
inseparable from the product itself as it is 
from the kind of income distribution that is 
required for proliferation of such products 
or for an expanding domestic market for 
them. In any case, thedecline of small capital 
and the rising demand for its protection by 
the state has been increasingly overlooked 
so far. Mainly because the wide open 
invitation to private investment, foreign 
investment in particular, cannot incorporate 
such protection. In a good part of the domain 
of small capital, its separation from labour 
has not been accomplished. This segment 
shared a substantial proportion of the total 
value added by and employment in the 
manufacturing sector. Employment per unit 
of fixed capital stock too was much higher 
in the organised andjmorgani sed small-scale 
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•ectta And the met* data about employ¬ 
ment growth in large-scale manufacturing 
conclusively indicate that technological 
choice - as reflected in the ‘technical' com¬ 
position of capital - and employment growth 
are negatively correlated. 

Which is one ground for hypothesising 
that employment creation as such will depend 
more on public expenditure/investment, 
while, a good proportion of the income of 
the middle and upper income households 
will have to come, as it has been coming 
during the recent years, from rentier income. 
But that itself may become the source of a 
difficult problem. Rentier income does not 
arise from production, while it commands 
the usual claim to goods and services. This 
calls for a rising volume of surplus products, 
those of the goods-producing sectors in 
particular. To the extent it raises the aggregate 
propensity to consume, it can become a 
constraint on the savings ratio, unless its 
proliferation leads to a wider income 
disparity. But, high share of rentier income 
is one of the inescapable structural properties 
of the globalisation-liberalisation regime, 
providing as it does, a wide grazing field 
for domestic and intemationalfi nancecapital. 

The sum-tota 1 of all these indicate that 
conflict management is going to be more 
difficult under the liberalisation regime. The 
state is likely to be caught between the 
contrary pulls and pressures of international 
capital, domestic big and small capital in 
industry and services, tad the rich peasant- 
landlord continuum. Some crop/regionwise 


differentiation within the agrarian daises 
may also occurdependiitg on the composition 
of agricultural exports and/or the prospects 
of purely commerical agriculture supported 
by an expanding food processing industry. 
The old correlation of class forces does not 
appear to be heading towards any substantial 
change, except for the probable schism withi n 
small capita] due to a shrinking share of the 
aggregate surplus faced by many capitals in 
this sector. The upper and middle income 
groups - from among the salariat, pro¬ 
fessionals, a section of those in small trade, 
and the intermediaries in the financial sector 
- constitute the preferred demand base for 
manufactures Their relative strength is on 
the increase, more due to closer ideological 
integration with big capital, domestic and 
foreign. 

For the masses of the working people and 
other low income groups .among the non¬ 
producing sections, rising unemployment 
coupled with declining public expenditure 
on social services, can only lead to falling 
income, with or without a higher poverty 
ratio. It is the state which will be called to 
take care of the consequent discontent when 
it crosses the tolerance limit. But, it is difficult 
to see how the state can bear the mounting 
expenditure on anti-poverty and related 
programmes, without restructuring the fiscal 
policy, or redefining the policy on public 
investment. To ask for that is to ask for 
substantial modification of the reforms 
package. More systematic use of direct force 
then becomes an alternative, though how 


Table 3: Margins of Victory (Percentage Poults) 


State 

Congress 

BJP 

Janata Dal 

Left Parties 

Others 

Andhra Pradesh 

2 




6 

Bihar 



3 

1 


Gujarat 


3 




Madhya Pradesh 

5 

4 



1 

Maharoshra 

2 

1 



3 

Karnataka 

6 

3 



1 

Kerala 

8 



3 


Orissa 

2 


3 

2 


Rajasthan 

2 

5 




Uttar Pradesh 

3 

13 

11 



West Bengal 

1 



4 


Total 

31 

29 

17 

10 

11 

Table 4: Margins of Defeat ( Percentage Points) 

State 

Congress 

BJP 

Janata Dal 

Left Parues 

Others 

Andhra Pradesh 

5 

l 

1 

1 

1 

Bihar 

2 

1 



1 

Gujarat 

2 




1 

Madhya Pradesh 

5 

5 




Maharnshra 

3 


1 



Karnataka 

3 

3 

3 



Keraia 

3 


1 

6 

l 

Orissa 

5 


2 



Rajasthan 

5 

2 




Uttar Pradesh 

2 

12 

10 


2 

West Bengal 

4 



1 


Total 

39 

24 

18 

i 8 
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easily it can be chosen depends upon a 
number of factors. Important among those 
are: the strength ofthe democratic movement, 
and the required unification of the surplus- 
appropriating classes/groups across the states 
and regions behind a more authoritarian 
state form. 

Ei bctoral Prospects 

Election results should play a role in 
determining the varying prospects of 
crystallisation of these factors. Let us now 
look at the possible arithmetic, mainly under 
permissible logical assumptions. The 
assumptions are based on the assembly 
election results since 1991, and later reports 
about developments which are likely to 
influence voting preferences of a significant 
proportion of voters. 

A glance ai the 1991 Lok Sabha results, 
to begin with. Congress polled 36.5 per cent 
of total voles polled, followed by BJP’s 
20.08 per cent, Janata Dal's 11.88 per cent, 
CPI(M)’s 6.16 per cent, Janata Party’s 3.3 
per cent, and CPI’s 2.49 per cent. Statewise 
variation in percentage shares was quite 
wide. Keeping statewise alliances out of 
consideration, Congress got more than 40 
percent votes in Andhra Pradesh, Karnataka, 
Madhya Pradesh, Maharashtra, Orissa, 


Rajasthan, and Tafttil Nadu (where a large 
part of its votes was actually that of 
AIADMK), 35-40 per cent in Haryana, 
Kerala and West Bengal, and 25-30 per cent 
in Assam and Gujarat. BJP’s highest was in 
Gujarat (above 45 per cent), followed by 
Madhya Pradesh, Rajasthan (40-45 percent) 
and UP (about 32 per cent). Janata Dal got 
30-35 per cent in Bihar and Orissa, 21.65 
per cent in Uttar Pradesh and 18.47 per cent 
in Karnataka. 

Assembly elections results since 1991 
indicate contrary trends in the Congress 
support base. Its vote declined by about 15 
percentage points in Karnaktaka, and 10 in 
Andhra Pradesh, but increased by about 14 
percentage points in Gujarat. BJP’s vote 
declined in Gujarat by 7 percentage points, 
and about 12 in Karnataka, and more than 
4 percentage points in Madhya Pradesh. In 
Uttar Pradesh, however, it appears to have 
got a marginal increase over the 1991 share. 
Details of Bihar and Maharashtra results 
were not available to us Newspaper reports 
however, indicated that it’s share increased 
in Maharashtra, and remained more or less 
constant in Bihar. Janata Dal ' s performances 
are not comparable in some cases, in view 
ofthe split in the party or virtual closure in 
several states. Its share in Karnataka increased 


by 15 pettemage points, while a marginai im- 
provment appears to have occurred ini Bihar, 

Coming to the number of seats in the 
current Lok Sabha - excluding those added 
by defection - more than 20 per cent ofthe 
232 seats obtained by Congress was from 
among the constituencies where elections 
took place after RajivGandhi’sassassination, 
which gave an additional 4-5 per cent 
sympathy votes to Congress. The corres¬ 
ponding decline in non-Congress votes 
affected all other parties. More than half the 
seats of Congress came from eight states - 
Maharashtra, Tamil Nadu, Madhya Pradesh, 
Andhra Pradesh, Karnataka, Rajasthan, 
Kerala, andOns&a (Table 2). Adding Gujarat, 
UP, West Bengal and Bihar, these 12 states 
together gave 192 out of 232 Congress seats. 
Of the 120 obtained by B JP, 108 came from 
seven stales -- UP. Gujarat, Rajasthan, 
Madhya Pradesh, Bihar, Maharashtra, and 
Karnataka. Janata Dal was significantly 
present only in Bihar and Uttar Pradesh, 
CPI(M) in Kerala, and West Bengal, and 
CPI in Bihar and West Bengal. 

Party wise prospects thus, will largely 
depend upon the number of contesting parties 
with a significant share of votes and the 
decline or increase in shares. West Bengal, 
Kerala and Gujarat arc exceptions, since in 
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these slates votes are more or less polarised. 
So, a small change in vote share can make 
adifferenceonly in constituencies where the 
margin of victory or defeat was small. Such 
constituencies, however, were not so small 
in number. Taking the victory margin up to 
4 per cent as those where fortunes may be 
reversed due to a small change in percentage 
of votes or smaller effective division of 
1 votes, there were as many as 89 seats. 
Congress won 32 seats and lost 39 seats with 
such margin, BJP won 29 and lost 24, Janata 
Dal won 17 and lost 18, while the left parties 
together won 10 and lost 8 (Tables 3 and 4). 

One can make some conjectures, and not 
a forecast, about party wise prospects in the 
light of the above. There are signs of some 
disenchantment with BJP in Gujarat and 
Rajasthan. Besides, post-1992developments 
have generally shown that the 1991 Hindutva 
wave emanating from the Babri masjid issue, 
was not sustained m most states of northern 
* and western India. In Andhra Pradesh, 
Congress will benefit from wider division 
of votes due to the split in Telugu Desam 
Party. Tamil Nadu remains imponderable, 
since electoral alliances are yet to be worked 
out. Also, reports indicate that the DMK has 
made significant dent m the A1ADMK 
support base. In West Bengal. Congress may 
gain two or three scats due to marginal 
increase in its share of votes. It will lose four 
to five seats in Orissa. Its lose in Kerala, 
according to reports, should not be less than 
six, while in Maharashtra and Madhya 
Pradesh together it may lose five to seven 
seats. The big fall in its vote share in 
Karnataka indicates that it will lose six to 
nine seats. 

The above does not take into account the 
effect oi hawala, rise in the poverty ratio, 
or the genera] discontent among the poorer 
sections with the consequences of econo¬ 
mic reforms, high rural inflation and 
unemployment in particular. Logically, these 
should reduce the total Congress votes by 
at least 5 per cent. Keeping that out of 
consideration, the Congress tally in 11 states 
(excluding Tamil Nadu) with 431 seals 
should be smaller by 7 to 10 scats. Its 
miraculous best then should not exceed 187. 
Its best total in that case, is unlikely to 
exceed 215. If, however, the possible fall* 
in its total vote by 3-5 per cent is taken into 
account, then the maximum would not 
exceed 175. 

As regards BJP, it is difficult to sec how 
it will retain its existing number without 
increasing its seats in Uttar Pradesh. Any 
gain itcan make elsewhere, is in Maharashtra, 
MadhyaPradesh, and Karnataka; but tocount 
more than 15 extra seats from these three 
states together appears to be quite ambitious. 
It can retain its 51 in UP only in the event 
of a quadrangular contest and if Congress 
, can muster the*percentage of votes it got in 


1991. Otherwise, it may lose 10 to 15 seats, 
especially from among those 13 where it 
won by a margin of up to 4 per cent in 1991. 
So, in all probability, the party’s best will 
be close to its present number and the worst 
will be lower by 10 to 15 seats. 

Thus, two figures can be arrived at as the 
total of Congress and BJP seats: first, a 
figure of 295 with Congress minimum at 
t75 and BJP maximum at 120; and second, 
at 325 with Congress maximum at 215 and 
BJP minimum at 110. It is difficult at this 
stage to guess how the rest of the seats - 
247 or 217 - arc going to be divided. 
Independents including rebel candidates may 
get a significant number, while the left parties 
are likely to increase their seats by 7-10 
scats, includi ng more than half of that number 
from Kerala. That leaves 175-205 seats for 
Janata Dal, and the regional parties and 
groups. 

A coalition government is then, the only 
possibility. The question is, coalition among 
whom 7 That cannot be anticipated now. If 
it is coalition of BJP and Congress, then, the 
reforms process will go on with marginal 
adjustments. Coalition with other non-left 
parties need not call for any drastic 
restructuring of policy either. That takes us 
back to the problematic, the one of managing 
the economy for sustained accumulation, 
without any serious imbalance in the 
relationship between the ruling classes and 
groups. Or. without creating widespread 
discontent among the people. Discontent 
can he good food for fundamentalism and 
it can also intensify and accelerate what can 
be described as ‘democratic consciousness* 
it is here that the alternate ideology and its 
effective dissemination comes in. And. the 
continuance of the pari lamentary democratic 
state form would largely depend upon the 
extent of manoeuvrability that is available 
within the situation. 

The State and mi-. Soc iety 

Other dote rminantsjic in a broad spectrum 
of developments within and outside the 
political domain, winch together can he 
conceptualised as the domain of ideology, 
in a very broad sense of the term. Take the 
state first. Large-scale corruption and 
criminalisation of the political process is not 
as separable from the apparently non-political 
‘social’ domain, as appears on the surface. 
The multiplying underworld for example, 
can be used as an apparatus of fundamentalist 
violence, one for systematic extraction of 
ransom from citizens, for violence against 
women, and no less for acquiring income 
and property by direct use of force. In each 
case, it is the rule of law which comes to 
be subjugated to the designs of a network 
parallel to the state. 

The fast eroding reliance on the executive 
and increasing resoit to the judiciary only 


reflects the residual dependence on one wing 
of the state. It amounts to rejecting the sanctity 
of those chosen as elected representatives of 
the people, or the arms of the state like the 
police. It creates an environment for the 
judiciary to become a more arbitrary guardian 
of law and order, of what is right or wrong 
for the society, even in matters of inter¬ 
personal relationships like those within the 
family, and between social groups. Among 
the poorer sections, on the other hand, a 
good deal of hangover of old pre-capitalist 
social norms continue, and customary law j s 
remain more powerful in matters of personal 
and group relations (Some volumes m the 
People of India series provide adequate 
information.) State laws like those against 
dowry, chi Id marriage, or the laws permitting 
‘civil’ marriage, hardly matter. 

The essential point inherent in such 
ideological configurations is that, the society 
continues to remain significantly dissociated 
from the state. A nation state, on the other 
hand, requires that the ideology of the stare, 
the one of political society, be embedded 
within the other society. This disjuncturc 
continues despite the ascendancy of the 
market. And, u is the resultant vacuum which 
opens the door to fundamentalism. When 
'Americanism 5 enters the scene, it creates 
a new structure of mediation between the 
material conditions of life and the covert 
spread of an ideology which invites attraction 
for things instead of human relations In the 
process, the objectively given conditions 
fora ‘natural* class identity come to be 
obfuscated. A kind of dcpohucisation’ 
becomes the first consequence. 

That offers a tortile ground for authori¬ 
tarianism to sustain itself. An alternate 
ideology and Us articulation through 
experienccofrstruggle is. therefore, the only 
instrument ot resistance, without which even 
the kind of a democratic political process 
that is given in the present state form will 
come under inaeasi ng challenge. The overaf. 
theoretical-ideological environment, on the 
other hand, has encouraged scepticism 
about socialism as a system. In such an 
environment, anti-capitalist ideology often 
tends towards two extremes. left adventurism 
as a quick short-cut, and social democracy 
perceived as the only choice, so long as 
major theoretical innovations do not emerge 
for rehabilitating a liberating alternative 
before the masses Many western communist 
parties have opted tor the latter, without 
seriously attempting to theorise the dynamics 
of the present stage of world capitalism. The 
question is whether a different beginning 
can be made in India. A great deal depends 
upon the leadership of the organised 
movement. The rest is a matter ol one’s 
subjective inclination in favour of hope or 
despair. In any case, it is too early to rule 
out the loginning ot a breakthrough. 
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Financial Aspects of Privatisation of 
Higher Education 
Issues and Options 

E T Mathew 

Privatisation of higher education essentially means increasing reliance 
on private sources of educational finance in place of ever-increasing 
government subsidies . Given this, cost recovery becomes a major 
instrument of privatisation of education. What are the options 
available? 


EVER since education came to be imparted 
in a well organised fashion, schools and 
colleges were established in India both under 
public (government) and private auspices. 
While universities were set up exclusively 
under state auspices, colleges and schools 
were founded by both .state and private 
agencies. Their relative shares have, of 
course, varied from state to state. At one end 
of the spectrum we have states like Kerala 
where the role of the private sector is 
dominant; at the other there are states where 
the role of the private sector in education 
is relatively insignificant. If this is the reality, 
then why the debate on privatisation of 
education now? 

Basically the distinction between 
privatisation and socialisation is based on 
ownership and management. Practically 
every function with the exception of a few 
like defense; justice, law and order were 
provided by the private sector during the 
earlier stages of capitalist development. It 
was the Russian Revolution which reversed 
this trend and initiated an opposite process 
of socialisation. Inspired by the example of 
economic planning in the erstwhile USSR, 
India, on attainment of independence, opted 
for a system of planning where both public 
and private sectors were assigned their 
respective roles. Recently, however, with 
the adoption of a policy of structural 
adjustment and liberalisation of the economy 
by the government of India in 1991 the 
pri vale sector is being given a more important 
role and also greater freedom in its 
functioning. To be sure, the process of 
liberalisation has nothing directly to do with 
the privatisation of education in terms of 
ownership and management of educational 
institutions for, as we have observed, a large 
segment of the education sector in India is 
already under private ownership and 
management. Essentially what we have in 
mind in present-day discussions on 
privatisation of education, whether it be 
primary, secondary or higher education, is 
the mode of financing of education. 

According to modern public finance 
theory, unlike in the case of private goods 
the market fails to supply social goods which 
are characterised by nonrivalry and 
nonexcludability; they have therefore, to be 



provided for through the budgetary process. 
We are however, cautioned by fiscal experts 
that public provision and public production 
are entirely different. When we say that 
social goods have to be publicly provided, 
what we mean is that they are financed 
through the budget and made available free 
of direct charge (i e, without a price as in 
the case of private goods). How they are 
produced does not matter [Musgrave and 
Musgrave 1973:9], Forinstance, social goods 
such as military hardware may be directly 
undertaken by the government in its own 
ordnance factories in accordance with the 
financial provision made in the budget. 
Alternatively, the production of the same 
equipment may be entrusted with a private 
firm on contract (as widely practised in the 
US) and the cost met from the provision 
made in the budget. In fact if private 
production is more efficient, there is often 
a strong case for letting the private firm 
undertake the production on a contract basis 
(eg, road maintenance undertaken by private 
contractors). In other words what is important 
is public provision (through the budget) and 
not public production. On the basis of this 
important distinction between financing and 
production, wc can concei ve of four different 
options all of which are relevant for our 
discussion: (I) public financing (through 
budgetary provision) and public production; 

(2) public financing and private production; 

(3) private financing and public production; 

(4) private financing and private production. 

Applying the above categorisation wc 

note that institutions of higher education in 
India have in the past largely conformed to 
one or the other of the first two options. 
Government colleges belong to the first 
category, namely, public financing and 
public production, and private-aided colleges 
to the second category, namely, public 
financing and private production. Except 
for the nomenclature there is no substantial 
difference between the two. The entire 
recurring cost of the private-aided colleges 
is borne by the concerned state government. 
In fact, at least in Kerala the terms and 
conditions of services of the teaching and 
non-tcaching staff of private colleges are 
exactly the same as those of government 
colleges. Though in a formal sense 


government colleges ere pert of the public 
sector and private-aided colleges that of the 
private sector, both are the same as an 
. economic category. Obviously, therefore, 
when we speak of privatisation of higher 
education we are not referring to any further 
extension of the second type of institutions 
which represent public financing and private 
production. In fact under the existini 
conditions in India as well as in otto 
developing countries budgetary constraint! 
are making it extremely difficult for the 
extension of the conventional type of 
educational institutions. While the negative 
trends in public expenditure on education 
are very likely to get further intensified in 
the near future, the social demand for 
education is most unlikely to fall 
significantly. It is. therefore, concluded that 
the growing demand for education can no 
more be met with public budgets alone and 
that greater reliance has to be placed on 
private financing, Thus privatisation of 
higher education in the present context 
implies increasing pri Vatisationof the sources 
of educational finance. In a sense, therefore, 
it is redundant to speak of financial aspects 
of privatisation of higher education as 
privatisation itself refers to increasing private 
financing. 

This brings us to the last two options 
mentioned above, namely private financing 
and public production, and private financing 
and private production, which constitute twe 
major versions of private financingof highei 
education. Both are being currently tried ii 
different parts of the country, the latter, o 
course, on a wider scale than the former 

Public Production and Private Financing 
Even while colleges arc run by the 
government, attempts arc often made to rely 
on private financing for specific purposes 
Two variants of this mode of financing may 
be distinguished. First, it has become an 
accepted practice for existing government 
colleges (and secondary schools to a larger 
extent) in many parts of the country to 
approach the public through parent-teacher 
and alumni associations for donations to 
meet their developmental needs fully or 
partially. It goes without saying that there 
cannot be any 100 percent private financing 
of government colleges. Nevertheless there 
can be no doubt that in the days to come 
greater efforts will be made to tap 
nongovernmental sources of finance for the 
running of governmental institutions like 
colleges and hospitals. Second, the 
government itself may take the initiative to 
start self-financing colleges, mostly 
engineering and medical, to be run by trusts 
or charitable societies registered for th< 
purpose. Such private financing has not ye 
made any headway in India; a rathei 
ambitious but controversial beginning 
however, has been made in Kerala. Th< 
Pariyaram Medical College initiated by thi 
state government, the B Tech courses start# 
by the Cochin University of Science an< 
Technology in Electronics and Cominuni 
cations Engineering, and Computer Scieritf 
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and Engineering and the College of Nuriing 
<B Sc) started by the Mahatma Gandhi 
University, Kottayam, are notable examffes 
of this variant. Such an option has been 
vehemently criticised by many. According 
to one view, the starting of such institutions 
by state governments and universities is 
bound to lead to conflicts between their 
regulatory and ownership roles out in the 
“event of any such conflict it is the regulatory 
role that is most likely to suffer [George 
1995:17]. Contrary to this approach, 
however, the Supreme Court has highly 
commended the initiative taken by the 
Mahatma Gandhi University, Kottayam, to 
start a self-financing college of Nursing 
(B Sc). The verdict came in a judgment 
handed down by a two-member division 
bench of the apex court in an appeal suit 
relating to the legality of a refundable deposit 
of Rs 50,000 collected from a student 
belonging to a backward community. The 
Court has held this newly started college 
.as a model for other states in the country 
to emulate {The Malayala Manorama , 
January 30). 

Private Production and Private Financing : 
This alternative refers to a mode of financing 
of private institutions of higher education 
totally independent of the public exchequer. 
Under this ahemati ve, the entire funds, capital 
as well as recurring, required for the 
establishment and running of the institution 
are raised by the agency concerned without 
recourse to governmental assistance. The 
institutions are fully owned, managed and 
financed privately subject to guidelines laid 
down by the government or the university 
as the case may be. 

From the foregoing discussion it is clear 
that privatisation of higher education 
essentially means increasing reliance on 
private sources of educational finance in 
place of ever-increasing government 
subsidies. The concept is applicable to 
institutions under private as well as 
government management. It goes without 
saying that if the full cost of providing 
higher education is met from private sources 
(not necessarily from students), the need for 
subsidising education will be eliminated 
altogether. By the same token, the quantum 
of subsidy is reduced in proportion to the 
increase in the recovery of costs of education. 
Thus cost recovery is a major instrument of 
privatisation of education. 

Methods of Cost Recovery* 

(1) Enhancement of Tuition and Other 
Fees: The level of tuition and other fees 
prevalent in colleges - arts and science as 
well as professional - in India is generally 
too low to make such institutions financially 
viable. In most cases tuition fees form only 
a negligible proportion (often below 15 per 
cent)'of the recurring expenditure. The 
difference constitutes the subsidy component. 

We have earlier noted that social goods 
are financed through the budget and made 
available to the consumers free of direct 


charge. The social goods caseinvol ves goods 
in which internal benefits to the individual 

..iM%KkaAim*r m supplemented by 

external benefits. In the case of the purely 
private goods, on the other hand, the cost 
is borne entirely by the buyers because there 
are no external benefits. Thus at the one 
extreme of the purely private good, subsidy 
becomes zero. At the other extreme of the 
purely social good, the subsidy pays the 
entire price (i e, the good isentirely provided 
for through the budget). In between we have 
the case of mixed goods likeeducation which 
are to be financed by a mix of private 
payments and of subsidies [Musgrave and 
Musgrave 1976:56-58]. The case for subsidy 
in the supply of education to the individual 
consumer is thus based on the fact that 
education is a mixed good involving 
substantial external benefits. However, it is 
widely agreed that such external benefits 
tend to taper off at higher levels of education. 
It is, therefore, rightly argued that the subsidy 
should be minimal in the case of higher 
education and that there should be greater 
correspondence between costs involved and 
fees charged. Such an approach favours 
enhancement of tuition fees and other related 
fees. In fact it is on the strength of this 
argument that efforts are under way in many 
states in India to streamline the fee system 
in colleges and universities. Full-cost 
recovery, however, is ruled out; just as heavy 
subsidisation of higher education is 
theoretically unsound, full-cost recovery of 
costs of higher education from the consumers 
is not favoured since all education, whatever 
be the level, generates external benefits of 
varying degrees. Instead, the aim should be 
partial but substantial cost recovery in higher 
education. It may be noted in this context 
that even in a highly developed country like 
the US where private universities charge 
much higher tuition fees than state 
universities, tuition fees form less that 40 
per cent of the costs; the rest comes from 
alumni support, endowments, etc. 

Granted that there is a genuine case for 
raising fees in universities and colleges, 
what should be the extent of the upward 
revision? This is indeed a thorny problem. 
In general we might caution that the upward 
revision should not be such that vast sections 
of students are forced to opt out of higher 
education. In economies like India which are 
characterised by high rates of unemployment. 
there is also the additional danger that very 
high fees at the univcrsity/college level might 
reduce demand for secondary education since 
most persons go for secondary education 
with a view to proceed to higher education 
as secondary education does not provide 
adequate employment opportunities. In order 
to reduce the adverse impact of a sudden 
hike in fees, it may be desirable to carry out 
the revision in a phased manner. 

(2) Student Loans: Any enhancement of 
tuition fee would surely make it impossible 
for some sections to go in lor higher 
education. To enable such sections to get 
enrolled in institutions of higher education 


a liberal system of student loans is often 
recommended. It is argued that the poor but 
well-motivated students could avail the loans, 
enrol themselves in the institutions of higher 
learning, get employed on successful 
completion of their respective courses and 
repay the loans as and when they are able 
to do so. Student loans are strongly 
recommended in terms of both equity and 
efficiency [Blaug 1970). The following 
advantages are claimed for student loans, 
namely (1) the loans would increase access 
to higher education; (2) they would increase 
diligence and efficiency of the students and 

(3) they provide for flexibility in the use of 
the loans. While much could be said in 
favour of student loans as a feasible option 
in the developed countries, two problems 
seem to stand out in developing countries. 
(l)The lending financial institutions might 
insist on security which the economically 
weaker sections among students may not be 
able to provide. (2) A more important 
limitation of student loans, however, relates 
to risk of nonpayment of the loans. As Tilak 
has pointed out, of a total outlay of Rs 869 
million on student loan programmes during 
1963-64 to 1987-88, only 5.9 per cent was 
recovered [Tilak 1995:27]. Heavy defaulting 
of student loans has been also true of other 
developing countries like Kenya, Honduras 
and Colombia. In the Indian context student 
loans have an added disadvantage' when 
higher education does not guarantee 
employment and as repayment of loans 
becomes compulsory, young graduates from 
poor households will be the worst affected. 
This limitation, however, does not apply 
equally to all forms of .higher education; 
professional graduates are not in the same 
predicament as ordinary graduates; the lot 
of commerce and business administration 
graduates is generally much better than that 
of arts and science graduates. In fact 
underlying student loans there is an implicit 
assumption that loans are sought only when 
the outcome is promising. For instance, it 
is inconceivable that a prospective college 
student in Kerala would go in for u student 
loan to complete a degree course in 
philosophy or history. 

(3) Earmarked Taxes: As noted already 
the case for cost recovery rests on the fact 
that governments are finding it extremely 
difficult to finance higher education out of 
general tax revenue. It is, therefore, suggested 
in some quarters that attempt may be made 
to recover costs of education through 
earmarked taxes specifically meant for 
education. Chiefly three forms of such taxes 
may be identified: (a) The payroll tax (also 
sometimes referred to as employer tax). U 
is an education-specific lax to he levied on 
those who use the educated manpowei Us 
rationale is that the employers who hue 
higher educated labour should be required 
to share the costs of production ol that 
particular form of ‘human capital’ F.vidently. 
therefore, the payroll tax for employing an 
engineering graduate will be proportionately 
higher than that for employing an arts 
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graduate. Payroll tax is not extensively 
practised. Its main drawback is that it might 
work as a disincentive to employers to hire 
graduates, (b) Graduate tax: Instead of the 
employer paying a tax on the graduates 
employed, the graduates themselves may be 
made to pay a proportion of their income 
for a specified period as repayment of the 
costs of their education. Of course, like the 
income tax the graduate tax also can be made 
progressive. The graduate tax, however, is 
also not widely used, (c) Educational cess: 
This is an earmarked levy payable by all 
members in a given region or group 
irrespective of participation in higher 
education. Generally a cess is imposed as 
a small fraction of some other already existing 
tax (e g, a library cess attached to professional 
tax or urban property tax). In India education 
cess was levied in the past for the promotion 
of school education only. 

Public finance theory provides only limited 
justification for earmarked taxes as they 
establish a direct link between decisions 
regarding raising of resources and decisions 
regarding allocation of resources. In India, 
however, economists of education like 
P R Panchamukhi (1989) have justified 
earmarked taxes on the ground that as funds 
for education from general tax revenue are 
subject to cuts, earmarked taxes would ensure 
a sure source of funds for education. The 
major problem with earmarked taxes and 
cesses is that they have a very limited tax 
base and hence they provide, especially in 
the financing of education, only a small 
fraction of the total requirements thus making 
the role of earmarked taxes insignificant. 

Any cost recovery scheme involves a 
certain degree of inequity as it reduces access 
of the lower-income population to higher 
education. It is for this reason that critics 
stress the need for an adequate provision for 
scholarships along with the proposals for 
cost recovery. Of course, as already 
mentioned, there is no theoretical justification 
for 100 percent cost recovery since education 
is a ‘mixed good’ and not a purely private 
good. 

Private Financing Versus Self-Financing 

We have noted that the most significant 
aspect of the process of privatisation of 
education now underway is the search for 
sources of finance outside the state budget, 
in sharp contrast to the privatisation in the 
past which was based on ownership and 
management of educational institutions. If 
privatisation basically refers to private 
financing, what are its implications 47 A major 
issue that deserves serious attention is the 
role of self-financing institutions - a widely- 
used term nowadays nevertheless highly 
misleading. Logically speaking, all colleges 
which do not depend on direct funding by 
the government are self-financing. But the 
term has unfortunately come to acquire a 
narrow and distorted meaning in India for 
which the capitation fee colleges are largely 
responsible. The first capitation fee college 


in India was opened in Karnataka in 19S3 
(the Kasturba Medical College set up by 
T M A Pai in Manipal) and eventually such 
institutions spread all over the country 
particularly in the states of Karnataka, Andhra 
Pradesh, Tamil Nadu and Maharashtra. The 
Karnataka government passed in 1984 the 
Karnataka Educational Institutions 
(Prohibition of Capitation Fee) Act, which 
sought to abolish capitation fee in a phased 
manner and permitted the continued 
collection of capitation fee for five years for 
the existing institutions to enable them to 
stabilise themselves. Also higher rat£s of 
tuition and capitation fees weie prescribed 
for non-Karnataka students. Following writ 
petitions filed by management? of capitation 
fee colleges a final settlement was reached 
between the Karnataka government and 
managements of private engineering and 
medical colleges regarding fee structure 
which was to come into effect from 1989-90. 
Accordingly, a student from Karnataka 
joining a private medical college would pay 
Rs 1.5 lakh (Rs 25,000 annually), a non- 
Karnataka student over Rs 3 lakh (Rs 60,000 
annually) and a foreign student as well as 
a non-resident Indian student over Rs 4 lakh 
(Rs 80,000 annually). A seat in a private 
engineering college would cost Rs 25,000 
to Rs 40,000 for a Karnataka student and 
Rs.60,000 for a non-Karnataka student. 
Candidates in the merit quota would pay the 
same fees as charged in government 
colleges - Rs 2,000 per annum in medical 
colleges and Rs 1,200 in engineering colleges 
[Kaul 1993:132-38]. This scheme was 
challenged by Mohim Jain, a resident of 
Meerut. A two-membei division bench of 
the Supreme Court headed by Justice Kuldip 
Singh in a historic judgment handed down 
in July 1992 observed, among other things, 
that: “Capitation fee is nothing but a price 
for selling education... A poor student with 
merit cannot get admission because he has 
no money whereas the rich can purchase the 
admission... Such a treatment is patently 
unreasonable, unfairand unjust... Capitation 
fee in any form cannot be sustained in the 
eyes oflaw ... and is as such illegal and not 
permissible” (The Hindu , April 11, 1993). 

The division bench held that capitation fee 
in any form even if disguised as higher 
tuition fee was unsustainable. The 
observation made by the division bench that 
“a poor student with merit cannot get 
admission because he has no money” seems 
to have overlooked the fact that according 
to the agreemeni reached between Karnataka 
government and the managements of private 
medical and engineering colleges prior to 
the riling of the writ petition by Mohini Jain, 
candidates in the merit quota were required 
to pay only the same fees as charged in 
government colleges. Subsequently, on a 
writ petition filed by private professional 
colleges challenging the division bench's 
judgment, in a majority three to two verdict 
handed down on February 4, 1993, a five- 
judge constitution bench of the Supreme 
Court headed by chief justice L M Sharma 


denounced arbitrary admission In 
management quota in professional colleges 
and levy of capitation fee but at the same 
time held that private educational institutions 
were entitled to charge a higher fee. 
According to the scheme prescribed by the 
court, at least 50 per cent of the seats in any 
private professional college shall be filled 
as Tree seats' by students selected on the 
basis of merit. The remaining 50 per cent 
of the seats shall be treated as 'payment 
seats' and shall be filled by candidates who 
are prepared to pay the prescribed higher fee 
and who also comply with the rules regarding 
deposit, cash security, etc. The allotment of 
students against payment seats also shall be 
done on the basis of inter se merit determined 
on the same basis as in the case of free seats. 
Every state government shall forthwith 
constitute a committee consisting of a vice- 
chancellor, secretary to government for 
education and director of medical education/ 
technical education to lix the ceiling on the 
fees chargeable by private unaided 
professional colleges. The bench justified 
differential prictngof professional education 
on the ground that a student “who is stealing 
a march over his compatriot on account of 
his economic power should be made not 
only to pay for himself but also to pay for 
another meritorious student”. Interestingly, 
the bench ruled that whether a private 
educational institution is Entitled to charge 
only that fee as is required to run the college 
or whether the capital cost involved in 
establishing a college can also be passed on 
to the students and if so, in what manner, 
shall be decided by expert bodies like the 
UGC, AICTE. etc. 

The reaction to the court ruling has been 
along expected lines. While the private 
managements have welcomed it. others feel 
that the fees charged by private unaided 
professional colleges must cover only the 
operating costs and not the capital costs 
which should be met from endowments 
and other sources. Many observers feel 
that while capitation fee as specific sums 
of money paid at the time of admissions 
may have been outlawed, the judgment has 
brought hack the system of charging tuition 
fees much higher than what the state- 
prescribed fees are. According to them this 
amounts to bringing in capitation lees by 
the back door (The Hindu , April 11, 1993) 
{Tilak 1994J. 

The verdict of the Constitution Bench of 
the Supreme Court raises many issues: (I) 
Is differential or dual pricing of higher 
(professional) education justified on moral 
and economic grounds? It seems that there 
is a strong case for charging only one rate 
of fee which may, from a practical point of 
view, be pegged at a reasonably high level, 
the meritorious poor students being provided 
scholarships from other sources: (2) Granted 
that some sections of the population can 
afford to pay the full cost of the education 
of their wards, should the community at 
large be completely freed from the 
responsibility of financially supporting 
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higher education? It is well known that even 
in the most affluent societies like the US, 
Students coming from rich homes are not 
made to pay tuition fees corresponding to 
full cost. 

User-Financing versus 

Community-Financing 

It was pointed out earlier that all colleges 
which do not depend on funding by the 
government are self-financing. In other 
words, the core of self-financing consists of 
reliance on non-govcrnmcntal sources of 
finance. If this is so, self-financing does not 
necessarily mean user financing; i e, the 
entire finance required being provided by 
the students (users) in the form of higher 
tuition fees Since education is a ‘mixed' 
good with considerable external benefits the 
community at large should assume a major 
responsibility in this regard and provide a 
large share of the funds - capital as well as 
current - required lor the purpose. Such 
funds could come from the alumni, wealthy 
and philanthropic families m the community 
(the term community is used in a broad sense 
here), private industry, foundations/uusis of 
different lypes, etc. Most private universities 
in the US, lor example, have an annual fund- 
raising campaign by their alumni 
associations. This system is not entirely a 
matter of resources; it is partly cultural. Wc 
have to develop a culture in which along 
with the pleasure of receiving, the virtue ot 
giving is also equally emphasised. As 
someone has observed, “It is not what you 
possess in life that gives your worth, but 
what you pass along to others”. India being 
a poor country, we cannot aspire to reach 
such a stage of community involvement in 
the field of higher education as prevalent in 
the US in the ioreseeable futuie. Nevertheless 
earnest efforts need to be made to move 
towards that goal eventually. In the 
meanwhile we have to be content with a 
compromise arrangement under which there 
is uniform hut substantial upward revision 
of tuition fees followed by a liberal scheme 
of scholarships tor the meritorious poor 
students. While financial assistance from the 
government may not be continued at the 
existing high levels, it should not be ruled 
out altogether. Modest governmental 
assistance does not infringe upon private 
financing. 

User-Financing versus State-Financing 

Privatisation is often misinterpreted to 
mean complete withdrawal of the slate 
from financing higher education. Such a 
wrong dichotomy, is fraught with serious 
implications. While one can appreciate the 
difficulties faced by the state in recent 
times in maintaining higher education 
subsidies at their present high level, it does 
not follow that henceforth the state should 
withdraw completely from any financial 
commitment towards this sector. Just as a 
given subsidy may vary from zero to 


hundred per cent private financing also 
may vary within such limits. The relevant 
issue is the extent of subsidy consistent 
with the fiscal goals of the government. 
From an excessive degree of public subsidy 
one does not have to move towards the 
opposite extreme of Aero subsidy in the 
name of privatisation This is exactly what 
the so-called sclf-fmancingcolleges purport 
to accomplish Undci this dispensation the 
entire costs arc sought to be realised 
from the users namely the students/parents. 
Such an approach conflicts with the welfare 
as well as the development roles of the 
state. 

There are several reasons why state 
subsidisation of higher education should 
continue, albeit at a reduced level. (l) Even 
where there is a strong case lor reducing 
public subsidy to higher education, it is 
urged that the reduction should he carried 
out in a phased manner [Wolff 1984,30| 

(2) Subsidy is also favoured on equity 
grounds as education is considered to be a 
major source of inequality in developing 
countries. It is argued that well-to-do parents 
die apt lo ho better educated and that they 
presumably l acelowci costs than pool parents 
probably m absolute terms and certainly m 
relation to their income [Fields 1 *>80:269) 

(3) 11 may also be noted that in many countries 
where the private sector has come to play 
a predominant role m higher education, 
government support is an important source 
ol tending even lor the private sectoi. For 
instance, in many piestigious universities in 
the US such as Harvard, Colombia and Yale, 
slate scholarships are a major souice ol 
funding (cited in Tilak 1993.247], (4) More 
importantly, it is also pointed out that the 
stale cannot simply surrender its 
responsibility by leaving the domain oi higher 
education entirely to the private sector whose 
motivation m establishing self-financing 
colleges, especially in the medical and 
engineering fields, seems mainly to consist 
mthcii pu»lliability |Kothan 1986:593-% |. 
(5) Finally one otten comes across the 
criticism that bv concentrating on profit- 
yielding, cheap caicei-oriented courses, the 
sel Mi nancing institutions pro vide vocational 
tunning under the name of higher education 
[Tilak 1993:2521. 

Co\( j.USION 

In sum, what emerges from our discussion 
is that higher education offers amule 
opportunities lor participation by both private 
and public sectors The inadequacies or 
rigidities arising from exclusive reliance on 
either sector or any one form of private 
initiative can and should be corrected by 
diversifying the mode of financing. Whether 
individual institutions of higher education 
are formaily classified as public/private or 
not, the most sensible option under the 
prevailing conditions in India is not only to 
broaden the financial base of higher 
education, but also to restructure higher 
education n terms of courses and content 


in order to make it more relevant (without, 
of course, neglecting basic sciences and 
research). Under nocircumstances, however, 
the entire cost ol providing higher education 
should be recovered from the immediate 
beneficiaries which is exactly what the self¬ 
financing colleges seek to accomplish. 
Instead, besides the students currently 
enrolcd, as many supporting agencies as 
possible such as alumni, industry, 
philanthropists, foundations, trusts and 
endowments should be involved in financing 
education 

Notes 

{This is a revised version of a lead paper I had 
prepared fnr discussion at the annua! meeting 
of social scientists held ai Madras Institute 
of Development Studies during December 
1995 I am graieful lo MIDS for the invitation 
and to Jandhyala B O Tilak and S Neelakanian 
lor their valuable comments and suggestions ) 

1 This pan of the paper has drawn heavily on 
Tilak, JandhyalaB G( ?,99*i Tost Recovery 
Approaches in Education m India’ 
Occasional Paper 19 National Institute of 
Educational Planning anJ Administration. 
New Delhi The debt is giutcfuily 
acknowledged 
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Fishing in the Tawa Reservoir 

AdivasisStruggle for Livelihood 

Sunil 

fimteha 

Fishing co-operatives ofadivasis are emerging as a reliable alternative 
in preserving the natural resources of the Tawa reservoir . 

THE Tawa dam was built for irrigation fishermen, and (3) to increase the revenues 
purposesontheTawariver.Theconstruction of the state government. A study of the 
of the dam which is in Hoshangabad district, iorporation from its inception to the present 
Madhya Pradesh, was started in the 1960s day will show that the corporation has not 
and was completed in 1975.Forty-one villages been successful in fulfilling any of these 
were submerged. Almost all the inhabitants objectives (Table 1). 
were adivasis'. Along with the villages about These figures reveal that though the fish 

20,000 hectares of dense forest was also yields have .increased, there are wide 
submerged. The Tawa dam irrigates a large fluctuations from year to year. It has often 

area of Hoshangabad district, though there happened that in certain years, yield has 

are problems of waterlogging and salinity, drastically reduced by one-half or one-third 

Some areas do not get enough water. Within of earlier yields, 

theirrigatedareaalmostalltheadivasivillages If we set aside the figures for the year 
are unirrigated due to their being situated at 1994-95 when the contractor system was in 

a slightly higher level. If. is obvious that when' force, the maximum yield was 164.5 tonnes 

the plans were made, irrigating these villages in 1989-90whereas in 1984-85 the yield was 

by lift irrigation or some other method was a mere 16.5 tonnes. The yield per hectare in 

not thought of. Like in many other mega the Tawa reservoir has varied from 1.4 kgs 

projects, it is the adivasi who have had to per hectare to 14.1 kgs per hectare. This yield 

sacrifice their land for the sake of progress is poor compared to other reservoirs. The 
and development while the beneficiaries have Bargi dam which was built fi ve years ago has 

been others. a per hectare yield of 30 kgs. 

The adivasi villages which were displaced There can be several reasons for the wide 

due to the dam have not been rehabilitated, fluctuations in yields and subsequent* poor 
They have hardly received any compensation, production: (1) There may be a fluctuation 
Therewasnoattempttogivethemaltemative in the quantity of fish spawn which is 
land suitable for agriculture, or give them introduced yearly in the reservoir by the 
suitablealtemativeemployment. Rather,they FDC. Though Table 1 (obtained from the 
have been forced to move in a haphazard corporation records) shows over the years an 
mannerto a higher altitude near their original increasing collection* of fish spawn, these 
and now submerged villages. They were not figures are not reliable. The common feeling 
giventheminimumconvenienceslikedrinking is that a large quantity of the spawn are not 
water, roads, grazing areas which were introduced into the waters; (2) Another reason 
available to them before. They were forced for low yields could be illegal or unlicensed 
to clear forests and rebuild their homes. 


fishing; (3) Pollution from the Sami thermal 
power station in the nearby Betul district may 
be another reason. Its waste ash is dumped 
into a tributary oftheTawariver. Frequently, 
when the ash content is high, the waters of 
the Tawa river turn milky-white. Those 
inhabitants of the upper reaches of the river 
say that they have seen shoals of dead fish 
when the water is discoloured. An immediate 
study is necessary to find out the effects of 
this pollution on human life, plant and animal 
life on the banks of the river and nearby. But 
the FDC has ignored this aspect; (4) Fishing 
in the reservoir is hampered by the dead 
tree trunks of the decimated jungle. Nets 
snag on these stumps and the catch is lost; 
(5) Unlicensed fishing obviously goes 
unrecorded. Evasion of royalty payment to 
the state by illegal fishing is common. The 
corporation staff is either indifferent to this 
illegal fishing, or hand-in-gloves with those 
engaged in illegal fishing. 

In the 16 years since the formation of the 
FDC, the state government’s income from the 
Tawareservoirhasbeendecreasing (Table 2). 
In fact there has been loss incurred in the 


Table 2: Income Generation and Expenditure 
Incurred from Tawa Reservoir 

{In lakh) 


Year 

Income < 

Expenses 

Incurred 

Profit-Loss 

1979-80 

2.4 

2.1 

+0.3 

1.980-81 

8.0 

4.6 

+3.5 

1981-82 

4.0 

5.0 

-1.0 

1982-83 

3.6 

4.8 

-1.2 

1983-84 

8 2 

6.3 

-1.9 

1984-85 

2.5 

3.9 

-15 

1985-86 

1.6 

3.8 

-2.2 

1986-87 

14.9 

10.1 

+4.7 

1987-88 

16.3 

10.8 

+5.5 

1988-89 

9.4 

6.0 

+3.3 

1989-90 

20.3 

12.4 

+7.9 

199091 

17.5 

13.9 

+3.6 

1991-92 

19.9 

225 

-2.6 

1992-93 

11.8 

165 

-4.7 

1993-94 

11.8 

15.3 

-3.4 


These villages resettled on the banks of the 
Tawa reservoir. Since the majority of the 
displaced adivasis, especially those from 
‘forest villages’ did not have ‘pattas’ (legal 
title to land) issued by the revenuedepartment, 
they were not entitled to compensation 
according to law. But those who wereentitled 
to compensation got amounts of Rs 150 per 
acre, Rs 65 per acre, Rs 35 per acre and 
R$ 18 per acre. It is difficult to imagine land 
available at these rates anywhere in the world. 
The case of Tawa is a unique example of the 
injustice inherent in displacement of people. 

Fish Production, Income and Employment 

In 1979 Madhya Pradesh established the 
Fisheries Development Corporation (FDC). 
The corporation has since then been managing 
the fish production in the Tawa reservoir. The 
three stated objectives of the corporation are: 

(1) to increase fish production in the reservoir, 

(2) to improve the economic condition of 


Table I: Fish Production in the Tawa Reservoir 


Year 

Yield 

Yield 

Collection 

Maximum 

Wages Paid 


(in Metric 

Per Hectare 

of Fish Spawn 

Numberof 

to Fisherman 


Tonnes) 

in Kgs 

Seed 

Fishermen 

(in Lakhs) 



(In Lakhs) 

Employed 


1979-80 

35.4 

3.0 

2.4 

40 

0.7 

1980-81 

77.1 

6.6 

10.4 

73 

1.7 

1981-82 

38.2 

3.3 

16.7 

59 

1.1 

1982-83 

40.9 

35 

72 

60 

1.1 

1983-84 

585 

5.0 

3.1 

72 

1.8 

1984-85 

165 

1.4 

2.9 

50 

05 

1985-86 

26.9 

2.3 

7.6 

34 

0.9 

1986-87 

110.8 

95 

7.6 

100 

4.0 

1987-88 

1435 

12.3 

29.0 

115 

4.8 

1988-89 

58.3 

5.0 

155 

102 

2.6 

1989-90 

1645 

14.0 

212 

125 

6.3 

1990-91 

130.7 

112 

20.7 

120 

6.1 

1991-92 

146.0 

125 

21.1 

110 

75 

1992-93 

87.9 

75 

17.6 

116 

4.6 

1993-94 

84.4 

72 

275 

177 

4.9 

1994-95 

176.0 

15.0 

18.0 

238 

62 


up to 

January f995 


870 
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seven years from 1981*82 to 1985-86, and 
again from 1991-92 to 1993-94. The 
maximum loss of Rs 4.71 lakh was incurred 
in the year 1992-93.Lastyear.ihe government 
earned a good income because the reservoii 
was auctioned to a private contractor. 
Decreasing income or loss can be due to two 
reasons: (1) decreasing production and 
evasion of royalty by illegal fishing; (2) the 
huge expenses incurred by the corporation. 
Besides the increased cost of gathering fish 
spawn (though the real figure can only be 
obtained by a careful survey), there is the cost 
on the manpowercmployed by the corporation. 
There are 27 employees of which four are 
officers. Salaries, allowances, office expenses 
including costs incurred on vehicles cost the 
government Rs 17 lakh per year. In 1991-92, 
the costs had gone up to Rs 22.4 lakh. The 
reasons for the poor production and losses 
incurred and who is responsible for the 
latter, despite the good potential for fish 
production in theTawa reservoir is a subject 
for study. 

It is not as if that the fishing activity has 
provided the local people with any substantial 
employment or income. The number of 
fishermen working in the Tawa reservoir has 
been low. The figures of the employed and 
the wages paid are given in Table 1. These 
are however not the actual earnings that the 
fishermen received. A number of middlemem 
take away most of the income. Only a few 
people own the special fishing nets (known 
as 'mahajal*) which are necessary for large- 
scale fishing. It is they who hire contract 
labour to do the actual work. The current 
wages range between Rs 12 to Rs 20 per day. 
The raLes which are fixed by the corporation 
benefit only the owners of such nets. In fact, 
the actual owner deducts the money spent by 
the labourer on food, bidis or tobacco from 
his/her meagre wages. Thus, the actual owner 
behaves like a small contractor or acapitalist. 
The Fishermen do not get minimum wages 
for their hard work. Till this practice of 
middlemen is eliminated and fishermen own 
the special nets, such exploitation will 
continue. (See Table 1 for incomes of 
fishermen during 1994-95 when a private 
contractor was employed.) 

Another irony of the fishing industry in 
the Tawa reservoir has been that the adi vasis 
displaced by the project have not been 
involved in it. The people employed in 
fisheries have been from other parts of 
Hoshangabad district, state and country. The 
corporation has never genuinely attempted to 
involve the project displaced people and 
others who are living in more than 40 villages 
in the vicinity of the Tawa reservoir. Even, 
had the corporation attempted, the wages 
were so unattractive and the bureaucratic red- 
tapism and corruption so pervasive that local 
fishermen were sure to get alienated. As a 
result, the locals neither could make a living 
out of fishing nor could use fish as a source 
of food. If they did so, they were branded 
as "thieves*. 


There have been innumerable incidents 
over the years when boats and nets of the 
locals have been confiscated by the 
corporation; local people were caught and 
taken to the police station or they had to pay 
bribes to the corporation staff and the police. 
This is an excellent example of the tragedy 
of modern development where the adivasi 
becomes a thief in his own area. 

Like in other reservoirs, the history of the 
FDC in the Tawa reservoir has been one of 
inefficiency, indifference, corruption, 
exploitation and anti-people activities. It has 
been a total failure in its objectives of 
conserving and developing the fishing 
resources of the reservoir so as to increase 
the income of the local population and improve 
their economic condition. 

In 1994-95, the Madhya Pradesh 
government decided to auction the reservoir 
to private contractors. A contractor from 
Bhopal. Anwar Mian, formed the Adarsh 


Machua Sahakari Samiti (translated as Ideal 
Fishermen's Co-operative Society), 
Budhwara, Bhopal and bid a sum of Rs 
30,80,000 and was awarded the contract. By 
forming a co-operative society he was entitled 
to a discount of 5 per cent from the highest 
bid. Anwar Mian has been associated earlier 
with the Tawa area and since many years has 
been taking the contract to market the fish 
caught under the management of the FDC. 
He has also been associated with fishing in 
the Barna and Halali reservoirs. This year, 
though the corporation and the state 
government got a good revenue, several 
questions have been raised. The primary one 
being that the local people got no employment 
Even the few fishermen who had been working, 
making a livelihood somehow from theTawa 
reservoir, could not find work with the 
contractor. To stop "stealing* of fish from 
the Tawa reservoir, the contractor employed 
dozens of thugs who beat up villagers and 
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spread terror in the area. The villagers could 
not even taste fish this year. Further, the 
contractor knew that the following year he 
would not get the contract. The state chief 
minister had announced on February 13, 
1995 in Tawanagar that from next year the 
contractor system would be stopped and the 
project-displaced people would be given the 
fishing rights. Hence, thccontractorexceeded 
the limits imposed on fishing. Though it is 
forbidden to catch Kalla fish weighing less 
than two kgs and major carp weighing less 
than one kg, as written in the contract, this 
year fish of bdth varieties weighing less than 
the prescribed weight were caught. The 
corporation turned a blind eye to this gross 
violation of the contract. As a result of this 
overfishing, fish production in coming years 
may be severely curtailed. The contractor has 
harvested in one year yield of two-three 
years. By terrorising villagers, exploiting 
fishermen and the resources of the Tawa 
waters, the contractor was able to earn a huge 
profit and the state government earned even 
more. 

Third Alternative: People's Management 

An alternative management approach to the 
corrupt bureaucrats and exploitative private 
contractors has been successfully tried out 
in the Bargi reservoir. After a long struggle 
and agitation the displaced of the Bargi dam 
have been awarded.as part of their 
rehabilitation the fishing rights on a co¬ 
operative basis. The displaced villages formed 
54 co-operative societies which were then 
linked to form a co-operative marketing 
federation which now looks over the work 
of the co-operatives. They have raised the 
wage rate fo'r fishing, given employment to 
local people and at the end of the year have 
shown a saving worth Rs 25 lakh. The 
motivating factor behind this success is the 
organisation of the displaced people of the 
Bargi dam. 

A similar process can be tried out in the 
Tawa reservoir. A grass roots organisation, 
Kisan Adi vasi Sanghatana has been working 
for the past 10 years among the project 
displaced and other villagers and articulating 
their problems. It is at the instance of this 
organisation, and with the assistance of the 
district administration that 35 primary 
fishermen's co-operative societies have been 
formed. Soon, these societies will be linked 
up to form a marketing federation, which will 
have elected members from the societies. The 
office-bearers of the federation will be elected 
from these elected members. The co-operative 
societies members will do the actual job of 
lishing and the federation will market it. The 
experience and the assistance of the Bargi 
federation will help in marketing the fish. 
These samitis have already decided that they 
can afford to pay a royalty of Rs 4 per kg 
of fish to the FDC. This amount is much less 
than what the contractor paid but it is much 


better than the losses incurred by the 
corporation in earlier years. 

About 98 per cent of the members of the 
Tawa co-operatives are adivasis. They are 
mostly young, skilled and experienced 
fishermen, and are very enthusiastic about 
this new opportunity. If they manage to get 
new boats and the fishing nets (‘mahajal’), 
they arc confident of improving the rate of 
fish production. They wish to remove the 
stigma of ‘thief attached to them and live 
with self-respect. This employment will be 
a partial recompense for what they and their 
families lost about 25 years ago. They have 
also become aware of their rights. On 
September 6-7, 1955 the fishermen of the 
Tawa united and took out a boat rally on their 
old, small battered boats. Defying existing 
laws, they fished in the Tawa waters and sold 
the fish at the nearby town, ltarsi. This was 
their ‘Machli Satyagraha’ to show that they 
want to control and manage the natural 
resources in the area that belongs to them. 
They have decided they will not allow any 
private contractors and outsiders to enter the 
Tawa reservoir. 

But this awareness and aspiration of the 
dispfaced tribals is not liked by those sitting 
in the government. In fact, the vested 
interests in MPlhe government do not want 
to transfer control of fishing rights to an 
organised and awakened mass of local 
people. The MP fisheries development 
corporation is famous for corruption. The 
officials of the corporation fear that they 
will be deprived of their cuts and com¬ 
mission. Therefore, after prolonged talks 
and discussions, the officials refused to 


grant the fishing rights ip the Tawa on the 
pattern of Bargi, as demanded by Kiaan 
Adivasi Sangathan. The Sangathan was 
forced to give a call for 24 hours road 
blockade on December 9,1995 at Kesla on 
Bhopal-Nagpur national highway. The 
administration resorted to repressive 
measures. Around 2,000 tribals including 
many women and aged persons, were badly 
lathi-charged. Their cycles, cloths, blankets 
and other belongings were looted or 
damaged by the police. Around 200 tribals 
were arrested. False cases were framed 
against 12 selected activists. 

This was first major act of repression 
against the tribals by (he present government 
of Madhya Pradesh, which is boasting of 
passing resolutions in favour of giving self- 
rule to the tribals under the sixth schedule 
of the constitution. When Ihere were i ikju iries 
in the MP assembly, the government denied 
the reports of lathi-charge. The home minister 
reiterated the government's commitment to 
provide the fishing rights to the displaced 
of the Tawa without spelling out its 
mechanism The terms and conditions 
offered by the fisheries development 
corporation are a mockery of the basic 
principles of co-opeialive movement, and 
are noi acceptable to the displaced tribals. 
In the view of the latter, it will bcnelit only 
traders and the corporation officials, and 
not the actual fishermen. The co-operative 
societies of displaced fishermen have since 
then boycotted all meetings called by the 
adinini stratum and decided to continue their 
agitation for full control of fishing resources 
of the Tawa reservoir. 
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Rescuing Mumbai’s ‘Child Sex Workers’ 

Flavia Agnes 


If the present economy warrants a new type of flesh trade , then the 
brothels situated in the midst of the city , which had catered to the 
industrial workers of yesteryear, will have to give way to new market 
forces and the land made available for other uses. Could this he among 
the motivations for the drive to rescue * child sex workers' in Mumbai? 


TH£ story starts with an article in the 
morning paper about a month ago: 70,000 
sex workers in the city, 65 per cent of whom 
are infected with AIDS. The spread of the 
disease must be arrested. 

The chief justice of the Bombay High 
Court responds with immediate effect. The 
article is converted into a petition. The 
petitioners, the public at large. A suo motu 
order is issued against the state, the police 
and the municipality. The judiciary directs 
the executive to evolve a scheme tor the 
rehabilitation of girls procured for sexual 
slavery aud for carrying out HIV tests for 
the willing sex workers. 

The city police spring into action. 
Government-aided orphanages are contacted 
regarding vacant beds available in their 
premises, without specifying the purpose for 
which this information is sought A high 
level of confidentiality is maintained. The 
available space in government-run rescue 
homes along with aided institutions adds 
up to 450. 

And then the rescue operation starts. 
Within a couple of hours 'the girls are 
‘rescued*. No more, no less. Just around 450 
4 as per the available space. The operation is 
smooth and swift. And they are unloaded 
upon shocked wardens of shelter homes and 
city orphanages. 

The operation is so swift that there is no 
lime to collect belongings, babies or 
medicines of the 'rescued minors’. Perhaps 
they were meant to return a few days later 
and there would be ‘business as usual*. 

But this lime things do not follow the 
usual pattern. The child sex workers (CSWs 
is the new term) are now under public 
scrutiny. The advocate general makes a 
statement in court regarding the successful 
rescue operation. But not all are minors and 
not all are sex workers. But in such smooth 
and swift operations there are bound to be 
a few casualties. That is unavoidable. 

The statement is followed by another order: 
‘The ‘rescued minors’ cannot be released 
until further orders... Even if there is an order 
of a magistrate or a juvenile court to this 
effect.” No tampering with law, order or 
justice this time. The girls must identify their 
exploiters so that tfte police can proceed 


with their task. The minor girls must fulfil 
their duty and assist the state in enforcing 
law and order. Something the city police 
could not do for decades. The state of trauma 
the girls are »n is irrelevant. 

The girls pose a social problem. The 
aided orphanages also run schools. There 
is fear and panic among ‘respectable* 
parents who do not want their children to 
mingle with the infected scum of the city. 
The institutions are left with no choice but 
to rush to thp court and pray that their 
orphanages be cleared of the ‘rescued 
minors’ The girls are shunted away to the 
beggars* home. 

Now they are in quarantine. No one can 
meet them. A little solace offered by a few 
soual activists is cut off. But this measure, 
though harsh, is necessary so that those 
interested in confining the girls in sexual 
slavery arc kept away. This is the plea made 
by the well meuning state, which in any case 
is the guardian of the ‘rescued minors'. 

* The captive girls have to be tested. Health 
checks and epidemiological surveys. Blood 
tests for STD and HIV, despite the govern¬ 
ment policy on AIDS which prohibits 
mandatory testing. But then the right arm 
of the state is not aware of the policy of its 
left arm. The policy on HIV testing is not 
communicated to the institutions housing 
the girls. 

What would he the outcome of the tests? 
The state welfare functionaries say that they 
would evolve two different packages. One 
for the HIV negative and another for the 
HIV positive. The negative one’s would be 
rehabilitated. And the others? 'Well...What 
is the point in spending money on their 
rehabilitation since, in any case, they are 
doomed?’ 

Now there is cause for alarm. Social 
organisations intervene to secure an order 
against further testing. But since the blood 
is already collected for STD tests, HIV testing 
is only incidental, a by-product. According 
to the director of health services, the rare 
opportunity of testing 450 CSWs for 
gathering epidemiologic data cannot be lost 
on grounds of ‘human rights’ or ‘morality’. 
He assures that no harm will be caused to 
the girts gs the tests will be ‘unlinked, anony¬ 


mous*. It is time to' be grateful for small 
mercies. 

There arc ironies galore. Half the rescued 
girls are minors aged between 10 and 15 
years for whom childhood means captivity. 
So they must lie that they are 20 and above. 
The others are above 20. Some even above 
25. But to meet the magical figure of 450 
the police insist that they are all minors. So 
ossification tests are necessary to arrive at 
the correct age. Until the reports are sub¬ 
mitted to the court, even those who arc 
obviously adults cannot be released. 

Then of course there is the problem of 
‘outsiders*. The Nepalese and the Devdasis 
of Karnataka. They must be rehabilitated 
in their own native land. It does not matter 
that they were used and abused in this city. 
It does not Tnatter that back in the village 
there is no ‘home* left. They are the wards 
of their native slate. The constitutional 
guarantee of freedom of movement does 
not seem to apply to minors m captivity. 
Their will does not matter, it is feasibility 
that counts. The rescue homes in and around 
Mumbai have nu space for rehabilitating 
‘outsiders’ 

The children are hungry. The food in the 
government homes is inadequate They sleep 
on the floor, still wearing the clothes in 
which they were ‘rescued*, huddled together 
in 50s and 100s. They admit they are sinners'. 
They do not want to live... 

It is the duty of those : n charge to ensure 
that there are no mishaps. To ensure that 
the girls are still around when a scheme 
for rehabilitation is finally evolved and the 
funds are released for its effective 
implementation 

Meanwhile, if the cu> needs 450 more 
girls to take the place of those in captivity, 
they will be procured. But, on ihe other 
hand, if the present economy w arrants a new 
type of flesh ttade. then the brothels situated 
in the midst of the city which had catered 
to the industrial workers of yesteryear will 
ha\ e to gi ve way and the land made available 
to the new market forces. If that be so. there 
will be another raid in another month and 
the cycle will start all over again. 
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RUSSIA 

Twentieth Party Congress 

Celebration, Indifference and Revilement 

Dev Murarka 

The 40th anniversary of the Twentieth Party Congress was observed in 
Moscow and some other cities in Russia in February, though not in a 
manner worthy of its significance . There have been no reports of it 
being marked in the other territories of the former Soviet Union. This is 
not surprising, given the state of moral and intellectual decay into 
which contemporary Russia has fallen , not caring or wanting to know 
what its history of the Communist period is, not wanting to draw proper 
lessons from its failures and achievements . The supposedly resurgent 
Communists in Russia marked the occasion in their own way , by 
beginning a process of rehabilitation of Stalin and denouncing the 
Congress! • 


1 

The Genesis 

FORTY years ago, on February 25, 1956. 
an epoch-making event took place in 
Moscow. Its echoes may have died down but 
its consequences are still reverberating 
throughout the world, even if the occasion 
itself is only dimly remembered. Its chief 
organiser, Nikita Khrushchev, could have 
hardly foreseen the scale of the impact it was 
to make. This event was the Secret' speech 
he made at a closed session only for the 
delegates to the 20th Congress of the 
Communist Party of the Soviet Union 
(CPSU), held from February 14 to 25, on 
The Cult of Personality and Its 
Consequences*. The content of the speech 
was singular, devoted to demystifying Josef 
Stalin, who had died in 1953, and expose 
the crimes and repressions committed by 
him and under his guidance. It was the 
beginning of the end of the worldwide 
Stalinist style communist movement, in the 
Soviet Union above all, as an idedlogical 
and moral force in politics, a process still 
going on after four decades and far from 
complete* 

The 40th anniversary of the Congress was 
marked in Moscow, and some other cities 
in Russia in February this year, though not 
on any grand scale, not in a unified way and 
not always in a manner worthy of its 
significance. There have been no reports of 
it teing marked in other territories of the 
former Soviet Union. This is not surprising, 
given the state of moral and intellectual 
decay in which contemporary Russia has 
fallen, not caring or wanting to know what 
its history of the communist period is, not 
wanting to draw proper lessons from its 
failures and achievements. Also because the 


Soviet Union, too, has passed into history. 
Most people have forgotten the occasion, 
above all the new bom, largely ignorant 
‘democrats’ who owe their very existence 
to the processes started at the Congress. 

By far the most important of the 
celebrations was a round-table organised at 
the Gorbachov Foundation on February 22. 
presided over by Mikhail Gorbachov, in 
which a number of scholars and eyewitnesses 
to the event took pan. The overwhelming 
impression conveyed by their discussion 
was that notwithstanding all the complexities 
of the subject, taking fully into account its 
negative and positive consequences, it was 
unquestionably a historic turning point and 
Khrushchev was fully justified in making 
his anti-Stalin speech. Another gathering 
was at the Memorial Society, where speakers 
were mainly from the community of writers, 
some of who had themselves been inmates 
of Stalin's camps. Naturally, the emphasis 
there was on recalling the abolition of camps 
and release of prisoners. 

The communists marked the occasion in 
their own way, by beginning a process of 
rehabilitation of Stalin and denouncing the 
Congress! Indeed, one of their leading 
philosophers, Richard Kosolapov, openly 
denounced the event. Writing in Pravda 
Rossii , the official organ of the Communist 
Party of Russia published as an inside 
supplement in Pravda, he began with a 
falsehood, that the speech was only apersonal 
decision of Khrushchev without approval of 
the collective, i e, the Presidium (or the 
Politburo as it was subsequently called) of 
the Central Committee of the CPSU. 

This, it would become evident further 
down, was not at all so. He went on to argue 
that this opened the path for anti-communists 
to take over the party. However, the most 


revealing of the attitude of the present day 
Russian orthodox communists was 
Kosolapov's announcement to deliver a 
lecture that with the title ‘The First Betrayal’. 
Obviously, he meant that Gorbachov's 
dissolution of the party was the second 
betrayal. 

Inline with this thinking, the leader of the 
Communist Party of the Russian Federation 
(KPRF), Gennady Zyuganov, wants Stalin 
to be remembered only for his war time 
leadership and other constructive achieve¬ 
ments. Interesting, too, to note that though 
Pravda published a fairly detailed and 
surprisingly objective report about the round¬ 
table at the Foundation, it scrupulously 
avoided mentioning that Gorbachov presided 
over it. Moreover, the Gorbachov Foundation 
was described as the 'International 
Foundation for Social-Economic and 
Political Research’. How endearingly like 
the communists! 

In any case, anniversaries ol the 20th 
Congress have had a twisted history of their 
own. After the coup against Khrushchev in 
October 1964, during the long Brezhnev 
period it became almost a taboo to recall the 
event. It was only after Mikhail Gorbachov 
came to power in March 1985 that the event 
began to be recalled and the impression 
given, though not too loudly, that the 
reformist credo of the new Soviet leader 
traced its ideology and legitimacy to it. But 
that epoch also proved to be short-lived 
because the Soviet Union disintegrated at 
the end of 1991. Therefore, the latest 
celebration of the event in Moscow had a 
nostalgic poignancy, combined with bitter¬ 
ness, incomprehension and indi fference. This 
atmosphere was representative of the great 
divide in any perception of the past which 
now exists in the society. 

To properly appreciate and evaluate the 
event four decades later in its historical 
context, the circumstances and times in which 
it took place, must be delineated. It should 
be recalled that Stalin was worshipped and 
revered by most of the Soviet people and 
communists worldwide even after his death 
in 1953. In the immediate aftermath of his 
death his successors could not but continue 
in the same vein. 

However, the burden of Stalin’s deeds, the 
suffocation under the closed system he had 
established, was becoming redundant and 
unbearable even during his last years. The 
dilemma of his successors was that any 
significant change could not be made without 
subjecting him to criticism and even the 
• tiniest criticism soon after his demise could 
not but have produced an apocalyptical 
effect. But the compulsion to dispense 
simultaneously with his inherited policies 
and legitimise a departure from them did 
exist and became the leitmotif of the 
conveniently timed 20th Congress. After all, 
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Stalin's crimes could not have remained 
hidden from the world for ever. Far more 
important is the question why its shattering 
effect could neither be guessed at nor 
controlled? 

Collective Decision 

Until recently, there was a widespread 
perception even among scholars of Soviet 
affairs that the decision to denounce Stalin 
was taken personally by Khrushchev only. 
This impression was strengthened to a great 
extent from his own memoirs first published 
in the west in the 1970s. However, evidence 
from previously secret archives has now 
made it clear that while Khrushchev was the 
most insistent driving force behind the policy, 
it was a collective decision by a majority 
of the Presidium. 

It came about because in the aftermath of 
the death of Stalin the question of releasing 
the large number of detainees from prisons 
and camps began to acquire political and 
social urgency. Soon after his death in 
March 1953 tamities of those arrested and 
repressed began to ask for re-examination 
of their cases. Among others, Anastas 
Mikoyan, a prominent leader of the party 
at the rime, received many such requests. 
Simultaneously, and strangely enough, at 
the initiative of Lavrenti Bcna,the infamous 
intelligence and security chief of Stalin, 
open hints appeared in the press about the 
beastliness of the security organs. He was, 
of course, among the conlendeis for power 
after Stalin, and even released some prisoners. 
However, it was not done in any systematic 
way. Besides, Beria was loathed and greatly 
feared by his colleagues. He was arrested 
and executed after a flimsy trial on false 
charges in December 1953. 

After his execution, information about his 
responsibility for misdeeds in the 1930s and 
1940s began to pour in. Earlier periods were 
also investigated. By the autumn of 1955 a 
ghastly picture had begun to emerge. 
Meanwhile. Mikoyan, a senior Presidium 
member, was surprised that all the requests 
for rehabilitation which he had received and 
forwarded to the Prosecutor General * s office, 
were fulfilled; there was not a single refusal. 
From this period a big change on (hequestion 
began to come over in Khrushchev. Mikoyan 
has recalled: 

I went to Khrushchev and in a one-to-one 
conversation told him... At some stage, it 
is necessary to tell, if not the whole party 
then to the delegates to the first post-Stalin 
Congress, what had taken place. If we do 
not do this at this Congress and then some 
day, some one will do so, without waiting 
for the next Congress, everybody will quite 
justly think us fully responsible for the 
crimes committed... Khrushchev listened 
attentively... 


The idea made sense to him. All the more 
so because he had ensured that his own 
considerable role in the repressions would 
not come out by ordering the pertinent files 
to be destroyed. 

However there were sharp disagreements 
among the Presidium members on this 
sensitive issue. Ultimately, at its meeting on 
December 5, 1955, after extremely sharp 
discussions, it was decided to appoint a 
commission, headed by Pyotr Pospelov, a 
secretary of the Central Committee, to 
investigate and report on the matter. 

On February 1, 1956, a couple of weeks 
before the Congress, the Presidium again 
heatedly discussed the responsibility for the 
repressions. Facts were disclosed about 
Stalin's rote in the terror and repressions 
which really shook the members. One of 
them remarked, “If the facts are true, is this 
communism?'* Vyacheslav Molotov, then 
still foreign minister, urged that despite all 
this the keynote speech at the Congress must 
assert that Stalin was a great Leninist. 
However, in his concluding remarks at the 
session Khrushchev declared: “Stalin was 
devoted to the cause of socialism but did 
everything in a barbaric manner. He 
destroyed the party. He is no Marxist. He 
wiped out all that is holy in man. He fell 
under all of his own caprices." 

A few days later the Pospelov report was 
ready. It had come to the conclusion that 
repression was widespread, that all the so- 
called arm-Soviet organisations and blocs, 
their trials, were fabricated from the 
beginning to the end. It also adduced from 
evidence that all this was sanctioned by 
Stalin himself. 

The Presidium heard the report on 
February 9, 1955. Mikoyan recalled later: 

The speaker was Pospelov (he was and 
remains with pio-Stalin views). The facts 
were so awful that at difficult passages he 
was weeping and his voice shook. We were 
all shocked, even though wc knew much, 
but not of course all that the commission 
put before us. And now all this had been 
investigated and confirmed by documents. 

Khrushchev came to the firm conclusion 
that all this should be told to a closed session 
of the Congress. After a prolonged discussion 
it was decided that a separate speech on the 
personality cult of Stalin should be made. 
Only Lazar Kaganovich, Molotov and 
Kliment Voroshilov voted against it, 

A day before the Congress was due to 
open a new problem arose at a Presidium 
meeting. Who should make the speech? Some 
members, including Mikovan, suggested that 
Pospelov should deliver it. Khrushchev 
insisted on making the speech himself. His 
argument was that the secretary of the party 
will be running away from his responsibility 
if on such a vital issue someone else spoke. 
On February 13, 1956 it was formally 


resolved that Khrushchev will speak at a* 
secret session. 

However, on the second day of the 
Congress, Khrushchev summoned Dmitri 
Shcpilov to his office and asked him to 
expand and revise the Pospelov report. It 
was this revised version which Khrushchev 
read out. Not all the conclusions of the 
Pospelov Commission were included in the 
speech. On the contrary, it contained many 
positive references to Stalin even though 
cult of his personality wascomdcmned with 
even greater vigour. For instance, it was 
maintainted that Stalin performed a great 
service with his struggle against the 
opposition. Bukharinites and Trotskyists and 
they were again denounced as “enemies of 
the people”. 

Only recently it has emerged that 
Khrushchev himself did not believe in ail 
this nonsense but for political-tactical reasons 
could not pronounce otherwise. A note 
dictated by him on February 19, 1956 has 
been found in rhe archives of the Presidium, 
and in part published by Rudolf Pikhoya, 
in which he expressed his misgivings on this 
score, pointed out that after sharply criticising 
Kamenev and Zinoviev on the eve of the 
October Revolution, Lenin brought them 
back into the leadership after it. Khrushchev 
said: “Let us take the Trotskysts. But around 
Trotsky there were people who did not 
come from the bourgeoisie and landlords... 
Moreover, a whole group'of people can be 
named who took active part before and 
during the revolution, and in strengthening 
it after victory. Why were they reduced to 
such a condition that it became necessary 
to destroy them? 1 am convinced that if 
Lenin had been alive, it would not have 
been necessary.*’ This again underlines that 
those who now criticise Khrushchev for 
the inadequacy of his approach to de- 
Stalinisation, forget the context and the 
times in which he had to do it. His options 
were not unlimited. 

The reason why the secret session had 
to be held on the last day also emerges from 
the documents. The leaders were afraid 
that the Congress may not re-elect them in 
their posts if the crimes of the Stalinist 
period were disclosed before the Central 
Committee and the Presidium had been 
confirmed. 

This background is important for 
understanding that the so-called secret speech 
was not the result of Khrushchev’s caprice. 
He might have been the driving force behind 
the decision to make the disclosures but was 
not responsible alone. It had become a 
political necessity both in order to put the 
record straight and to prepare the basis for 
the release of repression victims still 
languishing in camps, in exile and prisons, 
charged under Stalin for crimes never 
committed. 
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Open Secret 

It is even more important to recognise that 
though the speech was not published in the 
Soviet Union till March 1989, a gap of 33 
years, everybody knew its content. The fact 
of the speech was acknowledged officially 
since the Congress had passed a resolution 
unanimously, though without discussion, 
calling upon the party to overcome “the cult 
of personality” and restore Leninist norms 
in party life, which was published. 

Secondly, an official text with footnotes, 
but excluding some of the impromptu 
remarks by Khrushchev, was prepared by 
March 1 for approval by the Presidium. On 
March 5 the Presidium took the decision to 
circulate the text to party organisations lower 
down at the level of republics, regions and 
districts and Komsomol (Community Youth 
League) organisations. It was marked 
"Strictly Secret', was only to be read out at 
closed party meetings, and returned to 
Moscow. Consequently, it became known 
to almost everybody in general terms. The 
matter was of such intimate concern and 
interest for the Soviet people that after being 
read out to thousands and thousands of party 
workers in no way could it have remained 
a secret. The only thing was that it was never 
referred to in public and certainly not in the 
media. 

The speech leaked out abroad through 
several channels. One source was John Rcttie, 
then a Reuters correspondent in Moscow, 
who went to Stockholm and Filed it from 
there. Parts of its contents were deliberately 
leaked to him by a Russian. U is a matter 
of controversy whether he was a KGB agent 
or not. It is even claimed that it was done 
on instructions from Khrushchev himself 
but there is no evidence lor this. 

The text was also sent to ruling communist 
party leaders abroad. The most authentic 
version was leaked from Warsaw and it is 
this version which went round the world. It 
is quite a story. Edward Ochab. who was 
the Polish leader for a short period from 
March to October 1956, had also received 
a copy. His secretary was a girl friend of 
a journalist working in the Polish news 
agency. He came to visit her at the office 
where she worked and saw the text lying on 
her table in a Polish version. He glanced at 
it, became interested, borrowed it from her 
for a few hours, went home, read it and 
realised its importance. He already knew 
that some speech by Khrushchev was being 
searched for by many intelligence agencies. 

After a recent visit to his parents in Israel, 
mentally he already considered himself to 
be a citizen of that country. Deeming it his 
duty to show it to the Israeli embassy in 
Warsaw, he went there immediately. While 
he waited, it was copied. He returned it to 
his girl friend in time. Amazingly enough 


no one suspected itand the Polishintelligence 
did not catch on to him. The journalist, 
Viktor Graevsky, is still alive and well and 
has been living in Israel for many years. He 
recently told Radio Liberty that he was too 
young at the time to fully realise how 
dangerous his act was. He also said that his 
girl friend in question died 15 years ago. 

The embassy sent the text to the Israeli 
prime minister, Ben Gurion. After reading 
it, he exclaimed: *Tf all this is true, within 
20 years Soviet empire will already cease 
to exist". He also decided to pass it on to 
president'Dwight Eisenhower of America 
by a special courier. Eisenhower took the 
decision to make it public to embarrass the 
Soviet Union and released u to the press on 
June 14,1956. This was the text subsequently 
published by many newspapers all over the 
world. Washington also took steps to 
disseminate the text as widely as possible. 

Translated from the Polish into Russian, 
it was printed in a brochure form and 
indirectly made accessible to Soviet citizens 
visiting abroad by having copies left in hotel 
rooms or to Soviet ships at ports. Many of 
these copies filtered back to the Soviet Union. 
One scholar at the round table explained that 
it was this translated version which was 
published even in the Soviet Union in the 
end. Some scholars are of the opinion that 
no other text of the delivered speech exists 
because no stenogram was taken. 

II 

Domestic Impact 

Once again, a* so often in Russian history, 
a revolution had begun from above. The 
effect ol the dreadful revelations on the 
delegates can be imagined. Disbelief, disgust 
and shock were the immediate sentiments. 
Many could not reconcile themselves to the 
facts put before them, and required time to 
adjust. Many tound it extremely difficult to 
adjust. Kitchen tables all over the Soviet 
Union became battlegrounds on the question, 
as friends and relatives discussed the issues 
in the privacy of their homes, struggled in 
their souls to come to terms with the reality 
of the past. Kitchens also became places of 
relief, of catharsis. 

The circulation of the speech within the 
party organisations and consequent leakage 
of its revelations was the first tasteof freedom 
for a people who had lived lor nearly three 
decades under a veil of lies, unable to 
express themselves, to protect themselves, 
to think for themselves. To contend that 
it was the beginning of liberalisation, 
though it was that too, is to damn the event 
with faint praise, though the term which 
has stuck to the immediate post-Congrcss 
period is the one given by Ilya Ehrenburg, 
The Thaw', also the title of one of his 
novels. 


Ideological shackles, of course, continued’ 
for many more years, and even during the 
Khrushchev period they zig-zagged 
violently, for instance in the contrasting 
cases of the poet Boris Pasternak, whose Dr 
Zhivago Khrushchev banned from 
publication and who was harassed to no end 
and not allowed to accept the Nobel Prize 
for literature, and of AlexanderSolzhenitsyn, 
whose One Day in the Life of Ivan Denisovich 
was approved for publication, though in the 
post-Khrushchev period he was not allowed 
to be published and exiled. However, that 
short taste of freedom, of that dawn when 
it was bliss to have survived and be alive, 
could never be wiped out. 

The most concrete gain was practical, 
going beyond any liberalisation. Release 
and/or rehabilitation of most of Stalin's 
victims followed the Congress, though in a 
small way the process had started earlier. 
This alone had (he most profound effect on 
the collective psychology of the people. The 
return of millions totheir families and friends, 
their moving reunions, which also became 
sharp reminders of millions who would never 
return, caused acutcsocial and moral traumas. 
As Anna Akhmatova, one of the greatest 
poets of the Soviet period, whose own son 
Lev Gumilev spent a long time in camps, 
observed with precision: “Now those arrested 
will return, anti two Russias will look at each 
other in the eyes: the one which imprisoned 
them, and the one which was imprisoned." 
Across the gulf of decades, they are still 
glaring at each other. 

Dislodgemcnt of Stalin was not accepted 
by all ordinary people so easily. Simple 
people were confused by this sudden turn 
Others were reluctant to feel guilty about 
their past devotion to Stalin. The most violent 
reaction was in Georgia. When the news of 
the speech leaked out there, people rioted, 
considering it as an insult toGeorgian honour, 
because Stalin was a Georgian. Some were 
killed in police firing Tbilisi, the Georgian 
capital. It was a grotesque footnote to the 
liberal anti-Stalin speech because until then 
the Georgians had hated Stalin as they too 
had suffered heavily from his repression. 

One reason why Khrushchev had put the 
blame for everything on Stalin and Beria 
was because even after all the crimes 
committed in the name of the party and 
Stalin by the officials, he wanted the party 
to be rehabilitated, wanted the idea of 
communism and socialism to remain 
untainted and to survive. This was not to be. 
Though violence was confined to Georgia, 
reaction was strong. In many places portraits, 
busts and memorials of Stalin were destroyed 
or defaced, people burnt copies of the 
infamous Short Course or The History of 
the All Union Communist Party (Bolshevik): 

A Short Course , and Stalin's book About 
the Great Patriotic War . 
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Wide Repercussions 

The resonance was tremendous since 
virtually all the adult population of the 
country had been familiarised with the 
contents. Letters began pouring in at the 
Central Committee, the traditional way of 
expression of restrained views by the public 
in Soviet times, some of which raised 
awkward questions such as whether it was 
not a mistake to elect Stalin as leader. Others 
were highly critical of the denunciation ot 
Stalin. Fundamental political questions 
immediately began to be asked at party 
meetings. 

One consequence of a permanent character 
was that within the party ranks and among 
the people an unbridgeable split opened up 
on the role of Stalin and the party. At one 
level it was an inner party split - between 
the conservatives or orthodox and the liherals 
or revisionists. At another level, it was 
between the party and the society. It instantly 
began to take shape as a deep ideological 
divide between communists and anti¬ 
communists. 

AH this began to alarm the party leaders 
and without doubt acted as a brake on further 
liberalisation. Soon after the Congress the 
Central Committee sent out a circular to all 
local party organisations instructing them to 
curb what were termed as anti-party speeches 
b> “average or narrow-minded” intelligent 
persons, and asked them to draw their 
conclusions from a Central Committee 
resolution about “Hostile speeches at the 
party organisation at the Heat Engineering 
Institute of the Academy of Sciences of the 
USSR at discussions about the conclusions 
of the 20th Congress of the CPSU”. The 
point was that quite open and sharply critical 
discussions had taken place at the institute, 
representing the prevailing attitudes of the 
intelligentsia and its high hopes. The retreat 
had begun, but it did not prevent the split 
from becoming deeper. 

One side-effect of the Congress was that 
it intensified the power struggle at the top 
which eventually led to the victory of 
Khrushchev over some of the more orthodox 
leaders, the old guard of Stalin, such as 
Malenkov. Molotov, Kaganovich, and 
surprisingly enough Shcpilo v, who had sided 
with them, and who were dubbed as the 
‘anti-Part group’. It was projected as a 
triumph over Stalinists. 

Nevertheless, de-Stalinisation did not 
significantly progress further. As a 
consequence the intelligentsia lost its respect 
for Khrushchev towards the end of his rule 
and without realising what was in store it 
initially even welcomed the advent of Leonid 
Brezhnev in October 1964. 

These expectations were soon and bitterly 
disappointed. The Brezhnev period turned 
out to be a long era (1964-1982) of freeze. 


Though Bttashnevdfd not *ucceedin formally 
overturning the decisions of the 20th 
Congress or rehabilitating Stalin, his 
leadership turned it into a non-event and 
Khrushchev into a non-person. 

However the freeze did not work. The 
monolithic ideological and party control 
began to crack and the cracks went on 
spreading Dissatisfaction wit{j| the system 
became more or less open even among the 
ordinary people and dissidcnce widespread 
among the intelligentsia. This laid the 
foundation for perestroika and subsequent 
disintegration ol the Soviet system. 

Thus in a sense the orthodox are justified 
in blaming the Congress for what transpired 
in 1991. But what they arc not justified in 
was in pretending that if the Congress had 
not happened, the party and the people would 
have continued to live happily together. The 
Congress had to happen. De-Stalinisation 
was absolutely inescapable. It is to 
Khrushchev’s credit that he performed this 
essential and epochal service. It must have 
required genuine courage. That he could not 
have even imagined where his actions will 
ultimately lead, one can be certain. But this 
cannot detract from his great achievement. 

Sadly, Russian recognition of this and the 
tremendous significance of the event is 
limited today. Khrushchev is no longer 
present in the conscious mindscape of the 
society. In a recent poll 4 per cent did not 
even know his name. A new generation or 
two have grown up which is unimpressed 
by it because they do not feel in their bones 
the demands, the hopes and fears, the 
tensions of those far off days. They 
mistakenly believe that it is irrelevant for 
them now. Even young scholars do not 
comprehend it. They remain indifferent to 
it. contending that it did not really mean 
anything very much and that it was all a 
struggle for power, that in any case the 
Communist Party and the system remained 
in place. It is cxttaordinarv that they are 
intellectually incapable of connecting the 
line of development which led from the 
Congress to the final exposure and collapse 
of a totalitarian system. 

Ill 

The Congress and the World 

Current Russian discussions about the 
Congress often create the impression it was 
significant only in domestic terms. However, 
its worldwide impact was equally important, 
if not more. It had a lasting impact on the 
communist, socialist and social democratic 
movements, on the ideological standing of 
communism as a whole. 

A singular circumstance of the ‘secret’ 
speechby Khrushchev on February 25,1956, 
the essence of the Congress, was that either 
‘in i (s preparatory phase or in terms of contents 


it paid not'the slightest attention to the 
externa) dimensions except for mentioning 
the break with Josif Broz Tito, the Yugoslav 
leader. This impression is reinforced by all 
the confidential information which has 
become available since perestroika about 
the circumstances in which the speech was 
prepared and delivered. 

Of course, Khrushchev and his colleagues, 
both those for and against the disclosures 
in the secret speech, were preoccupied with 
the domestic aspects of the questions such 
as the extreme cruelty, immorality and 
injustice of Stalin's actions, the sufferings 
of the Soviet citizens still m camps and 
prisons at the time and the growing demand 
by their relatives for their release and 
rehabilitation. There was. too, the power 
struggle at the top and other personal political 
considerations for the leaders to take into 
consideration. 

Nevertheless, it was not insignificant that 
far from being consulted in advance, the 
representatives of the foreign communist 
parties were not even admitted to the closed 
session of the Congress. The contents of the 
speech were made available to the ruling, 
and some of the big, prestigious western 
communist parties, only after the event. For 
instance, Ajoy Ghosh, the leader of the 
Communist Party of India, left Moscow 
after the Congress without knowmganything 
about it. However, when some version of 
the speech began to be circulated by the 
western media, in the usual communist 
fashion he started denouncing it as a 
fabrication by the imperialists and bourgeois 
press. He was urgently advised against such 
indiscretion by Masood Ali Khan, then a 
correspondent of New Age m Prague, who 
was on a visit to Berlin Without being aware 
of the speech he had realised that something 
was up from stray remarks of Walter Ulbncht, 
the East German leader, after his return tram 
attendance at the Congress, and some tell¬ 
tale indications from the Berlin press. 
Incidentally, Masood still lives in miserable 
circumstances in Moscow, now an old and 
sick man, totally abandoned and forgotten 
by his party and comrades. 

On the other hand, the brilliant Palmiro 
Toghatti, the Italian Communist Part) leader, 
and Jaqucs Duclos, the French Communist 
Party leader, were allowed to read tlie speech 
before departure from Moscow. Toghatti 
realised its highly explosive nature and did 
not say a word about it to the accompanying 
comrades. But after some lateral thinking, 
upon his return to Italy, he made a speech 
to the higher echelons of the party caiiy in 
March 1956, with extensive self-criticism of 
the Italian party policies without referring 
to the Khrushchev speech. No doubt it was 
to prepare them for the shock wave to come, 
which was to go on rocking the communist 
movement. 
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This negligence of the foreign parties by 
Soviet leaders was not accidental. Partly 
this might have been because till the last 
minute there was internal political conflict 
at the top on this question. But largely it 
was due to the residual of a characteristic 
Stalinist syndrome. While in word 
internationalism was the accepted norm in 
inter-party relations, in reality Moscow 
was accustomed to unhesi rating compliance 
from foreign communist parties, ruling or 
non-ruling, to all its moves. Therefore, in 
the process of decision-making the 
Khrushchev leadership did not even think 
of the consequences for comrades abroad, 
which turned out to be extremely serious. 

The authority of Stalin was unquestionably 
acknowledged by a vast majority of the 
parties. Their leaders mostly came from the 
radical but generally well-heeled intellectual 
strata of their societies, imbued with romantic 
revolutionism, who easily adapted to 
Stalinism which Lev Trotsky had so 
perceptively denounced as “the syphilis of 
the workers’ movement”. By and large their 
understanding of and devotion to the working 
class was superficial and from a distance. 
They were interested not so much in leading 
the working class, as they mistakenly 
themselves believed, but lording over it. 
Many of them ended up with a slavish, 
worshipping mentality towards Stalin which 
affected and was reflected in their policies. 
Consequently, their parties were eommunist 
in name, Stalinists in spirit, and subservient 
to the dictates of Moscow. Compared to the 
European communist parties, those in the 
third world were even more amenable to 
Moscow. 

Communists the world over, with some 
exceptions, did willy-nilly accept the 
dethronement of Stalin because once his 
image had been shattered in the Mecca itself, 
they had little choice. But in the process the 
moral and political authority of Moscow 
was also irrevocably damaged and began 
to come under question. Compliance with 
the route taken by Khrushchev was, there¬ 
fore, grudging, with great many misgivings 
and reservations which in time grew all the 
more. 

Three-Fold Crisis 

In effect, the ‘secret’ speech, unleashed 
an intense, three-fold internal crisis of 
insoluble dimensions for each and every 
communist party. They all reacted differently 
but apprehensively. But many of them could 
not escape the logical consequences of the 
question marks raised by de-Stalinisation. 
Quite simply, it destroyed the moral basis 
of the communist discourse and, without 
intending it, knocked the heart out of the 
communist movement. All efforts to 
disassociate communism from Stalinism 


turned out to bcideological and psychological 
failures. 

The three elements of crises were: One, 
an inner party struggle between those who 
wanted to abandon adherence to the Stalinist 
legacy and came to be known as revisionists, 
and those who still wanted to continue in 
the Stalinist mode. Eventually, this led to 
splits in many a party, some drifting closer 
to China, perceived to be remaining true to 
the Stalinist legacy, while the revisionists 
remained uneasily aligned with Moscow. 
These quarrels, big and small, irrevocably 
weakened the communist movement on a # 
worldwide scale. 

Paradoxically, for a time what gained wide 
support for de-Stalinisation among the 
communist parties was Chinese opposition 
to it. Because these parties were allied to 
Moscow they rallied to its support, which 
meant using the Congress as a battle cry 
against the Chinese party. But this widespread 
positive response, even if for tactical reasons, 
became muted when under Brezhnev the 
gear was quietly reversed in Moscow though 
it did not come to formal rehabilitation of 
Stalin, as is being done now by the 
Communist Party of the Russian Federation 
(KPRF). 

The second element was the blow delivered 
to* the ideals and ideology of communism 
from outside. The inner turmoil of the 
communists aside, from this point on they 
were continuously subjected to attacks by 
their ideological opponents who seized upon 
the Stalin record to hold it up as a discrediting 
mirror. An insoluble dilemma confronted 
the communists. If, in spite of all that had 
come to light, they still adhered to Stalinism, 
it removed the moral ground from under 
their feet. They could, of course, brazen it 
out as some did. The story is told of a 
prominent communist leader in Asia, who 
at first removed the picture of Stalin from ■ 
the wall in his room but after a while placed 
a smaller picture on his table. 

If, on the contrary, they adjusted and 
demarcated themselves from Stalinism, they 
were deemed ideologically inconsistent and 
regarded with even greater scepticism and 
jeered at. Worse still, in many cases their 
professed revisionism itself was phoney, 
reeking of putrescent Stalinism, for example 
the revisionism of Brezhnev type with which 
a large number of the parties aligned 
themselves. In the end, many revisionist 
parties had either to disband or approximate 
themselves to social democratic norms. 
Again, most of the European parties melted 
away but in a macabre way for many in the 
third world Stalinism managed to remain 
sexy. 

The third element was the exposure of 
the real ideological character of these parties 
as opposed to the projected one. The 
supposition always was that their ideology 


derived from Marxist, to a lesser extern 
from Leninist, thinking. It might have been 
so at an initial stage. But for a variety of 
reasons in the course of their development 
they had all become heavily encrusted with 
Stalinism and the Marxist element of the 
ideology became so diluted and remote as 
to be invisible except as a camouflaging 
slogan. 

This happened because as the communist 
parties came under the sway of Moscow they 
stagnated intellectually, with the exception' 
of the Chinese and the Italian. But these were 
different sort of exceptions. The Chinese 
came up with their own alternative Stalinism 
in Maoism. The Italians did struggle at a 
high intellectual level to find an alternative 
to Stalinism within the communist 
framework, most notably through the 
writings of Antonio Gramsci and the practical 
politics of Togliatti. and towards the end 
even broke with Brezhnev revisionism, 
becoming leaders of the short-lived Euro¬ 
communism which vanished like a puff of 
smoke. The rest had long ago ceased to 
bother to read Marx, or even Lenin, and had 
hocked their intellect uncritically to the 
twisted oracular pronouncements ot Comrade 
Stalin. In turn, the heavy-handed influence 
of Mocow turned the communist parties, hig 
or small, into a collective ol ideological 
illiterates, characteristic too of#thc Soviet 
Communist Party under Stalin and after. 

Most of the communists tailed to realise, 
or ignored it if they did, that while they 
imagined their loyalty and tics to Moscow 
to be of an ideological nature, Stalin and his 
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successors had largely reduced them to bei ng 
instruments of their foreign policy, both 
before and during the cold war. Many of 
them allowed themselves to be used so 
transparently that they ceased to be taken 
seriously as independent political entities 
and in many instances were viewed even by 
the ordinary public as being primarily 
obedient to Moscow. The colonial grip of 
Moscow over the third world parties was 
accentuated by their financial and other sorts 
of dependency upon it, though even European 
parties were not entirely immune from it. All 
these contradictions were overly and 
successfully used by the opponents of the 
communists, domestic and alien. 

It is al&u extremely important to note that 
the effect of the Congress went far beyond 
the communist panics. The disclosures about 
Stalin tarnished the whole spectrum ol 
Marxist and socialist ideas by association. 
Consequently, slowly but inevitably even 
socialist or social democratic parties were 
compelled to disavow their Marxist origins 
even though they had been always hostile 
to Soviet style communism as such. Partly, 
this was also the result of successful Stalinist 
insistence on identilying themselves as the 
only true Marxists, an identification 
enthusiastically supported by the opponents 
of Marxist ideas. The opponents purposefull y 
persisted, and still do, in pojecting the 
Stalinist interpretation of Marxism as the 
only valid one. and refused to acknowledge 
the gulf which separates Marxism from 
Stalinism - that “Marxism, at least in some 
of its interpretations, still remains the 
expression of epochal critical consciousness”, 
that there is in “Marx’s theory an extrcmelv 
rich and sophisticated humanistic ground 
and a sufficiently general and profound 
critique of each alienated and reified society. 
which are still relevant and illuminating and 
constitute a necessary condition of all 
contemporary radical critical thought and 
praxis.” Highly fashionable though, it has 
become to deny Marxism any validity at all, 
the denial has created a philosophical void. 
This .cannot be filled by the worshipful 
Thatcherism of Russia. It can be filled only 
by a reinvented, i e. properly understood and 
interpreted Marxism, which may in the end 
turn out to have nothing to do with the 
communist legacy. 

Failure of Twentieth Congress 

It can be argued with some justice that the 
straits in which the communists outside the 
Soviet Union found themselves after the 
20th Party Congress was of their o wn making. 
It is not at all so simple. To take a simile 
from contemporary events, Stalinism became 
a kind of religious cult from which, once 
you joined it, it was impossible to escape 
except at peril to the very existence. The axe 


was wielded by Moscow. Even the attempt 
was enough to extinguish one. The 20th 
Congress could have released them from this 
tutelage. Sadly, it did so all too imperfectly. 

It did not happen for three other important 
reasons. In actuality, the Congress did not 
envisage real ideological freedom, only 
limited modification. For internal political 
reasons the room left for manoeuvre for de- 
Sialinisaiion after the Congress did not 
expand but shrank. A significant role in this 
was played by some of the powerful European 
communist leaders who were unnerved at 
the prospect and did not want the lid on 
Stalin to be lifted further. They exerted 
negative pressure on Moscow and prevailed. 

Lastly, a perceptible erosion of the 
authority of Moscow, both internally and 
externally, began. Its external symptom was 
the uninvited descent of Khrushchev, 
Molotov. Kaganovich and Mikoyan in 
Warsaw on October 19. to intervene in the 
session of the Central Committee of the 
Polish United Workers* Party, which had 
assembled to re-elect Wladislaw Gomulka 
as its leader, who had been released from 
prison in April 1956 after being kept in 
prison for five years as a ‘Titoist*! The 
Soviet leaders were opposed to Gomulka but 
had to give in to the wishes of Polish party. 
Thus, Moscow’s Stalinist approach to the 
Communist pailies abroad continued. 

This also brought about Hungary, the first 
serious upheaval. The visible failure of 
Khrushchev’s intervention in Poland played 
no small part in it since the anti-Soviet re¬ 
volution which started there on October 23 
had originally begun as a peaceful meeting 
to express solidarity with Poland against 
Soviet pressures. Hungary is usually 
interpreted av a consequence of dc- 
Slahmsalion. However, the contrary is true 
There were three basic reasons why Hungary 
happened. First, the internal Soviet dc- 
Stalinisation, even though it had a profound, 
liberating effect on a people who were 
victimised during the repression and were 
still living in its shadow, remained limited 
in character. Second, illogicully. Moscow 
discouraged even this limited extent of dc- 
Stalinisation to be practised by other 
communist parties. This mixture of weak de- 
Staiiftisation at home and insistence on 
continuation of an unacceptable degree of 
Stalinism abroad proved explosive. Third, 
in east European countries the experience 
of repression was much fresher in the mind 
of the people and they grasped at the 
possibility of liberalisation with greater 
intensity, threatening to sweep away the 
political hold of the communists. All this 
facilitated internal and external communist 
reaction in forming a loop, at first slowing 
down reform and then ushering in a long 
period of stagnation the seeds of which were 
sown after the 22nd Party Congress in 


October 1961, and continued under 
Brezhnev. Czechoslovakia was the delayed 
last gaspof the 20thCongress, till perestroika 
reopened the floodgates. 

All this is not even remotely meant to 
suggest that the 20th Congress or the anti'. 
Stalin speech was a mistake. Far from it. The 
shortcoming was that its concepts were 
neither developed subsequently nor allowed 
to breathe for long. Thus its potential 
remained unachieved. The lessons of 
Hungary were not only not learnt but 
reversed. All the more necessary, while not 
viewing the Congress through a romantic 
ha/c, to credit it with the new reality which 
it created. The apparently Siamese twins of 
gangrenous Stalinism and befouled 
communism needed to be separated. 
Howsoever clumsily, the Congress did 
perform th.s necessary operation. 

In view of the current revival of the 
Communists in Russia, their hostile non- 
celebration of the anniversary of 20th 
Congress in February, and positive 
celebration of Stalin’s birthday in March, 
the gut hatred of their leaders as well as rank 
and file for the Congress, who regard n as 
the first act of treachery to Soviet ideals, a 
note of caution might not be out of place. 
If they think that the problems of Russia will 
become soluble by a neo-Stabmst restoration, 
then they have not learnt the lesson of history, 
more important still from the Soviet economy 
which began to collapse from 1970s onwards 
because the forms of productive forces 
developed till then began to be transformed 
into fetters, creating the conditions for an 
inevitable social revolution, as Marx had 
ckarly foreseen. It happened through 
perestroika, whether one likes the form in 
which it happened or not, and then succeeded 
by an unformed counter-revolution of the 
right. Communists cannot undo it or solve 
the problems created by it by going backward, 
by reanimating Stalin. That would only bnng 
them new failures and create a far graver 
crisis for their continuance in power. 

They should entertain no illusions about 
any kind of future leadership of some barely 
existing world communist movement, though 
a few insignificant parties may pay court to 
them. In reality the CPSU sway over them 
in the past was a result of Moscow's power 
status. This is no longer so because now 
Russia is going to remain a backwater of the 
Euro-American world in the foicseeable 
tuturc. with a decorative and nominal 
presence granted as a lollipop in institutions 
essentially run by the west foi the west. 
It cannot be otherwise, despite the present- 
day Russian rulers, politicians and an 
amoral, decrepit intelligentsia ritually 
huffing and puffing about ns greatness, 
unique destiny and role in the world, thus 
only displaying (he addled dregs of 
chauvinistic imbecility. 
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The 21st century came a little early, in December 1994, when the 
Mexican peso had a melt-down. That currency episode showed the way. 
A new class has entered the arena - a class of rentiers, with a 
worldwide sweep . 


THE 20th century arrived a little late, in 
1905, when the Russian army was defeated 
by Japanese troops in the battlefield of 
Crimea. As if in apology, the 21st century 
had come a little early, in December 1994, 
when the Mexican peso had a melt-down. 
That currency episode shows the day. A new 
class has entered the arena - a class of 
rentiers, with a worldwide sweep. It had a 
dress rehearsal with the pound sterling and 
lira two years earlier. 

The signs and footsteps of this unfolding 
class are unmistakable. The foreign exchange 
market was the first to globalise in the mid- 
1970s as controls were lifted alter the 
Smithsonian Agreement. Advanced tele¬ 
communications immensely facilitated 
arbitrage. The market is awesome in size. 
The ratio ot foreign-exchange transactions 
to the volume of world trade has jumped 
from 10:1 in 1983 to 60:1 in 1992. Currency 
turnover is rising fast; at 1.3 trillion dollars 
a day it is by far the largest market in the 
world. By comparison, the world GDP is of 
the order of 25 trillion dollars a year, and 
crawls barely at 2 or 3 per cent. 

The bond market became integrated the 
following decade; and international bond 
trading exploded. Within 10 years to 1993 
total cross-border transactions of American 
treasury bonds rose from 30 billion dollars 
to 500 billion dollars. Equity markets have 
been slower to go global, held back by 
international differences in accounting 
practices and other impediments. Yet the 
gross turnover of bonds and equities between 
domestic and foreign residents rose from 3 
per cent of American GDP in 1970 to 9 per 
cent in 1980, and 135 percent in 1993. For 
Britain such business soared from virtually 
nothing in 1970 to more than 1,000 per cent 
of GDP in 1993. 

Long Way to Go 

You ain’t seen nothing yet. Capital markets 
have a long way to go. International portfolio 
diversification is in its infancy. Some 
governments still restrict the proportion of 
total assets that pension funds can invest 
abroad. The total stock of financial assets 
traded in the global capital market increased 
from 5 trillion dollars in 1980 to 35 trillion 


dollars in 1992, equivalent to twice the GDP 
of OECD countries. In the coming four years 
it will become three times the OECD 
economies’ GDP. As financial markets 
expand in relation to the size of the real 
economy that produces goods and services, 
and as linkages between markets deepen, 
they will act more and more like a single 
market. Let us sum it up by saying that the 
financial sector would behave like a 
monopolist via-a-vis the real economy. This 
proposition has profound implications. It 
will lead us to a new theory of interest rate 
as we shall see in a moment 

Several factors are at work. Privatisation 
has put a good deal of equities into private 
hands. Second, with a view to circumscribe 
the expanding creation of liquid assets by 
commercial banks, governments are selling 
treasury securities directly to private parties 
at home and abroad. Third, the Eurocurrency 
market has established its network firmly 
outside of regulatory jurisdictions. It can 
recycle and reinforce money and credit at 
ease. Thus all the ingredients and machinery 
for financial multiplication arc in place. 
Vandals are at the gate. 

One of the most spectacular performances 
of the rentier class can be quickly 
demonstrated. This class supplies finance 
for real investment in physical plant and 
equipment to produce goods and services. 
It is a monopolist in the supply of its product, 
namely, finance. True to the model in 
elementary textbooks it sets the price so as # 
to maximise profit. Let us see what it means. 

In the accompanying figure, the average 
profit of investment is given by curve RA; 
and the corresponding marginal profit is 
represented by RM. Suppose that interest 
rate is OS: then investment will be OT where 
the marginal profit and interest are equal. 
At investment OT the gross profit would 
come to OEFT, of which OSGT will be paid 
out as interest charges, and the remaining 
SEFG will be recorded in a modem-day 
corporation’s annual income statement as 
net profit. Classical economists would reckon 
SEFG as ‘profit of enterprise’. Interestingly 
enough, modern economics is not aware of 
these simple concepts - gross profit and net 
profit, which are so familiar to an accountant 


today, and were equally so to classical 
economists albeit in a different terminology. 
Modern economics is mislaid by its failure 
to recognise the distinction between profit 
and interest as essentially divisions of the 
same generic category, the surplus value. 
The tension between these two particular 
forms has escaped attention |Sau 1990]. 

In the figure, the investment demand curve 
is RM with interest rate on the vertical axis. 
For simplicity suppose that the marginal 
cost of production of finance is negligible. 
The profit-maximising monopolist will then 
maximise total revenue. RA and KM curves 
being what they are, we know, M is the mid¬ 
point ot OA. while S is the mid-point of OR, 
and T is the mid-point of OM. Evidently the 
revenue-maximising interest rate is OS. 
Accordingly, the finance-monopolist sets 
the interest late at OS. And that’s all. The 
conventional wisdom of marginal pro¬ 
ductivity theory. Kaldor-Keynes distribution 
theory, Bohm-Rawcrk’s theory, Fisher’s 
theory, and all the rest is simply out ot place 
in this world ot high finance. 

There are many complex issues behind 
this simple theory of interest. We shall discuss 
those matters on other occasions. For 
instance, we are making a pnrticulai 
assumption implicitly about financing of 
investment: following Keynes it is assumed 
that, to begin with, investment is financed 
with short-term credit from banks, and then 
funded by term issues in slock market in the 
long run. There are, ot course, other 
possibilities. In several of Tobin’s models 
investment is financed straightaway through 
the stock market, while in Wicksell the prime 
source of finance is the bank. Minsky allows 
a more elaborate arrangement with risks on 
both sides, borrower and lender. Heic we 
can skip those complications. 

Four Makklis 

If the reader has come along with us so 
far, be assured that the rest of *lhc story is 
going to be no less fascinating. To proceed, 
the world economy is driven by four crucial 
variables, namely, exchange rate, interest 
rate, profit rate and inflation rate. The 
economy can be conceived of as having four 
markets fortheirinterplay. First, the currency 
market; where various national moneys are 
traded. Next, the money market, which deals 
with short-term financial assets. Third . the 
capital market, where long-term assets are 
bought and sold. Finally, the product market, 
where the current output is exchanged. As 
shown above, the finance-monopolist fixes 
the interest rate. As a result the profit rate 
also gets tied up. The Figure shows a very 
simplified relationship between profit and 
interest abstracting from risk and uncertainty. 


■880 


Economic and Political Weekly April 6, 1.996 




ftouu: Determination op Interest Rate 


profits, 

interest 



At interest rate OS the average profit rate 
is OE. 

Rentiers hate inflation; and central banks 
around the world arc hell-bent to rein in 
inflation. Thus the rate of inflation is also 
under a tight cap. Of the four variables, 
mentioned above, only one is then left 
relatively free, the exchange rate. It is the 
exchange rate which is let loose to absorb 
shocks and other changes. As a result, 
exchange rales are extremely volatile. This 
makes the entire economy subject to 
considerable uncertainty. 

Now combine the two: an interest rate set 
high by rentiers to maximise interest charges, 
and an exchange rate which is chaotic over 
time. In such a high-risk high-interest-rate 
situation real investment is bound to be 
relatively low. Indeed this is exactly what 
is happening in the global economy, some 
blips in isolated places notwithstanding. A 
relative stagnation has settled over the centres 
of world capitalism. 

Several consequences follow. With a 
sluggish pace of investment, the potential 
output or the economy does not grow much; 
it decelerates over time. The capacity of the 
economy to engage the labour force slows 
down in tandem. Hence, the rate of unemploy¬ 
ment rises. The full magnitude of unemploy¬ 
ment, however, will not be reflected in official 
statistics. Because, in the circumstances, 
much of the unemployment will be camou¬ 
flaged with what Joan Robinson (1937:83-84) 
called “disguised unemployment" referring 
to the then prevailing situation in Britain 
reeling under the Great Depression. 


Class Relations 

Now, we have to locate the rentiers on the 
matrix of class relations. In a long-forgotten 
chapter, Keynes (1930:217-30) made a 
distinction between ‘industry’ and ‘finance*. 
He describes industry as “the business of 
maintaining the normal process of current 
output, distribution and exchange and paying 
the factors of production their incomes for 
the various duties which they perform from 
the first beginning of production to the final 
satisfaction of the consumer". “By finance, 
on the other hand,” Keynes continues, “we 
mean the business of holding and exchanging 
existing titles to wealth... including stock 
exchange and money market transactions, 
speculation and the process of conveying 
current savings and profits into the hands 
of entrepreneurs." He observes: “Each of 
these two branches of business utilises a 
certain part of the total stock of money.” 
Accordingly, he classifies the flows of money 
into two; industrial circulation and financial 
circulation. Keynes analyses the contra¬ 
diction between these two. This industry- 
finance dichotomy is most illuminating in 
the present context. 

Conflicts between industry and finance 
would mani fest at home around the exchange 
rate. With local demand depressed due to 
low investment, industry would seek export 
outlets which require a weak currency; but 
the rentiers operating in global market would 
prefer a rising home currency. The two thus 
get into a tussle. 

There is another side of the coin, where 


thertwoafeva^ Let Y denote national 
fncmrfe, C consumption, I investment, and 
X net export. By national accounts 
Y = C + I + X (1) 

MO 

From the side of distribution we also have 
YsW + R+ P (2) 

where W is wages, R interest charges, and , 
P net profits. A simplifying assumption in 
classical economics is that consumption is ; 
equivalent to the wage bill. 

c: = w (3); 

From (1) - (3) n follows that 
R + P = I + X (4) 

Thus in one matter industry and finance, 
represented by respectively profit P and 
interest R, can be in harmony. Both would 
welcome expansion of X. By this token there 
is a positive aspect of class relations between 
rentiers and industrial-capitalists. 

We may note here that Marx envisaged. 
class struggles at two levels, as amply borne 
out by his theoretical and historical studies. 
At one. it is the struggle between capital and 
labour that arises in course of production 
and realisation of surplus value. At the other, 
it is among different factions of the 
bourgeoisie as the surplus value is split up 
into rent, interest and profit. Most of the nonr 
Marxian literature concentrates on the' 
former. The classical economics of Smith, 
Ricardo and Mill and other pre-Marxian 
authors, however, distinguished among , 
those parts; but those were regarded as . 
independent and basic elements without 
recognising that they are all derivatives of; 
the generic caieogry, surplus value, hence: 
objects of class struggle [Sau 1990). 

Crystal Balls j 

Returning to the main theme here, that is, 
conjecture about the next century, the. 
literature provides at least four crystal balls, 
Paul Kennedy (1987) takes a bioad and 
thorough look at five centuries of economic, 
political and military power and observes 
that “there is a very clear connection in the 
long run between an indi vidual Great Power’s 
economic rise and fall and its growth and? 
decline as an important military power (or 
world empire)". Wealth and power are both 
relative as confirmed by the history of Spain, 
France, the British Empire, the Soviet Union 
and the US. Kennedy postulates: “The< 
relative strengths of leading nations in world j 
affairs never remain constant, principally 
because of the uneven rate of giowth among j 
different societies and of the technological] 
and organisational breakthroughs which! 
bring a greater advantage to one society than! 
to another." So he firmly concludes: “The, 
only answer to the question... whether the 
United Slates can preserve its existing 
position is ‘no* - for it simply lias not been 
given to any one society to remain 
permanently ahead of all the others, because 
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that would imply a freezing of the 
differentiated patterns of growth rates, 
technological advance, and military 
developments which has existed since time 
immemorial/’ 

A similar picture is drawn by Hicks (1953) 
albeit on a narrower canvas. Historically 
speaking, a region begins to grow on the 
basis of international trade in products in 
which it has comparative advantage flowing 
from relatively advanced technology and/or 
natural endowments. Sooner or later its 
exports induce productivity improvement in 
import-competing industries on the other 
side of the border, and gradually the balance 
shifts in favour of the newcomer. “1 do 
think”, muses Hicks, "that we see the shadows 
of such a pattern across the face of history. 
Western Europe is not the first metropolis 
of trade and industry which has suffered 
from the competition of the new lands which 
it has itself developed; there was, 1 fancy, 
an element of this same process in the dec] ine 
Of ancient Greece,” One can add, currently 
the US stands in a similar position vis-a-vis 
Germany, Japan and east Asia. 

Thurow (1992) is a little more specific and 
to the point for our purpose. “The nineteenth 
century is remembered as the century ol 
Great Britain. It was the dominant economic 
power. The twentieth century will be 
remembered as the century of the United 
States.” Then he asks: “Who owns the twenty- 
first century?” After careful consideration 
Thurow declares: “Future historians will 
record that the twenty-first century belonged 
to the House of Europe!” The other two 
contenders, America and Japan will be 
overtaken, because they will, “avoid doing 
what they must do it they were to win”. 

The views of Kennedy, Hicks and Thurow 
are congruent. However, we have a few 
reservations. To begin with, Kennedy uses 
«■' two categories- ‘nation’, and ‘society’. There 
are plenty of signs that the nation-state is 
losing some of its sharp edges. The next 
century will sec a group of economic and 
monetary unions (EMU), common markets, 
jutd free trade areas, where multiple national 
flags will flutter from the same ramparts. 
The logic of economic dominance then will 
be entirely different from what it was in the 
past. As for society, demographic com¬ 
pulsions will temper its content. Western 
countries arc approaching stagnant or falling 
populations. In the US the numberof persons 
below the age of 16 years was 62.8 million 
in 1965; in three decades the number has 
come down to 60.9 million, instead of rising. 
Invariably the population is greying. During 
the same period the numberof persons above 
64 years of age went up 80 per cent, from 
18.5 million to 33.2 million, while total 
population grew only 34 per cent. The budget 
haggling on 'medicate'. ‘medicaid’, and other 
welfare entitlements in Washington, DC is 


partly a reflection of the demographic 
hangover. The younger generation of the 
post-war baby-boom is simply not 
enthusiastic enough to bear the swelling 
burden of the so-called senior citizens in the 
country. One possible escape route is 
immigration of young workers 
A bit of arithmetic is useful. Suppose the 
average product of labour is b, and the 
consumption per head is c. Population is 
normalised at one. Let a be the proportion 
of workers in the population, while (1 -a) is 
that of non-workers who must be supported 
with the surplus generated by workers. When 
the demand and supply of goods, produced 
by domestic workers, are in balance, the 
following holds. 

c = ab (5) 

But suppose c exceeds ab. Then immigrant 
workers can help. Each immigrant'worker 
produces b, but consumes c; so there is a 
surplus to the extent of (b-c) which can he 
passed on to the senior citizens Let m be 
the number of immigrants, as a ratio of the 
existing population. The required value of 
m can be computed as follows. 

m(b-c) - c - ab (6) 

Let us normalise b at 1. Then (6) becomes 
m = (c-a)/(l-c) (7) 

For illustration suppose the a = 0.64, and 
c = 0.65. Then in (7), we find, m = 0.029. 


That is to say, the required number of 
immigrants is equivalent to 2.9 per cent of 
the population. These numbers are not 
entirely arbitrary. The persons in the age- 
group of 16-64 in the US constituted 64 per 
cent of the population in 1994, and the 
country’s aggregate personal consumption 
expenditure was 68.6 per cent of GDF. The 
loreign-bom population in North America 
has increased from 6 per cent of population 
in 1965 to 7.8 percent in 1985 [World Bank 
1995:65]. Our simple model suggests an 
immigration figure of 2.9 percent, while the 
actual is not very far off, being around 1.8 
per cent (7.8 minus 6). The number as such 
is not large, but not insignificant either. 

Greater economic integration and labour 
mobility would blur the images of nation¬ 
states and lower the walls of hitherto closed 
societies. The world will have a far higher 
degree of ethnic, cultural, religious and 
ideological tolerance. Paul Kennedy’s 
categories may be lost in the mist. 

It is easier to shoot down Thurow\s k»lc. 
His idea of the House ot Europe that is 
supposed to encompass Russia in the east 
and all the way to England in the west seems 
a bit over-stretched. Who w ill live under the 
same roof in that house? Moscow, Paris, 
Berlin, London, among others’ Thurow is 
an ovcroptimisl. For him the 21st century 
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arrived on January 1,1993, with the formal 
inauguration of the European Union. 

As for Hicks* theory of evolution, it is too 
linear to be comfortable at the present time. 
Per capita income has risen substantially in 
OECD countries; consumers have become 
fairly sophisticated. Endless varieties of 
goods and services are reaching the market 
and fading away. A commodity is no longer 
a discrete bundle of some frigid ingredients, 
but a flexible combination of characteri¬ 
stics as per the preferences of the consu¬ 
mers [Lancaster 1979). The universe of 
commodities is ever expanding and within 
ns finite space at any time it can accommodate 
any number of countries. So the growth of 
one country need not come any more at the 
expense of another. This newly found 
elasticity of the world economy has rendered 
the theories of Kennedy, Thurow, and Hicks 
somewhat obsolete. 

Huntington (1993) has put forward another 
- the fourth in our counting - scenario. 
During the cold war the world was divided 
into the first, second, and third worlds. Those 
divisions arc no longer relevant. So he 
proceeds to lay out a post-cold war paradigm. 
“The clash of civilisations will dominate 
global politics. The fault lines between 
civilisations will be the battle lines of the 
future.” The fundamental source of conflict 
in this new world will not be primarily 
ideological or primarily economic. Nation 
states will remain the most powerful actors 
m world affairs, but the principal conflicts 
of global politics will occur between nations 
and groups of different civilisations. The 
great divisions among humankind and the 
dominating source of influence will be 
cultural. 

Huntington identifies eight major 
civilisations: Western, Confucian, Japanese, 
Islamic, Hindu, Slavic-Orthodox, Latin 
American, and African. Violent conflicts 
between groups in different civilisations are 
the most likely and most dangerous source 
of escalation that could lead to global wars. 
The paramount axis of world politics will 
be the relations between “the west and the 
Rest”. And more precisely, “a central focus 
of conflicts for the immediate future will be 
between the west and several Islaniic- 
Confucian states*'. 

Tenacity of Modernism 

The most eloquent critique has come from 
Ajami (1993): Huntington seems to be 
impressed by the 'de-westernisation* of 
societies, their 'indigenisation! and apparent 
willingness to go their own way. In his view 
of things such phenomena as the 
'Hinduisation* of India and Islamic 
fundamentalism are ascendant. To these 
detours into 'tradition* Huntington has 
assigned great force and power. But lie is 
wrong. He has underestimated the tenacity 


of modernism and secularism in places that 
acquired these ways against great odds, 
always perilously close to the abyss, the 
darkness never far. “India will not become 
a Hindu state. The inheritance of Indian 
secularism will hold." The vast middle class 
will defend it, and keep the order intact to 
maintain India's - and its own - place in 
the modem world of nations. 

It is worth quoting Ajami further: “There 
exists in that anarchic polity [India) an 
instinctive dread of playing with fires that 
might consume it. Hindu chauvinism may 
coarsen the public life of the country, but 
the state and the middle class that sustains 
it know that a detour into religious 
fundamentalism is a fling with ruin.” A 
resourceful middle class partakes of global 
culture and norms. A century has passed 
since the Indian bourgeoisie, through its 
political vehicle the Indian National 
Congress, set out to claim for itself and India 
a place among nations. Out of that long 
struggle to overturn British rule and the 
parallel struggle against ‘communalism'.thc 
advocates of the national idea built a large 
and durable slate. They will not cede all this 
for a political kingdom of Hindu purity. 

Ajamf continues: The phenomenon we 
have dubbed as Islamic fundamentalism is 
less a sign of resurgence than of panic and 
bewilderment and guilt that the border with 
‘the other* has been crossed. Those young 
urban poor, half-educated in the cities of the 
Arab world, and their Sorbonne-cducaied 
lay preachers, can they be evidence of a 
genuine return to tradition? They crash 
Europe's and America's gates in search of 
liberty and jobs, and they rail against the sins 
of the west, h is easy to understand 
Huntington's frustration with this kind of 
complexity, with the stiangc mixture of 
attraction and repulsion that the west breeds, 
and his need to simplify matters, to mark 
out the borders of civilisations. 

Just as the resourceful middle class, seeped 
in global culture and norms, rises to defend 
India's secularism and modernity, just as the 
young urban poor, half-educated in the cities 
of the Arab world, crash Europe’s and 
America's gates in search of jobs, on the flip 
side, one may add, the American giant 
multinational corporations, having invested 
heavily in that land, turn out as the biggest 
champions of China's cause in the corridors 
of power in Washington DC. By the same 
token, those global rentiers who move billions 
of dollars across national frontiers with the 
speed of an electrons impulse have almost 
erased all boundary lines of politics, 
geography, ethnicity, culture, and 
civilisation. YeUnourjudgment, Huntington 
is partly right. Kosambi once said of India's 
history' that whenever a decaying mode of 
production comes in contact with a powerful 
new one from outside, the victims of that 


epic confrontation often take the battle to 
religious planes in the last fling of self- 
defence. As the hurricane of technological 
change blows away the defunct and the 
obsolescent, there will be call to arms from 
the holy precincts of temples, mosques and 
churches by those falling by the wayside. 

The age of ideology may be over, at least 
for the moment; but that ot economics is 
not Economic problems, if anything, wilt 
intensify The present centres ol world, 
capitalism will be visited by ever greater 
rates of open and disguised unemployment.; 
As stagnation takes hold at home there will 
be pressure for finding markets overseas. 
Trade war will replace the cold war. And; 
to the surprise of absent-tinnded pundits, 
Russia also will rise as an economic 
superpower. 

With his usual hyperbole, half m jest, 
Keynes (1932) once said: “For the next 
twenty-five years, economists will be the 
most important group of scientists in the 
world. And it is to be hoped - if they are 
successful - after that they will never be 
important again.” The prophecy is worth 
repeating, in part. Economics is, and will 
remain, the most important concern alt over 
the world all through the century. Bui, 
meanwhile, most if not all economists are 
already in disguised unemployment. 

[Parts of this essay were patented in seminary 
and discussions. Friends and foes alike equally 
memly took shoi at the ideas. I dare not cite their 
names. My personal liability (or tins noie is total 
and unlimited j 
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REVIEWS _ 

Rationalisation of Policies or 
Rational Policies? 

T Krishna Kumar 

Measurement of Household Welfare edited by Richard Blundell, lan Preston 
and Ian Walker; Cambridge University Press, Cambridge, UK, 1994; p 283. 


TWO of the most used, as well as abused, 
branches of economics are welfare economics 
and its offspring, benefit-cost analysis. While 
benefit-cost analysis is the subject dealing 
mostly with the benefits and costs associated 
with investment projects, welfare economics 
deals with the wider aspect of changes in 
individual and social welfare over space and 
time, and under different contingent 
circumstances. Welfare economics includes 
the most abused and widely used method of 
measuring poverty. 

The mainstream economic theory, viz, the 
neoclassical economic theory, is based on 
methodological individualism on the one 
hand and on the primacy given to competitive 
market mechanism on the other. The latter’s 
outcomes are crucially dependent on the 
initial distribution of wealth, both human 
capita] and physical capital. This neoclassical 
theory is quite silent on comparing different 
income and wealth distributions or on making 
interpersonal comparisons of utilities. 
Welfare economics, on the other hand, 
depends quite crucially on ethics which deals 
both with comparing income and wealth 
distributions and with interpersonal 
comparisons of utilities. It is therefore quite 
natural that measurement of welfare must 
encompass both neoclassical economic 
4 theory and comparison of distributions of 
consumption, income and wealth between 
individuals. The book under review covers 
both aspects. 

Gary Becker’s Treatise on Family (1981) 
endogenised sociological or demographic 
decisions and thus enlarged the scope of 
neoclassical economic method. This 
development has naturally drawn the 
attention of economists to a problem that 
they had ignored for years, viz, intra-family 
allocation of consumption. Chapter 3 in the 
. book by Bourguignon and Chiappori has a 
detailed discussion of modifying the 
traditional economic theory in order to 
explain the intra-household decision 
processes. As the authors rightly state, 
“scientific curiosity need not be the only 
motivation for analysing this issue’’. In a 
country such as ours it is necessary to examine 
:if a girl child is really discriminated by the 
. head of the household in allocating goods 
;tmd services, and if women exert adequate 
;influence in making household decisions. 


The theory advanced by Bourguignon and 
Chiappori enables one to answer these 
questions. Their theory seems to suggest that 
any policy aimed at the welfare of women 
and the girl child must be directed towards 
increasing the level of education of the girl 
child and increasing employment opport¬ 
unities for the female head of the household. 
A critical reader of this chapter would 
possibly get the impression that Nash 
equilibrium approach, involving non- 
cooperative game being played by members 
of a household, is perhaps too much of 
theorising with little back-up from 
psychology of behaviour of different 
members of a household. Similarly, the 
Rouen Kid Theorem (p 18 of the Intro¬ 
duction) of Becker seems to be only a 
rationalisation of household demand 
functions that economists have been using 
as there is no empirical justification for the 
psychology of the proposed behaviour. 
What is needed in this area of research is 
a greater integration of psychology of 
individual behaviour with the neoclassical 
economic theory. 

Two other important issues in measu¬ 
rement of welfare aic (i) aggregation of 
individual welfare within a household, and 
(ii) a comparison of welfare among 
households with same preferences but 
different demographic composition. These 
are examined in this book as the issue of 
equivalent scales. A fairly rigorous theory 
for deriving equivalence scales is developed 
in chapter 2 by Blackorby and Donaldson. 
Their method depends on the Hicksian 
concept of money equivalence of welfare 
gain or loss, which is also known as money 
metric utility. This method depends on an 
assumed functional form for the utility. This 
approach uses conditional utility which 
represents preferences over goods and 
services, conditional on the demographic 
composition of the household. The possibility 
of interdependent preferences between 
demographic factors and goods and services, 
implicit in most of Becker’s treatise on the 
family, puls severe limitations on the 
approach of Blackorby and Donaldson. This 
limitation was partly rectified in chapter 4 
by Van Praag by eliciting opinion on the 
value of an extra unit of income from 
households with different incomes and 


demographic composition. This inter¬ 
dependence is also captured in chapter 8 of 
the book by the life-cycle consumption 
behaviour. Banks, Blundell and Preston 
deal with this generalisation of equivalence 
scale approach through the life-cycle 
consumption behaviour model of a 
household. The dependence between 
demographic events and consumption of 
goods and services is very well captured by 
the life-cycle pattern of consumption. 

One major limitation of welfare economics 
based on the neoclassical economic theory 
is its emphasis on measuring welfare through 
the revealed preference for goods and services 
in a competitive market environment. Goods 
produced and consumed outside the market 
mechanism do not enter into many welfare 
measurements. Measurement and comp¬ 
arison of welfares that ignore public goods 
and non-market transactions is quite oilen 
questioned for their relevance in a real-lile 
situation in which wc do have both the 
public goods and non-maiket transactions. 
Most of the criticisms against applied welfare 
economics and applied social bcncht-cosi 
analysis arise because ol this limitation. What 
is needed to.respond to this criticism is to 
incorporate into the economic method ol 
welfare measurement goods and services 
produced and consumed in a non-market 
environment. Becker has shown the wav to 
extend the neoclassical economic method to 
non-market activities such as economics of 
family, economics of crime, etc. Employing 
the basic idea of Becker that the allocation 
of time between market and non-market 
activities reveals the relative preferences 
between them one can value quite rigorously 
and systematically the value of goods and 
services produced and consumed in the non- 
market setting. A good illustration ol this 
approach is presented by Patricia Apps in 
chapter 6 of the book. She assumes that the 
non-market production of house work by a 
housewife is caused by her allocating her 
time between wage carning time, house work 
and leisure. 

Misuse and abuse of social-benefit cost 
analysis arises mainly as a result of arbitrary 
choice of non-market activities that are 
included in analysis, and how such activities 
are assumed to be related to the market 
activities. In usual practice this choice is 
invariably made on the basis of subjective 
bias of the analyst, existence of readily 
applicable theoretical framework - such as 
the labour supply models of chapter 6 - and 
the availability of data. It is for this reason 
that the social benefit-cost analysis is often 
referred to as an economist's tool that can 
rationalise any policy! While data mining 
is also a prominent tool of such social benefit- 
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cost (SBC) analysts it is surprising that their 
studies usually contain caveats that some 
non-market activities are excluded from 
analysisdue to the non-availability of relevant 
data! The book under review has nothing 
to offer on how to alleviate the economics 
profession from this poverty of the method. 
What is needed then is a general framework 
which gives a complete time-budget of 
households between market and non-market 
‘behaviour-settings’, using a terminology 
introduced by the sociologist Roger Barker 
and advanced by the sociologist Phil Shoggen 
(1993) and the economist Karl Fox (1993). 

As mentioned earlier the neoclassical 
economic theory is based on methodological 
individualism and it docs not deal with 
comparing wealth and income distributions. 
Such comparison of income distributions is 
needed for interpersonal comparison of 
individual welfares and it is also needed in 
order to evaluate alternate income, price, 
and employment policies. There arc two 
basic limitations ol using individual 
consumption behaviour in eliciting in¬ 
formation lor social welfare measurement 
and wcltuie comparison. First, the observed 
behaviour only reveals information on 
consume! preferences and it docs not provide 
information on the marginal utility of money. 
Second, this marginal utility of money may 
differ from person to person making the 
interpersonal comparison of utility difficult. 
In chapter 4 of the book Van Praag discusses 
the first issue of moving from an ordinal 
utility to a cardinal utility for ait individual 
through a supplementary income evaluation 
question 11 HQ) The question of interpersonal 
comparison of utilities and constructing the 
aggregate welfare function remains 
untouched. The author finds that a log¬ 
arithmic or Cobb-Douglas type repre¬ 
sentation fits the observed data on IEQ. This 
reviewer and his former siudenl [ Kumar and 
David 1972) used similar approach to 
quantitatively determine a cardinal utility 
and they found that a translog function was 
heller than a logarithmic function. 

The last chapter of the book by Tummers 
examines the effect of misperception of 
income on a subjectively determined 
consensus poverty line. 

One major issue that has engaged 
economists' attention in recent years is the 
question of measuring poverty and to evaluate 
the poverty alleviation programmes. Most 
of this literature has been misguided by the 
economists’ emphasis on the focus axiom 
and the poverty line. According to this 
traditional approach poverty is some measure 
of deprivation that exists only for the poor 
and it does not exist for the non-poor, this 
deprivation or poverty is supposed to be zero 
for the non-poor and positive for the poor. 
This notion requires the identification of the 
poor first before measuring their poverty. 


Such an identification of the poor is done 
by subject! vely choosing a poverty line. The 
relevance of such a subjectively chosen 
poverty line is rationalised by stating that 
there is a cardinal utility index and that there 
also exists a basict of goods and services 
constituting the minimum required basket. 

It is the opinion of this reviewer that the 
locus axiom can he dispensed with and one 
can regard poverty as a degree ol deprivation 
that exists at all levels of income and that 
deprivation as a lunction of income is quite 
smooth, at all levels of income, rather than 
being discontinuous either in itsell or in its 
first derivative at an arbitrarily chosen 
poverty line [Goie, Kumar. Paranjpe.Sastry, 
and Silaramam 1994]. The method suggested 
by these ml hois for measuring poverty does 
not depend on a subjectively chosen poverty 
line The method also is very well suited to 
identify the target groups for poverty 
alleviation programmes It also suggests 
methods toi choosing the commodity groups 
for targeting the poverty alleviation 
programmes 

This reviewei has noticed that some of the 
authors i n the book seem to rationalise certain 
concepts and methods employing 
sophisticated theories rather than provide a 
rational theoiy lor an objective approach. 


The Rottcnkid Theorem to rationalise the 
household demand functions and generating 
consensus poverty lines through a question¬ 
naire are two typical instances of such 
rationalisations. 
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Old Prescriptions 

Meeta Rajivlochan 

Agriculture and Rural Transformation in India by Goiitam K Sarkar; Oxford 
University Press, Calcutta, 1995; pp ii + 232, Rs 425. 


RESEARCH on the economic and social 
implications of agricultural development, 
and rural transformation, has seen tremen¬ 
dous growth. Some of this research ts 
presented with lucidity in easily available 
books. Much of it, however, is in form 
difficult to comprehend, written by specialists 
for specialists in specialist journals. It is 
inaccessible in form as well as content. The 
non-specialist reader and the one not located 
at the centres of higher learning is lost. 

Goutam Sarkar’s latest book solves the 
problem or inaccessibility of specialist 
information for the non-spccialist rather 
successfully. It brings together most of the 
important pieces of research on agricultural 
development in India. The reader gets a 
quick overview of rural transformation in 
India as seen through the eyes of an academic 
observer. The book has 12 small chapters 
dealing with topics like agricultural techno¬ 
logy, labour, land reforms, government 
schemes like the 1RDP, efforts at educating 
the agriculturists in improved techniques, 
the place of women in rural development, 
etc. The overall framework is provided by 
the author’s concern for equitable economic 
development and social justice. 

As one goes through this book one notices 
that drawing upon a vast corpus of secondary 
literature, Sarkar makes a cogent argument 
concerning agricultural growth and rural 
transformation. In a primarily agrarian 
country where almost half the rural popu¬ 
lation lives below the poverty line, and 
survival, such as it is, depends on agriculture 
and allied activities, agricultural growth 
becomes crucial for rural transformation. 
Sarkar then goes on to comment upon the 
changes wrought in agriculture and their 
transformative implications for rural society. 

At the risk of doing violence to the details 
of his argument we notice that he makes a case 
for furthering land reforms, the redistribution 
of land among the poorer farmers and 
landless labourers. The green revolution 
comes in for considerable criticism for having 
increased inequalities in rural society. The 
Borlaug method of growing food by resorting 
td H YVs and increasing the use of chemical 
fertilisers is criticised for ushering in high 
investment agriculture. The absence of 
political will in implementing land reforms 
is noticed as also the fact that without 
adequate land reforms it may not be possible 
to make rural India more prosperous and 
equitable. Efforts to innovate technologically 
are noted, as also the resistance put up by 
•some agriculturists to adopt the new techni¬ 
ques of cultivating their lands. None of this 
may be new for the readers of this journal. 


Many of Sarkar’s comments are on 
government policy and the lacunae therein. 
At first glance this seems inevitable, con¬ 
sidering that the government has been a key 
agency for transforming rural society. On 
further consideration, however, one notices 
three absences. One, a certain innocence 
concerning the serious limitations of any 
governmental effort at bringing about rural 
transformation and enforcing social justice. 
Two, absence of serious comment on the 
people's own efforts at social and techno¬ 
logical change, many of which have hap¬ 
pened despite obstacles raised by an ob¬ 
structive bureaucracy and unco-operative 
political leadership. Three, absence of a sug¬ 
gestion on how to operationalise the various 
prescriptions that are offered in almost every 
section of the book. 

As it happens, in the experience of this 
reviewer, official machinery does try to do 
much but it is easier to point out all that 
needs to be done than to actually do it. The 
brief chapter on 'Decentralised Planning, 
Voluntary Agencies and Co-operatives’ for 
example, repeats the usual criticisms of rural 
co-operatives, the limitations ot the govern¬ 
ment in operationalising the panchayati raj 
system, and the limitations of the panchayati 
raj system itself. But, and this is a general 
problem with the entire book, the putting 
together of available information on a theme 
does not lead Sarkar into providing new 
insights, in suggesting newer ways of look¬ 
ing at old problems. 

One could also find fault with some of the 
presumptions with which Sarkar works. One 
such is his belief that the urban class controls 
the state. At a superficial level this might 
be true, but it may not provide a reasonable 
idea about the nature of the Indian state that 
is controlled by a much more complex set 
of factors. If anything Indian politicians 
seem to woo the rural electorate much more 
assiduously than they do the urban voter. 
Most of the developmental schemes of the 
government are meant for the rural areas. 
Most of the voters live in villages, and most 
of the politicians have a rural background 
with little commitment towards facilitating 
the interests of the urban industrialists and 
businessmen. Yet, the latter prosper while 
the former suffer. That the intended rural 
transformation does not take place may not 
be for want of good intentions. Sarkar has 
nothing to say on the matter. 

Similarly, the treatment of rural indus¬ 
trialisation. Sarkar, like so many other 
economists, still believes that the growth of 
the small-scale sector is the preferred panacea 
for rural development. It is easy to see the 


numerous benefits that the growth of this 
sector might have for local society. Why 
then has it be'en difficult to encourage this 
sector across the countryside? The usual 
practice of blaming politicians, bureaucrats 
and big business interests might not be 
sufficient answer any more. However, avail¬ 
able literature does not provide an answer 
beyond the superficial. As Sarkar points out, 
our researchers need to conduct micro-studies 
of the small-scale rural enterprises for more 
insights on the matter. 

It used to be said that the appropriate task 
of the philosopher is to show the fly the way out 
of the fly bottle. In Sarkar’s book we have a 
more than adequate description of the fly bottle, 
but the way out still seems to be unknown. 
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SPECIAL ARTICLES 


UNDP’s Gender-Related Development Index 

A Computation for Indian States 

v 

A K Shiva Kumar 

The gender-related development index (GDI) proposed in UNDP's 1995 Human Development Report concentrates 
on the same variables as the human development index (HDI) but focuses on the inequality between men and women 
as well as on the average achievement of all people taken together. This paper computes the GDI for 16 Indian 
states for which data are available , and ranks them along with 130 countries of the world. 


I 

Introduction 

UNDP's Human Development Reports 
(HDRs) released since 1990have repeatedly 
pointed out that people are the real wealth 
of a nation. Human progress is not about 
income expansion and accelerating 
commodity production, but about expanding 
human capabilities. Development is defined 
by the HDRs as a process of enlarging 
people's choices. Such choices tend to be 
very wide-ranging starting with some very 
basic ones like the option to stay healthy, 
acquire knowledge and so on to greater 
social, economic and political freedoms 
including the opportunities to be creative 
and productive, enjoy personal self-respect 
and be assured of human rights. At all levels 
of development, however, especially from 
a viewpoint of poverty and inequality, three 
of the most essential choices are for people 
to lead a long and healthy life, to acquire 
knowledge and to have access to resources 
needed for a decent standard of living. The 
Human Development Index (HDI), which 
the HDRs present annually, reflects the 
levels and achievements of different 
countries on these three important 
dimensions of human development. By 
ranking countries of the world, the HDI 
shows how far a country has to travel in 
order to provide these three essential choices 
to all its people. 

HDR 1995 draws attention to the 
persistence of severe gender disparities in 
human development. The central message 
of the Report is that human development, 
if not engendered, is endangered. And there 
is a long way to go in terms of equalising 
opportunities between men and women. 
According to the Report , women still 
constitute 70 per cent of the world’s poor 
and two-thirds of the world's illiterates. A 
major index of neglect, the Report points 
out, is that many of women's economic 
contributions are .grossly undervalued or 


not valued at all. It estimates the value of 
such non-monetised, invisible contribution 
of women to be around $ 11 trillion or 
almost 50 per cent more than the officially 
estimated $ 23 trillion of global output. 

An extremely valuable and innovative 
contribution of HDR 1995 is the construction 
of the gender-related development index 
(GDI), which reflects gender disparities in 
basic human capabilities. The GDI 
concentrates on the same variables as the 
HDI but focuses on both the inequality 
between men and women as well as on the 
average achievement of all people taken 
together. In other words, the GDI is basically 
the HDI adjusted for gender inequality. 
This paper presents briefly the methodology 
for the construction of the GDI, and 
computes the GDI values for 16 Indian 
states for which data are available. In doing 
so, it also discusses some of the data 
problems that one encounters when 
constructing disaggregated GDIs at the sub¬ 
national level. By using the GDI to rank 
the 16 Indian states along with 130 countries 
of the world (for which HDR 1995 has 
computed the GDI values), this paper not 
only reinforces the well known fact of severe 
gender inequalities within the country, but 
more importantly provides a measure of 
how badly Indian states are doing vis-a-vis 
other nations of the world. That there arc 
only 13 countries in the world with lower 
GDI values than Bihar and Uttar Pradesh 
is indeed a sad commentary on the state of 
India's human development. 

II 

Assessing Inequality in 
Human Capabilities 

UNDP's Human Development Reports 
have advocated the use of the Human 
Development Index (HDI) to measure a 
country's average achievements in human 
capabilities. The HDI contains three 
indicators: life expectancy to measure 


longevity, educational attainment to 
represent knowledge: and an appropriately 
adjusted real GDP per capita (in purchasing 
power parity dollars) to serve as a surrogate 
for command over resources needed to 
ensure a decent standard of living. The GDI 
concentrates on the same variables as the 
HDI but goes beyond looking merely at 
average levels of achievements, and relates 
the female-male disparity to the overall 
achievements in a society. Consider a 
situation where one society has achieved 
a literacy rate of only 30 per cent, but has 
managed to ensure perfect gender equality, 
whereas another society may have achieved 
a higher average level of literacy rate (say 
52 per cent), but with male literacy rates 
being 64 per cent and female literacy rates 
being only 39 per cent. Which of these two 
is the better outcome? The methodology for 
computing the GDI, described later in this 
paper, deals with this issue. It imposes a 
penalty for inequality such that GDI falls 
when the achievement levels of both women 
and men in a country worsen or when the 
disparity between their achievements 
increases. Therefore, the greater the gender 
disparity in basic capabilities, the lower 
will be a country's GDI compared with its 
HDI. The Reiwrt suggests that each society 
can select a specific value for its ‘‘aversion 
to gender inequality" (£), depending upon 
its initial position and the time-bound goals 
it sets for itself. If there is no aversion to 
inequality, which implies an £ value of 0, 
then we have the HDI itself (which ignores 
gender inequalities). The higher the 
'aversion to gender inequality', the larger 
the value of £ for the weighting procedure. 
If £ = 0 (no aversion to inequality), as HDR 
1995 points out, Iran’s perlormancc is better 
than Mexico's because Iran's enrolment 
ratio is 68 per cent, whereas Mexico’s is 
only 65 per cent. This is how the HDI treats 
the variables. However, the male enrolment 
ratio in Mexico is 66 per cent and the female 
enrolment ratio is 64 per cent, w hereas in 
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Iran, the male enrolment ratio is 74.5 per 
cent and female enrolment ratio 55 per cent. 
If the equity preference (e) is sufficiently 
high, then Mexico’s performance will be 
regarded as better than Iran's. The Report 
argues that policy-makers must make an 
explicit choice of the weight they wish to 
assign to their preference for gender equality. 
It proposes for the calculation of the GDI. 
a moderate value of e = 2, the harmonic 
mean of female and male achievements. 
The incremental achievement of women 
hra four times the weight of men's if the 
ratio of male to female achievement is two 
and e = 2. If the ratio of male to female 
achievement is lower than two, the 
incremental achievement of women is given 
less weight, although the value of £ remains 
the same. 

m 

Gender-related Development Index 
(GDI) for Indian States 

Basic data needed for the computation of 
the HDI and the GDI are available for 16 
Indian states and are presented in Tabic 1. 
Similar data are not available for Jammu 
and Kashmir where the 1991 Census was 
not held, and for the less populous states 
and union territories of India. 

Technical Notes 1 and 2 contained in 
HDR 1995 discuss in detail the theoretical 
and mathematical considerations underlying 
the methodology for computing gender- 
equity-sensitive indicators. 1 This section 
presents the methodology described in HDR 
1995 and illustrates how the GDI is 
calculated. The computation of the GDI 
requires the calculation of (i) the equally 
distributed index of life expectancy, (ii) the 
equally distributed index of educational 
attainment, and (iii) the equally distributed 
index of income. The GDI is the average 
of these three equally distributed indices, 
and has a value ranging from 0 to 1. For 
the calculation of the equally adjusted 
indices,'the Report suggests using a 
weighting formula that expresses a moderate 
aversion to inequality, setting the weighting 
parameter £ equal to 2. This is the harmonic 
mean of the male and female values; and 
is calculated by taking the reciprocal of the 
population-weighted arithmetic mean of the 
female and male achievement levels (which 
are themselves expressed in reciprocal 
form). The harmonic mean value will be 
less than the arithmetic mean to the degree 
that there is disparity between female and 
male achievements. 

Equally Distributed Index of Life Expectancy 

Life expectancy at birth is one of the three 
indicators used as a measure of longevity 



in the calculation of the HDI. The first step 
in the calculation of the GDI is to index 
the value of life expectancy. HDR 1995 
proposes the use of the same range of life 
expectancy for both men and women, 
namely, 60 years, but different minimum 
and maximum values. The minimum value 
for male life expectancy is taken to be 22.5 
years, and the maximum value (or fixed 
goal post) is 82.5 years. Recognising the 
biological feature of women outliving men, 
for female life expectancy, the Report uses 
a minimum life expectancy of 27.5 years 
and a maximum value of 87.5 years. 

Estimates of female and male life 
exepctancy at birth for India and the major 
stales are based on the Sample Registration 
System data, and arc published periodically 
by the Office of the Registrar General. 
According to the latest available estimates 
for the period 1990-92, life expectancy at 
birth was 59.4 years for Indian women and 
59 years for Indian men (Table 1). The 
indices for life expectancy can be calculated 
as follows: 

Life expectancy 

Females (59.4-27.5)/60 = 0.532 

Males (59.0-22.5)/60 = 0.608 

The population estimates based on Census 

of India 1991 have been used to calculate 
the share ol men and women in India's 
population. 

Percentage share of the total population 

Females 48.1 

Males 51.9 

The equally distributed index of life 

expectancy (with t =2): 

[0.481 (0.532) 1 r + 0.519(0.608) , f l ,A, n . 
= 0.569 

Table 2 presents the values of the equally 
distributed index of life expectancy for 16 
Indian states using the above methodology. 

Equally Distributed Index of Educational 
Attainment 

The poor quality and non-availability of 
appropriate data has always posed serious 
problems for assessing levels of educational 
attainment HDR 1990 proposed using adult 
literacy rates as a measure of educational 
attainment. The inability of adult literacy 
rates to truly capture and distinguish between 
the educational attainments especially in 
developed countries led to the modification 
of this component. In 1991. the index of 
educational attainment included both adult 
literacy rates and the mean years of 
schooling. HDR 1995 has once again 
proposed a change in the measure of 
educational attainment responding to the 
problem of not finding reliable data on 
mean years of schooling. The variable for 
educational attainment now includes adult 
literacy, with a two-third weight, and gross 


combined primary, secondary and tertiary 
enrolment, with a one-third weight. Each 
of these subcomponents is indexed 
separately. Both indices use a minimum 
value of 0 per cent and a maximum value 
of 100 per cent. The two indices are added 
together with the appropriate weights to 
form the composite index of educational 
attainment. 

Data on adult literacy rates (for population 
aged 15 and above) for Indian states are 
available from the Census of India. 
Unfortunately, however, Census of India 
1991 has as yet published only the overall 
literacy rates (for populations aged seven 
and above). Age-specific literacy rates are 
not yet available. In the absence of more 
accurate Census-based estimates, for 
purposes of this paper, the 15+ literacy 
rates for India and the 16 major states have 
been estimated by applying the 1981 
proportion of adult to overall literacy rates 
to the available 1991 figures of7+ literacy 
rates. Such an adjustment is necessary as 
7+ literacy rates in India arc typically a little 
higher than 15+ literacy rales. Thus whereas 
the 7+ male literacy rate for India was 
estimated by Census of India lo be 64 per 
cent in 1991, the 15+ literacy rate works 
out to 62.4 per cent. Similarly. whereas 
the census-based estimate of 7+ literacy 
rate for women is 39 per cent, the 15+ 
literacy rate for women works out to 33.9 
per cent. 

There arc a number of problems with 
regard to data on gross enrolment rates 
published for India and the states. The gross 
combined primary, secondary and tertiary 
enrolment rale is defined as the percentage 
of population in the age group of 6 to 23 
years who are currently enrolled in an 
educational institution. The annual report 
of the ministry of human resouice 
development provides figures on the 
number of males and females enrolled at 
different levels of education. Age-specific 
population distri-butions can be obtained 
from the Census of India, although for 
1991, these figures are not as yet available. 
Typically, however, data on the 
denominator, namely, the population in the 
selected age group, are not readily available. 
At the same time, and perhaps more serious 
is the unreliability of enrolment figures 
themselves. For example, according to the 
ministry of human resource development 
(1993), boys enrolment in primary schooling 
during 1991-92 varied between 61 percent 
and 148 per cent, and was 100 per cent or 
more in 27 out of the 32 states and union 
territories for which data are available. Even 
though gross enrolment rates (GERs) for 
girls were on average lower, they varied 
from 59 per cent to 136 per cent and exceeded 
100 per cent in 14 out of the 32 states and 
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Table 1 Basic Statistics on 16 Indian States 
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> : union territories. Such a picture is indeed 
; 4 misleading and not representative of either 
‘Y educational attainment or even attendance* 
; in primary schools. The dismal state of 
basic education in the country is highlighted 
most glaringly, for instance, in the findings 
of the National Family Health Survey which 
reports that only 41 per cent of girls in the 
age group of 6-14 years were attending 
school in 1992-93. 62 per cent of girls in 
Bihar and 39 per cent of girls in Rajasthan 
aged 6 to 14years were notattending school 
during 1992-93. There are several reasons 
why the gross enrolment rates exceed 100 
pet cent. Both over-age pupils and high 
repetition rates which typically occur in the 
final year of the particular level, tend to 
inflate the numerator. But more disturbing 
is when principals and teachers falsify the 
enrolment figures especially if their jobs 
depend upon the numbers enrolled in school. 
Such an exaggeration of gross enrolment 
rates is reported to take place throughout 
the country, though to varying degrees, at 
all levels of education. Consequently, GERs 
do not give a correct picture of educational 
attainment across the country. Less serious 
but important enough is also the fact that 
disaggreagated data on GERs below the 
state level are difficult to obtain. Given the 
problems with GER figures, the 
computations of GDI (and HDI) for India 
and the 16 states presented in this paper 
have left out gross enrolment rates, and 
assigned full weightage to adult literacy as 
was done in HDR 1990. 

The method for computing the equally 
distributed index for educational attainment 
is shown below: 

Adult literacy rates 

Females (33.9 - 0)/100 = 0.339 

Males (62.4 - 0)/l00 = 0.624 

.. Percentage share of the total population 
Females 48.1 

Males 31.9 

The equally distributed index of educational 
attainment (with £ = 2) 

[0*481(0.339)** + 0.519(0.624)'* c ] l/(, ~ c> 

» 0.444 

Table 3 presents the values of the equally 
distributed index of educational attainment 
for 16 Indian states using the above 
' methodology. 

Equally Distributed Index of Income 

In the absence of more specialised data, 
the HDI uses an adjusted measure of real 
GDP per capita expressed in purchasing 
power parity dollars as a surrogate to measure 
command over resources needed for adecent 
. standard of living. The HDI adjusts real 
\ income (expressed in PPP dollars) for the 
f diminishing utility of higher levels of income 
'to human development. This is done to 


reflect the fact that people do not need an 
infinite amount of income to maintain a 
decent standard of living. The HDI uses 
PPP$5,120 as a threshold for income which 
is the average global real GDP per capita 
in PPP dollars in 1992. The HDI treats 
income up to this level at foil value, but 
sharply discounts incomes above this level 
as having a diminishing utility by using the 
following formula: 

W(y) = y* for 0 < y < y* 

* y* + 2[(y-y*) ,/2 ]fory*£y£2y* 
= y* + 2 (y* m ) + 3 [(y-2y*) ,/3 J for 
2y* £ y £ 3y* 


India's real GDP per capita for 1992 was 
estimated at PPP $1,230, well below the 4 
threshold level ofPPP$5,448; and therefore 
does not require any adjustment. 

In order to arrive at comparable estimates 
of real income per capita expressed in PPP 
dollars for Indian states, the ratio of per 
capita state domestic product of each state 
to per capita national income has been 
applied to India's real GDP per capita 
expressed in PPP dollars. Such a treatment, 
discussed in Kumar (1991), however, 
crude, enables the ranking of Indian 
states along with other countries of the 
world. 


Table 2: The Equally Distributed Index op Life Expectancy for Indian States 


Population Life Expectancy Index of Ufe The Equally 

_ at Birth _ Expectancy Distributed 



Per Cent Per Cent Female 

Mole 

Total 

Female 

Male 

Total 

Index of 


Female 

Mole 


(Years) 





Life 


1991 

1991 


1990-92 



1990-92 

Expectancy 

Andhra Pradesh 

0.493 

0.507 

61.5 

59.0 

60.3 

0.567 

0.608 

0.588 

0.587 

Assam 

0.480 

0.520 

53.8 

54.8 

54.3 

0.438 

0.538 

0.488 

0.485 

Bihar 

0.477 

0.523 

58.3 

60.4 

59.4 

0.513 

0.632 

0.573 

0.569 

Gujarat 

0.483 

0.517 

61.3 

59.1 

60.2 

0.563 

0.610 

0.587 

0.587 

Haryana 

0.464 

0.536 

63.6 

62.2 

62.8 

0.602 

0.662 

0.630 

0.632 

Himachal 










Pradesh 

0.494 

0.506 

64.2 

63.8 

64.0 

0.612 

0.688 

0.650 

0.648 

Karnataka 

0.490 

0.510 

63.6 

60.0 

61.8 

0.602 

0.625 

0.613 

0.613 

Kerala 

0.509 

0.491 

74.4 

68.8 

71.6 

0.782 

0.772 

0.777 

0.777 

Madhya Pradesh 

0.482 

0.518 

53.5 

54.1 

53.8 

0.433 

0.527 

0.480 

0.477 

Maharashtra 

0.483 

0.517 

64.7 

63.1 

63.9 

0.620 

0.677 

0.648 

0.648 

Orissa 

0.493 

0.507 

54.8 

55.9 

55.4 

0.455 

0.557 

0.507 

0.501 

Punjab 

0.469 

0.531 

67.5 

65.4 

66.4 

0.667 

0.715 

0.690 

0.692 

Rajasthan 

0.476 

0.524 

57.8 

57.6 

57.7 

0.505 

0.585 

0.545 

0.544 

Tamil Nadu 

0.493 

0.507 

63.2 

61.0 

62.1 

0.595 

0.642 

0.618 

0.618 

Uttar Pradesh 

0.468 

0.532 

54.6 

56.8 

55.8 

0.452 

0.572 

0.513 

0.508 

West Bengal 

0.465 

0.535 

-62 St 

60.5 

61.2 

0.575 

0.633 

0.603 

0.605 

India 

0.481 

0.519 

59.4 

59.0 

59.0 

0.532 

0.608 

0.570 

0.569 

Source: See Table 1. 









Table 3: The Equally Distributed Index of Educational Attainment 



Population 

Adult Literacy Rate 

Education Index 

The Equally 


Per Cent Per Cent Female 

Male 

Total 

Female 

Male 

Total 

Distributed 


Female 

Mole 

Female 

Male 

Total 

Female 

Male 

Total 

Index of 


1991 

1991 


1991 





Education* 

Andhra Pradesh 

0.493 

0.507 

27.3 

52.4 

40.1 

0.273 

0.524 

0.401 

0.361 

Assam 

0.480 

0.520 

33.9 

62.4 

49.4 

0.339 

0.624 

0.494 

0.445 

Bihar 

0.477 

0.523 

18.2 

55.3 

38.7 

0.182 

0.553 

0.387 

0.280 

Gujarat 

0.483 

0.517 

41.8 

70.4 

56.7 

0.418 

0.704 

0.567 

0.529 

Haryana 

0.464 

0.536 

27.0 

64.3 

49.9 

0.270 

0.643 

0.499 

0,392 

Himachal 










Pradesh 

0.494 

0.506 

35.5 

64.4 

50.9 

0.355 

0.644 

0.509 

0.459 

Karnataka 

0.490 

0.510 

37.7 

65.3 

52.2 

0.377 

0.653 

0.522 

0.481 

Kerala 

0.509 

0.491 

80.6 

91.7 

86.0 

0.806 

0.917 

0.860 

0.857 

Madhya Pradesh 

0.482 

0.518 

24.3 

56.6 

41.8 

0.243 

0.566 

0.418 

0.345 

Maharashtra 

0.483 

0.517 

44.2 

74.4 

60.3 

0.442 

0.744 

0.603 

0.559 

Orissa 

0.493 

0.507 

29.0 

62.5 

46.4 

0.290 

0.625 

0.464 

0.398 

Punjab 

0.469 

0.531 

41.8 

60.5 

51.8 

0.418 

0.605 

0.518 

0.500 

Rajasthan 

0.476 

0.524 

17.5 

52.7 

36.1 

0.175 

0.527 

0.361 

0.269 

Tamil Nadu 

0.493 

0.507 

35.8 

65.0 

50.6 

0.358 

0.650 

0.506 

0.463 

Uttar Pradesh 

0.468 

0.532 

20.6 

53.6 

38.4 

0.206 

0.536 

0.384 

0.306 

West Bengal 

0.465 

0.535 

42.8 

69.3 

57 1 

0.428 

0.693 

0.571 

0.538 

India 

0.481 

0.519 

33.9 

62.4 

48.7 

0.339 

0.624 

0.487 

0.444 


Source: See Table 1. 
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The computation of the equally 
distributed index of income* first of all, 
requires the calculation of the female and 
male shares of earned income; and this is 
done by using (1) the ratio of the average 
female wage to the average male wage, 
and (2) the female and male percentage 
shares of the economically active 
population aged 15 and above. HDR 1995 
uses the ratio of the average female wage 
to the average male wage for the non- 
agricultural sector, data on which is 
available for 55 countries. This ratio is 
assumed to be the average ratio of the 
agricultural sector as well. The average 
ratio of female to male wages (75 per cent) 
derived for these 55 countries is then 
applied to the countries among the 130 for 
which 1LO sources lack such data. This 
ratio itself is very close to what we observe 
in India. For instance, according to the 
NSS data for 1987-88, presented in 
Vaidyanathan (1994), the ratio of the 
average wage of females to males was 
75.3 percent for the non-agricu llural sector 
and 73 per cent for the agricultural sector. 
Such a ratio however, the Report points out, 
is only a crude proxy for gender income 
differentials in paid work, and asserts that 
wage data for gender comparisons need to 
be considerably improved. According to 
the Report , the 75 per cent wage ratio is 
likely to be an underestimate of the actual 
income differentials between women and 
men, because it docs not take into account, 
for example, income disparities based on 
non-labour resources, such as land or 
physical capital. Since men own most 
property, the disparity between men and 
women in non-labour income would tend 
to be greater than that in labour income. 
For purposes of this paper, and especially 
in order to retain international compar¬ 
ability, NSS data on average wage/salary 
earnings per day received by adult male and 
female workers have been used to calculate 
the ratio of female to male non-agricultural 
sector wages for India and the states. 

The second step in calculating the equally 
distributed index of income is to obtain 
information on the percentage share of 
men and women in the economically active 
population aged 15 and above. Owing to 
the absence of data on employment by 
gender, the Report makes the simplifying 
assumption that female employment and 
male employment are proportional to the 
female and male participation in the 
labour force. The ratio of the female 
wage to the overall average wage and the 
ratio of the male wage to the overall average 
wage is then derived from the following 
definition of the total wage bill (WL) as: 

WL = W,L, + W m L m 

892 


where W is the average wage and L is the 
total labour force, and the/subscript denotes 
female and the m subscript denotes males. 
Dividing the above equation through by 
W m L, the values of the two ratios are 
calculated thus: 

W/W , = (W/WJ (L/L) + (W ra /WJ (L./L) 

and taking the reciprocal of this result gives 
the value of W m /W. It also yields the value 
of W,/W: 

W/W = (W/WJ/(W/WJ 

A rough estimate of the female share of 
income can then be obtained by multiplying 
the ratio of the average female wage to the 
overall average wage by the female share 
of the economically active population. The 
male share of income can be calculated in 
the same way or by subtracting the female 
share from 1. 

Census of India provides data on female 
and male work participation rates for India 
and the states. Published results of the Census 
of India 1991 available so far present the 
gender specific employment rates for the 
total population. Work participation rates 
for populations aged 15 and above have not 
yet been published. In computing the GDI, 
therefore, the overall work participation 
rates have been used. The procedure for 
calculating the equally distributed index of 
income is shown below: 

Percentage share of the economically active 
population 

Females 28.58 

Males 71.42 

Percentage share of the total population 

Females 48.1 

Males 51.9 

Ratio of female non-agricultural wages to 

male non-agricultural wages: 75.3 per cent 


Atfustedteal GDP per capita: PPP$ 1,230 
Ratio of the female wage to the average 
wage (W); and the ratio of the male wage 
to the average wage (W) 

W = 0.2858(0.753)+ 0.7142(1) =0.929 
Female wage to average wage: 0.753/0.929 
= 0.810 

Male wage to average wage: 1.000/0.929 
= 1.076 

Share of earned income 
Note: [{female wage/average wage) x female 
share of economically active population] + 
[(male wage/average wage) x male share 
of economically active population] = 1. 


Females 0.810 x 0.2858 = 0.2316 

Males 1.076 x 0.7142 = 0.7684 

Female and male proportional income 
shares 

Females 0.2316/0.481 = 0.4815 

Males 0.7684/0.519 = 1.4805 


The equally distributed income index 
(with e = 2): 

[0.481 (0.4815) ,-c + 0.519 (0.1.481 )* 

= 0.741 

0.741 x1230 = 911.4 

(911.4 - 100)/(5448 - 100) = 0.152 

Table 4 presents the values of the equally 
distributed income index for 16 Indian states 
using the above methodology. 

The gender-related development index 
(GDI) is then computed by taking the average 
of these three equally distributed indices. 
GDI for India = 1 /3 (0.569 + 0.444 + 0.152) 
= 0.388 

Table 5 presents the GDI values for India 
and 16 stales. India has a GDI value of 0.388 
as against a maximum value of 0.919 
(Sweden) and a minimum value of 0.169 
(Afghanistan). India ranks 99 out of 130 
countries for which the GDI has been 
calculated. 2 In other words, there are only 31 
countries that have a lower GDI than India. 


Table 5. Gender-Related Development Index for Indian States, 1991-92 


GDI Rank Gender- 

Related 
Development 
Index (GDI) 

Share of Earned 
Income 
(Per Cent) 

Life Expectancy 
at Birth (Years) 
1990-92 

Adult Literacy Rate 
1991 (PerCent) 

Females 

Males 

Females 

* Males 

Females 

Males 

1 Kerala 

0.565 

12.4 

87 6 

74.4 

68.8 

80.6 

91.7 

2 Maharashtra 

0 492 

29.4 

70.6 

64.7 

63.J 

44.2 

74.4 

3 Gujarat 

0.437 

26.8 

73 2 

61.3 

59 1 

41 8 

70.4 

4 Himachal Pradesh 

0.432 

37.5 

62.5 

64.2 

63.8 

35.5 

64.4 

5 Punjab 

0.424 

5.9 

94.1 

67,5 

65 4 

41.8 

60.5 

6 Karnataka 

0.417 

25.4 

74.6 

63.6 

60.0 

37.7 

65.3 

7 Tamil Nadu 

0.402 

21.4 

78.6 

63.2 

61.0 

35.8 

65.0 

8 West Bengal 

0 399 

8.0 

92.0 

62.0 

60.5 

42 8 

69.3 

9 Andhra Pradesh 

0.371 

27 2 

72.8 

61.5 

59.0 

27 3 

52.4 

10 Haryana 

0.370 

7.0 

93 0 

63.6 

62 2 

27.0 

64.3 

11 Assam 

0.347 

23.7 

76.3 

53.8 

54.8 

33.9 

62.4 

12 Orissa 

0.329 

19.1 

80.9 

54.8 

55.9 

29.0 

62.5 

13 Madhya Pradesh 

0.312 

25.4 

74.6 

53.5 

54.1 

24.3 

56.6 

14 Rajasthan 

0.309 

23.0 

77.0 

57.8 

57.6 

17.5 

52.7 

IS Bihar 

0.306 

21.8 

'78.2 

58.3 

60.4 

18.2 

55.3 

16 Uttar Pradesh 

0.293 

12.9 

87.1 

54.6 

56.8 

20.6 

53.6 

India 

0.388 

23.2 

76.8 

59.4 

59.0 

33.9 

62.4 
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If we look at the Indian states, however, 
the inter-state differentials in GDI are 
startling. Kerala, as expected, has the highest 
GDI (a value of 0.565), and Uttar Pradesh 
has the lowest GDI (a value of 0.293). 
Table 6 ranks the Indian states along with 
other countries of the world. Kerala ranks 
73rd in the world in terms of GDI, 
somewhere between China (a GDI value of 
0.578) and Nicaragua (GDI value of0.560). 
Ontheotherhand,thereareonly 13 countries 
in the world that have a lower value of GDI 
than Uttar Pradesh (population of 139 


million in 1991) arid Bihar (population of 

86.4 million in 1991). 

Twice as many people live in Uttar 
Pradesh and Bihar (combined population of 

225.4 million) in such abysmal conditions 
of human deprivation than in the remaining 
13 countries that had lower GDI values 
(combined total population of 112.6 million 
in 1992). Such low levels of human 
development and gender inequalities for 
such large Indian populations are indeed a 
sad reflection of the poor state of social 
progress in the country. 


IV 

HDI and GDI in Indian States 

The HDI lor the 16 Indian states has been 
calculated using three indicators: longevity 
measured by life, expectancy at birth; 
educational attainment measured by adult v 
literacy; and standard of living as measured j 
by real GbP per capita (FPP$). The ; 
compulation of the HDI, as indicated in the \ 
previous section, requires the calculation -j 
of (i) the life expectancy index, (ti) the ] 
index of educational attainment, and 1 


Table 6: Gender-Related Development Index. Indian States Ranked along with Countries of the World 

GDI Rank Gender-Related Development GDI Rank Gender-Related Development GDI Rank Gender-Related Development 
Index (GDI) Index (GDI) Index (GDI) 


1 

Sweden 

0.9t9 

50 

Colombia 

0 720 

95 Madagascar 

0.432 

2 

Finland 

0.918 

51 

Kuwait 

0716 

Punjab 

0.424 

3 

Norway 

0.911 

52 

Jamaica 

0710 

Karnataka 

0417 

4 

Denmark 

0.904 

53 

Brazil 

0.709 

96 Lao People’s Dem 


5 

USA 

‘ 0 901 

54 

Suriname 

0 699 

Rep 

0.405 

6 

Australia 

0.901 

55 

Botswana 

0 696 

97 Zambia 

0 403 

7 

France 

0.898 

56 

Bahrain 

0 686 

Tamil Nadu 

0.402 

8 

Japan 

0 896 

57 

United Arab Emirates 

0.674 

98 Comoros 

0 402 

9 

Canada 

0891 

58 

Sri Lanka 

0 660 

West Bengal 

0.399 

10 

Austria 

0 882 

59 

Tunisia 

0.641 

99 India 

0.388 

11 

Barbados 

0 878 

60 

Ecuador 

0641 

100 Nigeria 

0.383 

12 

New Zealand 

0.868 

61 

Qatar 

0.639 

101 Togo 

0.380 

13 

United Kingdom 

0.862 

62 

Peru 

0 631 

102 Zaire 

0.372 

14 

Italy 

0.861 

63 

Paraguay 

0.628 

Haryana 

0.371 

15 

Czech Hep 

0.858 

64 

Philippines 

0.625 

Andhra Pradesh 

0 370 

16 

Slovakia 

0.855 

65 

Lebanon 

0.622 

103 Pakistan 

0.360 

17 

Hong Kong 

0.854 

66 

Iran, Islamic Kcp of 

0.611 

104 Tanzania 

0.359 

18 

Belgium 

0 852 

67 

Mongolia 

0 596 

105 Haiti 

0.354 

19 

Switzerland 

0 852 

68 

Indonesia 

0.591 

106 Central African Rep 

0 350 

20 

Netherlands 

0.851 

69 

Dominican Rep 

0.590 - 

Assam 

0.347 

21 

Estonia 

0 839 

70 

Guyana 

0.584 

107 Coted' Ivoire 

0 341 

22 

Poland 

0.838 

71 

China 

0 578 

108 Bangladesh 

0.334 

23 

Hungary 

0 836 

72 

Syrian Arab Rep 

0 571 

109 Sudan 

0 332 

24 

Latvia 

0 833 


Keiala 

0.565 

Orissa 

0 329 

25 

Portugal 

0.832 

73 

Nicaragua 

0.560 

110 Uganda 

0 316 

26 

Bahamas 

0.828 

74 

Viet Nam 

0.537 

1 i 1 Senegal 

0 316 

27 

Greece 

0 825 

75 

Libyan Arab Jamahiriya 

0.534 

112 Djibouti 

0 315 

28 

Singapore 

0,822* 

76 

El Salvador 

0.533 

113 Malawi 

0315 

29 

Russian Federation 

0 822 

77 

Honduias 

0.524 

114 Benin 

0.314 

30 

Ireland 

0 813 

78 

Iraq 

0.523 

Madhya Pradesh 

0 312 

31 

Brunei Darussalam 

0.812 

79 

Maldives 

0 522 

115 Nepal 

0 310 

32 

Uruguay 

0 802 

80 

Bolivia 

0.519 

Rajasthan 

0.309 

3:- 

Thailand 

0 798 

8! 

Saudi Arabia 

0.514 

116 Mauritania 

0.309 

34 

Spain 

0.795 

82 

Zimbabwe 

0.512 

117 Yemen 

0 307 

35 

Luxembourg 

0 790 

83 

Swaziland 

0.508 

Bihar 

0.306 

36 

Trinidad and Tobago 

0.786 

84 

Algeria 

0 508 

Uttar Pradesh 

0 293 

37 

Korea. Rep. of 

0 780 

. 85 

Cape Verde 

0 502 

118 Angola 

0.286 

38 

Malaysia 

0.768 


Maharashtia 

0.492 

119 Gambia 

0.277 

39 

Argentina 

0.768 

86 

Papua New Guinea 

0.487 

120 Guinea-Bissau 

0.276 

40 

Venezuela 

0.765 

87 

Guatemala 

0 481 

121 Burundi 

0 274 

41 

Panama 

0 765 

88 

Kenya 

0.471 

122 Chad 

0 260 

42 

Costa Rica 

0.763 

89 

Lesotho 

0.466 

123 Mozambique 

0.229 

43 

Chile 

0.759 

90 

Cameroon 

0.462 

124 Ethiopia 

0.217 

44 

Lithuania 

0.750 

91 

Ghana 

0.460 

125 Guinea 

0.214 

45 

Turkey 

0.744 

92 

Egypt 

0.453 

12b Burkina Faso 

0.214 

46 

Mexico 

0.741 • 

93 

Morocco 

0 450 

127 Niger 

0 196 

47 

Cuba 

0.726 

94 

Myanmar 

0 448 

128 Mali 

0 195 

48 

Fiji 

0.722 


Gujarat 

0 437 

129 SicrTa Leone 

0 195 

49 

Mauritius 

0.722 


Himachal Pradesh 

0.432 

130 Afghanistan 

0 169 


Source: Table 3:1 from UNDP's Human Development Report 1995 and Table 5 of this paper 
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(iii) die index of income. The HDIls the 
average of these three indices and* takes on 
a value between O and 1. For construction 
of the three indices, fixed minimum and 
maximum values have been established by 
the HDR for each of the indicators: 

Life expectancy at birth: 25 years and 85 years 
Adult literacy rates: 0 per cent and 100 per cent 
Real GDP per capita (PPP$): PPPSlOOand 
PPP $40,000 

For the life expectancy index and the index 
of educational attainment, the following 
formula is used: 

Index - A ctual \ va * uc * \ value 

Maximum x, value - minimum x, value 
The discounted value of the maximum 
income of PPP $40,000, using the formula 
given in the previous section, works out to 
PPP $5,448; and this is used for computing 
the income index. The minimum value of 
income is PPP $100. 

Table 7 presents the HDI values for 16 
Indian states. India with a HDI value of 
0.423 ranks 138th in the world out of 174 
countries. Kerala tops the list among the 
states with a HDI value of 0.603, and Uttar 
Pradesh is at the bottom (HDI value of 
0.348). Whereas there are some 64 countries 
that have a HDI value lower than Kerala*s, 
there are only 24 countries that fare worse 
than Uttar Pradesh in terms of the HDI. 

Comparing the HDI value against the 
GDI value offers one way of gauging the 
gender inequality in a state. Table 8 presents ^ 
both the HDI and GDI values for In^idn 
states; and also shows the percentage 
reduction of the GDI from the HDI, or the 
value of (HDI-GDI)/HDI. 

The five states with the lowest differential 
are Himachal Pradesh (4.7 per cent), 
Maharashtra (6 per cent), Kerala (6.2 per 
cent), Gujarat (6.3 per cent) and Karnataka 
(6.9 per cent). In these states, gender 
inequalities are not pronounced as the levels 
of human development (measured by the 
HDI) are not vastly different from the values 
of GDI. At the other extreme, however, are 
Five states with the maxi mum differentials 
between the HDI and the GDI: Haryana 
(24.3 per cent). Punjab (19.8 per cent), 
Uttar Pradesh (15.9 per cent), Bihar (13.6 
percent), and West Bengal (13.1 per cent), 
highlighting that gender inequality in basic 
capabilities is a serious problem in these 
states. The inclusion of Haryana and Punjab 
in the category of states with the most 
serious problems of gender inequality, 
despite being relatively high income states, 
should not come as a surprise. In addition 
to reinforcing the fact that gender 
inequalities may not be correlated to income 
levels in any predictable manner, it also 
points to the anti-female bias and systematic 
deprivation of women in these two states, 
a phenomenon that has been well 


Tails 7: Human Dbvslopmsnt Index rat Indian Statu, 1991-92 




(o 

<2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1 Andhra 
Pradesh 

60.3 

40.1 

1,227 

1,227 

0.59 

0.40 

0.21 

0.400 

-5 

2 Assam 

54.3 

49.4 

932 

932 

0.49 

0.49 

0.16 

0.379 

1 

3 Bihar 

59.4 

38.7 

640 

640 

0.57 

0.39 

0.10 

0.354 

2 

4 Gujarat 

60.2 

56.7 

1.416 

1,416 

0.59 

0.57 

0.25 

0.467 

-1 

5 Haryana 

62.8 

49.9 ‘ 

1,915 

1,915 

0.63 

0.50 

0.34 

0.489 

-2 

6 Himachal 
Pradesh 

64.0 

50.9 

1,180 

1,180 

0.65 

0.51 

0.20 

0.454 

1 

7 Karnataka 

61.8 

52.2 

' 1,224 

1,224 

0.61 

0.52 

0.21 

0.448 

-2 

8 Kerala 

71.6 

86.0 

1,017 

1,017 

0.78 

0.86 

0.17 

0.603 

9 

9 Madhya 
Pradesh 

53.8 

41.8 

898 

898 

0.48 

0.42 

0.15 

0.349 

-2 

10 Maharashtra 

63.9 

60.3 

1,802 

1,802 

0.65 

0.60 

0.32 

0.523 

0 

11 Orissa 

55.4 

46.4 

896 

896 

0.51 

0.46 

0.15 

0.373 

2 

12 Punjab 

66.4 

51.8 

2,124 

2,124 

0.69 

0.52 

0.38 

0.529 

-I 

13 Rajasthan 

57.7 

36.1 

961 

961 

0.55 

0.36 . 

0.16 

0.356 

-2 

14 Tamil Nadu 

62.1 

50.6 

1,119 

1,119 

0.62 

0.51 

0.19 

0438 

0 

15 Uttar * 
Pradesh 

55.8 

38.4 

884 

884 

0.51 

0.38 

0.15 

0.348 

-1 

(6 West Bengal 

61.2 

57.1 

1,186 

1,186 

0.60 

0.57 

0.20 

0.459 

1 

India 

59.2 

48.7 

1,230 

1.230 

0.57 

0.49 

0.21 

0.423 



Note: In calculating the educational anoinment index, UNDP (1995) gives a weightage of two-thirds 
to adult literacy rates and one-third to combined first-, second-, and third-level gross enrolment 
ratios. In the above calculation of HDI for Indian states, enrolment ratios have not been 
included; and adult literacy rate is given the full weightage. See text for a more detailed 
discussion. 

Source: See Table 1. 


Table 8: The GDI and HDI for Indian States 


Population 

> I 



Per Cent Fer 
1991 

a 

2 

3 

£ 

The Equally 
Index of Life 

1 Andhra 
Pradesh 

0.493 

0.507 

0.59 

2 Assam 

0.480 

0.520 

0.49 

3 Bihar 

0.477 

0.523 

0.57 

4 Gujarat 

0.483 

0.517 

0.59 

5 Haryana 

0.464 

0.536 

0.63 

6 Himachal 
Pradesh 

0.494 

0.506 

0.65 

7 Karnataka 

0.490 

0.510 

0.61 

8 Kerala 

0.509 

0.491 

0.78 

9 Madhya 
Pradesh 

0.482 

0.518 

0.48 

10 Maharashtra 0.483 

0.517 

0.65 

11 Orissa 

0.493 

0.507 

0.50 

12 Punjab 

0.469 

0.531 

0.69 

13 Rajasthan 

0.476 

0.524 

0.54 

14 Tamil Nadu 

0.493 

0.507 

0.62 

15 Uttar 
Pradesh 

0 468 

0.532 

0.51 

16 West Bengal 0.465 

0.535 

0.60 

India 

0.481 

0.519 

0.57 



0.36 

0.17 

0.44 

0.11 

0.28 

0.07 

0.53 

0.20 

0.39 

0.09 

0.46 

0.19 

0.48 

0.16 

0.86 

0.06 

0.34 

0.11 

0.56 

0.27 

0.40 

0.09 

0.50 

0.08 

0.27 

0.12 

0.46 

0.12 

0.31 

' 0.06 

0.54 

0.05 

0.44 

0.15 



0.371 

0.347 

0.306 

0.437 

0.370 

0.432 

0.417 

0.565 

0.312 

0.492 

0.329 

0.424 

0.309 

0.402 

0.293 

0.399 

0.388 


Source: See Table 1. 



0.400 

0.379 

0.354 

0.467 

0.489 

0.454 

0.448 

0.603 

0.349 

0.523 

0.373 

0.529 

0.356 

0.438 


0.348 

0.459 

0.423 



0.029 7.3 

0.032 8.4 

0.048 13.6 
0.029 6.3 

0.119 24.3 

0.021 4.7 

0.031 6.9 

0.038 6.2 

0.037 10.7 
0.031 6.0 

0.044 11.9 
0.105 19.8 
0.046 13.0 
0.036 8.3 

0.055 15.9 
0.060 13.1 
0.034 8.2 
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documented. That West Bengal should be 
one of the five states with the maximum 
deviation between HDI and GDI may come 
as a surprise and calls for further 
investigation. There are at least two possible 
reasons for this. The first is the low female- 
to-male ratio in the slate. 917 females per 
1,000 males in 1991, which was significantly 
lower than the national average of 927. 
There were only four states out of 16 
(Haryana. Punjab. Uttar Pradesh and Bihar) 
that had a lower female-to-male ratio than 
West Bengal. Another factor contributing 
to West Bengal's low GDI is the extremely 
low value of the equally distributed index 
of income, which is the lowest among the 
16 states. Much ot this is accounted for by 
the very low ratio of female-to-male average 
wage, especially in the non-agricultural 
sector. To the extent that the low value of 
the equally distributed index of income has 
been caused by a smaller proportion of 
women being able to move into non-lradi- 
lional, non-agricultural occupations, it does 
reflect the unequal opportunities for women 
mwj-vi.v men. Both these however need to 
he explored and examined in greater detail. 

V 

Concluding Remarks 

It is true that the HDI and therefore the 
GDI does not capture all dimensions of 


human development and gender inequality. 
However, to the extent that these focus on 
three of the most basic capabilities, there 
is merit in using these indices to see how 
different states are performing. That there 
are only 13 countries in the world that have 
a lower value of GDI than Bihar (GDI 
value of 0.306) and Uttar Pradesh (GDI 
value of 0.293) points to the serious 
problem of human development that the 
country faces. Along with Rajasthan (GDI 
value of 0.309) and Madhya Pradesh (GDI 
value of 0.312), these four states account 
for 336 million people, or close to 40 per 
cent of the country’s population. Such low 
values of GDI retlect not only the extremely 
low levels of average achievements in 
human capabilities but also the serious 
problem of gender inequality in these 
states. India faces a dual challenge of 
ensuring participatory development and 
reducing gender inequalities. Only if these 
challcnges.are successfully met can eco¬ 
nomic progress and human development 
be sustained. 

Notes 

fl ain most graietul lo T N Knshnun and V K 
Kamachandran for very useful comments and 
suggestions.) 

I Technical Note 1 in HDR 1995 called 
Computing Gender-Equity-Sensitive 


Indicators', i* based on Afuml and Sen (1995). 
a background paper prepared for HDR 1995 

2 The value of GDI, according to HDR 1995, 
works out to 0.401. slightly higher than the 
estimate provided in this paper. India's rank 
in the world, however, remains (he same. 
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NIRMITHI NATIONAL INSTITUTE OF HABITAT MANAGEMENT (NIHAM) 

TRIVANDRUM 

REQUIRES FACULTY 

The Institute 

The Nirmithi National Institute of Habitat Management is an Institute of excellence, being set up by the Kerala 
State Nirmithi Kendra at the national level for undertaking educational and training programmes, research and 
consulting work in the field of cost effective and environment friendly housing, habitat planning and management. 

Requirements. 

The Institute requires Faculty to strengthen/initiate work in one or more of the following areas. 

Building technology • Light Weight Construction Technology • Material Science • Ecology and Environment • General, 
Functional and Project Management * Entrepreneurship • Computer and Information System * Housing Finance 
• Land and Housing Policies •• Landscape Architecture • Habitat Planning and Management • Written Analysis 
and Communication. 

Positions 

Positions of Professor/Reader/Lecturer at compensations comparable to revised UGC scales. 

Qualifications 

Doctorate/Masters degree in engineer ng/technology/architecture/management/habitat and regional planning/ 
environmental management/economics and social sciences with research and published outputs and teaching/ 
research/professional experience in relevant fields for about 10 years for the post of Professors, 5 years for 
Readers and 2 years for Lecturers. Length of work experience relaxable in case of candidates with outstanding 
academic records. 

Applications 

Applications marked ‘Confidential* with detailed bio-data stating qualifications, experience, present scale of 
pay and total emoluments, position and salary expected, the names of 3 referees and copies of three best 
publications should reach the Director, Nirmithi National Institute of Habitat Management, P.T.P Nagar. 
Trivandrum 695 038 within 3 weeks from the date of this advertisement. 
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Nutritional Status of Slum Children of Mumbai 

A Socio-Economic Survey 

S Geetha 

Madhura Swaminathan 

A survey, based on anthropometric indicators, of children aged five and below revealed high prevalence of under¬ 
nutrition, especially among girls, underlining the lack of adequate civic amenities in the slum communities of Mumbai. 


IN June 1993, the authors and a group of 
students conducted a sample survey of 
households in a slum settlement beside the 
Indira Gandhi Institute of Development 
Research in Goregaon, Mumbai. As part of 
this socio-economic survey of households, 
we collected anthropometric data on all 
children in the surveyed households who 
were five years of age or below. These 
anthropometric data included information 
on the height, weight and midarm 
circumference of each child. In this paper, 
we present a brief account of the socio¬ 
economic characteristics of households in 
the surveyed settlement, and attempt to 
identify the prevalence of undernuirition 
among children using the available 
anthropometric data. 

Socio-Economic Characteristics 

The number of households in the settlement 
was approximately 5,500 and the sample 
covered about 10 per cent of households in 
the settlement. The area that we surveyed 
is an area where the Mumbai Municipal 
Corporation (BMC) had begun a major slum 
resettlement project, known as Dindoshi 
Vasahat, in 1986. The 540 households in the 
sample were chosen by a systematic stratified 
sampling procedure.' Respondents from the 
BMC settlement (320 households) accounted 
for 60 per cent of total households surveyed; 
the remaining 40 per cent of surveyed 
households lived on privately-owned land. 
The majority of households in the BMC 
settlement had ownership rights for the 
10 x 15 feet plot of land on which they had 
built their homes, in the non-BMC area also, 
the majority of households owned the plot 
on which they resided but the plinth area was 
not uniform across households. The majority 
of houses were single-roomed structures, 
with walls and floors made of cement and 
roofs of asbestos. The majority of households 
in this location, unlike in many other parts 
of the city, had legally recognised rights to 
housing. However, the basic amenities 
available to them were grossly inadequate. 
Only eight households had their own toilets; 
69 per cent of households said that they used 
public toilets and 26 per cent said they used 
open areas for defecation. As part of the 
resettlement scheme, the BMC laid out water 
pipes in the area. Today, while all households 
id the BMC area use municipal water, only 


60 per cent have piped water in their homes. 
Of those living on non-BMC land, 35 per 
cent rel ied on non-municipal sources of water 
such as private wells and borewells. Water 
samples taken from two wells in the non- 
BMC area were found to have high levels 
of bacterial contamination, and were not 
potable. Facilities for garbage disposal were 
minimal; most households dumped waste in 
the open streets and gutters, some used the 
dumping area that was cleared occasionally 
by the BMC. 2 

Table 1 classifies households by the state 
in which the head of each household was 
born; the states of origin of more than 85 
per cent were Maharashtra, Uttar Pradesh 
and Tamil Nadu. The sample included people 
born in 12 states of India and speakers of 
18 languages. In terms of religious 
background, 86 percent of households were 
classified as Hindus and 11 per cent as 
Muslims. When heads ol households were 
asked about migration, 46 per cent reported 
lhat they were born in the city or migrated 
before 1970, 28 per cent said they migrated 
to the city during the 1980s and another 26 
percent said they migrated during the 1970s. 

The population of persons; in 540 sample 
households was 2,532. On an average, there 
were 4.7 persons in a household. The age 
and sex distribution of all persons, reported 
in Table 2, shows that the population was 
heavily weighted towards the young, with 
38 per cent falling below the age of 15. By 
contrast, only 2 per cent of persons were 60 
years of age or older. 1 Among persons above 
the age of six, 84.5 per cent of males and 
63.6 per cent of females were literate. By 
way of comparison, literacy rates in the city 
of Mumbai, at the census of 1991, were 87.8 
per cent for males and 75.7 per cent for 
females. More information on the level of 
education attainment is shown in Table 3. 
A notable feature of the data is that among 
men aged 20 to 50,38 men had undergraduate 
degrees and another nine had post-graduate, 
technical or professional qualifications. 

Table 4 has data on monthly incomes of 
households for the month before the survey. 
Household incomes ranged from 0 to 
Rs 11,000 and the mean monthly income 
across sample households was Rs 1.954. 
Around 61 per cent of households reported 
an income less than Rs 2,000 a month. 
Another 33 per cent received an income 


between Rs 2,000 and Rs 4,000 and only 
6 per cent reported incomes above Rs 4.0(H) 
a month. In the four households that reported 
zero incomes, no person was employed 
during the previous month. The distribution 
of households by per capita monthly income 
is shown in Table 5. About 34 per cent of 
households had a per capita monthly income 
of less than Rs 300. The Planning C’om- 
mission’sexpenditure poverty line lor urban 
India corresponds to approximately Rs 3(X) 
fier capita per month at 1992-93 prices. 

Each household was also asked about the 
ownership of physical movable assets and 
these data on asset ownership were tabula¬ 
ted (Table 6). It is evident that most house¬ 
holds owned a limited number ot assets, the 
only assets that were owned by a majority 
were clocks, fans and cots Further, we created 
certain broad asset categoncs and then 
grouped households according to the types 
of assets that they owned (Table 1 ). This 
table should be read as follows: 5.4 per cent 
of households owned either a refrigerator, 
a colour television or a motorbike; among 
the remaining households, 35.9 per cent 
owned either a moped or a black and white 
television oi a sewing machine and so on. 
Finally, 6.3 per cent oi households owned 
none of the listed assets. 

Of the total persons in the sample, 130 
females and 694 males were members oi the 
labour force. Persons in the workfoicc have 
been classified according to (he census 


Tabi.f 1. DisiRIBIuion orS amwi Housuiolias 
by Staii of Origin 


State of Origin 

Number 

Percentage 

Maharashtra 

286 

53 0 

Uttar Pradesh 

120 

22.2 

Tamil Nadu 

55 

10 2 

Gujarat 

20 

3 7 

Karnataka 

17 

3.2 

Andhra Pradesh 

12 

2 2 

Kerala 

8 

1.5 

Goa 

5 

0 9 

West Bengal 

4 

0 7 

Rajasthan 

3 

0.5 

Bihar 

3 

0.5 

Himachal Pradesh 

2 

0 4 

Assam 

1 

0.2 

Jammu and Kashmir 

1 

0.2 

Orissa 

’ 1 

0 2 

No Response 

2 

0.4 

Total 

540 

100 
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occupational categories and the distribution 
of persons in these occupational categories 
is shown in Table 8. Among male workers. 
27 per cent were genera) production-related 
labourers, 10 per cent were transport workers 
and around 9 per cent worked in wood, 
leather, rubber, plastic and paper-related 
activities. Among women, however, the 
largest proportion of workers were in the 
services category and worked mainly as 
‘maids, sweepers and cleaners*. Around 73 
per cent of the workers in the sample were 
wage-earners and the rest were self-employed 
persons. The majority of wage earners (about 
60 per cent) were employed on temporary 
contracts. Among male workers, around one- 
fourth reported a monthly eummg of Rs 
1,000 or less and only seven workers (1 per 
cent) reported earning more than Rs 5,000. 
Not surprisingly, women workers were 
concentrated in the lower earnings categories: 
85 per cent of women workers earned less 
than Rs 1,000 a month. The level of earnings 
tended to increase with levels of educational 
attainment 4 


on anthropometric data: 

(i) Weight-for-age: A child of a given age 
(in months) and sex is said to be moder¬ 
ately undernourished when his or her 
weight (in kgs) falls below two standard 
deviations of the median in the refeience 
population, and sevcrel) undernourished, 
when his or her weight falls below three 
standard deviations of the median. 

(ii) Height-for-age:Similarly,moderateand 
severe undernutrition can he ascertained 
for a child of a given age and sex by 
comparing the recorded observation on 
height (m ems) with that of the median 
for the reference population. 

(in) Weight-for-height: Gender-specific and 
age-independent norms are available on 
median weights for given heights. If the 
recorded weight for a given height is 
less than two standard deviations (or 80 
per cent) ot the median weight value of 
the reference population, the child is 
identified as moderately undernourished. 
Note that a child classified as under- 
noun shed using both weight-lor-age and 


height-for-age indices may not be 
classified as undernourished in terms of 
the weight-tor-hcighi indicator due to 
the process of 'adaptation' | Sec Gopalan 
and Chatlerjcc 1989). 

The thiee indices defined above capture 
different aspects of under nutrition Low 


Tahi.f4 Distribution o) Houo no* ns hv 
Monti ii y Household Inluml 


Income 

No of 

Households 

Percentage 

0 

4 

0 8 

> 0 but < 500 

12 

2 * 

500 . I00U 

63 

120 

1000- 1500 

127 

24.2 

1500 - 2000 

113 

21 5 

2000 - 2500 

74 

14 1 

2500 - 3000 

5! 

97 

3000 - 4000 

50 

95 

40(X) - 7000 

28 

54 

7000 - 11000 

3 

06 

Total 

525 

MX) 


Note: Information on income was incomplete in 
the case of 15 households. 


Nutritional Siaius or Children 

Among the sample households, there were 
a total of 358 children aged five years and 
less, of w hom 176 were boys and 182 were 
girls. For various reasons, anthropometric 
mfomiation could not be obtained for 39 
children (20 boys and 19 girls). The analysis 
in this paper is therefore restricted to a 
sample of 319 children, whose age 
distribution is shown in Table 9. 5 The age 
data are reported in months and arc quite 
reliable. Unlike in rural surveys, we were 
able to get the exact date of birth from almost 
all our respondents. As these data are from 
a general household survey, each age group 
was not represented in equal numbers in the 
sample. 6 

Measurement of Undernutrition: There 
are two approaches commonly used to 
assess the nutritional status of children: one 
based on food intake and another based on 
anthropometric measurements. In both 
approaches, an important and much-debated 
issue concerns the norm or reference stan¬ 
dard of nutritional status. 7 Specifically, two 
questions that have been debated are 
whether ideal norms or standards exist 
and, if so, at what level they should be 
fixed." In this paper, we have chosen fixed 
international norms based on a healthy 
population, as recommended by the World 
Health Organisation (WHO), as reference 
standards. 4 The main justification for this 
choice, following Gopalan (1992), is that 
genetic potential does not seem to vary 
much across countries and when actual 
measurements are below genetic potential, 
there are likely to be costs attached to this 
‘adaptation’. 

The following are the commonly used, 
indicators of undemutrilion that are based 


Tabu 2 Distribution or Persons in Sample Households b> Am. and Sex 


Age (Years) 

Male 



Female 


All Persons 



0-5 

176 


[49 3J 

182 

[50 4] 

358 


[I00J 


(13.0) 



(15 6) 


(142) 



6- 10 

161 


|53 1) 

142 

[46 9] 

303 


[100] 


(11.8) 



(12 1) 


(12 0) 



10-15 

163 


152 6] 

147 

147 41 

310 


(100] 


(12.0) 



(126) 


(122) 



15-20 

129 


[57.6] 

95 

[42 4) 

224 


1100] 


(9.5) 



(8.1) 


(8.9) 



20-30 

278 


[49 6J 

282 

[50 4 j 

560 


1100] 


(20 4) 



(24 1) 


<22 1) 



30-40 

245 


[55.3] 

198 

(44.7) 

44 * 


[1001 


< 1H 0) 



(169) 


(175) 



40-50 

126 


164 3] 

70 

135 7} 

196 


[IO0J 


(9 2) 



(6.0) 


(7.7) 



50-60 

44 


[57 9[ 

32 

142 IJ 

76 


(1001 


(3.2) 



(2 7) 


( 3 ()i 



60-70 

26 


172.2] 

10 

[27 8] 

36 


1100) 


(1 9) 



(0 9) 


() 4) 



70 and abmc 

11 


|6K.8j 

5 

PI 21 

16 


|I00] 


(0 8) 



(0 4) 


(0 6) 



No response 

3 


[30 01 

7 

[70 0] 

10 


1100] 


(0 2) 



(0 6) 


(0 4) 



All 

1362 


[5T8] 

1170 

[46 2] 

2.532 


[100] 


(100) 



(100) 


(100) 



Note. Agewi.se 

percentages in round brackets, scxwise percentages in square brackets 



Tabu 3 Distribution of Persons b\ 

Level of Elm cationai, Ari ainmfm amj Am 





Male 



Female 



Age tYears) 

P 

S 

C 

NR 

P 

S 

C 

NR 

7-15 

225 

30 

0 

1 

192 

20 

0 

0 

15-20 

47 

66 

0 

0 

39 

40 

1 

0 

20-30 

55 

158 

26 

2 

78 

87 

4 

1 

30-50 

108 

IM 

21 

10 

83 

36 

1 

4 

50+ 

32 

20 

1 

1 

7 

1 

O 

1 

NR 

0 

1 

0 



- 


- 

All 

467 

428 

48 

16 

399 

184 

6 

6 


AWv; P: Primary (Standard I to 7); 

S Secondary (Standard 8-12). 

C. College .Undergraduate. Postgraduate. Professional. Technical Training and Diplomas), 
and 

NR. No response. 

(This table does not include persons reported as illiterate). 
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height-for-age can be taken as an indi¬ 
cator of poor environmental and social 
conditions and includes the effects of 
undernourishment since birth or even 
before birth. On the other hand, low 
weight-for-height is a measure of current 


Table 5: Distribution of Households by 
Per Capita Monthly Income 


Income (Rs) 

No of 
Households 

Percentage 

0 

4 

0.8 

> 0 but < 100 

6 

1.1 

100 - 200 

76 

14.5 

200 - 300 

93 

17.7 

300 - 400 

84 

16.1 

400 - 600 

130 

24.8 

600 - 800 

61 

11.6 

800 - 1000 

24 

4.6 

1000- 1300 

26 

5.0 

1300 - 1600 

10 

l 9 

1600-2000 

3 

0.6 

2000-2500 

4 

0.8 

2500 - 3000 

2 

0.4 

3000 

2 

0.4 

Total 

525 

100 


Note: Information of income was incomplete in 
case of 15 households. 


Table 6: Ownership of Physical Assets by 
Sample Households 


Type of Asset 

No of 

Households 

Percentage 
of All 

Households 

Fan 

371 

68.7 

Cot 

351 

65.0 

Clock 

317 

58.7 

Television, 

Black/White 

192 

35.5 

Chair 

183 

33.8 

Pressure Cooker 

179 

33.1 

Table 

120 

22.2 

Radio 

116 

21.5 

Tape Recorder 

115 

21.3 

Mixer/Gnnder 

73 

13.5 

Cycle 

71 

13.1 

Cupboard 

70 

12.9 

Sewing Machine 

40 

7.4 

Refrigerator 

17 

3.1 

Television, Colour 

15 

2.8 

Motor Bike 

11 

2.0 

Moped 

4 

0.7 


Table 7 An Asset-Based Classification 
of Households 


Household Owning 
at Least 

Number of 
Households 

Percentage 

* 

Fridge/colour 



TV/inotor bike 

29 

5.4 

Moped/black and 
white TV/sewing 
machine 

194 

35.9 

Rudio/cycle/tape 
recorder/food mixer 

106 

19.6 

Fan/pressure cooker/ 
cupboard 

118 

21.9 

Clock/chair/table/cot 

59 

10.9 

None of the above 

34 

6.3 

Total 

540 

100 


nutri-tional and health status. The indi¬ 
cator based on weight-for-age reflects 
both long-term undemutrition as well as 
short-term or current undemutrition. 10 
(iv) Midarm circumference (MAC): If the 
MAC of a child (boy or girl) is less than 
12.5 ems, then the child is said to be 
severely undernourished and when the 
MAC is between 12.5 and 13.5 ems, the 
child is said to be moderately under¬ 
nourished [WHO 1981 a]. This indicator 
can only be used for children between 
the ages of 1 and 5. 11 

In this paper, we have chosen two of these 
indicators, namely, the weight-for-age 
indicator and the MAC indicator to identify 
the extent of undernourishment among boys 
a and girls in the surveyed households. Weight- 
for-age was selected because it is one of the 
most commonly used indicators of under¬ 
nutrition. Data on weight are more easily 
collected and do not suffer to the same 
degree from the measurement problems 
associated with data on height. In addition, 
wc had accurate data on the dates of birth 
of children. The MAC indicator was used 
as it is recognised to be a quick and easy 
way of identifying the current nutritional 
status of achild. Summary statistics on weight 
and midarm circumference are reported in 
Tables 10 and 11. 

Incidence of Undernutrition: On the basis 
of the weight-for-age indicator, 27.6 per 
cent of boys in our sample were severely 
undernourished and another 33.3 per cent 
were moderately undernourished (sec 
Table 12). In total, 60.9 per cent of boys 


were undernourished. The incidence of 
undernutrition among girls, shown in 
Table 13, was even higher. More than 72 
per cent of girls in the sample were under¬ 
nourished, with 34 per cent being severely 
undernourished. Combining all age groups, 
gender differences in the incidence of 
undemutrition were found to be statistically 
significant. 13 

Of all the children in our sample. 66.7 per 
cent were undernourished. This figure is 
close to findings of other slum surveys. In 
a survey of children in a slum in Worli, 
conducted in 1980, Patel and Udani (1980), 
found that 64.2 per cent of children were 
undernourished. In a recent survey of 2,000 
children in a slum in Andheri in north-west 
Mumbai, 63 per cent were undernourished 
[SNDT1994, personal communication]. For 
urban Maharashtra, according to data from 
the National Family Health Survey , con- 


Tarle 9. Distribution of Children by 
Age and St.x 


Age of Child 
(In Months) 

Boys 

Girls 

All 

0-6 

21 

15 

36 

7-12 

23 

13 

36 

13-18 

13 

14 

27 

19-24 

14 

20 

34 

25-30 

11 

10 

21 

31-36 

22 

30 

52 

37-42 

3 

11 

14 

43-48 

32 

27 

59 

49-54 

7 

10 

17 

55-60 

10 

13 

23 

All 

156 

163 

319 


Table 8. Distribution of Workers Among Sample Households by Occupation 


Occupational Category 

Male 

Per Cent 

Female 

Per Cent 

Persons 

Pet Cent 

Professional, technical and 
related workers 

8 

1.1 

9 

6.9 

17 

2.1 

Administrative and managerial 
workers 

11 

1 6 

1 

0.8 

12 

1.5 

Clerical and related workers 

64 

9.2 

4 

3.1 

68 

8.3 

Sales workers: 

Merchants and shopkeepers 

33 

4.8 

3 

2.3 

36 

4.4 

Sales workers, shop assistance 
and related workers 

40 

5.8 

3 

2.3 

43 

5.2 

Service workers: 
Housekeepers,cooks, waiters 
und related workers 

18 

2.6 

2 

1.6 

* 

20 

24 

Maids, sweepers and cleaners 

24 

3.5 

42 

32.3 

66 

8.0 

Launderers, barbers, protective 
service and other service workers 

67 

9.7 

10 

7.7 

77 

9.3 

Farm workers and related workers 

10 

1.4 

I 

0.8 

11 

1.3 

Production and related workers: 
Spinners, weavers, tailors and 
related workers 

39 

5.6 

12 

9.2 

51 

6.2 

Wood, leather, rubber, plastic and 
paper related workers 

60 

8.6 

1 

0.7 

61 

7.4 

Transport workers 

71 

10.2 

0 

0.0 

71 

8.6 

Construction workers 

39 

5.6 

11 

8.5 

50 

6 1 

Other labourers 

188 

27.1 

25 

19.2 

213 

25.8 

No response 

22 

3.2 

6 

4.6 

28 

3.4 

Total 

694 

100 

130 

100 

824 

100 


Notes: We have used the census classification of occupations. 

The women categorised as 'professional’ workers were mainly school teachers. 
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ducted in 1992-93, S1.3 per cent of boys and 
54 per cent of girls were undernourished 
[Kanitkar et al 1994].” 

The MAC indicator shows that 19.8 per 
cent of beys and 36.8 per cent of girls were 
severely undernourished and another 25.2 
per cent of boys and 33.1 per cent of girls 
were moderately undernourished (Tables 14 
and 15). Note that the mean value of MAC 
among girls was lower than the norm of 13.5 
ems and for boys the mean value was just 
above the norm. Again, combining all age 
groups, thegenderdi(Terence in the incidence 
of undemutrition was large and statistically 
significant. 

To conclude, we estimated the incidence 
of undemutrition among children in our 
sample of households using two indicators 
based on anthropometric data (the findings 
are summarised in Table 16). Both indica¬ 
tors reveal that a high proportion of children 
in the sample, particularly girls, were under¬ 
nourished. 14 

In this paper, we reported some findings 
of a socio-economic survey of households 
in a large slum settlement in Goregaon. 
Mumbai, conducted in June 1993. A section 
of the area that was surveyed comprises a 
‘model’ BMC resettlement. A large majority 
of sample households had permanent rights 
to land, and had constructed solid struc¬ 
tures. The basic amenities in the area, how¬ 
ever, were pitifully inadequate. The slum 
was populated mainly by people from 
Maharashtra, Uttar Pradesh and Tamil Nadu. 
The monthly income of households in the 
sample averaged Rs 1,954 and over one- 
third of all households had a low per capita 
income, ofless than Rs 300 a month. Informa¬ 
tion on physical assets indicated that most 
households possessed a limited number of 
assets. Male workers in the surveyed house¬ 
holds were predominantly general produc¬ 
tion-related workers whereas female workers 
were engaged mainly in low-income service 
occupations. 

Using anthropometric data on children 
aged five and below belonging to (he surve¬ 
yed households, wc attempted to identify the 
prevalence of undemutrition. The two indica¬ 
tors of nutritional status selected were the 
weight-for-age and midarm circumference 
indicators. International reference standards 
were used as norms to identify the incidence 
and degree of undemutrition. Using the 
weight-for-age indicator, one of the most 
commonly used indicators, 60.9 per cent of 
boys and 72.2 per cent of girls among the 
surveyed households were found to be 
undernourished. The incidence of under- 
nutrition in our sample was higher than the 
average for urban Maharashtra, reported in 
the recent National Family Health Survey. 
The incidence of undemutrition was signi¬ 
ficantly higher among girls than among boys 
using the weight-for-age and midarm 
circumference indicators. 


In conclusion, an appallingly high propor¬ 
tion of children, especially girls, in the slum 
community that wc surveyed were undernou¬ 


rished. Systematic public action is required 
to improve the nutritional status of children 
in this settlement as in other urban slums. 


Table 10: Summary Statistics on Weight by Age. Boys and Girls 


Age 



Boys 





Girls 



(In Months) N 

AM 

SD 

Min 

Max 

CV 

N 

AM 

SD 

Min 

Max 

CV 

0-6 

21 

5.2 

1.3 

3.0 

8.0 

0.25 

15 

4.5 

1.5 

2.0 

7.0 

0.33 

7-12 

23 

69 

1.6 

4.5 

10.0 

0 23 

13 

5.6 

1 4 

3.5 

8.5 

(125 

13-18 

13 

74 

1.4 

5 0 

10 0 

0.19 

14 

7.1 

1.0 

6.0 

9.0 

0.14 

19-24 

14 

9 9 

1.7 

7.0 

13.0 

0.17 

19 

9.2 

2.1 

5.0 

13 0 

0.23 

25-30 

11 

10.2 

1.6 

7.5 

13.0 

0 16 

10 

8.5 

1.6 

6.0 

12.0 

0.19 

31-36 

22 

11.0 

I 7 

7.0 

15.0 

0.15 

30 

10.0 

1.6 

7.0 

15.0 

0.16 

37-42 

3 

12.2 

3 2 

9.0 

15.5 

0.26 

11 

106 

1 3 

8.0 

13.0 

0.12 

43-48 

32 

11.6 

1.7 

7.0 

16.0 

0 15 

27 

11.5 

1.8 

8.0 

16.0 

016 

49-54 

7 

13.4 

1.6 

11.5 

16.0 

0.12 

10 

12.5 

1.5 

10 0 

14 5 

0.12 

55 -60 

10 

14.1 

2.2 

11.0 

19.5 

0.16 

13 

12.9 

1 4 

1! 0 

15 0 

on 

All 

156 

9.6 

3.2 

3,0 

19.5 

0.33 

162 

94 

3.0 

2 0 

16 0 

0 32 

Notes . 

Weight is measured in kgs. 










N‘ Number of observations. AM 

Arithmetic Mean, SD' Standard Deviation: Mm. Minimum 


value, Max, 

, Maximum value. CV: Coefficient of Variation. 






Tabu. 11 . Summary Statistics us Midarm Circumferences. Boys and Girls 


Age 



Boys 





Girls 



(In Months) N 

AM 

St). 

Min 

Max 

CV 

N 

AM 

SD 

Min 

Max 

CV 

mu 

n 

13./ 

2 3 

10.0 

18 0 

0 17 

13 

12.0 

26 

7 5 

170 

0.22 

19-24 

14 

13 5 

1 8 

9.5 

17.0 

0 13 

20 

12.4 

2.0 

6 5 

16 0 

0 16 

25-30 

II 

12.6 

2 5 

7.5 

16.5 

0.20 

10 

124 

2.1 

9 0 

15 0 

0 17 

31 - 3f> 

22 

14.0 

1.5 

10.0 

17.0 

0.11 

29 

12.2 

1 8 

9.0 

18 0 

0.15 

37-42 

3 

13.7 

1.5 

12.0 

15 0 

0.11 

11 

14.0 

2.0 

11 .0 

16.5 

0 14 

43-48 

31 

13.6 

1.8 

10.0 

18.0 

0 13 

27 

13 2 

1.7 

10 0 

18 0 

0.13 

49-54 

7 

14.9 

1.5 

12.5 

17.0 

0 10 

10 

13 4 

1 7 

10 0 

15 2 

0.13 

55-60 

10 

136 

1.8 

12 0 

18 0 

0 13 

13 

12 9 

19 

11.0 

18 0 

0 15 

All 

Ml 

13 7 

1 9 

7 5 

180 

0 14 

m 

12.7 

2 0 

65 

18,0 

0 16 


Nines Midarm circumference is measured in Cms. 


N Number of observations; AM: Anihmctic Mean. SO Standard Deviation, Min Minimum 
value. Max Maximum value; CV: Coefficient of Vaitation 


Tabif 12. Extent of Undernutrition Using Weight for Age Indicator. Boys 


Age 

(in Months) 

Normal 

Undernourishment 

Moderate Severe 

All 

0-6 

II 

9 

1 

2! 

7-12 

8 

3 

12 

23 

13-18 

2 

5 

6 

13 

19-24 

7 

4 

3 

14 

25-30 

4 

4 

3 

11 

31-36 

10 

8 

4 

22 

37-42 

2 

0 

1 

3 

43-48 

10 

10 

12 

32 

49-54 

4 

3 

0 

7 

55-60 

3 

6 

1 

10 

All ages 

61 

52 

43 

156 

(Percentages) 

(39.1) 

(33 3) 

(27 6) 

(100) 


Table 13: Extent of Undernutrition Using Weight for Age Indicator. Girls 


Age 

(In Months) 


Nonnal 

Undernourishment 

Moderate Severe 

All 

0-6 


7 

4 

4 

15 

7-12 


2 

7 

4 

13 

13-18 


2 

9 

3 

14 

19-24 


10 

6 

3 

19 

25-30 


1 

5 

4 

10 

31-36 

. 

7 

14 

9 

10 

37-42 


I 

3 

7 

11 

43-48 


5 

8 

14 

27 

49-54 


5 

2 

3 

10 

55-60 


5 

4 

4 

13 

All ages 


45 

62 

55 

162 

(Percentages) 


(27.8) 

(38.2) 

(34.0) 

(100) 
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Notes 

[We are grateful to Subhajit Bhattacharya and 
Anamitra Saha for assisting with the statistical 
analysis; we thank V K Ramachandran for his 
detailed comments and participants at a seminar 
at the 1GIDR for then suggestions. T S Ananthi 
helped type the tables.] 

1 The slum settlement comprises several blocks 
(from A to M) m the BMC area and three 
major ‘nagars‘ (Santosh nagar. Jaibhim nagar 
and Shrcc Krishna nagar) in the non-BMC 
privately-owned area The area is part of the 
P north ward of the Mumbai Municipal 
Corporation. The stratification was based on 
these sub-locations. In each sub-location, after 
a random start, every 10th household was 
selected. We ensured full coverage of the area 
and non-overlapping of samples. 

2 It is not surprising that in 46 per cent of the 
households surveyed, at least one member 
was ill during the 30 days prior to the survey. 

3 At (he census of 1981, of the total population 
in Maharashtra, 38.3 per cent were below the 


age of 15. 55.4 per cent were aged 15 to 59 
and 6.3 per cent were aged 60 or above. 

4 For example, among workers with no formal 
education, earnings averaged Rs 998 a month 
as compared to Rs 1,680 among workers with 
secondary school education. 

5 The age intervals used to group children are 
based on the interval lengths suggested by 
Waicrlow et al (1977). 

6 Studies undertaken for the purpose of 
generating reference standards or projections 
fora population usually have an equal number 
of children in each age group [see. e g Rat) 
et al 19761. 

7 A reference standard can be defined as “that 
coveted nutritional status in which a person 
suffers from no disability in any of his 
nutrition-related functions (such as 
immunological competence, physical work 
capacity, cognitive function, reproductive 
capacity w etc)" [Osmani 1992b). 

8 For a detailed discussion of these issues in 
measurement of undemutrition, see papers in 
Osmani (1992a). 

9 Month-wise reference values (median, 


Table 14. Extent of Undernutrition Using Midarm Circumference Indicator (MAC). Bovs 


Age 

(In Months) 

Normal 
MAC 2 13.5 

Undernourishment 

Moderate Severe 

12.5 $ MAC < 13.5 MAC < 12.5 

All 

13-18 

6 

4 

3 

13 

19-24 

6 

6 

2 

14 

25-30 

5 

0 

6 

11 

31-36 

15 

5 

2 

22 

37-42 

2 

0 

1 

3 

43-48 

17 

7 

7 

31 

49-54 

6 

1 

0 

7 

55-60 

4 

5 

I 

10 

All ages 

61 

28 

22 

111 

(Percentages) 

(55.0) 

(25.2) 

(19.8) 

(100) 


Table 15: Extent of Undernutrition Using Midarm Circumference Indicator (MAC), Girls 


Age 

(In Months) 

Normal 
MAC £ 13.5 

Undernourishment 

Moderate Severe 

12.5 S MAC < 13 5 MAC < 12.5 

AH 

13-18 

2 

4 

7 

13 

19-24 

4 

8 

8 

20 

25-30 

4 

1 

5 

10 

31-36 

4 

11 

14 

29 

.37-42 

6 

3 

2 

11 

4.3-48 

11 

11 

5 

27 

49-54 

4 

4 

2 

10 

55-60 

5 

2 

6 

13 

All ages 

40 

44 

49 

133 

(Percentages) 

(30.1) 

(33.1) 

(36.8) 

(100) 


Tabu- 16: Incidence of Undernutrition. A Summary 


Indicator 

Cut-off 

Age 

Group 

(Years) 

Percentage 
of Sample 
Undemounshed 
Boys Girls 

Whether Gender 
Difference Is 
Significant (at 

5 Per Cent Level) 

1 Long-term and current 
nutritional status 
Weighr-for-age 

2 SD of WHO 

0-5 

60 9 

72.2 

Yes 

reference 

1-5 

62.5 

73.1 

Yes 

11 Current nutritional status 
Midarm circumference 

< 13.5 ems 

1-5 

45.0 

69.9 

Yes 


mcdian-2SD) on weight-for-uge and height- 
for-age are given in WHO (1981b). 
Information on median-3SD was obtained 
from WHO (1978). 

10 See the discussion in WHO (1981b). 

11 Infants up to one year are usually excluded 
os babies have quite a lot of fat under the skin 
of their arms. 

12 The test statistic used was Fisher's exact two- 
tail test (Kendall and Stuart 1979] 

13 This is based on a weight-for-age index with 
a cut-off of two standard deviations of the 
Harvard norm. 

14 We also attempted to identity some of the 
socio-economic factors affecting the incidence 
of undemutrition with the help of association 
and regression analysis [Gcetha and 
Swaminaihun 1995]. As the analysis was 
partial (in that we lacked information on some 
important variables) we have not reported it 
here. 

References 

Gectha, S and Madhura Swanunathan (199S)- 
'Nutritional Status of Children in a Slum 
Community* Findings from a Survey of 
Santosh Nagar. Mumbai', Indira Gandhi 
Institute of Development Research, 
Discussion Paper No 120, March 

Gopulan,C(l992): ‘Undemutmion Measurement 
and Implications' in S K Osmani ted), 
Nutrition and Poverty , Clarendon Press, 
Oxford. 

Gopalan C and M Chaiterjee (1989) 'Use of 
Growth Charts for Promoting Child Nutrition'. 
Nutrition Foundation of India. Special 
Publication Senes 2 

Kanitkar. T. B M Ramesh. I K Ron , F Arnold 
and R D Kettherford (1994) Nat nmol Tanui\ 
Health Survey 1992-93. Mafuua\hrra. 
International lastitutc for Population Sciences. 
Mumbai. 

Kendall. M and A Stuart (1979) The Advatued 
Theory of Statistic i. Charles Giitfm and 
Company, London 

Osmani, S R (ed) (1992a). Nutrition and Pox ert\, 
Clarendon Press, Oxford 

- (1992b): ‘On Some Controversies in the 

Measurement of Undernutrition ’ in S R 
Osmani (ed). Nutrition and Poverty, 
Clarendon Press, Ox lord 

Patel, R B and R H Udant (1980). ‘Impact of 
1CDS on Pre-Schoolers of Urban Slums’ in 
R Punhum and K Mahajan (eds). Research 
on ICDS: An Overview, Vol I. National 
Institute of Public Cooperation and Child 
Development, New Delhi. 

Roo, D H, K Satyanarayana and J G Sastry , 
(1976)* ‘Growth Pattern of WcM-to-Do 
Hyderabad Pre-School Children', Indian 
Journal of Medical Research , 64, 5, May. 

Watcrlow. J C, R Buzina, W Keller, J M Lane 
and M 2 Nichaman (1977): ‘The Presentation 
and Use of Height and Weight Data for 
Comparing the Nutritional Status of Groups 
of Children under the Age of 10 Years’, 
Bulletin of WHO , 53 

World Health Organisation (1978): A Growth 
Chart for International Use in Maternal and 
Child Caret Guidelines for Primary Health 
Care Personnel, Geneva. 

- (1981a)* Guidelines for Training Community 

Health Workers in Nutrition , Geneva. 

- (1981b): Development of indicators for 

Monitoring Progress Towards Health for All 
by the Year 2000, Geneva. 


900 


Economic and Political Weekly •„ April- 



Hegemony and Counter-Hegemony 


Understanding Indian Communism 


Aditya Nigam 

In the contemporary political scenario of sectarian strife and violence in the country t a Left alternative with its pacifist 
appeal seems to be the more desirable one that people could possibly have turned to. Yet barring in a few states, this has 
not happened . Why could not the Communist Party of India in its many incarnations strike roots and grow even as a 
parliamentary , social democratic movement? Specifically, this paper examines the possibilities of a ' hegemonic * 
positional warfare which lay in , and only in , the overall structure of CPI(M) 's discourse and politics. 


I 

IT is the business of social scientists to 
explain not only what happens in history but 
often, what does not happen. By asking the 
question 'why X did not happen’’’, wc arc 
in tact, simultaneously slating that it should 
have happened. Tins 'should' however, needs 
to be aniplitied It does not refc r to any 
normative or moral imperative, but arises 
from an implicit understanding that given 
cciiain conditions. X could have been an 
expected outcome There are. ofcouisc. no 
logical necessities in history, but always a 
range of possibilities immanent many given 
situation, and not all ol them are even 
empirical possibilities. These possibilities 
may or may not materialise, depending upon 
a number ol laclois. While possibilities or 
potentialities arc determined by longer-term 
and decpei loices at work tor instance, 
the dialectic ol productive forces and 
pioduclion relations, the level ol develop¬ 
ment ol class loucs oi structuies ol dum> 
nation, in any given society at any given 
time - the actualisation ot those possibilities 
follows an entirely different logic. Accidents, 
contingencies and. above all. the strategic 
iclations of forces - all fusing mto a given 
conjuncture, play die most crucial ioIo in 
this regard What is of critical unpoitance 
heic is how far the political format ions 
‘representing’ various class forces cor¬ 
respond to the demands ot the situation The 
accident of who lead these political forma¬ 
tions, too, can be of utmost significance in 
determining (he course of events. 

To lake two instances horn among the 
most dramatic ones in icceni lustoiy. con¬ 
sider the following: It is well known that 
from June-July 1917 onwards, the situation 
in Russia exhibited ai trust two possibt- 
lilies. The Provisional Government led by 
Kerensky, it was evident, was unable to 
hold on. luihct Kornilov and his counter¬ 
revolutionary forces take over, or the 
Bolsheviks thwart their plans and sei/e 
power. It is also beyond doubt, that in that 
fateful October, Lenin was the only Bolshevik 
leader determined to follow the second 


course. The entire leadership wavered, or at 
any rale, differed on the assessment of the 
potentialities o] that moment. In such 
circumstances, it was but an accident that 
Lenin happened to be at the helm of affairs 
at the crucial tunc, and thanks to it, the 
second course materialised. Compare ihe 
situation w ith Germany in 1918, where the 
working class look over power but could not 
retain ilthanks to the leadershipo) the Social- 
Democratic Party. Not that there weren’t 
any revolutionary leaders in Germany, but 
theirs was not the determining voice that 
Lenin’s was in Russia. This again was in no 
small measure due to the "accident’ that the 
Spartacists happened to arrive late on the 
scene when the old leaders of Social- 
Democracy were already entrenched m the 
Gciman l.iboui movement. 

I hoi o uie then, no inevitabilities in history, 
in the strong smse of the lerm, yet history 
is not tmaly indeterminate. However, if is 
mediated by conscious human action and 
hcicm lies the possibility of exploung the 
/o\t potentialities ot history. Inevitabilities 
do exist, however, to the extent that often 
certain situations and actions make certain 
others inevitable, given certain conditions 
It is with these meihodologu al premises that 
the piesent paper seeks to uncover the logic 
of one such losi possibility - lie possibility 
of the success ol Indian lor.munism. 

II 

Toask.thereloie, why Indian communism 
laded, is not to ask from the standpoint of 
world historical inevitability. It is, rather, to 
pose the question in the concrete context of 
the situation that prevailed in the colonies 
since the carls decades of the century: the 
anti colonial snuggles and the collapse of 
the colonial ordei. The question is also made 
much more pcitmcnt by the fact that in 
somewhat analogous situations, countries 
like China and Vietnam did succeed in 
bicaking away from the western imperialist 
world and embaikedc pon a course of socialist 
development.' Our concern here is, tn fact, 
not even with why the Communist Party of 
India in its many incarnations, could not 


capture power from the British or later. It 
is much more limited: why could it not strike 
roots and grow, even as a parliamentary, 
social-democratic movement? A further 
reason for posing such a question is that in 
the contemporary political scenario of 
sectarian strife and violence in the country, 
a Left alternative with its pacifist appeal 
seems to be the more desirable one that 
people could possibly have turned 10 . Yet, 
barring in a few states, this has not happened. 

In this essay however, we would like to 
focus primarily on the development ol posl- 
indcpcndcncccommunist politics, especially 
the 1960s onwards, keeping our focus on the 
CPKM) TheCPIlM) is selected for.i number 
ol icasops Though theie are sound methodo¬ 
logical reasons for doing so. it is selected 
also because this exeicise is, inter aha. one 
ol sell-examination The main methodo* 
logical reason consists iii the fact that, as we 
shall shortly see. the possibilities of a 
‘hegemonic’, positional warfare (which is 
the central question that this paper seeks to 
understand) lay only in the overall structure 
ol CPI(M)’s discourse and politics. 

There is absolute deaith oi academic 
literature on this period of the history of the 
Indian communist movement (ICM h Javeed 
Alain (1991) is a rare exception Most 
literature that does exist belongs to the cold 
war genre as Alain tightly points out Since 
that hteraluie calls for a different order of 
engagement, we shall not consider it lor the 
purposes of this essay. Alam’s contribution, 
therefore, piovidcs the starting point of this 
essay and, in a way, our point of reference, 
throughout. 

We arc in agreement with Alum’s central 
contention that what he calls the non- 
hegemonic conquest’ model has been a 
crucial factor in the failure ot the ICM. As 
a word ol caution we may reiterate here that 
"failure’ has been used throughout this essay, 
in the specific sense referred to above and 
not in any absolute sense There have 
certainly been important achievements of 
the ICM which we are keenly awaic of.' 
However, there seems to be a contiadiciion 
in Alum’s argument insofar as he begins his 
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exploration with the observation that the 
i ICM has “retreated from class politics" and 
,l . has been, in recent years at least, preoccupied 
with general issues such as communalism 
and national integration. On the face of it, 
, this would seem to be a precondition of any 
‘hegemonic* politics: the only way in which 
a party may emerge as a hegemonic force 
in society is that its commitment to class 
struggle notwithstanding, its disourse must 
incorporate the demands and aspirations of 
other strata in society which are adversely 
affected by the existing state and its policies, 
in fact of the largest possible cross-section 
of society. But what Alam is referring to is 
not hegemonic, but hegemonised politics - 
thediffused, non-class and general discourse 
of national integration. It needs to be 
emphasised that both types of discourses 
would look similar but a truly hegemonic 
politics is only possible on the basis of what 
can, for want of a better term, be called class 
politics, or to be more precise, politics of 
the oppressed. Once a party abandons its 
own positions there is obviously no question 
of any hegemonic struggle; it is itself 
hegemonised. What is therefore termed by 
Alam as ‘non-hegemonic’ is above all a 
surrenderor the class position to the dominant 
discourse of bourgeois nationalism. The 
radical politics of the 1960s, according to 
him were characterised by ‘class struggles 
and protracted economic battles for the 
exploited and the oppressed*’. 4 Now this is 
particularly true of the CPI(M). As for the 
CPI, class politics had already been 
surrendered by the 1960s. 5 With theCPI(M), 
on the other hand, the change came much 
later and has its own historical trajectory 
which cannot be fully explained in terms 
of either the pre-independence history 
of the CPI, or, as Alam seeks to do, in 
terms of the formative years of the Indian 
republic. 

The argument of a non-hegemonic* model 
applies more specifically to the CPKM) and 
can really help to explain why the radical 
politics of the 1960s stands replaced today 
with “a sense of being besieged together 
with rearguard actions’*. 

A final observation on Alanrfs piece: at one 
point he remarks that, The complexity really 
was that the people were ready to go far 
beyond in struggle than the Congress wanted, 
and this superficially brought them closer 
to radical positions, but were not prepared 
to politically move over into the left poli¬ 
tical parties. This discrepancy, or paradox 
between the peoples struggling propensities 
and the stable political allegiance , was the 
crucial factor during that period Failure to 
grasp this deflected the political under¬ 
standing of thcCPl into illusory revolutionary 
visions...* 

Alam seems to take as given, something 
which needs to be explained. Fdr, such a 


propensity, tinless one believes, in innate 
human nature as an explanation of political 
behaviour, must have a reasonable political 
explanation. Alam’s own notion of a *non- 
hegemonic* could be used as an explanation 
of this propensity. This we shall try to 
demonstrate in the rest of the essay. To be 
fair to Alam however, it must be stated that 
this formulation appears in passing and it 
might not have exactly been within the 
scope of that essay to undertake an elabora¬ 
tion of the above notion. 

The notion of a ‘non-hcgemonic conquest’ 
model spelt out by Javeed Alam is based on 
a classical distinction in political theory, 
between state and society or civil society. 
A ‘non-hegemonic conquest’ strategy, 
according to him is one that sets its gaze 
fixed on the state as the focus and end of 
radical revolutionary politics. It seeks to 
besiege and take control of this state and 
thereby, eventually transform society. The 
consequence of this is that the revolutionary 
forces force out of their vision, society and 
its institutions as equally important arenas 
of struggle where their hegemony must be 
established, leading to a gradual transfor¬ 
mation of these institutions and developing 
alternative forms of democracy. The very 
obverse would be thecase with a ‘hegemonic' 
model. Needless to say, this model is based 
on the Gramscian notion of hegemony and 
positional warfare. 

The first implication of this notion is that 
not just the state, hut the whole of society 
is an arena of power and therefore, of 
revolutionary contest. The state in this 
Gramscian rendering is “only an outer ditch 
behind which stands a powerful system of 
fortresses and earthworks.’’ 7 It is this powerful 
system of fortresses and earthworks that 
must be 'captured* through protracted war¬ 
fare. in a hegemonic model. 

Bctore proceeding further, a brie! digres¬ 
sion is in order. Since wc are dealing with 
a concept as problematic as that of ‘hege¬ 
mony* , some points should be clarified. The 
notion ol hegemony retains a certain element 
of vanguardism - the idea that ‘the masses’ 
arc capable of being subjects of history only 
when they arc led by revolutionary vanguards 
or conservalivc/countcr-revolulionary elites. 
There is a tendency to see the process of 
‘ manu I actunng consent* as a one-way traffic, 
in which there is no scope for the people 
to negotiate their meanings into these 
discourses of the elites or vanguards. The 
Leninist notion, that socialist consciousness 
can be brought into the working class 
movement only by the vanguard, is very 
much preserved in the concept of hegemony. 
The notion therefore grants not just a political 
but also an epistemological privilege to the 
vanguard and there lore docs fundamental 
violence to the political project of socialism 
as well. While this calls for a separate 


discussion in itself* we need to clarify otfir 
use of the term right away. 

We would argue that politics - the terrain 
of the state, parties, elections - constitutes 
a moment of peoples* existence, as distinct 
from the political that pervades their entire 
being. This distinction itself is not new in 
political theory and we borrow it from 
Poulantzas. The moment of politics lies 
buried in the everydayncss of being until 
such occasions arise when, for the purposes 
of preserving that very everydayncss, it 
comes to the fore, when people move into 
political action. The “vanguard" can be a 
vanguard only if it proves itself cupubic of 
addresing that moment. We would further 
argue that, it can address that moment, or 
as Mao Tselung would have put it, "seize 
the moment", only to the extent that it fulfils 
the very need that has brought this moment 
to the fore. The implication here is deal: the 
people arc not waiting to be “educated" and 
“mobilised" according to the wishes of the 
vanguard: they are independent subjects, 
always making conscious choices. Hege¬ 
mony in this reading can only he mc.tnmglul 
if the party in question is able to address the 
needs that move the people into political 
action. 

Ill 

In the history of Indian communism, 
ever since the late 1940s, the wake of the 
Tclengana armed struggle, there have existed 
two distinct models of revolutionary strategy 
These have generally been known as the 
Russian and the Chinese revolution models 
The Russian revolution (RR) model in the 
classical “ten days that shook the world" 
pattern envisaged an armed uprising ol the 
working class in the cities, taking control 
of stale power and then spreading out to the 
countryside. The other, the Chinese revolu¬ 
tion (CR) model advocated a protracted 
partisan warfare of the peasantry, gradually 
liberating the countryside and eventually 
seizing slate power. The first, i e. the R R 
model was quite explicitly a noil-hegemonic 
one. The second, i e, the C R model presents 
a more complicated case, particularly in the 
transformation it went through subsequently, 
after the formation of the CPI(M). 

The initial debate that took place in the 
backdrop of the Telengana movement, was 
resolved only at the intervention of the CPSU, 
when a delegation of the CPI went to 
Moscow. The outcome of this meeting with 
the CPSU leadership was that a document 
known as the Tactical Line (1951) was 
prepared as a companion to the new. first 
ever Party Programme. This document 
asserted that the path of Indian revolution 
had to be Indian and could not be either the 
Russian or the Chinese one. It asserted that 
the Indian revolution must combine both the 
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'weapons' - the working class insurrection 
and the 'peasant guerrilla warfare*.* 

The debate, one would have thought, had 
been settled, once and for all. But that was 
hardly the case. In the subsequent years 
howevr. a different debate came to the fore. 
With the CPSU* propounding the path of 
peaceful transition to socialism via, what 
was called the non-capitalist path - a path 
conceived under the joint hegemony of the 
bourgeoisie and the proletariat. This became 
the focus of the debate on revolutionary 
strategy. The section which later became the 
present CPI stood by the Soviet formulation 
of the non-capitalist path and thereby 
surrendered its class positions at that time 
itself. It was thenceforth to talk in terms of 
the Indian nation, its national goals and so 
on. For the section that later formed the 
CPKM). there could be no compromise on 
the question of proletarian hegemony in the 
democratic revolution. Nor could the ques¬ 
tion of revolutionary violence be pushed out 
of the agenda by mandate, for that would 
disarm the revolutionary forces 
The old debate on revolutionary strategy 
resurfaced in the CP1(M). once more in the 
late !%0s and early 1970s and continued 
to dog it for many more yeai s to come. Thcic 
were two aspects to this debate The first and 
the more well known, was however, the less 
important one horn a long-term perspective. 
This was the debate out of which emerged 
the naxalilc movement and the CPI(ML) 
factions. It is important that with a lew 
exceptions, the top leadership of the party 
was not affected by n The naxalitc position 
represented the obverse side of the CPI 
position: an ahsolulisalion of violent means 
and an advocacy of a complete break with 
and withdrawal from all legal and parlia¬ 
mentary institutions. In a sense, this was also 
an abdication ol hegemonic tasks because 
it abandoned all state and social institutions 
to ruling class politics. With the exception 
of T Nagi Reddy in Andhra Pradesh and 
Shiv Kumar Mishra in UP, nobody from the 
central committee actually rallied behind 
this position. The remainder of the CPItM) 
very clearly stood lor a combination of pari ta- 
inentary and extra-parliamentary, legal and 
illegal forms of struggle. And here, in this 
approach lay the potentialities of a hegemonic 
politics. 

The second and lesser known debate, w hich 
in fact, almost paralysed the party began 
around the same and reached its peak during 
1974-76. All the questions of the late 1940s 
re-entered the discussions here, only now in 
a much more complicated form.* 

Tin Beginning 

The beginnings of this debate go hack to 
1967, when the party leadership got the 
opportunity to apply itself seriously to the 


tasks of reorganisation, for the first time 
since the split. The situation was complex, 
coming as the split did in the backdrop of 
the Sino-lndian border conflict and the 
resultant nationalist hysteria (much of it was 
undoubtedly whipped up artificially). The 
years of debate preceding the 1964 split, 
coupled with the above circumstance had 
both, an affect of reorganisation of pers¬ 
pective at one level and a highly disorienting 
effect at another level. As it is the internal 
debate on revolutionary strategy got en¬ 
meshed with the ideological discord among 
the Chinese and the Soviet parties, and on 
the whole, the CPKM) found itself far 
closer to the Chinese position till 1967-68. 
By this time the position of the Chinese 
party was also undergoing a major change 
and the CPU M) had started distancing itself 
trom it. Much ot that debate would today 
sound totally anachronistic and need not 
be repeated here. However, partly as a 
result of this and partly due to the 
orchestrated propaganda by the government 
ol India and the media, the party was 
successfully painted as ‘pro-Peking’. The 
then home minister. Gulzan Lai Nanda's 
presentation ol the White Paper in 
p.irllament and the subsequent wholesale 
arrest ol the top leadership of the party 
lurthcr took ns toll. Especially in areas 
where the party machinery was weak and 
unable to clan I v matters before the cadres 
and ranks, the confusion was worse 
contoundcd. 

The fact that the lop parly leaders were 
in jail and therefore unable to clarity 
their stand on a number of issues, coupled 
with the lad that it largely supported the 
ideological positions of the Chinese, led 
to j peculiar situation: a large number of 
cadres started looking up to the Chinese 
positions to argue their stands, especially 
on issues that the party had as yet no time 
to discuss and take a posiiioi In the event, 
the Chinese position was internalised. 
Meanwhile the Chinese position started 
undergoing a major transformation with 
China and the Chinese Communist Party 
(CPC) abandoning the understanding that 
the USSR was a socialist state in the first 
place With the heralding of the Great 
Proletarian Cultural Revolution (GPCR) in 
1966. China and the CPC were well on the 
way to characterising the USSR as another 
tmpcnalis; ( social-imperialist’) enemy of 
the world peoples. Parallel to this growing 
stridency ol (he CPC’s revolutionary 
rhetoric was Us new accent on national 
liberation struggles uk the motors of history 
in the contemporary epoch. The socialist 
world had all but gone out of existence, 
in this view, and the case of Indochina and 
Afncu clearly shewed that it was these 
struggles that were spelling the doom ol 
the colonial orde*.. 


This understanding was further schema¬ 
tised with the Lin Piao theses in 1967-68; 
the villages of the world (i e. the backward 
third world countries) would encircle the 
cities of the world (i e, the advanced capitalist 
countries) in a grand re-enactment of the 
Chinese revolution on a global scale. 

The idea was dinned into those who 
followed the CPC's propaganda that this 
was the only possible efficacious revolu¬ 
tionary strategy lor the third world countries. 
So much so that by the ume that the CPKM) 
leadership came out of jail, a lot had changed. 
A section of its following hud already fallen 
for the revolutionary rhetoric of the CPC. 
And just at this lime, the party had to plunge 
into the 1967 mini-general election. Despite 
all difficulties the party ranks had been 
conducting, organising and leading muss 
struggles, ail this while, whercvci it had the 
strength to do so. It may be recalled that 
this was a period of unprecedented mass 
discontent, leading to the collapse of the 
‘one-party dominance’ or the so-called 
‘Congress system' That the party was able 
to come out with Hying colours, despite all 
adversities, was in no small measure due to 
the role played by it in these struggles. 

In the aftermath ot the elections, the 
CPKM) tound itself m a situation where it 
had to decide Us medium-term stiaicgics 
when it was participating in governance. In 
two states, namely. Kerala and West Bengal, 
the party had a share in government. More 
such possibilities were no, impossible to 
visualise in the fuluie. What then, would be 
ns strategy ' r How far should the party 
participate in parliamentary democratic 
institutions and to what end * 

In a document entitled Sew Situation and 
The Parly's Tasks, the party grappled with 
this predicament. The document reiterated 
the position ol the Party’s Piogrammc that 
the “party will utilise all the opportunities 
that present themselves, ol bringing into 
existence governments pledged to carry out 
a modest programme of giving immediate 
relief to the people. The formation ol such 
governments will give gicat fillip to the 
revolutionary movement ol the working 
people and thus help the process ol building 
a democratic front". 

In thus reiterating the programmatic 
position, the document sharply demarcated 
its position from that ol the CPI which 
considered some of these governments as 
transitional forms, in keeping with their 
concept of national democracy It may he 
pertinent to mention here that the subsequent 
CPI-Congress United Front ministry in 
Kerala, under the chief ministership ot C 
Achyulha Meium was siniiluily, eventually 
elevated as the model transitional lorm to 
national demociucy. The Keiala 'model’ 
needless to say. despite a CPI clue! minister, 
was a Congress-dominated one. The CPI. in 
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short had already been hegemonised. The 
above document also anticipated the oppo¬ 
sition to any form of parliamentary parti¬ 
cipation that was brewing within the party, 
by asserting that the party “will utilise all 
opportunities” to bring forth such govern¬ 
ments. The real emphasis during this period, 
however, was less on “giving immediate 
relief’ to the people and more on “unleashing 
popular discontent.” This, of course, bore 
the stamp of the times. As Alam rightly 
mentions, the radical politics of the 1960s 
were characterised by “class struggles and 
protracted economic battles”. These struggles 
were no creation of communist politics alone. 
The very nature of spontaneous movements 
at that time, as the party’s central committee 
itself observed (Nurmahal meeting, October 
1966), were struggles which were “nothing 
but the stormy symptoms of the beginnings 
of a political crisis”. 11 

While the party was thus charting out its 
moves, there began an open revolt against 
the so-called ‘nco-revisionism’ of the 
leadership. The land struggle that had already 
begun in the favourable situation created hy 
the formation of a United Front (UF) ministry 
in West Bengal, was now sought to be 
convened into a struggle for state power. 
This also provided an opportunity to many 
a UF panner and other political forces in the 
state to corner the party by arguing that it 
was indulging in extra-constitutional 
activities. In a document issued by the West 
Bengal state committee of the party in July 
1967, state secretary Promode Dusgupiu had 
to write that, "(Hollowing the formation of 
the UF government, new opportunities had 
arisen for the distribution of land already 
under government control among landless 
and poor peasants, and sharpening the 
resistance lo evictions by the ‘|oiedars*. 
instead ot using these opportunities and 
conducting the movement correctly, 
attempts are being made at misguiding the 
naxalban peasants struggle for land into 
rash, ultra-revolu-tionary channels”. 1 - He 
claimed further (hat this was "strengthening 
the reactionary offensive against the UF 
government”. 11 

The subsequent history of the naxulite 
movement is fairly well documented and 
written about. The point of this narration is 
to underline that within these three years 
(1964-67), there had crystallised the three 
major positions within the communist 
movement, of which two explicitly ruled out 
any possibility of a hegemonic model. 

Tut Second Debate 

The more important of the problems 
however, arose when the party started set¬ 
ting its house in order. How could the party 
grow, given Us meagre resources, especially 
cadres? How should these meagre (esources 


be deployed? And lurking behind these 
seemingly trivial questions were much larger 
ones. If resources were scarce, they could 
hardly he squandered in fruitless, low-priority 
activities. So priorities had to be fixed. How? 
On what basis? What were the priorities of 
the Indian revolution? And answers to these 
questions depended crucially on how one 
visualised the Indian revolution. How, for 
instance, was the hegemony of the working 
class to be achieved? More importantly, 
what exactly did it mean? Did it mean that 
the hegemony would have to be developed 
locally, with the working class actually 
leading struggles of the people in practice? 
Or. did it mean that it would show the way 
by acting on its own at the all-India level, 
inspiring others to follow? (In this case, the 
actual leadership locally, was to he achieved 
through the communist party). Depending 
upon how one answered these questions, 
one could decide how to deploy the avail¬ 
able cadres The attempts to answer these 
questions revealed yet again that the scripts 
of the two great revolutionary dramas of the 
20lh century, still held powerful sway. The 
CR model and the RR model surfaced once 
again though, to be lair, neither was really 
an unrevised edition of the original. 

It is not important tor our present discussion 
to identity the personages involved in the 
debate, on cither side of the divide. What 
is i mportant to note is that as early as in 1967, 
when the party adopted what arc called the 
‘tasks documents’ - namely, the Task* an 
Parly Organisation, Tasks on the Trade 
Union Front, and the Tasks on the Kisan 
Front, already, a conception was being spelt 
out. This was what came to be known as the 
"contiguous areas thesis". The long and short 
of this thesis was that: 

h) The party, instead ot squandering ns 
resources, must identify priority areas and 
priority lronls. for the deployment of its 
cadres. They were to be thi students and 
workers in the cities and the x>or peasants 
and agricultural workers in the countryside. 

(ii) The priority areas must have absolute 
priority, i e, even over priority fronts. That 
is to say, while priority areas developed all- 
I runt movements, movements in non-priority 
areas, even in the priority fronts, be kept at 
an elementary level. 

(iii) Only after priority areas reached 
sul ficicnt levels of development on all fronts, 
should the party expand to neighbouring, 
contiguous areas and thus gradually develop 
a whole belt of base areas. This notion did 
have some similarity with that of liberated/ 
base areas in China. 

(iv) ‘Contiguous areas' also meant that in 
the priority areas, contiguous peasant belts 
around key industrial centres, would have 
absolute priority. 

(v) Finally, in this conception, hegemony 
of the working class meant its hegemony in 


practice, in struggle, at the local level, us u 
precondition to its hegemony at the all-India 
level. 

The Muzaffarpur resolution of the central 
committee, known as Immediate Tasks on 
Party Organisation (797.?), finally fully spelt 
out this conception - the contiguous areas 
thesis. Till this lime the alternative position 
had not yet taken shape. Then came the 
outbursts of spontaneous popular movements 
in Gujarat and Bihar, rapidly spreading to 
other parts of the country. Experience was 
showing that movements could hurst forth 
in areas that were not the party's priority 
areas. What was lo be done then' When 
people were on the move, was the party 
simply to sit hack and Mick to its own 
notions of priority? Thai was the question 
now. The alternative conception Maned 
taking shape around this imperative Tilt* 
idea was to intervene in spontaneous move¬ 
ments and provide them rhe revolutionary 
direction. 

The debate continued through 1974. 1975 
and 1976. There were othci aspects of that 
debate that are not immediately iclcvunt lor 
our purposes - for instance the one on the 
agrarian question. 14 But the immediate 
tactical questions and the debate .wound 
them arc crucially important licit* Foi. it i** 
here, in the way that these questions are 
understood, that the key to Alain's coiisiiuci 
of the ‘paradoxical propensity’ of the Indian 
people lies. We would also like lo suggest 
that, upon how the question is answeted 
depends the answer also to the central 
question that we seek to explore, why the 
Left could not grow, even as a reloimisl 
political movement'’ 
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IV 

Alam has suggested in a footnote (note 1) 
that “the JP movement in its consequences 
restricted the terrain of left politics and 
created the political space which allowed for 
a greater manoeuvre by the right wing 
politics'*. This maybe empirically true but it 
raises the following question: How do we 
judge the potentialities and consequences 
of any movement? Only in terms of what 
actually happens? Do we take that to be the 
inevitable consequence 6f that movement? 
Or, as we suggested at the beginning of 
this essay, every situation contains a range 
of possibilities, whose actual realisation 
depends critically upon the strategic elements 
- how battles are fought and the war 
conducted? True, Alam talks only of the 
consequences, and does not discuss poten¬ 
tialities. We would however, argue that the 
movements of Gujarat and Bihar carried the 
potentialities of a rapid advance of the left; 
that the political space created by the JP 
movement was not filled by the left but 
occupied by the right was not inevitable. 

Let us recall the conjuncture. The student 
upsurge of Gujarat and the fall of the 
Chimanbhai Patel's ministry in its wake was 
followed by the student upsurge in Bihar. 
JP was called upon to lead the movement 
which was rapidly catching on - all over 
northern India, enveloping diverse sections 
of the population. But that was not all. There 
was another ferment taking place, exempli¬ 
fied by the historic railway strike of May 
1974. Even as this ferment among the 
working class was on, the government was 
preparing for another onslaught - the Wage- 
Freeze Ordinance promulgated shortly 
thereafter. The question of united resistance 
by the trade union movement had appeared 
on the agenda. The two issues were closely 
linked. The question of whether to participate 
in the JP movement along with the right 
wing parlies was closely tied to that of 
making common cause with the Jana Sangh- 
led Bharatiya Mazdoor Sangh (BMS), in the 
trade union movement. There is no need to 
go into the history of what happened 
subsequently. 

Four years later, at its Tenth Congress 
held in Jullunder, the party specially adopted 
a Review Report making an analysis of the 
entire period since 1972. The Report ob¬ 
served: “In the political situation of 1974, 
1975 and 4976, when the working class 
movement was badly divided and our 
strength was limited, was it correct on our 
part that we make the issue of whether to 
involve the BMS, the central point of dispute 
and make the struggle committee inactive, 
delay the convening of the proposed trade 
union convention and abandon the attempt 
at united action against the wage-freeze 
ordinance?" 15 It further noted that this was 


one of the major issueson which the politburo 
(PB) and the central committee (CC) were 
badly divided and that a crisis had arisen in 
the PB and CC. ,h 

Continuing the argument in relation to the 
JP movement, the Report noted: “Our self- 
critical review is that... we were unable to 
evolve a correct tactical line regarding the 
JP movement-a line which would have 
helped us to strike better relations with the 
people who were participating in the move¬ 
ment “ i7 The burden of the argument thus 
was that precisely because of this inability 
to correctly assess the situation and the 
movement and to draw the correct tactical 
approach, that the political space provided 
by the movement could not be utilised. 

The ability to do so, we may repeat, is the 
precondition of any hegemonic politics. The 
concept of hegemony is not simply a cultural 
concept but envelops all arena of political 
activity. Whenever a party fails to properly 
assess the situation and accordingly utilise 
all opportunities of extending its political- 
ideological hegemony, the 'inevitable* result 
is the paradoxical propensity* among the 
people who look towards that party for 
leadership. In other words, we would sug¬ 
gest, social and political spaces do not lie 
vacant, ever. The inability to fill them up, 
that is. not to fight battles will create the 
scope for others to walk in and fill in those 
spaces Insofar as the CPI(M) is concerned, 
this holds true of both the potential support 
base, as in the case of the JP movement, as 
well as of those who actually follow them 
in mass struggles but are never really brought 
outside the terrai n of the hegemonic discourse 
(i e, the ruling discourse). 

The new conception that was being forged 
in the aftermath of the Emergency and the 
re-assessment of its past tactical lines was, 
as mentioned earlier, a reworking of the RR 
model. The conception spelt out mostclearly 
in the party's organisational plenum held at 
Salkia in West Bengal, in December 1978, 
could be summarised as follows: 

(i) It is urgently necessary, for the party to 
grow countrywide, into a mass revolutionary 
party, in the quickest possible manner. 

(ii) In order to accomplish the above, the 
party cannot sit glued to its areas of priority, 
while people in the non-priority areas move 
into action. It must therefore intervene in 
struggles wherever people are in action. 

(iii) All-India unity of the working class 
must be the absolute priority of the party - 
all other fronts can follow. This echoed the 
Russian revolution insofar as the working 
class (at least au the ievel of conceptua¬ 
lisation), would lead by first going into 
struggle and giving the clarion call for action. 
The peasantry and the other classes would 
follow it 

(iv) The notion of working class hegemony 
now was an all-India one, based first and 


foremost, on a united working class across 
the country. 

The pathos of the situation was that such 
a revolutionary vision was being conjured 
up and the new model of revolutionary 
strategy being brought into practice when 
the tide of mass movements was starting to 
decline. Within a year of the formulation of 
this concept, the scenario was to change 
drastically, as we shall shortly see. 

The tragedy was the inability to realise 
what the CPSU leaders had tried to underline 
way back in 1951: that the scripts of the 
Russian and the Chinese revolutions had 
been wntten while they were being enacted. 
So too, would the Indian revolution have to 
write its own script extempore. But models 
seem to have a strong appeal and it was 
this passion to emulate one that led to a 
'paralysis' in the party's own words, at 
crucial junctures of Indian history. 

The enormity of the tragedy lay in the fact 
that the whole strategy was predicated upon 
a vision of a ‘rising tide of mass struggles', 
at a time when the boom was clearly over 
and recession had set in. For some time the 
party continued to see the 'rising tide' but 
eventually it became clear that a period of 
a different type of mass struggles had set 
in. These were exemplified by the AASU- 
led agitation in Assam, the tribal separatist 
movements and the rise of Islamic funda¬ 
mentalism - the 'three prongs’ of the di visi ve 
forces, according to the party. 1 * They were 
to be later characterised as three arms of the 
imperialist strategy to dismember India. 

These new movements were movements 
that despite their reactionary edge, chal¬ 
lenged the bourgeois nationalist image of a 
single Indian nation - an image lhai the 
CPKM) had categorically rejected while 
characterising India as a multinational slate. 
It therefore, once again faced the paradoxical 
situation of deciding how to fight Congress 
rule at the centre (especially after Indira 
Gandhi’s return in 1980) and face the chal¬ 
lenge of the divisive forces. It was from this 
time on that the symptoms started appearing 
of what Alam calls “the sense of being 
besieged, along w'ilh rearguard actions”. 

In this respect, the Eleventh Congress of 
the party held in Vijayawada, in early 1982 
constitutes the watershed. We w ould suggest 
that as time went by and the hollowness of 
the “secular nationalist discourse” of 
mainstream politics started resounding under 
the impact of an unprecedented moral and 
political crisis, the marginalised discourses 
of ethnicity and other fragmented identities 
started movingecntrc-slagc. The mainstream 
was truly besieged In a sense, the V ijuyuwada 
Congress only expressed for the CPKM), 
what was actually a more general predicament 
of the entire mainstream - a bewildcrmcr* 
at the sudden invasion of a wide array of 
such '‘fragments”. 
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This is so strikingly evident from the 
CPI(M)'s political resolution adopted at the 
aforesaid Congress. The important thing in 
this resolution is that for the first time, the 
indian nation* and its related discourse 
entered the party '$ thinking. More precisely, 
the party's own discourse was hegemonised 
by the nationalist. No wonder, the resolution 
even expressed its worry at the political 
instability that loomed ahead due to what 
it saw as a conflict within the ruling class 
coalition: ‘There is a certain pull and push 
between the bourgeois and landlord classes 
which creates an unstable and tense siiua- 
tion.” ,v This statement is truly remarkable, 
coming from a communist, 'revolutionary' 
party and expressing as it does, a fear of 
instability not because of anything else but 
heightened conflicts within the ruling classes/ 
bloc. 

The party was now becoming increasingly 
cautious that it should not add to this 
instability. Hence it underlined: 'The con¬ 
frontation between the ruling party and the 
people now takes place under changed 
circumstances. These include accentuation 
of the contradiction between imperialism 
and the Indian people; attack of internal 
divisive forces; intensified conflict between 
the ruling party and the opposition 
bourgeois-landlord parties; push and pull 
between the bourgeoisie and landlords; 
and the increased strength of Left unity.'' 20 
The last bit of course was more of a 
ritualistic re-assertion of faith and lacked 
conviction. Had it actually been so, there 
would certainly not have been much to 
worry about from the party’s point of view. 
The fear precisely was that the instability 
threatened to lead to strengthening of right 
wing forces - an indirect admission of its 
own growing inefficacy. 

• The sense of being besieged was further 
seen in US imperialist designs (which of 
course was nothing new). The resolution 
went on: “US imperialism seeks to surround 
India with a ring of hostile governments, 
relying on the reactionary forces in the 
neighbouring countries.” 21 From then on the 
party could be seen increasingly abandoning 
its own class discourse for fear of increasing 
instability, and embracing a bourgeois 
nationalist one, where 'national unity and 
integrity* became the organising concepts. 
The career of this concept since, is a different 
matter and needs a separate discussion. This 
extremely interesting and complex phase of 
Indian political history has received very 
little scholarly attention but it is certainly 
worth deeper exploration which is beyond 
the scope of the present paper. 

Finally, to return to Javeed Alain's point 
once again, the primary emphasis on ques¬ 
tions of communalism and separatism, we 
agree, denote in this context, a move away 
from class politics. However, it is not the 


influence of a 'non-hegemonic' model any 
longer, for 'conquest* in any form is out of 
the agenda and the very basis of a hegemonic 
politics has been abandoned. 

Notes 

[1 would like to thank Javeed Alam, Rustam 
Singh and Ravi Sundarain for their comments and 
criticisms that helped improve the paper con¬ 
siderably. They are not privy to the errors of the 
paper, though. 1 

I It is not our purpose here to assess this 
socialism and the experience of the other 
countries of this bloc. Nor is it relevant for 
the purpose ot this exercise, whether that 
socialism has any future. Many terms and 
categories from the vocabulary of Marxism 
arc retained for want of better terms though 
many of them (like ‘imperialism’, ‘hegemony’, 
class politics ) are used to loosely connote 
a certain meaning, related to but much less 
‘rigorously scientific’ than their original 
meanings in positivist Marxism There is a 
need 10 problematic these concepts and in 
fact, transcend most of them with newer 
concepts Many of the current social science 
catcgoncs too do not seem to foot the bill as 
they address different objects of inquiry - 
texts, discourses, narratives. True, the 
communist movement can also be read as j 
text but at the cost of eliminating the subject 
- the people, (he activists, the leaders and so 
on. If wc were not to abandon all the old 
concerns simply because the new vision has 
brought to light hitherto invisible objects, we 
must begin to rework/transcend old concepts 
and see the old objects with a new, different 
gaze. 

2 This holds true of most other parties loo Even 
major landmarks of north India's post- 
independence politics, like the food move¬ 
ments of the 1960s. the Hindi agitation of the 
same period, the dislodging of the Congress 
in nine states in 1967, the Bihar movement 
led by Jayprakash Narayan, do noi seem to 
have caught the fancy of political scientists 
of the country in any significant way The 
hurdles are therefore greater for any work 
dealing with that period. 

3 It may he worth stating here itself that we 
need to refine and considerably develop our 
methodologies for assessing successes and 
failures of movements. Often, the criteria that 
we 'elect are so overpowenngly determined 
by die present that we tend to start working 
back lo discover’ the roots of that present 
- a noble intention in itself That is not our 
intention in this paper. 

4 Javeed Alam, ‘State and the Making of 
Communist Politics in India. 1947-57’ 
Ectmoinit and Politicul Weekly . Novemebr 
9. 1991, p 2575. All references hereafter, 
to Alam. are to this article, unless otherwise 
mentioned. 

5 Alam himself has recorded the development 
oi the pro-Congress trend in the then CPI. 
This trend was not simply one of seeking an 
alliance with the Congress, but one that 
claimed that the alliance would usher in 
socialism. 

6 Ibid, p 2574. 


7 Antonio Oramsci, Selections From the Pmoit 
Notebooks, International Publishers. New 
York. 1987. p 238. 

8 Alain’s narration of these developments 
contains a minor factual inaccuracy It 
mentions that the Calcuuu conference of the 
party adopted, along with the first programme, 
a ‘Statement of Policy*. Further on he mentions 
that legal version of the Tactual Une was 
adopted at the Calcutta conference The two 
ore, in fact, one and the same. The Statement 
of Polity was the legal version of the Tat tn of 
Line. Some remaining parts of the document 
were later published in P Sutularayya’s 
Telen^aiui People' v Struve an Jus Us unit . 

9 Some of the issues involved can be sifted out 
from (he various public documents of the 
CPI(M), though some of the inner-party 
documents are undoubtedly more candid Most 
important among (he public ones arc the 
Review Report adopted by the Tenth Congress 
at Jullunder. The Report and Revolution on 
Organisation adopted at the Salkia Plenum 
and M Basavapunnaiah’s The Statement of 
Policy Reviewed P Sundaiuyya' s resignation, 
subsequently published as Why / Resigned is 
also important in this respect 

10 New Situation and Party's Ta\k\ . 1967. 
Calcutta, pp 37-58 

11 Ibid, p 39 

12 Sanfisodhanhader Huuddiu Sun^ram o 
Sankirnatahadi Jhonk On Bengali). West 
Bengal Stale Committee. CPI(M). 1967. 
Calcutta p 5 

13 Ibid, p 5. 

14 The debate on the agrarian question was 
directly linked lo the strategic quest ions being 
debated, especially (he viability ami cllicacv 
of peasant partisan struggle in the changed 
agrarian context For our purpose* however, 
it is not necessary to go into that question 
here. 

15 Sameeksha Report, Oasvm Congress on 
Hindi), New Delhi. 1978. p IK 

16 Ibid, p 19 

17 Ibid, p 28 

18 See Political Resolution Of the Eleventh 
Congress, Vijayawada. 1982 

19 Ibid, p 18. emphasis added. 

20 Ibid, p 26. emphasis added 

21 Ibid, p 27. 
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DISCUSSION 


MP Assembly Elections, 1993 

Rahul 


THE articles on the 1993 assembly elections 
in Madhya Pradesh by Christophc Jaffrelot 
(Cl) and Sanjay Kumar (SK) ( EPW , Vol 31, 
Nos 2 and 3) leave a lot to be desired in terms 
of factual accuracy and rigorous 
psephologica) analysis. An attempt is here 
made to set the record straight. 

Traditionally the 45 districts of Madhya 
Pradesh have been di vided into the si x regions 
of Madhya Bharat (17 districts). Bhopal (three 
districts). Bundcikhand (five districts). 
Vindhya Pradesh (four districts), Mahakoshal 
(nine districts) and Chaitisgarh (seven 
districts). Undoubtedly some of these regions 
are too big to qualify as swing-zones 
exhibiting similar behaviour for the purposes 
of proper pscphological analysis and so need 
to he rearranged. CJ. however, arbitrarily 
breaks up the Madhya Bharat region into 
Gwalior and Malwa without distinguishing 
the area below the Malwa plateau known as 
Nimad where the Bhil tribals arc in a majority 
and gradually emerging as a force to reckon 
within stale politics. He also clubs the Vindhya 
and Bundcikhand regions together under 
Vindhya Pradesh thus inexplicably creating 
a bigger /one out of two smaller ones. He 
takes out the districts of Damoh and Sagar 
from Bundcikhand and # puts them into the 
already unwieldy Mahakoshal region and 
leaves the large Chaitisgarh region intact All 
this illogical jugglery has confused the CSDS 
Data Unit into presenting in Table 2 a wrong 
break -up of seats for the newly created regions 
with the total number of scats for the slate 
being 263 in 1993 and the Malwa area having 
34 seats, when in actual fact the number of 
scats in the MP assembly is 320. There are 
corresponding inaccuracies in the scat 
distribution shown between the Congress 
and the BJP. No wonder then that Ci, instead 
of going into a detailed analysis of voting 
behaviour, only makes some banal 
observations about seats won or lost in these 
large unwieldy regions in (he superficial 
manner of newspaper columnists. A rigorous 
analysis would require the rearrangement of 
the constituencies into smaller swing-zones 
taking into account regional socio-economic 
specificities. This isa tedious process beyond 
the scopeof this slum discussion but definitely 
to be expected of an ambitious project like 
the one undertaken by the CSDS and funded 
by the 1CSSR. 

CJ then goes on to attribute the BJP’s 
sweep of urban areas apait from Gwalior to 
the superior organisational set-up of the RSS 
and its ‘welfarism approach and also to the 
perception among the comvnunalised Hindu 


middle class of the BJP as a disciplined party 
capable of safeguarding its interests. Given 
the anti-cncroachment drive of the BJP 
government which was directed at the poor, 
the rise in hooliganism and mafia activities 
of the Bajrung Dal and the VHP and the tacit 
encouragement gi ven to the law enforcement 
agencies to use extrajudicial measures to 
subdue any protest, it is a moot point as to 
how 'welfanM 1 the BJP was. In his later 
analyst? of the indiscipline and infighting 
within the party CJ himself contradicts his 
assertion that the BJP presented a picture of 
discipline to the public. Without detailed 
surveys it is very unscholarly to hazard 
explanations the way CJ docs on the basis 
of a few interviews and newspaper reports. 
What he misses out on is the massive bogus 
voting by the BJPcadres with the connivance 
of the electoral officers. The cadres voted 
again and again directed by senior activists 
who sat with electoral rollsdetermining which 
ol the voters had not come to vote. The 
Congress was nowhere organised enough to 
protest and Scshan had not then started flexing 
his muscles. The unusually high voting 
percentages between 60 and 70 as compared 
to between 50 and 60 for previous elections 
bear this out. Whatever the cause of the urban 
sweep it is quite clear that it was a Hash in 
the pan because in the municipal elections 
in 1994 the BJP not only lost the prestigious 
Indore and Raipur Corporations but also the 
candidates it had projected as mayors - 
Mahendra Hardia and Tarun Chatterjec - 
failed to get elected as ward members. So 
much for CJ’s hypothesis of urban 
consolidation by the BJP. 

Indiscipline and dissension have become 
a hallmark of Indian politics in recent years 
being fuelled as they are by large amounts 
of questionable finances and no political 
party is free from them. In MP both the BJP 
and the Congress suffer from virulent 
factionalism. In the 1993elections both panics 
had rebel candidates and many leaders 
planned sabotage against supporters of rival . 
leaders. Contrary to what CJ claims, the 
Congress was far from united and stalwarts 
like Bansilal Dhritlahareand Balkavi Bairagi 
lost due to sabotage. The then Himachal 
Pradesh governor Gulsher Ahmed's son 
Sayecd Ahmed had to pay the price of his 
father’s rivalry with Aijun Singh in an election 
that was postponed due to allegations that 
Gulsher Ahmed was misusing his influence 
as a governor. Vikram Verma of the BJP, 
the leader of the opposition in the present 
assembly just about scrapped through from 


Dhar because a rebel substantially ate into 
the votes of the official Congress candidate. 
The Congress is definitely not the weff* 
organised party that CJ would have us believe^ 
it is and its campaign was anything but well- \ 
planned The desperate horse-trading that; 
ensued after the elections to choose the chief < 
minister as also the fiasco of the Congress 
not being able to agree on their official; 
candidates for the 1994 municipal elections.^ 
confirms this. The Congress won the 1993! 
elections not because it was a more disciplined;: 
party but because it garnered the negative* 
vote by default m the absence of any other 
viable alternative. The indiscipline within 
the BJP owes a lot to the authoritarian and 
corrupt rulcof Sunderlal Patwa. Paiwa carried 
out a systematic campaign against possible; 
rivals within the party independently of! 
Thakre and also engaged in massive* 
corruption in the allotment of urban land. He 
was solely instrumental in the denial of tickets 
of 56 sitting MLAs that CJ mentions, a 
masterly political stroke to ensure total 
allegiance to him in his next stint as chief 
minister that he was confident of. Sadly 
Patwa's role escapes CJ’s attention altogether. 

A glaring omission is the lack of any! 
discussion of the role of money power in the 
elections. It common knowledge that 
industrial and financial magnates like the 
Birlas. Kcdias and the Jains of Hawala 
notoriety heavily fund all political parties 
acioss the spectrum in MP and so control 
the policies of the government. There is a 
joke that in the political business in Vindhya 
Pradesh the two diffcient coins having ilk 
features of Arjun Singh ol the Congress atm] 
Jamuna Prasad Shastri of the CPI(M) on onw 
side both have the face of a Btrla on theim 
obverse side. These money-bags had sidem 
with the BJP in 1990 expecting an BJM 
victory at the centre. When this did nofl 
materialise and subsequently nuissivA] 
disruptions to civil life occurred alter lh« 
demolition of the Babri Masjid they begafm 
to have cold feet. Things were compoundedH 
for the BJP by Pat wa’s preference for tradersB 
and his customary arrogance. So thSi 
industrialists threw their weight behind Uwj 
Congress and especially its suave PC<K 
president Digvijay Singh. The grapevine hail 
it that Kedia provided the funds that enable** 
Digvijay Singh to buy over legislators in thtf j 
aftermath of the elections and become chielj 
minister. Even though it is difficult to gcaj 
direct proof of such transactions the iiquuft 
policy adopted by the Singh government! 
which has brought windfall limits io Kcdiam 
distillery operations and various other indinxfl 
indications appear to corroborate sutS 
suspicions. p 

To give (bedevil his due it must bcadmittc^ 
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that CJ correctly pinpointsthe primary reason 
for the defeat of the BJP as being the 
disaffection of OBC and tribal peasants with 
it. But he does not delve into this deeply 
enough and so reaches wrong conclusions 
regarding the future course of politics in MP. 
The disaffection with the non-performance, 
corruption and repression of the BJP 
government was expressed as early as the 
1991 Lok Sabha elections when the BJP 
could win only 12 of the 40 seats from MP 
(a significant occurrence that surprisingly, 
CJ notes only in passi ng during his discussion 
of indiscipline within the BJP). What proved 
to be more crucial was that the tribals resented 
the upper caste Hinduisation thrust of the 
BJPorganising as they are along ethnic lines. 
The tribals as a group are not only much more 
vocal and organised than the OBCs and the 
dalils they have been able also to mount a 
concerted challenge to the chief ministership 
of Digvijay Singh which the latter is finding 
difficult to withstand. Indeed in the fluid 
.situation that is bound to emerge after the 
impending parliamentary elections they may 
well succeed in installing a tribal chief 
minister for the first time in MP even cutting 
across party lines if necessary. Similarly the 
BSP despite its misfortunes in UP is 
continually increasing its mass base among 
the dalits in MP with its strident upper caste 
bashing and competent politico-economic 
exposes of the Congress brand of ‘welfarism’. 
This increasing politicisation of the tribals 
and dalils who have been traditionally 
exploited by the upper castes in an 
exceedingly feudal society has seriously 
challenged this upper caste domination. So 
much so that it is not only the BJP that faces 
problems but the Congress also and in future 
the two party stability will inexorably be 
demolished. CJ by failing to understand the 
character of the forward march of the 
backwards, naively concludes that the 
Congress will be able to contain it in MP. 

Considering that the CSDS once upon a 
time initiated a process that culminated in 
the ‘Lokayan’ dialogue between non-party 
political formations it is indeed surprising 
that the non-party political process in MP 
has been totally ignored by CJ. By any 
reckoning the likes of Chhauisgarh Mukti 
Morcha. Narmada Bachao Andolan, Bhopal 
Gas Peedit Mahila Udyog Sangathan, Ekta 
Parishad, Kisan Adivasi Sangathan, Adivasi 
Mukti Sangathan and Khedut Mazdoor 
Chetna Sangath make the non-party political 
process in MP the most vibrant one in the 
country in terms of mass base, militancy and 
the formulation of alternatives to the 
prevailing forms of development and 
governance. In the 1993 elections not only 
did JanaklalThakuroftheChhattisgarh Mukti 
Morcha win defeating a previous Congress 
minister, but also in 11 other constituencies 
these organisations decided the winner. They 
bore the brunt of the repression unleashed 


by the Patwa government as they protested 
against its anti-people policies at a time when 
the Congress abdicated its responsibilities as 
the opposition party. The most terrible 
incident was the massacre of 17 members of 
the Chhattisgarh Mukti Morcha in a police 
firing in Bhilai. These organisations have as 
their members tribals, dalits, OBCs and poor 
Muslims and raise issues which have direct 
relevance to the livelihoods of these sections. 
Their militant action and legal activism has 
considerably democratised the functioning 
of the bureaucracy and forced the police and 
forest departments to respect human rights. 
Even though in electoral terms the non-party 
political process is still marginal it has a 
significant capacity to influence policy 
through lobbying. It is definitely going to 
play an important role in the uncertain political 
scenario that is emerging in MP. 

SK’s article on Muslims in electoral politics 
in MPdoes not qualify as a scholastic paper 
at all. Precisely because the Muslims form 
a very small segment of the population and 
are thinly spread out, detailed studies are a 
must for determining their electoral impact 
with any amount of authenticity. Under the 
circumstances SK’s attempt to test 
prcconcicved theories and advance 
generalised explanations of Muslim voting 
behaviour on the basis of paragraph long 
analyses of just five constituencies constitutes 
scholastic licence of the worst kind. Moreover 
as a close observer of the 1993 elections in 
Indore 1 find his assertion that the Muslims 
in Indore-Ill constituency took no part in the 
election preposterous. Indore-Ill constituency 
consisting of GwalToli, Juni Indore, 
Harsiddhi, Ranipura. Bombay Bazaar, 
Rajwada and Rambagh localities constitutes 
the heart of Indore and is in a sense the 
commercial and administrative hub of western 
Madhya Pradesh. It saw some of the worst 
rioting in the wake of the demolition of the 
Babri masjid because it not only has a 
substantial militant Muslim population but 
also the headquarters of the Madhya Bharat 
Chapter of the RSS. There were at the time 
of the 1993 elections some 20,000 Muslim 
voters and 18,000 brahmin voters in this 
constituency of 76,292 voters. Traditionally 
Mahesh Joshi of the Congress used to win 
on the strength of these votes but in 1990 
the communal propaganda of the BJP and 
the participation of Bala Beg as an 
independent sawGopikrishna Nema wresting 
the seat for the BJP. In 1993 the Congress 
fielded Anwar Khan to cash in on the angry 
Muslim vote. The Janata Dal fielded Anil 
Trivcdi a popular lawyer and social activist 
in the hope that he would be able to win by 
virtue of the Muslim-Brahmin combination 
that used to sec the Congress through 
previously and also by cashing in on the 
resentment among (he brahmins that a bania, 
Gopikrishna Nema, had begun dominating 
their area. The Muslims from Ranipura, which 


is the nerve-centre of Muslim society in 
Indore, came frequently to (he JD election 
office to assure Trivedi that they were with 
him and that he should spare no effort to 
garner the brahmin votes. When we sec thui' 
Anwar Khan eventually got 20,888 voles in 
the highly communaliscd atmosphere in 
which the election was fought, it becomes 
obvious that a substantial number ol‘ the 
Muslims must have voted lor him at the 
behest of their leaders who made a clever 
ploy to split the Hindu vote through Anil 
Trivedi (1,270 voles) that failed partly because 
of the intense communalisalion and partly 
because of bogus voting to the tune of 
anything between 6-8,000 votes resorted to 
by the BJP. The Bombay Bazaar locality is 
a busy commercial area and hale need be 
said about SK’s absurd claim that u wore 
a deserted look during the elections. 

Madhya Pradesh is not a natural linguistic 
state unlike bordering Gujarat, Mahai.ishtra 
or Orissa. It was constituted in 1956 tiom 
the lefivoters in central India alter the 
surrounding slates had had their pickings. As 
such it is a mistake to treat it a.s an unit tor 
pscphological analysis just because it has 
been artificially made into one. Demand lor 
separate stales of Chatlisg.iih, Bhihstun, 
Bundclkhand and Mahakoshul have already 
begun to be voiced. The Rajputs, Brahmin** 
and Banias who have benefit led from this 
artificial bunching oppose this breakup in the 
same way as they oppose the increasing 
awareness among the hitherto exploited 
sections. Thus the political scenario in M P 
is a bewildering admixture ol regional, ethnic, 
caste and class factors laced with an 
increasingly cohesive and calculating Muslim 
clement that cannot be understood in terms 
of traditional party politics, These changing 
terms of political discourse and practice have 
found expression in the 1993 assembly 
elections and subsequently in the pancliayat 
and municipal elections and also in the debates 
in the assembly More and more of the 
challengers to the established classes are 
taking to the streets and engaging in direct 
political action. The articles by CJ and SK 
show that they are unaware of these changes. 
Consequently they have not realised that 
standard methods of research and analysis 
applied by them have left them with distorted 
perceptions of reality. 

In this short discussion I have tried to 
enumerate the various influences and trends 
that have to be investigated and analysed in 
detail but have been forced to leave out 
women’s perceptions and voting behaviour 
because unfortunately there are po studies 
in this sphere and I lack the personal 
knowledge to be able to comment with any 
authority. I was astounded to find that none 
of the other articles in the set including the 
overview one by Yogendra Yadav show an 
awareness that women may be voting in an 
autonomous way. 
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international markets and radically different 
management styles. 


Styles that emphasise on quality of 
the highest order. That lay stress on beihg 
concerned on the customer's behalf, for 
his time and money. And that inculcate 
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Today, Colour-Chem is a Company that is 
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in domestic and foreign markets, and new 
horizons to conquer. 

We are confident that we will make it happen 
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Because ours is a relationship of equals. 
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High and Low Culture 

The arrival of the talkies in Tamil in the 1930s confronted the Tamil elite 
.with a challenge in that while they were involved in the cinematic medium 
in more than one way, they had to differentiate their engagement from that 
of the subalterns in order to retain their exclusive claim to high culture. The 
Tamil elite negotiated this challenge by deploying notions of realism, the 
ideology of uplift and a series of binaries which restored the dichotomy 
of high and low culture within the cinematic medium itself. 950 

Well Concealed 

The government's claim in the Economic Survey of having gained control 
over inflation by slowing down monetary growth does not stand scrutiny. 
While the consumer price index shows no reduction in the inflation rate, 
the slower rise in the wholesale price index turns out to have been 
agricultural prices led and so could not have been caused by aggregate 
demand shifts of any kind. In fact, the Indian economy has been 
characterised by repressed inflation. 926 

Stock Market Reform 

A review of the wide-ranging reform of the stock market over the past 
four years points to three areas of concern: persistence of non-competitive 
conditions in the market, excessive entry of new scrips and vulnerability 
of the regulatory authority to vested interests who are able to approach 
the government directly. 956 


Forests and People 

For the restoration of ecology and 
sustenance of forest resources, 
involvement of the adjacent 
beneficiary communities is vital. 

The experience of community-based 
forest management in Orissa 
holds major lessons in respect 
of institutional patterns, role of 
the state forest department and 
resolution of social conflicts 
arising out of equity and 
many other considerations. 968 


Health Insurance 

By preventing erosion of their 
already low incomes, a health 
insurance plan is also indirectly an 
income protection plan for the poor. 
What is more, an effective 
hospitalisation insurance plan for 
persons below the poverty line is 
by no means a pie in the sky. 944 


Save or Perish 

The developments of 1995-96 in 
the money market have brought 
out the stark reality of domestic 
savings being hopelessly unequal 
to the task of meeting the demands 
of the government and the 
corporate sector. 919 


Left in the Lurch 

While agriculture has performed well 
in recent years, there is nothing to 
suggest that economic reforms have 
had much to do with this. The interim 
budget for 1996-97 at any rate contains 
little for agriculture except increased 
food and fertiliser subsidies. 929 


Women in Politics 

The increase in women's numerical 
and participatory strength in Bihar 
politics vastly exaggerates their actual 
influence over the male-dominated 
political power structures 935 


Hidden Agenda? 

The report of the National Family 
Health Survey is significant not for 
the data it has collected but for its 
selective emphasis on data which 
support population control. 931 


Economic Genocide 

The Rwandan crisis has been 
presented by the western media as a 
narrative of human suffering while 
carefully omitting to explain tts social 
and economic roots, in particular the 
'restructuring' of the country's 
agricultural system. 938 










LETTERS TO EDITOR 


Employees' Pension 
Scheme 

TO protest against the compulsory imposition 
of the Employees' Pension Scheme, lakhs of 
workers in the city and elsewhere in the country 
had taken a pledge, a few months ago, that they 
would not vote for any politician or party 
which supported the Employees' Pension 
Scheme. This is the pledge: 

I.a worker of this great nation, hereby take 

a firm vow that never, never, shall 1 support 
or vote for the politician who supports or 
accords his silent approval or actually votes 
for the proposed highly detri mental Employees* 
Pension Scheme. 

Similarly. 1 also take a firm vow that never, 
never, shall I work for or support or vote for 
the political party which aids or accords a silent 
approval or votes for the proposed Employees* 
Pension Scheme which is so detrimental to the 
interests of workers and/or their families. . 
The time has come to redeem this pledge. 

We also appeal to all other employees, 
whether they are managers, officers, white or 
blue collar workers, to vote only for such 
candidates who do not belong to a party which 
supports the Employees* Pension Scheme. It 
is in the employees’ own interests to ensure 
the defeat of the bill when it comes up for 
approval in the session of parliament after the 
elections. If you do not help yourself, who 
will? 

Kiron Mehta 

Philips Employees* Union, 

Bombay. 

Drug Prices 

WE would like lo draw your aliention to a few 
errors in the Appendix table (products showing 
price rise more than 50 per cent) of Wishwas 
Rane‘s article ('Drug Prices* Sharp Rise after 
Decontrol', November 25,1995). These errors 
arc related to the prices of two of the Pfizer 
products, Tciramycin 250 mg capsules and 
Corex (60 ml) cough syrup. As per the article, 
during this period, there has been a price 
increase of almost 60 per cent for Terramycin 
250 mg capsules and 108 per cent for Corex 
(60 ml) cough syrup. However, a comparative 
analysis of the prices mentioned in this article 
and on the price list reveals a clear discrepancy 
as far as the September 1995 prices of the two 
products arc concerned. As per the price list, 
the retail price ofTerramycin 250 mg capsules 
in September 1995 was only Rs4.38 as against 
Rs 6 11 quoted in the article. Thus, there was 
u price rise of merely 14.66 per cent as against 
59.95 per cent as reported by Rane. 

The retail price of Corex (60 ml) as per the 
company's September 1995 price list is also 
lower than what lias been shown in the article. 
Perhaps Rane is not aware that the price of 
codeine phosphate! the main active ingredient) 
which is controlled by the central government, 
has increased by over 100 per cent in the past 
five years. The cost of other inputs had also 
risen sharply during this period. But they were 


not fully neutralised by the government while 
fixing price for Corex when it was under price 
control. Moreover, as a non-scheduled 
formulation, the trade margin on Corex has 
also increased from 16 per cent + 7 per cent 
to 20 per cent +10 per cent which further adds 
to its retail price. 

Richa Chandra 

Bombay 

More on Iodised Salt 

ACCORDING to S K Sharma (February 24), 
"The iodising chemical, being imported with 
huge drain of foreign exchange and currently 
being used, is potassium lodate while the right 
chemichl is potassium iodide .. potassium 
iodate is a poison... iodate is an unwanted by¬ 
product in the west..." According to WHO, 
"Average daily salt intakes vary from country 
lo country. Usually consumption levels are 
within the 5-15 g/day range for children and 
adults. No increase in salt consumption is 
called for. Rather the recommended level of 
salt iodisation should be adjusted to provide 
approximately 150 ug of iodine/day actually 
consumed taking into account usual climatic 
factors like heat and humidity which can affect 
retention of this element. WHO has provided, 
based on scientific research, recommended 
quantities of iodate to be added to salt under 
different climatic conditions" (WHO, Iodine 
and Health . Geneva, 1994). 

Although potassium iodide was first used 
in salt iodisation, the use of iodate is now 
recommended since it is more stable than 
iodide under varying climatic conditions. 
Because iodate, on ingestion, is very rapidly 
reduced to iodide, its use in iodinated salt is 
equivalent to iodide (WHO, ibid). Potassium 
iodide is cheaper but less stable. It is 
satisfactory only with highly purified salt in 
dry, temperate climates when the salt will be 
consumed within several months of production 


(This is not the case in India where salt pro¬ 
duced is consumed after several months and 
years.) "Potassium iodate is much more resistant 
to evaporation. lodate, rather than iodide, must 
be used with impure salt, when the salt is 
exposed to excessive heat and humidity or 
when the storage and transportation impose 
long delays before consumption" (A Practical 
Guide to the Correction of Iodine Deficiency, 
International Council for Control of Iodine 
Deficiency Disorder, Netherlands, 1990, p 35). 

S K Sharma also says, "Most of our iodine 
requirements are met through milk. meat, fish, 
vegetables, curd, etc". There is what is called 
ecology of iodine deficiency. Iodine occurs in 
the soil and the sea as iodide. Large amounts 
of iodine ore washed out from the surface soil 
by rain and snow and carried in the sea by 
rivers and floods The iodine in the atmosphere 
is returned to the soil by rain and the cycle 
is completed. However, the return of the iodine 
in the soil is slow and small compared to the* 
original loss and subsequent repeated flooding 
and soil erosion further aggravates the iodine 
deficiency in the soil and the food crops from 
such soil become deficient in iodine. Animals 
also suffer from iodine deficiency and the 
meat/dairy products also suffer from iodine 
deficiency as revealed by several researches 
conducted in Australia. 

Universal salt iodisation is, therefore, die 
only solution for us in India. In the last 50 years 
many countries in America, Asia. Europe and 
Oceania have successfully eliminated iodine 
deficiency through salt iodisation. Switzerland 
began its salt iodisation in 1922 and cretinism 
has been eliminated and goitre has disappeared/ 
while there has been negligible evidence of 
any adverse effects from iodine intake. Let us 
not politicise the salt iodisation programme in 
India by bringing in half-truths and false 
arguments. 

Manu Kulkakni 

Bhopal 
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The Prime Minister Says.. 

T HE prime minister says he is not corrupt, and he is an 
honourable man. If the allegations against hint were real, 
the prime minister further says, he would not have stayed on. 

The prime minister has put his countryfolk in a major 
predicament. The allegations against him are of course 'real’ 
since these have already been posted; all he can claim is that 
they are not true. Such a supercilious debate over semantics 
*,need not detain us. The prime minister's statement has a much 
graver implication though. The prime minister does not at all 
refer to the issue of the modality to decide whether the 
allegations against him arc genuine or otherwise. Is he himself 
to decide.on the quality of his integrity or is the nation's 
judiciary to have the ultimate say in the matter? In fact, the way 
he has put it, it is as if the judiciary does not come into the 
picture at all; whether he is venal or otherwise is a private 
matter to be settled by his conscience and his judgment; as of 
now he docs not feel corrupt, therefore he is not resigning 
office; and he leaves the issue tantalisingly in the air what 
would happen if the verdict of the nation's judiciary came into 
conflict with his private judgment. 

This question has to be raised in view of the Supreme 
Court's latest comments on the progress of the Chandraswami 
case. The court has been exasperated beyond words at the 
Central Bureau of Investigation's reluctance to speed up the 
investigations into the umpteen allegations against this 
acknowledgedly sleazy character. At least in the case of one 
allegation, that involving the St Kilts affair, the prime minis* 
ter's involvement has been directly alluded to. The CBI and 
other official agencies charged with the responsibility of 
probing the allegations, the Supreme Court has concluded, 
have been consistently dragging their feet over the investiga¬ 
tions, so much so that the judges have gone on record that the 
investigating agencies have been acting ‘in the manner they 
were expected to' by their political masters. The judges were 
obviously angry and, according to their judgment, for perfect¬ 
ly good reasons. The Supreme Court, they have warned, 
would not sit idle if nothing was done by the government 
agencies in the case: "In such a situation we may have to 
record a finding that there appears to be an impasse in the case 
notwithstanding the calibre of the investigating team and that 
this was a situation which showed that the machinery had been 
brought to a grinding halt." 

The judges have hinted that, as the next step, they could 
consider relieving the CBI and other government agencies of 
the responsibility for the cases against Chandraswami and ask 
an external body to take charge of the investigations. For the 
present, the judges have not spelled out the identity of this 
agency or the manner it would be expected to function. That 


does not still reduce the seriousness of the crisis to the national 
polity brought about by the head-long clash between the 
judiciary and the executive. If some substantive issues of 
principle were involved, which compelled the executive to 
stonewall the directives forthcoming from the judiciary, the 
confrontation could have been invested with the mark of 
respectability. It is however no such thing: it is a mere matter 
of government agencies dragging their feet in order to protect 
a seedy, shady character who obviously has strong political 
connections. 

The Supreme Court's remarks, coming in the wake of its 
decision to ask the CBI to report directly to it, and it only, on 
the ‘hawala* case and not to seek the advice and counsel of its 
political masters would perhaps have led to a few ministerial 
resignations in case it were a different sort of a democratic 
republic. Such an eventuality could not be ruled out in this 
country itself had the episode taken place 30 or 40 years ago. 
For reasons that need not be speculated upon at this particular 
moment, the prime minister has little faith in the nation's 
highest judiciary and the latter has no difficulty in returning 
the compliment. In such a conjuncture it is possible to envis¬ 
age a situation where the Supreme Court reached a judgment 
on the quality of the prime minister's integrity which would 
suggest that he, the prime minister, should immediately vacate 
office. The prime minister himself might choose to demur; he 
might continue to insist that notwithstanding the Supreme 
Court's verdict, he refused to accept the point of view that he 
was corrupt and therefore there was no question of his quitting 
office. An acute constitutional crisis would then be unavoid¬ 
able. 

It could be that the outcome of the impending polls would 
be such as to ensure that the crisis falls by the wayside. But 
suppose a fairy talc ending of this sort is denied to us; the air 
would then continue to be heavy with both suspicion and 
acrimony. There is however an instrumentality which has, 
through the epochs, got known as the bar of the public. Would 
the prime minister, in one of his interactions with the press in 
the course of the forthcoming weeks, agree to respond, 
categorically and unambiguously, to the following set of 
questions: (a) did he, in the first week of October 1989, visit 
New York to lead the countrydelegation at the annual 
session of the United Nations General Assembly; (b) did he, 
during that stay, summon our consul-general in New York to 
his hotel room; (c) did he instruct the consul-general to 
authenticate copies of certain documents to be produced by 
the notorious Chandraswami or any of the latter's henchmen 
without insisting that the originals of the documents be 
produced for his verification? 
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Simple questions that should normally 
evoke straightforward answers. But the prime 
minister might choose to ignore them, as he 
ignored the query from the press on the 
nature of his acquaintance with the sup¬ 
posed god man. An altogether different 
scenario is at least conceivable. The prime 
minister might admit that he did indeed 
make that illegitimate, unlawful request to 
the consul-general, but he did so on the 
instructions of the then prime minister. One 
has come across the concept of 'transferred 
epithet*, but transferred responsibility’ 
would be a totally different kind of animal. 
And our prime minister would go down in 
history as the personality who innovated the 
doctrine that since he did not feel guilty, he 
was not guilty. 

EXTERNAL BORROWING 

Lure of Sovereign Bonds 

THE bureaucracy in the finance ministry is 
reponed to be preparing the ground for a 
sovereign bonds issue in the international 
securities market after the elections. The 
government is apparently underpressure from 
foreign merchant bankers and, at their be¬ 
hest. from some Indian companies and busi¬ 
ness groups to agree to foreign borrowing of 
this type. The arguments being advanced for 
issue of sovereign bonds arc, first, that the 
government should get a feel of the market 
and, second, that such borrowing would help 
set a benchmark rate against which interna¬ 
tional lenders could price the commercial 
borrowings of the Indian private sector. The 
bureaucracy is no doubt also looking for an 
easy solution to the shortage of liquidity 
constraining the economic reforms. The do¬ 
mestic saving rate remains low and the in¬ 
flows from foreign institutional investors are 
proving to he fickle. The idea, therefore, may 
be to open another avenue to tide over the 
domestic resource shortage. 

The re-emergence of slackness in economic 
activity in the industrial countries and the 
reduced demand for funds there, reflected in 
the easing of long-term interest rates, is a 
strong push factor. The latest BIS review 
notes that in the early part of 1996 
international banks wereawash with liquidity» 
and there was a borrowers' market in 
syndicated loans. A similar situation, it may 
be recalled, obtained in the 1970s and early 
1980s when many Latin American countries 
were induced to borrow recklessly, paving 
the way lor the ignominy of debt crisis, 
repudiation and rescheduling. Further, the 
few Asian countries which had borrowed 
internationally through sovereign bonds have 
begun to retire such debt. Thus China's 
sovereign debt, which had shot up from 
S 4.2 bn in December 1992 to $9 bn in 
December 1994, came down to $ 8.5 bn by 


December 1995. South Korea and Malaysia 
too have reduced their exposures from 
$ 2.3 bn to $ 2.1 bn and $ 3.9 bn to $ 2 bn, 
respectively. 

From whatever angle one looks at it - the 
purposes for which the borrowed funds would 
be used, t^p country’s fiscal situation and its 
debt profile, the macro-economic impli¬ 
cations of such borrowing - recourse to 
sovereign debt would be extremely ill- 
advised. In effect the government would be 
using costly foreign funds to finance its 
revenue deficit. The fiscal situation, despite 
considerable retrenchment of productive 
public expenditure, remains fragile, with 
consumption expenditure gaining at the cost 
of capital formation. Interest payments alone 
eat up near one-half of the government's 
current receipts. Given this fiscal profile, the 
international bond markets are bound to 
pitch coupon rates very high. 

The country’s external indebtedness and 
debt service obligations will figure pro¬ 
minently in the market’s assessment of risk 
and creditworthiness. India’s external debt 
was $99 bn at end of March 1995 and the 
subsequent decline to $93.84 bn at the end of 
September 1995 was largely the result of the 
appreciation of the dollar vis-a-vis other 
currencies. The debt service burden has 
correspondingly gone up from $8.2 bn in 
1991-92 to $12 bn in 1995-96. Against this 
background, the international bond market 
is unlikely to show India any favours in 
regard to the terms of bond issues. The 
persistent refusal of leading efedit rating 
agencies such as Standard and Poor and 
Moody's to upgrade India’s rating to 
investment grade is a good enough indication. 
So any benchmark established via the 
sovereign bonds route is unlikely to be of 
any help to private sector companies when 
they float bonds abroad. 

In assessing the cost implications of 
sovereign borrowing for the budget, apart 
from the nominal rate of interest the likely 
depreciation of the rupee has to be taken into 
account. As per the budget papers, the book 
value of external debt was Rs 54,847 crore or 
5.7 per cent of GDP at the end of March 
1996, whereas external liabilities valued at 
current exchange rates were three times as 
large at Rs 1,47,366 crore (14.1 per cent of 
GDP). 

If Pakistan and China could issue sovereign 
bonds, it may be asked, why not India? The 
cases of these two countries are in fact poles 
apart. While Pakistan has been ensnared in 
IMF-World Bank conditionalities in their 
severest form by being forced to take recourse 
to the extended fund facility (EFF) and the 
enhanced structural adjustment facility 
(ESAF), China has pursued a relatively 
cautious policy in its external borrowing. A 
recent IMF study on China has remarked 
how "prudent debt management and 


improved monitoringcapabtlity have served 
to limit the ratio of total debt outstanding to 
GNPtoabout 16percentin lg92’Mthas also 
noted that China's debt service ratio has 
remained much below that of most other 
developing countries. China's decision to 
approach the international bond market 
through sovereign bonds has also to be seen 
against the fact that it has few private sector 
companies capable of borrowing abroad 
commercially. This is certainly not the case 
with India. 

The BIS data also show that it is only 
countries which have built up impressive 
external reserves positions which have 
enjoyed favourable terms for issue of 
government and state enterprise bonds. 
China, for example, had an external debt ot 
$ 92.8 bn but also foreign exchange reserves 
of $ 51.6 bn and a current account surplus of 
$ 13 bn in 1995. Similarly, Malaysia had a 
debt of $ 25.2 bn but also foreign exchange 
reserves of $ 25.4 bn. It is not a coincidence „ 
certainly that these countries have boasted 
domestic saving levels of nearly 40 percent 
of GDP against India’s 20-22 per cent. 

MADHYA PRADESH 

BJP’s Gain 

AFTER being reduced to insignificance ir 
the two populous northern states, Uttai 
Pradesh and Bihar, Madhya Pradesh is the 
only major state in the north where the 
Congress can hope for a reasonable perfor¬ 
mance. But the recent disclosures in the * 
‘hawala’ scam implicating all the nation! 
level Congress leaders from the stale - 
Madhavrao Scindia, V C Shukla, Kamalnath 
and Arvind Nctam - has jeopardised the 
party’s prospects. 

In the state assembly elections of 1993 the 
main factions within the state Congress ha<j 
put aside their differences and succeeded in 
defeating the BJP. Since then Aijun Sing* 
has broken with the Congress and formed hii 
rival Indira Congress. And with Madhavrac 
Scindia, after having been denied th< 
Congress ticket, deciding to contest the 
elections as an independent, groupism withu 
the party threatens to take its toll. The def an 
stand of Scindia and the popularity he enjoys 
in his constituency, Gwalior, is likely w 
affect Congress campaigning in the adjoining 
areas: V C Shukla too attempted a similar 
show of strength in his constituency, Raipur 
but could gather a miserable 15,000 people 
Moreover, a high court verdict set aside hu 
election in the 1991 Lok Sabha polls whicl 
he had managed to win by a slender margii 
of 959 votes. Though Shukla has nominal 
his close aide, Dhanendra Sahu, to conics 
the elections, the discontent over Shukla'! 
performance will make it difficult for tfo 
Congress to retain the seat. 
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Kamalnath and Arvind Netam, the two 
other Congress leaders, also proceeded to 
file their nominations as independent 
candidates. The decision of the Congress 
central leadership to expel Scindia, 
Kamalnath and Netam forcontesting against 
the official Congress candidates threatened 
to spell doom for the party, raising the 
prospect of a strong Scindia-Kamalnath* 
r Arjun Singh axis and even endangering 
Digvijay Singh's government which survives 
on the support of MLAs owing allegiance to 
these leaders. Though this disaster has been 
avoided by the Congress decision to field the 
wives of Kamalnath and Netam from 
Chhindwara and Kanker constituencies 
respectively, the challenge of Arjun Singh 
remains. Singh, who also has been charged 
inthe ‘hawala’ scandal,is banking on regional 
issues, like the neglect of tendu leaf pluckcrs 
by the state government, to refurbish his 
dmage. In his days of chief ministership, he 
had started co-operative societies of tendu 
leaf pluckcrs replacing the contractor system. 
Singh, who has a hold in Vindhyachal and 
Chhatisgnrh. is expected to divide Congress 
votes in these regions. 

'Pie BJP ran expect to enhance its position 
despits its lacklustre performance as an 
opposition party. The BJP cannot make 
corruption an election issue in the state as 
KailashJoshi, ex-chicf minister, is alleged to 
be involved in the ‘hawala’ case. Yet, given 
the very small difference in the voting 
percentages of the Congress and the BJP, the 
‘Matter*s chances are bound to improve because 
of the dissensions in the Congress. 

DRUG INDUSTRY 

On the Roll 

FOR the first lime in long years the inter¬ 
national pharmaceutical industry is finding 
great opportunities in India. As the chairman 
of Glaxo India enthusiastically pointed out in 
his speech at the annual general meeting 
earlier this week, Indian industry has been 
"liberated from 40 years of rigid regulation 
and has to lace international competition". In 
order to do this, it is 'inevitable* that the 
process of consolidation which has become a 
generalised phenomenon in the world phar¬ 
maceutical industry will soon begin to take 
place in India, even among Indian companies. 
More Indian companies will come forward to 
"acquire their smaller competitors and take 
the first steps to building up their size so that 
they can take on global competition**. 

Within this new climate obviously being 
seen as 'favourable' by the MNCs, a major 
issue of concern is research and develop¬ 
ment. U is clear that R and D and the creation 
of the right 'environment* for research in 
India are going to be the focus of attention. 
The Glaxo chairman’s speech, for instance. 


points out why it is desirable for MNCs to 
conduct research in India, viz, firstly, the 
cost advantage -not only is infrastructure 
cheaper, but it is possible to attract “Indian 
scientists of international calibre** from “USA 
for a fraction of their cost in the US*’. 
Secondly, there is the growing market - the 
sizeof the market in the developing countries 
is put at $ 3 bn. “The market for pharma¬ 
ceutical products in India has been growing 
at over 10 per cent per annum...although the 
per capita income of 950 million Indians is 
only just over $ 300 per annum, there arc 
over 50 million Indians who can afford 
western type costs of drugs and this number 
is growing fast. This is almost approaching 
the population size of some of the western 
European countries like UK, Italy, etc.*' 
Thirdly. R and D in India is more relevant 
“because many of the diseases prevalent here 
are not the same as in the west.*’ Therefore, 
creating a base in India lorresearch in tropical 
diseases tor the whole global market is a 
worthwhile proposition especially when 
combined with the possibility of coupling it 
w r ith indigenous systems. This would be on 
the lines of what international companies are 
doing already in China. And lastly, unlike in 
the US, the UK or China, health care 
expenditure in India is not predominantly 
funded by the stale or insurance companies. 
"The freedom for individual companies to 
market their products competitively to the 
consumers hence far greater than in countries 
where disbursement by government or 
insurance agencies can be an intervening 
factor." 

There is of course a major advantage of 
establishing an R and D base in India, not 
directly mentioned by the chairman, which 
is that the pharmaceutical industry is being 
confronted by increasingly stringent safely 
and efficacy conditions for new products 
developed in the west and intended for 
western markets. As the speech points out at 
the outset, it may lake 12 years and an 
investment of $ 300 mn for a drug to come to 
the stage of FDA approval - of 10,000 new 
substances examined only one may finally 
get approved for marketing. In third world 
countries like India with their demonstrably 
inefficient and corrupt drug control 
authorities, it would he relatively easy to 
obtain licences for marketing. And then 
even if the drug is not approved and regis¬ 
tered by, say, the US FDA. it can still have a 
market in third world countries. This is also 
the reason why any attempt to streamline 
drugs control mechanisms in these countries 
have had to run the gaunt let MNC opposition, 
as has happened in Bangladesh and the 
Philippines. 

A point that both the Glaxo chairman's 
speech and generally any discussion on the 
issue of encouraging pharmaceutical R and 
D ignores is that the number of relevant. 


ethical and efficacious drugs which have 
come into the market in the past few decades 
is only a small proportion of the huge array 
of new drugs which have mostly seen either 
cosmetic changes or, worse, arc irrelevant 
and unethical combinations of previously 
used relevant drugs, or in other words 'me- 
too* products. It would be interesting to sec 
just how much investment is made on these 
drugs vis-a-vis the really new therapeutic 
preparations A relevant criticism the Glaxo 
chairman* s speech offers must be noted with 
regard to the low output of research institutes 
in the country. But whether the answer lies in 
loosening government controls is a moot 
question. 

Further, comparisons bet ween the pharma¬ 
ceutical industry's R and D - its quality, 
quantity and profitability - with that of other 
industries is hardly relevant. For one thing, 
ethicality has to be given greater weightage 
in the pharmaceutical industry than in any 
other. An unethical or even irrelevant 
pharmaceutical product can cause greater 
harm than a similar product of any other 
industry. For another, the most important 
factor motivating research in the pharma¬ 
ceutical industry cannot be profit, but the 
possibility of curing a disease or relieving 
suffering. In that sense the industry is more 
bound by the values of the welfare sector 
than by those of industry. And this is in tact 
why in the past there has been a move to 
include the pharmaceutical industry within 
the purview of the health ministry rather than 
the industries ministries, which is (he case in 
many developing countries. 

The Gl;. xo chairman's speech is an 
indicator of things to come and if the Indian 
health sector, which interestingly the MNCs 
recognise as having less to do with the state 
than with 'individuals’, docs not protect its 
interests and those of its users, in terms of 
strengthening norms and regulations on the 
price and pattern of products in the market, 
globalisation can have only an intensely 
negative impact. 

FOREIGN TRADE 

Danger Signals 

AS more detailed evidence of India's trade 
performance in 1995-% becomes available, 
three aspects of that performance give cause 
for concern. First, the trade deficit shows 
signs of rising fast and is now estimated at 
close to $4.7 billion for the Financial year as 
a whole, compared with just $2 billion in 
1994-95. This widening of the trade balance 
has occurred, despite a robust growth of 22.4 
per cent in the dollar value of exports during 
the first 10 months of the year, because 
imports have been growing at close to 30 per 
cent in the wake of the recovery in industrial 
growth. Second, the growth in imports is due 



to commodities in whose case recourse to 
foreign supplies are bound to rise even further. 
During April-January 1995-%, petroleum 
products, machinery, transport equipment 
and project imports accounted for41 percent 
of total imports. Add to this the imports of 
pearls and precious stones needed for gems 
and jewellery exports and imports of 
intermediate chemicals under the liberalised 
regime, and the figure moves to well above 
half the total. Of these, imports of petroleum 
products are estimated to rise sharply next 
year, since domestic production has stagnated 
while domestic demand for POL and products 
is slated to rise sharply. The recent 
liberalisationofCKDimports of automobiles 
wou Id raise i mports in the transport equipment 
area as well. And the clear post-liberalisation 
shift away from domestic to imported capital 
goods and intermediates is likely to push up 
capital goods and chemicals imports. Thus 
import growth appears to be structurally 
linked to the strategy of development and 
would burgeon with growth, so that any 
adjustment of the trade balance under the 
current strategy must occur through a faster 
growth of exports. 

It is however in regard to export growth 
that the available evidence is most dis¬ 
concerting. Almost a fifth (18 percent) of the 
increase in dollar export value during April- 
January 1995-96 compared with the cor¬ 
responding period of the previous year was 
due to exports of non-basmati rice, whose 
presence in India's export basket in the 
previous year was negligible. Not sur¬ 
prisingly, this commodity came to account 
for 20 per cent of the total exports of 
agricultural and allied products, which 
contributed 18 per cent of total exports and 
registered a growth of 36.7 per cent during 
the April-January period. This compares more 
than favourably with India’s traditional 
leading export-earners: gems and jewellery 
(share 17 per cent and growth 20.6 per cent), 
textiles (14 per cent and 17.6 per cent), 
ready-made garments (growth 14.7 per cent) 
and mining and minerals (4 per cent and 26 
per cent). 

Thus while traditional exports have 
maintained their relatively good performance, 
the spur to export growth has come csscnt iaJly 
from the agricultural sector in general and 
non-basmati rice in particular. This has two 
implications. First, the country's export 
performance, which contributed to partly 
financing its liberalisation-led import splurge, 
is explained by a set of commodities, old and 
new, which arc not the primary beneficiaries 
of the import splurge itself. On the other 
hand, items like electronic goods and 
chemicals and plastics, which are libera¬ 
lisation beneficiaries and which registered 
high post- devaluation export growth rates 
from their relatively low base values, still 
account for just 7.5 percent of total exports. 


That is, the notion that import liberalisation 
provides the wherewithal for an export thrust 
is not borne out even five years into the 
reform programme. 

Second, the government's ability to 
manage its balance of payments stems from 
the fact that rising food stocks combine with 
a relatively slow rise in per capita food 
availability. As has been pointed 

out by a group of Left economists recently, 
the large stock of foodgrains with the 
government offers an opportunity to extend 
the benefits of growth to the poor by being 
put to use in food-for-work programmes 
which would create social and productive 
infrastructure in the rural areas. "Combined 
with agrarian reforms that restore incen¬ 
tives and encourage efforts at creating and 
maintaining rural infrastructure, food-for- 
work and cash-for-work programmes can 
have a significant impact on income 
generation in rural areas." This is the only 
way, in the view of these economists, to deal 
with a situation where hundreds of millions 
are hungry while food stocks accumulate 
with the government because purchasing 
power among the poor is low and has been 
cut sharply through a deliberate jacking up 
of issue prices of foodgrains under the public 
distribution system (by as much as 80 per 
cent in the last five years). The present 
government obviously thinks otherwise. It 
has sold grain in the open market to keep 
prices down in an election year. It has also 
diverted large quantities of rice to the export 
market to create the illusion that I ibcralisalion 
has helped manage the balance of payments, 
making the poor pay thereby for the foreign 
exchange profligacy of the well-to-do. If this 
trend persists, the country’s fragile food 
security is definitely under threat. 

SRI LANKA 

A Step Back 

THE Chandrika government’s decision to 
extend the state of emergency throughout the 
island gives it greater manoeuvrability vis-a- 
vis the conflict in the north and east. It also 
allows an opportunity for the government to 
postpone local elections scheduled for June 
this year. While undoubtedly the present 
government has done more towards resol¬ 
ving the ethnic conflict, it has also perhaps 
lost some support among people in the rest of 
the island. The devolution package with all 
its problems has great possibilities, but the 
kinks need to be ironed out. This is possible 
only if the concerned groups come together 
to talk. With the LTTE rejecting the proposals, 
no other Tamil party has had the courage to 
accept it wholeheartedly. 

Meanwhile Chandrika's 'war for peace' 
offensives have driven out the LTTE from 
large areas in the north and the focus of the 


conflict has moved to the east. As many 
observers have pointed out, it is becoming 
increasingly difficult for this security forces 
tocontain the LTTEoffensi ves and efforts to 
regain captured areas. Moreover, the LTTE 
has given notice of enlarging the area of its 
offensive with the Colombo blast which has 
done grave damage to the country *s economy. 
This ostensibly is why the Chandrika 
government has extended the state of 
emergency to the entire country. 

However, all this effort on the northern 
front has diverted the government’s attention 
from developmental issues. It is a fact that 
the low growth of the economy and the high 
spending on arms have had their impact on 
sectors such as power. The severe power 
crunch, whose effects could have been 
mitigated by better planning, has in fact been 
made worse by giving in to populist demands, 
of which the one for full TV coverage of the 
World Cup matches was perhaps the most 
trivial. According to analysts, this has eaten 4 
into crucial hydro power generating capacity 
which could have tided the country over the 
summer months. All this would certainly 
have influenced the outcome of the June 
local elections which are now more than 
likely to be postponed. This is why the UNP 
voted against the extension of the emergency 
in parliament although it won support from 
the Tamil parties. By and large Chandrika's 
government has struggled against great odds 
to initiate moves which strengthen the 
democratic base of the system.The devolution 
package, for instance, gives greater opportu¬ 
nity than ever before for all regions, not only 
the conllict-al fected ones, to implement social 
and economic measures most suited to local 
conditions. Against this, the extension of the 
emergency for what appears to be flimsy 
reasons is particularly damaging. And the 
postponement of the June elections will only 
make matters worse. 

The support of the Tamil parties lor such 
a measure is an outcome of their ambivalent 
attitude to the resolution of the conflict in the 
north. There are genuine difficulties, the 
least of which arc related to security, in the 
way of the Tamil parties moving forward to 
a preliminary acceptance of the devolution 
package. Even so, unless there is an end to 
the violence, little can be achieved in terms 
of autonomy and the rehabilitation of the 
Tamils in the mainstream. 


Subscription Numbers 

Subscribers are requested to 
note their Subscription Numbers 
mentioned on the wrappers and 
quote these numbers when cor¬ 
responding with the circulation 
department. 
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CURRENT STATISTICS 


EPW Research Foundation 


The annual inflation rate in 1995*96, based on WP1 was 4.9 per cent. Deposits of scheduled commercial banks grew by 13.9 per cent in 1995-% 
(16.4 per cent in 1994-95) and credit by 22.1 per cent (23.2 per cent). Net RBI credit to the centre in 1995-96 rose by Rs 18,725 crore(Rs 2,641 
crore). As a result, despite slower deposit growth, M, grew by 14.8 per cent (17.7 per cent). Foreign exchange reserves (excluding gold) stood 
at $ 17.1 billion at year-end, rising by $ 1.2 billion in the last month. All major stock indices gained marginally in the first week of 1996-97. 

Macroeconomic Indicators 


Index Numbers of Wholesale 


Alt Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel. Power. Light and Lubncants 
Manufactured Products 
Fbod Products 
Food Index (computed) 

All Commodities (Average Basis) 
(Apnl-Mar 23. IW6) 


Weights Mar 23, _ Variation (Per Cent): Point-to-Point _ 

1996 Over 1995-96 1994-95 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 
Month 


100.0 

299.1 

0.5 

49 

10.4 

10.8 

7.0 

13.6 

12.1 

9.1 

5.7 

32.3 

308.5 

1.4 

5 7 

12.7 

11.5 

3.0 

15-3 

17 1 

64 

0.0 

17.4 

344,3 

2.1 

97 

11.9 

4.4 

5.4 

20.9 

189 

2 1 

3.6 

10.1 

320.2 

0.5 

- 1 1 

15.5 

24 9 

-1.4 

8.1 

19.3 

13.4 

-6,6 

10 7 

284.4 

0.0 

0 1 

2.4 

13.1 

15.2 

13.2 

144 

6 3 

4.7 

57.0 

296.5 

0 1 

S.4 

10.7 

99 

7.9 

126 

8.9 

111 

9.0 

10 1 

273 4 

-0.9 

0 3 

8 1 

12.3 

6.8 

10.2 

13.2 

129 

4.9 

27.5 

318.3 

1 1 

6.6 

10.6 ' 

7.0 

5.8 

17 1 

169 

5.7 

40 

100.0 

295.6 

- 

7.7 

10.9 

8.3 

10.1 

13 7 

10.3 

7.4 

7.5 


Cost of Living Indices 


Industrial Workers (1982=100) 

Urban Non-Man Emp (1984-85= 100)* 
Agn Lab (July 60 to June 61=100) @ 


Latest Variation (Per Cent): Point-to-Point 

Month Over liver 12 Months Fiscal Year So Far 1994-95 1993-94 1992-93 1991-92 
Month Latest Previous 1995-96 1994-95 


8.6 

9.8 

7.8 

9.0 

97 

9.9 

6 i 

10 3 

9.9 

5.7 

5.4 

99 

8.3 

6.8 

76 

10.8 

6.9 

10 0 

10.6 

116 

0.7 


(rf Derived based on linking factor between old and new series (1986-87=100) 


Money and Hanking (Rs crore) 


Money Supply (M,) 

Currency with Public 
Deposits with Banks 
Net Bank Credit lo Govt 
Bank Credit lo Conunl Sector 
Net Foreign Exchange Assets 
Reserve Mune> 

Net RBI Credit to Centre 
Ad hoc Treasury Bills 
Scheduled Commercial Banks 
De posits 
Advances 

Non-Food Advances 
Investments 

All i 


Mar 15 



Fiscal Year Variation 


1996 

Over Month 

1945-96 

1994-95 

1993-94 

1992-93 

587568 

9220(1.6) 

75827 04.8) 

76836 07.7) 

73010(20.2) 

42752 03 4) 

120999 

2007(1.7) 

18177(17.7) 

19255(23.0) 

14178(20.4) 

7251 (117) 

461212 

5642 (1 2) 

55365 03.6) 

56375(16.1) 

58246 (20.0) 

36750(14.4) 

254202 

5800(2 3) 

.33523 05 2) 

17004(8.3) 

31144(18.1) 

9914(6.1) 

331235 

4128(1.3) 

50873(18 1) 

43237 08.2) 

21797(10.1) 

28234 05.1) 

76645 

765 (1 0) 

4770 (6.6) 

22112(44.4) 

27924 0 27.9) 

3634 (20.0) 

185072 

2278 0.2) 

16516(9.8) 

31151 (22.7) 

34787(33.9) 

607 (0.6) 

119223 

.3046(2.6) 

18725(18.6) 

2641 (2.7) 

3279 (3.5) 

-2701 (-2 8) 

33710 

1140 

10230 

1880 

1750 

6300 

4I764S 

5611 0 4) 

50947(13.9) 

51566(164) 

47985(18.0) 

36389(15 8) 

247444 

3646 0.5) 

44751(22 1) 

38275 (23.2) 

13364 (8.8) 

25462 (20.3) 

236894 

3968 0.7) 

4735 V( 25.0) 

36028 (23.5) 

9200 (6.4) 

23389 09 3) 

162533 

2123 0.3) 

14669(9.9) 

15341 (116) 

26978 (25.6) 

15349 0 7.0) 


monetary and banking data presented here are based on Last Reporting Friday figures 


53315(20.1) 
9090(17 1) 
42370 (200) 
22418(16 0) 
15325(8.9) 
9533 (109.9) 
14232(16.2) 
8431 (9.5) 
6445 

38216(19.8) 
9291 (8.0) 
9127 (8.2) 
15131 (20.2) 


Index Numbers of Industrial Weights 
Production (1980-81=100) 


Fiscal Year So Fa r__ 

1995 % 1994 % 1994-95 


_ Average for Full Fiscal Years _ 

1993-94 1992-93 1991-92 1990-91 1989-90 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


100.0 2828 267.3(117) 2394(9,S) 2506(8.4) 231,1(56) 218.9(2.3) 213.9(0.6) 212.6(8.2) 196.4(8.6) 

11.5 263.0 245 2(8 5) 2260(7 5) 245 K<6.3) 231.2(3 4) 223.7(0.6) 222.5(4.5) 221,2(6.3) 2116(7.9) 

77 1 278.5 260 8(12 5)231.8(10 I > 241.8(8.8) 222 3(5.5) 210 7(2.2)206.2<-0.8) 207.8(8.9) 190.7(8.6) 

114 332.0 333 5(9 7) 304.1(7 8) 314.6(8.5) 290.0(7.4) 269.9(5.0) 257.0(8 5) 236.8(7.8)219 7(10.9) 


Capital Market 


BSE Sensitive Index (1978-79=100) 
National Index (1983-84=100) 
BSE-200 (1989-90= 100) 

NSE (Nov 3-21. 1994=100) 
SkindiaGDR Index (April 15.1994) 


February C-„-■,,— 

Foreign Trade 1996 1995-96 \S 


Apr 05. 
1996 

Month 

Ago 

Year 1996-97 So Far 1995-96 So Far 
Ago Trough Peak Trough Peak 

End of Fiscal Year 

1995-96 1994-95 1993-94 

3444(0.1) 

3345 

344(8-9.8) 3367 3444 

2826 

3584 

3367(3 3) 

3261 (-13.7) 

3779(65.7) 

I583M.7) 

1549 

166K-I0 1) 1549 1583 

1304 

1691 

1549(-3.5) 

I606(-12.2) 

1830(79.2) 

357KS.9) 

345 

379(~17.6) 345 357 

289 

385 

345 (-6.3) 

368C-I8 2) 

450(92.3) 

81(1.4) 

76 

80 78 82 

63 

83 

78M.3) 

79 

- 

79(-2.7) 

7b 

82 79 80 

61 

91 

79)1.3) 

78 

- 


Exports: Rs crore 9604 94141(29.1) 

US 5 inn 2621 28218(21.4) 2324 

Imports: Rs cron: 10252 108488(38.0) 7863 

US $ inn 2799 32519(29.8) 2506 

Non-POL US Smn 2192 26145(31.0) 1995 

Balance of Trade: Rs crore -649 -14347 

US Smn -177 -4300 


Mar29. Mar 31, Mar3L 
Foreign Exchange Reserves 1996 1995 1994 

(excluding gold) 


Rs crore < 

US Smn 


1995-96 


72943 (17.3) 
23248(17.3) 
78635 (23.3) 


82330(18.4) 

26233(18.3) 

88705(21.8) 


25063(23.2) *28251(21.7) 
19954(31.7) 22538(29.1) 


1993-94 1992-93 1991-92 1990-91 


69547(30.4) 53688(21.9) 44042(35 3) 32553(17.6) 

22173(20.4) 18537(3.8) 17866 (-1.5) 18143(9 1) 

72806(15.7) 63375(32.4) 47851(108) 43193(22.0) 

23212(6.8) 21882(12.7) 19411 (-194) 24073(13.2) 

17456(10.6) 15782(12.3) 14047 (-22.2) 18045(3 1) 

-3259 -9687 -3809 -10640 

-1039 -3345 -1545 -5930 


_ Variation Over 

Fiscal Year So Far 1994-95 


1993-94 


1 66028 

47626 

4109 

-5< 

) 20816 

15176 

1167 

-3< 


n 

-5977 

18402 11 

18 

-3688 

5640 ! 


915 











The Week's Companies 

(Rs lakh) 


Financial Indicators 

Arvind Mills 

Madras 

Cement 

East India 
Hotels 

March 

1995 

March 

1994 

March 

1995 

March 

1994 

March 

1995 

March 

1994 

1 ncome/approprlaiions 

1 Net sales 

58378 

39640 

29404 

23793 

27362 

20893 

2 Value of production 

62356 

41134 

29272 

24032 

27362 

20893 

3 Other Income 

2871 

1548 

421 

242 

1405 

1273 

4 Total income 

65227 

42682 

29693 

24274 

28767 

22130 

5 Raw materials/stores and 

spares consumed 

32355 

18767 

3599 

3332 

2572 

2333 

6 Other manufacturing expenses 

6162 

4981 

9348 

8521 

2140 

2742 

7 Remuneration to employees 

4726 

3509 

1172 

985 

4610 

4072 

8 Other expenses 

9004 

5964 

6394 

5975 

9466 

4900 

Operating profit 

12980 

9461 

9180 

5461 

9979 

8083 

|o Interest 

804 

129 

1616 

1733 

1750 

2373 

It Gross profit 

14817 

10409 

7631 

3765 

6238 

5704 

12 Depreciation 

4224 

3100 

1902 

1721 

1068 

904 

13 Profit hejore tax 

10593 

7307 

5729 

2044 

7170 

4568 

14 Tax provision 

0 

2 

0 

0 

1200 

407 

15 Profit ajter tax 

10593 

7305 

5729 

2044 

5970 

4161 

16 Dividends 

3977 

2412 

484 

218 

1290 

1025 

17 Retained profit 

6616 

4893 

5245 

1826 

4680 

3136 

Liahillties/assets 

18 Paid-up capital 

9986 

7000 

1197 

665 

3380 

3094 

19 Reserves and surplus 

92639 

65989 

12585 

8379 

56049 

39560 

20 Long-term loans 

50447 

35864 

10188 

6926 

11098 

13031 

2 1 Short-term loans 

11549 

7603 

2555 

1451 

214 

405 

22 ()f which hank borrowings 

8049 

5602 

1495 

1143 

0 

376 

?3 Gross fixed ussets 

61095 

40788 

33323 

23397 

62500 

58781 

24 \ccumulated depreciation 

15152 

10239 

11313 

%I6 

8081 

6863 

25 Inventories 

22179 

20355 

3786 

3132 

1739 

1551 

26 Total assets/liabilities 

182561 

125623 

31516 

21196 

79649 

629<X> 

Miscellaneous items 

27 Excise duty 

635 

299 

0 

0 

0 

0 

2N Gross value added 

20925 

15147 

10502 

6562 

15268 

12205 

29 Total foreign exchange income 

19341 

12883 

1345 

2308 

16678 

14591 

30 Total foreign exchange outgo 

20335 

5208 

1482 

466 

15983 

981 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 

320 

31.6 

93.3 

II 2.3 

34.4 

33.2 

32 Sales to total net assets (%) 

35.5 

34.0 

110.9 

136.6 

38.7 

37.2 

33 Gross value added to 

gross fixed assets (%) 

34.2 

37.1 

31.5 

28.0 

24 4 

20.8 

34 Return on investment 

(gross profit to total assets) (%) 

8.1 

8.3 

24.2 

178 

10.3 

9.1 

35 Gross profit to sales 

(gross margin) (%) 

25.4 

26.3 

26.0 

15.8 

30.1 

27.3 

36 Operating profit to sales (%) 

22.2 

23.9 

31 2 

23.0 

36.5 

38.7 

37 Profit before tax to sales (%) 

18.1 

18.4 

19.5 

8.6 

26.2 

21.9 

38 Tux provision to 

profit before tax (%) 

0.0 

0.0 

0.0 

0.0 

16.7 

8.9 

39 Profit after tax to net worth 

(return on equity) (%) 

10.3 

10.0 

41.6 

22.6 

10.0 

9.8 

40 Dividend (%) 

41.00 

41.00 

40.00 

51.00 

40.00 

35.00 

41 Earning per share (Rs) 

10.61 

10.44 

47.86 

30.74 

17.66 

13.78 

42 Book value per share (Rs) 

102.8 

104.3 

115.1 * 

136 0 

175.8 

141.0 

43 P/E ratio (based on latest and 

corresponding last year's price) 

9.9 

22.0 

229.5 

299.3 

31.4 

29.7 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

49.2 

49.1 

73.9 

76.6 

18.7 

30.6 

45 Short-term bank borrowings 

to inventories (%) 

36.3 

27.5 

39.5 

36.5 

0.0 

24.2 

4(i Sundry qreditors to 

sundry debtors (%) 

82.0 

45.1 

451.1 

395.7 

92.2 

81.9 

47 Total remuneration to employees 

to gross value added (%) 

22.6 

23.2 

11.2 

15.0 

30.2 

33.4 

48 Total remuneration to employees 

to value of production {%) 

.7.6 

8.5 

4.0 

4.1 

16.8 

19.5 

49 Gross fixed assets 

formation (%) 

49.8 

_ 

42:4 

_ 

6.3 

- 

50 Growth in inventories (%) 

8.96 

- 

20.88 

- 

12.12 

- 


countries. The company has focused op th 
business traveller which has fed to high< 
foreign exchange earnings, up from Rs 14 
crore in the previous year to Rs 168 crot 
for the year ended 1994-95. 

The company closed the financial yes 
ended March 1995 with a turnover of Rs 27 
crore, up by 31 per cent from Rs 209 cror 
in the previous year. Total income move 
up by 30 per cent from Rs 221 crore to R 
288 crore. Better debt management sa] 
interest costs coming down from Rs 24 cror 
to Rs 18 crore. Provision for depreciatioi 
and tax rose by 18 per cent and 195 per cem 
respectively. The company made a net proij 
of Rs 60 crore, up by 43 per cent fror 
Rs 42 crore in the previous year. A divided 
of 40 per cent has been recommended b 
the directors. 

A brief setback in business due to th 
plague epidemic in September and Octobe 
1994 was more than compensated for by th 
normal arrival of visitors during tin 
remainder of the financial year. Busincs 
guests account for as much as 85 per can * 
of the group’s total sales. About 55 per cer 
of turnover is derived in foreign exchang 
from foreign nationals. 

With budget hotels gaining popularity 
East India Hotels has floated a new compan 
called Indus Corporation, a joint ventur 
with Accor of France to operate the Novott 
range of budget hotels. As a part of il 
expansion plan, the company will establis 
subsidiaries for hotels in Indonesia, Mauritiu 
and Egypt as well as closer home u 
neighbouring countries. It has plans for i 
hospital in Delhi and a five star hotel in Goa 
which have not been finalised as yet. It 
ambitious plan at Jaipur envisages a dcluX 
property and a mid-marker hotel. Anothc 
mid-market hotel is to come up at Udaipt 
at a cost Rs 35 crore. 

The company has entered into a joii 
venture with Alfred Me Alpine, the Britis 
construction and project company, t 
undertake construction activities in Indi 
and abroad. Alfred McAlpine has th 
majority stake, while East India Hotel ha 
24 per cent and 16 per cent is held b 
affiliated companies. 

The company is involved in a Rs 100 cror 
new hotel complex near Bangalore on a 30 
acre land which comprises an internationi 
standard golf course and a deluxe hotel. Th 
Alfred McAlpine group has also taken u| 
a phased programme of refurbishment of th 
company’s hotels at a cost of Rs 600 crore 

The company is planning to diversify inti 
health care with an Australian partner b ( 
setting up a modern hospital complex i 
Gurgaon, Haryana. The proposed 22: 
hospital project is to cost.Rs 80 crore. 

For the first half of the current fiscal, th 
company has achieved a higher turnove 
compared to the corresponding period n 
the previous year. With no additional capa 
cities added during the six month period 
the growth in turnover is attributable » 
increasing occupancy levels and highe 
average room rates. 
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MONEY MARKET REVIEW 


EPW Research Foundation 


Low Savings, High Demand for Funds 


Domestic savings were unequal to the task of meeting the high demand 
for funds from the government and the corporate sector in 1995-96. 
While hank deposits and funds raised through the capital market 
slackened notably, a major factor on the demand side which put 
pressure on liquidity was the issue of bonds and equities by banks and 
financial institutions themselves essentially to comply with capital 
adequacy norms. 


sold FRBs worth Rs 15 crore. It also sold 
a negligible amount of 14 percent 2005. The 
prices announced gave early signals to the 
market regarding the year-end YTM to be 
prescribed by the RBI for valuation purposes. 
The YTM finally announced on April 6 was 
14 per cent for 10-year maturity. 

II 

Money and Foreign Exchange 
Markets 

Call Money Market 


I 

Liquidity Strain: Experience 
of 1995-96 

THE financial year just concluded has faced 
certain unusual features in regard to (he tight 
liquidity situation. The high growth of bank 
deposits and other financial instruments in 
1991-94 and 1994-95 in the wake ot M/cable 
foreign cunency inflows gave way to 
sluggish growth in 1995-96 as these inflows 
were arrested. Domestic savings appear to 
have been unequal to the high level of demand 
for funds from the government and corporates 
alike stimulated by earlier liquidity inflow* 
As against the targeted Rs 65,<XX) cioic (17 
per cent growth), aggregate bank deposit 
accruals arc likely to be a little over Rs 50.500 
crore (1J. 1 per cent). Funds mobilised by 
mutual funds during the year are estimated 
to be about 58 per cent lower than in the 
previous year (Table I). On the demand side, 
apart from the sizeable market borrowing 
requirements of the government and intensi¬ 
fied needs o! the corporate sector, a major 
factor that has pul tremendous pressure on 
liquidity has been the demand placed on the 
market in the lorm of primary issues of 
bonds and equities by banks and financial 
institutions (FIs), essentially for satisfying, 
particularly in the case of hanks, their capital 
adequacy norms, A tentative compilation 
suggests that the banks and FIs raised nearly 
Rs 9,000 crore in 1995-96. Besides reducing 
the availability of funds for the government 
and the corporate sector, such demands by 
the purveyors of credit themselves have given 
rise to unprecedentedly high levels of interest 
rates. 

Government borrowing Programme 

The difficulties faced by the government 
in nursing its large borrowing programme 
in the face of an extremely stringent liquidity 
position have manifested'themselves in a 
number of developments. In the first place, 
given the illiquid market conditions and the 
large borrowing requirement, the government 
found it difficult to raise funds despite 
offering very high rates of return. Hence, the 
government was forced to put an informal 
cap on the coupon rate offered by it at 14 
percent for 10 years as early as in June 1995. 
The rising coupon rates on fresh government 


paper, even as they provided higher incomes, 
have nevertheless impinged on the banks' 
balance sheets due to heavier depreciation 
of their older investments. 

Second, the RBI has also abandoned the 
scheme ot sale of dated government securities 
through auction. The scheme was introduced 
in 1992-93 with the objective of paying 
market-related rates of return on government 
borrowings as part of the financial sector 
reforms but it was obviously unsustainable. 

Third, as market icsponses were poor, the 
RBI had t > inucasinglv support the 
government borrowing programme As a 
result of all these, net RBI credit to the 
Centre cal loped by Rs 20,310 crore between 
March 31,1995 ami March 15,1996 (against 
a rise of only Rs 3 715 between March 31, 
1994 and March 17. 1995), which of course 
has helped to partly counter-balance the 
contractionary influence on liquidity of the 
loss of foreign currency reserves to the extent 
of Rs 7,240 crote. 

For the new financial year, 1996-97. the 
vote-on-account has targeted at raising Rs 
25,498 crore through market loans and other 
long- and medium-term borrowings by the 
centre against the gross borrowing of about 
Rs 38,634 crore (oi which Rs 12,655 crore 
is from the RBI) or net of Rs 27,087 crore 
in 1995-96 (Tabic 2). 

Open Market Operations (OMQs) 

In tRe wake of a sudden rise in its portfolio 
of dated government securities, including 
those through private .placement, the RBI 
once again attempted to revive its OMOs in 
March which was evident from the frequency 
with which it changed its price list for dated 
paper The RBI revised its price list as many 
as nine times during the month, and although 
it did not alter the list drastically on any 
occasion, it included at least one security in 
all maturity periods between one and 10 
years as also the floating rate bond, the main 
purpose also being to indicate appropriate 
prices of securities for valuation in the banks' 
annual accounts.'The RBI had offered to 
purchase the 12.75 per cent 1996 stock at 
par since the beginningof March. Itpurchascd 
Rs 75 crore worth of this paper from the 


The money market rates which remained 
m the region of 35-45 per cent in the first 
half of the month, saw some easiness during 
the latter half of the month (Graph A). Even 
so. overal I. the inter-bank cal I money market 
experienced more volatility in March than 
in the previous month (Table 3) as call rates 
came under pressure due to shrunken 
liquidity. The frantic mohihsalion of CDs 
by banks, thereby exerting additional 
pressure on the maintenance of CRR coupled 
with RBI's intervention in the spot foreign 
exchange market and outflow of approxi¬ 
mately Rs *4.500 crore on account of advance 
tax payments, caused considerable fluctua¬ 
tions in call rates. 

The gradual softening of call rates from 
the range of 45-58 per cent witnessed in the 
fortnight ending March 1 to a range of 32-36 
per cent on March 8. was induced by 
sizeable support from the DFH1 and STC1 
to the tune of Rs 8,900 crore and Rs 1,500 
crore. respectively, through direct lending 
and repos. Although call rates declined 
marginally, they were nevertheless high and 
this was essentially due to the cartelisation 
ol lending by cash-rich banks, insurance 
companies and mutual funds. Moreover, with 
the absence of big players like the SBI and 
the UTI from the market, the incessant 
arbitrage between the call market and forex 
market, where the forward premia was rising, 
continued to keep the call rates shaky and 
volatile. 

Call rates hovered in the range of 30-36 
per cent for most of the second week (Mafth 
9-15), except for March 14 when call rates 
crashed to a low of 10 per cent mainly 
because most banks had overcovered their 
positions in the beginning of the fortnight. 
The week ended on March 15 with the usual 

Table I: Funds Mobilised by Banks, Mutual 

Funds and Through the Capital Market 
(Tentative Figures) 

(Rupees, crore ) 

1995-96 1994-95 

Aggregate deposits of 

scheduled commercial banks 50,948 51,565 


Capital market: 
Prin 


market,whichwascomingupforredemption 

on April 1 8. The RBI also purchased FRBs funds 

(II Issue) 1999 worth Rs 100 crore but later _____ 


10.981 13.312 
5.800 13.749 
5.200 9.522 
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0.25-3.00 per cent low call money rates as 
on most other Reporting Fridays. 

In accordance with the dealers expectation, 
the third week (March 16-22) opened higher 
at 30 per cent. But as advance tax payments 
of nearly Rs 4,500 crore started flowing 
into the hanking system, call rates eased to 
22 per cent and later to 14.5 per cent on 
March 21. Moreover, DFHI injected an 
additional Rs 2,300 crore into the system. 
However, as the transfer of advance tax 
money to the RBI began, call rates went up 
once again and finally closed in the range 
of 17-19 per cent on March 22. 

Despite advance tax outflows to the RBI, 
the last week of the month (March 23-29) 
witnessed softening of call rates, moving in 
the rangeof 11.75-16.00per cent, essentially 
due to fresh inflow of GDR funds as well 
as funds from bond issues of banks which 
entered the banking system, in addition to 


the fresh Fll and FDI inflows in February. 
Further, the SBI was actively present in the 
market and the RBI continued to inject rupee 
funds in the forex market. On March 27, 
when call rates fell to 10 per cent, several 
banks borrowed in order to repay the export 
refinance availed from the RBI at 11 per 
cent. This caused the rates to edge up mar¬ 
ginally to 11.00-11.75 per cent. As March 29 
was the last Repotting Friday of 1995-96, 
most banks did not borrow. Banks depen¬ 
dent on FCNR deposits were reportedly 
indulging in a number of cash-spot arbit¬ 
rages, swapping dollars for rupees. The 
financial year ended with call rates dipping 
to 0.25-2.00 per cent (Table 4). 

Foreign Exchange Market 

After a long spell of turmoil, the measures 
taken by the RBI in February 1996 helped 
in bringing about stability in the forex market 


by reversing the strong leads and lags in 
receipts and payments. Besides, some aid 
flows as well as FII investments and GDR 
inflows helped the process. The RBI, in fact, 
had to buy dollars since end-February to 
prevent the rupee from appreciating, a 
phenomenon not witnessed by the market 
since the first half of 1994-95. 

As the 'bandwagon' effect started moving 
in the reverse gear following the continuous, 
though selective, intervention by the RBI to 
target the exchange rate in the zone of 
Rs 34.00-Rs 34.50, 1 the exchange rate ap¬ 
preciated due to which exporters with un¬ 
covered positions suffered losses because as 
against a forward dollar of Rs 37 contracted 
in December for March 1996, the spot dollar 
moved down to around Rs 34 in March 
(Graph B). Further these losses accrued due 
to absence of rupee-based options to hedge 
against exchange rate volatility. However, 


Table 2: Auctions of Central Government Dated Securities 

(Amount in rupees, crore) 


Date of 

Notified 

Maturity 

Maturity 

No of Bids 

Total Face 

No of Bids 

Total Face 

Subscription 

Cut-oft 

Issue 

Amount 

Period 

Year 

Received 

Value of Bids 

Accepted 

Value of Bids 

by RBI 

Yield/ 



(Years) 



Received 


Accepted 

(Amount) 

Coupon Rate 






(Amount) 


(Amount) 


(PerCcnt) 

1994-95 










May 24 

1.200.00 

10 

2004 

176 

3.945.05 

29 

1,043.50 

156.50 

12.35 

Jun 28 

900.00 

7 

2001 

143 

2.(X)2.50 

55 

900.00 

0.00 

12.08 

July 26 

900.00 

6 

2000 

222 

4.468.00 

2 

900 00 

0.00 

11.64 

July 29 

On Tap 

6 

2000 

20 

1.840.00 

20 

1,653.68 

0 00 

11 64 

Aug 26 

10,741. St 
(Conversion) 

7 

2001 

- 

8.693.73 


8,078.36 

0.00 

11.75 

Nov 15 

2,000.00 

8 

2002 

215 

4.375.50 

119 

2.000.00 

0.00 

11.55 

Dec 29 

3,722.36 

3 

1997 

- 

103.02 

- 

101.25 

0.00 

11.00 


(Conversion) 









Feb 03 

2,000.00 

5 

2000 

142 

2,393.00 

106 

2,000.00 

0 (X) 

1271 


(Zero Coupon Bond) 








Total (1994-95) 
1995-96 







16.676 79 

156.50 . 


Apr 27 

7603.08 

5 

2000 

76 

1653 58 

60 

1584.56 

(MX) 

13 25 

(Conversion) 









May 05 

1 . 000.00 

10 

2005 

98 

J.299 10 

55 

959.10 

40.90 

13 75 

May 30 

1,500.00 

7 

2002 

101 

1.158.50 

59 

694.50 

805.50 

13.80 

Jun OM 

1 , 000.00 

10 

2005 

120 

1,201.32 

120$ 

1,000.00 

0.00 

14 00* 

Jun 22 

1,709.66 

10 

2005 

142 

803.61 

142 

803.61 

906.05 

14.00* 

July 10 

4,045.66 

2 

1997 

- 

803.08 

- 

803.08 


13.25 

(Conversion) 









July 26 

3,000.00 

5 

2000 

237 

4,808.80 

103 

3,000.00 

0.(X) 

13.85 

(Zero Coupon Bond) 







Aug 17 

2.000.00 

3 

1998 

248 

3,666.88 

179 

2,000.00 

0.00 

13.65 

Aug 31 

2.000.00 

2 

1997 

203 

2,714.86 

154 

2.000.00 

0.00 

13.50 

Sept 11 

On Tab 

10 

2005 

99 

4.482.63 

99 

4,482.63 

0.00 

14.00 

Sept 29 


4 

1999 

75 

1,554.31 

75 

1,554.31 

0.00 

13.73 

Oci 14 

3,000.6b 

2 

1997 

84 

3,000.00 

84 

3,000.00 

• 0.00 

13.50 

Nov 27 

1,500.00 

10 

2005 

117 

787.33 

117 

787.33 

712.67 

14.00 

Dec 5 

2,000.00 

4 

1999 

37 

1,017.07 

37 

1,017.07 

982.93 

13.73 

Dec 27 

2.000.00 

5 

2000 

56 

1,043.95 

56 

1,043.95 

953.05 

13.85 

Feb 07 

2.000.00 

3 

1999 

80 

1.002.83 

80 

1,002.83 

997.17 

13.65 

Mar 01 

2,000.00 

1.5 

1997 

56 

169.72 

(73.21)* 

56 

169.72 

(73.21)* 

1,757.07 

13.50 

Mar 25 

1,000.00 

2 

1998 




1 , 000.00 

13.50 

Mar 25 

1,500.00 

5 

2001 


Private placement with RBI 

1,500.00 

13.85 

Mar 25 

Total (1995-96) 

3,000.00 

10 

2006 




25,975.90* 

3,000.00 
12,655 34 

14 00 

Memo items: stale government loans (issued with pre-determined coupon rates) 



Apr 25 

2,644.00 

10 

2004 


4,511.00 

_ 

4.511.00 


12.50 

Sept 12 

1995-96 

613.14 

10 

2004 

- 

3,991.43 

- 

613.14 

- 

12.50 


1,500.00 

10 

2005 

_ 

3,017.88 

_ 

3,000.00 


14.00 

1.500.00 

10 

2005 

_ 

2,388.23 

_ 

2,388.23 


14.00 

Jan 22 

900.40 

10 

2006 

- 

900.40 

- 

900.40 

- 

14.00 


(~) means not available * Issued with pre-determined coupon rales of 14 per cent each .. not notified 
$ Two applications of Rs 10,000 each were allotted in full; other over subscribers received partial allotment 
G Subscription by DFHI and STCI as primary dealers included in the total for 1995-96. 
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Graph A: Call Money Rate (Weekly Weighted Average: RBI). 
April 1995 to March 22,1996 
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Graph B: Spot Quotations for the US Dollar in the Domestic 
Inter-Bank Market l 
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the RBI which sold dollar forward at higher 
premium and purchased spot dollar reaped 
profits As the rupee continued to appreciate, 
the earlier dynamics ot the forex market 
were reverted in the sense that importers 
slowed down their earlier tendency to rush 
to the market Furthci, corporates who had 
earlier diverted their funds started liquidating 
then positions and exporters expedited'the 
repatriation of their proceeds. Taking ad¬ 
vantage ot the rupee appreciation, the RBI 
made dollar purchases not only to swell the 
depleted lorex position but also to prevent the 
cxchnage rate from apreciating above Rs 34, 
lest the export competitiveness be eroded. 

While the spot rates saw the rupee ap¬ 
preciating to Rs 34 levels, the forward premia 
remained inexplicably high, with the six- 
month forward premia ruling above 22 per 
cent for larger part of March. These once 
shot up to 25 per cent on March 13 and 
further to record levels of 27.5 per cent on 
March 22. Such high forward premia were 
despite persistent intervention by the RBI 
in the forex market. The main reason for die 
high premia appeared to be the swapping of 
maturing FCNR(B) deposits rollover in 
March, approximately worth $2 billion. 
Banks, which now have to bear the exchange 
rate risk on FCNR deposits, were in the 
forward market to cover the rolled over 
FCNR deposits which were being renewed 
for six months. In fact, the high cost of 
FCNR deposits made bankers dissuade 
depositors from adopting this route. Rather, 
banks were seen aggressively selling the 
NRNR deposits at high rates. Foreign banks 
were offering as high as 21 per cent on these 
deposits while.nationalised banks offered 


1^-20 per cent. Banks were keen to lend the 
resources thus generated at rates as high as 
28 per t cm. However, such massive forward 
depreciation could not he sustained and the 
forward premia started falling to close at 
23.8 per cent on March 29. 

HI 

Primary Market in Government 
Securities 

Dalai Sec unites 

The government completed the last tranche 
of its borrowing programme on March 25. 
Following a senes of debacles in the market 
borrowing programme, the strategy of 
internal debt was changed and the paper, that 
aimed to raise Rs 5.500 crore. was privately 
placed with the RBI (Table 2). The issue 
consisted of three dated securities floated 
earlier in'the year, namely, 13.50 per cent 
1998 (Rs 1,000 crore). 13.85 per cent 2001 
(Rs 1,500 crore) and 14 per cent 2006 
(Rs 3,000 crore). With this, the government 
technically completed its net borrowing 
programme of Rs 27,087 crore budgeted for 
1995-96 Incidentally, this was not the first 
time the government raised funds through 
private placement, it had done so earlier in 
1985 and 1987. The main consideration then 
for such private placement was to build up 
the stock of securities with the RBI. 

Interestingly, the RBI put out all the three 
papers on its sale list on the same day. 
Bought at par from the government, the RBI 
‘ commanded premium on all the three papers 
which was in keeping with the market where 
the stocks floated in 1995-96 were being 
traded at a premium. 


91-day Treasury Bills 

In the five auctions of 91-day TBs con¬ 
ducted in the month of March, the response 
improved as the month proceeded essen¬ 
tially because of the subscription by non¬ 
competitive bidders. The government raised 
Rs 2,500 crore through five auctions of 91- 
day TBs. The yield continued to remain at 
12.97 per cent at the cut-off priceofRs 96.86. 
Interestingly, after a gap of 19 weeks, the 
issue of March 15 was fully subscribed by 
the market with Rs 484.00crore contribution 
from the non-competitive bidders, i e. state 
governments. The subsequent two auctions 
also saw full subscription, primarily due to 
investments made by the non-competitive 
bidders (Table 5). 

364-day Treasury Bills 

The market inerliaforthis paper continued 
during March as 12.75 percent 1996 paper, 
maturing on April 18 served as a better 
substitute for the 364-day TB. Nevertheless, 
the government raised Rs 34 crore through 
three (one at the end of February) auctions 
held during the month. The yield remained 
unchanged at 13.12 per cent (Table 6). 

IV 

Bond Market 

Following a spate of primary bond issues 
in the past two months, the primary market 
was glutted, if not saturated, with new issues. 
A clear shift in the preference of both inves¬ 
tors and issuers from equity to debt had been 
visible during the second half of 1995-96.. 
While the illiquid capital market and the 
scarcity of resources in the banking channels 
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Graph C: Yield Curves for 364-Day Treasury Bills and Dated Securities - Weighted Average 

for March 1996 



the FIs, IDBI’s Rs 1,000 crore Ftexibond 
issue collected Rs 1,400 crore, mainly on 
account of making extensive efforts to 
market the issue to the retail investor. In fact, 
this was the second successful attempt to 
raise funds from the retail market, the first 
being that made by Kotak Mahindra in 
February. 

Since a large number of issuers of debt 
were approaching the investor at the retail 
level, the debt market saw issues with a 
variety of options being offered in the same 
issue to attract various categories of investors. 
Significant among the issues offering various 
options were 1DBI. Krishna Jal Bhagya 
Nigam and IRFC. IRFCs public issue, of 
Rs 500 crore worth 16.5 per cent taxable 
bonds and Rs 250 crore tax-free bonds (both 
with a 100 per cent greenshoe option), how¬ 
ever, received poor response. The issue could 
mobilise only Rs 200 crore and that too 
under tax-free bonds; the taxable bonds were 
not too attractive due to the low front-end 
discount of only 1.5 per cent as against 3- 
4 per cent offered by other PSUs. The success 
of the tax-free bonds was also basically due 
to the last-minute tax planning by many 
corporates and that time there was only one 
tax-free issue in the market. Following the 
success of the IDB1 issue, ICICI also plans 
to offer Rs 1,000 crore worth bonds with 
four options in 1996-97. 


forced the issuers to turn to the debt market, 
the investors were lured to this market on 
account of attractive returns offered by 
issuers. The offers coincided with the un¬ 
certainty in the capital market and at a time 
when the investors were looking for fixed- 
income investment opportunity. However, 
unlike in the last quarter of 1995, early 1996 
saw the market attaining more maturity as 
several large issues hit the market offering 
different options to suit various categories 
of investors and high returns, even focusing 
on the retail investor. Enthused by the success 
of several PSU bond issues, many private 
sector companies entered the bond market 
to issue non-convertible debentures (NCDs) 
at hefty rates of interest, not only to raise 
resources but also to circumvent the interest 
rate ceiling on fixed deposits. 

The repercussion of successful attempt of 
retail marketing of bonds was faced by the 
mutual funds in their tax-free bonds and the 
tax savings schemes which failed to generate 
adequate support from the retail investor. 
According to repofts, the equity-linked tax 
savings schemes of public and private sector 
mutual funds have together collected only 
Rs 280 crore this year compared to last 
year's Rs 1,400 crore. Market expectations 
are that collections this year will not go 
beyond Rs 450 crore by March 31, 1996. 

Tte working of the capital market also left 
much to be desired on account of which 
investors preferred fixedincome investments 
to equity. The result was that the issuers of 
equity opted for private placement of their 
issues with bulk investors such as, mutual 
funds and Fils. 


Bonds of Banks and Financial Institutions 

Dominant among those who approached 
the debt market for raising funds were large 
issuers such as banks and financial insti¬ 
tutions. Banks adopted the private placement 
route for their bond issues, which were 
essqptially to raise tier II capital and meet 
the 8 per cent capital adequacy norm by 
March 1996. Most of these issues, namely 
those of Bank of Baroda, State Bank of 
Saurashtra, State Bank of Indore, State Bank 
of Travancore and Punjab National Bank 
have been in the market since end February. 
Banks are estimated to have raised as much 
as Rs 2,000-2,500 crore through this route 
since then. The Rs 300crore Bank of Baroda 
issue (with a greenshoe option of Rs 200 
crore) which closed in early March reportedly 
garnered Rs 645 crore from the market. The 
16 per cent Rs 200 crore issue of Punjab 
National Bank was fully subscribed. 

Fls approached the market to raise funds 
for meeting their credit obligations. Among 


PSU Bonds 

The 16.5 per cent Krishna Bhagya Jala 
Nigam issue of Rs 250 crore was well 
received by the market. The 17 per cent 5- 
year MTNL issue for Rs 200 crore opened 
on March 9 and the front-end discount o! 
1.75 per cent made it very attractive. 
However, due to low yield rate, the Rs 45 
crore 14 per cent SLR bond issue of Rural 
Electrification Corporation (REC) did not 
attract good subscription as other government. 
securities of similar maturities offered bettci 
yields. SCICI (Rs 500 crore with a 100 pci 
cent greenshoe option) and Power Grid 
Corporation (Rs 200 crore) were among tin' 
other PSUs tapping the markct.The National 
Highway Authority of India is planning a 
Rs 500 crore issue: 

Private Sector Issues 

The private sector, dominated by finance 
companies, offered returns as high as 20 per 
cent (NCD of GE Capital). In addition to 
the high yield, issuers, including those in the 


Table 3: Daily Quotations or Highs and Lows of Call Rates in Per Cent: 
Simple Statistical Characteristics 


(Per cent per annum 1 


Mean 
Standard 
deviation 
Coefficient 
of variation 
(percentages) 


All Five March 1996 All four February 1996 

Weeks Weekended Weeks Weekended 

of the - of the -- T 

Month 29 (RF) 22 15 (RF) 08 01 (RF) Month 23 16 (RF) 9 2(KF) 

27.10 11.05 20.45 27.02 37.60 37.33 16.27 27.85 15.64 14.21 9-' 1 

14.93 5.77 5.97 13.26 5.52 17.22 4.03 6.57 2.77 0.67 3 72, 


55.10 52.22 29.19 49.07 14.68 46.12 24.77 23.59 17.71 4-72 39.95| 


'it 
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public sector, incentives this farther 

enhancing the effective yield by at least 1.5 
to 2 percentage points. The effective yield 
on GE Capi tal bond was 22 per cent whereas 
the yield on DSJ Finance was even higher 
at 22.6 per cent. Among the NCD issues that 
already hit the market, the GE Capital issue 
received a good response. Among the host 
of new issues slated to hit the market are 
Modem Denim (Rs 500 crore) and Nirma 
(Rs 227.83 crore). 

At times, the incentives offered bordered 
on malpractices. The worrisome factor was 
whether the Indian financial market was 
witnessing the junk bond type of pheno¬ 
menon experienced by the western financial 
markets during early and mid-1980 as the 
capacity of the companies offering high 
yields was quite questionable. There is no 
doubt that such high-cost fund raising effort 
was unsustainable in the long run. The inter¬ 
est rates having peaked, the downtrend in 
the interest rates was expected to begin in 
the first half of the new financial year and 
the issuers were likely to look at the option 
of getting out of such high-cost funds soon 
thereafter. Since most of the issues floated 
in the recent past have acall and a put option, 
they may exercise the earliest call option. 


The investor looking for hi^tfettknisfor a 
long-term instrument - IDBfsdeep discount 
bond for 25 years or IRFC's five-year bond 
- will thus soon see their hopes being shat¬ 
tered, though the downtrend in the interest 
rates will result in the portfolios of bulk in¬ 
vestors appreciate in proportion to the decline 
in interest rates. Yet another question is 
whether heavy dependence on debt instru¬ 
ments in the absence of an active secondary 
debt market augurs well for the economy as 
a whole. 

Certificates of Deposit (CDs) 

CD rates continued to be high, while they 
were in the range of 18-19.5 per cent in the 


begmningoftiieinoalh,theybegantoodge 
up to 20-22per cent as the month proceeded. 
Moreover financial institutions are in a 
position to offer better rates on CDs than 
banks as they do not have to maintain reserve 
requirements on the same; for instance, 1FCI 
offered CDs at 20 per cent. However some 
foreign banks offered 19 per cent to 22 per 
cent on CD. 

CDs were increasingly used by banks and 
financial institutions to raise resources. In 
fact, some new private banks were reported 
to be having as much as 50 per cent of their 
total deposits through CDs. According to 
firm data released by the finance ministry, 
in 1995-96, banks' dependence on CDs had 


Table 6: Auctions of 364-Day Treasury Bills 

(Amount in rupees, crore) 


Date of 

Bids Tendered 

Bids Accepted 

Cut-off 

Cut-off 

Auction 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

Price 
(Rupees)' 

Yield Rale 
(PerCem) 

1995 

Mar 3 

II 

13.00 

5 

7.00 

89.50 

11.73 

Mar 15 

6 

21.00 

6 

8.00 

89.41 

11.84 

Mar 29 

8 

8 85 

3 

4.00 

89.33 

11.94 

1996 

Mar 13 

6 

20.00 

4 

14.00 

88.40 

13.12 

Mar 27 

5 

21.00 

3 

13.00 

88.40 

13.12 


Tabu. 4: Call Money Rates 

(Per cent per annum) 





March 1996 




February 1996 



29(RF) 

22 

15(RF) 

8 

l(RF) 

23 

16(RF) 

9 

2(RF) 

Weekly range 

( 

0.50-17.00 

14.50-32.00 

0.25-36.00 

31.00-48.00 

0.25-58.00 

20.00-40.00 

11.00-22.00 

13.25-15.50 

0.25-12.25 

1.00-13 00) 

(16.50-18.00) 

(1.00-17.00) (13 50-17 50) 

(1.00-13.50) 

(12.25-15.50) 

(0.25-60.00) 

(10.50-16.75) 

(0.25-16.00) 

Weekend (Friday) 
Weekly weighted 

0.50-1.00 

17.00-19 50 

0.25-2.00 

31.00-35.00 

0.25-8.00 

34.00-40.00 

11.00-18.00 

14.75-15.25 

0.25-2.00 

average * 

DFHI lending 

12.59 

20.83 

32.35 

36 15 

41.62 

27.90 

15.58 

13.97 

10.93 

rates (range) 

1.00-20.00 

15.00-31.00 

1.00-35.50 

32.75-40 00 

1 00-54 00 

23.00-35.00 

12.00-22.00 

13.30-15.25 

i.00-12.25 


* Weighted average of borrowing rales reported to the RBI by selected banks and DFHI. weights being proportional to amounts borrowed. 
Figures in the parentheses represent weekly range dunng similar period last year. 


Table 5: Auctions of 91-Day Treasury Bills 

(Amount in rupees, crore) 


Date of 
Auction 

Notified 

Amount 

(Rupees) 

Bids Tendered 

No Face Value 

(Amount) 

Bids Accepted Subscription 

No Face Value Devolved on 

(Amount) RBI (Amount) 

Cut-off 
Price in 
(Rupees) 

Cut-off 
Yield Rale 
(Per Cent) 

Amount Outstanding (Rupees) & 

Total 

With RBI 

Outside RBI 

1995 












Mar 3 

50.00 

10 

17.00 

5 

8.00 

0.00 

97.18 

11.62 

950.00 

147.25 

802 75 



(2) 

(100) 

(2) 

(42) 







MarlO 

50.00 

10 

15.00 

5 

6.00 

0.00 

97 15 

11.73 

900.00 

107.25 

792.75 



(2) 

(130) 

(2) 

(44) 







Mar 16 

50.00 

8 

6.50 

3 

2.00 

0.00 

97.13 

11.82 

850.00 

67.50 

782 50 



(2) 

(100 

(2) 

(48) 







Mar 24 

50.00 

8 

6.00 

2 

1.00 

000 

97.11 

11.90 

800.00 

67.50 

732.50 



(2) 

(100) 

(2) 

(49) 







Mar 31 

50.00 

6 

5.00 

1 

1.00 

0.00 

97.09 

11.99 

750.00 

67.50 

682.50 



(1) 

(50) 

(1) 

(49) 







1996 












Mar 1 

500.00 

11 

116.98 

8 

107.98 

268.66 

96.86 

12.97 

6500.00 

3883.00 

2617.00 



0) 

(100) 

(1) 

(100) 

[23.36] 






Mar 8 

500.00 

7 

22.00 

3 

9.00 

359.72 

96.86 

12.97 

6500.00 

3884.59 

2615.41 



(1) 

(100) 

(1) 

000) 

[31,28] 






Mar 15 

500.00 

6 

28.00 

3 

16.00 

0.00 

96.86 

12.97 

6500.00 

4108.81 

2391.19 



(2) 

(600) 

(2) 

(484) 







Mar 22 

500.00 

7 

21.00 

4 

12.00 

0.00 

96.86 

12.97 

6500.00 

3761.57 

2738.43 



(4) 

(650.58) 

(4) 

(488) 







Mar 29 

500.00 

7 

23.00 

3 

11.00 

0.00 

96.86 

12.97 

6500.00 

3502.77 

2997.23 



(5) 

(650.64) 

(5) 

(489) 





\ 



Figures in parentheses represent numbers and amounts of non-competitive bids which ore not included in the total. 
Figures in square brackets represent subscription amount by primary dealers, exclusive of RBI. 

• Outstanding amounts are estimated for last few weeks of March 1996. 
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nearly doubted * from Rs 8,0 J 7 crore in 
March 1995 to Rs 14,389 crore in October 
1995. CDs formed 3.8 per cent of the 
aggregate deposits of 56 banks in October 
as against 2.3 per cent of 51 banks in March 
1995. The high cost and increased depen¬ 
dence on this instrument were a cause of 
concern for the banking industry. 

Moreover, banks and FIs competed with 
each other offering higher rates of return to 
the depositors which were mainly PSUs. 
IFC1 was reported to have raised Rs 200 
crore for one year from ONGC at an 
annualised rale of 20 per cent. 1DB1 had bid 
for the same funds at 19 per cent and ICICI 
had bid at the same rate as IFC1 but for a 
shorter duration. As a result, nationalised 
banks offered as high as 19-20 per cent on 
CDs whereas private and foreign banks 
offered 21-22 per cent. Banks, mainly 
nationalised and private sector, were also 
reported to be borrowing through CDs of 
amounts smaller than Rs 25 lakh - the 
minimum prescribed by the Reserve Bank 
for borrowings through CDs. This effectively 
blurred the distinction between a term deposit 
and a CD. 

Inter-Corporate Deposits (ICDs) 

There was a surfeit of borrowers in the 
inter-corporate deposits market where lenders 
were few. The rates quoted were around 25 
per cent. The market was further rendered 
sombre by the Supreme Court ruling that if 
the borrower in the ICD market issues a 
notice of not presenting the post-dated cheque 
for repayment to the holder of the cheque, 
and if the holder presents it and the cheques 
bounce, the holder cannot sue the borrower 
under the Negotiable Instruments Act, 1881. 
With the mcreased risk element in this market. 


the lenders suffered a loss of confidence 
in this market and preferred to stay out. 
Thus while companies such as, Baroda 
Rayon, BPL Group, ITC Group, Titan 
Industries, Rallis and RPG Group were in 
the market as borrowers, traditional lenders 
such 3 s. Hindalco, Grasim, Indian Rayon, 
Bajaj Group and l-Scc preferred to stay 
away. 

IV 

Secondary Market 

Concerned with the lack o! activity in the 
secondary market for debt, FIs were 
considering several ways to activate the 
secondary market for debt. Significant 
among their initiatives were discussions to 
jointly set up market makers for buying and 
selling debentures, launching of a PSU bond 
index by I-Sec and looking at the book 
building route for ICICI’s ensuing bond 
issue. Activating the debt market un¬ 
doubtedly requires a massive effort at the 
retail level. The institutions’ efforts will now 
have to be reinforced by initiatives from 
the government so as to foster this market. 
The government’s initiatives will have to 
primarily be in the direction of smoothing 
out issues, such as, stamp duty structures and 
providing incentives for market making 
efforts. 

The secondary market tor government 
securities remained quite active in March 
as the hanks used them to raise funds to 
meet their statutory obligations of reserve 
requirements. The early part of the month 
saw thin trading but trading picked up as 
the month-end/year-end came nearer. 
Interestingly, while the early part ol the 
month saw the usual high market depen¬ 


dence on repos, the loiter pan of the 
month, particularly the last week, saw more 
outright sales than repo transactions 
(Appendix Table). The outright sales were 
dominated by the 12.75 per cent 1996 
stock. The market clearly expected roll¬ 
over of the 12.75 per cent 1996 stock and 
not redemption which explained large-scale 
selling in this paper. Moreover, the paper 
was also substituting for the short-term 
paper in the market giving rise to large- 
scale trading in it. The slock, in fact, traded 
for 21 days out ot the 23 working days in 
March at an average yield of 23 per cent 
(cum voucher). The market response 
towards 364-day TBs in the secondary mar¬ 
ket as a result was lukewarm. The 91-day 
TBs maturing between April and June 
continued to witness small bill continuous 
trading in March. Papers of all other 
maturities up to 10 years - from 1997 to 
2005 - were traded. The other papers that 
were also traded, though in relatively small 
amounts, were 13.5 per cent 1997. 13.65 
percent 1998 and 14 per cent 2005 central 
government gilt. The 14 per cent 2005 
Kerala State Development Loan has 
witnessed increased activity. 

The secondary market for PSU bonds saw 
normal limned trading. The other papers, 
such as CP and CDs. remained doimant m 
the secondary market due to the tight liquidity 
position (Table 7) There were one or two 
trades of small amounts in the CP of HBLIL 
and one deal each in the CD ot UTI Bank 
and Induslnd Bank. 

The yield curve in the secondary market 
for dated government securities exhibited 
some /.ig-/ug behaviour (Graph C). with 
(he overall trend appearing to be somewhat 
Hat 


Table 7. Operations or National Stock Exchange (NSE) during March 19% 


Descriptors 



Week Ending March Amount in Crore of Rupees 








29 



22 



15 



8 



1 



Order 

Actual 

Order 

Actual Order 

Tr.ksL.ji __ 

Actual 

Trailed 

Ainounr 

Older 

Actual 

Traded 

Amount 

Order 

Actual 

Traded 

\mouitl 


Buy 

Sell 

Amount 

Buy 

Sell 

Amount Buy 

Sell 

Buy 

Sell 

Buy 

Sell ; 

1 Treasury Bills 
i) 91-day Bills 

34.50 

34.50 

34.50 







2 00 

2.00 

2.00 




ii) 364-day Bills 

- 

- 

- 

- 

- 

- 

15.00 

15.00 

15.00 

5.00 

5 00 

5.00 



- 

Sub-total Traded value 

34.50 

34.50 

34 50 

- 


- 

15 00 

15.00 

15.00 

7.00 

7.00 

7 00 

. 



2 Dated Securities 

A GO! Securities 
i) Converted 

260.20 

255.20 

255.20 

75.55 

80.55 

75.55 

54 II 

S4.ll 

54.11 

16.42 

1642 

16.42 

39 05 

41 05 

39.05 

ii) Regular 

91.62 

91.62 

91.62 

19.38 

24 38 

19 38 

16 54 

16.54 

16.54 

17.03 

17.63 

17.63 

15 46 

16,46 

15 46 

iii) Zero Coupon 

33.41 

33 41 

33.41 

11.38 

11.38 

11.38 

1 36 

1.36 

1.36 

3.91 

3.91 

3.91 

18.42 

18 42 

1842 

iv) Repo 

8.00 

8.00 

8.00 

- 

- 

- 

95 25 

95.25 

95 25 

- 

- 

- 

76.00 

76 00 

76.00 

B State Govts Stocks 

11.62 

11 62 

11.62 

1.97 

2.37 

1.97 

7 69 

7.69 

7 69 

5.60 

5.60 

5.60 

7.84 

7.84 

7.84 

Sub-total: Traded value 

404.85 

399.85 

399 85 

108 28 

118 68 

108.28 

174 95 

174.95 

174.95 

43.56 

43.56 

43.56 

156 77 

159 77 156.77 

3 PSU Bonds 
i) Tax free 

0.03 

2.03 

0.03 

0.68 

0.68 

0.68 

0.20 

0.60 

0.20 

11.71 

J2.0I 

11.71 

2.59 

3.59 

2.59 

ii) Taxable 

16.11 

16.1 ft 

16.11 

0.12 

0.12 

0.12 

0.07 

0.07 

0.07 

10.00 

10.00 

10.00 

0.02 

0.02 

0.02 

Sub-total: Traded value 

16.14 

18.14 

16.14 

0 80 

0.8 0 

0.80 

0.27 

0.67 

0.27 

21.71 

22.01 

21.71 

2.61 

3.61 

2.61 

4 Commercial Papers 

- 

- 

- 

- 

- 

- 

2 (X) 

2.00 

2.00 

- 

- 

- 

3.00 

3.00 

3.00 

5 Certificates of Deposits 

4.00 

4.00 

4 (X) 

2 00 

2.00 

2.00 

- 

- 

- 

- 

- 

- 

5.25 

5.25 

5,25 

6 Debentures 

- 

- 

- 

21.16 

21.16 

21.16 

7.10 

7.10 

7.10 

- 

- 

- 

0.44 

0.44 

0.44 

7 Floating Rare Bonds 

0.Q8 

0 08 

0.08 

- 

- 

- 

- 

- 

- 

0.25 

0.25 

0.25 

0.02 

0 02 

0.02 

8 IB+GD 

- 

- 

- 

7.22 

7.22 

7.22 

0.!5 

1.15 

0.15 

- 

1.00 

- 

1.50 

1.50 

1.50 

Grand total (volume) 

459.57 

456.57 

454.57 

m.*e t49.86 

139,46 

199.47 

200.87 

199.47 

72.52 

73.82 

72.52 

169.59 

173.59 169.59 


IB iMUtmkMijd Bonds GD Government Compensation Bonds (-) No trading 
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Amraxx Tails: Secondly Ma*kct Okhationi m Govbummeht Pamr: RBPs SGLData 

{Amount in rupees, arttre) 



I Treasury Bills 


A 91-Day Bills 
i) Mar 16,1996 









2.80 

12.15 

2.10 

12.15 

li) Apr 13. 19% 

13.70 

13.63 

5.62 

14.35 

1.40 

13.74 

8.00 

13.61 

2.00 

13.76 

30.72 

13.77 

iii) Apr 20. 1996 

- 

- 

- 

- 

17.00 

13.45 

- 


3.40 

13.46 

20.40 

13.45 

iv) Apr 27, 19% 

19.00 

13.37 

- 

- 

4.00 

13.36 

- 


3.20 

13.16 

26 JO 

13.35 

v) May 04. 19% 

21.50 

13.49 

700 

13.71 

2.81 

13.36 

- 


4.19 

12.96 

35.50 

13.46 

vi) May 20. 1996 

20.00 

13.48 

. 

. 

4.05 

13.44 

- 


3.95 

12.92 

28.00 

13.39 

vu) Jun 01, 19% 

42.50 

13.49 

4.50 

13.71 

5 00 

13.44 

4.00 

13.19 

- 

- 

56.00 

13.48 

viii) Jun08, 19% 

4.00 

13.41 

. 

- 

5.00 

13.46 

- 

. 

. 

- 

9.00 

13.44 

Sub-total 

120.70 

13.48 

17 12 

13.92 

39.26 

13.45 

12.00 

13.47 

1954 

13.04 

208.62 

13 47 

B 364-Day Bills 
i) Apr 26. 1996 

6.00 

II 95 



1 00 

12.97 





7.00 

12.09 

u) May 10. 1996 

- 


5.00 

13.96 

2.00 

13.36 

- 

- 

- 

- 

7.00 

13.79 

iii) May 24. 19% 

- 


- 

- 

0 83 

13.36 

- 

- 

1.17 

12.92 

2.00 

13.11 

ivi Jul 19, 19% 

- 


- 


. 

- 

1.92 

13.21 

- 

- 

1.92 

13.21 

v) Aug 02. 19% 

. 


15.00 

14.14 

- 

- 

6.00 

14.13 

- 

- 

21.00 

14.14 

vi)Jan 17. 1997 

- 


- 

- 

20.00 

13.88 

- 

- 

- 

- 

20.00 

13.88 

vii) Jan 31. 1997 

- 



- 

5 00 

12.94 

* 

- 

- 

- 

5.00 

12.94 

viii) Mar 14. 1997 

2.00 

12 93 

. 

- 


. 

- 

- 


. 

2.00 

12.93 

Sub-total* 

800 

12.19 

20.00 

14 10 

28 83 

13.63 

7.92 

13.91 

1.17 

12.92 

65.92 

13.62 


2 GOI Dated Securities 


A Converted (Per Cent: 
i) 12 75, 1996 

Year) 

320.69 

1.95 

12.67 

194.51 

10.01 

183 68 

11.45 

134.28 

11.92 

12.74 

14.97 

11.25 

848.13 

760 

12 71 

ii) 12.00. 1999 

117.37 

13.57 

12.48 

2.63 

13 92 

0 13 

13 37 

18.00 

13.37 

12.42 

20.04 

13.95 

158.17 

13.60 

12.49 

m) II 75. 2(X)| 

2 31 

14 05 

12.85 

2 72 

14 30 

0.52 

14.33 

- 

. 

- 

- 

. 

5.55 

14.20 

12.92 

iv) 12 50. 2004 

21.07 

14.22 

13.59 


- 

0,10 

1.3.40 

0.26 

14.56 

13.83 

0.25 

13.89 

21 68 

14.21 

13.58 

Sub-total 

461.43 

13 67# 

12.66 

199 86 

14 12# 

184 43 14.04# 

152.54 13.39# 

12.70 

35.26 

1281 

1033.52 

1369# 

12.69 

R Regular (IVr Cent: Year) 

■ I 10 M). 1996 2.00 

12.24 

10 58 

3.00 

14.13 








5.00 

13.37 

10.65 

ii) 13.25, 1997 

12.00 

13.14 

13.24 

900 

13.35 

. 

. 

500 

13.81 

13.35 

0.25 

13.73 

26.25 

13.35 

13.28 

in) IT50. 1997 

2.43 

13.44 

13.49 

2.00 

13.64 

2 68 

13.60 

8.07 

13.84 

13.58 

- 

- 

15.18 

13.71 

13.55 

iv) 13.50. 1997(11) 

- 

. 



- 

0 25 

13.61 

73.21 

13.50 

13.50 

- 

- 

73.46 

13.50 

13.50 

v) 12.30. 1998 

- 

- 

- 


- 

. 

- 

- 

- 

- 

0.06 

13.28 

0.06 

13.28 

12.58 

vi) 13,65. 1998 

7.70 

13.56 

13.63 

6.31 

13.64 

0 23 

13.91 

1.89 

13.86 

13.71 

0.43 

13.74 

16.57 

13.63 

13.65 

vn) 13.65. 1999 

- 

- 

- 

1 75 

13 47 

. 

- 

0.07 

13.53 

13.62 

0.28 

13.60 

2.10 

13.48 

13.60 

vni) 13 73. 1999(FRB) 

30.00 

13.67 

13.71 



loot) 

13.73 

38.00 

13.65 

13.70 

. 

. 

78.00 

13.67 

13.71 

ix) 12 08. 2<X)I 

- 

- 

- 



0 70 

13.70 

0.47 

15.88 

13.87 

. 

. 

1.17 

14.58 

13.13 

x) 12 75, 2002 

0.03 

14 42 

13.69 

. 







. 


0.03 

14.42 

13.69 

xi) 13.40. 2(X)2 

- 

- 

- 








1.00 

13.59 

1.00 

13.59 

13.40 

xii) 13 HO. 2<X)2 

- 

- 


0 20 

13.54 






. 

- 

0.20 

13.54 

13.66 

xiii) 6 SO. 2003 

- 

- 









0.01 

14 02 

0.01 

14.02 

9.85 

xiv) 6 50, 2<K)4 

- 

- 

- 








0.00 

13.84 

0.00 

13 84 

10.10 

kvi 11 30. 2004 

0 05 

12.25 

II 89 

0 05 

13.98 

0 08 

12.65 

0.15 

14.00 

13 04 

0.38 

14.03 

0.70 

13.74 

12.87 

x\i>6 50. 2(X)5 

- 

- 

- 



- 

- 




0.01 

13.47 

0.01 

13.47 

10.31* 

xvii) 13 75, 2005 

- 

- 

- 



2 37 

13.86 




0.29 

13.89 

2.66 

13.87 

13.84 

xvtii) 14 (X). 2005 

37.65 

13 84 

13.90 

9.25 

13.98 

17 76 

13.90 

3.65 

1390 

13 94 

6.28 

13.93 

74.59 

13.88 

13,92 

xix) 14.00, 2005 (Inst) 

0.06 

13.95 

13.97 



20.00 

14.00 




. 


20.06 

14.00 

14.00 

xx) 6.75. 2007 

- 

- 

- 



- 

. 




0.01 

13.70 

0.01 

13.70 

11.25 

xxi) 11 50. 2008 

0.07 

14 70 

13.74 



- 

. 




. 


0.07 

14.70 

13.74 

xxm) 7.50, 2010 

- 

- 

- 



- 

- 




0.02 

13.63 

0.02 

13.63 

12.1) 

xxiu) 11.50. 2011 

- 

- 

- 



100.00 

14 35 




. 

- 

100.00 

14.35 

13.95 

Sub-total 

91.99 

13.63 

13.64 

31 56 

13.69 

154.07 

14.19 

130.51 

13.60 

13.57 

9.01 

13.86 

417 14 

13.84 

13.70 

(A+B)* 

553 42 

13.67 

12.83 

231.41 

14 06 

338 51 

14.11 

283.05 

13.49 

13.10 

44.27 

13.02 

1450.66 

10.17 

12.98 

C Zero coupon (Per Cent: Year) 
(i)O.(H), 1999 35.25 

14.45 


10 00 

14.72 








45.25 

14.51 


D RBI's Open Market 
Operations (PerCent) 

_ 















(A+B+C+D) 

588 67 

7.33 

12.06 

241.41 

10.77 

338.51 

12.70 

283.05 

12 79 

13.10 

44.27 

13.02 

1495.91 

10 30 

12.59 

3 REPO 

(i) 91-Day T Bill 

Oi) 364-Day T Bill 
(iii) Govt Securities 

Sub-total 

4 State Govt. Securities 

874.00 

874.00 

9.82 

13.86 

13.87 

1439.80 

1439.80 

7.63 

1 (X) 

-2047.00 
2048.00 
13.85 16 17 

! 3.87 

3.03 

1780.75 

1783.78 

6.02 

13.96 

e ~ 

13.85 

1950.00 

1950.00 

4.78 

13.73 

4.03 

0.00 

8091.55 

8095.58 

44.43 

13.86 

13.89 

Grand total 

1601.18 



1725.97 

247077 


2092.78 



2019.76 


9910.46 

- 

- 


(-) means no trading YTM = Yield to maturity in percentage per annum CY = Current yield in per cent per annum * Yield rates of these sub-groups 
of t-bills and dated securities have been used for the graphs. # exclude 12.75 per cent 1996 Central Govt Security. 

Notes: (I) Yields are weighted yields, weighted by the amounts of each transaction; (2) Current yield has not been worked out for treasury bills. 


Note exchange rate target, the real effective ultimate analysis, exchange rate stability can 

exchange rate provides a measure of be achieved only if Indian inflation rales are 

(Panunita Dehnath prepared the initial draft of competitiveness and this can be used as a not seriously out of alignment with inflation 

this review, while VP Prasanth undertook detailed reference for assessing sustainability of the rates in major industrial countries and this, 

statistical compilations and graphs.) exchange rate in relation to an earlier period, once again, underscores the need tor a 

I Though the authorities argue that “while it say March 1993, when the exchange rate cautious monetary policy” (Credit Policy 

is not feasible to have a specific nominal could be deemed to be in equilibrium. In the Stafcmenl, April 3. 1996). 
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COMMENTARY 


Repressed Inflation 

There’s Nothing Official about It! 

Pulapre Balakrishnan 

The government's claim in the Economic Survey of control over 
inflation through slowing of monetary growth does not stand scrutiny . 
The consumer price index shows no reduction in the inflation rate. The 
reduction in the wholesale price index is agricultural prices led and 
cannot have been caused by aggregate demand shifts of any kind . Over 
the last year or two the Indian economy has in fact been characterised 
by repressed inflation . 


I 

Introduction 

THIS is a brief scrutiny of the explanation 
of the trajectory of inflation during the last 
financial year that is contained in the 
Economic Survey 7995-96. At the cost of 
labouring the point, as the title of this piece 
suggests, the official explanation of the 
government is found wanting. There is, 
however, a plausible explanation for the 
recent behaviour of prices. 

Measured as the point-to-point change in 
the all-commodity wholesale price index the 
inflation rate in the Indian economy has 
declined steadily since January 1995.' The 
same cannot of course be said of the inflation 
rate measured in terms of the consumer price 
index in any of its versions, i e, the CPI for 
industrial workers*,the CPI for ‘agricultural 
labourers' and the CPI for ‘urban non-manual 
employees’. 2 This is apparent from Tabic 1 
in which are provided the figures on the 
annual inflation rate, measured alternatively 
as the rate of change in the wholesale price 
and in the consumer price indices, for 13 
successive months since December 1994. 
This dependence of the measured trajectory 
of inflation upon the price index chosen 
must be borne in mind when evaluating the 
government's claim that it has succeeded in 
reducing the inflation rate. However, even 
while this is the case I shall conduct the 
analysis in terms of changes in the wholesale 
price index if only to unravel the mechanism 
involved. 

Two aspects of the inflationary process 
during the year just past are clear from the 
data in Table 2. First, accounting for the 
decline in the inflation rate, as opposed to 
outlining its determinants, is relatively 
straightforward. The point-to-point annual 
rate of increase in the price of primary articles 
was 4.4 per cent m December 1995 as 
Opposed to 14.4 per cent at the same point 
in the previous year. ‘Primary articles’ 
account for close to a third of the composite 
index, WPI, and the decline in the rate of 
growth of the prices of these goods would 


count tor much in the movement in the 
general price level. There can be no doubt, 
therefore, that it is in accounting for the 
decline in the price of primary articles that 
the explanation of the decline in the inflation 
rate must lie. I ndeed, the overai 1 contribution 
to a given change in the aggregate price level 
of some categories ol goods, certainly of 
‘primary articles’, must be higher than that 
of its weight in the wholesale price index. 
Strictly, prices ought to be weighted by their 
respective input-output coefficients. It is not 
clear how the weights used stand in relation 
to the input-output coefficients for the 
economy. 

It is a feature of inflationary episodes that 
all prices, or at least the crucial ones, rise. 
This is certainly the case with the episode 
that wc are here concerned with. But except 
in situations that we might describe as ‘pure 
inflation’ the relative rates of increase of the 
different categories of goods will tend to 
differ. Often this holds the clue to the nature 
of the inflationary process or points to the 
principal determinants. Essentially, the 
slower 1 rate of growth of the price of ‘primary 
articles’ implies that the relative price of 
agriculture, defined a little more broadly 
than usual to include minerals, has declined. 
In this sense, the observed decline in the 
inflation rale is ‘agricultural-price led'. 4 

II 

Lower Inflation: Official View 

The government’s view of what accounts 
lor the reduction in inflation is: ‘The most 
important factor in the decline of inflation 
during 1995-96 has been the slowing of 
monetary growth. Other factors include the 
reduction in the fiscal deficit from 6.7 per 
cent of GDP in 1994-95 (RE) to 5.5 percent 
of GDP in 1995-96 (BE), opening of inter¬ 
national trade in agricultural commodities 
and the active supply management of 
essential agncultural/food products.”* It is 
possible to argue that this leaves out perhaps 
the most relevant part of the story, which 
is the government’s use of administered 


prices, but I shall first grapple a bit with the 
official view. 

As I shall demonstrate, the idea that 
aggregate demand management has anything 
to do with the observed decline in the inflation 
rate is as incredulous as the government's 
claiming credit for the efficacious use of 
these instruments. Firstly, this view has little 
validity for any respectably long time series. 
The demonstration by Saini 6 that monetary 
growth has little to do with inflation in India 
is rarely acknowledged. As for the relevance 
of the fiscal deficit, the theoretical 
foundations are so striking by their absence 
that it does not merit our serious attention. 
1 digress, momentarily, to state that our 
concern for the level of the fiscal deficit must 
derive from considerations of public finance 
and not macro-economics. 

A second reason for scepticism regarding 
the inflation rate having been fine-tuned via 
demand management is the pattern of price 
behaviour that has accompanied the inflation. 
A change in relative prices (here a crucial 
relative price in the economy, the price ol 
‘primary products’ to that of manufactures) 
discredits any explanation based on changes 
in aggregate demand, for now sectoral excess 
demand shifts are being signalled. Only by 
means of further, and essentially ad hoc. 
assumptions can a change in the inflation 
rate accompanied by change in the relative 
price of primary articles be reconciled with 
lower aggiegate demand. In any case. 

Tabu I Intlahon. Mlasiihi: h>h Mkasukc 


Date 

WPI 

CPMW 

December 1994 

11 : 

9 5 

January 1995 

12.1 

9.9 

February I99S 

II 7 

9 8 

March 1995 

10 6 

9 7 

April 1995 

10 0 

9.7 

May 1995 

99 

10 3 

June 1995 

9 1 

10 5 

July 1995 

8.4 

114 

August 1995 

8.8 

10.9 

September 1995 

89 

10.1 

October 1995 

8.4 

104 

November 1995 

8.4 

10 3 

December 1995 

6.7 

9 7 


Note' Annual, point-to-point, rate of inflation. 
CPMW is the consumer price index for 
industrial workers. 

Source Economic Survey 1 995-96. 


Table 2. Inkation, Accounting 


Commodity Group Weight 

1994-95 

1995-96 

All commodities 

100 

11.3 

6.0 

Primary articles 

32.3 

14.4 

4.4 

(a) Food articles 

17.4 

12.9 

43 

(b) Foodgrains 

7.9 

12.9 

3.3 

Fuel, power, light 
and lubricants 

10.7 

5.3 

1.1 

Manufactures 

57 0 

10.8 

8,0 


Note: Annual Inflation, point-to-point, December- 
December. 

Source: Economic Survey 7995-96. 
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aggregate demand growth can hardly be 
captured by the fiscal deficit or monetary 
policy alone. The very much higher 7 growth 
in industrial production in 1995-96 suggests 
that actually the decline in inflation has 
occurred despite quite considerable 
expansion in aggregate demand. 

Finally, one other feature of recent price 
behaviour in India that must put at a discount 
the explanation that the inflation rate is 
down due to aggregate demand management 
is the divergence in the movements of the 
wholesale prices and the consumer price 
indices. If slower growth of aggregate 
demand is the cause of declining inflation 
then retail prices must be affected along with 
if noi prior to wholesale prices Certainly 
not .liter The Economic Survey predicts 
"...because the consumer price series assign 
higher weightage to food items than the 
wholesale price series and since the inflation 
rale based on WPI was still over 8 per cent 
up to end of November 1995, the sharp fall 
recorded in December 1995 to 6 per cent 
would gel reflected in CPI senes only 
thereafter.This is somewhat disingenuous 
considering that starting January 1995 the 
inflation r;ue based on the WPI has declined 
mure or less steadily even as the inflation 
rate based on the consumer price index has 
remained steady. 

HI 

Lower Inflation: An Explanation 

Once again focusing entirely on the rate 
of change ol wholesale prices, we are left 
with having to provide an explanation of (he 
lower inflation rate over the past year. I shall 
take n as not controversial that the reduction 
in the inflation rale has been agricultural- 
prices led. All that remains then is to provide 
an account of the lower rate of increase in 
agricultural prices. I shall concentrate on the 
price ol foodgrams for its greater importance 
to the inflationary process. Of the major 
groups within the category primary articles, 
'foodgruins' have registered the second 
highest rate of price increase. 'Non-food 
articles , principally taw materials, may have 
experienced an even larger decline in the 
rate of pnee i ncrcase, but the role of foodgrai n 
prices in an inflationary process is 
undoubtedly greater. 

To understand the decline in Joodgrain 
prices during 1995-96 one need look no 
further than the government's holding of 
toodgrum stocks. Data on the central pool 
are presented in Table 3. Comparing the 
stock ol rice and wheat tn the month of 
January. 4 1996 is the first year in three when 
the central pool slock has actually declined. >n 
Compared to July 1995, July being the month 
when government stocks appear to peak, in 
January 1996 slocks were over*one-third 
less. This is not an insignificant change in 
the environment during 1995-96. It would 
seem that no other single factor (or even 
factors combined) dominates government 


dishoarding of grain in accounting for the 
decline in fnodgrain prices. This decline in 
food slocks has two aspects to it. One. supply 
determined, is open market sales by 
government and (he other, demand 
determined, is greater offtake from the public 
distribution system In the absence of ready 
information it is difficult to say which of 
these sources has dominated the change in 
the government stocks. The increased open- 
market sales of gram being largely the result 
of a deliberate policy move on the part ol 
government ts less interesting a development 
to explain than increased offtake from the 
PDS which as, 1 have mentioned, is demand 
dctei mined and ii is to an explanation of this 
that I now turn Nevertheless, as far as their 
impact on prices is concerned, both open 
market sales <md increased offtake from 'he 
PDS work via icducmg demand for open 
market gram 

PDS 'oiltake' is demand determined, as 
opposed to PDS allocation’ which is the 
amount supplied by the centre to any 
paiticularstalc'sdepanmcntof civil supplies. 
We now have evidence* 1 that the most 
important determinant ol the amount of grain 
taken off the PDS is directly related to the 
margin between the market price and the 
ration price. The margin has steadily risen 
since February 1994 when the issue price, 
the price at which the FCI is authorised to 
sell grain to the states, was last 1 *' raised As 
the margin has risen, consumers with access 
to the PDS have increased theirconsumption 
of PDS grain. This accounts for the increased 
'offtake* But very much importantly for our 
picsent concerns, it. and it alone, can account 
for the timtinuntf? decline in the rate of 
inflation Thus, while it has been correctly 
obscived that the government has barely 
raised administered prices* 1 in 1995-96, this 
is a feature that cannot account lor the 
continuing decline in the rate of change of 
the general price level. While a change in 
an administered price is per se germane to 
the issue of inflation, it cannot explain the 
observed continuing decline in the wholesale 
price index, being in the nature of a one- 
shot increase and thus contributing only a 
blip in the inflation rale. However, the result 
of a steady issue price in the face of an 
independently rising 14 market price is that 
consumers switch their purchases out of the 
open market into the PDS thus slowing the 
increase in the market price. Over time, as 
the margin widens, as it must, the extent of 
switchover increases 1 ' inducing aconlinutng 
reduction in the rate of increase of open 
market prices. The magnitude of this effect 
is suggested by the figure of 33 per cent for 
the decline m government stocks between 
July 1995 and January 1996. There was 
barely any decline in stocks over the same 
period during the previous year. The decline 
after July 1995 came at the end of 12 months 
of stockpiling. 

The evidence presented here may be used 
to argue that the government has reduced the 


inflation rate via ‘active stock management *. 
hut this is not entirely correct. For in an 
economy where the government intervenes 
via prices the quantities are, more or less, 
endogenously determined."* This is true of 
procurement and public distribution and 
actually true* 1 of open market sales too. Thus 
while it is correct to observe that the market 
price of grain has declined as the level of 
government stocks has declined, the 
reduction in stocks has been triggered by the 
use, intentional or nol.ofthc price instrument, 
the issue price. 

Finally, 1 have not referred lo the role of 
an environment ol increased availability ot 
toodgrains in the Indian economy during (he 
past year. Tins is not an unimportant lacior. 
The rate of growth of foodgruins in the year 
1994-95 was substantially higher than in the 
previous year, during which the growth of 
foodgruins output had (alien. 

IV 

Role of Monetary Policy 

There is a view that the monetary policy 
stance is entirely characterised b> the rate 
ot growth ot money stock, howsoever 
defined. This appears to summarise the 
outlook of the leadership ol the Reserve 
Bank of India, and is certainly that expressed 
in the Economic Survey 1 995*96. Needless 
to say. there is an alternative view which is 
that the monetary policy stance is defined 
by the nominal rale ol interest relative to 
some benchmark level. But I shall ignore 
this point of view for my intention is to 
evaluate the government's claims regarding 
the conduct of monetary policy in 1995-96. 
The government's view of the efficacy of 
monetary policy is con veyed in its statement. 


Table 3 Central Pool Food Stocks 


Dale 

Stocks 

January 1994 

22 0 

July 1994 

30 7 

January 1995 

30 1 

July 1995 

356 

January 1996 

24 6 


Note Stocks are of nee and wheat in millions of 


tonnes 

Soun e Economic Survey iW5~96 

Tabu 4.1 ‘Monetary Management’ - 
‘Support iu Production* 
Growth Rate of Components of Money 


1994-95 1995-96 


Net bank credit lo government 

9 1 

15 3 

Bank credit to commercial 



sector 

21 8 

IK 5 

Net foreign exchange 



assets of banks 

44 3 

3 1 

Aggregate M, 

22 2 

152 

Note. Figure for 1994-95 is 

the change over 

March 31 to March 31 

Figure 

lor 1995 


% is change over March I to March I 
Source : RB/ Bulletin , October-November J W 
and Weekly Statistical Supplement. RBt 
March 23. 1996. 
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quoted in Section II, that die reduction in 
the inflation rate is primarily due to the 
slower growth of money in the economy. 
Of the rationale of monetary policy the 
Economic Survey has the following to say: 
“Monetary management in 1995-96 was 
aimed at the twin objectives of reducing 
inflation and providing necessary credit 
support for production and investment.** 11 

As for the role of monetary policy in the 
reduction of inflation the power of this claim 
must he apparent from the discussion so far, 
but I shall repeat the riposte for focus. First, 
going by the rate of change of the consumer 
price index as the measure of inflation we 
find that there is no reduction in the inflation 
rate at all. Next, focusing exclusively on the 
wholesale price index there is a reduction, 
but being entirely agricultural-prices led it 
cannot have been caused by aggregate 
demand shifts of any kind. On the other 
hand, I have provided here a plausible story 
of how agricultural prices have declined 
thus lowering the inflation rate, and this 
story has nothing to do with monetary policy. 

Even though I am mostly concerned with 
the behaviour of prices here, when evaluating 
the iole claimed for monetary policy by the 
government it is natural to extend our 
attention i o t he question ol whether monetary 
policy in 1995-96 has succeeded at least in 
the second of its objectives, that of providing 
necessary credit support for production and 
investment. For a start, we have the entire 
leadership of the corporate sector 
complaining of a credit crunch. Since it is 
not at all clear what they might gain from 
flagging a credit crunch when it does not 
exist the onus is clearly on the monetary 
authority. The RBI has referred to the 
increased rate of expansion of 'non-food 
credit*, h would help to take a look at the 
figures. Before doing so, however, recognise 
that the growth of the money stock, especially 
point-to-point measures, arc subject to 
marked variance as wc vary the end points 
of measurement. The measure of monetary 
growth over 1995-96 used here is that for 
the 12 months starting March I, 1995 and 
ending March 1, 1996. This was the most 
recent data’* available at the time ot writing. 

Viewed from the perspective guiding the 
Economic Survey that it is the quantity of 
money that defines monetary policy, two 
aspects emerge out of a review of the 


behaviour of the principal components of 
M, during 1995-96 presented in Table 4.1. 
First, going by this data there has occurred 
a reduction in the flow of bank credit to the 
commercial sector. Now, there appears to be 
a prima facie case for the complaint that 
there has been a shortage of credit. More 
seriously, this has occurred at a time when 
net bank credit to government has increased 
very substantially. If monetary management 
had aimed to provide credit support for 
production and investment it certainly has 
not succeeded in the year just gone by. Quite 
simply the financial sector, including the 
RBI. has increased its lending to government 
while reducing its lending to the commercial 
sector. 

I now turn to what according to the 
government is the principal aspect of 
monetary management, the control of the 
money stock. From the figures in Table 4.1 
itself wc get at least a little bit of a handle 
on the question ot how the reduction in 
money growth may have come about: very 
likely due to the very substantial reduction 
in the net foreign exchange assets ol hanks. 
A more conclusive exercise, however, may 
he devised. T his is performed with the data 
on the grou’li of reserve money. Consider 
thccounicrfactua! that in 1995-96 ‘RBI credit 
to banks and the commercial sector* 
continued to grow at the rate at which it grew 
in 1994-95, while all othei components of 
reserve money grew at the rates registered 
in 1995-96 (‘actuals') The growth of 
aggregate reserve money would still remain 
below the figure of 22.1 per cent registered 
in 1994-95. Next consider the eounterfactual 
that in 1995-96 ‘net foreign assets of the 
RBI* grew at the rate at which they did in 

1994- 95 while all other components of 
reserve money grew at rates registered in 

1995- 96. thus giving ‘credit* to the RBI for 
any reduction in the extension of credit to 
the banks and the commercial sector. We 
would now find thal I he growth of reserve 
money would exceed the ra£ registered in 
1994-95. The results are presented in 
Table 4.2. The point of this exercise is to 
highlight the crucial role of reduced capital 
inflows, which are translated into reserve 
money, in lowering the growth of reserve 
money and thus aggregate monetary growth 
in the economy during 1995-96. Thus, even 
if it were the case that the lower inflation 


is due to a lower rafeol growth of the money 
stock, 'monetary management* has had little 
to do with containing the growth of money. 

V 

Concluflioa 

Repressed inflation was a feature of many 
of theerstwhile socialist economies of Eastern 
Europe where controls and soft budget 
constraints kept prices under leash. Ironically, 
even while the scale is clearly different, over 
the past year or two a situation akin to this 
has come to characterise a large part of the 
sphere of the Indian economy wherein the 
government intervenes. It is not sustainable. 

Notes 

1 See Table I 

2 Sec Economic Survey 1995-96, Table 5.1. 

3 Both relative to ihc past and relative lo ocher 
goods. 

4 For a model of food-price led inflation see 
Taylor (1982) 

5 Ecommut Sttne\ 1995-96. paiagraph 19 * 

6 Sami (1979) 

7 12 per cent (or (he period April-Sepicmhcr , 
1995-96 as opposed to K 6 per cent in 1994-95 

K Para 17 

9 Only because ihc figure for January 1996 is 
ihc last date for which data is available in ihc 
Eamomu Survey 

It) See Ltunomit Survey 1995-96. Table 5.H. 

11 See Balakrishnan anil Kamaswaiiu (1995a) 

12 See Et anomic Sur\e\ / 9V5-y6, Tabic 5 II 

13 See Ecotumu Survey /V95-96. Table 5.2. 

14 Over any one crop-cycle ihc open market 
price begins to rise soon aticr the harvest 
related decline lo compensate the slock holder 
for carrying cost 

15 While this is not difficult lo explain (he reason* 
for these are involved and arc not set out here 
For an elaborate account see the model in 
Balakrishnan and Kainaswumi 11995a) 

16 See Balakrishnan and kamaswaiiu 11995bi 
for an account of how intervention in the 
Indian foodgrains market works 

17 For what the government does is to set tht 
price and the market chooses ihc level t>l 
sales. If the price were allowed to var> will 
aggregate sales, it would lend to nsc. thin 
defeating the purpose of this intervention 

18 See Econtmit Suney 1 995-96. paragraph 21 

19 See Weekly Statistical Supplement . KBI 
March 23, 1996. 
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Tails 4.2- ‘Monetaky Management* - ‘Contiolling the Money Stuck’ 
A Rudimentary Counterfactual Simulation 


Item/'Quantity * 

Actual 

Run' 1 

Run’ 2 

(1) Net RBI credit to governments) 

117853 

117853 

117853 

(2) RBI credit to banks and commerce 

24129 

32156 

24129 

(J) NFAofKBI 

72225 

72225 

101698 

(4) Government currency liabilities 

2245 

2245 

2245 

(5) RBI's nan-mon liabilities 

34812 

34812 

34812 

Total = 1 +2+3+4-5 

181640 

189667 

211113 

Simulated percentage change March 1.1996-March 1, 1995 
Actual percentage change March 31,1995-March 31, 1994 


14.9 

28.0 

22.1 


Note Money stock figures are in crams of rupees as outstanding on March 1.1996. 
Sourer: As in Table 4.1. 
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Harvesting the Crop 

Interim Budget 1996-97 

Ashok Gulati 


The interim budget for 1996-97 does not contain anything for 
agriculture except the proposed increase in food and fertiliser subsidies . 
On the growth front , while agriculture performed well during 1992-93 
to 1994-95, it is difficult to say whether this wo\ because of the 
economic reforms or good monsoons . 


THE central government's interim budget 
for the financial year (FY) 1996-97 did not 
contain any policy announcements by the 
finance minister <FM) as it was a vote-on- 
accounl to meet the usual expenditures ol 
the government till the new government 
assumes office after the parliamentary 
elections. Presentation of the full budget is 
the prerogative ol the new government. The 
FM, however, took this opportunity to place 
bcloie the nation a report card on his 
government s term in office, besides the 
mundane job of making allocations for the 
ministries and the ongoing programmes It 
was obvious to expect him to llag all tlie 
achievements of his economic reforms and 
hide the shortcomings under the carpet It 
was lime for him to harvest the crop that 
he planted and watered for almost four-and- 
a-hall years. Let us sec what he had to say 
with respect to agriculture and try to plough 
through the budget 

In hi* budget speech, the FM rcmaikcd 
Agriculture pi ovules livelihood tor iwo- 
thudsofour people and has been given high 
prmniy in our policies We have provided 
more remunerative prices We have removed 
barriers to internal and external trade in 
agricultural commodities. We have 
encouraged agio-processing activities We 
have sharply reduced the bias against 
agriculture in our foreign trade policies. The 
goal has been to quickly expand income 
earning opportunities for our farmers. 

Honourable Members will join me in 
paying handsome tribute to our farmers 
They have lesponded superbly to these new 
policies. Agricultural production declined 
during the crisis of 1991-92 but thereafter 
it has grown by more than 4 per cent per year, 
on average, in the next three years. Food 
production also rose by more than 4 per cent 
per year, on average, to reach a record level 
of 191 million tonnes in 1994-95. A similar 
bumper output is expected in 1995-96. 
Foodgrain production, however, is only one 
part of the story. Agriculture has also diversi¬ 
fied. Milk production has also gone up by 
nearly 10 lakh tonnes between 1990-91 and 
1994-95. The production of fruits and 
vegetables has also increased substantially. 


So much lor those critics who used to claim 

that our policies have neglected agriculture 

Ri A! ir> Llss Rosv 

How many of the above claims of the FM 
can be supported' The FM claims that his 
reform process gave high priority to 
agriculture The average farmer or even 
several economic experts feel that agriculture 
was by and large neglected in the reform 
agenda. Su»el> (here is a wide communication 
gap between him and his countrymen His 
team failed to sell the reforms package for 
agriculture, il ihcie was any. especially to 
the rural masses The relormers announced 
industrial policy relovms. trade policy 
reforms, tax rcimms. financial sector 
reforms, etc. with all the noise, but there 
was not any major announcement with 
respoi t to i elorms in agriculture. In fact the 
relormers never prepared any blueprint for 
revitalising tins important sector, perhaps 
thinking it is the responsibility of the state 
governments As a result, they failed to 
create any big constituency for the reforms 
in the agrarian sector, although that sector 
would logically be a major beneficiary of 
the reforms process. 

The FM further claims that farmers were 
given remunerative prices. Yes. it is quite 
true During 1992-93 and 1993-94, the 
procurement prices ot major commodities, 
especially wheat and nee, were increased 
significantly - wheat by almost 46 per cent 
and paddy by 35 per cent over 1991-92 
levels. But since this was done without any 
major restructuring of public distribution 
system iPDS), it caused problems at the 
consumer end. To contain the food subsidy 
bill, issue prices were raised, off-take from 
PDS declined, and the poor consumers 
seemed to have been hit adversely. Promises 
of Rs 2Ag nee schemes m Andhra Pradesh, 
and ’jhunka-hhakhar’ in Mahanuhtraby non- 
Congrcss parties routed the Congress Party 
in the assembly elections during 1994-95. 
Thereafter, the increase in procurement pnees 
was moderated while the issue pnees were 
frozen at February 1994 levels. 
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Reducing Discrimination? 

One of the most significant policy changes 
that the FM claims would affect Indian 
agriculture is the reduction in excessive 
protection accorded to industry, which 
hitherto discriminated against agriculture. 
Theoretically, it is quite nght - and it is 10 
the credit of the FM that he has admitted 
as much - that Indian trade policy was 
heavily discriminating against agnculture. 
With the peak and average tariff levels on 
manufactured goods coming down, the terms 
of trade would automatically shift in favour 
of agriculture. It would significantly improve 
the relative profitability of agnculture. 
inviting investments and spurring growth in 
this sector There is no doubt that peak tariff 
rales on industrial goods have come down 
over the years from about 300 per cent to 
50 per cent (except consumer goods and 
passengers’ baggage) and that agriculture 
also is somewhat more liberated today than 
in earlier years. But how much improvement 
has this brought about in terms of trade for 
agnculture 9 

The Economic Survey (1995-96) gives the 
price indices of agricultural products as a 
percentage of price indices of manufactured 
products with 1981-82 as the base. In 
1991 -92. the year of crisis and corrective 
measures, this percentage stood at 116.4, 
which went down to 113.2 in 1992-93. II1 6 
in 1993-94. 114.5 m i994-95 and stood at 
113.3 for Apnl to December 1995. Thus 
there does not seem to be any improvement 
in terms of trade as claimed by the FM. But 
strictly speaking, these percentages of pnee 
indices are not terms of trade as they do not 
attach consumption weights ot the buying 
sector. A more appropnale series of terms 
of trade is prepared by the Commission tor 
Agricultural Costs and Prices with the 
tnennium ending 1971-72 as the base As 
per this senes, the terms of trade did show 
an improvement in 1994-95. The percentage 
ot pnees received to pnees paid by the 
agncultural sector was 89.9 in 1990-91. 
which improved to 92 1 in 1991-92. hut 
detenora&ed to 88.6 in 1992-93, and remained 
there even in 1993-94. It was only in 
1994-95 (April to December 1994) that this 
percentage went up to 93.3. The figure for 
1994-95, which shows an improvement of 
4.7 percentage points over the previous year, 
is still provisional, and that for 1995-96 is 
being worked out by CACP But compared 
to 1991-92, it is only l .1 percentage point* 
higher, which surely is not a ugnificun* 
improvement. It remains a bit o* a pu/vle. 
as the logic of tariff reforms must get 
translated into significant improvement in 
terms of trade for agriculture T 't la, t that 
kts not happening many sign.: , measure 
suggests that either there was e ..gf water 



in the tariffs', especially in the peak rates 
or the import policy for manufactured goods 
is still quite restrictive. In either case, 
whenever agricultural prices are raised, the 
manufacturing sector attempts to pass this 
on to the consumers by raising the prices 
of manufactured goods and thereby restore 
the old parity in terms of trade. In a protected 
market, the manufacturing sector is able to 
achieve this, which restricts the gains to the 
agricultural sector of prospective favourable 
movement in terms of trade. It is exactly this 
that seems to have happened in the Indian 
case. While peak tariff rates have been 
reduced, the average tariff reductions in 
manufactured commodities is very marginal 
if one nets out the impact of devaluation/ 
depreciation of rupee. 

It indicates that for agriculture to gain 
significantly from reforms, the process of 
trade liberalisation both for manufactured 
and agricultural commodities has to 
accelerate. Only then would terms of trade 
lilt in favour of agriculture, bringing a large 
transfer of real incomes towards agriculture. 
This indeed can he a powerful engine of 
growth as it has a potential not only to raise 
investments in the rural sector but also to 
open up rural markets for industrial products, 
thereby strengthening the bi-directional 
relationship of growth between industry and 
agriculture. So far the results of reforms in 
this regard fall much short of the claims 
being made by FM, though in due course 
it should follow if the liberalisation process 
picks up momentum. 

Growth. Reforms and Monsoons 

The FM further claims that his rclorms 
of the agricultural sector have spurred growth 
in this sector. As a result during 1992-93 
to 1994-95 agriculture has registered an 
average annual growth of more than 4 per 
cent. Foodgrains production has touched a 
record level of 191 million tonnes and 
government stocks of grains are overflowing, 
having touched 36 million tonnes in July 
1995. About 5 million tonnes of grains are 
being exported during 1995-96. How much 
of this is due to reforms and how* much due 
to good monsoons is very difficult to 
decipher. But there is no doubt that the 
country has witnessed normal rainfall 
during the last eight consecutive years 
starting with 1988, and they must have 
contributed significantly to the growth of 
this sector. 

What about 1995-967 If the growth during 
the three preceding years has been largely 
the result of reforms, then 1995-96 should 
also experience good growth. But the FM 
is silent on this and his only remark in this 
context is that we shall have bumper crop 
of foodgrains this year too. The Economic 
Suney, however, puts this anticipated figure 


at -0.1 per cent. This is hard to believe by 
any logic. The reasons are the following: 
rainfall during 1995 has hecn normal; 79 per 
cent of the districts have experienced above 
normal rainfall as against only 76 per cent 
in 1994; only 21 per cent of districts have 
below normal rainfall as against 24 per cent 
in 1994; irrigated area (utilised) through 
major and medium schemes as well as minor 
schemes is expected to go up by 2.1 million 
hectares during 1995-96 over last year; area 
under HYV of seeds under different crops 
is likely to go up by 3.7 million hectares 
during 1995-96 over last year; fertiliser 
consumption is likely to be higher by 2.2 
million tonnes and disbursement of 
agricultural credit is likely to be higher by 
Rs 5,337 crore. With all these critical inputs 
going up reasonably well, and with rains 
being normal, it is extremely difficult to 
believe that agricultural production would 
not only remain at a standstill but would 
marginally decline. It is equally difficult to 
understand when the government has gone 
out of the wax u> present a much rosier 
picture on the macro front than what actual ly 
exists, it has failed to capitalise on the trends 
in agriculture. The NCAER economy wide 
model forecast, led by S Bhide, predicts a 
2.7 per cent growth lor agriculture during 
1995-96. This appears to be moic logical, 
if the data pertaining to various inputs as 
presented in the Economic Survey is correct. 

I expect when the final figures come, 
agriculture may register a gmwth of 2.5 to 
3 percent over 1994-95. Even this may have 
an element ol underestimation. This is 
because the way growth data lor agriculture 
is being compiled, it is heavily weighed in 
favour ol performance of foodgrains while 
the gmwth currents, at the margin, are very 
strong m new activities within floriculture 
and horticulture 


Snismii's 

When the reforms started way back in 
July 1991, the FM was very emphatic in 
reducing all subsidies. Fertiliser and food 
subsidies were considered eyesores to macro- 
stabilisers. But alter decontrollingphosphatic 
and potussic femlisers in August 1992, 
the FM got stuck with fertiliser subsidies. 
And after losing the assembly elections in 
1994-95, no one had the courage to reduce 
food subsidies. The budgeted figures for 
food subsidy lor 1995-96 was Rs 5,250 
crore, and lor fertiliser subsidy Rs 5,900 
crore (including Rs 5(X)crorc for decontrolled 
fertilisers) The revised figures turned out 
to be Rs 5,500 crore for food and Rs 6.735 
crore for fertiliser subsidy. The budgeted 
subsidy for 1996-97 is even higher: Rs 5,774 
crore for food and Rs 7.300crore for fertilisers 
(including Rs 5(H) crore for decontrolled 
fertilisers). Fertiliser subsidy, which had 


come down from 0*82 per cent til GDP in 
1990-91 to 0.56 in 1993-94 has been going 
up again. It stood at 0.63 per cent of GDP 
in 1994-95 and about 0.68 per cent of GDP 
in 1995-96. It is budgeted to remain in this 
region even in 1996-97, but may cross it 
when revised figures come unless urea prices 
are revised upwards. 

It is widely known that failure to tackle 
the fertiliser subsidy has led to unbalanced 
use of N, P and K. Against the recommended 
ratio of 4:2:1, the actual ratio ol N. P and 
K in 1995-96 is likely to be 8.3:18:1. 
Obviously, it indicates ample scope to cut 
down fertiliser consumption without 
adversely affecting the output. It calls lor 
a bold decision to provide right signals to 
users by correcting the relative prices of N, 
P and K, as well as by educating the farmers 
ior using correct mix of N, P and K. Longer 
the delay in correcting these prices, larger 
the national loss. 

Food subsidy, though desirable, remains 
untargetted. Its effectiveness can be increased 
if PDS is restricted only to the people below 
poverty line. The revamped public 
distribution system (RPDS) that was started 
m 1775 blocks in tribal, hilly desert and 
remote areas is a step in the light direction 
provided it is allowed to be monitored by 
local panchayats. It is now being extended 
to another 650 blocks It would increase the 
subsidy burden unless the generalised PDS 
is contracted. But that would he asking too 
much from the Congress government and 
that loo in an elect iuii yeai. 

CoNCLl’DlNO Kl MARKS 

The interim budget ol the central 
government for the year 1996-97 does not 
contain anything ol significant importance 
to agriculture, except the proposal increase 
in food and fertiliser subsidies. The area ol 
fertiliser subsidy has turned out to be the 
hardest nut for the FM to crack. He has Iclt 
it hanging half-way alter the dccnntiol ot 
P and K fertilisers in August 1992 Since 
then his various attempts to lower the burden 
of fertiliser subsidies have not met with any 
success. And lately, presumably under 
political compulsions of an election year, n 
is surging back to a situation from where 
he started in 1991. 

On the growth from, while agricultuie 
has performed quite wcH during 1992-93 
to 1994-95, it is difficult to say whether this 
is because of reforms or good monsoons, 
presumably both. But surprisingly, while all 
parameters pertaining to critical inputs 
indicate that agriculture in 1995-96 also 
should perform good, somewhere in tin* 
range of 2.5 to 3 per cent growth, the 
Economic Survey and the Budget speech ol 
FM remain silent on that. In fact Economic 
Survey indicates a marginal decline. 
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What Does the National Family Health 
Survey Reveal? 

Malini Karkal 

The report of the National Family Health Survey is significant not for 
the data that it has collected - much of it is already available through 
other reliable surveys . - but for the relative emphasis it places on data 
which directly support the population control programme. Is there a 
hidden agenda? 


WHILE critiquing fertility studies in Africa, 
Agnes Riedmann m her book Science that 
Cntonisn. says that the exploitation of the 
developing nations which began in the 
15th century, through European military 
power ,i s ali vc and expanding today through 
scientific research. The “right to invade” 
now allows for data collection on a massive 
scale, whereby information is organised 
and stored to monitor populations m the 
interest of the external powers. The projects 
arc modern versions of the past activities 
that disrupted and distorted cultures, 
extracted material goods or controlled 
populations. Riedmann says that with the 
aid of science, bureaucratic surveillance 
and cultural control is achieved so that 
people lose the right to define their own 
values, problems and solutions It is well 
accepted that researchers arc not value free 
and the instruments that are used carry the 
biases ot the planners of the research. 
During the past few decades the middle 
classes and the intellectuals in the third 
world countries have been brain washed 
to believe that the problems of poverty, 
illiteracy, unemployment, malnourishment, 
high infant and child mortality high maternal 
mortality, environmental degradation, etc, 
can be solved by population control. This 
attitude providcsjustification for widespread 
practice of coercion in the practice of family 
planning programmes that one regularly sees. 
Research is conducted to provide support to 
the programmes that the population lobby 
promotes. 

In the 1980s the World Fertility Survey 
(WFS) collected data from 42 developing 
and 18 developed countries with a sample 
size varying from 5,000 to9,000 households. 
WFS was followed by the Demographic 
Health Surveys (DHS) which collected data 
from 38 developing countries on lines similar 
to those of the WFS. Funding for these 
surveys came mainly from the US. In spite 
of serious efforts on the part of the project 
planners, China and India, the two most 
populous countries, did not join the WFS 
as well as DHS. However, as the political 
situation changed, the US was able to 


persuade China to conduct National Survey 
of Family Growth m 1988. Similarly, USAID 
funded the National Family Health in India 
in 1992-1993. 

It must be mentioned here that the entire 
operation of these surveys, from designing 
the project instruments to writing and 
publications of the reports, is closely 
supervised by the international experts. The 
funding lor these surveys comes from outside 
(mainly the US) and the expenses on these 
surveys are larger than the those incurred 
by the local projects The financial and ’status 
symbol’ vulnerability of the local staff helps 
the bureau rat i c control of the funders through 
the use of local experts 

The reports ol the surveys are distributed 
throughout the world and interested 
researchers arc given access to the data that 
are collected. Besides country report WFS 
and DHS have published monographs on 
several subject, and written by authors from 
a wide variety of disciplines and from 
different parts of the globe. Since all these 
writings have the same source of data, they 
supplement the interests oi the original 
research. That this wide network of 
researchers is influenced to accept the 
interests of the piomoters of the projects 
such as WFS and DHS and their writings 
thereafter, arc in line with the thinking of 
funders ol these pmjects. Demographers huv c 
contributed immensely to the development 
of population control policies in the third 
world countries. They have been responsible 
forfecidmg demographic goals such as birth 
rates jnd the numbers ol couples that were 
to be ■ protected 1 from conception through 
contraception. Demographers have also 
provided details on the 'births averted* 
because if the distribution of contraceptives 
of the government 

India has a long history of census taking. 
The unbroken record over a century of 
census enumeration is perhaps and envy 
of many countries, including most of the 
first world countries. The Indian censuses 
provide data that arc reliable enough for 
any planning and understanding the 
situation of Indian population. The Registar 


General (RG), besides census operation, is 
also responsible for the registration of vital 
events. The Sample Registration Scheme 
(SRS) is aimed at improving the quality 
data collected by RG. The researcher has 
access to adequate reliable data, and 
especially demographic data. In fact in a 
recent interview the Registrar General has 
slated, 'Thanks to a century and quarter 
of experience in census taking, even the 
manual methods of counting have been 
perfected to give satisfactory results and 
now computerisation has revolutionised 
process and data forms for the 20() 1 census 
will use Optical Mark which will process 
25,000 forms per hour”. 

National Family Health Survey 1992-93 

The NFHS was launched by the ministry 
of health and family welfare (MOHFW) 
in 1991. The International institute for 
Population Sciences (UPS) Bombay, was 
designated as a nodal agency tor provid¬ 
ing co-ordination and technical guidance 
The data collection was undertaken by 
various consulting organisations (CCK) 
in collaboration with the concerned 
Population Research Centres (PRCs) in 
each state Technical assistance was provided 
by East-West Centre, Hawaii, US. and the 
US-based Macro International (which was 
also involved in the Family Growth Survey 
in China) 

The NFHS covered 24 slates and Delhi. 
In all. the survey covered 99 per cent of the 
Indian population. The use of the latest 
imported technology has made the NFHS 
data available almost within an year. The 
report ot the NFHS states that “It was 
undertaken with the principle objective of 
providing stale-level and national level 
estimates of fertility, infant and child 
mortality, the practice ol family planning, 
maternal and child health care and the 
utilisation of services provided lor mothers 
and children. Another important objective 
of the NFHS was to provide high quality 
data to academicians and researchers for 
undertaking analytical research on various 
population and health topics” (p IX). 

The NFHS report provides details not 
only on the findings on state and national 
level infant and child mortality and indices 
of fertility such as birth rates, the age 
specific fertility rates (ASFRs). total fertility 
rates (TFRs) and number of children born 
and the number surviving, as well as infor¬ 
mation on age at marriage of the girls and 
boys and the age of the woman at 
cohabitation of marriage. However, these 
data are available from the Registrar General 
of India through census and the Sample 
Registration Scheme (SRS). Interestingly 
in its own submission the data from the 
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NFHS and that from the RG compute 
welt excepting Tor the sex ratio of the 
population. 

Sex ratio tor the NFHS population was 
944 whereas that reported by the census was 
927. On this difference the report comments 
(p42) 'Thecensus includes institutional and 
homeless person, who are overwhelmingly 
male, whereas the NFHS excludes such 
persons aside from the differences in the 
coverage, the discrepancies in population 
between NFHS and 1991 census could 
have occurred if NFHS missed males more 
than females or the census missed females 
more than males or if both occurred. It 
seems highly unlikely that NFHS missed 
more males than females because 
undernumcration of females is typically 
more common in India". 

Since the results of the highly sophisticated 
NFHS and routinely collected data of the 
census and the SRS match well one may 
conclude that obtaining demographic data 
is not the justification for the expensive 
NFHS exercise. Censuses collect data that 
provide a broad profile of the population and 
that helps m planning 

The data on family planning and contra¬ 
ceptives use are regularly published by the 
MOHFW. The ministry also provides 
information on the maternal and child health 
services, including ante-natal, natal and post¬ 
natal services as well as on the immunisation 
of children and of the mothers. Again the 
NFHS data compare well with these official 
figures. What neither set of data gives is the 
quality of the ante-natal, natal and post-natal 
services. Presenting the number of antenatal 
visits, docs not tell whether these services 
did conduct the necessary investigations and 
inform the mothers about the findings of 
the investig.i«i"ii> and their implications. 
One is also not in a position to know whether 
any corrective treatment was advised and if 
advised whet her it was followed. It is reported 
tli.ii in several places haemoglobin count 
was not taken or blood pressure is not 
measured It is also found that the women 
who are anaemic are not given sufficient 
aJ* ise and motivation for correcting the 
health situation. 

Maternal mortality in India is high. But 
"this is not the only disturbing situation. 
Investigations have shown that among the 
survivors, the incidence of morbidity is very 
high and this morbidity has existed betore 
the women became pregnant, indicating that 
women in general suffenll-healih and anyone 
interested in their welfare must deal with the 
problems of general ill-health of the women, 
it is tiue that the demands of pregnancy and 
child birth aggravate the problems of health. 
However family planning is not the solution 
for the improvement of health of the women. 
Promotion of family planning by arguing 


that that will reduce maternal mortality * 
avoids the basic issues. 

In contrast to the results from censuses 
one expects surveys to provide information 
on specific issues that can help in planning. 
From the title ot the NFHS one expects that 
the elaborate exercise will provide data on 
family* and on 'health* of the Indian popu¬ 
lation which the individuals and orga¬ 
nisations working in the field ot the respective 
interests can use in the planning of their 
work. The NFHS has tailed on this count 
too because n does not provide any dalu on 
several issues that worried icsearchers and 
.ilIivisIs m the field. Reporting on the 
incideiiceof malaria. tubeiculoMs and leprosy 
or tor that matter on physical impairments 
does not help Besides reseuichers arc well 
aware that even in populations ot the 
developed countries accuracy ol the data on 
morbidity.especially collected through field 
surveys, is always suspect Since in many 
other areas NFHS provides data that do not 
seem act. mate. one cannot depend on (he 
quality of the data. 

Information provided by NFHS, on the 
households and then composition, has the 
same weaknesses as seen in census data. In 
patnaichai societies the male gets the 
headship ol the household whether he 
supports the family or not. also, the tradition 
ot considering marriage "as an eternal bond 
that hinds two souls together for ever - tit 
is) a sacrament and there is no breaking away 
or parting from the union" ip 74) The report 
states widowhood is discriminatory to 
women where remarriages among women 
aie socially pioluhiied While this is true, 
women*s groups have found that in rural 
areas a significant proportion of women arc 
‘deserted* and as a consequence they face 
a wide range of exploitation. A movement 
has been launched, especially in Maharashtra 
to highlight the puiolems of these deserted 
women and (heir children. However under 
the prevailing situation these women do not 
report themselves as deserted* and in the 
census these women are classified in the 
group married’ thereby providing no help 
lor tackling their problems. The NFHS does 
not help either This is particularly distressing 
especially when the survey that has 'family* 
in its title.The women’s movement is 
attempting to bnng these women out ot the 
traditional exploitative situations. As a first 
step these women are being encouraged to 
report their marital status as deserted’ so 
that demands for reservations in housing, 
in economic activity, in education for their 
children and physical protection can be 
made. An enquiry in a few villages in 
Maharashtra showed (hat over 5 per cent 
of the households have 'deserted’ women. 
Based on these findings ot the enquiry in 
the state a list of demands on behalf of these 


women was made. In (he State Policy on 
Women, that was accepted by the government 
of Maharashtra, the issue of deserted women, 
have received special attention. 

It is accepted that the traditional outlook 
to the status ol women and marnage leaves 
women to lend for themselves and (heir 
families. A general notion assumes that the 
responsibilities is meeting the economic 
needs of the family members is on the head 
of the fami I y. U nspoken assumption iheretore 
is that the main earner in the family is the 
head Work of the feminists lias conclusively 
shown invisibility of the women in »hc 
workforce. Important among these is the 
report ol the Commission on the Sell- 
hmployed Women. It has been shown tlut 
30 per cent ol the families are solely 
dependent on the earnings ol the women..ml 
another 30 per cent ol the Lundies women 
earn muie than the men. In spite ol the tact 
that in about 60 per cent ol the lainilie.s 
women take up the maior economic buiden. 
at the census cnumc 1 • 1 «. n is in baich 10 
per cent or 11 pci cent ol (he families that 
females are reported a\ head ol the Lunik 
Such reporting isnetcs^u v mM h.it ihe women 
are entitled to the scitain provisions 
Patriarchal attitudes that ignores .mmhimons 
of the women .lie also icfleeieo i :he tact 
(hat in the female-headed housciiolds the 
heads are inv.mabl) women m ages above 
50-55 years and with no male members m 
the household In contrast seveial hovs in 
ages 13 and around, are rcpmicd as Heads, 
even when older women are present Thus 
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the headship of Ike tenily lor the women 
. is accepted only when there are no men. The 
NFHS data has the same shortcomings. 

It is known that the definition of 
'economically active person' used in the 
censuses favour men, and the women's work 
remains invisible. Having brought this fact 
to the notice of the census authorities, by 
the women's groups, special efforts were 
made at the 1991 census enumeration to get 
a correct picture of the economically active 
women. Since generations of patriarchal 
attitude influences all, including the census 
enumerators as well as the respondents, the 
census failed to make the desired change in 
the quality of the data obtained. The NFHS 
has also missed the opportunity. 

That the NFHS suffers the shortcomings 
in collecting the correct information on 
economically active women is borne out by 
the fact that the information on the 
respondents (ever married women in ages 
13 to 49) shows that their economic 
participation has remained invisible - 69.5 
per cent respondents are reported as 'non- 
work mg'. The Report of the Conunission on 
the Self-Employed Women had shown that 
over 90 per cent of the women are engaged 
in a wide variety of income generating 
activities. The NFHS reports the percentage 
of self-employed women to be 3.1 per cent. 

As expected the chapters on fertility and 
family planning, arc larger than all other 
chapters Again, all the fertility measures 
give results that are comparable to those 
obtained by the census and SRS. The NFHS 
reports on health problems faced by the 
users ol the contraceptives (pill -20percent, 
IUD—19 percent, female sterilisation -23.3 
per cent, male sterilisation -15.1 per cent). 
In spite of high incidence of problems among 
the users, there is no further information on 
the problems that can be of use to improve 
the quality of family planning services. The 
NFHS ignores the issue. 

The NFHS presents data on the outcome 
of pregnancy. Only 8.1 per cent of the 
pregnancies are lost due to foetal wastage 
(abortions (spontaneous) 4.5 per cent, 
(induced) 1.3 per cent and still births 2.3 per 
cent). This figure seems to be low and is not 
in keeping with the general observations of 
the workers in the field that induced abortions 
are more than the spontaneous ones. The 
NFHS docs say that there may have been 
under rqiorting. The SRS does not collect 
information on the foetal wastage. Since 
loeial loss is most often linked to women's 
health, it would have been valuable to know 
the incidence of spontaneous abortions and 
the still births. 

Infertility is an issue that causes several 
social disturbances, especially in the life of 
the married women. In view of the growing 
interests of the medical fraternity in assisted 


fertility it is interesting to note that only 2 
per cent of the women in the ages of 45- 
49 are reported to have had no live births. 
Again this figure compares well with the one 
reported by the 1981 census. (These data 
from the 1991 census are not yet available). 

An interesting finding of the survey is 
about the sex ratio at birth. It is reported that 
the sex ratio at birth has been a constant of 
106 since 1972. The NFHS comments “there 
is no evidence of nse in the sex ratio, as was 
observed in Korea and China, where the son 
preference is strong and selective abortions 
are widespread". Registration of the births 
in Greater Bombay is known to be fairly 
reliable. These data show that since 1988 the 
sex ratio at birth is showing a rising trend 
and the ratio that was 106 for earlier years 
is now 111. Similar findings are reported 
from other parts of India and especially from 
the states in the North. 

Some of the findings of NFHS:- Women 
currently in ages 25 to 49 and married at 
age 13 (19.1 per cent), married at age 15 
(36.6 per cent), at age 18 (68 per cent). 

- Women currently in ages 25 to 49 and 
whose ago at cohabitation was 13 (6.2 per 
cent), age was 15 (25 percent) and age was 
18 (62.9 per cent) 

- ASFR age 15 to 19 was 0 116. i e. 1.000 
women m age group 15 to 19 had 116 
children. 48 per cent of the ever married 
women in the ages ol 13 to 19 are mothers. 
This m <yher words means that 17 per cent 
ol the women in ages 13 to 19 arc mother. 
Stales reporting percentages close to or more 
than 20 per cent. Madhya Pradesh - 26.5 
percent. West Bong jI - 20 4 per cent. Andhra 
Pradesh - 25.4 per cent. Karnataka - 20.8 
per cent. Maharashtra - 19.9 per cent. 

- Women in their 20s were responsible 
for 60 per cent of total fertility 

- Contraception - currently married 
women - sterilisation male 3.5 per cent, 
female 27.8 per cent All methods 46.9 per 
cent. 

- Problems with methods: pill - 20 per 
cent. IUD - 19 per cent. Female sterilisation 
- 23.3 per cent, male sterilisation • 15.1 per 
cent. 

- Age of women at sterilisation less than 
25 years female sterilisation - 36.1 percent, 
male sterilisation - 37.1 per cent. 

- High risk pregnancy defined as mothers 
age less than 18 or more than 34 age group, 
spacing less than 24 months and birth order 
three or more is 52.3 per cent It should 
be.noted here that the obstetricians define 
high risk mothers as those having height 
less than 145 cm and weight less 38 kg. 
The NFHS does not provide data on the 
criteria of the obstetricians but as defined 
by population controllers. 

-- Population control interests have 
separated mothers from the children and 
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and Child Health now we have programmes 
of Safe Motherhood and Child Survival. In 
keeping with this pattern the NFHS pros ides 
data on the maternal services and the services 
for the children. 

- Maternal care - Ante Natal Care: 62 
per cent. Tetanus Toxoid 2 doses: 53.8 per 
cent; Iron/Folic acid: 50.5 percent. Deliver) 

- institutional: 25.5 per cent. b> health 
professionals: 34.2 per cent Complications 
at delivery - none: 87.9 per cent, premature 
birth: 3.2 per cent, LBW (low birth weight) 
less than 2.5 kg: 3.8 per cent; not weighed 
-79.1 per cent. The Famity Welfare Year 
Book as well as other sources report that 36 
per cent of the births in India are low birth 
weight. Also, incidences of complicated 
deliveries reported by several individual 
workers is higher. 

The NFHS report details the feeding 
patterns of young children, and indicators 
of the health of the children, episodes ot 
attacks of diarrhoea, respiratory infections, 
etc, and the treatment given, information is 
also available on the use of ORS and home 
made solutions. 

Fairly detailed information is available on 
breast feeding practices. It is reported that 
even when breast feeding is fairly universal 
(95 4 per cent), only 9 5 per cent of the 
mothers started feeding with..) an hour ot 
the birth and 26.3 per cent started feeding 
within a day. It is significant iu note that 
the practice ol squeezing out the first milk 
is fairly common (63.5 per cent; and the 
lowest percentage was from Kerala (48.5 
per cent), which is also very high. In view 
of the fact that large resources including 
human power, money, etc, are spent on the 
immunisation programme this observation 
needs to be further used for emphasising 
the nutritive and immunising value of the 
colostrum. Since gynaecologists say that 
suckling the baby helps in contracting the 
uterus and post partum haemorrhage (PPHi 
is common among mothers, it would have 
been of interest to correlate breast feeding 
practices and PPH. The NFHS data gives 
no data on the health of the mother. 

Population control programme has 
concentrated on the size of the population 
but has said very little about the quality of 
the population. From this point it is significant 
that the NFHS reports on the percentage of 
children classified as undernourished 
according to the weight-tor-age, height-for¬ 
age and weight-for-height. It is found that 
53 per cent of the children are underweight 
and 52 per cent are stunted. The proportion 
of children who are severely under¬ 
nourished is also notable - 21 per cent in # 
the case of weight-for-age, and 29 per cent 
in the case of height-for-age. Wasting is 

also quite evidently affecting more than 
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one in every six children. The report says 
that these levels are among the highest in 
the world. 

The NFHS reports that as the age of the 
children increases, there is a marked in the 
prevalence of undernutrition in the first year 
of life that continues m the second year of 
life ami for stunting, into the third and fourth 
year as v . '1 I 'ndernutrition is the lowest in 
the first six months of life, when most of 
the babies are being fully breast-fed. The 
percentage of children who are underweight 
reaches the highest value 63 per cent at age 
one year and declines slightly (heicaflcr. 
The prevalence of stunting however 
continues to grow, reaching a peak of 67 per 
cent among three year old children. The 
prevalence of wasting on the other hand, 
reaches its maximum of 28 per cent for 
children who are one vear old and declines 
rapidly thereafter 

While the population control interests of 
the NFHS arc obvious, much ol the data 
collected is already widely available. 
Information of maternal care and children's 
feeding patterns is of value and both these 
could have been improved if (he maternal 
condi t ions and t he outcome of the de 1 1 vertes 
were related. The health of women in India 
is poor, they hardly receive any care and 
attention right from their childhood through 
adulthood and through the official and other 
health services. The poor outcome of the 
pregnancies is the outcome of the cumulative 
effect ol several of these factors and merely 
forcing contraception on these women is no 
solution On the other hand the I ami I y 
planning programme today which has women 
as targets and promotes long acting provider 
control methods is promoting patriarchal 
interest that are denying women rights over 
their bodies and over their sexuality. 

Women bearing more children than they 
desire, as is found in WFS, DHS and in 
NFHS is an outcome ol women’s power- 
lessncss and not what these surveys call as 
the ‘unment’ need and use it lor promotion 
of unsafe long acting methods which the 
women cannot control. It has been historically 
found that the women want to regulate their 
fertility hut that desire is distinctly different 
from what the population controllers have 
been promoting. The population lobby calls 
users of methods as ‘acceptors’ though it is 
well known that a majority of the users are 
coerced into accepting the methods. In 
patriarchal society coercing men for 
sterilisation resulted in overturning the 
government Pressurising women is safer. It 
is the field workers who report difficulties 
they face in implementing the programme. 
The NFHS reports that 4 per cent of the 
women with no children used contraception 
while for the women with two children it 
was 50 and lor three children 59. 


The NFHS provides data in so as to support 
arguments in favour of population control 
policies There is hardly any discussion on 
several findings that would have disturbed 
the health activists. Among ihc.se are issues 
related to the age at marriage of girls, (heir 
age at cohabitation and their child bearing. 
Also ol concern arc (he experiences with 
the pmmoliou ot contraception In spite ol 
collecting data on ilie incidence of malaria, 
tubeiculosis and lepiosv. thcie is hardly 
any discussion on the cllcct' ol these on 
the lives ol the mcmbeis. The data 
demonstrating (hat contraception almost 
always presents a lower risk ol death than 
does child both lustily, even mandate, 
making contraceptives available and 
accessible to all women. But the same data 
have been used to justily population 
progiammes in which women are given 
little or no contraceptive choice 
These approaches fait to acknowledge a 
wide range ol other health and non-health 
concerns and the way these concerns might 
he valued h\ a given woman in the context 
ol her hie Policies and programmes need 
to be gtndei. first and loremost by respect 
lot thcdtgniiv and rights ot women as human 
beings. The core ol these rights is respect 
lor women’s decision which aie based on 


a variety of personal, economic and practical 
considerations as well. Programmes that 
claim to promote reproductive health cannot 
be fully successful, as should be evident 
from over forty years ot experience. 

Feminists have questioned the motives ol 
(he population community and criticised the 
approach that is heavily dominated by 
demographic goals at the expense ot the 
welfare of the individauls. Women's struggle 
through the Conference at Rio, then at Vienna 
and finally at ('aim has succeeded in getting 
the international agencies to agree that there 
will be no promotion of population control, 
nor targets ot family planning methods, nor 
incentives or disincentives for accepting or 
not accepting family planning. It was ass¬ 
umed that programmes to empower women, 
improve their health and assure their rights 
over their bodies and their sexuality would 
he taken up. It w as also assured that health 
services will be overhauled to provide satis¬ 
factory health cate The ministry ol health 
and family welfare in a meeting ol NCiOs 
held in December 1994, at Delhi had 
reiterated this approach Ft torts such as WFS. 
DHS and NFHS work against these haul 
earned achievements ol women, as well as 
ol the poor, the minorities and the nuig- 
inalised, irrespective of then sex 
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Women in Bihar Politics 

Ravindra Kumar Verma 
Gyanendra Kr Yadav 


Since the Janata Dal came to power in Bihar , there has not only been 
an increase in women legislators in the assembly but also , significantly , 
most of them belong to the OBC category. 


THE position of women in politics has 
always been miserable. Although women 
constitute the halt of the population, their 
participation in all spheres of life has been 
negligible since ages. The Britishers, by 
enacting various laws since the 19th 
century, set in motion a process of social 
awakening and conscious-ncss, and opened 
up new vistas for at least the more affluent 
Indian women. Only alter a century or so 
the effects ol the legislative measures 
began to percolate to the less privileged 
sections ol Indian society, largely due to 
change in consciousness among women 
These were a result of socio-economic 
changes such as urbanisation, employment 
ol women, etc. Mute and more women 
came lorward to enforce their rights In the 
post-independence era, the growing con¬ 
sciousness among women led to the enact¬ 
ment ol laws protecting women’s inteiests. 

As regards the position of women in the 
political sphere, there has been a growing 
consciousness among women since (he 
freedom struggle. Particularly in Bihar, 
Mahatma Gandhi launched his satyagraha 
in Champaran and called for women’s 
participation in the freedom struggle. But 
the situation in Champaran was quite against 
women's participation because of purdah’ 
system and the lack of awareness among 
them. But Gandhi made them attend meetings 
and encouraged some affluent women to 
teach in newly opened schools and to 
participate in other social welfare 
programmes. One remarkable thing was that 
the bulk of women in the freedom struggle 
in Champaran came from outside the state. 

Political participation means, in nutshell, 
the involvement of those affected by 
decisions in the decision-making process. 
The involvement may include a right to elect 
representatives, to vote on an issue, to 
campaign and canvass, to decide matters, 
etc. Political participation is voluntary 
involvement of individual(s) in political 
action. Contesting in elections is the highest 
level of political participation. Rush and 
Althoff have placed holding and seeking a 
political or administrative office at the lop 
among 11 degrees of political participation 
as enumerated by them. 1 


It has been found that women's 
participation in politics worldwide has been 
of a very low degree. Various studies reveal 
that m most societies, and for most kinds 
of political activities, a person is more 
likely to be politically active if he is male, 
middle aged, relatively wealthy, well 
educated and perhaps from dominant ethnic, 
religious or racial groups. But the situation 
has been different as marked in case of 
India.- 1 Women voters’ turnout has been 
increasing in clccinn after elections. 
However, official figures of voters* turnout 
arc questionable on the ground of electoral 
malpractices taking place in Iftdia, 
particularly n Bihar.'Nevertheless,various 
factors like improvement in education, 
exposure to mass media, effectiveness of 
local and parochial socialisation agents 
and growing political consciousness have 
influenced women voters turnout. 4 

In the case of Bihar, there has been sharp 
rise in numbers of women voters after 1989 
elections owing to the reduction of voting 
age from 21 to 18 Women voters’ turnout 
in Lok Sabha elections in different years 
is shown in Table I. The figures reveal that 
the women’s participation, in the most 
common political action, voting, has been 
increasing with ihc passage of time. 
Women’s political participation has also 
grown considerably in various political 
parties/ 

PERFORMANCE IN ASSEMBLY ELECTIONS 

The rise in number of women contestants 
in assembly elections is an indicator of the 
increased level ot political participation of 
women. In the Lok Sabha elections m Bihar 
it has been meagre: 12 each in 1967 and 
1971,9 each in 1977 and 1980,16 in 1984 
and 13 in 1989. But in the 1980 assembly 
elections there were 59 women contestants 
and 96 in 1985 assembly elections. In the 
1990 elections, there were 122 women 
contestants in Bihar. Although there has 
been a rising trend in the numbers of women 
contestants, the trend differs when 
compared with their male counterparts. In 
the 1985 assembly elections there were 
4,114 male contestant s compared to meagre 


96 women contestants. There has been 
sharp rise in the category of independents 
and others. There is no such rising trend 
among political parties to nominate women 
candidates in assembly elections. In fact, 
the Congress which nominated 32 women 
candidates in 1985 put up only 19 in 1980 
and 17 in 1990. This suggests that women 
have not sufficiently influenced the intra- 
party organisational power structure, 
particularly in terms of allotting tickets 
during elections. The social classification 
of women contestants could not be 
obtained. In short, women's participation 
as political actors has improved but their 
grip over power structure, at least at the 
party level, has not been impressive. 

As regards their performance in elections, 
the figures tell a disappointing story. 
Table 3 reveals that a high percentage of 
women contestants lost their security 
deposits. In 1980, 63 per cent of women 
contestants, 64 per cent in 1985 and 74.6 
per cent in 1990 forfeited their security 
deposits. In the case of women who 
stood as independent. 89.3 per cent in 
1980* 100 per cent sn 1985 and 95.6 
per cent in 1990 lost their security 
deposits. The overall success has been on 
the decline since 1980. The success 
percentage was 14.4 in 1980 which came 
down to 9.8 per cent in 1990. Women’s 
performance in election has been better 
only in the case of candidature from political 
parlies 


Table 1. Percentage of Women Voters’ 
Turnout 


Year of 
Election 

Percentage of Voters’ Turnout 

Male 

Female 

General 

IW 

61 28 

40.70 

51.40 

1962 

N.A 

N.A 

N.A 

1972 

60.00 

37.00 

49 54 

1977 

N.A 

N.A 

N.A 

1980 

54.52 

41.58 

51.88 

1984 

60 10 

43.81 

58.80 

1989 

69.76 

50.10 

60.61 


Source: Calculated on the basis of reports of the 
chief election officer. Bihar 


Table 2: Women Contestants in Assembly 
Elections (1980-90) 


Political Parties No of Women Contestants 



1980 

1985 

1990 

Indian National 




Congress 

19 

32 

17 

Bharatiya Janata Party 

5 

3 

3 

lok Dal/JD 


6 

8 

Janata Party (all factions) 20 

5 

- 

Left Parties - CPI/CPM 
Independents 

4 

6 

2 

and others 

20 

48 

92 

Total 

59 

96 

122 


HmUMUmI* •> ffc a ht liMil W—LK. 



Table 3 reveals that performance of women 
contestants nominated by political parties 
has been improving in comparison to non- 
party contestants. When the Congress won 
in 1980 and 1985, 42 per cent of women 
contestants in 1980 and 37.5 percent in 1985 
won the elections. A mere 5.3 per cent of 
women lost their security deposits in 1980, 
6.3 per cent in 1985 and 5.9 per cent in 1990 
elections. Lok Dal women fought elections 
from six scats 50 per cent lost their security 
and the rest failed to win. The Janata Party 
which was in power during 1977-80 had 
fielded five women contestants each in 1980 
and 1985 assembly elections and all of them 
lost their security deposits in both the 
elections. 

The Janata Dal (JD) came to power in 
Bihar in 1990. It had fielded eight women 
candidates of whom 50 per cent won the 
elections and 25 per cent forfeited their 
security deposit. The JD fielded eight women 
candidates in 1995 elections, five of them 
(62.2 per cent) won. The Left parties had 
fielded four women candidates in 1980 of 
whom three lost their security deposits and 
the remaining lost theelections. Afterjoining 
hands with JD in 1990 and 1995,50 per cent 
of CPI(M) women candidates lost their 
security deposits, whereas one woman 
CPI(M) candidate was declared elected in 
both 1990 and 1995 elections. The Samata 
Party fielded 10 women candidates in 1995 
assembly elections of whom nine forfeited 
their security deposits. 

The question, who survives in politics, is 
significant in the present political scenario. 
It has been argued that persons from well 
off socio-economic backgrounds'survive, 
irrespective of gender and caste. 6 Another 
point of argument is that a political party 
in power or a dominant political party can 
facilitate political leadership recruitment for 
legislative houses. 7 The third argument is 
that a person from a numerically dominant 
caste or class may continue as political 
leader. 1 * We have to examine the survival of 
women in politics in terms of these findings. 
The re-election of a woman candidate to the 
assembly’W conseeulfve terms has been 
taken tor our purpose as an indicator of her 
survival in politics. Although there can be 
other indicators, such as remaining in 
important offices of the political parly, or 
offices of government or semi-government 
organisations, here only the re-election to 
the legislative house is considered. Wc find 
that the women contestants who 
consecutively won the elections for two or 
three terms, largely belonged to theCongress, 
particularly up to 1990 assembly elections 
in which n was voted out of power. The 
women candidates who consecutively won, 
particularly since 1990 assembly elections 


belonged to Janata Dal and its allies - the 
CP1(M) and the JMM. Only Gayatri Devi 
in 1990 and Sushila Kerketta of the Congress 
were able to survive in 1990 and 1995 
assembly elections, respectively. This fact 
suggests that a woman's survival in politics 
deponds on whether she belongs to a political 
party in power or to a dominant political 
party. 

The recruitment to political leadership is 
also concerned with social factors like caste, 
class, religion, ethnicity, etc. Generally the 
political leadership is thrown up from among 
the dominant social class both at macro and 
micro levels but there is a shift in the pattern 
of dominance among the leaders who are re¬ 
elected. Tabic 5 reveals that all caste clusters 
have equal share in survival in politics but 
when it is analysed by individual castes the 
trend differs. Yadavas and scheduled castes 
arc better placed and this is because the 
social dominance has shifted m Bihar since 
1978 onwards in favour of other backward 
castes. 

The social analysis docs not reveal any 
significant ’.rend but ihe association of 
women wii.i a dominant political party or 
a parly in power has an impact on their 
survival in politics. However, certain social 
class or caste have a larger share in political 
survival, viz,brahmin,hhumiharol lorwaid 
castes and yadaxs ol ORC cluster. This 
suggests that numerical and social 
dominance also dcietmine the survival in 
politics. 

Besides determining the level ol 
participation, performance and survival in 
politics, the status ol women in the state’s 
power structure can be explained in terms 
of women’s share in legislative houses in 
different years. Table 6 reveals the party- 


wise positions of women legislators in Bihar 
assembly from 1980 to 1995. Of the total 
women legislators, 72.7 per cent belonged 
to the Congress in 1980 and 86.7 per cent 

Table 4: Chart Showino Re-Election of 
Women Legislators 

Name of the Candidate Year of Elections 


and the Political Party 1980 

1985 

1990 

1995 

Uma Pandey* (INC) 

E 

E 

NE 

NC 

Gayatri Devi (INC) 
Shushila Kcrkatta 

E 

E 

E 

NE 

(INC) 

Kamala Pandey 

NE 

E 

E 

E 

(INC) 

E 

E 

- 


Beula Doza (INC) 

E 

E 

- 


Jyoti (INC.) 

NE 

E 

E 

NE 

Abo Devi (JD) 

NC 

NC 

E 

E 

Shanti Devi (JD) 
Shushila Hansda 

NC 

NC 

E 

E 

(JMM) 

NE 

NE 

E 

E 

Manfu Parkas (CPM) 

NC 

NE 

E 

E 


Nates E’ Elected. NE > Not Elected. NC - Not 
Contested 

* She was elected also lo Vidan Sabha in 
1967 and 1972 


Tahi.i 5 Sotiai Ci assiiicauon oi Stikvivoks 
(From 19X0 in 1995) 


Ca sic/ 
Caste 
Group 

For Three 
Consecutive 
Elections 

Foi Two Total 
Consecutive 

Elea ions 

Biahmm 

- 

1(14 3) 

1(100) 

Hhuiiuhar 

- 

1(14 3) 

KIOOi 

Yudav 

iriUi 

1(14 3) 

1(20 0) 

Koen 


1(14 3) 

l()Ol» 

SC 


2(28 5) 

2(20 0) 

ST 

1(31 3) 

1(14.31 

1(20,0) 

Muslim 

1(33 3) 

- 

i(IOO) 

Total 

1(100) 

7(100) 

10 (100) 


TaUH 3' PbKtORMANCI ol WllMEN CoNttSI ANIS ( I9K0 I<> 1990) 


Political Party 


1980 



1985 



I wo 


Corn 

Elet 

Fort 

Com 

Elet 

Fori 

Cunt 

Elet 

Fori 

Indian National 

19 

8 

1 

32 

12 

2 

17 

6 

1 

Congress 


(42 1) 

(5 3) 


(.37 S) 

(6 3) 


(35 3) 

(5 9) 

Bharatiya Janata Party 5 


5 

3 

... 

2 

3 

- 

1 




(100) 



(66.6) 



(33 \) 

Janata Dal 

NE 

NE 

NE 

()** 

1 

3 

8* 

4* 

T 






(16.6) 

(50.0) 


(50 0) 

(25 0) 

Janata Party 

20 

1 

16 

5 

- 

5 


- 


(all (actions) 


i5 0) 

(80 0) 



(100) 




Left Parties - 

4 

- 

3 

6 

1 

4 

2 

1 

1 

CPI/CPM 



(75 0) 


(16.6) 

(66 6) 


(50.0) 

(50.0) 

Independents and 

28 

2 

25 

48 

- 

48 

91 

1 

87 

others 


(7.1) 

(89 3) 



(100) 


(1 1) 

(95 6) 

Total 

76 

II 

48 

100 

14 

64 

122 

12 

91 



(14.4) 

(6.3 J) 


(14 0) 

(64.0) 


(9.8) 

(74.6) 


Notes: * Includes the women candidetes in by-elections held in ihe year under tcview. 

** In 1985 JD did not exist, the figures arc of Lok dal. 

NE- Party noi existed. Figures in parentheses show the percentage of the total contestants 
Source. Calculated on the basis of reports of chief election officer, Bihar. Patna 
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in 1985. The situation changed in 1990 
when 45.4 per cent of women legislators 
belonged to the Congress which was reduced 
to mere 10 per cent in 1995 elections. The 
Janata Dal came into existence in 1989 and 
came to power in Bihar in 1990. In 1990, 
36.4 per cent of women legislators were 
from Janata Dal while in 1995 they were 50 
per cent. 

The data clearly reflect a change in caste 
constitution of women legislators in Bihar 
assembly from 1980 to 1995. Table 7 
reveals that the share of forward caste 
women legislators in Bihar assembly has 
been declining gradually from 45.45 per 
cent in the eighth assembly to a mere 10 
per cent in the 11 th assembly The share 
ol other backward caste women legislators 
in Bihai assembly has gone up trom 36.36 
per cent in the eighth to 50 per cent in the 
1 Ith assembly While there has not been 
any significant change in case of SC women 
legislators, theic has been a use in 'he 


Tahll-'i Womi n is BiHAk atom by 
M\n>k P\KT(l-S 


Political 

Parlies 

1980 

I9KS 1990 

1995 

INC 

Hx72 7; 

13(86 7) S»45 4j 

1(10 Oi 

JP/LD 

1(911 

1(6 7) 

- 

JD 

NE 

NE 4( 16 4) 

s(SUOi 

CPM 

- 

1(16) H9|) 

1(1001 

Olhci 

Parties 


1(9 1) 

*♦•9 30 01 

Total 

11(100) 

MX)) 11(100) 

OX100) 


Notes * One each from Tung (l/) and hide 
pendents 

M One each from JMM. JPP and KIP 
Figures in brackets show the pen eniage 


scheduled tribe category - going up from 
9.09 per cent in the eighth assembly to 30 
per cent in the 1 Ith assembly. The rise in 
ST categor y has been high during the Janata 
Dal regimes. Muslim women have a very 
meagre representation 

Thus, m Bihar it would seem that women 
have not been able to influence the decision¬ 
making in political parly organisations, to 
any great extent Except the Congress, none 
ol the patties could nominate more than 
10 women contestants in any general 
election The suuess ratio in elections has 
been disappointing for those women 
contestants who were not with the party 
in power or with the main opposition party 
The Congros has impressive figures in all 
lh<* elections ol! 1990. Howesei, Janata 
Dal which came into power in 1990. has 
higher success ratio in 1990. 1995 elections 
than that the Congress had in any elections 
si rue 1980 Data reveal that women 
associated with the part) in power or the 
mam opposition have a greater chance of 
sui v i vi 1 1 r ic-election j in the power structure 
Social iacn iv have less impact on their 
survival in i cneial fun women from certain 
iMditionnliv dominant* asies have a greater 
chance ol survival fh:m other: As regards 
the vJjjic of women m legislature n.wi m 
their social background, an interesting tiend 
has been the keen tussle between forward 
castes and other backward castes in the 
pet tod during 19*10-95 The share in 
legislature seats has shilled from 1C women 
;o OH( women h a considerable degree 
during the last two flections Other caste 
clusters have witnessed insignificant 
change 

lo com hide Licspite the increasing 
women's participation in politics, their 


influence over the male dominant power 
structure both at legislature and party 
organisation levels has been far behind 
their numerical and participatory strength. 
It is high time to pay attention to this 
aspect, if women have to improve thetr 
status in society as well as in other walks 
of life. 
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Castes 

8th (1980-85) 

9th (1985-90) 

10th ( ! 990*951 

11th (1995 -) 

Brahmins 

1 (9 09) 

3 (20 01 


NA 

Bhurmhurs 

* (27 27) 

2 (13 **) 

1 (9 09) 

NA 

Rajputs 

1 (9 09) 

1 (6 67) 

1 pi 09) 

NA 

Kayastha 

Forward castes 

' 


1 0' 09) 

NA 

total 

5 (45 46) 

6 (40 00) 

* |2* *0) 

1 (100) 

Yadav 

1 (9 09) 

2 (13 33) 

* ( 2 ' 30) 

2 (2D 0i 

Kuimi 

- 

1 (6.67) 


- 

Rc« of OBCs 

3 (27 27) 

2 (H Vi) 

4 (*6 38) 

5 t50.00) 

Dthcr Backward 

castes total 

4 (36.36) 

5 (33 *3) 

2 (18 19) 

5 (50.00) 

Scheduled castes 


2 (13 33) 

2 (lhJ9) 

1 (10.00) 

Scheduled tribes 

1 (9 09) 

1 (6.67) 

2 (18 19) 

3 (30.0(1) 

Muslims 

1 (9.09) 

1 (6.67) 

“ 


Crand Total 1 

11 (100) 

15 (100) 

II ( 1 (X)) 

10 tluO) 


Note- Figures in brackets show the percentage. 

Soune Caste identifications is based on personal interviews with political leaders and workers 
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Economic Genocide in Rwanda 

Michel Chossudovsky 


Unlike the picture painted in international media , the Rwandan crisis 
was not solely due to tribal hatred but also because of the economic 
collapse under the austerity measures imposed by the IMF and the 
World Bank. 


THE Rwandan crisis has been presented by 
the western media as a profuse narrative of 
human suffering while carefully neglecting 
toexplain the underlying social and economic 
causes. As in other 'countries in transition’, 
ethnic strife and the outbreak of civil war 
are increasingly depicted as something which 
is almost 'inevitable 1 and 'innate to these 
societies' constituting 'a painful stage in 
theirevolution from a one-party state towards 
democracy and the free market'... The 
brutality of the massacres has shocked the 
world community, but what the international 
press fails to mention is that the civil war 
was preceded by the flarc-up of a deep- 
seated economic crisis. It was the 
restructuring of the agricultural system which 
precipitated the population into abject 
poverty and destitution. 

This deterioration of fhe economic 
environment which immediately followed 
the collapse of the international coffee 
market, and the imposition of swccguug 
macro-economic reforms by the Bretton 
Woods institutions exacerbated simmering 
ethnic tensions and accelerated the process 
of political collapse. In 1987, the system of 
quotas established under the International 
Coffee Agreement (1CA) started to fall apart, 
world prices plummeted, the Fonds 
legalisation (the state coffee stabilisation 
fund) which purchasedcoffee from Rwandan 
fanners at a fixed price started to accumulate 
a sizeable debt. A lethal blow to Rwanda's 
economy came in June 1989 when the 1CA 
reached a deadlock as a result of political 
prtffeures from Washington on behalf of the 
large US coffee traders. At the conclusion 
of a historic meeting of producers held in 
Florida, coffee pnees plunged in a matter 
of months by more than 50 per cent.' For 
Rwanda and several other African countries, 
the drop in price wreaked havoc. With retail 
prices more than twenty times that paid to 
the African farmer, a tremendous amount of 
wealth was being appropriated in the rich 
countries. 

Legacy of Colonialism 

Wbat is the responsibility of the west in 
this tragedy? First, it is important to stress 


that the conflict between the Hutu and Tutsi 
was largely the product of the colonial 
system, many features of which still prevail 
today. From the late 19th century, the early 
German colonial occupation had used the 
mwatni (king) of the nyiginya monarchy 
installed at Nyanza as a means of establishing 
its military posts. However, it was largely 
the administrative reforms initiated in 1926 
by the Belgians which were decisive in 
shaping socio-ethnic relations. The 
Belgians explicitly used dynastic conflicts 
to reinforce their territorial control. The 
traditional chiefs in each hill ( colline) were 
used by the colonial administration to 
requisition forced labour Routine beatings 
and corporal punishment were administered 
on behalf of lho colonial masters by the 
traditional chiefs. The latter were under the 
direct supervision of a Belgian colonial 
administrator responsible lor a particular 
portion of territory. A climate of fear and 
distrust was installed, communal solidarity 
broke down, traditional client relations were 
transformed to serve the interests of the 
coloniser. 

The objective was to fuel inter-cthnic 
rivalries as a means of achieving political 
control as well as preventing the development 
of solidarity between the two ethnic groups 
which inevitably would have been directed 
against the colonial regime. The Tutsi 
dynastic aristocracy was also made 
responsible for the collection of taxes and 
the administration of justice. The communal 
economy was undermined, (he peasantry 
was forced to shift out of food agriculture 
into cash crops for export. Communal lands 
were transformed into individual plots geared 
solely towards cash crop cultivation (the so- 
called cultures obligatoires). 2 

Colonial historiographers were entrusted 
with the task of 'transcribing’ as well as 
distorting Rwanda- Urundi' s oral history. The 
historical record was falsified: the mwami 
monarchy was identified exclusively with 
the Tutsi aristocratic dynasty. The Hutus 
were represented as a dominated caste. 1 

The Belgian colonialists developed a new 
social class, the so-called negres evolues , 
recruited among the Tutsi aristocracy. The 
school system was put in place to educate 


the sons of the chiefs and provide the African 
personnel required by the Belgians. In turn, 
the various apostolic missions and vicariats 
received under Belgian colonial rule an 
almost political mandate. The clergy was 
often used to oblige the peasants to integrate 
the cash crop economy. These socio-ethnic 
divisions - which unfolded since the 1920s - 
have left a profound mark on contemporary 
Rwandan society. 

Since independence m 1962. relations 
with the former colonial powers and 
donors have become exceedingly more 
complex. Inherited from the Belgian colonial 
period, however, the same objective of 
pushing one ethnic group against the other 
('divide and rule') has largely prevailed in 
the various 'military 1 , 'human rights’ and 
'macro-economic' interventions undertaken 
from the outset of the civil war in 1990 
The Rwandan crisis has become 
encapsulated in a continuous agenda ol donor 
roundtables (held in Paris), cease-fire 
agreements, peace talks. These various 
initiatives have been closely monitored and 
co-ordinated by the donor community in a 
tangled circuit of 'conditionalities’ (and 
cross-conditionalities). The release of 
multilateral and bilateral loans since late 
1990 was made conditional upon 
implementing a process of so-called 
'democratisalion' under the tight surveillance 
of the donor community In turn, western 
aid in support of multiparty democracy was 
made conditional (in an almost 'symbiotic’ 
relationship) upon the government reaching 
an agreement with the IMF, and so on. These 
attempts were all the more illusive because 
since the collapse of the coftec market, actual 
political power in Rwanda largely rested, in 
any event, in the hands of the donors. A 
communique of-the US state department 
issued in early 1993 vividly illustrates this 
situation: the continuation of US bilateral 
aid was made conditional on good behavx ur 
in policy reform as well as progress in die 
pursuit of democracy. 

The model of 'dcmocratisation' based on 
an abstract model of inter-ethnic solidarity 
envisaged by the Arusha peace agreement 
signed in August 1993 was an impossibility 
from the outset and the donors knew it. The 
brutal impoverishment of the population 
which resulted both trom the war and the 
IMF reforms precluded a genuine process 
of democratisalion. The objective was to 
meet the conditions of ‘good governance’ 
(a new term in the donors’ glossary) and 
oversee the installation of a bogus multiparty 
coalition government under the trusteeship 
of Rwanda's external creditors. In fact, 
multipartism as narrowly conceived by the 
donors contributed to fuelling the various 
political factions of the regime. Not 
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surprisingly, as soon as the peace negotiations 
entered a stalemate, the world bank (WB) 
announced that it was interrupting the 
disbursements under its loan agreement 
(New African , June 1994]. 

Economy and Fragile State 

The evolution of the post-colonial 
economic system played a decisive role in 
the development of the Rwandan crisis. Whi le 
progress was indeed recorded since 
independence in diversifying the national 
economy, the colonial style export economy 
based on coffee ties cultures obligutoires) 
established under the Belgian administration 
was largely maintained providing Rwanda 
with more than 80 per cent of its foreign 
exchange earnings. A rentier class with 
interests in coffee trade and with close ties 
to the seat of political power had developed. 
Levels of poverty remained high, yet during 
the 1970s and the first part of the 1980s. 
economic and social progress was 
nonetheless realised: real GDP growth was 
of the order of 4.9 per cent per annu m (1965- 
89), school enrolment increased markedly, 
recorded inflation was among the lowest in 
sub-Saharan Africa less than 4 per cent per 
annum. 4 

While the Rwandan rural economy 
remained fragile, marked by acute demo¬ 
graphic pressures (3.2 per cent per annum 
population growth), land fragmentation and 
soil erosion, local level food self-sufficiency 
had, to some extent, been achieved alongside 
the development of the export economy. 
Coffee was cultivated by approximately 70 
percent of rural households, yet it constituted 
only a fraction of total monetary income. A 
variety of other commercial activities had 
been developed including the sale of 
traditional food staple and banana beer in 
regional and urban markets. 3 Until the late 
1980s, imports of cereals including food aid 
were minimal compared to the patterns 
observed in other countries of the region. 
The food situation started to deteriorate in 
the early 1980s with a marked decline in the 
per capita availability of food. In overt 
contradiction to the usual trade reforms 
adopted under the auspices of the WB, 
protection to local producers had been 
provided through restrictions on the import 
of food commodities.* They were lifted with 
the adoption of the 1990stmcturaJ adjustment 
programme. 

The economic foundations of the post¬ 
independence Rwandan state remained 
extremely fragile, a large share of government 
revenues depended on coffee, with the risk 
that a collapse in commodity prices would 
precipitate a crisis in the state's public 
finances. The rural economy was the main 


source of funding of the state. As the debt 
crisis unfolded, a larger share of coffee and 
tea earnings had been earmarked for debt 
servicing, putting further pressure on small- 
scale farmers. 

Export earnings declined by 50 per cent 
between 1987 and 1991. The demise of state 
institutions unfolded thereafter. When coffee 
prices plummeted, famines erupted 
throughout the Rwandan countryside. 
According to WB data, the growth of GDP 
per capita declined from 0.4 per cent in 
1981-86 to >5.5 per cent in the period 
immediately following the slump of the 
toffee market (1987-91). 

IMF- World Bank Intervention 

A WB mission travelled to Rwanda in 
November 1988 to review Rwanda's public 
expenditure piogramme. A series of 
recommendations had been established with 
a view to putting Rwanda back on the track 
of sustained economic growth. The WB 
mission presented to the government 
Rwanda's policy options as consisting of 
two ‘sccna ios' Scenario I entitled ‘No 
Strategy Change' contemplated the option 
of remaining with the ‘old’ system of state 
planning, whereas scenario 2 labelled ‘With 
Strategy Change' was that of macro- 
economic reform and ‘transition to the free 
market’. After careful economic 
‘simulations* of likely policy outcomes, the 
WB concluded with some grain of optimism 
that if Rwanda adopted scenario 2, levels of 
consumption would increase markedly over 
1989-93 alongside a recovery of investment 
and an improved balance of trade. The 
‘simulations' also pointed to added export 
performance and substantially lower levels 
of external indebtedness.'’ These outcomes 
depended on the speedy implementation of 
the usual recipe of trade liberalisation and 
currency devaluation, alongside the lifting 
of all subsidies to agriculture, the phasing 
out of the Funds' d'egalisation, the 
privatisation of state enterprises and the 
dismissal of civil servants. 

The ‘With Strategy Change’ (scenario 2) 
was adopted, the government had no choice.* 
A 50 per cent devaluation of the Rwandan 
franc was earned out ir. November 1990 
barely six weeks after the incursion from 
Uganda of the rebel army of the Rwandan 
Patriotic Front. 

The devaluation was intended to boost 
coffee exports. It was presented to public 
opinion as a means of rehabilitating a war- 
ravaged economy. Not surprisingly, exactly 
the opposite results were achieved 
exacerbating the plight of the civil war. 
From a situation of relative price stability, 
the plunge of the Rwandan franc contributed 


to triggering inflation and the collapse of 
real earnings. A few days after the 
devaluation, sizeable increases in the prices 
of fuel and consumer essentials were 
announced. The consumer price index 
increased from 1 per cent in 1989 to 19.2 
per cent in 1991. The balance of payments 
situation deteriorated dramatically and the 
outstanding external debt which had already 
doubled since 1985, increased by 34 per cent 
between 1989 and 1992. The stale 
administrative apparatus was in disarray, 
state enterprises were pushed into bankruptcy 
and public services collapsed.'' Health and 
education collapsed under the brum of the 
IMF-imposed austerity measures Despite 
the establishment of ‘a Social Safety’ 
(earmarked by the donors lor programmes 
in the social sectors), the incidence of severe 
child malnutrition increased dramatically, 
the number of recorded cases of malaria 
increased by 21 percent in the year following 
the adoption of the IMF programme, largely 
as a result of the absence of anti-malarial 
drugs in the public health centres. The 
imposition of school fees at the primary 
school level was conducive to a massive 
decline in school enrolment. 10 

The economic crisis reached its climax in 
1992 when Rwandan farmers in desperation 
uprooted some 3.00.000 coffee trees. 11 
Despite soaring domestic prices, the 
government had frozen the farmgate price 
of coffee at its 1989 level (125 RwF a kg), 
under the terms of its agreement with the 
Bretton Woods institutions. The government 
was not allowed (under the WB loan) to 
transfer state resources to the Funds 
d‘realisation. It should also be mentioned 
lhat a significant profit was appropriated by 
local coffee traders and intermediaries 
serving to put further pressure on the 
peasantry. 

In June 1992, a second devaluation was 
orderd by the IMF leading - at the height 
of the civil war - to a further escalation of 
the prices of fuel and consumer essentials. 
Coffee production tumbled by another 25 
per cent in a single year. 12 Because of over¬ 
cropping of coffee trees, there was 
increasingly less land available to produce 
food, but the peasantry was not able to easily 
switch back into food crops. The meagre 
cash income derived from coffee had been 
erased yet there was nothing to fall back on. 
Not only were cash revenues from coffee 
insufficient to buy food, the prices of farm 
inputs had soared and money earnings from 
coffee were grossly insufficient. The crisis 
of the coffee economy backlashed on the 
production of traditional food staples leading 
to a substantial drop in the production of 
cassava, beans and sorghum. The system of 
savings and loan co-operatives which 
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provided credit to small farmers had also 
disintegrated. Moreover, with the 
liberalisation of trade and the deregulation 
of grain markets as recommended by the 
Bretton Woods institutions (heavily 
subsidised) cheap food imports and food 
aid from the rich countries were entering 
Rwanda with the effect of destabilising 
local markets. 

Under 'the free market’ system imposed 
on Rwanda, neither cash crops nor food 
crops were economically viable. The entiic 
agricultural system was pushed into crisis. 
The slate administrative apparatus was in 
disarray due to the civil war but also as a 
result of the austerity measures and sinking 
civil service salaries. A situation which 
inevitably contributed to exacerbating the 
climate of generalised insecurity which had 
unfolded in 1992. 

The seriousness of the agricultural situation 
had been amply documented by the FAO 
which had warned of the existence of 
widespread famine in the southern 
provinces. 11 A report released in early 1994 
also pointed to the total collapse cl coffee 
production due to the war but also as a result 
of the failure of the state marketing system 
which was being phased with the support 
of the WB. Rwandex, the mixed enterpuse 
responsible for processing and export ol 
coffee, had become largely inoperative. 

The decision to devalue (and ‘the IMF 
stampof approvaJ ’) had already been reached 
on September 17,1990 prior to the outbreak 
of hostilities in high level meetings held in 
Washington between the IMF and a mission 
headed by the Rwandan minister of finance, 
Ntigurirwa. The ‘green light' had been 
granted: as ol early October, at the very 
moment when the fighting started, millions 
of dollars of so-called ‘balance of payments 
aid* (from multilateral and bilateral sources) 
came pouring into the coffers of the central 
bank. These funds administered by the central 
bank had been earmarked (by the donors) 
for commodity imports, yet it appears likely 
that a sizeable portion of these ‘quick 
disbursing loans’ had been diverted by the 
regime (and its various political factions) 
towards the acquisition of military hai d w are 
(from South Africa, Egypt and Eastern 
Europe). 14 These purchases of Kalachnikov 
guns, heavy artillery and mortar were 
undertaken in addition to the bilateral military 
aid package provided by France which 
included inter alia Milan and Apila missiles 
(not to mention a My store Falcon jet lor 
President Habyarimuna's personal use). 1 ' 
Moreover, since October 1990, the Armed 
Forces had expanded virtually overnight 
from 5,000 to 40,000 men requiring 
inevitably (under conditions of budgetary 
austerity) a sizeable influx of outside money. 


The new recruits were largely enlisted 
from the ranks ol the urban unemployed 
of which the numbers had dramatically 
swelled since the outset of the collapse of 
the coffee market in 1989. Thousands of 
delinquent and idle youths from a drifting 
population were also drafted into the 
civilian militia responsible for the massacres. 
And part of the arms purchases enabled the 
Armed Forces to organise and equip the 
militiamen 

In all. Irom the outset of the hostilities 
(which coincided chronologically with the 
devaluation and the initial gush of fresh 
money’ in October 1990). a total envelope 
of some 260 million dollars had been 
approved fordisbuisal (with s viable bilateral 
contributions Irom France, Germany, 
Belgium, the European Community and the 
US). While the new loans contributed to 
releasing money for the payment ol debt 
servicing as well as equipping the Armed 
Forces, the evidence would suggest that a 
large part ot this donor assistance was neilhci 
used productively not was it channelled into 
providing relief in areas aliened by iununc 

It is also woith noting that the WB 
(through its solr lending athhaic. the 
International Development Association) 
had ordered in 199? the privatisation til 


Rwanda’s state enterprise, Electrogaz. The 
proceeds of the privatisation were to be 
channelled towards debt servicing. In a loan 
agreement co-financed with the European 
Investment Bank (EIB) and the Caisse 
francaise de developpmcnt (CFD), the 
Rwandan authorities were to reeei ve in return 
(after meeting the conditionalities') the 
modest sum of 39 million dollars which 
could be spent freely on commodity imports 
( Marche's tropuaux , February 26, 1992) 
The privatisation earned out at the height 
of the civil wai also included dismissals ot 
personnel and an immediate hike in the price 
ot electricity which furthei contributed to 
paralysing urban public services A similar 
privatisation of Rwandatel. the state 
telecommunications company under the 
ministry of tiansport and communications, 
was implemented in September 1993 
(Marche's rropicata . October X. 1993) 
The WB had carefully ie\ leu ud Rwanda' s 
public investment progi.immc T hcficht w tie 
ptojet having been ex mimed, the WB 
recommended scrapping more than halt the 
country's public investment protects In 
agikuliute. ilu* WB had also demanded ,i 
sigmlKani down sizing ol state investment 
iiklading the ab.aidonnkin ol the inland 
swamp reclamation progi.immc which had 
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been initialed by the government in response 
to the severe shortages of arable land (and 
which the WB considered ‘unprofitable’). 
In the social sectors, the WB proposed a so- 
called ‘priority programme* (under ‘the social 
safety net’) predicated on maximising 
efficiency and ‘reducing the financial burden 
of the government' through the exaction of 
user fees, lay offs of teachers and health 
workers and the partial pn valuation of health 
and education. 

The WB would no doubt contend that 
things would have been much worse had 
scenario 2 not been adapted. The so-called 
‘counterfactual argument*. . Such a 
reasoning, howcvci, sounds absurd 
particularly in the case of Rwanda No 
sensitivity or concern was expressed as to 
the likely political and social repercussions 
of economic shock therapy applied to a 
country on the brink of civil war... The 
World Bank team consciously excluded the 
‘nun-economic variables' Irom their 
‘simulations’ 

Wlule the international donor community 
cannot be held directly responsible for the 
tragic outcome of the Rwandan civil war, 
the austeiny measures combined with the 
impact ot the IMP sponsored devaluations 
contributed to impoverishing the Rwandan 
people at a time of acute political and social 
ei isis The deliberate manipulation of market 
forces destroyed economic activity and 
people's livelihood, ladled unemployment 
and created a situation of generalised famine 
and social despair 

Economic Gi no< idf. 

To lay the blame soely on dcap-seated 
tribal haired not only exonerates the great 
posecis and the donors, it also distorts an 
exceedingly complex process of economic, 
social and political disintegration affecting 
an enure nation of more than seven million 
people. Rwanda, however, is but one among 
many countries in sub-Saharan Africa (not 
to mention recent developments in Burundi 
where famine and ethnic massacres arc 
lampant) which arc facing a similar 
predicament. And in many respects the 
Rwandan 1990 devaluation appears almost 
as a ‘laboratory lest case' as well as a 
threatening ‘danger signal’ for the 
devaluation of the CFA franc implemented 
on the instructions of the IMF and the French 
Treasury in January 1994 by the same 
amount, 50 per cent. 

It is also worth recalling that in Somalia 
in the aftermath of ‘Operation Restore Hope*, 
the absence of a genuine economic recovery 
programme by the USAID mission in 
Mogadishu - outside the provision of short¬ 
term emergency relief and food aid - was 


the main obstacle to resolving the civil war 
and rebuilding the country. In Somalia, 
because of the surplus of relief aid which 
competed with local production, farmers 
remained in the relief camps instead of 
reluming to their home villages. What arc 
the lessons for Rwanda? As humanitarian 
organisations prepare for the return of the 
refugees, the prospects for rebuilding the 
Rwandan economy outside the framework 
determined by the IMF and Rwanda’s 
international creditors seem to be extremely 
bleak. Even in the event national unity 
government is installed and the personal 
security of the refugees can be ensured, the 
two million Rwandans cramped m camps 
in Zaire and Tanzania have nothing to 
return to. nothing to look forward to: 
agricultural markets have been destroyed, 
local level food production and the coffee 
economy have been shattered, urban 
employment and social programmes have 
been erased. The reconstruction of Rwanda 
will require ‘an alternative economic 
programme* implemented by a genuinely 
democratic government (based on inter¬ 
ethnic solidarity and free from donor 
interference i Sui h a programme presupposes 
erasing the external debt together with an 
unconditional infusion ot international aid 
It also requires lifting the straitjacket of 
budgetary austerity imposed by the IMF. 
mobilising domestic icsourics and providing 
tor a secure and stable productive base tor 
tlie rural people 
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dollars worth of military equipment The 
deal with South Africa was lor 5 o million 
dollars. {Manhe s tropuaux. Januaiy 28. 

1994, p 173) 

15 Sec New A fru an, June 1994, p 15. See also 
the interview with Colette Bracckinan on 
France's military aid in An lapel. No 9, 
July 1994, p |. 
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• PERSPECTIVES 


Hospitalisation Insurance: A Proposal 

T N Krishnan 


By preventing erosion of their already low incomes , a health insurance 
plan is also indirectly an income protection plan for the poor This 
note proposes a hospitalisation insurance plan for persons below 
the poverty line . 


THIS short note points out the need for 
finan-cial protection to people during 
episodes of illness and suggests the outlines 
of a scheme for hospitalisation insurance in 
India. To begin with, hospitalisation insur¬ 
ance is recommended for families falling 
below the poverty line but over a period of 
timeitcan beexpanded to include all sections 
of the population. 

India does not have a comprehensive health 
insurance programme with the result that 
only small groups of people belonging to 
the organised sector enjoy some measure ot 
financial protection against illnesses. The 
most prominent among the protective 
schemes are the Employees State Insurance 
Scheme for workers in the organised pi i vatc 
industrial sector and the Central Government 
Health Scheme for its employees. Employees 
of state governments as well as of public 
sector enterprises also rccei ve some measure 
of protection. Besides, the General Insurance 
Corporation offers a health insurance plan 
but its membership is a minuscule proportion 
of the total population. 

Almost all developed countries have 
public-lunded comprehensive health 
insurance programmes. Many developing 
, countries, including a poor country like Viet 
Nam, have put in place or are considering 
; theintroductionof National Health Insurance 
as an alternative method of funding health 
] care | Abel-Smith 1995]. Nearly 90 per cent 
Of health care financing in the developed 
countries is provided through public funding 
including health insurance [Abcl-Smith 
1995], In India, on the other hand, public 
funding constitutes only about 25 per cent, 
private household expenditures having to 
: meet 75 per cent ot the financing of health 
I carelBcrman 1995). A comparison ol health 
I expenditures across nations indicates that 
India spends about 6 per cent of its GDP, 
i a proportion marginally on the high side 
compared to many countries with similar 
levels of income fUNDP 1995). However, 
the bulk of this expenditure is private 
household expenditure, and public 
expenditure on health care, including pre¬ 
ventive health care, forms a mere 2 per cent 


or less of GDP [Reddy 1995]. Public health 
expenditure in India is much lower than in 
China or other East Asian countries 

The justification for health insurance 
protection for the poor rests on the premise 
that an episode of illness imposes undue 
economic burden on the income of the poor. 
The average total cost of treatment per 
hospitalised person as a percentage of per 
capita slate domestic product varies between 
20 per cent in Kerala and 60 per cent in Bihar 
and Uttar Pradesh. But these figures hide the 
true burden ot treatment for the poor. In their 
case, the total treatment cost works out to 
between 40 pci cent in Kerala and about 160 
per cent in the poorer states of their annual 
per capita consumer expenditure. In the case 
of the lop 10 per cent ol the population the 
cost of treatment varies between 5 and 40 
percent of their annual per capita consumer 
expenditure. These figures arc mainly based 
on the cost of treatment in government 
hospitals; the costs arc considerably higher 
in private hospitals |Krishnan 1994]. 

While about 75 pci cent of domiciliary 
treatment is provided by private medical 
practitioners, between 60 and 80 per cent 
ot inpatients arc in government hospitals 
and between 50 and 75 per cent of them arc 
in free wauls However, free treatment 
constitutes less than ] 5 percent for all-India 
About 80 per cent of total inpatients belong 
to the rural areas though they take inpatient 
treatment in urban hospitals because 80 per 
cent of hospital beds are in urban areas 
(Krishnan 1994]. 

The case lor health insurance rests on 
three grounds: first, illnesses cannot be 
predicted; second, hospitalisation costs arc 
lumpy and cannot be planned; and three, the 
proportions falling ill requiring 
hospitalisation in any large population is 
small and therefore permits of risk-pooling. 
These three factors enable a person to cover 
the risk of illness at a very samll cost, provided 
an appropriate insurance scheme is in 
position. This note, by taking these factors 
into consideration, proposes a hospitalisation 
insurance protection plan for persons below 
the poverty line. As will be shown below, 


it is a very cost-effective and adrninisti ati vely 
simple scheme but one which provides 
comprehensive protection for the treatment 
of the poor while preventing the erosion of 
their already low incomes. Thus the insurance 
plan is also indirectly an income protection 
plan for the poor. 

Outline of Scheme 

The derivation of the total cost of 
hospitalisation is based on the data provided 
by the National Sample Survey on ‘Morbidity 
and Utilisation ol Medical Services’ fNSS 
1986-87]. We have made some adjustments 
to this data to make it applicable to 1995. 
According to this study, the average cost of 
hospitalisation per episode per year was Rs 
320. There is also another figure for the total 
cost of treatment which included the cost on 
tests and medicines incurred outside ot the 
hospital, reported to be Rs 600. The number 
of persons who were inpatients in the bottom 
40 per cent of the population constituted 
12.5 million which works out about 4 per 
cent of that group 

The estimate of the total cost ioi 1996 is 
derived on the following assumptions 

(a) The proportion to be hospitalised will 
form6 percent of the total population below 
the poverty line This is a 50 percent increase 
over the 1986-87 proportion As people's 
awareness increases and as health facilities 
increase the percentage ot hospitalised cases 
has been found to rise. This proposition is 
fully substantiated by the experience ol 
Kerala where the inpatients now constitute 
about 9 per cent ol the total population. 
Since hospitalisation facilities are limited in 
many states, the assumption ot 6 per cent 
is indeed a generous provision. 

(b) The total number of persons below the 
poverty line is 300 million. (This liguie is 
higher than the one based on the recent 
poverty ratio reported by the Planning 
Commission.) An important consideration 
m this regard is that we expect this tiguie 
to decline over time. This implies thai the 
cost of insurance will decline pun pas wr 
with the decline in the numbers of the pour, 
consequently this will be one item ol subsidy 
that can be considerably reduced over a 
period of time. 

(c) The average total cost of treatment is Rs 
500 for the group as a whole. We assume 
that the insured persons from this group will 
he admitted to the free ward and will not 
have to incur any cost on room rent. The 
insurance will cover the cost of medicines, 
tests and a modest fee for consultation. 

On the above assumptions, it is possible 


l 



to provide insurance protection of Rs 5,000 
per family per annum for hospitalisation 
at a modest cost of Rs 30 per person. (I 
understand that the annual premium for the 
Mediclaim policy for a coverage of Rs 5,000 
is Rs 70 only The insurance companies 
offer discount up to 40 per cent on this 
premium for large group coverage.) The 
total cost will come to Rs 900 crore for 
providing hospitalisation coverage for 300 
million persons. This should be provided by 
the government as part of the anti-poverty 
programme I believe that this amount can 
he found either from ihe unspent savings 
under anti-poverty programmes currently 
in operation oi by a reallocation of the 
expenditures 

I NSI1T l 'TIONAL ARRANGEMENTS 

The cl i ecu vc implementation of the above 
proposal will call lor some new institutional 
jriangemcnts indicated below. 

(1) The present G1C medical insurance set 
up is totally inadequate to handle a large- 
scale health insurance programme Their 
overheads are high and they lack the 
inclination and the expertise to deal with 
laige volumes ui health insurance business 
Health insurance is a highly specialised 
segment of insurance and in all countries 
which have health insurance schemes, there 
exists separate entities to deal with it 
Thctclore the first task is to create a separate 
health insurance system. 1 suggest that the 
health insurance units of the four subsidiaries 
ol Gl(' be converted into fourscpaiate Health 
Insurance Corporations, bach Corporation 
should have complete freedom to work out 
its own premia stiucture and should be 
permitted to compete among themselves. 
This would ho desirable to the alternative 
ol a single monopolistic Health Corporation 
which could develop inefficiencies within 
no time 

The Health Insui ance Corporations should 
function as not-for-profit organisations 
beading health economists warn us that for- 
piolit health insurance would operate in a 
discriminator) manner by excluding pre¬ 
existing cases as well as persons with high 

lisks. 

The Insurance Regulatory Authority 
should monitor the functioning of the Health 
Insuiuncc Coiporauons and lay down the 
maximum limits lor admimslralivcexpenses. 

In the case ol health insurance for the poor 
we do not allow any overload on (he policy 
for administiahvc cuMs. We expect the pay¬ 
out ratio to be MX) pei cent. The Health 
Insurance Corporations should canvass and 
enrol other population groups to meet their 
overhead and administrative costs. Once the 
coverage of health insurance has expanded 


then it may even be possible to cross- 
subsidise the poor, thus reducing the subsidy 
burden on the government. At present the 
GIC subsidiaries have no incentive to canvass 
health insurance on a large scale, but this 
will change when their exclusive business 
is confined to health insurance. 

(2) It will be the responsibility of the 
panchayats to identify the poor and take out 
insurance for them, bach poor household 
will be issued an identity card which would 
have listed on it the names of all the family 
members The panchayat lists will he 
consolidated at the block level and then 
forwarded to the finance ministry or rural 
development ministry as the case may be, 
who wii! m turn make direct payment to the 
Insurance Corporation 

(3) To prevent abuse by hospitals, each lime 
hospitalisation is required, it must be referred 
by the physician in char ge of the local primary 
health care centre. This arrangement is likely 
to provide some pressure on those primary 
health cent res w hich are now not functioning 
regularly or io establish new' centres where 
thctc are none now li would also encourage 
the local population to make frequent use 
of these centies 

1 4) The Healtli Insurance C orporation should 
directly settle the bills with the provider 
hospital. The present mediclaim reimburse¬ 
ment syMcm is cumbersome and unhelpful 
for the poor since they would have neither 
the cash for advance payment nor could wait 
a long period to receive payment. Every time 
a family member is hospitalised, the total 
cost ol treatment incurred must be indicated 
by the hospital on the card at the lime of 
discharge so nut the family is aware of the 
cost ot tieatment and the amount available 
for future hospitalisation ol any member, if 
need be 

15) An important aspect of health insurance 
is the mechanisms ol control over escalation 
in health i.ire costs The Insurance 
Corporations must periodically conduct cost 
surveys, and lay down the structure of 
reimbursements lor various treatments and 
procedures While a patient is allowed to 
choose his/hei own provider, the payment 
foi the treatment will not be allowed to 
exceed rates .ihe.ulv fixed by the insurance 
agency Hospitals which indulge in 
malpractices will be blacklisted and their 
names widely publicised so that patients 
seeking neminent shill to other hospitals 
Block level I InspitaS Monitoring Committees 
consisting ol lepresentatives of block level 
panchayats, uiMjrc.ncc corporations and the 
govern merit may be established to monitoi 
quality ol cure. hospital charges, etc. Thi* 
committee may also look into complaints 
against providers made by any insured family 
regarding quality ot care or hospital charges. 


The effective protection provided to a 
poor family against hospitalisation will be 
far greater under an insurance scheme than 
if the calculated average premium were to 
be given directly to the family. If we wertf 
to follow the latter, then a family of five wiif 
receive only Rs 150 per annum but under 
insurance it can, if need be, receive at least 
up to Rs 5,000 towards hospitalisation 
charges The proposed insurance coverage 
of Rs 5.000 will go a long way m protecting 1 
the poor. It is often pointed that in an ami- 
poverty programme like the Ja wahar Rozgar, 
Yojana the minimum leakage is about40 per 
cent. In the case of hospital insurance, there 
will not be any such large-scale leakage and; 
the poor will benefit to the full extent afthc 
coverage. Linder the present Indian health 
care system, even families above the poverty 
line will be pushed below the poverty line 
if a major illness occurs in the family. A 
Chinese health survey conducted two years 
ago brought out the startling fact that in the 
case ot 40 per cent of the entrants to poverty 
in that year the reason attributed was illness. 
We do not have similar information tor India 
but there is no reason to believe that the 
Indian figure would be any less than that of 
China [Hsiao and Sen 1995]. 

Rural Health Insi ranct. and 
Panoiayati Raj 

The provision oi health insurance for 
families below the poverty line should be 
considered a first step towards a universal 
health financing scheme. The long-term* 
objective oi health financing should be to 
reverse the present ratio ol 3.1 as between 
private and public health expenditure. The 
establishment of panchayati raj provides an : 
institutional structure tor bringing about this 
change In addition to the subsidy tor the; 
pool provided by the government, the village 
panchayats could levy a health cess on 
landholdings and on businesses w Inch could 
be earmarked tor universalising the health 
insurance coverage. A portion of the cess 
thus collected can be retained io strengthen j| 
the services of the pn mary health care centre | 
by providing drugs, essential tests, etc [Hsiao S 
and Sen 1995). S 

Hospitalisation insurance tn ihe urban! 
sector could be implemented thiough various |J 
channels like trade unions, business midi 
factory establishments, etc In this connection S 
it is necessary to streamline (he operations 8 
of the Employees State Insurance Scheme. 8 
Various committees ot the government haves 
made numerous iccommcndutions tor iJieS 
reform ot the ESI Scheme. An important 8 
reform is to separate the health care parti 
fiom the provision ol benefits in the ESI II 
Scheme [see Subralunanya I9'>5| It isjj 



possible 10 expand the coverage of the ESI 
once these reforms are completed. 
Hospitalisation insurance for the urban poor 
could be organised through NGOs. 
Contribution to health insurance could be 
made compulsory for all persons who have 
regular employment. All government 
employees and school, college and uni versity 
teachers could also be brought under this 
scheme. Besides, like in Australia, 
compulsory health insurance premia could 
also be collected as a fixed charge on the 
income tax. The cost of health insurance can 
also be shared by the employer. Since public 
financing of health care is near universal in 
all OECD countries except the US, we may 
examine various models and their advantages 
aftd disadvantages in the Indian context 
before we decide on a suitable scheme. 

The government, if it likes to be cautious, 
might wish to implement the scheme by 
stages. It may start with two districts in each 
State and depending upon the experience and 
the suitability of the institutional 
arrangements, achieve universal coverage 
over a period of three to five years. 


Next Steps 

If the new government after the elections 
is interested in implementing a programme 
of hospitalisation insurance, it is neces¬ 
sary to undertake the following steps 
immediately: 

(1) Establish Hospital Insurance Cor¬ 
porations through appropriate legislative and 
executive action. 

(2) Appoint a Task Force with assistance 
from health insurance experts to work out 
the details ol reimbursement and premia 
schedules on an actuarial basis. 

(3) Initiate action at the panchayat level to 
identify eligible households for health 
insurance. 

[This is a revised version of a note submitted 
for the consideration of the finance minister 
after u three-day Workshop on Health Insurance 
In India* organised by the Research Project on 
Strategies and Financing for Human 
Development in India at Bangalore on 
September 20-22, 1995. The author is solely 
responsible for the views expressed in this 
note.) 
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REVIEWS 


Environment: Crisis of Society 

M V Nadkarni 

The Vulnerable Planet: A Short Economic History of the Environment by 


John Bellamy Foster; Monthly Review 
published by Cornerstone Publications, 

THE environmental crisis today is not just 
local, scattered here and there, but global 
and multi-dimensional. It encompasses a 
long list of continuing and urgent problems 
- global warming, destruction of ozone layer, 
extinction of species, loss of genetic diversity, 
deforestation, land degradation, contamina¬ 
tion of ground water, acid rain, depletion of 
fisheries, and so on and on. Even baby food 
now contains pesticide residues as reported 
recently in newspapers. The book under 
review is not on these problems per se, but 
it is on the basic causes that lie behind them. 

It intends to reveal a pattern that forms these 
causes. 

The essence of the book can be staled in 
author's own words: “the crisis of the earth 
is not a crisis of nature but a crisis of society ” 

(p 12). The chief causes of the crisis, the 
author asserts, are social and historical, 
rooted in production relations, technological 
imperatives and historically conditioned de¬ 
mographic trends. He bemoans the fact that 
the current prescriptions for solving these 
problems arc utterly inadequate and do not 
recognise the basic cause of the crisis. The 
prescriptions amount to little more than calls 
for new international agreements, for per¬ 
sonal restraint with regard to the growth of 
both production and consumption and regu¬ 
lations or incentives to adopt a handful of 
so-called environment-friendly technologies. 
On the other hand, the author feels that the 
crisis is so enormous and grave that there 
is “the need to transform the major social 
bases of environmental degradation, and not 
simply to tinker with its minor technical 
bases” (p 12). 

The immediate or obvious causes of 
environmental degradation are identified by 
Foster in terms of a formula, which he culls 
the PAT formula: 1 = P X A X T. Here. I 
is environmental impact, P is Population, A 
is Affluence or material throughput (which 
is associated with affluence, and defined as 
capital stock per capita), and T is Technology 
(defined as environmental impact per unit 
of energy used to produce the material 
throughput). The environmental impact is a 
product of all the three factors. Foster, 
however, emphasises that they are only the 
immediate but not the underlying larger 
causes. “To ascertain the larger forces 


Press, New York; First Indian Reprint 
Kharagpur, 1995; pp 160, Rs 70 (PB). 

influencing P. A and T, it is necessary to 
turn to the process of capital accumulation 
within the centre of the world economic 
system ... in fact, the conditions on which 
all of these factors rest are strongly affected 
by global dynamics of production, power 
and inequality. This means that we must 
consider the laws of motion of capitalism 
itself’ (pp 31-32). 

Capitalism is termed by him as a system 
ot ’creative destruction*. (‘Destructive 
creation * may have been a more proper term.) 
Its creative drive is the seemingly infinite 
ability to pioduce new commodities by 
combining material and labour in new ways. 
But it has also a destructive drive which 
involves “systematicdegradation, transform¬ 
ation and absorption of all elements of 
existence outside of the system's own orbit” 
(p 32). 

Foster is trank and thoughtful enough to 
show, however, that ecological degradation 
is not confined to the modem capitalist 
system. He gives an interesting historical 
account of how pre-industnal societies also 
had ecological degradation so much so that 
an entire civilisation like the Sumerian was 
wiped out when land degradation proceeded 
too far. It is no use inventing a glorified past 
to go hack to as a solution to the problem 
of environment. The early societies were 
vulnerable to regional environmental changes 
which took place often as a result of human 
interventions to extract a larger surplus 
product than sustainable. Foster cites the 
examples of Roman and Mayan civilisations 
as well, apart from the conspicuous one of 
Sumerian civilisation, to support his point. 
Even in the post-Reman feudal Europe, 
depiction of soil and overgrazing were partly 
responsible for recurrent famines which in 
turn led to epidemics (p 39). 

Foster quotes extensively to show how the 
ecological effects of the Industrial Revolution 
attracted wide criticispt from the early 19th 
century itself “Poets,'novelists, journalists, 
physicians, romantic social analysts and 
defenders of t he worki ng class gave eloquent 
testimony to the horrors of the new indus¬ 
trial system.” England’s Midlands were 
called a ‘Black Country' because so much 
of the vegetation had been destroyed. It was 
not nature alone which suffered. Human 


beings too had to undergo terrible agony.. 
The working conditions in factories were 
appalling. Spinners had to work for 14 hours 
a day in temperatures of 80 to 84 degrees i 
without being allowed to send for water to 
drink (p 56). The urban environment wa$ ; 
even more gnm. Factory workers lived in- 
squalor and were plagued by hunger and] 
disease. Frederick Engels gave a graphic 
account of their living conditions. He was! 
particularly concerned with environmental 
toxms, overcrowding, bad sanitation and" 
inadequate ventilation. 

That nature and man were exploited; 
togetherand ruthlessly comes out of Foster's 
account of the manner in which westward 
extension of European might and capitalism 
look place in A mcrica also. Virginia* s settlers i 
had cleared half a million acres of forest by 
the end of 17th century itself. Forests were 
not the only thing to disappear. The indi¬ 
genous Amerindian way of agriculture too; 
disappeared. The whole countryside along; 
with crops, settlements and towns wasi 
destroyed, which resulted in the death of; 
whole populations. Foster remarks that | 
“colonial agriculture, with its reliance on a 
single crop, was vastly inferior to Indian 
agriculture, in which the practice was to; 
plant corn, beans and squash together, the; 
corn stalks acting as bean poles and shading] 
vegetables below. Monoculture not only] 
meant lower yields per acre but also depleted 
the soil” (p 49) The forcible removal of t 
original inhabitants was a form of primitive 
accumulation, Foster observes, which set. 
the stage for the development of a wider, 
more intensive capitalist economy. 

It was no wonder that a struggle for 
conservation of nature emerged in the US 
by the late 19th century. There was a grown* 
concern over the transformation of wilderness 
and the rate of extinction of species. Fos 
gives a brief but interesting account of tl 
Conservation movement in the US.. H 
distinguishes between two streams of t 
movement consisting respectively of those^ 
who saw conservation purely in money terms,] 
and concerned with long-term profits 
emphasising efficient rather than rcckle 
exploitation of resources, and those w 
insisted on putting preservation first 
profits second (pp 76-77). 

From Foster's subsequent discussion i 
becomes obvious that the Conscrvali 
movement proved inadequate in checkin 
the ecological impact of the advance 
of capitalism. Though precapitalist socicti 
had their share of ecological crisis, the erisi 
that has developed after the second wot! 
war is unprecedented. Human dcsiructivencs 
of nature assumed far more alarmin 
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proportions. It is not just the introduction 
of most harmful pollutants which is 
worrying Foster, but the fact that it is 
inherent in capitalist development to 
continuously increase the scale of 
production which induces the introduction 
'Of all kinds of new commodities and which 
puts pressure on nature. The 'Synthetic 
Age* which is replacing natural goods has 
been a part of this process. Any interruption 
of the process of constantly expanding 
scale of production creates an economic 
crisis. Yet “there is every reason to believe 
that the kind of rapid economic growth that 
the system has demanded in order to sustain 
its very existence is no longer ecologically 
sustainable" (p 124). 

Making the matter more complex is the 
fact that world capitalism creates more and 
more growth at its centre at the expense 
of the periphery. It is in the periphery that 
more growth is desirable as it helps the 
developing countries to complete their 
demographic transition and stabilise their 
population growth, which would have had 
a beneficial environmental impact. Thuscvcn 
population as a factor behind environmental 
degradation is influenced by unequal and 
exploitative development. Foster, quoting 
Barry Commoner, observes, however, that 
Population plays a far less important role in 
environmental impact than Affluence and 
Technology (in the PAT formula). 

If capitalism is so prone to creating en¬ 
vironmental degradation, is socialist system 
free from this trait? Was Soviet Union free 
from the problem? Foster observes that 
ecocide' in the Soviet Union had reached 
price alarming proportions, as documented 
)y environmental reforms. “Although the 
jountry had passed some of the most advan¬ 
ced environmental protection laws in the 
vorld, they were in practice disregarded and 
jncnforced" (p 97). This was because an 
ntense and relentless cold war was imposed 
>n the Soviet Union. In order to survive it, 
t focused on expanding production as much 
>$ capitalist countries, regardless of the 
nvironmental consequences. Says Foster: 
There is nothing in the nature of socialism, 
nderstood as a system of production gover- 
ted by the direct producers and aimed at use 
ather than profit, that necessitates such 
cological depredation. In this respect the 
ioviei Union has less to tell us about the 
nvironmental traits of socialism as such 
tan about the ecological consequences of 
hierarchical, state-directed war economy 
aught up in a protracted Cold War" (p 101). 

If cold war produced ecological depreda- 
ort, the hot wars did no less. Foster gives 
touching and detailed account of what 
appened to the environment in the course 
fthe Vietnam war, the war on the Sandimst 
ovemment in Nicaragua and in the war that 


followed the Iraqi invasion of Kuwait. Apart 
from the oil spill in the last of these wars, 
the Depleted Uranium weapons used by the 
US and Britain are said to have left 40 tons 
of radioactive debris in the desert, having 
the potential of causing as many as 5,00,000 
deaths (p 106). The notable point in all this 
is that these environmental costs were fully 
imposed on the third world countries. 

The picture painted is very pessimistic 
indeed. In the final chapter, however, Foster 
strikes a cautiously optimistic note and 
observes how. along with the market forces 
of capitalism, there arc other parallel forces 
at work. Quoting Karl Polanyi, he says that 
these forces work following the principle of 
social protection aiming at the conservation 
of man and nature. Activist movements by 
people who are adversely affected by eco- 
degradation and also by those who are 
socially motivated are gathering strength, 
compelling at least at times some amount 
of public intervention. Foster gives an in¬ 
teresting account of these movements. These 
movements tend to support a historical pro¬ 
cess towards socialisation of nature 1 . These 
struggles, t iking place at different levels 
worldwide, are "aimed at removing nature 
Irom the realm of free exploitation and pul¬ 
ling it under public protection" (p 142; 
Foster cautions, howcvei, that "socialisation 
of nature can only he fully realised if ac¬ 
companied by socialisation of production. 
Only through the democratically organised 
social governance of both production and 
nature on a global scale is there any meaning¬ 
ful hope - and even then no guarantee - that 
the world will be cared for in common and 
m the interest of generations to come, rather 
than simply exploited foi individual short¬ 
term gain" (p 142). 

Foster’s book is a lucid, highly readable, 
touching and at the same time a cohesive 
exposition ot social ecology. Its stand is 
based on a well documented historical 
account of the ecological degradation over 
different phases ofman's attempts to exploit 
nature. At the same time it gives hope that 
affected people themselves will rise against 
the insanity of man, giving an interesting 
account of their struggles in (he past and 
the present. 

Though Marx and Engels themselves had 
shown sensitivity to the ecological 
dimensions of economic development - 
Foster gives several quotations to prove this 
point - it seemed as if the Marxian critique 
and the ecological critique of economic 
development went along separate though 
parallel lines. But the closeness and 
similarities between the two critiques were 
such that it was inevitable that they came 
together again in an integrated form. Both 
critiques pointed to market failures as the 
cause of deepening crisis on the economic 


and ecological fronts respectively. Both 
exposed how increasing poverty and 
inequality were inherent to the process. Both 
critiques raised the question of stability and 
survival of the economic system, though the 
ecological critique used a different 
term - ’sustainability’. Both approaches are 
interdisciplinary and do not believe in 
isolating economic issues from the larger 
ethical, political and social perspective. The 
two approaches come toget her agai n in social 
ecology, and the book is a glowing example 
of their basic unity. 

One cannot, however, he so naive as to 
think that the book - or for that matter social 
ecology - settles all debates about 
environment. This is particularly so it one 
takes a stand that there is no hope of reversal 
of environ mental degradation till capitalism 
ends. This would be a patently defeatist 
position. The post world war scene has shown 
ample evidence of the state under capitalism 
effectively intervening lo.slave oil economic 
crisis and even reduce jiovcrty and absolute 
misery which would otherwise have 
accompanied economic development. 
Thanks to popular movements in favour ot 
en\ ironmem, lhe state and e ven imernat ional 
pressures have started intervening to coneet 
ecodegrudaiion. though admittedly it is still 
inadequate. Just as the traditional Marxist 
critique stimulated state interventions to 
save capitalism, the social ecology critique 
may play an important role in stimulating 
intervention both by the state and the 
world community to stop envwunincnial 
degradation. Foster calls forancnviromncmul 
i evolution similar to the Industrial Revolution 
to arrest environmental decline (p 130) But 
he doubts if it can be brought about within 
the present world capitalist system. Will the 
interventions by state and the woild 
community prove him wrong? In that case, 
the nature ol capitalism itself may have to 
change, just as welfare capitalism today is 
different from the capitalism al the time ol 
the Industrial Revolution. Just as we 11 arc 
capitalism tended to share its prosperity more 
and more with the working class and the 
poor within countries, world capitalism will 
have to share its prosperity with developing 
countries much more than now. Without 
this, there is hope neither for capitalism nor 
for the environment. 
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Mass Line Revisited 

A run Kumar Patnaik 

Readings in Revolution and Organisation: Rosa Luxemburg and Her Critics, 
Lenin/Trotsky/Stalin/Lukacs selected and introduced by Sobhanlal Datta Gupta; 
Pearl Publishers. Calcutta. 1994: Rs 180. 


...in spite of her mistakes she was - and 
remains for us - an eagle. And... her complete 
works will serve as useful manuals for 
training many generations of Communists 
all over the world. - (V I Lenin on Rosa 
Luxemburg in 1922.) 

IN (he Leninist tradition. Rosa Luxemburg 
is viewed as a theoretician ot revolution 
through ‘spontaneity’ whereas Lenin’s 
theory, in contrast, is seen as genuine progr¬ 
amme of revolution through ‘organisation*. 
After reading the above selection, many 
Leftists in India may however find that the 
above formulation on Luxemburg is part of 
a worldwide distorted campaign against her 
unleashed during the ‘Stalin era* by none 
other than Stalin and, surprisingly, by Georg 
Lukacs. As Dutta Gupta succinctly shows, 
it is her revolutionary theory of mass line 
that did put her in (he midst of controversies 
within the camps of the Left and also the 
Righi (p i). 

Luxemburg’s mass line first emerged as 
a critique of the revisionist accounts of 
E Bernstein during 1898-99 (pp 8-19). 
Bernstein argues that liberalism is the best 
form of democracy and liberal democracy 
has gradually expanded its suff rage from the 
property criteria to certain ‘universal’ criteria. 
So. gradual reforms through participation in 
the liberal democratic state rather than the 
revolutionary ‘seizure of state’ by the 
proletariat is the only path available for 
Social Democracy. 

Against the above reasoning of Bernstein, 
Luxemburg argues that despite the legal 
expansion of suffrage, the proletariat 
continues to live under ‘wage slavery' 
because of its alienation from the means of 
production under capital (pp 12-13). 
Socialism, therefore, stands for the end of 
wage slavery by the workers themselves. 
While the expansion of universal suffrage 
gives the workers an opportunity to struggle 
for reforms, such a political participation in 
itself cannot usher in the end of wage slavery 
of the proletariat. She develops a classic 
two-line struggle: the one against the 
Blanquist boycott of reforms and the other 
against the revisionist boycott of revolution. 
She argues that, viewed in different times, 
both these tendencies might paralyse the 
initiatives of the workers towards freedom from 
wage slavery which is the essence of socialism. 

Five years later in 1904, in her debate with 
Lenin ’ s ‘One Step Forward, Two Steps Back* 
(1904), Luxemburg argued (pp 23-44) that 
Lenin's thesison ‘centralism* in the Russian 
Social Democratic Labour Party (RSDLP) 
might immediately provide the much needed 
‘national’ impetus to the pre-existing local 
revolutionary ‘circles' (p 25). Yet. when 


centralism ol the Party was seen as a 
permanent phenomenon as in Lenin, it would 
result in a son of Blanquism. i e, the loss of 
mass character of the revolutionary process. 

Lenin’s reply insists (pp 43-54) that 
misunderstanding had cropped up between 
him and Luxemburg on the above issue. 
Lenin’s main contention with the RSDLP 
leadership was that the central committee of 
the Party must represent the ‘majority’ of 
the Pany Congress rather than its 'minority ’. 
The Menshevik leadership of Axelrod and 
Martov on the contrary represented ‘centralism 1 
m the sense Luxemburg identified in theRSDLP 
of 1904, Lenin argues. 

Lenin’s reply however fails to 
acknowledge the full import of her critique 
of centralism. In ‘centralism* of theRSDLP, 
Lenin discern* only a problem of inner-party 
democracy, i e, alienation within the party. 
But Luxemburg goes beyond and locates the 
problem of alienation of the party from the 
masses. Lenin’s reply is silent on this question 
posed by Luxemburg. 

Daua Gupta argues a la E Mandcl that 
Lenin’s concept of party is more advanced 
than that of Luxemburg (p viii). This 
argument is however tenable only by 
projecting Luxemburg’s accent on mass line 
as a theory of ‘spontaneous’ mass actions 
But such a projection emanating from Stalin 
(pp 243-53) and Lukacs (pp 124-48) is a 
gross distortion of Luxemburg's positions 
Lukacs argues that her formulation of the 
‘organic growth' of revolution leads to an 
assertion that revolution is a ’natural* growth 
of proletarian existence rather than a socio- 
historically constructed process. Her position, 
thus, underestimates the role of party Such an 
interpretation, in my view, is patently incorrect. 

Luxemburg argues forcefully how a proper 
intellectual and political leadership is 
necessary lor the mass actions to acquire a 
national character and to gain political 
‘maturity’. In her polemics with Lenin in 
1904, she appreciated, as shown above, 
Lenin’s emphasis on a centralised parly 
apparatus. Again, in her critique of the role 
of the Bolshevik leadership in Russian 
revolution 1917, she criticised a Menshevik 
principle: First let us become a majority’ 
in order to conduct a revolution. She 
appreciated the Bolshevik initiative to ‘seize 
the state power' lor a socialist transformation, 
“through revolutionary tactics to a majority 
- that is the way the road runs" (p 99). There 
is thus no single trace of liquidationism (i 
e, liquidation of the concept of party) in her 
polemics with Lenin in 1904 or 1917. Hci 
polemics, unlike Lenin's conducted in a 
very friendly manner, point to Lenin’s failure 
to transcend the Blanquist traps in his 
conceptualisation of the party. It is of course 


another matter that Lenin too became aware of 
Blanquist limitations. His later position since 
1905 was rather closer to Luxemburg ’ s (Mamel 
Liebmann. Leninism under Letun, Merlin. 
London, 1980, pp 36-37 and 48-49 ]. 

Her classic critique of the Russian 
revolution 1917 reasserts her main criticism 
of the Bolshevik leadership: its lack of accent 
on mass line (pp 91-123). She argues how 
this theoretical vaccum in the Bolshevik 
leadership had perilous political implications I 
for the Russian revolution to sustain itself " 
with a proletarian chaiacter She shows that 
the late entry of capital in the pre capitalist 
societies as in Russia affected the petty 
bourgeoisie as well as the proletarian 
elements. The socialist movement against 
capital then attracted both the proletarian and L 
non-proletarian elements into ns told. Though 
she recognised the importance of assimilating 
the non-proletarian elements, she cautioned 
that the absence of a mass line approach in 
the Russian revolution would firmly put the 
non-proletarian elements in the saddle, 
forever. Worse, u would also prevent their 
*de-classing* and thereby set the beginning, 
of a deep intellectual arid political alienation ; 
ol the proletarian elements from the socialist 
oi gam sat ion. : 

While she was in prison (1916-18). shei 
offered a very detailed critique of the^ 
Bolshevik revolution: us derecognition of3 
suffrage and national assembly; its neglect 
ol freedom foi the non-Bolshevik groups 
and non-party masses; its paradoxical 
programme of nationalisation ol industries? 
on the one hand and privatisation of land 
ownership through individual distribution 
of landholdings on the other hand; its 
paradoxical slogan of socialist inter-, 
nationalism on one side and ihe slogan of 
sell-determination of nations on the other; 
and so on. True, m these piugramrnes abc 
appreciated the Bolshevik strategy to 
consolidate the ‘seizure of state power’, 
among the vast masses of the Russian 
peasantry as well as non-Russian nation 
alities. She, however, ex pressed heranxiecic* 
and fears about the long-term consequences* 
of the neglect of ‘democracy in the conduct, 
of a socialist revolution, the first of its kind. 

Outside prison during 1918-1919. she 
began to appreciate the Bolshevik strategy 
to dissolve the ‘old’ state machineries likd! 
the national assembly in the course of her! 
fierce attacks on the Soc ial Democratic Party] 
of Germany (pp 186-213). 

Yet, perhaps, her main contention that t* 
Bolshevik leadership lacked a mass li 
approach to be an apt anticipatory eriliqu 
of the ‘Stalin era’ which, no wonder, tri 
to consign her into oblivion But a dec 
after her death (1919). Luxemburg's nase 
concept of mass line culminated in eertatf 
brilliant expositions by Antonio Gram.sci it 
Italy and by Mao Ze Dong in China. Thcij 
common concern for a mass line approach 
was guided by a key question as to how W 
sustain the proletarian character of a socialist 
movemenl/organisation. This, in my view! 
is the most importuni lesson from re*»eadmj 
Luxemburg today. 


Pnl.tioal Weekly Anri! IS. 1WA 



SPECIAL ARTICLES _ 

Tamil Cultural Elites and Cinema 

Outline of an Argument 

MSS Pandian 

The arrival of the talkies in Tamil in the 1930s confronted the Tamil elite with a challenge in that while they were 
^ implicated in the cinematic medium in more than one way, they, in retaining their exclusive claim to high culture, 
had to differentiate their engagement with cinema from that of the subalterns. This essay discusses how the Tamil 
elite negotiated this challenge by deploying notions of realism , ideology of uplift and a series of binaries which restored 
the dichotomy of high culture and low culture within the cinetnatic medium itself 


I 

THE arrival of talkies in Tamil during the 
1930s was received with much enthusiasm 
by the lower class film audience. However, 
such subaltern enthusiasm for this new form 
' of leisure was simultaneously accompanied 
' by enormous anxiety among the upper caste/ 
class elites. 1 Though this anxiety was initially 
i framed in terms of low cultural tastes of the 
1 subalterns and resolved within the binary of 
j high culture vs low culture, the elites were 
soon confronted with newer problems. 
Quickly they realised that cinema as a 
! medium carried the unwelcome possibility 
of upsettingand recasting the already existing 
and carefully patrolled boundaries between 
' high culture and low culture. 

\ Cinema's ability to upset pre-existing 
cultural boundaries and to reallocate 
previously ghetioised cultural practices 
■' followed from the unprecedented ways in 
: which it brought together the elites and the 
* masses. First of all, the pleasureof spectating 
: did not fail to draw sections of the elite 
’towards cinema as audience, though most 
’of cinema's patrons came from the lower 
’classes. Secondly, cinema as a medium was 
’informed by what one may term as 
1 ‘intertcxtual excess’ whereby it could borrow 
‘both from high and low cultural universes 
r at the same time and recombine them in 
unexpected ways. Thirdly, as cinema evolved 
into an industry and trade, i e, as an avenue 
Tor investment and profit, the elites were 
’drawn to it. Then such profit-seeking criti- 
*cally depended on the subaltern consumers 
l 0f cinema who were kept in contempt by 
ithc elite because of their allegedly low 
'cultural tastes. Finally, the act of putting 
together a film required mobilisation of 
{different kinds of skills - some of which 
were almost exclusively available only to 
the elites (direction/camera/editing), while 
other sorts of skills, which were equally 
critical, were, for historical reasons, available 
bmong the lower classes (acting). 

( in other words, while the elites were 
implicated in the cinematic medium in more 


than one way, they, in retaining their 
exclusive claim to high culture, had to 
differentiate their engagement with cinema 
from that of the subalterns. This essay 
explores in broad outline how theTamil elite 
negotiated this challenge by deploying 
notions of realism, ideology of uplift and a 
series of binaries which recuperated within 
the cinematic medium itself, the dichotomy 
of high cuiturc and low culture. 

II 

By the turn of the 20th century, the 
boundaries between the so-called high culture 
and the low culture were already well- 
affirmcd in specific ways in the Tamil social 
milieu. On the side of high culture, one had 
Bharatanatyam and Carnatic music, which 
were almost exclusively monopolised by the 
brahmins and a very small section of the 
non-brahmin upper castes. Needing years of 
training, with rules of training worked out 
in meticulous detail, and marked by caste 
exclusivity, these cultural forms were 
available only to the upper caste elites. 

Both Bharatamyyam and Carnatic music 
affirmed themselves decisively as markers 
of high culture with their institutionalisation 
by the Madras elite in the form of Madras 
Music Academy in 1928. We may note here 
that the first Tamil talkie Kalidas appeared 
only in 1931. Interestingly, the Music 
Academy was conceived during and funded 
by the 42nd session of the Indian National 
Congress held in Madras in 1927. The 
Academy not only conducted annual music 
and dance festivals with much fanfare, but 
also functioned as a watchdog institution 
monitoring the so-called purity and standards 
of classical music and dance. For instance, 
at the annual conference of the Academy in 
1941, it responded to the demand that there 
should be more Tamil songs instead of 
Tclugu and Sanskrit songs in Carnatic music 
concerts by resolving that "it should be the 
aim of all musicians and lovers of music to 
preserve and maintain the highest standards 
of classical Carnatic music and that no 


consideration of language should be im¬ 
ported so as to lower or impair that standard" 
[Arooran 1980:260]. 2 

In contrast to Bharatanatyam and Carnatic 
music, company drama and ‘therukoothu’ 
(folk street theatre) constituted the so-called 
low culture patronised by the Tamil sub altern 
classes. Thcrukoolhu, which was confined 
to the countryside, was performed throughout 
the night particularly in the post-harvest 
summer months and during festivals in non- 
brahminic Hindu temples. Therukoothu was 
treated by the Tamil elite as a marker of low 
cultural taste and was despised. Writing 
about his childhood days. Jayakaantan, a 
Tamil Hedonist, noted, "My 'upper caste ' 
[status] informed me that these interesting 
masqueraders, who had their faces [lull of 
paint] and told stories from Mahaharatham, 
were lowly people" [Jayakaantan 1980:9: 
emphasis mine]. 

Company drama, though performed mostly 
in towns, traversed both the rural and the 
urban areas. Capturing the flavour of the 
company drama performances. Baskaran 
(1991:755) writes. 

The repertoire of these companies was 
limited to a few mythological, written as 
musicals. The stories were standardised in 
a series of songs. The playwright, in these 
companies, called ‘vathiyar* (teacher), wrote 
the songs, composed the music and also 
directed the plays. All the actors had to be 
singers, including the clown. And there was 
the pit orchestra, with a harmonium and a 
tabla. The emphasis was on singing, not on 
drama. When a character died on the stage 
after singing a song, he would get up without 
any hesitation to respond to cries of 'once 
more* and start singing all over again. 
What is important for our argument is the 
fact that, similar to therukoothu, company 
dramas were also shunned by the Tamil 
elites as low-brow entertainment of the 
subalterns. Rao Bahadur P Sambanda 
Mudaliar, who was part of the highly 
educated upper caste elite of the Madras city, 
reminisced of his childhood thus: "Though 
there was a ‘koothukottagai’ (drama 
auditorium) dose to the house where I grew 
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up years back and though Tamil dramas 
were staged bften in different places in 
Madras city, I did not watch one even for 
five minutes. Not only that I did not watch 
Tamil dramas, but had great contempt for 
them" [Sambanda Mudaliar 1931:1).* 
Moreover, the Tamil elites derisively 
referred to the popular stage artistes as 
'koothadigal* (mountebanks), refused to rent 
them houses and feared them as possible 
abductors of young women (Avvai 
Shanmugam 1983:33]. According to Avvai 
Shanmugam, a doyen of 20th century Tamil 
stage, “Parents would not allow their children 
to watch dramas. Youths were ashamed to 
admit in public that they had been to drama. 
Opposite to [every] drama hall, a toddy shop 
would be present" (ibid). 

The best illustration of the elite scorn for 
these artistes is the way they were treated 
by the leadership of the Tamil Nadu unit 
ot the Indian National Congress. During the 
pro-1947 period, a large number of these 
artistes used the medium of drama and songs 
to spread the message of nationalism. 
However, their contribution, for most part, 
was never acknowledged by the Congress 
leadership. For instance, referring to 
Madurakavi Baskara Das. whose songs 
evoked widespread nationalist passion 
among the Tamil masses. R Saarangabam, 
one of those numerous artistes who sang 
Baskara Das’s tongs on the stage, wrote 
with much distress, “On August 15. 1947, 
India attained freedom along the Gundhiun 
path. On that golden day, no one remem¬ 
bered our poet Baskara Das, I alone wrote 
an essay on him" [Aranthai Narayanan 
1988:91. 4 

Within this already enforced divide 
between high culture and low culture, the 
cinema of the silent era was treated by the 
Tamil elite as being on the side of the low 
culture. This was because the cinema of the 
silent era drew us performing artistes 
Irom the despised universe of low culture, 
i e, company drama, circus and wrestl¬ 
ing [Baskaran 1981:88-89] sums up the 
situation: 

The stigma that was attached to the popular 
stage and those working for it was extended 
to the world of cinema also The witnesses 
who deposed before the Cinematography 
Enquiry Committee repeatedly declared that 
they were either averse to watching films 
oi that they had never seen one. that only 
the low class frequented cinema houses, and 
that cinema was harmful to the community. 
Typical ol this attitude was the statement 
ol the president of the Corporation of Madi as, 
G Nurayanaswamy Chciiy. who told the 
committee: *1 find the uncultured flock to 
the cinema It could be said that 75 per cent 
of cinema patrons arc of the lower order.' 
The Indian members of the Board of Film 
Censors, Madras, also adopted the same 
view [emphasis mine]. 


in 

Tamil talkies made their appearance during 
the 1930s in this milieu of great divide 
beiween high culture and low culture. 
Instantaneously, they became popular among 
the lower class audience. In any case, they 
had been the patrons of silent cinema, before. 
Moreover, cinema, silent or otherwise, 
functioned as a social equaliser of sorts. 
‘The cinema hall was the first performance 
centre in which all the Tamils sat under the 
same roof. The basis of the seating is not 
on the hicrutchic position of the patron 
but essentially on his purchasing power" 
[Sivaihamhy I9XI:I8-19|. 

A contemporary account of the situation 
in the cinema halls of Madras city captures 
the flavour of subaltern enthusiasm for this 
new medium of entertainment: 

If we wish to watch films in Madras city, 
thegieatcst difficulty is getting tickets There 
arc huge crowds at the ticket counter. As 
tickets began to he issued, they jostle each 
other and some climb on the others and get 
the tickets In between such commotion, 
some poluemcn surface, beat them up and 
harass ih> m Some people approach those 
who coult. not get the ticket but stand away 
watching the fun. and offer. “I will get you 
the ticket Give inc quarter Anaa " Wanting 
to watch the film, they give the money. 
Those who collecl the money merge with 
the ciowd 'thereattci they cannot be seen 
Most of those who go for filmsare the poor 
They go there and sailIcr so much ' 

Kao Bahadur P Sambandam. who had his 
own encounter with early Tamil talkie as 
actor, script-writer and so on, vouched for 
the popularity of cinema during the initial 
years of talkie and noted. “ ..it is a decade 
since talkies appeared in our country. There 
is no doubt that during these 10 > cars, talkie 
has sptcad all over the country .. In Tamil 
Nadu alone, there are 250cinema halls... Wc 
can say without any reservation that in a few 
years, there will not he even a small village 
without cinuna" |S.mihandu Mudaliar 
I938:50|. This popularity of talkie among 
the Tamil subaltern classes itself was good 
enough reason lor the elite to keep away 
from it. Then, there were more substantial 
reasons loo 

The early Tamil talkies were basically 
film versions ol plays by drama companies, 
already proven to be successful on the stage 
The practice was to hire a whole drama 
company and shoot the film tn one stretch. 
So the stage actors, who were not classical 
musicians but singers familiar with classical 
music, found themseives in the tinsel world" 
[Baskaran 1991:755]. In keeping with the 
tradition ot company drama, these talkies 
carried a large number of songs and placed 
less emphasis on dialogue. The first Tamil 
talkie Kalulas (1931) was not exceptional 
in having 50 songs. A number of them 


produced during the 1930s had similar 
number of songs. Also, most of their themes 
were from Hindu mythologies and Puranas 
as in the case of popular stage productions. 
Equally significant, as during the silent era,! 
the early Tamil talkies drew its actors from 
the stage. These actors were not ashamed 
of their career on the stage and often acted 
both in films and dramas. As late as 1944* 
N S Krishnan. who was a towering 
personality of both the Tamil screen and the 
stage, claimed in public, “is it lair to accuse; 
cinema as having killed the drama? [Noj 
Drama and cinema have born of the same 
mother... One is real and the other, image’* 
(Araritahi Narayanan 1994:671. 

This overlap between the early talkies and 
the company drama, which had already been 
inscribed as part of the Tamil low culture, 
offered the Tamil elite with sufficient basis 
to negotiate this new medium. They, to 
begin with, ghettoised it as part ol the low 
cultural universe of the subaltern classes. 

Reflecting this elite cultural politics in 
Tami Nadu, the practitioners ot classical ait; 
forms shunned cinema " . Carnatic 
musicians looked down, with a shudder, 
upon the idea of singing in films, the same 
way that ladies of respectable families looked 
upon visiting a cinema hall" [Guy 1988]. As 
B S Ramaiya (1943:269), who straddled 
simultaneously the exalted world of creative 
* writing and the lowly one of cinema, noted 
about the classicists* contempt lor cinema, 
n was common among those well-versed in 
classical music to ridicule film songs by 
posing ’To what school of music they 
belong?’ (Ramaiya 1943:269) 

It was the same elite politics which made 
v i s it mg ci ne mu hall s a t abuo lor’ respectable* 
women from upper caste/class families. If 
visiting cinema halls was a taboo, acting in 
films was unthinkable for them. Thavamani 
Devi, an actress who came from Ceylon to 
Madras to act in Modern Theatre productions, 
made an appeal in the 1930s that women 
from respectable families should give up 
their reluctance and act m films. Responding 
to this appeal, a Tamil magazine allegedly 
published her photo in a sw imming costume 
and captioned it thus, “Thavamani Dcvi, an| 
actress, who has come from Ceylon to act 
as chaste Akaiya, appeals to women from 
(respectable) families to act in films'* 
(Aranthai Narayanan 1981.115] < 

IV 

A small section of the Tamil elite clung 
on rather resolutely to this idea that cinema 
is incorrigibly a sign of low cultuic 
Rajagopalachau is perhaps the most telling 
representative of this cinephobic minority:* 
and even the invocation of nationalism could 
not convert this nationalist to cinema. In 
1939, when the Indian Motion Picture 
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^Association sought a ban on anti-Indian 
foreign films, he, as the prime minister of 
Madras state, noted cynically, T have a 
notion chat in most cases the objection comes 
from competing companies that want in the' 
guise of patriotism to keep out as far as 
possible well executed films that carry away 
the money. There is so much objectionable 
matter in the films prepared in India that the 
'anti-Indian' objection pales into 
insignificance." 7 His objection to cinema 
continued well into the post-1947 India. 
Addressing the South Indian Film Chamber 
of Commerce in 1953, he was unrepentingly 
critical of cinema for it. according to him, 
catered to the uncontrolled sexual urge in 
the human beings [Diwakar and 
Ramakrishnan 1978:156-63]. 

As much as representations about cinema 
in the elite political sphere, elite literary 
representations too exhibited such 
cinephobia. Ku Pa Rajagopalan, a Tamil 
fxetionist belonging to the elite nationalist 
. Monikodi group of writers, published a.shon 
Story 'Studio Kathai* (Studi Story) in the 
.early 1940s. The story narrates how an 
; educated girl takes to the career of acting 
4 so as to sanitise the film world of its evils 
,and make it unthreatening for respectable 
j women. She gives up the mission after a day 
]in the studio floor. While she resents the 
t director physically touching her and leaves 
the studio, the director exclaims. "Why 
should a pativratha come to the studio?” 

, Setting in opposition the immorality of the 
j film world and the chastity of respectable 

I woman. Ku Pa Rajagopalan names the 
»director in the story as Krishnan and the 
.tailed actress as Sita (Ku Pa Rajagopalan 
11986:82-87]. 

However, large sections of the Tamil elite 
! realised, within years of the arrival of the 
J talkie, that this cincphobic mode of 
j engagement with cinema was inadequate. 

, As cinema expanded into an industry and 
} as a dominant mode of leisure, it offered 
^hitherto unavailable possibilities for the 
Tamil elites. At one level, it had become a 
t site of financial investment and a source of 
profit and fame. These new possibilities 
even lured the practitioners of classical art 
forms such as Carnatic musicians, who 
carefully kept themscl ves away from cinema 
asa way of maintaining theirclaim to cultural 
.'superiority, towards cinema: "Movie 
V| business came to mean big money and this 

II did not fail to catch the attention of the 
'classical musicians who had hitherto been 
1 ignoring cinema as a plebian entertainment... 

* Musicians like Papanasam Si van, who wrote 
' and composed more than 500 film songs. 

1 entered films and seduced the other classical 
‘musicians also into cinema. Musical 
‘luminaries of the late 1930s like G N 
1 Subramanian. Dandapani Desigar, Musiri 
‘ Subramanya Ayyer and V V Sadagopan, all 


had their stint in films.** (Baskaran 
1991:756).* 

Equally important is the fact that cinema 
as a state of spectating pleasure too worked 
towards breaking the boundaries between 
the elites and the masses. Sections of the 
elites were indeed drawn towards the medium 
as its consumers. Writing in 1939 about 
three-fourths of the people "among 
ourselves” (i e, the Tamil elites and the 
middle classes which exhibited elite 
pretensions), ‘Kalki’ R Krishnamurthy 
claimed. "We will keep talking about the ills 
done to the world by cinema. But, as we hear 
that a good film is being released, we are 
only too willing to spend our money and 
spoil oureyesight." For him. ignoring cinema 
was any longer a futile exercise: "What is 
the use in someone saying '1 object to 
earthquake'? What is the use in someone 
saying ‘I don't accept rain'?" [Kamadagam 
1939:45-47) Similarly. Chandilion, a writer 
of historical fictions in Tamil, responded to 
Rajagopalachuri's cinephobic comments 
thus: "Ignoring cinema... will be similar to 
the story of the old woman who tried to 
sweep hack (with a broom) a turbulent 
ocean” (Chandilion I987:30|. In other 
words, cinema had come to stay whether one 
likes it or not and the elites were part of it 
both in the process ol its production and 
consumption. 

The cultural elite of Tamil Nadu now 
required new modes of negogitating the 
challenge thrown hy cinema. They could no 
longer merely brand it as the leisure-time 
activity and entertainment of those who 
lacked high cultural tastes, for they have 
become part of it. As a first move towards 
redefining their engagement with cinema, 
the Tamil elite privileged realism as the 
governing principle of good cinema. This 
was a move, as wc shall see soon, that was 
basically meant to free cinema from its 
demeaning identity with company drama. 

C K Sachi, soon after his return from 
England where he worked in film studios, 
complained of the lack of realism in Tamil 
films. According to him, • 

At present in western countries, those who 
enjoy watching reality (on the screen] are 
increasing in numbers They do not like 
mere stones Good Hurth portrays the real 
life of the Chinese people and the real 
modesty of the Chinese women. That is why 
it ran for four months in London on its first 
release: and it is running for [the past] four 
months on rc-release.. But look at our films. 
What wc see in [Tamil film as a dost is a 
marvellous image which none has seen in 
life. (Similarly) thieves appear in [these films] 
in unheard of English constumcs of hat and 
coal... If there is a thief [in the film] he 
should [look like] a real thief.'' 

As much as Sachi. others like S 
Satyamurthy too stood on the side of realism 
[Aranthai Narayanan 1981:66]. 


Significantly, this anxiety about lack of 
realism in Tamil films was framed in terms 
of its shared characteristics with popular 
theatre. The nationalist Tamil newspaper 
Dinamani complained in 1935, "Tamil films 
are devoid of acting and without life like 
Tamil plays."™ It elaborated further: 'Tamil 
cinema greatly disappoints those who have 
developed their appreciation for acting by 
watching American films and those who 
innately know what is the art of acting. There 
is very little .dialogue; and even whatever 
little is there is in vulgar Tamil CKodun 
Tamil'). The rest is all songs. Songs appear 
[in the films] as one faints and as one gets 
killed." It compared the songs in Tamil films 
to the "intolerable wrestling and fencing" 
present in the early Bombay films." 
Similarly. Sambanda Mudaliar, in listing the 
shortcomings of Tamil films, noted that they 
were made "music concerts" [Sambanda 
Mudaliar 1938:50]. Perhaps the most 
instructive instance of elite antipathy to songs 
in films is the review of Lava Kusu by 
'Kalki' Krishnamurthy. Instead ol calling it 
a talkie, he called it 'paatti' punning on the 
Tamil words 'paattu' (song) and ‘paatti' 
(grandmother). For him. Lava Kuxa was full 
of songs and moved at a grandmotherly sluw 
puce [Guy 1988]. Wc need to bear in mind 
here that songs (instead of dialogue) were 
a common feature ol both company dramas 
and early Tamil talkies. 

In the place ol songs, what got privileged 
in the new discourse of the Tamil elite on 
cinema was dialogue. For instance, the review 
of Iru Sagotharargal published in Matukodi 
noted, "What infuses life into Iru 
Sagotliarargal is its realistic dialogue We 
sec Uic) in this film interesting dialogues 
whieh fit the situation... We see everywlieic 
in this film fluent dialogue."The review also 
exclaimed, "Isn’t it a wonder in Tamil cinema 
world?" [Aranthai Narayanan 1988:38-39], 
Exhibiting similar attitude, N Shrinivas, the 
founder of the film maguzine Tulk-u-Tone 
(which announced itself as "A motion picture 
magazine with a mission and a purpose”), 
wrote. "Dialogues should be written so as 
to fit the roles of the actors... One who is 
drawn from upper class speaks in a particular 
way. Illiterate low caste person speaks 
differntly. When a rich man addresses 
labourers, he speaks in a specific fashion. 
Labourers do not speak '.he same way as their 
employers..." [Shrinivas 1942:511. Thus, it 
was not only that dialogue should replace 
songs, but dialogues also should be realistic. 

We may note here that this was exactly 
the basis on which the alliterative dialogue 
of the DMK genre of films were critiqued. 
As M Karunanidhi. who along with C N 
Annadurai, introduced such dialogue to 
Tamil films, noted in 1951, "Does the 
common man on the street, whom we meet 
everyday, speak in alliteration? Then, why 
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should those on the screen speak alliterative 
language? Such questions are now being 
posed loudly...’* [Thirunavukkarasu] 
1990:95 ]. 17 It was this desire for realism in 
dialogue which made Muktha Seenivasan. 
who has worked closely with the DMK 
script-writers, to credit T V Chari and 
lllangovan for changing the pre-existing trend 
that "cinema, like the stage, had little dialogue 
in between songs and for bringing literary 
taste to cinema” and to refer, in contrast, to 
the dialogue written by Karunanidhi and 
Annadurai as "sensational” [Seenivasan 
1993:1401. 

The shared qualities between company 
drama and early Tamil talkies did not stop 
with the presence oi large number of songs 
in both. In addition to songs, both the media 
drew their stories trom mythological and 
puramc soutccs. Once again, this was targeted 
by the Tamil clue for criticism While 
Puumumi treated the religious ones and 
"those who aic mad alter songs” as equals 
in sharing low cultural tastes in the context 
ol lilm spectating, n Samhanda Mudahar 
(I93K 50) specified “ancient stones” as a 
shortcoming of Tamil films. What they 
preferred instead was so-called contemporary 
themes wuh realist orientation A review ot 
Maana Samiak.\hanam in Pesumpadam 
(April 1943 1 noted. 

The Tamil film Muuna Samrukshunam is a 
great consolation for the cinema tans who 
uie tired ot seeing only puramc films during 
the past four or five years It is not only that 
human beings appear instead of gods in this 
film; but it is lull of realities of the 
Lontcmporaiv lite that tt makes one happy 
K Subramamyam has become p. pul.tr tor 
his social I Urns. He is a master in observing 
and icproducing in minute details 
lommoucr's life situations, attitudes and 
daily realities in films It is these skills which 
lie has correctly applied in this film | Aranthat 
Narayanan 1988:2731 
In other words, the privileged teleology 
ol cinema in the elite discourse was one of 
progress towards realism - a realism which 
would annul cinema’s lowly association with 
the cultural products ofthe subaltern classes 
such as company dramas and therukoothu. 
For instance, Muktha Seenivasan periodiscs 
the first three phases of Tamil cinema as 
(i) puranic, mythological and folklore period 
(1931-50), (ii) melodramatic story period 
(1951-75) and (iii) partly realistic ann- 
senttmental stories period (1976-85) 
[Seenivasan 1993:25-26]. Within this 
periodisation, he characterises the first period 
as one in which films “had nothing to do 
with real life” [ibid:33|. The second period, 
i e, the penod of melodrama, was also not 
much to be proud of; it was a period of 
exaggeration: '‘Scenes of extreme sacri¬ 
fice, totally unconnected with real life, 
were seen in their films. Events of family 
life were presented in an exaggerated form. 


Coincidental events were plenty in these 
films. The protagonists would appear either 
as Rama or as Kamsa. There was excess of 
dialogue in their films” [ibid:38J. For him, 
(he penod between 1976 and 1985, when 
Tamil cinem. came to terms with “partly 
realistic and atm-sentimental stories”, was 
the best so tar. though it was still inadequate. 
Despite the fact that Seenivasan’s scheme 
was one ol calendric periodisation, it is 
simultaneous) .i classificaiory system by 
which individual films and film-makers can 
be evaluated in terms ot their closeness or 
otherwise lo i cal ism. In other words, this 
teleology, which privileged realism, offered 
the Tamil clue with a space to locate 
themselves within the universe of cinema 
and at the same lime to assert their superior 
aesthetic sell 

In an cl toil to further their agency over 
the eiacm.iik medium, the Tamil elites, as 
a second move. brought in the critcnon of 
tiplilt Good cinema could not merely be 
realistic, but should also have a social 
purpose. In 1939, *Kaikf Krishnamunhy, 
criticising those who kept themselves away 
from cinema, wrote. "As the best of the 
intellectual' arc ignoring cinema, its bad 
clfccts are proliferating uncontrolled; 
intellectuals arc (on the other hand] ignoring 
it because ot its had cl teas! In short, a 
powerful instrument, which is capable ot 
directing people s inind. is being used for 
bad ends ' [ Kai nadagam 1939:48]. He further 
argued. “To the extent one is genuinely 
interested in social uplift, one should pay 
attention to cinema... If cinema leads to 
moral degradation, one should prevent it and 
transform cinema as a medium tor moral 
uplift” [ibid.47|. Even B S Ramaiya, who 
was basically convinced that cinema was the 
most populjr entertainment medium ol the 
lower classes and who was never ashamed 
to gel involved with cinema for that reason, 
could not give up the temptation towards the 
ideology of uplift. In his book. Cinema. .?. 
which is a brilliantly written practical manual 
lor film-makers, he wrote. “It is the 
responsibility ol everyone to strengthen 
cinema and make it useful for the people. 
The responsibility of the educated and the 
journalists, who arc concerned about the 
future of the country, is great in this 
|mission| Ramaiya 1943.273]. If ‘Kalkf 
Krishnamunhy wanted the intellectuals to 
be invested with agency to carry out social 
upl It. for Ramaiya. they were the educated. 

The career of the ideology ol uplift in 
Tamil cinema is complex and needs separate 
study. In the pie-1947 phase, the ideology 
of uplilt was framed in terms ot nationalism 
Even the conservative nationalist daily 
Dmmrnnt did not mind cinema as long as 
it served nationalist cause. In 1936, it 
appealed, “What our country wants at present 
arc only propaganda films. The cinema can 


participate to a large extent in the struggle 
for the liberation ofthe country, ft is possible 
for the cinema to carry on simultaneously 
in several places a great agitation that can 
be carried on only by great orators and 
writers... A new spirit can be created among* 
the people by introducing the songs of poet 
Bharat hi in political, economic, social and 
devotional films.” 14 It was only in the context 
of nationalism as uplilt that people like K 
Suhramaniyam and S Satyamurthy could he 
part of the world of cinema and 
simultaneously claim an unsullied reputation 
among the Tamil cultural clues.*' In the . 
post-1947 T amil Nadu, ihc ideology ol uplift , 
had ditferent incarnations. To mention just, 
one it set in opposition films that appeal to * 
emotions and films that appeal to mind, and 
annexed the latter us part of its territory. For 
instance, films of K Balachaudar were 
appropriated as part of elite sell-del inition 
within thisdichoiomy. According lo Muktha 
Seenivasan (1993:168), “Belore the time of 
Balachandar.cmenui-gocrs remained merely 
as apprecuiors ol emotions'' and it was he* 
who converted them lo the higher ideal of 
applying their mind 

v 

1 hough notions of reali sin and the ideology j 
of uplift recovered for the Tamil elite the 
necessary space to be part of the cinema but \ 
still be different, it was inadequate. As wc 
have noted earlier m this essay. * he cinematic 1 ’ 
medium cuiticn the possibility of mtertexiual ! 
excess’ Thai is. cinema can appropriate 
artefacts ol high culture and low culture 
simultaneously and represent them m ways 
which subvert the boundaries between such 
divisions As Kcvathi. a nahonal award 
w inning actress and a Bharatanaiy am d.incei 
lamented recently, hi ms can have a disco 
dance number in Bharatanatyam costume, 1 * 
The elite, so us to maintain their cultural 
hegemony, needs toeontain such Tiucncxtuaf ’ 
excess’ ol cinema 1 ’ Their anxiety in this 
regard was predominantly about the 
cinematic representations ol classical dance, 
and classical music To negotiate this 
challenge, they imported into the cinematic, 
universe those evaluatory schemes which 
they had already heen deploying for] 
boundary-maintenance in the case ot dance 
and music. In other words, they granted the. 
stamp of approval only to those cinematic 
representations of dance and music which 
approximated the so-called pure form. 

Let us first take up the question of music. 
Though, in Muktha Seenivasan ’ s teleological, 
scheme, the first phase of Tamil talkies did 
not constitute good cinema, they Jid have 
other positive consequences, “The first* 
positive consequence of Tamil films of the 
period 1931 to 1950 is that they cultivated 
individual morality. Secondly, they protected 
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Classical music'* (Seenivasan 1993:33]. 
jWithin this logic, a number of film artistes, 
: who were extremely popular, were appro¬ 
priated as part of elite self-definition. As an 
account of the early Tamil cinema puts it, 
• K B Sundarambal, M K Thyagaraja 
Bhagavathar and S D Subbalakshmi were 
the most popular cine artistes much wanted 
and adored I >y the masses for their excel lent 
talents in the art of music and rendering of 
songs in chaste classical style [Centre for 
Social Research 1974:10]. 

While K B Sundarambal and M K Thyagaraja 
Bhagavathar endeared themselves to the 
Classes as stage artistes before moving into 
cinema, it was never their pre-history in 
theatre which was foregrounded in elite 
accounts of cinema history, but the chaste 
manner in which they represented classical 
music on the screen. 

Such appropriation of cinematic 
personalities was accompanied by a denial 
of others who did not respect the boundary 
between classical and other forms of music. 
The popularity of Ulayaraja. who specialises 
in hybrid film music which synthesises Indian 
classical, western classical and folk music 
, forms, is a moment of great anxiety for the 
t musical elite. At one level, his music is 
treated by them as crass. The well known 
f music critic Subbudu, who is a fanatical 
( defender of purism in classical music, 
compared the popularity of Illayaraja's music 
todrug addiction. For him. Raja’s music was 
, similar to swallowing a pill to get rid of a 
, headache and without any lasting value. iN At 
j another level, given Illayaraja’s enormous 
. success, there arc attempts to recuperate him 
. within the elite scheme of things by invoking 
' his proficiency in classical music: 

Ulayaraja is a brilliant man. We cannot deny 
that. He went to London and conducted a 
symphony with big-time composers; and 
they had listened to him and appreciated 
him... He knows our (classical] music... Now 
he is dishing out some easy music. 1 think. 

> he will slowly increase the dose of high class 

t music and make people knowledgeable about 

carnatic music. IV 

: This statement by classical musician 
Chemmangudi Sreenivasa Iyer mobilises 
, both Illayaraja's competence in classical 
. music as well as the ideology of uplift to 
; recuperate him as pari of the elite universe. ?0 
, Similar moves were deployed by the Tumi I 

■ elite in the case of cinematic representation 
j of dance too. They authorised only the 
, representation of classical dance forms in 
] films as good taste. According to Muktha 
j Seenivasan's account of Tamil film history, 

. Kumari Kamalu, Vaijayanthimala Bali and 
i Lalitha-Padmini were the best that happened 
i to dance in Tamil cinema. For him, during 
t their period, dance in cinema “witnessed 
t astonishing progress". Healsodoesnot forget 
i to mention the veteran dance teachers under 
i whom all of them got their training: Vazhuvur 


Ramaiya Pillai, Hiralal, Oandapani Piltai, 
Kalamandapam Madhavun and Gopala- 
krishna Master. This nostalgia of Seenivasan 
is immediately displaced by distress as he 
moves on to talk about the present state of 
dance in Tamil films: After the period of 
Kumari Kamala et al, ’’dance lost its 
sac redness. Dances arc choreographed and 
used now in Tamil films only to feed the 
sexual urges |of the audience]" [Seenivasan 
1993:168, 263; emphasis mine]. 

If Seenivasan invokes the question of 
sexuality to inferiorisc popular film dance, 
it may be because Bharatanatyam, as it was 
reconstituted by (he Tamil brahmin elite 
during the 20th century, was sanitised of its 
eroticism. It is true that a few like T Bala 
Saraswati tried to resist the effols to ’purify* 
Bharatanatyam of Snngara. As she puls it. 
“Some seek to purify' Bharatanatyam hy 
replacing the traditional lyrics which express 
snngara with devotional songs. I respectfully 
submit to such protagonists that there is 
nothing in Bharatanatyam which needs to 
be purified afresh; it is divine as it is and 
innately so. The sringara we experience in 
Bharatanatyam is never carnal; never, 
never..." [Ciuhan 1991:14). As evident in the 
above quote, such resistance could not go 
beyond a point and what Bala Saraswati 
could do was to sublimate sringara as bhakti. 

Moreover. Sccmvasan’s mode of 
argumentation fits well within the elite 
ideology of uplilt. After all, preaching self- 
control (sexual or otherwise) has a sustained 
and long career in Tamil Nadu as elsewhere. 
The subaltern self always figured in upper 
castc/class discourse as overlaid with excess 
sexuality. 

We may also note here that occasionally, 
the opposition between the so-called classical 
forms of music and dance and their other 
forms is staged within avant-garde film texts 
and resolved in lavour of the former. 
Sankarabaranam is a recent case in point. 21 

As much as dance and music, other film- 
associated practices like writing scripts and 
lyrics were also infcnorised by the Tamil 
elite. Here they deployed the binaries of 
literature vs film script and poetry vs film 
lyrics. For instance, Akilon, who won the 
Gnanupect award for literature and had a 
four-year encounter with cinema, 
differentiated literature and film script thus: 
"If one writes a novel keeping film script 
[as a model], the novel will turn out to be 
a chain of emotional events and will be 
interesting while reading. But it will not 
stand the time as (good) literature ex¬ 
pounding socially relevant ideas." 22 In his 
autobiography. Akilon was shame-faced 
about his involvement in the film world. He 
alluded to the ill-eflects’ of the DM K genre 
films on the illiterates and legitimised his 
involvement as one of trying to correct the 
situation: “I used to think that it would be 


good to use the powerful medium (of cinema) 
for the benefit of the people. In the north, 
K A Abbas used his writings and films for 
the uplift of the nation. I was contemplating 
whether something similar could be dune 
here, at least at a smaller scale" [Akilon 
1984:318-19]. He also claimed that he left 
the film world because he refused to submit 
his writings to the dictates of film producers 
|ibid:335]. 

The controversy surrounding 
Bharatidasan’s lyrics for Balanumt will be 
an instructive example of the status of ^Tie- 
writers in the eyes of the clues. Ariyur 
Padmanabha Pillai called Bhuratidusau's 
lyrics as “kavithai kolai" (murder ol poetry) 
.and argued that they violated the rules 
governing the ’virutham’ form of Tamil 
poems. Bharatidasan. who inspired 
generations of Tamil poets, was forced to 
respond by writing a long rejoinder defend¬ 
ing how his lyrics were governed by the 
grammatical rules [Bharatidasan 1984 
300-02]. Jayakantan. who shares al. the 
assumptions of the Tamil elite so far as 
cinema goes, confessed it all when he 
wrote, “Actor is an artiste; even then he can 
never attain and should never attain in society 
the high status which a poet (not a song 
writer), a writer (not a script-writer) or a 
scientist" (Jayakantan 1980:188, emphasis 
mine.] 

In differentiating their superior aesthetic 
self from that of the subalterns, what the 
Tamil elite endorsed instead was the use ol 
poems by established poets (Subramania 
Bharatt is a case in point) or stories or no\ els 
by established fictionists (Mo ft a Mull of 
Janakiraman is a recent case) in films 

VI 

The notion of realism, the ideology of 
uplift, and the deployment ot binaries such 
as classical vs non-classical - all ot them 
provided the Tamil elite with a new language 
to engage with the medium of cinema, 
particularly during the period when they 
realised that they could not afford to ignore 
it. All the same, this new language did not 
lead to the hegemony ol the cl ile over cmcina. 
The doubt which B $ Ramaiya expressed 
in 1943 about the ability of cinema to become 
the monopoly of the elite continues to haunt 
them. As Ramaiya (1943:266-67) pul it. 
“Films are produced at present lor the 
attraction of the ordinary people. One cannot 
say whether cinema will ever reach the place 
of classical arts such as music and dance. 
Under the present circumstances, it is not 
possible to make films just for the satisfaction 
of the educated classes." 

The Tamil elite could succeed in reducing 
Bharatanatyam and Carnatic music as their 
exclusive enclaves where both the performers 
and the audience belonged to their own 
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class. A similar solution was unavailable for 
them in the context of cinema. The very 
economy of cinema which initially attracted 
sections of the elite towards it, subverted any 
such possibility. Their desire for autonomy 
is constantly frustrated by the unavoidable 
dependence on the masses as audience. In 
this context of elusive hegemony, the new 
language of the elite about cinema got 
reduced to a framework for endless angst 
and lament about the masses. 

Notes 

(An initial version of this paper was presented 
in the conference on 'Making Meaning in Indian 
Cinema' organised by the Institute of Advanced 
Studies. Shiinla. in October 1995.1 acknowledge 
with gratitude the critical inputs from Anandhi 
S. Venkatesh Chakravarthy, J Jeyaranjan, 
Madhava Prasad. Ashis Rajadhaksha, Rajan- 
kurai, Padmini Swarninathan and A R 
Vcnkatachalaputhy. which helped me in revising 
the initial draft ) 

1 In the specific context of this paper. I define 
elites as those who were part of an ideological 
habitus wherein access to certain cultural 
products/practices (Carnatic music, 
Bharaianatyam) were celebrated as a marker 

. of superior aesthetic self 

2 For a critical account of how classical music 
was deployed by the Tamil elite in defining 
their superior aesthetic self, see (Ra(masamy) 
1990/1944). 

3 In his adult life. Sanibanda Mudahar took to 
amateur play writing and acting for an cldc 
audience While he refers to the actors of 
company dramas as ‘koothadigal’ 

* (mountebanks), (hose of the amateur theatre 
were lor him nadaga kaluingrargal’ (stage 
artistes). 

4 It was the Dravida Munnetra Kazhagain 
(DMK) and its leadership, which stood 
against different forms of brahininical 
exclusivity and the elitism of the Indian 
National Congress, that corrected this 
situation: "Even those anistes who worked 
for the nationals! cause during the freedom 
struggle were derogatorily branded by this 
society as koothadigal’ and were made to 
feel ashamed (of their profession) There was 
this altitude among the people that actors are 
lowly and should not be mixed with The 
exclusive credit for ending this situation with 
systematic effort and full commitment goes 
to AnngrarAnnu(durai)" [Thirunavukkurasu 
1990:421. 

5 N C Damodharan in Dinamatii , July 31,1936. 
reporduccd in Dinamam. July 31, 1995. 

6 The concept of cinephobia has been drawn 
fiom Ravi Vasudevan (1995). 

7 Home Department (ins). GO No 2182. dated 
April 19. 1939. Tamil Nadu Archives. 

8 According to Randor Guy (1989), it was 
‘RavaJ’ Krishna Iyer who introduced regular 
camatic music and weH known musicians to 
Tamil film. Iyer achieved this “by getting 
veteran musician and composer Harikesa- 
nallurMuthaiah Bhagavathar(Raval’s uncle) 
to set the music for luava Kusa ...” It seems 
that Iyer had mobilised his kinship resource 


so as to break the classical musicians' 
resistance to cinema. 

9 Article on Tamil cinema in Dinanumi, May 
24,1935. reproduced in Dinanunu Vaira Vi?)ia 
Aandu Malar, Madras. 1994, p 353 (emphasis 
mine) 

10 Anunda Vikadan quoted in Aranthai 
Narayanan (1988:227-28). 

11 Ibid 

12 Despite such elite criticism, the alliterative 
dialogue of the DMK films turned out to be 
extremely popular. The complete dialogue of 
these films were published in the form of low ■ 
priced booklets and they were sold in 
thousands. In several cases, there were pirated 
editions illegally published by unauthorised 
publishers The book carrying the dialogue 
of M Kurunanidhr.sMww/jtfftif 1954) became 
so popular that ihc publisher got the block 
for the cover page done in copper from the 
famous G K Velu company so that it would 
withstand large-scale printing [Sornam 
1992.41. see also Thirunavukkarasu 
1990.116] 

13 Dmainam, May 24. 1935. 

14 Dammam . August 7.1936, quoted in Baskaran 
(1981:120) 

15 A comparison of the way in which the cultural 
elites reciqvrated K Suhrainamyam and S 
Satyamurihy then and recuperate 
Mann atlmam now would he interesting Both 
of them share (he common characteristics of 
deploying nationalism as uplift, though in 
different contexts 

16 Duutnnou. October 6. 1994. 

17 If die Tamil elites despised company drama, 
one of the possible reasons foi this was the 
way it combined different forms of music 
without much respect for the boundaries across 
them “These songs of the drama companies 
were based on Carnatic music In addition 
they intioduccd a new strain of music into 
Tamil Nadu, natya sangecth* (drama music), 
the kind ol Hindustani music as it came from 
Marathi and Parsi drama companies that had 
loured Tamil Nadu in the beginning of the 
icnturv. Through this strain. Hindustani 
Tagas’ were observed and the synthesis was 
quite popular Folk music also featured in 
these dramas and was usually sung by the 
comedian'’ | Baskaran 1991 756) 

18 Interview with Subbudu, Subamangala, 
February 1993. 

19 InterviewwithCheininangudiSreemvasa Iyer. 
Snlmmangohi, March 1994 

20 lliayaraja himself is a critic of pigeonholing 
music as classical and otherwise. As he puts 
it, *1 am not a musician For a musician raga 
is a hurdle, tala is a hurdle, his music training 
is a hurdle, and h,s very conception about 
music is a hurdle Since I am not a musician. 

I have no parameters to restrict myscll 
Whatever comes to my mind. I have no 
hesitation m doing it 1 am able to compose 
a song in aaiohunom’ alone, while the whole 
spectrum o! music v id wans believed lor 
centuries Unit a song should essentially 
comprise ‘aarolunoin’ and ‘avarohumun’ This 
is because I have no bonds" [Panneerselvan 
1987 91). 

21 .Significantly, M Karunanidhi’s Purasuktht 
(1952). u DMK genre film, inverts this 
resolution and privileges cinema over 
Bhuratanutyam While the hero of the film 


favours watching films, a vamp-like character 
in the film, consciously named Jolly, dissuade) 
him from going to films and telU him. "If i 
association to finish off cinema comes up, 1 
will be Us president. Only Bharaianatyam ii 
fit for our country . " She takes him to a datux 
performance, drugs him and cheats him Of at 
his money. 

22 Bommai* October 1966. 
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Indian Capital Market Reforms, 1992-96 

An Assessment 

Subir Gokarn 

This paper uses a conceptual framework that draws on the theory of regulation on the one hand and the new political 
economy on the other to make an assessment of the wide-ranging reforms that have been initiated in the Indian stock 
market over the past four years . Based on the framework, the various reforms are classified into categories reflecting 
their regulatory effectiveness and/or their impact on sources of market failure. The paper arrives at a generally positive 
assessment of the reforms , but points out three areas of concern: the lack of a fixed term appointment for the regulators: 
the persistence of non-competitive conditions in the market: and the excessive entry of new scrips into the market , 


although in recent days , some steps 

I 

Introduction 

,, THE reform of the regulatory framework 
governing the Indian stock market began 
in the late 1980s with the establishment of 
, the Securities and Exchange Board of India 
(SEBI), hut it gained significant momentum 
with the consolidation of all regulatory 
, authority with SEBI in 1992. Since then a 
large number of reforms have been initiated, 
relating to virtually every aspect of the 
market's functioning. Given that such 
sweeping reforms have been carried out, 
how is one to assess the eifectiveness of the 
reform package? 

This paper attempts to make such an 
assessment. It first presents, in Section II. 
a conceptual framework. This consists of 
two main elements. On the one hand, it 
draws on knowledge about sources of market 
failure in equity markets, and their impact 
on the various indicators of efficiency that 
have been used to evaluate this market. This 
analysis leads to the identification ol a set 
Ofregulatory ‘objectives’. On the other hand, 
it draws on knowledge based on the theory 
of regulation and the new political economy 
to characterise the environment within 
which a regulatory agency operates. This 
imposes certain constraints on the agency, 
influencing the regulatory ’outcomes’ that 
it may attain. The gap between the objectives 
and outcomes forms the basis of the 
assessment. 

Section III lists the various reform steps 
that have been undertaken during the period 
1992-1996 and classifies them according 
to the various categories suggested by 
the framework. Section IV concludes the 
paper with an overall assessment of the 
reforms. 

II 

A Conceptual Framework 

Figure I depicts the elements of the 
framework and their relationships. Our 
approach is based on two structures - the 
market and the regulatory institution. 


have been taken to address this problem 
Tiir Markki 

Structure : The slock market is a system 
consisting of several elements, which can be 
reasonably grouped into three categories. 
The first is the body of investors, the agents 
that bring funds into the market. The group 
of investors can itself be divided into various 
categories; an illustrative list is provided in 
the figure comprising individuals, 
institutions ^uch as insurance companies or 
mutual funds and foreign investors. This 
division is made on the premise that each 
group’s objectives may be in conflict with 
those ol other groups and each group, by 
virtue of the si/c of its market participation, 
may have di I lerenl degrees ol market power. 
The second category are the intermediaries 
in the system, vi/. the brokers and the 
institutions <>t exchange They are engaged 
in a principal-agent relationship with the 
other members oi the system, and arc 
therefore likely to lind at least some ut their 
objectives in conflict with those of the 
principals. The third group consists of 
mobilisers, firms who are raising lunds 
through public issues ol equity. With the 
introduction ol this group, it is convenient 
to divide the market system into primary 
markets and secondary markets. In (he 
former, mobilisers interact with investors 
through the issue of new scrips, whereas in 
the latter, investors trade existing scrips with 
each other. Intermediation in the primary 
market is carried out by merchant bankers, 
while brokerage houses perform this function 
in the secondary market. 

The structure of the market can then be 
viewed in terms of the relationship betweeir 
the various groups. Much financial theory 
is based on the notion of ‘perfect* markets, 
which imply a particular structure in which 
no group, or sub-group has any significant 
power advantage over the other, and there¬ 
fore is in no position to influence the per¬ 
formance ot the market. This characteri¬ 
sation is consistent with the notion of per¬ 
fect competition in product markets. Other 
aspects of market structure include the nature 
of information flows between market 


as well. 

participants and the technological condition 
of the system. 

Performance : Assuming that there are no 
particular impediments to the flow oi 
information, and technological conditions 
arc such as to keep the system running 
smoothly and cheaply, a ‘period’ market 
structure leads to an ethciem’ outcome. 
While a product market achieves allocative 
efficiency and technical cllicicncy. the 
corresponding achievements in the stock 
market are ‘informational* and ‘operational’ 
(or lunctional) efficiency. Tobin (1984) 
provides a formal definition ol Imancial 
market efficiency in the following terms, 
(i) Information Arbitrage Efficient. \. which 
is inversely relatedMo (he gain available 
through the use of common and public 
information; 

(n) Fundamental Valuation Efficiency , which 
is reflected hy (he extent to which the 
discounted present value of benefits from a 
financial asset arc reflected in Us price, 
(til ) Full Insurance Efficient y, which depends 
on the extent of hedging possible against 
future contingencies; and 
(iv) Functional Efficiency .which is inversely 
proportional to the combined transactions 
costs of borrowers and lenders. 

Obviously, a perfect market would not 
require regulation. The motivation tor 
regulation stems frlim the vulnerability of 
stock market to various kinds ol failure. 
Three such sources arc listed in the figure. 
Imperfect competition can arise because of 
a disparity in the sizes of transactions carried 
out by various groups of investors. It can 
also arise because of cartelisation or tacit 
collusion between brokers. One formal 
characterisation of imperfect competition is 
attributable to Lmdcnberg (1979). who 
models large institutional investors as price- 
affccters. Their decisions to buy or sell cause 
prices to increase or decrease per se, even 
though the fundamental valuation factors 
may not have changed. The result of this 
model is an ‘under-pricing’ of risk relative 
to a perfect market outcome. 

The market outcome with imperfect 
competition is cet par characterised by 
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adverse selection. The price of a stock i&ftow 
determined not only by Us systematic risk 
and other ‘exogenous* factors, but also by 
the position that the price affecters take in 
it According to the undervaluation argument, 
for a given amount of systematic risk (and 
other priced risk factors) the greater the 
position of the price affecter in a particular 
scrip, the less will be the aggregate value 
of the risk premium inherent in the price of 
the stock. This implies that such stocks will 
beprcferredover stocks of identical riskiness, 
purely because the price affecter has a strong 
position in them. The result is that 
fundamental business risk becomes less of 
a factor in determining the price of the stock, 
thus violating the Tobin criterion of 
fundamental valuation efficiency. 

Asymmetric Infomption is a source of 
market failure in many ways. In primary 
markets, the asymmetry is between investors 
and mobilisers. In secondary markets, it 
emerges as a problem between investors or 
between investors and intermediaries. Stiglilz 
and Weiss (1981) showed how the 
asymmetry of information between potential 
borrowers and creditors regarding the 
former’s business risks might result in credit 
’rationing 1 with an interest rate lower than 
that required to equate gross demand and 
supply of credit. This was the outcome of 
creditors acting to avoid adverse selection 
of borrowers. 

The same type of argument has been 
extended to equity markets by Greenwald, 
Stiglilz and Weiss (1984) and Myers and 
Majluf (J984). The basic point is that any 
bunch of new entrants into the equity market 
contains a number of frauds. Potential 
investors know this, but cannot identify the 
frauds. This causes the price of all new issues 
to be bid down by the market, in effect 
imposing a ‘tax* on genuine issues to 
compensate for the probability that they are 
fraudulent ones. This has a number of 
implications. Firstly, because of the tax, 
equity becomes a less attractive means of 
raising funds, putting a premium on 
alternative means (this is the basis of the 
’pecking order* hypothesis postulated by 
Myers and Majluf, which puts internal funds 
at the top of the order). Secondly, from the 
perspective of efficiency of the stock market, 
the tax causes a distortion of price away from 
fundamental value, because the tax is not 
necessarily proportional to the fundamental 
business risk of the venture; rather it is a 
function of the ineffecti vencss of the process 
that screens entrants into the market. 

Transactions Costs are a third potential 
source of market failure, obviously directly 
related to the notion of functional efficiency, 
but also impinging on fundamental valuation 
efficiency. There are various relevant 
concepts of transactions costs. In the primary 
market, issue costs as a proportion of funds 


mobilised is a conventional indicator. In the 
secondary market there are two (possibly 
related) indicators of these costs: (i) brokerage 
charges, which as a percentage of the value 
of the transaction, affect the net returns to 
the investor; and (ii) the bid-ask spread, 
which causes a di stortion bet ween the returns 
obtained by buyers and sellers. Brokerage 
charges are likely to be a function of the 
technological state of the market and ot the 
degree of competition between brokers. A 
highly competitive and technologically 
sophisticated system should result in a 
situation in which brokerage in a negligible 
fraction of individual transactions and price 
discrimination between clients is based 
exclusively on costs of services provided. 
In this case, brokerage charges should not 
affect the investment decision at the margin 
cithei in terms of quantity or choice of 
scrips. Conversely, a collusive ’closed shop’ 
brokerage system may charge relatively high 
commissions and also price-discriminate on 
criteria other than cost. This would lend to 
a distortion of returns, both aggregalively 
in favour of substitute assets and between 
individual scrips. 

The bid-ask spread offered by market 
makers can he viewed basically as the cost 
of providing immediacy’ to the system. 


Thus, it should be inversely proportional tj 
the liquidity of the stock, as was confirmo 
by Dcmsctz (1968) in an early investigatki 
and by several subsequent studies (Gloste 
and Harris 1988 and Aiyagari 1993 arc rcc^r 
examples). In addition to liquidity, othc 
factors also appear to influence the spreoc 
Perhaps most important among these is th 
problem of asymmetric information t 
relation to secondary markets. The murk* 
makens uncertain as to whether he is iradin 
with an ‘informed’ trader (someone wil 
superior information than himself) or 
‘noise’ trader, who has no inlormatio 
advantage (and could possibly have 
disadvantage). This is akin to the scrccnin 
of fraudulent issues addressed in the contci 
of primary markets. The market maker knot* 
there are some inlormed traders, but cum* 
identify them. In order to protect himse 
from losses incurred by trading with then 
he imposes a ’tax’ on all trades, thus widcnin 
the bid-ask spread and increasing transactor 
costs. This process has also been mndelfc 
by Glostcn and Harris. 

High transactions costs < measured by m 
or all of the indicators discussed above) si 
as a deterrent to trade. Firms have 
disincentive to approaching the market ft 
raising funds Investors arc prevented trot 
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I converting notional gains in wealth into 
I actual returns. This essentially relates to the 
^criterion of functional efficiency. 
?; Additionally, in terms of the bid-ask spread, 

■ investors are likely to expect higher returns 
: from scrips that are not very liquid and thus 
invite higher spreads. This tends to distort 
; price from fundamental value by means of 
a liquidity premium* which is unrelated to 
fundamental business risk. The result, both 
- from the primary and secondary market 
perspective is that the cost of equity capital 
is driven up relative to a perfect market 
, level so that a kind of "crowding out’ takes 
place. 

A final point about the various sources of 
'market failure: the role of asymmetric 
information in determining transactions costs 
, is an example of how the items listed in the 
figure may be independent sources .is well 
as related to each other. In the same vein. 
Kyle (1989) models the link between 
' asymmetric information and imperfect 
' competition, where the latter arises as a 
result of the former. Thus, while investigating 
the issue of market failure it is important to 
distinguish between proximate causes and 
‘ fundamental causes. 

‘ The one Tobin criterion that has not 

* appeared in the foregoing discussion is that 
1 of lull insurance efficiency. This is clearly 

* related to the cost of hedging against the risk 
inherent in stock returns. The development 
of stock-based futures and options exchanges 

* is the basis of relatively low-cost hedging 
I mechanisms. 

! Objective : The very definition of market 
efficiency al so def nes the objecti ve of market 
. regulation. It is to neutralise sources of market 
failure so as to achieve full market efficiency. 

The Regulator 

! Structure'. By structure of a regulatory 
*' institution, we mean the relative strength of 
' representation that various interest groups 
( in the market bring to bear in influencing 
i * the regulatory outcome. This description is 
; in keeping with Stiglcr’s (1971) charac¬ 
terisation. All the groups listed under the 
. heading of market structure therefore also 
, find themselves under this heading as well. 

: ft would be reasonable to argue that their 
. ability to inllucnce the functioning of the 
regulatory agency is to a large extent 
: determined by their power in the market. 
.This association is subject to two 
i qualifications, however. One, the regulator, 
i being appointed by the government, must 
. also be sensitive to the government's own 
i interests, to the extent that these are divergent 
, from those of the market participants. In a 
j political setting in which the government 
i itself is sensitive to general public opinion, 

( this acts as a further set of constraints on 
j the regulator's actions. In terms of the new 
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political economy approach (c g, Meier 1991) 
the interplay between all these interests 
generates the regulatory outcome. 
Effectiveness ; The structure of the regulatory 
institution determines its effectiveness, which 
is characterised in this framework by three 
interrelated I actors - choice of instruments, 
legal status and powers of enforcement. To 
a largcextent. the effecti veness of the process 
depends on the ability of the government to 
impose ils-wi 11 over the other interest groups. 
In its extreme form, this ability may result 
m a regulatory agency with full investigative 
and judicial powers. Since this is usually 
against the interesi.s*ol many of the market 
participants, a compromise solution is often 
found in subordinating the regulator's 
powers to those of the national investigative 
and judicial systems. At the other extreme, 
the regulatory agency is captured* by the 
dominant participant groups, so that it 
effectively becomes a referee of the compro¬ 
mise arrangement between these groups. 
Outcome: In this scheme, the outcome of the 
regulatory process is the result of the 
effectiveness of the institution. As is often 
the case, in order for the institution to 
function, the rather abstract objective of 
market efficiency has to be translated into 
concrete goals. This process is determined 
by the structure of the institution These 
^pals are usually cast in terms of immediately 
observable indicators or criteria, the most 
typical of which is to arrive at a sustainable 
consensus between the different interest 
groups on each issue. The process ol 
concrelisation is often most clearly seen in 
the event of a crisis which puts a dis¬ 
proportionate burden on one of the groups; 
the typical short-term regulatory response is 
to eliminate the source of the burden. In 


auemptingto maintain this very likely uneasy 
compromise between groups, the regulatory 
agency must simultaneously maintain its 
credibility with all of them; the perception 
on any group’s part that the regulator has 
become captive to another group's interests 
will obviously render the rcgulatoi 
completely ineffective. 

We can now visualise the conditions under 
which the abstract objective ol market 
efficiency and the concrete regulatory 
outcome, characterised by the above three 
goals, may converge: <i) the structure of the 
regulatory agency allows the government 
and public interests (which uic presumably 
most in consonance with market efficiency) 
prevail: and (li) the regulator has appropriate 
instruments to deal with the various sources 
of market failure and the enforcement power 
to make them effective. Any deviation trom 
these conditions will cause the regulatory 
outcome to deviate from the objective, ihis 
deviation is being defined by this Iramew m k 
as the criterion for the success oi failute ol 
the regulatory system. 

HI 

The Reforms 

An ideal way to assess the impact ol 
reforms is to carry out e\ciu studies ol each 
reform: look at relevant market indkatois 
before and alter the particular reform has 
been implemented and make a judgment as 
to whether things have improved or become 
worse. Over the last three years, however, 
the number and scope of reforms has been 
so large and wide that it would he impossible 
lor an event study loellectisely capture the 
quantitative effects ol each aspect ol the 
reforms. 


Taiu i la Reforms Km.aiino to Rkhilaiorv El Ftcm t ness. 1992-1996 
1992-93 

1 Abolition ol capital issues control. SEBI sole authority for new capital issues 

2 SEIil armed with necessary authority and powers for regulation and reform ot lltc capital nuikct 

3 SEBI given comprehensive authority to regulate sioek exchanges under SCR A. 

4 SEBI becomes regulator of merchant bankers 

5 SEBI brings all primary and secondly market intermediaries under regulatory framework 

I99S-96 

6 SEBI’s autonomy reinforced by allowing H to issue regulations and file suits without prior 
approval of the central government. 


Table lb- Reforms Relating to Competitive Conditions, 1992-1996 


1992- 93 

1 Free pricing of new issues. 

2 Foreign institutional investors allowed access to stock markets under registration with SEBI 

3 Indian Companies allowed to access international markets through GDR.s 

4 Investment norms for NR Is liberalised; they arc permitted to buy shares without R HI permission. 

1993- 94 

5 Private mutual funds permitted All mutual funds allowed to apply for firm allotment in public 

issues 


1994-95 

6 IJTI brought under SEHI's regulatory jurisdiction. 

7 Ban on prefciential allot men I of shares al discounts 
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Given this, the approach taken here is to 
treat the reforms as elements of different 
(sometimes overlapping) sets, based on the 
classification scheme suggested by the 
conceptual framework, i e, what particular 
type of market failure they attempt to correct. 
The reforms refer to the period 1992-1996. 
Tables la to le provide a classification of 
major reforms. The classtficaiory scheme 
combines two elements of the framework 
desenhed in Section II. One set of reforms 
is classified under the 'Regulatory 
Effectiveness' dement, which obviously 
refers to attempts to widen SEBI's scope and 
strengthen its enforcement powers. The other 
three sets are based on the three sources of 
market I allure listed under the market 
performance element. 

As is obvious lrom the table, there have 
been a large number of reform steps in all 
the specified categories, covering both 
primary and secondary markets, as well as 
reinforcing SEBI's power as a regulator. 
All of the reforms listed can reasonably be 
expected to promote market efficiency 
along the lines of the theoretical arguments 
made at various points in this paper. The 
following discussion assesses each set of 
rctoi ms, highlighting issues that arc, in this 
authoi’s opinion, crucial to the success of 
regulation 

R» GUI A! OKI PmXTIVI NHSS 

All the reforms m this category were earned 
out early in the process, laying the ground 
lor the implementation of the other reforms. 
The net result is the consolidation of 
regulatory authority and a considerable 
degree ot autonomy for SEB1. In the last 
year, SEBI’s autonomy has been reinforced 
by allowing it to pursue enforcement 
measures without prior permission from the 
government. However, as pointed out earlier, 
the government still decides who runs SEBI. 
and appears perfectly willing to change the 
leadership for any number of reasons. This 
makes SEBI, despite its powers of investi¬ 
gation and enforcement, still vulnerable to 
any group who is able to influence the 
government’s position on issues. A fixed 
term appointment ot the chairman and 
directors may be a solution to this problem. 
Several important government positions 
are already protected by this mechanism. 
Wc must keep in mind that SEBI is a 
relatively new organisation, and its structure 
is st i 11 c vol ving in response to the enormous 
increase in its responsibilities and public 
profile over the last three years. This 
evolutionary process, and the learning that 
accompanies it will probably be greatly 
enhanced by the achievement of some 
degree of continuity and predictability of 
leadership. On the other hand, the 
government has to be willing to sacrifice 


Table lc: Reforms Relating to Information, 1992-1996 

1992- 93 

1 For new issues, more stringent disclosure standards; introduction of prudential norms for issue 
managers, 

2 Companies required to disclose all material facts and specific risk factors associated with 
projects when making public issues. 

1993- 94 

3 Code of standards for public issues to ensure fair and truthful disclosures 

1994- 95 

4 ‘Banker to the Issue' brought under SEBI purview 

5 ‘Due Diligence’ certificate by issue lead managers regarding disclosures made in the offer 
document is now a part of ihe offer document itself, increasing the accountability ot lead 
managers. 

6 Slock exchanges to ensure that issue has certification from SEBI before listing 

7 Stock exchanges to enforce disclosure requirements of listed companies more strictly. 

8 Public disclosures required in the event of u takeover hid when bidder’s holdings exceed 
specified amount. 

9 Redressal of investor complaints to he encouraged, sharing this information with recognised 
investor associations 

10 Fiesh guidelines for advertising by mutual funds; pre-vetting of advertisements by SEBI. 

1995- 96 

11 Based on Malcgam Committee recommendations relating to disclosure requirements and issue 
procedures, SEBI imposes a set of entry baniers on new issues, specifying minimum issue site 
requirements for companies seeking listing. In addition, special requirements are imposed on 
finance companies seeking public funds. 

12 Details of abridged prospectus to be scrutinized by SEBI before the issue of the acknowledgement 
card 


Tablf Id Reforms Relating to Transactions Costs. 1992-1996 

1992- 93 

1 SEBI reconstituted boards of exchanges; introduced capital adequacy norms for brokers and 
introduced rules for making the broker-client relationship more transparent, m particular/ 
segregating hrokci and client accounts 

1993- 94 

2 Establishment of OTCEI and NSE with nationwide stock trading and electronic display, 
clearing and settlement facilities 

3 Procedures for lodgement of securities for transfer considerably eased through the introduction 
ot 'jumbo' transfer deeds and consolidated stamp duty payment 

1994- 95 

4 To reduce issue costs, underwriting made optional; conditional upon full refund if 90 per cent 
subscription is not achieved 

5 Guidelines for issue of bonus shares relaxed 

6 To improx e the scope of in vestments by mutual funds, mutual funds are permitted to underwrite 
public issues and more liberalised guidelines for investment in the numev market 

1995- 96 

7 SEBI to vet draft prospectus within 21 days and mandatory period between the date of uppioval 
of (he prospectus by the Registrar of Companies and (he opening of the issue reduced lo 14 days. 

8 Dcpositones Ordinance promulgated in September 1995 to provide a legal framework for the 
establishment of depositories to record ownership deals in book entry form, this ordinance 
proposes io make consequential changes in legislations such as the Companies Act, Income Tax 
Act. SCR A and the Stamp Act It provides tor detailed regulations to be framed by SEBI as well 
as deluded by-laws to be framed by depositories with the approval of SEBI. 


Tabu le- Reforms Relating to Control of Speculation. 1992-1996 
1993-94 

1 Renewal of transactions in B group shares prohibited, so settlement has to lake place within 
seven days 

2 Ban on renewals extended lo A group shares by prohibiting badla or carry forward transactions 

1995-96 

3 Slock exchanges allowed to introduce a carry-forwdfrd system only with the prior permission 
of SEBI and subject to effective monitoring and surveillance , and infrastructure 

4 Financiers funding carry-forward transactions, being lenders of funds, will not be able to square 
up their positions till repayment of the loan 

5 The carry-forward position to be disclosed to the market, scripwisc and brokerwise , by the 
stock exchange at the beginning of the carry-forward session 

6 Capital adequacy norms ol 3 per cent for individual members and 6 per cent for corporate 
members m ilicir outstanding positions announced. 

7 Graded margins on curry-forward transactions as suggested by the Patel Comiuiitee 

8 Members doing financing of carry-forward transactions subject to a cap of Rs 10 crorev 

9 Amendment to Securities Contracts Regulation Act (SCRA) to permit option trading 

Sonne: (la to lc): Government of India (various years); classification is author’s own 
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continuity in order to make mid-course 
’ corrections. 

There are obviously arguments on both 
sides; a compromise position may be that 
die fixed-term appointment system is put 
into place once the reform process has reached 
a somewhat steadier pace. 

The other area of concern on this issue 
is the limitation of the judicial powers of 
SEB1, and its dependence on the extant 
judicial system, whose capacity is known to 
be severely stretched. This however is a 
general problem of regulation in India, and 
so must be addressed at that level. 

• Competitive Conditions 

In this category, the existing structure of 
the market, characterised by the dominant 
position ol a number of government financial 
institutions, is obviously beyond SEBI’s 
powers to change radically. It has been given 
some degree of control by bringing UTI 
under ns purview, and also by its authority 
to license new potentially big players such 
,a$ Fils and private mutual funds. However, 
until the government rethinks ns policy 
position on gigantic public sector financial 
institutions, (his pattern is likely to prevail, 
with the regulator at best being able to effect 
marginal changes in the competitive struc¬ 
ture ol the market. Theoretically, as sug¬ 
gested above, this characteristic is likely to 
lead to an undervaluation of risk premia. 
However, we cannot make any assessment 
of the seriousness of the problem in the 
absence of a rigorous empirical study. 
Given that these arc public institutions, with 
social welfare being given some weight in 
their objective functions, it is likely (hat 
they can also play a socially usclu) role as 
moderators of severe swings in prices. The 
Costs of adverse selection then have to be 
traded ofi against the benefits of reduced 
volatility. 

Information 

A great number of reforms have been 
aimed at (he problem of asymmetric 
information. This is particularly true of new 
issues; along with the increased 
accountability of lead managers, this 
constitutes a significant effort to reduce the 
inherent adverse selection and price distortion 
problems. The question here relates to the 
somewhat fussy definition of Information’ 
that is implied in the statement of reforms. 
'Material facts* and 'specific risk factors’ 
may mean di fferent things to di fferenl people, 
and indeed, a casual examination of new 
issue prospectuses suggests that many of the 
statements provided in fulfilment of this 
requirement convey very little of the 
information they arc supposed to. This 
phenomenon is again subject to a significant 


learning process; there will inevitably be a 
convergence of what the public expects and 
what the issue managers are able to provide. 
Additionally, there is the very competitive 
market among analysts, both private and 
media, to rate new issues, which should 
serve as a check on the provision of useless 
or misleading information by issue managers. 

Transactions Costs 

The transactions costs issue sees a number 
ot positive regulatory steps being taken, 
ranging from insistence of transparency in 
broker-client dealings to streamlining 
procedures lor transfer of shares. It must be 
recognised here that the main vehicle of 
reductions in transactions costs is the 
technological upgrudntion ol the system, 
and the regulator’s appropriate role is to 
facilitate this upgradation and also exploit 
the new system’s information capabilities 
for monitoring purposes. The establishment 
of the NS Li and the OTCEI was undoubtedly 
a 1 actor in expediting the BSE’s switch to 
on-line trading. Similarly, the NSE consists 
ol corporate members who have a much 
greater degree of public accountability than 
the family firms that have constituted the 


BSE. The BSE has also responded by 
allowing corporate membership, which 
should also contribute to reducing the lack 
of transparency between brokers and clients. 
Competition for trading volume is probably 
a much stronger force for change than any 
regulatory fiat can be. Overall, the 
assimilation of computer technology itself 
solves many of the problems that might have 
otherwise required regulatory intervention. 
Further, in the last year, several measures 
to facilitate the establishment of depositories 
have been taken. When functional, these 
institutions should substantially reduce the 
time involved and consequently the costs 
associated with the settlement process. 

Spanning these two categories, in a sense, 
is the problem of numbers. It is well known 
thai the Indian stock market system has a 
huge number of listed companies and more 
are entering every day. at the rate of about 
150 to 200every month. The reforms outlined 
above are ambivalent on this score; on the 
one hand, SEBI has a stringent set ol 
qualifying criteria, on the other, it is 
attempting to lower issue costs. Theoretically, 
the two are perfectly compatible, but m 
practice it appears that the latter is 
outweighing the former. Large numbers of 
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scrips mean more efforts for the regul ; 
the exchanges and the entire settle! 
system, thus increasing the possibilil 
mistakes. This problem can be part 
addressed by shifting the smaller comp: 
to OTCEI-like exchanges, but dclistii 
incumbents is likely to be met with 
resistance. SEBl has to find a way of at 
reducing the number of companies I 
listed: its record so far is not very prom 

RiiSTHimoN or Speculation 

The fifth category is included in a re: 
sense. SKBI ct tccti vely banned carry-fo 
oi bad I a trading of A group shares i 
IW The system was reintroduced to 
the end of 1995, working within a 
constraints that sought to restrict the 
such transactions for purely specu 
purposes These constraints basically j 
limits on the exposure of brokers to. 
tor u arc) transactions and impose high 
progressive margin requirements oi 
transactions. There was much ct 
cxpiessed. particularly by the br 
community, that the banning of 
transactions had significantly darnel 
market during 1994 and 1995. Howe 1 
market’s response to the reintroduc 
the, albeit constrained, system has n* 
particular ly optimistic, suggesting th; 
by itscll is only a facilitating and not \ 
favior in market movements. 

Ot course, the whole issue could pi 
be side-stepped by the esiablishmc 
Icgtiiinate opt ions/ful ures exchange 
is now peimissible as a result ot the 
The NSE is apparently proceeding wi 
to initiate (lading in options, which ari 
to the among least cost hedging mccl 
available With the availability ol 
on speedIc scrips, investors wh. 
speculative buy or sell decisions c» 
then positions by taking corrcs| 
positions in options, thus insula 
market Imm the problems uivoaa 
delault. However, it must be cm, 
mat even a beginning in this direi 
just been made: ii is going lo be sot 
beloie a full-fledged options exch 
individual scrip options becomes lu 

IV 

Overall Assessment 

It is clear from the above discus 
the Indian .stock markets have been: 
to a wide-ranging set ol regulatory 
A look at the sequencing shows 
process of SEBl first consolid 
regulatory authority, and then, ove 
two or more years, dealing with 
sources of market failure arising I. 
competitive conditions, asy 
information Hows and high tra 
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TOTAL 
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8 
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SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31, 1996 


(Rs. in thousands) 



As at 

As at 

31.03.1996 

31.03.1995 



(Rs. in thousands) 


As at As at 
31.03.19% 31.03.1995 


Schedule 8—Investments 

I Investments in India in 

i) Government securities 
li) Other approved securities 

iii) Shares 

iv) Debentures and bonds 

v) Subsidiaries and/or 
joint ventures 

vi) Treasury bills 

TOTAL 

H Investments outside India 
TOTAL 

GRAND TOTAL (I & II) 
[Refer Schedule 17, Note 1(c)] 

Schedule 9—Advances 

A) i) Bills purchased and 

discounted 

ii) Cash credits, overdrafts and 
loans repayable on demand 

iii) Term loans 

TOTAL 

B) i) Secured by tangible * 

assets 

ii) Covered by Bank/ 
Government guarantees 

iii) Unsecured 

TOTAL 

C) I Advances in India 

i) Priority Sectors 

ii) Public Sectors 

iii) Banks 

iv) Others^ 

II Advances outside India 

TOTAL 

[Refer Schedule 17, Note 1(d)] 


59,555 176,220 


82,084 176,220 


NIL 


82,084 176,220 


381,489 

64,601 

327,250 


773,340 



Schedule 10 —Fixed Assets 

I Fixed Assets (other than 
premises, including furniture 
and fixtures) 

Cost as at 1.04.95 
Additions during the year 
Transfers from Capital Work 
in Progress 

Deductions during the year 
Depreciation to date 
Balance as at 31.03.96(1) 

II Capital work in progress 
Balance as at 1.04.95 
Additions during the year 
Transfer to Fixed Assets 
Balance as at 31.03.96(11) 

TOTAL (1+ II) 

[Refer Schedule 17, Note 1(c)] 

Schedule 11—Other Assets 

I Interest accrued 

II Tax paid in advance/Tax 
deducted at source (net) 

III Deposits in respect of 
leased premises 

IV Debit Balance in Profit and 
Loss Account 

V Others 

TOTAL 

[Refer Schedule 17, Note 2(b)] 

Schedule 12—Contingent 
Liabilities 

I Claims against the bank 
not acknowledged as debts 

II Liability for partly paid 
investments 

III Liability on account of outstand¬ 
ing forward exchange contracts 
[Refer Schedule 17, Note I(bXiii)] 

IV Guarantees given on behalf of 
constituents 

(i) in India 

(ii) outside India 

V Acceptances, endorsements 
and other obligations 

VI Other items for which the bank 
is contingently liable (including 
Bills of Exchange Rediscounted) 

TOTAL 


8,777 

NIL 

4,721 

8,777 

6,629 

NIL 

NIL 

NIL 

3,124 

269 

17,003 

8,508 

6,629 

NIL 

NIL 

6.629 

6,629 

NIL 

NIL 

6,629 

17,003 

15,137 

18,823 

1,100 

876 

NIL 

126,000 

108,500 

NIL 

1,659 

34,733 

7,881 

180,432 | 

119,140 

NIL 

NIL 

NIL 

NIL 

,420,492 

NIL 

22,988 

NIL 

23,226 

NIL 

699,408 

NIL 

318,100 

2,920 

.484,214 

2,920 
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(Rs. in thousands) 


(Rs. in thousands; 



Schedule 13—Interest Earned 

I Interest/discount on 
advances/bills 

II Income on investments 

III Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

TOTAL (1,11 & HI) 
[Refer Schedule 17 t Note 1(f)] 


Schedule 14—Other Income 

I Commission, exchange 
and brokerage 

II Net profit on sale of investments 

HI Net profit on revaluation of 
investments 

IV Net profit on sale of land, 
buildings and other assets 

V Net profit on exchange 
transactions 

VI Income earned by way of 
dividends etcirom subsidiaries/ 
companies and/or joint ventures 
abroad/in India 

VII Miscellaneous income 

TOTAL 


Schedule 15—Interest Expended 

I Interest on deposits 

II Interest on Reserve Bank of 
lndia/lnter-bank borrowings 

TOTAL (I & II) 


Year 

Ended 

31.03.1996 

Period 

Ended 

31.03.1995 

77,654 

15 

9,301 

1,530 

2,890 

3,705 

89,845 

5,250 

'i 


i 

15,213 

NIL 

NIL 

NIL 

NIL 

! 

NIL 

NIL 

NIL 

NIL 

NIL 

NIL 

NIL 

20 

NIL 

15,233 

NIL 

10,791 

17 

46,566 

NIL 

57,357 

17 



Schedule 16—Operating 
Expenses 

I Payments to and provisions 
for employees 


II Rent, taxes and lighting 

III Printing and stationery 


IV Advertisement and 
publicity 


V Depreciation on bank's 
property 


VI Directors and local advisory 
board members fees, 
allowances and expenses 


VII Auditors fees and expenses 

VIII Law charges 


IX Postages, Telegrams, 
Telephones, etc. 


X Repairs and maintenance 

17 XI Insurance 

NIL XII Other expenditure 

TOTAL ‘ 


Year 

Ended 

31.03.1996 

Period 

Ended 

31.03.1995 

12,038 

979 

4,188 

3,313 

347 

203 

302 

144 

2,855 

270 

6 

NIL 

91 

NIL 

167 

259 

1,363 

i 

257 

i 

206 

72 

202 

155 

8,016 

1,240 

29,781 

6,892 
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ODBSBANK The Development Bank of Singapore Ltd. 


MUMBAI BRANCH 


Schedule 17—Notes on the Financial Accounts for the year ended 31.03.96 

1 Principal Accounting Policies 

(a) General: 

The accompanying financial statements of the Mumbai branch of The Development Bank of Singapore Ltd. have been 
prepared on the historical cost basis and conform to the statutory provisions and practices prevailing in the country. 

(b) Transactions Involving Foreign Exchange: 

(i) Monetary Assets and liabilities in foreign currencies including foreign currency non-resident (FCNR) account balances 
under the FCNR (Banks) scheme are translated at rates of exchange notified by the Foreign Exchange Dealers 
Association of India (FEDAI) at the year end. The resultant profits/losses are included in the profit and loss account. 

(ii) Income and expenditure items in respect of the Branch have been translated at the exchange rates ruling on the date 
of the transaction. 

(iii) Outstanding forward exchange contracts have been disclosed as contingent liabilities at the contracted rates. 

(c) Investments 

The Bank has investments in Treasury Bills and Central Government Securities as at the year end. These investments have 
been valued based upon guidelines provided by the Reserve Bank of India vide their Circular No BP.BC.43/21.04.048/96 
dated 6th April 1996. 

(d) Advances 

(i) As at the year end the Bank did not have any advances which required to be classified as Non performing in accordance 
with Reserve Bank of India Circular No. DBOD No.BP.BC. 129/21.04.043-92 dated 27/4/92 and as amended 
subsequently. 

(ii) The Bank has made during the year a general Provision against Doubtful debts at a percentage of its gross loans and 
advances in accordance with its Head Office policy. This provision has been deducted from Advances in Schedule 9 
to the Balance Sheet. 

(e) Fixed Assets 

(i) Fixed assets have been accounted for at their historical cost. 

(ii) Depreciation has been provided with effect from the date of capitalisation on the straight line method. The rates for 
this purpose are as follows: 

Asset Type Depreciation Rate 

Plant and Machinery 10% - 20% 

Furniture and Fixtures 20% 

Motor Vehicles 12.5% 

(0 Revenue Recognition 

Interest Income is recognised on an accrual basis in conformity with the procedure prescribed by the Reserve Bank of India. 

(g) Staff Benefits 

The Bank has a Provident Fund and a separate Gratuity Fund for its employees under the Group Gratuity Cum Life Assurance 
Scheme of the Life Insurance Corporation of India. Both the Schemes have been recognised by the Income Tax Department. 

(h) Net Profit/(Loss) 

The Net Profit disclosed in the Profit and Loss Account is after providing for the following: 

(a) Interest Tax Provision; (b) Income Tax Provision; (c) Wealth Tax Provision; (d) General Provision for Doubtful 
Debts; and (e) Head Office Administrative Expenses to the extent estimated to be allowable under Section 44C of the 
Income Tax Act, 1961.' 

2 Other Notes 

(a) The Capital Reserves disclosed in Schedule 2 consists of Fixed Assets and Bank Balance transferred by the erstwhile Indian 
Representative Office of the Bank to the Indian Branch on closure of the Representative Office. 

(b) Other Assets disclosed in Schedule 11 include unamortised portion of payments made in connection with acquisition of 
Leased premises. Such payments are amortised over the primary lease period in accordance with Head Office Policy. 

(c) The Capita] Adequacy Ratio (CAR) of the Bank as at 31/3/96 as computed under guidelines of the Reserve Bank of India 
vide Circular No. DBOD No. BP.BC.l 17/21.01.002/92 dated 22/4*92 and as amended subsequently is 24%. 

(d) Current years* figures are not comparable with figures of the previous period as the latter was for part'of the year only. 
Previous periods* figures have been regrouped/rearranged wherever nfecessary. 


SdA 

F. Fialho 
Head-Finance 

Mumbai: April 12.1996 


Sd/- 

Lee Meng Soon 
General Manager St Chief Executive Officer 
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The Development Bank of Singapore Ltd. 

MUMBAI BRANCH 


Auditor's Report 


1 We have audited the attached Balance Sheet of the Mumbai Branch of Development Bank of Singapore Ltd. as at 
31st March, 19% and also the annexed Profit and Loss Account for the year ended on that date. 

2 In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the 
Balance Sheet and the Profit and Loss Account are not required to be and are not drawn up in accordance with 
Schedule VI to the Companies Act, 1956. The Accounts are therefore, drawn up to conform with Forms A and B of 
the Third Schedule to the Banking Regulation Act, 1949. Subject to the foregoing observations, we report that in 
accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949; 


a) We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; 

b) The transactions of the Mumbai Branch which have come to our notice have been within the powers of the Mumbai 
Branch of the Bank; 

c) In our opinion, proper books of account, as required by law, have been kept by the Mumbai Branch of the Bank 
so far as appears from our examination of those books; 

d) The Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with the books 
of account; 

e) In our opinion, and to the best of our information and according to the explanations given to us the said Accounts 
give the information required by the Companies Act, 1956in the manner so required, for banking companies and 
read together with the notes, give a true and fair view: 

(i) In the case of the Balance Sheet of the state of affairs of the Mumbai Branch of the Bank as at 31st March, 
1996 and 

(ji) In the case of the Profit and Loss Account, of the profit for the year ended on that date. 

For RAJESH RAJEEV & ASSOCIATES 
% Chartered Accountants 
Sd/- 

Chandrashekhar 

Mumbai: April 12,1996 Partner 
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Community-Based Forest Management Practices 

Field Observations from Orissa 

Binay Kumar Pattnaik 
Anirudh Brahmachari 

Given the industrial, consumptional and ecological benefits of forests, the rapid depletion of forests all over the 
world is a cause for grave concern . The sustainability of the forest resources and the restoration of ecology can 
be achieved through involvement of communities dependent on forest produce. For this, an effective co-ordination 
5 between forest and revenue departments, and grass roots organisations needs to be established. 


, THE rhetoric of the debate between the 
protagonist of development and environ¬ 
mentalists hardly needs reiteration for 
soon it would be the subject matter of the 
past. The simultaneous highlights on the 
hazards of development and the numerous 
vulnerabilities of nature by the environ¬ 
mentalists has made the state find new 
conflict-ridden areas. The political esta¬ 
blishment soon accepted the fundamental 
truth that the organic relation between man 
and nature needs to be in order. On the one 
hand, the stale enacted various laws and 
adopted policy measures in order to contain 
these new social conflicts, its emergent 
tensions and also, to restrict the society’s 
immense capacity for exploitation of the 
nature to tolerable extent. On the other hand, 
environmental and ecological studies 
acquired academic as well as policy impetus. 
The rampant consumption of certain ele¬ 
ments of the nature as natural resources, 
made them scarce and impaired the ecological 
balance. Hence, restoration of the ecology 
became imperative. The continuance of 
nature’s capacity to render services like 
providing clean air, water ora reliable climate 
and natural resources came to be closely 
watched. And in order to attain these for¬ 
midable objectives the state installed neces¬ 
sary institutions with monitoring systems, 
regulating mechanisms and executive 
agencies. A new class of scientific pro- 
; fessionals emerged to perform these tasks, 
who believe in the epistemology of inter¬ 
vention. Sustainable development became 
the buzzword. 

However, by now it is also well known 
that many rural communities in the 
developing world do not need to wait till 
such specialists from international research 
institutes on sustainable development swarm 
out to give recipes for proper hydrological 
regulation or top soil conservation through 
afforestation or social forestry programmes. 
For, provision for future generations in the 
use/consumption of nature has been a part 
of the practices of native tribalsand peasants. 
Not surprisingly, the centrally designed 
scientific schemes for management of en¬ 
vironmental resources threatened to collide 
with the locally based knowledge and 
practices about conservation. For example. 


the Chipko movement in the Himalayas 
symbolising the local resistance by men and 
women protecting trees with their bodies 
against the chain-saw of the loggers, is 
acclaimed far beyond the Indian 
subcontinent. The act of sanctifying trees 
enmass with the saffron cloths by Buddhist 
monks of Thailand to protect the Thai 
rainforests is another example of people's 
movement based on local wisdom. 

A similar manifestation of local wisdom 
is the widcspicad practices of community- 
based forest resources management evolved 
of late in the slate of Orissa. This paper based 
on our study of the practices of community- 
based forest resource management in Orissa 
aims to discuss the various institutional 
patterns that have emerged and the related 
major questions such as the role of state 
forest department, resolutions of social 
conflicts that arise out of equity and many 
other considerations. 

However, before we embark upon a 
systematic exploration of Orissa’s commu¬ 
nity based forest resource management, 
which has acquired the impetus of almost 
a movement, the basic assumptions of the 
movement need explication that why forests 
need to be protected and particularly, why 
local people have voluntarily protected 
forests through their collective actions. 

In face of rapid depletion of forests all 
over the world, the need of forest is urgently 
felt. Forests provide environmental services 
such as hydrological regulation, arresting 
processes like top soil erosion, rapid si tuition 
of water bodies, global warming and 
maintaining the biodiversity. Forests also 
provide resources for commercial use of 
industries and construction. That apart, 
forests meet more local needs. A large 
segment (35 per cent) of India’s population 
directly depends upon forest resources for 
food, fuel, fodder, shelter and income for 
their subsistence. Thus, the importance of 
forest in national as well as local economy 
cannot be over-emphasised. 

A study conducted by K C Malhotra and 
others (1991) corroborates our statement 
that a large segment of India’s poor is 
dependent upon forest resources for its 
survival. This study conducted in the 
Midnapore district of y/est Bengal on the 


contribution of non-Timber forest products 
(NTFP) to the village economy showed that 
a significant portion of the annual income 
of the households was derived from NTFP 
(16.44 per cent). “Whereas the income made 
out of timber after a period of 10 years is 
only one-third of that made from NTFP 
over a period of 10 years" [Malhotra et al 
1991:! I ]. The study indicates that the income 
generating potential of NTFP is enormous, 
and hence should be organised on a sustained 
basis (Palit 1993:11]. But all the more 
important is the role forests play in the life 
support system and socio-culturul life of the 
dwellers living in and around forests. Hence, 
the people whose economies and socio¬ 
cultural lives are embedded in forests to a 
great extent are the ones who have concern 
and take initiatives to participate in forest 
protection and its management. 

Forest Management in Orissa 

The history of forest administration has 
been closely related to the political history 
of the state. In 1883-84 when Orissa was part 
of the Bengal presidency there was a forest 
division called the Orissa division amongst 
10 forest divisions in the united province of 
Bengal, Bihar and Orissa, under one 
conservator of forests with headquarters at 
Darjeeling. Prior to 1883-84 forests were 
under the management of civil departments. 
For the first time under section 19 of the 
Indian Forest Act 1882 (with effect from 
January 1, 1884) certain forest blocks were 
declared as reserved forests [Raju 1993:10J. 
The plan of operation was meant for 
extraction of dead and seasonal wood from 
old ’loilas’ (degraded lands), although the 
act had no concrete scheme of action. 
Notification under section 4 was issued in 
Angul, Dandimal and Banpur blocks for 
extraction. 

On April 1,1891 a new province of Bihar 
and Orissa was created out of the Bengal 
presidency. The total of seven forest divisions 
of Bihar and Orissa under the charge of a 
conservator of forests was inclusive of three 
divisions of Orissa, viz, Angul, Puri and 
Sambalpur. In 1928 Sambalpurdivision was 
furthersplitinto ’east’ and ’west' for efficient 
management. It was after 45 years when a 
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separate province of Orissa was created on 
April 1, 1936, the state forest department, 
under the charge of a conservator of forests, 
came into existence. Madras and Bihar 
provinces passed on equal sizes to forest 
lands to the Mule of Orissa. 

Forests of t/ie ex-princely states: The year 
1948 witnessed the birth of the new state 
ol Orissa when the then 25 princely states 
known as 'Gurajuuf region merged with the 
coast til holt known as the ‘Mughalbandi’ region. 
But the ex-princely slate of Mayurbhanj 
merged with the rest ol Orissa only on 
January 1. 1949. Alter the merger the state 
government created 22 territorial forest zones 
and two research and working Plan divisions 
all under the direct control of the chicl 
conservator ol I orest. 

Under the ex-princely slates there existed 
Khesia Iorests'. These were the ‘Sadharan’ 
inrcsts. unreserved but demarcated, that were 
managed by the people These lorests were 
known as gram-jungle' in other parts ol the 
Mate Although the real management of the 
Khesia torcsis were taken over by the state 
forest depanment (FD) in 1958, these forests 
continued primarily to suffice the needs of 
the local people These village forests were 
tracts ol land containing vegetation thick or 
»hin that were recorded as ‘Gramya Jungle’ 
in ilie Orissa Survey and Settlements Acts. 
1958 |Raju 1993] Although the ownership 
of these lands lies with the state government, 
people were iisuhucis subject to conformity 
of the toresi laws ol the state 

/ .\-7,omuuU\n forests . By the year 1957 
the then /amindan forests also had come 
undei the state loiest department alter the 
mcigci ol princely stales. Pnor to tins, the 
management of these forests was under the 
'Anch.il Susan’ The Orissa Preservation of 
Pri\ ate Forests Act 1947 was passed io con- 
tiol exploitation of foiests by zammdars. On 
Novembei 15.1957 these lorests ol 19,891.2 
sq kms w'oio iiansleried to the loiest depart¬ 
ment ol Orissa government | Raju 1993:10|. 

With legard to the rights and concessions 
cnioyed by the villagers in different classes 
oi Ioiesis wide variations were experienced 
I mm region to region even within the ex- 
printcly slates. Nevertheless, there were 
similarities in the nature ol rights and 
concessions in all the areas of the stale. No 
rights existed lor the people in nutters of 
access to reserved forests ‘A* except the 
concessions ol free removal of certain minor 
forest produce (MFP) for domestic use. 
People of the princely stales used to pay 
’Nisur-cess’ and enjoy certain rights in the 
reserved forests B* and the Khesra forests. 
Such rights usually consistcdof free removal 
ol unreserved species, removal of reserved 
species on 1/4 or 1/2 royalty rales and free 
removal of MFPs. ‘Nistarccss’ with its local 
expulsions like ‘Banukar*. ‘Kantakari’ and 
‘Ranwa’ is a commutation of payments to 
he made by the tenants for free use or use. 
ui concessional rates of timber and other 


forest produce from Khesra forest and 
reserved forests *B\ Those days when this 
tax was first levied the forests were in plenty 
and demands on the forest were small. No 
limit was fixed on the quantity of produce 
to be removed in lieu of the payment [Raju 
I993:12|. 

Prior to independence, by and large all the 
forests ol Orissa were managed under the 
Indian Forest Act lIFA) 1927. except the 
districts of Ganjum. Koraput and a small 
segment of Phulbuni where the Madras 
Forest Act was in force. Reserved forests 
also existed in these regions of southern 
Orissa then governed by Madras Forest Act 
1882. Reserved I orests existed in the territory 
ol Mughalbandi under IFA 1927. whereas 
in the ex-princely states these were of two 
ditfcicnt categories like reserved forests ‘A’ 
and ‘B\ During this period there alsoexisled 
protected lorests in the area under IFA 1927 
and Khesra forests in (he cx-pnncely stales. 
But alter (he unification of Orissa in 1948 
the different forests laws in lorce in various 
regions classifying lorests into very many 
classes were declared to be under IFA by 
the Indian loiest (Orissa Amendment) Act 
1954. Keeping other classes of forests intact 
in the other two legions, the 1954 act paved 
the way lor the merger ol reserved lorests 
‘A’ and ‘IF with the reserved lorests under 
IFA and declared the car Iter Khesra forest 
as protected forests in the cx-pnncely states 
Historical record on the extent ol forest areas 
vested with the slate loicsi department is 
provided in Table J. The increasing area ol 
RFs (torn the year 193b to 1990 shown in 
Table 1 does not imply anything else hut 
addition ol moie lorcsted areas to the slate 
ol Orissa m I94S and 1949 and declaration 
ol mote loiest ai eas as reserved forests 

It would be pemnent here to mention the 
nujoi causcsoi JcloiestatiomnOiissa Fires. 
Ih >ods and t vchrnes are among the dominant 
naiuialc.uiscM>! loiestdesinietioninOnssa. 
But damages caused by natural ha/aids do 
not seem to he venous as seen in the annual 
repoit ol the Ioicm department lor 1959-60. 


1963-64 and 1971-72 to 1977-78 (Fernandes 
et al 1988:178]. Fires by accidents, deliberate 
burning of jungles by smugglers, often in 
connivance with forest officials, illegal 
fellings, shifting cultivation, huge industrial 
projects, development infrastructure (like 
hydroelectricity projects, railways, roads, 
etc), mining, irrigation dams and resettlement 
projects (like in Dandakranya) etc, have 
been the major causes ol destruction of 
forests. Table 2 displays the division wise 
destruction of forests in Orissa with the 
various causes. During 1971-72 to 1981-82 
Karanjia division seems to have experienced 
the maximum extent of deforestation 
followed by Sundargarh and Jeypore 
divisions, respectively. The total areas 
deforested during the same period is to the 
extent of 18,106.45 hectares. 

Forest Protection Movements in Orissa 

Our observations in this paper are based 
on extensive field work earned on in the 
early part of the 1994 Comprehensive field 
notes were taken, depth interviews were 
conducted with die forest department officials 
at Nayagarh, Dhenkanal, Balangir and 
Baripada and detailed talks were held with 
number of NGOs whu weredirectly involved 
in the forest protection efforts of local com¬ 
munities. The field study was conducted in 
a participatory manner in those villages of 
interior Orissa fn the old districts of Dhen¬ 
kanal. Mayurbhanj. Pun and Balangir. Of 
course, villages from thesedistricts were chosen 
purposivcly. tor the obvious reason that 
community-based forest management pr.icti- 
ces in these districts were already conspicuous. 

In response to the forest denudation and 
ever depleting torest produce some villages 
m Orissa had undertaken active measures for 
protection and conservation of forests way 
back in the I940s-5()s and have been 
elfciTively ar.d sustainably managing the 
I orest patches since then Village Lapanga 
in Samba!pur district is one such example 
with a strong tradition of forest protection. 
Over the years, faced with increasing 


T a hi f I Ri (i mu i >r Lvxi lnt oi- Forest Cover in Orissa 


Ycai 

Division 

Reserved 

Forest Sq Km 

Protected 
Forest Sq Km 

1883-84 

Angul Ouss.i loiest division 

683.52 

934 4 

19X8 X9 

Align! Khimki 

957.44 

839.68 

1891-92 

Angul nnJ Pun 

1016 32 

730.80 

191: 

Angul. Pun .md Sambulpur 

1896.96 

2736 64 

|93(> 

Orissa slate foiests 

3586.56 

1377 27 

1948 

Orissa siate 1 uresis 

3573 76 

535 04‘ 

1949 

Ouss.i 'late 1 ofcMs 

26027 76 : 


1957 

Orissa Mate lorests 

45918.72 


1981 

Ouss.i stale forests 

59963.30* 


1990 

Orissa slate lorests 

57183.57 



Notes' I T bliil ol reserved forests, protected forests and reserved land. 

2 In No\ ember 1957 zainimiari (orests to the extent of 19891.2 sq krn were added io the slate 
lorests 


3 Nearly 13.7^ ^ lakh sq kin of forest area was released lor non-forest use like irrigation, 
mining, toads. etc. between 1981 and 1990. 

Sourt e Raju el al (1993.12). 
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depletion of forests, more and more rural 
communities i n the state have come to protect 
forests These efforts became widespread in 
the late 1970s and 1980s. At present for 
Orissa by a conservative estimate 3,000 
villages are protecting over2,00,000hectares 
. of forest (Kant etal 1991:3]. The community 
action for forest management is present in 
almost all the districts of the state with 
higher concentration in Dhenkanal, 
Mayurbhanj. Koraput. Sambalpur, Puri and 
Balangir districts of Orissa. Thus, a large 
forest itrea in Orissa is now de facto a common 
property managed by communities though 
these are de jure a state property. 

Community initiati ves for forest protection 
in most cases have been not merely in 
response to the severe forest destruction, 
degradation and its ecological effects but 
also in response to the resultant scarcity in 
forest produces that form part of the 
communities’ life supporting system. This 
engendered a desire to save forest patches 
for posterity and also an urge in the local 
communities to assert control over the forests, 
otherwise open to all. Generally, the villagers 
start protecting patches which arc con¬ 
siderably degraded but have the root stock 
intact as such patches regenerate rapidly once 
protected. Efforts for regenerating forests 
initially limited to non-reserved forests, have 
now spread io reserved forests also. 

The villagers of Badatika in Balangir 
district narrate that the nearby forest patch 
(now regenerating) had become 'completely 
barren* before they started protecting it. 
They were afraid that even *jhanti-panti’ 
(twigs, etc) used as fuel wood may not be 
available in future. Thus, the favourable 
conditions that facilitated the community 
protection of forest include: 

(i) Presence of a strong village organisation 
or even potential for such an organisation 
emerging forth; 

(ii) Unity of the village which in turn depends 
on factors like homogeneity of the village 
(in terms of caste composition), strong 
leadership, etc; 

(iii) Scarcity of forest produce is a major 
initiating factor. (But, in a situation of acute 
scarcity, it might become impossible to 
close a degraded area for protection due 
to the intense pressure on the patch.) 

(i v) A mhiguous status of the protected forests 
and poor state control over these forest 
areas. (In Orissa protected forest lands 
belong to the revenue department while 
their management rests with the forest 
department. This is the management 
vacuum where the people could step in), 
(v 1 Ripple effects ofother villages protecting 
forest patches in the vicinity. 

Apart Irom hardships due to scarcity of 
forest produces, ecological effects of forest 
degradation viz, a loss of soil fertility at the 
foothills and drying-up of streams, have also 
played a significant role in inducing forest 
protection by villagers. In a few cases like 


in Kesharpur. Gamei and other villages 
around Binjigiri hill (of Nayagarh) farmers 
took lead in forest protection after 
experiencing loss of soil fertility in their 
landholdings due to denudation at the 
foothills. To add further, once a village starts 
protecting a forest patch and excludes other 
villages from its use. the latter also realises 
the gains involved and start protecting other 
patches in the vicinity. This phenomenon 
is widely observed in various districts of 
Orissa namely, Balangir, Dhenkanal, Puri, 
Mayurbhanj, Keonjhar, Sundargarh and 
Koraput. 

Table 3 shows the districtwise distribution 
of forest management by communities in 
Onssa. It gives a comprehensive view of the 
total number of grass roots level organis¬ 
ations and the forest areas under community 
management. Even reserved forests are seen 
to be under community management. 
Dhenkanal district has the maximum areas 
of forests being managed by the people, 
followed by Mayurbhanj. What is most 
striking in Table 3 is that the forest areas 
under community management are least in 
number in Phulbam district which has the 
second large t area under forest cover in (he 
state of Onssi. (i e. 5,856.06sq kin). Phulbam 
district according to government of Orissa 
data (1983), had 50.90 per cent ol its 
geographical areas under forest cover and 
had the highest per capita forest area (i e. 
0.8,215 hue) in the state. Thus, the relative 
absence of people* s participation in the forest 
protection and management in Phulbam 
district is indicative of the key role of the 
demand and supply factor of forest produces 
in adopting community-based forest 
management practices. 

Protection Mi-hiantsms 

In Orissa’s villages community level 
organisations are still in existence. These 
organisations provided a lonun to discuss 
the changes in their life-support bases and 
to decide on collective actions. Since these 
village organisations were already handling 
other common resource bases like ponds, 
temple lands, etc, resolving the emergent 
conflict, and were uiguni.smg religious and 
cultural functions, n was relatively easy to 


extend the community management regime 
to the forest as well. 

Each district, even each cluster of villages 
has certain distinct management practices. 
The diversity of the local institutional 
arrangements is a result of their responsive¬ 
ness to the fast changing local conditions. 
However, following list gives a compre¬ 
hensive but not an exhaustive account of 
major forest protection zones in Orissa 
(Table A). 

Villages have informal, and at times formal, 
organisations to protect and manage forest 
patches in their vicinity. The informal 
organisations are often a group of village 
elders, or village protection committees, or 
village councils. The formal organisations 
are village level youth clubs, voluntary 
organisations which are in fact registered 
bodies. In some cases the motivating factor 
for forest protection has been the presence 
of some voluntary organisations in the area 
while in majority of other cases the dire 
necessity of maintaining the life support 
resources, i e, forest produces, has led to 
formation of numerous local level voluntary 
organisations. 

The role of the forest department in this 
matter came much later. Initially, in some 
cases where f orest protection was being done 
in reserved forests, village forest protection 
committees (VFPCs) have been formed under 
the guidance of the forest department. Now 
the state department has gradually involved 
villagers to form VFPCs for the protection 
of non-reserved forests also. Essentially these 
are formalisation of forest protection ef forts 
already undertaken by the villagers, i c, by 
the youth clubs or the village committees. 
Thus, there exist two types of VFPCs those 
formed with the guidance of the forest 
department and the other being, 
subcommittees of the village councils. In 
most cases although the VFPCs are in 
existence, the youth clubs play the dominant 
role as they take tough stand against 
offenders. Most of the committees arc found 
to be struggling under financial constraints. 
In order to meet expenses incurred in 
protection of forests, funds are generated 
chiefly from the sale of forest materials to 
the villagers at a cheaper rate. Other sources 


Tabi*. A Major Foklst Protection Zonls in Orissa 


Zones 

District 

Zones 

District 

Baripada 

Mayurbhanj 

Dcoguon- 


Nilgin 

Buleshwur 

Sailala 

Balangir 

Hmdol 

Dhenkanal 

Jcyporc 

Koraput 

Jorunda- 


Phulbani- 


Gondia 

Dhenkanal 

Boudh 

Phulbani 

Dcograh-Barkot 

Sambalpur and 

Nayagarh 

Nayagarh 


Dhenkanal 

Tangi-Banpur 

Khurda 

Keonjhar Sadai 


Bonai 

Sundargarh 

('humpuu 

Keonjhar 

Kodala 

Canjum 

Mmdcrgarh 

Sundcrgarh 

Khaporkhol 

Balangir 

Kolabira 

Sambalpur 



Kungali 

Sambalpur 



Loisingha-Agalpur 

Bulungir 
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of revenue included fines collected for the 
violniinn of management rules by the people 
within or outside the village. At times these 
village committees divert funds for the 
purpose from other sources which has 
proved to be a disincentive at places to forest 
protection. 

Apart from these grass roots level 
institutions, in some cases apex organisations 
have emerged to provide stability to the 
forest protection efforts. Prominent apex 
organisations are at Kesharpur! in Nayagarh), 
Banpada (in Mayurhhunj), and Budalika (in 
Balangii). If in Kesharpur it is 4 Brukshya 
O'Jccvara Bandhu Parishad’ (BOJBP), in 
Banpada it is ‘Budhikhamari Joint Pro¬ 
tection Party’ iBJPP) and in Balangir it is 
‘Badattka Anchalik Committee’. In the 
vicinity of Badattka there are two more apex 
organisations, namely. ‘Negipalli Anchalik 
Committee and 'Potuapalli Achalik 
Committee* BOJBPas an apex organisation 
was initially formed to co-ordinate forest 
pinicchon efforts on a cluster basis for the 
initial 22 villages. The sister organisations 
of BOJBP arc also playing a similar role. 
Over 55 villages around Banpada are now 
involved in loiesl protection under the 
umhiella organisation BJPP for better co¬ 
ni dilution This organisation was formed in 
1986 with »>nl> five to six villages as its 
members [Pali and Panda 1993J. The 
HadnhLt Anchalik Committee was formed 
in the soar 1989, initially representing 17 
villages. But it soon expanded to bring as 
many a> 22 ullages under its umbrella tor 
forest protection. These organisations have 
also functioned as conflict resolving bodies 
loi miu/mtet community conflicts. Thus, 
these apex ingamsations have provided 
stability to the system involving grass roots 
level organisations. 

knfuH t’im nt The protection ol a patch of 
lores* by a village implies partial or complete 
leshamt horn using that patch by the same 
villagers, and complete inaccessibility to 
outstdcis In older to protect a patch, the 
village usually engages watchmen or practice 
'Thcngapuir (voluntary patrolling on 
rotation basis). This has also been observed 
by Shashi Kant and others (1991:11) in their 
study of Binjgiri and Rupabalia forests 
protected hy local communities. Raju and 
others 11993:31) m their study in 
Dhenkanal's Bania forest ulso found the 
pic valence ol the same practice. 

Rules are formulated by the communities 
lor regulating the use of the forest patches. 
These rules vary from village to village and 
have evolved over time. Shashikant cl al 
(1991:24-27) and Raju et al (1993:24.30.35) 
have discussed these rules at great length in 
iheir respecti ve sample villages. The variation 
m rules depends upon factors like the level 
ol scarcity of forest produces - particularly, 
small timber and fuel wood in the locality 
perception of threats to the forest, level of 
awareness (‘tree’ consciousness amongst 


the villagers), leadership quality and 
organisational ideology like market 
orientation or Gandhian philosophy (as in 
Kesharpur). The degree of restriction also 
depends on the status of the forest patch, i e, 
the extent of degradation and pressure it can 
withstand. Hence, in some villages there are 
simple, informally developed nortns whereas 
in others there are well documented tougher 
norms in prevalence. If Hurbhanga in 
Balangir range has evolved spoken norms, 
Budalika m the same range has well 
documented written rules. Most of the 
villages of Dhcnkana! district have rules of 
the latter type 

Initially, a tension is experienced when 
the access to the patch is denied or restricted. 
It is obviously because of the transition from 
open access to selective access to the patch. 
In the beginning, sheer muscle power 
sometimes leads other villages to accept the 
situations. Bui in cases where the stake is 
less, i c, if the forest patch is in extremely 
degraded stale with low availability of forest 
produces, and other villages have more areas 
to acquire, it is easier to start off with least 
of teething problems. However, the 
Thcngupah practice is generally dis¬ 
continued dt ring the agricultural season 
(kli.inl) and in areas where sufficient 
rcgcnet.ilion has already taken place. Except 
for area of Binigm hills imposition of fine 
(in luim of cash) is found to be the most 
widely prevalent practice ol cnlorcemeni of 
loi mulated norms. 

Benefits in the forms of lores! produces 
due to profuse regeneral ion are of different 
types such as non-limhci forest produce 
INTFP) for subsistence or sale, small limber 
and fuel wood for the consumption of the 
villagers and revenues obtained from 
auctioning ol luelwood acquired by cleaning 
the patches Availability ol these benefits 
and access to them vanes from village to 
village depending upon the type ol loiesl. 
age of forest, community mles regulating 


the extraction of forest produces, availabtlif 
of the cleaning permit from the fora 
department, etc. 

Availability of non-limber forest produe 
is a major benefit from the regeneruiin 
forests. Forest produces like sal seeds, mahti 
fruits and flowers, honey and other fruit 
like Rendu, char are available only in okfc 
protected patches. Otherwise, peopU 
particularly the poor, fetch mushrooms, nut! 
bemes. edible roots, bamboo shoots, leave 
tor vegetable, etc, from the patches for sell 
consumption. Sal leaves are collected free 
regenerating bushes to make leaf plates fa 
sale as well as consumption. The poore 
sections depend to a large extent on NTFI 
to see themselves through the lean seasons 
it is significant that while the well-lo-di 
refer to the NTFP as secondary benefits Iron 
the protected patches, the poor treat then 
as primary benefits. 

An extensive study conducted by Malhotri 
ct al (1991) on the flow of NTFP from t 
regenerating Sal forest under joint fores 
management in West Bengal, estimates thi 
mean annual income generated by a tribo 
and a caste household to be Ks 2,523 att< 
Rs 2.738. respectively. This is said to bcthl 
most conservative estimate as incomes Iron 
medicinal plants, certain fruits were neilhe 
estimated nor added. Also, it w as found lb* 
the contribution of NTFP to the total inconn 
ot a tribal household is much highcr<22 pOi 
cent on an average) titan the caste housciiok 
(16 per cent on an average). 

GOVERNMENT INTERVENTION AND RoLE OF 
Fours'! DtLI’ARTMhNI 

Although earlier the subject of forest am 
protection o! wildlife was m (he slate lisi 
but since 1976 it has been transferred to thtl 
concurrent list of the Indian Constitution^ 
Nevertheless, the state government has heal 
the major player m the matter of tores! 
administration. From oiganisuiionai 
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(WI1M Tilt LXCbrriON Of 1978-79) 

Un Jwtamjj 

Division 

Farms 
Settlement 
Of H*Hj 1I 
Cultivation 

1 ihIu sines. 
Mining 
etc 

Resettle¬ 

ment 

Develop¬ 
ment Infra¬ 
structure 

Irrigation 

Dams 

Olliers 

Total i 

Aihgurh 

279.6 1 

7 5 40 

nil 

nil 

nil 

357 49 

712.53] 

Han path 

mi 

29 *2 

198.93 

nil 

nil 

ml 

228.23 

Boliiigir 

ml 

ml 

971 

nil 

ml 

nil 

9.71 

Dhcnkuiiul 

23 Id 

nit 

nil 

13.38 

ml 

3 74 

10.22 

GhiiniMir south 

ml 

ml 

nil 

0 10 

67.24 

ml 

67.34 

Jeyp mv 

ml 

261.19 

420 70 

17.93 

1799 02 

ml 

2498.93] 

Karanjia 

ml 

ml 

ml 

6.07 

mi 

7059.63 

7065,75 

Nconjhui 

ml 

ml 

1340.34 

83.24 

ml 

31 10 

1654.68 

Nuy.iguih 

ml 

ml 

nil 

nil 

35.29 

ml 

35.29 

Hun 

749 20 

121 46 

847.38 

478 30 

135.97 

nil 

2324.43) 

Sanihulpur 

nil 

. .95 

nil 

50 25 

2 89 

nil 

55.09 

Sundurgnih 

3173.05 

180.20 

53.15 

0 36 

ml 

ml 

3414.33 

Tola! 

4217.05 

669.92 

3070.27 

649.63 

200.41 

7459 57 

18106.45 


Sonne. Fernandes el al (I98K. 184). 
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'Viewpoint the state administrative 
infrastructure inherited from the colonial 
f ' rule proved to be grossly inadequate after 
/independence as the fast changing socio¬ 
political scenario began to seriously 
undermine the bureaucratic authority, 
'rendering the forest laws unenforceable. No 
^administrative machinery can hope to be 
t effective with near total alienation of people 
. .living on the forest fringes. Ironically, both 
the state forest department and the forest 
dependent communities developed sense of 
distrust ol each other for different reasons. 
The forest department was apprehensive of 
the encroachments, grazing, illegal fellings, 
> etc, by the communities. Thus, the forest 
department views the forest dependent 
communities as a source of threat to the 
forest. On the other hand, the communities 
feared the loss of access to traditionally used 
, forests due to the lust of corrupt officials of 
tfie forest department. Even today the 
communities perceive the forest department 
as 'the worst enemy of the jungle*. Under 
the conditions of mutual distrust, forest 
protection and management on a sustainable 
basis could not be possible. The prevailing 
grim situation led to the development of 
unholy alliances of contractor-staff and 
contractor-people. A contractor-collector 
nexus too became strong. Further as 
Subharata Palit, an ex-forest officer records 
v his experience of dealing with stealing of 
forest produce in Purulia district of West 
Bengal, the existing approach of the 
administration also gave rise to law and 
order problems because of which many forest 
officials lost their lives [Palit 1993:4]. This 
state of affair is evident all over the country. 

Soon the political leadership of Orissa 
realised that people's active involvement is 
essential for the protection and management 
of natural forests on a sustainable basis. The 
necessity of joint forest management (JFM) 
was felt strongly. Hence, the governments 
Qf Orissa and West Bengal issued orders in 
1988 and 1989, respectively, for the same, 
which in fact are first steps towards JFM. 
Following this example, the government of 
India also issued facilitativc orders in June 
1990 endorsing JFM. 

The Orissa government responded to the 
pressure from village communities 
voluntarily protecting forests in the year 
J988 by passing a facilitativc resolution for 
the formation of forest protection committees 
in the villages in order to protect protected 
forests (PFs) only. In fact, Orissa was 
pioneering in passing facilitative resolution 
for the involvement of village communities 
in the protection of forests. In December 
1990another resolution was passed to include 
reserved forests (RFs) for protection by 
village communities. These resolutions 
.provided for formation of village forest 
protection committees (VFPCs) and 
assigning RFs and PFs to VFPCs in order 


to meet the bona fide requirements for small 
timber and fuelwood in the villages. 

As a sequel, a large number of VFPCs 
were formed with the initiatives of the state 
forest department. Approximately 6,000 
VFPCs have been formed all over the state 
[Kant et al 1991:45]. However, a majority 
of them remained non-functional. While 
forming these VFPCs existence of the 
informal village communities involved in 
protection of forests was not taken into 
cognisance. In cases where the informal 
forest protection efforts were formalised, 
VFPCs have been effective and functional 
as in Khaliapali, Anjhoran, Kesaipali, etc, 
in Balangir, and Atinda in Dhenkanal. 

Though the resolutions of 1988 and 1990 
of Orissa government may be stepping- 
stones in involving local communities to 
protect forests, these are weak measures 
since these offered the villagers only bona 
fide forest requirements like small timbers 
and fuelwood in lieu of forest protection 
responsibilities. Since the bona fide 
requirements are usually met from the forests 
legally or illegally, the villagers were in fact 
not offered ai.y additional incentives by the 
orders of 1988 and 1990. Therefore, the new 
government order issued on July 3, 1993 
provided for 50 per cent share of any major 
harvest, in addition to all intermediate 
produces, to the protecting communities. 
However, a lot needs to be done at the imple¬ 
mentation stage for effective partnership 
between the forest department and the village 
communities. 

The new resolution of 1993 is ridden with 
many constraints. In many parts of Orissa 
where villagers have been voluntarily 
protecting forests, the communities are 
finding the new government order 
unacceptable. It is interesting to note that 


autonomous FPCs, particularly those having 
affiliation to BOJBP in Nayagarh region 
have refused to reconstitute themselves 
according to the 1993 notification of the 
government for the simple reason that it 
requires the ‘Naib Sarpanch' of the local 
panchayat to be the chairman and the village 
ward members to be the members of the 
VFPCs CVana Samarakshana Samili’) 
[SPWD 1993:93]. But since the VFPCs are 
voluntary by Constitution, and hence 
autonomous, they would not like to loose 
their autonomy. All the more they arc 
apprehensive that this provision will deeply 
politicise these grass roots level 
organisations, and very likely, would defeat 
the whole movement of forest protection. 
These autonomous forest protection groups 
which have been in dc facto control of forests 
find it unacceptable to admit the stake of 
forest department (FD) in the management. 
The reaction of forest protection groups to 
this order of the government has brought 
forth the issue pertaining to the role of the 
FD in supplementing communiiy-oa.sed 
forest management practices. In Orissa, 
where communities have evolved strong 
protection and management practices of 
forest, the role of forest department and 
terms and conditions of its participation in 
the management systems become important. 
For what has emerged out of this is nothing 
less than a new concept of ownership. 

Sources of Threat and Support System 

The strong community-based forest 
management systems developed in Orissa 
testify that communities can effectively 
manage local resources. The trend of 
voluntary forest protection by the villagers 
is extremely desirable from both 


Table 3: Disirictwi.se Distribution of Forest Management by Communities 


District 


RF 

PF 


Total 


No of* 

Organisations 

Area** 
in ha 

No of 

Organisations 

Area 
in ha 

No of 

Organisations 

Area 
in ha 

Koraput 

30 

1600 

184 

94(H) 

214 

IICKK) 

Dhenkanal 

44 

12000 

220 

44500 

264 

565(H) 

Mayurhhanj 

141 

40000 

47 

14800 

188 

548(K) 

Sundargarh 

3 

700 

231 

35000 

234 

357(H) 

Sub total 

218 

54300 

682 

103700 

900 

1580(H) 

Keonjhar 

62 

3500 

6 

900 

68 

4400 

Gunjuin 

3 

1300 

4 

100 

7 

1400 

Phuihum 

12 

500 

18 

6(X) 

30 

1100 

Puri 

7 

6000 

4 

300 

11 

63(H) 

Ralangir 

5 

900 

81 

6(XX) 

86 

69(H) 

Sainbulpur 

1 

500 

26 

2500 

27 

3000 

Kalahandi 



19 

2000 

19 

2(MX) 

Cuttack 

10 

1000 

8 

400 

18 

1400 

Balasorc 

15 

2400 



15 

2400 

Sub total 

115 

15100 

166 

12800 

281 

28900 

Grand total 

333 

704(H) 

848 

116500 

1181 

186900 


Notes'. * No of organisations involved in forest management. 

** Forest area being managed by these organisations. 
Source: Kant et al (1991 ;4). 
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environmental and development perspec¬ 
tives. It has the potential of becoming a 
major solution to the problems of depletion 
and degradation of forests and of village 
development. Though grass roots level 
organisations have evolved over the years, 
not all of them can claim stability. Even 
those efforts where one finds well established 
effective systems, its past is often marred 
by conflicts. The current stability is an 
evidence of the ability of these communities 
to resolve the conflicts. These grass roots 
level initiatives have tremendous potential¬ 
ities that require support for sustenance. 

Nevertheless the community forest 
management systems are plagued with a 
host of threats, the foremost of which is the 
question of equity in terms of costs and 
benefits of protection. The other major threat 
to the system is posed by the inter/intra 
community conflicts. In many cases the 
protection system had broken down after a 
few years due to such conflicts. Once the 
forest regenerates and trees become larger, 
the temptation to cut them increases. Hence, 
felling a tree may trigger off a 'mass loot', 
and within days, years of regeneration may 
be cleared off. For instance, in the year 1989 
such a mass loot of the protected forest 
occurred in Patuapali of Balangir district. In 
1989 Ahndu in Dhenkanal district had serious 
conflicts with the neighbouring Kendupada 
that looted its forest. In few cases even a 
cyclical process of protection, clear felling 
(after 6-7 years) followed by protection again, 
has been cited. Practices of Harabhanga in 
Balangir is an instance of such cyclical 
protection The other sources of threat to the 
emerging practices arc few like the locus 
standi of the grass roots organisations from 
legal viewpoint and market as the source of 
external pressure. It is essential that we 
discuss here some of these major sources of 
threat in more details. 

(a) Legal identity : The informal forest 
protection groups are obviously sans legal 
Identity. At the same time the formal FPCs 
formed and recognised by the FD are also 
not statutory bodies and are operating only 
under administrative orders. Lack of legal 
standing deprives them of legitimacy too. 
Absence ol legal standing of FPCs have led 
to legal disputes questioning their rights 
over areas being protected by them. 
Administering fines and proscription by 
VFPCs are legally untenable. For instance, 
in 1992, the VPFC’s president of Hardatal 
in Balangir district was arrested because the 
VFPC had detained cows which had entered 
their protected forest. The non-RFs are often 
hurdened and it has been found difficult to 
allocate these forest areas to one village 
alone as it does encroach upon the rights of 
other villages over the patches. On this 
ground, such allocations by the FD have 
been challenged in the courts too. 

Another issue which has surfaced recently 


pertains to the tenurial rights of villagers. 
Given the potential for community 
management of forests and success of such 
systems in many parts of the state it is being 
increasingly felt by NGOs, activists and 
village committees that tenurial rights for 
forest dependent communities which have 
been protecting forests should be advocated. 
This of course needs elaborate deliberations 
and nationwide debate. 

(b) Markets as external pressure: As timber 
and fuel wood become more and more scarce, 
their market prices increase. This has two 
types ol effects on community-based forest 
protection and management practices. First, 
the increasing temptation to sell the timber 
and fuel wood within the village introduces 
instability to the grass roots organisations. 
Second, due to the increase in the value of 
these resources, external threats from timber 
smugglers and others increase. The value of 
timbei in some of the protected forests is 
worth lakhs of rupees. 

(c) Inter-community conflicts. The very 
notion of community-based protection of 
forest implies that the community establishes 
its control over the forest and refrains others 
from using it This olten results in social 
conflicts and tension. Almost every protected 
patch has its history of conflicts. Conflicts 
may occur over the issue of demarcation of 
boundaries or apportionment of the patches 
or ihc closure ol a forest patch resulting in 
stealing of timber or fuel wood from it. In 
many cases the early starters have taken up 
large areas of protection, leaving small areas 
for other neighbouring villages. The social 
qonllict in 1992 between Badatika and 
Sahajachapan in Balangir district is one 
instance ol such conflicts errupting because 
of the si/e of the area acquired for protection. 
The completely degraded slate of the f orest 
might not have attracted any attention initially 
but once it regenerates after protection the 
neighbouring villages also tend to claim a 
share which the protecting villages feel 
moially justified to refuse. Such situations 
lead to easy inter-village conflicts and raise 
the issue of equity access. Social conflicts 
between villages also occurr on account of 
the quality ol the vegetation cover. For 
instance, a senous conflict erupted between 
Nagiapasi and Beltigiri in Dhenkanal district 
in 1992 where the district collector's 
intervention became inevitable. The conflict 
erupted because villagers of Beltigiri 
perceived that the forest patch assigned to 
Nagiapasi has a better vegetative cover and 
hence, they too claimed to use it. 

(d) Intra-community conflicts: Considering 
that villages arc not purely homogeneous 
communities'hut have glaring caste andclass 
differences wittvn themselves, intra-village 
conflicts arc somewhat inevitable. In 
Mahapada in Dhenkanal district conflict 
erupted in 1989. threatening the breakdown 
of protection system, because of the 
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perception of unequal and favourabl / 
distribution of benefits to certain castes. Th 
non-brahmins alleged that the brahmins a 
trees defying the VFPC rules and shrug ol 
the protection responsibilities. Finally, th 
conflict was resolved by dividing the form 
patch and the immediate transfer of protects 
to different caste committees. 

Forest protection efforts by a communit 
may be construed as a coalition of differed 
factions and interest groups within the villag 
coming together for a common cause thl 
offers benefits to all. As forest protection 1 
a gain-gain situation (implying that a! 
sections of the society tend to gain fror 
forest protection efforts although the reloiiv 
gains are not the same for all), it is relative! 
easier to form a coalition. The coalition ma 
be led by an acceptable leaderis). But it I 
also true that such a coalition is prone t 
break down in situations of conflict! 
Conflicts may arise out of a perception d 
depri vation by a faction, or due to a leadershi 
struggle or clash of interests of differci 
factions on some issues, etc. Sometimes ttf 
much scarcity of forest produce causiit 
excessive internal and external pressure d 
the forest leads to a sense of helplessnd 
and breakdown of the protection system 
In other cases, perception of inequitaU 
distribution of forest produce may lead I 
conflicts among groups. In villages whd 
forests are being protected by groups ac 
representing all the sections, open dissension 
or repressed resentments are found to h 
present. However, to minimise and resold 
inter/intra-villagc conflicts various result# 
ions and mechanisms have evolved. Thi# 
party intervention has been found to h 
useful in resolving conflicts. Apex people* 
organisations like Badatika Anchali 
Committee at Balangir. BOJBPat Kesharpu 
and BJPPat Bari pada. etc, have becneffectiv 
in mediating and settling both inter- an 
inira-villagc conflicts. Absence of serioe 
conflicts in and among villages protects 
Binjgiri hill is an ideal illustration. Thi 
remarkable achievement ol BOJBPhas bee 
possible because of its Gandhian approacf 
which Shashi Kant el al (1991:13) call # 
a 'Green Satyagrah movement’. 

(e) Equity: The other major threat posile 
to the community-based forest managemer 
practices is the equity consideration! 
Villages which start earlier acquire larg 
chunks of the forest areas tor prolceucg 
leaving small areas for late comers in th 
vicinity. Also, there arc villages that do nc 
have any forest area under their protectio 
but do need forest produce. The needs < 
these remote villages have to be met in onk 
to ensure stability to the managemef 
practices. Raju ct al 11993:32) in their stud 
of the protection of Sunderkhol RF t 
Dhenkanal have recorded ihe undercurrei 
of tension between Kadalipal, the protectiri 
village in the vicinity, and the remote village 
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hfifce Kantabati, deprived of access to the 
■•forest resources. 

$. The question of equity needs to be assessed 
(from the viewpoint of sharing of costs and 
/benefits. It appears that the cost incurred by 
the poor in protecting forests is relatively 
higher compared to that of the well-off. 
firstly, in Thengapali' system, the patrolling 
duty for the poor is more than that for the 
Avail-off. Secondly, loss of income through 
, head loadings and patrolling duty might mean 
toss of daily wage for the poor. Nevertheless, 
the relative gain also seems to be higher for 
. the poor. The poor tends to gain more from 
NTFP collections. Since the poor is more 
' dependent on NTFP, the greater resources 
produced from the protected forest by 
; regeneration benefits them the most. Thus, 
the argument that (he poor pays a higher cost 
may be true but it is matched by a higher 
return too. 

Thus, equity is more a function of the way 
; the forest is protected and managed by the 
.community. It is often a reflection of the 
power dynamics ol the village and 
inequalities persisting in the village social 
dfttcturc. Yet, judicious external intervention 
n this respect can help practices to become 
Itore equitable. But in areas where villages 
ire already protecting forests and particularly 
where large areas are under protection, it 
would be difficult to redistribute these areas. 
°!)wing to the complexity of the issue of 
’equity, it would be difficult to do anything 
iUbstantial about it except perhaps making 
tvailable by some means the forest produces 
, othepopulation in the vicinity not protecting 
my patch. 

The practices of community-based forest 
namigemem prevalent in Orissa represent 
% radical departure from the long tradition 
■3tf forest management by the state. The last 
‘4ne and a half decades of community-based 
orest management practices have paid off 
n. terms of arresting deforestation and 
degradation ot forests. It too has paid 
handsomely m terms of meeting the forest 
.toducc needs of the local communities and 
; presiding ecological awareness and 
. esponsibilities in the populace for 
maintaining their ecology. Hence, lor such 
lovementsto sustain sound support practices 
re.needed. At some places, hamlets that 
xeel in forest protection are given prestigious 
wards like the ‘Prakrutimitra Award*. The 
ate FD has also awarded the ‘Paryavaran 
untskar' to the FPCs under Budhikhaman 
lint Protection Party, Baripada. But national 
id state awards arc occasional instruments 
f support. Another support has come from 
ic NGOs working for the forest 
mservation. Though such illustrations will 
,it be too many, the role of NGOs like 
People’s Institute for Participatory Action 
id Research (PIPAR) in Bania village in 
hcnkanal during the eariy 1980s is 
unmendablc. Similarly, the National Insti- 
ite of People’s Development Investigation 


and Training fNIPDIT) M* been active in 
Phulbani’s interiors. Regional Centre for 
Development Co-operation (RCDC) is 
playing a vital role in educating the villagers 
in mattcrof environment and forest protection 
in the villages of Balangir. 

Prompt action by FD police department 
against the timber smugglers reported by the 
village committees has been a strong inducing 
factor for protection. The success of 
community-based forest management also 
depends upon the support received from 
adjoining villages. Political homogeneity in 
the cluster often determines the extent of 
support received from surrounding villages. 
Ot herwise, the major support to community- 
based forest protection and management 
comes from the state administration. As 
demonstrated by Kant et al (1991:13) in 
their case study of Bmjgin hill, the display 
of genuine interest and concern by the 
state authorities, i e. loresl and revenue 
departments, has greatly boosted the 
protection activities. For instance, timely 
visits ol the chief conservator of forests, the 
patronage and the co-operation offered by 
the district magistrate in the matters of 
protection and management, have highly 
boosted the morale ol the villagers protecting 
Binjgiri bill. 

Sustainability of the protection practices 
depends to a large extent on the degree ot 
equality achieved. Delay in granting clearing 
permits and transit permits by the FD could 
mobi li\e I he villagers against the department 
as it happened m Patuapali of Bulangirdistnct 
in 1994. Shill m political affiliation and 
political equation among various sections of 
the village cluster could result in intcr/mlra 
village conflicts and breakdown of protection 
practices. That apart, villages protecting 
forests olten have to light with the Kcndu 
leaf divisions ot the FD to prevent them from 
resorting to controlled burning in the 
protected areas. 

Comparative Vilw 

People's participation in the protection of 
Iorests, very much similar to that of Orissa, 
is almost prevalent in certain districts of 
West Bengal like Midnapore, Purulia, 
Burdwan and Birhhum. Forest protection 
efforts by the FPCs in the districts like 
Purulia. Bankuraand Midnapore were largely 
self-initiated (of course resulting out of the 
dire needs tor forest produces) but later on 
received support and recognition (by 
registration in 1989-90) from the state forest 
department. However, it is interesting to 
note lhat these self-initiated efforts in West 
Bengal, unlike Orissa, were not sustainable 
[Raju 1993:45). So. the notion of JFM in¬ 
volving gram panchayats has received, of 
late, wider support al the grass roots level 
in West Bengal in contradiction to the 
experience in Orissa. Two other striking 
di f ferences i n the experiences of West Bengal 


are the involvement of women in the VFPCs 
and occurrences of intra/inter village conflicts 
in the line of affiliation to political panics 
of the groups (Raju 1993:45]. 

Forest protection efforts involving local 
communities also started in the latter half 
of 1980s in the Surat forest circle of Gujarat. 
The two types of people's institutions found 
to have evolved are, (i) 'Van Kalyan Samitis* 
(forest welfare committees) and (ii i Van 
Sanrakshan Samitis 1 (forest protection 
committees) (Raju 1993]. Protection efforts 
involving people are also found in Vyara 
forest division and in Bhiloda and 
Sabarkartha districts. The most striking 
feature of protection efforts in these areas 
is the formation of forest co-operative 
societies for the purpose and at times even 
these efforts have involved local religious 
instiutions [Raju 1993]. But unlike the self- 
initiated efforts in Orissa, in Gujarat these 
arc mostly state-initiated efforts. 

Similar to Orissa, institutional arrange¬ 
ments are developed with people’s 
participation in Haryana. In the villages 
around Shivalik hills the Haryana forest 
department has formed a number ot hill 
resource management societies involving 
the local populace for (i) protection of the 
hilly areas against grazing and illicit felling 
of trees, (ii) distribution of irrigation water 
collected by water harvesting, (iii) setting 
ol rates tor irrigation water, grass, bamboo, 
and other forest produces, (»v) maintenance 
of the dam and the conveyance system, 
tv) keeping accounts, and <vi) co-operation 
and interaction wilh field staff of the Haryana 
torest department (Dhar 1994:8]. The fruitlul 
results of these efforts are being reported m 
the JFM series of studies (no 1 to no 16) 
published jointly by the Haryana loresl 
dapartment and Tata Energy Research 
Institute. 

However, the fundamental difference 
between the forest resource management 
practices of Orissa and the joint forest 
management practis of Shivalik region in 
Haryana is at the level of initiative. In c.i^ 
of Orissa it is the village populace which 
took the initiative to protect the nearby forests, 
of course out of the need for forest produces. 
And the Orissa government played a 
supplementary role by formalising the FPCs. 
But the state forest department, as perceived 
by the people, is the real culprit behind the 
massive deforestation, whereas in the villages 
around Shivalik hills in Haryana, the state 
forest department took the initiative to 
involve people through its acts of social 
fencing, and has played a constructive role 
in watershed management and arresting soil 
degradation and deforestation. That apart, 
the system of joint forest management though 
already in vogue in Haryana, is facing 
considerable resistance from the grass roots 
organisations. 

The other instance of people's parti¬ 
cipation in forest management is the van 
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panchayats of Uttar Pradesh. Till the end of 
1985 there were as many as4,058 recognised 
van panchayats in these five districts of UP. 
The tradition of van panchayats in the 
northern districts of Almora, Pithoragarh, 
Namital, Paurigarhwal and Chamoli is age 
old. Mobilisation of people in this region 
to participate in forest resource management 
could be traced back to 1916 (Ballabh and 
Singh 1988:3] when the Kamaon Association 
was formed for the purpose. People had 
acquired management rights over class-! 
forests as early as 1931 [Ballabh and Singh 
1988] and simultaneously forest panchayat 
rules were enacted for the region although 
these rules have been augmented and 
modified from lime to time. The concept 
of van panchayats has bom out of the ongoing 
tussle between the popular demand to get 
hack their rights and the state monopoly 
over forests. Hence, community-based forest 
management practices of Orissa have great 
resemblance with the van panchayat system 
of UP. at least in the context of their genesis, 
as both are results of self-initiated collective 
action 

The rights of people over forests in UP 
hills arc well defined [Ballabh and Singh 
1988:10] whereas in Orissa there prevails 
confusion even today. The van panchayats 
in IIP have been functioning as part of the 
district revenue administration under the 
district magistrates and are structurally 
integrated to the district administration 
through subdi visional magistrates and forest 
panchayat inspectors. At village level, the 
van panchayat committee is headed by (he 
sarpanrh. This is altogether a different 
scenario compared to the community-based 
torest management practices of Orissa which 
still continue to be largely voluntary and 
people resist the involvement of the state 
administration in their efforts to protect 
forests. In UP the van panchayats have 
rights over only class-1 forest, not overclass- 
11 forests (reserved) while in Orissa the 
VFPCs protect both protected and reserved 
forests. In UP both the revenue department 
and the forest departments are 
administratively involved with the van 
panchayats, while in Orissa it is only the 
forest department trying to involve itself 
with the community-based management of 
forests despite popular resistance. 

The van panchayats make their own rules, 
as the VFPCs in Orissa do, for regulating 
the use of patches and for utilising the forest 
produces. Similar to the Thengapali’ 
practices in Orissa, there prevails a practice 
called ‘Muasuwari* in van panchayat villages. 
The study of Ballabh and Singh (1988:14-23) 
talked of no conflict, implying absence of 
inter/intra village conflict, which is, in fact 
rampant in Orissa. Serious intra village 
conflicts are absent among the van panchayats 
obviously because these are represented by 
different castes by law. Moreover, most of 
these villages are single caste villages. Inter 


village conflicts are not observed for the 
obvious reason that the van panchayats are 
part of the district administration. The other 
striking feature of van panchayats is that 
some of them are exclusively managed by 
women. 

However, it is clear that for the restoration 
of ecology and sustainability of the forest 
resources, involvement of the adjacent 
beneficiary communities is inevitable. It also 
becomes evident that participatory 
management approach is immensely effective 
in increasing the bio-mass production in the 
naturally regenerating forests, thereby 
meeting the luelwood, fodder, timber and 
other forest produce needs of the community. 
But it also raises a further question, is 
participatory approach the panacea for 
development questions? 
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DISCUSSION 


Natural Is Not Always Rational 

H Srikanth 


VIMAL BALASUBRAHMANYANS 
article, *Guy Rights in India’ (EPW, 
February 3), deals with the topic in complete 
ignorance nt the social dimension ol the 
sexual relations. Fiit from solving the 
problems ol the homosexuals, her 
prescriptions only help in rationalising and 
justifying the archaic and decadent sexual 
practices in society. I inlike in animals, where 
sexual instinct is basically a biological 
response, m the case of human beings the 
desire for sex is governed both by the body 
and the mind. The human psyche plays a 
very significant rote in channelising sexual 
instincts in man to enable him to involve 
actively in social production, an activity 
without which the human species cannot 
exist. In the course of his interaction with 
nature, man has learnt to pattern his sexual 
instincts and sublimate the libido in more 
productive and creative work. The forms of 
sexual relations changed with changes in the 
structure of social production. That different 
types of sexual relations existed at a primitive 
stage of social development is a fact known 
to ad historians and anthropologists. Why 
speak of homosexual relations alone, multiple 
forms of heterosexual relations, such as 
incest, polygamy and polyandry alsoenjoycd 
social sanctity at one time, as they were 
compatible with the social needs of that 
particular stage of human society. However, 


what was acceptable and permissible at one* 
stage, becomes backward and reactionary at 
an advanced stage of social development 
That was the reason why much belore the 
appearance of class exploitation and gender 
domination, clan societies themselves gave 
up the practice of incest and polyandry. 
More than men, it was women who first felt, 
the need for monogamous relations. The 
changing material conditions of social 
production started favouring monogamous 
relations. Class societies which emerged with 
the development of private property only 
utilised the monogamous relations which 
had already started evolving as instruments 
for social reproduction of private property 
and institutionalised class exploitation and 
gender oppression. ■ 

Coming to homosexuality, we do not have 
enough evidence as to whether primitive 
clan societies, which had not yet witnessed 
the power structures based on class and 
gender domination, also had homosexuals 
of the kind we see in the contemporary 
world. Bamng hermaphrodites and persons 
with abnormal hormone compositions 
inheriting some features of the other sex, 
in all other cases homosexuality has more 
to do with one's psyche, rather than; 
physiology. Although homosexual ten¬ 
dencies are visible during childhood, in the 
course of the process of socialisation most 
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people overcome them and accept 
heterosexual relations* as they enter 
adulthood. Only in exceptional cases do 
some people remain at the stage of 
homosexuality for a variety of reasons. 
Particular factors that make a person 
homosexual may differ from person to 
person. But in general the continuation of 
homosexual urges* both in men and women, 
beyond teenage appears to be a reaction to 
dominant-subordinate relations and also to 
phobias and complexes associated with strict 
gender differentiation in the male-dominated 
class societies. Normally homosexual 
tendencies find ventilation in those 


communities or groups of people which 
1 have been denied access to healthy 
1 heterosexual relations fora long time. Among 
1 pool working populations where people 

* marry at a very young age and also in those 
1 families where children do not experience 

any gender bias or preference* homosexual 
1 tendencies arc rarely visible. As there arc 
; no physical disabilities compelling them to 
j cling to homosexuality, many of them can 
1 become heterosexuals if they are determined 
to change their sexual behaviour. In a society 
where monogamy has emerged as (he 
dominant form of sexual relations* 
homosexuals who fail to change their sexual 
’ preferences or who prefer to continue the 
’ same for one or the other reasons cannot 
escape social ostracism. They have to live 
constantly in fear and suffer from guilt and 
’ humiliation. 

1 Instead ot examining the development of 
' different forms of sexual relations from the 

* historical perspective and accounting for the 
causes that make some hold on to 

>! homosexuality. Vimal Balasubrahmanyan 
} (VB) pleads lor scrapping of Section 377 
' of the Indian Penal Code and the recognition 
1 of all forms ol sexual relations as normal. 


1 To argue her case, she quotes the resolutions 
1 made in a meeting of the not-so-well-known 
association named, the AIDS Bhedha v Virodi 
Andolan (ABVA), which tried to give 
intellectual justification to the practice of 
; homosexuality on historical and medical 

* grounds. In reality such arguments have no 
social relevance. That homosexual relations 
enjoyed social sanction at one point of time 

* will not automatically make this practice 
rational and desirable in the present 
conditions. Does V B expects us to continue 
obnoxious social practices such as the caste 
system, sati and polygamy Just because they 

. had the approval of our “the culture, heritage 
; and even religion”? Similarly, the opinions 
1 of medical and psychiatric associations also 
make little sense as they look at 
homosexuality only from the clinical point 
of view* whereas social scientists have the 
responsibility of examining individual 
behaviour from the viewpoint of its relevance 
. to society at large. Freud may be right when 
; He said that at a particular stage of 


development of individual personality* the 
child gets sexually attracted towards the 
parents. Such attractions between the brothers 
and sisters also appear normal to the 
psychoanalysts. But should these findings 
be used to justify and promote incest in 
society? 

Further V B makes use of an isolated 
incident in Tihar jail, where a prisoner died 
from AIDS* to claim that the state denies 
the rights of homosexuals. Here her main 
argument appears to be that a supply of 
condoms isdenied to the prisoners, as pointed 
out by the ABVA. She does not seem to have 
anything against the prison system which 
deprives prisoners ol the rights for 
heterosexual relations for years together. 
She seems to be worried only because safe 
conditions lor homosexual relations arc not 
ensured in prisons. Here she ignores the 
simple fact that more than 90 per cent of 
the prisoners who are compelled to indulge 
in homosexual acts would opt for 
heterosexual relations it they were not in 
prisons. What happens to people in abnormal 
situations, as in prisons, barracks, harems, 
etc. cannot become a justification lor practice 
in normal tonditions 
To fight tor solving ihc genuine problems 
of the homosexuals is one thing and to argue 
for recognition ol freedom of sex is altogether 
a different thing. Rights are general 
conditions for the development of the 
individuals as well as society. No society can 
guarantee absolute right to freedom of sex 
for individuals. Individual freedom in any 
society is determined by the social relations 
and the social necessities of that given stage 
ol social development Demanding social 
recognition ol sexual preferences not 
compatible with social necessity amounts to 
asking lor a privilege, not a right. Before 
expecting progressive sections to support 
the cause ol (he homosexuals, V B should 
explain whether, apart from demanding 
sexual freedom, the gay and lesbian move¬ 
ments have been playing any emancipatory 
role in the society. There is no doubt that 
there are many contradictions and much 
hypocrisy in the practice of monogamous 
relations in class societies. But homosexuality 
is no solution to the problems of monogamy. 
Healthy sexual relations lie not in discarding 
monogamy, but in lighting for material 
conditions which make genuine 
monogamous relations based on love and 
gender equality possible. Homosexuals do 
not seem to have any such goals on their 
agenda. They reproach monogamy as 
practised in the west, but continue their 
bourgeois lifestyle in other aspects of life. 
Hence notwithstanding their anti- 
establishment rhetoric, they remain a stream 
within the moribund bourgeois civilisation. 
If that is the reality, V B should tell us why 
progressive sections and civil liberties 
organisations should back such movements. 


This is* however, not to say that the 
homosexuals do not have rights although 
they are not entitled to any special prt vilegcs 
which others do not enjoy. But at the same 
lime, they should not be discriminated against 
and deprived of the rights guaranteed to all 
citizens, just because they are homosexuals. 
To the extent, their rights as human beings 
are deprived, civil liberties organisations 
should take up this task. But does V B have 
this in mind, when she talks of the rights 
of the homosexuals? 

V B deplores that the Right and the Left 
appear to have become one when it comes 
to denying of the rights of the homosexuals 
But in reality, despite legal sanctions, the 
decadent bourgeoisie of the late 20th century 
are encouraging all deviant forms of sexual 
relations* including homosexuality, through 
pornographic literature and blue films. 
Thanks to so-called globalisation ot the 
communication media, villagers in India can 
also get ‘inspiration* by watching the 
demonstrations of the gays and the lesbians 
in the western countries. School-going 
children in the urban areas, who do not know 
anything about growing poverty, unemploy * 
ment and industrial unrest in the world, have 
become knowledgeable enough to name the 
tennis player w f ho participated in a public 
rally organised by the homosexual activists. 

Marxists, however, are nowhere near to 
this ‘ideal society*. In letter and spirit, they 
stand lor heterosexual, monogamous 
relations and proscribe all deviant forms ol 
sexual relations, including homosexuality. 
They are not ignorant of the fact that di Herein 
deviant forms of sexual relations are prac¬ 
tised clandestinely in society alongside 
monogamy. But Marxists are no positivists 
to profess that what exists today arc real, 
natural and#thcrcfore also desirable. 
Everywhere they promote only that which 
is progressive and in conformity with social 
necessity. It is not prejudice or moralistic 
considerations, but the backward and 
reactionary nature of these relations, which 
make Marxists oppose homosexual relations. 
By that it does not mean that Marxists do 
not take cognisance of the problems of 
hermaphrodites and persons with biological 
imbalances. In case of other categories, since 
it is the psyche* not physiology, which makes 
them homosexuals, Marxists try to change 
sexual behaviour through education, 
socialisation, advocacy and if necessary, 
psychiatric treatment. Marxists are no 
bourgeois psychoanalysts to believe that all 
individual aberrations can be overcome, 
while keeping the society as it is. They work 
at both individual and societal levels. Even 
after all these efforts, if some people, much 
against-public conscience, take to the streets 
on the plea that they have the right to gratify 
their sexual urges in any way they like, 
Marxists do not hesitate to use force against 
such homosexual activists. 
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PEOPLES' COMMISSION ON GATT 

Constitutional Implications (March, 1996) 


People's Commission comprising of the former judges of Supreme Court of 
India, Justice V R Krishna Iyer, Justice O Chinnappa Reddy. Justice D A 
Desai and former Chief Justice of Delhi High Court, Justice Rajinder Sachar 
examine the validity of the GATT Agreements vis a vis the Indian Constitution. 
The Report gives the final verdict on the subject with special reference to 
new patent system, food security, and centre-state relationship in federalism. 
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validity 
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Will you ever be rich? Decide today. 


As we grow, our priorities, needs and our responsibilities 
evolve and change. As teenagers, we save for movies and 
picnics. We marry, have children, start planning for their 
futures, for our retirement... 

It makes sense, you'll agree, that our investment and 

saving patterns should reflect 

MATg . H l WQJWYKTWtMTS these changes. And that 
TQ.gQAkS 

If buying a car .n one year this process should happen 

»s an important goal an systematically and smoothly. 


TQ.gffiAkS 

If buying a car .n one year this process should happen 

»s an important goal an systematically and smoothly, 

investment that in the past 

gave high -eturns over a five (jfe Cyde Investing ’ * 

year period, but with short- 

term return, that fluctuated Ver Y bne, V' th,s is 8 Wa Y of 

even caused a loss - won t creating a secure financial 

do Instead, you could choose 

a short* tc medium-term foundation. Of planning and 


fixed return option like a 
company FD or a bank FD 
For your retirement 20 or 
30 years into the future, you 
don t want inflation to eat 
into your money You'll be 
looking for a high return 
on your investment So, you 
can opt for an investment 
that has historically given 
investors a far higher long¬ 
term return The income 
you re devoting to this goal 
could be invested mainly 
in shares 


rearranging your investments 
to match your needs and 
goals at different stages of 
your life Of deciding which 
of the many available options 
you should invest in, and 
how much 


you re devoting to this goal Research (by ICICI Mutual 
could be invested mainly _ , , in 

, Fund, with its associate IP 

in shares 1 

_ Morgan of the USA), of 

different types of investments in India over the last 16 years, 
has shown that each one has its own peculiar risks, and 


differing returns. Cash, for instance, is totally unprotected 
from inflation. Bank FDs give you security, but in the past, 
they too have fallen behind inflation. Shares carry a high 
short-term risk, but historically, they have rewarded the 
long-term investor. 

How your investments are divided between the various 
options will be determined by your own unique needs and 
goals. By what you are investing for, how much return you 
expect, how much risk you ore willing to bear and when you 
plan to spend the money. 

Make an informed investment decision 

Knowledge is your most powerful ally when you’re planning 
your financial future 

One of the results of the ICICI Mutual Fund - JP Morgan 
study is a senes of booklets Among them, A Guide to Life 
Cycle Investing. 

If you'd like to know more about allocating your investments 
at different times in your life, write in for a FREE copy of this 
Guide (or any of the others). Simply fill in this coupon and 
send it to, ICICI Mutual Fund, P.O. Box No. 993, G.P.O., 
Bombay 400 001. Or, if you're a resident of one of the 
cities listed below, you can order over the phone 
Delhi: (011) 686 7581, Bombay: (022) 

930 1212, Madras: (044) 852 5623, 

Bangalore: (080) 559 2500. Am \ 


ICICI 

Take an informed decision mutual fund 


, . . 1 Please send me a FREE copy of : □ A Guide to Beating Rising Prices 

A O U l d C-Z U 1 d e U j (i 0 D a Guide to Life Cycle Investing D A Guide to Modern Investing 
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G Information on future ICICI Mutual Fund schemes 


Occupation:_Designation._ 

Address: 


i/AH data contained m Ihu, advertisement has been obtained by tbe concerned organisations to the best extent possible No warrantee is made as a) its accuracy * This information does not purpe 
^epiesent the performance of any specific security, investment or fund. • Historical returns provide no indication of future performance * Any investment in mutual funds or securities is sub# 
'Market risk • The sponsor of a mutual fund is not responsible or liable for any loss from the operations of the scheme, beyond the initial contribution toward setting up the mutual fund * In/ 

> should study the offer document carefully before investing in any mutual fund scheme* As with any investment in stacks and shares, the NAV of units m a mutual fund can go up or down dept;/ 

* 1 * « affpctnc the capital market. 
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How to fight inflation. And win. 


Our parents brought up families on a hundred rupees 
a month. Today, we spend that much on a meal in 
aranaurant 

Finance professionals refer to this as Inflation, and they 
c&kubtB it in jncmsn mt vest. 

If inflation is at 10%, for example. In one year's time, your 
rupee will have lost one-tenth of Its buying power. It will 
_ be worth just 90 paise. 

What Ihua?... cam 

no TO you less than that, Lei, 81 paise, 

Ut'iayyounMdhttAO 

a year to maintain your •" •wyday terms, this 
Meityio. if Mbbon is around translates to rising prices. 
10%. in 30 years when Which many people treat as 

you're boat to ntirenm, K an Inevitablofactof life, 

not abater retiredL ytere Th#t . $ th , flm ml$tikt . 

gomg to netd Rs *, 29,000 a w . . . . . A . 

year just to keep the You con fight inflation. And 

tame standard of living. yPUCflflwto. 

Will your currant savings What inflation does tO 

and invastmants give you your mOMJf 

that kind of annual return in There are many ways in 

30 years? If not, you'll face a ,. . 

. f „ , , which you can save or 

drastic fail m your standard ' 

of living. invest your money. 

_The graph alongside is 

based on a study (by ICICI 
Mutual Fund, with its associate JP Morgan of the USA), 
of different types of investments in India over the last 
16 years. It shows the returns each asset class has given 
from April 1979 to August 1995. 

As you can see, when it comes to long term returns, the 


stock market has outperformed other financial assets. 
Stocks, It is true, fluctuate hr more widely In the shortterm 
than any ocher assets. But over longer periods, our research 
shows, they have given Investors returns well above the 
rate of inflation. 


THC EFFECT OF INFLATION 



Tht growth rata (with 
the growth in actual 
buying power dwwn in 
black) in soma of the 
main anat ctanai. Cadi 
stored away for the 
same period would 
have lost almost 80% 
of its value 


Make an Informed investment decision 

Knowledge is your best weapon against inflation. 

One of the results of the ICICI Mutual Fund - JP Morgan 
study is a series of booklets. Among them, A Guide to 
Beating Rising Prices , which covers inflation in far greater 
detail than this space permits. 

You can get a FREE copy of this Guide, or any of the others, 
by filling in this coupon and sending it to, ICICI Mutual 
Fund, P.O. Box No. 993, G.P.O., Bombay 400 001. 
Or, if you Ye a resident of one of the cities 
listed below, you can order over the phone. 

Delhi: (011) 686 7581, Bombay: (022) 

930 1212, Madras: (044) 852 5423, Z# \ 
Bangalore: (080) 559 2500. fwk \ 

IGICI 


Take an informed decision. mutual fund 


^ Please send me a FRIE copy of: □ A Guide to Beating Rising Prices 

A £ U i d 6 ? U j d 6 U j dfij ^ * Guide to Life Cycle Investing □ A Guide to Modern Investing 

,N,[ “ N ^ □ Information on future ICICI Mutual Fund schemes 
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Occupation:^ 

Address: 


^Designation^ 


M data contained m this acner.^-ment has bean obtaned by the concerned organisations to the best extent posable No warrantee t$ made as to its accuracy • This mformabpn does not purport to rep r *$' nl 
performance of any specif>. s** investment or fund • Historical returns provide no mdtcabori ol future performance. • Any investment in mutual funds or securities is subject to market nsh • The sponv 1 ^ 
mutual fund is not responsible c.r i>.itoe for any toss from the operations of the scheme, beyond the total contribution toward setting t# the mutual fund. • Investors should Study tht offer document Of«My N 
investing m any mutual fund schema • As mth any investment in Stocks and shares, the NAV of unit*** a mutual fund can go updr down depewing w ta factors and forces. 
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Women and Science 

Women in post-colonial societioy»djtffo to fight not 

just Kipling but our own Manu as ScidMffic rationality can serve to 
generate a critical stance towards the cultural discourses that constitute the 
self-identities of women living under traditional patriarchal arrangements 
in most post-colonial societies. WS-2 The concept of androgyny, it has 
been suggested, offers a means of transcending the duality of gender 
differences imposed by culture. What androgyny obscures, however, is 
the social context - it is as if individuals can effortlessly balance traits and 
behaviour in a social vacuum. WS-9 An androcentric world-view sees 
science as a means to ‘dominate’ nature, whereas a feminist perspective 
would see science as 'conversing' with nature. But for the transformation 
from the unilateral linear mode of communicating to a bilateral symmetric 
mode, women also must imbibe new identities which allow for dialogue. WS-39 
Active campaigners in the women’s health movement have found that any 
questioning of research in the areas of hazardous contraceptives and other 
reproductive technologies is countered with the charge of being ‘anti-science’ 
and ‘anti-progress’. Answering this charge effectively has called for a 
collective reflective process which began by critiquing existing knowledge 
systems about women’s bodies and their health and reproduction to arrive 
at an outline of a new perspective within which to look at issues of deep 
concern to women’s health, well-being and social identity. WS-35 While 
the transition to wage labour has brought economic independence and 
autonomy to women in developing countries, further mechanisation and 
technical innovation is going to make them increasingly vulnerable to 
de-skilling and job loss. WS-31 Prompted by the objectives of 
influencing policy so that the quality of women’s lives is improved and of 
documenting the effects of developments in science and technology on 
women’s status, an international group has been launched and is doing 
notable work in the area. WS-42 

Censorship: A Feminist Perspective 

Drawing a distinction between sexual speech and hate speech helps in the 
elaboration of a feminist perspective on where the line should be drawn 
between legitimate and illegitimate speech. Hate speech laws address a 
harm with which we should be concerned. In stark contrast, the legal 
regulation of sexual speech is designed to reinforce traditional and 
highly conservative sexual moralities. WS-15 

Inequity in Education 

The learning environment within the formal education system is a decisive 
factor in the educational backwardness of dalit communities. And by 
creating a separate sphere of non-formal education for such groups, the 
government is abdicating its responsibility to generate equity within 
the formal school system. 1011 


Real-Financial Nexus 

Some countries in south-east Asia have 
been able to achieve and maintain high 
rates of output growth and saving and 
investment, moderate inflation, stable 
exchange rates and manageable balance 
of payments even as their economies 
underwent financial opening up. The 
special circumstances which made 
this achievement possible deserve 
careful attention. * 1025 


End of Party System? 

The 1996 general elections are likely 
to begin a process of restructuring the 
very nature and composition of the 
polity - not just an alternative party 
system but an alternative to the 
prevailing party system and the 
political system based on it. 1004 


Labour Standards 

Does the consensus among 
employers, the government and the 
national trade union leaderships on 
rejection of the social clause 
specifying minimum labour standards 
in multilateral trade agreements 
represent the interests of 
rank-and-file workers? 1030 


Bali’s Killing Fields 

Thirty years ago the myth of Bali's 
harmonious and spiritual community, 
inherited from the colonial era, 
seemed to have been destroyed 
for all time. That was when Bali 
fell victim to the explosion of 
violence that brought death to 
between 500.000 and a nfillion 
Indonesians. 997 
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Shyama Charan Dube 

ANDRE BETE1LLE writing of him in EPW 
(March 30) is a fitting tribute to the large 
person of many parts that S C Dube was. It 
is symptomatic of Indian reality that his 
passing away was not noticed in The Times 
of India in Delhi and many in this 
simultaneously pre- and post-modern 
metropolis asked each other on telephone 
‘Has Dubeji passed away? Is it true? 1 days 
after the sad event and one well known 
younger sociologist, a good friend and 
admirer of his in Delhi, learnt of it from 
Beteille’S piece. 

His and A R Desai’s passing away and the 
way they were noticed (the Indian 
Sociological Conference held in ‘distant* 
Delhi barely a month after the death of the 
latter omitted to mention it in its inaugural 
or open sessions and it is not clear if the 
handsome tribute from the chair in the 
business meeting at the end reflected the real 
collective consciousness, for the minutes list 
his name as one among many who had passed 
away) illustrated how knowledge is socially 
constructed in contemporary India. And in 
the official intellectual world. For the West 
would very much like to underplay the 
popular and the radical, simultaneously 
highlighting the ‘modern western’ rational 
and the (generally obscurantist, reactionary) 
‘Indian’. 

In an> case, Dubeji was always all through 
his career and life awaie and involved with 
the indigenous and with the literary as well 
as broader/intellectual life of the Hindi world 
- more, much more than most intellectuals 
of his time. Towards the end, he wrote much 
more regularly of all modern thought through 
books as well as the daily press and 
periodicals. His undogmatic intellectual 
stance went well with the reader even as its 
underlying commitment to the value of 
harmony and unity in the Indian tradition, 
as he saw it, sat well with independent India's 
effort at robust and progressive modern 
nationhood, but jived little with struggle and 
related effort. A more articulate positive 
evaluation of tradition was evident towards 
the end. In this, as in his earlier work, not 
merely scholarly, he, as Beteillenotes, thought 
intellectuals were needed by modern India’s 
nationhood greatly. But perhaps he actually 
underestimated the need as did most of his 
peers or valued the emerging established 
nation too highly to notice the subaltern 
adequately. As it happens, however, 
established order, both administrative- 
political and academic, placed him less highly 
than he. or they, deserved. They would have 
been the stronger for the strength of the rich 
indigenous orientation which he would have 
brought to them in combination with modem 
insight. The inadequate valuation of S C 
Dube in his lifetime is illustrative of the 
inadequacies in India's realisation of itself. 
He was no organic intellectual in the 
Gramscian sense. But the nationhood 
contemporary India is constructing for itself 
has lost an important intellectual supporter 
without having utilised him to the full or at 
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the high level he was capable of - and 
deserved. 

S Shukla 

New Delhi 

Westernisation and 
Modernisation 

IT is flattering that Jehanbux Edulbehram 
seriously read my note, Economic Reforms. 
Untenable Assumptions and an Alternative’ 
(February 24) to the point of reacting to it 
(March 9), even if negatively. I am sorry 
if my writing offended, and angered, her; 
no offence was intended. 

The object of my two-page note was to 
identify the fault lines in the economic reform 
tent and suggest a new safer building through 
the ‘swadeshi’ alternative. Accordingly it 
articulated two propositions. (i)Thc market 
economic system, and the reforms, are based 
on many untenable assumptions: (a) link 
between consumption and human well-being, 
(b) link between GNP and progress, (c) link 
between westernisation and modernisation. 
Hence misguided policies, such as treating 
globalisation as an end instead of a means 
to an end. (ii) There is a better alternative 
formulated in terms of swadeshi. 

Unfortunately Edulbehram has missed this 
thesis. She has picked up an clement in the 
argument (link between modernisation and 
westernisation), placed it in a‘different 
context and added irrelevant material, 
including name calling, to denounce the 
thesis. Her contention is that (a) wester¬ 
nisation is good for the country, (b) westerni¬ 
sation and modernisation are the same 
phenomena, and (c) who am I to talk about 
it? Any one who has cared to understand 
the functioning of imperialism recognises 
the nature of this methodology. Pick up a 
particular event, custom, idea, sentence out 
of its context, place it in another context and 
show that it looks ahsurd and inconsistent. 
This is how the whole Vedic civilisation, 
and for that matter. Amcrican-Indian, 


African, and Arab civilisations have beet 
first denounced and then destroyed. Thi 
methodology has played a significant roll 
in promoting colonisation. There are som< 
academics who consider such exercise 
scholarship. I don't subscribe to this school 

In some Resident Non-Indian (RNI) circle: 
everything belonging to the oldest Vedu 
civilisation is suspect, unacceptable and u 
be summarily rejected. Swadeshi, reflectin* 
old civilisation ideas, therefore, invites ihci 
ire. My life experiences - born m a Hindi 
family, brought up in a larger Muslim com 
munity in Malerkotlu, Punjab, married to; 
white American fellow professor and settle* 
in the US - have given me the advantage, 
and freedom, to seek wisdom from, and lake 
a friendlier view of. our old civilisation 
After all, it were the ‘rishis’ who coined the 
phrase, ‘vishaw kulumbh’ aeons ago whci 
many of the so-called present day civih 
sations had noi even been conceived, mud 
less born. Again it was the Mahatma, fo 
whom statues are being erected all over the 
globe, who talked about swadeshi: against 
heavy odds that still persist. How can 
swadeshi not relate to the globe? Of course, 
the swadeshi of Edulbehram's conception, 
if there is such a thing, has little relationship 
with her idea of globalisation that involve.' 
exploitation. 

Experience as I do it on a daily basis, I 
also have the comparative advantage t< 
recognise the distinction between western) 
sation and modernisation. 

Given the juncture of history we are in 
there are various paths to choose from. Ever) 
path chosen means an opportunity lost to 
travel on the other. There is therefore t 
genuine need for a major debate. Howevei 
my analyses, ideas, interests, objectives 
perceptions, visions and world-views are sc 
far different, and away, from those oi 
Edulbehram that 1 find it difficult to identih 
a common ground where one can engage ir 
a constructive and useful debate. 

Romesh Diwa v 

New York, USA 
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Behind the Stock Market Boom 


T HOUGH 1995-96 will be remembered as a lustreless 
year for the Indian capital market, it was nevertheless one 
in which foreign institutional investors (Fils) pumped in more 
than $2 billion into the market. The inflows from the Fils were 
declining in the initial months of the year, but they picked up 
in the last few months. Fils registered the highest ever 
business volume in February, making gross purchases worth 
Rs 1.825 crore and selling shares worth Rs 270 crorc. As a 
result, net portfolio investment by Fils was an all-time high of 
Rs 1,555 crore ($435 mn) in the month and this was followed 
by net investment of Rs 1,056 crore ($307 mn) in March, 
bringing total net investment by Fils in 1995-96 to $2.03 bn 
against $ 1 '.50 bn in 1994-95. Nearly one-half of the investment 
($ 1.01 bn) was made in the last quarter of the year. The frenzy 
of buying by the Fils has continued in the new fiscal year. It 
is expected that net FI1 investments in each of the first two 
months of the year will be about $500 mn (Rs 1,725 crore), 
surpassing the February peak. 

The revival of HI interest in the Indian stock market, light 
in the midst of political uncertainties, may appear intriguing, 
but it reinforces the view that the foreign portfolio investors 
will come in and make their exit entirely at their own bidding. 
Their interest in India is both volatile and unpredictable. 
When the rupee began to depreciate in October/November 
1995, it was feared that the Fils would be discouraged, but in 
fact they showed renewed interest in December which has 
been sustained. While considerations such as the political 
climate, exchange rate behaviour, price-earning ratios and 
bureaucratic procedures and paperwork play a role in deciding 
the Fils' behaviour, the factors that dominate their calculations 
are obviously the vast scope for capital appreciation and the 
lax benefits on offer and, as a push factor, the investment 
climate in their own home countries. The Indian 10 per cent 
tax on long-term capital gains and 20 per cent tax on dividend 
and interest incomes have been found most attractive. Of 
course, the prospect of competitive interest rate reductions in 
the developed countries combined with the low market 
capitalisation of scrips in markets such as India’s have also 
worked as push and pull factors. Besides, in the aftermath of 
the Mexican financial crisis, equity markets in a number of 
developing countries have experienced significant increase in 
volatility of capital flows, raising a concern about the potential 
contagious effect of a general reappraisal of developing * 
country investments. For instance, there was huge dumping of 
south-east Asian shares when news of a swelling current 
account position spawned fears of a Mexico-like situation. 
Net portfolio flows into developing countries declined from a 
high of $45.60 bn in 1993 to $34.90 bn in 1994 and further to 


$22 bn in 1995. The rapidly growing current account deficits 
of countries like Malaysia, Indonesia and Thailand have been 
cause for concern for foreign investors and hence probably the 
added interest in Indian shares. 

The two factors that have dominated the behaviour of share 
prices in the post-reform period are the Fils' investments and 
speculation by share-brokers and other domestic operators. 
The two are not unrelated. The bulk flow of liquidity into the 
secondary stock market not linked to any productive activity 
generates buoyancy in essentially a few scrips and, in turn, 
stimulates further speculation. Net investment of some 
Rs 5,500 crorc by Fils in the past five months has sent the 
BSE Sensex soaring by about 30 per cent since end-January. 
Until recently the money and capital markets had been reeling 
under a liquidity shortage. The upsurge of FII investment has 
injected liquidity and simultaneously provided an impetus to 
speculation. In February when FII investments peaked, there 
was a sudden spurt in Reliance Industries (RIL) shares. 
During February 1 to 8, the average daily net turnover on the 
National Stock Exchange (NSE) touched an unprecedented 
Rs 1,309 crorc - and Rs 833 crore or 63.6 per cent of it was in 
RIL shares. Again, what happened on Thursday this week 
should be an eye-opener. On the previous day there had been 
a sudden 141 points rise in the Sensex pushing it to an 18- 
month high of 3870. This was followed by large curb dealings 
that day and hectic buying by Fils the following day in the first 
hour of trading when the Sensex touched a new high of 3951, 
a rise of 81 points. But in subsequent trading that day the 
market witnessed some bizarre developments, apparently 
produced by so-called bear operators and some Fils who held 
contrary positions in a few pivotal scrips. To begin with wild 
rumours were spread that the prime minister had been 
assassinated and that over a dozen NSE brokers had defaulted 
on margin payments compelling the exchange authorities to 
switch off their terminals. These rumours were followed by 
some determined bear operators, who had been caught on the 
wrong foot in the current rally, pressing heavy sales to arrest 
any further rallying of prices. It was known that among the 
Fils, the Jardinc Flemi ng group had sold large numbers of RIL 
anti SBI shares, while, to counter the move. Morgan Stanley 
was reported to have sold similar numbers of TISCO shares on 
which Jardine Fleming is believed to be bullish. As a result of 
these selling pressures, the Sensex crashed by 114 points in 
trading during the day and lost 33 points over the previous 
day’s closing. Apparently, the selling pressure led by a 
particular FII on the key scrips of RIL, SBI, TISCO, TELCO 
and a few others continued the following day and brought 
down the Sensex by another 72 points, thus making a retreat 
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of 185 points from the peak of3950 reached 
in dealings on the previous day. 

The rampant speculation induced by the 
injection of liquidity by the Fils and their 
operations in the stock exchanges are 
increasingly getting reflected in very large 
non-deliveries of shares, the vast auctions 
that are taking place on the NSE and now 
even on the BSE as a result of speculative 
short-selling, and the large outstandings at 
the time of the weekly or fortnightly 
settlements. Auction of about five lakh shares 
of R1L has become a regular feature; a record 
number of 22.17 lakh shares of RIL were 
auctioned on the NSE on March 21 alone. 
The auctions take place at divergent prices, 
thus giving rise to large arbitrage possibilities. 
The auction of 5.08 lakh SBI shares took 
place at a price of Rs 356 against the NSE 
closing price of Rs 318.60; likewise, RIL 
shares were auctioned at Rs 262 against the 
official closing price of Rs 256.85. 

Encouragement of speculation is thus an 
inevitable concomitant of the large swings in 
purchases and sales by Fils. This is an 
additional debilitating aspect of the Fils’ 
involvement in our share markets. The 
artificial injection of liquidity into the system 
has many other adverse consequences as 
well. Share prices are pushed up beyond the 
reach of the common investor who also gets 
sandwiched between the Fils and the 
speculators. This.is one reason why domestic 
investors have been wary of primary issues 
for the past year or so. 

Further, the liquidity so injected is in no 
way different from the creation of primary 
money through, say, deficit financing. It 
gives rise to the same kind of liquidity 
management problems as the latter. 
Describing such investors as fair-weather 
friends, the RBI governor had once sought 
government consideration of a tax on such 
inflows. While it may be difficult to close the 
tap now, having opened it as part of the 
reform package, a tax may infuse some 
measure of sobriety into the ebb and flow of 
FI I investment and correct some of the 
distortions that have surfaced in the financial 
and capital markets. 

POLITICS 

Third Front in Disarray 

EVEN before the outcome of the parlia¬ 
mentary polls is clear, the Left seems to have 
given up the race, judging by the tone of the 
election manifestos. The formation of an 
altemati vc government at the centre docs not 
appear to be on the agenda any longer. 

While the CPI, in its manifesto, makes 
some casual references to the country’s need 
for a ’‘functioning government at the centre 
- a broad coalition of left, secular and 


democratic parties”, theCPI(M) does away 
even with that perfunctory mention and 
appeals to the voters to defeat the Congress 
and the BJPand elect “Left secular democratic 
candidates to the 11 th Lok Sabha”, and leaves 
it at that. Given the disarray in the leadership 
and ranks of the Third Altemati vc', the two 
major Left parties have apparently reconciled 
themselves to the futility of pursuing the 
objective of an alternative government in 
New Delhi, and are now content with the 
possibility of only increasing the strength of 
their members substantial I y in the Lok Sahha, 
so as to be able to operate as a pressure group 
in a hung parliament. 

The Left strategy seems to be to concentrate 
on the assembly elections in their traditional 
strongholds so as to be able to retain power 
in West Bengal and Tripura, and possibly 
form a government in Kerala. ThcCPI(M)in 
its manifesto makes special mention of its 
achie vements as a ruIing party in West Bengal 
and Tripura, particularly with reference to 
maintenance of communal harmony, land 
reforms, decentralisation ol power to 
panchayais.clc. in contrast with the sad track 
record of the Congress and BJP-rulcd stale 
governments. Significantly, the CPI 
manifesto does not mention the work of the 
Left Front governments (of which it is a 
partner) in these two states at all. but speaks 
instead of the general anti-imperialist and 
anti-communal role of the Left parties, and 
of their being able to remain untainted by the 
‘hawala’ scandal. The omission of any 
reference to the Left Front governments is 
not fortuitous, but indicates the serious 
reservations that the CPI has - and which its 
leaders often express - about certain policies 
followed by the CPI(M) while running the 
administration. In particular, its industrial 
policy with an obvious lilt towards 
privatisation, big monopoly houses and 
multinationals, has quite often drawn 
criticisms from theCPI and otherLeft partners 
in recent years. The CPI(M) claim in its 
manifesto of protecting the “rights of the 
working people” also flies in the face of what 
is obvious to all - the closure of hundreds of 
factories in West Bengal leading to 
widespread retrenchment and unemployment 
in the industrial sector. 

But even with these lapses, the Left could 
have given a boost to the Third Front, 
provided this alternative had a political and 
organisational base to stand upon. However 
much the Left leaders might have tried to 
bring together incompatible leaders of the 
various factions and regional parties, and 
give a political direction to their programme, 
the constituents of the National Front and its 
allies are a totally hopeless lot, devoid of 
either any firm ideological commitment, or 
any strong organisational structure. The 
pathetic developments in these parties during 


the last few months indicate die fluidity e 
their loyalties and attachments. The inUu 
Leftist hope of acting as a tail to wag a futur 
Third Front government at the centre was 
futile exercise to start with. 

WOMEN 

Domestic Burdens and 
the Workplace l 

THE Brihanmumbai Municipal Corpori 
tion (BMC) has decided to cut down thj 
42-day leave granted to women after abort ioij 
The abortion leave has been reduced to : 
days on the grounds that (a) (to quote 
gynaecologist) the “recovery rate is so goo 
that a woman can report to work the vcij 
next day if she wants to” and (b) worm 
misuse abortion leave - either because the# 
have abortions many limes or because th«T 
use it in lieu of other leave especially in trt 
summer or school vacation months. Th 
proposal also states that women who clair 
such leave will have to undergo a* conceplio 
test’ in any of the three municipal gener; 
hospitals because false abortion certificate 
have been known to have been obtained o 
payment at municipal hospitals. Thedecisio 
appears to have been taken with littf 
discussion with employees or even a revie 
by the corporation’s medical authorities. N 
surprisingly, the Municipal Mazdoor Unic 
has opposed the proposal. As the union 
women wing president pointed out, tfi 
proposal contradicts the Maternity Benefij 
Act under which a woman is granted 42 da| 
after MTP. Interestingly, the proposal 
also extended the maternity leave for wonn 
to six months from the current three mom 
plus two months extended leave. 

The move raises some interesting issui 
Firstly, MTP is not merely a medi 
procedure; it has a psychological imp* 
even when it is an unwanted pregnane] 
Moreover, the event, as many women ha' 
recorded, is made even more traumatic 
the way it is often treated in public hospital 
Women, even married women are ofti 
subject to snide remarks by the staff 
ridiculed, the extent of such ‘abu 
depending on the women’s social rank, hj 
absurd to suggest that a woman can go b; 
to work just a day after a traumatic experiem 
It is however true that although MTP 
supposed to be performed in cases of fail) 
of contraception, many women use abortii 
instead of contraception. This situation 
arisen because of the lack of effective, 
permanent, easy-to-use methods of 
raception. The BMC might have more suc< 
in reducing the number of times woi 
(genuinely) take leave if it looked 
closely at its family planning services 
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;oi$raceptivc previous and codnaeHing 
offered to Us women. In evey sense frequent 
portions cause a great deal of harm and no 
woman would willingly accept an MTP if 
Dther solutions were available. But such 
innovative attempts at providing better 
facilities for women would come only with 
& better perception of women as office 
workers. Similarly, while there are always 
shirkers both among men and women, the 
BMC ought really to have examined why so 
many women arc forced to lie in order to 
avail of lea vc during the ‘vacation time’. For 
many it may be that ‘vacation time’ means 
children to take care of at home. Again, a 
different perception of women’s family 
burdens may lead to different solutions. That 
such demands are not being put forward 
even by the women’s wing suggests that 
there is need to radically change the 
perceptions of women themselves about their 
work both inside and outside the home. Thai 
their domestic burdens be recognised in the 
workplace and accommodation made for it is 
a legitimate demand which will go a long 
way towards according recognition to women 
as contributors to the nation’s economy 

KERALA 

Odds against UDF 

A correspondent writes: 

I KERALA is one of the five states going to 
Lok Sahha and state assembly polls 
simultaneously. Elections in Kerala have 
always been characterised by a keen tussle 
between the Congress-led United Democratic 
Front (UDF) and CPI(M)-led Left 
Democratic Front (LDF), with a few thousand 
voles and a swing of 1 -2 per cent tilting the 
balance in favour of either coalition. Though 
the UDF had 16 out of the 20 seats in the last 
Lok Sabha. the sympathy factor generated 
by Rajiv Gandhi's assassination had greatly 
benefited the UDF. It is doubtful if the IJDF 
will be able to maintain its position in the 
forthcoming elections in the light of the 
political events that have taken place since 
then. 

The UDF government in the state received 
a facelift after A K Antony became the chief 
minister in place of K Karunakaran whose 
rule was getting increasingly identified with 
corruption and nepotism. Though the 
Congress banks heavily on the uncorrupt 
image of Antony, this seems to have hardly 
helped the party in the panchayat polls last 
year. Further, the withdrawal of the National 
Democratic Party (NDP), a long-standing 
partner in the UDF, had deprived the front of 
the support of a politically articulate section 
of Nairs. The Nair community was visibly 
upset over the UDF government’s insistence 


T- - J| 1 V" 

cm pushing through the reservation policy 
without any reference to the ’creamy layer* 
criterion. The alleged desecration of the 
‘samadhi’ of Mannathu Padmanabhan, the 
founder of Nair Service Society (NSS), at 
Pcrunna by the prime minister’s security 
guards added fuel to the Nairs’ ire. It has 
been alleged that the defection of the NDF 
from the UDF was encouraged by 
Karunakaran who is desperate to curb 
Antony’s influence. Ezhavas, another 
politically significant community in the state, 
got alienated from Antony’s rule when he 
permitted police action at the Sivagin Mutt, 
an ashram run by the Sri Narayana Dharma 
Paripalana(SNDP) Sanghain Varkala, at the 
behest of »he high court’s order. 

With two of the major communities in the 
state turned against him, Antony showed 
ingenuity by declaring a ban on arrack in an 
attempt to gain the support of womenfolk. 
He also succeeded in inducting the 
Janadhipathya Samrakshana Samiti (JSS) of 
K R Gowri, the former CPKM) leader, into 
the UDF. The assurance given by Narasimha 
Rao regardi ng reservation ‘‘or dal it Christians 
may be expected to further consolidate the 
Christian vote behind Antony. But whether 
these steps will offset the distance that has 
grown between the Congress and the Nair. 
Ezhava and Muslim communities remains to 
be seen. Especially since the hold of the 
Indian Union Muslim League (1UML), a 
constituent of the UDF, has been challenged 
in the posl-Ayodhya period by Ibrahim 
Sulaiman Sait’s Indian National League 
(INL) and Abdul Nassar Madam's People’s 
Democratic Party (PDP), the hold of the 
UDF in north Kerala is expected to be 
undermined. 

The LDF too suflercd reverses when the 
Kerala Janata Dal, a member of the front, 
split on the eve of the elections between the 
official leader, M P Veerendrakumar, and 
the rebel, Arangil S reed ha ran. The Kerala 
JD has been allotted 10 assembly seats and 
one Lok Sabha seat. Otherwise the LDF has 
been more coherent in its electioneering 
campaign after resolving the differences 
within the CPl(M) between E K Nayanar and 
V S Achuthanandan. It learnt the advantages 
of entering into an informal understanding 
with INL in the panchayat polls and is 
continuing the arrangement to maintain its 
base in north Kerala. The LDF is also 
extending support to 16 rebel Congress 
assembly candidates. 

SCIENCE 

Blinkered View 

THE UNESCO’s World Science Report 
comes at a time when science, its methods, 
its nature and its applications are very much 
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in the limelight. It is not nwprising therefore 
that the report should attempt to examine 
science in relation to geopolitical 
developments. Equally it is also not surpris¬ 
ing that given the institutions and generally 
the mainstream’s unidimensionai percep¬ 
tion of science and its contributions to 
human progress, it should come to the 
conclusion that public distrust of science is 
fuelling religious fundamentalism. It has 
called for a global debate to counter this 
development. While UNESCO’s faith in the 
power of science to stall developments 
which are rooted in the social, economic and 
political developments globally is striking 
what is even more disturbing is that by 
articulating this simplistic relationship, the 
UNESCO attempts to obliterate that it is the 
products of technology and the need to find 
markets for them which have spawned 
directly and indirectly confrontations and 
battles often taken over or made use of by 
forces inimical to human progress, including 
religious fundamentalism. Moreover, these 
forces find sustenance through the use of 
the products of technology, whether it be 
in warfare or in other areas such as 
communications technology. And certainly, 
none of the forces are averse to using the 
products of science and technology to extend 
their hold. 

It is perhaps this same blinkered ap¬ 
proach which colours the UNESCO’s ex¬ 
amination of the issue of women in science. 
Even while it recognises that there is bias 
against women in science and sex- 
discrimination in scientific establish¬ 
ments which operates especially to keep 
women from decision-making roles, there is 
no awareness of the fact of science as a 
body of knowledge which is itself biased. It 
is hardly controversial to point out that in 
many areas science, a social product, has 
been influenced by social biases against 
sex as well as class. Some would point out 
that even the methods of science are flawed 
and are inherently biased, even as they do 
provide the tools to challenge these biases in 
society. Its prescriptions therefore are 
confined to making the science establishment 
. more women-friendly. While opening up 
decision-making jobs for women in science 
might in the long run affect its content for 
posterity, what is urgently needed is a 
rephrasing and reconceptualising of science. 
That the report includes a chapter on ethics 
of science is heartening, but dearly, the idea 
of ethics as a ’frame of reference* for science 
will not help to re-examine the nature of 
science. And if, as the report claims, the need 
of the hour is to reconcile human and scientific 
progress, there is an urgency about opening 
up what has been sacrosanct since the 17th 
century to the critical public gaze of the 20th 
century. 
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Measured by the wholesale price index, the inflation rate in 1995*96 is put at just 4.9 per cent, hut prices of many basic consumption goods showed 
increases ranging from 9 to 50 per cent during the year. As a result, the consumer price indexes-based inflation rate was 7 to 9 per cent during 
April 1995-February 1996. Many major industrial products too showed large price increases. With the rabi output touching 93 inn tonnes, total 
foodgrains production in 1995-96 is estimated at 192.6 mn tonnes and that in 1996*97 has been projected at 198 mn tonnes by the agriculture ministry. 
Output of pulses especially touched a record of 15 mn tonnes in 1995-96 and is projected to rise further to 17 mn tonnes in 1996-97. 

Macroeconomic Indicators 


Latest _ Variation (Per Cent): Foim-to-Point _ 

Cost of Living Indices Month Over Over 12 Months Fiscal Year So Far 1994-95 1993-94 1992-93 1991-92 

Month Latest Previous 1995-96 1994-95 


Industnal Workers (1982= 100) 

3I6 J 

0.3 

8.6 

Urban Non-Man Emp (1984-85=100)* 

258 7 

1.6 

10.3 

Agri Lab (July 60 lo June 61=100) 

I390 3 

().() 

6.8 1 




6.1 

13.9 

6.8 

13.6 

0.7 

21.9 


Money and Banking (Rs crore) 


Over Month 


Fiscal Year So Far 
1995-96 1994-95 


Money Supply (M,) 

587568 

9220(1.6) 

75827(14 8) 

76836(17 7) 

75827(14.8) 

76836(17.7) 

73010(20.2) 

Currency with Public 

120999 

2007(1.7) 

18177(17.7) 

19255 (23 0) 

18177(17.7) 

19255 (23.0) 

14178(20.4) 

Deposits with Banks 

461212 

5642(1.2) 

55365(13 6) 

56375(16.1) 

55365(13.6) 

56375(16.1) 

58246 (20.0) 

Nei Bank Credit to Govt 

254202 

5800(2.3) 

33523 (15 2) 

17004 (8 3) 

33523 (15.2) 

17004(8.3) 

31144(18.1) 

Bank Credit to CoininJ Sector 

331235 

4128(1.3) 

50873(18.1) 

43237(18 2) 

50873(18 1) 

43237 (18.2) 

21797(10.1) 

Net Foreign Exchange Assets 

76645 

765 (1 0) 

4770(6 6) 

22112(44.4) 

4770 (6 6) 

22112(44.4) 

27924 1127 9) 

Reserve Money (March 22, 1996)* 

190882 

4867(2.6) 

5810(3.1) 

3015(1 8) 

16516(9.8) 

31151 (22 7) 

3478 7 (3( 9> 

Net RBI Credit to Centre 

117752 

612(0.5) 

-1471 (-1.2) 

-1530 (-1.5) 

18725 0 8.6) 

2641 (2 7) 

3279(3.5) 

Ad hoc Treasury Bills 32375 

Scheduled Commercial Banks (March 29, 1996) 

-510 

8895 

90 

1750 

6300 

6445 

Deposits 

432345 

17313(4.2) 

14700(3 5) 

20161(5.5) 

50947(13 9) 

51566(16 4) 

47985 08.0) 

Advances 

252 (X) 

6959(2.8) 

4656 (1 9) 

8867(4 4) 

44751 (22.1) 

38275 (23.2) 

13364 I8.K) 

Non Food Advances 

242309 

7751 (3.3) 

5415(2 3) 

9746(5.1) 

47355 (25.0) 

36028(23 5) 

9200164) 

Investments 

164141 

1664(1.0) 

1608(1.0) 

1390(0.9) 

14669(9.9) 

15341 (11.6) 

26978 (25.6) 

I All monetary and banking data presented here are haxed on last Re|H)iiing Friday figi 

arcs 


* Variations for Reserve Money and Scheduled Commercial Banks are for the first week and first fortnight of 1996-97 respectively and the corresponding 
period last year 

Production of major crops 
(Agricultural Year) 

1996-97 1995-96 1994-95 

(Target) (Likely) 

1993 94 1992-93 1991-92 

1990-91 1989-90 1988-89 1987-88 I9K6-87 


Total food groins (mn tns) 

198.0 

192 6 

191.1 

184.3 

179.5 

168.4 

176 4 

171.0 

169 9 

140 4 

143.4 

Khanf 

- 

99.7 

101.0 

100 4 

101 5 

91 6 

99 4 

101.0 

95 6 

74 6 

80,2 

Rabi 

- 

92.9 

90.1 

83 9 

78 0 

76 8 

77 0 

70.0 

74,3 

65 h 

63.2 

Total Rice (inin tns) 

88.0 

8!.() 

81.2 

80.3 

72.9 

74 7 

74.3 

73.6 

70 5 

56 8 

60.6 

Total wheat (inn tns) 

66 0 

66.2 

65.5 

59.8 

57.2 

55 7 

55.1 

49.8 

54.1 

46 2 

44 3 

Total coarse grains (mn tns) 

- 

30.4 

30.4 

30 8 

37.0 

26 0 

32.7 

34.8 

31 5 

26 4 

26 8 

Total pulses (inn ins) 

17.0 

15 0 

14.1 

13.3 

12 8 

120 

14.3 

128 

13 8 

11.0 

117 

Oilseeds (inn tns) 

39 0 

22.9 

21 4 

21 5 

20.1 

18 6 

186 

16.9 

18.0 

12.7 

11 3 

Raw cotton (lakh bales) 

- 

123.0 

121.0 

107.0 

114 0 

97.0 

98.0 

114.0 

87 0 

64 0 

69 0 

Sugarcane (inn tns) 


265.0 

271.2 

229.7 

228.0 

254 0 

241.1 

225,6 

203.0 

196 7 

186 1 

1 Index Numbers of Industrial Weights Nov 

Fiscal Year So Far 


Average for Full Fiscal Years 



Production (1980-81 = 100) 

1995 

1995-96 1994-95 

1994-95 

1993-94 

1992-93 

1991-92 1990-91 

1989-90 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


Capital Market 


BSE Sensitive Index (1978-79=100) 
National Index (1983-84=100) 
BSE-200 < 1989-90=100) 

NSE (Nov 3-21. 1994=100) 
SkindiaGDR Index (April 15, 1994) 


282.8267.3(11.7) 239 4(9.5) 2506(8.4) 231 1(56) 218.9(2.3) 213.9(0.6) 212.6(8.2) 1964(86) 

263.0245.2(8.5) 2260(7.5) 245.8(6.1) 231 2(3 4) 223 7(0.6) 222.5(4.5) 221.2(6.3) 211.6(79) 

278.5260.8(12 5)231.8(10 1) 241.8(8 8) 222 3(5 5) 210.7(2.2) 206 2(-0.8> 207 8(8.9) 190.7(8.6) 

332.0333.5(9 7) 304 1(7.8) 314.6(8.5) 290 0(7 4) 269.9(5.0) 257 0(8.5) 236 8(7.8) 219.7(10 9) 


1996-97 So Far 1995-96 So Far 
Trough Peak Trough Peak 


_ End of Fiscal Year 

1995-96 1994-95 


3488(0.7) 

l599(-5.3) 

360(-6.0) 

83(~0.5) 

82(4.7) 


3343 3465MI.5) 
1550 I688M2.0) 
342 383(-20.3) 
75 83 

78 78 


3367(3 3) 3261 (-13.7) 
!549(-3.5) I606(-I2.2) 


345 (-6.3) 
78(-1.3) 
79(1.3) 


368H8.2) 

79 

78 


3779(65,7) 
1830(79.2) 
450(92 3) 
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Trends in Wholesale Price Index (Base ■ 1981-82 = 100) (Point-to-point) 

Commodities Weight 

I995-96* 

1994-95 

1993-94 

1992-9.3 

1991-92 

1990-91 

1989-90 

1988-89 

All Commodities 100.00 

299.1 (4.9) 

285.2(10.4) 

258.3(10.8) 

233.1 (7.0) 

217.8(13.6) 

191.802.1) 

171.1 (9.1) 

156.9(5.7) 

Primary Articles 

32.30 

308.2(5.5) 

292.0(12.7) 

259.0(11.5) 

232.2(3.0) 

225.4(15.3) 

195.5 07.1) 

166.9 (6.4) 

156.8 (-0.2) 

Food articles 

17.39 

344.2 (9.7) 

313.9(11.9) 

280,4 (4.4) 

268.5 (5.4) 

254.8(20 9) 

210.8 08.9) 

177 3(2.1) 

173.6(3.6) 

Foodgrams 

7.92 

323.8 (6 5) 

303.9(8.6) 

279.9(17.4) 

238.5 (-1.9) 

243.2 (24 0) 

196.1 (22 7) 

159.8 (-3.4) 

165.5 (9.5) 

Cereals 

6.82 

308.5 (5.0) 

293.9 (8.4) 

271.1 (15.4) 

235.0 (-2.7) 

241 6 (26.9) 

190.4(25.3) 

151.9 (-6.2) 

161.9 (9.2) 

Pulses 

1.09 

419 3(14.4) 

366.6(9.5) 

334.9 (28.7) 

260.2 (2.7) 

253 4 (9.4) 

231.6(10.8) 

209.0 01.2) 

187.9(11.1) 

Vegetables 

1.29 

309.4(11.6) 

277*2 (10.9) 

250.0(3 3) 

242.1 (15.5) 

209.7 (7.2) 

195.7 07.7) 

166.3(19.5) 

139.201,1) 

Fruits 

2.80 

351 8 <31.4) 

267 8(10.4) 242.6 (-13 3) 

279.8 (7.5) 

260.2(24.1) 

209 7 (25.0) 

167.7 (-2.4) 171.8 (-18.6) 

Milk 

1.96 

315 5(3.0) 

306.4(7.9) 

283.9 (3.5) 

274.3 (9.6) 

250.2 03.7) 

220 1 (8 9) 

202.2 (4.5) 

193.5(15.9) 

Eggs, fish and meat 

1.78 

400.9 (3.5) 

387.2(19.8) 

323.2(18 4) 

272.9(17.1) 

233.1 06.3) 

200.4 (10.5) 

181.4(6.3) 

170.7 (4.2) 

Condiments and spices 0.95 

467.5(10.9) 

421.4(12 0) 376 4 (-18.8) 

463.5 (3.0) 

450.2 (41.3) 

318.6(32 3) 

240.9 (5.4) 

228 5 (-8.6) 

Other food articles 

0.69 

377 8 (2 8) 

367 5 (49 8) 245.3 (-23.7) 

321 6(27.9) 

251.5 (-4 9) 

264.6 (-2 01 

269.9 (26.1) 

214.1 (35.9) 

Non-food articles 

10.08 

319 2 (-1.4) 

323.6(15.5) 

280.2 (24 9) 

224.4 (-1 4) 

227 6(8 1) 

210 5 09 3) 

176.4 0 3.4) 

155.6 (-7,0) 

Fibres 

1 79 340.0 (-17 7) 

4129(9.1) 

378.5 (83 4)206 4 (-10.5) 

230.5 0 4 4) 

201.5(24 5) 

161.9 (-4.0) 

168.6(12.0) 

Oilseeds 

3.86 

285 0 (0.2) 

284 5(23.2) 

231.0(14 1) 

202.4 (-8.7) 

221 7 <4 7) 

211.8(26 6) 

167.3 (27.4)131.3 (-23.3) 

Other non-food articles 4.43 

340.6 (5.9) 

321 5(13 5) 

283.3 (13.0) 

250.8 (8.3) 

231.6(8 7) 

213.1 02 0) 

190.3 (11.0) 

171.5(0,4) 

Minerals 

4.83 

155.315 6) 

147.0(6 5) 

138.0(17 0) 

117 9(2.8) 

114,7(5 2) 

109.0 (-0 5) 

109.5(10.8) 

98.8(0 4) 

Metallic minerals 

023 

427.3 (29.8) 

329.1 (22 4) 

268.9(8 91 

247.0(24.7) 

198 0(20 I) 

164.8(0 0) 

164.8(3 6) 

15y 1 (0.8) 

Other minerals 

0.32 

293.3 <22.6) 

239.2(3.5) 

231.0(5 7) 

218.6 (-5.5) 

231.3 (19 0) 

194.3 (-1 2) 

196.6 (4.5) 

188.1 (18 8) 

Petroleum crude 

4.27 

130 2(0 0) 

130.2(5.1) 

123.9(19 9) 

103.3(1 9) 

101 4(19) 

99.5 (-0.4) 

99.9 02 5) 

88.8 (-2 1) 

Fuel, power, light and 










luhi it ants 

10 66 

286 1 (0 5) 

284.7(2 4) 

278 0(13 1) 

245 9(15.2) 

213 5(13 2) 

188.6 04 4) 

164.9 (6 3) 

155.2(5.1) 

Coal mining 

1 26 

368 6 (0 2) 

367 8(5 2) 

349.6 (4 6) 

334.2 (12 7) 

296.5 (27.4) 

232 7 (0 1) 

232.6(0 4) 

231 6025) 

Mmeial oils 

6.66 

237.4(0 9) 

235.3 (-0 1) 

2.35 6(6 7) 

220.8(18 8) 

185.8(9 2) 

170 1 (20.6) 

141.1 (9 1) 

1293(1 1) 

Electric n\ 

2 74 

366.8(0 0) 

366 8(5 3) 

348.4(30.7) 

266.5 (9 8) 

2427 03 7) 

21.3,4 01 4) 

191.6(4 7) 

183 0(8.3) 

Manufactured products 

57.04 

296.4 (3.3) 

281.4 (107) 

254.2 (9 9) 

231 2(7 9) 

214 3 02 6) 

190 3(8 9) 

174 7 01 1) 

157 2(9 2) 

Food products 

10 14 

272 5 (0.0) 

272 5(8 1) 

252.1 (12.3) 

224 4 (6 8) 

210 2 00 2) 

190.8 0 3 2) 

168.6(12.9) 

149 4(5.6) 

Daily products 

0 64 

324.8(4 3) 

311 3(20.6) 

258 1 (2 2) 

252 5 (-3 1) 

260 7(30.0) 

200.6 (8.8) 

184.4(2 5) 

179.9(13 0) 

Grain mill products 

1.53 

291.2(3 4) 

281.7 (5 3) 

267.5 (9 3) 

244,8(3 3) 

236 9 0 9.7) 

197 9(13 0) 

175 2(4.5) 

167.6 (22 4; 

Baker> products 

0.24 

279,7(9 4) 

255 7(3.2) 

247 7 (6 5) 

232.5 (2 1) 

227 7 (29.2) 

176.3(12 2) 

157 1 (0 4) 

156 4(8.9) 

Sugar, Vhandsan, gur 

4 06 

225.2 ( 4 6) 

236 0 (-2.2) 

241 4(21 4j 

198 8(27 9) 

155 4 (5 5/ 

147 3(0 1) 

147203.1) 

130.2 03.1) 

Salt 

0 04544 7(110 1) 

259 t (9.6) 

236.5(2.1) 

231.7 (5 2) 

220.2(25.0) 

176.1 (11.8) 

157.5 (18.8) 

132 6(22 6) 

Edible oils 

2.45 

295 9(1 4) 

300 0(18 3) 

25.3 6 (6 3) 

218.6 (-7.1) 

256 7 0 9) 

251.8(32 7) 

189 8 07.2) 

162.0 (-7 4) 

Tea and col lee 










processing 

0.24 

482 5(3 4) 

460 6 (47 6) 

316.2(4 7) 

302.1 (-1,0) 

305 2 (4 8) 

291 3(22 9) 

237 0(41.2) 

167.8(1.1) 

Beverages, tobacco and 










tobacco products 

2 15 

376 4 (5.S) 

356.9(12 5i 

317 3(7.0) 

296.5(4.1) 

284 8 (15 5) 

246 6 00.8) 

222 6(20.4) 

184.9 06 0) 

Soft drinks 

0 07 

40(9(6.3) 

380.1 (-1 6) 

386 4(23 2) 

313 7(9.3) 

287.1 0 2 0) 

256.4 (24.0) 

206.7(1 6) 

203.4 (5.7) 

Mfg ol bidi. cigarettes 










tobacco and ^arda 

1 93 

380 4 (6 2) 

358 1 (10 6) 

323 7(6 2) 

304.7(3 9) 

293 3 06.3) 

252.2 00 6) 

228.1 (21 9) 

187.1 (17 5) 

Textiles 

11 55 

300 7 18 h 

278 1 (14.2) 

243.5 (16 8) 

208 5 (5.5) 

197 7 H 1.3) 

177 7 (5 3) 

1688(17 1) 

144.2(7 1) 

Cotton textiles 

6 09 

323 7(5.5) 

306.9(14 5) 

268.0(20.7) 

222 1 (5.5) 

210 5 06.0) 

181.5(6.5) 

170.4(16.6) 

146 1 (8 2) 

Cotton yarn 

1.23 

380 3 (-8 0) 

413.3(16 9) 

353 6(41 0) 

250.7 (-1.2) 

253.7 (28 9) 

196.8(2 2) 

192501.8) 

172.2(9 6) 

Cotton cloth 










Mills 

3.16 

305 8 (0.9) 

29 i 6(20.8) 

24I.3U7 3) 

205.7 (4.3) 

197 3 07 5) 

167 9(9 5) 

153 3( 1 3 8) 

134 7(6 7) 

Powerlooin 

0.91 

250 7 (-1 7) 

255 1(16) 

251 2(0 8) 

249.2(26.6) 

196 9 0 8) 

193.5 (9.9) 

176.1 (23.8) 

142.2 (20.3) 

Handloom 

0.74 

386 9(51 6) 

255.2(0.0) 

255.2(17 8) 

216.6(0 0) 

216 6(7.4) 

201.6(0 0) 

201.6 129.2) 

1560(14 3) 

Jute textiles 

0.69 

528.0(37.8) 

383 1 (11.2) 

344 6(22 4) 

281.5 (-0.4) 

282.6 ( 5 7) 

299.6 (5 3) 

284 4(36 1) 

208.9(22.0) 

Wood and wood products 

1.20 

445.8(3.8) 

429 5 (6.3) 

404 2(17 1) 

345.1 (63.6) 

211 0(32 5) 

159.3(0 3) 

158.8(1.5) 

156.5(0.4) 

Papei and paper products 

1 99 

581.6(11 1) 

343 5(2.9) 

333 9(2 8) 

324.9(8 1) 

300 5 (27.7) 

235.3(10 7) 

212.6 00.5) 

192.4 (8 8) 

Leather and leather prod 

1 02 

279.2(2 7) 

271.9(80) 

251 8(7 4) 

234.5 (2.7) 

228 4 1-OK) 

230.3 04 9) 

200.4 (16.9) 

171.5(7.3) 

R ubber and plastic prod 

1 59 

240 1 (7 8) 

222.7(16 7) 

190 91! 3) 

188.5(3.4) 

182.3 00 1) 

165.6 0 7) 

1628(4 1) 

156.4(0.4) 

Chemical and chemical 










products 

7.36 

256.3 (5.2) 

24.1.7 (12.9) 

215 8(7.6) 

200.5 112.8) 

177 8 0 5.5) 

154 0(7.3) 

143.5 (4 8) 

136 9(2 7) 

Inorganic chemicals 

0.76 

390.8 (10 5) 

353.6 (23 0) 

287.5(12 4) 

255.7 (10.6) 

231 103 8) 

203 0 05.9) 

175.1 (8.4) 

161.5(12.0) 

Organic chemicals 

0.45 

152.2 (-9.0) 

167.2 (30.3) 

128.3(0 3) 

127 9(0.9) 

126.8 00 5) 

114 7(4 4) 

109.9 0.5) 

108 3(2.1) 

Fertilisers 

1.74 

212.5(5.1) 

202.2(12.5) 

179 8 (- 1 2) 

181 9(42.6) 

*27 6 (28 8) 

99.1 (0.0) 

99.1 (0 0) 

99.1 (-5.3) 

Drugs and medicines 

1 07 

241.8(7.0) 

226 0(16 0) 

194 8 (12 2) 

173 6(4.7) 

165.8 (8 3) 

153 1 (3.8) 

147 5(6.6) 

138.4 (5.5) 

Soaps and detergents 

0.88 

255 4(7.1) 

238 4(12 8) 

211 4(4 0) 

203 3 (4.7) 

194 107 6) 

165.0(5.6) 

156.2(2 2) 

152 9 (-1.9) 

Non-inetallic mineral 










products 

2.45 

325.0(12 7) 

288.3(9.1) 

264.2(11.6) 

236.7 (3.0) 

229 7(16 8) 

196.7 00 9) 

177.3 0 2.1) 

158 1 (8.4) 

Cement 

0.86 

389 6(48.2) 

262.8 (24.6) 

210.9(0.7) 

209.4 (-3 5) 

217 1 07.4) 

1850(14,1) 

162.2 0 4.9) 

141.2(11.2) 

Basic metal, alloys and 










metal products 

7.63 

333.4(5.1) 

317.1 (10 7' 

286.5 (8.2) 

264 9 (9.6) 

241 7<6 0) 

228.1 (8.7) 

209.8 (y.2) 

192.1 (19.4) 

Basic metals and alloys 4.78 

313.6 (4.2) 

300.9 (10.5; 

272.4 (8 9) 

250 2 0 0 6) 

226 2(5.5) 

214.5(6.7) 

201.0(8 5) 

185 3(129) 

Iron and steel 

2.44 

296.2 (4.8) 

282.6 (8.0) 

261.6(8 0) 

242 3 02 2) 

216 0(4.5) 

206,7 (6 0) 

195.0(11.8) 

174.4 00.4) 

Ferro alloys 

0.20 

390.1 (7.5) 

362.9(39.2) 

260.7(1 3) 

257.4 (9 7) 

234 6 (5 2) 

223.0(6 2) 

2100(4 5) 

201.0(24 4) 

Non-ferrous metals 

1.03 

401.5(5.9) 

379.0 (20.6) 

314.3(4 6) 

3<X).4 (6 8) 

281 2(6 7) 

263.5(8.0) 

244.0(4 1) 

234.3 (37.3) 

Aluminium 

0.45 

396.4(13.3) 

349.8 (20,5) 

290 4 (15.8) 

250.8 (8.5) 

231.2(1 9) 

226.8(5.7) 

214.6(2.6) 

209 1 (37.2) 

Other nun-ferrous 










metals 

0.57 

405.5 (0.8) 

402.3 (20.7) 

333.3 (-1.9) 

339 8(5.9) 

.320.9 (9.7) 

292.6 (9.4) 

267 4(5 2) 

254.3 O 1 

Metal products 

1.82 

347.2 (7.0) 

324.6(5 5) 

307.7(8 5) 

283.5 (9.0) 

260.1 (6 7) 

243 7 0 4.1) 

213.504 7) 

186.2(26.5) 

Machinery and machine 










tools 

6.27 

287.0(4.1) 

275.6(12.8) 

244..3 (4.9) 

232.8 (4.6) 

222.5 07 8) 

188.8(104) 

171 0(8.1) 

158.2 04.2) 

Non-elec machinery 

3.28 

286.5(5.1) 

272.7(8.1) 

252.3(3.2) 

244.5(3.2) 

237.0(18.6) 

199.8 01 2) 

179.7(10 4) 

162 8(15 9) 

Electrical machinery 

2.99 

287.5 (3.1) 

278.8(18.4) 

235.5 (7.1) 

219.9 (6.4) 

206 7 (17.0) 

176 7(9.5) 

161.4(5 4) 

153 1 (12.2) 

Transport equipment 










and parts 

2.71 

259.9 (5.9) 

245.4(7.1) 

229 1 (5.4) 

217.4 (2.5) 

212.1 01.2) 

190.8 (9.5) 

174.2(10.6) 

157.5(12.2) 

Other misc mfg 

0.97 

170.1 (0.2) 

169.8(2.5) 

165.6 (I7.0i 

141.5(2.8) 

137.7(12.0) 

123.0(4 4) 

117.8(1 2) 

116 4(5 3) 


Variation for 1995-% (ending March 30) is over March 25, 1995. (hus including 53 weeks 
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COMPANIES 


EPW Research Foundation 


SOL PHARMA 

Export Growth 

SOL PHARMA manufacturing bulk drug 
and formulations, closed the financial year 
ended March 1995 with a net sales of Rs 205 
crore, up by 29 per cent from Rs 158 crore 
in the previous year. Total income rose by 
22 per cent from Rs 173 crore to Rs 210 
crore. Interest costs fell by 2 per cent. 
Provision for depreciation and tax rose by 
33 per cent and 148 per cent, respectively, 
doing little harm to thecompany ( s bottoml ine 
which moved to Rs 16 crore, a rise of 84 
per cent from Rs 8 crore recorded in the 
previous year. A dividend of 30 per cent has 
been recommended by the company which 
has a track record of uninterrupted dividend 
payment since inception. 

Manufacturing a wide range of products 
in various therapeutic groups, namely, anti¬ 
bacterials, anti-biotics, anti-asthamatics, anti¬ 
histamines, cardio vascular, analgesics, etc, 
the company's product range includes semi- 
synthetic penicillin bulk drugs, i e, ampicillin, 
amoxycillin and cloxacillin. SOL Pharma is 
one of the largest manufacturers and exporters 
of cloxacillin sodium in the country, a drug 
which has been placed on the list of drugs 
subjected to DPCO 1995. The company has 
been credited with developing the process 
for manufacture of pyrazinamide and 
dicloncfac sodium for the first time in the 
country. The company has manufacturing 
facilities at Jeedimetla for bulk drugs and 
at Nacharam for formulations, both in 
Hyderabad. It also has a modem and versati le 
plant at Bidar in Karnataka to manufacture 
quinolones and other bulk drugs. Standard 
Organics, a group concern, was merged with 
the company in 1994. 

Of the total turnover of the company, the 
contribution by the formulations division 
was at at Rs 77 crore against Rs 57 crore, 
a growth of 34 per cent. The bulk drugs 
division pitched in with Rs 133 crore, up 
from Rs 106 crore, a growth of 26 per cent, 
while exports stood at Rs 83 crore, a growth 
of 33 per cent. Export of bulk drugs rose 
by 17 per cent. The growth of formulation 
exports was over 100 per cent for the second 
year in succession. The company exported 
formulations to markets in South East Asia, 
Africa and Europe. The company has been 
conferred the status of an export house. It 
has targeted a turnover of Rs 300 crore with 
an export growth of 40 per cent for the 
current year. 

SOL Pharma acquired a 40 per cent stake 
in Grupo Industries as a joint venture where 
SOL Pharma is to provide technology for 
introducing new formulations. SOL would 


also supply raw material to the Grupo 
Industries. The joint venture would give the 
company access to the north and south 
American countries. Another of SOL’s move 
involves a joint venture with a company in 
Vietnam. With this tie-up SOL Pharma 
expects to make a foray into Thailand, 
Malaysia and Indonesia. 

The company has plans to enter the herbal/ 
health care market. Plans are also on to enter 
the dental, ophthalmic and respiratory 
segments. With a view to meeting the 
growing export/domestic market in these 
products, production capabilities of some of 
the drugs, namely, semi synthetic penicillins, 
ranitidine, diclofenac sodium, pentoxifylline 
and pyrazinamide have been increased. An 
MOU was signed with an American 
pharmaceutical company to market its cardiac 
products. The company is planning to start 
some joint ventures abroad. 

1PCA LABORATORIES 

Capacity Expansion 

The largest producer of anti-malanals in the 
country, IPCA Laboratories manufactures 
speciality formulations like anti-emetics, 
anti-hypertensives and anti-biotics besides 
bulk drugs, drug intermediates, generic 
formulations and hospital products. Its 
strategy of backward integration to bulk 
drugs and intermediates has resulted in 
economies of scale. 

1PCA has its plants operating at Kandivli 
in Maharashtra and Sidhpur in Gujarat. The 
company’s anti-malarial drug chioroquinc 
phosphate with its formulation Lariago 
commands a significant share of the market. 
Its main competitors are Bayer, Parke Davis 
and Ranbaxy. Though 35 per cent of the 
company’s formulation sale is accounted for 
by Lariago, three other formulations 
manufactured by IPCA are in the top three 
position in their respective segments and 
contribute nearly 33 per cent of IPCA’s 
formulation sales. 

The company closed the year ended March 
1995 with a sales turnover of Rs 185 crore, 
up by 37 per cent from Rs 135 crore recorded 
in the previous year. Total income moved 
up by 41 per cent from Rs 137 crore to 
Rs 193 crore. Interest cost was down by 38 
per cent from Rs 3 crore to Rs 2 crore. 
Provision for depreciation and tax increased 
by 59 percent and 27 per cent, respectively, 
doing little harm to the bottomline and the 
company notched up a net profit of Rs 19 
crore, up by 78 per cent from Rs 10 crore 
recorded in the previous year. A dividend 
of 27 per cent has been recommended by 
the directors. 


For the year under review, the company 
touched a capacity utilisation of 68 per cent 
for orals and liquids, 91 per cent from 
injcctablcs and 84 per cent for basic drugs 
and intermediates. Sales of domestic 
formulations grew by 26 per cent to Rs 95 
crore against Rs 76 crore in the previous 
year. Domestic bulk drug sales grew by 88 
per cent to Rs 23 crore against Rs 12 crore 
in the previous year. Overall domestic 
business grew by 35 per cent compared to 
the previous year. Domestic sales reached 
Rs 123 crore compared to Rs 91 crore in 
the previous year. 

Export sales during the year amounted to 
Rs 69 crore registering an increase of 40 pei 
cent over the previous year’s export sales 
of Rs 49 crorc.IPCA exports speciality 
formulations under its own brand to Sri 
Lanka, Thailand, South Africa Mauritius 
and Russia and is moving to other CIS 
countries. The company expects the export 
income to climb to around Rs 100 crore in 
the current year. 

During the year under review, the company 
purchased a running bulk drugs unit at 
Indore with a capacity to produce 100 tpa 
of antimalana) drugs, chloroquine and 
amodiaquinc, and 24 tpa of probenecid. The 
company completed in June 1995, an 
expansion-cum-modemisation of this unit. 
Consequently the installed capacity of this 
unit has been increased to 240 tpa. Besides 
this the company also purchased in October 
1994 an export-oriented psyllium husk 
manufacturing unit at Sidhpur, Gujarat 
which contributed an export turnover ol: 
Rs8.5I crore during its five months ol 1 
operations during 1994-95. It also expanded | 
its bulk drug manufacturing capacity a( | 
Ratlam to 500 tpa. For substantial energy 
conservation and better solvent recovery 
of high purity levels, the company installed 
in this unit a modern automatic solvent 
recovery plant based on membrane tech¬ 
nology. The company is to commission a 
new formulations at Athal near Silvassa in 
August this year. 

In 1994-95 the company spent Rs 3.09 
crore on R and D, 1.61 per cent of the total 
turnover against 1.19 percent in the previous 
year. The company is on the verge ol . 
introducing a new antibiotic malarial drug. 
Arthmeter, in association with Central Drug 
Research Institute. 

According to the latest half-yearly results 
just dedared, IPCA has turned in a sales 
turnover of Rs 1 11 crore compared to Rs 91 
crore for the same period in the previous 
year. While turnover has increased the 
company has reported 9 lower net profit ot 
Rs 9 crore compared to Rs 11 crore last year 
which is mainly due to the higher outgo ou 
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Financial Indicators 

SOL Pharma 

1PCA 

Laboratories 

Herdillia 

Chemicals 

March 

1995 

March 

1994 

March 

1995 

March 

1994 

March 

1995 

March 

1994 

Income/appropriations 

1 Net sales 

20473 

15840 

18505 

13469 

15754 

12630 

2 Value of production 

20972 

17187 

19177 

13699 

15732 

I2(N7 

3 Other Income 

27 

80 

118 


394 

205 

4 Total income 

20999 

17267 

19295 

13701 

16126 

12302 

5 Raw mutenals/siores and 

spares consumed 

12809 

10561 

11788 

8672 

8583 

6899 

6 Other manufacturing expenses 

620 

1419 

409 

277 

1806 

1625 

7 Remuneration to employees 

1338 

990 

1223 

932 

1428 

1226 

8 Other expenses 

3216 

1938 

3129 

2030 

2216 

979 

9 Operating profit 

3016 

2359 

2746 

1790 

209.3 

1573 

10 1 merest 

1298 

1325 

196 

317 

913 

8.35 

11 <iros s profit 

1959 

1104 

2562 

1503 

1.398 

787 

12 Depreciation 

273 

205 

294 

185 

309 

258 

13 Projit be fort tu\ 

1686 

899 

2204 

1318 

1073 

514 

14 Tax provision 

129 

52 

350 

275 

150 

0 

1 * Profit after tax 

1557 

847 

1854 

1043 

92.3 

514 

lb Dividends 

382 

213 

332 

227 

221 

184 

17 Retained profit 

1175 

634 

1522 

816 

702 

V30 

l,iuliilities/iiv»cts 

18 Paid-up capital 

1217 

1027 

1249 

923 

735 

735 

19 Reserves and surplus 

7864 

5359 

9083 

559.3 

6418 

5712 

20 Long-term loans 

1402 

1772 

3273 

3112 

4679 

3507 

21 Short-ierm loans 

8064 

5157 

MX) 

710 

2892 

1662 

22 Ot which hank borrowings 

6969 

5088 

0 

700 

1960 

698 

2* Gross fixed asscis 

6916 

5544 

8542 

5254 

11653 

II122 

24 Accuiiiiiluicd depiecialion 

1604 

1330 

1248 

8X3 

5646 

5455 

?.' tnu'iiinncv 

7554 

5705 

5493 

3404 

2231 

1600 

26 final assets/liiihilmcs 

23007 

16818 

16789 

72369 

18055 

13935 

Miscellaneous items 

27 Excise duly 

549 

517 

520 

540 

2183 

2670 

28 Gross\aluc added 

4945 

3618 

3990 

2892 

3736 

2737 

2 if Toiul foreign exchange income 

7157 

5714 

6427 

4475 

9.32 

298 

10 Total foreign exchange outgo 

7039 

5146 

4220 

1578 

3122 

1959 

Key financial and performance ratios 

31 Turnover ratio 

isales to loud assets) (9f ) 

89 0 

94 2 

110.2 

186 

87 3 

90 6 

12 Sales lo total net assets 1 %) 

110 3 

119 0 

135 0 

130 4 

107 0 

108 7 

33 Gross value added lo 

gioss fixed assets t%) 

71.5 

65 3 

46 7 

55 0 

32.1 

24.6 

34 kciurii on mvesimeni 

igross profit lo tola! assets) <%) 

8 5 

66 

15 3 

2.1 

77 

5 6 

^ Gross prolu lo sales 

igross margin* < ) 

9.6 

7 0 

118 

II 2 

89 

62 

3b Opei at mg pi ofil to sales (%) 

147 

149 

14,8 

13.3 

13. i 

12 5 

3 7 Profit hcioic tax to sales {%) 

8.2 

5.7 

11.9 

9 8 

6.8 

4 1 

38 Tax pros is ion to 

profit belotc lax 1%) 

7.7 

5.8 

15.9 

20 9 

14.0 

0.0 

3V Profit after tax to net worth 

lreturn on equity) (%) 

17 1 

13.3 

17.9 

16 0 

12.9 

8 0 

40 Dividend i%) 

30.00 

30.00 • 

27'(K> 

25(H) 

30.00 

25.00 

41 Earning pci share (Rs) 

12.59 

8.25 

14.84 

11.30 

12 56 

6 99 

42 Book value per share (Rs) 

73.6 

62.2 

82.7 

70 5 

97.3 

87 7 

43 P/E ratio (based on latest and 

corresponding last year’s price) 

5.5 

19.6 

12.1 

0 0 

4.4 

12.2 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

15.4 

27.7 

31.7 

47 8 

65.4 

54.4 

45 Short-term hank borrowings 

to inventories (%) 

92.3 

89.2 

0.0 

20 6 

87.9 

43.6 

46 Sundry creditors to 

sundry debtors (%) 

73.7 

113.5 

35.6 

37.0 

43.8 

42.9 

47 Total remuneration to employees 
to gross value added (%) 

27.1 

27.4 

30.7 

32.2 

oc 

44.8 

48 Total remuneration to employees 

to value of production (%) 

6.4 

5.8 

6.4 

6.8 

9.1 

10.1 

49 Gross fixed assets 

formation <%) 

24.7 


62.6 


4.8 

_ 

50 Growth in inventories (%) 

32.41 ‘ 

- 

61.37 

■ 

39.44 

-- 


account of interest costs. However with the 
increased capacity of bulk drug und 
formulation plant set to increase the turnover 
from the second ha) f ofl995-96, the company 
is expected to record a substantial increase 
in its profit for the full year 1995-96. 

HERDILL1A CHEMICALS 


New Petrochemicals 
Complex 

Beginning with the production of phenol in 
the late 1960s, HerdilliaChemicals.a Duncan 
Goenka company today produces a diverse 
range of product* including cumene, 
phenol, acetone, phthalic anhydride (PAN), 
alkyl phenols, diphenyl oxide, i&ophorene 
and iso-butyl benzene at its plant in New 
Mumbai. 

The company closed the year ended 
March 1995 with a sales turnover of Rs 158 
crore, up by 25 per cent from Rs 126 crore 
recorded in the previous year. Other income 
moved up from Rs 2 crore to Rs 4 crore. 
Total income moved up by 31 per cent from 
Rs 123 crore to Rs 161 crore. Interest cost 
rose by 9 percent. Provision for depreciation 
rose by 20 per cent. The company made a 
tax provision of Rs 2 crore against zero tax 
provision in the previous year. Net profit 
rose from Rs 9 crore, a nse of 80 per cent 
from Rs 5 crore in the previous year. 
Dividend payment has been stepped up from 
25 per cent to 30 per cent 

Over the last decade the company has 
introduced a number of products based on 
recovery of speciality chemicals from waste 
streams and added value to its existing 
products entirely through in-house techno¬ 
logy development. The company pioneered 
the production of isobutyl benzene (IBB) 
and diphenyl oxide t DPO) by using environ¬ 
ment friendly and clean technologies 
developed in-house. 

Exports trebled to Rs 9 crore for the year 
under review. The company has been able 
to penetrate new markets in the Asia Pacific 
region. Identifying expons as the future thrust 
area, the company has set an export target 
of Rs 26 crore for 1995-96. 

The company plans to set up a multi¬ 
product perfumery chemicals plant at its 
existing site at New Mumbai at a cost of 
Rs 25 crore. It has also tied up with ABB- 
Lummus Global, the IJS-based engineering 
and construction company, to set up a Rs 550 
crore greenfield petrochemical complex at 
Dahej in Gujarat. The complex, to go on 
stream by early 1998, will produce 1.33 lakh 
tonnes per annum (Itpa) of phenol and 6 Itpa 
of acetone. The complex will be the first 
to use the cleavage process developed 
jointly by ABB, GE Plastics and ILLA 
International, a Russian firm. 


Political Weekly April 20-27. 1996 


985 



.m sbl'uljbm. at. m s&. a*: j 


ORUH FOUNDATION 
needs 

CHIEF EXECUTIVE OFFICER 

GRUH FINANCE LIMITED is a housing finance the benefit of rural / urban poor, raise resources from 
company promoted by HDFC with a focus on providing domestic / foreign institutions and ensure that GRUH 
rural households an easy access to credit for housing FOUNDATION is run on sound business principles 
and other purposes. Funds employed by GRUH as a self sustaining organisation. 


FINANCE have reached over Rs. 225 crores over the 


last 7 years. GRUH FINANCE is now expanding its 


activities beyond Gujarat. 


As part of its efforts to satisfy credit needs of the 
households beyond the traditional formal sector who 
do not have easy access to formal financial 
institutions, GRUH FINANCE has sponsored “GRUH 
FOUNDATION* as a non-profit organisation. GRUH 
FOUNDATION thereby proposes to create a linkage 


The incumbent should be in the age group of 
35-45 years with good academic background and 
should have experience of working at the grassroot 
level with NGOs and Community Based 
Organisations engaged in habitat related activities 
amongst the rural / urban poor. He /She should have 
a sound understanding of rural culture, of rural 
economy and rural credit, shouldjbe well versed with 
financial management and be willing to innovate to 
produce results providing a clear direction and 


through an appropriate mechanism between these two leadership to the team. 


sectors on a sustainable basis. 


The selected candidate would be based at 


GRUH FOUNDATION wishes to appoint a Ahmedabad. However, the job would involve extensive 
Chief Executive Officer whose main responsibilities travelling. Remuneration package would be 

would include, inter-alia, to formulate appropriate structured to match the qualification and«perience 


leading policies, carry out research and formulate 


of the successful candidate. 


habitat and infrastructure development projects for Interested candidates may send their resume to : 


a 


The Chairman 

ORUH FINANCE LIMITED 

Ambica House, Bh. C. U. Shah College, 

Ashram Road. Ahmedabad 380 014 

Phone : (079) 6427507, 6563542 Fax : (079) 441084 
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COMMENTARY 


Economic Reforms and the 
External Sector 

Aditya Bhattacharjea 

How accurate is the rosy picture of the economy s external sector 
painted in the Economic Survey 1995-96? 


THE government’s Economic Survey 1995-96 
has been seen in many quarters as an attempt 
to put the best possible gloss on its economic 
record, with an eye to the elections. Instead 
of focusing on the year under review, the 
Survey takes the longer view, looking buck 
over the entire |>eriod of economic reforms 
since 1991. 1'he chapter on the external 
sector is no exception. It claims that the last 
t’i\ e \c.u x have been marked by "a noticeable 
structural change towards a more stable and 
sustainable balance ol payments 4 ’, whose 
“strength anil resilience” is attributed to 
“robust export giowtlf. The country's 
external indebtedness has declined; the 
volatility ol the exchange rale in the l.iiurr 
hall of the year i' downplayed, and is said 
to have resulted m a desirable depicaution 
ol the itipee 

How accurate is this tosy pictuic ol the 
economy's external sector' 1 In ibis 
commentary. I intend to follow the 
instructions ol the Oscar Wilde ehaiactcr 
who wanted her pupil to study political 
economy minus the “chapter on the ball ol 
the Rupee”, in this case not because the saga 
is loo melodramatic, but because it has been 
extensively commented on in these columns, 
most recently by Ghosh, Sen and 
Chandrasekhar Match 2) Lei us begin 
with the trade account 

The Sitivcv claims that the 'robust export 
growth* of the post-relorm period brought 
about a significant increase in the import 
coverage ratio (proportion of imports 
financed by exports), from 52 per cent at 
the beginning and 70 per cent at the end of 
the 1980s. to an average of around 88 per 
cent since 1992-93. Coupled with an 
improvement in invisibles, this brought down 
the current account deficit from over 3 per 
cent in 1990-91 to below 1 per cent in ihc 
last two complete financial years for which 
figures arc available. With accelerating 
imports (credited repeatedly to the recovery 
ol industrial production and investment), 
this is likely to widen to 1.5 per cent in 
1995-96, according to the Survey. 

The figure of 88 per cent for the import 
coverage ratio since i 992-93 - generously 
rounded upward to 90 per cent in the ‘General 
Review' of the opening chapter - is slightly 


misleading, including as it does the 
abnormally high figure of 94.6 per cent for 
1993-94. The ratio in the last two years has 
been around K6 per cent. Trade data from 
the DGCI and S, based on customs returns, 
are also known to underestimate imports 
more than exports. However, there is no 
denying that the situation on this from is tar 
happier than it used to be in the 1980s; the 
three issues 1 intend to examine arc whether 
it can be sustained, what kind ol pattern of 
growth it denotes, and how the trade deficit 
is financed. 

The last three years’ ‘robust export 
growth’, which the Sunrv claims as a success 
of the reforms, coincided with the fastest 
growth ol world trade w itnessed since 1979. 
Consequently, India's share of world exports, 
at 0 b per cent for 1995 according to the 
WTO. is no higher than m the last pre-reform 
year of 1990. Although easier access to 
imported inputs and technology has probably 
improved the efficiency ol Indian industry, 
the strong pull of the domestic market, still 
protected for most consumer goods, seems 
to have dampened exports. It is to be seen 
whcthci export growth icmains robust in the 
face of the slow-down in world trade the 
WTO predicts for 1996. India’s export 
growth has in fact been decelerating since 
the middle oflast veai: the April-Scptember 
period registered an increase of 26.4 percent 
in dollar terms over the corresponding 
period of the previous year; this slowed to 
the 24.2 per cent for April-December reported 
in the Sunvy: and figures for April-February 
1995-96 released recently by the commerce 
ministry show an increase of 21.4 per cent. 
In the slightly longer term, exports are likely 
to be hampered by growing infrastructural 
constraints, with the government’s depleted 
coffers unable to finance investment in power 
and transportation, and private investment 
not making up the slack for several years. 

Imports have continued to grow rapidly. 
Non-POL imports grew by 31.2 per cent in 
the first 11 months of the financial year, 
about the same rate as in the previous year. 
The Survey attributes the rapid growth of 
imports to pent-up demand released by i mport 
liberalisation and the buoyuncy of industrial 
production and exports, and it is optimistic 


that imports will slow-down as the impact 
of trade liberalisation is absorbed. However, 
Prabiijit Sarkar has recently {EPW, March 2) 
shown econometrically that no structural 
break can be found in either India’s export 
growth or trade gap in the post-reform period 
up to August 1995. The most recent trends, 
if anything, show a greater import-intensity 
of production which will further widen the 
trade deficit, if easier credit allows industrial 
growth to pick up trade deficit, if easier 
credit allows industrial growth to pick up 
after the elections. 

Another aspect of the emerging import 
bit) that deserves attention is the growing 
trickle of consumer durables. Two years 
ago. the government introduced freely 
transferable ‘Special Import Licences’, 
allowing trading houses to use part of their 
export revenues to import high-premium 
items from the negative fist, such as large 
screen TV sets and large capacity 
refrigerators. Last year, the commerce 
minister expanded the SIL 'shopping list* 
and also allowed free import on Open General 
Licence (OGL) of what he called 32 items 
of ‘mass consumption* and ‘wage goods’, 
which included personal computers of cif 
value above Rs 1 5 lakh, audio and video 
tapes, diapers, cameras, and gymnasium 
equipment The Survey does not mention 
any of these in its review of policy changes, 
but instead offers such humdrum examples 
as “natural essential oils, instant coffee, refri¬ 
gerated trucks, cranes and utility vehicles” 
- all these categorised as consumer goods! 
It is also coy about identifying any of the 
90 items importable by all persons against 
the tradable SIL, stating only that "these 
cover within them a large variety of consumer 
goods”. Parts, components and spares of 
consumer goods were also made freely 
importable last year without an actual user 
condition. 

This year’s announcement of the annual 
revisions to the import policy was very low- 
key, under the watchful eyes of an Election 
Commission determined to prevent pre-poll 
inducements by the ruling party. Nonetheless, 
a minuscule fraction of the electorate might 
have been enthused by the OGLing* of items 
such as cellular phones, pagers, chair lifts 
and ski-draglines, and food and beverage 
machines. And so that they may enjoy their 
foreign goodies without losing any peace of 
mind, burglar alarms have also been made 
freely importable. (All these, ofcourse, are duti¬ 
able, but the highest rate of customs duty 
had already been brought down to 50 per cent.) 

The more serious issue which these 
revisions raise for the analysis of trade 
statistics is the blurring of the distinction 
between capital and consumer goods. The 
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Purvey would have us believe that the rapidly 
expanding imports of capital goods are a 
sign of industrial dynamism. Imports of 
electrical machinery* in particular surged 
75.6 per cent in the first six months of the 
year under review, as compared to the 
corresponding period of the previous year. 
They seem to have accelerated even further 
in the third quarter, according to preliminary 
figures. However, Chapter 85 of the Indian 
Trade Classification, which deals with 
electrical machinery, is a very mixed hag. 
Between headings 8515 (welding machines) 
and 8532 (capacitors) we find, inter alia : 
hair dryers, microwave ovens, coftee/tea 
makers, toasters, cordless phones, turntables, 
tape recorders, compact disc (CD) players 
and CDs, t wo-in-ones, pagers, TV sets. VCRs 
- and burglar/fire alarms. One finds imports 
under each of these heads in the latest 
available issue of the Monthly Statistics of 
the Foreign Trade of India: Imports, which 
covers only April and May 1995. (This 
publication, it should be noted, does not 
cover passenger baggage.) True, a rough 
calculation shows that all these items add 
up to less than 2 per cent of the total imports 
under Chapter 85. But this was for the first 
two months of the financial year, when the 
ink was barely dry on the new policy on 
consumer goods. Also, (he imports of parts 
and accessories for domestic assembly of 
these items was much higher. Imports under 
ITC heading 8522 for example, which deals 
with parts and accessories lor the audio and 
video apparatus classified under headings 
8519-21. were nearly 10 times as high as 
the import v under those three headings 
themselves, for that matter, one can be sure 
that even many of the independently 
classified items in Chapter 85 - such as the 
welding machines and capacitors - are 
increasingly being imported for the domestic 
production of similar consumer goods. And 
the impact of the new foreign automobile 
models being launched in the Indian market, 
mostly assembled from foreign components, 
is yet to be felt. 

Financing rut Trade Gap 

The widening trade deficit of the past two 
years (las been cushioned by several types 
of inflows. Increased tourism earnings and 
a spurt in private transfer receipts bolstered 
the current account, with the Survey 
attributing the latter to the Incentives of a 
market determined exchange rate*. The major 
development, however, was on the capital 
account, where debt-creating Hows (external 
assistance, NRI deposits and commercial 
borrowing) declined while foreign 
investment (both direct and portfolio) grew 
rapidly. In the S//nw’s assessment, this 
augurs well for the long-term viability of 
India's balance of payments. But is this 
really a welcome trend? Several critics have 


pointed out that mudh of this lnveatmenf 
is mu for financing capacity expansion, but 
rather (like the spurt in private transfers) for 
bringing back funds earlier taken out illegally, 
or for financial speculation, paying off high- 
cost domestic debt, increasing the foreign 
equity stake in the erstwhile FERA 
companies, or taking over domestic firms. 
In these cases foreign investment is not 
necessarily going lo yield higher output, 
much less the exports to cover the repatriation 
of profits. 

Hiere is merit in these arguments, but they 
are not conclusive. Much depends on the 
end-use of the foreign funds, which might 
well end up stimulating output or investment. 
There is also a possibility (in the last two 
cases) of technology and managerial skills 
being more readily transferred when ihc 
foreign firm has a controlling interest. This 
might yet promote investment and output, 
both in the target firms and others through 
various kinds of spillovers. And few 
economists today would insist that foreign 
investment directly produce the exports 
needed lo finance the return How of profits 
and royalties. Investment in infrastructure, 
for example, produces output that is 
inherently non-lradable. but is vital to expand 
production of both exportables and import- 
substitutes. 

Nonetheless, the problem of financing the 
return flow on foreign investment cannot he 
elided simply by contrasting it with debt 
servicing. Even if. unlike interest on debt, 
profits are repatriated only if profits are 
made, there is a similar ‘transfer problem' 
in generating the requisite foreign exchange. 
Balance of payments data in one of the 
Survey *s appendix tables provides evidence 
of the magnitude of the problem: even though 
debt service payments have declined steadily 
since 1989-90, other payments under the 
head Investment Income' shot up from 
$ 281 million in that year to around S 1.400 
million a year in the subsequent three years. 
This dollar figure is moderated by the 
depreciation of the rupee in the same period. 
In local currency, these payments rose from 
Rs 467 crore in 1989-90 lo Rs 2,435 crorc, 
Rs 3,593 crorc and Rs 4,112 crore in the 
subsequent three years for which figures arc 
provided - and the annual inflow of foreign 
capital, as.another tabic shows, increased 
ten-fold after that. The problem will build 
up as this starts yielding profits. As the 
recent dissensions within the country's 
leading chambers of commerce have shown, 
foreign investment has begun to encroach 
on the more profitable preserves of Indian 
business. 

Di jit: On of tw Woods? 

In the last two years, India's external debt 
in constant exchange rates decreased 
significantly, dedan s tin Survey. In rupee 


terms, wfeieli give a lyvoine' acicuniimBr % 

of the burden of the debt, it Is another story: 
the debt has more than doubled since March 
1991. Nonetheless, the Survey expresses 
legitimate satisfaction over the decline in 
India's debt/GNP ratio since the onset of 
reforms, and emphasises that a much higher 
proportion of our debt is concessional and 
long term, as compared to most other 
developing countries. However, striking an 
uncharacteristically cautious note, the Survey 
admits that the ‘'high level of external debt 
is a matter of continuous concern lor the 
government”. The debt service ratio in parti¬ 
cular "remains high by international stan¬ 
dards". (Curiously, at diflerent pages and in 
different tables, the ratio lor 1993-94 is 
reported as 25.1 per cent of both exports of 
goods and services and of current receipts, 
although the latter denominator is obviously 
much larger.) 

A fuller assessment of this concern would 
be possible if (he government would go 
beyond reporting (he aggregate debt ratios, 
to the maturity structure. According to news 
reports, there is to be a projected bunching 
ol debt service obligations over the next two 
years. It is also being anticipated that the 
sagging rupee will discourage banks horn 
renewing deposits under the FCNRtli) 
scheme, under which they bear the exchange 
risk. And if, in addition, the current account 
continues to deteriorate due to growing 
imports and rising payments on account of 
investment income, comhined with 
decelerating export growth; i! political 
uncertainty causes fresh foreign investment 
to taper off (and some ot the portfolio 
investments to be repatriated as their lock- 
in periods expire); then the external sector 
could well belie the optimistic assessments 
of the authors of the Economic Survey . In 
that case, one can he sure that the majority 
of the population who were never invited 
to the great globalisation party will he asked 
to pay the bills. 

What this commentary shows, however, 
is that many of the arguments regarding 
external sector developments need rather 
more empirical research. Comparing the last 
two years with the crisis year of 1991-92, 
as the Survey does repeatedly, will obviously 
give one a favourable impression ol the 
reforms. On the other hand, comparing the 
last five years (which included two years of 
austerity measures) against the last five years 
of the 1980s, which some critics have taken 
to doing, is equally misleading: the rapid 
growth during 1985-90 was spurred by fiscal 
profligacy and fuelled by debt, and hence 
not sustainable. We need to know more 
about the import-intensity of Indian industry, 
the consumer durables hidden away in the 
import figures, the end use of foreign equity 
investments, and the actual costs and benefits 
of foreign direct investment. 
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Radical in Her Own Manner 

Ashok Mitra 


Kanta Ranadive, who passed away in Bombay on April 15, was not a 
natural joiner, but this did not subdue the thrust and explicitness of her 
views on life and society . She reached to her Marxism along her private p 
route , propelled by her scientific explorations . Her path-breaking work 
on income distribution retains a distinctiveness of its own . And while 
her circumstances prevented her from participating in more active 
forms of social protest , she made her contributions in her quiet way. 


ONE has reached a phase of life where 
unhappy tidings have to be accepted as 
matters of course. Friends in one’s age- 
group keepdeparting at regular, and irregular, 
intervals. The occasion next time, there is 
a flickei of hope, could be one’s own. When 
it turns out to be otherwise, a feeling of near- 
resentment wells up inside against col leagues 
and comrades who have succeeded in giving 
the slip. This dull anger has an objective 
base: each death within the proximate circle 
increases one’s sense of isolation - and 
vulnerability. Kama Ranadive’s passing has 
removed another of the accustomed co¬ 
ordinates of living for her friends; the rest 
of the passage is going to be even lonelier 
for each of them. 

Is it not strange that two of the country's 
most outstanding economists of the 
generation, both belonging to the other 
gender, had to die so close to one other? 
True, despite temperamental differences, they 
shared a common sky ; but that had nothing 
to do with the commonality of their gender. 
In fact, the very reference to gender is an 
affront. Both of them had rich, sensitive, 
overpowering minds and deep ideological 
convictions. Such convictions they did not 
begin with, but arrived at. To both Kanta 
and Krishna, economics was a serious 
avocation: hunches and hypotheses needed 
to be chiselled with the help of available 
analytical tools and tested in terms of criteria 
which brooked no compromise; sometimes 
it was essential to introduce new tools or new 
frameworks of analysis too, as well as such 
criteria had to be set as were not familiar 
earlier. The coincidence once more: Kama 
and Krishna both arrived at their ideology 
because they were propelled to it by their 
scientific explorations. Not that only the 
mind, and not the heart, had its reason: the 
truth they were driven to was the outcome 
( Of the fusion of their analytical perceptions 
'with their emotional stirrings. Both opted 
for the radical path because the economics 
they cultivated left them with no choice; this 
was quite apart from the passion for fellow 
beings they nurtured within. 

Kanta Ranadive was a fiercely private 
person. Her long bout with illness made Mr • 


even more of a recluse. She was, besides, 
not a natural joiner. This did not subdue 
either the thrust or the explicitness of her 
views on life and society. She formed her 
judgment on the social and economic 
processes at work in her own manner. Once 
crystallised, her convictions were sol id rock, 
for they were buttressed by both deductive 
reasoning and inducth c inferences. Her path¬ 
breaking work on the structure of income 
distribution is not much referred to these 
days. But it retains a distinctiveness of its 
own, and a clarity too. Hcrempirical findings 
led her to one or two important theorems 
on the nature of social exploitation and 
income inequalities which were close to 
standard Marxist formulations. She, in other 
words, reached to her Marxism along her 
private route. This Marxism was nonethe¬ 
less tough as toughness could be. Not 
surprisingly, while she commanded respect, 
the distance between her and the academic 
crowd in her immediate vicinity grew and 
grew. Some amongst the latter, green with 
envy and perhaps a little fearful of her 
brilliance too. went to the length of 
constructing a conspiracy theory: because 
vigilance had slackened, a Marxist in the 
garb of a conventional economist could 
infiltrate into the ranks of respectability. 

Stranded in their moorings, such specimens 
had good reason to holler. Kanta could not 
care less for such silly cacophony though. 
She drew sustenance from her ardent, close 
circle of students. The students became 
intellectual as well as ideological comrades. 
Her circumstances would prevent her from 
participating in more active forms of social 
protest. In her quiet way, she, however, 
made her contributions; offering shelter to 
radicals hunted by the police; advice and 
counsel at times when these were badly 
needed; arranging funds for causes she 
deeply, albeit unobtrusively, believed in. 

Her health had been deteriorating rapidly, 
and the last few years were full of pain and 
suffering. The suffering must have been 
exacerbated by the vulgar celebrations 
indulged in by the motley crowd of 
liberalisation lovers; right or wrong, the 
latter assumed that their kingdom had come. 


A counter-revolution was on; she did not 
possess even the physical stamina to place 
on record her feeling of distaste at what was 
overtaking the country: particularly galling 
must have been the spectacle of colleagues 
from her profession, always a cringing sect, 
trooping in into the establishment camp and 
composing glib, thoughtless paeans of praise 
for a globalised, class exploitation-riven 
India. This sect, true to the principles of the 
free market, were merely attempting to 
maximise their mundane rate of return. Such 
degeneracy was still degeneracy of the human 
condition, and must have depressed Kanta 
beyond measure. Too few were around to 
cheer her up. But her toughness withstood 
the lest; aberrations notwithstanding, the 
future, there was no question in her mind, 
belonged to the rationality of man. 

Her intensely private nature created its 
own myths. She was nonetheless an 
immensely affectionate person. Of course 
she bestowed this affection with great 
discrimination. But. once it had been 
bestowed, her sense of loyalty knew no 
bounds. Having sorted out, by applying her 
very personal, but unerring, judgment, 
friends from adversaries, she would be 
protective of her friends with a ferocity 
which surprised by-slanders. 

Now that Kanta is gone, there is no escape 
from the pangs of remorse: were those, whom 
she regarded as her friends, adequate in their 
response to the warmth she radiated specially 
for them, or was it an unrequited, one-way 
flow of ardour? 

This journal belonged to that little continent 
of hers which made her feel comfortable. In 
its company, she could tuck herself in. The 
conventional annals should routinely record 
that datum. The rest can he left to the awesome 
historical course Kanta Ranadive had come 
to believe in. 


ANOTHER NEW FROM AlANTA : 

SOCIAL MARKETING FOR 
SOCIAL CHANGE 

S.Y. Quraishi Rs. 290 

"...learn something of the history of Social 
Marketing in India where it all began." 

-Richard K. Manoff 
Reserve your copy before it is sold out with 

AJANTA BOOKS INTERNATIONAL 
1-UB, Jawahar Nagar, 
Bungalow Road, 
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EDUCATION 

The Price of Neglect 

A Special Correspondent 


Maharashtra has been rocked by a series of scandals affecting the 
education system. While it has become customary to blame all the 
troubles on the proliferation of private coaching classes , the truth is 
that, in Maharashtra as much as elsewhere in the country, the 
government has methodically starved the education system of the 
necessary inputs - teachers , buildings , books, laboratories , extra-mural 
aids. If this policy continues , the malpractices will persist and grow. 


WITHIN a Tew weeks of the Maharashtra 
government’s statement about its New 
Education Policy, a number of scandals about 
examinations have broken out. The Law 
examiners of Bombay University were found 
to have inflated the marks of a chosen 90, 
while Pune University had to reschedule the 
SET (eligibility test for college jobs in the 
state) examination because the question 
papers were found to be available for a price 
before the examination. The same happened 
to the entrance test for the police force. 

The latest scandal about question papers 
of the SSC exam cannot really be called a 
leak, considering that about 25 to 30 thousand 
students are reported to have exploited this 
'leak'. There is no reference to examination 
reform in the government statement. In the 
scandal of the SSC examination, apart from 
treating it as a routine police case, no steps 
have been taken by the state government to 
prevent such malpractices in future. 
Academics are also silent over the matter. 
The malpractices into the Law exam of 
Bombay University were not brought out by 
the university but by some aggrieved 
students. In fact, a report on the matter 
prepared by a university committee was 
scrapped by the high court. The committee 
had a former Law dean and a former judge 
on it. 

Malpractices at the time of large-scale 
public exams is of course not a Maharashtra 
peculiarity. In fact, the School Board in 
Maharashtra still enjoys a modicum of 
credibility compared to some universities 
and other boards. The Kalyan Singh 
government in UP had proposed drastic 
penalties for persons implicated in exam 
malpractices. The measures then introduced 
were promptly dropped later by the Mulayam 
Singh government. By and large, most 
boards and universities in the country are 
not able to organise their exams either 
efficiently or honestly. 

Like universal primary education, 
vocationalisation of secondary education, 
autonomous colleges, etc, the problem of 


examination reform has also become a non¬ 
issue in the country. In the 1970s, the UGC 
had taken the initiative in the matter and had 
spent a fair amount on some dozen 
uni versitics to help them introduce a reformed 
system (Pune University was one of them). 
But grafting a new system of exams on the 
traditional univcrsities/colleges structure 
expectedly proved a failure and soon most 
of the chosen institutes reverted to the old 
ways. Today the subject is not even on the 
agenda of the UGC or of any government. 

As in so many other walks of life, the 
cnminal element has established its presence 
in the field of education also. There is a 
proliferation of coaching classes, particularly 
in urban areas, which guarantee success and 
at least some of them try to achieve this by 
shady means. In the recent scandal in 
Maharashtra, a few coaching classes in 
Mumbai were said to be quite active and the 
managers of some of them, together with a 
few principals, are already behind bars. 

Many people believe that coaching classes 
arc at the root of exam malpractices and 
should be banned forthwith. Apart from the 
fact that such a ban would be as unenforceable 
as a ban on donations for schoo/collcgc 
admissions, it would not really tackle the 
problems faced by the system today. 

For one thing, the extent to which a large 
exam involving about a million students is 
dependent upon the communications system 
- postal parcel, railways, etc - is not often 
realised. It is not easy to improve the 
traditional exam system beyond a point with 
a primitive communications system. An 
alternative would be the decentralisation of 
the exam system into smaller units, both 
geographic and academic, and hold exams 
more frequently. But no one in authority has 
given any thought to this. 

A basic reason for today’s sorry state of 
affairs is the government’s deliberate efforts 
over the past 30-40 years to have education 
on the cheap. While paying lip-service to 
the importance of education, particularly of 
school education, the government has 


methodically starved the education system 
of the necessary inputs - teachers, buildings, 
books, laboratories, extra-mural aids. A 
couple of generations back, it was rare to 
see more than 40 students in a class, now 
it is rare to see less than 75 students in a 
class. Such a skewed student-teacher ratio 
not. only affects classroom teaching, but 
equally importantly, deprives the school of 
necessary manpower to conduct exams and 
do the marking. 

It is easy to blame all the troubles on the 
proliferating coaching classes. But the fact 
remains that our schools and colleges are 
unable to engage their students fruitfully for 
a reasonable part of the day. The schools and 
colleges are woefully short of all the baste 
physical and academic facilities needed and, 
naturally enough, the coaching classes have 
stepped in to cater to those who can pay lor 
them. Even the teachers’ unions have played 
into the hands of the authorities in this 
respect. By concentrating exclusively on 
emoluments, they have willingly accepted 
the worsening student-teacher ratio. 

The scandals concerning examinations 
have many roots. Some of them arc indeed 
larger social issues and cannot be solved 
within (he confines of education system. But 
this should not be an alibi for not tackling 
the educational problems involved. The 
whole country, including Maharashtra, 
urgently needs many more teachers than 
what the authorities are ready to provide 
today. If this policy persists, the malpractices 
will also continue. 
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UTTAR PRADESH 

Crisis of Non-Secular Politics 

Amaresh Misra 


} The implementation of secular agenda in Uttar Pradesh demands a 
more radical restructuring than liberal centrism can afford - a step 
which none of the main contenders for power in the state is ready to 
take. 


WITH uncertainty and drift marking the 
general course ol electioneering in the run 
up lor the hid to elect the I Ith Lok Subha, 
all major formations in UP arc having to face 
a different sort of political music. The 
campaigning has entered its second phase 
and vet no w uve or polarisation is in sight. 
What is worse Irom the point of the major 
players is the apparent lack of stability and 
consolidation exhibited by their party 
organisations and respective political planks. 
The BJP supremo Murli Manohar Josht is 
contesting from Allnhahad, and after Atal 
Behan Vajpayee’s candidature fiom 
Lucknow, this is perhaps the second most 
important scat for the BJP. And yet. as laic 
as on April 15, prominent traders ol the city, 
who were once the backbone of the BJP in 
a predominantly middle class professional 
and white collar constituency which has 
traditionally offered cold shoulder to the 
party, held a press conference to announce 
their avowed opposition to Jushi and their 
resolve to ensure his defeat. The move was 
unexpected and sensational - the Allahabad 
BJP unit, like its state unit, was faction* 
ridden foi quite some time with a strong anti- 
Joshi lobby, hut factionalism had hitherto 
remained mainly at the level of an under¬ 
current. This kind of an open revolt led by 
prominent local leaders of the BJP was 
unheard of. It was more surprising given the 
tact that even without the lack of a wave, 
the apparent need to defeat the social 
combination of the opposition, mainly the 
SP-JD combine, should have kept dissidence 
in check. 

The developments, therefore, point to a 
serious and interesting situation afflicting 
the BJP and other parties at various levels. 
The earlier polarisation, it seems, is petering 
out in UP ~ Mulayam Singh is no longer 
the undisputed leader of the backwards and 
the BJP does not command the frenzy of the 
upper castes which made them vote for it 
with regularity irrespective of their like or 
dislike for a particular candidate. In 
Allahabad itself, which had witnessed 


unprecedented lower caste polarisation and 
victory in favour of the Janata Dal in 1991, 
the lukewarmness of the same social forces 
has reduced the party’s candidate to a 
questionable state. It seems indeed, that there 
is a splitting of social forces and a crossing 
of floors right down the vertical and 
horizontal divide. Within the upper castes, 
lor instance, the cho ce is still between the 
Congress and the B IP hut much will depend 
on the personal h >ld ot individual leaders, 
the strength of (he party’s organisational 
base and the position of the opponents than 
any singular bent of social forces. From a 
juncture where a divide between different 
power groups - upper castes, backwards. 
Muslims and the dahts - had ensured the 
divide of the whole society, things are back 
to ideological and personal factors. Even 
though the agenda of defeating the BJP 
may still be uppermost in the minds of 
the conscious sections of the backwards, 
dal its and minorities, or that of defeating 
the SP-JD combine uppermost in the minds 
of upper caste power groups, they are failing 
to carry the masses with the same conviction. 
More importantly, many intra-camp interests 
have emerged which are showing tendencies 
of ensuring the defeat of their social and 
political representatives if their interests are 
not met. 

The process underway is, in many ways, 
a logical culmination of the politics of past 
years, the difference being that instead of 
overreaching and monolithic ’caste' and 
’community’ based factors, the focus is on 
individual interests; ’caste’ based politics is 
exposing its ’class' character in this way 
also. The fight within the ruling powers 
which the Mandal and Mandir phase 
instigated .s being reflected in the 
unprecedented rise of a plethora of interests 
vying for a share in pdwer under various 
names, secular and non-secular, caste and 
community. This has seriously corroded the 
credibility and the hegemony of various 
ruling class ideologies whether they came 
laden in the form of issues like corruption. 


as in 1989, or later in the name of caste or 
community. In fact, certain distinct aspects 
of the current elections, such as the absence 
of a wave or issues, have their roots in the 
crisis of nearly all ruling class planks, more 
particularly their centrist and rightist variety. 
If the political history of the past few years 
is traced, it will he seen that 1989 began with 
the beginning of the end of Congress-styled 
centrism and the emergence of the opposition- 
backed centrism then concentrating on 
secular issues. But the historical weakness 
of liberal centrism remained one of failing 
to implement its own agenda of reform - 
which as seen in V P Singh's campaign of 
1989 included ‘right to work', land reforms, 
democratisation, empowering the working 
masses - and shaking up the society on that 
basis. This might have involved a radical 
overhauling and is indicative of the juncture 
at which the polity Mood at that stage, the 
centrist turn, however, involved raking up 
a non-secular overhauling than a secular 
one. the projection of a caste-oriented 
Mandal plank as a radical extension of 
centrism which despite its socio-economic 
bent, had based its politics on the 
’humanisation' of traditional categories 
rather than the creation of modern ones, 
just as it had its class base amongst the 
powerful, neo-rich of the backwards, dalits 
and Muslims and not its working masses 
or the conscious intelligentsia. In response, 
the right wing of Indian politics, represented 
by the BJP, made its own non-secular turn 
by invoking the Mandir issue which 
involved the participation of a substantial 
section of ruling class centrism as well 
reflected in the shift of the Congress base 
to the BJP in UP. 

Now. in 1996, both the Mandal and Mandir 
planks have lost their earlier appeals and this 
has led to interesting shifts. Centrist politics 
has been badly hit having lost the caste 
agenda and is going through a penod of flux 
- this is being reflected in the election 
campaign of Mulayam Singh which is trying 
both to revive the old centre-left agenda 
while continuing to cater to the Mandal 
appeal. The former attempt is also being 
made by figures of old Congress style 
centrism represented by Narain Dull Tiwan 
of the Congress (T) who issued calls for a 
Left-leaning government at the centre duri ng 
the UP campaign trail. Mulayam himself is 
constantly issuing appeals in the name of the 
Left - the only problem is that the revival 
of secular centrism would need a radical 
posture than a liberal one - otherwise the 
danger would remain of parroting what the 
Congress has done all along and ending up 
as a regional variation of the dongress. 
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This is a real pitfall and the choice before 
Mulayam in the post-Mandal phase remains 
one of ending up as a regional version of 
the Congress or to move ahead to cultivate 
a new politics in association with radical 
forces. 

For the BJP too, it is a moment of decision 
and the elections arc likely to decide its 
future course - whether it would stick to the 
old communal-centred agenda or take up the 
task of building a modern right wing agenda 
for UP and Indian politics. For just as there 
is a left-centred shift, there is also a right- 
centred turn which is itching for a better 
class expression than a purely communal- 
centred one, though the religious card is still 
its potent strength. The BJP might end up 
as a loser and get fewer seats than expected 
if it fails to cither go beyond Mandir or take 
the Mandir issue towards a radical right 
rhetoric. 

The drift of the Rao Congress likewise 
also seems to continue though it might reap 
the benefit ol the lessening of the Mandal- 
Mandir temperature and the vacuum which 
this situation is bound to create in places 
where both the SP and the BJP are weak. 
After the collapse of its stability plank, the 
Rao Congress is banking heavily on the 
negative features that mtght accrue due to 
an uncertain situation and a future 
polarisation of the SP or the BSP in its 
favour, or the appropriation of the BJP’s 
right wing sentiments in certain areas. The 
Tiwari Congress on the other hand has not 
got a starter and is now working as a far wing 
of the SP-JD-Left combine. For the CPM 
and CPI, these elections in UP represent the 
final acid test - both these parties might face 
the crisis of existence especially in the post¬ 
election scene as their centre-left agenda 
might go into the lap of ruling forces via 
Mulayam and their leftist ranks to the radical 
forces like the CPI-ML. In seat adjustments, 
both the CPI and Lhe CPM got fewer seats 
(they are now contesting from two seals each 
as part of the alliance) than expected and 
had to leave some of their prized possessions. 
In some of their constituencies, the whole 
history of Left legacy is at stake as the 
election campaign of the red flag is being 
conducted by alien forces without even the 
participation of party cadres. The BSP also 
is back to its 1989 position of notching up 
a few scats here and there and functioning 
mainly as a party which would cut voles 
of all and sundry, especially the SP-JD 
combine. The BSP too is faced with a 
difficult situation in the post-Mandal phase 
and these elections will determine whether 
or not it gets reduced to being a pressure 
group of power brokers. 


The tie-up of the SP and JD has not meant 
much for Mulayam Singh Yadav as both 
parties share the same social base and the 
BSP has decided to stay out. Moreover, the 
remaining prestige of the Janata Dal has 
taken an irretrievable blow after the break¬ 
up of its state unit following the alliance with 
the Samajwudi Party. Mulayam would reap 
the benefit of the weakening of the Congress 
in some constituencies and lake the natural 
advantage of being the main anti-BSP force. 
But it is increasingly becoming evident that 
Mulayam Singh is now more a compulsion 
than a choice with little ideological and 
political farsightedness. Just a few days after 
the last date of the withdrawal of nominations, 
the noted filmmaker, Muzuifar Ali, who had 
joined the Samajwadi Party after the 
December 6 incident and who represented 
prominently the progressive face of the SP 
- given his credentials as a liberal scion of 
the traditional Avadhian-UP aristocracy 
symbolising the old heritage and composite 
culture of the state - made public his 
disillusionment with the former chief 
minister. At a press conference organised 
jointly by the CPI-ML and the All India 
Muslim Forum (AIMF) he denounced 
Mulayam Singh for giving the ticket of 
LakhimpurKheri in A vadh to an ex-Congress 
MP who is also the leader of the notorious 
sugar lobby there. Ali instead, announced 
his independent candidature from the seat 
which was supported duly by the CPI-ML 
and the AIMF. He also expressed doubts 
about the secular credentials of Mulayam 
Singh saying that when people like him arc 
being sidelined in the party, it shows the 
shift which has occurred in the Mulayam 
Singh of yesterday and today. He also 
pointed to the widespread disaffection being 
felt among Muslims about the efforts of 
Mulayam to sideline the 'shareef Muslims 
who had gathered around him and give 
prominence to criminals as well as notorious 
Congressmen with a communal past, like the 
Raja of Mankapur, Anand Singh, who has 
won the Gonda seat several times on the 
Congress ticket (and is now standing for the 
same scat on an SP ticket) and whose wife 
is a prominent leader of the Vishwa Hindu 
Parishad. The Congress-SP linkage has 
become pronounced following the 
withdrawal of the official SP candidate from 
Amethi from where Captain Salish Sharma 
is contesting and a similar gesture on pari 
of the Congress at Manipun from where 
Mulayam Singh is standing. 

In the press conference, the CPI-ML also 
outlined its strategy of contesting on five 
seats and supporting candidates of the AIM F, 
RPI, Muzaffar Ali and then the forces of the 


SP-JD Left combine on the remaining seats. 
It announced that it had no intention of 
forming any other front and saw itself as part 
of the thirdfronteven though seat adjustments 
with Mulayam could not be worked out. It 
would attempt to extent the anti-Congrcss, 
anti-BJPfront along radical anti-feudal, anti- 
communal lines by going beyond the 
Congress-Samajwadi plank of limiting the 
fight of secularism to a liberal Hindu-centrist 
standpoint, and invoking achievements of 
composite culture as well as the radical 
might of the rural poor. The link of anti¬ 
feudalism with anti-communalism and 
elements of past secular glory with the class 
assertion of new forces is being given a 
concrete and practical shape by the party in 
three major constituencies of east UP. where 
despite the presence of the SP-JD combine, 
it is getting good response. There, upper 
caste landlordism is now acting as the 
strongest base of communal ism and da I its 
are looking for a radical assertion of their 
rights beyond the BSP - something which 
has created a definitive space for new 
experiments and tendencies. 
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BIHAR 

Opportunistic Alliances and Shifting 
Party Loyalties 

Krishna Chaitanya 

With broad consensus on foreign capital-led development and looting 
the slate exchequer for personal aggrandisement , no parliamentary 
party can claim to he the saviour of the masses in Bihar . 


IT is a rather sad commentary on the state 
of parliamentary politics in Bihar, as indeed 
in the rest of India, that it has now very 
little, almost nothing to do with social 
justice and equitable distribution of wealth 
in hivnui ol the masses. Politics, which 
ought to have been a means to achieve these 
ends, has, m the hands of parliamentaiy 
parlies become an end in itself whereby 
political parties cutting across the left, right 
and centre divide indulge in politicking, 
using the populai aspirations and people's 
yearning lor change to perpetuate their hold 
over parliamentary institutions. The divide 
between the political class and the masses 
was never so shaip. so wide, so deep as 
today Given this atmosphere, and quite 
naturally so, ideological distinctions among 
parliamentary leli. right and centre have 
vanished, opportunistic alliances are being 
struck and party allilialions changed at (he 
drop ot a hat It is an old truism now that 
Bihar rcpiesents the worst of India. All sorts 
of opportunistic alliances have been made 
on the eve ol the elections. Party loyalties 
have been changed overnight. Tickets have 
been allotted to political turncoats Jis- 
regaiding the claim ol long-standing party 
members. As many as one-third of the 54 
MPs who had won the 1991 Lok Sabha 
elections are fighting this election on different 
party tickets. As many as 35 candidates of 
the majoi parties are recent defectors. 

Df.ri.iNF Continues 

In Bihar, which has an abundance of 
mineral resources and is one of the most 
fertile tracts in the world, we have a situation 
where the masses exist in abject, degrading 
poverty and deprivation. The people are 
facing a decaying state that has completely 
given up its welfarist pretensions. They 
have been left to fend lor themselves, and 
an elite, consisting of not only the landlords, 
politicians, contractors, and mafiosi pf 
various hues, but also the intelligentsia - 
the bureaucrats, engineers, doctors, school 


and college teachers-is engaged in 
personal aggrandisement by using the stale 
apparatus 

The state institutional arrangements are 
tottering every whei e in India but have totally 
collapsed in Bihar. More so, over the last 
five years during which the ruling coalition 
at the centre has systematically dismantled 
all the positive Ic,Mires of the erstwhile 
derigiste regime. The centre’s plan 
investment has fallen sharply in all the so- 
called backward states and Bihar again has 
been the worst victim with real state plan 
expenditure falling by 16.9 and 28.5 percent 
in 1990-91 and 1991-92, respectively; 
moving up only marginally by 1.7 per cent 
in 1992-94 before again tailing sharply by 
39.8 per cent m 1993-94. 

Chief minister La loo Prasad came back to 
power with a more than comfortable majority 
on the slogan ot development of Bihar. His 
vision of development was no different from 
the ruling ideology ot foreign capital-led 
development. Thus the CM and his entourage 
went to the US, the UK and Singapore in 
search ot the elusive foreign capital. Back 
in Bihar, big seminars and conferences, 
including one of NRIs ot Bihar origin, were 
organised over the last lew months. On the 
eve of the sei tes of seminars and conferences, 
the CM went on a drive ot beautifying 
Patna, getting encroachments removed, 
piled-up garbage cleared, electrifying main 
thoroughfares and so on. 

In the name ol improving the power 
situation in the slate, die same WB-IMF 
policy of giving power generation to private 
capital and slashing the so-called surplus 
labour in the Bihar state electricity board by 
reducing the age of retirement was adopted. 
The CM, in fact, went on record declaring 
that ‘Enron’ would not be repeated in Bihar 
and was even reported to be considering a 
proposal trom Enron Tor setting up a solar 
power plant. No consideration, however, 
was given to improving the functioning of 
the stale electricity board, recovering huge 
dues of the board, preventing rampant 


power theft, and implementing the much 
needed modernisation of the plants and 
machinery. 

The coal industry in Bihar managed and 
controlled by Bharat Coking Coal (BCCL) 
was referred to BIFR and declared sick, and 
yet the state government and the ruling party 
remained a silent spectator. That the ruling 
Janata Dal (JD) hits fielded Samaresh Singh, 
a known mafia patron whom the BJP had 
expelled from the party after his criminal 
activities became intolerable to (he party 
leadership, only shows that the JD has little 
concern for saving the coal industry. In fact, 
for fielding Samaresh Singh from Dhanbad 
the Janata Dal even ditched its long-standing 
ally, the MCC leader A K Roy, to whom 
the Dhanbad seat had been given in 1991 
as part of the seat adjustment plans. That 
radical land reforms and substantially 
enhanced investment in agriculture and rural 
infrastructure were the sme-quu-non of any 
tangible economic progress and social justice 
did not occur to the CM and his lieutenants. 
Rather, the state finances were left to totter, 
the employees of state government 
undertakings left unpaid for months and in 
some cases years together, public debt left 
to mount and budget estimates left to be 
revised downw ards year after year and even 
the limited plan allocations ictt to lapse 
unspent. Thus, out of the budgeted plan 
expenditure ol Rs 2,500 crore in 1995-96, 
the state government could not spend as 
much as Rs 1,320 crore and the projected 
budget estimate tor 1996-97 has been kept 
at Rs 1,323 crore, which is roughly speaking 
where it was in 1990-91. During the first 
lour years of the ongoing Eighth-Plan the 
stale government has spent just Rs 2.600 
crore out of the plan allocation of Rs 13,000 
crore. And in 1996-97, the concluding year 
of the plan, only Rs 1,323 crore have been 
budgeted lor. The government has continued 
with the practice of seeking grants-in-aid lor 
three months rather than getting a budget 
passed by the state legislature for the full 
year, a practice initiated and perfected by 
the Jagannath Mishra led Congress(l) 
government in the early 1980s. This was 
continued by successive Congress(l) 
governments. The slate legislature has thus 
become totally meaningless with the duration 
of its sittings becoming less and less over 
the years. It just meets every three months 
of approve grants-in-aid for the various 
government departments. Rest of the time, 
the respected legislators are busy gobbling 
up whatever they can out of the approved 
grants by way ol commission and 
brokerage. All the political parties have 
acquiesced in this mockery of democracy 
and loot of public money. The centre’s 
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apathy and World Bank-lMF dictated 
economic policies coupled with a ruling 
coalition in the state interested only in 
personal aggrandisement while paying lip- 
services to social justice, has made the 
once best administered state of the 1950s 
not just stagnate but degenerate in all 
spheres, a macro reflection of which may 
he seen in the decline in stale's growth rate 
Irom 3.5 percent in 1989-90to 1.5 percent 
in 1994-95. 

Lrit avd Parliamentary Politics 

Given this setting, adverse consequences 
ofWB-1MF led economic policies, mounting 
umemployment. galloping prices of 
essentials - particularly, food items - loss 
of economic sovereignty, poor irrigation 
facilities and other farm infrastrucure that 
have been agitating the mind of the masses 
should have dominated political debate 
and the election campaign. The Left, both 
parliamentary and non-parliamcntary, 
should have assiduously worked to bring 
these issues on the agenda and the run up 
to the election would have been the ideal 
opportunity for this. The CPI-CPI(M), 
howdvci. are busy signing paens in the 
praise ol Laloo Prasad who had acquired 
such dominance over the former that the 
CPI even changed a veteren candidate like 
Rhogcndra .Ilia and fielded Chaturanan 
Mishra from Darbhanga. In any case a 
. broad consensus exists between the 
parliamentary parties regarding foreign 
capital-led development. Therefore, no 
potent \oice is being raised by the NF-LF 
partners or other constituents of the so- 
callcd third front on these issues. These 
issues together with that of corruption by 
the high and mighty are agitating the nund 
of the people. The ’hawala' scam claimed 
the scalp of the Icadei of the opposition 
in the state assembly, Yashwant Sinha, and 
anointed the CM Laloo Prasad as the Janata 
Dal president. The animal husbandry scam 
in Bihar involving Rs 700 crorc has not 
only cast its shadow over the Laloo Prasad 
government hut also proved that politicians 
cutting across the JD-Congress-BJPdivide 
are working in tandem to loot public money. 
But the Left has failed even to put the issue 
of corruption in proper politico-economic 
perspective. In the process, a historic 
opportunity to raise mass consciousness 
has been frittered away. 

As far as the rcvolui ionary left is concerned 
it remains caught between the two extremes 
of parliamentary deviation and outright 
denunsiation of parliamentarism. In the 
former category comes the CPKML- 
Liberationj and in the latter come the 
CP1(ML-Party Unity) and Maoist 



Communist Centre (MCC). CPLMLCParty historic o£portumtydrift awtyfr A 


Unity) and MCC, as in the past, have given 
a call for boycott of the election and 
threatened the leaders participating in the 
election with dire consequences. 

During the 1995 Assembly elections their 
poll boycott campaign and the violence 
associated with it had generated a lot of 
media hype. Since then differences have 
cropped up between the two and they have 
gone to the extern of issuing pamphlets 
against each other. Even then they have 
announced their poll boycott campaign. 

Obviously MCC and Party Unity have 
mistaken their political-ideological position 
for objective reality. This appears to be a 
dangerous mistake for any revolutionary 
force. Apparently, they aic treating what is 
fraud for them as fraud for the masses. They 
are not following what is the actual state ot 
class consciousness ot the masses. 

When millions and millions ol the masses 
arc still in favour of it. participate in the 
elections and look i.pon the parliamentary 
institutions as harbinger ol ‘social justice’, 
how can it he said that parliamcnlarianism 
is waste and a Iraud upon the masses? Given 
this situation, participation in the elections 
could haw helped the revolutionary Ibices 
m raising the consciousness ol the masses, 
awaken and enlighten them towards the 
limitations ol the present parliamentary 
system and prepare them lot the light to do 
away with it. Since the masses are not yet 
prepared to do away with the bourgeois- 
democratic parliament and the revolutionary 
forces have left the entiie parliamentary 
space open for the reactionary countci- 
revoiulionarv forces, it is only helping the 
latter to dupe the masses and further their 
own class interests lliiough control ol the 
parliamentary institutions. 

The party unity and the MCC cite the 
parliamentary deviation of ML-Lihcralmn 
six out of whose eight MLAs in the previous 
vidhan sabha defected to Janata Dal and 
which entered into all sorts ol compromises, n 
including an alliance with outright rcactinary 
forces such as Samata Party during the 1995 
assembly elections Such defections and 
compromises should undoubtedly be 
ruthlessly criticised but at the same time, 
it should be clearly understood that such 
defections and compromises do not make 
parliamentary activities or parliament- 
arianistn as such obsolete. The revolutionary 
use of the parliamentary elections and 
parliamentary institutions needs to be 
promoted. Dismissal of such leaders, their 
replacement by capable ones, and staying 
away from compromises will constitute 
revolutionary use of parliamentary 
institutions. In their obsession with election 
boycott they appear to have let a unique 


grace is that the GPl-ML fLiberation) has! 
this time not tried to enter into any alliance 
and is fighting from 10 seats on its own. 

Deep cynicism has thus enveloped the 
masses. They may not be aware of the modus 
opt randi of ‘hawala’ or the way politicians 
and bureaucrats have been defrauding the 
state exchequer by overdrawing money 
from the stale treasury in Bihar. But a 
perception has sunk deep dow n that senior 
politicians of the Congiess(l), BJPand the 
JD have been getting money from the same 
channels as shown by the ‘hawala 1 episode. 
Similarly, a tceling has percolated that for 
15 years state politicians and bureaucrats 
had been emptying the stale treasury. It 
would not be surpnsing, therctore. it this 
election witnesses a marked decline in voter 
turnout. 

Given the deep cynicism, caste as usual 
is going to play a crucial role in these eleciit >ns 
and guns are likely to be used freely. One 
was dismayed to sc gun-tot Mg men 
accompanying the election campaign teams 
ot the JD candidate in Patna. This is true 
of all the ruling class parlies A polarisation 
ol upper caste and a section of the non-ruling 
propertied section ot backward castes, i e, 
Kumus-Kocns against the tuliug coalition 
in Bihar, appears to he emerging as seen in 
the complete seal adjustment ol (lie BJPand 
the Samata Party and the earlier merger ot 
the criminal cx-MLA Anand Mohan Singh- 
led Bihar Peoples Party in the Samata Party. 
Going by the voles polled m the 1995 
assembly elections, the alliance commands 
a support base of 25 per cent ol the 
electorate The JD and its allies CPI. CPRM) 
had together polled 34 per cent ol votes 
and on the eve ol Lok Sablia election appear 
sitting pretty, notwithstanding (he Laloo 
Prasad government's tailure on all ft out.> 
and the animal husbandry scam The 
Congress^ I) has become allogehtei irrelevant 
in Bihar and the last assembly election 
conclusively confirmed that the nujorsection 
of us traditional upper caste who hank has 
drifted towards BJP. Thus, it appears that 
it is going to be a repeat performance of the 
1991 Lok Sabha election. The NF-LF are 
likely to walk away With 40 odd seats There 
is no hope tor Congress! I) and the lone 
Begusarai seat won by it in 1991 is going 
to slip away Irom it. Ii may, however, win 
the Arrah seat because there is no dearth ol 
money and muscle power at the disposal of 
the union chemicals and fertiliser minister 
Ramlakhan Singh Yadav, the parly’s 
candidate. But there it is facing strong 
challenge from the CPI-(ML-Liberation) 
candidate. The BJP and Jharkhand Mukti 
Morcha are likely to share the scats in the 
Jharkhand region. 
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Business Response to Changing 
Environment 

Jeeniol Unni 

In the euphoria over the seeming success of the economic reforms, the 
issues of social concern like unemployment and environmental 
degradation are getting sidelined. 


THE economic reforms initiated by the 
government of India in 1991 have pul the 
people, and the husiness community in 
particular, in turmoil. A powerful leadership 
both in government and industry would he 
required to manage this change and lake the 
economy successfully onto an upward growth 
path. A seminar foeusing on ‘Business 
Response u> (’lunging Environment', held 
recently dun rig March 13-15, 1990 at 
Ahmcd.ihad. was timely and opportune This 
was the second m the senes of seminars on 
enirepi eueui ship initialed by the 
Entiepreneuiship Development Institute of 
India, AhmeUab.id I he lust seminar tilled 
New Imiiames in Eutieprencurship’ was 
held m 1994 

I low Joes business respond to the changing 
enviioumeni ‘ Business tan be eonsideied a 
way of doing I lungs The changes in 
economic environment not jusi include the 
iceeiit liheialisaimu measuies initialed by 
the goveimneru ol India but rapid changes 
in the global Hade environment as well 
Through delieonsing. decontrol and 
denationalis.nioii, the lestriehons on the 
Indian business have been lemoved but the 
levels of internal and external competition 
luxe also mcieased simultaneously. The 
go\eminent of India signed the General 
Agreement on Tanll and Trade (GAIT) 
iieuiy and subsequently heeame a member 
ol the \\ oild Trade Organisation (WTO) It 
has to lultil certain icquiicmcnts on Trade 
Related Intellectual Property Rights (TRIPs) 
and the Indian Patent Act has to he further 
amended by 2005 Certain amendments to 
the Trade Related Investment Measures 
tTRIMs) are also requited. All this has im¬ 
plied grcatci iieedom of operation of 
MNCs and foreign capital in India adding to 
the incentives loi foreign direct investment 
i EDI). 

The papeis contnhuted to the seminar 
broadly focused on three themes: (i) issues 
related to the changes in the current economic 
cnviionmcnt: tit) nature of business response 
to changing macio-aiul micro-economic 
environment, and (ni) approaches to the 
studies on ontiepreneurship. Obviously, it 
is difficult to compartmentalise the papers 
strictly into each of these groups; some of 


these cut across the boundaries of the themes 
defined above 

Sebastian Morris’s paper focused on how 
ihe trade environment has changed for small 
firms since ihe economic reforms began. 
Reasons toi a shift from export pessimism 
to optimism as well as certain features of 
the structure of the Indian economy which 
may encourage the export orientation of the 
small firms were highlighted. The paper 
suggested that EDI and the associated 
possibilities ol international subcontiacting 
may provide grov ih opportunities for the 
small-scale mdu try in futuic 

I. M Bhole discussed in his papci the 
impact ol the new monetary policy «m 
business enterprise He argued that as a 
icsuli ol this policy the Indian husiness 
enierpu .e wall he facing greater volatility of 
exchange rates and interest rates, highci 
mteiesi rate risk and higher nominal and 
leal rales ol interest Therefore, the business 
enterprises will have to learn to cope with 
a volatile capital and foreign exchange 
maikets. Denis Raja Kumar focused on the 
financial sectoi reforms, particularly the 
liberalisation of the capital market Hcaigucd 
that the link between the financial sector 
imcimediuriesaiul the deficit sectors like the 
piivale corporate sectoi has become very 
strong. 

Another approach adopted to understand 
the changes in the economic enviionment 
was by K Ramachumiran. He interviewed 
26 business enterprises and rccuuled their 
view's on the changes m the luaetiomng id 
government agencies and commercial hanks 
He concluded that though much has been 
done and the functioning ol these institutions 
luid marginally unproved, corruption and 
harassment persists, not allowing business 
to function efficiently. The success of the 
reforms depends on the vigoui and 
commitment with which these agencies 
implement the change. The overall asses¬ 
sment of these paper* was that the con¬ 
siderable changes taking place in the eco¬ 
nomic environment were favourable to the 
growth of husiness enterprise. 

The majority of the papeis focusing on 
thisdheme reviewed firm level responses to 
the change in economic environment. These 


responses were in terms of managerial 
strategies, financial strategies, technology 
strategies, internationalisation and foreign 
response in terms of foreign direct 
investment. 

K Ramachandran's paper, referred to 
earlier, recorded the managerial responses 
of medium sized firms to the changing 
economic environment. Some of the key 
features of the responses were taking steps 
to improve quality of the product, developing 
skills among the employees and improving 
the salary structure. K V S M Krishna's 
paper analysed some large manufacturing 
enterprises m the public and private sectors 
and a few finance companies, all located in 
Visakhapatnam. In general, while there was 
a spurt of business investment in the region 
in the post-reform period, investment in 
industrial infrastructure would be required 
to retain the trend. 

M J Xavier's paper highlighted, with a 
few empirical examples, five generic 
strategics that could be adopted by small and 
medium scale industries in the changed 
environment. Some of these strategies were 
geographical concentration, franchising, 
Keiretsu arrangement and niche play 
Shekhar Choudhun used case studies of ten 
large companies obtained from various 
business journals to analyse 'internationa¬ 
lisation’ by these firms. 'Internationalisation' 
was defined hioadly to include ‘acquisition 
of resources, transformation of resources to 
output, and disposal of the firm’s output’. 
Certain f eatures identified as characterising 
this process were long-term thinking and 
planning, a global mind-set. and building on 
distinctive capabilities. These features were 
seen as resulting from the interaction of 
several firm specific and external environ¬ 
mental factors. 

Pradeep Keshan's paper analyses the 
inflow of FDI into India in terms of its uses 
and distribution among different industries. 
The analysis shows that the importance ot 
the manufacturing sector in FDI has decli¬ 
ned since the reforms. It has increased in 
oil, pow er generation, telecom and services. 
This is because of the government’s deci¬ 
sion to open up energy, services and 
mliastructure sectors to private and foreign 
investment. 

Denis Raja Kumar’s paper, mentioned 
earlier, analyses the private corporate sector’s 
response to the opening up ol the capital 
market. There is less reliance on institutional 
credit and more rei iuncc on the capital market 
in raising finance. He also noted a tendency 
to invest less in capital formation and more 
on speculative assets, which however was 
based on a rather weak data hase. 

Pradosh Nath studied the firm level 
response to the changes in terms of its 
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technology strategy and building techno¬ 
logical capabilities He concluded that 
while liberalisation may create technolo¬ 
gical dynamism in Indian industry, it may 
also increase dependence on foreign tech¬ 
nology. Not much faith is placed on the 
National Laboratories and indigenous tech¬ 
nology generation system by the sample 
firms. * 

The only study on the response of an 
industry as a whole to the changing en¬ 
vironment was Thirihankar Roy’s study on 
the cotton textile industry. The study noted 
a part revival of the composite mills sector 
which was initialed by a good demand for 
cotton and blended cloth of better quality, 
and aided by trade liberalisation. However, 
to avail of the benefits of these tendencies 
requires.costly inputs which are in short 
supply. With the accumulated weaknesses 
of the industry, only a few corporate firms 
would survive profitably, unless the con¬ 
straints on the supply side are addressed 
boldly. 

A special session was held which addressed 
the issue of approaches to the study of 
entrepreneurship. Mario Ruuen and Carol 
Upadhyay presented a paper which analysed 
the emergence of entrepreneurial class in 
various Asian countries in a comparative 
perspective. Two dominant approaches were 
identified, vi/. the cultural and structural 
approaches. It was suggested that studies in 
India used largely structural approach 
whereas those in Indonesia or Malaysia 
focused on the cultural approach. This 
categorisation was hotly debated in the 
seminai. One view was that the structural 
approach had the advantage that one could 
explain ctiliuic as a result of some structural 
aspects of society whereas the opposite was 
not possible. Another view was that these 
two approaches merged in India. The example 
was given of traders who remained traders 
because the culture sustained this. Similarly, 
the artisan class did not turn into entre¬ 
preneurs or capitalists because of the caste 
group formation which restricted their 
advance. Thirdly, the approahees which 
may be predominant at any point in time 
would he dependent on the stage of deve¬ 
lopment of the economy and the discipline 
as well. 

One of the issues debated in the seminar 
was the methodologies used by the various 
studies. There was a strong divide between 
the firm specific managerial approachbased 
on case studies versus the macro-economic 
approach based mainly on time series data. 
Some felt that a combination of the two 
methodologies may he most useful to analyse 
business responses to changing environ¬ 
ment. A case study method is a relevant 
methodology when used with a managerial 


perspective of problem solving, Besides, 
this method with the insights gained from 
in-depth study of a few units (firms, 
individuals, households) can provide useful 
information on the processes at work. 
However, the papers presented in the 
seminars which used this methodology were 
not inspiring. No attempt was made to relate 
the responses to factors such as product, size 
or technology of the firm. The macro- 
economic time series methodology is also 
not free from problems. In fact, in one of 
the papers it turned out that the author was 
deriving strong conclusions from changes 
observed in one, terminal year. 

Another methodological issue was the 
lopsided emphasis on perceptions of change 
instead on the data ot actual change while 
studying the firm’s response to the environ¬ 
ment. Another apprehension voiced in the 
summing up session was the increasing 
tendency in seminars to present papers which 
are prescriptive without much factual or 
empirical evidence. 

Another issue which provoked strong 
views and gener ited much discussion was 
whether the growth ot small-scale industries 
should be market driven or policy driven. 
One view was that the small-scale sector is 
market driven and can take care of itself. 
The other view was that some form of posi¬ 
tive government protection was required. 
An opinion was expressed that market 
driven small-scale sector is good when the 
market works. However, various market 
rigidities and failures in the capital and olhci 
markets require that government plays the 
role of a facilitator. It was pointed out that 
industrial growth in Japan and most ol the 
newly industrialising countries was policy 
driven. 

How to conceptualise the links between 
liberalisation and technology strategy, 
technological capability and indigenous 
effort of the firm? This discussion highlight¬ 
ed the need for an inter-disciplinary approach, 
including both the economists' and mana¬ 
gerial inputs, to understand the links. A 
technology strategy at the firm level has to 
make choices about: (a) purchase of tech¬ 
nology from foreign and domestic sources; 
(b) technological efforts at the firm level; 
and (c) imitation possibilities (technology 
spillovers). The impact of liberalisation on 
these sources and the interrelationships 
between them will determine the growth of 
technological capabilities at the firm level. 
The need for the management perspective 
arose in order to understand technological 
capabilities of a firm. Technology is em¬ 
bodied in three entities: the product, process 
and practice. In order 10 understand how 
policy can affect technology one has to he 
clear which of these three entities the policy 


is expected to impact. One needs to wfoW 
all the technology linkages in the supply 
chain. 

Broadly, the proceedings at the seminar 
emphasised that the policies after 1985, and 
more so after 1991, have tended to take the 
industry on a trajectory which was favourable 
to the rise of wages and productivity. Besides, 
the industry has responded positively to 
these policy changes. However, in summing 
up, S P Kashyapexpressed some reservations. 
There was some visible evidence that large 
industry was coping well, becoming quality 
conscious and able to deal with changes in 
government, financial and other institutions 
However, it is difficult to conclude from this 
that such a change was an all pervasive 
phenomenon in the economy. Perhaps, this 
was limited to some large and expoii-oriented 
firms which have certain capabilities. It is 
likely that a large part ol the Indian economy 
and industry is insulated from these en¬ 
vironmental changes. These may include the 
rural, tiny, micro-enterprises which continue 
to operate with low wages. low productivity 
and whose demand is unaffected hy.i menial 
and external forces. This segment of indus¬ 
trial economy may be quite substantial 

Another issue which was not addressed 
in the seminar was whether these changes 
and responses are sustainable Perhaps 
resources were available and a certain lax 
in the economy was used up immediately 
to produce these changes with the sudden 
change in the environment But would this 
remain true tor only a pan ol the economy? 
What is required ol policy and state 
intervention to make the positive changes 
all pervasive and sustainable? 

In the euphoria ol the current economic 
reforms and its immediate response, another 
issue which felt by the wayside was a concern 
for overall employment m the economy. 
While some enterprises may grow and new 
entrepreneurs may enter, some sectors which 
employ substantial labour may shrink. The 
textile industry, for example, employs a large 
segment of the organised labour force. As 
indicated in one of the papers, while some 
units may thrive in the new environment, 
a large number may not be able to survive. 
The overwhelming concern for the growth 
of the gross national product has created a 
scenario where the growth of already existing 
units and new entrepreneurship is encoura¬ 
ged irrespective of its implications for 
employment, natural resource, environment 
and pollution. With increasing concern for 
the environment, child labour, etc, at the 
international level, there is a possibility that 
the opening up of Indian economy may face 
some non-trade barriers in the near future. 
Such social concerns were by and large 
forgotten in the three-day deliberations. 
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Bali’s Killing Fields Thirty Years Ago 

Jan Brenum 


Thirty years ago, the myth of Bali's harmonious and spiritual 
community, inherited from the colonial era ; seemed to have been 
destroyed for all time . That was when Bali fell victim to the explosion 
of violence that brought death to between 5,00,000 and a million 
Indonesians. The number of people killed on the island is uncertain , but 
it cannot have been far less than 80,000. Within the space of a few 
weeks, one in every 20 Balinese had been killed. And if the perpetrators 
are added to the number of their victims, and taking into consideration 
the many more who were detained secretly and indefinitely . one in 
eveiy three households became involved in this 4 purge' of what was 
said to he a paradise on earth. And then the curtain of silence 
was drawn. 


BALI is a must lor New Age tourists. The 
island can he reached easily and fairly cheaply 
but remains nevertheless an exotic destination 
with the most beautiful features the tropics 
have to of fer: gorgeous scenery and a highly 
stylised culture without any of the drawbacks 
such as excessive heat or immense poverty. 
Bah has been described in such romantic 
terms since the first half ol this century. In 
the late-colonial era the image was 
constructed of the Balinese as a gentle and 
kind people who had raised the practice of 
agriculture to a fine art and were exceptionally 
skilled in many traditional crafts. Music and 
dance were a favourite pastime for the 
peasantry, adding lustre to their simple but 
dignified life. Moonlight performances in 
front of the village temple evidenced the 
communal spirit and the great artistic quality 
of centuries-old folk custom. 

Thirty years ago, this myth of a harmonious 
and spiritual community inherited from the 
colonial era, seemed lo have been destroyed 
once and for all time. That was when Bali 
fell victim to the explosion of violence that 
brought death to between 5,00,000 and a 
million Indonesians. Estimates of the total 
figure have gradually been adjusted upwards. 
The exact number is still unknown because 
any investigation into ‘theevents’ that started 
at the end of September 1965 is banned. 
What apparently originated as a conflict 
among the military leadership developed 
into a coup which brought Suharto to power 
and was directed towards "the enemy in our 
midst’: communists and all those who in one 
way or the other could be tarred with that 
brush. The ensuing massacre occurred in 
stages: Bali was one of the last regions to 
which the great clean*up operation was 
shifted towards the end of 1965. The number 
of people killed on the island is uncertain, 
hut it cannot have been far less than 80,000. 

This estimate forms the opening of 
Geoffrey Robinson's recent book, based on 


source material and supplemented with his 
own on-thc-spot research. 1 His leading 
questions concern the historical background 
and the course t *ken by the outburst of 
political violent'Understandably enough, 
in view of the c.imate of repression, he docs 
not get around to any analysis of the 
aftermath. The psychological and social 
repercussions must have been severe: within 
the space of a few weeks, one in every 20 
Balinese had been killed. Very many not 
only lost their lives but were slaughtered in 
gruesome fashion. If the perpetrators are 
added to (he number of their victims, and 
taking into consideration the many more 
who were detained secretly and indefinitely, 
out estimate is that one in every three 
households became involved in this ‘purge’ 
of what was said to he an earthly paradise. 

‘Events' in Indonesia in late 1965-early 
1966 attracted little outside attention. Those 
in power tolerate no information or opinions 
that impugn the authorised version of what 
happened and refuse to enter into any 
discussion. This conspiracy of silence is 
understandable in view of their own guilt. 
A remarkable fact, however, is that the 
bloodbath with which the Orde Barn (New 
Order) was inaugurated has hardly been 
subjected to any in-depth scrutiny even by 
outsiders. 2 Little has been heard since the 
immediate torrent of flash accounts in 1966. 
That silence contrasts sharply with the far 
greater attention given to the heinous 
misdeeds of the Khmer Rouge regime in 
Cambodia. Although similar in nature and 
magnitude, according to Robinson, the 
Indonesian campaign of terror covered a 
much shorter time period. His study is the 
first to chart the cleansing of communists 
and their sympathisers on the local level and 
to place it in an historical setting. 

Many commentators have linked the mass 
murders to the Balinese culture. Seen from 
that viewpoint, the outbreak of violence was 


in reaction to encroachment on the existing 
order by subversive forces. This 
interpretation, which turns the victims into 
instigators of their own doom, fits perfectly 
into the official version of events. A variation 
of the same view would stress the 
impuisi veness and irrationality of the Asiatic 
unable to control his (yes, always his) 
emotions. In colonial terms, this was the 
unpredictability of the native who was likely 
to run amok at any lime. Robinson squarely t 
rejects such cultural interpretations and seeks 
the cause of the pogrom in political and 
economic conflicts which increasingly and 
passionately divided the population. 

Colonial Past 

Even in pre-colonial times Bali was not 
the rustic and peaceful peasant community 
that more recent historiography makes it out 
to be. The island was parcelled up among 
a number of petty rulers who disputed one 
another’s territory and its inhabitants. 
Incessant fighting resulted in the selling of 
slaves and the wide-scale contracting of 
warriors. The Dutch East India Company 
(VOC) was the biggest customer for both 
categories. Slaves were sent to Batavia, the 
all-Asia headquarters of the trading company. 
Balinese mercenaries, famed as excellent 
fighters, played an important role in the 
VOC’s first military operations on Java in 
the beginning of the 17th century. Despite 
these early contacts, it was not until the 
beginning of the 20th century that Bali was 
finally annexed into the Netherlands Indies 
territory. The ethical imperialism of the 
period justified the imposition of ‘peace and 
order' wherever that was still lacking in the 
Indonesian archipelago. An end was put to 
the despotism of native rulers and white 
administrators took over the task of ‘the 
upliftment of the native people to welfare 
and civilisation 1 . This benevolent facade, 
however, hid a hard colonial policy of 
increasing taxation. Forced labour became 
a major instrument for a programme of public 
works on the island, mainly consisting of 
road-building and servicing the colonial 
machinery, which affected the land-poor 
under-class in particular. Popular welfare 
made )i ttle progress and things did not change 
for the better when the Dutch officals decided 
to reinstate the native princes earlier detested 
by the foreign rulers. The recall of those 
banished aristocrats formed part of the re- 
traditionalisation of Bali. This change of 
course was based on a number of motives, 
not least of which was to throw up a barricade 
against the rising tide of nationalism coming 
from Java. A vanguard of that movement, 
made up of teachers, journalists and lower 
staff employed in government offices, had 
already emerged on Bali. The threat from 
within brought by these ‘misguided semi- 
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intellectuals’, as they were known incolonial 
jargon, was to be averted with the aid of the 
upper class of law-abiding notables. This 
strategy speculated on the continued 
existence of the magical tie between ruler 
and people. Restoration of the local 
aristocracy in the 1920s coincided with a 
religious policy aimed to check the advance 
of Islam by declaring Bali a Hindu domain. 
As a result, caste lines were drawn more 
sharply than before. The social order became 
hierarchical without political opposition to 
the process being allowed to manifest itself. 
The invoking of nationalism, aversion to 
Islam and suppression of "the red danger* 
which also threatened, caused the Balinese 
people to become imprisoned in an atrophied 
and depolilicised social system. 

Robinson’s hook shows unmistakably that 
the reactionary colonial presence of the 
Netherlands had a major influence on social 
progress, or rather lack of it, in the post¬ 
colonial era. The tendency to represent late- 
colonial policies as an era in which the 
development of land and people was a 
genuine concern, makes insufficient 
allowance lor the fact that the alien rulers 
refused to concede to the people’s desire for 
a more progressive political course. The 
rigid conservatism inherent to Dutch colonial 
rule blocked the transition to a more open 
and plunform civic society later on. 

Diversity in Unitv 

The collapse of Dutch domination was 
accelerated but also made more complicated 
by the Japanese occupation of Indonesia 
during the second world war. After ‘the 
liberation’ it soon became obvious that there 
could be no question of a return to the good 
old colonial days. Balinese freedom fighters, 
who sided with the republic and with the 
independence declared on August 17,1945, 
were attacked as terrorists, forced to flee to 
the hills where they continued the struggle 
as guerrillas. Attempts to restore the myth 
of a peaceful people with no interest in 
politics encountered strong resistance, part 
of which went underground. The Dutch 
gradually came to realise that the Republik 
Indonesia could count on far greater 
sympathy, both in and out of the country, 
than had been assumed. In an attempt to turn* 
the ebbing tide the old colonial hands 
endeavoured to split the country into a 
federalised structure. Bali formed part of the 
state of East Indonesia, a construction which 
could rely on the support of conservative 
leaders on the island. The aristocracy in 
particular proved sensitive to the appeal to 
own identity and traditional culture which, 
it was asserted, would disappear if Bali were 
to be united in a national state under Javanese 
supremacy. Anak Agung Gdc Agung, Rajah 
of Gianyar and head of one of the most 


prominent dynasties, showed himself a 
willing tool of Dutch interests. Only when 
the failure of this dividc-and-rule policy 
became obvious did he cross over to the 
Republican camp at the end of 1948, just 
in time. In free Indonesia, he was later to 
become minister of foreign affairs. 

After the transfer of sovereignty in 1949 
the country remained in a state of turmoil. 
Social forces were in constant flux and (heir 
crystallisation along new lines of demarcation 
was accompanied by a great deal of violence, 
not least on Bali. Although the various 
provinces of Indonesia each had their own 
dynamics, the central state and its many 
agencies became increasingly important as 
the source of local economic and political 
power. The Dutch writer Jef Last who. to 
the disgust of most ot his countrymen, 
expressed his sympathy for Sukarno, has 
given a vivid account of conditions in Bali 
in the early 1950s.’ His book opens with 
Nehru’s exclamation: This is the last 
paradise, the morning of (he world.' In his 
following sentence, however. Last says that 
the terror prevailing in that paradise at the 
time must ha\e eluded the notice of the 
eminent guest who had come on a state visit. 
In 1950 a thousand people lost their lives 
through murder and arson. Fortunately the 
local government managed to regain control. 
The author reports that when he left the 
island a few years later the worst of the 
disturbances seemed to be over. 

Polarisation 

Appearances were once again deceptive, 
however. Social polarisation in earnest had 


only just begun. Armed gangs, sometimes 
but not always extensions of legitimate 
political parties, continued to endanger life 
on the island. Intra-country volatility was 
given an extra dimension by pressure from 
foreign interests. In opposing neo-imperialist 
designs. Sukarno had incurred the displeasure 
of the major western powers on whom 
separatist movements outside Java could 
count for open sympathy and secret support. 
According to Robinson, Anak Agung Gde 
Agung approached the American embassy 
in Jakarta concerning support for the 
Permesta rebellion in 1957 on Sulawesi in 
eastern Indonesia. Later, he is said to have 
taken part in meetings which discussed how 
Sukarno could be put aside or even 
eliminated. 

On the other side of the political spectrum 
the Communists (PK1) gained ground at the 
start of the 1960s in Bali and elsewhere. The 
Partai Komunis Indonesia impressed the 
landless and land-poor peasants with its 
demands for agrarian reforms. These 
involved the redistribution ofland and a ban 
on leases under which the cultivator was 
lobbed off with less than half the harvested 
crop. Polarisation increased when tront 
organisations of the PKI such as the Peasant 
Union (Barisan Tam Indonesia) held mass 
demonstrations and marches. In order to 
force a breakthrough in the sluggish 
implementation of the new agrarian 
legislation they also resorted to direct action, 
which implied the occupation of land 
declared surplus. Such confrontational 
activities, although without much concrete 
result, signalled that the down-and-out 
masses were no longer prepared to acccpi 
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discrimination. These shows of resistance 
caused great agitation and anger in higher 
social ranks on the island. 

From the left came the call for destruction 
of feudal institutions and practices, while the 
nght raised the alarm against the desecration 
of religion and culture. It would be far too 
simplistic to explain this escalation and the 
consequent massacre in terms of class 
conflict. According to one close observer, 
who later became a political refugee, 
polarisation along these lines played no role 
of any significance. In his account of events, 
published a year after the drama, 4 he still 
adhered to the notion of a homogeneous and 
harmonious peasantry which could not be 
torn apart hy communist provocation. 
Robinson, however, convincingly argues that 
the greater majority of ‘winners’ and ‘losers’ 
did indeed belong to different social classes 
which, in couise of time, had become 
antagonistic towards each other. 

Hunt - and- Kiu. 

How were the mass murders on Bali 
engineered? Alter the military putsch in the 
state centre some time elapsed before its 
repercussions were felt in the outlying 
provinces, and thisdid not occur everywhere 
at (he same time. Bali was actually one of 
the last of the regions to be affected once 
the score on Java had been settled. The 
success of Suharto’s coup was already a 
foregone conclusion in early October 1%5, 
but for the public tacadc Sukarno continued 
temporarily in office until March 1966. 
Initially the power struggle still hung in the 
balance, and in a climate of uncertainty the 
Balinese nervously awaited what fate was 
to bring them. Soldiers patrolled the streets 
and the local government banned the various 
groups of vigilantes who acted as the armed 
wing of major popular organisations. 
Gradually, it became clear who had won and 
reports arrived of the ‘voluntary’ 
disbandment of branches of the PKI and of 
its associated movements in various parts of 
the country. At a mass meeting in Den Pasar 
at the end of October the local leader of the 
Partai Nasionalis Indonesia, at that time still 
headed by Sukarno, demanded that the 
government machinery be purged of all 
traitors. Communist cadres realised that 
their persecution would soon begin, but 
violence continued to be sporadic until the 
arrival of commando units and other elite 
troops from Java at the beginning of 
December. A climate of fear was created in 
which not only were all communists 
outlawed, but which obliged ail non¬ 
communists to co-operate in their destruction. 
Until March 1966 the ‘traitors' were hunted 
down and murdered in smooth teamwork 
between army units, religious leaders and 
politically-correct groupings. The army 


provided the necessary logistical support 
such as arms, lorries, communication links 
and reception centres for the catch, but 
civilian auxiliaries willingly and actively 
collaborated. The military leader of the 
operation, Sarwo Gdhie, went on record 
saying that it had been far more difficult to 
persuade the people of Java to hunt down 
the communists in their midst. According 
to Sarwo Edhie, the only problem in Bali 
was to keep the scarch-and-dcstroy mission 
on the right track, i c, to ensure that only 
those who deserved it were liquidated. 

Did the axe fall only on members of the 
now banned PKI and its associates? The 
final figure shows clearly that the murderers 
were not satisfied with the hard core. They 
intended to destroy the evil at its roots once 
and for all. Marginal supporters and camp- 
followers were also shown no mercy. Most 
victims were male hut the women did not 
escape. In Bali, too, the rumour was spread 
that members of the red women’s 
organisation Gerwam snatched the weapons 
from soldiers whom they were instructed to 
seduce, and then killed and castrated them. 
It was unthinkable that the lives of these 
immoral and perverse creatures should be 
spared. Entire families, including children, 
were killed so that no relatives would survive 
to take revenge at some future lime. The 
island's population was divided into just 
two parties: those who were found guilty 
and those who found them guilty. Impartiality 
was out of the question, the choice was 
between ‘good’ or ‘bad*. People found 
themselves compelled to denounce their 
neighbours and were then sometimes ordered 
to kill them on-the-spot. Victims were 
murdered by their triends and prisoners were 
made to fight one another until they dropped 
dead. Execution was often preceded by 
torture and mutilation. The PKI leader on 
Bali was skinned alive before being shot. 
There were cases of resistance and people 
did try to flee or to hide but for most there 
was little alternative but to await their turn. 
This behaviour probably explains the later 
allegation that the guilty went passively to 
their deaths, or even sought it in ritual fashion 
by way of penance. From this viewpoint, the 
si aughter takes the form of a col Iccti vc sacred 
happening, a patriotic and religious duty 
which engaged both killers and killed. It was 
wrong to speak of murder, according to the 
new regent of Gianyar. He insisted that it 
really was amatterof ‘nyupaf, i e, shortening 
one’s life so that sinners might be freed from 
suffering and enabled to reincarnate as better 
people. 


Return op Paradise 

At first, the enormity of the bloodbath was 
concealed by strict censorship, but the 
disappearance of even more people into secret 


and indefinite detention made it inevitable 
that the news should penetrate to the outside 
world. A number of concerned parties, such 
as the US embassy, were from the very 
beginning aware of what was happening or 
may even have had prior information. The 
change of power was a windfall for the 
western camp. Robinson has collated details 
that have since become available regarding 
American involvement. These show that 
Washington closely followed the course of 
the purge and did not once utter even a muted 
protest against the ongoing slaughter. The 
official altitude throughout was one of 
approval and promises of support behind the 
scene, studied silence in public. In Europe 
reactions were rather more mixed: alongside 
relief that Sukarno had been eclipsed there 
was concern about the wave of terror 
sweeping through Indonesia. Here too, 
however, feeli ngs of outrage were expressed 
without any vigour. In mid-July 1966 Time 
magazine called the annihilation of the 
communists in Indonesia the best news that 
had come out of Asia m many years. A Dutch 
journalist visited Bali barely a year after the 
massacre. His newspaper article had the 
intriguing title: ‘Bali purifies itself after 
horrifying wave of murders’. 5 The message 
was that the evil had been banished, had 
banished itself as it were. The journalist 
found few people who were prepared to talk 
about the incidents and even fewer who 
dared to deviate from the official version of 
events. 

Thirty years ago the curtain of silence fell. 
Are the people still traumatised by the horror? 
The victims who escaped with their lives, 
the families of the many who did not, and 
the perpetrators of this pogrom, are not 
permitted to come out into the open with 
their nightmares. Fear of breaking the taboo 
and also perhaps shame seem to prevent 
them from calling on their memories and 
their conscience. The Balinese myth is 
restored. A visit to the island, so promises 
the tourist brochures, is a journey to the 
paradise where people live in harmony with 
nature and with one another. 

Notes 

1 Geoffrey Robinson. The Dark Side of 
Paradise: Political Violence in Bah. Cornell 
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NDIA AND THE GLOBAL PHARMACEUTICAL INDUSTRY 


■ 

Spneli dtlivtrtd by Mr. T. Thomas, 
Chalrmaii, Glaxo India Llmltod at tho 
Company's Annual Qonoral Mooting on 
12th April, ISM. 

1. Consolidation through mergers and 
acquisitions 

Consolidation of firms within an industry over a 
period of time is an inevitable corollary to growth. 
Capital intensive industries such as Petroleum. 
Steel. Chemicals, Airlines, etc. were the earliest 
ones to feel the need to consolidate through 
mergers and acquisitions. This was because 
medium-sized companies could not raise the 
ever increasing scale of capital required or 
withstand the bigger risks involved. 

Consolidation in consumer product industries 
came next. The scope and need for global 
coverage drove firms to enter wider 
geographic areas through acquisitions. The 
cost of global advertising and marketing and 
the compelling advantage to extend product 
range were the other forces that drove 
consumer product companies like Nestle, 
P & G and Unilever to expand their business 
in the last 20 years through aggressive mergers 
and acquisitions. Each of these companies 
continue to acquire each year, scores of smaller 
firms and occasionally very large firms in 
several parts of the world. Almost half of the 
incremental growth of some of these giant 
companies could occur through acquisitions. 

2. Mergers A Acquisitions in the 
Pharmaceutical Industry 

During the last ten years and particularly in the 
last three years, there has been a very distinct 
trend towards consolidation in the 
Pharmaceutical Industry. The compelling needs 
for companies to continue to discover new drugs 
and bring them to market and the escalation in 
costs and risks associated with this process 
have been the major driving forces It is 
estimated that now-a-days it takes 12 years and 
about $ 300 mn to bring one new drug through 
the following stages upto FDA approval . 
Laboratory & Animal Studies 3 to 4 years, Phase 

1 Clinical Studies (Safety) 1 year; Phase II 
Clinical Studies (Effectiveness) 2 years; Phase 
III Clinical Studies (Testing) 3 years; FDA review 

2 to 3 years. Total 12 years. During the long 
gestation period, there is only a cash outflow 
without any returns at all, nor any guarantees 
for such return. The chances of success are 
extremely low. Of 10,000 new substances 
examined, 20 may enter the stage of animal 
testing; of these 10 may come up to clinical trials; 
and of the ten. one may obtain FDA approval. 
The long gestation period is combined with a 
very large element pf risk. There is no other 
^comparable industry'in which (a) long-term 
survival depends on a continuing stream of 
discoveries and (b) yet that process from 
discovery to the market place is so costly and 
uncertain. 

But even alter the successful discovery of a 


drug, its future is more uncertain than that of 
products in other industries which have long 
gestation periods and initial risks. Oil 
exploration is very expensive and risky. But once 
oil is discovered e.g. Bombay High or North Sea, 
the companies can rest assured of a flow of oil 
and gas for the following several decades and 
can keep on drilling more wells in the same 
region. There is no sudden obsolescence due 
to emergence of something better as in the 
Pharmaceutical Industry where a competitor 
can come out with a new drug and product 
patents can expire when others can copy your 
costly discovery. Thus, pharmaceutical 
Research & Development of new products is 
exceptionally risky and expensive. 
Consolidation within the industry helps to 
minimise the nsks and to improve the chances 
of combined success as companies created by 
merger of two or more companies will have 
access to a longer pipeline of possible new 
entities. Mergers also extend the market reach 
and thereby enable the consolidated company 
to spread the costs as well as the risks over 
larger volume. 

Another factor which drives consolidation within 
the Pharmaceutical Industry has been the 
unenviable position of the Drug Industry in 
relation to Government authorities throughout 
the world. From the richest nations (e.g. USA) 
to the poorest ones (e.g. India), all Governments 
are concerned about cost of drugs - more than 
the products of any other industry This in turn 
compels the Industry to bring out new drugs 
which can be patented and remain outside price 
restraints for a period of time. This is another 
compulsion for the Industry to spend more on 
R & D and take greater risks. 

Some of the acquisitions by pharmaceutical 
companies are for extending the range of 
technologies available to them Most of the 
traditional pharmaceutical companies had a 
very strong base in all branches of chemistry, 
but not in modern biotechnology. Therefore, 
such companies acquire companies with strong 
biotech base. Similarly, acquisitions are made 
to gam access to modern computer - based 
analytical technology. 

The process of consolidation through mergers 
and acquisitions in the Pharmaceutical Industry 
commenced much later than in other industries 
mainly because this industry itself is a relatively 
young industry - mainly a post World War II 
phenomenon. 

But once the process of consolidation started, 
it has been very rapid. Merger of Smith Kline & 
Beecham in 1989 for $ 6.9 bn, was one of the 
earliest ones of significant size. The pace has 
picked up since then. In 1994 alone there were 
about 1650 deals among pharmaceutical 
companies in the world and of these over 700 
involved ownership changes. The value of the 
largest 25 deals made in 1994 was $ 42 bn. 
This is much higher than the value of all deals 
made in 1993 which was $ 35 bn. Some of the 


big deals in 1994 were American Home's 
acquisition of Cynamide for $ 9.7 bn; Hoffman 
La Roche's acquisition of Syntax for $ 5.3 bn; 
Eli Lily's acquisition of PCS Health Systems for 
$ 4 bn; Sandoz's acquisition of Gerber for $ 3.7 
bn and Smith Kline Beecham's acquisition of 
Sterling for $ 2.9 bn. In 1995, the biggest merger 
was Glaxo's acquisition of Wellcome for $ 14.2 
bn; Hoechst's acquisition of MMD Roussel for $ 
7.2 bn; Pharmacia-Upjohn merger through 
Stock Swap; Rhone Poulenc-Rorer's acquisition 
of Ftsons for $ 2.7 bn; BASF's acquisition of 
Boots for $ 1.3 bn. In 1996 we have already 
seen the mega merger of Ciba and Sandoz. 

It is now almost an industry wisdom that 
medium-sized pharmaceutical companies like 
Zeneca, Warner Lambert and Schering are most 
likely to be acquired or merged with one of the 
mega pharmaceutical companies More of the 
larger companies may themselves tend to 
merge on a friendly basis as in the case of Ciba 
and Sandoz On the whole, the world 
Pharmaceutical Industry seems to be on the roll. 

3. Consolidation in Indian Industry 

A similar process of consolidation within each 
Industry is inevitable in India also as the Indian 
industry has been liberated from 40 years of rigid 
regulation and has to face international 
competition The removal of the rigours of MRTP 
with its restrictions on mergers and acquisitions 
has greatly facilitated such consolidation. The 
acquisition of TOMCO by HLL in 1994 was 
unthinkable even five years ago. Now the Indian 
Soaps and Detergents Industry will witness 
intense competition between Lever and P & G. 
This will greatly benefit the consumer in the long 
run and create a world class industry in terms 
of quality and costs. The same process has 
taken place in the Soft Drink Industry where 
Coke and Pepsi have acquired Indian 
companies like Parle and Dukes to consolidate 
their positions in this market 

In India, this phenomenon is so far largely 
confined to international companies operating 
here. Inevitably, over the coming decade there 
will be more Indian companies coming forward 
to acquire their smaller competitors and take the 
first steps to building up their size so that they 
can take on global competition. The entry of 
international companies will persuade Indian 
companies to consolidate instead of having to 
sell out to foreign companies. Regulatory 
agencies such as SEBI should be more 
understanding and flexible to facilitate this 
process. International finance companies are 
the mosV likely agents that will catalyse and 
promote such mergers and acquisitions within 
Indian industry. They have the experience, 
credibility and financial resources to undertake 
this task. 

4. Changes within Indian Pharmaceutical 
Industry 

The Indian Pharmaceutical Industry seems to 
be among the first to take concrete steps In this 
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included (he dalits. (he Muslims, a large 
.section of (he backwards and in more recent 
times the tribals as well. All of these arc now 
slipping out of' the larger and composite 
social coalition that provided to the Congress 
its all-India character which reached out. to 
all but the very poor strata of society.) Much 
of this is now pretty much destroyed and as 
the alienated and oppressed sections arc 
getting organised against the traditional status 
quo. not just the Congress but the pany 
system of which it had been the centrepiece 
are in decline and the country has entered 
a period of endemic instability. Institutional 
instability informs large parts of the world 
today. Pany systems in panicular arc in 
crisis almost over)'where. The Ross Perot 
phenomenon in'ihe US (as well as the new 
face of Republicanism ), the crisis in Canada, 
the erosions under way in Turkey, the fast 
changes taking place in most of eastern 
Europe, the crisis of 'one pany systems’ that 
had once provided the kernel of radical 
politics in large pans or Africa, not to speak 
of the changes found in our own 
neighbourhood (Bangladesh, Sri Lanka), all 
ol which underscore the changing 
relationship between the state and civil 


society as well as the relationship between 
the economy and the polity in large pans 
of the world. Both globalisation and the neo- 
liberal ideology that seeks to provide its 
dynamic motorforcc are destabilising the 
nation-state in large pans of the world and, 
with it, the pany system that had provided 
the institutional infrastructure to it. Till 
recently India looked like providing an 
exception to this worldwide drift. But 1996 
onwards it could well be the worst case of 
them all. 

Beyond Party System 

To sum it all, we may well be moving 
into an era. starting with 1996 but getting 
under way after the election, in which 
elections will depend less and less on 
panics, will be held under conditions in 
which the nation-building project is in 
jeopardy under the shadow of a neo-liberal, 
marketised, world order, resulting in a 
schizophrenic syndrome in which parties 
vying with each other for a few seats this 
way or other and in which the people wilt 
be looking outside and beyond panics in 
deciding their own preferences. All (his 


will take time, for the people at large, 
especially in rural areas and particularly 
the deprived sections thereof, still have a 
lot of faith in politics and in elections and 
parties as necessary vehicles thereof. But 
as they face a growing situation of both 
being taken for granted and being 
continuously divided and exploited, they 
too are likely to look for their own 
instruments forexpressing their preferences 
and commitments. 

In many ways then 1996 will provide a 
different kind of watershed that the ones 
provided so far. The point often made by 
commentators that there are no issues in 
the forthcoming elections misses the whole 
point that the election is likely to begin a 
process of restructuring the very nature 
and composition of the polity, of course, 
after a period chaos and destabilisation and 
possibly one or two more elections during 
which the various citizen initiatives that 
have already begun during 1996 will get 
better organised and provide a basis lor a 
new alternative. Not just an alternative 
party system but perhaps an alternative to 
the prevailing model of a party system and 
the political system based thereon 



The Institute of Public Enterprise, an autonomous non-profit making organization has recently established a Biotechnology Unit 
(BTU) to coordinate the implementation of Andhra Pradesh - Netherlands Biotechnology Programme sponsored by the Special 
Programme, Biotechnology and Development Cooperation, Ministry of Foreign Affairs, The Netherlands. 


The project focuses on the potential contribution of Biotechnology to the solution of major agricultural constraints experienced 
by the small scale farmers in Andhra Pradesh in the rainfed areas. 

The main tasks involved in the project are: Identification of priority areas and possible intervention through Biotechnology, 
assisting the policy making body in the formulation of research proposals for funding, and monitor and evaluate the funded 
projects. The Unit also provides an interface between the technology developers and end-users of Biotechnology and liaises with 
the Special Programme. 

For the implementation of this project, the Biotechnology Unit of IPE invites applications for the following subject experts: 

SUBJECT EXPERT (Biotechnology) 

EaaantU: (i) Master's degree in Biotechnology or allied subjects; (ii) Experience of not less than 5 years in the subject 
concerned. Detfrabfe; (i) Doctorate in Biotechnology or allied subjects; (ii) Good published research papers in Scientific journals; (iii) 
Willing to work in a multi-disciplinary team with an aptitude to work in field oriented development programme. 

SUBJECT EXPERT (Rural Development) 

EaaantU: (i) Master's degree in any discipline; (ii) Experience of not less than 5 years in Agriculture & Rural Development. 
Daakabk: (i) Doctorate jn any discipline; (ii) Good published papers in reputed journals; (iii) Familiarity with working of Non- 
Governmental Organisations involved in Rural Development. 

The appointments will be on contract basis for three years. Deputation will also be considered. 

Salary will be commensurate with qualifications , experience and attitudes. 

Interested persons may please apply with full bio-data to The Director, Institute of Public Enterprise, Osmania University 
Campus, Hyderabad - 500 007, within 15 days from the date of appearance of this advertisement. 
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The Science Question in Post-Colonial Feminism 

Meera Nanda 

Arguing against the tendency of some post-colonial feminists to decry Descartes - and through him,the entire legacy 
of the Enlightenment and the Scientific Revolution - as western and 'patriarchal \ this article suggests that scientific 
rationality tan serve to generate a critical stance toward the cultural discourses that constitute the self-identities 
of women living under traditional patriarchal arrangements in post-colonial societies. 


I 

HIS feminist sympathies are not something 
that Ernest Gellner, a philosopher and a 
social anthropologist, is best known for. In 
fact, ‘women’ receive two. and the ‘feminist 
movement’ exactly one passing reference in 
the books that inspired this paper. 1 And yet. 
this Indian feminist finds a deep personal 
resonance in Gellner’s affirmation of reason 2 
as an ally of all those struggling to break 
free from the margins which their natal 
cultures have consigned them to. 

Gellner answers some of the doubts I’ve 
long entertained about the implications of 
the cur&enily fashionable hermeneutic 
egalitarianism lor the project of political 
egalitarianism. Accepting for a moment the 
post-modernist idea that what and how we 
know depends on our social location, can 
the assumed equality of knowledge systems 
of all social groups, irrespective of (heir 
location in the hierarchies of power, 
realistically hope to alter the balance of 
power in the favour of the relatively 
powerless, including those who have been 
historically denied full participation in the 
social order - the colonised people, the people 
of colour, the majority of working people, 
and in all these cases, only doubly so, women? 
In other words, what will serve the 
emancipatory interests of those on the 
margins of power - an insistence on the 
presumed cognitive validity (and indeed 
superiority) of their diverse local, traditional 
knowledges, as has become common in the 
contemporary critiques of western 
modernity? Or a chance to acquire and 
participate in the dominant knot wedge 
systems, which in the contemporary world 
are closely associated with modern scientific 
rationality? Gellner offers an interesting and 
original argument tor why the subjugated 
need to overcome the duality between the 
local traditions ol knowledge and the 
^western’ scientific rationality which has 
become nearly universal in its reach: they 
need to appropriate the latter in order to enter 
a creative dialogue with (he former. Thus, 
a repudiation of oppressive power structures 
and ideologies does not require a redpudiat ion 
of reason or. in Gellner's terms, you can 
negate Kipling without having to renounce 
Descartes (1992b:30). 

Women may not be foremost on Gcltner’s 
agenda, but I wish to appropriate his defence 


of reason for women’s struggle for autonomy, 
equality and dignity in post-colonial (third 
world) societies. I argue against the tendency 
of some post-colonial feminists to decry 
Descartes - and through him, the entire 
legacy ot the Enlightenment and the 
Scientific Revolution - as ‘western’ and 
‘patriarchal’ Instead, I try to show why 
women in post-colonial societies need the 
spirit of Descartes to fight not just Kipling, 
but our own Munu* as well 1 suggest that 
scientific rationality can serve to generate 
a critical stance toward the cult ural discourses 
that constitute the self-identities ol women 
living under traditional patriarchal arrange¬ 
ments in most post-colonial societies. Reason 
can become a pail of thiid uorld women’s 
"situated knowledges’* and provide a set of 
non-arbitrary criteria against which the claims 
of the arbitrary authority ot the lather, the 
family and the community can he judged. 
This with Gellner's help. I intended to go 
against the grain of contemporary feminist 
and post-colonial critiques ol science and 
argue that post-colonial women can indeed 
use the ‘‘master's tools to dismantle the 
master’s house" ILorde I984|. 

Such an explicit dctcnce of reason has 
become heretical in these post-modern 4 
limes, especially when it follows from the 
work of a "humble adherent of Enlightenment 
Rationalist Fundamentalism” as Gellner calls 
himself (1992h:80). After the humbling 
reason has taken lately, Gellner's ideas may 
strike some as quaint (or dangerous) 
anachronisms - an intellectual equivalent of 
meeting and card-carrying Bolshevik who 
insists on calling St Petersburg, Leningrad. 
Ernest Gellner, of course, is no Bolshevik, 
eptstcmic or political. As one ol the best 
known contemporary British philosophers, 
Gellner is not only familial with, but has 
actively shaped the debate over the 
plausibility of a notion of Truth that can 
transcend culture, gender, race and class. 
Neither is he, as we shall see, incognisant 
of the disasters - colonisation, the Gulags 
and the death camp - that have followed in 
the wake of each attempt to reorder societies 
in the image ot some transcendent Truth. If 
Gellner were simply asserting the superiority 
of a transcendent reason as a matter of faith, 
reading these books wouldn't be worth the 
effort. But he provides a persuasive defence 
of the liberatory potential of the ethos of 
scientific rationality. 


This makes Gellner especially relevant for 
those of us for whom reason and science 
have come prefixed with ‘western’, a qualifier 
with connotations not only of foreign origin, 
but also of a history of material exploitation 
and cultural oppression associated with 
colonialism. Consequently, women from 
post-colonial societies have an exceptionally 
‘uneasy alliance’ (to borrow a phrase lrom 
Seyla Benhabih. 1995) with both reason, 
and with the post-modernist repudiation of 
it. The Enlightenment reason and science 
came to the post-colonial world not as 
harbingers of progress - however, contra¬ 
dictory and ambivalent it has been tor our 
sisters in the west'-but as a part ol the 
apparatus ol the empire meant to administer 
the natives’, which included a rationalisation 
ot local patriarchal practices This explains 
why the post-modernist critique of the 
Enlightenment and reason ha\c found a 
tiemcndous resonance among some posi- 
colonial intellectuals, including feminists, 
some of whom tend to embrace a nostalgic 
and nationalistic anti-modernism" 

But if third world feminists haven’t 
entirely lost laith in the ‘western’ idea of 
emancipation, with all that it promises - self- 
determination and personal autonomy, 7 
equality in the public and private sphere - 
wc have to combat all relations of patriarchy, 
western and ancestral. Gianted that the two 
are overlaid on one another, each reinforcing 
the other through a complex and historical 
complicity between them Yet, ancestral 
oppressions do not become any less cruel 
just because they are ‘our own’, and alien 
ideas do not exhaust themselves just because 
they are ‘not ours’. This reasoning obviously 
represents the worst kind of genetic fallacy 
and can only lead to a suffocating, reactionary 
nationalism which has never been anything 
but oppressive for women. Indeed, as Seyla 
Benhabib (1995:27) points out, there arc 
limes when in order to free ourselves from 
the chains ‘our own* culture has forged for 
us, a "social critic [has toj become the social 
exile"? As third world feminists, then, wc 
can’t unambiguously join the post-modernist 
and nationalistic critics in bidding farewell 
to modernity and reason, for reason has been 
both a source of oppression and a resource 
for emancipation for women. Geliner's 
special talent lies in the way he compels his 
readers to remember the often forgotten 
emancipatory impulse of reason. 
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Emancipatory. That is exactly how I 
experienced the training! received in India 
m the field of molecular biology - 1 have 
a PhD in this embodiment of * reductionist*, 
patriarchal’.and western’ science.Learning 
and doing science in my otherwise tradition- 
bound community opened up a whole new 
world lor me: it gave me the intellectual 
resources to define a sense of self and to 
demand a modicum of autonomy from the 
claims of my family and community. 
Ironically, the very struggle for the right 
to follow' my own project changed my 
relationship with my project itself: I could 
not continue to do science as a mere career. 
I wanted it to illuminate my whole world. 
I became active in science for the people’s 
movements and worked as a science writer 
for a newspapei in India. Looking back. 
I count my years m (he laboratory as the 
most transformative period in my life.* 
That’s why I am never fully convinced by 
the arguments ol my western friends who 
decry science as deeply gendered and 
misogynist Arguments ol my old friends 
Irom India, similarly, who have become 
increasingly vocal in denigrating scientific 
rationality as an agent of imperialism and 
•western patriarchy* |Shiva I989J fail to 
sway me. 

II 

Is it any surprise, then, that I find myself 
cheering Cicllncr when he writes “autonomy 
requires reason and reason requires 
autonomy" 11992a. 157)? I submit that, post¬ 
modern scepticism regarding the idea of 
autonomous individual notwithstanding, wc 
must pay attention to the histone, autonomy- 
enhancing role ol reason. 

What does autonomy consist of, and what 
does reason have to do with it? In 
philosophical terms, the Enlightenment 
rationalism was driven by the quest for a 
solid and autonomous sense of the self * a 
sell capable of constructing the world on 
foundations that arc wholly one’s own and 
not simply taken over from an unexamined 
cultural inheritance. The quest for rational 
self-creation - to trust nothing that you 
have not made and tested yourself - is what 
separates the moderns from the ancients. 
To be modern is to be compelled to face 
reality, unaided by the consolations of 
traditions, religion or metaphysics - and 
unhindered by the constraints of arbitrary 
authority. 

These are problematic statements. I am 
lully aware that the post-modern academy 
lias long since declared the ’death’ of such 
an autonomous subject. Far from an ideal 
to strive for, the idea of a sovereign, self- 
determining subject has been declared an 
arrogant fiction of liberal humanism, which 
has sought to universalise the western male 
concept of reason over all other modes of 
being, perceiving and living. According to 


the critics, what the Enlightenment wrought 
was not emancipation from convention, 
superstition and arbitrary authority, but the 
beginning of a new totalitarianism of western 
’rationality. Thus, they wish to replace this 
humanist hubris with a sense of radical 
situatedness and relativeness of all human 
knowledge. 

This is where the contemporary critics of 
the Enlightenment rationality will have to 
reckon with Gcllncr, a life-long defender of 
the universal cognitive power of science. 
Gellncr accepts (hat any straightforward, 
mimetic representation of reality in which 
our knowledge can be grounded is 
impossible. The Promethean aspiration of 
the Enlightenment tor certain knowledge, 
based only on sell-produced and self-tested 
mental/scnsory resources was bound to fail 
because we cannot fashion our cognitive 
tools from (he cultural resources available 
to us: the social relations, (he language, the 
myths and the rituals. But while Gellner 
accepts the constructed nature of scientific 
knowledge and rationally, he refuses torcad 
it as announcing the ‘death’ of reason, 
objective knowledge, etc, as the post-modern 
thinkers tend to. 

If all knowledge, including scientific 
knowledge, is socially and culturally 
constructed, is it possible at all not to take 
the post-modernist and post-colonial redoubt 
which proclaims the cognitive equivalence 
of all knowledge claims? In this respect. 
Gellner seems to be asserting two 
contradictory theses, yes. reason is bound 
by culture; and yet, knowledge beyond local 
cultures and morality - epitomised in natural 
scienes - is not only possible, it is a central 
feature of our shared human condition in the 
late 20th century. This tension is palpable 
throughout Gellner’s work, though it is finally 
resolved in Reason and Culture . In Post¬ 
modernism. Reason and Religion , Gellner 
puts up a spin ted defence of the existence 
of “knowledge beyond culture and morality" 
(I992b:54) against the post-modernists 
(especially anthropologists among them who 
posit a symmetry and cognitive equivalence 
among all knowledge systems), and against 
the religious fundamentalists (who put 
revelation above evidence). 141 In Reason and 
Culture , Gellner teds his readers to a journey 
through the history of scientific rationality, 
starting with Descartes - Hume - Kant to 
Durkheim, Weber and the intellectual 
progenitors of the post-modern challenge to 
reason, namely. Kuhn and Wittgenstein. 

JII 

I find Gellner’s resolution of this contra¬ 
diction quite persuasive: rationality cannot 
transcend culture but it can-and has* 
engendered a new kind of culture. In this 
new culture, scientific rationality with its 
methodological imperatives of exposing our 
beliefs to empirical evidence becomes our 


tradition, our “custom and example 4 *. 
Gellner*s own words can best convey the 
flavour of this new culture: 

The Cosmic Exile, the opting out of culture, 
is impracticable. But it constitutes the noble 
and wholly appropriate charter or myth of 
a new kind of culture, a new system of a 
distinctively Cartesian kind of Custom and 
Example. Custom was not transcended: but 
a new kind oj custom altogether was 
initiated, [a culture) built on wholly new 
principles. All the same, it was a culture, 
rather than a transcendence of all cultures, 
as Descartes had supposed it had its own 
and distinctive compulsions, and they too 
had their social roots, as Weber .taught 
(1992a: 160-61) (emphases in the original). 

While Gellner is an unabashed partisan of 
this new culture, he is by no means unaware 
of the bloody history and the spiritual/moral 
poverty of all attempts to engineer a rational 
social order. We shall shortly examine how 
he resolves this set of contradictions. But 
before we do that, it’ll be worth out while 
to flesh out the history and the contents ol 
this scientific culture that Gellner wants to 
defend, more so because the patron saint of 
this new culture, Rene Descartes, has been 
lately out of favour with the feminist and 
post-colonial critics of the Enlightenment. 

In Gellner’s eloquent and sympathetic 
account, cognitive autonomy was what 
Descartes was after when he set out to 
systematically doubt all “truth of which I 
had been persuaded merely by example and 
custom” (Descartes, quoted by Gellner). For 
Descartes, “example and custom” - that is, 
inherited culture - cannot provide secure 
enough foundations for one’s beliefs, for 
there is no way of ascertaining that the 
received wisdom is free from error, or that 
it is the best possible answer M As Gellner 
describes it, the baule lines were clearly 
drawn between individual reason and 
collective culture. Descartes believed that 
’’truth can be secured only by stepping outside 
prejudice and accumulated custom... by 
means of proudly independent, solitary 
Reason” (1992a:8). The collective and 
customary can be overcome only by the 
inner compulsion of clear and distinct ideas, 
the classic example of which, of course* is 
the argument Descartes is bes{ known for: 
I think, therefore I am. The indubitability 
of this argument gave Descartes grounds for 
believing that cognitive trustworthiness was 
available. He then went on to infer the 
existence of a benevolent god (no less?) from 
the existence of the thinking self, and to 
conclude that the clear and distinct ideas 
underwritten by god are fit to guide us 
toward certin knowledge. 

Some feminist critics have interpreted 
Descartes' association of reason with trans¬ 
cendence (i c, overcoming) of the circum¬ 
stantial, the given and the sensory* all 
attributes historically associated with the 
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feminine - as inaugurating a masculine 
rebirth of knowledge which led to thegradual 
separation of women and rationality. 13 One 
of the major weaknesses of Gellncr is that 
he simply doesn’t engage with the 
considerable feminist literature on this 
subject. But in my reading, Gellner is not 
completely at odds with the feminist reading, 
although in the end, as we shall see, he does 
not give gender, nationality or any other 
biographical feature of the knower much 
weight in the acquisition and appreciation 
of scientific knowledge. 

Descartes’ was only the beginning of the 
rationalist programme. Hume and Kant- 
and through them, the 18th century 
Enlightenment - inherited Descartes' quest 
for knowledge that could be validated without 
falling back on the dreaded “custom and 
example". In a very eloquent (though not 
terribly original) interpretation, Gellner 
emphasises the autonomy-enhancing aspects 
of Kant's “anli-Copemican Counter-Revo¬ 
lution". He presents Kant as “having used 
philosophy to restore centrality to mankind 
(sic). He made the structure of the human 
mind, rather than the structure of the world, 
pivotal and fundamental" (1992:26). In other 
words, the order tfeat makes things knowable 
is not inherent itf'those things themselves, 
nor backed up by a guarantee by a benevolent 
god: it inheres instead in the manner in 
which our mind handles and classifies them. 
Wecannot think of the world any differently, 
and it is these universally shared inner 
compulsions that make us human. 

The denouement came with Durkheim 
and Weber in the early 20th century. Not 
satisfied with Kant' s assumption of a rational 
orderthat simply inheres iftall human minds, 
across history and across cultures, Durkheim 
went on to actually observe human rat ional ily 
in the real world. In the process, he opened 
the door once more to culture and example, 
not as a source of error but much more 
fundamentally, as the very source of our 
rationality itself. The Kantian order does not 
simply inhere in the human mind, but is 
instilled there through ritual; thus when we 
think, our culture thinks through us. 

On a Durkhcimian reading, the Cartesian 
flight from the merely conventional and 
customary was not only not possible, the 
scientific rationality it sought was itself the 
voice of the society - and not society as 
such, but the early-modern, western society 
with its own peculiar cultural-religious ethos. 

It was Max Weber who showed that it was 
a “special mutation of the sacred" i e, the 
rise of Protestantism, that instilled a new 
kind of compulsion in Descartes and his 
followers: “to accept only conclusions 
imposed in a state of sobriety whilst 
comemplating lucid, clear and distinct, 
uncontentious notions... (and to reject] the 
did reliance on the local, unsymmetrical 
accidents of history, on the arbitrary rituals 


of this or that culture" (I992a:50), The 
Enlightenment codified this new kind of 
compulsion in the formal structure of modem 
science, and in the process obscured its 
social roots. Gellner follows the return of 
the repressed - all that is cultural, 
contingent - right through the historicism of 
Collingwood and Kuhn. Schopenhauer, 
Nietzsche and Freud and later Wittgenstein 
(in Reason and Culture) to the contemporary 
cultural anthropologists who have followed 
Cl i f ford Geertz Vi nterpret i ve turn" (i n Post¬ 
modernism. Reason and Culture). But in 
Gellncr's account, all the later social and 
cultural constructionists appear as pale 
shadows of Durkheim and Weber who struck 
the first blow against the Enlightenment s 
hubris of transcendence. 

Thus far, Gellncr's reading is not at odds 
with the feminist and other post-philosophy 
critiques of scientific rationality. If what 
passes as scientific reason is only a peculiar. 
17th century European variant of the 
Protestant ethos, it cannot possibly claim to 
transcend time, culture and biography. How 
can such a cultural construct not bear the 
signature of its pioneers* and practitioners’ 
gender-the most primordial cultural 
category that gives meaning to most of our 
metaphysical categories? Once scientific 
rationality is placed in its cultural context, 
the gender of the knower can no longer be 
taken as irrelevant to what is known. Feminist 
suspicion of the masculine bias of reason is 
well grounded in the historical fact that the 
ideal type of the thinking and deliberating 
subject, as constructed in western rationalist 
tradition from Plato onward, has coincided 
with that of a ‘man’. As wc know through 
the work of well known feminist historians 
of the Scientific Revolution (notably Carolyn 
Merchant and Susan Bordo). the increasing 
value on rationality in early modern Europe 
coexisted with a historically high level of 
gynophobia. This provides grounds for the 
often heard critique of Descartes us having 
initiated a radical separation of women and 
rationality. The post-colonial critics of reason 
similarly argue that while, bourgeois cultural 
ideal of reason was imposed upon the 
colonised people as a privileged way of 
knowing the ‘objective* reality. 

But even though the feminist and post¬ 
colonial critiques of science can be read into 
Gellner's account of the denouement the 
Cartesian project has faced in the hands of 
anthropologists, sociologists and present- 
day post-modernists, Gellner himself has no 
sympathy for these critiques. 11 He accepts 
the cultural boundedness of cognition, but 
refuses to label scientific reason as masculine, 
western or as “the ventriloquist’s dummy of 
a given social order" (1992a:52). 

As hinted above, he maintains his 
apparently contradictory position by treating 
reason not as transcending culture, but as 
constituting a distinct culture in itself. In 


what he calls hit "doctrineof the Big DltdtT 
(1992b:50), Gellner believes that the new 
culture heralded by the Enlightenment and 
the subsequent Scientific Revolution in the 
west marks a great discontinuity in the 
intellectual history of humankind in the sense 
that a new form of knowledge came into 
existence which “surpasses all others, both 
in its cognitive power and in its social iciness" 
(I992b:50). Even though human cognition 
cannot transcend culture, yet, when scientific 
rationality itself provides a new cultural 
context, the result is knowledge that can 
transcend culture - knowledge that passes 
under the name of science. Science, Gellner 
holds, provides "an idiom capable ot 
formulating questions in a way that answers 
are no longer dictated by the internal 
characteristics of the idiom of the culture 
carrying it, but by an independent reality" 
(I992b:75). 

Gellner makes a strong case that in our 
times, scientific rationality has indeed 
become a part ot our cultural ethos, not just 
in the west but all over the world. The 
Cartesian quest for certain knowledge was 
futile, but it has become inescapable and 
mandatory, because: 

this aspiration defines us, even though it 
cannot be fulfilled We are what we are 
because our ancestors tried so hard, and ih.it 
effort has entered our souls and pervaded 
our cognitive custom We are a rate of 
failed Prometheuses. Ratinnalixm is our 
destiny .. We are not free of vulture, of Custom 
and Example: but it is of the essence of our 
culture that it is rooted in the raiiomdist 
aspiration (1992a: 159) (emphasis added) 

Suspending all value judgment for a 
moment, there is ample evidence to support 
the proposition that scientific rationality has 
become ‘ourdestiny’. For betleror tor worse, 
and not minimising the impact ofcolonialism 
on demolishing the self-confidence of non- 
westem societies in their own knowledge 
systems, it is an empirical fact that modem 
science has acquired a near uni versak appeal 
One need not look beyond the desperate 
eagerness of third world societies to emulate 
the success of technologically advanced 
societies (often with disastrous results) to be 
reminded of the deep appeal this cognitive 
style has come to exert. While one can have 
reservations about its desirability, the fact 
that we live in a world where one cognitive 
style is being sought and adopted by diverse 
cultures and peoples can hardly be denied. 

IV 

Accepting the empirical fact of the 
emergence of scientific reason as a new kind 
of culture with universal pretensions and 
appeal is the easier part. The harder part lies 
in answering the questions that follow. To 
begin with, what is it about scientific- 
rationality that gives it the grounds to claim 
universality for its knowledgeclaims? More 
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importantly Tor the political project of 
feminism in post-colonial societies, what 
makes scientific rationality of source of 
empowerment against the constraints of 
"custom and example" which often are 
antithetical to the idea of individual 
autonomy. Gellncr provides answers which 
I find convincing, for the most part. 

Ever since Foucault. the answer to the first 
guest ion has become; power. Scientific 
reason umvcisahses itself because it has 
become indissoluble from all regimes of 
disciplinary power. The cognitive content of 
science, truth or lalsily of its claims are no 
longer even conceivable apart from the 
power of science as an institution and a 
cultural practice. Gellncr dismisses this 
whole tradition that stretches beyond 
Foucault to all species of social con¬ 
structionisms in a one-liner: “the contrary 
view is olten heard, but it simply false" 
(1992a: 167) He substantiates this rather 
imperious move by arguing against the 
thesis ol theory-ladcnnc&s on which the 
generic social constructionist critique of 
science rests. Indeed, ‘Prometheus Per¬ 
plexed', his concluding chapter of Reason 
and Culture, contains the most pithy argu¬ 
ment against theory-ladenness of observation 
that I've ever come across. 

Thcory-ladcnncss ol perception has been 
the Achilles heel of all attempts to ground 
scientific rationality in objective reality. 
Because wc gain access to the objects of 
scientific investigation only through the 
languages and concepts in which we think, 
(here is no way to get outside our beliefs, 
or to step outside language, in order to 
compare our claims about the object of 
investigation with bare, unmediated reality. 
We cannoi thus, in principle, expose our 
hypotheses to the real ’ world. Because nature 
and society are not distinct, all knowledge 
about the objective world (natural or social), 
and therefore the scientific method itself, is 
social. As anyone familiar with contemporary 
critiques of science will be able to attest, this 
has become the dominant view in the 
humanities, including most Women Studies 
departments. 

Gellncr, needless to say, finds this critique 
highly unsatisfactory. He offers a defence 
of the scientific method that ties up neatly 
with his conception of reason as culture. The 
cultural ethos of the scientific tradition 
initiated by Descartes and carried over by 
Hume, Kand and later empiricists, makes it 
possible to keep theory-saturation down to 
acceptably low levels. Unlike pre-scientific 
beliefs which are imposed on those bom into 
them as ‘package deals' and are protected 
from ciritical scrutiny, the ethos of science 
makes it imperative that we open the 
packages, that we "break up what is actually 
experienced, and turn it into the final court 
of appeal of theories" (1992a: 167). These 


theories are themselves testable by exposing 
them to data not under the control of 
interpretations based on the theories being 
tested. This escape from theory-saturated* 
ness is possible because the interpretations 
which accompany perceptions are them¬ 
selves repeatedly scrutinised over time 
from divers viewpoints - as the scientific 
method holds, at least as an ideal. Thus, 
science as a collective and cumulative 
enterprise continually breaks up all theo¬ 
retical assumptions into experimental 
propositions and thus succeeds in bringing 
"truth under the control of nature” rather 
than society (1992a: 147). If nature can 
control our truth claims, then the existence 
of trans-cultural knowledge becomes 
unproblematic. 

What Gellncr seems to be claiming is that 
while the historic origin of reason was 
culturally bound (a la Durkhcim and Weber); 
scientific rationality, understood as a 
sensibility, a temperament, a style of thought, 
can be adopted by diverse cultures situated 
in different geographical, historical and 
linguistic spaces. The scientific temper is 
universally miscible with other cultures - 
with often unexpected and transformative 
results - because it is based on one clear and 
distinct idea that the rational mind cannot 
ignore, namely, "that anything which is in 
conflict with independently, symmetrically 
established evidence, cannot be true" and 
must be refused (1992a: 147). As shown 
above, Gellncr believes that through 
collective and relentless questioning of all 
assumptions underlying our theories, science 
can arrive at just such independent evidence. 
Thus, in scientific rationality, we as a species 
have found an idiom capable of formulating 
questions about nature in such a way that 
answers are no longer dictated by the internal 
characteristic of the idiom or the culture 
carrying it but by an independent reality -• 
a phrase Gellncr uses often and without the 
apologetic quotation marks that have become 
almost mandatory these days. 

Gellncr fredy admits that he has not solved 
the problem that has exercised philosophers 
of science for long, namely, how science 
works. He offers only pragmatic and fairly 
commonpiacc observations to support his 
conviction that culture-transcending know¬ 
ledge does exist - for instance, the fact that 
the propositions and claims ol science, in 
their purely technical content, are translatable 
without loss of efficacy into any culture and 
any milieu and that the new knowledge 
actually makes the real world obey its laws, 
as is obvious in technological advances all 
around us. But this recourse to consequences 
does not invalidate Gellncr's argument. 
Indeed, it is equally possible to‘turn the 
tables on the post-modernist critics for they 
have failed to account for the pragmatic 
success of science. 


V 

Sotranscultural knowledge is posiblc. But 
is it desirable? What kind of knowledges are 
more empowering for post-colonial women 
struggling to gain a fuller self-hood and# 
autonomy; purely local and experiential, as 
our post-colonial critics of science call for?; 
or the scientific as the sole privileged and 
correct source of knowledge, as the colonial 
powers and the modernisers maintained? 
These are the only two mutually exclusionary 
options post-colonial critics seem to be able 
to think of, and both are obviously rather 
stark and difficult choices in a world where 
the boundaries between the local and the 
cosmopolitan are becoming fuzzier by the 
day. 

But Gellner strongly suggests that the 
critics may be posing a false anti-thesis 
between the local and the cosmopolitan. 
Although he does not cite Donna Haraway 
(or any other feminist science critic, for that 
matter). Gellncr comes close to her idea of 
"situated knowledge" [Haraway 1991:1871 
in which the local and the universal exist 
in a creative tension with each other, each 
interrogating the other and providing the 
knower with a partial but reliable and 
verifiable knowledge that is suitable for living 
in freedom and dignity in this fast globalising 
world in which “we have no clearly 
demarcated communities; [but only] fluid 
and unstable ones” (J992b:90). Thus 
according to Gellner when women with my 
kind of cultural background learn the idiom 
of modem science in our local settings, we 
should not be perceived as being 
(re)entrapped in a western, imperialistic 
episteme. Instead, it is possible, according 
toGellner(and again in close approx imat ion 
with Haraway's notion of situated 
knowledge) to see post-colonial women 
remaking themselves through scientific 
rationality into Haraway's cyborgs, the 
carriers of "opposition consciousness", who 
are trying to cross the boundaries between 
‘our own’ and ‘their' traditions (and 
oppressions). 

It is important to be clear about what is 
being actually claimed here. Science, accord¬ 
ing to Gellner, absolutises no substantive 
convictions but only some formal, procedural 
principles of knowledge (1992b:80). After 
all is said and done, the strengths assessed 
and weaknesses critiqued, this procedural 
requirement - to accept nothing that 
contradicts independently established 
evidence (which is not impossible, as 
Gellner tries to show) - is what remains as 
the most precious legacy of the 
Enlightenment. Gellner. however, deploys 
this procedural demand in a cultural rather 
than a formal sense. The scientific method 
appears in his works more like an ethos, 
a temper, an attitude rather than the 
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scientific method, whose essence is still a 
mutter of interminable debates among 
philosophers, historians and, lately, 
sociologists of science. 

What makes (his method, understood as 
an ethos, a source of empowerment for all 
those who have been denied their full person- 
hood in all ancitns r?ghnes?Tbc short answer 
is its deep levelling quality. The scientific 
ethos mandates that: 

there are no pn v i leged or a priori subsianti ve 
truths. All facts and observers are equal. 
There are no privileged Sources or 
Affirmations, and all of them can be queried. 
In inquiry, all facts and all features are 
separable: it is always proper to inquire 
whcthci combinations could be other than 
what had previously been supposed. In other 
words, the world does not arrive as a package 
deal - which is the customary manner in 
which it appears in traditional cultures - but 
piecemeal Strictly speaking, though it 
arrive.s as a package deal, it is dismembered 
by thought (I992b:80) (emphases in the 
original) 

This, combined with his stress on the 
possibility ol observations not dependent on 
our preconceived theories, leads to this basic 
formulation ol the .entitle ethos: separation 
of all questions and issues, the subjection 
of all claims to tests not under own control 
and ihe logical pi maple that no generalisation 
incompatible with the results of these tests 
may be accepted. 

These methodological imperatives indeed 
are potent enough to "place culture on trial 1 ’ 

(1992a: 169). No arbitrary authority - of god, 
the lather, the custom and example* - can 
survive this kind of scrutiny-by-doubt. The 
insistence on good reason* - which can be 
put to test - is fundamentally antithetical to 
the acceptance ol authority that is not 
supported by reason. Here Gellncr is 
reaffirming (though in a far more optimistic 
vein) what Max Weber described as 
'disenchantment* ol the world: a world where 
there are no privileged individuals, 
institutions or occasion, a world without 
miracles or saviours. No wonder then, the 
traditionalistforccsevcrywhcrc - the cultural 
nationalists and religious fundamentalists 
alike - vent their tury at science. 

I submit, and I am confident that Gcilner 
would agree, that women from post-colonial 
societies have a stake in such a process of 
dethronement of arbitrary authority. All 
traditional, largely agrarian cultures 
(including that of the west before the 
Industrial Revolution) have at best offered 
a mixed deal to women. The warmth and 
closeness ol the ‘community’, so much in 
vogue these days among critics of modernity, 
have historically exacted a disproportionate 
price from women. In theory, science may 
not be able to validate its own methods and 
ground its answers in the indubitability of 


clear and distinct ideas or observations, as 
Descartes and the empiricists had hoped for. 
But in practice, the spirit of scientific inquiry 
can - and having lived through it, I can attest 
that it does indeed - enable women and all 
‘others’ to demand good reasons for the 
conduct required of them by their natal 
cultures. Only on the premises afforded by 
the scientific ethos - that is. to accept nothing 
that contradicts with independently 
supported, non-nrbitrary facts-can one 
begin to see that "authority unjustified by 
reason is tyranny, and when supported by 
reason, is redundant, for reason alone should 
suffice" (1992a. 137). This recognition is the 
necessary first step toward selfhood. 

It is not difficult at all to shoot down 
Gellncr's paean to Reason as the great 
iconoclast: indeed, in the present intellectual 
context, defending it has become much more 
iconoclastic. Even a cursory glance at the 
stifling contormism and commodity worship 
that prevails in the scientifically advanced 
cultures of the west is sufficient to lead one 
to doubt the role ol the Great Emancipator 
Gellncr has cast reason into Gellncr seems 
to credit Reason with virtues it has never 
possessed Women, for instance, have very 
good reasons to know that all knowers have 
never been considered equal in scientific 
institutions, nor have all I acts and assumption 
been questioned with equal intensity, as 
Gellncr claims in the passage cited above. 
There arc privileged metaphysical 
assumptions that derive their cognitive force 
from the cultural practices of privileged social 
groups. To some extent, the scientific method 
is able to keep them f rom being injected into 
all observations, but the play ofthesecultural, 
pre-given and unquestioned sources of 
authority cannot be completely denied in 
science. 

Gellncr would agree with his critics that 
he has, indeed, drawn an idealised image of 
Reason. But that is exact ly what distinguishes 
him from his critics: he wants to preserve 
the ethos of Enlightenment reason as an 
ideal to struggle toward, while the assorted 
post-colonial, post-modern critics arc so 
disenhanted with the project of Enlighten¬ 
ment, that they want to establish the undesir¬ 
ability of the very idea of science, reason 
and modernity. The problem with letting go 
of reason even as an ideal is that then there 
is nothing left in whose name arbitrary 
authority of patriarchal institutions and 
practices can be challenged. (There remain 
the local narratives, as post-modernist critics 
of metanarrutives are prone to point to but 
as Seyla Benhabib (1995) and Norman Geras 
(1995) have argued persuasively, in the 
absence of some non-arbitrary guidelines, 
any ranking of local beliefs would remain 
a matter of arbitrary preference which is 
always determined by those with power.) 
Moreover, if wc accept that historically, 


women have made mote substantial gains 
toward personal autonomy in those societies 
where all traditional institutions have had to 
justify themselves before the tribunal of 
reason as compared to those societies which 
still recognise a "Fount of Authority. whether 
it be a Person, a Text or an Institution** 
(l992a:65) w it becomes hard to willingly 
bid farewell to 'their* scientific ethos. 

VI 

Finally, there is only one minor, though 
critical, issue left: how docs one reconcile 
the emancipatory potential of this idealised 
reason with its actual history of complicity 
in the worst kinds of oppressions, from the 
colonial exploits of the west to slavery and 
(he Gulags? How can onejustify and advocate 
laith in a scientific temper in the face of the 
rising chorus of voices in contemporary 
post-colonial societies which justifiably point 
to the crimes of reason against their self- 
identities? Moreover, following Gellner’s 
argument to its logical conclusion, by giving 
reason the status of a new. cosmopolitan 
culture which is allowed to set standards for 
ranking the traditional motes of the non- 
western societies, aren't we falling m the 
same old Orientalist trap Edward Said and 
others following him have been warning 
against? - 

What protects Gellncr liom charges of 
scientism - that is, of deifying science and 
reason as the final arbiters of all aspects and 
all forms of social and cultural life - is the 
tact that he fully accepts that the claims of 
science provide an intellectually limited and 
spiritually impoverished substratum to build 
a social order upon He readily accepts that. 

whereas error can define a society, truth 
cannot Truth docs indeed coriodc old 
coherent visions, but fails u> replace them 
with anything permanent, concrete, rounded 
off and morally sustaining. The valid style 
of inquiry generates neither stability noi 
normative authority (I992b:88). 

Thus Gellncr ascribes the Gulags and the 
Nazi death camps to be inevitable results ol 
any attempt to extract a concrete, definite 
social order from the overall vision of the 
Enlightenment. Thus in his scheme, he makes 
room for what he calls a 'ritual theatre'. 
(1992b:91) which, quite like the institution 
of the constitutional monarchy in Gellncr’s 
Britain, will continue to provide spiritual 
and moral solace and meaning, while "when 
dealing with serious matters, when human 
lives and welfare are at stake, the only kind 
of knowlege that may be legitimately used 
and invoked is that which satisfies the criteria 
of the Enlightenment** (I992b:92). 

This is one pan of Gellner's thesis with 
which I have serious disagreements. The 
clean boundary line he draws between the 
ritual and other ‘serious* matters belies his 
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empiricist bent of mind and his total lack 
of engagement with the vast literature from 
various kinds of social studies of science, 
by feminists, sociologists, historians and 
anthropologists that show how closely the 
scientific cognition is tied with the social/ 
cultural meanings. Moreover, by proposing 
a separation of powers between science “for 
serious things** and ritual for matters of faith, 
spiritual meanings (by implication, non- 
serious things?!). Geliner is justifying the 
existence ol the divide between cognition 
and values This divide in my view is to a 
large part responsible for the spiritual and 
existential crisis of modernity. Condoning 
it and even recommending its deepening is 
unconscionable on Gcllner's part. 

So if the clean separation of reason and 
faith won 1 2 ! work, and reason as we know 
cannot furnish us with all the resources 
needed to live socially meaningful lives, 
why not simply stop worrying about it, as 
the |>ost-modernists recommend? Perhaps, 
eventually, when more and more of the 
human race comes to live their lives by their 
own lights, reason would have fulfillcd'its 
emancipatory mission and it could be allowed 
to become merely one aspect of our social 
hie Hut that day hasn’t yet dawncd.detinilcly 
not in post-colonial societies, and most 
dclimtolv not lor women in these societies 

Notes 

11 became f ully aware ol how strongly I fell about 
(he emancipatory possibilities of science in an 
minimal conversation with Langdon Winner 
t'niisal comments by David Hesse and Kim 
Uiuglin were exuemclv helpful in shaping this 
pa I ki A ml as al ways. I Ichorah Johnson provided 
encourage:i iciu and insights j 

1 bluest Ciellnet Rea\on and Culture ' The 
Hi\un it Hole of Rationality and Rationalism. 
Blackwell. Ox turd. UK. 1992a. p 193 
Ernest Ge liner. Tost modernism. Reason and 
Religion. Koulledge. New York, 1992b. 
p luK 

2 In keeping with the current practice in social 
theory. Gellner uses ‘Reason’ not as a 
iclcicncc to the generic ability of all humans 
to reason, but to the specific rationality that 
emerged m western Europe in the course 
ol the Enlightenment and the Scientific 
Revolution, the two historic landmarks of 
modernity Thus, modernity is characterised 
by a laith in the ability of scientific reason 
to diMovcr universally applicable theoretical 
*md practical norms upon which systems of 
thought and action could be build and society 
ci mid |h> restructured The rage against reason 
one linds common in post-colonial writing, 
which it shaves with the past-modern spirit 
m general, is directed against this 
universalisation of western idea of reason as 
the foundation of all systematic knowledge 
and as a source of progress and emancipation 
lor ail ot humanity 

boll owing Gellner, reason and science will 
be used as synonyms ill this paper. 


3 Manu. among the most influential ancient 

lawgivers in ail of Hinduism, is best known 
for his Mmu Smnti (Lows of Manu) which 
codified extermcly misogynist laws for 
- controlling women's sexuality, including laws 
about early marriage and proper conduct for 
wives, etc. Though Manu Smrili was compiled 
between the second and the first centuries BC. 
it was accepted as the Hindu personal law by 
the British hi consultation with the brahmin 
elites. To enormous detriment to women. 
Manu's laws arc still cited frequently by 
Indian tudges and lawmakers. See Mazumdar 
(I992| r 

4 The term post-modernism is usdd here to 
signify a ‘Zeitgeist’, a sensibility, that 
challenges the Enlightenment's faith in the 
possibility ol progress through a rational 
understanding and redesign of our natural and 
social worlds. Philosophically, it challenges 
the be I id that a knowing and active subject 
can. in principle, gain access to objective 
reality What most concerns us in the context 
of posi-colomu! feminism, however, is the 
claim that “the very criteria demarcating true 
and false, us well as science and myth or fact 
and superstition, w ere internal to the traditions 
of modernity anti could not be legitimised 
outside of those traditions" [Nicholson 
1991 4] in other words, science's claim to 
provide a ‘god’s eye view’ of the world is 
a mere ruse to hide its historical, political and 
cultural siluatedness in the largely upper class, 
white, inale Protestant culture of 17-18th 
century western Europe. 

Such scepticism about the possibility and (in 
most cases) desirability of culturally 
transcendent cntena ol truth has become 
widcspicud among feminists and mticr social 
critics Indeed, the search tor feminist 
epistemology is premised on the assumption 
that rationality cannot transcend (i e. stand 

1 jpoit from, come ptior to or overcome) the 
gender ol Uv knower It is the posi-colomal 
critics of science, however, who have earned 
this logic to the furthest extreme. For instance, 
in an at tempt to show why there can’t be any 
scientific reasons to oppose female 
circumcision. Stephen Marglin writes "there 
ts no way ol assessing (he truth or falsity ol 
organic discourses apart fn»in people' s belief s 
There is not only no objective truth in this 
realm, there ts no objective falsehood either" 
(Margin 1990.151 Or again, V and ana Shiva, 
who has emerged as the leading third world 
eeo feminist writes "meaning and validity 
arc coniiollcd by the social world of the 
scientists and not by the natural world. These 
new accounts of modern science have left no 
criteria t > distinguish between myths of 
traditional thought and the metaphors ot 
modern science, between supernatural entities 
presupposed by traditional communities and 
theoretical entities presupposed by modern 
scientists" (I9KK.12) Statements like these 
arc commonplace in post-colonial critiques 
ot science. In most instances, such statements 
are supported by statements by post-modernist 
and post-structuralist theorists from the west, 
including Foucault and Derrida and their 
followers. 

5 See Rita Felxki (1990) Ibr a good review of 
western teminisin’s ambiguous relation with 
modernity. 

6 For a selection, see Marglin and Marglin, 


1990. A more recent statement of the 
antipathy by the post-colonial intellectuals 
to the idea of development can be found in 
Nandy (1994). 

The problematic nature of the embrace of the 
'authentic' local traditions by the posi-eoloniol 
critics of modernity is evident in the fact that 
these learned scholars, who are completely 
at home with the most avant-garde post¬ 
modern social theory, often And themselves 
in the same political caiup occupied by the 
home-bred religious fundamentalists. As a 
specially disturbing instance, sec the defence 
of the barbaric practice of sail put forward 
by Ashis Nandy. India’s most prominent post- 
colonial critic of science [Nandy 1988]. 

7 I use self-determination and autonomy to 
mean, following Judith Grant (1993:183). 
"(the ability] to choose among the lull range 
of human traits, without having to choose 
based on gender". 

8 Benhabib writes: "...the vocation of social 
criticism might require social exile, for there 
might be times when the immanent norms and 
values of a culture ore so reified, dead or 
petrified that one can no longer speak in 
their name. The social critic who is in exile 
does not adopt the ’view from nowhere’ but 
the ‘view from outside the walls of the city', 
wherever those walls and those boundaries 
might be. It may indeed be no coincidence 
that from Hypatia to Diotima to Olyinpe dc 
Gouges and to Rosa Luxemburg, the 
vocation of the feminist thinker and critic 
has led her to leave home and the city walls" 
(1995:29). 

9 If it hadn’t been for a fortunate chance that 
led me to study microbiology after high school. 
I would have most likely ended up in the role 
reserved for women m my traditional and a 
(barely) middle doss family in northern India, 
marriage - arranged and early 1 shall never 
forget the thrill 1 experienced as I became 
familiar with some concepts of molecular 
biology, especially the structure of DNA and 
the mechanism of protein synthesis. It helped 
me develop the intellectual resources to argue 
against what I intuitively understood to be 
arbitrary and unjust, especially the ideas of 
caste and certain Hindu rituals which girls 
and women had to observe. My intellectual 
growth gave me enough sense of a self that 
I could dare defy iny family’s incessant 
pressure to marry me off I moved to New 
Delhi, obtained a PhD from a prestigious 
laboratory and later found work, as a science 
correspondent for a national new spaper Alter 
working for many years as a founulist Esc 
finally returned to academics (I am now 
working on a research project in science and 
technology studies in the US t Alter all my 
ups and downs with science, there i' one thing 
I am sure of' I gave up doing science not 
because I found it oppressive as a woman, 
but because I was afraid of turning ti into an 
elitist, and in India's contest, a socially 
unproductive activity 

10 Indeed,Gcllner's Postmotlvnu\m. Hi a^mand 
Religion (1992b) is almost entirely devoted 
to establishing the lalsity of cognitive 
relativism that denies that knowledge beyond 
culture is possible Statements like these rejieat 
themselves at sometimes annoying Irequcncy 
"1 am not sure whether indeed wc possess 
morality beyond culture, but I am absolutely 
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certein that we do indeed possess knowledge 
beyond both culture and morality... The 
existence of transcultura) and amoral 
knowledge is the fact of our lives. I am not 
saying that it is Rood, but 1 am absolutely 
certain that it is a fact" (54) (emphasis, needless 
to say. appear in the original). 

11 Thus it is mete custom and example that 
persuades us than certain knowledge, and for 
all that, the majority opinion is not a proof 
worth anything for truths that are a bit difficult 
to discover.. I could find no one whoaf 
opinions, it seemed to me, ought to be preferred 
overthe others, and l found myself constrained 
to try to lead myself to my own" [Descartes 
1993:10). 

12 Fora critical rev iew of the feminist repudiation 
of Descartes, see Margaret Atherton 0993) 
and Martha Nussbaum (1994). Also, the 
author's unpublished paper, "I Think (like a 
man), Therefore 1 am (a Philosopher)." 

13 Indeed. Gellner says some rather unflattering 
things about his anthropologist colleagues 
who have taken the interpretive turn. He ends 
his PostnuMemism. Reason and Religion thus. 
"To the relativists, one can only say - you 
provide an excellent account of the manner 
in which we choose our menu or our wall 
paper As an account of the realities of our 
world and a guide to conduct, your position 
is laughable" (1992b 96). 

14 The complete statements read as follows: 
"The claim that eithcrcxperience or reasoning 
constitutes (he final court of appeal for 


cognitive claims are equally in conflict with 
the attribution of terminal authority to some 
sacred person, tradition, event or some other 
channel of revelation. A society that recognises 
and enforces a Fount of Authority, whether 
it be a Penon, a Text, an Event, or an Institution 
(or some combination of these) is profoundly 
different from one which recognises only 
some faculty, whatever it be, located in 
principle in all men" (1992a:65) 
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Androgyny: An Alternative to Gender Polarity? 

Maithreyi KrUhnaraj 

The concept of androgyny , it has been suggested, offers a means of transcending the Quality of gender differences 
imposed by culture. And once gender polarities are reduced, traditional sex and gender differences can be broken 
down. What androgyny obscures, however, is the social context - it is as if individuals can effortlessly balance traits 
and behaviour in a social vacuum. The greater individual freedom in certain directions promised by the construct 
is of little help , therefore, in dealing with deep-seated structural gender inequalities. 


MOST human societies are organised around 
the perceived physical differences between 
males and females. Some argue that this is 
pan oi the human proclivity to think in terms 
ot dualities - good and evil, right and wrong, 
supcrioi -inferior, ruler-ruled. owner-owned, 
and so on The male-female dichotomy, 
however, is more complex in the way it gets 
elaborated and sustained through language, 
customs, institutions and many other aspects 
ot human social life. The duality ot male- 
female is not a mutually exclusive, purely 
logical category - except insolar as the puiely 
physiological aspects of reproduction are 
concerned The male as a biological category 
is sperm-producing and the female is egg- 
producing. The human female as a mammal 
also carries the young to maturity inside her 
body and suckles it Even with regard to the 
hurt* essentials, nature is more ambiguous 
than we realise. For example, the human 
foetus begins as a female and only at a 
certain stage w|th the release of androgens 
becomes male (Lewin 1990) 

From male and female, to man and woman 
is a long and elaborate process of learning. 
To distinguish between the reproductive 
difference incorporated in the notion of sex 
and the extended cultural process initiated 
and sustained by social mechanisms that 
signify the 'male* and the 'female', feminists 
prefer the term 'gender'. It is not obvious 
16 many that there is this difference between 
the two concepts. The reason is that the 
cultural construction is apparently founded 
on biological sex differences and thereby 
appears natural. Unfortunately, a distinction 
between sex and gender is not made either 
in popular parlance or in most academic 
discourses (except in recent times by some 
who self-consciously use the word 'gender'). 
Most of the time, the two terms are used 
interchangeably and synonymously. In fact, 
some languages do not even have separate 
terms for the two notions. Where the terms 
'gender* is preferred, it is dictated more by 
notions of decency, since the word ‘sex’ has 
i vulgar connotation. Self-conscious and 
studied use of the word gender by feminists 
is inspired by the wish to demonstrate the 
culturally induced outcomes of this 
distinction for women. Many begin their 
analysis by defining gender as socio-cultural 
IChawla I990|. It would be wrong to think 


that sex is unchangeable and gender is 
mutable. II wc think of human intervention, 
the possibility exists in both cases. Rather, 
sex has to be understood as a ’given' to begin 
with. The strength and sheer tenacity of 
gcndci identity can be gauged from the fact 
that the desire to change sex in alignment 
with gender identity is prompted by a 
culturally mcumnglulcxpcricnccnlagcnder 
identity oui of sympathy wnh a sex identity. 

Gi sdi k A Pkiktss and a Product 

Gender rclers to the differences between 
males and females in human society over a 
whole range of variables - behaviour, 
personality traits, identity, psychic 
( configurations, roles, functions, rights 
rewards and soon In addition, it also denotes 
norms applicable to every aspect of life - 
sartorial to gastronomical. sexual, linguistic 
and sanctioned conduct in everyday life. All 
these norms result in creating as a cultural 
ideal, a particular type of individual, 
recognised as a woman or a man The pn mary 
identity of a person in a human society is 
that of gender, which according 10 
psychologists, gets fixed in early infancy. 
Feminist expositions have assembled 
considerable evidence to drive home the 
point that gender is culturally constructed. 
The most convincing evidence comes from 
di fferences i n the way gender gels constructed 
across cultures [Oakley 1972], While all 
societies use woman-man dichotomy, the 
criteria applied for demarcation vary 
enormously What is considered ’manly' or 
’womanly', what are deemed to be 
appropriate roles and activities, differ widely 
across c allures These distinctions are 
conceived, constructed and acted upon by 
people in society and far removed from what 
natural differences alone would warrant. We 
normally think of decoration as a female 
trail, yet ir many cultures it is the male that 
resorts to ornamentation and there are others 
where botn men and women practise 
ornamentation. Even in India, for instance, 
decades ago men wore jewellery like earrings 
and necklaces, a practice that is still prevalent 
in.many groups. Some tasks are assigned to 
men and some to women, hut societies do 
not follow the same tales at all times. This 
variation across cultures, and within cultures 


over time, is a fascinating study in itself and 
anthropologists have spent much time and 
energy documenting these. The statement - 
first pronounced by de Beauvoir - that one 
does not come into the world as a woman 
but becomes a woman has now become a 
classic proposition (de Beauvoir 1949]. 

These differences are not merely a matter 
of interesting variety. Had it been so, gender 
would cease to be a problem. Gender carries 
with it implications for women's role and 
status in society. Gender through 
prescriptions and proscriptions, 
simultaneously specifies gender relations. 
The most significant aspect of gender 
relations is that it produced a hierarchy 
through much ot recorded history. The degree 
to which gender hierarchy prevails and this 
hierarchical notion translates into actual 
power are matters of specific social 
organisations. "Gender hierarchy describes 
a situation where social power and control 
over labour, resources and products are 
associated with masculinity" [Galley 1985). 
This formulation is the most relevant for us 
from the point of view of feminism. In a 
patriarchal society, effective social power 
over women is exercised by a father or a 
husband, but derivatively, all men share this 
social power and social value though it is 
true that some women (of specified age, kia, 
class, caste) wield power over ocher women 
and other men. Male social power in turn 
gets linked to attributes of masculinity. 

An essential component of the construction 
of gender is the notion of masculinity and 
femininity as distinctive and mutually 
exclusive attributes of being nude or female. 
These attributes refer not only to 
psychological characteristics but also lead 
t<y role differentiations, functions and 
differential allocations of power, authority 
and resources. Such differential allocations 
get justified on the ground of 'natural* 
differences between the sexes. It is argued 
that it is natural for women u> stay at home, 
do domestic tasks, serve others (all because 
they happen to bear babies) as it is natural 
for men to conduct assemblies and public 
affairs (because they hunted at one time, 
which tmplied going outside the home). 
Nonetheless, the degree ot mascuiiiury- 
femininity polarisation vanes from cultun 
to culture. Ite concept of 'machismo* wlteic 



males arc expected to be tough and 
aggressive, is more associated with Latin 
America than South Asia. 

Feminism’s Concern with Gender 

Why are feminists so concerned with the 
argument that the differences we see actually 
operating in society are 'natural'?Feminism 
has a political stake in this because what is 
biological appears beyond control by 
conscious action. Feminists expose the falsity 
of this claim by analysing the process by 
which gender comes to be constructed 
culturally: for instance, beliefs such as 
'women are passive and submissive by 
nature'. To show that these differences in 
psychological attributes are learned provides 
a basis for altering them. We pave the way 
for the liberation of women from stereotypes 
and straitjackets which are in fact un-natural, 
open up more choices for women, remove 
the stigma of social disapproval from 
activities dubbed 'unfeminine*. 

Evidence of cultural variations in gender 
attributes point to the lack of uniformity in 
practice across cultures and the flexibility 
of gender specific ascriptions, both of which 
violated the requirement of the 'natural*. 
Appeal to 'nature’ foreclosed all arguments 
whereas reference to the social-cultural 
retains the possibility of change. The neces¬ 
sity for change then can be buttressed by 
exposing the harm done to women, in human 
society in general, when culturally const¬ 
ructed differences arc taken to be essential. 

One school of thought maintains that 
duality is necessary and beneficial; that mere 
difference docs not lead to subordination; 
that ‘women can be different, but equal*. 
There is a fallacy in this approach. A large 
number of tl> * so-called 'differences* arc in 
fact not very sharply distinctive. Secondly, 
such differences are used to reinforce 
hierarchy. Why should women not devote 
themselves to ’he home and let men roam 
the high seas’ Unfortunately, the first is 
devalued am! the second supervalucd. In 
addition, the second carries rewards, 
privileges inasmuch as authority and 
decision-making tend to be in public affairs 
and these decisions affect the home as well. 
Thirdly, home-making induces dependence. 
Fouithly, it does not give scope for expression 
to all one’s faculties. The 'different’ but 
equal would not hold unless the power and 
the the authority to valorise practices as 
useful are reallocated. 

Sooner or later, the protagonists of 
‘different but equal’ would have to concede 
that while women arc different in 'some* 
ways, they are the 'same' in other ways. 
Deciding which are same and which are not 
takes us right back to where we started. 
Women get irked by the allegation that 
childbearing has anything to do with being 


able to do mathematics, hut would welcome 
the suggestion that they are noble creatures 
not prone to aggression - a case of wanting 
the best of both worlds. Selectivity requires 
a basis for selection - how do wc claim that 
x quality is innate hut not y? Selection in 
practice is always a priori, a matter of 
convention. 

Many sec feminism’s attempt to show up 
the faults in the system as destructive of 
gender-identity and, by implication, of one's 
psychic integrity. The popular women’s 
magazines routinely assert - Wc do not 
want to be like men'. 'Why should wc not 
have beauty contests?'. 'Should women not 
look beautiful?' 'Why should women not be 
soft and delicate and expect chivalry?* The 
point is, who sets these standards? Can 
women set independent standards of what 
is beautiful, desirable, etc. free of male 
approval? 

A variant ol the equal hut different thesis 
is the complementarity thesis. Men and 
women are different but complement each 
other. 7'hts is more an ideal than the reality. 
While women ‘complemented* men. men 
did not 'complement' women. As a result, 
women got confined to ever narrow realms 
Complementarity suggests a balance of 
power which docs not in actuality obtain, 
in most cases the woman is the queen of the 
kitchen while the man is the emperor ol the 
realm ILakshmi. as cued m Jugannaihan 
1990: 39-40) Religion and myth have 
legitimised the subordination ol women 10 
a great extent under this veneer of 
complementarity. Sati is an example of tins 
kind ot ethic. It sets dit lei cut rules and 
standards for women and men. Those, who 
like Nandv (1987) support the practice as 
a noble suen lice, do not plead torus adopt ion 
by the less noble men! 

Feminist research on gender focuses on 
the cultural process of gender differentiation 
and the process by which social power and 
authority get expressed through 
discriminatory allocations of material and 
social resources and unequal sanctions. This 
process concretely disadvantages women and 
lead to their subordination and oppression. 
A great deal of this subordination lakes the 
form of conirol over female sexuality. 

Critical feminist research has accomplished 
several things. By re-examining the so-called 
scientific studies on sox differences, they 
have showed that these students of science 
were obsessed with mmor, marginal 
differences while they ignored large areas 
of sameness across gender. The weightage 
given in these 'scientific* studies to the 
various differences was 'unscientific*. On 
critical scrutiny, many studies were found 
to come to their conclusions through biased 
interpretation of data, projected from an 
androcentric view. The socio-biologists in 
particular are guilty of this [Morris I967J. 


A herd of hnitnals with many females and 
only one or two males was seen as (tic male’s 
harem, whereas a closer attention to the 
actual behaviour of the animals would have 
approximated a model of matriarchy! 

if there is one lesson we can learn from 
biology, it is that biological systems are 
open-ended. The nature-nurture controversy 
is not resolvable because one cannot isolate 
the effects of cither. Wc have no means of 
isolating patriarchy-free gender behaviour. 
Nor can the relative importance of nature 
and nurture be established quantitatively. 
Sex-difference studies make much of'slight 
average differences between genders and 
ignore the vast variations within each gender 

Indian studies, modelled on American 
studies and methodology, reflect these same 
biases fSudhakar and Rao 1988). These 
studies obscure overlapping potentialities 
and functions and help to remiorcc male 
dominated values insofar as the male is 
generally chosen as the norm and the female 
as the deviant. Sudhakar and Rao icier to 
over 1,600 studies reviewed by Mjccohy 
and Jacklin (1974). The latter concluded 
(surprisingly) that there was little conclusiu* 
evidence of differences between the sexes 
in the psychological realm. To take another 
example, a study that set out to prove that 
women naturally possess a maternal instinct 
talks of mothers of new born babies holding 
the babies on the left, closer to their hearts. 
Hut no studies were done on non-motheis. 
fathers or other men to see how they hold 
babies [Guilcy 1987). With so many inbuilt 
biases in the lormulaiion of the problem and 
the interpretation ol data, we are none the 
wiser as to whether there are differences, il 
so in what way. and to what extent they are 
natural’. 

It is in the above context that interest in 
androgyny was aroused. In piactice. despite 
notions of masculinity and femininity, we 
observe enormous differences within each 
gender. There are strong women and weak 
men; there arc assertive women and 
submissive men. These attributes change 
according to context too. A woman may be 
submissive to a man but aggressive towards 
another woman. Aggressiveness as an 
exclusive male trait is not tenable Women 
do exercise power in contexts other than that 
applicable to men. We have mothers-in-law 
and other varieties of kin-rclatcd hierarchic 
where women dominate other women and 
men. As heads of women's institutions 
women exercise power. We cannot deny that 
women docxcrcisc coercive power in certain 
contexts. The concept of androgyny was 
explored to overcome the con vent ionai 
typecasting of each gender. Each gender has 
some of each attribute and the proportions 
vary in each person. 

The term is a compound of two words 
'andro' meaning male and ’gyn* meaning 
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woman. Psychic unity i$ achieved by a 
fusion of mule and female attributes into one 
unified whole. Androgyny is not to be 
coni used with hermaphroditism where a 
person’s genitalia is ambiguous. Herma¬ 
phroditism may tend towards homosexuality 
which is really a mutter of choice of sexual 
pa itncr 

Andmgv ny *s basic postulate is that psychic 
unn\ rathe* than duality - whether actually 
01 potentuilly - exists in all individuals. 
Each individual has a combination of 
attnhulcs that arc by convention dubbed as 
masculine nr feminine [Gelpi 1974]. Each 
gender develops m a parallel tashion and not 
in a complementary way. Margaret Fuller, 
one o! the caily feminists, spoke of man and 
woman as two great forces moving m a 
parallel evolution. But she had no solution 
to how one reconciles these parallel lines 
(cited in Gupta 1982:95]. 

Another approach to gender polarities is 
not so much to ’luse* them but break down 
current rigidities Androgyny is seen as a 
condition under which characteristics of the 
sexes and the human impulses expressed by 
men and women are not rigidly assigned into 
dillcrem ami opposing elements. This way 
of looking at psychological attributes oilers 
us a mode ol reconciliation between the 
sexes. Ii suggests that individuals can have 
a range nt expeiicnccs icgardless ol sex and 
these are not opposites as much as a 
continuum There is a spectrum ol attributes 
Irom winch human beings choose their places 
w ilhoul i egiird to pmpricty or custom [Gupta 

19821 

Tk ws< i.mjinc. Duality? 

Feminists believe that the concept of 
androgyny oilers us a means of transcen¬ 
ding the duality of gender diffeiences 
imposed by culture on our psyche (Basin 
and Freeman 1974] In an androgynous 
society, an inlant s genitals will not deter¬ 
mine the expectation of parents and the 
society ol her or his personality, behaviour 
and occupation. 

Once gender polarities are reduced, 
liudilional sex and gender differences can 
be hroken ami the sell can be freed from the 
pi ison of gender (Heilbrun 1974). 

Many philosophers advocate the 'fusion* 
approach that suggests that feminine values 
should he incorporated in the male. Tfus was 
the tradition ol the saints and the poets in 
India Sane Guruji wanted everyone to 
behave like a mother |Gokhale 1990]. Hindu 
mystics have upheld the feminine as a more 
benign quality or essence compared to the 
male. A female-ccnteric cosmogony attri¬ 
butes feminine quality with the fundamental 
creative essence of the universe. 

The proponents of higher feminine virtues, 
however, believed that these female 


characteristics were innate, Many feminists, 
on theother hand, argue that greaternurturing 
behaviour found in women may be because 
of the nurturing role they customarily play. 
If men began to take care of the young and 
the helpless they too would develop such 
nurturing attributes. The adherents of 
androgyny vary in their emphasis on which 
traits are desirable. Most appear to bemoan 
the loss oi the feminine in the male more 
than the loss ol the masculine in the lemalc. 
Recent studies on masculinity, like that of 
Kaufman tl990). display a greater interest 
in the male’s loss ol lemininc qualities and 
show less concern about the female’s loss 
of social power 

Males arc not allowed io express their 
leclings openly - to weep when they are sad. 
to he emotional and demonstrative. 
Suppression of these needs creates a 
deadening of their emotional life, makes 
them less sensitive overtime. Emotionality 
and its expression enhances the quality of 
one’s psychic hie Perhaps male violence 
which betrays msensinvi'y toother people's 
.suffering could be the result of such 
suppression. Explorations of men and 
masculinity talk of deprivation for men due 
to the suppression of emotionality (Franklin 
19841 in these approaches, androgyny 
implies that men would become ‘complete’ 
by incorporating the emotional and 
instinctive elements generally found in 
women 

The Jungi an ly pology of am mu and animus 
defines the feminine as a quality of 
receptivity. Feminists are critical of this 
theory on the ground that the identification 
ot males with their own suppressed self does 
not radically question the image of that self. 
This image still reflects the cultural bias. As 
a theory, it does not provide an adequate 
definition of the woman’ and the ‘feminine’ 
in terms that tan substantiate women’s 
‘consciousness-iaised’ experience [Wehr 
I9KK|. Jung’s analysis of me illusion ot the 
mastery of the ego applies more to men than 
to women because women do not feel the 
mastery ol their ego in the first place given 
the constant validation of male agency and 
authority in society. While men may indeed 
need to undergo the annihilation of an ego 
experienced as an alienated entity and 
develop g'eater rclatcdness to others, women 
may need to retrieve a self submerged under 
a false ethic ot the sacrificing self vmposed 
by patriarchy. 

Le Gum [cited in Gupta 1982:87-90] 
suggests an amusing resolution to the prison 
of gender. In her Left-Hand of Darkness , she 
proposes a change of both sex and gender. 
In this science fictiop, each male and female 
remain ‘male* and Temalc* for one mating 
season only. In a ^bsequent period, the 
partners change sex. The female that was 
maleeurlicr, need not have the ‘same’ partner. 


This way, each sex experiences what ti * 
to be male or female. In a Hollywood movie 
'Junior*, bio-engineering makes it possible 
for a man to carry a fertilised egg to term 
in his abdominal cavity. He experiences all 
the feelings and behaviour associated with 
pregnancy. The woman whose egg was used 
for the experiment is furious. The scientist 
who conducted the experiment expected 
gratitude from women. Do they not always 
say. ‘If you got pregnant, you would know 
the pain of it'. Yet the woman's reaction 
was, 'You men try to take away theonethfog 
we have’ 

Not a Panacea 

Androgyny by itself cannot eliminate 
women’s subordination. Unlike moat 
psychologists,Treblicot, Basin and Freeman 
emphasise this caveat that elimination of 
barriers like race and class are precondition' 
for such an emancipation [Treblicot 1977*. 
Basin and Freeman 1974], 

According to some [Singer 1976] thi 
androgynous person consciously strives to 
fuse the masculine and the feminine. Thi’ 
progress towards refashioning the individual 
psyche, it is expected, could he extended 10 
refashioning society as a whole with the aM 
of technology (Firestone 1971]. if a major 
part of physically exacting labour can be 
eliminated through machines and women's 
pregnancy and childbirth eliminated through 
test tube babies, the conditions that 
disadvantage women can be largely 
eliminated. 

Technology by itself, however, cannot 
liberate women, since the subordination of 
women is perpetuated through power 
relations in society. Developments in new 
reproductive technology give abundant 
testimony to further subjugation of women. 
In recent years, new reproductive technology 
has created possibilities of women who are 
infertile to have babies. Their eggs are 
abstracted and. in order to have successful 
fertilisation, they are given drugs to make 
them super-ovulate and they are subjected 
to painful procedures for getting the right 
egg by repeated extraction. The egg is 
fertilised outside m a test tube by a sperm 
donated by a known or anonymous donor. 
Then it is reimplanted in the womb of either 
the same woman or another woman. The 
woman who carries the fertilised egg becomes 
the surrogate mother. This has led to the 
practice of ‘hiring* wombs. The woman who 
delivers the child is not considered the 'real* 
mother. She has to be emotionally detached. 
The one who has donated the egg does not 
go through the experience of nurturing a 
baby through her bodily processes. Thus this 
technology merely .fragments experiences 
and can produce greater alienation [Corea 
1979; Stan worth 1987] 
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The problem with adopting a techno- 
solution is that in the process the very human 
elements involved in motherhood - the joy 
of mothering - gets eliminated as well. It 
deprives women of the fulfilling aspects of 
motherhood without any compensations to 
take their place. It also smacks of male 
values insofar as it takes for granted what 
in society are generally considered valuable 
functions. Why is it that the rearing of the 
human infant is not considered a valuable 
labour and rewarded, no matter which sex 
docs it? 

The idea that traits and behaviour can be 
freely chosen irrespective of one’s sex, casts 
the discussion purely in terms of individual 
action (Belolti. cited in Gupta 1982]. The 
position that holds that all that stands between 
women and liberation is the limited range 
of choices faced by women belittles the 
influence of socio-economic factors and 
institutional structures. The choice model is 
relevant only for a minority of women who 
have enough resources of wealth, education 
and social status to engage in self 
development. 

The psychic unity that androgyny pro¬ 
mises is advocated for the development of 
a transcendental consciousness, an over-, 
coming of fragmentation that gender 
polarities induce. We are only half our true 
selves. To become complete we must 
reintegrate, on a higher level, the conscious 
and the unconscious, the active and the 
passive (Bournicr. in Gupta 1982]. This is 
an echo of religious mysticism which 
advises the transcending of the sex-gender 
identity to one of pure-soul. Religious 
mystics have always advocated the notion 
that men must become more feminine - that 
is. acquire the qualities associated with the 
’maternal' like protectiveness, gentleness 
and tenderness. Ramakrishna Parama- 
hamsa. the Bengali mystic, conceptualised 
God as Mother. He dressed like a woman 
to get the experience of the feminine and 
the maternal. 

Pitfalls of Gender Research 

Until the 1970s, the measurement of 
masculinity-femininity was done through 
standard measurement techniques. The new 
wave feminism of the 1960s extended its 
critique ot society and various academic 
disciplines including history, literature and 
scientific psychology. Feminist critiques of 
gender-research identified three basic flaws: 
fi) masculinity-femininity was conceptua¬ 
lised in a umdimenskfflal way, (li) mas¬ 
culinity-femininity was seen as bi-polar 
attributes, and (lii) M-F scales used in item- 
response tests routinely equated males with 
masculinity and females with femininity 
[Constantinople 19731 


Sandra Bern first mooted the idea of a 
different measurement scale that would do 
away with the gender bi-polarity. An 
individual could possess more or less of both 
masculine and feminine traits. A high level 
of both traits signified androgyny. 
Androgynous individuals were psycho¬ 
logically more balanced and better adapted 
to their circumstances, healthier, more 
flexible and more independent than people 
with either high masculine or high feminine 
traits. Bern evolved an index to capture the 
'degree' of masculinity, femininity and 
androgyny, popularly known as Bern Sex 
Role Inventory. Other psychologists picked 
up on BSRI. improved and extended it 
(Spence. Hclmreich. and Siapp 1975; 
Hcilbrun 1974; Hcr/ms. Welling and Wetter 
1978] 

The first euphoria faded us criticisms began 
to he voiced against BSRI type psycho¬ 
metrics. Both the resultant empirical findings 
and the assumptions underlying the concept 
came under attack. Gender-research in 
psychology is based on a particular philo¬ 
sophy ot science, namely positivism. 
Philosophy placed its faith in this philosophy 
in the search lor the real essence of gender, 
objectified and reified through a reductionist 
school of biology. The leminists attempted 
to rescue gender-research I roin these fruitless 
efforts even as the dominant schools of 
psychology jogged on along the path of 
essennalism An a result, ihe descriptions 
of attributes ot personhood effectively 
became mandates lor qualities in a person 
that would entitle the person to appropriate 
gender. 

Esscntiahsm postulates some quality as 
inherent in an object - something that the 
object can be reduced to. In physics for 
instance the ultimate unit and property before 
advances in nuclear physics were made was 
thought to be the ‘atom’ A corollary ot 
essennalism was determinism 

It certain qualities are seen as inherent to 
being female. these then also appear 
unalterable. In one's discomfiture with the 
primacy of some masculine virtues imposed 
by parnarchy, leminists would like to affirm 
the positive value of feminine traits. But if 
we claim that they are unique to being female, 
we land ourselves squarely in the patriarchal 
trap when it comes to planning an agenda 
tor action We get cornered into a position 
where the present socidl arrangement of Ihe 
division of labour between the sexes and sex 
roles is justified as appropriate for women. 
Pleas for extending these special qualities 
(such as nurturing, rclatcdness, etc) to men 
become that much harder. 

A variant m ibis search tor the essential 
or ultimate essence is that espoused by 
Adrienne Rich (1977) and Mary Daly 
(1973). They believe that women are now 


enenutodwith patriarchy-inducedattributM 
and once these art stripped away, women 
will find their /rue essence in all its pristine 
quality. 

Social Sborsoation 

In most non-Westem societies, gender 
polarities are maintained through greater 
physical and social segregation of the sexes. 
Their spheres are clearly demarcated. This 
leads to a kind of double standard. Women 
living largely in a female world can enjoy 
greater freedom of behaviour within the 
female sphere whereas interactions with men 
will be severely circumscribed by strict codes 
of masculine-feminine conduct. However, 
the extent to which this happens will depend 
on age-km-caste hierarchy. The heavily 
veiled woman, modest in public can be 
boisterous in the inner courtyard to which 
males may have limned access In other 
words, attributes displayed vary according 
to social situation. 

Unfortunately, psychologists in India 
hooked to the gender-research model ot the 
west have paid inadequate attention to these 
cultural differences Likewise, class 
introduces another dimension, where rules 
and norms lor women vary according in 
(heir class. Despite these variations, there 
are broad categories of masculine-feminine 
that may be applicable across class We have 
done very little work in these areas The 
Black woman in the US is depicted as a 
'dominating' lemalc who emasculates Black 
men. Wife beating is in many ways an 
expression ot lower class (or oppressed 
group) males experiencing a loss ot 
’masculinity’, because they cannot be good 
providers or defend their women against 
abuse by the higher class men This frustration 
gets projected on to their women ‘I’ll beat 
you since I cannot beat them* 

Women in non-western societies, who live 
in dearly segregated worlds frown upon 
western feminists invading men’s domain. 
They see this as ungainly due to a lack ot 
comprehension on their part of the dilemmas 
the western woman faces. Western women’s 
lives are not so segregated, they do not live 
in largely female spaces and/or community- 
centred lives. Liberal democracy in the west 
pretends that everyone i s equal. The allotmcnt 
of space is not openly legitimated. One can 
therefore understand why there is so much 
anxiety in proving that women and men are 
not different. The issue either way is not a 
soluble one. The autonomy, though real, 
which women may enjoy in sex-segregated 
societies is nonetheless subject to the overall 
subordination of women. There is perhaps 
great psychic security in playing appointed 
roles and following the rules of the game. 
Recent work by third world feminists reject 
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the formulation of universal subordination. 
There is the strong, assertive woman who 
'ruled' the household with confidence. These 
appear in various col lections of oral histories 
that seek to show the 'strength* of women. 
An early work was in the 1970s (Jain 1974J 
where the matriarch image figures 
prominently. In a seminar on Women’s Life 
Cycle and Identity' held in Bhatkal in 1982, 
which I attended, participants explored their 
experiences of three generations of women 
in their families. Strangely, in every case, 
the grandmother was a figure of authority 
and confidence whereas the mother was 
more ambivalent. Unfortunately, the report 
never got published. 

In pre-industrial society, the spheres of 
men and women overlapped considerably. 
While men enjoyed greater social power 
over many areas of life, the contributions 
of men and women, their activities, etc, were 
common. In industrial society, polarisation 
becomes greater in some ways, e g. the 
domestic as opposed to the workplace, and 
less in some ways, e g, machines enable 
women to do many things they could not 
do earlier This results in greater contusion 
jnJ ambieuiiN Gender-research therclore 
must intitule these historical dimensions 
and not tigat gender-attributes as static. 

Pi m«*i n \ i ion or Dualism 

A serious consequent ot psychology's 
commitment to esseniialism is (he retention 
and perpetuation of conceptual dualisms that 
have no empmeal basis. Dichotomies such 
as instrumcnt.il/cxprcssive, agnatic/ 
communal, ahstract/relational, serve a 
functionalist cause The study of gender 
remains embedded in conventional 
interpretative irumeworks that view human 
action as corresponding to some stable, 
identifiable, internal state, unaltered by 
history, culture or economics. In the brave 
attempt to expand women's options through 
androgyny, we get caught in male language 
and male symbols. 

To be preoccupied with establishing or 
disputing whether 'gender' is an essential 
attribute of male and female and is a 
universally common occurrence does not 
take us very far. We should perhaps get 
going with the social processes that confirm 
and sustain gender-relations. 

Theories ol androgyny present us with an 
ideal to strive tor which would enrich and 
renew the world by beginning a 
transformation in the psyche. While useful 
and potentially liberating, we have to guard 
against the ever present threat of being sucked 
into masculimsi values because much of the 
theorising on androgyny is in masculimst 
terms and cast within a Judaeo-Christian 
worldview. In accepting high-score 


masculinity coupled with high-score 
femininity as the epitome of perfect mental 
health, we muy be endorsing attributes not 
desirable for cither sex, such as aggression 
and violence which are really only functional 
for an ucquisiti ve/competitive society. Nun- 
Judaeo-Christian religions accommodate 
female centricity and feminine as not only 
gentle but also as awesome in its power. 
What would their definition of perfect mental 
health be? Is individual autonomy the sole 
criterion of adulthood in a more community- 
oriented society? Some psychologists have 
tried to see the development of self in a 
society where many women do mothering 
of an infani. This leads to a group-affiliated 
self |see Kurts 1992). 

A Priori Categorisation 

Some fundamental objections to the 
basic premises of androgyny cannot be 
wished away. To achieve a synthesis ot 
gender-polarities, n begins with a prior 
categorisation ot the masculine and the 
lemimne. By so labelling linguistically and 
cognitively learned behaviour as mascu¬ 
line or lenunine, this particular definition 
ol androgyny reinforces the association of 
behaviour with a particular gender Culture 
undeniably teaches one sel ol behaviour to 
boys and men and another set ol opposed 
behaviour to girls and women, but if we 
begin by (.ailing the first sel masculine and 
the second set feminine, we have already 
dislotted our perception and obscured the 
humanness ol either sel of behaviour. We 
tkn lose our sensitivity to the contingent 
character, and hence the modifiability of 
these behavioral traits (Lou 19811. Inter¬ 
preting androgyny as the merging of the 
male and the female into some kind of 
unisex limbo is misleading. Androgyny 
merely asserts that to define certain at¬ 
tributes as masculine or feminine is wrong 
because these traits are found in both the 
sexes in varying degrees There is generally 
greatei social loleiaiue lor women adop¬ 
ting masculine traits than the other way 
A man behaving like a woman is a butt ol 
ridicule - reflecting the lower valuation ol 
the feminine mils 

The Indian concept of ardhanareshwar' 
which conceptualises God as half man and 
hall woman is a complex one that refers to 
a cosmogony rather than social life. The 
primacy given to the female principle as the 
active ingredient of creation does not translate 
easily into social reality Cosmogony should 
be understood as a metaphor rather than an 
analogy. The Indian construction of a symbol 
for the universe and its creation resorts to 
body-metaphors as the reflection of one’s 
immediate experience The female giving 
birth becomes the metaphor for creation. 


The metaphysical view of the individual 
human being with a soul alienated from its 
essential oneness with the universal spirit 
generally uses theerotic-imagery of the maW 
female union. In any case, these explorations 
belong to the realm of symbolic systems 
whose interpretation takes us far away from 
our subject matter. 

Granting that achieving an androgynous 
state is desirable, how do feminists visualise 
reaching it? Some would have us renounce 
the burden of motherhood with all that it 
implies and break out of the stereotype of 
femininity with a uni-sex life style [Bird 
1970]. Others think that liberation is possible 
only with the abolition of the patriarchal 
nuclear family with its sexual division of 
labour and socialisation of children 
According to these views, true emancipation 
of women obtains only in a democratic 
socialist society where al 1 members of society 
will take responsibility for child care 
[Ferguson 1977) 

Tut Future 

As we have reiterated several times, a 
naive belie! in androgyny obscure* the social 
context It is as i (individuals can effortlessly 
balance traits and behaviour in a social 
vacuum, oblivious of expectations of gender 
related behaviour or constraints on choice. 
The model tails to take note ol cultural 
changes, intra- and cross-cultural, or 
individual changes across in a single life 
span (Morawski I987|. 

By and large, (he pursuit ol androgyny is 
ultimately futile. The construct promises 
greater individual freedom in certain 
directions but is ot little help in eradicating 
deep-seated, structural gender inequalities - 
such as ihe systems of property nghls, legal 
provisions, family-system, work 
organisation, the male dominated media, the 
exclusion ot women from important posi¬ 
tions in government and state agencies. 

(This is a chapter from a forthcoming book co¬ 
authored with Jillran Miranda lo be published 
by Strce on behalf of the Research Centre for 
Women's Studies. SNOT Women's University, 
Mumbai I am grateful to the Research Centre 
for (he facilities given for this research and to 
Usha Lai warn for editorial assistance.! 
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Who Draws the Line? 

Feminist Reflections on Speech and Censorship 

Ratna Kapur 

This paper draws a distinction between the legal regulation of sexual speech and of hate speech - two very different 
kinds of speech, with two very different kinds of laws. Hate speech laws address a harm - promotion of hatred towards 
different racial , caste and religious groups - with which we should he concerned . In stark contrast, sexual speech 
laws address a harm with which we should not be concerned. The legal regulation of sexual speech is designed to 
reinforce traditional and highly conservative sexual moralities. Drawing a distinction between hate speech and sexual 
speech may help to formulate legal and nothlegal strategies in response to the specificities of each. 


IN this paper. I examine the legal regulation 
and restriction of speech in India and address 
the question of where the line should be 
drawn between legitimate and illegitimate 
speech. I approach this question with a great 
deal of scepticism about censorship, and 
whether it is an appropriate or even an 
effective legal response. My scepticism is. 
in part, informed by the highly censorious 
climate in which we live, and the all too 
enthusiastic willingness ot the state to restrict 
words and representations. 1 examine two 
very different areas of legal regulation: the 
legal regulation of hate speech which 
involves words and/or images that promote 
haired towaids particular groups, that in 
India is most often in terms of religious 
minorities, and the legal regulation of sexual 
speech, which involves words and/or images 
that are in some way sexually explicit. In 
each area, I will examine where the law 
curicntly draws the line between legitimate 
and illegitimate speech, and whether the line 
as being drawn in the right place, or it needs 
to be completely redrawn. 

I 

Hate Speech 

The issue of hate speech has acquired 
increasing significance in the context of 
South Asia in light of tne rise of right wing 
movements and their attack on religious 
minorities. Writings and speeches leading 
to political events such as the destruction of 
the Babri masjid in Ayodhya in December 
1992,' the vituperative attack of the Shiv 
Sena, an extreme right wing Hindu puny, 
on the Muslim community through its 
newspaper, Saamna. in 1992 and 1993.pnor 
to and during the Bombay riots which took 
place in September 1992 and January 1993; 
and the fatwa issued against Taslima Nasrecm 
in May 1994. all represent different forms 
of hate speech which have resulted in the 
persecution of and discrimination against 
minority religious communities. 

In this section, I will review the statutory 
definitions and judicial interpretations of 
hat^apeech. Thereafter, by way of 


illustration. I will examine some of the ways 
in which the Hindu rights in India has been 
deploying these legal provisions to promote 
hatred against the religious minority in 
India, namely the Muslims. Finally. I 
consider the question that concerns civil 
libertarians and some feminists, as to 
whether the cnmtn.ilisationof certain types 
of speech is an appropriate and effective 
way to address hate speech, or is the only 
effective way ot resisting such speech through 
more speech** 

Although the right to freedom ol speech 
is guaranteed as a fundamental right under 
the Constitution. Article 19(2) docs place 
certain letters on this right.- In particular, 
speech can he restricted if it threatens the 
interests of sovereignty and tntcgrn y of India, 
the security of the state or its relations with 
other foreign states, public order, decency 
or morality; constitutes contempt of court, 
defamation or incitement to an offence. The 
restrictions in Article 19(2) constitute the 
basis of other statutory limitations on speech 
contained in the Indian Penal Code. I860, 
the Indecent Representation of Women Act, 
1986 and the Cinematograph Act. 1952. In 
this section I confine my discussion to the 
provisions in the Indian Penal Code (IPC) 
that prohibit what I have referred to as hate 
speech. For example, section 153 A prohibits 
words or representations that promote 
disharmony or feelings of enmity between 
different religious, caste, or racial 
communities, language or regional groups/ 
section 153B prohibits imputations or 
assertions that are prejudicial to national 
integration; 4 section 295 prohibits the 
destruction or delilement of a place of 
worship or object held sacred with the intent 
toinsult the religion of any class;' and section 
295A prohibits words and representations 
that deliberately outrage the religious feelings 
of any class by insulting its religion or 
religious beliefs* and section 298 does the 
same for the religious beliefs of any 
individual. 1 The government has been given 
the power to forfeit publications which are 
punishable under these, amongst other, 
sections. 11 


The constitutional validity of several of 
the pro vi sions referred to has been chal lenged 
from time to time as violating the right to 
free speech and expression protected under 
Article 19(1 )(a). The first significant case 
before the Supreme Court on the 
constitutional validity of section 295 and 
295A was Ramji Lai Modi v Slate of UP/ 
The petitioner was prosecuted under sections 
153A and 295A of the IPC for publishing 
material in his magazine entitled Gaurakshak, 
which was devoted to cow protection, that 
was insulting to the Muslim community. 
The contents of the article are not discussed 
in the judgment. Although the petitioner was 
acquitted under section 153A. he was 
convicted under section 295A by the Sessions 
judge The conviction was upheld by the high 
court of Allahabad, on the ground that his 
material deliberately outraged the religious 
feelings of Muslims. In the Supreme Court, 
the petitioner challenged the constitutional 
validity ot section 295A. arguing that the 
interest of public order is the only aspect 
under Article 19(2) that could justify the 
claim that the section was valid. However, 
a law that interfered with the freedom of 
speech and expression and imposed a 
punishment for its breach may be in the 
interest of public order only if there was a 
likelihood of public disorder and that it 
was not a remote consideration in the case 
under consideration. The court held that 
section 295A constituted a reasonable 
restriction on the right to free speech and 
expression in the interest of public order. It 
construed the restriction in narrow terms, 
holding that it did not penalise every act of 
insult to or attempt to insult a religion, but 
only those insults to a religion or religious 
beliefs of a class of citizens which were 
perpetrated with the deliberate and malicious 
intentions of outraging the religious feelings 
of that class and clearly calculated to disrupt 
public order.’ 0 

The case was followed in Public Prosecutor 
v P Ramaswami," where the editor of a 
Tamil weekly Nathikam published two 
articles. The first article criticised the 
punishment of stoning to death prescribed 
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in the Koran for persons guilty of adultery 
as well as the practice of letting a man have 
four wives. The second article criticised the 
practice of punishing a thief by cutting off 
his hands. The court held that the accuscds 
contention that the object of (he article was 
to reform such laws was unfounded as neither 
practice was applicable to Muslims under 
the law in India. The court further held that 
the insults against Allah were provocative 
and insulting, deliberately intended to insult 
the feelings of Muslims and thus punishable 
under section 295A. 

In N Veerabrahman v State, 12 the consti¬ 
tutional validity of the provision that gives 
the state government the power of forfeiture 
was challenged. The case concerned the 
forfeiture of a book called Bible Bcmdaram. 
The petitioner claimed to have dealt with the 
Bible from a scientific and rationalistic point 
of view. It was argued by the petitioner that 
section 99A (now section 95) of the Code 
of Criminal Procedure, 1973 (CrPC) violated 
Article 19 (l)(a) of the Constitution. The 
court held that the section did not take away 
the right to write and publish books, but such 
a liberty did not include writing hooks 
deliberately offending the religious 
sentiments of other citi'zcns. No citizen could 
claim a right to insult. On the issue of the 
book being only a dissertation and therefore 
not having the effect of insulting the religion 
or religious beliefs of Christians the court 
felt that the intention had to be gathered from 
the language used by the author. The ideas 
expressed in fact did manifest a malicious 
intention. At the same time the courts have 
been wary of the states ability to abuse the 
power of forfeiture conferred under the I PC. 
They have stressed the need to ensure that 
this power is exercised in accordance with 
the strict requirements of the provision to 
ensure that it does not violate the right to 
free speech and expression. 1 ' 

Most of the significant high court and 
Supreme Court decisions under the *hate 
speech’ provisions show that they have 
primarily been used to protect minority 
religious groups from various attacks on 
their religion and religious beliefs. One of 
the earliest significant cases in this area was 
Kalicharan Sharma v Emperor, 14 which dealt 
with the application of section I53A." The 
facts involved the prosecution of a book 
entitled Biditva Jivan or Strange and 
Diverting Episodes in the Life of Mohammed 
Sahib published in Lucknow in 1923. The 
book included references to the tenets of 
Islam and referred to the writings of several 
degraded maul vis and qua 2 is which vilify 
the Hindu divinities. It also suggested that 
the prophet was guilty of indecent acts and 
was of such abandoned and infamous 
character that if Muslims could reflect calmly, 
they would repent their belief in him as the 
messenger of god. The author proceeded to 
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elaborate on certain episodes in the life of 
the prophet in an effort to discredit him as 
a man who did not practise the morals that 
he propagated. The court held that the 
language of the author clearly demonstrated 
that he intended to promote enmity and 
hatred between different communities. It 
stated that the liberty to criticise did not 
include a licence to resort to vile and abusive 
language. 

In Veerabhadran Chettiar v Ramaswami 
Naicker, 1 * the Supreme Court examined the 
scope of section 295, in particular the 
meaning of the words “object held sacred 
by any class of persons”. The accused was 
the leader of Dravidu Kazakam. a community 
of persons professing to be religious 
reformers, one of whose principles was to 
oppose idol worship. The petitioner claimed 
to be a member of the saivite section of the 
Hindu community. He claimed that the leader 
of the Dra\ida Kazakam intended to insult 
the saivite section of the Hindu community 
by announcing his intention to break an 
image of Lord Gancsa in public. He further 
claimed that the actual breaking of the idol 
was intended to insult the religious feelings 
ol his community who held Ganesa in 
veneration and that the said act amounted 
to an offence under sections 295 and 295A. 
The petition was dismissed at the magi strate's 
level and by the high court which gave a 
restrictive interpretation to the words “object 
held sacred by a class of persons". The high 
court stated that the “mud figure of Ganesa 
alleged to have been broken by (the accused |. 
is not an object held sacred or worshipped 
by any class of persons. Simply because it 
resembled God Ganesa held in veneration 
by a section, it cannot become an object held 
sacred." 17 In the court s view, a Ganesa idol 
that was regarded by people as unworthy of 
worship would Jose its sanctity and could 
not be considered a sacred object. The 
Supreme Court upheld the acquittal by the 
high court. However, on the question of 
interpretation of the clause “object held sacred 
by a class of persons", it supported a broader 
interpretation of the provision, holding that 
an object, however trivial or devoid ol value - 
being broken by a non-believer could be 
reasonably be regarded by a believer as an 
insult to his religion. 1,1 

In a subsequent case decided by the 
Calcutta high court, the scope of the meaning 
of the phrase “object held sacred by any class 
of persons" was* once again addressed, but 
this time in the context of speech directed 
against the minority Muslim community. In 
Chandanmal Chopra v State of West 
Bengal, 19 a petition was filed submitting that 
the Quran was violative of the provisions 
under section 153A, 295 and 295A of the 
IPC, 1860, and that the court should declare 
each copy of the Quran in the original Arabic 
or its translation in any other foreign language 


as forfeited to the government under the 
relevant provisions of the CrPC, 1973. The 
petitioner alleged that the Quran sought to 
destroy idols, encourage crime, invite 
violence and was against morality. The 
petitioner claimed that it was likely tooutrage 
the religious feelings of non-Muslims and 
insult all religions except Islam. The court, 
following the decision in Veerabadhran 
Chettiar’s case and Ramaswami’& case, held 
that the Quran, like the Bible and the Granth 
Saheb, is a sacred book and is an object held 
as sacred by a class of persons within the 
meaning of section 295. 211 Relying on the 
decision in Ramji Lai Modi, the court further 
held that “section 295A did not penalise any 
and every act of insult to or attempt to insult 
the religion or the religious beliefs of a class 
of citizens, which are not perpetrated with 
the deliberate and malicious intention of 
outraging the religious feelings of that 
class." 31 The court further stated that banning 
the Quran would be against article 25 of the 
Constitution which upheld India as a secular 
stale giving equal treatment to all religions. 
It would deprive a particular section of 
people of their right to freedom of expres¬ 
sion. belief, faith and worship. The court 
held (hut section 153 A was not attracted on 
the grounds that the Quran was not res¬ 
ponsible for having disturbed any public 
tranquillity nor was there a reason to ap¬ 
prehend any likelihood of such disturbance. 
The court was of the view that the petitioners 
should be prosecuted under the provisions 
that they sought to invoke as the petition 
was motivated by an attempt to promote 
disharmony on the grounds of religion as 
their petition was an attempt to insult the 
Muslim religion. 33 

In Nand Kishore Singh v State of Bihar. 2 ' 
a reader in department ol history, Bhagalpur, 
was prosecuted under section 295A for 
writing two books that dealt in part with 
Islamic history which were deemed to be 
objectionable and to contain derogatory 
references about the prophet, which outraged 
the religious feelings of the Muslim 
community. Both books were torteited by 
the state government and the author 
subsequently challenged the declaration of 
forfeiture. The high court held that the firs! 
text was intended to challenge the views of 
two other historians, H G Wells and Professor 
Davis, on the character of the prophet. The 
court held that the lines that were challenged 
should not be read in isolation but only as 
a'Whole and the text must point to the 
malicious intent of deliberately wounding 
the religious sentiments of a religious 
community, which the impugned text did 
not do. In contrast. the second book was held 
to contain passages that were considered to 
be extremely offensive to the prophet. The 
court held that the life of prophet was 
described in terms that were patently 
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derogatory and dtntgratory and that the 
passages were not suitable for a history 
book. 

A recent leading case of the Supreme 
Court in the area of hate speech was Babu 
Rao v The State (Delhi Administration)' 4 
where the editor of a monthly magazine. 
‘Mother India'. was charged with promoting 
feelings of enmity, hatred or ill will between 
different religious groups or communities 
by writing and publishing two articles in the 
said magazine. The articles made outrageous 
remarks about Muslims and played up to the 
worst stereotypes about them. The author 
was convicted by the trial court for violating 
the provisions of section 153A and his 
conviction was confirmed by the high court. 
On appeal, the Supreme Court rejected the 
argument that the articles had any redeeming 
merit, that they constituted either a political 
thesis or were no more that a protest against 
certain historical acts. It held that the problem 
of communal ism would not be solved by the 
publication of such articles which castigated 
and vilified members of the minority 
community. 

The review of the case law demonstrates 
that most ol the prosecutions involved quite 
vicious and outrageous attacks on the 
religious beliefs or practices of the concerned 
community and presented the worst 
stereotypes of particular communities. In 
none of (he reported cases where the accused 
was tound guilty were the attacks in any way 
subtle or ambiguous. To the extent that the 
objective of these provisions has been to 
protect minority groups from hatred, that is 
from being subjected to verbal and/or written 
assaults on their beliefs and their community, 
the courts seem to have, over the decades, 
upheld this objective. In reviewing the case 
law there is no sense that there has been 
either an overuse of the provisions or a 
judicial abuse of the power of censorship. 
However, recent developments suggest that 
there may be reason not to be complacent 
about these hate speech laws. The Hindu 
rights which has become one of the mqjoi 
and most vicious disseminators of hate speech 
in India, seems to have begun to achieve 
more than a modicum of success in using 
these hate laws to their advantage and to 
attack the very community that these 
provisions have historically protected - 
namely, the Muslim community. 

Right to Speech and Religious Right 

The dimensions of hate speech and the 
handling of such speech by the courts, has 
become an increasingly sensitive issue in the 
context of the contemporary communal 
environment and the ascendance of the right 
wing, in particular, the Hindu rights as a 
significant voice in representational politics. 
Broadly speaking, the Hindu rights in India, 


isengagedin a campaign to transform India’s 
secular democracy into a Hindu state. 
Hindutva, the ideology of this right wing, 
is intended to create a society in which 
Hindu values and customs will reign supreme 
in politics, and minorities will only be 
respected if they conform to the norms of 
the Hindu majority. The Hindu rights is 
increasingly successful in promoting the 
perception of the persecution of the majority 
by the minority and in asserting itself as the 
spokesperson for what constitutes Hindu 
tradition, religion, culture and history. As 
I will discuss in this section, it has been able 
to promote its agenda partly through the 
exercise of the right to free expression, while 
simultaneously attacking the right of anyone 
w ho dissents from or challenges its agenda.’* 
The Hindu rights has become one of the 
major and most viscous disseminators of 
hale speech, directing their rhetoric against 
the Muslim minority in India. It has been 
able to challenge the speech of others by 
invoking those provisions of the Indian Penal 
Code. 1860, that deal with the promotion of 
religious enmity and disharmony. The 
intention of these laws, as discussed in the 
previous section, has been primarily to 
criminalise speech that incites hatred against 
.1 religious or class minority. However, the 
Hindu rights has invoked these provisions 
in the name of the dominant Hindu 
community, primarily to suppress challenges 
to its version of Hinduism. At the same time 
it has invoked the secular right to free 
expression to avoid prosecution under these 
provisions and defend its vitriolic attack 
against the Muslim community, as witnessed 
in the Saamna case. 

Saamna is the name of the Marathi daily 
newspaper that serves as a mouthpiece for 
the Shiv Sena, the more militant section 
of the Hindu rights . 2h The Saamna case 
involved a challenge by J B D'Souza, a 
former state chief secretary, and Dilip 
Thakore, a former editor, to the writings 
of Bal Thackeray, the chief ot the Shiv 
Sena, in this newspaper The petitioners 
filed a writ in 19^3 seeking a mandamus 
from the Bombay High Court to direct the 
government to prosecute Bal Thackeray 
andSanjay Raut. the executive editor, under 
sections 153A and )53B of the Indian 
Penal Code, for writing and publishing 
several passages that encouraged religious 
enmity and disharmriny between Muslims 
and Hindus. The Bombay High Court 
rejected the petition in September 1994 on 
the grounds that none of the articles on 
which the petitioners relied violated the 
sections in question and that in any case, 
"it was not advisable to re-open the subject 
after considerable time had elapsed, as it 
might rekindle communal feelings".' 7 

Some of die passages challenged by the 
petitioner and the courts reasons for rejecting 


the challenge are as follows: 

• "The temple should not be constructed 
because the sentiments of the minorities 
would he affected. And who are those 
minorities? The Muslim traitors who 
partitioned this country and have not even 
allowed us to breathe ever since then."* 

• "If we consider the entire action including 
the offending sections relied upon by the 
petitioners, the criticism is levelled against 
those Muslims who had espoused thr; 
case of the two-nation theory and thereby 
were responsible for partition of the 
country. They have been described as 
traitors. Aftermath of partition is too well 
known. 

• "Muslims should draw a lesson from the 
demolition of Babri Masjid otherwise 
they will meet the same fate as Babri 
Masjid. Muslims who criticise the 
demolition are without religion, without 
a nation." 10 

• "According to these articles, by the 
fissiparous mentality created in the minds 
of Muslims by the aforesaid ami-social 
elements. Muslims started drifting from 
the mainstream of life,... these articles do 
not criticise Muslims as a whole, but 
Muslims who are traitors to India... It is 
true that in some of these articles due to 
the emotional outburst, high-flown and 
caustic language is used, but this per se 
will not fall within the mischief of sections 
153A and 153B of the Code." 11 

The court dismissed the contention that the 
authors be subject to prosecution for writing 
the impugned passages on the grounds that 
such writing was clearly directed against 
"anti-national or traitorous" Muslims and 
"their selfish leaders who are creating a rift 
between Hindus and Muslims and in the 
aforesaid portion reference is also made that 
Muslims should understand the sentiments 
of the Hindu majority and merge themselves 
in the national mainstream instead of being 
carried away by the selfish leaders who were 
encouraging attacks against Hindus. The 
readers of the editorial are not likely to 
develop hatred, spite or ill-will against 
Muslims as a whole, but may develop hatred 
towards those Muslims indulging in anti¬ 
national activities.*" 2 In the courts view, 
there was simply nothing offensive in these 
passages - there should be no prosecution 
against Saamna because there was no 
incitement of hatred or enmity. 

The Bombay high court stressed that the 
remarks in the impugned passages should 
not be taken out of context. Yet, the context 
further strengthens the case that these 
passages constitute hale speech. The recent 
history of Saamna demonstrates its blatant 
communalism and intention to promote 
religious disharmony. The newspaper does 
not apologise for its stand. Fbr example, 
prior to the destruction of the mosque, an 
editorial in Saamna announced, "Hindu 
blood flows in the mini Pakistans of 
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Bombay/*" Below ibe headlines, the from 
page editorial appealed to the chief minister 
of the state stating, ‘’...the way the Muslims 
are murdering us, if you cannot stop it we 
will. This is not a warning, but burning rage 
and fury in our heads. Why are shoot-at- 
sight orders not being given? Because if 
such orders are given, Muslims will die.*'" 
After the riots abated, the Saomna editorial 
of January 14, stated 'Though we have 
stopped our ‘dharmyuddh’ what happens in 
the future wil I depend on how the government 
handles the anti-nationals. The riots have 
opened everyone’s eyes. Now everybody 
knows his place.**" The Supreme Court 
refused to admit the appeal from the high 
court decision. Not surprisingly, Saamna 
subsequently earned a front-page tribute 
welcoming the judgment. It stated that the 
judgment was a victory of “truth over 
falsehood, of Hindutva over irreligiosity.**" 
The Hindu rights strategic use of 
restrictions of freedom of speech was 
highlighted in the Sahmat case. Sahmat is 
a non-profit organisation set up in 1990 to 
promote the cause of secularism in India 
primarily through art and music. In 1993, 
Sahmat organised an exhibition in Delhi 
which displayed the diverse versions of the 
Ram Legend. The display included a passage 
related in an ancient text, the Dasratha Jataka, 
which dates back to somewhere between the 
4th and 2nd century B C. The story describes 
Sita as Ram*s sister. At the end of their exile 
when Ram returns to Ayodhya, Sita is made 
queen consort and they rule jointly for 16.000 
years. Four lines of this story were included 
in the Sahmat exhibition along with several 
other versions of the legend. 17 The Bharliya 
Janata Party (BJP), which is the main paity 
in opposition at the moment, objected to the 
text which referred to Ram and Sita as 
siblings, arguing it suggested that the two 
had an incestuous relationship. In the media, 
the BJP described the text as a poster', a 
pictorial representation of Rama and Sita as 
siblings, that simply did not exist, and on 
terms that were determined by the con¬ 
stituents of the Sangh parivar, in particular 
the Vishwa Hindu Panshad (VHP) and the 
BJP. They succeeded in creating a national 
controversy around the issue of a non-existent 
poster and provoking debate in parliament 
on the issue. The panel with the text was 
subsequently confiscated and Sahmat 
prosecuted under the penal code provisions 
relating to the intention to create religious 
disharmony and enmity." These are the very 
same provisions under which Saamna , and 
Bal Thackeray were sought to be prosecuted 
and which attempt was defeated in the 
Bombay High Court judgment referred to 
above. Saamna promoted hatred against a 
minority religious community. Whereas 
Sahmats crime was to challenge the Hindu 
rights monolithic construction of the Ram 


story and, through that, their Hindutva 
agenda. Sahmat was also charged with 
criminal conspiracy, a charge that has still 
to be brought against those who destroyed 
the Babri masjid in December 1993. 

The confiscated panel represented the 
diversity of religion, tradition and history. 
Yet this simple assertion of diversity was 
constructed as a threat to “Hindu culture** 
by the Hindu rights. The response was, 
perhaps, not surprising. The very objective 
of the Sahmat exhibition was to challenge 
the so-called historical truth about the Ram 
legend perpetrated by the Hindu rights and 
assert the multiplicity of tradition and 
challenge the myths about Ram invented by 
the right. The Hindu rights stated that there 
never was such a time when brother and 
sister marriages took place and were 
considered pure. For them, anything that is 
ambiguous, creates doubt, or contradicts their 
version of history must he challenged and 
stifled. 

The Saamna and Sahmat controversies 
illustrate the increasing power of the Hindu 
rights, and its success in setting the terms 
of the debate on the issue of freedom of 
expression as well as of historical, cultural 
and religious discourse. The cases illustrate 
how the most viscious proponents of hate 
speech have been able to use the law to go 
after anyone who criticises them. In the 
Saamna case, the passages under challenge 
were in effect, held by the court to he protected 
speech. The vitriolic speech of the Hindu 
rights was accorded legitimacy and greater 
space for its rhetoric against the Muslim 
community." 

The increasing influence of (he Hindu 
rights in defining the parameters of speech, 
and what constitutes hate speech, is further 
illustrated in the history of the reactions to 
Salman Rushdie’s writings. In 1988. 
Rushdie’s book. The Satanic Versts, was 
banned on the grounds that it might offend 
the sentiments of the Muslim community, 
prior to the issue of a ‘fatwa’ against Rushdie 
from Iran. In April 1992, the pro vice- 
chancellor of Jamia University was attacked 
for disapproving of the ban. Although 
professor Hasan stated that he found "no 
redeeming virtue in the novel and understood 
the outrage of those who wanted the book 
to be banned", he opposed the ban. 4 " The 
students, of Jamia subsequently demanded 
that he be dismissed. The incident was in 
turn used by the Hindu rights as another 
exampleofthe natural intoleranceof Muslims 
and Islam. 41 

More recently, Rushdies book the Moor's 
Last Sigh , again generated controversy in 
India. However, this time it was the ire of 
the Hindu rights, in particular the Shiv Sena, 
who were opposed to the sale of the book 
in India primarily on the grounds that a 
central character in the book who resembles 


BA! Thackeray was depicted in a disparaging 
light. A further objection was made by 
members of the Congress Party to the fact 
that a dog in the book is called Mawaharial* 
which they considered was an insult to the 
memory of the first prime minister of India, 
Jawaharlal Nehru. Although no outright ban 
was issued, circulars were sent to book sellers, 
distributors and customs officials requesting 
that the book be withheld from circulation. 
The circular has recently been challenged 
in the Delhi High Court. 42 In spite of the fact 
that there is no official ban of the book, the 
threats of the Shiv Sena have intimidated 
retailers in Bombay, who have voluntarily 
decided not to sell the novel "for fear of 
inviting the Shiv Sena’s wrath " 41 

The controversies surrounding Rushdie's 
books once again illustrates how the Hindu 
rights defined and controlled the terms of 
the debate. In the case of the Satanic Verses , 
the Hindu rights together with the liberal 
intelligentsia and the progressive voices 
within the Muslim community, argued in 
favour of the release of the hook and against 
the ban which violated the right to free 
speech. However, in the context of the Moors 
Last Sigh , the Hindu rights supported its 
withdrawal partly on the grounds that it 
depicted Thackeray in a derogatory manner. 
In (he former case, the Hindu rights held 
itself out to be the 'champions' ot freedom 
ot speech, whereas in the latter case they 
were amongst the first to argue in favour of 
censorship. The discussion raises the question 
of who is successfully employing the power 
of censorship in the area of hate speech and 
whose agenda is being strengthened or 
weakened as a result of such curtailment? 

A more complicated scenario was 
presented in the controversy over the 
screeningol Mani Ratnamsfilm, Bombay' 
The story involves a romance and subsequent 
marriage between a Hindu man and a Muslim 
woman, which takes place against the 
backdrop of the Bombay riots that occurred. 
in December 1992 and early in 1993. Bal 
Thackeray objected certain dialogues in the 
film spoken hy Tinnu Anand. the actor who 
plays a Thackeray type character, where he 
talks about eliminating-a .particular 
community, namely, the Bangladeshi 
migrants. According to Anand. such lines 
were based on actual speeches made by Bal 
Thackeray. Bal Thackeray also objected to 
a sequence depicting his horror and 
repentance over the impact of the riots. The 
Shiv Sena, and Thackeray in particular have 
never repented the riots. 44 Although the 
director agreed to make some alterations to 
the script, he refused to alter the depiction 
of repentance. Subsequently, the Congress 
government, which was in power in 
Maharashtra at the time the film was 
completed, refused to release it until the state 
elections were over on the grounds that it 
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was a sensitive theme. The subsequent state 
elections ushered in a government consti¬ 
tuted by a BJP-Shiv Sena alliance. Members 
of the Muslim community in Bombay, 
appealed to (lie chief minister of the newly 
formed government to prohibit the screening 
of the film. The film was suspended for one 
week on the grounds that it posed a potential 
law and order problem, especially in Bombay 
which had been devastated by communal 
riots two years previously. 4 ' However. Bal 
Thackeray, who had secured some of the 
deletions that he requested, objected to its 
suspension and called for the resignation of 
the commissioner of police for submitting 
to the pressures of the minority community 
in recommending that the screening be 
withheld. 4 * In response to the concerns of 
some Muslims to the screening of the film, 
Thackeray was reported in the press as 
slating, “Muslim fundamentalists should 
note 'hat today Mahatma Gandhi and Pandit 
Nehru are nor alive to support them. How- 
strong arc you, how strong are wc, that we 
shall see.” 47 

Most recently, a magistrates court in Delhi 
absolvecfSadhvi Rithambara, member ot the 
Vishwa Hindu Parishad, from prosecution 
under section 153 of the I PC, 1860. She was 
charged with making inflammatory speeches 
and whipping up communal passions in Delhi 
in 1990. Hei victory lomcidcd with the 
dismissal of thccontempt proceedings against 
Bal Thackeray for casting aspersions in 
Saamna and l^okuitta, two Marathi dailies, 
against some ot the Supreme Court justices 
who were hearing arguments in the recently 
decided * Hindu! va’ case. 4 * The two cases 
illustrate the ideological shift that is taking 
place, which is increasingly recognising the 
speech ot the Hindu rights as acceptable and 
tailing within the parameters of tree speech 
and expression. 

In analysing the way in which hate speech 
has been used, die question arises as to how 
to respond to such speech. The controversies 
discussed in this section illustrate the 
increasing power of ihc Hindu rights, and 
the extraordinary paradox that one of the 
most vociferous exponents of hate speech 
has been ahlc to immunise itself fiom 
l prosecution, whileensuring that at least some 
| ot its enemies be prosecuted. The dismissal 
|ol the cases against two of the most viiu- 
gperative exponents of anti-Muslim rhetoric 
fin the country, Sadhvi Rithambara and Bal 
Thackeray, together with other receni con- 
[ troversies discussed in this section, suggest 
[ that there may be a shift in (he use of the 
law, although it is still too early to tell. 

Responding to Hate Speech: More Speech * 
or No Speech? 

My central concern has been to examine 
how hate laws are increasingly being used 
| to protect speech which promotes hatred or 


violence against a minority religious 
community. The controversies discussed in 
the previous section suggest that the law is 
not being used to hold back the tides of hate 
speech emanating from the Hindu rights. I 
have some concerns about how well 
censorship laws can actually work against 
this powerful political force and when and 
how it could or should be invoked. Banning 
publications such as Saamna may not be an 
effective counter to such hate speech and 
muted fuel the agenda of the Hindu rights. 
The problem as receni developments suggest 
is that the law might actually be subject to 
considerable abuse at the hands of the Hindu 
rights who will use it to stamp out any 
challenge to or dissent from their vision of 
the world. In this section, ! examine how 
the law itself partially creates this dilemma. 

At one level, the failure ot the law to 
restrain *hate speech’ as it is currently being 
deployed hy the Hindu rights may be 
perceived as a problem of inadequate 
enfoiccmcnl. Although the enforcement of 
these laws is less than adequate, there is 
nevertheless reason to be concerned about 
some of the inherent problems in the law 
itsell which leads to arbitrary enforcement. 
The laws give an arbitrary discretionary 
power to a judge to determine what docs or 
docs not constitute hale speech This 
discretion is exercised without addressing 
the dominant ideology in which such laws 
are interpreted. The objective ot the hate 
speech laws has ostensibly been to police 
Ihc margins of free speech and expression 
and punish/speech that transgresses these 
margins. 40 However, as illustrated in the 
previous section, when hale speech itself 
becomes a part ot mainstream discourse, that 
is. it becomes increasingly acceptable 
amongst a large section ol the population, 
what is the lunchonol such laws'^Currcnlly. 
these laws arc being invoked hy the very 
people against whom they were intended to 
be used The speech of the Hindu rights is 
becoming a part ot common belie! as a result 
of Vk Inch their words are no longer regarded 
as promoting hatred, but as falling well 
within the boundaries of Irce speech and 
expression. The dilemma that arises is how 
and when these laws can he used, given the 
ideological shift which seems to he taking 
place. II the law is no longer able to arrest 
hateful speech that has become increasingly 
acceptable there is a temptation lo abandon 
the terrain of law However, to surrender 
such a poweifu! terrain may simply serve 
to strengthen the agenda of the Hindu rights. 

One way to negotiate this dilemma might 
be to more clearly delineate the harm that 
the law should address and restrict the 
arbitrary discretion that judges euricntly 
enjoy. Distinguishing between the different 
harms that result from hate speech could 
assist in determining which harms the law 


should redress and which struggles should 
remain outside of the law and addressed in 
other manners. The concern behind the legal 
regulation of hate speech is ostensibly that 
such speech carries the threat of intimidation 
or violence and harms the sentiments of 
minorities. Legal restrictions are thus 
justified, in part, on the grounds that they 
can create a law and order problem. The law 
and order argument was strongly asserted 
during the controversies surrounding books 
such us Satanic Verses , and The Moor s Last 
Sigh as well as around the film Bombay’, 
The impact that hate speech could have on 
either on the law and order situation or on 
the self-esteem of a community in the context 
of the tense communal environment in India 
is certainly a legitimate concern. Yet the 
difficulty remains in trying to assess where 
to draw the line in addressing such ‘harm’ 
- that is. when should the criminal law be 
resorted to and when should more speech* 
be encouraged to counter the ‘harm*? 

Two separate situations where hateful 
words have been spoken in the prevailing 
environment of communal ism highlight this 
dilemma. On December 4, 1993. when the 
'kar sevaks* attacked and were demolishing 
the Babri masjid in Ayodhya, Uma Bharati, 
a strident and militant female member of the 
BJP, encouraged them by shouting the words, 
‘ck dhakka aur do. Babri masjiJ tod do* 
( give one more push, destroy the Babri 
masjtd). Her words encouraged the 
commission of a criminal act. that is the 
destruction of a public building and the law 
is thus able to capture the speech of Uma 
Bharati.* 1 By wav of contrast arc the words 
routinely uttered hy Sadhvi Rithambara 
intending to encourage hatred towards a 
different community For example, at a large 
rally o! theHtnJuua parties in 1993. Sadhvi 
Rithambara. shouted a slogan saying, ‘kale 
huay desh nahi chahiyc. katc liuay aadrni 
nahi chahiyc’ (The sentence can be translated 
as ‘we do not want a mutilated country, we 
do not want mutilated men’. The reference 
here is to the partition ot the country/crcation 
of Pakistan and circumsciscd men, that is, 
Muslim men 1 Sadhvi’s speech raises some 
difficult challenges. On the one hand, her 
speech is reprehensible, and we might argue 
that an effective hate speech law ought to 
be able to capture it within its scope However, 
given the pic vailing ideology in which the 
hate speech laws are currently operating, 
these laws seem unlikely lo be able to do 
so. It ts possible that a more clear delineation 
ot the harm that the hale speech laws are 
intended to prevent might better enable these 
laws to capture Uma Bharatis speech as it 
is dearly encouraging a criminal act. But. 
it would not necessarily be of assistance in 
capturing Sadhvi* s speech. There is nodirect 
encouragement of a criminal act. simply the 
encouragement of hateful ideas. Unless the 
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encouragement of these hateful ideas is also 
included within the law, there is little chance 
of capturing her speech. 

And yet, we come back to the initial 
dilemma, which is that given the current 
communal context within which her views 
are becoming increasingly acceptable, there 
is still little chance of capturing her speech 
within the hate speech laws. As discussed 
above, (be recent case dismissing charges 
against Sadhvi under section 153A of the 
JPC for making similar remarks in 1990. 
tempts us to abandon the hate speech laws 
as a project that is no longer feasible. Invoking 
the laws against Sadhvi simply resulted in 
legitimising her speech and the speech of 
the Hindu rights, and also brought her more 
fame, publicity and recognition. The law is 
perhaps a gauge of just how far cultural 
politics has shifted. This brings us back once 
again to the question of how we should 
combat such speech. Can such speech be 
effectively resisted through law. or can it 
only be fought through more speech? Indeed, 
Sadhvi's speech and the current ideological 
constel lation forces us to address the question 
of whether wc should be trying to criminalise 
such speech. 511 Even if wc believe that 
Sadhvi's speech docs promote hatred and 
incite violence towards the Muslim 
community, we need to consider whether 
prosecuting her under hate speech laws only 
makes the situation worse. To what extent 
might banning or censoring through 
prosecution simply be a euphemistic strategy 
for deflecting attention away from the 
underlying causes of such speech? To what 
extent does the prosecution of those who 
utter hateful words simply bring greater 
attention to their cause? And what kind of 
damage is done when (he courts ultimately 
reject these prosecutions? The judicial 
condonement of hate speech such as Sadhvi's 
may be even more damaging that her initial 
utterances. Once again, we need to ask 
whether wc might not he bettcroff attempting 
to combat this speech not by law, but by 
more speech. We need to think about breaking 
out of the censorship circle.' 3 

Yet, I do not mean to suggest that 
combating hate speech with more speech is 
a simple and straightforward strategy. Once 
again, the argument in favour of more speech 
needs to confront the fact that given the 
current shift in cultural politics, more speech 
may not be a particularly effective way to 
fight back. The words of secularists are 
being drowned out in a sea of hateful rhetoric 
by the Hindu rights. The dilemma is thus 
not one that is easily escaped, simply by 
shifting from a legal to a non-legal terrain. 
Rather, we continue to confront the same 
dilemma: the changing ideological terrain 
has made Sadhvi's views more acceptable, 
and countervailing speech may not be able 
to counter the power of Her speech. I do not 


mean to suggest that we Should necessarily 
abandon all efforts to use law to fight hate 
speech, only that wc need to take on board 
these difficult questions in attempting to 
formulate our strategies, if and when we 
choose to do so. 

II 

Sexual Speech 

In this section, I shift the focus to the legal 
regulation of sexual speech. In stark contrast 
to hate speech, there has been an almost 
obsessive concern on the part of the Indian 
state with restricting and censoring sexual 
speech. I will examine the existing law which 
regulates sexual speech and thereafter some 
of the recent controversies that have taken 
place over the issue of representation of sex 
and sexuality. The discussion will reveal 
how the call to censor sexual representations 
has come from progressive and conservative 
groups alike I discuss how the harm that 
the state and others wish to address in terms 
of their response to sexual speech is 
questionable, and that in the urea of 
representation of sex and sexuality, the line 
needs to be redrawn ratherthan simply shifted 
as m the case of hate speech. 

Legal Framework 

The relevant statutory provisions which 
govern sexual speech are found in section 
292 of the Indian Pena) Code, I860, and 
section of the Indecent Representation of 
Women Act, 1986. The penal code defines 
obscenity to include any visual or written 
material that is “lascivious or appeals to the 
prurient interest" or which has the effect of 
depraving or corrupting persons exposed to 
it. The test is based on an English case, R 
V Hicklin, decided in 1868." The Indecent 
Representation of Women Act. 1986 
similarly prohibits indecency which it defines 
as the "depiction ot the figure of a woman 
as to have the effect of being indecent or 
is likely to deprave or corrupt public 
morality." In 1991, the censorship guidelines 
for the central board of film certification 
were revised to bring more images within 
the censorship net.' 4 

The Supreme Court has upheld the 
constitutional validity of the obscenity law 
on the ground that it constituted a reasonable 
restriction on the right to freedom of 
expression, under Article !9(2)(d). The 
leading case on the meaning of obscenity 
is Ranjit lideshi v Maharashtra" in which 
a book seller appealed from the Bombay 
a HighCourt'sdecisiontoconvict him together 
with his partners for bemg in possession of 
an "obscene book for the purpose of sale". 
The book in question was Lady Chauerlty's 
Lover by D H Lawrence. The Supreme Court 
confirmed the decision of the high court and 


upheld theconstitutionalityof obscenity law. 
It further interpreted the word obscene to 
mean that which is “offensive to modesty 
or decency, lewd, filthy and repulsive." In 
determining whether a piece of work offends 
in this way the court held that in determining 
whether a work is obscene, regard should 
be had to "our community mores'* and 
whether the materia) appeals to the "carnal 
side of human nature or having that 
tendency."* Thus material that appeals to 
the carnal side or sexually arouses, became 
the standard for determining whether a work 
was obscene. 

The test laid down in Ranjit Udeshi has 
been consistently followed. In Kakodkar v 
State of Maharashtra, 57 the appellant was the 
author of a short story entitled 'Shama’ 
published in the 1962 Diwali issue of 
Rambhafr monthly Marathi magazine, which 
was charged under section 292 for being 
obscene. The magistrates court dismissed 
the charge and the high court upheld the 
magistrates decision as against the setting 
agent, but convicted the author and publisher 
with a fine of Rs 25 and, in case of default, 
simple imprisonment for a week. The court 
also directed that the copies of the magazine 
containing the story be destroyed. In 
considering the appeal from the high court's 
decision, the Supreme Court stated that the 

question of obscenity may have to be judged 
in the light of the claim that the work has 
a predominant literary mem, it may be 
necessary if it is at all required, to rely to 
a certain extent on the evidence and views 
of leading litterateurs on that aspect 
particularly when the work is in a language 
with which the court is not conversant. 511 

The court reviewed the tests laid downTn 
Hicklin's case and Ranjit Udeshi's case,and 
held that on the basis of these tests the story 
read as a whole did not amount to 
pornography nor did it pander to the prurient 
interest of those into whose hands it might 
fall. It disagreed with the high court that the 
impugned passages could encourage 
licentious behaviour or deprave and corrupt 
the morals of young adults. The court went 
on to slate that: 

.. .standards of contemporary society are also 
fast changing. The adults and adolescents 
have available to them a large number of 
classics, novels, stories and pieces of 
literature which have a content of sex, love 
and romance... In the field of art and cinema 
also the adolescent is shown situations which 
even a quarter of a century ago would be 
considered derogatory to public morality, 
but having regard to changed conditions are 
more taken for granted without in any way 
tending to debase or debauch the mind.* 

The test laid down in Ranjit Udeshi's case 
was reaffirmed by the Supreme Court in the 
case of Samresh Bose* involving the 
publication of a Bengali novel 'Prajapathi* 
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in a journal called Desk. The publication 
was challenged as being obscene by a young 
advocate who “considered it to be his duty 
to uphold the purity of Bengali literature/*' 
In the Supreme Court, the judges reviewed 
the depositions of some witnesses given at 
the trial court level. In particular, they 
referred to the testimony of the complainant, 
who stated in cross-examination that though 
he had gone through the book in question, 
his moral character had not been affected in 
any way. Another witness, a businessman 
stated that the novel in question was 
“absolutely obscene meant to pollute the 
minds of the younger generation and was 
written with a view to earn money and he 
could not hand over the book to his children 
for reading the same/** The court also 
reviewed the testimony of several writers, 
who supported the work of Samresh Bose 
and were of the view that the novel inquestion 
was not obscene and had literary merit. The 
court held that the reference to sex by itself 
1 in any novel should not be considered to be 
obscene and that the book was not obscene. 
The court slated "in judging the question of 
obscenity, the Judge in the first place should 
try to place himself in the position of the 
author and from the viewpoint of the author 
the Judge should try to understand what it 
is the authour seeks to convey and if what 
the author conveys has any literary and 
artistic value/*’ In order to eliminate any 
subjective element or personal preference, 
the court held that the judge may “draw upon 
the evidence on record and also consider the 
views expressed by reputed or recognised 
authors of literature on sueh questions if 
there be any for his own consideration and 
satisfaction to enable the court to discharge 
the duty of making a proper assessment/* 4 
Material that is otherwise considered to 
be obscene can only be saved if it has a 
socially redeeming purpose or has some 
literary or artistic merit. Some instances 
found in the case law that were held to 
constitute a ‘socially redeeming purpose* 
include sexual advice to married couples** 
and the propagation of family planning 
information.** In the former case, the advice 
was presumably saved as its underlying 
objective was in preserving the heterosexual 
marital unit which was deemed to be a 
“laudable** objective. In the latter case the 
court emphasised the necessit y to impart sex 
education “to the masses** and held that the 
translation of old sex books, comai ning nude 
pictures, for this purpose was not obscene. 

The case law reveals the assumptions which 
inform the law of obscenity, in particular, 
that any representation of sex and sexuality 
U had; sexually explicit representations are 
immoral; and sex and sexuality arc not a 
normal part of our humanity, but a corrupt¬ 
ing and unhealthy influence from which 
‘decent people* must be protected. These 


assumptions run through the case law, and 
ensure that virtually any sexually explicit 
representation is found by the courts to be 
obscene. Many books and short stones with 
sexually explicit passages have frequently 
been held to be obscene. In fact, sexual 
explicitness often becomes a proxy for 
obscenity. 

Yet, even the question of what is sexually 
explicit is a highly subjective one. For 
example, in the case of Samresh Bose v 
Amal Mitra.* 7 the trial court found the work 
to have some socially redeeming value. 
However, it held that this value was 
undermined by the author “bringing some 
slang and unconventional words and tor his 
depiction of some incidents which cannot 
be tolerated in a society like ours/** Both 
the publisher and author were convicted by 
the magistrates court and the offending’ 
pages in the journal were ordered to be 
destroyed. The decision of the lower court 
was al firmed by the high couri which stated 
that the book was “plain pornography/' But 
the Supreme Court, introducing an interesting 
new distinction to the law. decided that the 
book may be vulgar, but not obscene. The 
Supreme Court stated. 

Though there is no description of any overt 
act of sex. there can be no doubt that there 
me suggestions of sex acts and that a great 
deal of emphasis on the aspect ol sex in the 
lives ol persons in various spheres ol si »cicty 
and amongst various classes ol people, is 
to be found in the novel. Because of the 
language used, the episodes in relation to 
sex life narrated in the novel, appear vulgar 
and may create a feeling of disgust and 
revulsion 

The fact that the descriptions were vulgar 
did not make them obscene. The distinction 
between vulgarity and obscenity appeared 
to rest on the impact ol the description on 
the reader and whether it had the effect of 
depraving or corrupting such a person. The 
authors intent which, according to the court, 
wastoexpose various evils and ills pervading 
the society was not the determinative factor. 
The court's reasoning was based on the 
representation of sex and whether or not it 
would deprave and debase the reader and 
encourage lasciviousness. This reasoning in 
turn goes hack to the statutory standard. 7 " 

Interesting distinctions abound in the case 
law. In the case of P K Somnath v Stale of 
Kerala/' a complaint was made against (he 
photograph ot a woman in a centre-spread 
of a maga/inc called Lttve under both the 
obscenity pm\ isions as well as the provisions 
of the Indecent Representation of Women 
(Prohibition)Act. 1986. The court drew a 
distinction between pornography and 
obscenity, stating that while the I turner 
denoted writings, and pictures that were 
intended to arouse sexual desire, the latter 
has the tendency to do so but not the intention. 


Notwithstanding rhetedistinctions, the court 
was of the view that the image in question 
was neither pornographic, obscene nor 
indecent. Apparently, the fact that the woman 
was sufficiently covered - in the court* sword 
“the lady properly covered her nudity**- 
saved the image. It stated that 

...in literature, ladies are described as 
beautiful. A pretty damsel is beautiful to 
behold A thing of beauty is a joy forever. 
Arc the bodies of females obscene? A 
brazenly nude body may evoke a feeling of 
disgust and revulsion. If nudiiy is properly 
covered, (the) human body whether of male 
or female cannot he regarded as objects ol 
obscenity without something more That 
something more is to be found in the facial 
expression pose in which it is plunogi jphed 
The photograph of a female bodv cannot be 
considered as obscene or as .in indecent 
representation of women, if the 
abovcmentioned something moic is absent/ 1 

The court went on to describe the image in 
question, stating that the picture was not 
obscene as the “lower portions ol one of her 
thighs and cleavage are exposed. Facial |.v/c) 
is not at all provocative. The lady has properly 
covered her nudity. The photograph has not 
got the effect ot arousing sexual Iceltngs in 
an ordinary human being" 71 
The cases reveal some of the assumptions 
on which the obscenity law* is based Some 
of the mam factors include the moral standard 
of depraving and corrupting the viewer or 
reader; the relevance of sexual explicitness 
to this standard; and the socially redeeming 
purpose of the material, which includes the 
literary and artistic merit defence. The first 
factor assumes that sex is immoral. The 
language used - to deprave or corrupt - 
clearly connect sex with moral corruption 
and decay. The standard focuses on the 
viewer and on the impact on the viewer. The 
very statutory standard assume^ that tins 
impact can he assessed Although it is an 
ostensibly subjective standard, the courts 
look lorobjectivccritenasuchas 'community 
mores to determine the impact. As lor sexual 
explicitness, it seems to have become a proxy 
lor the former. Whether tliere is anything 
redeeming aboui the image or text, that is 
whether there is something more than sex 
which could save the image or text depends 
ot the third factor - the literary or artistic 
merit defence. 

Rfct'tKl CONTKOVHKSlfcS 

Despite the ample amount ol statutory and 
case law governing the arcaol sexual speech, 
the representation of women on screen, 
through satellite television and in mass 
adveitisemcnts has come under increasing 
attack from the public, judiciary, feminist 
and non-feminist groups. The concern over 
sexual explicitness, obscenity and now. 
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’vulgarity’ is reaching a fevered pitch. In 
this section, I will examine several recent 
controversies involving popular Hindi 
cinema songs, films and the mass media. 

A considerable amount of attention has 
been focused on the Hindi film industry 
and the allegedly vulgar and indecent 
representations of women within these films. 
In 1993. ‘choli kc peechey kya hai,(‘what’s 
behind the blouse?’), a hit song from the film 
'Khulnayak* became the focus of public- 
controversy and a legal challenge brought 
by a BJPsupporter. The petition alleged that 
the song was “vulgar, against public morality 
and decency". The case was dismissed by 
the trial court, and on appeal, by the high 
court. Even though the case was not successful 
in legal terms, it succeeded in stirring up 
public opinion around the controversy. This 
contioversy was subsequently taken up by 
politicians and lead to a stricter approach by 
the central board ol film certification (censor 
board) A similar conirmersy followed the 
release of the film song ‘sexy. sexy, sexy' 
from Khuddar’ which triggered a debate in 
parliament on the increasing vulgarity and 
obscenity in Hindi films. In May 1994. a 
meeting was convened by the minister lor 
inlbrmatu m and broadcasting, with the censor 
board, members of the national commission 
for women, cable television operators and 
members of the film industry Amongst those 
who argued in favour of increased censorship 
was lima Bharati. a BJP member of 
parliament, who attended the meeting, The 
censor hojid undertook to ensure that vulgar 
songs and daiu.es would be prohibited. 

In the context of hlms.the ’Bandit Queen’ 
is proving to be a controversy that simply 
will not go awa>. The film represents the 
life of Phoolan Dcm. a woman who belongs 
io a poor, lower caste rural family. It depicts 
hot struggle and the violence she experienced 
at the hands ol her 30-ycar-old husband, the 
police and the upper caste Thakur 
community. Although the film had been 
screened in many countries around the world, 
i s release in India was held up by the censor 
board, which demanded a scries of cuts to 
the film: the explicit depictions of gang rape 
as well as Phoolan's violent revenge against 
her husband and the upper caste Thakurs 
were seen as unacceptable for Indian 
audiences. But. the director refused to make 
any cuts. At the same time, the real hie of 
Phoolan Devi, on whose life the film was 
based, brought a petition to prevent the film 
from being released in India. She alleged 
that the film did not accurately represent her 
life, and somewhat contradictorily, that the 
representations of the sexual violence 
violated her privacy. Ultimately. Phoolan 
Devi settled her case, accepting a payment 
of 40,000 pounds and the producer’s 
agreement to make four cuts to the film. 
However, the struggle with the censor board 


continued, until the producer finally agreed 
to make further cuts, against the wishes of 
the director. But, still the controversy would 
not die. The upper caste Thakur community 
has filed a petition asking that the film be 
banned on the grounds that it depicts them 
in a bad light Counsel for the Thakurs has 
described the movie as the "first milestone 
in a super highway of sexual immorality ” 14 
At the time of writing, this case is ongoing 
in the courts. And Phoolan Devi has again 
jumped hack into the spotlight, demanding 
damages ol Rs I crorc. 

Alongside these controversies, satellite 
television has been increasingly attacked as 
eroding the cultural values and traditions in 
India especially in its representations of 
women The National Human rights 
Commission (NHRC) expressed concern 
over the ‘invasion’ of satellite television ami 
appealed to the people to light the ever¬ 
growing "television menace" since it was 
spreading the "message of violence". Justice 
Ranganath Misra. former chief justice of the 
Supreme Court ol India, and currently the 
chairperson o 1 the NHRC. stated that 
television hau indirectly been promoting 
the psychology of violence and that ii was 
even more dangerous than AIDS. 1 ' The 
chairperson made similar remarks tn 1994. 
While delivering a special address at the first 
biennial conference of the India Society ol 
Victimology, he went so lar u> to declare 
that Doordarshan and satellite TV wcie the 
greatest violators of human rights in (he 
country 

Advertisements have also come under 
scrutiny. For example, in August 1995. an 
advertisement tor running shoes depicting 
two nude models embracing one another 
with a boa constrictor wrapped around then 
bodies and each wearing the running shoes 
that were being advertised was broadly 
circulated. There was considerable contro¬ 
versy around the advertisement which led 
to charges being tiled against the (wo models 
under the Indecent Representation of 
Women’s Act, I9K6. and the subsequent 
withdrawal of the ad. 

While the same old concerns are being 
voiced in the context ol each ol these 
controversies, in terms of the ‘corrupting’ 
influence of sex, sexuality and sexually 
explicit representations, there is a relatively 
newer voice in these controversies - a icminist 
voice. This particular voice is concerned 
with the negative impact of these vulgar 
images on women. This view is most recently 
expressed in a report by the Media Advocacy 
Croup which examined the responses of 
viewers to sex and violence on screen, and 
in a high court petition filed by Jagriti Mahila 
Sami 1 11 a women ’ s organi sat ion) chul longing 
the images of women being introduced 
through satellite and cable television. Their 
main arguments are that such images cause 
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violence against women and sexi 
harassment of women. 

The report of the Media Advocacy 
in December. 1995, which was s] 
by the National Commission of Women, 
the Mass Communications Research 
of Jamia Millia University studied 
responses of women viewers to ti 
representations of sex and violence on 
Their report has encouraged this call fo 
increased censorship of images that 
women in subordinate and derogatory w; 

The M AG report is based on the assumj 
that images have a direct and quantifi 
impact on audience behaviour, it states 
parents are unable to control the prxigrai 
that children watch and that viewers 
angry' and disgusted at the rising levels 
obscenity in films and TV progi 
Film songs, according to the report, are 
worst offenders. The report states there 
a strong perception that such songs lead 
an increase in eveteasing and sexui 
harassment. The report also states 
sexually explicit scenes are alien to the Ii 
culture. The MAG report recommends 
programming become more sensitive 
viewer needs and mechanisms developed 
ensure viewer feedback. The report all 
suggests that obscene scenes, viol 
programmes derogatory to women 
corrupting children and the youth should 
be broadcast The MAG report has triggi 
off an important debate and is betj 
increasingly cited by government bodl 
including the censor board, the human rig) 
commission, the national commission 
women and others, in order to dei 
restrictive legislation and more strii 
censorship * This response concerns man] 
lawyers, activists and media persons alii 
Many ot these views are echoed in thee 
tiled by the Jagriti Mahila Sanuti, a women*] 
organisation, which is pending before 
Delhi High Court The group has challei 
"the cultural invasion of India” by satelli 
television and cable networks, which ti 
allege are "spoiling the ethos and culture 
the country’ 77 While raising a long list 
objections to satellite television, the Jagi 
Mahila Samm is particularly concerned witS 
the images of women appearing on suteltifHj 
television - images which in their view 
promote obscenity, vulgarity, and indccemjpf 
by depicting "women as objects of sex’ 

The petition reveals very clearly the exua] 
to which the Jagriti Mahila Satniti 
concerned not so much with sexism as will 
sexually explicit representations. Pq| 
instance, the petitioners argue that 

nudity, obscenity, vulganty and slrtjSI 
leasing arc tncieasing!v becoming the nf 
of the loieign satellite channels. 1 he who] 
idea is to sensationalise and abet biolog id 
instincts and basic instincts ol tnc mind an 
to exploit such influenced minds iniobuyd 
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goods and commodities which foreign 
nationals and foreign companies are 
otherwise unable to sell....Thc question is 
whether the increasing use of sex con be 
allowed to tear apart our cultural ethos and 
cultural fibre which is holding the vast nation 
state into one cohesive state.™ 

j As the quote demonstrates, the petition slips 
^■back and forth from the discourse on 
degradation to women to the discourse on 
. Indian cultural values with frightening ease. 
V While the case is yet to be decided, early 
; in the proceedings the court criticised the 
/publication of 'obscene advertisements and 
.•“/asked the government to explain what it has 
<;ldo9K to censor the obscenity displayed in 
" cable networks. The censor board has also 
; been directed to look into the issue." 0 And 
,'the National. Commission of Women has 
' joined along with many others as a party, 

’ supporting the Jagriti Mahila Samiti position. 
:■*; Both the MAG report, and the arguments 
'•?by the Jagriti Mahila Samiti assume that a 
direct and quantifiable causal link can be 
/established between images*’ and 
''Spectators.* 2 Yet. it is well recognised in the 
' literature that no such direct causal connection 
egli be definitively established.^ Further, 
many scholars have revealed the flaws in the 
^assumptions and methodologies on which 
1 {these studies which purport to show a causal 
connection between pornography and 
/violence have been based.* 4 Nevertheless, 
JUany of these problems are simply replicated 
/in studies that continue to try to establish 
similar connection. Instead of shifting the 
ground to consider for example the broader 
Ideological effects of representations, that 
is, the way in which certain images may 
reinforce dominant, sexist ideologies, many 
leminists in favour of more censorship 
continue to insist on the simplistic causal 
model. For example, the MAG report assumes 
dial images and representations have a direct 
viewer impact which can he simply and 
' accurately measured.* 5 There is, once again, 
10 recognition of the broader social context 
Mtfcin which images are given meaning, nor 
tf the role of the viewer in interpreting these 
mages. 

The concerns of MAG and the Jagriti 
vlahila Samiti were played out in some of 
be recent controversies surrounding the 
glease of the film 'Bandit Queen’ in India. 
f>ic film has been held out by many as an 
sample demonstrating the direct impact 
hesis. In Lucknow, the capital of Uttar 
tadesh, an increase in the number of sexual 
Molestations are reported to have taken place 
ollowing the release of the film. One viewer, 
young student, stated: 

The women in the audience have to beat the 
brunt of it when the men - titillated beyond 
control - resort to the choicest expletives 
; and obscene gestures inside the hall. As 
' soon as women step out of the theatre, they 


have to put up with the eve-teasers who 
often repeat dialogues of the film. Even 
policemen posted around the theatre seem 
to enjoy our ordeal.** 

.Several such responses from women may 
appear to justify the image blaming position. 
However, I would argue quite to the contrary 
that the responses to the film tell us much 
more about the -effect of censorship and 
censorship controversies. The controversy 
around the 'Bandit Queen* - about whether 
cuts should be made to the film, and if so, 
which scenes needed to be cut - can be seen 
to be at least partially responsible for the 
creation of a particular kind of audience for 
the film. The censorship controversy created 
the expectations among a certain segment 
of young men that this was a ‘dirty’ or 'sexy* 
film, who then in turn rushed to see it. The 
censors focus on the ‘sex scenes’ in the film 
has reduced the film to one that is about 
sex.* 7 The extraordinary paradox is that this 
film, which in part is about the horrifying 
nature of sexual violence against women, 
poor, rural, lower caste women in particular, 
has come to be associated with 'sex’ and 
‘titillation* at the level of popular discourse. 

The feminist voices calling tor more 
censorship are specifically concerned with 
sexual speech and expression (hat is offensive 
to women, There is no question that a good 
deal of sexual imagery is often very sexist 
or misogynist. However, it is also true that 
sexually explicit representations have an 
important role to play in flouting 
conventional sexual norms. As Carol Vance 
has argued, the challenge lies in both 
decreasing the sexual danger, while 
increasing the sexual pleasure in women’s 
lives. It is not enough to simply locus on 
the negative dimensions of sexist 
representations, but also to attempt to create 
space for more positive representations of 
women's sexuality. Such a space has 
enormous potential for women who are 
confined by the normative understandings 
of female sexuality as passive and without 
agency. It is thus important to encourage 
images that promote women's sexual 
pleasure, and affirm women's sexual 
expericnccs/fantusies. The censorship lobby 
would curtail any such possibility. By 
advocating censorship of sexist images, this 
feminist voice joins with others who would 
empower the state to censor virtually any 
sexual image, and deny even those positive 
representations of women's sexuality. 

Relatedly, it is important to recognise that 
some of the justifications being used by 
feminists to argue in favour of censorship 
arc the very same arguments that are being 
deployed by other considerably less 
progressive groups to support the increased 
censorship of sexually explicit repre¬ 
sentations. The Hindu rights has continuously 
lobbied for the censorship of ads and film 


songs that they argue are derogatory to 
women and in violation of Indian cultural 
values. And in so doing, the concerns 
expressed often come uncomfortably close 
to those feminists who also call for 
censorship. For example, Pramod Navalkar, 
Maharashtra's minister for culture and 
transport, expressed his opposition to the 
Tuff running shoes ad. adding the voice of 
the Shiv Sena to those feminists who also 
opposed the ad. In Navalkar’s view, 
"Obscenity and vulgarity are on one side and 
nudity is on the other ...but exposure of 
nudity for these kinds of purposes the Tuff 
shoes advertisement that Madhu and Milind 
have done should not be accepted by 
society ".**There is no doubt that the women’s 
movement would oppose Navalkar* s reasons 
for censorship as well as some of his other 
outrageous views such as banning 
advertisements of sanitary napkins.*' 1 Yet, 
once feminists support some degree of state 
censorship, it becomes difficult todistinguish 
its position on the images that need to be 
censored, and on the reasons for that 
censorship. As in the context of Jagriti Mahila 
case, the terrain is extremely slippery, and 
ii is the state (either courts or legislatures), 
not feminists, who will define the terms ol 
that censorship. Once the state is given the 
power to censor, there is little feminists can 
do to control its use. It the not so distant 
past is any indication, the power of censorship 
will invariably be used to suppress images 
and representations of sex and sexuality- 
not sexist images that depict women in 
subordinate positions. Feminist support of 
the call to censor, then, will simply be 
appropriated to support an increase of 
censorship - censorship that will be carried 
out not in the name of women's equality, 
but rather, of Indian cultural values. 

Censoring Sexual Expression - Good Sex 
or Bad Words? 

Those who support the censoring of sexual 
imagery and expression argue that the image 
has a direct and quantifiable harmful effect 
on the viewer. The precise nature of the harm 
varies. The Hindu rights alleges that such 
images deprave and corrupt society. They 
are specifically concerned with how 
obscenity violates women's traditional 
identity, in particular their roles as wives and 
mothers. Respect for family values and 
tradition constitutes their position. Some 
feminists are motivated by a concern with 
women's right to equality, in particular the 
right to be free Irpm sexual harassment. Yet 
both are of the view that there is direct and 
quantifiable causal relationship between the 
images viewed and the harm resulting. This 
strange alliance that has emerged between 
at least part of secular women's movement 
and the Hindu rights position condemns 
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obscenity and vulgarityand calls for stricter 
censorship.'*' In this section, I consider the 
implications that such a position has on 
women*s rights. First, I review some of the 
ways in which these views have been 
deployed to deny men's responsibility Tor 
sexual violence against women. Secondly. 
I consider some of the more general 
implications of these views, and argue that 
feminists need to develop more sophisticated 
analyses of the power of images, without 
falling into the trap of image-blaming, and 
clamouring for more and more censorship. 

The image blaming position has been used 
to reinforce the assumption that men’s 
physiology is biologically constructed and 
that sexually explicit images (rigger such 
urges for which they cannot be held 
responsible. Such a conclusion has served 
as a justification Tor reducing men’s 
responsibility for violence committed against 
women It can and has been used as a ground 
for mitigating the sentence of a rapist. For 
example in the case ol Phul Singh v the 
State. 1 * 1 Justice Krishna Iyer tas he then was) 
icduccd the sentence ol a rapist, partly on 
the grounds that “modern Indian conditions 
aredriltinginlosocictal permissiveness what 
with pi oneness 10 pornos... sex explosion in 
celluloid and bookstalls, etc." In a later case, 
Moorlhy v Slate of Tamil Nadu, v; the accused 
was convicted of murdering his former lover 
and her son and seriously injuring her 
daughter The court overturned the high 
court’s decision that the accused be sentenced 
to death and cons cried it to life imprisonment 
The court's icasomng was not based on any 
human ngliis concerns or precedents which 
have held that the death penalty should oni> 
be awarded in the ‘rarest ol rarccase'. Rather, 
it held that the fact the woman had encouraged 
the relationship in the first place and that 
the mind ol the accused was agitated from 
viewing a film which depicted the murder 
ol four women, were I actors to be considered 
when pronouncing sentence. It staled 

The vicious effect of films picturismg 
violence in detail on impressionable minds 
has been the subject of serious concern for 
some lime now. but unfortunately no 
effective step has been taken so far to curb 
the growing tendency of a section of the film 
industry to cash in on human weakness. And 
when this upsets a young man, already 
vulnerably disturbed, the society cannot be 
completely absolved from sharing the 
responsibility of the resulting tragedy. 

In another case of the Supreme Court, Gaun 
Shankar and Ors v the State of Tamil Nadu,**' 
the accused was found guilty of murder 
under sections 302 and 334 of the Indian 
Penal Code. The defence counsel argued for 
mitigation of his sentence on the grounds 
that the accused had seen films depicting 
sex, violence, and illicit business and got 
misguided and ended up as a criminal and 


therefore the makers of such films arc also 
vicariously responsible. The court concurred 
with this ’lament” and stated that: 

Wc are at fa] loss to know whether it j$ 
compulsory that a heroine should invui iably 
appear on the screen with accentuated 
angularities, deepened depressions and 
exaggerated protuberances of the body?.. 

-lEJxhibiling scenes of violence, rape, sex, 
bootlegging and drug trafficking, etc in such 
a manner... has the propensity of disturbing 
or corrupting the minds of some viewers... 
particularly of those who are weak-minded, 
wayward, undisciplined, frustrated and 
likewise who are likely to become wicked 
and evil-minded.* 4 

Yet again, in Rccpik Ravindcr v State of 
Andhra Pradesh, 4 * the accused was convicted 
of raping a five-year-old girl. The court held 
the fact that the accused had seen blue films 
which generated the instinct “to practise the 
act that culminated in the offence” would 
be “an essential f actor to he considered before 
inflicting the punishment.” 

These cases demonstrate the highly 
problematic implications of image blaming 
which may only hurl women at the end of 
the day. The accused is treated as a virile 
young man who cannot help falling piey to 
his lusts when exposed to ‘porno’ images 
on screen. Such cases lay responsibility tor 
crimes such as rape, murder and sexual 
harassment at the doorstep ol the film 
industry, and deflect attention from the 
responsibility of the accused and the 
structural causes ol subordination ol and 
violence against women. And the victim and 
her rights become marginalised.** The cases 
further expose the danger of resorting to 
censorship 10 light sexual speech/ex press ion 
as it seems invariably to collapse feminists' 
concerns about degradation and 
objectification with moral conceptions of 
‘sexual depravity’ and its harm. Censoring 
the image deflects responsibility lor sexual 
violence away from men. By viewing 
obscenity as a direct causcof sexual violence, 
men are exonerated from any responsibility 
lor the violence. “These arguments icinlorce 
the good girl/had girl distinction. The fallen 
woman is the sexist's alibi and the rapist’s 
excuse tor their behaviour.” 4 *' The harm is 
blamed on the obscene representation, and 
those who produce these representations, 
including the women who appear in them. 
The discussion on violence is limited to the 
production ol sexual imagery. The fact that 
women are more olten hurt elsewhere, and 
by relatives and tnends is marginalised. It 
lurt her di ven s attention from the deep-rooted 
structural causes that are responsible for sex 
discrimination and violence against women 
such as scx>scgregatcd wages in (he 
workplace; sexist concepts that shape 
women’s roles in the family and marriage: 
barriers to women’s reproductive choice; 
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and the devaluation of women's work, Aft 
of these contribute to the construction of 
unequal gender relations and the ways in 
which women are perceived. 

Some feminists who argue in favour of] 
censorship laws are specifically concerned! 
with the rights of those women who perform 
in and produce sexual material. They vie^ 
such women as victims of obscene aftd| 
pornographic images who arc coerced intOj 
producing these images for male pleasure.! 
While the concern for women who work' 
the sex industry is no doubt heartfelt, aI 
one is legitimately disturbed by the often 
coercive conditions of women’s work, tftfeti 
focus of the argument is quite problems* 
and, in my view, misdirected. First, th 
argument constructs women within ihta> 
industry exclusively as victims, incapable#! 
decision-making or making choices, and tflf 
need of protection. Such a claim is familiar. 
Similar arguments have been used in tlt<| 
earlier part of this century to deny w 
certain rights - the right to vote, to practi 
law or to enter into contracts. Women 
regarded as innately inferior, incapable 
decision-making, or of making choices. ~~ 
is no question that remedies should be m 
available for women who arc coerced i 
such work or perform certain types of activity 
But this need not involve an assumption! 
all women are coerced. Nor should it I 
to the conclusion that the best way to ft, 
this exploitation is through censorship, 
exploitation does take place within ti 
context of the production of sexual imag 
then remedies should be available as xhou 
be the case m any other job. Women 
work as paper pickers or street cleaners m 
be making the best economic choice amo; 
those available to them. The same is true 
those who work in the sex or modellt 
industry. In the former case no one advi 
that the job itself be banned as is the 
in the latter situation. As Marcia Pally 
stated. ‘Those who righteously wish to 
down sex industries are telling perfon... 
not to eschew exploitation but to eschew 
in the nude.’”**' 

The concern of feminists should he 
fight for increasing the economic options 
women u» well as to ensure job safety fi 
women who work m these industries, rati 
than to dn ve them underground and inc 
their vulnerability. Violence must 
condemned wherever it occurs.** But bannti 
an image or book is not going to $t 
problems such as sexual harassment. AsL 
Duggan. Nan Hunter and Carole Vance ha 
argued “Any literature endorsing t 
oppression of women - whether pornog 
or the Bible - could be employed as « 
harassment device to impede a woman 
access to a job, or to education, pubu 
accommodations or other social benefits,!, 
is the usage of pornography in this situation. 
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f * not the image itself that is discriminatory. Itu,,> 
i, In other words, the harm of sexual harassment 
; does not lie in the actual representation of 
*, sex and sexuality. The legal strategy required 
j to meet the problem of sexual harassment 
! must be a demand for a sexual harassment 
i law. In terms of the harm of sexual 

• harassment, it is not the words per se that 
need to be censored or the possible visual 

r or written material that is being imitated. It 

• is the activity of harassment that needs to 
i be addressed.. The law should punish the 
.1 harasser not the image. "Individuals who 

V commit acts of violence must be held legally 
j and morally accountable. The law should 
<. not displace responsibility onto imagery'." 1 " 1 

. The focus on censorship of sexually 
’ explicit images will do little to improve 
;>women’s material condition and will deflect 

V attention away from legal strategies that can 
; help to improve women's situation. Not 
j 1 only will it serve to increase women’s 
"i vulnerability, history has also demonstrated 

such laws arc used invariably against 
^ artists, writers and sexual minorities By 
II focusing on the moral content of an image, 
f censorship laws have tended to cast their net 
**wery wide and suppress images and Texts (hat 
important for women. The impact of the 
/law rather than the image, has been harmful 
ftp women, by protecting stereotyped and 
Subordinate images of women while 
j curtailing the rather limited space available 
{for challenging such stereotypes. 

> At the same time, it is important to 
Ifccognise that argu ments against censorship, 
$and against the image-blaming position of 
vlhose who advocate censorship, docs not 
ifnean that feminists should never be 
feonccmcd with sexist representations. It docs 
jftloi mean that we need not be concerned with 
ItJie power of images and discourses in 
^Constituting women's identities. The strategy 
fyfboth opposing censorship, and promoting 
^positive images of women’s sexuality can 
tie seen within the broader context of 
fccognising the socially constituted nature 
tof our subjectivities and identities. Wc can 
felgue against state censorship, while at the 
same time speaking out against images that 
we think are sexist. Sexism can and should 
be condemned in all its forms - not simply 
in the context of sexual representations, but 
also in the context of representations of 
Voinen within the family, society and culture. 
Vloreovcr, we can argue against images that 
iue believe are sexist without falling into the 
ritp of image blaming - that is, without 
irguing that these images cause men to act 
ft particular ways. 

Instead of directly blaming images, we 
iced to begin the complex process of 
iisarticulating sexual representations from 
he dominant ideology of sex as a negative 
ftd destructive force. 10 - Sex and sexuality 
'we long been constructed as a bad, dirty 
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and corrupting force, that needs to be 
constrained, confined and enclosed, lest it 
otherwise undermine the social fabric. 
Censorship in and through obscenity laws 
has only reinforced these assumptions. 
Describing sexually explicit images as 
'vulgar', 'obscene’ and lascivious, reinforces 
the sexualisation of women's bodies and the 
idea that sex is dirty, which in turn encourages 
the idea that women's bodies are somehow 
dirty. We need to begin to challenge these 
assumptions, to challenge the idea that sex 
is inherently negative and dangerous, and 
instead promote healthier attitudes about 
human sexuality. Yet this is precisely what 
censorship cannot do. Rather, those feminists 
who, alongside the Hindu rights, argue for 
more censorship, inadvertently reinforce this 
perception of sex as bad, of bad women as 
whores and of good women as wives and 
mothers."” Sex continues to be perceived as 
degrading and the inference is that in order 
to protect women from harm we need to 
protect them from sex. 

There is no doubt that materials which 
reflect and reinforce certain existing power 
inequalities between men and women 
particularly in sexual relationship arc a 
problem. Such material has become a 
dominant form of representing women and 
excluded other voices or representations. 
But. we need to develop more sophisticated 
and nuanced arguments about the power of 
images - arguments that can more clearly 
distinguish between images that are sexist 
and images that arc sexually explicit. In the 
context of the often sexist representations 
of women, censorship does not address the 
underlying causes of this sexism. It does not 
make connections between sexist 
representations of women, and the continued 
subordination of women in the family, and 
other social .structures. Banning images will 
not eliminate this subordination. In my view, 
we. therefore, need to develop strategies that 
are considerably more circumspect in turning 
to law in general, and censorship in particular, 
for solutions. These strategies tend to 
reiniorce. rather than challenge or displace 
the dominant ideology which constructs sex 
as bad, and women as highly sexualised and 
thus also bad. 

Moreover, we need to reconsider our 
strategies so that they increase the space 
within which women can express their sexual 
desires and subvert the notion that sex is 
something in which "good” women do not 
indulge. The association of any sexual image 
with a negative or degrading representation 
of women has also made it difficult to produce 
alternative erotica or sexual materials as 
they risk being collapsed into the obscene. 
To use censorship laws to restrict even those 
highly sexist dominant images may thus 
only ensure that there will be no possibility 
of producing and circulating alternatives. As 


Lisa Duggan and Nan Hunter have argued, 
"Because sexual representations construct 
identities (they do not merely reflect pre¬ 
existing ones,) restriction and regulation of 
sexual expression is a form of political 
repression aimed at sexual minorities and 
gender nonconformists." 105 

Women are unlikely to be empowered 
through the suppression or denial of sexual 
speech. Rather, I believe that in the context 
of sexual speech, there has been far too much 
censorship, and far too little latitude for 
women to pursue their own sexual speech. 
In my view, a better strategy lies in attempting 
to deregulate representations of consensual 
sexual relationships. Access to sexual speech 
can challenge the association of sex with 
something that is negative or corrupting, and 
create a more open space within which 
women can discuss sex and sexuality without 
fear of being stigmatised or punished. 

Ill 

Conclusions 

In this article I have tried to draw a 
distinction between the legal regulation of 
sexual speech and hate speech - two very 
different kinds pf speech, with two very 
different kinds of laws. In my view, the hate 
speech laws address a harm with which we 
should he concerned, that is, with the 
elimination of speech intended to promote 
hatred towards different racial, caste and 
religious groups. Its purpose is to limit speech 
whose only purpose is to promote hatred 
towards different religious and other groups. 
This kind of speech is a form o( hatred, 
spoken in the attempt to generate animosity 
and sometimes even violence against 
disadvantaged groups. Thus, the problems 
with these hate speech laws lie not so much 
in the objective, but rather, in the way in 
which these laws are increasingly being used, 
in particular, in the broader social and political 
context within which the hateful views of 
the Hindu rights are becoming increasingly 
legitimate. 

In stark contrast, the sexual speech laws 
address a harm with which we should not 
be concerned. The legal regulation of sexual 
speech is designed to address and reinforce 
traditional and highly conservative sexual 
moralities. The harm identified by these 
laws are not harms which feminists ought 
to accept. And despite the efforts of some 
feminists to redirect these laws to better 
capture problems of sexism, I believe that 
these efforts raise more problems than they 
resolve. The simplistic notions of the direct 
effect of the image may simply be used to 
reinforce and strengthen the power of the 
state to censor images that defy traditional 
sexual moralities. Moreover, the kind of 
harm that these feminists have identified is 
one that would be better addressed by other 
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kinds of taw*--particularly, laws dealing 
with sexual harassment. 

Drawing a distinction between hate speech 
and sexual speech may help us to formulate 
legal and non-legal strategies in response to 
the specificities of each. Yet there are several 
concerns that remain that have not been 
addressed in this paper. In particular, how 
do we respond to the intersectionality of hate 
speech and sexual speech? For example, 
when images of sati, that is. depictions of 
the burning of a Hindu widow on her 
husband's funeral pyre, are glorified, how 
are feminists to respond? When material 
such as the pamphlets calling on Hindu men 
to impregnate Muslim women was circulated 
during and after the riots in Mumbai, ho" 
were women belonging to different religious 
communities to respond to such material? 
The convergence of gender and religious 
identity in such instances raises difficult 
concerns for feminists, and our responses 
will in part be determined by our specific 
location in terms of religion, class and caste. 
How can wc oppose sexism and religious 
hatred simultaneously? How can we resolve 
the dilemma of being a woman belonging 
to a minority religious community, who is 
simultaneously called upon to support the 
subordinati ng and sexist aspects of her culture 
and tradition, in order to share the benefits 
of a common history and political agenda 
ol her community? More specifically, how 
can we defend a women's religious identity 
in a particular community, without defending 
the sexism and misogyny of that 
community? 1 ”* And what is the relationship 
between a sexist culture and religion to 
violence against women, that is, how docs 
sexist religious or cultural imagery encourage 
disrespect and subordination of women 
belonging to that particular religion or 
culture? 

These questions need to be addressed in 
order to recognise that hate speech and sexual 
speech do not operate in binary opposition, 
but frequently intersect. At the same time, 
the distinction between the two is critical to 
make at this juncture to ensure that a uni versa! 
strategy, particularly in terms of censorship, 
is not adopted as the ideal response to both. 
Distinguishing between the very different 
lines that need to be draw in the law with 
respect to each, keeps us attuned to the 
historical, political context in which both arc 
operating and the way in which the terrain 
of law is a critical area in which the ideological 
battles around these di fferent types of speech 
are taking place. 

Notes 

[An earlier version of this paper was presented 
at the British Council seminar on "Women, Law, 
Culture and Tradition", Warwick University, 
March 22-30, 1995 (forthcoming in edited, 
collection, London, 1996). This, paper is part of 


a lafger work in progress on "Feminism and the 
Politics of Censorship in India", co-authored with 
Brenda Cos*man. I would like to thank Brenda 
Cossman, Ania Loomba and Taniku Sorkor for 
their helpful and critical comments on earlier 
drafts. Thanks also to Susan Mathews and 
Ruchika Chanana for their research assistance. 
The views expressed in this paper are those of 
the author.) 

1 On December6.1992, over 2.00,<XX> Hindu 
fundamentalists destroyed the Babrt inusjid, 
a 16th century Muslim mosque in the 
Northern Indian town of Ayodhya. They 
claimed that the mosque was located on the 
site of a Hindu temple, and marks the 
birthplace of one of the gods of Hinduism. 
Lord Ram The temple, they claim, was 
destroyed by invading Muslims, who built 
the mosque in its place. 

2 Article 19(1) (a) of the Constitution of India 
provides that "All citizens have the right 
(a) to freedom of speech and expression" 
Article 19(2) provides that "nothing in sub¬ 
clause (ai of clause (I) shall affect the 
operation of any existing law, or prevent 
the state from making any law. insofar as 
such law impose:, reasonable restrictions on 
the exercisv of the right conferred by the 
said sub-clause in the interests of the 
sovereignty and integrity of India, the 
security of the state, friendly relations with 
foreign stales, public order, decency or 
morality or in relations to contempt til court, 
defamation or incitement to an ol fence" 

3 Sect ion 15 3 A of the Indian Penal Code i K60, 
provides as follows "Whoever, (a) by words, 
either spoken or written, or by signs or by 
visible representations or otherwise, 
promotes or attempts to promote, on grounds 
of religion, race, place of birth, residence, 
language, caste or community or any other 
ground whatsoever, disharmony or feelings 
of enmity, hatred, or ill-will between 
different religious, racial, language or 
regional groups or castes or communities. 
m(b) commits any act which is prejudicial 
to the maintenance of harmony between 
different religious, racial, language or 
regional groups or castes or communities, 
and which disturbs or is likely to disturb 
the public tranquillity, or (e) organises any 
exercise, movement, drill or other similar 
activity intending that the participants in 
such activity shall use or be trained to use 
cninin.il force or violence or knowing it to 
be likely that the participants in such activity 
will use or be trained to use criminal force 
or violence, against any religious, i octal, 
language or regional group or caste or com¬ 
munity and such activity, for any reason 
whatsoever causes or is likely to cause tear 
or alarm or a feeling of insecurity amongst 
members of such religious, racial, language 
or regional group or caste or community, 
shall be punished with imprisonment which 
may extend to three years, or with fine, or 
with both (2) Offence commuted in place 
of worshi p. etc Whoever commits an ot fence 
specified in sub-section( I) in any place of 
worship or in any assembly engaged in the 
performance of religious worship or 
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religious ceremonies, stud! be punished 
imprisonment which may extend to fivgj 
years and shall also be liable to fine. 1 
Section 153Bofthe Indian Penal Code. 1X60*1 
provides as follows; “(1)Whoever, by 
either spoken or written or by signs or byj 
visible representations or otherwise. - <i 
makes or publishes any imputation that any] 
class of persons cannot, by reason of 
being members of any religious, 
language or regional group or caste 
community, bear true faith and allei 
to the Constitution of India as by 
established or uphold the sovereignty 
integrity of India, or (b) asserts, coui 
advises, propagates or publishes that 
class of persons shall, by reason of 
being members of any religious, 
language or regional group or caste 
community, be denied or deprived of i ’ 
rights as citizens of India, or (c) makes 
publishes any assertion, counsel, plea 
appeal concerning the obligation of an) 
class of persons, by reason of their 
members of any religious, racial, k 
or regional group or caste or community* 
and such assertion, counsel, plea, or 
causes or ts likely to cause disharmony 
feelings of enmity or hatred or ill- 
between such members and other pei 
shall be punished with imprisonment 
may extend to three years, or with fine, 
with both. (2) Whoever commits an off« 
specified in sub-section (I), in any place 
worship or in any assembly engaged in 
performance of religious worship 
religious ceremonies, shall be punished wj 
imprisonment which may extend to fin 
years and shall also be liable to fine. 
Section 295 of the Indian Penal Code. I 
provides. “Whoever destroys, damages, 
defiles any place of worship, or any obj 
held sacred by any class of persons with 
intention of thereby insulting the rclij 
of any class of persons or with the know! 
that any class of persons is likely to i 
such destruction, damage or defilement 
an insult to their religion, shall be punii 
with imprisonment of either description 
a term which may extend to two years, 
with fine, or with both.” 

Section 295A of the Indian Penal Ci 
I860, provides that "Whoever, wil 
deliberate and malicious intention 
outraging the religious feelings of any 
of citizens of India, by words, cither s| 
or written, or by signs or by visibl 
representations or otherwise, insults 
attempts to insult the religion or rcligi 
beliefs of that class, shall be punished wit 
imprisonment of either description for 
term which may extend to three years, 
with fine, or with both ” 

Section 298 of the Indian Penal Code, I 
provides. "Whoever, with the delil 
intention of wounding the religious fcchnj 
of any person, utters any word or makes 
sound in the hearing of that person or it 
any gesture in the sight of that person 
places any object in the sight ol (hut pel 
shall be punished with impiisonincitt 
either description for a term winch 
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extend to one year, or with fine, or with 
' both." 

8 Section 95 of the Indian Penal Code. 1860. 
, states as follows: "(I) Where-(a) any 
newspaper, or book, or (b) any document, 
wherever printed, appears to the state 
government to contain any matter the 
publication of which is punishable under 
section I24A or section 153A or section 
I53B orsection 292orsection 293 or section 
295A of the Indian Penal Code (45 of 1860). 
the state government may, by notification, 
stating the grounds of its opinion, declare 
every copy of the issue of the newspaper 
containing such matter, and every copy of 
such book or other document to be forfeited 
to government, and thereupon any police 
officer may seize the same wherever found 
in India and any magistrate may by warrant 
authorise any police officer not below the 
rank of sub-inspector to enter upon and 
search for the some in any premises where 
any copy of such issue or any such book 
or other document may be or may be 
reasonably suspected to be (2) In this section 
and in section 96. - (a) "newspaper" and 
"book" have the same meaning as in the 
Press and Registration of Books Act. 1867 
(25 of 1867); (b) “document" includes any 
painting, drawing or photograph, or othei 
visible representation; (3) No order passed 
or action taken under this section shall be 
Called in question in any court otherwise 
: that in accordance with the provisions of 

section 96”. 

: A 1957 SC 620 

id Ibid at 622 para 9. 
il l A 1964 Madras 258. 

U2 A 1959 AP 572. 

'13 See Hamam Das v State of UP. A 1%I SC 
£ 1662, which involved the forfeiture of two 

books in Hindi on the grounds that they 
contained material that was punishable under 
j sections 153 A and 295A of the penal code. 

However the notification of forfeiture did 
f not state the grounds on which such an 
action was taken and for that reason the 
Supreme Court upheld the high court's order 
’jj,. setting aside the notification. The court 
retied on this decision in State of UP v Lalai 
Singh Yadav, A 1977 SC 202, which 
| involved the forfeiture of a book entitled 
Ratmyan: A True Reading by a member of 
the rationalist movement. The state 

* government viewed the book os sacrilegious, 

* "outrageously objectionable, being 
l deliberately and maliciously intended to 
f, outrage the religious Icclmct of the citizens 
f of India, viz, Hindus by insulting their 

religion and religious beliefs and the 
\ publication whereof is punishable under 
| section 295A of the IPC ":lbid at 203 para 
y 2. The high court struck down the 
. notification on the basis that it did not 

* Specify the grounds for its opinion. The 

* Supreme Court upheld the decision of the 
high court. It emphasised the importance of 

* the state government's obligation to 
l explicitly state the grounds on which the 
1 forfeiture were based in order to ensure 

that the fundamental right to free 
^ expression is protected. The court stated. 


“To relieve the state front the duty to state 
grounds of forfeiture, in the face of the 
words of section 99A. is to permit raptorial 
opportunity for use of such power over 
people's guaranteed liberty. Why do wc say 
so? Surely, security of the state and peace 
of society demand restrictions on individual 
rights and we are the slaves of the law that 
we may he free." ibid at 205 para 10. 

In a full bench decision of the Allahabad 
High Court, the validity of a notification 
issued by the state government forfeiting 
the book entitled Minatfib-e-Ahle Bait (In 
Praise of the Members ol the Household of 
the Holy Prophet) (Azizul Haq Kuu.ser 
Naquvi v The State. A 1980 All 149) on 
the grounds that the language used was 
likely to hurt the feelings of (he Sunni 
Muslims and lead to greater misunder¬ 
standing between Shia musliins and Sunni 
Muslims and maintenance of haimony 
between them and public tiunquillity, 
(referred to the case of Harnam l)us v State 
of UP l A 1961 SC 1662) The court did a 
brief survey of the facts of mahomedan 
history and how the two different sects 
came into bein<; and then went on to consider 
the cvolutior of the case law in India and 
England. It held that the law in both countries 
established that criminality for the otfence 
of blasphemous libel in England, or under 
section I53A in India, did nor attach to 
‘things said or done but to the manner in 
which it is said or done If the words spoken 
or written are couched intemperate, 
dignified, and mild language, and do not 
have the tendency to insult the feelings or 
the deepest religious convictions of any 
section of the people, penal consequences 
do not follow", ibid at 160 para 57) The 
court went on to examine the different 
passages that had been considered 
objectiunuble and were of the opinion (hat 
they did not contain any matter which may 
be characterised as written in had taste or 
couched in offensive or intemperate 
language. 

14 A 1927 All 649 

15 Supra note 3. 

16 A 1958 SC 1032 

17 Ibid at 1033 

18 Followed in Public Prosecutor v 
Ramaswamt. A 1964 Mad 258. 

19 A 1986 Cal 104 

20 The court also held that section 295A was 
not attracted in the instant case as the harm 
complained of was covered by section 295. 

21 Ibid at 109 para 31. 

22 Ibid at 110 para 37 

23 A 1986 Pat 98. 

24 A 1980 SC 763. 

25 For a more detailed discussion sec Raina 
Kapur and Brenda Cossinan, Subversive 
Sites: Feminist Engagement with Law in 
India (Sage: Delhi. London and Newbury 
Park, forthcoming 1996). 

26 The current state government in Maharashtra 
is a coalition of the Shiv Sena and the 
Bharatiya Janata Party, the latter being a 
more moderate right wing puny. 

27 JBD'SouzavStateofMaharashtra, Bombay 
High Coun, September 26.1995. 


28 Bal Thackeray. Saamna, December5,1992. 

29 Supra note 27 at 26-27. 

30 Bal Thackeray, Snamna, December 8,1992. 

31 Supra note 27 al 51-52. 
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see ‘the Bombay High Coun Judgment: 
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in the Journal of Peace Studies , 2:8( 1995) 
28-33 

33 Ibid at 30. 

34 Ibid. 

35 Ibid. 

36 The Saamna passages under challenge were 
in effect, held by the court to be protected 
speech. However, during the Taslimu 
Nasreen controversy in Bangladesh, the 
Hindu rights supported Tastima ostensibly 
on the grounds that her right to freedom of 
expression was being violated. When a fatwu 
was issued against Tosliinu Nasreen for her 
writings, the Hindu rights posed itself os the 
defender of women's rights and the right 
to free speech, hut at the same time used 
its position as a way of attacking the 
Muslim community as the greatest 
violators of free expression and women's 
right to equality. For an elaborate 
discussion on this point see Kapur and 
Cossman. chapter 4. supra note 25. 

37 For example, the Jain version in which 
Rama. Dasrulha and Laxinana became 
ascetics and Sita. a nun. as well as a version 
from the Javanese Serat Kanda which 
features (he Mamie prophet. Adam 

38 See seel ions 120B of the Indian Penal Code. 

1860, invoked in Faizubad. charging Sahmai 
with provocation to not. promoting enmity 
on grounds of religion, malicious inicni to 
outrage religious feelings and criminal 
conspiracy. In Delhi section 95 of the Code 
of Criminal Procedure. 1908. was also 
invoked giving the government the powers 
of censorship and seizure of all materials 
relating to the panel, including primary 
source materials, texts and pictures referring 
to Buddhist origin tales: sec ‘Collateral 
Lessons. Sahmai Experience and 
Secularists'. Frontline. October 8,1993,55 
at 56. 

39 However, during the Taslima Nasreen 
controversy in Bangladesh, the Hindu rights 
supported Tasl i ina ostensibly on the grounds 
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perpetuating medieval social and political 
values that are in direct conflict with 
modernity" 

42 7Vie Asian Axe , February 8, 1996. 

43 The Timex of India. February 9, 1996. 
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to 'Bombay', that the director refused to alter. 

45 See 'What Is Holding,up 'Bombay'?' 
Frontline , February 24. 1995. 136. 

46 'On 'Bombay' Asghar Ali Engineer. 
Economic and Political Weekly , July I, 
1995, 1556. 

47 "Thackeray warns Muslims on 'Bombay*", 
Pioneer . April 9. 1995. There was further 
opposition to the film in Andhra Pradesh, 
a south-eastern state, where some members 
of the Muslim community objected to the 
depiction of a Muslim woman falling i 
love with a Hindu man. as well as to u 
scene where the Muslim woman is running 
to meet her lover, and her veil is pulled 
off her after it gets caught in a sharp 
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Women and Technology 

Problem of Technological Unemployment or Deskilling 

Jan Sinclair-Jones 

Technological change and advancement are popularly regarded as progressive , positive and inevitable. The 
significant threat of technological unemployment is often downplayed, ft is true that transition to wage labour has 
granted economic independence and autonomy to women in developing economies. Vet. further mechanisation and; 
technical innovation is going to make them increasingly vulnerable to deskilling and job loss , especially so in financial 
and service sectors . 


THERE has recently been an abundance of 
material published in Australia and Britain 
whichdiscusses. in general terms, the impact 
upon women ol technological change in the 
workplace [Prohcrt and Wilson 1993; 
Wajcman 1991. Cockburn 1983, 1987: 
Hacker 19811. For the most partthis literature 
has sought to explain why it is so important 
to recognise that women arc affected 
differently than men by technological 
innovation in production. Not surprisingly, 
these writers shou how the most significant 
contributing factors to women’s specific 
experience are the gender segmentation ol 
the workloicc. the less secure and more 
spoiadk tonns ol employment relations 
winch exist tor women workers, and the 
vciy nature ol technology as a social relation 
which is necessarily conditioned by gender 
relations 

This work draw s upon a range ot studies 
conducted over the past two decades which 
actually explore the experience ol women 
in workplaces in which technklogical 
innovation has been introduced. Thus, the 
early work ol Cynthia Cockburn (1983) ui 
gendered work in the newspaper punt 
industry m EngianJ and her later work on 
maie dominance ol technology (1985) as 
well as her most recent work on microwave 
technology with SusanOimcrodf 1993)along 
with the work ol Barbara Baran on the 
Insurance Industry (1985), Wajcman and 
Probcn on iclcwoi king t1988). and too many 
others to detail base all contributed to 
explanation. Not only have these writers 
enabled the telling of the story of 
technological change and its impact upon 
particular sections of the female woiklorcc 
hut then work has also provided the warp 
and welt from which this fabric, of explaining 
why women's experience of technology in 
the workplace must be understood as being 
not separate from but different to that of 
men, has been woven. 

Whilst in retrospect this may not be such 
a startling thing to explain, it is nevertheless 
important to remember that for the most part 
technology and. technological change and 
advancement arc still popularly regarded as 
being generally progressive and positive and 
inevitable. In the words of Langdon Winner 
(1977), there is a sense that technology 
progress under its own inertia - it has “the 


character of a sell-propelling, self-sustaining, 
ineluctable How " Because of this sense of 
inevitability we tend to reduce human 
outcomes to a homogeneity in which men 
and women are merely human actors who 
are affected as an undi! Icrcntiated hulk rather 
than dillerent elements within the category 
ol the labour lorce. 

Even m the work of writers who critique 
this UcicnniniM notion of technology and 
who point out that rather than technology 
having its own irresistible logic, it needs to 
be considered within the context of capitalist 
social relations (Bravcrman 1974), the main 
focus of discussion is the impact ol 
technological innovation as a process ol 
deskilling and loss ol worker control, and 
in some literature potentially large-scale 
technological unemployment |Jenkins and 
Sharman 19791. This focus of discussion has 
to a target extent dominated the literature 
and has tended to overlook the ways in 
which, il and where these outcomes have 
occurred, they have been fell by dillerent 
sections of laboui power quite diltcremly. 

There is little room to dispute the notion 
that technological innovation in the 
workplace lias contributed to either a 
deskilling or downgrading ol some ol the 
longest standing of traditional skilled labour 
in advanced industrial economics and that 
this has been accompanied by attrition of the 
individual or collective wo -.ei's control over 
thou labour in the pioduet on piocess. Again, 
the work of Coikbum (.983) on the print 
media and computciiscd technology is a 
clear example ol the ways in which 
technology can be applied to specifically 
weaken the industrial strength of a particular 
form ol skilled lanour power. In a lather 
different sense, the use of new materials and 
techniques, tor example pie-fabrication in 
the auilding industry in Australia, has had 
u devastating eft cct upv>n the traditional trades 
such as carpentry where the actual 
requirement lor skilled labour is reduced 
and replaced with less skilled labour both 
on site and in the workshop. Notwithstanding 
the devastation experienced by these workers 
it is important to note in hindsight that the 
technologically related unemployment 
forecast m the 1970s has been most severely 
felt by sections of the labour force dominated 
by women. 


With regard to issues of deskilling Jft 
advanced industrial economies, the reality 
was redefined in the 1980s by the Nm 
Times 1 advocates who were actually able !£ 
represent the reality as an end to the tediufl 
of homogenised mass production orienta 
skills and a romantic notion of revival o 
craft-based skill focused upon small-rui 
production of goods directed towards nichf 
markets Even in large hatch productkM 
units, such as automobile production, tht 
job redesign and worker participation weft 
seen to be the paths by which the work® 
would no longer he huidcncd by narrowly 
defined skill areas but had their jo! 
satisfaction enhanced and their uhenatioi 
eliminated by multi-skilling, co-operetta 
work teams, job enrichment programme! 
and the like ; 

Technological unemployment has bet? 
similarly down played as a significant Ihret 
by a number of studies m Britain whiti 
actually argue thur where new technology 
was applied in the workplace it had a smaM fl 
if not minimal, impact upon employmeiB 
rates within the enterprise. Job reduction fflg 
a result of technological innovation appeaiP 
to have been less significant than thiB 
resulting from organisational change. In so ttm 
cases it is argued that the increased product!® 
output associated with technologies 
innovation actually contributed to job grow® 
in some companies or sections of t« 
companies studied. In other cases it A 
acknowledged that significant increases 9 
output were achieved with very little grown 
in employment [ Northcolt ct al 1985; Christa 
el al 1990|. These studies did acknowledge 
however, that the introduction of electron® 
data processing and computerisation ofnoifi 
directly-productive sectors of some organs 
salions actually did produce reduction A 
related jobs, i e, those areas dominated tfi 
women. I| 

Of course what such studies seem m 
‘overlook’ is that even ifwithin the individual 
enterprise technological innovation afK 
considerable inci eased productivity docs fl 1 
cause a significant laying of I of workc | 
within that enteipnsc. the very nature ) 
capitalist production is that innovation J 
spurred by the need to remain competilit 1 
and that competition frequently results 1 
competitors going out oi business The peril J 
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in which such research was undertaken was 
one of recession and economic decline. It 
would seem reasonable to suggest in the 
absence of data that the result of enterprise 
specific innovation may well have been the 
^closing down and consequent job loss in 
competitors* enterprises. 

\ Even if this were not the case, it is incorrect 
| to assume that because jobs are not lost at 
'/ the time that enterprises adopt technological 
'innovation that they do not represent 
; technological unemployment. One of the 
: more popular and constant arguments put 
i forward against the idea that technological 
innovation would bring about unemploy¬ 
ment. was that new torms of production, 

; new commodity types and a shift towards 
; increased growth in the service sector (Toffler 
[1980; Jones 1982:Gorz 19821 would absorb 
the displaced labour and that this would 
i negate job losses in upgrading industries. 

I Whilst in periods of economic growth and 
boom this may well have been and may still 
!be the case, it is not so likely after periods 
: of recession. The point here is that jobs lost 
during recession do not appear as jobs lost 
asaresiiltol technological innovation. Indeed 
production may well have been relocated to 
different geographical regions in which 
.application ni technology is not as intense, 
.i e. the organic composition of capital is 
'dillereni. Nevertheless, as economies recover 
and those businesses which have not 
fclocatcd hegm to icinvest and expand, there 
is no guarantee that investment will occur 
at the same organic composition of capital. 
Certainly ii is possible to speculate that the 
large numheis oi workers laid off as a result 
of recession and reduced production levels 
will not he taken up again. In countries like 
Australia the anticipated growth in job 
opportunities resulting from economic 
recovery will in no small way be dependent 
ipon the extent to which real wage rate 
oppression in specific industries was 
schieved throughout the recession. A further 
actor will he merely the extraordinary rate 
if changes winch luve occurred m micro¬ 
electronics over the past decade. Further- 
nore. whilst the data shows increases in ter- 
jifiry scctor/service employment as a pro- 
^x.*flion nf total employment, it has not been 
^igrowth in well paid professional areas of 
| service industries as much as growth in jobs 
\elated to the low or unskilled end such as 
\ m food outlets, tourist related employment, 
Commercial cleaning, etc: all areas which are 
jnarked by high levels of part-time, temporary 
And contract work with a poorly unionised 
^vnd highly exploited labour force. The freeing 
,iip of labour from traditional industry docs 
tot create more jobs /per se, and certainly 
^oCs not create less alienated jobs. 

1 Why would capital automatically under- 
jakca hew expansion of employment where 
Vxpunded production can JNc facilitated by 
Expenditure on technology which requires 
&nall inputs oi labour for considerable 

f: WS-J2 


growth in output? It would teem that in 
particular this will have an impact upon 
women workers given that as the recession 
bit. non-directly-productive workers (e g, 
low skilled white-collar workers) were the 
first to be pruned and it is in these areas here 
micro-electronics has really had the most 
extraordinary impact. 

Women in Developing Economics 

All of the above is merely the preamble 
to raising the question about the extent to 
which the experience of workers, and 
particularly women workers, in so-called 
advanced industrial economies can be of 
interest or use when considering the impact 
of technology in the workplace in developing 
economies. In the same way that the early 
assumptions about the general effects of 
technological innovation upon workers 
overlooked the differential impact upon men 
and women workers in advanced countries, 
so too must we beware of assuming that the 
effects on women workers are globally 
consistent. 

Just because technological innovation tn 
a production process in advanced industrial 
countries may contribute to the deskilling 
of the workforce it is not appropriate to 
assume that all workers globally are 
necessarily deskilled because they work with 
the same technique. I f. torcxumple. a woman 
worker in Malaysia is working for the first 
time as wage labour and is working in the 
semi-conductor industry, she may well not 
be experiencing a process of deskilling but 
may even be gaming skills. Women workers 
in developing countries may find themselves 
as paid labour for the first time ever when 
they become employed by different forms 
of capital within their traditional industries 
(c g, textiles in Coimbatore): docs this then 
lead to the possibility of arguing that rather 
than expeiicncing deskilling like their 
counterparts in developed countries they are 
actually gaining autonomy and 
emancipation. 1 

It is probably not stretching the point too 
far to argue that lor a vast number of women 
wage workers in developing countries their 
experience of technology in production has 
been one of new technique. Whether these 
women work as paid or unpaid primary 
producers rn their traditional sectors or as 
industrial workers in the new industries such 
as micro-electronics, expansion of 
production has brought changes which have 
often completely transformed the nature of 
their work For many women workers in 
developing countries the experience as first 
generation wage labour does coincide with 
experiencing all productive technique as new 
technique rather than as innovations in 
existing technique, which is more often the 
case for industrial workers in developed 
countries. Because of this new role as wage 
labour in new sectors of production, for 
them their experience is not so clearly 


identified as deskilling. Indeed, it is possible 
to develop a case in which we can argue that 
these women gain skills in the process of 
becoming wage workers. Most certainly it 
is possible to argue that for many women 
the experience of receiving a money wage 
is one which actually empowers them. In 
other cases it can be argued that the process 
of deskilling, which comes as a result of new 
technique in some industries in the short 
term at least, is accompanied by both part- 
time work opportunities and creation of jobs 
for married women who lack high level 
qualifications [Rajan 1990:26]. 

The work of Isa Baud (1991) demonstrates 
that for women working in the Coimbatore 
textile industry the transition from unpaid 
family labour in the handloom sector to 
wage labour in the powcrloom and mill 
sectors of this production has been a transition 
with the possibility of greater autonomy. 
This is, however, more directly a result of 
the shift to paid labour which marks these 
two sectors than their shared technique. The 
handloom sector has relied greatly upon so- 
called unpaid female labour because the 
labour is peformed within the family unit 
and women receive no direct payments for 
their output, even in cases where younger 
male family members get some amount ol 
disposable wage. Baud's work goes on to 
show that gender segregation is most marked 
in the mill sector where regulation and trade 
union activity is more evident - trade unions 
being less responsive to women than male 
members' interests. As the null sector 
attempts to rationalise production to 
counteract costs ol labour, the increase in 
both labour and machine productivity has 
a disproportionate effect upon women 
workers - this is in part due to (he need to 
operate continuous run production and 
employers are unwilling to employ women 
because they are prohibited from working 
the night shills. Women lend to perform the 
labour-intensive tasks which are most readily 
eroded by improved technique. Thus, the 
lorm of their experience is not altogether 
different to that of their female counterparts 
in developed countries in industrial 
production. Jt seems that the effect of 
transition from formal to real subsumption 
ot labour' is consistently damaging to the 
long-term economic interests of women. 

Lim (1987) points out that for women who 
have made the transition to wage labour in 
the semi-conductor industries of countries 
like Malaysia and Singapore the experience 
has not been unequivocally negative. For the 
most part these women came to the industry 
as unskilled or low skilled labour (dexterity 
being required but recognised not as a skill 
but intrinsically female). 4 Since their 
commencement they tend to have hud little 
opportunity to develop new skills along the 
way. For some of these women (he greatest 
exposure to wider skills has been through 
change of employer which has provided 
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some more breadth. Ntvertheiett. the 
experience Ium. she argues, been one not 
entirely devoid of rewards for the women; 
the obvious improvement in economic 
viability has provided some measure of 
independence and identity within the family 
which cannot be dismissed. Lim also notes 
the growing consciousness of themselves as 
women and as workers which is. she suggests, 
potentially a positive outcome. With the 
consolidation of this industry m the region 
and with successive economic crises, there 
hus been an increasing investment in 
production based upon greater use of 
machinery in production and Lim points out 
that this has meant a decline in the proportion 
ot women workers. ‘Increases in the use of 
machines also leads to higher production 
tar jets, with iho targets no longer lied to j 
person's dexterity hut to the machines'' 
(1MK7.132), 

What o! women workers in the tertiary 
sector in developing countries? It is this 
set tor ot industry in the developed countries 
which as 1 noted above has provided much 
evidence loi the arguments that micro* 
ckv.muiis use in the organisation ot work 
has had a disproportionate effect upon 
women Gender segmentation in these 
countries is ruih that women are greatly 
over-represented in the service and linanie 
sectors, particularly in the lower occupational 
strata ol these sectors w here new technology 
has had ns most devastating impact It is the 
experience ol women in these sectors m 
particular which have provided much ol the 
data lor studies such as that by Ha ran (19K8) 
These are the women most profoundly 
attested by deskilling or job loss as a result 
of innovation | Rajan I WO 26|. Rajan predicts 
that process ol job elimination along with 
reskiilmgo! clerical jobs will have the gieatest 
impact upon women given their over- 
represeriiahnii in this section ot the industry. 
However, it is not an experience which 
transfers m the same way to women workers 
in these sesiois m developing countries 
Ahmed 1 1004 ^4) points out from Rajan that 
in developing countries such as India, 
women s share ol employment in the finance 
sector is about hall the 50 per cent to 60 per 
cent representation m the advanced countries. 
In the advanced countries women’s 
proportional representation in this sector 
(soil at the lower end of the occupational 
scale) is growing which leaves them 
increasingly exposed to the effects of 
automat ton - ihci e has been a growth in both 
deskilling and in part-time work. In Australia 
from 1973 to 1993 the finance, properly and 
business services sector represented an 
increase in proportion of all employment 
Iroin 6.9 per cent to 11.2 per cent, in the 
same period the part-time proportion of all 
employment in this sector rose from 12.8 
per cent to 22.4 per cent/ 

The lower levels ol female representation 
in this sector in developing countries is. 


nevertheless; still witness to tils* 
proportionately negative effects upon the 
women workers. The introduction of 
electronic data processing jobs in Indian 
banking for example, has for the most part 
led to rcskilling and extended opportunities 
for male workers rather than their female 
counterparts. In other words, when jobs are 
replaced or lost it is, and seems likely to 
continue to be, women who will lose out 
disproportionately [Chopra (1991) in Ahmed 
1994:34-35). 

This brief review of recent research 
indicates that there area numherof questions 
to address For the most part it seems that 
in the manufacturing sectors of production 
in developing countries women have been 
in the process of transition trom the formal 
M the real subsumption of labour. In other 
woids. even though they may not have been 
working as wage labour in the past, they 
have clearly been working within production 
which has been predominantly occurring 
within capitalist relations of commodity 
production for exchange. This is regardless 
of whether they have worked m traditional 
sectors such a^ handlnom textile: production 
m India or as rural producers m SE Asia* 
The significance ol the change is that their 
experience as wage labour coincides with 
a sluti to manulactunng production. 

Fart ol the transition to wage labour is 
some increase in economic independence 
and autonomy The degree to which this 
ik curs appears to he quite varied depending 
upon a range of cultural and cuammu factors 
such as marital status, whether the women 
have moved away from their social and 
geographical context to undertake work and 
soon. Whilst this may empower these women 
within the short term the indication is that 
they become increasingly vulnerable to job 
loss in the event increasing mechanisation 
and technical innovation. As with women 
workeis in developed countries they are 
more readily disposed ol than male co- 
workers 

It is the case ol while-collar workers m 
a developing country like India that is 
particularly interesting. These are women 
workers who usually have been wage workers 
lor all ot their working experience Unlike 
women in developed countries they do not 
dominate in terms of numbers employed in 
the lower skill levels ol sectors such as 
finance and business. Men still occupy high 
proportions ol these jobs. However, in the 
face of automation it seems that the women 
workers are the first to he affected and least 
likely to gain from any extension of skills 
which does result. Opportunities to update 
skills are. in the case of the Indian hanking 
industry at least, apparently snapped up by 
male workers. As in developed countries, it 
is suggested that there will he an extension 
of part-time work which will he the only real 
area of expansion of work for women in this 
sector. It would be interesting to explore this 


area of work more thoroughly, all the whtle; 
not ignoring the fact that the next stage ojt 
an international division of labour may well; 
be one which knows no geographic or 
national boundaries. The implications of 
developments i n information super-highways, 
will be felt by white-collar women worker*, 
in a global sense. Whilst comparati ve discus* 
sions such as the one above may in this con*, 
text appear to be redundant, the differences 
and the similarities of the experience of aN 
women workers confronting extraordinary; 
rates ol technological innovation and. 
associated changes in organisation of woit$ 
is vital to our understanding of ourselves ai 
workers within global capitalist production* 

Notes 

1 See M Pi ore and C Sabel (1984). Stuart Hall 
and Martin Jacques. Paul Hirsi and Jonathan 
Zotlin leds) (1989) and the now defunct 
journal. Marxism Today, for exposition of this 
argument 

2 See the wot k of Benjamin Conot < 1980). Fergus 
Murray (1983) and James Curry (1993). lor 
critiques of this position 

3 See Karl Marx. Capital. A Critique ol Putiin at 
khonomy, (Harmonds worth. Penguin. 
197ft 1025-38) tor explanation of (his process 
and the signifleam.c of change in productive 
technique here 

4 Although women are assumed lu come os 
unskilled, cheap and docile labour, they are 
taken up in many cases because of the' 
assumption thai they possess, as women, 
essential skills The difference between skill 1 
levels ol men and women is not u> 
sitaightlorward case ol men being trained and 
women no! being named, but (hai men ore* 
named to assume crali skills lot the direct 
purpose ol reproduction ol labour power: 
whcicjs the training ol women to embody., 
domesiic/pnvaic rcpriHluciitmofspcc’ific forms, j 
of productive capacity, i e. dexterity, fme^ 
motor skills, etc. is misrcad/reprcsenied us ! 
csscntial/intnnMb capacity rather than as skill, ! 
This is because we have cOme to think of skill'; 
only in terms of us being a component of the? 
commodity labour power How can something* 
such as dexterity, not previously reproduced; 
as pan ot a commodity, but as a attribute 
necessary for domestic reproduction in non- 
capitalist production be classified as skill? If: 
is this fallacy ol tins capacuy/skill distinction 
which allows capital to purchase such labour 
power at a price which docs not take cost ot 
reproduction of the skill ol dexterity into* 
account 

5 In Australia in the 2()years. 1973 ot there was* 

a real growth in part-time work, 61 5 per cent, 
of job growth was part-(line The maturity of 
this work is performed by women (75.3 per, 
cent all part time workers 199 3 were women) 
(ABS. Australian Souul hinds 1994). This 
increase is often sold to workers as fulfilling; 
the needs of female workers woo do not desire" 
lull-time employment but does nut; 
acknowledge that it has the only real area of) 
job growth ■ 

6 Vivian Lun (19871 suggests that m SE Asia? 
this process in very similar to that experienced^ 
by European women in the 19th century and 
is really the marking of the creation of it,' 
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working class. It scents that her argument us 
rwully fne that suggests the development of 
class idiiseiousnesh in an existing section of 
a woiking class. 
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Towards a New Perspective on Women’s Bodies 

Learning and Unlearning Together 

Swatija Manoranta 
Chayanika Shah 

Documented here is a collective reflet five process which he win by critiquing existing knowlege systems about women \v 
bodies and their health and reproduction to arrive at an outline of a new knowledge system , a new perspective within 
which to look at issues of deep concern to women's health, well'being and social identity, a paradigm which emphasises 
harmom rather than control and domination. 


THE women's health movement is notorious 
tor its simne and uncompromising position* 
against ha/aulous contraceptives and oti c 
reproductive technologies. As active 
campaigners wuhm the movement we have 
found that any questioning of the research 
in these aieas ol medicine and science is 
iinninthly countered with a statement that 
those putting foi ward the demand are anti- 
scicnce . anti-progress’ Being critical ot 
science .is it is practised and even more 
strongly criiu.nl of the claims that those 
within sciem e make, we ha\ e been answering 
this charge horn time to time. In the belief 
that we are working lor progress, we have 
continued to articulate and develop our 
diHerein under si.indingot ‘what isprogicss’ 

Over the year s. we see ourselves becoming 
much clcatci m our answers. The 
delensneness is reducing, the reaction to* 
attitude is changing to a positive ‘action lor’ 
stance Nils is reflected in the issues we lake 
up. in the way in which our demands a- 
collectives .ue being piesscd lor and hi the 
aicasol Mud\ andicseaichthat wcpcisonally 
are exploring In the process what seem to 
be emerging atecuncicie .unions shaping the 
outline ol a new knowledge system, a new 
perspective within which to look at the same 
issues. The answers are obviously not all 
there but we do have the seeds ol a new 
vision. 

In this paper we would like to explore and 
understand this journey through a reflective 
process of looking at the evolution of our 
own thoughts. As individuals we have been 
involved with lesearch on issues related to 
science and technology while also being 
active pari ici pants in the women's movement. 
The interesting area lor these two interests 
has been women’s health and so in this 
(racing ol our individual journeys we would 
also share our perceptions of the paths that 
the women's health movement has travelled 
and grown. This journey hence is personal 
and individual while also reflecting the 
collective journey. 

Being trained in formal science and aware 
of the social movements, people's science 
movement had been a natural starting point 
for us. While working within it wc realised 


the need to evolve an understanding of our 
nwn An understanding ol science and its 
; u ticc w hich could go beyond propagation 
of rational thought. We had begun question¬ 
ing loohjcctmty and the value Ireecharacter 
ot science but could not quite come to grips 
with wlut is it that wc wanted as dillcrcni. 
The question that kepi coming to mind was 
“How would scien-v and scientific theories 
be dilleicnt il looked at and approached 
from a different pers-pccti\er Were we 
talking ol redefining laws ol nature? 

We believed that science had to bo a 
cultural expression. What we saw, however, 
was that m modem times culture was being 
mote and more determined and influenced 
by what was being piaclised as science - 
which was a body ol knowledge evolved in 
apailicular social u>mcxl and with u specific 
ideological stance Our work at this juncture 
on a shoit-ieim project on the ‘History ol 
hcicikc and technology m India' gave us a 
gUMtei clarity about Hie cwilvmg nature ol 
science, the miei play ol political and cultural 
lories that helps shajie the understanding ot 
piogicss and science in any society and also 
helped us understand the historical continuity 
ol this entity that has emerged as science 

While working on this project thcchallenge 
was ol writing of so-called scientific and 
technical issues m day-io-dj, language It 
was also important to retain die connections 
between the present and the past, the reality 
and the abstiactions. Wc were writing not 
necessarily tor those who had a background 
in science And the meaning I ulncss ol the 
el'lort could only he m being able to write 
without creating pressure ol the subject matter 
on the reader who would have a mental 
block against such issues to begin with. 

The confidence to he able to do this had 
unknowingly conic I mm our involvement 
with the women's movement and with the 
women's health movement in particular The 
strong i*ohel that everyone could undei stand 
and contribute to every process ol learning 
and knowledge generation was the basic 
belief with which wc functioned. 

Having emphasised the inclusion of the 
personal in the political, in the women’s 
health movement, the insistence was on 


letting women know what was being done; 
to their bodies. Right from the time when 
the Net-en trials were challenged in Andhra 
Pradesh, the belief was and still remains that, 
if you w ish to explain, everyone can under* 
stand and if you wish to include, everyone 
can contribute. 

In fact, since then, more efforts have been 
spent at every stage towards trying to 
communicate. Also the communication ha$ 
been two-way. While on the one hand the 
so-called ‘hi-tech’ issues have been articula¬ 
ted in ways such that unexposed persons 
can follow the essence ol it, simultaneously 
there has been an effort at bringing people's 
experiences, opinions and understanding hi 
bear on those who were apparently doing 
pure’ reseatch. 

The Indian women and health movemen 
had been very strongly influenced by (hi! 
efforts like those ol the Boston Women 
Health Book Collective whose monument;! 
()ui bodies, Oursehvs had lonncd the basis 
loi the belief that we could and should a! 
know about what was happening to oui 
bodies The people's science movement ^ 
India had also laid stress on giving scieiUiftt 
lnloimalion on all these i>sues to people a 
large. Then emphasis, however, was Ol 
spreading the rationality and objectivity u 
natural sciences. We wanted not only to givi 
information but we wcie also imeicstcd I] 
looking at what was passed on as inlorinatid 
and in generating our own base whie 
included our subjective experiences of tfv 
technology - something that had beg 
repeatedly excluded trom the mamsueam'! 

And yet as womeint w asdilliailiioas.se 
and emphasise the know ledge ol women, 
was difficult to say that we as women knei 
what the medical profession and society 
large believed we did not know Our cony 
dcncc in listening to our bodies and to ot 
lives had been eroded. We did succeed i 
regaining our confidence in it a confident 
(hat was retrieved due to the stmng overt 
presence ol the women’s movement whit 
had made women matter and count in evcj 
sphere ; 

We earned on our dual task. One was 
unlearn the dominant paradigm that all w 
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us had culturally grown in, and second, also 
to learn more about the so-called scientific 
und technical issues because without that 
understanding it was di fficult to counterpose 
them with something different and develop 
alternatives. To he very honest, as urban 
Women and as women trained in science, it 
has been the first task that has been the more 
trying and difficult. The latter has needed 
much more hard work, but the former needed 
on overall shift in the way we looked at 
health, medicine and related technology. 

This effort was aided by the assertive 
action of the rural women from Ajmer who 
brought out Sharir ki Jankari. They had not 
only rejected the alienating and reductionist 
pictures of women's bodies as depicted in 
biology text hooks which had been our source 
of information, they had come up with 
alternative visual representations. These 
depictions used familiar symbols and images 
and also showed women's bodies in the 
context in which they existed. 

Right from the time in 1986 during the 
Net en trials in Hyderabad, women's groups 
had insisted and emphasised that women 
could understand what concerned their bodies 
and had the right to know about it. The effort 
by Stri Shakti Sungathana had been to give 
the available information to the women who 
had been gathered together for the trials. 
Women were not to be taken for granted and 
used for research purposes without their 
knowledge. Women in the camp near 
Hyderabad had responded to the effort of 
giving them information about the 
; contraceptive by rejecting its use The Ajmer 
women went many steps ahead with their 
.book. They accepted the information but 
'■ recast it in their own language and that was 
important. 

| The other issue that had been stressed time 
and again during our involvement in the 
campaign against sex-determination, had 
been that of use of technology itself The 
realisation had come while in the campaign 
that the issue wrt\ not of a judicious use of 
technology, it was the fact that technology 
cannot find answers to social problems. The 
campaign had begun by stating that sex- 

E termination was a misuse of technology, 
chad spent a lot of time trying to understand 
: technological jspects of the tests but the 
'ocal point o! the campaign had been 
liscrimination at home The slogan around 
|Jwhkh the actions revolved was Ladki na 
JJ kutke si * kuin 

It was along the way that we realised (hat 
^though we asked for regulation of the lest 
*the main point was that there could be no 
KCtmologieal solutions lor deep-rooted social 
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phenomena. In the same way society did not 
thange with a lew legislative changes. So, 
ike technioc). legal reform too cannot be 
} t solution to the social problem. These were 
looks to bemused in the process and it was 


important to know about their present 
potential as well as to be able to redefine 
them on our terms. 

The legislation against sex-determination 
has not been implemented in its true sense, 
because such demands alone do not bring 
about a change in societal attitudes. It is 
necessary that people themselves reject the 
technology. This cannot, however, be an 
overnight process and so it was important 
to equip people in ways that would help 
them take such steps. Wc had faith that 
although the process of change might not 
be showing immediate results and be 
intangible, it did happen continuously. We 
had faith in human beings' ability tochange. 
Our strong feeling at this time was, however, 
that wc wanted to invest our energies into 
equipping people to be able to make a choice. 
We felt it important that those of us who 
have been kept deprived of the knowledge 
to have access to it 

Meanwhile we. as individuals and as part 
of the urban campaign group, had been 
reading a lot. There was more and more 
being written, especially by the women from 
the north, about the so-called new’ 
reproductive technologies. They emphasised 
the way in which human bodies, especially 
those of women, were being looked at in the 
modern science and technology. Our 
reactions to the technology were mixed. At 
one level we felt that there was no end to 
study it wc concentrated on the technical 
aspects. The pace at which developments are 
taking place and ‘progress' is being made, 
it is difficult for us to keep up. Also, we 
strongly felt that it was important to change 
the parameters of the debate. The opposition 
had to be on socio-political grounds, and not 
only on the basis of the merits or demerits 
of the technology or of its potential for abuse. 

In October 1989 we had a meeting of 
women health activists in Jaipur. We tried 
to say that what we needed as women’s 
groups was to build an overall understanding 
of the technology, and base our campaigns 
on that understanding. Others who had not 
had ihg opportunity and access of the 
information obviously did not feel confident. 
We. as urban womcp wuh access to scientific 
information as well as to its critiques, took 
on the responsibility to provide the basic 
information in a language and style that 
could be understood and appreciated by 
most women. The group took on this 
responsibility and we as individuals actually 
got down to preparing such information. 

Our first realisation was that we did not 
quite agree with this divide between old and 
new in the reproductive technologies. Not 
only was the approach and the attitude the 
same, we also felt that in the Indian context 
all aspects of reproduc'd vc technologies were 
important. The campaigns against injectable 
contraceptives and implants had been 


continuing in fits and starts since the mid- 
1980s. So we decided to work on all aspects 
of technology that control fertility whether 
they were pro-fertility or anti-fertility. 

First we wanted to carry out a compilation 
of thoughts on the various reproductive 
technologies. We started woikmg on it and 
felt that to be able to put the information 
about the technology in the Indian context, 
a compilation was not enough. We felt that 
it was important to put our ideas in our own 
words and within that wc felt it was important 
to start the whole discussion from an 
understanding of the menstrual cycle. After 
all it was the knowledge about the menstrual 
cycle that was being used by the technology 
providers. It was also the experience ot 
menstruation, the many notions of purity 
and pollution associated with it and the 
socio-cultural practices in all communities 
that made the experience of menstruation so 
difficult and trying for most women 
We also were intrigued with the realisation 
that the physiological bassis of the cycle and 
its various steps and such related phenomena 
had been understood only us late as the 
1950s. The knowledge acquired since then 
has been used lor extensive modifications 
in the nature ot intervention, the basic 
understanding which has been acquired just 
a few years before the invention of semi¬ 
conductors. 

It would be interesting to see the changes 
that both these discoveries have brought 
about. We feel this is an area that we ought 
to look at in greater detail in the future. It 
would be cducati vejust to be able to compare 
the impact of both these major technological 
breakthroughs on human existence. The way 
the electronics industry has grown and the 
corresponding technology has moved has 
changed and affected almost all aspects of 
our existence and life today. On the other 
hand is this phenomenon which is related 
to our entire biology; which hus been 
narrowed down to its hare minimum. 
Technology related to n has remained 
restricted to little realisation of its complexity, 
trying out various combinations within this 
restricted cycle. And this too has been done 
ignoring the tact that this harmonal cycle is 
a delicate balance on which the overall health 
of the individual largely depends. 

Besides this fact that menstruation was the 
most visible and tangible experience of the 
biological and social process of reproduction, 
a study of the assistance in fertility and 
control over fertility technologies revealed 
that the specificity of the menstrual cycle 
was what was being used by scientists and 
technologists to achieve biological control 
over women's bodies in either case. In a 
sense both these kinds of technologies were 
two sides of the same coin. 

After we realised that the very complexity 
of the menstrual cycle was being used to 
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control our bodies, we incorporated an 
insistence on knowledge of its detailed 
working in our approach. We were very sure 
that the understanding of the menstrual 
cycle was a must tor every woman and that 
anyone could understand it and wc were not 
wrong in this respect. Most women to whom 
we spoke could understand what we were 
talking about. But in our over enthusiasm 
we had stretched it too far. We wanted to 
make people understand and we did manage 
to do it hut realised at the same time that 
we were putting immense pressure on women 
to undertake such an exercise. Soon through 
interaction with other women wc realised 
that although all women needed to know, 
it was not important to remember the wh-' 
process in great detail. Wc were rathi. 
insistent in achieving this understanding also 
because that gave us the hope that as a result 
wc would be able to build a campaign which 
would not just be a response and a reaction 
to a particular contraceptive but would have 
an overall perspective. 

While trying to communicate this to 
women Irom all strata of society wc realised 
that what mattered to women was not just 
tin* concent rat ions and the chemical balances 
ol the hormones hut the way it manifested 
in their bod:ly experience. We heard from 
women their experiences and found infor¬ 
mation that had not appeared in the textbooks. 
Talking m terms ni these experiences the 
wealth ot information that we became richer 
and mure understandable even to us. 

At around ihis nine also began the trials 
ot Norplant When the trials of the injectable 
Net-en had been carried out a few women's 
groups had filed a petition in the Supreme 
Court seeking to stop the trials and also for 
an assurance that these contraceptives would 
not be available in the family planning 
programmes. At the time that the Norplant 
trials were about to begin, an effort was 
made to expand the scope of the petition to 
include other long acting methods that were 
provider controlled. Another issue that was 
also raised was that of compensation to the 
women who had undergone the trials. 

The issues for the campaign once again 
focused on informed consent procedures. 
Once again wc had discovered that no women 
recruited for the trial were being given any 
information about the method. Earlier 
Norplant trial victims were contacted and 
their testimonies shared with prospective 
users of Norplant. The emphasis was more 
and more on giving a voice to women's 
experience than to what had been reported 
in scientific studies. What we realised in the 
process was the hiding of information, 
fudging of information and negation of 
experience that was occurring. 

We started questioning the trials and the 
methodology of the research perse. We had 
also explicitly begun questioning the politics 


of carrying out research in methods that 
women had no control over and which 
tampered with the overall balance of the 
body. We had understood the hormonal cycle 
to be a delicate well-balanced cycle already 
under severe stress for most women who 
suffered from malnutrition and an overall 
low health status. The idea of disrupting it 
for a continuous period of five years made 
no sense to us and the callousness with 
which this was being done by the researchers 
and the policy-makers appalled us. 

Women who had used Norplant not 
knowing what could be the possible after¬ 
effects or ill-effects were narrating 
experiences of long-term pain and disruption 
of their healthy bodies. It was becoming less 
and less obvious to us why scientists found 
this cyclical character of the woman's body 
easy to tamper with. Their reductionism was 
obvious in the fact that their designs only 
looked for what they expected to get and also 
negated everything else terming it negligible 
and minor. The need to gain control over 
women's fertility was the primary concern. 
And so also was the whole issue of population 
control through manipulation of women’s 
fertility. 

The distinction between women's need 
for birth control and these methods that were 
being developed tor population control was 
becoming clearer. The debates and the 
discussions initiated for the UN Conference 
on Population allowed this perspective to be 
clearly voiced. The nexus of the global 
politics, the international multilateral bodies, 
the population control agencies and the 
pharmaceutical industries made the politics 
of contraceptive technology very obvious 
and clear. 

The realisation that there was bound to be 
a limitation to the manipulation of the 
hormonal cycle and tn order to fool more 
women to use the population control methods 
the 'frontier' area for research in contra¬ 
ceptives became 'anti-fertility vaccines’. 
Based on the immune system these 
contraceptives are expected to work through 
the creation of antibodies against some 
specific hormone responsible for some 
aspects ot the process ot reproduction. 
Deactivation ot the hormone was expected 
to occur because of the antibodies and hence 
conception would be prevented. 

Theresponseol women’s health movement 
to the development ot such contraceptives 
was a demand calling for a halt to all research 
on the anti-fertility vaccines all over the 
world. The demand wls raised through a 
global campaign and is unique in various 
ways. Given the experience of the contra¬ 
ceptives so far developed and the kind of 
research in the vaccine' that had been going 
on lor the last 20 years, there was no hesitation 
in raising the demand. The major ground 
was that we did not see any reason to carry 


out research on such contraceptive mcii 

This demand has raised a lot of hue 
cry. We are being termed eccentrics 
anti-progress and anti-science. We ourselv 
however, find today a lot of clarity on t 
issue and when stating that we think t 
such contraceptive methods are not needed 
we are also say ing it from the standpoint the 
we are achieving a clarity as to the kind 
methods that, wc want. Listening to oik 
bodies, listening to our own experiences ant 
considering women to be rational hum# 
beings has given us the clarity also b 
amculate what we do mean by comracepri 

We are not against research but wi 
definitely do not approve of research fp 
research's sake. We do believe that researci 
and development of new technology doe 
not occur in a void, it is linked with (N 
overall socio-political situation. Thi 
progression of this demand has led to j 
statement of what we want. Wc began b 
asking for a radical reorientation o 
contraceptive research. The next step in tN 
campaign has. however, been actually statm 
and identifying what we mean b 
reorientation of research 

Before we state this cmergin 
understanding we would like to share paml 
process that has been going on within th< 
health movement along with the* 
confrontationist cantpaigns against harmfii 
contraceptives. This has been the process** 
looking tor alternatives - ot alternative way 
ot dealing with women's relationship wit 
their bodies. It is the parallel occurrence 
both these processes that has led to a nev 
understanding today, to a different visioi 
and articulation altogether. The critic;) 
analysis of what is projected as knowledgi 
and the simultaneous budding up of tta 
alternative hits sown the seeds of an alter 
nalc knowledge base. 

The alternative approaches arc scatter# 
all over the country and include: 

The fertility awareness programme; 
wherein is being learnt a way of establish!!*] 
a friendship with the body, w ith the chungei 
that it undergoes. Women are learning am 
leaching ways of recognising their tertiU 
days through close observation of the* 
bodies, an exercise which all of us haw 
found very empowering. Women who havi 
been part of such programmes have neve 
failed to express the joy of knowing, 
learning that this cycle which was causing 
all the embarrassment and harassment c# 
also be something which could be a sourq 
of strength and empowerment. 

El forts like Shodhim that have gone p 
over a long time and spread over differed 
stales m the country, which have tried U 
obtain direct credence for women'sexistin; 
knowledge Efforts which have sought ti 
give back their worth to the knowledge U 
medicine that women have been practising 








for centuries Helping to strengthen this 
knowledge base as well as empowering those 
women who practise it with certain skills 
and a pine ess ot confidence building has 
resulted in a wealth ot knowledge and 
knowledge ucaiois 

Sell-help, a process ol empowerment has 
been tried out with women who come Irom 
the most inaigmaliscd sections ot society 
Learning through their bodies and mutual 
expet tenccs they have been able to act as 
competent health workers, confident to 
question it necessary the authonty ol 
modem medicine while also providing to 
others around them the much needed care 
and attention Through these have also 
emerged new spaces tor women as health 
resource centres where they are treated not 
just as bodies but taking into account the 
complex realit> ol their lives A recent 
expci iment is that ol Pat idhi, which is trying 
to popularise and create a demand tor the 
age-old h.irnei method for women which is 
the cliaphiagm I caching and learning about 
the hod\ tr\ mg out the diaphragm in \ anous 
situations and actually seeing its feasibility 
is ihe piocoss that is envisaged 

hverv alternative has emphasised learning 
Irom and u\u lung each other I ich one has 
expected and helped achieve a new 
relationship with oik s own body It has 
aeknowledeed the knowledges of women 
and also si 11 net Ik nod ill hi ough interventions 
Imm other knowledge systems The 
alternative appmaches have tried to reach 
out to w omen s needs w ithout negating then 
Conti ibutions 

With this positiw lived experience that 
brought to rc ility .ill ill il we stood tor we 
could now iik nut v and say what we wanted 
as iesc itch in contiacephon The most 
import mi thinj was that we wanted 
contract piivis bec him. they were women s 
need ami not because there were other aims 
like controlling llu. ir lertilily and population 
coiuiol hirthu wt believe that men and 
women aie both participants m the process 
pi reproduction Hence the) have to have 
equal responsibility lor everything related 
in il The pkkcns ot contraception had to 
be such lhat it helped this piocess rathei th m 
pin down all the responsibility with women 
The method ol contraception has to he in 
the hands ot the user especially the woman 
because she ha* to Im illy bear the child A 
woman is tcmle lor a maximum ot live days 
in bet mensmiil cycle She needs to he 
gat etui and use contraceptives tor those kw 
days. We believe that modern medicine ami 
traditional live know ledge can together at n v i 
at methods tint would help every woman 
identify these fertile days for herself Ihe 
biologic.il know ledge that has been evolved 
so Kti about ilk tule has to b. used to 
undcrsl iiicl and live in synchrony with the 
menstrual i\Je It cannot and should not 


be used to achieve control over the cycle 

Conception takes place only when the egg 
in the woman's body combines or mates 
with the sperm ejaculated Irom the man's 
body II this mating could be stopped there 
would he no conception and so (hat should 
he the purpose ot a contraceptive method 
- seeing to it that the mating does not take 
place, that a barriei is placed Preventing the 
egg or the sperm from being formed by 
changing the chemical balances within the 
body through svstemic interventions ol any 
kind cannot ever constitute sate 
contraception 

We have to remember that contraception 
is practised h> healths individuals and the 
piocess that they adopt has to be something 
that enhances the healthiness ol both the 
body and the mind and the relationship as 
well II cannot ever he methods that intcivene 
and ruin the health ot the individuals or the 
relationship 

Obviously stub methods would requite 
active p.irtrt ipatton on the part ol the woman 
and (Ik man Finding ways to assist this 
pioce-ss would also he pail ot the research 
iclatedtocoiuiaception Building (positive 
relationship with one s own body and 
sexuality has to he at the core of the el fort 
to achieve contiacephon 

From the initial position ol asking loi fan 
trials where the stress was mainly on giving 
complete information to the woman before 
using her hotly lor the Inals we have today 
come to the position where we are asking 
toi a iconciitation ot contraceptive research 
as such horn saying that we want a sale 
aiui cl tic ion! method today we are ahle to 
aiticulatc mine concretely the kind ot 
methods that wc want icscarched and the 
way in which this it scutch should be earned 
out Wc aic in a way rede lining the concept 
ot a contraceptive method lor we aie not 
icullvtulkmgol methods jlone we are talking 


of a process and that is what contraception 
has to be all about 

And this we leel is the beginning ot a new 
way ot looking which is going to pdvc the 
way tor the emergence ot a new knowledge 
No doubt this is just the beginning and there 
is a lot to learn and unlearn ben we do teel 
that what is important is that it is possible 
Already attempts arc being made to really 
start looking at women's overall health form 
a new peispcuive Women’s role as a 
reproducct all cels every aspect of her hie 
and health and yet there is much more to 
being a woman that just being a reproduces 

1 here has to emerge a holistic perspective 
which would try to grjpplc with the macm- 
leulity without negating the effects ol the 
micro-reality This has been at the crux ol 
women’s struggle - trying to link the 
individual's micio-rcuhly with the widei 
reality ot society without ignoring, negating 
or demeaning either ot them Making links 
ac ross the globe through slogans ol the kind 
si sterht kkJ i s g lobaI' and 1 1 nk ing t he per si mat 
to the political have been our starting points 
From there we have moved ahead to include 
the specificities ot each woman s reality ot 
her situation in society at large 

While trying to rcdcline and cxploic wc 
have to be very cautious Concepts ol equality 
are difficult to live by In order that wc. do 
not tall into the trap ol creating yct rnoie 
unequal structures ol knowledge we have to 
be very alert to unlearn open out and n 
examine the values we have imbibed tor 
a u uly democratic pioccss to take place there 
arc many precautions that we need to take 
and the least ot them is to he open to vai ious 
kindsof wisdoms and knowledgescspcc tally 
those c onung Irom varied and di I lei cut lived 
experiences 

(Paper presented at lhe Mvuiihi.niilt.fMiu u! (Ik 
I ndi in Association of Woim n s Studies in J upur 
on December 27 VO IW | 
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Women, Communication and Science 

Identity Question 

Shefali Moitra 

A 

An androcentric world-view sees science as a means to * dominate ' nature. A feminist perspective would see science ) 
as *conversing * with nature . The probative force nec essitating a change from 'domination ’ ‘ conversation ' lies j 

principally in the realisation of ecological threats. In order that a transformation takes place from the unilateral j 
linear mode of communicating to a bilateral symmetric mode of communicating with nature women also must imbibe i 
new identities which allow for dialogue. \ 


THE ideal model for communication given 
by the Oxbridge philosophers is one where 
there is a speaker, a content to be com¬ 
municated and a receiver of the message. A 
degenerate case of communication is one 
where there is a speaker and acommumcation 
content and no receiver as is the case of 
soliloquy or instances of unheeded protests. 
Continuous nriuttering to oneself out of 
rage or frustration is a common form of 
female-soliloquy. Another familiar domestic 
scene is one where the woman addresses her 
speech-to her husband, mother-in-law or 
child but no one seems to be listening. Such 
communication stereotypes may be 
considered to be degenerate in contrast to 
abortive communication for the following 
reason: An abortive communication is a 
communication which ends prematurely due 
to a fault in the communication process. A 
degenerate communication is one that has 
lost ns qualities that arc normal, desirable * 
and proper. Whether communication is an 
essential fcaluc ol language or not has been 
debated. I think it is an essential feature of 
language. Even when a woman fails to 
communicate with her targeted audience, as 
in instances of degenerate communication, 
she is still transmuting a message, the 
message ts a negative one, the hearer 
interprets it as a command to switch off 
communication. 

The model of communication referred to 
above, where the message passes from the 
transmitter to the receiver is a linear model 
ol communication - in this communication 
situation the receiver is placed in the 
comparatively passive position of a decoder. 

If communication ends here then all that 
takes place is information dissemination 
without any feedback loop passing from 
hearer to speaker. The hearer is only spoken 
to as in a sermon. A sociological study will 
easily show that in every society there are 
some groups of people who are the perpetual 
speakers, in the sense that, they choose the 
information that is to be disseminated, they 
also choose the time and place of 
transmission. The ‘other’ group in society 
arc the receivers and users of this information 
- they are the consumers of information. 


This activc/passive dichotomy between 
generators of information and consumers of 
information is often masked due to a process 
of internalisation. The receiver internalises 
the information received in a way that gives 
the receiver the impression that he or she 
is the author of the message, that the received 
message is identical with the message which 
he or she would like to convey, as it it were 
a case of telepathy. Men have always been 
the most pervasive and powerful group of 
speakers in history. On the receiving end 
of sermons, messages, information, 
dysinlonnation,imperativcs,allurernentsand 
every other type of communication-content 
have been both men and women. The divide 
has been maintained by power. Powerful 
men, powerless men, and powerless women. 

This linear model of communication has 
led to a kind of passivity which endorses a 
status quo. The status quo is further legiti¬ 
mised by the logic that difference justifies 
discrimination and essential difference 
justifies essential discrimination. This, 
therefore, explains why some individuals 
are essentially knowersand some individuals 
arc essentially receivers of knowledge. 
Interpreting scriptural texts in favour of such 
arguments Sankarncharya could recently 
make pronouncements like ‘women are 
debarred from reciting the Vedas’. In 
response we read a letter to ;hc editor of a 
leading Engligh daily stating that women 
should not be discriminated against, they 
have every right to read and recite the Vedas 
except on those days of the month when they 
are physically impure. So. overt and covert 
discrimination continues. This is done 
without a single prick of conscience. The 
religious leader docs not perceive himself 
as a moraliser or a dictator. He is simply 
implementing the sciptural text which reads 
Prakrtimyanti bhutani (Beings follow their 
nature) nigruham kirn kc&isxati (what can 
repression accomplish'.' 

Situating the foots of discrimination is 
one’s nature is an age old game played in 
varirous forms by all cultures. Here we 
find the interplay of two presuppositions: 
(a) some natures are different from others: 
(h)differenccofnaturcjustifiesdiscrimina- 


lion. All oppressed men and women wouUlj 
like to challenge the second presupposition] 
and many would like to question both.Theyj 
would all demand the right to speak and ioj 
be heard. No one would willingly opt for 
degenerate communication, each would tike] 
to send back a definite feedback and alsd 
initiate adiscussion, not merely a purification 
of language but a change in attitude as well 
as a change in the status of the communication 
partners is needed. For this adefmitechange 
in communication must be brought in. Tc 
begin with we want the unilateral lineal 
model of communication to be replaced b) 
the bilateral symmetric model of conv 
mumcalion. In the symmetric model 
speaker transmits the message (he beare 
decodes the message and sends baci 
responses/feedbacks to the speaker (feed 
backs which arc powerful enough to affec 
the speaker). This would be acummunicatioi 
designed more on the model of telephone 
communications than on the projection mode 
of communication technology whereby on« 
is invaded with all sorts of messages, as tl 
the case of radios, television sets aiM 
classroom teaching aids. When answers a* 
elicited from the audience in an unilateral 
linear model ol communication, the answer 
can be ignorerd, distorted or clipped. The* 
are all ways of disempowenng the audienc 
and maintaining the status quo A symmetrr 
model, on the other hand, requires that bot 
be treated at par. 

Since, in the present society one groupi 
already powerful, the unilateral linear modd 
of communication has by and large bcc 
adopted, barring a few cases of tf] 
consequential forms of communication. Th 
unilateral linear model which has bee 
politicised, institutionalised, is bot 
pervasive and invasive. The idea is that thei 
is a body of Truth (with a capital T’) whic 
is there to be discovered and disseminate 
without any preference or bias. NatUfi 
science is seen as the paradigm embodimei 
of such Truth. Natural science is thought! 
be rational in its approach (as opposed 1 
being idiosyncratic) and empirical in i 
investigations, it is both neutral and objo 
live. So any group which feels marginalise 
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f in the domain of knowledge needs merely 
to gain more and more access to science and 
technology. That is the only way an indi vidual 
; could gain power and gain the right to 
participate on equal terms in a com¬ 
munication set-up. In other words, to be 
empowered one will have to play the power 
game which is dominated by science and 
technology. Three reasons are given for the 
acceptance of science and technology as the 
means to empowerment. Firstly, because 
science has privileged access to the truths 
dfnaturc. Secondly, because science provides 
standards for acceptability - a description 
or theory is not acceptable unless it is 
scientific. Thirdly, because there is no 
alternative and we cannot get out of it just 
as we cannot jump out of our skins. So the 
only way to make oneself heard is to speak 
in the language of science. This way looking 
at the science scenario betrays a positivistic 
legacy which is grounded on a form of 
rcductionism. 

Francis Bacon’s dictum was ‘knowledge 
is power'. To he powerful one should be in 
the know ot things and one must use the 
vocabulary of those whoknow. By following 
this lino of argument it is easy to understand 
why women and other oppressed classes 
would be eager to replace the unilateral 
linear model of communication by the 
bilateral sy mmetnc model of communication. 
With this shift those who were previously 
‘spoken to' could in turn ‘speak to 1 . In 
favourof this argument (power is knowledge) 
one could cite the case of Japan. Japan was 
once upon a time considered to be a nation 
of coloured people but with the mastery of 
superior science and technology, it is no 
longer discri mi nated against on the basis of 
colour. How could this be possible? Is there 
no fact of the matter? * 

If there is no fact of the matter then how 
h is that some theories yield better results 
than others? Some argue that scientific 
research which is only remotely related to 
: technological research is more vulnerable to 
subjecti vity and ideological control; whereas 
scientific investigations which have 
immediate technological spin-offs are free 
from subjective biases. This precisely is the 
positivistic claim; they claim that an increase 
in objectivity requires an exclusion or 
.elimination of social values. Sandra Harding 
forcefully reacts to this positivistic thesis. 
Harding says, and I think she is right, “...the 
feminist standpoint, dearly asserts that 
objectivity never has been and could not be 
increased by the exclusion or elimination of 
Irocift] values from enquiry - at least in the 
Cultures in which science has existed and in 
Which it wi 11 exist in the foreseeable future". 2 
| By asking for the acknowledgment of 
^social values and perspecti ves into hardcore 
jAgtural sciences we are not asking for the 
Inclusion of something that is not already 


there.The values that arc already present in 
scientific research have a strong androcentric 
bias. The existence of such biased values are 
apparent at many levels of scientific research. 
These values are incorporated at the level 
of problem selection, c g, should research 
is to be carried out in the area of birth control, 
if so, (hen should the target group be men 
or women? Social values also influence the 
interpretation of evidence. Certain theoretical 
interpretations of evidence are selected and 
certain other theoretical interpretations of 
evidence are rejected. Take for example the 
two concepts of genetic mechanism that 
have existed side by side for so long, the 
Master Molecule concept and the Steady 
State Concept. Keller feels that ideologies 
have been responsible for such selections, 
more specifically, masculine ideologies have 
been responsible for such selections.' What 
wc arc arguing Ions not ideology-neutrality 
of science, because wc think that is not 
possible, nor ace we asking for a replacement 
of male-ideology by female-ideology. It is 
not that we want to see famalc deputies in 
place of male deputies. Empiricism is 
incomplete without the inclusion of the 
feminist experience, wc want to make it 
possible for people to see the world in an 
enlarged perspective which is not a mere 
conjunction of the feminine and the 
masculine perspective. 4 By accepting the 
presence of ideology-sensitive science we 
do not give up all acceptance of reality 
constraints. Wc will uphold the claim that 
there arc times when evidence can say ‘No" 
to a theory. 

At this point one may argue that wc are 
aiming at the broadening of the horizon of 
science and technology at the wrong level. 
It is not empiricism, objectivism or 
investigation that needs to be revised, the 
malady lies at another level, it lies at the level 
of science policy formation. All significant 
resea £ in science and technology is highly 
institutionalised and fully guided by the 
science policy of the funding agency. The 
funding agencies have their own priorities 
and motivations, which are well buttressed 
by moral arguments. It is made to appear 
that the moral universe projected by the 
funding agent is the natural universe and 
science and technology are neutral. 

I would like to argue that the androcentric 
biasis present both in the domain of scientific 
research and the scientific researcher is 
biased; and in the domain of science policy 
planning and scientific policy-makers are 
biased. Now the question is how does one 
bring in a feminist perspective into science 
policy? At the outset let us be very clear 
about one point; there is no such thing as 
the feminist perspective. There are many 
feministpcrspectives.ThedifYerences among 
these perspectives arc not mere ‘benign 
divergences* as Kristie McClure points out 


they mark political differences which are 
often conflicting.’Traditional Marxists locate 
the oppression in woman*s "exclusion from 
public production". Radical feminists locate 
woman's oppression primarily in woman’s 
"sexual and procreative capacities". Socialist 
feminism holds that "gender oppression 
cannot be accounted for without reference 
to class oppression". This divergence is also 
acknowledged by anthropologists; they 
observe thatdi fferent societies have different 
constructs for womanhood. In India for 
example the tribal constructs for womanhood 
are very different from the urban constructs 
for womanhood. 

While identifying scientific and 
technological concerns, the national and 
international development community 
systematically ignores the actual context, 
the political economy of the target group as 
well as their social history. Women and 
other minority groups are seen as ‘end users* 
of technology and not as active partners in 
planning and development. Local groups do 
not have an opportunity to focus on their 
perceived needs. Technological 
development, even in the third world, 
generally follows the western model of capital 
intensive, consumer-oriented technology, 
which is most unsuitable for poor countries. 
Therefore empowerment through technology 
should not be equated with access to western 
technology. At present western technology 
is synonymous with advanced technology. 
This is a hard reality but an unfortunate one 
too. Elimination of inequalities through 
integration into western technology will be 
tantamount to regimentation -an oppressive 
organisation of divergent groups according 
toauniform system. Until and unless women 
participate in science technology planning 
and policy, as long as ihey remain end 
users' alone there will be no humanisation- 
of-tcchnology. The humanisation-of- 
technology ‘must be restricted to serve new 
values, including human growth (rather 
than economic profit), conservation, 
decentralisation, self-reliance, self-suf¬ 
ficiency and caring. This view postulates a 
distinctive woman's culture and sees it as 
a critical tool for transforming the social 
order toward a more humanistic, and 
egalitarian one, concerned with relationships 
and welfare rather than individual success 
and profit.* 

Such an ideal can be realised, if at all it 
can be realised, by a bottom-up need-based 
approach and not by a top-down dis¬ 
semination of technology. The constraints 
to any bouom-up approach to development 
are various and well known. There are so 
many institutional and structural constraints 
which stand in the way of woman's choice 
and opportunities. To address the humani- 
sation-of-technology question independently 
of these broader issues is (to use a Bengali 
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adage) "to cut tHe rod* and water the 
branches"*. When a country is in a never 
ending debt trap, being gobbled up by 
multinationals who use science and 
technology exclusively for the joint aims of 
commerce and war. any prescription for 
self-reliance, self-sufficiency and 
decentralisation must sound like a mid¬ 
summer night's dream. Perceiving these 
prescriptions as non-starters has been 
primarily responsible for die parallel feminine 
demand tor an equal status in the 'male- 
stream' theoretical tradition. This proposal 
uses the language of 'inclusion'. So, again, 
women are at the mercy of those who have 
the power to 'include' - no inclusion is 
automatic This problem apart, there is the 
more fundamental question that needs to be 
addressed - Is the 'male-stream' worth 
simulating?" 

I would argue that we are heading towards 
the destruction of the universe by trying to 
efficiently play the androcentric power game. 
When communication satellite programmes 
invade our homes more powerful ones 
intercept them to make room for their own 
programmes. Do we benefit from this 
competition, does anyone benefit from it? 
Power could be one of the ways to overthrow 
power bm pnwer cannot be an end in itself. 
The androcentric world-view is a perpetrator 
ol power as well as a victim of it. We know 
that power, control and domination are 
fuelled largely by aggression. 

The scientists sustained by the androcentric 
world-view sec science as a means to 
‘dominate' nature. The feminist would like 
to replace the conception of science as 
‘dominating* nature by the conception of 
science as conversing' with nature. The 
probative force necessitating a change from 
‘domination' to 'conversation' lies 
principally in the realisation of ecological 
threats. Even a gross utilitarian can hardly 
nuss the writing on the wall. In the face of 
such challenges women will also have to 
take a stance and imbibe a new identity. 
Instead of talking in terms of disempower, 
power, empower and other related concepts, 
all of which areengendered by the domination 
model - to achieve the goal of conversation 
- it would he more conducive for women 
to talk in terms of freedom, emancipation, 
non-alienation and creativity. This to many 
of us could be a totally new way oflooking 
at ourselves, because we have internalised 
the androcentric world-view to theextenc of 
making it a part of our identity. Replacing 
the goal of empowerment with the goal of 
freedom is a call for a change in identity, 
not one of going back to nature, nor one of 
finding one's essence because there is no 
essence or nature per se. Spelman rightly 
points out "...though all women are women 
no woman is only a woman. Those of us - 
whohaveengaged in it must give up the hunt 


of generic woman - the one who is all and 
only woman, who by some miracle of 
abstraction has no particular identity in terms 
of race, class, ethnicity, sexual orientation, 
language, religion, nationality" 7 From the 
above quotation it should be clear that the 
aim is not one of replacing an androcentric 
approach to communication with a feminism 
essence approach. We respect heterogeneous 
feminist approaches to values; the value of 
'conversing', however, seems to be central 
to all the feminist positions: conversing 
with women, with those men who arc willing 
to converse, and interacting with nature. 
With the introduction of the 'conversing' 
approach to the problem of communication, 
communication is no longer unilateral linear 
nor bilateral symmetrical, communication is 
transformed into 'dialogue'. A dialogue 
which is a mutual conversational process is 
characterised by a cogency of purpose. Such 
a transformation will necessitate a radical 
shift in the cpistcmic assumptions of an 
androcentric culture. This discourse will also 
call for culturally sensitive research into 
gendered identities like, motherhood, 
sisterhood, wife. On examination it may be 
found that some gendered identities are used 
to exclude women from dialogue and some 
ideologies may mobilise women for a more 
purposeful dialogue. A culturally sensitive 
study of gender identity must include a 
clarification ol what we arc fighting against, 
i c, what is it that we perceive as a false 
identity, and what is it that we arc fighting 
for. i c. what do we perceive as gender 
oppression. Whatever be our answer the 
fallibility criterion must be applicable to a 
dialogue. Women must acknowledge that 
feminist theory and practice are subject to 
criticism and appraisal as much as masculine 
theory and practice are. 


After All these analyses and prescriptive 
statements one would naturally like to know 
more about the praxis of transformation from 
linear communication to dialogue. Must one 
necessarily go through the steps of passing? 
from uni lateral linear to bilateral symmetric ; 
communication and from there to dialogue? 

1 have not addressed this issue here. It seems 1 
that ^feminist theory will have to be generated < 
out of whatever 'lifelines' can be snatched^ 
from the existing culture. If our goals arc 
clear it will be easier for us to identify the’ 
'lifeline*’ and possible spaces. 
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Science and Technology in die Service of Women 

Kamalini H Bhansali 

Prompted with the objectives of influencing policy so that the quality of women’s life is improved and documenting 
the effects of developments in science and technology on women* s status , an international group has been launched 
and is doing notable work in the area . 


THIS paper provides information about 
the progress of the various activities under¬ 
taken by the Gender, Science and Develop¬ 
ment (GSD) group of The International 
Federation of Institutes of Advanced Study 
(IFIAS) in respect of research, consultation, 
advocacy, networking and documentation. 

. This is an international programme which 
studies and makes policy recommendations 
, concerning the effects of science and tech¬ 
nology on the Jives of women. It emphasises 
how women change, and are changed by 
science and technology and relates to women 
in developed as well as developing coun¬ 
tries. India is a part of this network. 

Located in Toronto. Canada, IFIAS is an 
international a.%>. ciation of leading, inde¬ 
pendent research institutions which have 
agreed to collaborate in addressing major 
global problems with long-term emphasis. 

In March 1991, IFIAS brought together 
eminent women researchers, scientists and 
administrators from Africa. Arab states, 
Asia, Latin America and North America to 
a workshop in Toronto, Canada to discuss 
the IFIAS initiative on Gender. Science and 
Development. The initiative came to be 
known as the Gender, Science and Deve- 
v lopment (GSD) programme.' The excising 
. journey which began with a group of 14 
; women continues with vigour, consol idati ng 
and expanding its activities, using science 
and technology to address women’s 
concerns: “putting science and technology 
at the service of women”. The 1991 workshop 
was funded by the Canadian International 
| Development Agency (ClDA), the 1 mer¬ 
it national Development Research Centre 
t (IDRC) and the United Nations Development 
Fund for Women (UNIFEM). The first 
> meeting was followed by meetings in 
i Bangkok in July 1992 to evaluate the progress 
^ of the programme and decide upon short- 
; and long-term GSD activities. 2 
. The primary goal of the GSD programme 
was to undertake research that would in- 
■ fluence policy, which in turn would improve 
‘•the overall quality of life of women. In this 
ipaper, I will reflect on selected activities 
i undertaken by the GSD group concerning 
!* research, co-operative action and preparation 
ifor Beijing Conlerence and after. 

[ At the 1991 workshop, after much dcli- 
I beration four research areas were identified 
|which would “focus on the contribution 
|women can make to policy at all levels m 
|the broader context of gender relations''. 

» 
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The overall goal accepted by the group 
was: “furthering the contributions and well¬ 
being of women in the process oi scienti¬ 
fic and technological changes for just 
development.” 

The four themes accepted by consensus 
were: Global Energy Policy and Planning; 
Safe Womanhood and Life Cycle Issues; 
Economy of International Trade and Women; 
and Women in International Science. The 
projects arc at different stages of operation. 
The activities and thrusts are briefly focused 
below. 

Global Enkrgy Policy and Planning 

GSD group and the Third World Orga¬ 
nisation for Women in Science (TWOWS) 
are in the process of establishing official 
collaboration. Based on a preliminary con¬ 
ceptual framework* the research is addres¬ 
sing issues related tocffects of energy, policy 
and planning at international, national and 
local levels on women in north and south 
within societal and familial contexts. The 
emphasis is not only on large-scale, high 
technology energies which absorb 98 per 
cent of international aid and development 
funding for urban areas hut more so on the 
main consumers of low cost energies in rural 
and poor households. Energy management, 
the devastating effects of large-scale energy 
projects around the world and their con¬ 
sequences on women are closely related 
issues. The next phases of energy activity 
are underway. The issues raised are very 
relevant to Indian conditions. 

The safe motherhood concept, although 
vital in improving health status of women 
is not comprehensive enough. It was decided 
instead to focus on safe womanhood re¬ 
search through a holistic approach to 
women's health, detriments to health and 
health risks during the entire life cycle 
through women's 'health knowledge' from 
traditional to western bio-medical systems. 
Related issues like domestic violence, 
prostitution, healthy environments, prob¬ 
lems of elder women would also be covered. 
The preparatory research has resulted in an 
expanded definition described in: ‘A Dis¬ 
cussion Paper on Safe Womanhood' brought 
out by the Project Committee. 4 The proposal 
calls for an initial meeting of social science, 
health and epidemiology experts from 
various regions to create a theoretical and 
methodological frame-work on which to base 
an international 'safe womanhood* approach 


to women's health. To this will be added 
initiation of a number of regiona 1 studies. 
The World Health Organisation has expres¬ 
sed interest in a collaboration with GSD 
programme to investigate, compile and assess 
existing data on Safe Womanhood. 

The Indian Women Scientists Association 
(IWS A )/The Research Centre for Women's 
Studies and some other organisations, from 
time to time have comments on the proposal. 
In fact, some members of IWS A got interes¬ 
ted in the Safe Womanhood project, parti¬ 
cularly in the perimcnopausal group of 
women in the age group 40 to 60 years. A 
team of scientists, medicos and social 
workers have voluntarily taken up this work, 
conducting clinical check-ups to create 
awareness about health risks and advising 
them about preventive measures through 
check-ups for diabetes, anaemia, cervic 
cancer, self-examination of breasts, gynaec, 
dental and other disorders. So far 500 women 
(50 per cent from low income group and 50 
per cent representing middle class) have 
been examined and their full data are available 
for further research and plugging into the 
main research. The replicating ellect has 
already started regionally. Furthermore, the 
women involved are becoming instrumental 
in the development of a health conscious 
family through the knowledge gained. 

A collaborative project on the economy 
of international trade has been undertaken 
between GSD and UNIFEM. Its overall goal 
is to promote the development of more gender 
and socially aware international trade agree¬ 
ments and policies that will enable women 
and disadvantaged groups to benefit from, 
rather than be hurt by expanded trade. The 
first regional meeting was organised in 
Zimbabwe, for which a conceptual paper 
waspreparcd.*This meeting will be followed 
by other regional meets in South East Asia, 
Eastern Europe and Mexico. The dearth of 
knowledge, lack of information about likely 
consequences of trade on women's lives, 
very little research data showing the impact 
of liberalisation on women, exclusion of 
women from mainstream institutions, lack 
of negotiating skills, need to diversify into 
new activities due to severe competition 
were some of the conclusions winch emerged. 
Effecting collaboration withother interested 
groups and solidifying the network of 
participants are some of the follow-up tasks 
before the GSD groups. The final stage of 
the meeting will be a global trade meeting. 


Economic and Political Weekly April 20*2?, 1996 



This is an area of concern for Indian women, 
as liberalisation of economic policy endan¬ 
gers the lives of many. This was reflected 
in the IAWS Conference document on New 
Economic Policy and Women (1993). 

The project on women in international 
science aims at examining the position and 
number of women in international science 
and policy organisations as well as the factors 
which determine their participation or limit 
their effectiveness. A small survey of member 
institutes of IFI AS was initiated. However, 
the potential of this research has not been 
acted on to date. 

Analysing the work undertaken so far in 
the area of research, the main strengths are 
the quality of research, the collaborations 
and the influence on the Gender Working 
Group of the UN Commission on S and T 
Development. 

The working paper series has been well 
received GSD members or GSD recom¬ 
mended people played a large role in advising 
and consulting for the above working group. 
The collaborations effected are also* the 
strengths of the research programme. By 
collaborating with UNIFEM for the Trade 
Project, GSD research gets connected to 
UNIFEM's regional advocacy connections. 
For the Energy Project, GSD is working 
with an international network of energy 
experts to influence their work. The safe 
womanhood project is likely to collaborate 
with WHO. Through these collaborations, 
GSD members would help to provide 
information and quality research for use by 
people in policy institutions or act as 
advocacy agents at different levels. 

One of the mam difficulties in pursuing 
the work at the pace desired is funding. The 
second difficulty is of communication, 
working across great distances as well as 
across cultures. On the other hand, the cross- 
fertilisation of cultures, knowledge and 
viewpoints from various regions is a 
strength for GSD as a contributor of quality 
research. 

Co-Operative Action 

There are a number of issues and concerns 
to women in science and technology around 
the world. The Women in Global Science 
and Technology (WIGSAT) network was a 
spontaneous response to the above need 
right from the 1991 workshop. 

Further, in accordance with GSD pro¬ 
gramme role as promoter of communication 
and interaction between individuals and 
institutions in all regions, and across all 
levels and sectors of science and technology, 
WIGSAT has heome an important vehicle 
of achieving the networking goals of GSD. 
Several focal points have been established 
in India, Mexico, South East Asia and other 
places. In India, IWSA.TISS.T1FR, SNDT, 


1G1DRC and other organisations are 
associated with this programme. 

In 1992-93 UNIFEM and the Interna¬ 
tional Women Tribune Centre (IWTC) 
carried out a survey to assess the women- 
related activities carried out in science and 
technology by different organisations 
through their new network, 'Once and Future 
Action Network’ (OFAN). One of OFAN's 
active local points was the GS D/I FI AS 
programme. Soon aftera directory: Women, 
Science and Technology for Development’, 
a preliminary guide to who is doing what 
was published. Under the section of India. 
48 organisations and projects at govern¬ 
ment. university and NGO level are listed 
describing briefly the scope of each insti¬ 
tution. These details were forwarded through 
GSD. The countries represented arc Africa, 
Asia. Caribbean, Europe. North America, 
Latin America. Pacific and Western Asia. 
The directory includes women in indigenous 
knowledge (7 per cent), women in science 
(15 per cent), women in education (16 per 
cent), women ia appropriate technology (35 
per cent), women in entrepreneurship (20 
per cent) and women in communications 
(7 per cent) 7 In order to expand the network, 
links arc developed with OFAN. IWTC, 
UNIFEM, Gender and Science and Tech¬ 
nology (GASAT) forum and others 

One of the major WIGSAT activities was 
the symposium held in Bangkok in July 
1992on ‘Mainstreaming Women in Science 
and Technology Development and Trans¬ 
fer' hosted by Women in Science and 
Engineering (WISE) in Thailand and Ap¬ 
proach Asia in Philippines, both organisa¬ 
tions being members of WIGSAT 

The symposium provided an opportunity 
for women scientists to discuss issues of 
common concern in respect of development 
ot and access to science and technology. It 
comprised of five distinct sessions: Country 
reports; Women’s perspectives in develop¬ 
ment in the next decade; Issues, problems, 
constraints and prospects for women in 
SandT; Strategies to mainstreaming 
women in S and T formulation, research 
and dissemination and action plans. Parti¬ 
cipants came from Bangladesh, Canada, 
Columbia. India, Indonesia. Philippines. 
Sierra Leone. Sri Lanka, Thailand, the US, 
Vietnam and Zimbabwe. The proceedings 
are available tn the repvirt brought out by 
the organisers/ 

In ordei to make available information 
about GSD activities and projects easily 
accessible to a global audience, GSD pro¬ 
gramme will be publishing electronic 
versions of papers, information about its 
activities and progress through developing 
a presence on the Internet through the crea- 
. lion of 1F1AS/GSD/Home Page on the World 
Wide Web (Internet). In addition, GSD 


would like to promote networking among 
interested groups and individuals specially j 
in developing countries/ 

‘Women Making a Difference in Science 
and Technology* is a future publication of 
WIGSAT and GSD programme. It is part 
of OFAN publication series. OFAN is a ; 
consortium of several groups collaborating 
to bring gender, science and technology 
issues to the forefront. 

A sampler of the publication was brought ) 
out describing a few success stories and is 
an indication of the final publication which ’ 
will include inter alia , case studies, success: 
stories, analyses, policy formutelions, ’ 
advocacy aspects, conference recommends*; 
tions and networking information and de* 
monstrate how women make a difference in 
various aspects of S and T development, 
implementation, advocacy and policy for* 
mulation. ,fl 

The Fourth UN Conference on Women at 
Beijing in September 1995 was well attended ^ 
by GSD members. They participated in the 
‘Once and Future Pavilion’ which was a 
science and technology network set up by 
the OFAN consisting of many member 
organisations. The planning commenced at 
a meeting convened by UNIFEM in Nairobi 
in February 1993. The range of activities 
which included, exhibitions,demonstrations, 
workshops, panel discussion. symposia,v 
learning circles, story-telling, etc, showed 
how women have contributed through their, 
work and* demonstrated how science and 
technology can be made accessible to women.' 
Post-Beijing interactions are likely to 
strengthen and expand international linioL 

The GSD activities have expanded much 
beyond everyone ’ s expectations and the small 
beginning made m 1991. The membership 
has ex panded, organisational structures have 
been decentralised, programmes and 
activities are strengthened through a series 
of networks and are having an impact on 
policy-makers. 

Some of the tasks and role envisaged ait 
continuation of research and policy worit, 
expansion of electronic activities ami 
contacts, taking forward the publication 
programme, international networking around 
gender and S and T alter Beijing, North* 
South co-operation, formal collaboration 
with GASAT. M TWOWS, OFAN andotha 
related initiatives, activisation of W1GSA1 
focal points and many others. 

The journey has been arduous but exciting 
bringing committed women together for i 
just cause from all comers of the world 
The 21st century will be the century dn 
S and T and GSD’s main role willbetoraim 
the profile of this thrust and play a leading! 
role in addressing Science and Technology 
issues affecting women in the post-Betjihw 
decade. » 
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Notes 


[I am grateful to Sophia Huyer. till recently GSD 
programme co-ordinator and now project leader 
of WIGSAT at IF1AS. for her comments and 
Shoring of information and experiences.] 

t ‘Science at the .Service of Women: Initial 
Planning Workshop for Women. Science and 
Development Programme*. Report of work¬ 
shop held in Toronto. Canada, March 19-21. 

1991. [FIAS. Canada. 

2 Report of the Meeting of the Gender, Science 
and Development Programme at Bangkok, 
Thailand. July 13-20, 1992. 

3 Elizabeth Ceceli. ‘Women. Energy and 
Environment: Some Directions for Policy 
Research*. GSD Working Paper Series 
No 2, GSD Programme of 1FIAS. November 

1992. 

4 Nancy Lewis. Sophia Huyer, Bonnie Keitel. 
Loma Marsden, 'Safe Womanhood: A Dis¬ 
cussion Paper*. GSD Working Paper Series 
No4, GSD Programme of IFIAS, April 1994. 

5 Indian Women Scientists Association 
(IWSA) has its headquarters in Vashi, New 
Mumbai and has 10 Chapters located all over 
the country with a membership of over 900. 
The study under reference is conducted by 
Sumati Bhide, ex-president, IWSA and her 
team. 

6 Lourdes Beneria and Amy Lind, ‘Engender¬ 
ing International Trade: Concepts, Policy and 
Action*. GSD Working Paper Series No 5, 
GSD Programme of IFIAS, August 1995, 
Commissioned by UNIFEM. 

7 Women, Science and Technology: A Preli¬ 
minary Guide to Who Is Doing Whaf . a pub¬ 
lication of the OFAN Network, co-produccrs 
UNIFEM and IWTC with assistance from 
other organisations, 1995. 

8 Mainstreaming Women in Science and Tech¬ 
nology: Approtech Asia and WISE Thailand , 
Approtcch Asia, Philippine Social Develop¬ 
ment Centre, Manila. 

9 Those undertaking research or activities in 
international gender, science and technol¬ 
ogy issues or interested in more information 
may contact GSD Sites: (a) If you have 
access to World Wide Webb (Internet) at 
h4"*p/WWW.ifias.ca/gsd/gsdinfo.htm. (b> If 
you have access to electronic mail at 
shuyer^ifiasxa. 

GSD Unit of IFIAS is interested in get¬ 
ting e-mail addresses from women scien¬ 
tists in India which may be sent to Sophia 
Buyer. WIGSAT Project Leader. IFIAS. 39 
Spadina Road. Toronto. Ciiuuda M5K 259. 
0 Success Stories: Women Making a Difference 
' in Science and Technology. A Sampler , GSD 
Programme and WIGSAT. IFIAS, February 
1995. 

1 GASAT 8 International Conference was 
held in Ahmedahad, on January 5-10.1996. 
GASAT is an international association 
concerned with the promotion of women’s 
participation in socially responsible sci¬ 
ence and technology at all levels. A major 
emphasis of this conference was on taking 
science to girls and women in rural as well 
a$ urban societies for promoting equality 
and empowerment at all levels. 


XXXVm LABOUR ECONOMICS INFERENCE 
Indian Society of Labour Economics 

V. V. Giri National Labour Institute, NOIDA 
CALL FOR PAPERS 


The 38th Annual Conference of the Indian Society of Labour 
Economics (ISLE) will be held during the last week of December 1996 
at the V.V.Giri National Labour Institute, Sector 24, Post Box 68, 
NOIDA- 201301. Professor C.P.Thakur of the Faculty of Management 
Studies, University of Delhi, Delhi will preside over the Conference. 
The topics selected for the Conference are : 


1. Changes in Workforce Structure 

2. Social Security for Indian Workers 

3. Emerging Issues in Industrial Relations 


Those desirous of contributing papers for the Conference should 
send their papers to the Conference President Professor C.P.Thakur, 
Faculty of Management Studies, University of Delhi, Delhi- 110 
007, with a copy to Professor Alakh N. Sharma, Editdr, The Indian 
Journal of Labour Economics, c/o Institute of Applied Manpower 
Research, LP. Estate, Mahatma Gandhi Marg, New Delhi - 110 002. 

The paper should reach latest by September 15,1996. It should 
not exceed 4000 words including tables and appendices and should 
necessarily be accompanied by a summary not exceeding 500 words.The 
authors should strictly follow the pattern and style of writing as 
being followed In the current issues of the Indian Journal of Labour 
Economics (see the guidelines in the Journal). The papers not conform¬ 
ing to this will not be considered for publication in full. 

The participants desirous of attending the Conference should 
contact the Oig&nising Secretary of the Conference Shri Navin Chandra 
for registration, reservation, accommodation and other details of the 
Conference at the address: Shrl Navin Chandra, Senior Fellow, 
V.V.Giri National Labour Institute, Sector 24, NOIDA - 201 301. 

The membership fee of the Society (Rs. 100/- annual and Rs. 
1000/- life) should be sent to the Treasurer, Indian Society of Labour 
Economics,c/o Institute of Applied Manpower Research, IP. Estate, 
Mahatama Gandhi MargJ4cw Delhi 110002 by cheque or demand draft 
in favour of the Indian Society of Labour Economics by November 
30, 1996 ( m case of outstation cheques, Rs. 12 should be added extra 
as bank clearance charges), Those sending the membership tec after 
November 30 can also participate in the Conference, but they will not 
be entitled to vote in the business session of the General Body of the 
Society. 

Details about the Conference themes and the ISLE can be obtained 
from the Hony. Secretary, Indian Society of Labour Economics, c/o 
Institute of Applied Manpower Research, I.P.Estate, Mahatma Gandhi 
Marg, New Delhi-110002. 
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Technology Transfer in the Raj 

A run Banerji 

Technology and the R^j: Western Technology and Technical Transfers to 
India edited by Roy Macleod and Dcepak Kumar; Sage Publications, 1995; pp 
325 plus bibliography and index, Rs 365 (hb). 


THIS book is a welcome addition to the 
growing literature on this theme. The first 
Indo-Australian Conference on Science, 
Technology and Colonialism (1988) 
generated most of the dozen papers in this 
book. In his brief preface, Deepak Kumar 
writes unambiguously, ‘‘Given the realities 
of political control, and within a global 
system which by custom exchanged raw 
materials for manufactured goods, the leading 
imperial question was how best to encourage 
local innovation and investment through 
technology and its associated skills, without 
losing control of its profitable and portable 
benefits"' The answers are not very far to 
seek, and wc shall make a few further 
observations when concluding this review. 

Among the subjects touched upon in the 
editors’ Introduction, engineering educa¬ 
tion and the ideology ol laissez-faire are 
significant. The former, it is stated, was 
inextricably linked to the needs of the Public 
Works Department (PWD). The editors add 
that proposals to ‘generate’ technological 
knowledge or to ensure its ‘integration’ into 
'native' knowledge systems took a backseat 
at the level of colonial government policy. 
Hut why go so tar as the ‘generation’ of 
technological knowledge? Despite repeated 
pleas, in late 19th and early 20th centuries, 
the state refused to adequately bioad-base 
primary education or to invest in techno¬ 
logical education. Let us remember, then 
there was no dearth of funds. On latssez - 
fairt, we shall refer later to the unconditional 
statement tnade by John Strachey in 1878 
which held the field till early 1920s. It is 
a little surprising that though there are 
repeated references to the work of the Indian 
Industrial Commission of 1916, nothing is 
stated as to the government firm refusal to 
consider the use of perhaps the most potent 
instrument to foster industry, viz. tariff 
policy. In their concluding para, the editors 
take on Morris D Morns who argued that 
the total structure of poverty and generally 
high factor-input costs combined to dis¬ 
courage investment in new technology, etc. 
They rightly contend that this does not explain 
what went into the making of that ‘structure 
of poverty' and what sustained it, and ask 
“Was it an inevitable consequence of the 
imperial system?” It is such questions which 
add value to this book. The individual essays 


often throw light on them, but perhaps not 
as much as the editors, or the present reviewer, 
would have liked to have seen. 

In this review we shall touch upon a 
selected few essays. We begin with Ian 
Inkster’s pan conceptual piece, 'Colonial 
and Neo-Colonial Transfers of Technology’. 
The all-too-bricf section on Science and 
Technology in Comparative Perspective 
could have been a little further developed. 
Inkster has unhesitatingly stated that while 
in Europe and Japan railway projects acted 
as Technological V rejects, “inducing certain 
types of learning, attitude change and 
institutional rclorm”, in India they had no 
significant impact on the nature of techno¬ 
logical systems - because they were ‘pro¬ 
jected’ in such a manner that they could not 
derive significant input from any existing 
technological systems, and did not reach a 
stage where they could act as effective agents 
of change in a wider mannei (p 35). British 
ownership and contractors ensured that there 
were almost no backward linkages and there 
was ruinous dependence on imports from 
Britain. 

R J Henry’s article ‘Technology Transler 
and Its Constraints: Early Warnings from 
Agricultural Development in Colonial India' 
deals with the heavily populated agricultural 
region ol the United Provinces of Agra and 
Oudh, and touches upon a few critical short¬ 
comings. because of the government’s taissc:- 
faire policies. The Provincial Department of 
Agriculture and Commerce was 'Small, 
overburdened with statistical work... and 
lacking in staff and finance necessary for 
its development work*’(p 52). Unfortunately, 
Henry docs not mention the long-term 
damage inflicted by Lytton’s sinister policy 
of “starving our PWD” - in particular, curb¬ 
ing the development o'* state irrigation 
canals. This particular policy was developed 
by his financial member. Sir John Strachey. 
at Lytton’s instance. It compelled local 
governments to service all sums borrowed 
from the imperial govern .item (even if these 
funds came from current revenues) for local 
irrigation projects from Day I. even though 
everyone in government always knew that 
it took years for such a project to be construc¬ 
ted. and then to yield enough water rates to 
service the investment. Only a quarter century 
later, after the country was visited by iwu 
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of the worst famines of the entire 19th century;. 
Curzon decided to make a U-turn after the 
one and only Irrigation Commission in the 
Raj period reported in 1903. The shift of 
emphasis towards wells which Henry speaks 
about may well have resulted from Lyiton’s 
policies: no state outlay was involved beyond 
what a few farmers 'borrowed from the 
government as takavi loans, with onerous 
recovery norms in case of default. 

Ian Derbyshire’s piece on Indian Railways 
is commendable. Considerable research has 
gone into its writing, and a host of interesting 
sources have been cited. Quite early in this 
essay, he laments the disappointingly meagre 
backward linkages derived from this single 
largest block of British investments in India 
in the entire Raj period. Derbyshire mentions 
that in the pioneer era, a number of com¬ 
manding names of the Bmish railway world 
were engaged as consulting engineers, and 
others as Chief Engineers, to oversee the 
actual construction. Actual building of the 
railways was done by firms of contractors. 

I have read about this elsewhere loo, es¬ 
pecially in that classic of the bygone days. 
Migration of British Capital till 1875 by 
Lctnnd Jenks. But nowhere have 1 found an 
account of their role in India. Nor. to digress, 
have 1 found any regional studies to reflect 
the effect of railways coming to a region on 
that region’s economy. 

Quite early in his essay. Derbyshire notes 
how the engineering community in the 
railways was predominantly British and ex¬ 
patriate. Only a “very small proportion” of 
Indian engineers reached positions in the 
upper ranks: “Colonial prejudice against the : 
decision-making capabilities of Indians, 
their reliability in a crisis, and their ability 
to direct European and Anglo-Indian upper j 
subordinates, was to pi event these welt 
qualified officers from advancing further 
until the inlcr-wui years, w hen lndiamsation 
finally passed beyond the subaltern to the 
superior grades” (p 184). How could 
technology then be transmitted? 

Derbyshire also notes the relatively! 
expensive construction of the railways, con¬ 
siderably ahead of contemporary traffic 
needs, and the costs of adoption of the broad 
gauge, which had to be later modified. There 
arc interesting relcrcnccs to the challenges 
faced in bridge building and tunnelling. 

But Derbyshire, is silent on the serious 
disenchantment of the government of India! 
with the functioning of the guaranteed 
railways (the woid ‘guarantee* appears only : 
twice in this book without indicating ft&‘ 
mcanning). and how Lord Lawrence*^ 
repeated pleas with the Indian office to let 
the state construct railways with the resources 
of the PWD ultimately bore Iruit shortly 





(■ 

■, after he returned to the UK. The financial 
burden of the guarantee, when the railway 
revenues were unable to meet the guarantee, 
increasingly bore on Indian finances. The 
provisions relating to the purchase of 
guaranteed railways by the state were 
singularly unfavourable to the buyer. And, 
lastly, perhaps unique in the annals of foreign 
' investment, not only were the guaranteed 
“interest and the purchase of these railways 
by the state payable in sterling, but the rupee 
) transactions were to be annually converted 
' into sterling at a pre-determined rate. 
f*i e, 1 sh 1 Od a rupee. This pressed heavily as 

• the rupee slid down in the last quarter of the 
, 19th ccntur>. 

Space will not allow us to consider some 
of the other essays in this book. This is no 
reflection on their merit. We shall close with 
a few general issues. The first is to draw 
" attention to the integral relation between 
' technology and cost: this is hardly mentioned 
in this book. We have just noted the high 

* cost of the Indian railways - admitted in 
successive government publication - not 

, merely capital costs but also running and 
. ipaintenance costs. All this was patiently 
borne by the poor taxpayer of India (the rich 
then paid hardly any taxes) and the users of 
railways - passengers and commercial 
interests. There is enough evidence too that 


the irrigation canals were high cost - the 
enquiry by Lytton into the PWD in the late 
1870s revealed a damaging state of affairs. 
We do not have evidence of the economics 
of the other technological breakthrough, viz, 
telegraph. It was of course, subsidised by 
government. Shipping, both coastal and 
overseas, was a light monopoly till the 1930s 
and the consumer paid for these too. 

In agriculture, practically no attempt was 
made to improve the farmers’ productivity 
beyond the limited impact of irrigation, which 
again was curbed by Lytton. One is able to 
understand this when one reads Arthur 
Lewis’s famous article of 1954. ‘Economic 
Development with Unlimited Supplies of 
Labour’. Lewis states that ‘The fact that the 
wage level in the capitalist sector depends 
upon earnings in the subsistence sector is 
sometimes of immense political importune, 
since its effect is that capitalists have a direct 
interest in holding down the productivity of 
the subsistence workers... This is one of the 
worst features of imperialism.” He returns 
to this in his very sophisticated Janeway 
Lectures. ’The Evolution of the International 
Economic Order’ of March 1977. 

On free trade and laissez-faire , students 
of modern India cannot afford to ignore John 
Strachey’s definitive formulation of the case 
for India, as enunciated in his Financial 


Statement (what is now called the Budget) 
for 1878-79 on March J8. 1X78. India’s 
’prosperity', he stated, ’’essentially depends 
upon its being able to secure a large and 
favourable outlet for its own produce 
[because of) a special feature... her connec¬ 
tion with England and the financial results 
of that connection compel her to send to 
Europe every year about 20 million sterling 
worth of her products without receiving in 
return any direct commercial equivalent”. 
This needed “the greatest possible freedom 
in its foreign exchanges”, relegating alt other 
considerations for developing the country to 
secondary orders of priority. 

It was certainly not the case that Strachey 
was unaware ol the implications of what he 
had laid down. Shortly alter returning to 
Britain in 1880, he delivered a series of 
lectures at Cambridge. There he said, ” ..that 
India is a poor country is a fact which no 
one could think of denying; and so it will 
inevitably remain while the country is almost 
purely agricultural... it has been proved by 
experience, everywhere and at all times, that 
a purely agricultural country is never rich, 
even from an agricultural point of view ” 
This is one of a set of closely linked factors 
which contributed to generate that stubborn 
“structure of poverty” of which the editors 
spoke earlier. 
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Him Are Alternatives 


Vinod Vyasulti 


Economic Reforms and the People by 

19%; Rs 30. 

C T KURIEN has been a scholarly observer 
of (he Indian economy tor many years and 
his seminal conn ibulions are known, and 
deeply appreciated, in (he profession. In 
this monograph he shows another facet 
of himself: a practitioner of the difficult 
an of advocacy. He brings to bear his 
formidable analytical skills to examine the 
ongoing pioccss of reforms, and he does 
so without talking down to the ordinary 
leader; the language is simple, the argument 
lucid, the sincerity obvious. Not tor him 
tlie crude device ot trying to brainwash Ins 
ic.ulcr. He places an analysis helotc Ills 
reader, scrupulously pointing out the gaps 
and deficiencies m data and logic. The 
objective is to place a logical point of 
vie*' be lore the lendci, and let hci judge 
for lieisel) It is an important contribu¬ 
tion to the pi act ice o! democracy in this 
country 

This n»mk consists ol a senes ol modes 
published originally m Futnilitiv. and 
brought together by Madhyarn Books to 
present beloie the people an assessment ot 
the economic i clot ins ol the Congress 
government that is now lacing the elections 
The puce tag ol Ks 30 makes this redly 
possible. 11 is a commendable el tort which 
deserves both suppon and imitation. 

The hook consists ot seven chapters, 
starting with the political background to the 
relorms introduced in 1991. and ending with 
a discussion of what could be next. In 
between, the Jitlcieni tacts of the reforms, 
from the fiscal deficit to the public sector, 
from die balance of payments to mtlaiion. 
from globalisation to the role of the slate, 
arc systematically discussed. The book may 
be seen as an answer to the Bhugwati and 
Snnivasan ic|hm I on the letorms. which was 
published by the finance ministry some 
time ago. 

The main points that Kuricn makes are: 

* The Congress, in its manifesto in 1991. 
never promised to make such a “IT* turn 
in the enunm's economic policy. 

* It is not true that (lie crisis of 1991 was 
a creation ot the mismanagement of 
the economy by the V P Singh and 
Chandrasekhar governments, though 
they may have contributed to it. The 
roots of the crisis lie in the 1980s, when 


C T Kuricn; Madhyam Books, Delhi, 

the Congress was in power, under Indira 
Gandhi and Rajiv Gandhi, and when 
Narasimha Rao and Manmohan Singh 
were important players in the system. 

* The gains of ihc system of planning must 
not be either underemphasised or 
forgotten, just as the pitfalls and errors 
should not be forgotten. 

* Therefore, these changes have been 
imposed on the people by ihc government 
headed by P V Narasimha Rao. The lime 
lias come lor the people to use the 
opportunity of these elections to speak up 
on this issue 

* It is not very important whether the World 
Bank/IMF imposed these policies, or 
whether we took the decisions on our 
own. W'hat is important is that they benefit 
a certain class ol people: the top 10 odd 
per cent of the population. The impact on 
the rest is olien hidden, and they should 
understand what is happening in the 
economy and express their views and 
preferences. 

* On its own terms, the rcloims have been 
confined more or less to industry and 
commerce, in areas like public sector 
rclorm little ol long-tctm consequence 
has been done to improve the functioning 
of public enterprises. 

* On its own terms, the stabilisation 
programme, which is meant to coiuiol the 
fiscal ddicit. has tailed. The revenue 
deficit, which is a better measure ol 
government prnden e, has actually 
worsened 

* It must be rcmenib* ,ed that w hat has been 
achieved has been in a summon ot 
favourable monsoons That good luck 
cannot be expected to continue lor ever 
Little has been cloic to deal with this 
contingency. 

* 1 is not hue that mere is no alternative. 
These elections are going to be decisive 
in what kind ot policy the new government 
will follow. Decisions on priorities have 
to be made: polic.es and programmes will 
follow I martins. 

This docs not piovidc a lair summary ol 
the elegant and careful arguments in this 
slim volume. Foi that one ha., to read the 
book. But they serve to show that Kuricn. 
through his analysis, is seeking options and 


alternatives. That is what makes this volume 
important. 

As one who is in general agreement 
with the arguments in the book. I can onty 
pick up a few points that I feel merit more 
serious and extended discussion. To ibis 1 


* 


r 


One question relates to the role of the 
state, an issue discussed in great detail b 
Kuricn. But it is important also to try aiv 
understand what the state means. Tin 
Constitution defines it in Art 12. and thii 
has been interpreted in many contexts by the 
courts. In India, we have often acted a$ ii 
the state meant the union government (will 
state governments and others thrown in oiwx 
m a while, especially in labour matters). Bu 
the stale is a multi-faceted entity that require! 
to be better understood. For example, tht 
bureaucracy and the military are also parti 
of the state, as is ihc Supreme Court. It suity 
intervention oi planning has meant the unit 
government, n is one thing. Reduction 
slate activity in the economy then meat 
reducing (he role of the union governmen 
not necessarily an escape to laissez-faire, 

It is important to realise that there a 
levels of government, horn the union to 
punchuyai. and that we must respect tin? 
spccilic roles. This is.something we havet 
done in the past. An understanding of 1 
implications ot this will have an impo 
bearing on the positions we take on wh 
reforms are desirable. 

The state consists ol the judiciary : 
iegislatuicas well, I hc rotes of thesediflerei 
branches of the stale must be apprcciat 
Today, the Supreme Court, considered to 
'activist' is doing many _things that gocoun 
to w hat the gov eminent would like, h 
tticiefoie not correct to dismiss sta 
intervention without lurthcr understand!!! 

What do we undeistand by regulation? 
it synonymous with planning? Is it ihcrcgif 
of controls what we have m mind when 
.peak oi regulation. Is deregulation import 
because many sectors ol the economy ha 
to be liberalised ' 

I submit that regulation is an essenti 
part of a well ordeied economy, and w 
play an important role in the right kind 
refoims. It is a legislative power that can 
invoked, loi example, in cicctrtci 
regulation This must not he confused w$ 
dcburcuucrnhsaijon . Jm 

I could go on But enough has bcQ 
said to show that this hook oilers a gtw 
deal to the reader Kuricn has begun a pi9 
cess ot rethinking that wc should all fi 
grateful for R 
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Human Rights: Gender Dimension 

S P Sathe 

Gender within the Human Rights Discourse by Vecna Poonachu; RCWS Gender 
^Series. SNDT Women’s University. 1995: pp 184, Rs 65 or $ 6. 


• THIS small monograph examines the 
’relevance of the Human Rights Discourse 
J. to the non-European and particularly Indian 
experience and tries to put forward a para- 
; digm of human rights which would be more 
universal. 

The author observes that it would be wrong 
rto assume that the underlying concepts of 
ethical values are alien to cultures other than 
:the western one. In order to trace them, we 
cannot rely entirely on ancient legal treatises 
Such as the Dharamshastras and the 
Arthshastras because the underlying anxiety 
. in the Shastric traditions is the maintenance 
Of the status quo and legitimation of the 
powers of the dominant classes. Poonucha 
suggests that concerns for human rights could 
;'be traced from various protest movements 
such as the Bhukti movement and peasants 
Struggles. 

Despite the ovcral I consensus about human 
rights, different priorities of the north and 
the south create tensions between them. All 
the new jurisprudence of sustainable deve¬ 
lopment and dean environment would reveal 
the inner conflict between the models of 
development adopted and recommended by 
die west and the model suitable for countries 
of the south including India. In this context 
scholars of human rights ought to undertake 
studies of the alternative models of develop¬ 
ment and the human rights discourse inherent 
in it. This would be rewarding not only from 
ihe point of view of environment but also 
from the perspective of gender justice. The 
close linkage between development and 
: women’s rights makes such studies necessary 
and meaningful. 

■ The author compares the evolution of the 
principles of human rights in the west and 
India. According to her, in the theories of 
tinman rights, whclherof Rousseau or Locke, 
the concept of freedom was restricted to the 
freedom of the male sex* Most of the dis¬ 
courses of human rights emerged out of the 
struggle of the individual against an op- 
,pressivc state and since man alone parti¬ 
cipated in public life, they tended to be male 
centric. 

The author undertakes a gendered critique 
0 the rights discourse. She points out that 
various dichotomies such as public law and 
private law have been used successfully to 
iiegate women's rights. Religious funda¬ 
mentalists have often used the right to 
ciigious freedom to bolster their arguments 
vtgainst reform of ihe family laws or reforms 
ibM^eek to throw open temples and religious 
{faces to women. The rights discourse has 


also helped male chauvinists assert the rights 
of the foetus against the woman’s right to 
abortion. The right to privacy has for long 
acted as a bulwark against legal intervention 
in family affairs so as to sustain male 
hegemony. The law did not observe ab¬ 
solutely a policy of non-intervention but 
intervened selectively to control women’s 
rights to properly and their sexuality. 

The authordiscusscs the growth of feminist 
debates in the west and points out the dis¬ 
tinctive philosophy of each of the schools 
and then discusses the growth of feminist 
debates in India. She traces the growth of 
the women’s movement and the laws and 
the Constitution which contain women's 
rights. The author raises a very relevant 
question for the Indian women’s movement. 
Should women fight for truly gender neutral 
laws or should they insist on the rights and 
benefits that reflect the gender specific 
experience of their lives? Should women be 
given special protection or should they be 
guaranteed mere equality? 

Even gender neutral laws do not help as 
long as the existing types of gender role 
models continue to exist. Should employers 
he prohibited from engaging women as 
waitresses in a bar during late night hours? 
If such legal intervention is made, women 
are protected from possible sexual harassment 
but denied the liberty to work at night and 


equality of opportunities of gainful employ¬ 
ment. Further, there are certain laws which 
cannot be gender neutral because of the 
reproductive function which is performed 
only by women. The rights discourse there¬ 
fore will have to provide equality and 
liberty to a woman but also will have to 
guarantee certain special rights in view of 
her being a woman. Some of such special 
rights will be temporary, until social 
conditions change to make working 
conditions equally safe for both men and 
women and some of them, however, will be 
permanent such as the right to maternity 
benefits. In fact, the extension of the discourse 
to include the feminist perspective would 
doubtless enrich it because various issues 
such as right to abortion would be con¬ 
sidered from that angle. The existing laws 
which aim at controlling women’s sexuality 
would need revision and so would judicial 
decisions and attitudes need critical exami¬ 
nation. Programmes tor sensitising the 
judges, police officers and other law en¬ 
forcing personnel are already being imple¬ 
mented in various governmental and non¬ 
governmental institutions. 

Poonacha’s small monograph is indeed 
very informative and thought-provoking 
and makes a very valuable addition to the 
literature on gender. The book is free from 
the usual sociological jargon and llicreloie 
becomes readable by scholars other than 
sociologists. Poonucha, however, displays 
the same bias towards legal literature, w Inch 
one finds in the other social science literature 
in India. In her bibliography, one misses 
important contributions made by legal 
writers. 


New from T\ilika 

Culture, Ideology, Hegemony: Intellectuals and 
Social Consciousness in Colonial India 
by K N Panikkar 

Exploring the interconnections between culture, ideology and hegemony, this book 
is an effort to understand and explain how Indians, under colonial subjection, came 
to terms with their past and present, and thus envisioned a future for their society. 
This process of exploring the indigenous epistemological tradition and assessing 
it in thecontcxtof the advances madeby the west, was not unilinear and undifferentiated; 
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history at the intersection of social and cultural history, the book covers a wide 
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SPECIAL ARTICLES 


Equity in Education? 

Schooling of Dalit Children in India 

Geetha B Nambissan 

The educational backwardness of the dalit communities is generally attributed to poverty and illiterate home 
environments prevailing among them. This article draws attention to the effect the learning environment within the 
formal educational system has been having on the dalit pupils. It argues that besides poor infrastructural facilities , 
Jack of effective pedagogic supports to acquire linguistic, numerical and cognitive competencies adversely affect the 
schooling of dalit children. More importantly , despite active encouragement from impoverished family members , the 
apathetic treatment by teachers and school administrators largely shape the learning experiences of these socially 
disadvantaged groups. By creating a separate sphere of non-format education for such groups , the government of 
late has abdicated its responsibility to generate equity within the Jormal school system. 


ACCORDING in the 1991 Census of India, 
dalit' (scheduled taste) communities arc 
among the least literate social groups m the 
cmmiry BaicI) 37 41 per cent ot the 
population have acquired the most 
elementary skills in reading and writing, and 
in 1981 less ihan 30 per cent of rural dalit 
children (5-14 years) were found to attend 
school (India 1*993, 1989]. 

Explanations that arc offered for the 
lel.itivels poor spread of education among 
dalit communities largely centre around 
iactors that lie 'outside* the school system. 
Poverty and immisensation of majority of 
the dalit population, their denigrated social 
status, illitciaic home environments and 
apathetic attitudes towards education arc 
seen to he largely responsible for the poor 
response to schooling from these 
communities. Such arguments often tend to 
ignore the distinct historical experience of 
dalit communities particularly in the context 
ol education. These are the ex-untouchable 
communities that have traditionally been 
denied access to learning, specifically 
because of their position m the Indian caste 
structure. Though schooling was ‘formally’ 
open to all communities in the 1850s, the 
education of the ‘untouchables’ proceeded 
at a snail’s pace. Reports and studies have 
documented the social opposition to the 
early schooling of the 'untouchables’ as well 
as the social and economic constraints that 
impede their education even today. 

The specific response of the supposedly 
‘secular’ and ’modern' formal school to 
social discrimination and educational 
disadvantage has however, received 
inadequate attention. An understanding of 
the role of the school is particularly critical 
given the growing realisation of the need for 
equity 1 in cducat ion, especially in the context 
ol socially tand economically) vulnerable 
communities (Seccda 1988]. The term equity 


which has now become part of the language 
of education policy incorporates the 
dimension of social justice along with 
equality of opportunity It implies that 
communities wl ich have suffered from an 
inequitous social structure cannot merely be 
given ‘equal opportunity' in education but 
require affirmative action within the 
institution to remedy past injustice. 

This paper draws attention to the nature 
of equity that prevails within schools It 
focuses specifically on the experience of the 
ex-untouchables or scheduled tastes in Indian 
schools and analyses three dimensions ot 
equity in education: 

1 the access to schooling that is provided 
to dalit communities; 

2 the social processes that influence 
‘treatment’ of children within the 
institution and thereby their learning 
experiences; and 

3 the actual outcomes that result from 
schooling ' 

We attempt to show that equity in education 
is yet to he consciously practised within the 
formal school system and that This has 
impinged upon the learning opportunities 
for dalit children. We argue that this issue 
must be urgently addressed especially when 
policy-makers, while setting targets lor 
universalizing elementary education, me 
voicing concern about the inability of 
scheduled caste communities to avail ot 
formal school oppoitunities and are advoca¬ 
ting alternate systems of education for them. 

I 

Historical Context 

The status of communities as 
‘untouchables’ in the Hindu caste system 
was the most serious impediment to their 
education. While stringent social taboos 
conscribcd their behaviour, severe strictures 


were laid down to prevent their access to 
knowledge. It is said of some communities 
that (hey were prohibited from walking on 
the roads in daylight because even their 
shadow was considered polluting (Ghurye 
1957.166-67]. 

There is no record of untouchable pupils 
even in the I9ih century indigenous schools 
where the middle and some lower artisan 
castes were exposed to the 3 R’s. Parulekar 
notes, “the depressed t or untouchable) classes 
had no access to schooling. They were, as 
a rule not allowed to attend the indigenous 
schools whatever might be the caste or creed 
of the teacher. Tradition held them back with 
an iron hand allowing no exception under 
any circumstances whatever. In this 
prohibition, all castes joined hands and, the 
brahmin was only one of them” (1945:LVI). 
Gough observes, “it was seen as improper, 
even ungodly for Adi Dravidas to read or 
write, and it was traditionally forbidden for 
both Adi-Dravida and non-brahman castes 
even to hear the recitation of the vedas** 
[Gough (1981) in Saberwal 1991:7331. 

Early efforts tow ards the education of the 
untouchables are usually associated with 
British rule and the efforts of the missionaries 
in India. The caste disabilities removal act 
of 1850 and subsequent establishment of 
schools are seen to have provided the first 
opportunities for education to the lowest of 
castes. What is (datively less known and 
acknowledged is the persistent struggle for , 
access to schooling by the untouchables j 
themselves in the face of considerable * 
antagonism from caste Hindus. 

British policy documents relating to the 
education of the untouchables reveals a 
dualism following from a liberal stance on 
the one hand and a tendency to compromise 
with dominant caste pressures on the 
other. This crucially affected the early 
educational opportunities of untouchables 
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' and their experiences within schools. Thus, subjection and sovereignty*' [Hunter lor reforms in education. There are also 

it was a pari of education policy to 1882:514], In their anxiety to desist from scattered references to individuals who set 

, recommend that no boy be refused admission antagonising caste Hindus, but yet retain a up hostels and educational institutions lot 

to a government college or school merely ‘progressive’ facade, the district education untouchable youth [Gokhale 1000:229-321. 

on the ground of caste’. However, policy boards ingenuously evolved the principle Kamble also mentions that magazines and 

would simultaneously emphasise that that children of depressed castes shall he newspapers were published by enlightened 

this principle be applied with due caution...’ “so placed as to have shelter from sun. rain ntahars to educate and politicise their people. 

: {Hunter 1882:516]. and cold and that they shall receive a due One of these papers published at the turn 

Institutionally, a number of options were share of teaching of the school” [Cotton of the century was aptly called Vital 

made available by the administration. 1898:355]. Thus uniouchnblc children who Vidmnsak (Destroyer of Umouchabihty) 

‘Special’ government schools ensured were allowed into ordinary schools were [Kamble 1983:42]. Attention must also be 

‘separate’ (and as will be shown later, invariably seated on the verandah! drawn to the missionary /.cal with which 

unequal) education for untouchables who The early response to schooling from the social reformers like Journo Phulc and 
■ would thereby not come into contact with untouchable communities themselves was Bhaurao Patil look up the cause ot the 

upper caste children. Missionaries also were significant. In the 1850s itself Elphinstnne untouchables in the second half ot the 19th 

. encouraged to i un private (but aided) schools noted. ”... the missionaries find the lowest century and the first half of 20th eeniuiy 

mainly for the lowest castes. Again, where classes the best pupils’*. However, thcofficial Enlightened rulers like Saliu Mahuraj oi 

other classes (castes) objected to the attitude towards the education of the Kolhapur and the princes of Burndu and 

association of their children with the untouchables is reflected in Elphinstone’s Travancorc did much lo bring education to 

, untouchables, the former were persuaded to subsequent statement, “wc must he careful the untouchables (Kamble 1983] 

set up their own special schools under the how we offer any special arrangement to The singular role that Ambedkar played 

s government granls-in-aid system. In other men of that description.... and ii is to be in the upliftmem of'the untouchables in the 

.. words, them lers made little concerted attempt feared that il our system ol education first early 20th century and the importance that 

''.{despite then legal authority and control took rootamongihem.it would never spread he gave to modern education toi then 

over funds mo enforce what was at that time further, and wc might find ourselves at the betterment deserves special emphasis In 

a revolutionary principle of 'education for head ol a new class supcrioi to the rest in conferences, lectin cn and meetings 

all' in common schools. useful knowledge, but hated and despised Ainhcdkar exhorted untouchable youth in 

The reaction of caste Hindus was one of by the castes to whom these new attainments acquire education m order to raise their 

continuous opposition to the education of would always induce us to prclci them” social status and image As cailv as 1924. 

those who. m their eyes, were fated to a life [quoted in Ambedkar 1982 4151. he established the ftaluskrit I litkai mi Sahha 

of ignoi uncc. Ol tidal reports in the late 19th It is significant that ilieiefusal ol admission which had among its objectives the opening 

and early 20th century are replete with to an untouchable boy bv the head of the of hostels, libraries, social centres and 

accounts of the many trials and tribulations government school was brought to the classrooms where the untouchable youth 

of untouchable children who persevered lo Bombay High Court as early as in 1856 could study. In 1928. Ambedkar established 

receive an education even m 'special’ schools |Kcer I97L4|. In later years, reports relei the Depressed Classes Education Society‘to 

set up exclusively for them. For instance, to the ‘constant pressure exercised to secure organise school education on a sound basis' 

il is icporicd that Cheruinar (ancient slave claims of low taste Hindus, to receive |Kcer 1971 [.The People's Education Sonet) 

caste) boys used to h.ivc their books snatched instruction’. Funhci. "theie is evidence that that Amhekdar'established in M>45 was m 

; Out of their hands as they went to schools a lew low caste hoys ol ability have already tune with his conviction regarding the mlc 

established tor them in Calicut [Hunter advanced beyond the elemeniaiy stage and that education could play in the social and 

1882:514|. In Kaua district 'five or six large are demanding an enhance into secondary economic advancement of the untouchahlcs 

schools were closed down and the crops of schools" 11 lumer 1882:1491. As Thakkar observes, Ambedkar's ideal loi 

the depressed people burnt’ when they Nighi schools were alsoexnemcly popular the untouchables w as *lo taise then 
nucmpicd to avail of education [Colton among the depressed classes despite the tact educational slandatds so that they may know 

1898:355]. Hutton notes that in one case'the that they taught only the most elemental) then own conditions, have aspnaiions to rise 

depressed classes at Surat had to withdraw skills. The report ol the Hunter commission to the levc! of the highest Hindu and be in 

their children I mm the school as a result ol records (hat in Kona. Gujarat, “the night a position to use political power as a means 

indirect pressure evened on them by higher school is exclusively alicndcd by low caste to that end’ [Zelliol 1972:77]. This is best 

castes’ 1 1933 48H. In the Multan division, men and the towais people have frequently reflected in Ambedkar’s famous slogan 

»1 was reported that 'boys of low castes such remonstrated against their education” 'Educate. Agitate and Organise', 
as ehamars, imisahs and sansis occasionally Furihei, "notwithstanding the remonstrances 

attend ordinary schools but arc seated apart ol their neighbours, the maliurs of Bombay Qi.ai.ity or Schooling 

from the children ol higher caste” (Richlcy are in some places crowding into the night 

fV23:206|. As late as 1931 the Kallar of school” [Hunter 1882:147]. A significant proportion of untouchable 

Ramnad laid down a number of strictures Initiative was also taken by the first children who received formal education 
on exterior castes.'w hich included one that generation of educated untouchables to during British rule did so in missionary 

emphasised (hat their children should not press for greater learning opportunities for (aided) and special (government) schools 

read and getthemselves literate or educated’ their communities. Gokhale refers to the meant exclusively for them. In Madras 

{Hutton I93*:485|. informal process by which teachers emerged presidency, for instance, only 7 per cent of 

The British government acknowledged within the untouchable mahar community, school-going untouchable children in 1931 

that it was not religious sentiment, unclean Individuals w'Uh "rudiments of an education studied in ordinary or common schools not 

habits and unpolished manners of low caste in a maliar primary school would under- reserved for the ‘exterior’ castes | Hutton 

boys that drew objection to their education take education of maliar (and other un- !933:487]. 4 

from the upper castes. “They arc also touchable)children in the village.” [Gokhale Schools tor the untouchables were mainly 
occasionally due to the desire of the upper 1990:229-321. Retired mahar military men confined lo the elementary stage. Few 

castes to keep the low castes in a state of were in the forefront of those who agitated children actually availed of further education 
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lor "which they had to week admission to 
common schools. For instance, in Madras 
presidency, while around 4 per cent of the 
'e\l error' caste population was enrolled in 
schools in 1931 only I per cent of these 
school children were found beyond the 
primary stage | Hutton 1933:487). 

The quality of schooling provided to the 
untouchables appears to have been poor 
though adequate details are not available 
l R ichley 1923:2061. The report on cducat ion 
in Rom hay slate (1853-1955) notes that 
separate schools provided for the 
untouchables wore inefficient and for the 
most pan ‘one-teacher* schools (1958:424). 
Night schools as mentioned earlier were 
populai However, only the barest minimum 
ot reading and writing skills were given to 
lower and labouiing easlcs in such schools. 

Kccrmimg .suitable teachers for special 
schools was an acute problem. Sharp 
comments on the “unreadiness of teachers 
ol bettei caste to take up the work and the 
paucity ol qualified teachers among the 
depressed" |Sharp 1918207] Individuals 
from lower castes and Muslims formed the 
bulk ol leathers in schools that catered to 
untouchables |Nathan 1904 393] The 
training ol untouchable youth as teachers 
wasashm anddil liuilt process. The Bombay 
state review notes that segregation was 
generally allowed' in teacher training 
colleges * i n defer ence to the popular prejudice 
and with this compromise, the training of 
scheduled caste (SC') pupils as teachers of 
pmnar> schools was pushed ahead’. 
However, public opposition to the 
untouchables was so immense that even in 
1921 -22. “it was next to impossible to appoint 
a scheduled caste teacher as the headmaster 
ol a common school” [Bombay 1958:417J. 

As mentioned earlier, missionary and 
special* schools for untouchables offered 
mainly primary education. Where such 
schools were available, contact of 
untouchable pupils with caste Hindu 
classmates (and often teachers) may have 
been postponed for a few years. At the 
middle stage, as well as where only common 
schools existed, untouchable children faced 
virulent caste prejudice in the classroom. 
Some instances have already been louched 
upon in the discussion on the opposition of 
caste Hindus to the education of the 
untouchables. 

Official repons tend to ignore or gloss 
over the deleterious effects that segregation 
and discrimination within schools could have 
had for the learning experience of 
untouchable children. Richley in his repon 
on the Progress of Education (1917-22) refers 
to the pract ise of seat i ng untouchable children 
apart from higher caste pupils in ordinary 
schools. He comments that ‘such segregation, 
much as it is to he deprecated cannot seriously 
affect the children’s education’. However, 


he concedes, “there can be little advantage, 
except possibly in prestige gained by an 
Adi-Dravida child, who on admission to 
school is seated outside the building” 
[Richcly 1923;206|. The review of education 
in Bombay state. (1855-1955) records “t here 
were several orthodox teachers who refused 
to touch them (untouchables) amkcorrccted 
their exercises from a distance... They otten 
have to sit apart sometimes on verandahs 
and sometimes on the window and thus 
cannot receive their due share oj attention 
from the teacher | Bombay 1958:416. italics 
mine). 

The experience of the untouchable child, 
often a first generation learner and frequently 
the only one from his community to go to 
school, must however have been traumatic. 
As Isaacs says, “the lonely little boys who 
made their way to school in many scattered 
places in India during the first 30 years of 
this century had to accept the bluntest type 
ol rejection and had to be able to persist in 
the face of it year idler year to gel through” 
(1965:75). 

There are only a few reminiscences of 
schooling in the early 20th century by the 
untouchables themselves. Those that are 
available vividly sketch the humiliating 
experiences ol children who were forced to 
sit on the dirt outside (he classroom or on 
separate benches, and whose polluting 
presence was harshly brought home to them 
on several occasions [Isaacs l%5: Aggarwal 
1983; Bombay 19581- In this context, 
Blumruo Ambedkar’s experience is 
revealing. Despite the advantage of huth in 
an educated family (hut was exposed to non- 
traditional employment. Ambedkar faced a 
hostile environment in school. Kecr. his 
biographer, relates how the child. Bhim, had 
to sit on gunny hags in u corner of the 
classroom along with his untouchable 
classmates. He was not allowed to answer 
questions for fear of polluting the teacher. 


Caste Hindu pupils were afraid that if 
Ambedkar touched the blackboard he would 
pollute their lunch boxes kept behind it! In 
high school, Ambedkar was prevented from 
studying Sanskrit as the language was 
considered the key to the vedas (Keer 
1971:12-19], 

What emerges from such experiences is 
the crucial role o! the ‘significant other* in 
bringing the untouchable child to school and 
motivating him to stay on in a system (hat 
provided little succour An inspired father, 
an enlightened teacher or philanthropist were 
invariably crucial actors in the education of 
untouchable children [Isaacs. 1965:69]. In 
Ambcdkar’s case, his success in the high 
school examination publicly celebrated as 
an uncommon achievement as well as his 
receiving the first ever doctorate by an 
untouchable may have not been possible but 
for the support received from his father, the 
encouragement given by a school teacher as 
well as financial assistance made available 
by the maharajah of Kolhapur [Kcer, 19711. 

Thus, while the institution of formal 
schooling provided opportunities for 
learning, in practice it offered few supports 
to untouchable communities which had been 
demed human dignity. On the other hand, 
through the policy of segregation in separate 
schools and non-interference in classroom 
practices, the decision-makers in education 
helped extend the practice of untouchability 
to the precinct of the school. In this context, 
the rules of the teacher or master were well 
defined - “it is not desirable for masters or 
inspectors to force on a social change which 
with judicious treatment will gradually be 
accepted by society*’ [Hunter 1882:517]. 

The actual spread of schooling among the 
untouchables was extremely slow in pre* 
independent India. In 1917. barely 1.04 per 
cent of the population of 'depressed classes* 
were at school [Sharp 1918:204]. The 
spread of schooling was uneven across the 
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Population 
of EC* 

Percentage 
of Total 
Population 

Percentage of 
EC Literate 

Percentage of 
EC** in School 

Literacy 
General 
Population 
(Per Cent) 

India 

50,195.770 

14 

1.9 

na 

9.5 

Provinces 

39.064.009 

14 

1.6 

na 

9.9 

(Total) 

Bengal 

6,899,809 

14 

5.0 

5.4 

II 1 

Bihar and Orissa 

5.774,393 

15 

06 

04 

5.3 

Bombay 

1.750,424 

8 

2.8 

3.6 

10.8 

Madras 

7,234,104 

15 

1.5 

4,8 

10.8 

United provinces of 
Agra and Oudh - 

11.322.281 

23 

0.5 

l.t 

5.5 

Central provinces 
and Bern: 

2,818.346 

18 

1.5 

1,5 

6.6 | 


* EC- Exterior Castes. As mentioned earlier the term Exterior Caste was substituted for Depressed^ 

class in the 1931 census 

** Figures have been taken from the education department. 

*** Literacy rates are based on the population of ages 5 and above. 

Source: Hutton (1993), Census of India, 1931, Vol 1, India . Part I (Reportl 
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and their experiences within schools. Thus, 
it was u part of education policy to 
recom mend I hat ‘no hoy be refused admission 
to a government college or school merely 
on the ground of caste*. However, policy 
would simultaneously emphasise that '... 
this principle he applied with due caution...' 
(Hunter 1882:516|. 

Institutionally, n number of options were 
made available by the administration. 
'Special' government schools ensured 
'separate* (and as will be shown later, 
unequal) education for untouchables who 
would thereby not come into contact with 
upper caste children. Missionaries also were 
encouraged to run pri vatc (but aided) schools 
mainly for the lowest castes. Again, where 
other classes icastes) objected to the 
association of their children with the 
untouchables, the lormer were persuaded to 
set up (heir own special schools under the 
government granls-in-aid system. In other 
words, tlie rulers made lit tic concerted attempt 
(despite then legal authority and control 
over funds) to enforce what was at that time 
a revolutionary principle of 'education lor 
all' in common schools. 

The reaction ol caste Hindus was one of 
continuous opposition to the education of 
those who. in their eyes, were fated to a life 
of ignoiance. Official reports m the late 19th 
and early 20th century arc replete with 
accounts of the many trials and tribulations 
of untouchable children who persevered to 
receive an education even in ‘special’ schools 
set up exclusively for them. For instance, 
it is reported that nierumar (ancient slave 
caste) boys used to hav e their books snatched 
out of (heir hands as they went to schools 
established tot them in Calicut (Hunter 
1882:514). In Kan a district ’live or six large 
schools were closed dow n and the crops of 
the depressed people burnt* when they 
attempted to avail of education (Cotton 
1898:3551 Mutton notes that in one case the 
depressed claves at Sural had to withdraw 
their children Itnm the school as a result of 
indirect pressure exerted on them by higher 
castes’ • 1933*483). In the Multan division, 

U was reported that "hoys ol low castes such 
as ehjmars, musalis and sansis occasionally 
attend ordinary schools but arc seated apart 
from the children of higher caste’* |Richley 
I923:206|. As late as 1931 the Kallar ol 
Ramnad laid down a number of strictures 
on exterior castes. ‘ w hich included one that 
emphasised that ‘their children should not 
read and get themselves literate or educated' 
(Hutton 193V4X5I. 

The Bmisii government acknowledged 
that it was not religious semi menu unclean 
habits and unpolished manners of low caste 
boys that drew objection to ihcir education 
from the upper casies, "They arc also 
occasionally due to the desire of the upper 
castes to keep the low castes in a stale of 
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subjection and sovereignty" (Hunter 
1882:514], In their anxiety to desist from 
antagonising caste Hindus, but yet retain a 
'progressive' facade, the district education 
boards ingenuously evolved the principle 
that children of depressed castes shall be 
"so placed as to have shelter from sun, rain 
and cold and that they shall receive a due 
share of teaching of the school" (Cotton 
1898: 355]. Thus untouchable children who 
were allowed into ordinary schools were 
invariably seated on the verandah! 

The early response to schooling from the 
untouchable communities themselves was 
significant. In the 1850s itself Elphmstone 
noted. "... the missionaries find the lowest 
classesthc best pupils”. However, the official 
attitude towards the education of the 
untouchables is reflected in Elphinstone’s 
subsequent statement, "we must he caretul 
how we offer any special arrangement to 
men ot that description.... and it in to he 
feared that if our system ol education lirst 
took root among them, it would uevci spread 
further, and we might find ourselves at the 
head ol a new class supcriot to the rest in 
useful knowledge, but hated and despised 
by the castes to whom these new attainments 
would always induce us to prelei them" 
fquoted in Ainhedkar 1982*4151. 

It is significant that the refusal ol admission 
lo an untouchable hoy hy the head ot the 
government school was brought lo the 
Bombay High Court as earl) as in 1856 
(Keer 197l:4| In later years, reports reler 
to the 'constant pressure cxciciscd to secure 
claims ol low caste Hindus, in receive 
instruction*. Further "there in evidence that 
a lew low caste hoys of ability have already 
advanced beyond the elementaly Mage and 
are demanding an entrance into secondary 
schools" (Huntci 1882:1491. 

Night schools were also extremely popular 
among the depressed classes despite the tact 
that they taught only the most elementary 
skills. The report 4)1 the Humor commission 
records that in Kmra. Gujarat, "the night 
school is exclusively attended hy low caste 
men and the towns people have frequently 
remonstrated against their education" 
Funhei, "notwithstanding the remonstrances 
ot their neighbours, the mahars ot Bombay 
arc in some places crowding into the night 
school” [Hunter 1882:147J. 

Initiative was also taken by the first 
generation of educated untouchables to 
press lorgrcalcr learning opportunities lor 
their communities. Gokhale refers lo the 
informal process by which teachers emerged 
within the untouchable inaliar community. 
Individuals with "rudiments of an education 
in a mahar primary school would under¬ 
take education of mahar (and other un¬ 
touchable) children in the village." (Gokhale 
1990:229-32|. Retired mahar military men 
were in the forefront of those who agitated 
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for reforms in education. There are also 
scattered references to individuals who sei 
up hostels and educational institutions lot- 
untouchable youth (Gokhale 1990:229-321. 
Kamblc also mentions that magazines and 
newspapers were published by enlightened 
mahars toeducate and politicise their people. 
One of these papers published at the turn 
of the century was aptly called Vital 
Vidvansak <Destroyer ol Umouchability) 
[Kamblc 1983:42]. Attention must also be 
drawn to the missionary zeal with which 
social reformers like Jotirao Phulc and 
Bhaurao Patil took up (he cause oi the 
untouchables in the second hail ot the 19ilt 
century and the first half ol 20th cemuiy 
Enlightened rulers like Sahu Mahuraj ol 
Kolhapur and the princes ot Baroda and 
Travancore did much to bring education to 
the untouchables (Kamblc I983|. 

The singular role that Ambedkat played 
in the upliftmcni ol the untouchables m ihc 
early 20th century and the importance dial 
he gave to modern education lor their 
betterment deserves special emphasi> In 
conferences, lectures and meetings 
Ambcdkar exhorted untouchahle youth to 
acquire education in ordei to iai.se then 
social status and image As early as 1924. 
he established the ftahiskru llnkuimi Sahha 
which had among its objectives die opening 
of hostels, hbianes. social centres and 
classrooms where the untouchable youth 
could study. In 1928. Ambcdkar established 
the Depressed Classes Education Society to 
organise school education on a sound basis' 
[Keer 1971). The People's Education Sik ictv 
that Ambekdar established m 1945 was m 
tune with his conviction regarding the ioIc 
that education could play m the social and 
economic advancement of the untouchables 
As Thakkar observes. Ambcdkar’s ideal loi 
the untouchables was to raise their 
educational standuidssothai they may know 
theii own conditions, have aspirations lo rise 
to the level of the highest Hindu and be in 
a position to use political power as u means 
to that end* (Zelliot 1972:77). This is best 
re Heeled in Amhcdkur’s famous slogan 
Educate. Agitate and Organise*. 

Qi.auty oh Schooling 

A significant proportion of untouchable 
children who received formal education 
during British rule did so in missionary 
(aided) and special (government) schools 
meant exclusively for them. In Madras 
presidency, for instance, only 7 per cent of 
school-going untouchable children in 1931 
studied in ordinary or common schools not 
reserved lor the 'exterior’ castes (Hutton 
I933:487]. 4 

Schools lor the untouchables were mainly 
confined to the elementary stage. Few 
children actually availed of further education 
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for tyhieh they had to seek admission in 
common schools. For instance, in Madras 
presidency, while around 4 per cent of the 

exterior' caste population was enrolled in 
schools m I9M only 1 per cent of these 
school children were found beyond the 
primary stage [Hutton 1933:487]. 

The qualii> of schooling provided to the 
untouchables appears to have been poor 
though adequate details are not available 
| Richley 1923:206). The report on education 
in Bombay Mate (1855-1955) notes that 
separate schools provided for the 
untouchables wcie inellicicnt and lor the 
most part ‘one-teacher* schools (1958:424). 
Night schools as mentioned earlier were 
popular However only the barest minimum 
ol reading and writing skills were given to 
lowci and lahouimg castes in such schools. 

Recruiting suitable teachers for special 
schools was an acute problem. Sharp 
comments on the 'unreadiness ol teachers 
ol hotter caste to take up the work and the 
paucity ol qualilied teachers among the 
depressed" | Sharp 1918:207], Individuals 
from lowei castes and Muslims formed the 
hulk ol teachers in schools that catered to 
untouchables |Nathan 1904: 393| The 
training ol untouchable youth as teachers 
wasaslow anddilhcull process The Bombay 
state review notes that ‘segregation was 
generally allowed' in teacher training 
colleges in defci cnee to the popular prejudice 
and with this compromise, the training of 
scheduled caste (SC) pupils as teachers of 
primary schools was pushed ahead’. 
However, public opposition to the 
untouchables was so immense that even in 
1921-22, ’ll wasnexi to impossible to appoint 
a scheduled caste tcachei as the headmaster 
ol a common school" | Bombay 1958:417j. 

As mentioned earlier, missionary and 
special* schools for untouchables offered 
mainly primary education. Where such 
schools were available, contact of 
untouchable pupils with caste Hindu 
classmates (and often teachers) may have 
been postponed for a few years. At the 
middle stage, as well as where only common 
schools existed, untouchable children faced 
virulent caste picjudiee in the classroom. 
Some instances have already been touched 
upon in the discussion on the opposition of 
caste Hindus to the education of the 
untouchables. 

Official reports lend to ignore or gloss 
over the deleterious effects that segregation 
and discrimination within schools could have 
had for the learning experience of 
untouchable children. Richley in his report 
on the Progress of Education (1917-22) refers 
to the practise of seating untouchable children 
apart from higher caste pupils in ordinary 
schools. He comments that ’such segregation, 
much as it is to he deprecated cannot seriously 
affect the children’s education’. However, 


he concedes, ‘there can be little advantage, 
except possibly in prestige gained by an 
Adi-Dravida child, who on admission to 
school is seated outside the building*' 
[ Richely 1923:206]. The review of education 
in Bombay state, (1 855 - 1 955 ) records "there 
were several orthodox teachers who ref used 
to touch them (untouchables) anAcorrected 
their exercises from a distance... They often 
have to sit apart sometimes on verandahs 
and sometimes on the window and thus 
cannot rccctve their due share of attention 
front the teacher [Bombay 1 958:4 16, italics 
mine). 

The experience of the untouchable child, 
often a first generation learner and frequently 
the only one from his community to go to 
school, must however have been traumatic. 
As Isaacs says, ‘‘the lonely little boys who 
made their way to school in many scattered 
places in India during the first 30 years of 
this century had to accept the bluntest type 
ol rejection and had to be able to persist in 
the face of it year after year to get through" 
(1965:75). 

There are only a few reminiscences of 
schooling in the caily 20ih century by the 
untouchables themselves. Those that arc 
available vividly sketch the humiliating 
experiences of children who were forced to 
sit on the dirt outside the classroom or on 
separate benches, and whose polluting 
presence was harshly brought homo to them 
on several occasions | Isaacs 1965: Aggarwal 
1983; Bombay 1958]. In this context, 
Bhimrao Ambedkar's experience is 
revealing. Despite the advantage of birth in 
an educated family that was exposed to non- 
iraditional employment. Ambcdkar faced a 
hostile environment in school. Kect, his 
biographer, relates how the child. Bhim. had 
to sit on gunny hags in a corner of the 
classroom along with his untouchable 
classmates. He was not allowed to answer 
questions for fear of polluting the teacher 


Caste Hindu pupils were afraid that if 
Ambedkar touched the blackboard he would 
pollute their lunch boxes kept behind it! tn 
high school. Ambedkar was prevented from 
studying Sanskrit as the language was 
considered the key to the vedas (Keer 
1971:12-19], 

What emerges from such experiences is 
the crucial role of the ‘significant other’m 
bringing the untouchable child to school and 
motivating him to stay on in a system that 
provided little succour. An inspired father, 
an enlightened teacher or philanthropist were 
invariably crucial actors in the education of 
untouchable children [Isaacs. 1965:69]. in 
Ambedkar’s case, his success in the high 
school examination publicly celebrated as 
an uncommon achievement as well as his 
receiving the first ever doctorate by an 
untouchable may have not been possible but 
for the support received from his father, the 
encouragement given by a school teacher as 
well as financial assistance made available 
by the maharajah of Kolhapur (Keer, 1971 ]. 

Thus, while the institution of formal 
schooling provided opportunities for 
learning, in practice it offered lew supports 
to untouchable communities which had been 
denied human dignity. On the other hand, 
through the policy of segregation in separate 
schools and non-interference in classroom 
practices, the decision-makers in education 
helped extend the practice of untouchability ’ 
to the precinct of the school. In this context, 
the roles of the teacher or master were well 
defined - “it is not desirable for masters or 
inspectors to force on a social change which 
with judicious treatment will gradually be < 
accepted by society” [Hunter 1882:517]. 

The actual spread of schooling among the 
untouchables was extremely slow in pre- 
independent India. In 1917. barely 1.04 per 
cent of the population of depressed classes* 
were at school [Sharp 1918:204], The 
spread of schooling was uneven across the 
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Population 
of EC* 

Pericniagc 
ol Tola! 
Population 

Percentage of 
EC Li le rale 

Percentage of 
EC'** in School 

Literacy in*** 
General 
Population 
(Per Cent) 

India 

50.195,770 

14 

1.9 

na 

9.5 

Provinces 

39.064.009 

14 

1.6 

na 

9.9 

(Total) 

Bengal 

6,899.809 

14 

5.0 

5.4 

111 

Bihar and Onssa 

5.774,393 

15 

0.6 

0.4 

5.3 

Bombay 

1.750.424 

8 

2.8 

3.6 

10.8 

Madras 

7,234,104 

15 

1.5 

4.8 

10.8 

United provinces of 
Agra and Oudh 

11,322.281 

23 

0.5 

1.1 

5.5 

Central provinces 
and Berar 

2.818,346 

18 

1.5 

1.5 

6.6 


* EC - Exterior Castes. As mentioned earlier the term Exterior Caste was substituted for Depressed 


class in the 1931 census. 

** Figures have been taken from the education department. 

*** Literacy rates are based on the population of ages 5 and above. 
Source: Hutton (1993). Census of India, 193!, Vo! 1. India , Part I ( Report ) 
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provinces. Madras had ihe highest percentage 
of its untouchable population in school, 
2.13 per cent, followed by Bombay 1.87 
per cent. The United Provinces which had 
the largest number of people identified as 
belonging to the 'depressed classes* had the 
least number of persons in school, 0.13 per 
cent [Sharp 1918). 

In 1931 the percentage of school-going 
'exterior caste* population registered an 
increase over that in 1917. However this 
increase was marginal. It was only in Bengal 
that at least 5 per cent of the ‘exterior caste’ 
population participated in schooling in the 
early 1930s. Literacy rates were hence 
abysmal. Less than 2 per cent of the total 
population categorised as ‘exterior castes’ 
were literate in 1931 (Table 1). Literacy 
rates varied in the different provinces. As 
can be seen m Table 2. the depressed classes 
bore no comparison to the upper and middle 
castes where literacy was concerned. 
However there were sharp variations in 
literacy among the untouchables as well. 
Castes such as the mahars of Bombay and 
paraiyans of Madras presidency were 
relatively more educationally advanced as 
compared to the cherumars, chamars and 
bhangis.' 

Early access to regular sources of income 
and opportunities for schooling, urbanisation, 
political mobilisation and enlightened 
leadership were among the socio-historical 
factors that were responsible for the initial, 
though meagre, spread of education among 
some sections of the untouchables in pre- 
independent India. [Chitnis 1981; 
Patwardhan 1974], The mahars of the 
Bombay presidency are an important 
example. The mahars were an untouchable 
community but were not among the most 
polluted of castes, such as the scavengers, 
upon whom fell the sub-human task of 
removal of ‘night soil’ [Zelliot 1972:75]. 
mahars were the traditional 'general village 
servants’ who were not tied to any specific 
occupation and were thereby spatially more 
mobile than other untouchable caste groups. 
They were in a better position to avail of 
new opportunities for regular income that 
came with British rule. These included 
recruitment in the army, cotton mills, dock 
yards and so on. as well as domestic service 
in British homes. The 1921 census showed 
that only 13.5 per cent of the mahar working 
force were employed in traditional caste 
based occupations [Zelliot 1972: 74-45]. 
Efforts by the mahars themselves for the 
spread of education have already been 
highlighted. It is significant that political 
apd social mobilisation among the mahars 
. Wasspearheaded by the early educated among 
them. These movements gave considerable 

ortancc to education as a tool for the 
betterment of the economic and social status 
ttf die community. 


%14 


II 

Ex-Untouchables In Independent India 

Independent India offered to the 
untouchables (now officially called 
scheduled castes) the promise of a life of 
dignity through a number of protective 
measures written into her constitution. The 
abolition of untouchability (article 17), 
prohibition of ‘begar’ or forced labour (article 
23), positive discrimination in appointment 
to government services and posts (article 
335) and so on. There is also a clear directive 
that the state shall promote their educational 
and economic interests and protect them 
from social injustice and all forms of 
exploitation (article 46) |Radhakrishnan 
1991:1911J. However, scheduled caste 
communities or dalits, as they often prefer 
to call themselves, arc still plagued hy both 
poverty and pollution. 

According to the 1981 census, only 28 per 
cent ofthedalit working population cultivate 
their own lands. The bulk ofdalit cultivators. 
68.9 per cent, own marginal land holdings, 
i e, below 1 hectare [India 1988:254]. As 
much as 48 per cent of the rural workforce 
are agricultural labour and this reflects the 
economic and social dependence of dalits 
on the upper castes, indebtedness and 
destitution (often bondage) is the lot of a 
large number ofdalit families. In 1976. a 
national survey estimated that there were 
around 26 lakh bonded labourers in 
agriculture of which 62 per cent were ex- 
untouchables [ioshi 1986:2]. Around 71 per 
cent of ex-untouchables agricultural 
labourers surveyed in the Rural Labour 


Enquiry (1974-75) were found to be in debt, 
mostly to moneylenders, shopkeepers and 
landlords [Joshi 1986:2]. 

Only 18.7 per cent of the dalit population 
live in urban India. Here again, except lor 
a small section of workers, the majority are 
in the low income and the least prestigious 
occupations. SCs are found predominantly 
in class IV positions in government services 
where reservation of posts is provided for 
them [India 1980:482]. Someex-unlouchable 
communities, for instance the bhangis, 
continue to perform their traditional 
occupation of sweeping and scavenging even 
when employed in the government sector. 
A study of bhangis in Jodhpur city indicated 
that 75-85 percent of those with employment 
were sweepers |Shymlal 1984:74]. 

While untouchability has been legally 
abolished, studies, reports and newspaper 
accounts suggest that this pernicious practice 
is still widespread particularly in rural India. 
However, the magnitude of untouchability 
and its relative hold on different spheres of 
society today is yet to be understood. A 
survey conducted of 1,155 villages in 12 
states found that 53 per cent of sample 
villages still barred members belonging to 
hereditary untouchable castes from using 
village wells [India 1980). A few years earlier 
Desai's study revealed that 74 per cent of 
69 villages surveyed in Gujarat practised 
untouchability in relation to water facilities 
[Desai 1976:258]. A more recent study of 
two districts in Rajasthan noted that ‘clean* 
castes by and large do not accept water from 
utensils of SCs [Lai and Nahar 1990:65]. 
Access to temples as well as to services of 


Table 2: Literacy among Castes in the Provinces (1931) 




1931 

1921 


Province 

Male 

Female 

Male 

Female 

Bombay 

Brahman 

78.8 

23.1 

65.2 

144 

Mahar, Dhed 

6.3 

0.5 

2.3 

0 1 

Bhil 


1.0 

- 

0.4 

Madras (including Cochin and 
Travancore) 

Brahman 

80.0 

28.6 

60.8 

15.2 

Nayar 

60.4 

27.6 

491.1 

21.5 

Pallan, Paraiyan 

3.6 

0.6 

3.7 

0.3 

Cherumar 

1.3 

0.3 

0.8 

0.1 

Central Provinces and Behar 
Baniya 

59.8 

7.4 

43.0 

4.1 

Brahman 

58.1 

12.2 

38.6 

6.3 

Chamar 

1.6 

0.1 

0.8 

0.1 

Bihar and Orissa 

Kayostha 

60.5 

11.8 

59.1 

8.4 

Brahman 

35.6 

2.8 

30.4 

1.9 

Dhobi 

2.9 

0.2 

2.0 

0.1 

Dosadh 

1.2 

0.1 

0.8 

0.1 

Chamar 

1.0 

0.1 

0.8 

- 

United Provinces 

Kayostha 

70.2 

19.1 

52.3 

9.0 

Brahmin 

29.3 

2.5 

19.1 

1.3 

Bhangi 

1.0 

0.1 

0.5 

- 

Chamar 

0.6 

- 

0.2 

- 


Source : Hutton (1933), Census of India 1931 , India Pari-1, Report. 
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other occupational castes is still not common. 
Inter-dining between the ex-untouchables 
and other castes is also rarely reported in 
studies [Lai and Nahar 1990:65-66]. Physical 
violence against dalits is a common 
occurrence and finds frequent mention in 
newspaper reports. Very few atrocities are 
actually registered under the Protection of 
Civil Rights Act of 1955. Further, of the few 
that are reported only a negligible number 
of offenders are actually convicted. This is 
not surprising given the vulnerability of 
both victims and witnesses [Radhakrishnan 
1991:19181. 

The relative anonymity that results from 
the nature ot urban social organisation 
accounts for the oven absence of untouch- 
ability in the city. However, residential 
segregation of SC families has been observed 
in many cities and house owners are often 
unwilling to have ‘untouchables’ as tenants 
[Ram 1988; Malik 1979]. In the context of 
interpersonal relations, it has been noted 
that “even mobile SCs do not get the same 
social status in society as is given to 
members ol the higher castes as they are on 
the wrong side ot the barrier of pollution” 

| Malik 1979 511 

Schooi i\<; oi Ex-U ntouchables 

The spread ol schooling among the ‘ex- 
untouchables’ must be seen in the context 
of the state ol education in post independent 
India. Certain broad trends are visible, 
noticeably the neglect of education especially 
at the primary level, the gradual privatisation 
of quality' education and as will bediscussed 
later, the expansion of non-formal learning 
programmes tor the educationally backward*. 

The proportion of plan resources allocated 
for the education sector has not only been 
relativcl) meagre but it has also declined 
considerably over the years. From an 
allocation of 7.9 per cent in the First Plan, 
the education sector received only 3.6 per 
cent of plan resources in the Seventh Plan. 
In the Eighth Plan outlay, allocation for edu¬ 
cation has been raised to around 4.9 percent. 

Within the education sector, the share of 
primary education has been drastically 
pruned from 40 per cent of total direct 
expenditure in 1950-51 to around 24 per 
cent in 1983-84. The proportion of 
expenditure on middle school education 
increased from 8.46 per cent to 17.13 per 
cent during the same period. (Table 3) [India 
1992:497-98]. The last few years have 
witnessed an ‘apparent’ shift in allocations 
towards elementary education [Verghese 
1994:9]. Figures from relevant budget 
documents reveal that the central plan outlay 
for elementary education increased from 
Rs 284 crores in 1992 to R$ 523 crores in 
1994-95, an increase of around 84 per cent. 
During this period the magnitude of increase 
in allocation for secondary education was 


44 per cent and higher education around 36 
per cent [Verghese 1994], Whether there is 
a qualitative change in emphasis in favour 
of the elementary education will depend not 
only on the quantum of increase in budgetary 
allocations to this sector but also on the 
specific programmes that received a large 
share of resources. 

The number of elementary schools has 
increased from 2,23,267 in 1950-51 to 
7,05,028 in 1991. The rate of growth of 
schools has declined in each successive 
decade especial ly at the primary stage. During 
1950-51 to 1960-61 the number of primary 
schools increased by 5.8 per cent per year. 
In the 1970s, the increase wits of the order 
of 2.1 percent. Between 1980-81 and 1990- 
91 the rate of increase in primary schools 
in the country fell to 1.3 per cent (India 
1993A: 11 ]. The quality of physical facilities 
lor education is poor especially in rural 
schools which receive an inadequate share 
of budgetary allocation/* This is reflected in 
the facilities available for elementary 
schooling especially at the primary stage. 
According to the Fifth All-India Education 
Survey (1986), 45 per cent of rural primary 
schools do not have a ‘pucca’ building, 
31.27 per cent are taught by a single teacher. 
48 per cent are without blackboards and 17 
per cent manage without adequate supply of 
chalks. As far as basic conveniences are 
concerned, around 96 per cent of schools 
have no lavatory and barely 45 per cent have 
drinking water facilities [NCERT1992:992], 
The state of rural middle schooling is only 
marginally beuer as can be seen in Table 4. 

The management of schools at the 
elementary level is mainly with government 
and local bodies. In 1986, only 4.6 per cent 
of rural schools at the primary stage were 
privately managed whether aided or unaided 
by government [NCERT 1992]. Data from 
the NSSO (42nd round) also shows that as 
many as 53.06 per cent of all students in 
general education in rural areas are in 
government primary schools while only 7 
per cent are in private primary educational 
institutions [NSSO 1989], Private schools 
predominate in secondary and higher stages 
of schooling and particularly in urban areas. 
As many as 68.22 per cent of secondary 
and 60.42 per cent of high secondary 
schools in urban areas are privately managed 
[NCERT 1992 A]. In recent years private 
unaided schools (which include elite public 
schools that are seen to provide ‘quality 
educarion’) have expanded at the primary 
level as well. For instance in 1986, private 
unaided schools comprised 18.76 per cent 
of urban primary schools [NCERT 1992 A], 

Access to Schooling: Schooling is not 
adequately available within easy accesseven 
at the primary stage. In rural areas 53.85 per 
cent of general habitations (excluding 
predominantly SC and ST habitations) do 
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not have* primary schools within them and 
only 86.15 per cent have this facility within 
a distance of one kilometre. The availability 
of schooling varies with the size of the 
habitation. The more densely populated 
habitations have better schooling facilities; 
as compared to those that are relatively more 
sparsely populated. For instance while 99,36 
per cent of general habitations with a 
population of5,000 persons and above have, 
primary schooling facilities within a 
kilometre, this is so in 94.96 per cent of 
habitations with 500-999 persons and in 
only 63.07 per cent of those with less than 
100 inhabitants [NCERT 1992). 

Data that has been made available by the \ 
NCERT survey (1986) reveals that daliti 
communities have relatively poorer access 1 
to schooling when compared to the genera)! 
population, in terms of the distance at which 1 


Table 3‘ Direct Expenditure on Recognised \ 
Educational Institutions } 

(Rs tn iakhji 


Year 

Total Direct Exp 
All Institutions 
Total* 

lenditurc on Education 
Primary Middle 
Level** Level**: 

1950-51 

9105 

3648 

770 ; 


(100) 

(40.07) 

(846) j 

1960-61 

25736 

7345 

4292 


(100) 

(28.54) 

(16.68) 

1970-71 

96107 

23457 

17094 


(100) 

(24.41) 

(17.79) 

1980-81 

354268 

82516 

61225 


(100) 

(23.29) 

(17.28) 

1983-84 

542832 

131985 

92996 


(100) 

(24.31) 

(17.13) j 


* Gives total direct expenditure on recognise^ 
institutions at all levels of education for Ihej 
given years. j 

** The share of total direct expenditure on dtia 
level of education is given in parenthesis 
below. j 

Source : India 1992 . Statistical Abstract . India\ 
1990. \ 
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Table 4. Facilities for Elementary Schooling^ 
in Rural India < 1986) 

(PerCent 

Facility Level of Schooling* 

Available Primary Middle 

‘Pucca* buildings 54.49 66.38 

Single teacher only 31.27 na < 

Adequate supply of chalks 82.78 92.38 

Usable black boards 51.54 76.20 

Lavatory 3 19 12.84 

Drinking water within 

premises 44.50 63.39' 

Total no of schools** 475823 113087 

* The percentage of rural schools with ead 
facility m given separately for the primary an 
middle (upper primary) level. 

** Facilities available relate to schools havioj 
priinary/middle classes only except for 'bW 
boards' which are given for primary school 
as well as primary/middle sections * 
composite schools. 

Source: NCERT (1992), Fifth AUInM 

Education Survey, Vol 1. ' 



' these facilities are available. There aie for 
instance, primary schools/sections in only 
37.67 per cent of predominantly SC 
habitations. For 81.59 per cent of these 
habitations schooling is available within a 
distance of one kilometre (Table 5). Smaller 
habitations (with less than 300 persons) 
account for 56 per cent of all predominantly 
SC habitations. Schooling is available within 
a kilometre for 73.7 per cent of these 
habitations. SC habitations are even more 
poorly served where middle schooling is 
concerned. As can be seen from Table 5, 
only 29.2 per cent habitations have middle 
schools within a kilometre, while 25.57 per 
cent of these habitations are unserved with 
middle pr upper primary schooling even at 
a distance of 3 kilometres [NCERT 1992]. 

Facilities for elementary schooling appear 
to be available within a kilometre to around 
92 per cent of scheduled caste habitations. 
However, information on the physical 
accessibility of schools within a 'reasonable* 
distance gives no indication of how socially 
accessible* the institution actually is. Social 
accessibility becomes critical for 
communities that face discrimination and 
continue to live in relatively segregated 
habitations. Forinstance, Menchcrinastudy 
of Chinglepet district, Tamil Nadu, in the 
late 1960s observed that a factor inhibiting 
the education of Pariyan children was that 
'students had to walk through the upper 
caste section of the village in order to reach 
the school’ [Meneher 1972:541. A more 
recent study notes that 'in the 28 panchayats 
of Tikamgarh block (Uttar Pradesh) where 
untouchability seems to persist more firmly, 
about 50 per cent of harijan children have 
not been able to join schools'. It is mentioned 
that 'while there are a number of reasons for 
this, discrimination is certainly an important 
one [Jalaludm 1991:233]. 7 

The relatively poor spread of middle (and 
high) schooling makes hostel facilities critical 
for post-primary education of dalit 
communities What i s the state of residential 
facilities made available to dalit children to 
pursue their studies? Little is known on the 
subject except for a brief mention of SC 
hostels in a few studies. Chitnis refers to the 
comments of the Basumatrai committee 
report (1970) which listed serious 
shortcomings in the functioning of hostels 
for SC students. She notes that the committee 
hake observed that ‘some of the hostels are 
housed in totally unsuitable buildings and 
jurroundings, and that the living conditions 
yf inmates are far from satisfactory* 
J981:l 15]. A survey of the SC hostels in 
Wthra Pradesh in 1972 reveals that ‘many 
lostels that were listed were non-existent; 

were its inmates' [Chitnis 1981:116-17]. 
fhe 21st report of the commissioner of 
scheduled castes and tribes concludes that 
ipstels in many states and union territories 


'are generally overcrowded and admit mote 
inmates than the sanctioned strength. The 
hostels are in small buildings leading to 
congestion, and unhygienic conditions' 
[India 1974:62]. 

Participation in Schooling: What is the 
magnitude of participation of dal its in 
elementary schools? Data from the census 
(1981) reveals that only 32.21 per cent of 
dalit children (aged 5-14 years) actually 
attend school: K The proportion of ‘out of 
school' dalit children is far greater than that 
in the general population in both urban and 
rural areas (Table 6). What is also striking 
is the abysmal participation of rural girls in 
schools. Table 6 indicates that barely 17.39 
per cent of dalit girls (aged 5-14 years) in 
rural areas participated in schooling in 1981 
[India 1989|. A perusal of rural school 
enrolments indicates that girl comprise 37.19 
percent of dalit pupils enrolled in primary 
schools, 27.87 per cent of those in middle 
schools and only 23.64 per cent of those at 
the secondary stage [NCERT: 1992A], 

Dalit students mainly avail of schooling 
facilities provided by government (and local 
bodies). Data from the NSSO (42nd round) 
indicates that 89.49 percent of all SC students 
in general education in rural areasarc enrolled 
in government institutions. Students other 
than those belonging to the SC and ST arc 
found in relatively greater numbers in private 
institutions. For instance while 20.77 per 
cent of ‘other* (non-SC/ST) students in 
general education in rural areas are in private 
institutions, this is true of only 10.09 per 
cent of SC students [NSSO 19891. School 
enrolment figures suggest that there is a 
relatively high degree of drop-out among 
dalit pupils as they proceed through school. 
Table 7 reveals that 49.62 per cent of SC' 
children leave school between class I and V, 
67.78 percent between class I and VIII and 
79.88 per cent fail to reach class X. The per¬ 
centage of drop-out among female children 
considerably exceeds that among males. 

There has been a tendency to emphasise 
economic factors such as. poverty, parti¬ 
cipation of children in work and so on as 
largely contributing to dalit children droping 
out of school [Yadav 1991:26]. No doubt 1 
these factors are of importance in explaining 


the phenomenon of wastage i«t education 
and will be discussed in a later section. What 
is crucial is that a significant proportion of 
dalit families are today ready to send their 
children to school and do so as reflected in 
class 1 enrolments. In 1986 for instance, 
dalit children comprised around 18 per cent 
of the 248 lakh pupils in class 1. The fact 
that as many as 50 per cent of dalit children 
who enter primary school should leave by 
class V (the majority of whom discontinue 
even before the end of class II) points u> the 
need to also understand the extent to which 
schools fail to create conditions that 
encourage retention. 4 Here, the learning 
environment that dalit children experience 
in terms of education facilities provided, 
quality of instruction received as well as the 
nature of school processes will be important. 

Quality of Schooling : As discussed in an 
earlier section, the general quality of 
schooling especially at the primary stage is 
extremely poor. Table 4*shows that the 
basic educational infrastructure as well as 
minimum civic amenities are absent in a 
significant proportion of schools especially 
in mral areas. Official data on the quality 
of schools that cater predominantly to SC 
children (by virtue of being located in their 
habitations) is not separately available. 
However, it has been observed that the 
'quality of inputs and the functioning ot 
schools especially those which had a large 
percentage of SC and ST students left much 


Table 6: Participation in Schooling (1981; 



Children (5-14 Years; A wending 
School (Per Cent) 

Scheduled 

Caste 

Total 

Population* 

Rural 

28 95 

38.80 


(17.39)** 

(28.4) 

Urban 

49.70 

65 17 


(41.53) 

(60.64) 

Total 

32.21 

44 20 


(21.22) 

(34 8) 


* Includes scheduled caste and scheduled tribe 
children. 


** Percentage of girls attending school in the 
5-14 year age group are gi ven in parenthesis. 
Source: India (1989), Census of India IN9I. 
Series - / Part /VA. VII (SC/ST), 


Table 5: Availability or Elementary Schooling in Rural Habitations (1986) 


Availability of 
Schools/Sections 

General* Habitations 
(Jer Cent)** 

Scheduled Caste Habitations 
(PerCent)** 

Primary 

Schooling 

Middle 

Schooling 

Primary 

Schooling 

Middle 

Schooling 

Within the habitation 

53.85 

13.13 

37.67 

2.78 

Within 1 km 

86.15 

32.188 

81.59 

29.20 

Within 2 km 

96.22 

55.529 . 

94.56 

54.84 

Within 3 km 

- 

74.00 


74,43 

Beyond 3 kiri 

1.. J_J._ 

26.00 

O .L JT ■ l M 

- 

25.57 


* General habitations exclude predominantly Scheduled Caste and Scheduled Tribe habitations. 
** These are percentages of habitations that have each schooling facility at the given distances. 
Source : NCERT (1992), Fifth All India Education Survey. 
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10 he desired* (India 1988:303]. A study of 
school drop-outs among 'Harijan 1 children 
in IJUar Pradesh also stresses that the physical 
conditions ol the schools are of deplorably 
low standards and arc partly responsible for 
their inability to retain dalit pupils [CIRTPC 
1975:79. !I5|. 

A report by an advocate of the Cochin 
High Court on a school catering to dalit girls 
in Idukki district. Kerala, is revealing. The 
study which rinds a special mention in the 
commissioner’s report (1986-87) notes that 
’there were 4(XJ '.indents for whom there 
were only 25 benches and 25 desks. Most 
ot the students were forced to sit on the cold 
damp cement floor. There was no toilet, 
latrine or urinals available for the use of the 
pupils. The supply of textbooks and note 
books was quite inadequate. There were 12 
sanctioned posts for the school whereas only 
rive had been rilled up and at the lime of 
the enquiry two teachers were on leave... 
The environment ol this institution was 
reported to he very dirty as the ground was 
swampy and there were cow-dung heaps and 
firewood stocked all over the area' 

11988:303). 

In the absence ol adequate data it is not 
possible to make generalisations regarding 
the facilities available in ‘predominantly 
dalit' schools. However, it is obvious that 

11 the quality ol inputs in schooling is poor, 
the learning environment that is provided, 
particularly lor first generation learners will 
be adversely affected. 

(warning in Schools' How well are school 
children equipped with scholastic compet¬ 
encies, at least those usually associated with 
caily education 1 ’ Data is relatively scanty in 
this icspcci. I lowevei. a study of more than 
8.000 children in the Hindi speaking stales, 
conducted between 1969-71, suggests that 
achievement levels ol children in general arc 
poor even m basic skills of reading and 
comprehension (Kurnen 1983]. The study 
which compares pupils across three age 
groups, suggests that the initial poor 
achievement in reading of 10-year-olds 
deteriorates within school as reflected in the 
achievement of older children (Kurnen 
1983:130-131]. 

More recent findings of studies on the 
achievement of children at the primary stage 
of education are a cause fot concern. Schools 
in 46 districts in eight states were surveyed 
as part of the district primary education 
programme of the ministry of human 
resources development. The learning levels 
of over 50.000 students were assessed. It 
was found that in none of the 46 districts 
surveyed did primary school students achieve 
an average score of 80 per cent in the basic 
letter and word reading tests that were 
administered to assess their learning levels. 
In many districts students could barely read 
five to eight words correctly. Children also 


fared poorly in basic numerical skills [The 
Times of India 1994], 

Lamenting, virtually every child suffers 
for want of an imaginative curriculum and 
pedagogy’, Kurrien underlines in particular 
the detrimental effect that deficiencies in 
schooling have on ‘early learning* of children 
from poor and illiterate backgrounds 
(1983:179-80) An intensive study of 120 
grade I pupils of a Bombay municipal school. 
80 per cent of whom were from SC, ST and 
backward classes, bears out Kurnen’s point. 
A majority of children were found to have 
deficiencies in each of the eight dimensions 
of language ability, with a sizeable number 
having serious inadequacies |Jala!udin 
1991:1981 Similar results were observed in 
language abilities of children in grades II 
and III of a municipal corporation school in 
a ‘backward area' of Baroda. It was found 
that the majority ol children could not read 
at all including simple two letter words 
(Jaluludm 1991 ■ 198). Again, a study oi 60 
schools m selected districts of Maharashtra, 
found that in only nine schools did all Mudenis 
pass Std I The commissioner for SC and 
ST who reported the study notes that the 
problem of failure was 'more in single teacher 
schools and schools having a large percentage 
of SC and ST students on their registers’ 
These schools had a low percentage of 
students passing Std I and a still low'cr 
percentage ol those passing Std IV. In nine 
schools having a vast majority ol students 
belonging to SC and ST. there was not a 
single student who passed Std IV’ (India 
1988:299). 

Inadequate inputs (including teaching) and 
consequently the poor quality ot education 
has meant that the vast potential for children 
to benefit from early learning is barely tapped’ 
[Kurnen 1983 179f This is likely to hold 
true for dalit children who may be less able 
to compensate (through educated parents, 
paid tuitions and so on) for deficiencies in 
the quality ot schooling. On the other hand, 
it has been shown that the performance of 
children can he improved through conscious 
efforts at pedagogy (Jaialudin 1991; Kurrien 
1983 J. For instance, a short-term programme 
initiated to improve the language skills of 
children in the earlier mentioned Baroda 
municipal school study showed ‘quite 
dramatic results’. At the end of the 


programme, ‘a majority of children were not j 
only recognising most letters, but were also 1 
able to read words and simple paragraphs* ] 
(Jaialudin 1991:199], Kurrien quotes al 
study referring to the field experiences of ] 
the Homi Bhaba Centre for Science j 
Education (HBCSE), Mumbai, which | 
suggests that ‘when teachers were aware of f 
the linguistic difficulties of first generation 1 
students and were given specific guidance; 1 
to overcome disabilities, the performance ,j 
and participation of students in the classroom - j 
improved’ (Kurrien 1983:137). j 

The HBCSE also carried out a two-year] 
programme to improve the performance oD 
SC/ST children in the secondary school * 
certificate examination. For the project, 33] 
students who averaged 40 per cent till f 
class VIII were selected from the Bombay | 
municipal corporation schools. Withl 
pedagogic input of only two and a half hours S 
every week lor about 30 Saturdays in a year, j 
the performance of the students improved i 
to an average of 80 per cent in the SSCj 
examination* [Jaialudin 1991 : 190 |. f 
Thus, when dalit and other ‘educationally ] 
backward’ pupils arc provided with learntngi 
opponunities as well as effective pedagogic] 
supports to acquire specific language,! 
numerical and other competencies, they are] 


Tabus 8 Scholarships for Students in 
Glnlral Education (1986-87) 


Region/ 
Level at 
Which 
Enrolled 

Students 

Receiving 

Scholar¬ 

ship 

iNo) 

Average Beneficiaries] 
Amount from ] 

Per Scheduled j 

Siudem Castes i 

(Rsi t Per Cent)* | 

Rural ] 

Primary 

2 36 

90 

40.42 f 

Secondary 

9,93 

167 

.19.99 J 

Others 

12.59 

539 

51.76 | 

NR 

9.80 

137 

254*6 ] 

All 

5 51 

183 

41,28 j 

Urban { 

Primary 

1.32 

115 

45.03 t 

Secondary 

6.91 

217 

45.49 } 

Others 

7 05 

653 

18.85 | 

NR 

8.87 

131 

73.07 J 

All 

4.20 

294 

44.20 ] 


* This gives the preccntage ol students wh<f 
receive scholarships because they belong tq 
the scheduled caste. I 


Source: NSSO (1989). Tartu tpalion ilj 
Education, 42nd Round. ) 


Tauii7 Dkoi'-Oui R Airs of School Children (1988-89) | 


Class 

Scheduled Csstes 


All Students 

-1 

...._j 

Male 

Female 

Total 

Male 

Female 

Total 

1 V 

47 24 

53.39 

49.62 

46.74 

49.69 

47.93 

1 - VIII 

64 37 

71 60 

67 78 

59.38 

68.31 

65.4J; 

1 - X 

76.52 

#5 62 

79.68 

72 68 

79 46 



The following procedure is usually adopted to calculate drop out rates 

Drop out between class l-V . Enrolment in class I during preceding four years- 

cnrolmcni in class V during the year _ 

Enro I men i in Class I during preceding lour years 
Source: India (1993) A Education for Alt. The Indian Scene. 
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likely to be better able to academically cope 
with the rigours of the formal school. Madan's 
remarks in relation to the poor achievement 
of the blacks in schools apply to SC children 
as well: This does not mean that black 
children (read scheduled castes) are culturally 
deprived, or that they are deficient in some 
way. It is just that they have fewer 
opportunities to develop the specific skills 
and knowledge demanded by the school’ 
IMadan 1986:5]. 

Pkocessils or Schooling^ 

Knowledge and skills transmitted within 
schools are part of the official curriculum’ 
that children are exposed to. On the other 
hand, a crucial dimension of school 
experience is the nature of social relations 
(influenced by the norms, values, attitudes 
and expectations of pupils, teachers, 
administrators and so on) that influence the 
daily routine of teaching, learning and peer 
interaction. This 'hidden curriculum’ 10 
powerfully affects learning experiences 
particularly ol socially disadvantaged 
communities. What is the experience of 
schooling for an ex-untouchable child? Is 
social prejudice and opposition to the 
schooling or these children an aberration of 
the past? The official curriculum appears 
relatively silent about dalu communities and 
their experience ot untouchability. Kumar 
made a study of textbooks of classes IV, V 
and VI in government schools in Madhya 
Pradesh where ex-uniouchable communities 
comprise 14 per cent of the population. He 
found that none of the characters in the 77 
story lessons in the textbooks could be 
identified as coming trom SC backgrounds 
[Kumar 1985|. Khosla also makes a similar 
observation in his intensive study of untouch¬ 
ability in liulaui panchayat in Madhya 
Pradesh. He notes that untouchability is 
mentioned perfunctorily m a few sentences 
in officially approved school textbooks and 
only in the context of discussions on Gandhi. 

< Further, no book except a social studies text 
; used in high school mentioned the fact of 
I the legal abolition ot uniouchabthty [Khosla 
! 1987:1491. Teachers who were interviewed 
I by Khosla could not recall ever having a 
j classroom discussion on the issue of 
i untouchability. even while on the legitimate 
, topic ol Gandhi and his contribution to the 
I social philosopln ol contemporary India 
( {Khosla 1987:1491 

\ Ex-uniouchahlc adults who reflect on their 

• Experience ol education refer not to the lack 
j of their visibility in text books, but to the 
: "hidden curriculum' that underlies school 
) processes -1 e. the distinct message of social 
. inferiority that is often quite clearly conveyed 
to them by teachers and peers. 11 
] Personal narratives of dalits educated just 
^xhree decades ago oflcr glimpses of 
|ttntducl^lbili(y blatantly practised in 


schools*SC students being asked to sit 
separately from their classmates, refused 
drinking water or served in broken cups, 
made to dine separately and so on [India 
1969; Joshi 1986: Roy and Singh 1987]. For 
instance, as many as 80 per cent of the 1.030 
students from Milind college, Aurangabad 
who were surveyed in 1971-72. said that 
they were made to sit outside the classroom 
during primary schooling because of the 
practice of untouchability [Chitnis 1986:45]. 
A school teacher in Roy and Singh’s study 
(1987) in A/.amgarh, recalls that *‘we were 
asked to sit separately. Our copy or slates 
were not touched by the teachers” (1987:46). 
Others referred to the fact that they were 
even spared physical punishment for fear of 
pollution [Roy and Singh 1987). Aggarwal 
and Ashrafs educated respondents while 
recalling their experiences in school 
poignantly revealed that they longed to he 
physically punished if only to be treated as 
the other children in class and not kepi at 
a distance (1976.1(9- 
According to Jalaludin. in some villages 
of Hoshangabad, Madhya Pradesh, it was 
observed that SC children are required to sit 
separately in one corner ol the classroom. 
In a few villages they are made 10 sit at the 
door outside the classroom. He goes on to 
observe that ‘while dramatic manifestation 
of untouchability in educational institutions 
may be rare, the existence of social 
discrimination is a reality' (1991:233). 
Another study mentions the routine exclusion 
of ‘untouchable’ students from singing songs 
of worship to goddess Saraswali or in spcci tic 
instances asking only non-untouchable 
students to serve food at picnics (Khosla 
1987:150]. Lai and Nahar’s study of SC in 
Ganganagar and Jodhpur districts as well as 
Desai’s exploration of untouchability in rural 
Gujarat caution against complacency regard¬ 
ing the prevalence ol social discrimination 


in schools. The former feffort that a 'smalt 
minority’ (12.9 per cent) of their rural SC 
respondents with school going children 
‘categorically said that no common arrange¬ 
ment of drinking water exists in schools 
where their children are studying. In some 
cases, there are different pots/ucensils’ 
However they note that in urban centres, 
schools were reported to have common 
arrangements for drinking water [Lai and 
Nahar 1990:90). Desai found that ’in about 
14 per cent of villages (i e, 59 villages that 
had schools) untouchability was practised m 
regard to the use of facilities for drinking 
water in schools’ [Desai 1976: 227). 

The foregoing discussion points mainly 
to the more obvious and easily observable 
instances of the practice ot social 
discrimination in schools. However, what 
are less tangible are the attitudes, expectations 
and norms of ‘school actois*. i e, teachers, 
administrators, pupils and so on. These 
pcivade interpersonal relations ano arc 
reflected in the use of language, gestures, 
and subtle nuances with which individuals 
and groups give meaning to the social world 
within the school and classtoom. Teachers' 
attitudes and expectations of then dulit pupils 
arc particularly important. 

Teachers’ perceptions about the mental 
abilities of dulit pupils as well as itie 
stereotypes they hold about these 
communities aic likely to crucially affect the 
pedagogic suppoils ottcied to children It 
has been noted lor instance that non-tnbal 
and high caste Hindu teachers look down 
upon tribal and SC students. Some ot them 
even regard these students as uneducablc 
[Saehidanandu 1974:199|. ,: Radbakrishnun 
and Ranjana note that perhaps the most 
serious problem that dalits have to lace in 
school is discrimination They emphasise 
that the experience of discrimination "can 
discourage young students from further 


Tabu: 9: Smc kilim ; Imimives nm Dalit Chiijiken (1986) 

(Pertain 


Incentive Scheme 

Schools Covered 
hy Scheme* 

Scheduled Caste 
Beneficiaries* 

Primary 

Middle 

Primary 

Middle 

Ftee uniforms 

46 83 

14.56 

25 67 

26 67 

Free text hooks attendance 

59.62 

50.98 

15 08 

47.14 

Scholarship (for girls) 

-1.65 

10 81 

1 71 

6.46 


* The percentage of scheduled castre stdudcnis who are beneficiaries of each scheme ate given below 
Soun c NCERT 11992) Fifth AH-India Education Survey 


Table 10: Srm.m i.Ki) Cash- Sii dents in Each Ci ass as a Percentage oe Enrolment in 

Class I (1986) 


Class 


Rural Schools 



All Schools 


Boys 

Girls 

Total 

Boys 

Girls 

Total 

Class 1 

100 00 

l(M) 00 

100.00 

l(X).(X) 

100.00 

ICX).(M) 

Class V 

44.87 

33.49 

40.37 

47.98 

37.84 

43.88 

Class VIII 

25.95 

13.92 

21.19 

30.68 

18.79 

25.86 

Class X 

14(H) 

8.83 

10.96 

18.60 

9.50 

14.95 

Class XII 

2.4.1 

0.88 

1 82 

4.69 

2.20 

16W 


Source: NCERT (1992A), Fifth All‘India Ethmitian , Vol II. 
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education’ (f $89:47). Their study of SC 
youth in Bihar and Madhya Pradesh notes 
that a significant proportion of student 
respondents found their teachers unhelpful 
(Radhakrishnan and Ranjana 19891. 
Recalling their school experiences, SC 
professionals in Aggarwal and Ashraf s study 
speak of being made to feel ‘unintelligent* 
and ‘inferior 1 by teachers and of being 
deliberately ignored by them during lessons 
(1976:29). On the other hand, there is 
Kumar’s example of a teacher consciously 
drafting attention to a 'Harijan boy* during 
a civics lesson to point out an exception to 
a popular stereotype ■ the ‘dirty’ ex- 
untotichahlc. Look how neat and clean 
Chandu appeals today We should not hate 
him* (Kumar 19*5 338). n 

Aic dalit children allowed easy access to 
high status' knowledge areas? Does social 
prejudice act asconstiaint in this regard? 
A lew instances i cl erred to in passing point 
to the need lor systematic research m this 
area In Aggai wal \ study mentioned earlier 
a dalit respondent notes that the teacher 
dixuniuged him hom opting for composite 
maths as he thought we were not capable 
enough' (1983 144 k Die report ol the 
committee on untouehabiltly cues the ease 
of a headmaster ret using to give science us 
a Mihieet to an untouchable boy despite his 
lequcsl lor it (1**69 IWJi An extreme case 
mentioned is the tnuulei ot an SC student 
by two brahmin boys m New Delhi as they 
could not tolciatc a lower caste student 
studs i ng a San skin com sc (Acharya) along 
with them* |India I*>88:2241 

flic dimension ol caste appeals to 
powerful lx const i am interpersonal 
lclationslupsol dalit ehtldien within schools. 
In the study ot Milind college re I erred to 
e.nhei. 5i (>ci cent ol dalit students who 
wert mteiviewed said rhat they had 
experienced discriminatory tieatment from 
fellow classmates They maintained that they 
had to face opposition ‘w henever they sought 
to exercise then natural right to receive 
education on an equal looting’ [Chums 
1986:451, A lew studies suggest that childten 
otter, lend to coniine Inenilslups in school 
to those who tall within the pollution 
boundary An .ill-India study conducted in 
the mid-1970s explored the nature of 
friendship patients ol SC high school 
students. Around 57 per cent of dalu high 
school students who were surveyed revealed 
that their three best Inends belonged to their 
own caste or anothci scheduled caste. The 
author concludes that ‘ai least as far as SC 
are concerned, school and college have not 
functioned effectively as melting pots for 
caste boundaries m the mat ter of friendships* 
IChitnis 198l:l(>2|. 

Do interpersonal relationships that cross 
the purity-pollution boundary among 
children confront social norms and prejudices 


especially in rural areas? Khosla in his study 
of Indaur panchayat, Madhya Pradesh refers 
to the few ‘dyadic relationships’ between 
SC and higher caste students that were 
brought to his notice as ‘accidents'. He also 
clarifies that such friendships occurred 
between the least polluted of the ex¬ 
untouchable castes. Dhobi and a higher caste 
individual. The inevitable severing of bonds 
as a result ol social pressures caused ‘extreme 
emotional hurl and pain’ (1986:158). 

The ‘deep structure’ of schooling 
particularly in the context of social 
discrimination is yet to become the locus of 
systematic research. However, personal 
experiences ol educated dahts and references 
in a number ol studies suggest that social 
prejudices and negative stereotypes regarding 
dahts which are often held by the school 
community pio\e to be traumatic for those 
at the iccemng end. 

Povi xn \m> Smooi.iNo oi- a Dai.it 

The discussion so Ur has focused largely 
on the context and processes of schooling 
in relation to the education ot dalit children 
This was done tr ordei to draw attention to 
the concrete experience of schooling lor 
children coming from socially discriminated 
and educationally backward communities 
It is important to emphasise, as scholars have 
done, the serious impediments to schooling 
posed by poverty of an average dalu 1’amilv 
as reflected in their relatively low incomes, 
poor consumption expenditures and high 
levels of debt 

In the context ol schooling, economic 
constraints are translated into the inability 
ot bundles to provide adequate lesourcev to 
meet thediiect and indirect costs ol educating 
cluldien For instance they may be unable 
to meet me expenses that have to be directly 
incutied on uniforms, books, transport, 
hostels (when icquired) and so on [Yadav 
1991.26) In addition, schooling represents 
an indued cost to families wheie children 
arc involved in economic (including 
household) act tv ittcs both within and outside 
the home Childicn may he required to 
participate in such activities full time, part 
time or seasonally. This usually leads to 
non-emnlmem. itrcgulai attendance oi 
dmppi.ig out id school Foi instance, tt has 
been observed that at the time of liar vesting 
crops, children of landless lahouiers aic 
required to assist their families in the fields 
[Yadav 1991:27]. Dining conditions of 
famine and extieme scarcity in Maharashtra 
in the early 1970s, students were forced to 
leave their studies'and participate in teliel 
work. [Ouinis and Kumhlc I973| A sttidv 
of pie-university students in Milind college, 
Aurangabad icvoaled that out of 586 dalit 
students enrolled in 1973, as many as 606 
had been involved in relief work during 
vacations. Parents of444 students had asked 


them to leave their studies and contribute 
to family income through participation in 
relief work (Chitnis and Kamble 1973], 
The earlier quoted ICS SR sponsored 
studies on SC students in 15 states (in the 
mid-1970s) also highlight the poor economic 
status of the majority of dalit high school 
pupils. u Of the 3.644 SC high school pupils 
surveyed across the country only 12 per 
cent said they came from ‘financially 
comfortable* backgrounds. Around 46 per 
cent perceived their economic status to be 
‘difficult* IChitnis 1981:35], The study of 
Milind college (1971-72) revealed that 73 
per cent of students surveyed came from 
I amilies belong] ng to the category of ‘landless 
worker’ [Chitnis 1986:44], Chitnis comments 
that ‘parents ot SC students have to carry 
a financial burden for the education of their 
wards', and are continually hjunted by the 
spectre of poverty’ [Chitnis 1981:35). 

Schemes that offer financial assistance for 
education are both limited in their coverage 
of SC pupils and inadequate in terms of the 

Tabu 11 Si'bjlct Options or So ill>ulei> Caste 
Scmooi Suiii.Ms a r na Pom-Matkic Below 
DftXiRfci; Lfvli (1987-88) 

Subject Enrol men! of SC Pupils in Higher 

_ Secondary Schools 

1st Year 2nd Year 

No No 


Arts 1396IS «.l 17) 102885 (61.73) 

Science 47481 c20 KO) UW (20.64) 

Commerce 32KI7 (14 38) 23127 (13.88) 

Vocational 8335 (3.65) 6261 (3.75) 

Total 2282SJ (100 00) 1666666 (100.00)‘j 

,Xnit r Figuies in buckets denote percentages, J 
Sonne India (1993). Educutum of Scheduled l 
Caste.s unit S< hr Julcd Tribes fVSti-MV J 


Tabu 12. Cinikai Revenit Beixitn (Plan) nut 
Eu mlntaky Em l A t ion (1989-901 u 1992-93) 


Yeais 

Elcmcmary 

Education 

Budget 

(Total) 

Allocation for 

NEE 

Total** 

PerCent*** j 

1989-90* 

2I6U 

2627 

12.14 j 

1990-91- 

22473 

3489 

15.53 1 

1991-92' 

27677 

4000 

14 45 

I992-93 L 

27750 

6810 

24.54 


u - Actuals * 

b - Revised estimates *• 

c • Budget estimates J 

* This is the revenue budget (plan) forj 
elementary education of the department oil 

education of ihc central government. j 

•* These appear to be allocations specifically 
for government run NEE centres, general as] 
well as those set up for girls. Grants to* 
voluntary organisations with NFE have not; 
been inel tided See Table 13 w here a detailed * 
break up is given ■ I 

*** Gives the |>ercentage of the total elementaryj 
education budget allocated to NFE. 

Source' India (19930. Atuduts of Budgeted} 
Expendituie ott Mm atom. (1989*90 to! 
1990-91). 
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: amount that is extended as scholarship. Data 
collected by thcNSSO (42nd round) indicates 
! that only around 15 per cent of SC students 
in institutions of general education receive 
scholarships. To what extent do school 
children benclit by these schemes? As can 
be seen in 7'able 8 only 2.36 per cent of all 
rural and 1.32 per cent of all urban primary 
school students rccci vc scholarships. Around 
40-45 per cent of those who receive such 
financial assistance arc beneficiaries because 
they belong to SCs [ NSSO 1989]. A special 
sehemcoPatiendancc scholarships’ has also 
been instituted to encourage schooling among 
girl children. Table 9 indicates that barely 
.4.65 per cent of primary and 10.83 percent 
of middle schools are covered by this scheme 
JNCERT1992]. Only 1.71 per cent of SC girls 
in primary schools and 6.46 percent of those 
in middle schools in 1986 received attendance 
scholarships according to data from the fifth 
all India education survey [NCERT 1992]. 

The actual amount that is received as 
financial assistance is meagre. Barely Rs 90 
per annum on an average is received as 
scholarship at the primary level in rural areas 
and this increases to around R$ 167 at the 
secondary stage | NSSO 1989]. Free uniforms 
and textbooks (which can subsidise some of 
the direct ‘costs' ot schooling for individual 
families) arc also not available to all dalit 
pupils. As can be seen in Table 9 only 46.83 
percent primary and 34.56 percent middle 
schools are covered by the ‘free uniform’ 
scheme. Around 26 per cent of SC students 
in primary school and 27 per cent of those 
at the middle school stage are covered by 
this scheme. Free textbooks are given to a 
larger numbei of students. Information on 
, the number ot beneficiaries from these 
schemes has been obtained from official 
records. In concrete terms, the implement¬ 
ation and monitoring of incentive schemes 
are so deeply pervaded by bureaucratic delay 
- and apathy that (hey often prove to be 
relatively ineffective. 

What is noteworthy but little 
acknowledged is the extent of support, 
material and moral, that daht parents (and 
relatives) extend to their children despite 
poverty, lack ofcducatiom&exposure’ and 
jhe quality oi schooling they*expenence. In 
the ICSSR study mentioned earlier, 89 per 
cent of the SC high school respondents stated 
that they had to depend on .parents and 
relatives for financial support [Chitnis 
,1981:34]. This is despite the fact that only 
42pcrcento! students came from financially 
‘comfortable* homes. Only 5 per cent of 
pupils interviewed in the study said that the 
entire cost of their education was covered 
toy freeships, etc. fChitnis 1981:34) The 
Study of Milmd college reveals that the 
patents of 52 per cent of the SC students 
had to raise loans from village moneylenders 
^exorbitant rates of interest, to finance the 


r«20 


education of their wards [Chitnis 1986:44), 
Parents of only 46 per cent of students were 
actually able to provide them with the 
necessary textbooks for their studies. As 
many as 54 per cent of students had to do 
with the notes dictated in class by their 
teachers or had to borrow books from their 
classmates. (Chitnis 1986:46]. 

The high degree of illiteracy among dnlits 
implies that SC school students arc often first 
generation learners. It is hence not unusual 
for scholars to assume that dalits 'come I mm 
backgrounds disadvantaged for education’ 
because of the ‘inability of uneducated parents 
to appreciate the advantages of education 
and to understand the educational needs of 
their children’ (Chitnis 1981:32]. 

A careful reading of a few studies suggests 
that support and encouragement for education 
may not be lacking in dalit families even 
where parents are poorly educated The 
financial support extended by parents to 
children for the pursuit of studies even under 
adverse conditions is a concrete indication 
of (heir positive attitudes to education 
Further, when high school students in the 
ICSSR studies were questioned as to who 
had encouraged them most in their education. 
76 per cent mentioned their parents while 
17 per cent named a close relative. It is signi¬ 
ficant that 48 per cent of lathers and 63 per 
cent of mothers of students were ill iterate. 
The percentage of those with more than 
primary school education was negligible. 
(Chitnis 1981:33]. Around 85 per cent of 
students surveyed in the Milind college had 
illiterate parents. Yet only 25 per cent of 
them mentioned that their parents were 
indifferent to their education. Around 75 per 
cent of students mentioned that their parents 

Table 13: Financial Allocation for Import 
(1991-92), 


very often made enquiries about their 
progress in their studies’ [Chitnis 1986:46]. 

The form of parental encouragement and 
the extent to which it facilitates the dalit 
child’s ’preparedness* for the formal school 
and ability to cope with the academic 
programme, is crucial. Where elders are 
illiterate or poorly educated, children are 
likely to be forced to grapple with the day 
to day exigencies of school life entirely on 
their own. A study of ‘Harijan Elites* in 
Azamgarh, Uttar Pradesh observes (hat 
‘respondents had themselves to overcome 
any difficulty that they may have encountered 
in their education without an educationally 
salubrious family' (Roy and Singh 1987:40j. 
It is in this context that pedagogic support 
and encouragement to dalit children trom 
within the formal school becomes critically 
important. This can assume the term of 
specific academic programmes to facilitate 
development of language, conceptual and 
other skills that are required within the 
classroom. In addition teachers can be made 
more sensitive to the difficulties that first 
generation learners encounter in their studies 
and can also be equipped to cope with them 
in the classroom. This is a sphere where the 
formal school can positively intervene in 
tavour of socially discriminated and 
educationally disadvantaged families. A 
review of relevant research as well as policy 
programmes indicates that (with tew 
exceptions) a beginning is yet to be made 
in this direction 

Outcomes from Schooling 

The large magnitude of drop-out ol 
children from schools and their relatively 
low achievement levels has meant that very 

ant Programmes of Elementary Education 

(1992-93) 

(Aft in lakhs) 


Item 


Buduct Estimates (Plan) _ 

1991-92 1992-93 


I NFE Centres 

i) General 

ii) Centres for girls 

hi) Through Voluntary Agencies 
Total (I) 

II Programmes with NFE component 

i) Shiksha karmi 

ii) Bihar education protect 

iii) Improving learner achievement 

iv) Lok jurnbish 

v) World Bank Assisted Project 

vi) South Orissa Project 
Total (II) 

III 

i) Operation blackboard 
u) Teacher education 

iii) Others 
Total III 

IV Total for elementary education 


4.500(16.15) 

4.080(14 6) 

3,000(10.77) 

2.725 (9 76) 

3.000 (10.77) 

2.200(7.86) 

10.5(H) (67.69) 

9,010(32.39) 

230(0.83) 

470 11 68) 

600(2.15) 

1.200(4.30) 

- 

200 (0.72) 

- 

200 (-) 

- 

10 <~) 

- 

I0C-3 

830 (2.98) 

2,090 (7.49) 

10,000 (35.90) 

9,914(35.53) 

6.424 (23.06) 

6,450(23.12) 

100(0.35) 

436(1.56) 

16.524 (59.67) 

16.800(60.22) 

27,854(100.00) 

27.900(100.00) 


Note * Figures in bracket devote percentages 

Source: India (19931 )), Annual Report 1991-92 , Ministry of Human Resources Development. 
333-334. 
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few dalit children actually reach high school. 
Table 10 indicates that for every 100 dalit 
pupils in class I in 1980 there were barely 
four pupils in class XII. 

In rural schools only around two children 
entered class XII tor every 100 who enrolled 
in class I in the same year. Table 10 suggests 
that thenumherot girl children whocomplete 
high school is likely to be much smaller than 
the number of boys who do so. For every 
100 rural dalit girls in class I in 1986, there 
was possibly noi even one dalit girl in class 
XU. A direct fallout of a large magnitude 
of drop out from school is a high percentage 
of illiteracy among dahts. As mentioned 
earlier, only 37.41 per cent of dalits were 
returned as literate in 1991. The low 
enrolment ol dalit girls in schools and the 
high degree of drop-out among them is 
rellectcd in the fact that only 23.76 percent 
ot the female population is able to read and 
write |India 1903 A]. ,s A considerable 
volume of research today emphasises the 
importance ot literacy for the status of women 
and quality ol life of children. 

Subject opiums nude towards the end of 
schooling aic likely to influence the range 
ol o|>jk>i tiimtics that are available to students 
both wiihin the sphere of higher learning and 
the job market C hoice of subjects made by 
pupils in the first year of higher secondary 
schooling is reflected in the pattern of 
enrolments in class XI. As can be seen in 
Table II. the majority of SC students in 
class XI appear to opt for arts rather than 
science or commerce In 1987-88 around 60 
per cent of dalit pupils in class XI were m 
the arts stream whtle 20 per cent had opted 
lor science. Commerce had fewer lakers - 
14.8 per cent ol class XI enrolments. The 
vocational stream had only 3.65 per cent of 
all dalit pupils in class XI. While the number 
ol pupils in class XII is less than that in 
class XI, the fall m enrolments ts sharper 
among science students (27.56 percent) and 
commerce students (29.52 per cent) as com¬ 
pared to arts students (26.30 per cent). The 
overcrowding of SC pupils in the arts stream 
is likely to restrict the range of future options 
that arc available to them (India 1993B). 

There is hardly any recent data on the 
performance of dalit pupils in school-leaving 
examinations. A university grants 
commission survey in the 1960s indicates 
that dalit students who were successful in 
school leaving examinations secured mainly 
third divisions [Singh 1985]. Another study 
of SC students enrolled in 15 degree 
colleges in Mumbai in 1972 suggests that 
their performance in school-leaving 
examinations is relatively poor as compared 
to the general category of pupils. ‘As many 
as 22 per cent of SC respondents as compared 
to only 3 per cent of non SC peers have 
lulled during the last two years in school'. 
[Chitnis 1975:173] 


Poor performance at the end of school has 
serious implications for the representation 
and performance of dalit students in higher 
education. Whiledulilscompriseonly around 
7 per cent of enrolment in graduate and 
postgraduate institutions, they are found 
overwhelmingly in the arts stream as 
compared to the more prestigious 
professional courses (India 1990). This is 
likely to have a direct bearing on (he future 
of dalit youth. 

An often emphasised outcome of education 
of dalits is that it allows their relatively easy 
entry (through the policy of reservations) 
into jobs in the government and public 
sector undertakings (PSU). Data on the 
representation of SCs m government services 
and PS Us indicate that they comprise only 
a relatively small proportion of those 
employed in this sector and that they cluster 
mainly in the lower level, less prestigious 
class III and IV posts. Only 8.23 per cent 
of group A posts in the government sector 
and 4.86 per cent of those in PSUs in 1987 
were occupied by SC members. On the other 
hand, 20.09 per cent of group A posts in 
government services and 22.53 per cent of 
those in the PSUs had SCs on their rolls 
(India 1988:482-91]. What is important is 
that even the lowest paid government job 
today usually requires a minimum ol 
matriculation or high school education The 
poor enrolment of dalit children in school 
and the targe proportion of drop-outs imply 
that the majority of them are unlikely to be 
in a position where they are able to even 
compete tor jobs that are ‘reserved* for them. 

Ill 

Policy Perspective: Equity 
in Education? 

One of the major objectives of education 
policy in India has been the equalisation of 
educational opportunity among different 
social groups. This is reflected in the national 
policy on education (1986) which reiterates 
that the ‘central focus in the educational 
development of scheduled castes has been 
their equalisation with the non-scheduled 
caste population at all stages and levels of 
eduction* [India 1986]. The strategy laid down 
for this is expansion of schooling facilities 
including hostels, provision of financial 
assistance especially to indigent groups as 
well as incentives such as free books, uniforms 
and so on [India I986A:112-14). 

As has already been discussed, incentives 
for the education of dalit children are 
inadequate in terms of both value and 
coverage especially at the elementary level 
where the bulk of children drop out wiihin 
the first two years of schooling. According 
to the commissioner for SCs and STs,"... the 
little assistance which pupils receive at the 
primary, middle and secondary level also 
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comes too late”! 1988:301]. Streamlining df j 
lengthy procedures that have been evolved j 
to claim as well as receive scholarships, J 
textbooks, uniforms and so on are necessary j 
if the attempt is to motivate parents of : 
educationally backward social groups to send ; 
their children to school. The earlier reference r 
to the condition of hostels for dalit pupils \ 
also points to the apathy and indifference \ 
where the education of poor and deprived \ 
groups is concerned. ! 

Education policy seems, by and large* * 
oblivious of the special context of the SC * 
education which arises not only because of * 
poverty but because of their position in the ; 
social hierarchy. Again, the ‘scheduled 
castes' are treated as a homogeneous group 
without being sensitive to their varied < 
historical experiences and present-day 
economic, social and educational situation. ; 
Special mention is only made of the need 
to provide prc-mairiculauon scholarships to 
children of families engaged in scavenging. 
Haying and tanning (1986 A: 112). t s 

The question of social accessibility of: 
schooling as well as the discriminatory j 
attitudes that prevail within the institution j 
is not addressed. As Dushkm says, this [ 
appears to be in accordance with the general ,J 
policy of government mainly to attempt to ! 
improve the ‘secularconditions of scheduled j 
castes* (Dushkin 1972:176]. However, 
discrimination within education, to theextent; 
that it occurs, can have delibitating: 
implications for learning experiences of 
children and the recognition of the same is 
critical. In fact the relatively poor learning' 
environment made available to children isj 
closely linked to the social and economic' 
circumstances in which their families live. 

A crash programme to recruit teachers 
from among the scheduled caste communities 
is emphasised in policy documents.; 

(19K6A: 113>. While there is mention of; 
relaxation of qualifications for SC teachers*! 
the policy docs not see the need for specific^ 
kinds of training to sensitise the teaching 
community to the vulnerability of these sociritj 
groups and create an awareness of the special; 
role that they can play in this context. ] 

What is disturbing on the other hand ia 
the impression that the state seeks to absolve 
itself of the ills of the formal system by 
creating new ‘non-formaf structures foi 
educationally backward groups. While laying 
down the objective of universalisation of 
enrolment and retention of SC and Si! 
children at the primary stage, the NPE( 1986; 
clearly states that this goal will be achieved 
by 1990, through the formal school or Hk 
equivalent through the non-formal stream) 
[India I986A: 111; italics mine]. In a late* 
document. * Education for AU by 2000 \ i\ 
is estimated that 'nearly one-third of the 
children in the 6-11 age group will be serve^ 
by non-formal education programmes (NFE 

-1 

* 

i 
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up to 1995* [India 1990AJ. This perspective 
;■ of government policy is highlighted in a 
number of subsequent official documents. 
The statement that the national policy on 
education 1986 envisages 4 a large and 
; systematic programme of NFE to achieve 
‘ universal elementary education* finds 
repeated mention m the annual reports of the 
ministry of human resources development 
{India 1992A; 19931. The section of children 
’ who are to be covered by NFE are those 
4 who for various reasons cannot attend formal 
: schools’, ‘who live in smaller habitations', 
; ‘who cannot benefit from the school system* 

■ and so on [India 1992B:37]. The recently 
' begun district pri mary education programme 
(DPEP) which aims at ‘the reconstruction 
of primary education* initially in 43 districts 
in eight states of the country has as one of 
its tasks, ‘the provision of alternative systems 
of comparable standards to the disadvantaged 
groups...* [India 1992B:37). 

The increasing 4 non-formal* component 
; of the elementary education budget is a dear 
indication of the shift in government policy 
in the last few years. An analysis of budget 
documents indicates that the ‘actuals* in 
plan expenditure on NFE by the department 
of education of the central government rose 
; from Rs 2,627 lakh in 1989-90 to Rs 3,489 
Jakh in 1990-91. The plan estimates under 
the item NFE for 1992-93 was Rs 6,810 
Jakh. As can be seen in Table 12, the NFE 
component increased from 12.14 per cent 
of the central revenue budget for elementary 
education in 1989-90 to 15.53 per cent in 
1990-91 to as much as 24.54 per cent of 
estimated plan expenditure in 1992-93. A 
.perusal of the budget details as given in the 
^Hmua] reports of the ministry of HRD 
Suggests that the actual amount of central 
ylan expenditure for non-formal education 
. .^considerably higher than that which appears 
-Against the item ‘NFE* [India 1992A, 1993BJ. 

Financial allocations for important 
Mpgrammes of elementary education funded 
*iy the central government as given in Table 
3 are revealing. In 1992-93 the budget 
Estimates (plan) for NFE include-NFE 
: entres (Rs 4,085 lakh), NFE for girls 
^R$ 2,725 lakh), and grants to voluntary 
'gencies to set up centres (Rs 2,200 lakh). 
!l bi$ works out to around 32.29 per cent of 
'ie total allocations for elementary education 
^timated fori he year 1992-93 [India 1993D]. 

* h significant that allocations for NFE have 
Saitoe to almost equal that for Operation 

* lack Board, which is meant 4 to provide 
;timmum essential facilities to all primary 
srhools in the country* (1992b:75). In 
'idition the much publicised programmes 
'ke the Bihar Education Project, ‘Lok 
jditbish’ and World Bank-assisted projects 
jso have sizeable non-formal component, 
jhese are also programmes which receive 
pnsiderable external assistance. 



The number of NFE centres has grown 
rapidly over the years. From 1.09 lakh centres 
in 1986, the number of NFE centres increased 
to 2.72 lakhs in 1992. Around 33 lakh 
children were covered by the NFE 
programme in 1986. By 1992 their number 
rose to 68 lakhs. According to policy-makers 
the NFE scheme has been visualised as a 
‘child-centred, environment-oriented, 
flexible system to meet the educational needs 
of the comparatively deprived geographical 
areas and socio-economic sections of society * 
(1993:25). One of the main objectives of 
NFE is to encapsulate the five-year primary 
schooling programme into a flexible two- 
year programme, offering education of 
comparable standards and thereby facilitating 
the entry of children into formal schools. 
There is as yet little concrete evidence that 
this objective is being accomplished. 
Subramanian and Paliwal who work with 
Ekalavya’s school education programme in 
Madhya Pradesh comment upon the ‘dismal 
performance* of NFE programmes. Vast 
majority of the non-formal centres are either 
fictitious or function erratically. There is no 
mechanism to ensure that they work. An 
instructor is expected to he moti vated enough 
to work on a pittance... Under such conditions 
turning over the working children to the 
non-formal sector is as good as washing 
one's hands of them' [Subramanian and 
Paliwal 1989:74]. One of the few evaluations 
of NFE for tribal students in 5 states tellingly 
sums up the programme thus: 

One of the objectives is to complete the five- 
year course of primary education in two to 
three years through a condensed course. 
Howsoever poor the facilities in primary 
schools may be. they are definitely better 
than those in the non-formal centres. 
Teaching in the former takes place for four 
to five hours as compared to two hours in 
the latter. Primary schools have at least one 
full time teacher, a set of prescribed text¬ 
books, teaching aids and other equipment. 
Non-formal education centres lack most of 
these. There, teaching is listless; the instructor 
comes to the centre at his own convenience; 
reading materials arc conspicuous by their 
absence; to inflate the attendance even 
regular students of primary school are 
allowed to sit in the classroom and their 
names entered in the attendance register. 
With all these drawbacks of (he non-formal 
centres, it is not dear as to how a five-year 
course can he completed in two/three years, 
and how students who go through such con¬ 
densed course would compete with regular 
primary school students who studied for five 
years [Srivastava and Gupta 1986:17]. 

NFE programmes appear to offer an 
inferior system of schooling that is vaguely 
formulated and difficult to monitor. The so- 
called strengths of the NFE are said to be 
flexibility in curriculum and textual materials 
(which in reality may mean anything goes), 


dependence on local people (often non¬ 
unprofessionals and poorly paid) and the 
absence of rigidly organised teaching and 
learning (likely to make evaluation of either 
teaching or learning problematic). These 
features of the NFE are likely to he its major 
weaknesses particularly because it is meant 
for people who are vulnerable and do not 
have the power or the resources to demand 
education that compares with what the more 
advantaged sections receive. in 

Today, a significantly larger number of 
children from lower caste groups attend 
schools as compared to the situation that 
prevailed even five decades ago. However, 
the foregoing discussions suggest that the 
formal school has failed to consciously 
intervene in favour of socially discriminated 
and educationally backward groups such as 
the dalits. On the one hand, it is yet to be 
seized of the need to ‘create and sustain a 
consciousness against social discrimination* 
[Kamat 1985: 281). On the other hand, the 
institution docs not appear to significantly 
provide the academic supports that children 
from disadvantaged backgrounds clearly 
need if they are to successfully chan the 
educational mainstream. In other woids. 
schools arc yet to ensure equity in education 
to dalit children. 

In the overall conrext of inadequate public 
resources for schooling, greater privatisation 
of ‘quality* education lor the elite, and the 
search for non-formal alternatives lor the 
educationally backward, it is likely that 
socially and economically disadvantaged 
groups will suffer greater neglect. Unless the 
present stale of formal education is brought 
centre stage and the issue of equity in 
education is squarely addressed, we will 
continue to witness the abdication by the 
state of its social responsibility in education. 

Notes 

[ Prepared as a discussion paper for the ‘Research 
Project on Strategies and Financing for Human 
Development* sponsored by UNDP and co¬ 
ordinated by Centre for Development Studies, 
Trivandrum.] 

I The term ‘dalit' is today increasingly being 
used by the vocal and activist sections of the 
former ‘untouchables' in preference to 
‘Harijun’ and ‘scheduled caste'. Joshi notes 
that the term ‘dalit’ was’ popularised by 
untouchable protest movements since the early 
1970s. The word itself means ‘oppressed’, 
but the term ‘dalit' has become a ‘positive, 
assertive expression of pride in untouchable 
heritage and a rejection of oppression* 

(1986:2). According to Zdliot, there is in the 
word ‘dalit' itself ‘an inherent denial of 
pollution, karma and justified caste hierarchy’ 
[Zelliot 1978:77]. In the discussion that 
follows, the term ‘untouchables’ is often used 
to refer to dalits in the pre-independent period 
because it starkly draws attention to the social 
situation of the majority (not all) of these 
communities in Indian society. 









2 The concept* of ‘access', 'treatment* and 
'outcome* have been used to compare the 
opportunities that ethnic minorities receive in 
education vix-tovis majority’ groups [Open 
University 1982:11). In this paper these 
concepts are used in the context of 'equity* 
or the practice of social justice in education 
for the socially discriminated dalit 
communities. 

3 The untouchables were, first at officially called 
‘depressed classes’. The Census of India 1931 
substituted the term ’exterior* castes for 
‘depressed’ classes as it was felt that the latter 
was an unfortunate and depressing label* 
(Hutton 1933 4711. 

4 The Stark* committee recommended the 
closure ol separate’ schools for the depressed 
classes While the Mumbai municipality 
closed all special schools between 1922-27, 
they were officially abolished all over the 
country only in 1946-47 (Bombay 1958:424] 

5 Most of ilk* discussion has pertained to the 
education of untouchables or ‘exterior castes’ 
m British India Mention must be made of 
the significant advances made in the education 
of the untouchables in some of the Indian 
slates in the pre-independence period Baroda, 
Travancorc and Assam registered relatively 
high literacy rates among the 'extenor castes* 
According to the 19.31 C ensus. 14.9 per cent 
ol the exterior castes' in Travancorc stale, 
lv) 3 per ceni in Baroda and 12,9 per cent in 
Assam were literate. In contrast, literacy rates 
among ’extenor castes' were dismal in Central 
India Agency (0.3 percent), the Punjab states 
and Agency (03 per cent) and Rajputana 
Agency (0 4 per cent) (Hutton 1931 494] 

6 Expenditure on education is not available 
separately (or rural aieas. Ahmed referring to 
Jalaludin <1991). notes. ”... rural schools 
receive as little as one quarter of the per 
student urban allocations” (1991:147). 

7 Details of the study referred to by Jalaludin 
were reported in (be The Times of India 
(January 14. 1991) The report mentions that 
47.9 percent of scheduled caste and scheduled 
tribe children surveyed by P N Russia’in the 
Tikamgurh Block of Jhansi district did not 
even enrol in school because they feared that 
’they will not be allowed to sit with upper 
castes or the elite*. The report also mentions 
(actors such as poverty, migration and so on 
as being serious deterrents to the schooling 
of scheduled caste children. 

8 The 1981 Census figures on school 
participation may appear outdated as we are 
presently well into the 1990s. Though 
enrolment data from school records is available 
lor more recent years it is grossly inflated as 
can be seen in official reports and documents. 
In 1980-81 for instance, the gross enrolment 
ratio (G£R) of scheduled castes (6-11 years) 
in class l-V was calculated to be os much as 
82.2 In 1991-92 'the GER of children in 
primary school was found to be as high as 
103.0! [India 1993.28]. 

9 The findings of the NSS (42 round) regarding 
the reasons why dalit children discontinue 
their studies arc of interest. While around 46 
per cent of dalit ’drop-out' in rural areas is 
attributed to ‘economic reasons* (including 
participation in domestic work), a significant 
30 per cent of children discontinue their 
education because of luck of interest in studies/ 
further studies. A further 16 per cent leave 
the educational mainstream as a result of 


failure [NSSO 1985] While lack of interest 
in studies and failure are often seen as a 
consequence of parental and community 
attitudes as well as poor academic abilities, 
the quality of education that children 
(especially first generation learners) are 
exposed to surely needs critical attention. 

10 Chapman defines the hidden curriculum as 
“all those things that are learned in schools, 
other than what is officially time tabled. 
The hidden curriculum includes attitudes, 
values, notions of ’normal* and ‘not normal'” 
[1986 113] 

11 Experiences of social discrimination within 
schools are yet to be systematically 
documented Pari of the difficulty lies in (he 
tacit assumption made by scholars that 
untouchability is no longer practised and if 
it does occur, it remains confined to the pri vate 
sphere governed by social norms and customs. 
The other problem is the sensitivity of (he 
issue concerned. The methodology used in 
conducting research relating to discrimination 
is also crucial For instance, a researcher 
conducting a rapid impersonal survey is 
unlikely to establish the rapport that is 
necessary for dalits to share experiences that 
may often be patnlul. On the other hand, a 
sensitive rescardier, using a more humane 
methodology may be in a better position to 
understand what it means to be a dalit child 
in an Indian school 

12 School teachers belong predominantly to the 
middle and upper caste groups. Data from the 
earlier mentioned NCERT survey (1986) 
indicate that only around 15 per cent of 
tcacheis in elementary schools in the country 
belong to SC and ST communities (1992) 

13 The process of ‘labelling* of ‘ex-untouchable 1 
children in school is reflective of stereotypes 
that prevail in wider society about these 
communities Freeman in a study of the 
‘untouchable* Muli (belonging to the Bauri 
sub-caste) refers to the ‘low regard for the 
personal character and integrity, intelligence 
and morality of untouchables' that high casie 
individuals hold They are 'spoken to in 
familiartenns’andwithabuse - ‘uncivilised*, 
'famished ones', wife's brother* and so on 
In fact, the very term ‘Baun* had become a 
word of abuse [Freeman 1979;54]. Aggarwal 
and Ashraf also observe that Harijans' are 
seen as ‘dirty and unmoral, lacking in intrinsic 
worth . they are never regarded as adults' 
(1976:5) 

Freeman (1979) suggests thatthe untouchables 
tend to reject the high caste derogatory view 
of them, frequently show their resentment and 
make attempts to raise their status. Mencher 
(1972) also argues that there has always been 
a large amount of hostility and resentment 
among ‘Harijans' towards those higher in the 
social hierarchy. The magnitude of such 
resentment and (Ik forms that it can take, for 
instance forging of a positive sense of identity 
and ‘community(facilitating social and 
political mobilisation) would depend upon 
the dynamics of specific contexts - the nuture 
of social groups, their interests, strategies 
evolved and so on. dalit children who 
encounter the often harsh structure of 
schooling as young and defenceless 
individuals are likely to be in a particularly 

• vulnerable position. We know practically 
nothing of dalit children's daily experience 
of schooling, the manner in which they 


confront different situations and rise 
strategies they may evolve to cope with the 
system. This is an area which requires 
research attention. 

14 It is to be remembered that by the time a 
cohort of class I students enters high school 
the majority of them have already dropped- 
out leaving a relatively more select group to 
complete school. This would be increasingly 
so as one moves from school to higher levels 
of education. 

15 The dimension of gender and its interplay 
with poverty, caste discrimination and school 
processes is crucial if we are to understand 
the dismal spread of schooling among dalit 
girls. However, rt has not been possible to 
undertake such an analysis in this paper which 
focuses on dalit children in general. 

16 There may. of course, be non-forma! 
programmes that are well run. In recent years, 
it is possible that a new orientation has been 
given to NFE in some areas. However such 
programmes remain largely undocumented. 
Unless there is adequate information on 
‘success stories' in NFE, there docs not appear 
to be much grounds for optimism regarding 
the non-forma! alternative in education. 
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Financial Op ening and Real-Financial 

Sector Nexus 

Simandu Sen 

The experience of some countries in south-east Asia which were able to achieve and maintain high rates of output 
grow th and saving and investment . moderate inflation , stable exchange rates and manageable balance of payments 
even as then economies underwent financial opening up contrasts sharply with the experience nor only of other 
developing countries , such as those of Latin America , but even of the OECD countries. The special circumstances 
which made the achievement possible deserve careful attention and are discussed in this note. 


THIS note dwells on the special 
circumstances winch made it possible lor 
some developing economies in Asia to 
achieve amt maintain high track recotds m 
lei ms ol output giowih. industrialisation, 
savings and investment with moderate 
inflation rates, low income inequality, stable 
exchange rales and manageable balance of 
payments. The performance is noteworthy 
in view of ihe opening up piocess in these 
economics which picked up considciahly 
duiing the l9K0s, especially as a contrast to 
vvli.it na> been happening molhei developing 
countyics. 'I he observed pattern, ol a nexus 
between the teal and financial perloimances 
ol the lormcr set of Asian economies 
conuasts the expeticnccs o! the OECD 
vounines wiili systemic fragility in their 
otherwise booming financial markets and 
the continuing stagnation in their teal 
output and employment Illustrations .tic 
provided from the experiences of Indonesia 
and Malayasia. both ol which belong to the 
core gioup ol countries identified as the 
Highly Pci forming Asian Economies 
UIPAEs). 

Section I dwells on the issues cotkcrmng 
financial openness and the capital account 
convertibility question. Arguments advanced 
bvihe mainstieam view in (uvourol financial 
opening are assessed, to amve at a position 
on iheii relevance at the level of policy¬ 
making. Section II supplements Hie 
conceptual issues drawing on facts relating 
to some experiences of Malayasia and 
Indonesia both of which could avoid 
problems typical of financial opening. For 
these economics, the favourable movements 
m the real economy as continued along with 
(and despite) finan-cial opening indicate a 
pattern of 'nexus' between their finance and 
the real economy. Section III draws attention 
to the contrasting picture in the OECD and 
m the Southern Cone countries of Latin 
America, with real stagnation under financial 
opening. This helps u> generalise and draw 
c onclusions which can have policy relevance 
tor developing countries subject to similar 
processes of opening up. 


I 

Issues' on Financial Opening 

Financial opening of countries allows us 
financial secioi to operate with least 
hindrances, both within and outside the 
country, thus permitting the global market 
forces to determine, among others, interest 
rales, bond and equity prices as well as the 
foicign exchange rate I or domestic currency 
for a small economy, The device is a pan 
of the package Ol reforms which olien is 
pi escribed lor the developing economies in 
order to ‘set then puces l ight as is consistent 
with what has come to be known as 
‘Washington Consensus*. It is appropriate 
heic not to ignoie the fact that the pace ol 
financial liberalisation Inis been both rapid 
and lathci peivastxe in the advanced 
economies since the early 1970 s As a contrast 
to a large numbci ol the developing count¬ 
ries where this was olien initialed as a part 
of the package of (external) loan con¬ 
ditionalities, financial opening in the 
advanced economies of the OECD was, bv 
and large, a pan ol the changing nouns set 
for official economic policy 

Mainstream views on financial openings 
have put forth the following arguments m 
support of such policies, (a) Substituting 
‘financial repressions n e. official 
interventions) hv the market would achieve 
improved efficiency in the alloc.ihon of 
domestic and torcign linancial assets! which 
include mone> held by the public, bonds and 
equities' and hence would improve (real) 
growth in the economy.* Attacks on the 
mainstream positron which rested on the 
actual kind toning ol mat kefs and in particular 
on their deviations from one of competitive 
equilibrium weie responded to in tetms of 
a theory il risk-adjusted rates of returns' 
The latter according to some economists.' 
wus taken care ot hv 'credit rationing* w inch 
similarly a.lows an efficient functioning of 
the market. The market was thus expected 
to perform the iole of an objective aroitralor 
by fixing the rale of interest at a level 
appropriate to the risk-adjusted ratcof returns 


on such loans. The underlying framework 
claims to explain the observed tendencies 
lor portfolio diversification by asset holders 
who similarly equate, at equilibrium, the 
risk adjusted rates of returns on different 
assets. Such explanations provide a rationale 
for holding the portfolio with high risk assets, 
both domestic and foreign (especially in 
unknown territories) by fund-managers in 
various parts of the world/ The process is 
expected to allow the developing countries 
to receive larger flow-s of capital as a result 
of the freeing of the financial market which 
adjusts ihe exchange rates and interest rates 
to levels as are consistent with the global 
rates in the process. In addition, these policies 
also claim to provide incentives to savings 
by of fering higher interest rates. No problems 
arc visualised m translating the higher order 
oi savings to investment, thus enabling a 
higher growth rate m the long run/ (b) The 
second major argument m favour of financial 
opening lies in the notion (hat domestic 
monetary policy can have autonomy when 
ail financial assets, including foreign 
currency is priced f reely in the market This 
was the Mundeil-Fleming ease lor floating 
ol currencies launched during the 1960s/ 
All disequilibria in the balance ot payments 
as arose were thus Heated as temporary and 
of monetary origin, which under floating 
were mote amenable to conuol as compared 
to fixed exchange rate situations where 
domestic monetary policy w'us ineffective in 
absence of exchange conuol. Floating rates 
were supposed to end the uuernationai 
transmission of business cycles by enabling 
the national monetary authorities to insulate 
then domestic prices and output while 
imbalances in the external accounts were 
expected to disappear with equilibrating 
movements in the floating exchange rates. 
Evidently, financial opening was an essential 
ingredient ol anellccti vc floating rate regime. 
To the extern that exchange rate movements . 
need to be managed by the monetary 
authorities, the potential of success in such 
policies is expected to be higher as the range 
of instruments now include, in addition to 
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the standard fiscair'nioifctary tools, the use 
of exchange rate; And the monetary 
authorities can rely on reserve changes and 
interventions in the (forward) exchange rate 
market as well as in the money market (open 
market operations) to combat an attack on 
the exchange rate of the domestic currency. 
The initial formulations suggesting instant 
adjustments to current account imbalances 
via exchange rale movements were later 
modified by incorporating the possibilities 
oi 'overshooting* of exchange rates as the 
speed ot adjustment in the commodity market 
with sticky prices was found to be slower 
than that in the asset market.* 1 Possibilities 
ofdestabilising movements in exchange rates 
in the long run were ruled out in models of 
currency floating which took an explicit 
account of asset market equilibrium and 
portfolio diversification. The need to 
incorporate the impact of variations in asset 
holding and its composition were considered 
urgent in view ol the ongoing financial 
integration of west Europe and the innovation 
, o! various instruments to hedge risks in 
. financial markets In a widely acclaimed 
paper published in the mid-1970s. 7 the real 
and the financial markets were observed to 
move in tandem, with 'fundamentals* in the 
real sector (the current account deficit or 
surplus), if steady, setting the 'normal’ 
exchange rate any deviations from which are 
but temporary. Thus expectations are formed 
on the future movements in exchange rate 
by speculators m the asset market who arc 
subject to regressive expectations. (In terms 
of the lattci. the speculators expect all 
deviations from the normal rate as transient 
or temporary)/ It is also taken for granted 
that portfolio decisions by asset holders are 
based on full knowledge of the expected 
yields from individual assets and their 
respective risks, the principle which forms 
(he core ot portfolio equilibrium and the 
notion of ‘usk adjusted rates of return’ on 
financial assets. Finally the theory ignores 
possibilities of estrapolativc expectations 
where animiial deviation trom the prevailing 
rate would encourage the speculators to 
expect further changes. Very little of these 
models could, however be of use in 
explaining the high dollar exchange rate in 
mid-1980s or the frequent fluctuations m 
exchange rales in recent years. Attempts 
■Were made to reckon the role of ‘news' to 
Explain the frequent 'bubbles’ m price 
fttovements in the financial markets under 
flowing rates, which by definition cannot be 
explained by the (real sector) fundamentals/ 
It has sometimes heen pointed out that these 
tendencies on the pan of the speculators to 
jump into the bandwagon, as with ‘pon/i 
^franco* (viz, one where risks are 
•^proportionately large) cannot last in the 
piking run, thus admitting the stability of the 


‘normal’ exchange rale,as is consistent utfh 
the fundamentals in the economy. Despite 
its serious shortcomings in explaining the 
reality, the mainstream theory has continued 
to be accepted and advocated, especially by 
the multinational financial institutions 
which are in a strong position vis-a-vis the 
developing countries and the economies in 
transition to a market system. 

The case for financial opening as rests 
on allocative efficiency for long run growth 
and monetary autonomy with automatic 
exchange rate (and balance of payments) 
management in the short run gets 
considerably weakened as the following 
considerations are hrought to the fore: (a) 
It has been observed that levels of real activity 
do not automatically respond to higher levels 
of fi nui icial activity. Th i s di vergcnce between 
the performance of finance and the real 
economy disputes the claim of allocative 
efficiency gain and the growth-inducing 
effects of financial opening. Indeed the 
tendencies for finance to cater to the high- 
risk high profit activities pre-empt the real 
sectors’ access to credit. This has serious 
implications, not only I mm the angle of real 
growth and technologi. „! change but also 
in the context of the content of socially 
necessary production in the economy; (b) At 
the prevailing margin of international interest 
ratediffercntials the possibility of speculation 
in financial assets (including ioreign 
currencies and bonds) is not ruled out, thus 
making them imperfect substitutes of assets 
denominated in local currency at current 
rates. Financial opening therefore does not 
dispel the need for official reserves to control 
the movements in the Ioreign exchange rate 
of the local currency, contrary to what is 


presumed with an equflibramd market rate 
in foreign exchange; (c) The continuing 
need to monitor and support the rate of 
exchange opens up the question of the 
adequacy of the level of official reserves for 
countering fluctuations or cumulative 
changes in the exchange rate as are considered 
undesirable. The exchange rate may be 
subject to further attacks from the speculators 
once they are aware of the fact that the 
government is unable (or unwilling) to 
intervene in the foieign exchange market; 
(d) The argument that financial opening 
(and capital account convertibility) would 
ensure effective national monetary control 
over exchange rate movements under free 
float of currencies proves a disclaimer once 
the domestic and foreign financial assets are 
found to be imperfect substitutes of each 
other at the prevailing interest and exchange 
rates. As an example one can cite the case 
of a sudden hike in domestic interest rates 
as may happen with financial liberalisation 
because of removal of credit controls (e g, 
the CRR or the interest rate ceilings on 
deposits). An immediate result may be a 
larger inflow of foreign finance, with 
domestic borrowers jumping the domestic 
market to bormw at cheaper rates abroad and 
foreigners keen on lending at the higher risk 
adjusted interest rate domestic economy. It 
would be difficult for the domestic mone¬ 
tary authorities to avoid a Dutch Disease 
syndrome with additional capital inflows 
(and hence demand lor domestic currency 
by foreigners) pushing up the exchange rale 
The process would tend to wear out by itsell 
(and not via monetary contiol) as the cut rent 
account is adversely alfected. generating 
downward piessures on the exchange rale. 1 " 
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The inflationary consequences in the 
economy and the loss of confidence in the 
overvalued domestic currency may prompt 
the monetary authorities to attempt anchored 
nominal devaluation. However, since the 
margin of devaluation (which cannot afford 
to he repetitive in order not to generate 
adverse speculations) tends to be lower than 
the extent of inflationary price movements 
in each period, the adverse speculations on 
domestic curiency can continue, eventually 
leading to a reversal of the financial opening 
as exchange controls arc re-introduced.’ 1 
For the same reason a tendency for a run¬ 
away devaluation of the domestic currency 
which arises from attempts by speculators 
to take advantage ol a country’s overvalued 
exchange rate on a late realisation that the 
monetary authorities are unable or unwilling 
lo protect the ament lute by reserve 
depletions would lead lo capital flights and 
Iuither reserve losses. Attempts by the 
national nionetaiy authorities lo arrest the 
drop in exchange rate and capital (lights (the 
lalt»M with the realisation by speculators that 
foreign currency and securities arc better 
substitutes) would not be effective as long 
as the spcculatois are not convinced ol the 
strength of the domestic currency even at 
highei domestic inteiest rates. Similarly, the 
ument account (or to be precise, the trade 
balance) would not improve much with 
strong preferences lor ioreign goods. 
Interventions in the toreign exchange maiket 
with unchoicd nominal devaluations at this 
point would generate, as mentioned above, 
fuithet speculations against the domestic 
cui rency; and to Finally, the rigid adherence 
to financial opening with the conviction that 
such steps would ensure real growth in the 
economy tends to disregard the role of 
demand in accumulation, thus disregarding 
the profit-investment nexus.' 2 As can be 
seen in some developing countries in Asia, 
a high profit-investment syndrome can be 
sustained by rents appropriated by the 
corporate sector with high savings 
propensity, a process which could continue 
even in absence ol financial opening. 

II 

A Story of Real-Financial Nexus 
with Financial Opening: 
Indonesia and Malaysia 

Experiences of Indonesia and Malaysia, 
(woof the high performing Asian economies 
(HPAEs), demand a close scrutiny in view 
of their success in avoiding a financial crash 
or real stagnation while experimenting with 
financial opening. These two developing 
countries have continued with marked 
degrees of financial openness since the early 
1970s. With Singapore operating as a curb 
market, controls over capital Hows were not 
leasible in either country. Neither, however, 
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was subject to the conditional loan packages 
from the IMF since the two countries hardly 
ever borrowed from the IMF. The structural 
changes as happened in these economics as 
a consequence of the de-regulation of various 
markets thus reflected the strategy of ■ »e 
national governments. Both countries wcie 
subject to external shocks from the drop in 
prices of crude and natural gas during the 
1980s. The shock was especially severe for 
Indonesia where the share of oil revenue was 
nearly 70 percent during the 1970s. For both 
economics, export revenue from the 
nationalised mining and extractive sectors 
(plus non-renewable resources like limber 
for Malaysia), which was a large fraction of 
total exports, was mostly owned by the stale. 
Both countries (especially Malaysia) 
diversified production and exports into 
manufacturing during the 1980s. High 
growth rales of GDP, at around 6 per cent 
to 7 per cent for Indonesia and 5 per cent 
to 8.5 per cent for Malaysia, were observed 
while savings and investment were as high 
as 20 per com to JO per cent or above of 
GDP during the years of the last decade and 
a half. Both ha\c maintained high export 
growth rates on an average despite temporary 
shortfalls with external price shocks While 
trade balance has been generally favourable, 
investment income liabilities could easily be 
met, along with comfortable accumulations 
of exchange reserves, using the flows ol 
overseas concessional credit tor Indonesia 
and significant inflows of FDI for Malaysia 
Prices and exchange rates were fairly stable, 
but lor theolficially announced devaluations 
tn specific years in Indonesia. Controls ovei 
capital flows were fairly relaxed in both 
countries, even with occasional capital flights 
on a significant scale from Indonesia.*' 
Without going into the details of the 
performance indicators in the two economies, 
we provide below a few aspects which explain 
their resilience, much of which had iisongin 
in the structure of governance as well as the 
social and economic foundations in these 
countries. In Indonesia, the budget was 
governed by the constitutional provision 
which ruled out any deficit. A revenue deficit, 
if uncovered, could thus be financed only 
by external borrowing. The nation borrowed 
very little on private basts, both with low' 
international credit rating of the private 
agencies and also with a conscious drive 
on part of the government to tap the 
concessionary sources of international credit. 
The latter was readily offered by the Inter* 
Governmental Group on Indonesia! IGGI), 
a consortium founded by the western nations 
and the multilateral financial institutions 
including the ADB after president Suharto 
came to power in Indonesia in 1966. 14 
However, the large official borrowings 
pushed the debt indicators to rather alarming 



levels as can be seen from tiie high ratio of 
debt servicing to export earnings during the 
1980s, hovering around 35 to 40 per cent. 
As mentioned earlier, the composition of the 
debt had a large weight for primarily official 
long-term borrowings, the stock of which 
was more than four-fifths of the total debt 
stock at $ 66.85 billion in 1993. 14 The steep 
increase in official borrowings was the direct 
consequences of the successi ve oi I shocks in 
1982 and 1986 which pushed down revenue 
from crude from $ 34.3 bn in 1981-82 
to $ 25 bn in 1985-86 and further down to 
$ 12.6 bn in 1986-87. It is noteworthy that 
the international price of Indonesia's 
reference grade oil fell from $ 28 per barrel 
to $ 10 per barrel between January-Junc 
1986.'* According to some calculations, the 
loss of GDP in Indonesia due to the drop 
in terms of trade (largely with drop in crude 
prices) from its level in 1981 was at 14.) 
per cent for the average GDP of 1983-88 , n 
Devaluation of the Indonesian rupiah by 28 
per cent was one of the immediate responses 
by the government, which was followed by 
another, rattier unexpected, devaluation in 
1986 by 31 per cent. Capital flights, which 
reached a sum of $ 1.8 bn between the 
devaluation of fupiah in September 1986 
and the next three months, was a recurring 
problem, as is indicated by a $ 1.7 bn figure 
for capital flight in May 1987.'* With the 
soft landing ol dollar during 1986 and 1987 
at end of the Plaza agicement, oil and other 
export revenue for Indoncsiadcctmed since 
these prices were fixed in dollars. 

Despite these above international shocks, 
Indonesia's GDP grew at a fairly steady rate 
of 5.5 per cent during 1981 -90 while similar 
growth rates of value added by industry and 
services were respectively at 5.9 percent and 
6 5 per cent. By the 1990s the performance 
was even better with the respective annual 
percentage growth rates for GDP, value added 
by industry and services at 6.7 per cent, 8 
per cent and 6.3 per cent during 1994. Both 
savings and investment were high both before 
and after the oil shocks, with the rates around 
20 per cent or above.'* Annual percentage 
growth rate in expons averaged 17 per cent 
dunng 1989-90 and was steady at around 
10 per cent during the 1990s. The drop in 
oil revenue was more than compensated for 
by the steep increases in non-oil exports the 
respective annual growth in which averaged 

12.2 per cent, 17 8 per cent and 24.3 percent 
during 1983-87. 1988-89 and 1991 » 
Domestic inflation in Indonesia was 
remarkably controlled, with prices rising by 

16.2 per cent dunng 1975-83, and later 7.9 
per cent during 1983-87 and 6.7 per cent 
during 1988-89. The rate has continued to 
be moderate in the yeais since. 

The ability of the Indonesian economy to 
have stable growth was to a large extent 




fad tinned b> the clone control exercised by 
the government on finance as well as industry 
in the domestic economy. Ability to regulate 
both the flow as well as the direction of 
credit in the economy originated from (he 
continued state ownership of the major 
commercial banks even when private 
domestic and foreign hanks started 
functioning in the economy after 1%6. State 
control o( 1 manual assets in the economy 
could be made use ot both to combat the 
inflationary tendencies during the oil boom 
(bank deposits of the government were 
utilised to buy Bank of Indonesia certificates) 

. and later, to provide liquidity tothe domestic 
credit market as banking reform after 1983 
Jed to steep increases in domestic interest 
rales. (The Bank of Indonesia performed as 
lender of last resort and also created a market 
for encashing Bank of Indonesia 
certificates. ) ?l The ability of the government 
to have a command over the country’s 
financial assets was related to the nationalised 
export sectors as well as to official borrowings 
and the large ownership of the government 
m banking. Control over finance also allowed 
the government lodirecl credit via the closely 
monitored ‘liquidity credit' system, with the 
latter exceeding 90 percent of credit advanced 
by the nationalised state banks during the 
1980s. ITie live stale (controlled) banks along 
wuh Bank ol Indonesia controlled 80 per 
cent of financial assets by end of the 1980s. ” 
Ability to control the direction of credit 
allowed the state to achieve much higher 
rates of growth for both exports as well as 
industrial output than what was possible 
otherwise. The other significant factor which 
explains industrial and export expansion 
was the close tics with other Asian economies 
including Japan and the NIC. This was true 
both in terms of trade as well as the recent 
flows of FD1 The scene incorporates the 
essential features of a 'flying geese model' 
where trade as well as production and 
investment respond to the changing cost 
advantages m a global economy. Thus 
investment tends to move out to the high 
growth low cost economies, shifting the 
base for production and trade to new areas. 
While the ability of the host country 
government to sustain close links between 
industrial growth and financial flows in the 
economy provided the basis for growth and 
stability during the earlier years the recent 
spurt in FD1 flows has complemented the 
picture, with expansions in both inter¬ 
industry as well as inter-regional flow of 
investment and trade in Asia. 

For Malaysia the pattern had been roughly 
similar, with large stale control over export 
revenue from the nationalised sources of 
non-renewable resources which was a large 
proportion of total export earnings till the 
mid-1980s. While banks wcie not as much 
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under state ownership as in Indonesia, 
Malaysia became a model for prudential 
regulation on banking . As in Indonesia, the 
government could influence the credit flows, 
for example, by making use of the Employees 
Provident Fund (which was 20 per cent of 
domestic financial assets) to ease domestic 
liquidity shortage during the 1980s.’ 4 The 
slate followed a conscious policy to keep out 
foreigners from ownership m the corporate 
sector by giving concessional hum and 
other facilities to Malaysian ‘humiputras’ 
and other residents whose share in corporate 
assets went up from 38 per cent to 70 per 
cent between 1971 to 1990. While more than 
onc-lhird of investment funds in industn 
were advanced by the federal government, 
the share of the stale sector was similarly 
high in production and exports. Bank Negara, 
the country's central bank, had a decisive 
role in monetary management and was also 
able to stem capital flights by means of 
directives.*'' For Malaysia, external borrow¬ 
ings were much lev> significant and FDI 
flows fetched signi.icant inflows of capital 
on a net basis, rising from % I.Ghn in 1989 
to $ 4.3 bn in 1993. As a consequence both 
external dcbt/GDPand the debt service ratios 
were low. with the respective figures 
dropping below 40 per cent and 10 per cent 
during the 1990s.-’*‘ As in Indonesia, the 
'country never had close control over capital 
flows and was on a path of larger doses of 
financial opening in the 1980s. Again the 
same pattern of intra regional and intra 


industry trade in the Asia Pacific region 
boosted the pattern of production and trade 
in the economy, with larger doses of foreign 
investment. 

Experiences of Indonesia and Malayasia 
with financial opening indicate the crucial 
significance of an effective surveillance at 
a national level of monetary and fiscal goals 
towards price stability and credit allocation 
towards achieving a diversified production 
base in manufacturing. Strategies us above 
in the respective domestic economies paved 
the path for a greater degree of integration 
between industry and finance, both at a 
domestic and at an international level, with 
an expanding scope for FDI inflows and 
intra-industry trade at a regional level. 
Financial and other sectors of these 
economies were opened up without any 
outside compulsion from the IMF or donor 
countries. The continuing buoyancy of the 
real sector within the respective domestic 
economies was supported by the mutually 
supportive role of finance and industry which, 
to a large extent, was (he result ol state 
policy. The end of financial controls and 
regulations, while having an early beginning, 
was never stretched to the limit which could 
conflict with the goal of gearing finance to 
the cause of real activity in the domestic 
economy. The expanding network ol the 
internationally integrated circuits of pro¬ 
duction and investment in East and South 
Fast Asia complemented the above process, 
especially with flows of FDIs seeking better 
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locations as compared to die high-cost and 
low-growth economies in the industrial areas. 

Ill 

Fragile Finance and Low Real 
Growth: OECD and Latin America 

The picture given above for the two Asian 
economies experiencing stable growth and 
having an ability to manage their balance 
of payments under financial opening can 
now be contrasted to the severe financial 
crisis in the Southern Cone in particular of 
Latin America where the results of financial 
opening were very different. In general 
capital account convertibility often resulted 
in rapid upward movements in domestic real 
interest rates and sudden inflows of capital 
to cause a Dutch Disease syndrome. The 
resulting currency appreciation has often 
resulted in production losses as exports of 
goods and services fell. As a consequence, 
some of these countries had no other option 
than to revert to some degrees of exchange 
controls. The actual outcome was also a 
function of the country’s access to the 
international capital market and the ability 
to compete in the market for exports. In other 
situations capital account opening has 
resulted in a quick succession of money 
changes with large-scale capital flights and 
rounds of depreciation. For obvious reasons, 
policies had to be similarly reversed in these 
situations as well. Ability of the domestic 
monetary authorities to combat such 
situations was in most cases rather limited. 
On the whole, the demonstrated ability of 
the two Asian economics to avoid a path of 
"financial crash’ consequent on an end to 
their financial repressions’ had thus had 
fewer parallels than arc actually forecast in 
mainstream policy prescriptions to the 
developing countries in terms of financial 
opening. 

Financial opening or de-regulation began 
quite early in the 1970s in the major industrial 
countries some of which were already in the 
middle of a recession. An indication of the 
process was the growth of non-bank financial 
intermediation which was no longer distant 
from the banks as under segregated banking 
which prevailed earlier. In the year 1991, 
non-bank sources of income accounted for 
41 .B per cent, 38 per cent and 3S.9 per cent 
of bank income in the UK, the US and Japan, 
respectively. 77 Income earned from these 
sources included fees, commissions, 
brokerages, etc, on various new activities in 
which the bank business had already 
branched out. Also real estate transactions 
as well as corporate mergers and acquisitions 
engaged a large part of bank financing. In 
addition, off-balance sheet activities and use 
of over the counter (OTC) derivative 
instruments were popular with the banks. As 
mentioned by some bankers, the latter was 


no less risky than the ordinary credit business 
in the 1980s!** According to a iflS study, 
off-balance sheet activities of the US banks 
were more than 700 per cent of their on- 
balance sheet activities at end of 1990. M 
With real growth rate in the major indust i il 
nations hovering around less than 2 per cent, 
these tendencies in the financial sector were 
in essence a response to the increasing market 
uncertainties under de-rcgulation. The end 
result was thus a paradox, one where finance 
survived in the industrial economies through 
its own turbulence and not due to real 
growth.** 

Success of financial opening and capital 
account convertibility in stimulating growth 
through allocati ve efficiency and in achieving 
national monetary autonomy in a regime of 
floating exchange rates seems to have by¬ 
passed the industrial economies, which in 
practice have initiated myriads of policy 
interventions in the financial markets to avoid 
more serious financial runs in the domestic 
economy. In the developing economies the 
ability to manage an open capital account 
with free financial markets depends, among 
other things, on (a) the tolerable speed and 
range of variations in the exchange rate as 
are consistent with the interests of the 
domestic real and the financial sector, (b) 
the size of reserves and their adequacy in 
relation to the need to offset movements in 
the exchange rate; and (c) the ability of the 
monetary authorities to operate in the interest 
of real growth, stability and the desired 
structure of output (the co-ordination of the 
interests of finance and industry), both at a 
domestic and at an international level, in 
order not to have a path of financial boom 
orsimplc volatility along with real stagnation. 

Notes 

(The present paper was presented in November 
1995 at a workshop on 'State and the Market in 
Asian Economies 1 organised b> the Centre for 
Economic Studies and Planning, jawaharlal Nehru 
University, New Delhi.] 
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Minimum Labour Standards and 
Itade Agreements 

An Overview of the Debate 

Rohini Hensman 

What accounts for the consensus among employers , the government and national trade union leaderships on rejection 
of the social clause specifying minimum labour standards in multilateral trade agreements? Does it represent the 
interests of rank-and-file workers? Who will benefit from this opposition? 


IT is noi at all surprising that the Indian 
government is opposed to the inclusion of 
a social clause specifying minimum labour 
standards in multilateral trade agreements: 
the united opposition of all sections of 
employers to any attempt to link minimum 
labour standards with trade is sufficient 
explanation for the Indian government’s 
stand. However the rejection of the social 
clause by all the national trade unions' is 
more surprising, and needs to be examined 
in greater detail. What accounts for this 
consensus between employers, government 
and national trade union leaderships? Does 
it represent the interests of rank-and-llle 
workers / Who will benefit from this oppo¬ 
sition? Wc shall look at these questions later. 
But first, a very briel summary of the back¬ 
ground against which the debate is 
taking place. 

Background 

An estimated 8 percent of the labour force 
in India falls into the formal or organised 
sector which is protected by fairly com¬ 
prehensive labour laws covering industrial 
disputes, unfair dismissal, trade union rights, 
working conditions, health and safely, etc. 
Restrictions on the employment of children 
and young persons, restrictions on night 
r work for women, maternity benefits and 
workplace creches for the pre-school children 
of women workers arc all covered by these 
1 laws. While employers may not necessarily 
respect these provisions, workers in this 
sector, who have traditionally been highly 
unionised, have used these laws to their 
advantage. 

4 Employment of women has rarely gone 
jr&bove 11 percent of the formal sector labour 
force at most. Case studies indicate that once 
i workforce gets unionised and the legal 
provisions for women have been imple¬ 
mented, recruitment of women decreases or 
stops and their perccntgc in the workforce 
declines. This has happened, for example, 
iA textiles and pharmaceuticals 2 and open¬ 
cast iron-ore mining. 1 In all these cases, the 
reduction in the proportion of women was 
associated with technological change and 
rationalisation; in the case of the Indian Leaf 
Tobacco Division of ITC, 25,000 women 
engaged in manual leaf stripping lost their 


jobs when the operation was automated in 
the early 1980s. 4 The national and other 
trade unions in this sector have fought for 
maternity benefits and creche facilities for 
women, hut not against the initial con¬ 
finement of women to labour-intensive jobs 
and later exclusion from the workforce; lor 
equal remuneration for the same work, hut 
not for equal pay for work of equal value, 
nor for equal opportunities. Discrimination 
in employment has disadvantaged not only 
women, but also workers from scheduled 
castes (dalits) and religious minorities 
(especially Muslims), who are grossly under¬ 
represented in the formal sector compared 
to their proportion in the population. 

It follows that the vast majority of these 
under-privileged workers, as well aschildrcn. 
arc to be found in the informal or unorganised 
sector, where legal protection is minimal, 
and even those provisions which exist can 
rarely be implemented because it is so easy 
for employers to dismiss workers who try 
to form unions. More than 50 per cent of 
the workers in this sector are women. 1 Despite 
the heavy odds against them, some workers 
in the informal sector have succeeded in 
forming unions, but until recently, there was 
no organisation representing them at a 
national level. However, in May 1995 the 
National Centre for Labour was formed, 
bringig together in a national federation 
unorganised sector workers in Self Employed 
Women’s Association (SEWA), unions of 
fishworkers, construction workers, agricul¬ 
tural and forest workers, and many others. 6 

Given the vast disparity between wages 
and conditions in the formal and informal 
sectors, employers in the formal sector were 
faced with a threat as well as an opportunity. 
The threat was that products of the informal 
sector, while perhaps slightly inferior in 
quality to their own, were competing succes¬ 
sfully with them on the market because their 
price was so much lower. The opportunity 
was that they too could profit from the 
disparity by subcontracting work to the 
informal sector. Many employers chose to 
do the latter; Philips, for example, began 
doing this as early as I954,andin the Philips 
India Annual Report for 1980 claimed to be 
providing for over 34,000 people in 750 
units throughout the country in addition to 


the 8,409 employees directly employed, by 
them. 7 Another ploy has been to open new 
plants in ‘backward’ (ic, industrially- 
backward) areas, employing non-uniomsed 
workers at much lower wages, and gradually 
transfer production to them. It ts notable that 
whereas in other countries such as Korea, 
companies have had to move offshore (lor 
example to Indonesia) in order to find cheap 
labour, the vast pool of unorganised un¬ 
employed or under-employed labour in India 
provides employers with low-wage country 
within the country, so to speak 
The economic liberalisation of July 1991 
accelerated all these trends, many companies 
(including MNCs) with factories in the high- 
wagccity of Mumbai got rid of thcirunioniscd 
workforces through a mixture of force and 
fraud - despite .strong resistance from the 
unions m many cases - and moved their 
operations entirely to non-uniomsed work¬ 
forces in new locations and/or subcontracted 
units/ Since women had already been much 
reduced in number in the formal sector of 
industry, it was mainly men who lost their 
jobs, but there were women among the 
victims too. The New Textile Policy, which 
actually began some years earlier, led to a 
steep increase in the price of cotton yam, 
which accelerated after 1991, as both cotton 
and cotton yurn'lound higher prices on the 
world market and were exported. Textile 
production in both (he formal and informal 
sectors was hit; mills closed down while 
thousands of handloom weavers lost their 
livelihood. On the other hand, employment 
opportunities were also created, for both 
men and women, in the new units of the 
formal sector as well as in the organised 
sector. The net effect, in Ahmedabad for 
example, is that many women working in 
the unorganised sector have become the 
main bread-winners, and child labour too 
has increased/ Rather than deindustria¬ 
lisation, there has been wage-cutting through 
the de-unionisation of industry, and it is 
amusing to sec major MNCs like Unilever 
and Philips, when confronting their em¬ 
ployees, arguing that they too are forced into 
such measures due to sharper competition 
resulting from economic liberalisation! 

It may be too soon todraw firm conclusions 
on the effects ofliberalisation and structural 
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adjustment, 10 but the indications are that 
impoverishment has resulted. While there 
have not been anything like the dramatic 
effects which resulted in other countries 
such as neighbouring Sri Lanka, we have 
to remember that India started from a position 
where the overwhelming majority of the 
population was already suffering from 
desperate poverty and lack of social security. 
We arc also talking about a country with a 
negative and falling fcmaie/male sex ratio, 
and where the female literacy rate in 1991 
was 39.4 per cent (one of the lowesi in the 
world) as against 63 9 per cent for males. 
It is arguable that women could not very well 
have got much worse off without being 
wiped out altogether! It is clear that unless 
the icireai of organised labour is reversed, 
there will be no agency by which any of the 
new wealth being Haunted by the urban and 
rural elites will ever reach down 10 the 
people whose labour produces it, and that 
additional organisation and struggle will be 
required to ensure thai women workers ben¬ 
efit loo Tins is the background against w inch 
discussion ol the social clause must he seen. 

ECONOMIC Llltl. KM ISA 1 ION ANOSOCIAI ClJM St 

Economic liberalisation was triggered by 
a balance of payments crisis, a disastrous tall 
of foreign exchange reserves in 1991, and 
tins circumstance has been used to argue 
either that the gov eminent had no choice but 
to accede to the demands of the IMF and 
World Hank, or that it was anyway a slavish 
agent ot these international financial insti¬ 
tutions. Extreme Leil joined extreme Right 
in condemning the ruling Congress Party for 
selling out the sovereignty ol the nation in 
becoming paity to the GATT and a pro¬ 
ponent ol glohalisation 

What these views I ail to recognise is that 
for a substantial and powerlul section of 
Indian capital, liberalisation was an oppor¬ 
tunity rather than a threat, and exclusion 
from the emerging world trading order would 
have been a disaster. At independence in 
1947, all sections of Indian capital needed 
state protection in order to develop without 
being completely subordinated or crushed 
by foreign capital, but by 1991 the scenario 
was substantially different, with many large 
companies feeling confident of being able 
to compete in global markets, either on their 
own or in partnershi p with foreign companies. 
Papers like The Economic Times and Business 
Standard report a steady How of Indian 
companies setting up ventures abroad, either 
on their own or tn partnership with local 
companies. In an article which should be 
required reading for anyone who still thinks 
that the Indian bourgeoisie is poor and 
downtrodden, Nagesh Kumar shows how 
Indian Foreign Direct Investment in ventures 
abroad rose from 22 in 1970-75 to 344 in 
1991 -93, bringing the grand total up to 600, 
ol which 329 were in third world countries. 


68.in the former Eastern bloc, and an im¬ 
pressive 203 in the industrialised countries. 11 
This section of Indian capital had come of 
age. and needed globalisation for further 
growth and development. For a section of 
rural capital too. globalisation meant an 
opportunity to sell products on the world 
market at higher prices than they could get 
in the state-controlled Indian market. 

On the other hand, another section of 
smaller capitalists did not feel confident of 
being able to compete on equal terms with 
foreign producers. Represented by organisa¬ 
tions like the Swadeshi Jagran Munch, an 
organisation of the extreme right-wing RSS. 
they linked economic with cultural nationa¬ 
lism and both with Hindu chauvinism, 
arguing that globalisation would lead to a 
degradation of ‘national’ (i c, Hindu upper- 
caste) culture and values, and should be 
opposed in tavour of “swadeshi and 
nationalism’'. 12 A large section of the Lelt 
supported their economic nationalism, but 
there were workers who asked, ‘Why should 
we be forced to buy interior goods at inflated 
prices from these crooks who have been 
robbing us for decades?' 

While differing in their altitude to globali¬ 
sation, however, both these sections are 
united in their opposition to minimum labour 
standards. Small- and medium-scale em¬ 
ployers have been ready to use any methods 
- up to and including murder (the most 
famous case being that of Shankar Guha 
Niyogi) - to prevent their workforces from 
unionising: the easiest and most common is 
simply to dismiss workers who try to 
unionise, or close down the workplace and 
move elsewhere, both of which they can do 
with impunity because of their relative 
fredom from legal constraints. Large enter 
prises, more hemmed in by legal constraints, 
have to employ indirect methods to get 
around them, but they too seem to have 
decided in many cases that uions are 
something they can do without. There has 
undoubtedly been as much pressure from 
Indian as from foicign companies to make 
the government oppose the social clause. 
The government's explicit position, however, 
is that the social clause will remove the 
‘comparative advantage’ of third world 
countries in world trade. 

Opposivion from Trade Unions and NGOs 

National trade union leaderships. Left 
parties and some NGOs have opposed the 
idea of labour standards linked to trade 
agreements for a variets of reasons. Going 
through reports and statements coming out 
of two national consultations on this issue, 
organised in Delhi (March 1995) and 
Bangalore (October 1995) by the Centre lor 
Education and Communication, one can find 
the following arguments: 

< 1) The new WTO regime is more weighted 
in favour of the industrially-advanced 


countries than the old GATT regime* and 
the social clause would provide a further 
basis for them to intervene against third 
world countries. 1 ' 

(2) The social clause is aimed at eroding the 
competitive edge of third world exports: 14 

(3) The linkage of labour standards to 
multilateral trade agreements should he 
rejected along with WTO itself, since they 
are pan of an exploitative international order. 1 ' 

(4) The social clause is a protectionist 
measure.’ 6 

(5) Individual countries should decide on 
how to improve labour standards. 17 

(6) Trade-linked labour standards will 
function in the interest of MNCs. 1 " 

(7) The ideological function of proposing 
the social clause is to suggest that low labour 
standards in third world countries are a result 
of internal problems like a weak democratic 
tradition and the indifference of trade unions, 
whereas the real reason is the centre-periphery 
inequality of the international economic 
system. ,v 

(8) Trade-linked labour standards are the 
least effective way of enforcing (or enabling 
trade unions to enforce) labour standard*.*’ 

(9) “(S)ocial clauses make bedfellows of 
Northern Trade unions and their corporations 
to jointly police and undermine social 
movements in the South”. 21 

(10) Since labour standards lie in the domain 
of the ILO, the social clause should become 
part of the ILO. 22 

How much substance do these arguments 
have? The first major ruling of the WTO 
upheld a complaint made by Venezuela and 
Brazil that US petrol norms discriminated 
against imports. Hading this decision. Nila 
Ghei writes. 

The World Tiade Organisation (WTO) has 
teeth. And it is willing to use them, even, 
against the mighty United States. That should 
be a source of substantial comfort to all 
developing countries, especially India... 
Under WTO rules, a dispute, including at! 
appeals, has to be settled within eighteen 
months. Under the GATT, disputes could 
and did last for years on end Eevn if and, 
when the GATT dispute settlement paneF 
did come to a decision, the ruling was 
practically worthless. GATT worked on the 
basis of consensus, which meant that a 
powerful country like the US could hold up 
the implementation of a ruling for aiti 
indefinite period... I 

The WTO now has the power to insist than; 
the US change trade icgulations that are in; 
violation of multilateral rules or face the^ 
consequences - an unimaginable scenarios 
under GATT... I 

The WTO corrects some ol the powe*^ 
imbalance between the rich and the poor 
countries that existed under GATT... 25 

This article argues very strongly that the? 
WTO is an improvement on the previous 
GATT regime. And indeed, if the WTO^ 
operates on a one-country-one-vote basis^ 
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' third world governments have an opportunity 
to make their presence felt - provided, that 
is, they pull together, rather than engaging 
incut-throat competition against one another! 
This view is reinforced by the'fact that Pat 
Buchanan, the most racist and right-wing 
presidential candidate for the right-wing 
Republican Party, is opposed to US 
participation in the WTO, and has been 
calling for it to pull out.' 4 According to him, 
"what is good for General Motors is no 
v longer good for America if General Motors 
.‘ is shutting down plants in Michigan and 
/Opening them in Mexico City". 25 It appears 
that the extreme right in the US, like the 
extreme right in India, stands for a national 
as opposed to a globalised capitalism. 

What these quotations pinpoint is another 
weakness of the argument opposing the social 
clause: they lump together the World Bank, 
IMF, WTO, MNCs, capital, labour and the 
state in industrially-advanced countries as 
a single, consolidated interest; there is no 
Inkling that that there may be conflicts of 
' Merest between these various players, much 
less contradictions between different sections 
of capital or different political parties. 

However a less simplistic analysis shows 
that these conflicts and contradictions do 
ineed exist. Trade union bodies like the 
AFL-CIO and ICFTU arc in favour of the 
social clause, at least partly because they feel 
that competition with cheap labour in third 
world countries is causing job losses in 
Europe and North America. Some 
governments and parties in these countries 

- those who are more amenable to trade 
union pressure - support them. Others, like 
the British Conservative Party, are opposed 
to social clauses. The Dutch government and 
Dutch business are also opposed to the social 
clause, while the British Labour Party 
purports to be supporting it. though it remains 
to be seen if it will continue to do so if it 
comes to power. There is no evidence to 
suggest that MNCs support the social clause, 
and it seems logical to conclude from their 
anti-union behaviour in India that they would 
fee opposed to any measure which enforces 
collective bargaining and trade union rights. 
The international financial institutions are 
against linking labour standards to trade 
because this would impose limits on the 
freedom of capital and the exploitability of 
labour; the World Bank's 1995 World 
development Report says in so many words 
that ‘It is best to keep multilateral trade 
agreements confined to directly trade-related 
issues to prevent protectionist interests from 
rnisusing such links" (p 6). And apparently 
the former chairman of GATT, none other 
than Arthur Dunkel of the infamous Dunkel 
Draft, also feels that the social clause amounts 
to backdoor or disguised protectionism. 2 * 

- What emerges is that far from being 
unanimous on this issue, labour and capital 
In the industrially advanced countries are 


sharply opposed to each other, while 
governments and political parties lean one 
way or the other depending on their own 
sympathies and whose pressure is stronger 
at the time. 

Support from Trade Union 
Activists and NGOs 

While the trade union leaders. Lett parties 
and NGOs who reject the social clause try 
to dissociate themselves from the position 
taken by Indian capital and the Indian 
government, there is nonetheless an implicit 
assumption that what is bad for India' or 
'the nation' is also bad for Indian workers. 
There could be many reasons fol this 
nationalist position: for example, the 
powerful emotions aroused by accounts of 
the struggle for independence combined with 
ignorance of the changes in the nature of 
Indian capitalism since then, or a mistaken 
association of economic nationalism with a 
certain degree of state commitment to social 
justice, among others. By contrast, the 
arguments in favour of the social clause 
below - by rank-and-file worker unionists, 
and activists working with organised labour, 
the informal sector, and child labour - 
represent a passionate rejection of any kind 
of compromise with Indian capital and a 
government which they see as having 
betrayed the interests of workers and the 
poor: 

Sujata Gothoskar (activist of Workers' 
Solidarity Centre, working with formal sector 
unions in Bombay): The first argument is 
about "eroding the competitive edge of our 
country". This competitive edge is 
supposedly the miserable wage levels of the 
workers, the bad living and working 
conditions, and the denial to them of basic 
human rights. Is it not shameful for us to 
argue about "our advantages" in such a 
cynical manner? With this argument, every 
struggle by the workers for a belter life may 
be argued as eroding the competitive edge 
of our country. Does this not negate the 
rationale and existence of the unions itself/ 
The second argument is about "individual 
countries deciding how to improve... labour 
standards". Can workers and unions ever 
talk about individual countries deciding on 
improvement of labour standards? When 
countries decide, who or what exact sections 
decide? When TADA or other laws are made 
and used to arrest and harass workers, 
unionists or anybody protesting against 
injustice, who decides these laws and their 
implementation? Can we say India decides? 
Can we say workers decide? unionists decide? 
The government is the biggest flouter of 
labour legislation, so how can they be trusted 
toimplement it?There are dangers in linking 
the social clause to trade, but there's no other 
option. 27 (In fact, Ashiro Roy shows that 
replacing child labour by adult labour in the 
carpet industry, for example, would hardly 


make any difference to the ultimate sale 
price because most of the mark-up occurs 
elsewhere. This is unlikely to hit exports, 
but it would result in somewhat lower profits 
for the employer. This supports Thomas 
Mathew's conclusion that "the social clause 
would not erode the competitive edge; it 
would rather impair the exploitative 
advantage". ) 2 * 

Srilata Swaminadhan (activist of the 
Rajasthan Kisan Sanghathan, working with 
the rural poor in Rajasthan): (W)hat the poor 
and toiling masses are being told to do by 
their ruling classes is to stand by their 
respective governments in fighting against 
linkages as that is what is in the national 
interest. While exposing the hypocrisy ot 
the developed nations behind their demand 
for linking social clauses with mta. it is 
equally important that we expose the 
hypocrisy ofour own government and ruling 
classes (and those of all TWCs). It is being 
borne home with every action of the 
government that ‘national interest’ means 
only the interest of the minority rich who 
rule this country and coniroi all its wealth 
and resources. Is it not the height of hypocrisy 
that our government should consider linking 
equal wages to men and women with trade 
to be against the interests of the nation? Is 
it not revealing that it considers giving a 
guarantee to stop child labour as harmiul to 
our country? So, the next question is - what 
do the toiling men, women and children of 
a country owe to its government and to its 
ruling classes that have so blatantly and 
shamelessly rejected them? Do the poor of 
our country have to adbicate all their rights 
and privileges in order to prove that they 
are loyal to the nat ion and are all the sacri flees 
for our 'development' only to be made by 
the poor? 29 

Amrita Chhachhi (researcher and activist, 
describing the problems of women working 
in the electronic industry in Delhi): As a 
result of the current economic policy even 
well known TV firms [are] sub-contracting 
industrial work. This has resulted in a large 
number of small ancillary units where women 
are employed at below minimum wages. 
These units are so flexible that they can close 
down operations and relocate them at short 
notice. As a result, all attempts at organising 
women labourers have been failures. It has 
become extremely difficult to even trace the 
movement of these units from location to 
location. Unionisation is impossible in this 
scenario. “Therefore", Chhachhi says, "there 
is very little possibility of a purely internal 
struggle or mechanism that could solve the 
problem. One may have to explore the idea 
of an international mechanism which includes 
trade sanctions." 30 

Joseph Gathia (Centre for Concern for 
Child Labour): The quantum jump in child 
labour as a result of the new policies is 
particularly reflected in the carpet industry 
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where there were around 30*000children in 
1979-HO, but 3,95,000 in 1993-94, “In this 
context 11 , Gathia says, “the social clause is 
the only silver lining in an otherwise dismal 
scenario, We need to support the inclusion 
of a social clause and not allow the developed 
countries to use it in their favour .* 1 He feels 
that the current opposition to the social clause 
was not warranted. He also questions the 
sfcuid of trade unions, that enforcement of 
labour standards by ILO. and not by WTO, 
would be acceptable. He feels that the ILO 
had no teeth and our governments have not 
been listening to ILO. 1 * 

Murlidhuran (worker activist from 
Bochringcr-MunnhcimEmployees' Union): 
It may be true that there arc protectionist 
interests behind the social clause proposal. 
But the protectionist interests of the 
Lancashire nnllowners were behind most of 
our labour legislation, yet we have been able 
to use it to our advantage .'* 1 

Hansh Pujari (worker activist from Otis 
Elcvatoi Employees' Union): The social 
clause can’t be used against workers, and 
wo may be able to use it to our advantage, 
so why should wc oppose it?" 

M 1 Pandcy (Bombay Union of 
Journalists). We all know that the UN is an 
organisation dominated by imperialist 
mieiests, yet we support its Human Rights 
Charter, couldn't we therefore support 
the social clause while rejecting the 
exploitative world order represented by the 
WTO?" 

Bonnet D'Cosia (worker activist from 
Hindustan Lever Employees 1 Union): Most 
ol world trade consists of MNC products, 
so they will be hardest hit by the social 
clause. It must be linked to trade, otherwise 
there will be no way of enforcing it. But third 
world workers must have a say in defining 
the social clause and putting what we want 
into it; wc can't just accept what trade unions 
in the imperialist countries suggest. Did they 
ever protest against colonialism? They have 
benefited from imperialism, but they haven't 
raised their voice against it.'* 

Nima Sndhankar (worker activist from 
Rhone-Poulenc Employees' Union): Why 
should we look at the social clause only in 
terms of what has been proposed already? 
We should make our own proposals. If Nike 
violates the rights of workers in Bangladesh 
or Indonesia, the company should be 
penalised. If u country discriminates against 
certain sections like women, dalits or 
Muslims in, say, education, then the country 
should be penalised . 16 

Way Forward 

It is impossible in a paper this length to 
do justice to all the arguments which have 
been put forward on this issue, but the 
foregoing extracts give some idea of the 
range between the two extremes. Ultimately, 
the question - as Shark Bhowmik correctly 


poses it * 7 - is: Is opposition to ittie social 
clause justified? And none of the arguments 
for opposition carries conviction. Granted 
the proposed social clause is inadequate, it 
needs to be modified, its implementation has 
to be monitored carefully, it needs to be 
supplemented by other forms of action 
locally, nationally and internationally; but 
if we look at it from the standpoint of workers 
- rather than a fictitious 'national interest’ 
which consolidates labour, capital and the 
state - then it seems that on balance the 
social clause would help*iniernal struggles, 
just as trade sanctions against apartheid South 
Africa-supported internal struggles against 
die apartheid regime. 

Perhaps it is only from the standpoint of 
those who are not struggling for collective 
bargaining rights for all workers, the abolition 
of child labour, and freedom from 
discrimination that the social clause looks 
so threatening? Do Indian trade union 
bureaucrats have the moral right to oppose 
the social clause when they have never 
seriously taken up the issues of child labour, 
the collective bargaining rights of over 90 
per cent of the labour force in the informal 
sector, and blatant discrimination against 
women, dalits and Muslims in the formal 
sector** Surely they should ask themselves 
why they have landed up with such unsavoury 
Ixxlfe! lows as the World Bank. Arthur Dunkel 
and the British Conservative government? 
While it is certainly true that there arc external 
causes of the low labour standards in India, 
this by no means rules out the existence of 
internal causes as well. 

At the same time, there are good reasons 
for the scepticism frequently expressed about 
the bona fidcs of European and North 
American trade unions and the international 
union organisations dominated by them. 
Don Thomson and Mike Press have written 
about the moderateTUC collaboration with 
British overseas interests and the much 
closer and more shameful collusion bet¬ 
ween the AFL-CIO and American imperia¬ 
lism, and how this has affected the ICFTU 
and International Trade Secretariats too.'* 
And even well-intentioned unionists from 
industrially advanced countries have only a 
very hazy idea of what uieir role has been 
or could be in an international order which 
has been creating and perpetuating low labour 
stancards in third world countries for 
centuries.™ Unless and until they are aware 
of these issues and support third world 
struggles aimed at removing the external 
causes or low labour standards, they will be 
open to the suspicion that their advocacy of 
the social cluase is primarily motivated by 
self-interest. 

Let us take the example of child labour. 
Arguments against its abolition can only be 
described as sickening; no one who has 
worked with these children or knows what 
they suffer can doubt that the whole system 


is 4 gross violation of their human rights. 
Moreover, it exacerbates the problem of 
adult unemployment, weakens d>c bargaining 
power of those in employment, drives down 
wages, and thus becomes part of adownward 
spiral of impoverishment and oppression 
leading to yet more child labour* 
Organisations which are working for its 
abolition have shown that it is a practical 
proposition; for example the 
Venkatarangaiah Foundation has actually 
taken thousands of children out of’ 
employment, trained them in camps, and put, 
them into schools. They have found that ; 
parents are not only willing to adjust and! 
manage without their children's labour, but ’ 
learn to value their children more once they. 
are free from this exploitative relationship.'*' 

But if we are thinking of rehabilitating all 
the working children of India in this way, 
the practical difficulties are enormous. 
Estimates of their numbers differ, but there:, 
are some tens of millions of them at least ; 
(the ILO World Labour Report estimated 44 
million in 1992). In a country which is| 
already short of school places, schools will 
have to be set up and teachers trained to 
teach them. All of them will have to be 
provided with school books, clothes, and 4 
mid-day meal; many will in addition need 
hostel accommodation, the rest of their meals, 
and pocket money. And all this at a time 
when international financial institutions are 
pressurising the government to cut 
expenditure on education and welfare? Hon 
can it be done? If trade unionists in Europe 
and North America want to convince us dug 
they are genuinely concerned about these 
children and not just about their own jobs * 
they must help us to come up with creatiw i 
solutions to this problem. Perhaps thej 
could campaign for debt cancellation whief 
is directly set off against government ? 
expenditure on rehabilitating and educatm,] ; 
these children, and an immediate end t 
structural adjustment policies which ieadti ' 
increases in child labour. Such propoad ■ 
ha veto be part of any discussion of the sods r 
clause. 

Putting together all the positive contvi 
butions to the debate on the social claim 
1 would propose the following: 

Since the social clause has not yet con 
into being, there is scope for discussion an 
debate to modify the proposal. In thecontei 
of the conditions and debate in India, tf 
following points should be considered: ; 

( 1 ) It does indeed seem to be unfair that 
an MNC violates worker rights in a thii 
world country, it should get away scot-fin 
while the country alone is penalised. Tha 
should be some provision for penalising il 
company too - e g, a World wide trade boyof 
against its products. The company shoti 
also be held responsible for the conditio . 
it imposes on its suppliers, if these allow ' 
encourage violations. 
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§ (2) Most child labour is not in the export 
/' sector at all. so the problem would not be 
' solved if child labour in export production 
akmc were to be penalised. There should be 
' penalties against violations of minimum 
standards even if these occur in non-export 
sectors. 

(3) It is also worth considering the suggestion 
that if there is rampant discrimination in 
areas other than employ ment, that too should 
be penalised. In India, with its abysmal 
record on female literacy, education 
j immediately comes to mind - especially 
, since education has a bearing on employment 
i opportunities too. 

■ (4) The provisions for equal remuneration 
and non-discrimination will certainly benefit 
women workers if they are implemented. 
But women would still be at a disadvantage 
in the labour market due to their extra burden 
Of domestic labour. In a different context, 41 
women worker activists proposed that men 
as well as women should be entitled to 
parental leave and childcare. It would make 
a very big difference to women workers if 
these provisions arc included in the minimum 
standards - and would also eliminate child 
labour in the form ot girls being kept at home 
to look after younger siblings. 

(5) Wc should also consider including health 
and safety provisions. After our bad 
experience with the Bhopal disaster, it seems 
especially important to have some means of 
regulating the conduct of MNCs and 
' penalising them for violations. 

( . (6) Who will he entitled to make complaints? 

1 There is a restriction on who can make 
complaints to the ILO, but any workers’ 
i organisation or NGO working in the relevant 
,|;field should be entitled to complain about 
j the conduct o! a government or a company, 
t (7) Who wilT investigate the complaints? It 
’■ has been suggested that the ILO should do 
t $o, since it already has some means for 
v collecting information. But these are already 
inadequate, and are likely to be even more 
: inadequate for the new task. Is it possible 
for trade union and NGO researchers to play 
a role here? 

i; (8) There arc widespread fears that the WTO 
! will be biased in (he way it implements trade 
h sanctions - eg, that it will not impose them 
f jhi a powerful country (much less a powerful 
r&bmpany). Is there a way of ensuring 
transparency and accountability in its 
\ decision-making? 

I (4) There has to be much more debate on 
Ifjthe; social clause as well as other ways of 
enforcing minimum labour standards (e g, 

I international trade union action, publicity 
campaigns, consumer action), locally and 
'.nationally as well as internationally. A forum 
[for the international debate needs to be 
\ 2 teated. Wc in India have some knowledge 
jf what trade unions in Europe and the US 
fUC saying, but very little idea of what trade 
/jntons, activists and workers in other third 
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world countries are arguing and demanding. 
How can we gel this information? And con¬ 
versely , how can wc make sure that the voices 
of grass roots activists and workers from 
India (and not just those of trade union bureau¬ 
crats) arc heard in other countries? Creating 
a forum where this information can be 
exchanged and where the various points of 
view can be discussed is an urgent necessity. 
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DISCUSSION 
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‘Free’ Primary Education 

B C Mehta 


IN a comprehensive review of the primary 
education scenario. Tilak (1996) marshals 
evidence to show that ‘free* primary 
education in India is after all not so free. 
However, some of the statements made by 
Tilak do not seem to be correct. To quote, 
“About 85 per cent of the students in 
government primary schools in rural areas, 
and about halt the students in government 
primary schools in urban areas receive 
tuition-free education...ie, 15 percent of the 
students in rural areas, and nearly hall the 
students m government schools in urban 
ateas pay tuition fee” (Tilak 1996: 356]. 
This statement is not correct. The confusion 
has arisen because of the peculiar way in 
which the data have been presented by the 
NSSO. Let us examine the data more closely. 
The information is extracted from NSSO 
(1991) Table 8 1.3. Tilak presents it in his 
Table 16 The data in Tabic 8.1.3 of NSSO 
are to be read row-wise. F-'or rccomputation, 
we present the data in Table 1. This is also 
the reconstructed Table 16 of Tilak. 

In ruul areas, row 2 of Table 1 reads like 
this: Of the total number of primary students 
(boys) in government and private schools, 
84.4 pci cent pay no tuition fee and are in 
government schools, 6 per cent pay no fees 
and are in private schools and the rest pay 
tuition fee. 

Thus, in government schools, almost all 
boys and girls are getting tuition-free 
education. Even in private schools, the 
proportion is quite high, especially in rural 


coaching (Table 27)*'. The results are derived 
from NSSO (1991) Table 13.1 and 13.2. 
Again this statement reflects confusion 
caused by the NSSO style of presentation 
of data. Here too, the figures should be read 
horizontally. Applying the proportions given 
in Tabic 27 of Tilak on the total number of 
students in rural and urban areas, the 
recomputed percentage of students reporting 
expenditure on different items are given in 
Table 2. Thus of all the primary school 
students in rural areas, 89.65 per cent are 
fee (tuition and examination) paying students 
in government schools and 10.35 per cent 
in private schools. These total 100. There 
is no student not paying these fees. Thus 
everyone pays tuition fee and/or examination 
fee in government as well as private schools. 
Si milarly, nearly everybody spends on books 
and stationery and about hall on other lees. 
Except for private coaching there is no major 
difference in expenditure pattern in rural and 
urban areas and in government and private 
schools. 

We have already seen that less than 4 per 
cent pay tuition fee in government schools. 
Clubbing it with examination fee has raised 
this proportion to 100. It is wrong to club 
the two. since state governments do not 
claim that they do not charge any examination 
fee. They only claim to charge no tuition 
tee at this level. Other costs including 
examination fees have to be provided by the 
parents. Only some state governments 
provide incentives in terms of free books ami 


other items. The NSSO expenditure on 
primary education per student does not 
include expenses on meals. Hence its estimate 
will not be affected by provision on mid* 
day meals. 

It should be noted that since the students 
reporting different items of expenditure are 
different in number (see estimated number 
of reporting students in NSSO (1991) in 
Table 13 2), the average expenditure figures 
for different items cannot be added* 
Moreover, the average expenditure on tuition 
and examination fee of about Rs 1,004 and 
Rs 1.011 for rural and urban areas 
respectively on students in government 
schools seems to be unbelievably high. 
Since, as noted above, nearly every studenr 
pays tuition fee and/or examination fee but 
nearly no student pays tuition fee in 
government schools, almost all of the 
average expenditure of Rs 1,004 in rural 
areas and Rs 1,011 in urban areas (as 
reported in Tilak Table 28) must be 


Table 2: Percentage o* Students Reporting 
Expenditure Incurred on Primary Education 


Item of 

Expenditure 

Government 

Schools 

Private 

Schools 

Rural 

Per ccnl of students 

89 7 

10.3 

Tuition and exam fee 

100 

100 

Olher fees 

48.6 

50.5 

Books and stationery 

96 1 

98.1 

Pnvale coaching 

69 

12.6 

Urban 



Per cent of students 

58.5 

41.5 

Tuition and exam fee 

100 

too 

Other fees 

49.6 

61.2 

Books and stationery 

96 2 

98.6 

Private coaching 

140 

19.0 


areas. This is because in rural areas, 
government-aided schools form a dominant 
proportion of schools whereas in the urban 
areas the so-called public schools have a 
dominant presence. In urban areas, almost 
equal number of students go to government 
and to private schools. This shows that the 
demand for private schools is quite high in 
urban areas. Parents make a conscious choice 
of high fee private sector schools. Education 
seems to be a good business proposition in 
urban areas. Tilak's remarks about Kerala 
need also to be reinterpreted in the light of 
the above discussion. 

Again, on page 359, Tilak states: “Nearly 
60-90 per cent of students pay tuition and 
examination fees, 29-44 per cent other fees, 
56-68 per cent spend on textbooks and 
stationery, and 6-8 per cent on private 


Table 1 Stum nts Nor Paying Tuition Fee 




Boys 



Girls 



Govi 

Private 

Total 

Govt 

Private 

Total 

Rural 

1 Total (’(XX)) 

2 Per cent paying no 

27.179 

3,474 

30,654 

16.193 

2.244 

18.195 

tuition fee 

84.4 

6.0 

100 

84.9 

7.8 

100 , 

3 Tuition free (*000) 

25.871 

1,839 


15,655 

1.438 


4 Per cent tuition free 

Urban 

95.2 

52.9 


967 

64.1 

■ 

1 Total 

2 Per cent paying no 

4,506 

4.461 

8,968 

4.348 

3.438 

7.786 

tuition fee 

50.2 

11.3 

100 

52.1 

12.7 

100 4 

3 Tuition free 

4,502 

1,013 


4,057 

989 


4 Per cent tuition free 

99.9 

22.7 


93.3 

28.8 

-4! 


Notes : Figures in row 1 ore taken from NSSO Table 6.1. 

Figures in row 3 are derived by applying the proportions in row 3 taken from NSSO Table 8.1 .3 
on the total number of students (boys and girls separately) in government and private schools. 
Row 4 = (row 3/row l) x 100 
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Table 3: Average Expenditure on Primary Education by Expenditure Classes 


(*s) 


Expenditure Group 


Rural 

Urban 


Government Private 

Government 

Private 

0-10-PI 

56 

125 

95 

260 

0-20-QI 

61 

113 

103 

287 

40-61) M 

83 

178 

198 

585 

90-100 D10 

149 

596 

576 

1552 

80-100 Q5 

130 

451 

539 

1292 

Crude index of inequaliiy 





DIO/DI 

2.66 

4.77 

6.06 

5.97 

Q5/Q1 

2.13 

3.99 

5.23 

4.50 

UPQ5/RGQ5 


9.94 

UPD10/RGD10= 10.42 


UPQ5/RGQI 


21.18 

UPD10/RGD 1=27.71 



Notes: U = Urban; R = Rural; P = Private; G = Government; D = Decile; Q = Quintile; M = Median. 


accounted for by examination fee. However, 
since the majority of students in private 
schools pay tuition fees which are quite 
high, the average expenditure of Rs 1,051 
in rural areas and Rs 1,169 in urban areas 
on tuition fee and/or examination fee must 
imply a relatively small amount being spent 
on examination fee. Thus examination fee 
in government schools is more than dopble 
that in private schools. This is definitely 
contrary to facts. Thus the figures of average 
expenditure on tuition and examination 
fees per reporting student in government 
schools docs not seem to be correct. This 
may be either because of confusing public 
schools with government schools or taking 
only the number of students reporting 
paying tuition fee in the denominator while 
considering total tuition and examination 
fees paid in the numerator for calculating 
the average expenditure. 

That the estimate is an over-estimate is 
corroborated by some other data given by 
the NSSO itself. NSSO estimate of expen¬ 
diture on education (including expenses on 
uniform, conveyance) per primary student 
is Rs 84 and Rs 177 per year in rural and 
urban areas. It is difficult to reconcile these 
with the average expenditure (excluding 
expenses on uniform, conveyance) per re¬ 
porting student given above (Tilak Table 28). 

However, even on the basis of Table 12 
of NSSO, expenses on primary education 
form quite a high proportion of household 
expenditure. Table 1.1 gives average per 
capita monthly expenditure as Rs 110.01 
and Rs 178.77 for a population of 560.95 
million and 164.69 million persons in rural 
and urban areas respectively. These give 
Rs 7,50,522 million and 3,53,293 million as 
total annual household expenditure in rural 
and urban areas respectively. These with 
total expenditure on primary education in 
rural and urban areas of Rs 4,202.52 million 
and Rs 3,186.00 million as mentioned by 
Tilak in his Table 24 of 


household expenditure on primary education 
as 0.56 per cent in rural areas, 0.90 per cent 
in urban areas. It should be remembered that 
NSSO estimates do not correct expense 
figures for opportunity cost. Now this 
expenditure is also on the high side, in fact 
much higher than the proportion of public 
sector expenditure on all stages of education 
to GDP. 

Hence primary education, though free in 
the sense that most of the students in 
government and aided schools do not pay 
tuition fees, is quite expensive. Moreover, 
the cost on food and opportunity cost are 
excluded. These latter arc a heavy burden 
on the poorer sections of the population. 
The direct cost can he reduced by providing 
incentives in terms of free books and 
stationery and dress. The opportunity cost 
can be reduced by providing free mid-day 
meals and taking schools to the work 
place of the children, like the chauraha 
schools. 

However, much more damaging than the 
cost of education is the gross inequality in 
the access to quality education. This is clear 
from the data given in Table 3. Whereas 
households in the top 10 per cent expenditure 
group spend, on an average, as high an 
amount as Rs 1,552 per primary school 


student**!) private schools, those in the cop 
and lowest 10 per cent households in rural 
areas in government schools spend, on an 
average, only Rs 130 and Rs 56. Thus the 
top class in the urban areas spends about 
*10.42 and 27.71 times the amount spent 
by the top and bottom classes in rural areas. 
If we assume that the price of education 
reflects the quality of education, thequintile 
and decile based inequality ratios of 21.10 
and 27.71 prove, if any proof is needed, 
that the rural and urban poor are priced out 
of quality education. Gross disparities and 
inequalities in educational opportunities 
and facilities have become inbuilt in the 
system. These result in vast disparities in 
educational output and occupational 
destination, thus not only reproducing the 
stratified class structure but also making 
it more rigid [Mehta and Mehta 1996]. 

Thus, free education only ensures access 
to low quality and low income yielding 
education, that too not universally. In such 
a situation, why should the poor opt for 
education? No wonder, the enrolment rates 
are low and drop out rates high for these 
unfortunate segments of the population. 
Hence, instead of lamenting over the high 
cost of education, experts and activists will 
do a real service to society if Ihey are able 
to suggest methods of reducing inequality 
in the access to quality education. This may 
need curbing the tendency towards 
commercialisation of education. 
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Resources for Local Governnftht' 

If the new tier of governance mandated by the 73rd amendment it 
visualised merely as a shift of functions from pre-existing tiers, the 
problem of fiscal devolution reduces to one of ensuring a fiscal transfer to 
match the functional transfer. But even then, some revenue additionality 
would be required if only to cover the incremental establishment costs of 
governance, especially in the rural sector. But if the intention is improved 
functional performance and delivery, then the need for additional 
resources is even greater. How are these resources to be generated? 1071 

Housing the Poor 

Maharashtra’s Slum Rehabilitation Scheme is a hastily cobbled together 
document which is unworkable in its present form. Can an alternative 
workable scheme be formulated acknowledging and including some 
of the components of the present scheme? 1047 


TVade Truths 

While a combination of the currency 
pattern of invoicing and exchange rate 
movements has tended to inflate the 
country’s export performance, the unit 
value of imports has shown a startling 
decline suggesting the possibility 
of large-scale dumping. 1053 


Power Game 

The Chinese White Paper on Arms 
Control and Disarmament is an 
assertive statement of China's 
preparedness and, if need be, readiness 
for intervention. The only problem is 
whether its neighbours will continue 
to accept the Chinese position that it 
will never become hegemonistic. If 
power is the new logic, can 
hegemonism be far behind? 1091 


Burton Stein 

Burton Stein who died in London 
last month was a historian with a 
considerable engagement to radical 
action. His was a unique place 
in the study of Indian history. 1051 


Envoy on Record 

Riaz Khokar's 'interference' in the 
domestic affairs of India is not limited 
to Kashmir. The Pakistani envoy was 
stating his preferences in the 
Indian elections. 1040 


Recoiling Bhagalpur 

It has taken over five years for the 
commission set up to inquire into the 
Bhagalpur riots to present its report. 
The delays and the problems which 
plagued the commission and what 
followed after it presented its findings 
show how the procedures of delivering 
justice are being insidiously 
subverted from within. 1055 


New Lamps for Old 

John Maynard Keynes, who died SO 
years ago, strove relentlessly for some 
three decades to break out of the 
system of thought he had inherited 
and to found one which interpreted 
the industrial economies of the 1920s 
and 1930s better and allowed them 
to be managed to serve wider 
interests. 1044 


Politics of Forests 

The politics of control over natural 
resources is being arbitrated by 
various interest groups. Both at the 
operational level as well as in 
ideological terms the forest bill is a 
political issue. And yet in none 
of the states has it become an issue 
of even remote importance in 
elections. There is a need for the 
campaign around the bill to make 
its presence felt in parliamentary 
politics. 1044 


Isolated 

The issue of Mohajir ethnicity in 
Pakistan is laigely a result of the 
unrealistic ambitions of one 
segment of the immigrant population 
and also of the divide and nile 
policies of the ruling elite. The MQM 
has always relied on and been 
conciliatory to the state, which has 
brought it to the crisis it now faces. 
The only way out is for the MQM to 
expand its class base and link up with 
other sub-national movements in 
the country. 1041 


Water-ways 

Manually operated treadle pumps 
may be the answer to the paucity of 
water in certain regions with 
shallow groundwater levels. 1059 










LETTERS TO EDITOR 


Ramanuja 

I WAS amused at the disproportionate 
outburst on my article on Ramanuja by 
V Sharma (February 24) who seems to have 
read at least the last paragraph in which some 
words seem to have enraged him no end. I 
would not be doing justice if I do not try 
to give him my explanation for whatever it 
is worth. At the outset it is indeed an irony 
that 1 should be charged with upholding 
hindutva, having been at the receiving end 
from those who champion this thesis. 

The concept hindutva as I understand it 
refers to the contemporary bid by the vandals 
who championed the destruction of Babri 
masjid, and it is inapplicable when one 
describes the medieval invaders who did 
indulge in acts of vandalism in every country 
and the invading ‘hordes’ who came to India 
wave after wave for the sake of its wealth. 
Sharma seems to be allergic to the usage of 
the word 'horde* and thinks this applies 
to Muslims according to the strange 
oversensitivity of his secular conscience. 
According to the dictionary ‘horde* means 
numerous company and it has something to 
do with the word *urdu* meaning, as Sharma 
must be knowing, 'camp*. Anyway, the 
invading 'armies' (if this word pleases 
Sharma) in medieval days whether it was 
Ghengiz Khan’s golden hordes or Timur's 
men or Hannibal’s men, etc, did not goose 
march smartly like Nazi German armies but 
came in pouring like torrents and what other 
word can fit this better than 'hordes*? 
Anyway, they did not come as friends on an 
invitation to dinner. My acquaintance with 
Marxism is slight and I lack the sophistication 
of Sharma. Anyway, once again to crudely 
quote Marx, "Arabs, Turks, Moghuls, who 
had successively overrun India, soon became 
Hindooised, the barbarian conquerors, being 
by eternal law of history, conquered 
themselves by the superior civilisation of 
their subjects’*. Note the many words which 
can be attributed to Hindootva. The fact is 
that these forces who overran did not spare 
anything from destruction which is also the 
eternal law of conquest. What would you call 
those men? Perhaps Sharma would call them 
connoisseurs of sculpture? Why shy away 
from this term which is applicable to the 
medieval practices which were universal? 
Hindu kings also vandalised Jain and 
Buddhist places of meditation. Why be so 
hypersensitive about these words 'hordes’ 
and 'vandals'. If Christians are characterised 
in such terms secular people like Sharma 
do not get disturbed. If Sharma had taken as 
much trouble to read the whole essay as he 
had to read the last para he would have found 
that these are not exclusively used in respect 
of any one religion or people. May I very 
humbly suggest his reading Marx's essay 
‘Declaration of War - On the History of the 
Eastern Question* (Marx and Engels , 
Collected Works , Vol 13, p 102). Marx has 


not tried to cram facts into grotesque moulds 
of any perverted interpretation of history. 

Sharma is surprised, in fact more than 
surprised that the EPW has allowed itself 
* to be used for disseminating these pernicious 
fictions'. Well, it is fortunate indeed that 
Sharma is not the editor of EPW nor is he 
a member of its advisory committee. It is 
this stuff of which Balasaheb Thackarey 
and the dear departed Ayatollah Khomeni 
are made who want whatever does not suit 
their fanatic fancy at once to be destroyed. 
This is a sort of Macarthyism in reverse 
gear. What is the punishment he has in store 
for the judges who upheld this obscurantist 
doctrine and gave it legitimacy? 

Sharma says that I have not given even 
footnotes for many things. I wonder if well 
known facts have to be footnoted to give 
it an appearance of scientific writing. The 
historical facts mentioned are known to 
every school boy of my generation and need 
no authority of a footnote! In Indian history, 
many times, one has to go by indirect 
evidences. In the end I would advise Sharma 
to be more temperate in his criticism and 
to wield his razor sharp pen after reading 
the subject completely and not use labels 
like communalist or chauvinist or fascist 
just to bamboozle the victim; secondly, not 
to tear things out of context to show the 
writing in different light. These are age-old 
tricks of the trade. A real secularist should 
be free from fear of being critical of any 
community that shows intolerance and 
fanaticism so that communalists cannot dub 
you a pseudo-secularist and the communa¬ 
lists and fundamentalists earn legitimacy 
gratis. The present generation need not be 
held in any way responsible for what the 
medieval kings and conquerors did. What 
the minorities need is not a whitewashing 
of history but substantial socio-economic 
justice and equality and safeguards. 

K Seshadri 

Hyderabad 


Short Story Awards 

HUMANSCAPE announces Short Story 
Awards of Rs 3,500, Rs 2,500and Rs 1,500 
for three translations that best reflect humanist 
values transcending religion, class, caste, 
race, gender, colour and geography. Society 
has placed these strong social barriers among 
human beings. Literature, by turning a 
powerful light on society's condition, frees 
one from the weight of historical and social 
oppression. Language, any language if used 
effectively, can be an expression of ideas 
that embrace all humanity. So much of the 
human predicament can be compressed 
into the form of the short story, that by its 
language and content, its worth is instantly 
recognisable. 

The last date for receipt of entries is June 
15,1996 and winners will be announced on 
August 15, 1996 celebrating the wealth of 
India's diversity. Selected stories may b* 
published and the first 100 entries will be 
awarded a one year subscription to 
Humanscape. Participants should send 
their name, address and phone number, 
along with a copy of the original stoiy, 
three copies of the translation-typed, single¬ 
sided and double spaced, and the name of 
the original author and the original language. 
To ensure delivery, send by registered 
mail to: Humanscape Magazine, 11 Yogniti, 
18 SV Road, Santacruz (W), Mumbai 40( 
054. For more information please call: 61 ( 
6197. 

Humanscape is an opinion-developinj 
magazine which places the human being a 
the central value. It focuses on ways of 
making positive changes in individuals and 
in society. Humanscape is a project ol 
Foundation For Humanisation, a non-profit 
public trust and has no commercial interes 
whatsoever. 

Revathy Gopai 

Mumbai 
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Lost Forum 

T HE Ninth UNCTAD Conference, currently being held in 
South Africa, is indicative of the general atmosphere of 
uncertainty and even gloom which affects many UN institutions 
today. The financial crunch confronting most UN bodies, as 
well as the parent organisation itself, is only one of the reasons 
for this mood. For UNCTAD in particular, there is also a 
genuine threat of marginalisation in a global economy which 
is likely to be increasingly dominated by large corporations 
and organised in the framework of the World Trade 
Organisation. Yet the need is greater than ever for an 
international platform on which the concerns and interests of 
the developing countries as well as of economic agents other 
than large capital in the developed countries can be articulated. 

Within the UN system, the UNCTAD had come to play a 
role which was, if not completely different, at least somewhat 
of an alternative to the doctrinaire economic policy positions 
of the Bretton Woods institutions. Thus, while the 4 Washington 
Consensus 4 expressed in the views of the World Bank and the 
IMF emphasised a standard package of structural adjustment, 
state economic withdrawal and economic liberalisation, 
UNCTAD documents had always tried to highlight the broader 
international context within which economic strategies had to 
be implemented, the complexity of the economic problems of 
developing countries and the difficulties inherent in adopting 
the standard structural adjustment package. Its policy focus 
had led many observers to see it as effectively the economic 
voice of the G-77 countries and the platform for economic 
lobbying from the ’South 4 . In the new global context, in which 
large capital in its various manifestations has been able to 
achieve strategic breakthroughs in many critical areas of 
international trade and financial flows, it was inevitable that 
this role of UNCTAD would come under attack. Clearly, an 
international institution largely paid for by developed countries, 
which continues to articulate the views of developing countries 
and other alternative positions, in however guarded and 
tentative a manner, has become a contradiction in terms. Thus 
UNCTAD IX has become an occasion that calls for the body 
to reorient its work and restrict its focus, such as the demand 
by the US and the EC countries that in future UNCTAD should 
concentrate both its research and its policy suggestions on the 
least developed countries, particularly Africa. The argument 
is that since the WTO will take care of the economic concerns 
of the developing countries in general, the only area left for a 
'do-gooder* body, as UNCTAD is perceived to be, is to 
consider the plight of those countries which have been virtually 
forgotten by both the capitalist 'globalisation 4 process and the 
Bretton Woods institutions. 

In what may be a move to pre-empt further such criticism 
and attacks, the UNCTAD secretariat has already announced 
a major restructuring of the organisation. Some of this has 
been forced upon it by the serious shortfall in UN resources 
which has led to a drastic cut in UNCTAD’s budget. And 


typically, there are associated demands that this body, as 
others in the UN, must become more cost-effective and 
streamline its operations. The newly-appointed secretary- 
general of UNCTAD, Rubens Ricupero of Brazil, announced 
that in a major reorganisation of the 420-member secretariat 
the number of divisions would be cut from nine to four and the 
number of high-level posts too would be pruned. In future it 
would handle its work in four major clusters: globalisation 
and development strategies; investment, technology and 
enterprise; international trade and commodities; and services 
for development and trade efficiency. 

This brief list itself suggests how much UNCTAD has 
already had to give up in terms t f economic policy terrain and 
how it has had to accept the basic ground of economic strategy 
consequent upon the formation of the WTO. Yet even this 
much limited agenda, and the likely timidity of any response 
to policy proposals of die WTO and the Washington Consensus, 
are under threat and may not be achieved without a struggle 
at the UNCTAD Conference. If UNCTAD declares that its 
basic area of attention includes issues such as how greater 
global integration through trade, services and investment will 
affect the process of development and how developing 
countries can preserve some degree of national integrity and 
autonomy in the interdependent global framework, then this 
is already in direct contradiction with the expressed views of 
the US and the EC as well as the IMF and the World Bank that 
such broad issues should no longer be under the purview of 
this institution. It is quite possible that paucity of resources 
will be used as a means of forcing UNCTAD to keep away 
from such tendentious issues. 

This means that UNCTAD would no longer remain as a 
counter-balancing force which could provide some plurality 
of opinion on economic policy, especially for the developing 
countries. This is very dangerous at the present moment not 
only because of the major economic challenges posed by the 
current phase of globalisation and its organisational setting in 
the form of the WTO and the Bretton Woods institutions, but 
because the most important developed countries have already 
made it clear that even the WTO rules should not be expected 
to apply to them. Indeed, as long as unemployment remains a 
pressing social problem in the industrial countries, the 
likelihood of various new forms of protection against 
developing country exports is high. The argument linking 
higher labour standards and the 'social clause 4 to trade is just 
one form of the emerging trade barriers. These are likely to 
become more significant even as the developing countries 
have already conceded the crucial policy ground on liberalis¬ 
ing trade, accepting the new intellectual property rights 
regime and removing a whole range of restrictions on foreign 
investment and capital flows. Thus inequality in practical 
terms will be compounded by the absence of an international 
forum in which to express these inequalities. 
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ASSAM 

Sailua’s Legacy 

THE passing away of Hiteshwar Saikia, chief 
minister of Assam, just five days before the 
Lok Sabha and assembly polls in the state, 
was a setback for the Congress. But it also 
created a fluner inthe opposition camp which, 
feared that Saikia*s death may generate a 
sympathy wave in favour of the Congress. 
But since Saikia died a natural death and not 
that of a martyr at the hands of one of the 
outlawed outfits, there is not likely to be any 
swing of votes away from the opposition. 

Saikia's demise created a leadership 
vacuum in the state Congress, though during 
his five-year rule he had not made much 
headway in resolving the state’s problems. 
The CBI has unearthed misappropriation of 
veterinary department funds running into 
hundreds of crores of rupees. Since the scam 
took roots during Prafullakumar Mahanta's 
tenure as chief minister and as the CBI has 
implicated Mahanta in the scam, the 
opposition had not dared to make a big issue 
of corruption against Saikia. ButitisSaikia's 
failure to control ethnic strife in the state that 
has serious implications for the Congress. 
Saikia did manage to curb the insurgency by 
United Liberation Front of Assam (ULFA), 
but at a price. The * surrendered’ ULFA 
(SULFA) activists became ’pampered 
children' of Saikia’s government, harassing 
citizens and the administration. Moreover, 
to undermine the Asom Gana Pari shad 
(AGP), Saikia had projected the distinct 
tribal identites of the populace as against the 
ovcr-arching Assamese identity promoted 
by the AGP. Thus he entered into an 
agreement with the agitating Bodos, granting 
them autonomous councils. He proposed 
similar pacts with other tribal groups like 
Mishings, Lalungs, Kaibis and Dimasa. None 
of these agreements have got implemented. 
Instead they have resulted in splitting these 
various tribes into pro- and anti-accord 
groups and thus escalating the ethnic 
tension in the state. Muslims, who along 
with the tea labourers, tribals and backward 
classes, formed the support base of the 
Congress, too have drifted away from the 
party. The violence unleashed by the Bodo 
Security Force (BDSF) in the Kokrajhar 
region of upper Assam has taken a toll of 
1,000 Muslim lives rendered 50,000 
homeless. Saikia*s government failed to 
redress their grievances. 

Interestingly, the AGP has toned down its 
ami-’foreigner' rhetoric of the days of the 
Assam agitation. In its 16-page manifesto it 
devotes just a paragraph to the issue of 
migration of outsiders into the state. This 
pragmatism has dawned upon the AGP partly 
as a result of the growing influence of the 
BJPin the Barak valley of south Assam. The 
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ethnic rhetoric of AGP was conwledbylbe 
BJPinto a successful anti-Muslim campaign 
in the areas bordering Bangladesh. Indeed, 
the BJP which had contested 49 assembly 
seats in 1991 iscontesting 122 out ofthe total 
of 126 seats this time. Even for the Lok 
Sabha elections, it has put up candidates in 
13 of the 14 constituencies. In 1991 the 
BJP had contested only 5 Lok Sabha seats. 
Also, the AGP has realised that the Congress 
victory in 1991 had been due to the division 
of AGP votes between the factions led 
by Mahanta and Bhrigu Phukan. This time 
not only have the two factions merged 
but the AGP has also formed an alliance 
with CPI, CPI(M), Karbi-Anglong based 
Autonomous State Demand Committee and 
Bodo People’s Party (Samsung) to con¬ 
solidate its vote. 

INTERNATIONAL CAPITAL FLOWS 

Changed Pattern 

THEWorld Bank’s World Debt Tables 1996 
brings out the major changes that are taking 
place in financial flows to the developing 
countries. Aggregate net resource flows to 
these countries, which had increased in the 
recession years of 1990to 1993, stagnated in 

1994 when the developed countries 
experienced high growth and then revived in 

1995 when growth in the industrialised 
countries faltered, though a significant part 
of the increase was attributable to the rescue 
package worked out for Mexico. After rising 
fromSlOl .9bn in 1990to$207.2bnin 1993, 
net resource flow to the developing countries 
remained at $207.4 bn in 1994but went up to 
$231.3 bn in 1995. Of the increase of $23.9 
bn in 1995, as much as $11 bn went to 
Mexico. 

Private capital has overtaken official 
development finance in international capital 
flows. In 1990official flows had aggregated 
$57.9 bn and private flows $44 bn. Since 
then official flows have shrunk and private 
flows have expanded and by 1994the former 
($48.6 billion) were only about 30 per cent of 
private flows ($158.8 billion). Them was a 
rise in official flows in 1995 to $64^2 bn, but 
entirely in non-concessional loans which 
jumped from a low of $1.2 bn in 1994 to a 
record of $17.2 bn in 1995, with $11 bn 
going to Mexico. The rest of the official non¬ 
concessional flows mirrored private flows 
and went mostly to creditworthy borrowers. 
In particular, export credit agencies of the 
developed countries have increased their 
exposure, as part of these countries' 
aggressive export promotion. 

Official development assistance (ODA) 
fell by 3 per cent a year in real terms during 
1993-95 and slipped to 0.29 per cent of the 
OECD Development Assistance Committee 
(DAC) countries' GNPin 1994-95, the lowest 


level sinee 19& Whit is more, die ihaie of 
the former socialist countries of east Europe, 
the so-called economies in transition, in 
official development assistance has gone 
up from 4 per cent in 1990 to 13percentin 
1994, cutting into the share of the develop¬ 
ing countries, including the low income 
developing countries whose share has fallen 
from 52 per cent to 45 per cent. 

The composition of private capital flows 
too has been changing rapidly. Private flows' 
touched 76.6 per cent of total capital flows in 
1994 and 72.2 per cent in 1995, compared to 
43 percent in 1990. Between 1990and 1993 
pri vate flows galloped from $44 bn to $ 154.2 
bn, an average annual growth of 52 per cent, 
but thereafter the growth slowed down to 
about 4 per cent per annum in the next two 
years, essentially because of a drying up of 
portfolio flows. Both the initial expansion 
and the subsequent slowing down are 
attributable to the Mexican developments. 
Because it so wholeheartedly embraced the 
IMF-World Bank stabilisation and structural' 
reform package and joined the US-dominated 
NAFTA, Mexico, with exports of just $45 bn 
and reserves of $10 bn was able to attract 
capital inflows of $91 bn (including short¬ 
term flows) in the four-year period 1990-93. 
This was at the root ofthe country's payments 
crisis of late 1994. 

Private capita] flows, as is to be expected, 
have been highly concentrated, with 12 
mostly middle-income countries (the two 
exceptions being China and India) absorb¬ 
ing some 80 per cent of private flows to . 
developing countries since 1990. Of thej 
three types of private capital flows, namely, 
foreign direct investment (FDI), private debt 
and portfolio, the last-mentioned was 
susceptible to cyclical developments in the 
advanced economies and short-term changes 
in investor sentiment. Portfolio flows to the 
developing countries ballooned more than 
ten-fold from $3.7 bn in 1990 to $45.6 bn in 
1993, following a reallocation of their funds 
by institutional investors in favour of the 
emerging markets because of the recession 
in the industrialised countries. But in 1995 
there was a dramatic fall in portfolio flows 
from $46 bn in 1993 to $22 bn. The slowing 
down began in the second quarter of 1994 as 
a reaction to the raising of US interest rate* 
in February 1994. Further increases in US ’ 
interest rates and monetary tightening in 
other industrial countries continued to 
dampen portfolio flows to developing 4 
countries in 1994. The Mexican crisis led to 
a significant drop in portfolio flows to the 
emerging markets, TTie turbulence in the 
financial markets in 1994 and 1995 should 
drive homethe basic fact that foreign portfolio 
equity investments in the emerging markets 
are subject to wide fluctuations, resulting in 
instability and sharp price movements m 
these markets. 
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developing countries has been accompanied 
by a rise in debt flows from $40.3 bn in 1993 
to $43.8 bn in 1994 and $54.8 bn in 1995, of 
which portfolio debt flows in the form of 
bond issues were $38.3 bn, $32.2 bn and 
$33.7 bn, respectively. The Mexican crisis 
resulted in only bond issues by so-called 
better-quality borrowers being catered to 
and in widened spreads on bonds. With 
increasing uncertainty about interest rates in 
1994-95, floating rate issues increased to 30 
per cent of all bond issues compared with an 
average of 15 per cent during 1990-93. 
Almost one-half of all issues by developing 
countries in 1994had derivative components, 
again as a hedge against interest rate 
fluctuations. Cast Asia became a preferred 
region with borrowers from there increasing 
their share of bond issues from about 23 per 
centin 1993 to more than 40 per cent in 1994 
and 38 per cent in 1995. There was also a 
shift from private to sovereign borrowers 
and in currency-denomination from the US 
dollar to yen and deutschmark. 

The total stock of external debt of 
developing countries has risen from $1,510 
bn in 1990 to $2,068 bn in 1995, a rise of 37 
per cent over five years. Net debt flows to 
these countries rose sharply in 1995 from 
$86 bn in 1994 to $133 bn, with two-thirds 
going to east Asia and Latin America. 
However, certain debt indicators have shown 
improvement in all regions except sub- 
Sahaiin Africa, essentially because of faster 
growth of exports of developing countries 
reflecting the faster growth of world trade. 

Finally, unlike the portfolio flows, FDI 
flows to developing countries have exhibited 
uninterrupted growth for a decade. Net FDI 
in developing countries jumped from $25 bn 
in 1990to $90bn in 1995, of which $53.7 bn 
(nearly 60 percent) went to east Asia and the 
Pacific (of which in turn $38 bn or 71 per 
cent went to China). By contrast south Asia* $ 
share (essentially India's) was $2 bn. The 
World Bank raises the question of the 
reliability of China’s statistics of FDI inflow 
and suggests corrections to account for 
possible overvaluation of capital equipment 
supplied to joint ventures by foreign investors 
and for ’round-tripping* of capital that 
actually originates in China but is looped 
through Hong Kong and Taiwan back into 
China to take advantage of preferential tax 
treatment of foreign investors. Revised 
estimates in World Debt Tables 1996 place 
FDI flow into China at $21.2 bn in 1994, 
about 37 per cent or $12.6 bn below the 
official BOP total of $33.8 bn. The World 
Bank has also posed the question of possible 
underestimation of the FDI in China on 
account of non-inclusion of reinvested 
earnings. But this raises the issue of the 
accuracy of data on FDI flows to all 
developing countries as reported by 


Mmakmd aigcncie s. ttX flows should 
refer only to fresh flows fluid should not 
indude ploughed-back proflu of foreign 
companies. The inclusion of reinvested 
earnings may be partly responsible for the 
steady rise in FDI flows to the developing 
countries in the past decade. 

POPULATION 

Exploding Cities 

THAT cities would grow rapidly and, in the 
absenceof planning and adequate investment, 
haphazardly, unevenly and with sharp 
inequities could hardly have been an 
unexpected development. And yet, only in 
the last five years or so has the skewed 
growth of cities, especially in the developing 
worl d, caught the attention of the international 
agencies. The reasons are many. For one 
thing, the rapid utban growth has meant a 
breakdown of infrastructural facilities, a 
serious obstacle in the way of the ongoing 
process of globalisation and integration of 
the periphery into the world economy. For 
another, the influx of populations from the 
countryside will mean inefficient labour 
distribution in the long run and will affect the 
process of transformation of agriculture 
taking place in the countryside. For the 
processes that are leading to impoverishment 
and immiserisation and to the creation of 
armies of the landless who flock to the cities 
will in due course also create a demand for 
cheap wage labour of sorts in the countryside. 
It is necessary therefore to ensure some 
movement towards reversing the flow. 

Thus over the last decade several 
international conferences - the World 
Summit for Social Development, the 
International Conference on Population and 
Development and the Fourth World 
Conference on Women, among others - have 
all paid special attention to the problems 
in urban areas. And interestingly enough, 
they have all prescribed solutions which 
are similar: more investment in urban 
affairs, especially from the private sector, 
involvement of NGOs in creating and 
building local community groups, im¬ 
provement of employment opportunities in 
the countryside and special attention to 
women's employment and reproductive 
health issues. They all subscribe to the basic 
premise that efforts at utban improvement 
have felled because of lack of appropriate 
development of market forces to plan urban 
areas, to stop 'push' migrations from rural 
areas, to decongest dense city centres and to 
improve the quality of life. Thus, for instance, 
the Social Summit in its final declaration 
called for encouraging micro enterprises and 
expanding marketing opportunities, for 
seeking private investments in infrastructure, 
for strengthening the role of municipal 


authorities, business and community 
organisations and NGOs. This perspective, 
while U may be realistic today, quite 
obliterates the more fundamental issue of the 
distorted social and economic development 
in the rural areas which has led to the urban 
dyspepsia. 

It is also significant that the World 
Population Report, just released, focuses on 
urban growth and decay. It points out, for 
instance, that the proportion of people living 
in urban areas rose dramatically in the last 
half century, especially in developing 
countries. By 2015 a majority of the 
population in developing countries will be 
living in cities and they will account for 3.2 
billionofthe total of4.1 billioncity-dwelleffi 
worldwide. Even today Asia accounts for 46 
per cent of urban residents and by 2010 it will 
have 11 of the world's 15 largest cities. The 
sharpest urban growth rates over the last five 
years have been in Africa, Asia (excluding 
Japan) and then Latin America. Though no 
definite correlation has been drawn between 
the levels of economic development of a 
country and urbanisation, poorer countries 
appear to show sharper trends towards 
urbanisation. 

It is also interesting that so many 
international conferences and now the World 
Population Report should make women's 
well-being a major concern. While such 
concern is certainly not misplaced, it is 
indicative of the patterns of employment in 
urban areas. While men find it hard to find 
wage employment, it is the women who eke 
out a living working in the 'informal' sector 
- as domestic servants, vendors, piece-rate 
home-based workers, etc. Thus increasingly 
there are more urban families supported by 
women. Another reason for the concern about 
women is the urgent need to control urban 
populations through promoting family 
planning. 

With the growth of urban populations 
comes the growing influence of the urban 
lobby comprising those engaged in com¬ 
merce, in production activities large and 
small, service sector employers and 
employees and the bureaucracy in the political 
process. Its demands and priorities wilt 
inevitably further skew developmental 
priorities. It is significant that special 
emphasis is being laid on encouraging the 
growth of middle-sized urban centres, with 
little reference to rural development. This 
shift towards larger concentrations of people, 
quite apart from the demands it will make on 
infrastructures, will also alter the process of 
social development in the absence of holistic 
development plans. In short, what the 
Population Report touches but does not lay 
sufficient stress on is that the next decade or 
so will see a sharp depression of the quality 
of life in urban areas and more widespread 
misery for the poorest. 
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BPL 

Into Power and Telecom 

INCORPORATED in 1963 as a private 
limited company in technical and financial 
collaboration with BPL Instruments, UK, 
BPL began with the manufacture of instru¬ 
ments for defence use at its factory in Kerala. 
Later it started the manufacture of electronic 
test and manufacturing instruments. In 1979 
it diversified into the manufacture of plain 
paper copiers. A shift in focus followed in 
1982 when BPL ventured into the manufac¬ 
ture of colour television sets. The company 
is now concentrating on entertainment elec¬ 
tronics, appliances, components and telecom. 
BPL has a technical collaboration with Sanyo 
Electronic Company, Japan, which holds a 
40 per cent equity stake in BPL Sanyo, a 
group company. Sanyo has been associated 
with BPL as technical collaborator since 
1982. The audio products industry grow by 
15 per cent in 1994-95, but BPL has an¬ 
nounced a 48 per cent growth, making it the 
fastest growing audio products company in 
India. Currently commanding a 15 per cent 
share of the Rs 850 crore audio products 
market, the company proposes to introduce 
a number of new audio products during the 
current year. The company closed the finan¬ 
cial year ended March 1995 with a sales 
turnover of Rs 774 crore, up by 52 per cent 
from Rs 508 crore recorded in the previous 
year. Total income rose by 53 per cent from 
Rs 531 crore to Rs 811 crore. Diversifying 
into power generation, the group is working 
on raising funds for its first power venture, 
a 500 mw coal-fired power coalition at 
Ramagundam in Andhra Pradesh. The project 
is estimated to cost Rs 2,500 crore and is 
being set up near Singareni Coalfields. 

A joint venture , BPL US West Cellular 
Communications, with BPL holding 51 per 
cent and US West holding 49 per cent, has 
bagged the licence to operate cel lular phones 
in Tamil Nadu. The US West BPL combine 
is planning to invest $ 1 -2 billion in India 
over the next few years and is to bring to 
the Indian market the integrated fixed wireless 
and broadband technology. For the BPL 
group which has bagged the licence to operate 
cellular phones in Bombay city along with 
Hutchison Max, the tie up with US West is 
its second cellular venture in India. The 
company plans to invest close to Rs 500 
crore in phases for the Mumbai project. 

The company has penetrated into the 
entertainment media through a tie-up with 
Amitabh Bachhan Corporation (ABCL). The 
company in co-operation with Sanyoof Japan 
is setting up a joint venture finance company, 
BPL Sanyo Finance, with both the partners 
holding a 50 per cent stake in the Rs 30 crore 
equity of the proposed company. The group 
is setting up a new company BPL Fast which 
will provide tool development facilities to 
all the group companies. The R and D set 


up is expected to play an important role in 
future. 

TAMIL NADU PETROPRODUCTS 

Rise in Turnover 

Promoted jointly by the Tamil Nadu 
Industrial Development Corporation 
(TIDCO) and the Southern Petrochemical 
Industries Corporation (SP1C), Tamil Nadu 
Petroproducts (TPL) is a major producer of 
linear alkyl benzene (LAB). TPL's plant 
manufacturing LAB and epichlorohydrin 
(ECH) with an installed capacity of 75,000 
tonnes and 10,000tonnes per annum, respec¬ 
tively, are located adjacent to each other in 
Madras, the latter being commissioned in 
March 1995. 

TPL dosed the financial year ended March 
1995 with a sales turnover of Rs 316 crore, 
up by 5 per cent from Rs 302 crore. Total 
income moved up by 3 per cent from Rs 298 
crore to Rs 306 crore for the year under 
review. Interest costs were down by 39 per 
cent. Provision for depreciation increased 
by 10 per cent. Aided by a nil tax provision 
the company closed the year with a net profit 
of Rs 40 crore, up by 39 per cent from Rs 
28 crore. A dividend of 22 per cent has been 
recommended by the board of directors. 

The production and sale of LAB, the clean- 
sing agent used in detergents, can be directly 
linked to the growth in synthetic detergents, 
especially the premium detergents. TPL has 
a market share of 43 per cent followed by 
Reliance and 1PCL with 37 per cent and 17 
per cent, respectively. Benzene, kerosene 
and normal paraffin are the major raw mate¬ 
rials used in the manufacture of LAB, all 
of which are imported. To reduce its depen¬ 
dence on imports the company commissioned 
a normal paraffin (N-paraffin) plant in 1990. 
To compensate for its locational disadvantage 
and at the same time economise on freight, 
the company has resorted to coastal bulk 
movement. 

During the year under review the company 
produced 82,510 metric tonnes (mts) of LAB 
against 85,995 mts produced in the previous 
year. Sales increased to 89,710 mts against 
85,506 mts while a similar increase was 
noticed with regard to exports which rose 
from 20,706 mts compared to 24,963 mts. 
Being the first to export LAB, its exports 
have increased from 4,900 tonnes in 1991 - 
92 to 24,963 tonnes valued at Rs 50 crore 
in 1994-95. Export realisations were good 
on account of the increase in international 
prices. The company is expected to export 
about 20,000 tonnes of LAB for 1995-96. 

The company commissioned its 3 MW 
wind energy project at Palladam near 
Coimbatore and plans to increase the capacity 
of the wind farm to 9 mw capacity to meet 
the full requirements of power of the ECH 
plant. The investment will provide the 
company with savings in power and also the 


required tax shield. The company is setting 
up a coal-based 500 mw power project at 
a cost of Rs 2,000crore at Tuticorin in Tamil 
Nadu and is to promote a separate company 
to implement the project. 

TPL set up the first ECH plant in the 
country. ECH, an import substitute, finds 
application in the manufacture of epoxy 
resins. Within six months of commissioning 
of the ECH plant, the company received the 
ISO 9002 certificate. 

Increased offtake of LAB from TPL is 
expected with the formation of Spic Fine 
Chemicals floated jointly by the SPIC group 
along with Henkel, Germany, to manufacture 
detergents. As for ECH, the company will 
have to rely increasingly on exports as the 
demand for ECH is 4,000 lonnes against an 
installed capacity of 10,000 tonnes. The 
company is expecting a total turnover of 
Rs 380crore for the year 1995-96 with Rs 35 
crore coming in the form of contribution 
from sales of ECH. The turnover of the 
company for the first half of the year ended 
September 1995 has moved up by 5 percent 
to Rs 165 crore compared to Rs 157 crore 
in the corresponding previous period. Net 
profits at Rs 25 crore have jumped up by 
around 47 per cent over the same period. 

SUPREME INDUSTRIES 

Wide Range of Products 

Supreme Industries (SIL), a flagship com¬ 
pany of the Taparia group was incorporated 
in 1942 at Mumbai. The single largest plastic 
processing company with 11 plants, SIL has 
a variety of injection moulding and extruded 
products covering a wide range of industry 
needs. The company closed the financial 
year ended June 1995 with a sales turnover 
of Rs 301 crore, up by 35 per cent from 
Rs 222 crore recorded in the previous year. 
Other income fell by 64 per cent. 

SIL has an installed capacity of 1,63,000 
TPA of injection moulding products. Material 
handling crates, one of the major earners in 
this segment, are used in aerated drinks, 
fisheries, dairies, agriculture and engineering, 
a spurt in demand for which enabled the 
company to achieve higher capacity utilisa¬ 
tion. SIL has a 25 per cent market share 
followed by Bright Brothers with a 15 per 
cent share. Other varieties of crates made by 
the company were well received by industries 
which had shifted from wooden/steel crates 
to plastic crates.The capacity of PVCmould- 
ed fittings was further increased and the 
company has plans to make further invest¬ 
ment in machines and moulds to augment 
capacity to 3,000 TPA. 

The moulds and machinery division which 
has a strong brand name, a large range of 
products and a strong dealer network was 
successful in manufacturing of moulds ac¬ 
cording to the requirements of auto industries. 
In this division SIL has a 36.5 per cent share 
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Indnst 

rkt 

March 

March 

March 

March 

jane 

June 


1995 

1994 

199S 

1994 

1995 

1994 

Income/appropriations 







1 Net sales 

77383 

50773 

31599 

30197 

30065 

22191 

2 Value of production 

80298 

53000 

30441 

29742 

30748 

22874 

3 Other Income 

847 

99 

120 

55 

130 

362 

4 Total income 

5 Raw materials/stores and 

81145 

53099 

30561 

29797 

30898 

23236 

spares consumed 

56339 

36498 

11849 

10808 

18295 

14310 

6 Other manufacturing expenses 

112 

90 

3524 

3619 

2153 

1262 

7 Remuneration to employees 

1076 

685 

672 

679 

837 

652 

8 Other expenses 

15785 

10826 

6930 

7663 

3793 

2910 

9 Operating profit 

7833 

5000 

7596 

7028 

5800 

4102 

10 Interest 

1167 

1402 

1895 

2782 

2788 

2070 

11 Gross profit 

6696 

3598 

5891 

4246 

3089 

2122 

12 Depreciation 

557 

349 

1542 

1408 

1424 

1000 

13 Profit before tax 

6139 

3249 

3949 

2838 

1664 

1121 

14 Tax provision 

1300 

605 

0 

0 

0 

0 

15 Profit after tax 

4839 

2644 

3949 

2838 

1664 

1121 

16 Dividends 

400 

440 

1841 

1108 

581 

395 

17 Retained profit 

Liabilitiea/asaets 

4439 

2204 

2108 

1730 

1083 

726 

18 Paid-up capital 

2665 

1760 

8632 

6617 

971 

956 

19 Reserves and surplus 

18838 

7314 

13296 

8367 

9622 

8493 

20 Long term loans 

7612 

7382 

5934 

8943 

13837 

13098 

2i Short-term loans 

544 

650 

5963 

7693 

3071 

2714 

22 Of which bank borrowings 

0 

500 

2060 

403 

2571 

1361 

23 Grois fixed assets 

11829 

8490 

46372 

34847 

20400 

17842 

24 Accumulated depreciation 

3045 

2486 

15254 

13713 

6127 

5163 

25 Inventories 

14462 

8452 

4342 

5474 

4546 

3774 

26 Total ossets/liabilities 
Miscellaneous items 

46268 

27578 

43160 

37461 

35223 

31807 

27 Excise duty 

6376 

4634 

4983 

3724 

4873 

3009 

28 Gross value added 

8562 

5809 

B006 

7878 

6612 

4839 

29 Total foreign exchange income 

3312 

2225 

5045 

3905 

1502 

1017 

30 Total foreign exchange outgo 

14625 

7383 

6105 

5293 

7691 

6636 

Key financial and performance ratios 






31 Turnover ratio 







(sales to total assets) (%) 

167 2 

179.9 

73.2 

80.6 

85.4 

69.8 

32 Sales to total net assets (%) 

33 Gross value added to 

260.9 

296.8 

93.4 

95.5 

109.3 

87.8 

gross fixed assets (%) 

34 Return on investment 

72.4 

68.4 

17.3 

22.6 

32.4 

27.1 

(gross profit to total assets) (%) 

35 Gross profit to sales 

14.5 

12.7 

13.6 

11.3 

8.8 

6.7 

(gross margin) (%) 

8.7 

7.1 

18.6 

14.1 

10.3 

9.6 

36 Operating profit to sales (%) 

10.1 

9.8 

24.0 

23.3 

19.3 

18.5 

37 Profit before tax to sales (%) 

38 Tax provision to 

7.9 

6.4 

12.5 

94 

5.5 

5.1 

profit before tax (%) 

39 Profit after tax to net worth 

21.2 

18.6 

0.0 

0.0 

0.0 

00 

(return on equity) (%) 

22.5 

29.1 

18.0 

189 

15.7 

11.9 

40 Dividend (%) 

30.00 

25.00 

22.00 

17 50 

60.00 

50.00 

41 Earning per share (Rs) 

18.16 

15.02 

4.57 

4.29 

17.14 

11.73 

42 Book value per share (Rs) 

43 P/E ratio (based on latest and 

80.7 

51.6 

25.4 

22.6 

109.1 

88.0 

corresponding last year's price) 

44 Debt-equity ratio 

3.9 

3.2 

5.7 

8.7 

18.7 

32.0 

(adjusted for revaluation) (%) 

45 Short-term bank borrowings 

35.4 

81.4 

27.1 

59 7 

130.6 

155.7 

to inventories (%) 

46 Sundry creditors to 

0.0 

5.9 

47.4 

7.4 

56.6 

36.1 

»undry debtors (%) 

162.5 

193.2 

337.4 

71.7 

74.0 

77,9 

47 Total remuneration to employees 







to gross value added (%) 

48 Total remuneration to employees 

126 

11.8 

8.4 

8.6 

12.7 

13.5 

to value of production (%) 

49 Gross fixed met® 

1.3 

1.3 

2.2 

2.3 

2.7 

2.9 

formation (%) 

39.3 

- 

33.1 

- 

73.9 

- 

50 Growth in inventories (%) 

71.11 

- 

-20.69 

- 

20.46 

- 


of file market compared to 23 per cent of 
its nearest competitor. Neelkamal. Supreme 
Industries established a technology tie-up 
with Manducher of France for upgradation 
of auto components manuf acturing techno¬ 
logy. In PVC pipes the company launched 
3SS mm/400mm pipes and completed the 
piping system with new varieties of fabricated 
products with technology know how from 
Wavin of Netherlands. The company has a 
dominant market share in other products like 
multi-layer films, foam, thermoforming 
products and protective packaging (PP) mats. 
The company has 13 ancillary units 
manufacturing PP mats which it exports to 
west Asia and its estimated annual turnover 
is Rs 20 crone. 

S1L spent Rs 43 crort during the year 
under review for capacity expansion and has 
a Rs 45 crore expansion plan for 1995*96. 

It has tied up with 1DBI and ICICI for Rs 
30 crore ancUplaced Rs 15 crore of non¬ 
convertible debentures privately with UTI. 

The takeover of Futuristic Packaging! 
enabled the company to increase its flexible 
film packaging capacity. Acquisition of the 
assets of Utelon at Hosur in Karnataka which 
manufactures PP products enabled it to cater 
to the demand of the south-based customers 
at lower cost. The company has similar 
production facilities in north India. The pro¬ 
duct being freight-intensive the acquisition 
was prompted by an effort to reduce trans- 
poitadoncosts.Thecompanyismakingafuither 
investment in the said unit in the current year. 
The company’s Goregaon and Pondicherry 
units have acquired the ISO 9000certificates. 

CHO HUNG BANK 

Brandi in Mumbai 

Established in 1897. Cho Hung Bank is one 
of the oldest and largest commercial banks 
in Korea with 1.082 domestic branches and 
18 overseas offices. The bank's net income 
during the year 1994-95 amounted to $142 
million. Total deposits reached $ 14.5 billion, 
the largest among Korean banks. The bank 
has the largest number of automated teller 
machines (ATM) in Korea. It has its own 
credit card in Korea. Active in the syndication 
of foreign currency loans, the bank has a 
large variety of banking business in 
wholesale, retail, merchant banking, credit 
card, leasing, finance etc. 

Taking into account the needs of the 
Korean investors who are coming to India. 
Cho Hung Bank is to open a branch in 
Mumbai, the first Korean bank to do so. 
Though retail and investment banking is to 
be the short-run focus, in the long run the 
bank seeks to provide a universal global 
banking service. In the first stage the bank 
is to concentrate on offshore lending and 
trade operations. It will enter the area of 
financing enter Indian companies in the 
second stage The bank hopes to provide 
easy and faster access to trade finance, tease 
finance and project finance for Korean 
collaborations in India. 
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Aggressive buying by Fils, essentially of blue-chip scrips, boosted major stock market indices in early April, but unprecedented speculation 
resulted in a crash on April 26. As the credit policy for the first half of 1996-97 injected fresh liquidity of over Rs 5,000 crore into the system, 
call money rates remained easy for most of April. The easing of liquidity also saw the yield on 91 -day TBs decline during every successive auction 
in April. The yield on 364-day TBs fell similarly. The forex markets witnessed relative stability in April as the supply of dollars generally exceeded 
demand, thanks to the portfolio inflows. The 'havala' rate (Dubai) too seemed to have settled at Rs 38.25 to Rs 38.50 per US dollar. 

Macroeconomic Indicators 


hades Nambcra of Whoknle 
Prices (1981-82= 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April 01-13.1996) 


Cost of Living Indices 


Weights 


_ Variation (Per Cent); Poim-to-Point _ 

P.YSf-1? Mqntfag, Fggftl Ftf *995-96 1994-95 1993-94 1992-93 
Latest Previous 1996-97 1995-96 



300.6 

0.6 

4.2 

9.9 

0.5 

0.6 

4.9 

10.4 

10.8 

7.0 

32.3 

311.4 

1.4 

5.2 

III 

1.0 

0.1 

5.7 

12.7 

11.5 

3.0 

17.4 

349.7 

2.4 

9.2 

11.1 

1.6 

0.3 

9.7 

11.9 

4.4 

5 4 

10.1 

320.0 

- 0.1 

-1.7 

12.2 

0.3 

- 0.2 

-1 l 

15.5 

24.9 

-1.4 

10.7 

286.1 

0.6 

0.5 

2.4 

0.0 

0.0 

- 0.1 

2.4 

13.1 

15.2 

57.0 

297 2 

0.2 

4.3 

10.7 

0.3 

1.0 

5.4 

10.7 

9.9 

7.9 

10.1 

275.9 

08 

0.7 

7.0 

1.2 

0.4 

03 

8.1 

12.3 

6.8 

27.5 

322.6 

1.9 

6.4 

9.7 

1.5 

0.3 

66 

10.6 

7.0 

5.8 

100.0 


- 

7.4 

10.7 

4.4 

5.1 

7.7 

109 

8.3 

10.1 


Latest_ Variation (Per Cent): Point-to-Point _ 

Month Over Over 12 Months Fiscal Year So Far 1994-95 1993-94 1992-93 1991-92 
Month Latest Previous 1995-96 1994-95 


Industrial Workers (1982=100) 3 

Urban Non-Man Emp (1984-85=100)* 258 7 1 6 10.3 9 9 

Agri Lab (July 60 to June 61=100) 0 1390 2 0.0 6.8 116 

0 Derived: based on linking factor between old and new series (1986-87=100) 


8.6 

9.8 

78 

9.0 

9.7 

9.9 

6.1 

13.9 

10.3 

9.9 

5.7 

5.4 

9.9 

8.3 

6.8 

13.6 

6.8 

116 

6.9 

10.7 

10.6 

11.6 

07 

21.9 


Variation 


Money and Banking (Rs crore) 


Money Supply (ML) 

Currency with rfiblic 
Deposits with Banks 
Net Bank Credit to Govt 
Bank Credit to Comml Sector 
Net Foreign Exchange Assets 
Reserve Money (April 05.1996) 

Net RBI Credit to Centre 
Ad hoc Treasury Bills 
Scheduled Commercial Banks (April 12. 
Deposits 
Advances 

Non-Food Advances 
Investments 


Mar 29 

1996 Over Month 


601974 

118260 

478810 

253997 

338308 

77541 

194246 

124516 

31335 

1996) 

432625 

253315 

243905 

166402 


19716(3 4) 
356 (0.3) 
19829(4 3) 
2201 (0.9) 
8929 (2.7) 
3998 (5.4) 
5085 (2.7) 
6193 (5.2) 
-820 

14980(3.6) 
5871 (2.4) 
7011 (3.0) 
3869(2.4) 


1996-97 


13977 (2.4) 
-2801 (-2.3) 
17218(3.7) 
-193 (-0.1) 
6672 (2.0) 
896(1.2) 
9174 (5.0) 
5293 (4.4) 
1890 


19061 (3.7) 
-2033 (-2.0) 
20786(5 1) 
1737(0 8 ) 
9293 (3.3) 
4049 (5.6) 
11070(6.6) 
7632 (7.6) 
6225 


75827(14.8) 
18177(17.7) 
55365 (13.6) 
33523(15.2) 
50873(18.1) 
4770 ( 6 . 6 ) 
16516 (9.8) 
18725(18.6) 
1750 


76836(17.7) 
19255 (23.0) 
56375 (16.1) 
17004(8 3) 
43237(18 2) 
22112(44 4) 
31151 (22.7) 
2641 (2 7) 
6300 


All monetary and banking data presented here are 


Index Numbers of Industrial Weights 
Plodnctlon (1980-81=100) 


1995-96 


14980(3.6) 10405(2.8) 50947 0 3.9) 51566 0 6 4) 

5871(24) 6716(3.3) 44751(22.1) 38275(23.2) 

7011 (3.0) 7828 (4.1) 47355 (25.0) 36028 (23.5) 

3869(2.4) 1446(1.0) 14669(9.9) 15341 (11.6) 

based on March 31 figures after closure of government accounts 


1993-94 


73010(20.2) 
14178(20.4) 
58246 (20.0) 
31144(18 1) 
21797(10.1) 
27924 0 27.9) 
34787 (33.9) 
3279 (3.5) 
6445 

47985(18 0) 
13364 ( 8 . 8 ) 
9200(6.4) 
26978 (25.6) 


1988-89 


General Index 
Minina and Quarrying 
Manufacturing 
Electricity 


Capital Market 


100.0 303.5 272.5(12.0) 243.4(9.2) 231.1(5.6) 218.9(2.3) 213 9(0.6) 212.6(8.2) 196.4(8.6) 180.9(8 7) 

11.5 285.0 249.6(7.4) 232.3(7.7) 231.2(3.4) 223.7(0.6) 222.5(4.5) 221.2(6.3) 211.6(7.9) 199.1(3.7) 

77.1 298.9 266.6(13.2) 235.5(9.6) 222.3(5.5) 210.7(2.2)206.2(-0.8) 207.8(8.9) 190.7(8.6) 175.6(8.7) 

11.4 353.2 335.9(9.0) 308.3(8.4) 290.0(7.4) 269.9(5.0) 257.0(8.5) 236.8(7.8)219.7(10.9) 198.2(9.5) 


1996-97 So Far 1995-96 So Far 
Trough Peak Trough Peak 


_ End of Fiscal Year 

1995-96 1994-95 


BSE Sensitive Index (1978-79=100) 

3765(15.3) 3367 3265(-l3.6) 

3367 

3870 

2826 

3584 

3367(3.3) 

326K-I3 7) 

3779(65.7) 

National Index (1983-84=100) 

1723(9.0) 1549 I58K-13.9) 

1549 

1760 

1304 

1691 

1549(-3.5) 

1606(-I2.2) 

1830(79.2) 

BSE-200 (1989-90=100) 

392(8.9) 345 360(-2l.5) 

345 

399 

289 

385 

345 (-6.3) 

368M8.2) 

450(92.3) 

NSE (Nov 5, 1995=1000) 

1124 

1107 

1145 

- 

- 

- 

- 

- 

Skindia COR Index (Apr IS, 1994=100) 88(18.5) 79 74 

79 

90 

61 

91 

79(1.3) 

78 

- 

February Q 

Foreign Trade 1995 

wnulative for Fiscal Year So Far 
1995-96 1994-95 

1994-95 


1993-94 


1992-93 

1991-92 

1990-91 


Exports: Rs crore 9604 

US $ mn 2621 

Imports: Rs crore 10252 

US S mn 2799 

Non-POL US $mn 2192 

Balance of Trade: Rs crore -649 
US S mn -177 


Foreign Exchange Reserves 
(excluding gold) 


94141 (29.1) 
28218(21.4) 
108488 (38.0) 
32519(29.8) 
26145 (31.0) 
-14347 
-4300 


72943(17.3) 
23248 (17.3) 
78635 (23.3) 
25063 (23.2) 
19954(31.7) 
-5692 


82330(18.4) 
26233(18.3) 
88705 (2L8) 
28251 (21.7) 
22538 (29.1) 
-6375 
-2018 


69547 (30.4) 
22173 (20.4) 
72806(15.7) 
23212(6.8) 
17456(10.6) 
-3259 
-1039 


53688 (21.9) 
18537 (3.8) 
63375 (32.4) 
21882(12.7) 
15782(12,3) 
-9687 
-3345 


44042 (35.3) 32553(17.6) 
17866 (-1.5) 18143(9.1) 

47851(10.8) 43193(22.0) 
19411 (-19.4) 24073(13.2) 


14047 (-22.2) 
-3809 


18045 (3.1) 
-10640 
-5930 


Rs crore 
US $ mn 


Apr 19, 

Apr 21. 

Mar 29. 



1996 

1995 

1996 

Month 

Ago 

Year 

Ago 

59331 

65522 

60051 

317 

-6191 

17250, 

20848 

17128 

438 

-3598 


Fiscal Year So Far 
1996-97 1995-96 


1994-95 1993-94 1992-93 


32 -3 


r 18402 

27430 

5385 

I 5640 

8724 

731 
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(per cent per annum) 


Money Madcet Rates of Interest 


Weekended Fridays _ April 1996 March 1996 _ February 1996 


26 (RF) 

Instruments'* 

19$ 12 (RF) 

5 6 29( RF) 

22 15(RF) 

8 

URF) 

23 

16(RF) 

9 

2(RF) 

Call money race I 

(weekly weighted avenue; RBI) na 

na 

10.35 

14.35 

12.59 

20.83 

32.34 

3672 

42.62 

27.90 

15.58 

13.97 

10.93 1 

Call money rate 1 

(Range:weekly) 0.25- 

800- 

0.50- 

10.00- 

0.50- 

14.50- 

0.25- 31.00- 

0.25- 

20.00- 

11.00- 

13.25- 

0.25- 1 

11.75 

12.00 

11.50 

20.00 

17.00 

32.00 

36.00 

48.00 

58.00 

40.00 

22.00 

15.50 

12.25 I 

Treasury Bills; | 

91-Day (On tap o tad hoc) 4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 I 

91-Day (RBI Auction): | 

Primary 12.46 

12.63 

12.84 

12.97 

12.97 

12.97 

12.97 

12.97 

12.97 

12.97 

12.97 

12.97 

12.97 I 

Secondary: DFH1 1 

(mid-point of bid and offer) 11.92 

12.24 

12.58 

12.99 

13.17 

13.14 

13.02 

12.89 

1273 

12.60 

12.60 

12.60 

12.60 I 

All SGL trading I 

(Weighted YTM) 12.55 

12.24 

14.49 

13.04 

13.48 

13.92 

13.46 

13.47 

13.00 

12.82 

12.56 

12.58 

1279 1 

364-Day (RRI Auction) 1 

Primary 12.99 

* 

13.12 

• 

13.12 

* 

13.12 

• 

13.12 

• 

13.12 

• 

13.12 

Secondary; DFHI (mid-point) 11.78 

11.55 

11.68 

11.81 

11.96 

11.94 

11.91 

11.82 

1175 

11.55 

11.55 

11.55 

11.55 

All SGL trading 1 

(Weighted YTM) 11.17 

12.43 

12.66 

11.91 

12.19 

14.10 

13.63 

13.91 

12,93 

13.09 

12.80 

12.98 

11.00 1 

State Govt loans (Coupon rates) 

- 

- 

- 

- 

- 

- 

- 

* 

- 

- 

- 

- 

All SGL trading { 

(Weighted YTM) 13.73 

13.74 

13.72 

13.83 

13.86 

13.85 

13.87 

13.96 

13.75 

13.81 

13.90 

13.42 

13.88 

GOl Securities: | 

Primary Auctions * 

13.50 

• 

*13.5,13.85,14.0* 
(2-,5- & 10-year) 

* 

* 13.50 

(1.5-year) 

• 

• 

13.65 

(3-year) 

* 

Secondary : All SGL trading 1 

(Weighted YTM) 13.44 

13.49 

13 63 

13.87 

13 67 

14.06 

14.11 

13.49 

13.02 

12.36 

12.11 

11.59 

12.30 

PSU Bonds yield:- I 

Tax free: NSE | 

(traded, weighted) 12 12 

13.18 

13.49 

12.40 

12.97 

12.78 

13.71 

13.59 

13.91 

12.25 

12.44 


12.63 

NSE (Range: weekly) 1174- 
12.34 

13 18 

12.75- 

13.86 

11.92- 

13.82 

12.97 

12.67- 

13.04 

13.71 

11.68- 

1371 

11.93- 

14,95 

1204- 

1372 

11.35- 

12.57 

... 

11,82- 

12.46 

Taxable; NSE (traded. 1 

weighted) 17.56 

18.09 

17.49 

18.51 

19.31 

16.75 

16.99 

18.02 

17.00 


18.11 


1574 

NSE (Range; weekly) 17.28- 
18.26 

18.09- 

20.02 

16.89- 

17.52 

16.97- 

19.87 

16.80- 

20.09 

16.50- 

16.93 

16.98- 

16.99 

18.02 

17.00 

... 

16.78- 

18.11 


15.54- 

15.81 

Commercial Bills; | 

DFHI (Rediscount rate) 16.00 

16.00- 
16 *>0 

16.50- 

17.50 

17.50 

17.50 

16.50- 

17.50 

15.50- 

16.50 

15.50 

15 50 

15.50 

!5 50 

15.50 

15.50 

CP:Primary market (90 days) 17.00- 

17 00- 

17 00- 

17.00- 

16.00- 

16.00- 

17.50- 

17.50- 

17.25- 

18.00- 

17.50- 

17.50- 

18.00- 

21.00 

21.00 

22.00 

22.00 

18.00 

18.00 

18.50 

18 50 

18.50 

18.50 

1800 

18.00 

18.50 

Secondary: DFHI j 

(Discount rate) 17.00 

17.00- 

17.50 

17.50- 

18.50 

18.50 

18.50 

17.50- 

18.50 

16.50- 

17.50 

16.50 

16.50 

16.50 

16.50 

16.50 

16.50 

Market/NSE 


12.80 




23.00 


22.00 

... 



18.25 

CDs: Primary market (one year) 14.75- 

15.00- 

15.00- 

17.00- 

20 00- 

20.00- 

20.00- 

19.00- 

18.00- 

18.00- 

18.00- 

17.00- 

17.00- 

17.5 

17.5 

18.00 

19.00 

22.00 

22.00 

21.00 

21.00 

20.00 

19.00 

19.00 

18.00 

18.50 

Secondary: DFHI (Discount ratf) 16.00 

16.00- 

16.50 

16.50- 

17.50 

17.50 

17.50 

16.50- 

17.50 

15.50- 

16.50 

15.50 

15 50 

15.50 

15.50 

15.50 

15.50 

Inter-corporate deposits 21.00- 

21.00- 

21.00- 

21.00- 

23.00- 

23.00- 

23.00- 

21.00- 

20.00- 

20.00- 

19.00- 

19.00- 

19.00- 

<3<V9<VI80 days) 26.00 

26.00 

26.00 

26.00 

28 00 

28.00 

28.00 

28.00 

27 00 

24.00 

24.00 

28.00 

28.00 

UT1-1964 Units (Week-end 
secondary market 

price in rupees) 15.60 

15.65 

15.65 

15.65 

15.85 

15.85 

15.85 

15.95 

15.85 

15.85 

15.85 

15.85 

15.95 

Hundi Rate 30.00- 

30.00- 

30.00- 

30.00- 

30 00- 

3000- 

30.00- 

30.00- 

30.00- 

30.00- 

30.00- 

30.00- 

30.00- 

36*00 

36.00 

36.00 

36.00 

36.00 

36.00 

36.00 

36.00 

36.00 

36.00 

36.00 

36.00 

36.00 

Memorandum Items: 

(i) Forward premia on the US dollar 
in the domestic inter-bank market 
(annualised in per cent per annum) 

(Weekly average)® 












13 05 

Spot/Cash 13.87 

16.02 

12.95 

21.42 

77.56 

16.08 

35.67 

45.26 

61.96 

39.96 

3072 

17.48 

1 One-month 13.86 

14.16 

18.24 

21.42 

38.43 

34.64 

35.67 

38.89 

38.58 

27.96 

25.35 

21.18 

17.55 

Three-month 14.34 

14.75 

17.72 

19.80 

2*74 

2677 

27.60 

2879 

28.90 

22.32 

20.46 

18 13 

17.00 

Six-month 15.14 

16.04 

17.69 

£8.66 

25.00 

24.13 

2375 

23.15 

22.46 

18.32 

1670 

15.24 

1474 

(ii) RBI Reference Rale (RsAJSS) 34.28 

34.23 

34.30 

34.15 

34.33 

34.55 

34.42 

34.05 

34.44 

36.57 

36 65 

37 00 

36.69 

(iii) Havala Rue (RsAJSS) (Dubai) 38.50 

38.25 

38.25 

38.20 

38.25 

38.35 

38.25 

38.60 

39.10 

39.25 

39.25 

39.50 

3870 


... no trading * no auction na not available (-) no floatation YTM = yield to maturity $ Friday being holiday, Thursday data. 

RF means reporting Friday for fortnightly reporting of conditions of banking business and the fortnight serves as the reserve maintenance period for 
scheduled commercial banks. @ Based on daily quotations supplied by Mecklai Financial and Commercial Services Ltd, Bombay. 
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OF LIFE, LETTERS AND POLITICS 


Riaz Khokar Opens His Mouth 

(lb Put Saffron into It?) 

GPD 

Riaz Khokar*s ' interference 9 in the domestic affairs of India is not 
limited to Kashmir; indeed it is not related to Kashmir at all . Khokar 
was stating his preferences in the Indian elections . Surely that is not a 
matter which can be settled by the expulsion of a diplomat? 


RIAZ KHOKAR is easily the most popular 
and the most talked about envoy in Delhi, 
the city of Pandavas. (Indraprastha was 
founded by them.) He is also the most 
handsome and the most articulate. He has 
that breathtaking ability that quite a few 
sophisticated Pakistanis have: to carry a 
fundamentalist soul in a modern body. An 
ancient Chinese book on literary criticism 
recommends that good literature must 
combine heaven and earth and create a pattern 
('wen') in that process. Khokar achieves that 
excellence or nearly so. He does that time 
and again. He must have been in a similar 
mood the other day when he pronounced 
that the elections in Kashmir could not be 
just and fair. (He meant 'India-occupied* 
Kashmir, one takes it, because when elections 
are due in 'Pakistan-occupied* Kashmir one 
does not quite frankly know.) Khokar must 
have been reading our newspapers too 
seriously lately or watching the various news 
programmes on Doordarshan. How does one 
explain, otherwise, this bit of futurology or 
predicting of electoral behaviour? Ourbelief 
in Pakistani sanity was rudely shattered. 
They have always seemed to us rather sensible 
people, largely because they were sufficiently 

of £eir own. Obviously that does not seem 
to be right. Riaz Khokar has his own psepho- 
iogical machine working overtime, the first 
area he chose to survey was naturally 'India- 
occupied* Kashmir. Psephologist Khokar 
concluded that in that part of the world a 
psephological exercise was not possible by 
definition. There is no possibility of any sort 
of voter-behaviour at all. Everything is just 
unjust. Everyting is just rigged. 

Now, we do not know anything about 
Kashmir to say if psephologist Khokar is 
right. However, what he probably meant 
was Kashmir valley and not Ladakh or 
Jammu. It would be difficult for him to assert 
that the government of India is doomed not 
to have a fair election in the Jammu and 
Ladakh areas. That leaves the valley. Now 
that is where the catch lies. The other two 
areas are Hindu and Buddhist majority areas. 
Hie valley, however, has a Muslim majority. 
The inference then is that the demographic 
reality of the valley does make it impossible 
for the government in New Delhi to impose 
an election on reluctant Muslims. They as 
Muslims are not reconciled to their status 
as citizens of India. Even Khokar does not 
and would not argue the same of the Hindus 
of Jammu and the Buddhists of Ladakh. 


Anyone who subscribes to the two-nation 
theory is ruled out from making that statement 
about the 'other* nationality. Khokar is clear 
that he is talking about the valley because 
in his view the valley is captive. 

Forget for a while the question if Khokar 
committed a diplomatic outrage by debun¬ 
king the Indian electoral process. Forget also 
the fact (largely overlooked by everyone) 
that the envoy was commenting on the status 
of Kashmir. If like every other Pakistani, he 
believes that the valley is captive, then that* s 
what he really meant when he questioned 
the electoral process there. Because how 
can there be any question of a just, fair and 
free election in a captive or slave territory? 
That's the Pakistani view and whether the 
envoy should have chosen to articulate it is 
a matter of detail, once we grant that such 
a Pakistani view need not come to anyone 
as a surprise. 

The suprising or not-so-surprising part is 
that psephologist Khokar gave his view when 
nearly two-thirds of the electoral process in 
the rest of India was still to take place. He 
may not like the Indians or indeed even the 
Hindus. But it does not follow that a 
fundamentalist-modernist Pakistani like him 
would want a BJP government in New Delhi 
which is not a part of Kashmir. Or does he? 
As one thinks more and more on what he 
said one feels increasingly that it could well 
have been his desire. All medieval con¬ 
sciousness is one and indivisible. It should 
have been obvious to such a clever man as 
Riaz Khokar that his observations on just 
and fair elections in Kashmir in the midst 
of an election in India have a political meaning 
not limited to elections alone. After all, 
Imran Khan, another fundamentalist- 
modernist Muslim from Pakistan, has said 
rather nice things about our Election 
Commission. Khokar* s comments, therefore, 
can be safely taken to imply an observation 
not so much on the electoral process in 
Kashmir as on that process in India as a 
whole. People who matter in Islamabad and 
people like Riaz Khokar would want the 
electoral process in India to go in a particular 
way. Consider also the following. The 
Hindustan Times of Delhi right on the first 
day of the elections (on April 27) carried 
a report of an ideal constitution for the 
Commonwealth of Islamic States which an 
Indian Supreme Court lawyer, Subodh 
Markandeya, has helped to create. Mention 
the word Islam and it sends waves of fear 
in the ocean of Hindu middle classes. Here 


a full story was given which would make 
every 'Hindu* sit up and see nightmares of 
being surrounded by a huge 'Islamic' state. 
The proposed draft talks of a commonwealth 
of Afghanistan, Pakistan, Uzbekistan, 
Turkmenistan, Kazhakastan and Azarbeijan. 
The report talks of this commonwealth being 
a 'cherished dream* of Benazir Bhutto. Of 
course, it also says that this could not go 
through because Murad Niyazov "dragged 
his feet at the eleventh hour". Apparently 
the project was shelved. 

But then what is shelved can always be 
taken out. The political and strategic 
implications of such an Islamic com¬ 
monwealth for India need not be gone into. 
Pakistan is the biggest and most advanced 
(in terms of educated manpower) of the six 
countries. It does not take much imagination 
to see that this commonwealth would 
effectively mean a bigger and more confident 
Pakistan. The title of the story was 'Lid 
comes off Benazir's dream project'. 

That may or may not be the lady's dream 
project. That she dreams big like her father 
has been obvious for a long time. Frankly 
we are not competent to judge the political 
and strategic implications of the project. 
There are better people in the country to 
judge what the still unrealised project would 
mean for India. People like us who cannot 
tell a fighter-bomber from a tank should 
perhaps not offer any comments on that. In 
due course Benazir Bhutto will make the 
appropriate noises about the news item. It 
is surprising that Khokar has so far said 
nothing on the subject, but then he has been 
busy analysing Indian elections. 

Once again, the proposal in itself is not 
the issue. Nor is Markandeya, whosoever he 
might be. What is material is the timing of 
the report. On the morning of election day 
you get to read a report which can only put 
the fear of god in the hearts of those millions 
who go crazy over a victory or a defeat in 
a cricket match with Pakistan. Is this timing, 
like that of Khokar's remarks, such a 
meaningless and irrelevant issue? 

Clearly it is not. From Riaz Khokar to 
several others in New Delhi's establishment, 
there are many who want the saffron flag 
to fly over the Red Fort. These are psycho¬ 
logical gimmicks on their part aimed at that 
objective. There is a street theatre group in 
Delhi which did a play in the Karol Bagh 
constituency (CPi-M has a candidate there) 
which was entitled 'Lai Zanda Lehrayega' 
(the red flag will fly). Some want the saffron 
flag instead. Before our radical and liberal 
friends start smelling a rat here, let us clarify 
that this argument is not intended to establish 
the desirability of the organised left. The 
argument, rather, is that Riaz Khokar’s 
'interference* in the domestic affairs of India 
is not limited to Kashmir or indeed not 
related to Kashmir at all. Not unlike the 
author of the carefully timed story in The 
Hindustan Times , Khokar is stating his 
preferences in the Indian elections. A 
fundamentalist wants chauvinists in power. 
Surely that is not a matter which can be 
settled by the expulsion of a diplomat? 
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Slum Rehabilitation in Mumbai 

Possible If Done Differently 

SUriahBPatd 

The government of Maharashtra* s slum rehabilitation scheme is a 
curious mixture of the admirable and the dubious - and the hastily 
cobbled together. Why it will not work in its present form has been the 
subject of extensive discussion. The purpose of this note is different: it 
examines whether an alternative workable scheme can be formulated , 
starting with the assumption that the government's intentions about 
rehabilitating slum-dwellers are genuine. 

I 


EVERY major public project proposed 
nowadays in India attracts a knee-jerk 
reaction of criticism, opposition, hostility. 
This is because government has lost 
credibility as a body that in formulating 
schemas considers its common citizens' 
interests as paramount. Schemes are seen as 
furthering the interests ot one wealthy group 
or another. There is doubt as to whether, 
beyond lip-service, the public interest figures 
at all among the considerations that arc 
uppermost in formulating a scheme That 
said, if we try to lake a dispassionate look 
at the slum rehabilitation scheme ot the 
government of Maharashtra (GoM), 1 we find 
in it a curious mixture of the admirable and 
the dubious. And the hastily cobbled together 
The hastiness in places is such that it throws 
into question the seriousness of the entire 
scheme. Let us examine each of these aspects 
in turn. 

First, the admirable. For the lirst time in 
independent India, a government has recog¬ 
nised slum-dwellers as contributors to the 
city’sgrowth and prosperity. Inconsequence, 
GoM acknowledges and accepts two 
important slum-dwellers' rights: the right to 
ownership of the land on which they live, 
and the right to water supply and sanitation 
Slum-dwellers ate seen as worthy citizens, 
and deserving of these rights. The motivation 
for all this may well be the gamering of 
votes No harm in that, as long as the moti¬ 
vation persists beyond the immediately 
forthcoming elections. 

Next, the dubious, redeemed by a single 
flash of the admirable. GoM'sscheme makes 
two important assumptions: first, that slum- 
dwellers cannot afford to finance their own 
buildings, and second, that they cannot 
manage their own construction. As we shall 
see, neither of these two assumptions stands 
up to scrutiny. But to deal with these two 
supposed problems, GoM's solution is a 
scheme whereby the city’s builders and 


property developers will organise and carry 
out the slum reconstruction. Finance will be 
provided through a Tree-sale component* of 
buildable area given to builder-developers 
to attract them to the scheme. The free-sale 
floor area is roughly equivalent to the floor 
area set aside for slum-dwellers, which in 
turn is to be generously provided: 225 sq tt 
ot carpet area per slum household, regardless 
ot size of present accommodation, ottered 
also to pavement-dwellers. In a final, gratui¬ 
tous flourish, all existing slum improvement 
programmes, even though some ot them 
have proved successful and are wanted by 
slum-dwellers, are to be discontinued, on the 
ground that the new programme is going to 
be so much better. Cancelling existing 
successful proven popular programmes, for 
no reason, seems a clear indicator of 
fraudulent intentions Why stop something 
the beneficiaries want? Unless we are 
misreading who the real benehcianes are 

The one strangely redeeming feature in 
this proposal to hand over development to 
builders and developers flows from one of 
the chief ministers directions to the study 
group that produced the scheme Organi¬ 
sations and co-opcratives of slum-dwellers 
are placed on a 'higher pedestal' than deve¬ 
lopers. and given certain incentives These 
include priority m obtaining sanctions, 
escort services for registration and building 
permissions, a commercial area enhanced 
from 5 per cent to 10 per cent, and permis¬ 
sion to build 25 per cent of the free-sale 
area on the site first, before commencing 
work on rehabilitation (whereas builders 
have to complete the rehab construction 
before they can avail of the free-sale 
component). 

Finally, the hasty There is a long list of 
undefended assumptions and assertions, and 
problems either glossed over, or overlooked 
altogether. The most serious flaw is the 
.assumption that there will be enough demand 
for middle-income housing (the Tree-sale’ 
component) to take up all the additional 


floor space that is to be built, and that the 
price for this will be sustained at sufficiently 
high levels for it to continue to be interesting 
to builder-developers. The additional floor 
space can be calculated as follows. Foriy 
lakh slum-dwellers, or 8 lakh slum families, 
will each receive 225 sq ft accommodation, 
or a total of 18 crore sq It. This is carpet 
area. Built-up area will be at least 25 per 
cent above this, or a total of 22 5 crore sq 
tt. The free-sale component will be of the 
same order of magnitude. Is there a market 
for this amount of middle-income housing 
over the five-year period of the programme, 
at dose to present-day prices'' It works out 
to about 4.5 crore sq ft per year I f we assume 
an average apartment size of 500 sq ft. this 
means 90,000 new middle-income apart¬ 
ments annually (over and above the 1.60.000 
apartments annually for slum reconstruc¬ 
tion). Compare this with the current con¬ 
struction rate in Mumbai of about 25.000 
housing units a year 2 In the .study group's 
report it is claimed that the present level of 
construction in Mumbai is 35.000-40,000 
houses a year, and that including transit 
accommodation the need will be to construct 
2,00,000-2.50,000 units annually.' Which¬ 
ever set of figures we accept, we arc talking 
about constructing six to ten times as many 
units per annum as are being constructed 
presently, and selling to the middle classes 
about four times as many flats per year as 
are being sold tr them now, without a 
significant fall in price Do we ascribe this 
failure to look at market realities to hastiness, 
or do wc call it dubious practice in sup¬ 
pressing relevant information'’ 

Then there is something which in principle 
would be admirable, but because of hastiness 
is turned into its opposite This is the notion 
that housing for the poor should be financed 
by the better-heeled residents ot the city. 
There is nothing fundamentally wrong in 
having higher-income housing subsidise the 
cos» of lower-income construction We might 
argue that it is unwise to pros ide anyone, 
including the poor, with housing that is 
totally free, but since this is peripheral to 
our argument let that pass But let us ask 
ourselves which group of people is going 
to provide the subsidy. 

GoM's scheme requires slums to be 
reconstructed on tbeir present sites The 
number of huts per hectare vanes widely 
from one slum pocket to another Some are 
densely crowded, others relatively sparse. 
From the Bombay Metropolitan Regional 
Development Authonty (BMRDA) we have 
a list of 148 slum pockets identified for 
upgradation under the Bombay Urban 
Development Project (BUDP ) 4 This is a 
subset of all the slums in Mumbai The lisa 
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gi ves a count of the nu mbcr of huts on each 
site, and the area of the site. We can calculate 
the FSI consumed if each hut is replaced by 
225 sq ft carpet area accommodation. We 
find the FSI 3 needed for slum reconstruction 
ranges from well below 1.0 to almost 2.5 
(exceeding 2.5 in only one case). The free* 
sale component of an equivalent amount is 
also to be built on the same site. So the total 
FSI on a particular slum pocket varies in 
our sample from below 2.0 to 5.0. GoM's 
scheme requires that FSI of 2.5 first be 
consumed on the slum plot. The balance, if 
any, is available as a TDR 6 which cannot 
be used in south Mumbai or in the more 
prosperous parts of the city: its use is restric¬ 
ted to certain less desirable residential 
zones in the relatively undeveloped areas 
between the western and eastern suburbs of 
Mumbai. 

Now who is going to buy the free-sale 
component of housing built on a slum 
pocket? Living in the same building, or in 
an immediately adjoining building, are the 
original slum-dwellers. So it is reasonable 
to assume that the free-sale will be to lower 
middle-income occupants, the next income 
category immediately above the slum- 
dwellers. Does it seem fair that the price 
these lower middle-income people pay for 
their flats should provide the subsidy needed 
to give free flats to slum-dwellers? All those 
upper-income people in the city who are 
buying high-cost flats contribute nothing • 
they are certainly not among those who will 
purchase the free-sale component in buildings 
built on slum pockets. So while the notion 
that the higher-income groups in the city 
should be the source of funds for slum 
reconstruction is perfectly acceptable, the 
way the scheme has been framed the burden 
of financing will fall entirely on the not so 
well-off. This is hastiness come home to 
roost: good intentions in theory turning ugly 
in practice. 

Where will the infrastructure for all the 
new units come from** How is the muni¬ 
cipality to cater to the new demand for water 
supply and sanitation? Slum-dwellers at 
present may be accustomed to making do 
with a daily ‘handa’ or two of water, and 
open-air sanitation. Once you provide them 
with tenements with bath and WC, you have 
a greatly increased demand for water supply 
and sewage disposal. This is not to say they 
should not receive these. Of course they 
should, whether they are moved into high- 
rise buildings or left where they are. But how 
this is to be physically accomplished within 
the stipulated time frame is an issue that has 
not been addressed. All that is touched upon 
is the financing of this infrastructure, which 
it is assumed can be sufficiently provided 
by recovering Rs 50 per sq ft of the rehab 
component from each builder-developer. 
Nothing is said about financing the 


inir^tructure demand of the hew mkJdle- 
income housing. 

We can go on at length about why the 
scheme in its present form will not work, 
but this has been done earlier, 7 and the 
purpose of this article is different. Let us see 
if we can work out an alternative, workable 
scheme, starting with the assumption that 
GoM ’ s intentions about rehabilitating slum- 
dwellers are genuine. 

II 

Let us begin with some of the slums in 
Mumbai, and what they have been able to 
do with themselves in the past. 

The Janata Colony was set up in Chembur 
in 1949.* The site was far beyond the end 
of the city, without transportation and without 
civic amenities of any kind. The first 31 
residents were shifted there from the 
footpaths and slums that were beginning to 
sprout in Raoli hill and Sion. More families 
followed, in what was probably the first 
slum resettlement attempted by the Bombay 
Municipal Corporation (BMC). The state 
government notified the land for acquisition 
in 1951. for the public purpose of resettling 
slum-dwellers. In 1953 the BMC started 
allotting sites to individual residents and 
charging them rent, which ranged from 
Rs 3 to Rs 6 per month per site of about 
15 ft x 20 ft. Two municipal markets were 
also constructed, and by 1976 there were 
four schools (two run by the BMC), a police 
station, a municipal office, six temples, five 
mosques and two churches in what had 
become a flourishing township of 72,000 
residents living in 7,450 huts with common 
water taps and (inadequate) sanitation. 
Assured of permanence of tenure (what else 
was a municipal rent receipt supposed to 
mean?) many of the residents had made their 
huts into more or less pucca structures. 

Twenty-five years later the department of 
atomic energy's residential complex of tall 
buildings had grown up on three sides of 
Janata Colony (the fourth side was the main 
road). DAE wanted theJanata Colony moved, 
no doubt primarily for aesthetic reasons. 
Janata Colony's land, once acquired for the 
public purpose of resettling slum-dwellers,, 
was therefore re-acquired for what was 
described as the still higher public purpose 
of providing DAE with recreational and 
other facilities. Ironically, at that time, of the 
72,000 residents who were finally removed, 

1,200 were employed in DAE. 

Starting on May 22, 1976, over the next 
two or three days the Janata Colony was 
flattened by bulldozers. Its residents were 
given sites 10 ft x 15 ft (half the size of the 
sites they had had in Janata Colony) in 
Cheetah Camp, a location a few miles down 
the road. Moving them just before the 
monsoon, without time to settle in or con- 


struct« 

that for that rainy season living conditions 
in Cheetah Camp were horrifying. The site 
was under the high tide, and a common sight 
was a chaipoy, protected by a plastic sheet 
above, its wooden legs in the water, stepping 
blocks of bricks leading to the charpoy, and 
someone lying on it with the strings and his 
body an inch or two above the water below. 
There were no civic amenities. Disease was 
rampant, and several children and old people 
died in that first monsoon. 

You should see Cheetah Camp today. It 
is a humming township, with everyone living 
in a pucca ground-and-one-upper structure. 
The land has been filled, and there is no 
longer any question of submergence with 
the tide. Along the main streets every ground 
floor space is a glittering shop. The main 
mosque is at least twice as tall as anything 
there was in Janata Colony. There is water 
supply and sanitation, concessions wrung 
from the municipality at the time of shifting. 
It is a prosperous, flourishing settlement, 
where we are told every incoming flight 
from West Asia has at least two residents 
from Cheetah Camp. Janata Colony was 
shifted during the Emergency. It is hard to 
conceive of anyone trying to shift Cheetah 
Camp today. 

Squatters Colony in Goregaon (east) is on 
12 acres of land, now occupied by 1,200 
families, where resettlement first started 33 
years ago, on plinths 10 ft x 15 ft. Visiting 
it now, we find a typical ground-and-onc- 
upper house. The first floor, added recently, 
consists of steel joints and stone slabs. The 
whole house is now a proudly shown off, 
solidly respectable middle class pucca 
contruction with internal bath and WC. One 
of the owner's sons is employed abroad, and 
he says the house was incrementally built, 
added to and improved gradualy as funds 
permitted. 

The Society for the Promotion of Area 
Resource Center (SPARC) has been active 
for many years in organising slum-dwellers 
and assisting them in slum reconstruction all 
over Mumbai. In instance after instance from 
its experience in the suburbs in Mumbai, 
from Dharavi to Goregaon to Chembur, we 
find a confirmation of the saihe central point: 
that slum families, usually with the assistance 
of voluntary orgaaiisations, will raise their 
own funds and manage their own con¬ 
struction, and improve their own dwellings 
overtime. The more secure they feel on their 
sites the more the improvement. 

As we consider each successful slum 
reconstruction scheme .in the past, three 
features stand out. One is that the urban podr 
neither need nor expect free housing. With 
the help of the occasional voluntary orga¬ 
nisation, in the past they seem to have mana¬ 
ged their own construction process perfectly 
well. So there is really no need to involve 
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All HM the poor heed is tahd, with security 
of tenure, and basic urban infrastructure. 
Given these basics, they will find their own 
funds and, overtime, build themselves solidly 
respectable dwellings. In doing this they 
seem to be able to sort out among themsel ves 
who gets how much space, and while official 
safeguards are certainly not out of place, 
there is much to be said for allowing the 
occupants to decide this among themselves. 
There is no need to impose a uniform size 
of hut regardless of how long the occupant 
has been in Mumbai, and regardless of 
whether he already occupies a solid hut or 
lives under a plastic sheet on a footpath. 
Among all past slum projects. Cheetah Camp 
is perhaps the best demonstration of hope 
and determination winning out against what 
seemed impossible odds. The poor will also 
find the money to pay for their own services. 
There is no need to subsidise them. Except 
in regard to the cost of the land, which is 
absurdly high in Mumbai if it is free of 
encroachments, and worthless if already 
squatted upon. 

The second feature that stands out is that 
very often one finds conditions in or around 
slum areas that are degrading and filthy But 
if one looks carefully, one can see that the 
areas within each house and between houses 
arc clean and well kept: the filth arises from 
there being no sewage connection, and no 
conservancy. There is nothing individuals, 
either alone or collectively, can do about 
either ot those things in a large city: they 
have to be dealt with by the city authorities. 

And the third feature, found in all past 
slum reconstruction experience, is the official 
hostility encountered along every step of the 
way. This is not surprising, given our caste 
loyalties and the general consensus that those 
below us must be kept firmly in their place. 
But it is rarely acknowledged. It is important 
to recognise that this attitude exists, as well 
as how pervasive it is, so that we take care 
to see that any scheme we launch addresses 
this problem seriously and adequately. 

If slum rehabilitation is to work, the first 
step must be the transfer of ownership of 
land to the occupant, or if not ownership, 
at least some measure of long-term security 
of tenure. Happily, apaprt from the single 
instance of Janata Colony and Cheetah Camp 
during the Emergency, we have not had in 
Mumbai a situation where people once 
officially settled in a particular location, 
have then had their property destroyed and 
been forcibly removed somewhere else. 
Certainly we have neverexperienced in recent 
years anything as horrifying as the forcibly 
eviction in Delhi of the legal occupants of 
the land and buildings in Ashok Nagar of 
Chiliad and the take-over of the same land 
by a wealthier and more powerful group of 
people. So we can presume that in Mumbai 


at feast, once land io legally lamMteted to 
the shim residents, that legality will be 
respected. 

GoM’s present scheme recognises that 
transfer of property presently owned by the 
central government, or the BMC, or the Port 
Trust, or MHADA, or even the state 
government, to slum residents, even in the 
form of 30 year leases is going to be difficult 
(renewal of such leases every 30-years 
thereafter is contingent on the occupants 
behaving themselves). Each of these agencies 
will have to be persuaded to enter into 
such a lease. They are required to do this 
only after slum reconstruction is complete. 
In other words, a legal lease to the land is 
brought into effect only after slum recon¬ 
struction is complete. 

This straightaway makes nonsense of the 
suggestion that slum-dwellers’ organisations 
and co-operatives arc to be preferred to 
builder-developers in sanctioning schemes. 
Without ownership of land, and without 
the possibility of mortgaging it, no slum- 
dwellers' co-operative will be able to secure 
any kind of loan finance. In any case, if the 
GoM is serious about rehabilitating slum- 
dwellers, why not begin with long-term leases 
of the land to them? This would certainly 
pul them in a better bargaining position with 
respect to prospective builder-developers. 
And it is most likely that the slum-dwellers 
will want to have nothing to do with them, 
and will prefer to manage their own con¬ 
struction themselves. So the first step in our 
alternative scheme of slum rehabilitation is 
to start, not end. with long-term leases of 
the land to the slum-dwellers’ co-operatives. 

Next, why would slum-dwellers want an 
FSI of 2.S on their land? Exploiting this FSI 
straightaway pushes them into multi-storeyed 
construction, very often with lifts and their 
attendant significant maintenance costs. 
Most of them, if offered a choice, would 
prefer the Cheetah Camp type of develop¬ 
ment, of ground-and-one-upper consliuction, 
with freedom to use or let the ground floor 
to a shop or cottage industry. The total 
overall FSI would be much under 2.0, prob¬ 
ably close to 1.5. It makes for a much more 
pleasant and attractive development for 
people living m very small built-up spaces. 
So the next feature of our alternative scheme 
would be permission to plan reconstruction 
with ground-and-one-upper construction, 
possibly with the ground floor given an 
added height of 14 ft so that an extra loft 
is possible, plus permission to use the ground 
floor for commercial activities. In any case, 
the artificial division of areas into ’residential’ 
and ’commercial' is a notion drawn from 
western ideas about-urban planning - Indian 
cities in the past never made such distinctions. 
Once restrictions on the use of the ground 
floor for production purposes are removed, 
we can then took forward to many more 


flurifbtng equivalents of Cheetah Camp, 
vigorous, dynamic and significant contri¬ 
butors to the city’s economy. 

Finally, how does the municipality finance 
the water supply and sewerage schemes that 
will need to be put in to service the slum 
areas?Theprincipleis there, already accepted 
in GoM’s present scheme: have the city’s 
richer residents provide the finance. We 
need not here go into the various ways in 
which funds could be raised. There has been 
a notorious lack of imagination in the past 
in regard to municipal financing, or shall we 
say a reluctance to confront the city’s em¬ 
ployers and wealthier inhabitants with 
taxes that would realistically finance 
infrastructure. 

So we have covered the principal features 
of a genuine scheme to rehabilitate slum- 
dwellers: give them the land on which they 
presently stand, so that they have a legal 
status on it; allow them to build ground-and- 
one-upper structures with freely permitted 
use of the ground floor for commercial 
purposes; provide them with infrastructure; 
and finance that infrastructure by a mecha¬ 
nism that places the burden of financing 
chiefly either on the city’s employers or on 
its wealthier citizens. 

What are we suggesting that is different 
from GoM’s present scheme? First, that 
ownership of land be transferred to slum- 
dwellers as the first step in the process, not 
the last. Second, that slum-dwellers should 
pay for their own construction and services. 
They do not get these free. Paying for their 
construction is no longer a burden on the 
lower middle class. And as a result, builders 
do not have to be necessarily involved: it 
is up to the slum-dwellers to decide how best 
to manage and finance their construction. 
Many of them may well decide to go ahead 
on their own, with support from voluntary 
agencies particularly to help mediate between 
them and the authorities. Third, that instead 
of enforced high-rise construction, slum- 
dwellers be permitted to build ground-and- 
one-upper with commercial uscof the ground 
floor freely permitted. This will be a lower 
total volume of construction than GoM’s 
present scheme; and just as effective for 
securing financing. And fourth, that the 
financing and providing of municipal infra¬ 
structure be more carefully and thoroughly 
worked out. The major departures from the 
present GoM scheme would be in having 
slum-dwellers pay for their construction 
rather than obtaining it absolutely free, and 
in eliminatingTDRs and the need for builder- 
developer involvement. In all other respects 
what is suggested here is in principle no 
different from GoM's scheme. 

One question remains. How does one cope 
with the tremendous resistance encountered 
at all levels of the bureaucracy to any scheme 
to help the urban poor ? 
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government department, with its routinely : 
revolving chief and other officers, and 
consequently unmeasurable individual 
preformances, 


Deshponde, EPW t M* 32. im- 
9 'Building from Above, Displacing from 
Below - Land Development in Delhi', Mukul, 
£PW, February 3, 1996. 


To Me them is 

thing one needs is a deep and sustained 
, political commitment to the success of such 
an undertaking. Without this, nothing will 
beeffectively achieved. Success will depend 
in large measure on a campaign aimed at 
educating the general population, no less 
than the bureaucracy, about the desirability 
of what is being attempted. This can only 
be done with strong political backing and 
intervention. Second, the rehabilitation has 
to be run like a construction project, by a 
project manager and not by yet another 
government department or authority. It needs 
to be driven through in the way the Konkan 
Railway project has been driven through - 
by placing a person in charge who is there 
from beginning to end, and sees it finished: 
whose career is on the line as far as that 
project is concerned. Running a project - 
and finishing that project - is quite different 
from running a department. The Konkan 
Railway would be still a fraction of the way 
along, and nowhere near completion, and 
far higher in cost, had it been left to a 
department or division of the railways with 
officers regularly transferred to and fro. The 
same applies to any other project, including 
slum rehabilitation. Unfortunately, given IAS 
traditions, there is little hope that the new 
Slum Development Authority will be 
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1 “Programme for the Rehabilitation of Slum 
and Hutment-Dwellers in Brihan Mumbai', 
Report of the Study Group chaired by Dinesh 
K Afzalpurkar. Government of Maharashtra, 
July 20. 1995. 

2 ‘Shelter Needs and Strategies for BMR'. 
Working Paper No 7, Revision of BMRDA 
Regional Plan. 

3 Report. Chapter 11, p 22 

4 Private Communication. September 26, 1995, 
BMRDA. 

5 FSI or Floor Space Index, is the ratio of built- 
up area to plot area. 

6 TDR is Transferable Development Rights, 
essentially permission to build the area under 
the TDR on another plot elsewhere in the 
suburbs 

7 ‘Slum Rehabilitation. 40 Lakh Free 
Lunches 7 ’, Shirish B Patel. EPW, October 7, 
1995. 

8 “Resettling a Squatter Settlement’. S G 
Deshpande, EPW % April 3. 1976, “Awaiting 
Eviction'. S G Deshpande. EPW t Apnl 17, 



Acronyms Used 

BMC 

= Bombay Municipal Corporation 

BMRDA 

= Bombay Metropolitan Regional 


Development Authority 

BUDP 

® Bombay Urban Development 


Project 

DAE 

= Deportment of Atomic Energy 

EWS 

= Economically Weaker Sections 

FSI 

= Floor Space Index 

GIC 

= General Insurance Corporation 

GoM 

= Government of Maharashtra 

HDFC 

= Housing Development Finance 


Corporation 

HIG 

* Higher Income Group 

HUDCO 

» Housing and Urban Development 


Corporation 

IAS 

= Indian Administrative Service 

LIG 

= Low Income Group 

MHADA 

= Maharashtra Housing and Area 


Development Authority 

PMGP 

= Prime Minister's Grants Project 

SPARC 

- Society for the Promotion of Area 


Resource Centres 

TDR 

= Transfcrablc Development Rights 


ROOTS OF CRISIS 

Interpreting Contemporary Indian Society 

SATISH SABERWAL 


Contemporary India appears to be firmly 
in the grip of a social crisis—a crisis felt in 
everyday existence, in an Important effort 
to understand the roots of this crisis Satish 
Saberwal contends in this work that these widespread uncertainties follow from our difficulties 
with the more impersonal routines necessary for the functioning of modem institutions, as well 
as from the decline of political and other mechanisms established for furthering the orderly 
functioning of society. Utilising a unique sodo-historical framework which explores interrelationships 
between indigenous and Western institutions in a comparative perspective, this book will interest 
students, scholars and professionals in a wide range of disciplines. 
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Saqjay Subrahmanyans 


Burton Stein, who died in London on April 26, was a historian, but 
also a person with a considerable engagement to radical action. A 
no-nqpsense interlocutor, he had a special gift for cutting through the 
Gordian knots by which Indian history is so plagued. 


BURTON STEIN died in London on Friday, 
April 26, at the age of 70, after an illness 
of a few months. Having fallen ill around 
Christmas, he had been diagnosed with a 
cancer early this year, and been operated on 
twice, but despite his considerable will to 
resist, was claimed by the spreading disease 
with great rapidity. It is hard to believe that 
Burt is no more with us, and difficult to 
imagine that someone with such enormous 
vitality could fade away so rapidly. His was 
an unique place in Indian (and especially 
south Indian) historical studies. No oueelse 
could even think of filling it. 

Buit was a historian, but also a person with 
a considerable engagement to radical action. 
He lived this engagement, and played an 
active role in the community around 
Waterloo, where he and his wife Dorothy 
chose to settle in the 1980s, preferring 
England to the US, for whose politics he had 
a considerable distaste. Earlier in his life, 
as 1 gathered from remarks that he soemtimes 
let drop in conversation, he had been invol ved 
in radical trade unionism in the US. Trained 
at the University of Chicago in the 1950s, 
his doctoral thesis was on a surprising subject 
for someone with his political inclinations: 
namely, the Tirupati temple in the 15th and 
16th centuries. From this work (that was 
never published integrally, but which Burt 
was amused to learn still existed as 
photographic negatives in the Ratan Tata 
Library, Delhi), he produced a series of 
papers that became classics, notably one in 
the Journal of Asian Studies (1960-61) on 
the economic role of the medieval south 
Indian temple. 

It is my impression that his stay in Chicago 
opened up BQrt to anthropological thinking, 
and he was one of the early practitioners of 
an anthropology-history hybrid, with which 
Bernard Cohn is more often associated. 1 
believe that Nicholas Dirks, for instance, 
would admit a great debt to Burt in the 
conceptual apparatus that he brought to his 
work on Pudukkottai. Burt, of course, was 
not a 'field-working' anthropologist, even 
though he spent a long period in south India 
in the 1950s and 1960s, and he remained 
far more a text-based historian in this sense. 
The renaissance in the US of a generation 


of historians of southern India (besides 
Dirks), that is David Ludden, Frank Conlon, 
Aijun Appadurai, Pamela Price, and Carol 
Breckenridge, owes a good deal to Burt’s 
influence. 

Through the 1960s and 1970s, as he 
worked in the University of Minnesota, the 
University of Hawaii, and elsewhere, Burt 
refined a very wide-ranging critique of the 
existing historiography on ’medieval' south 
India, departing radically from the vision 
proposed by the then dominant Madras 
University school of Nilakantha Sastri, and 
continued by T V Mahalingam, K K Pillay, 
and others. It is my impression that he had 
a good deal of respect for Sastri (as also 
for a number of other earlier south Indian 
historians), though 1 gather that the few 
meetings they had were not particularly 
happy ones. In this same period, drawing 
on anthropologists such as Aidan Southall 
and Marshall Sahlins, Burt suggested in 
a senes of 'agenda' papers, that the history 
of state formation in medieval India (and 
more particularly medieval south India) 
was in need of a radical re-assessment. He 
thus proposed to apply the 'segmentary 
state' model (as used by a generation of 
anthropologists, but in the particular variant 
suggested by Southall), to south India. 

The 'agenda* papers had already won him 
enough credibility, so that he was invited 
to be the major contributor on south Indian 
matters to the Cambridge Economic History 
of India , Vol I, that was planned from the 
late 1960s, and which appeared in 1982. But 
by the time this volume appeared, Burt had 
already published two edited volumes 
{Essays on South India and South Indian 
Temples: An Analytical Reconsideration ), 
the tatter of which includes one of his most 
frequently-cited papers, on the changing 
proportion of different temple deities in south 
India between 1350 and 1750. But it was 
in 1980, when Peasant State and Society in 
Medieval South India appeared, that Burton 
Stein emerged as a truly central figure in 
discussions on pre-colonial Indian history. 
The book was subjected to a rigorous critical 
scrutiny in India, and much ink was spilt by 
historians to point to this or that factual or 
conceptual error that was to be found therein. 


Tte Indian history establishment rejected 
the book, but it became one of the most 
widely cited on the period. The 'segmentary 
state' model, proposed in earlier articles, 
was given fuller shape, and allied to a series 
of provocative propositions concerning a 
'brahmin-peasant' alliance, and the role of 
the 'nattar', whom Burt saw as locality 
peasant leaders and decision-makers, who 
dominated the rural landscape of the medieval 
Tamil country. 

I have my own reservations about this 
book, but I believe that there is no getting 
away from its importance, and not only for 
medieval south India, Burt managed here to 
define a radical pole of analysis with which 
his successors have to contend: the idea that 
the medieval state could be localised and 
ephemeral, the exact opposite of the heavy, 
Byzantine apparatus, proposed by Nila¬ 
kantha Sastri. It is another matter (and Burt 
did recognise this) that Sastri and his asso¬ 
ciates (as well as later historians like 
Y Subbarayalu R Champakalakshmi, and 
R Tirumalai) had a command over Tamil 
inscriptionai material that Burt did not 
possess. In the 1950s and 1960s, working 
with K G Krishnan and others in the 
Epigraphist* s Office, Burt had however tried 
to show that the standard translations were 
faulty, and indebted to a colonial vocabulary 
on institutions that was wholly inadequate. 

I believe that at least Subbarayalu and 
Noboru Karashima, even though they dis¬ 
agree with many of Burton Stein's con¬ 
clusions, would recognise that he opened 
the way for a major conceptual renewal in 
medieval south Indian studies. 

The 1980s, when Burt lived a few 'blocks* 
away from the India Office Library in 
London, was a remarkably productive de¬ 
cade for him. After Peasant State and 
Society , he went on to publish a brief work 
on Vijayanagara for the New Cambridge 
History of India, and also completed a 
detailed monograph on Sir Thomas Munro. 
This work, which was based on an exten¬ 
ded period of very thorough and careful 
archival research, surprised many of his 
friends and colleagues, who saw Bun as an 
"agitator of ideas' (to borrow a phrase from 
Gaude Markovits), rather than a narrative 
historian. But I believe that Burt had always 
been interested in early colonial India, and 
in some senses even saw Peasant State 
and Society as a necessary prelude to a 
return to the 19th century. Overall, he was 
disappointed, and rightly so, with the 
reception of Munro, which did not create 
the same effect on his readers as his earlier 
book. 1 did say to him once that he had 
planned his career in reverse: Sir Thomas 
Munro was his 'thesis' book, and Peasant 
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State and Society his 'ideas* book, except 
that he published the latter before the 
former. While researching and writing 
this book, Butt also came to define a series 
of positions in relation to the so-called 
* 18th century debate*, that brought him 
close to the work of colleagues such as 
David Washbrook. He was a critic of Chris 
Bayly's Rulers, Townsmen and Bazaars , 
but a positive one, whose comments Bayly 
has acknowledged in the second (Indian) 
edition of the work. 

This fact, and the position taken by him 
in Feasant State and Society , meant that 
Burt was always at a distance from the 
Indian history establishment. It was a posi¬ 
tion he enjoyed; he was certainly not some¬ 
one who would have liked to be seen as 
conventional, or a part of the mainstream. 
Nor was he so in his personal comportment. 
He was extraordinarily warm and generous, 
and absolutely the inverse of the image of 
the 'Great Professor', at which many of his 
American contemporaries played. On the 
other hand, he was very popular with 
students and younger colleagues at the 
School of Oriental and African Studies, 
London, where he was emeritus professor 
in the last decade and a half of his life, for 
precisely this reason. His language was very 
casual, peppered with wisecracks and 
jokes, and he was not noted for being mind¬ 
ful of the proprieties in discussion. How¬ 
ever, even at the end of violent academic 
exchanges, there were no hard feelings, and 
matters usually ended amicably over a beer. 
On the other hand, Burt did take his poli¬ 
tics seriously, and he had a great deal of 
difficulty in being polite to people whose 
political views he considered right-wing. 
Burt had his enemies, and 1 believe that 
this was a measure of his strength of 
character. 

In the last few years. Burton Stein was 
completing a very substantial History of 
India for Basil Blackwell, the manuscript of 
which his death prevented him from revising. 
Some of his friends will see the work through 
press, and we shall have a sense there of the 
encompassing vision he had of Indian history. 
It will be read no doubt by his friends and 
former colleagues in New Delhi, London, 
Cambridge, Madras, Minnesota, and Hono¬ 
lulu, but not by them alone. In this work, 
one has a sense of a reinterpretation and 
rethinking of some of the ideas with which 
Burt had been engaged over the past two 
decades, on locality, community and class. 
From the late 1980s, and after a semester- 
long stay in JNU in 1988, Burt often said 
that he had rediscovered the historical 
materialist in himself. His project on the 
historical roots of the Indian petty bourgeoi¬ 


sie (of which a version appeared in (he 
EPW), though still at a stage of conception, 
reflected this. His notions were still evol¬ 
ving, and I have the sense that though Burton 
Stein was 70, he was still a very young and 
vigorous man. 


SIMULTANEOUSLY with domestic libera¬ 
lisation, the New Economic Policy (NEP) 
initiated opening up of India* $ external sector 
as wel I. It was argued that apart from inducing 
greater efficiency and competitiveness in 
the domestic production structure such 
'outward looking* policies would provide 
important growth stimulus to the economy 
through sizable expansion of foreign trade. 
At the end of March this year the government 
announced yet another set of measures 
aiming at further liberalisation of India's 
merchandise trade. Important elements of 
the recent policy declarations include pruning 
of control over a large number of import 
items and additional import facilities for 
numerous users. While the efficacy of NEP 
in tackling various impending domestic 
economic problems has been doubted even 
in official circles, it has often been argued 
that NEP, to a great extent, has been succes¬ 
sful in revitalising India’s external sector. 
Is that really the case? In particular, is the 
current performance of India's exports and 
imports any better than that in the previous 
period? Further, on the basis of the recent 
external sector developments, can some 
implications for the future propsects of this 
sector be drawn? 

Export growth rate of around 20 per cent 
per annum in US dollar terms registered for 
three successive years since 1993-94 has 
become a major cause for exhilaration in 
official circles. However, the question that 
arises is whether this is any improvement 
over the export performance in the pre-NEP 
years? 

Leaving aside the year 1991-92 in which 
India plunged into an unprecedented balance 


All faf ui win tnUt having* im^amnu 
interlocutor, who had a special gift to cut 
through the Gordian knots by which Indian 
history is so plagued. It is hard to accept that 
the next time one goes to London, Burt will 
not be there. 


of payments crisis, if one compares India’s 
merchandise trade performance during the 
five years immediately preceding the 
introduction of NEP (1988-87 to 1990-91) 
with that of the post-NEP years (1992-93 
to 1995-96) one fails to find the basis for 
the present official euphoria. It can be seen 
that while the export growth rate in the post- 
NEP period could not improve upon the 
annual average growth performance of about 
15.5 per cent (in US dollar terms) achieved 
during pre-NEP years, annual average im¬ 
port growth rate at 17.8 per cent per annum 
(in US dollar terms) during the post-NEP 
period is more than double that in the pre- 
NEP years. Therefore, in spile of emphatic 
attempts to restructure and globalise India’s 
foreign trade, NEP has failed to provide any 
fresh stimulus to the growth of exports. On 
the other hand, it has certainly reduced the 
level of self-sufficiency of the Indian eco¬ 
nomy by making it more import-intensive. 

Information on the unit value and quantum 
indices of exports which are available up to 
1994-95 show that the growth rate of both 
the indices remained broadly unchanged 
between pre-and post-NEP periods. In the 
pre-NEP period, increased value addition 
through change in thecompositionofexports 
was an important factor behind the increase 
in the unit value index for India's exports. 
Bui much of the increase in the unit value 
index of exports in the post-NEP period has 
been caused by the interpl ay nf three technical 
factors. These are: 

(i) Though the US accounts for only around 
20 per cent of India's tolal exports, an in¬ 
creasing proportion of India's external trade 
with non-US countries is invoiced in terms 


Liberalisation and Foreign lYade 

Danger Signals 

A Special Correspondent 


In the period of liberalisation, while a combination of the currency 
pattern of invoicing and exchange rate movements has tended to inflate 
the country’s export performance , a startling decline in the unit value of 
imports, which strongly suggests the possibility of large-scale dumping, 
has temporarily averted a runaway rise in the import bill The 
implications of these developments for the future are ominous . 
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Table 1: India's Exports. Imports and Trade Balance 
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Tails 3: toes Nummr of India's Exrbim and Imports 




_fata_ 



_Growth Rite 


Bwott 

_Import_ 

EXDOft 

Import_ 

UVI 

Q 

UVI 

Q 

UVI 

Q 

UVI 

Q 

1980-81 

108.5 

108.1 

134.2 

ft7.9 





1981-82 

124.1 

110.1 

133.1 

150.6 

14.4 

1.9 

-0.8 

9.2 

1982-83 

132.0 

116.7 

136.3 

154.6 

6.4 

6.0 

2.4 

2.7 

1983-84 

151.0 

113.0 

125.8 

185.4 

14.4 

-3.2 

-7.7 

19.9 

1984-85 

169.8 

120.8 

161.7 

156.1 

12.5 

6.9 

28.5 

-15.8 

1985-86 

170.8 

111.3 

158.8 

182.3 

0.6 

-7.9 

-1.8 

16.8 

1986-87 

179.4 

121.3 

139.4 

212.3 

5.0 

9.0 

-12.2 

16.5 

1987-88 

195.4 

140.0 

160.0 

204.8 

8.9 

15.4 

14.8 

-3.5 

1988-89 

232.2 

152.1 

185.5 

224.2 

18.8 

8.6 

15.9 

9.5 

1989-90 

276.6 

174.9 

228.4 

227.8 

19.1 

15.0 

23.1 

1.6 

1990-91 

292.5 

194.1 

267.7 

237.7 

5.7 

11.0 

17.2 

4.3 

1991-92 

369.5 

208.6 

309.1 

228.0 

26.3 

7.5 

15.5 

-4.1 

1992-93 

421.5 

222.9 

331.0 

282.0 

14.1 

6.9 

7.1 

23.7 

1993-94 

448.0 

257.0 

327.2 

329.1 

6.3 

15.3 

-1.1 

16.7 

1994-95 

495.0 

293.0 

249.0 

532.0 

10.5 

14.0 

-23.9 

61.7 

92-93to95-96 





10.3 

12.1 

-6.0 

34.0 

86-87 to 90-91 





11.5 

11.8 

11.8 

5.7 


UVI-Unit Value Index. 
Q-Quantum Index’ 
Source: DGCI and S. 


of the US dollar. On an average, around 
three-fourths of India's total trade was 
invoiced inUS dollar in the post-NEP period. 

(ii) The rupee-dollar exchange rate remained 
almostunchanged between March 1993 and 
August 1995. 

(iii) In the last few years the US dollar has 
come under heavy pressure from various 
other hard currencies like Japanese yen and 
German deutsche mark. 

It is important to note that prices of Indian 
exports in non-dollar hard currencies 
remained unaltered or even declined in the 
post-NEP period. But as US dollar weakened 
vis-a-vis the currencies of other major 
industrialised countries these prices increased 
in terms of US dollar. In such a situation, 
preponderance of the US dollar in India's 
export invoicing pattern coupled with rupee- 
dollar stability resulted in considerable rise 
of rupee as well as dollar estimates of unit 
value index of India's exports. This in turn 
inflated the overall export growth rates in 
rupee as well as dollar terms during the post- 
NEP years. 

It is logical to anticipate a similar pattern 
of price movement for India's imports as 
well. That is, one might expect considerable 
increase in dollar or rupee values of unit 
value index of India's imports for the post- 
NEP period. However, even though there 
has not been any substantial change in 
India’s import composition in the post-NEP 
period over the pre-NPE years, unit value 
index of imports in rupee terms, on an 
average, shows a 6 per cent per annum 
decline during the post-NEP period. This 
coupled with the fact that world import 
prices remained buoyant during the recent 


years makes the movement of India's unit 
value index of imports in the post-NEP era 
intriguing. These developments give rise to 
the suspicion that the suppliers of imports 
to India have followed a predatory policy 
of dumping into the country. Notwith¬ 
standing the promulgation of a new ordi¬ 
nance on anti-dumping and countervailing 
measures in 1994, effective initiation of 
such investigations is seriously lacking in 
the country while Indian exports regularly 
face anti-dumping procedures in their 
destination countries. However, absence of 
such a mechanism in India can only be 
ruinous for the domestic economy. 

Apart from the possibility of large-scale 
dumping of imports into India, the increase 
in import dependence in the post-NEP era 
has emerged as a major challenge before the 
economy. Even a high import growth rate 
at 17.8 per cent per annum in USdollarterms 
during the post-NEP period hides the true 
extent of increase in India's absorption of 
imports. As against a mere 5.7 per cent per 
annum increase in the import quantum in the 
pre-NEP period, the corresponding growth 
rate in the latter period has reached the 
astonishing level of 34 per cent per annum. 
But for the conspicuous downward move¬ 
ment of unit value of imports, the total value 
of India's imports would have exploded in 
the post-NEP years. 

From the previous analysis it becomes 
clear that in the liberalised era, while a 
combination of invoicing pattern and ex¬ 
change rate movements inflated India's 
export performance, conspicuous price 
movements temporarily averted runaway 
increases in imports. However, as effective 


fosh^ to export expansion 
remains a non-starter and the country gets 
adjusted to an increasingly import-intensive 
production and consumption pattern under 
NEP, any devaluation of the rupee via-a-vis 
the dollar would have severe implications 
for India's trade balance. In fact, after main¬ 
taining stability for more than two years, as 
rupee has started weakening against the US 
dollar since September 1995 India's trade 
deficit is increasing at a fast pace. During 
the year 1995-96 deficit on the merchandise 
trade is likely to touch the $ 4.5 billion mark, 
the highest in last five years. As per the BOP 
data, as distinguished from DGCI and S 
data, the trade deficit may touch $ 6.5 billion. 
Continuation of the present policies can only 
aggravate this problem to uncontrollable 
levels. 

Given the size and structure of the Indian 
economy, any advocacy of the process of 
'export-led growth', as has been envisaged 
by the proponents of NEP, appears unviable 
and unrealistic. However, the need forex port 
promotion remains a valid proposition for 
the overall improvement of the economy. 
The impact of NEP on India’s foreign trade 
shows that while unilateral liberalisation has 
pushed imports to an unsustainable growth 
path, export growth rates could not improve 
upon the performanceof the pre-NEP period. 
Therefore, the combination of supply-sided 
policies and across-the-board opening up of 
the domestic economy is neither necessary 
not sufficient to put India on the path of a 
balanced foreign trade expansion. Definite 
actions to remove the structural bottlenecks 
facing domestic producers, government's 
prominent role in dissemination of various 
information related to foreign trade and 
technology import and absorption, a sup¬ 
portive role of the state in the improvement 
of the marketing techniques of the Indian 
exporters and strict actions against the non¬ 
competitive practices of the foreign sup¬ 
pliers are perhaps some of the more relevant 
ways for sustainable expansion of India’s 
merchandise trade. 


Economic and Political Weekly 

Available from 

Salnatti Book Centre 
G-ll, Mahendra Chambers 
V T Magazine Market 
Dr D N Road 
Bombay - 400 001 


1054 


Economic and Political Weekly May 4,199^ 




Recalling Bhagalpur 
Aftermath of 1989 Riots 

That the inquiry commission investigating into the Bhagalpur riots of 
1989 should take five years to present its report illustrates how the 
procedures of delivering justice are being insidiously subverted from 
within . 


THE Bhagalpur riots which claimed the 
lives of nearly 1,000 persons are one of the 
worst instances of communal riots in the 
recent past. Ever since the locks of the Babri 
masjid were opened in 1986, communal 
disturbances had been on the rise. In 1989 
itself 1,174 people died in different parts of 
the country in riots that followed the passage 
of Ramshila processions through the states. 
The Bhagalpur riots followed in the wake 
of one such procession, carrying ‘con¬ 
secrated 1 bricks to Ayodhya for the construc¬ 
tion of the Ram temple. A year later, during 
the course of the rath yatra, 693 people were 
killed. And two years later, following the 
demolition of the masjid, 226 places were 
affected and 1,801 people died. In the seven 
years between 1986 and 1993, the toll of the 
Bhagalpur riots stands the highest. 1 For the 
survivors the subsequent years have meant 
innumerable visits to the law courts, police 
station, welfare officers and so on. Whether 
justice will be done remains to be seen. 

What happens after a riot is seldom 
available for public scrutiny. Information 
regarding registration of FIRs, filing of 
charges and trial proceedings rarely gets 
known. In the process what remains 
unexamined is the further communalisation 
in the aftermath of a riot. Filing of FIRs and 
framing of charges is the task of the police. 
But when the police which had participated 
in the riots returns as investigating authority, 
the result is wilful delay and incomplete 
investigation. 2 Compounded by the ineffi¬ 
ciency of the courts, trials begin in very few 
cases. So far, in Bhagalpur, only one person 
has been convicted in a murder case. 

Breakdown of the normal process of law 
in a communal riot is well recognised, and 
a commission of inquiry is also routinely 
instituted to inquire into the riots. In 
Bhagalpur, on December 8, 1989 a com¬ 
mission of inquiry was appointed to examine 
the first phase of killings. Bhagalpur Riots 
Inquiry Commission submitted two reports 
in Febntay 1995 five years after the riot. But 
the way in which the commission was 
repeatedly reconstituted, the manner in which 
the courts intervened and granted stays and 
the fact that two diametrically opposed sets 
of findings emerged confirms that the battles 
that were initially fought on the streets 
extended into the institutions which are meant 


to serve as checks and balances. 

This outcome of the commission and the 
state government's lack of interest in 
implementing its recommendations has 
ensured the delegitimisation of the criminal 
justice system. And this seems to bother 
neither the political parties, nor the 
legislature, the government or even the 
judiciary. Those at the receiving end con¬ 
tinue to do the rounds of the courts seeking 
justice for the killing of a family member 
or the loss of a dwelling place. The apathy 
of all our democratic institutions will ensure 
that they carry on in this manner for quite 
a long time. 

Commissions of inquiry can be instituted 
either by the central or state government, to 
inquire into “any definite matter of public 
importance 11 . (Commissions of Inquiry Act 
1952, Section 3). Such commissions are 
meant to conduct an impartial inquiry 
particularly when the normal investigational 
agencies are accused of communal biases. 
That commissions of inquiry are routinely 
appointed after communal riots in itself 
points to the routine collapse, or even active 
collusion, of the administration and police 
during those riots. The act addresses precisely 
such systemic failures. While the government 
has the discretionary power to appoint a 
commission, it must necessarily appoint such 
a commission when the legislature passes a 
resolution. 

The argument that the criminal justice 
proceedings cannot be initiated till the 
commission of inquiry finishes its task is 
completely fallacious. A commission of 
inquiry is not a substitute for the functioning 
of the criminal justice system. For it is within 
the ambit of the Indian Penal Code and the 
Criminal Procedure Code that the criminals 
are prosecuted and justice is meted out in 
the courts. Thus, the commission is an aid 
and a corrective to the functioning of this 
normal system of criminal justice. For, it 
“may, after recording the facts constituting 
the offence and the statement of the accused... 
forward the case to a magistrate having 
jurisdiction to try the same** (Commissions 
of Inquiry Act, Section 5(4)). And the evi¬ 
dence gathered by a commission can be 
“sufficient... to enable the government to 
proceed" against those indicted “both ad¬ 
ministratively and under the criminal law of 


the country". The members* report in 
Bhagalpur urged this most strongly (p 115). 
The Bhagalpur commission recorded ample 
evidence about the causes leading to the 
disturbances, and about action taken by the 
administration. The commission of inquiry 
did not concern itself with “the actual culprits 
taking part in the incident”, a task left “for 
the investigating agency and for the Court" 
(Members* Report, p3). However, the 
members report has indicted the officials 
who were directly responsible for the riots. 

Divergent Findings 

Following the first phase of the riots, a 
Commission of inquiry was set up under the 
1952Act, to investigate the incidents between 
October 22 and December 8. The terms of 
the Bhagalpur Riots Inquiry Commission 
were: 

(1) to find the causes for the communal riots 
that started in Bhagalpur on October 24, 
1989. 

(2) to investigate whether or not these were 
pre-planned and if so who was responsible. 

(3) u> examine whether or not the district 
administration tried sufficiently to prevent 
the riots. In case members of the 
administration had failed in their duties, 
then the guilty were to be named. 

(4) to try to suggest methods to prevent riots 
from recurring. 

(5) to look into other matters relating to the 
communal riots and also make general 
suggestions for the future. 

The commission was to submit its inquiry 
report to the government within three months* 
that is by March 1990. 

The members report of the Bhagalpur 
Riots Inquiry Commission presented their 
conclusions in 128 pages with 423 pages of 
annexures. It gives a clear chronological 
account of the riots in 1989, and this account 
is supported by independent witnesses and 
fact-findings of civil rights groups. The report 
traces the history of communalism in India, 
blaming both Hindu and Muslim fanaticism 
for the hostile relations between the com¬ 
munities. It also condemns the role of 
communal organisations and irresponsible 
sections of the media in spreading rumours. 
It indicts the district administration and the 
police for 

(a) allowing the Ramshila procession to pass 
through the sensitive Tatarpur area even 
though it was not mentioned in the licence 
issued for the procession. 

(b) indifference and incompetence in not 
anticipating the riots. 

(c) failure to scotch rumours that were 
provoking communal violence. 

(d) failure to maintain curfew and their own 
active violation of the curfew orders, to 
protest against the transfer of the SP on 
October 26, 1989. 

Apart from general censure of officials 
and government agencies on grounds of 
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anti-Muslim bias, the members report names 
certain officials directly responsible for the 
happenings: 

(1) The superintendent of police. K S 
Dwi vedi, is held “wholly responsible for the 
riots that occurred**. According to the report, 
the fact that VHP and BJP members along 
with the police protested against his transfer, 
exposes the communal links of key police 
officials. 

(2) Navin Kumar (deputy SP) and K C Dubcy 
(officer-in-charge, Kotwali PS), arc both 
indicted for assisting the SP and being 
“spectator to loot, arson" in the Sujaganj and 
Parbalti areas of Bhagalpur town (p 114). 

(3) The 1G police, G P Dohre, is held to be 
equally responsible along with the SP. The 
report notes that “his communal bias was 
apparent... during Muharram, when he said 
that he would make Bhagalpur another 
Karbala'* (where Husain, son of Ali and 
grandson of the Prophet, and his Muslim 
troops were slaughtered by the Caliphate's 
army near Baghdad). 

(4) Officers-in-chargc of police stations 
Nathnagar and Mojahidpur are indicted on 
counts of 'loot, arson, murder or abetting 
or deliberately failing to prevent it* (p 115). 
AS1 Ramachander Singh (PS Jagdishpur) is 
charged with personally directing the Logain 
massacre, along with several others 
mentioned by name. 

District administration officials speci¬ 
fically accused in this report are the DM 
Arun Jha and the ADM in-charge (control 
room), executive magistrate, Bhagalpur, the 
block development officers of Nathnagar 
and others. The charges made against them 
are similar to those against the police in the 
report. 

The dissenting minority report of the 
chairman. Justice Prasad, is in sharp con¬ 
trast to the majority members report. 
Originally the sole member of the com¬ 
mission, he had consistently disagreed with 
the other members. Thus he was opposed 
to the notices issued to the district and pol ice 
officials by the then IAS officer members. 
Justice Prasad had not seen the need to 
inquire into the conduct of these officials, 
who had held responsible posts in Bhagalpur 
at the time of the riots and had failed to 
control the riots and had connived with the 
rioters. 

From the opening paragraph onwards, the 
chairman* s report betrays the same communal 
perceptions which were cultivated and 
exploited during the riots. In the chapter on 
the 'background', the chairman instructs 
Indian Muslims to avoid contact with “ISI 
agents... if they want restoration of trust in 
them". He is of the opinion that the incidents 
at Fatchpur definitely had nothing to do with 
the riots, and officials could not be blamed 
for not taking precautions. About theTatarpur 
incident which sparked off the riots in 
Bhagalpur town, he blames the Muslims for 
throwing bombs upon a 'peaceful* Ramshila 


procession when it is by no means dear as 
to who threw the bombs: 

Despite the ample evidence presented to 
the commission, the chairman finds, “neither 
the police nor the administration had a 
communal bias". They failed in controlling 
the riots “for which they must be held 
accountable and if necessary punished*' 
(Chairman’s Report, p98). Significantly, 
the report omits all mention of the worst 
massacres at Logain. Chanderi, and 
Bhikanpur in which witnesses allege that the 
police were actively involved. No attempt 
is made to fix responsibility for the riots. 
In fact, A K Singh, ADM, Law and Order. 
Bhagalpur, responsible for uncovering the 
Logain massacre, lias been criticised for 
publishing an article exposing the collusion 
of the district administration with rioters. 

As is more than apparent, the findings of 
the two reports are completely divergent. 
While the findings of the members report 
ought to be welcomed, it is nonetheless 
significant that neither of the reports attempts 
to ascertain the death toll during the riots. 
As per its terms of reference, the commission 
was supposed to investigate the incidents 
and fix responsibility. But if the death toll 
is not ascertained, the facts of arson and 
looting are not established, responsibility 
cannot be fixed nor the guilty identified. The 
members report does comment upon the 
delays in the trial courts, and the large number 
of acquittals. They attribute these to the 
possible intimidation of witnesses. But the 
obstruction of justice starts much earlier, in 
the deliberately shoddy work (not filing 
FIRs, failing to identify the assailants) done 
by the police in the first place. The members 
thus recognise that “CB1 inquiry may be 
required in some cases" (p 121). 

What is disturbing is their suggestion that 
a Rapid Action Force headed by the army 
and under the direct control of the central 
government be deployed all over India. 
Further, that it should have intelligence and 
prosecution wings which should take over 
investigation and criminal proceedings in 
special courts. Institutions exist in our 
democratic system with sufficient powers to 
tackle such situations. When they fail, their 
malfunctioning must be checked. The 
members* recommendation of an entire 
parallel system with extraordinary powers 
may seem a reasonable proposal in the context 
of such malfunction, except that it further 
weakens those democratic institutions. 

The members report was accepted by the 
legislature by virtue of it being a majority 
report. The appointing government is 
required to lay great stress on the composition 
of the commission to ensure that it is unbia¬ 
sed. When, as in the case of the Bhagalpur 
commission, one member was quite defi¬ 
nitely biased, the integrity of the very insti¬ 
tution of commissions of inquiry gets erod¬ 


ed awl along with it. thc abiHty of the state 
to prevent further communalisation, The 
fact that the composition of the commission 
could change so frequently and that two 
reports could be brought out with dia¬ 
metrically opposed conclusions indicated u 
deeper problem: the susceptibility of com¬ 
missions of inquiry to the inclinations of the 
government in power and interventions by 
the judiciary. 

The history of the commission bears this 
out. For the delays that occur appear to be 
strategic and intentional. The commission 
was set up in 1989 by the Congress(l), then 
in power in the state. Elections were due 
soon and it made good electoral sense to 
appoint the one-member commission. After 
almost two years (till 1991) during which 
the single member heard the evidence the 
composition was changed. Objections against 
the single member were raised not only by 
Musli in fundamentalist organisations but also 
by the democratic sections. This change was 
brought about by the state government, this 
time the Janata Dal, which had come to 
power in the state in the 1990 elections. 

In 1993, the Supreme Court intervened 
upon a petition by two organisations, 
Ramshila Pujan Samui. and Shri Ram 
Mahayagna Samiti.’ They demanded that 
the composition of the commission he altered 
again. This was now done at the behest of 
the judiciary. The same stratagem of delay 
was used by the state government after the 
report was tabled in 1995 and a report of 
the action taken against ihc guilty had to 
be submitted. 

Crime and Punishment 

Governments in power routinely cite the 
appointment of commissions of inquiry after 
communal riots us proot of their renewed 
rcsol vc to battle such violence. This emphasis 
leads to the popular misperception that a 
commission is a post-riot replacement lor 
normal investigative procedures. It is not. 
The due process of law does and must 
continue to operate simultaneously. And 
this is where the victims and their relatives 
have to struggle hardest to even set the 
process rolling at all. 

The fact-finding by PUDR into the riots 
concluded that around 1,000 people had 
been killed. The report of the commission 
does not contain any mention of the number 
of people killed. The report by the ADM, 
relief and rehabilitation provides an estimate 
of 982 deaths. This is included in the 
volume of annexurcs with the members 
report. The police, however, have supplied 
no figure in their submissions included in 
the annexures. 

However, as far as punishment to the 
guilty and justice for the survivors is con¬ 
cerned. it is not the commission of inquiry 
but the scribbled contents of the FIRs tiled 


1056 


Economic and Political Weekly May ^ 1996 



\ it faMHwg ihanasof the VS affected block* 
of the district that are crucial. For, judicial 
action starts from this point. Lists of these 
FIRs, are attached to die members report. 
The story of police indifference that they 
tell, is aptly displayed by the figures given. 
A total of 59S FIRs were registered by the 
police during and after the riots, each 
pertaining to a separate incident of arson, 
killing and looting. But these FIRs cover 
only 354 of the recorded 982 deaths. Over 
500deaths arc simply not recorded as crimes. 
Either dead bodies could not be recovered 
or the victims were killed in police firing. 
In communal riots where police is guilty of 
connivance, police firing takes on a different 
complexion altogether than simply control 
of rioting mobs. In either event an FIR was 
not recorded. 

The problem arising from the lack of a 
dead body is compounded by the fear of the 
people in approaching the police, for many 
policemen arc known to have directly 
participated in the rioting. Since it is up to 
the police to register an FIR, intimidation, 
deliberate obstruction at the thana or even 
refusal to file a complaint are only to be 
expected. In such a situation, the mere filing 
of an FIR ts a substantial gain for the victim. 
Thus, the delay in filing of the FIRs was on 
an average two weeks. In the case of the 
Logain massacre where 108 bodies were 
buried in the fields with the connivance of 
the police, the FIR was filed 41 days after 
the incident. The delay typically weakens 
the criminal charges and gives ample time 
to the accused to destroy evidence. In a riot 
situation the form of attack is typically a 
mob of strangers. Where some of the mob 
are identified, victims are unwilling to stale 
the names fearing further attacks. Therefore, 
of the 595 FIRs registered, in 416 FIRs no 
accused is named. 

The sorry tale of investigations performed 
by the police is clear from the fact that in 
only 140 FIRs, charge-sheets were filed by 
the police. These FIRs transformed 
themselves into 142 cases in the sessions 
court. In the rest of the cases the police filed 
the final report indicating that no accused 
could be identified and thus cases were 
closed. In this way prosecution was thwarted 
lor 119 killings among other crimes, for 
which FIRs were lodged. For, the FIRs in 
which police closed the case after investi¬ 
gation, the courts accepted the final reports 
given by the police. No attempt was made 
to hand over investigation to any other 
agency given that over400 FIRs were being 
closed. 

The 142 cases filed in the court accused 
1.392 people of participating in incidents of 
violence and looting. Six years later, 87 
cases against 901 accused ore still pending. 
Of the 55 cases decided. 11 have ended in 
convictions in which 50 people have been 


awarded punishment Of die 142 cases, 38 
cases relate to murder of which 12 cases 
have been decided and one has resulted in 
conviction. Of the 406 people accused in 
murder cases, the court has decided on 95 
people, of whom 94 have been acquitted. 

The Report and What Followed After 

In August 1995 after the members report 
was tabled, certain questions were raised 
about it by the Patna High Court. The court 
responded to a petition of slander and 
misrepresentation filed by L K Advani (BJP 
president) regarding the criticism levelled at 
him in the report. He was accused of resort¬ 
ing to the threat of rioting unless the 
Muslims Identify with hindutva* (quoted in 
Panchjanya. the official mouthpiece of the 
RSS. and The Times of India. January 30, 
1993). On September 14, 1995 the court 
ruled in Advani's favour and directed the 
members to give an explanation. The BJP's 
dissatisfaction with the members report 
which condemns the party as communal is 
obvious. 

After the long awaited report was finally 
brought out, executive action upon its 
recommendations continued to contribute to 
the process by which the entire institution 
was reduced to a farce. Bihar chief minister. 
Lalo Prasad Yadav had stated categorically 
on June 30, 1995, “The government will 
spare no one who has been indicted by the 
majority of the commission. My government 
will ensure severest punishment within three 
months of those who have been found guilty 
of aiding and abetting the worst ever riot in 
Bihar” Eleven months have gone by and the 
government has still not tabled its 'Memo¬ 
randum of Action Taken'. So far the action 
has been minimal and piecemeal. Show cause 
notices have been issued to some of the 
indicted officials, and G P Dohrc, one of the 
mam accused in the report, then IG Bhagalpur 
and later director general of police, Bihar, 
has been transferred. The punitive capacity 
of transfers is dubious to say the least. This 
much was done by the third week of 
November, three months after the ‘Memo¬ 
randum of Action Taken' was due. Compared 
to the fanfare with which the commission 
was announced, the elaborate prolonged 
ritual or maintaining it. and the positive 
report that did emerge, the action taken 
appears to be rather like a joke in bad taste. 

Conclusion 

Official response in the aftermath of a riot 
thus follows a two-pronged channel. One, 
through the criminafjustice system and two. 
through the commission of inquiry. It is to 
prevent possible biases in the normal process 
of prosecuting the cases - through filing a 
police report, framing charges and going to 
the courts - that a commission of inquiry 
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is instituted. For, as in thecase of Bhagalpur, 
state representatives are often directly 
involved in the rioting. Those guilty of abet¬ 
ment, connivance, dereliction of duty and 
negligence are notlikelytocharge themselves 
or prosecute others responsible. The data 
collated from the annexurcs stands testimony 
to the fact that intentional dereliction of duty 
and negligence by police continue in the 
aftermath of the riot. 

Time-bound commissions of'inquiry are 
appointed to perform two tasks: (1) to identify 
the guilty officials so that they can be charged 
and that the administration can be reorganised 
to prevent the guilty persons from hampering 
the process of justice; and (2) to suggest 
measures to prevent such occurrences in the 
future. The failure of the state government 
to initially appoint an impartial inquiry 
prepared the way for delays in the com¬ 
mission. The play of communal politics and 
an insensitive judiciary furthered these 
delays. Consequently, while five years of 
reconsitution dragged on, the same ad¬ 
ministration, which was later indicted by the 
commission for connivance with the noters, 
continued to register, investigate and 
prosecute the crimes committed during the 
riots. Necessarily this resulted in non¬ 
registration of crimes, cursory investigation 
and weak prosecution. 

Hence, the members report apart from 
making suggestions and fixing responsibility 
also points to the need for proper in vestigation 
and prosecution of crimes which had occurred 
five years ago. And this aspect of the recom¬ 
mendations of the commission has neither 
been publicised nor any action taken or 
promised regarding u. The Bihar government 
has not yet even submitted the ‘Memorandum 
of Action Taken', violating the legal stipu¬ 
lation of six months. 

The real problem lies in the failure of the 
state to safeguard the lives and property of 
its citizens both during the riots and in their 
aftermath. That the commission of inquiry 
is properly constituted, allowed to function, 
and justice done according to its recom¬ 
mendations depends on the political will of 
the government. This will is singularly 
lacking. For it inherently follows Irom the 
lack of political will to prevent riots tn the 
first place. So. first, representatives of the 
state allow, if not actively instigate, com¬ 
munal riots. Then they shield those who 
have perpetrated the arson, loot, and killings 
through formal measures like departmental 
inquiries. The state sets up a commission of 
inquiry, whose functioning can be thwarted 
by vested interests in the state itsell. The 
circle is complete, and the subversion ol rule 
of law, total. The late of the Sri Krishna 
Inquiry Commission probing into the 
Bombay communal riots in December 1992 
and January 1993 is the worst example ol 
this process. On January 23, 1996, the Shiv 
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Sena-Bharatiya Janata Party government to 
the state decided to wind up the commission. 
The reason provided was that the government 
has spent Rs 1.7 crore on the commission 
and that its term bad been extended five 
times since its inception. Worse still the 
government defended its decision by saying 
that the commission “had become an exercise 
in futility”. And that ever since the new 
government Aok charge “Maharashtra has 
been witnessing complete communal 
harmony. The commission^ proceedings 
would have unwittingly vitiated this 
atmosphere'* (The Times of India , January 
24, 1996). The deaths of over a thousand 
people and large-scale destruction of property 
three years ago which the commission had 
been investigating hang in the balance. 

The gradual dilution of this democratic 
institution today has reached a point where 
it has been explicitly debunked on grounds 
of futility and expenditure. What becomes 
evident from the aftermath of the 1989 
Bhagalpur riots is the deliberate nature of 
the delays and attempts at rendering the 
institution of the commission futile. The 
omnious implication of such arbitrary 
decision is that the Maharashtra government 
winds up the Sri Krishna Commission of 
Inquiry. The NHRC announced it was taking 
over the inquiry into the Bombay riots only 
to quietly backtrack. After one institution is 
made hollow from within and its working 
obstructed at every step, the work is taken 
over by another newly created institution. 
Exposed in this is an absence of commitment 
to the rule of law by ruling and opposition 
parties. In Bhagalpur the Congress was in 
power when the riots occurred, the BJP 
provided the immediate occasion for the 
riots, and the Janata Dal that came to power 
after the riots has failed to prosecute guilty 
officials even after half a decade. 

The fundamental principles of the 
Constitution - the right to life and equality 
before the law - holds little meaning for the 
political parties, the government, the 
administration, and the police. It has little 
meaning for the general public itself, except 
when various sections suffer the conse¬ 
quences of the deliberate flouting of the 
constitutional guarantees by the state and its 
institutions. And for some of the victims of 
this failure, such as the families of the 628 
killed in Bhagalpur for whose murder no 
HR has been filed, the hope for redressal 
is faint Thus, for many of those who died 
in these riots, these is inequality not only 
in life but in death. 

* Thus, rule of law, the mainstay of the 
Constitution, gets subverted not only during 
the functioning of the commission of inquiry, 
but more insidiously and dangerously, 
because of its very invisibility, in the 
subversion of the normal procedures of the 
CrPC and the IPC. The sad chronicle of the 


Bhagalpur riots audits aftermath is a pointer 
to the etosionof theConstitutian from within 
by those very authorities who have pledged 
themselves to obey and preserve it. Our hope 
lies iq that small minority which hearkens 
to the dangerous portents of our times and 
are willing to struggle for the right to life 
and equality for all our people. 

Notes 

1 Bhagalpur has a history of communal clashes 
(1924.1936.1946 and 1967). But the October 
1989 riots were exceptional. For the first time, 
riots spread to the rural areas of the district 
and 88 per cent of Bhagalpur* s total population 
lives in its rural areas. Some of the worst 
massacres took place in the villages. Led by 
ASI Ramchonder Singh of Jagdishpur thana 
and other policemen in uniform, a4,000strong 
mob attacked Logoin village at 7 am on October 
27. It is estimated that 115 people were killed. 
The bodies of the victims were at first thrown 
into a pokhar in the Muslim ‘mohalla'. Then 
they were pulled out and thrown into a well. 
Finally, the corpses were pulled out again, 
buried in two fields whereon cauliflower was 
planted. After December 8, 108 bodies were 
gradually recovered. 

Two months before the riots, between August 
12-22,1989 on the occasion of Muhonam and 
Bisheri Puja in the town, communal tensions 
had already escalated sharply. However, the 
state administration did not act. Lok Sabha 
elections were scheduled the next year and by- 
elections two months later, in November, in 
October, the VHP in Bhagalpur undertook a 
five-day Romshila programme os part of a 
wider nationwide campaign. Ramshila 
processions were to pass through the rural 
areas of Bhagalpur and converge on August 
24 in the town. One such procession was to 
pass through the town itself. Muslims decided 
not to let it pass through Tatarpur, a Muslim- 
dominated area. Tatarpur was also not on the 
route sanctioned by the official licence issued 
to the procession (a requirement under Section 
30(2) of the Police Act). Violating this, it 
moved through the mohalla, escorted by the 
police. A bomb blast occurred at the ‘chowk*. 
its source is not clear and no one was killed. 
It triggered off the riots that lasted till the end 
of November. Though communal tensions were 
evident two days cariier, the district magistrate 
(DM) imposed curfew only on October 24, 
after the riots had started. Police was seen 
moving with mobs, looting and destroying 
shops. They did not control the rioting mobs 
which flouted curfew orders, as they 
demonstrated on October 26 to protest against 
the transfer of the superintendent of police, K 
S Dwi vedi. They were joined by BJP and VHP 
leaders. The then prime minister RajivOandhi 
who was touring the riot-struck district, acceded 
to their demand that the transfer orders be 
revoked. Many of the worst atrocities took 
place after this. Order was restored only 
gradually, after the army and the paramilitary 
reached Bhagalpur on October 27. Even then 
the district administration did not hand over 
charge immediately leading to the further 
extension of the riots. 

2 Police excesses during riots are the most visible 
and obvious signs of communalisation of the 
most prominent agency of the state. In Delhi 


against as many as 143 police officials. In fee 
1987 Meerut riots, after the initial phase of 
confrontation between Hindus and Muslims, 
it became the violence of the provincial armed 
constabulary against the Muslims. On May 23, 
10 km west of Meerut in Maliona, the PAC 
shot dead as many as 30 people. Indeed, the 
police have a long tradition of communalism 
os corroborated by the strictures passed on* 
them by several judicial commissions set up 
in the wake of communal riots. The national 
police commission in its sixth report in March 
1981, noted several instances where “police 
officers and men appear to have shown 
unmistakable bias against a particular 
community while dealing with communal 
situations*', and referred in this connection to 
the composition of the police, “which is heavily 
weighted in favourof the majority community.** 
3 The chronology of the Bhagalpur riots and 
their aftermath only indicates the series of 
delays at every stage. The delays are the first 
step in the subversion of justice. Repons of 
the commissions appointed under the 
Commissions of Inquiry Act (1952) in the last 
40 years reveal how well recognised is the 
importance of such subversion at the veiy first 
stage. The methods practised are equally well 
recognised. Hence, it is of some interest to see 
how obstructions were placed so that instead 
of the three stipulated months the repon took 
five years. For these obstructions were neither 
haphazard nor innocent. The riots occurred 
between October 24 to late November in 1989, 
in rural and urban Bhagalpur. On October 26 
transfer orders of the SP, K S Dwivedi reached 
Bhagalpur. The police demonstrated to demand 
withdrawal of the orders. Local BJP and VHP 
members joined the protest. The then prime 
minister Rajiv Gandhi on a survey of the riot 
hit district withdrew the order. The worst 
massacres occurred in the next two days. By 
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file Faina High Cowl, Justice R N Prasad was 
thectkainnanandsokmciiibcr.Thecommisaon 
was due to submit its report in three months, 
that is by March 1990. 

On January 17,1990, R N Prasad assumed 
charge of office. Public notices were issued 
calling for written statements by March 17, 
regarding the facts and circumstances of the 
riots. The date was extended to April 16 upon 
the request of some individuals. Two more 
petitions succeeded in postponing the date to 
May 1.1990. On May 5 and 7, 1990, the first 
sitting of the commission was postponed to 
May 21 and 22,1990. On May 21,1990,481 
written statements were received by the 
commission. Out of these, 13 were selected 
for hearing by the commission. Thus hearing 
began two months after the report was due for 
submission. Until October 1,1991,12 witnesses 
were examined. 

Considerable protests had taken place 
regarding the reliability of the sole member. 
Responding to these the state government 
reconstituted the commission by adding iwo 
members, retired IAS officers Patankar and 
SQRizvi.bySO 1226 dated October 1.1991. 
The life of the commission was extended to 
October 31,1991. Immediaiely, the Ramshila 
Pujan Samiti and the Shri Rain Mahayagna 
Samiu petitioned the Patna High Court for 
removal of the two new members (CWJC No 
7461 of 1991). On December 17, 1991 the 
Patna High Court dismissed the petition. They 
filed a Special Leave to Appeal (136/92) in 
the Supreme Court. The Supreme Court granted 
this prayer on September 20,1993. It ordered 
the state government to appoint two retired 
judges to replace the two earlier members. On 
October 16,1993 the new members appointed 
by the Bihar government. Justice R C P Sinlia 
and Justice S Shamsul Hasan, retired judges 
of the Patna High Court, took over from the 
earlier members. 

In 1993. during the tenure of the two IAS 
officers,, notices were issued by members of 
the commission to seven officials of the district 
administration and police to inquire into their 
conduct under Section 8(B) of the Act. These 
officials were; ArunJha, then DM, K S Dwivcdi. 
the SP, K C Dubey, K B Choudhary. Ajai 
Singh, officers in-charge of Kotwali, Sabour 
and Uak police stations respectively, 
Ramchandra Singh, SI Jagdishpur police station 
(held responsible in the Logain massacre), and 
Jagjit Singh, BDO Sabour (responsible along 
with the police in-chargc of Sabour for (he 
Chanderi killings). Section 8(B)allows persons 
whose reputation is likely to be prejudicially 
affected by the inquiry, a reasonable 
opportunity to be heard. The chairman did not 
agree to the decision to send notices to these 
officials. The validity of the notices issues was 
questioned by ICS Dwivcdi, Aran Jha (CWJC 
5652 of 1993) and K C Dubey (CWJC 3203 
of 1993), in the high court. The high court 
stayed the notices. The stay is still in operation. 
The other officials filed a civil writ application 
challenging die notices issued to them. This 
isstiU pending for admission in the high court. 
Those commission members who had issued 
notices to the officials were removed. The 
officials, on the other hand, have a stay on the 


IS. 1995. On February 15.1995 the members 
submitted their report to die chief minister. On 
February 28,1995 the chairman who disagreed 
with the members* findings, submitted a 
separate report. On June 30, 1995 the state 
government placed the report in the state 


IN dryland areas the most critical constraint 
to farming is water. Across the length and 
breadth of the country, farmers seek to have 
a regular and assured supply of water, 
preferably from a well they own. Planners 
too arc more comfortable with groundwater 
irrigation, as compared to surface water 
because of the several advantages of the 
former, such as, quick implementation, belter 
capacity utilisation, lower initial cost, etc. 
As a result, the number of wellshas increased 
four times in the country since indepen¬ 
dence. There were hardly any agricultural 
pumpscis three decades back, whereas today. 
there exist 15 million pumpsets. Such a steep 
increase in well irrigation, combined with 
H Y V technology has boosted the income of 
farmers, particularly in the north-western 
states. But the benefits are highly skewed 
and have accrued mostly to thecomparati vely 
larger farmers who own wells. Millions of 
marginal farmers continue with their sub¬ 
sistence agriculture. Lack of irrigation facility 
is one of the main causes of their inability 
to derive the optimum benefits of HYV 
technology. 

Marginal farmers are predominant in the 
eastern region, especially in Bihar,, eastern 
UP and West Bengal. The average holding 
size in the above states is only 0.90 ha as 
compared to 1.70 ha on an all-India level 
(in 1985-86). Besides, the holdings are 
rapidly shrinking in size, owing topopulation 
pressure on land. For example, in Bihar the 
average holding size decreased from 1.51 ha 
to 0.87 ha within a short period of 15 years 
since 1970-71. The problem is further 
compounded by fragmentation of holdings. 
In West Bengal, on average, each holding 
is ip 5.29 parcels as. compared to 1.57 and 
l.$l parcels in Punjab and Haryana, the two 
agriculturally advanced states. The average 
areaofindividual marginal holdingsin 1985* 
86 was indeed small, only 0.11 hectares in 
Bihar, east UP and West Bengal. Obviously 
it is not viable to have individual wells for 


litjirtiatrir iiiiiiihlj The majority report ite 
accepted. The memorandum of action token 
was due to be submitted by the government 
in August. By late November 1995show cause 
notices were issued to concerned officials and 
one police officer, then IG Bhagalpur, and 
later, DGP Bihar, Gangs Prasad Dohre was 
transferred. 


such marginal and fragmented holdings. 
Efforts are being made by various agencies 
to meet the irrigation needs of the marginal 
farmers. State governments (or state-owned 
corporations) in the eastern region have 
constructed public tube-wells. Unfortunately 
these public tube-wells have not served the 
purpose because, by and large, their manage¬ 
ment is monopolised by large farmers who 
manipulate irrigation delivery schedules to 
deny water to marginal farmers, particularly 
during the peak requirement season. In a few 
pockets of the country, through the active 
involvement of the non government orga¬ 
nisations (NGOs), community wells have 
been constructed to provide irrigation to 
marginal farmers. For instance, in the 
eastern region, in the Vaishali district of 
Bihar and Deona district of UP scores of 
community shallow tube-wells were 
constructed during 1972-84. A few of these 
structures are working well now, but serious 
management problems have cropped up in 
most of them resulting in poor recovery of 
water charges, non-payment of electricity 
bills, etc. This has dampened the enthusiasm 
of the NGOs in constructing more com¬ 
munity tube-wells. 

Private investment for groundwater 
development, supported by institutional 
credit and government subsidies, has 
increased phenomenally during the last two 
decades. Up to March 1993, the National 
Bank for Agriculture and Rural Development 
(NABARD) has refinanced R& 6,300 crore 
for minor irrigation development in the 
country (major portion of this amount was 
for groundwater development) with the 
eastern region (including the entire UP state) 
accounting for Rs 1,674crore. Such massive 
pumping of credit has not benefited the 
marginal farmers because banks considered 
loans for wells/pumpsets to them as 
financially unviable. A more recent effort 
is the free boring scheme of Uttar Pradesh, 
under which the government provides 
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Treadle Pumps: Boon to Marginal 
Farmers 

DSKRao 

A cheap water-lifting device is an urgent requirement among marginal 
farmers in the eastern region of the country. Treadle pumps which are 
manually operated and may be used where groundwater levels are 
shallow, may prove to be an effective alternative. 
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su bsktes for welts and pumpsets id small around small busi nessmen, who bought advantages. Wm .ttihtfa* < '4Mi *melD 

and marginal fanners. The minimum holding pumps from IDE and sold them to farmer*, pumps, the tube-wells ate fully utilised 

insisted upon in the scheme is only 0,2 IDE provided the services of field extension because of their low discharge (1.5 to 2.0 

hectares. The scheme has been a blessing officers whose job was to train the installers, Ips) as compared to the conventional diesel 

to marginal fanners who have been able to check the quality of installations and ensure and electric pumpsets which yield 6 to 8 lps. 

create valuable assets. However, there is a aftersales service. IDE also worked with the Moreover, fanners do not have to spend for 

drawback. Enormous over-capitalisation manufacturers to improve the design of the fuel/power as these pumps are operated 

takes place under these tube-wells because pumps and set up a strict quality control manually utilising family labour. The only 

of landholdings which are very small in system for all the pumps directly distributed limitation is that their efficiency drops with 

comparison to tube-well yields. Moreover, toy them. Initially, the pumps in Bangladesh increasing depth of water levels and they 

water markets are poorly developed in this were produced by IDE but later the same cannot function when the levels are below 

region and the marginal farmers do not have was handed over to about 70 local manu- 5 m. However, there exist many areas in the 

the scope to sell water. Thus, attempting to facturers. The most significant feature of country where the groundwater levels are 

meet the irrigation needs of marginal farmers these pumps is that they are very cheap, shallow. Such areas are more conspicuous 

through free boring scheme is not the ideal costing around Rs 600, well within the in the eastern region. The terai region of 

answer. v purchasing capacity of marginal farmers, eastern UP, comprising of the districts 

Despite these efforts from the government, IDE has been able to install more than six Bahraich,Gonda,Basti, Gorakhpur, Deoria, 

banks and the voluntary agencies, adequate lakh treadle pumps in Bangladesh up to Mau, Siddharthanagar and Maharajganj, 

irrigation facilities are not available to March 1993. Demand for these pumps is northern Bihar, southern and northern pans 

marginal farmers. This is true in the eastern increasing rapidly among the marginal of West Bengal and central Assam valley 

region too which has good groundwater farmers of that country. For the last two have high groundwater levels. Marginal and 

resources at shallow depths which can be years about one lakh pumps are installed fragmented holdings - Bihar, eastern UP 

devdopedthroughshallowandcosteffective each year. and West Bengal, together, have more than 

structures. According to a Reserve Bank of IDE expanded its operation to India in 20 million holdings which are less than one 
lndiareportontheproductivityoftheeastem 1990 and has installed a few pumps in the hectare in size - are a predominant charac- 
region (1984) “the region is floating on eastern region in collaboration with local teristic of the region. In addition, the entire 

groundwater'*. In Bihar, bamboo bores of NGOs. In India, a modified version of the east coast of Orissa, Andhra Pradesh and 

about 15 m depth cost only Rs 2,500. Cavity Bangladesh treadle pump known as Krishak Tamil Nadu states has shallow groundwater 

tube-wells in several other parts are around Bandhu Treadle Pump (KBTP) has been table as also western coast and the high- 

20 m deep and cost Rs 4,000. However, introduced. In this model, the bamboo poles rainfall hilly areas. Krishak Bandhu pumps 

marginal farmers are not able to benefit from of the Bangladesh model are replaced with in such areas, besides providing vertical 

the favourable situation because a tube-well, twin pedals of mild steel for foot operation, drainage, will also supplement canal supplies 

as such, is of no use unless it is installed This, coupled with the introduction of with the conjunctive use of groundwater, 

with a pumpset. And unfortunately the cost cylinders of larger size (3.5 in and 5 in), the The low cost of the treadle pumps may also 

of the conventional pumpset, in comparison pump efficiency has increased significantly, encourage many urban and semi urban 

to the tube-well is very high and beyond the yielding a comfortable discharge up to 2 dwellers to install them for their kitchen 

reach of a marginal farmer. Even a 3 HP litres per second (lps), as compared to less gardens. 

pumpset (electric or diesel) costs more than than 1 lps of the bamboo pole model of There is a tremendous potential and need 

Rs 8,000and smallercapacity pumpsets cost Bangladesh. Besides, the Krishak Bandhu for installing Krishak Bandhu pumps in a 

no less. A pump system whose capacity and model has better mechanical efficiency and big way in the country. It is surprising that 

cost are tailored to the needs of marginal canbeoperated withmuchlesseffoit.Krishak despite being an ideal solution to the irriga- 

farmers, has yet to be developed. Bandhu pumps with S in diameter cylinders tion problems of the marginal fanners, the 

The problems of marginal fanners in the are capable of irrigating 0.5 hectares easily use of treadle pump has not been sufficiently 

eastern region centre around the pumping and cost only Rs 1,100. Besides being very encouraged cither by the government, the 

device. A cheap water-lifting device is their cheap. Krishak Bandhu pumps have sevcr.il Kinks or the NGCK 

prime requirement. The efforts of the 
International Development Enterprises 
(IDEs), in this direction may provide the 
answer. IDE is floated by a group of North 
American entrepreneurs and has on its 
mandate the introduction of appropriate 
technology to promote self-sustaining eco¬ 
nomic development in the third world. The 
plight of the marginal farmers in Bangladesh 
due to lack of irrigation facility attracted the 
attention of the IDE and motivated them to 
introduce treadle pumps which are cheap 
and manually operated. Treadle pumps are 
reciprocating pumps working on die principle 
of hand pumps. However, unlike the hand 
pumps* these pumps are operated by foot 
and yield continuous supply of water because 
of the twin cylinder system. In association 
with the Rangpur Dinajpur Rural Service 
(RDRS), a popular local NGO, IDE set up 
a rural marketing network in Bangladesh 
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MQM and Growth of Ethnic 
Movements in Pakistan 

Arif Azad 


Behind the victim image of MQM lies the decline of the mohajirs from 
their previous position of cultural and bureaucratic superiority vis-a-vis 
the Sindis and their desperate bid to regain it with the help of 
militaristic and religious conservative forces . 


IT is now an undeniable fact that mohajir 1 
separatism is gathering force in Pakistan. 
This is evidenced, on the one hand, by the 
rising tide of political violence in Karachi, 
and, on the other, by the Pakistani interior 
minister, Nasirollah Babar, broaching the 
issue of extradition of the exiled MQM 
leader. AUaf Hussain, with the British state 
minister at the foreign office, Jeremy Hanley, 
during his recent visit to Pakistan. Predictably 
these developments have ted to a serious 
analysis of an ethnic movement built around 
the identity of refugeehood. This article aims 
to discuss the rise of ethnicity politics, its 
background and its contextualisation within 
Pakistani politics. 

The roots of mohajir (refugee) separatism 
lie in the class composition, the specific 
context of the province (Sind) in which they 
settled, and their close proximity to centres 
of power, patronage and official ideology. 
On the eve of partition (August 1947) about 
7 million refugees crossed to west Pakistan. 
Punjab, the largest province (in terms of 
population) of the west Pakistan absorbed 
80 percent of the arriving refugee population. 
These refugees assimilated into the province 
and soon ceased to see themselves as 
refugees 2 However, the source of current 
civil disorder in Karachi is rooted in the 
other one million refugees (mostly Urdu- 
speaking from UP, Bihar and Delhi) who 
settled in the province of Sind.' The mainly 
Urdu-speaking refugees in the Sind province 
were lower and middle class educated people 
who had, in the past, worked in important 
positions in the colonial administrative 
apparatus. On arriving in Sind, a huge 
majority of immigrants settled in the urban 
centres, thus filling the vacuum left by the 
flight of Sindi Hindus in the wake of well- 
organised rioting in Karachi in January 1948. 4 
Thus, in a single stroke urban Sind was 
occupied by the arriving immigrants where 
they would form half of the city's population 
in the next few years. At the time, a huge 
majority of native Sindis consisted of 
peasants who had lived in the rural Sind for 
centuries. There was atiny Sind middleclass 
which resided in the urban centres. As before, 
urban Sind had remained populated first by 
non-Muslim Sindi Hindus and now by better 
educated Muslim immigrants. For the 
majority of Sindis, therefore, independence 
from colonial rule meant nothing because 


they remained stuck in the rut of a feudally- 
dominated rural Sind as before. 

The First Decade 

Rise in Mohajir Affluence and Influence 

In the first decade, immigrants succeeded 
in entrenching themselves in the oppressive 
state bureaucratic structures, print and 
broadcast media and educational institutions 
thanks to their better educational quali¬ 
fications, experience in running colonial 
style state bureaucracy and top-heavy 
representation in the ruling political party, 
the Muslim League. Indeed, the Muslim 
League, the political party championing the 
cause of a separate homeland for the Muslims, 
was largely the creation of an Ucdu*speaking 
'salariat' 5 (a segment of lower and middle 
class people with aspirations to government 
jobs) whose jobs in the all-India context 
were threatened by the rise of a Hindu salariat. 
Furthermore, Pakistani state managers 
(dominated by the Punjabis) opted to retain 
theold colonial state apparatus and the Urdu- 
speaking immigrants closely collaborated 
with them in maintaining and running the 
system. This strategic alliance with the 
Punjab-dominated ruling elites procured 
them all the advantages in terms of educa¬ 
tional advancement and enhanced access to 
government jobs. Thus, 

mohajirs were active participants in laying 
the basis of an oppressive state apparatus 
and the formulation of an official ideology 
of Islam. Because they were making hay 
while the sun was shining, they began to 
preach the twin virtues of being a good 
Pakistani and Muslim above all ethnic and 
regional identities. The mohajirs also 
denounced sub-national movements as sub¬ 
versive of the Islamic state which they had 
had a big hand in creating. In one way, 
therefore, immigrants were instrumental in 
putting in place the basics of what Hamza 
Alavi calls 'official nationalism’ which 
includes Islam and Pakistan as its two chief 
ingredients. Thus, in the first decade 
everything was going the immigrants’ way. 
This can be gauged from the fact that the 
first prime minister of Pakistan, Liaquat Ali 
Khan (1947-51) was himself an Urdu¬ 
speaking immigrant. 

However, the upward progress through 
economic and political ranks did not prove 
an effective solvent of the distinct identity 


of the mohqjirs. The mohajirs began to con¬ 
sider themselves culturally and religiously 
superior to the ’natives’ amongst whom they 
had come to live peimanently.The mohajirs’ 
claim of cultural and linguistic superiority 
received a big boost when Urdu was adopted 
as the official language of the newly inde¬ 
pendent Pakistan ("among the language of 
Pakistan, Urdu alone is Islamic”, Dr Abdul 
Huq, an Urdu scholar, aka Father of Urdu.)* 
At the same time they cast in their lot with 
extremely conservative religious patties like 
Jamat-i-Islami. 7 These two mental attitudes 
- culturo-linguistic pride and religious 
conservatism - went into the making of 
mohajir identity. The insistence on mohajir 
identity and the openly active support to 
Jamat-i-lslami went hand in hand with the 
dwindling mohajir influence in the ruling 
Muslim League which, they believed, had 
been hijacked by the Punjabi politicians 
following the murder of immigrant prime 
minister Liaquat Ali Khan in October 1951. 
Thus, they continued to call themselves 
mohajirs (refugee) in order to put a dividing 
line between Sind-settled immigrants and 
the natives. Interestingly, the term mohajir 
bears historical associations and images 
associated with the history of (slam in early 
days when a few devotees of Mohammed 
called 'mohajirs* moved to Medina fearing 
the persecution of anti-Mohammed factions 
in Mecca. They were looked upon as 
privileged revolutionaries who had left their 
homes for the sake of Islam. So the word 
mohajir also has emotive connotations in 
Islamic history as well as meaning refugees. 
Similarly, the Karachi-based immigrants 
consider themselves superior Muslims who 
left their homes for the sake of Pakistan. This 
is quite a powerful word which strikes a 
responsive chord with the vast mass of the 
mohajirs. 

Decline of Mohajir Influence 

In the early 1950s immigrants' monopoly 
over state employment came to be in¬ 
creasingly challenged by educated Punjabis, 
Pathfhs and Sindis following the imposition 
of a 'one unit* whereby the whole country 
was unified into a single administrative unit. 
Behind the shield of the 'one unit' the Sind 
provincial service received a steady trickle 
of Punjabi, Pathan and Sindi (in that order) 
officers, thus posing a potent threat to the 
mohajir* s disproportionate share of the 
salaried government jobs. Alongside this, 
the Muslim League - the party representing 
the interests of mohajirs in its early phase 
- underwent a metamorphosis resulting in 
the haemorrhage of immigrant elements 
within it. 1 More significantly, the reassertion 
of the native elites to effective power and 
the concomitant reduction in the 
disproportionate mohajir influence was much 
resented by the immigrant community. It is 
no surprise therefore that mohajirs refused 
to accept their reduced status and anti-Ayub 
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by the military junta. Sind's political ahena-' 
tion and resentment bunt into a powerful 


estabHshmbm df the MQM, 


Khan feelings took root withtn theiminignKm 
community. The pent-up mohajir anger 
against the Ayub dictatorship manifested 
first in the presidential elections (1965) in 
which he lost from Karachi alone despite his 
huge lead elsewhere and then in the anti- 
Ayub (1968) agitation where mohajirs acted 
as frontline activists. By the time of the 1970 
first-ever general elections, mohajirs had 
lost a considerable share of political and 
intellectual influence. The imposition of the 
'one unit* coupled with the introduction of 
a quota system in government jobs under the 
Ayub Khan government had al ready reduced 
mohajir representation in state jobs. But the 
rise to power of the Pakistan People Party 
(PPP) led by a charismatic progressive Sindi 
politician, Zulftkar Ali Bhutto, put paid to 
the mohajirs’ dreams of clawing back some 
of the ground lost to other nationalities in 
the government service. The mohajirs* worst 
fears proved right when Bhutto’s PPP 
government declared Sindi as an official 
language of the province alongside Urdu. 
Indeed, the language bill delivered a 
shattering blow to the residual mohajir pride 
in the cultural supremacy of the Urdu 
language. A wave of mohajir-led language 
riots followed the passage of the Sindi 
language bill. But the slide in mohajir in¬ 
fluence did not stop there. In a further bid 
to level the playing field, the Bhutto 
administration introduced the quota system 
in provincial government jobs whereby Sind 
was divided into rural (where a majority of 
Sindis live) and urban Sind (where Urdu¬ 
speaking immigrants reside). This meant 
that rural Sindis were to be promoted and 
protected in government jobs through the 
quota system. As expected, this levelling of 
the playing field did not go down well with 
mohajir pride and their unrealistic salariat 
aspirations. No wonder, then, that the mohajir 
anger and disillusionment with the Bhutto 
regime grew apace. Therefore, the mohajirs 
merely vegetated through the Bhutto term 
of office (1971-77), waiting for a politically 
advantageous regime to return to power. The 
long-awaited opportunity, finally, arrived 
when the CIA-orchestrated anti-Bhutto 
agitation was launched by an ultra-right 
religious party in March 1977. Mohajirs 
threw themselves wholeheartedly into the 
religious-right-led anti-Bhutto agitation 
which eventuated in the military coup d’etat 
in July 1977. Indeed, General Zia-uI-Haq’s 
martial law came as a welcome stock-taking 
breather for, up to a point, self-sieged 
mohajirs. The reaction to the martial law 
again exposed the wide political gulf separa¬ 
ting the native Sindi and the mohajirs. Sindis 
outspokenly opposed the imposition of 
martial law and subsequent judicial murder 
of the deposed Sindi prime minister, Zulftkar 
Ali Bhutto and saw it as an organised crime 
against the Sindis. Inevitably, this led to 
further alienation of the Sindis not only from 
the mohajirs but also from Islamabad ruled 


anti-martial movement in rural Sind in 1983 
which was brutally crushed by the military 
regime, killing hundreds of Sindis. In stark 
contrast, urban Sind remained quiet and did 
not share Sind's disgust with the military 
regime. Clearly, Sind province had become 
athornin the fleshofthe military government. 
From now onwards, General Zia's illegi¬ 
timate military regime began to cast around 
for potential political counterweights to 
neutralise rural Sind’s radical politicisation. 
The military regime’s divide and rule policy 
led to a new mohajir political formation, 
Mohajir Quomo Movement (MQM), in 
March 1984. The formation of the MQM not 
only solidified the political divide in Sind 
but also killed off the heroic defiance of the 
Sindi people. The immigrants had once again 
indicated their preference for the state rather 
than the people by playing the game of state 
managers. The rest is history. 

The MQM flexed its electoral muscle in 
the 1987 local council elections in which 
they swept the broad in urban Sind, elimina¬ 
ting all other parties from the electoral picture. 
Since then, it has mobilised the mohajir vote 
behind its programme for more government 
jobs and increased places for mohajir youth 
in institutions of higher education. Obvious¬ 
ly, the ever-shrinking jobs in the state sector 
cannot keep pace with the salariat aspirations 
of the rapidly increasing population. Hence, 
greater militant activism of the mohajir and 
the matching violent repression of them by 
successive governments, resulted in the loss 
of thousands of lives last year. However, the 
everrising violence of the MQM springing 
entirely from its self-centred agenda to the 
exclusion of the ‘native’ Sindis is a sad 
commentary on its reactionary and selfishly- 
exclusivist politics, (“we do not support 
anything which does not contain the word 
mohajir” Altaf Hussain.)* 

In summation, the mohajir ethnicity is 
largely a result of the unrealistic ambitions 
of one segment of the immigrant population 10 
and also of the divide and rule policies of 
the ruling elite. But the mohajir community 
in Pakistan, from day one, has looked to the 
state as its salvager and has never grown 
beyond its limited government employment 
agenda. Even as late as the end of 1995, the 
MQM leader was still conciliatory to the 
military and bureaucracy and sounded willing 
to be co-opted back into the oppressive state 
machinery despite an unprecedented reign 
of terror unleashed on them by the Pakistani 
state. (Those mohajirs who are being 
subjected to state terrorism were basically 
federalists and have been allies of the military. 
So much so that certain groups even blamed 
the mohajirs as an agent of the military and 
the Punjab province*’ - Altaf Hussain.) 11 In 
the past, it has actively nurtured the growth 
of fundamentalist parties and acted as a 
willing accomplice in undermining 


were affiliated to various (Islamic) religious 
and political patties” - Altaf Hussain”.) 11 So 
far its politics is inherently anti-progressive 
and fascist in nature. 

However, its current popularity derives 
from its victim image resulting from official 
high-handedness. The only way out for the 
MQM is to expand its class base and link 
up with other subnational movements inside 
Pakistan. A genuine move away from reliance 
on the oppressive state apparatus is the key 
to MQM survival. Until that happens the 
MQM will remain the laser beam target of 
the Pakistani state. 

Notes 

1 A huge bulk of the refugees (sealed in the 
Punjab) gradually assimilated into the adopted 
homeland and ceased to see themselves as 
refugees, immigrants or mohajirs. So the terms 
mohajir or immigrant have been inter¬ 
changeably used for the majority of Urdu- 
speaking (and some small number of Gujariut- 
speaking) refugees who settled in Sind and 
still see themselves os immigrant or mohajir 
and largely subscribe to the political pro¬ 
gramme of the MQM. 

2 Ahmed, Feroze. 'The rise of Mohajir 
Separatism', Viewpoint , August, 1988. 

3 Ibid 

4 Alavi, Hamza. ‘Nationhood and Nationalities 
in Pakistan’. Viewpoint , July 1989. 

5 Ibid. 

6 Quoted in Feroze Ahmed's ‘The rise of 
Mohajir Separatism', Viewpoint, August 1988. 

7 Mohajirs* influence within the top-echelons 
of the ruling Muslim League decreased 
following the death of Liaqat Ali Khan, the 
first Muslim League prime minister who was 
also an immigrant and is revered greatly within > 
the MQM. This led to the switchover of 
mohajir vote to Jarnal-i-lslaini (and to a lesser 
extent Jamiat-Ulama-i-Pakistan). This vote 
bank switch over registered itself in the 
municipal election of 1957 in which Jainat- 
i-lstami captured nearly a dozen seats from 
a mohajir lower class area. 

8 Muslim League was dominated by immigrant 
politicians in the early years of Pakistan 
Gradually the feudal elites of Punjab and Sind 
hijacked the party and placed it in the lap of 
the increasingly powerful military 
bureaucratic machine which used the various 
factions of the party to further its own 
institutional agenda. By the time General 
Ayub Khan seized power, the M uslim League, 
by then dominated largely by the native feudal 1 
elite, had become a handmaiden of the< 
military-bureaucratic complex. 

9 Altaf Hussain inan interview with the monthly. 
Herald Karachi , September 1987. 

10 Almost exclusively Sind-settled, non 
assimilated immigrants for which terms of 
mohajirs and immigrants have been 
interchangeably used and explained in noie> 

I. The unassimilated immigrants -constituting 
a cultural isolate - are the target prey of the 
state machinery, well tutored in the art of 
divide and rule. The way ami-martial la* 
movement in Sind was neutralised hy 
launching MQM is in itself the best illustrate 
of the divide and rule policy of d** 
unrepresentative Pakistani establishment 

11 Quoted in ‘Unresolved Issues - Role and 
Relevance of the MQM', Frontline, January 
1996. 

12 Ibid. 



Affluence and Environmental Disasters 


MGGPillai 


Despite recurring disasters at the construction sites, Malaysian 
government, flouting all environmental guidelines, is going ahead with 
its major transportation projects to be completed before the 
Commonwealth games in 1998 . 


THE massive landslip along Malaysia’s 
north-south highway, the insouciant official 
response, ignored a fundamental hometruth: 
that the country was ripe, willy nilly, for a 
major environmental disaster. The prime 
minister, Dato’ Seri Mahathir Mohamed, 
has always disagreed; an ineluctable 
environmental degradation, he insists, is 
i nevitable to development. When this is done 
consciously and with care, he argues, this 
can be contained. The battle lines weredrawn 
a decade ago. and the debate seemingly one¬ 
sided, with official perception seemingly 
taking root as comers arc cut to build at 
breakneck speed projects like the north- 
south highway, the new international airport, 
the prestige projects. Malaysia’s rush to an 
industrialised society by 2020 was speeded 
up in a building frenzy before the Common¬ 
wealth games in 1998. 

The government' s presumption of minimal 
environmental damage proved overly 
optimistic. The privatised conglomerates had 
a different agenda. When environmental 
groups predicted disasters, they were 
challenged or ignored. The highway was 
hurriedly built sans adequate controls, 
safeguards and tendered bids within a little- 
understood luisse-faire framework. All that 
was awaited was a practical illustration of 
the portents to come. It docs seem inevitable 
that these concerns ought to dawn on 
promoters of the RM 15,000 million Bakun 
dam in Suiawak state, but work goes full 
steam ahead there with even the 
government's minimum environmental 
guidelines cheerfully ignored. But it probably 
would not be. 

So the massive landslip on January 6, 
1996, along the north-south highway between 
Tapah and Gopcng, before Ipoh, the state 
capital of Perak, did not surprise. The 
seemingly well-built hill-side embankments 
proved inadequate. The 30 km stretch of 
road cost RM 20 million (USD 8 million) 
a kilometre to build; and cut through hills 
and other natural barriers. It was completed 
in 1994, and generally accepted to have 
been badly built. Stilt unknown is if others 
ure buried in the tonnes of rubble that 
crashed down the man-made slopes. So far, 
there is only one known death. That it took 
place early in the morning was fortuitous. 


The weekened drivers would have clogged 
that section of the highway later that 
Saturday afternoon. The minister of works, 
Dato* Seri S Samy Veltu, instead of 
addressing the inherent fundamental flaws, 
concentrated on how the hill slope could 
have collapsed. 

But this landslip is one of many that makes 
a nonsense of environmental concerns. 
Within the last year 29 major landslips 
occurred in several places along the north- 
south highway between Johore Bahru in 
the south and Bukit Kayu Hitam, near the 
Thai border. In a fortnight, there were 176 
landslips in the Cameron Highlands, along 
Malaysia's central mountain range. On 
Penang island, 172 landslips occurred on 
three occasions within a month on Penang 
Hill and the Bukit Pulai district. The much 
publicised Genting landslip last year was 
only the most dramatic on the road to the 
casino atop Genting Hill: within 72 hours 
of that, 36 more took place, and another 
26 in ten more days These do not include 
'not so major' landslips that occur with 
frightening regularity throughout the 
country. That these mishaps take place 
with sickening regularity, more so than 
ever, is ignored. 

The rains are blamed, but rains are a 
feature of Malaysian life. Was this not taken 
into account? It seems not. The structural 
weaknesses of the new Malaysian Petronas 
oil corporation headquarters, twin towers 
built on questionable foundations in Kuala 
Lumpur and said to be the world's tallest 
building, have been rectified, but how safe 
and for how long is unknown. They were 
never admitted, but it added between RM 
40 milliion and RM 100 million to its RM 
3,000 million cost. It is built in an area 
where underground cavities and rivers 
abound. 

The ill-considered privatising of govern¬ 
ment assets, the penchant for thousand 
million dollar projects threaten long-term 
political and economic stability. About RM 
1,60,000million (USD 64,000million) worth 
of projects are built or planned for between 
now and the year2,000. This does not include 
the proposed RM 2.500million-doUar under¬ 
sea tunnel to link Penang with the mainland. 
The building spree for the commonwealth 


gamerenstuea an abundance of sports an# 
recreational facilities that would be all but 
irrelevant after 1998. Overpriced prestige 
projects, often without an attendant economic 
value or return, complicates the problem. 
One such is the proposed 'linear city' along 
the whole length of the Klang river. 

ft is churlish to point out that independent 
Africa's downward spiral began with 
ambitious, prestigious projects. The countries 
could well have paid for them. But in this 
building, the larger social policies were 
mismanaged and ignored. When the crunch 
came, as it must, financial ruin was 
complicated by social and cultural ferment. 
Coups and dictatorships presided over a 
concomitant downward spiral in living 
standards. The foreign debi internal 
corruption, and grandiose projects sank them. 
Nigeria, the richest country in Black Africa 
with its abundance of oil. is still unable to 
rescue itself from its morass. 

Malaysia outranks even the best of these 
regimes; but problems are relative. She 
remains rich in natural resources; have a 
better political,, administrative, economic 
and business frame, stability, a long-tenn 
view. But the arrogance that came with 
business success and global political 
recognition, the prime minister's high-profile 
leadership of the third world accentuates the 
difficulty. The Baskin' Robbins slogan of 
the day - 'Malaysia Boleh (Malaysia Can) 
- reflects the arrogance, without, 
unfortunately, the underlying professional 
competence, political and diplomatic 
shrewdness. 

The penchant for officially guaranteed 
multi-billion dollar projects undertaken by 
preferred businessmen, the privatisation of 
government departments to favoured 
individuals who include the sons of the 
prime minister, financial profligacy, the 
worrying quantum leap in corruption, the 
consequent shortfall of current expenditure 
point to severe economic stringency and 
widening political dogfights. Unfortunately, 
the excesses of the past 15 years and an 
autocratic governance amidst a rising Malay 
middle and entrepreneurial class provided 
a false sense of security, and is not helped 
by officially tolerated wealth creation by fair 
means or foul. 

These political, economic, and social 
setbacks can scour Malaysia's confidence. 
Privatising higher education adds another 
dimension. Social and health services are 
not affordable any more. Emphasis on wealth 
creation for its own sake, the rise of the 
newly poor middle and lower middle class, 
adds an unaddressed dimension. The 
prophylactic barrier of brimming official, 
political and business confidence, therefore, 
is at best temporary, at worst illusory. All 
it needs to puncture that is a healthy dose 
of reality. 
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PERSPECTIVES _ 

4 A Long Struggle to Escape 
from Old Ideas’ 

Aran Bancrji 

John Maynard Keynes, who died 50 years ago, strove relentlessly for 
some three decades to break out of the system of thought he had 
inherited and to found one which interpreted the industrial economies of 
the 1920s and the 1930s better and allowed them to be managed to 
serve wider interests . 


A PERUSAL of Robert Skidelsky's 
remarkable biography of Keynes (till 1936) 
provided the urge for writing this piece. 
The first volume of this book attracted 
wide acclaim. Hobsbawm stated that the 
book had explained convincingly what 
turned Keynes into a radical economist, 
without defining what the adjective "radical* 
meant to him, and went on to add: "Nobody 
who wants to understand one of the most 
extraordinary Englishmen of his time, or 
for that matter the history of his country 
and subject, can henceforth do without this 
biography." Harrod’s John Maynard 
Keynes (1951) had dominated the scene for 
three decades. 

There is certainly justification for this 
second biography. David Marquand has said 
how the author "has uncovered huge floods 
of evidence about his subject’s private life. 
Keynes was a highly successful member of 
the Establishment... yet he was also its 
devastating critic." How could he be both 
of these things at once? Skidelsky solves the 
puzzle and brings the two halves of Keynes’s 
life together. This shows every sign of being 
"one of the great biographies of our 
generation". The second volume (1992) 
brings out of the role of ’The Economist as 
Saviour. 1920-37’. 

My writing is not a review of Skidelsky's 
work. That has been done by now many 
times. Perhaps much of what 1 write would 
not be new to many readers. It is likely that 
the relatively high price of the two volumes 
(£ 20 each) may have placed the work 
beyond the reach of many scholars and 
libraries in India. When chance put the 
volumes in my hand, and 1 began to browse 
through them, I felt the impulse to put a 
few things on paper, drawing heavily on 
existing literature, not for the professional 
economist. 1 do not attempt to trace 
systematically the evolution of Keynes’s 
thinking, except to mention where in 
successive major works he tries to break 
through accepted formulations. In effect, 
I write in an effort to experience, feebly 
and imperfectly, the extraordinarily per¬ 
sistent striving of a great mind to tear 
himself from the shackles of economic 
wisdom ripened in the past century by a 


succession of wise men which he had been 
taught. This body of thought seemed to 
repeatedly fail when tested against the state 
of the real world, especially after the first 
world war; what is more, it failed to 
illuminate his almost missionary quest for 
a better ordering of the economic life of 
the peoples of Europe. (Concern for the 
world economy as a whole, including the 
underdeveloped countries, perhaps came 
later-after Keynes had assimilated the 
damage to the entire world from the anarchic 
and beggar-my-neighbour policies of some 
industrial countries in the 1930s, and sought 
out their basic causes, and his serious fear 
that some of these features may reappear 
after the second world war.) 

Keynes’s determination to break through 
the frontiers of monetary economics in 
particular cannot but impress a reader of his 
life. I touch on the Treatise on Probability 
briefly, as it seems to hold the key to his 
abiding interest in monetary phenomena till 
1936. The social sciences do not abound 
with the likes of John Maynard Keynes. 
With his boundless energy, he led an 
extremely active life, with the secretaryship 
of the Royal Economic Society and the 
editorship of The Economic Journal , other 
continuous journalistic writings, the world 
of banking, thestock exchange and the money 
market, the arts, spells of civil service and 
absorption in, and almost continuous, often 
controversial, comment and advice on eco¬ 
nomic issues, work on a variety of committees 
and commissions, correspondence with a 
large spectrum of people. Much of this 1 
shall leave untouched. Let me give the reader 
the dates when his major works were 
published, as well as his age then: Indian 
Currency aiul Finance (June 9, 1913, 30 
years). Economic Consequences of the 
Peace (December 12, 1919, 36 years), 
Treatise on Probability (August 1921, 38 
years). Tract on Monetary Reform 
(December 11, 1923, 40 years), Treatise 
on Money (October 24, 1930, 47 years), 
and the General Theory (December 13. 
1935, 52 years). Let the reader draw his 
own conclusions about the maturation and 
development of Keynes's thinking as he 
reads this article. 




India Office Days 

Keynes graduated from Cambridge as 12th 
Wrangler in Mathematical Tripos when he 
was 22. After an all-too-brief study of 
economics under Alfred Marshall, he sat for 
the Civil Service, and joined India Office in 
October 1906. Four folders of his notes and 
essays have survived, on ’Pure Economics', 
’Capital', Taxation', and Trusts and 
Railways'. For his theory, he studied the two 
privately printed papers of Marshall, The 
Pure Theory of Foreign Trade' and The Pure 
Theory of Domestic Values’, as well as 
Jevons, Cournot, and Edgeworth. Marshall, 
impressed by Keynes, "pestered* him to be a 
professional economist. But Keynes thought 
him an "utterly absurd person’. Skidelsky 
adds a significant judgment - with renewed 
economic prosperity in the 1900s, social 
issues no longer seemed so urgent. Lytton 
Strachey called him to London, to join the 
Treasury, and set up house with him. But 
Keynes went instead to India OfTice. though 
his contemporary, Otto Niemeyer, went to 
the Treasury. Chandavarkar queried this 
decision, 1 but did not really get a convincing 
answer - though, for a quarter century since 
the late years of the first world war, Keynes's 
work was connected with the Treasury, and 
that citadel of economic orthodoxy, the Bank 
of England. 

Keynes was nowhere near the hub of 1 ndia 
Office - the finance department. In less than 
two years he left, bored, for Cambridge. 
Early in 1909, he became a Fellow of King’s 
College, a distinction he retained all his life. 
He resumed studying economics, and began 
to lecture and write on monetary matters, 
including Indian finances. 

Early in 1913 his first book appeared, 
Indian Currency and Finance. While 
reviewing Chandavarkar’s book in these 
columns in Agusut I994, 2 1 had asked why 
had Keynes written this book when he did. 
1 shall not cover that ground again here. In 
the brief Preface, Keynes did not 
acknowledge any debt to India Office. 
Foxwell's review in The Economic Journal 
(December 1913) has a perceptive remark: 
"...but the phrasing of some passages rather 
suggests that they were originally written as 
a memorandum or report for official use". 
The world had to wait for some six decades 
till the Collected Works of Keynes was 
published to know more of how the book 
came to be written. Skidelsky has frankly 
spoken of Keynes using his inside knowledge 
to defend government performance. But 
Skidelsky has betrayed his ignorance of the 
manner in which Keynes covers up the actions 
of India Office and the Bank of England 
during the first majortest of the gold exchange 
standard during 1907-08. Keynes suppressed 
the crisis which the Bank was then battling 
against; he merely stated that the Indian 
situation was a perplexing and unprecedented 
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**£ mi It wjtf m - weefcs before the’' 
advisers of the ternary ofstaie found their 
bearings! We learn from Clapham in 1944 
that far from India’s gold holdings in London 
supporting her crisis, £ 2.5 mn of gold 
earmaricedin the Bank of England for India* s 
Paper Currency Reserve had been mobilised 
to help the United Kingdom. 

The so-called gold exchange standard had 
already been cobbled together by India Office 
and the Bank. It did not significantly 
economise the use of gold, nor, of course, 
of silver. The lack of statutory backing for 
critical components, the large areas of 
governmental discretion, and the investment 
of India's hard earned gold reserves in 
London in a medley of securities which 
could not be liquidated in times of need pre¬ 
vented the generation of adequate confidence 
in the system to promote large capital flows, 
though there could well be other reasons for 
this. It is significant that Geoffrey Harcouit. 
Reader in the History of Economic Theory, 
Fellow of Jesus College, Cambridge, makes 
no mention of this book in his biography 
of Keynes in Cambridge Minds} 

Brilliant as he undoubtedly was, though 
not much of that was as yet evident, his 
strong and seemingly academic and objective 
writings led to his membership of the Royal 
Comriiission on Indian Finance and Currency 
in 1913. Keynes himself ascribed this to 
Edwin Montagu, in a letter to his wife on 
November 16,1924 (the day after Montagu 
died). 4 During 1910-14 Montague was 
Parliamentary Under-Secretary of State for 
India, when he had occasion to defend India 
Office policies. Both he and Keynes were 
Liberals, and in 1906 Keynes had 
campaigned for him. For Keynes, the 
membership of the Royal Commission was 
“my first step into publicity... he got me 
called to the Treasury in 1915... got me taken 
to Paris... for the first Inter-Ally Conference 
and so established me in my war work... 
introduced me to the great ones (Lloyd 
George, McKanna and Margot [Asquith])... 
and secretaries of the cabinet and the chief 
ministers who exchanged secret news." This 
seems his only extant admission of this 
extraordinarily favourable connection. 
Within days of this letter, Keynes wrote a 
brief obituary notice, 5 even disowning any 
acquaintance with one who had meant so 
much for his public career There are also 
a few derisory, sarcastic touches in the 
obituary, for example, the reference to an 
“instinctive, mutual sympathy between him 
andits people".The referenceisto Montagu's 
role in the reforms worked out by him with 
the then viceroy Chelmsford. 

Angry Keynes 

Some crucial parts of the genius of Keynes 
matured during the years of the first world 
war - not so much of economic theory, but 
of his concern for the alleviation of extreme 
misery and deprivation caused by the war, 
and his extreme disgust at what he saw at 
the Paris Peace Conference in 1919, as the 


Principal Representative of the Tmatnry. In 
June 1919,lie lesignedoverthePenceTreaty, 
especially its provision regarding repara¬ 
tions. In the white heat of 'passion 9 which 
these generated, his book The Economic 
Consequences of the Peace came out on 
December 12. It catapulted him into 
international fame. It is one of the most 
influential books of the century. He brought 
all his gifts to bear on the subject. According 
to Skidelsky, “The writing is angry, scornful 
and, rarely for Keynes, passionate: never 
again were his denunciations of bungling 
and lying, or his moral indignation, to ring 
so loud and clear."* A brooding sense of 
menace gave shape to the whole. 

The central theme was how the war had 
damaged the delicate economic mechanism 
by which the European peoples had lived 
before 1914, and how the Treaty, far from 
repairing this damage, had completed the 
destruction. He laid particular stress on 
Germany - the pivot of that vast mechanism 
of transport, coal, distribution and foreign 
trade which made possible an industrial order 
of life in the dense urban centres of new 
population. 1 may be excused for a few 
extracts to give the reader a taste of the 
vigour and sentiment which propelled 
Keynes's pen: 

So far as possible, it was the policy of France 
to set the clock back, and to undo what, since 
1870, the progress of Germany had 
accomplished. Hence spring those 
cumulative provisions for the destruction of 
highly organised economic life... This is the 
policy of an old man, whose most vivid 
impressions and most lively imagination are 
of the past - and not of the future... The 
clock cannot be set back. 

Speaking of the reparations chapter of the 
PeaceTreaty, he wrote, “there have been few 
negotiations in history so contorted, so 
miserable, so utterly unsatisfactory to all 
parties. 1 doubt if anyone who took much 
part in that debate can look back on it without 
shame". Quoting-from the Report of the 
German Economic Commission on the 
effects of the conditions of peace on 
Germany, he stated: "whether the powers 
realise the inevitable consequences... Those 
who sign this treaty will sign the death 
sentence of many millions of German men, 
women and children". Keynes stated: “I 
know of no adequate answerto these words." 
Talking of health conditions in the Central 
Empires, they were, he wrote, “of such a 
character that the imagination is dulled, and 
one almost seems guilty of sentimentality 
in quoting them". In concluding these 
observations, he added, “Never in the lifetime 
of men now living has the universal element 
in the soul burnt so dimly". 

Keynes admirably analysed the 
overwhelmingeconomic interdependence of 
Germany and her neighbours. Nurkse's The 
Network of World Trade is perhaps a vastly 
enlarged version of thisanalysis. But Keynes 
has not a word on the contribution of the 
developing world to the pre-1914 world 


economy, norimliow^ 

to bankruptcy If the economy of Europe was 

crippled by the Peace Treaty. 

Keynes wantedachange of heart But dug 
is most difficult to achieve. Recently Shigeso 
Tsuru has described the extreme penury and 
backwardness to which Japan was sought fio 
be relegated after the last war, 7 rescued by 
the fear of resurgent China. Revenge and 
greed are among the strongest primeval forces 
in men's character. My mind goes back to 
India in 1858. After the mutiny had been 
brutally suppressed, but for the coolness and 
humanity of Lord Canning, the dust of the 
Gangettc plain wouId have been bathed with 
the blood of Indians killed in revenge for 
what they may or may not have done during 
the mutiny. Canning came to be known as 
‘Clemency* Canning, more in anger and 
sarcasm than from any higher motives. 
Historians to this day have failed to prove 
that there was more cruelty committed by 
Indians than by the British. 

Monetary Economist 

It is important to refer to Keynes* s Treatise 
on Probability (1 921 ) for i ts beari ng on why 
he remained primarily a monetary econo¬ 
mist, as suggested by Geoffrey Harcourt* 
Skidelsky traces Keynes's interest in prob¬ 
ability to a paper he read to the Apostles 
early in 1904* and claims that Hanod had 
failed to notice this paper. Keynes was 
reacting to some aspects of G E Moore's 
famous Prmcipia Etluca which had just 
appeared. This paper had the germs of what 
later became the Treatise , as late as 1921. 
The Treatise was first written as a fellowship 
dissertation for King's in the first decade of 
the century. Harcourt holds that this affected 
his economics - briefly, because in l 
discipline such as economics, there is a 
whole spectrum of languages, moving from 
intuition and poetry' to mathematics and 
formal logic. “All these languages may be 
relevant at appropriate steps in arguments, 
and for particular issues, or aspects of issues, 
in economics." Secondly, Harcourt refers to 
Keynes’ s realisation that, again in a discipline 
like economics, the whole may be more than 
the sum of the parts, a realisation which he 
came to long before he wrote the General 
Theory but in which it played a crucial role. 
Thirdly, Keynes thought of probability as 
a form of objective belief and yf uncertainty 
as an absence of probabilistic knowledge - 
‘We simply do not know*. Harcourt goes on 
to state that though Keynes was not a great 
mathematician in any formal sense, “he did 
have that characteristic of the greatest 
mathematicians of intuitively knowing the 
answer, stating a conclusion, long before the 
steps in the argument needed to reach them 
were stated, a priceless gift for someone as 
interested in policy as in theory and 
explanation". It was therefore no accident, 
according to Harcourt, that Keynes soon 
became and remained primarily a monetary 
economist. He was fascinated by the 
properties of money: What caused it to arise 



an df hen b o o o m c a vital institigio& ofwhAt 
■'he wtf eventually local 1 a monetary product¬ 
ion how ii operated in society and 

low dispassionate intelligent people, by 
. taking thought, could tame it so as to make 

a good servant, instead of a bad master. 

4 Tract on Monetary Reform* Keynes's 
. fim serious work on money, was nevertheless 
addressed to major policy matters. The 
serious problems that arose from profligate 
monetary inanagement in various European 
countries during the first world war and its 
aftermath disturbed him. In the Preface to 
this book, he spoke of the undependability 
of money as a stable measuring rod, and 
pointed to risk as a burdensome item in the 
cost of production of goods. "This element 
of risk isgreatly aggravated by the instability 
oif the standard of value... Nowhere do 
conservative notions consider themselves 
mote in place than in currency, yet nowhere 
is the need of innovation more urgent." 
Keynes was becoming more insular - 
especially after the Genoa Resolution of 
1922 pleaded for a general resumption of 
the gold standard since recovery needed the 
resumption of the pre-war structure of the 
international economy back into place. 
Keynes, on the other hand, emphasised that 
each country must first balance its own 
economy, with least social cost to itself. It 
was in this book that Keynes made his famous 
statement: 'This long run is a misleading 
guide to current affairs. In the long run we 
ate all dead." Skidel&ky interprets this as an 
endorsement by Keynes of the Moore-Burke 
criterion of ‘moral risk'. Let us give here 
an extract from the Treatise on Probability 
quoted by Skidelsky, "...it can seldom be 
right to sacrifice a present benefit for a 
doubtful advantage in the future... It is not 
wise to look too far ahead; our powers of 
prediction are slight, our command over 
results infinitesimal." 10 

The Tract sums up Keynes’s thoughts and 
writing about the theory, practice and objects 
of monetary policy over the previous three 
years, mostly culled from already published 
or lecture materials. The result, Skidelsky 
holds, is the most sparkling but the least 
well-organised of his economics books. The 
central policy proposed was that monetary 
policy should be used to stabilise the price 
level. Its central theoretical claim was that 
this should be accomplished by trying to 
stabiltsethe ‘demand for money' forbusiness 
, purposes, rather than the supply of money. 
The claim to have identified a controllable 
variable, the supply of credit, capable 
pf determining the level of prices and the 
amount of activity in the economy as a 
whole is, Skidelsky holds, the start of macro¬ 
economics. This was not a theoretical 
revolution - Keynes drew freely on the 
Cambridge theory of money, on Fisher and 
Gassel, and on his wartime experience. He 
saw the new bits of theory he used as develop¬ 
ing, rather than replacing, existing theory. 

This book has the special atmosphere of 
a)I Keynes's journalism - of revealing 
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sacred wisdom. R was lull of ‘blasphemies’ 
designed to amuse Bloomsbury and provoke 
the complacent. The gold standard is des¬ 
cribed as a ‘barbarous relic’. But beneath all 
this lay a series of connected propositions 
which inspired Keynes’s subsequent econo¬ 
mic work. 11 Economic health was too important 
to be left to laissez-faire . "Economic 
management, which had already started, must 
become part of the modem science of 
government, not the tool of vested interests." 

Contemporary reviewsconceded Keynes' s 
brilliance in the Tract but its actual proposals 
were equally widely regarded as impractic¬ 
able or mischievous. The proposal to make 
the standard of value subject to political 
discretion was attacked; the gold standard 
might be imperfect, it was admitted, but it 
did take account of human fallibility. It was 
soon evident that "for Keynes the Tract was 
an interim statement". The book was scarcely 
out before he was planning for a short new 
book which would be a sequel to the Tract. 
On April 23, 1925, he wrote to a German 
correspondent, ‘The new book on Monetary 
Theory which 1 have in preparation will, 1 
am fopeful, throw much new light on my 
fundamental arguments in favour of the 
dogmas to which I have rashly given utterance 
without sufficiently substantiating them." A 
Treatise on Money would come out in two 
volumes seven years after the Tract. 

Battle over Gold Standard 

But immediately there was the battle 
against the gold standard to attend to. With 
an unrivalled mixture of passion, eloquence 
and economic argument Keynes pinpointed 
the considerable callousness in the ‘hunger’ 
for gold in* his pamphlet The Economic 
Consequences of Mr Churchill (1925). The 
rulers of Europe had destroyed a delicate 
social and economic equilibrium in their 
pursuit of ‘victory at any price’. Now they 
expected the workers to hear the costs of 
trying to restore it. Despite all his advocacy, 
Britain returned to gold-at the pre-war 
parity. The policy of forcing up the level of 
sterling assumed away theproblemof forcing 
down domestic money wages. History's 
verdict has been on Keynes’s side. People 
had to be persuaded by events and arguments 
that Keynes was right. This took time. The 
Macmillan Committee Report (July 13,1931) 
had a long-term recommendation that 
monetary policy should be directed much 
more to the control of domestic prices than 
to the exchange rate - a belated acceptance 
of Keynes’ s position inthc Tract. A Swedish 
statesman had written to his son in 1648: 
"Do you know, my son, with how little wis¬ 
dom the world is governed?* Things do not 
seem to have changed in the last 350 years. 

We may notice here an extract from 
Keynes’s The End of Laissez-Faire (1926). 
Its vigour and bluntness hit one in the face, 

Let us dear from the ground die metaphysical 

or general principles upon which, from time 

to time, laissez-faire has been founded. It 


prescriptive ‘natural liberty' in their 
economic activities, there is no ‘compact* 
conferring perpetual rights on those who 
Have or on those who Acquire. The world 
is not so governed from above that private 
and social interest always coincide... ft is 
not a correct deduction from the Principles 
of Economics that enlightened self-interest 
always operates in the public interest. 

Further on. 

Many of the greatest economic evils of our 
time are the fruits of risk, uncertainty, and 
ignorance. It is because particular 
individuals, fortunate in situation and 
abilities, are able to take advantage of 
uncertainty and ignorance, and also because 
for the same reason big business is often a 
lottery, that great inequalities of wealth come 
about, and these same factors arc also the 
cause of the unemployment of labour... 12 

This may be one facet of Key ncs’ s radicalism 
which Hobsbawm had in mind in the 
quotation cited by us at the beginning of this 
piece. 

Since our terminus is Keynes's General 
Theory (1936), we may briefly note some 
important points of his A Treatise on Money 
in two volumes (1930). We noted above its 
beginning, soon after the Tract was out, 
writing and rewriting the book all these 
years during which he was engaged in many 
other public, academic and personal matters. 
From 1926 he was a major intellectual force 
in the Liberal Party, and endorsed its pledge 
to reduce unemployment in a single year to 
normal proportions by means of a large 
scheme of national development. Keynes's 
repeated advocacy of this, in the face of 
opposition from the Treasury and the Bank 
of England, gained greatly after the concept 
of the multiplier was available in 1931 -33. 

Economics and Actual Economies 

Keynes was increasingly realising that the 
economics he had been taught could not 
analyse the behaviour of actual economics. 
So Skidelsky says, ‘‘At the age of 41, Keynes 
set out to repeat what he had done twenty 
years earlier when he found that Che inherited 
theory of probability did not suit his purpose: 
invent a new theory. It came in two bites, 
and took twelve years."*' During these years, 
and even earlier, Dennis Robertson was his 
main partner in economic theory. Skidelsky 
states that in his Banking Policy and the 
Price Level (1926), Robertson linked changes 
in the demand for money to changes in 
saving and investment. Keynes’s Treatise 
on Money , developing this analysis, followed 
in 1930, thoughdivergingsignificantly from 
Robertson’s ‘forced saving' thesis. "In their 
published work. Robertson was the trail- 
blazer, Keynes followed, though Robertson 
acknowledged the immeasurable debt* 
which he owed to Keynes." Their open 
divergence started in 1931. 

Despite much assistance from Robertson, 
which Keynes admitted in private 
correspondence, Skidelsky holds that the 
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lace to be changed Keynes lectured from 
successive drafts of his book, but be had no 
graduate students able or willing to engage 
with him on points of theory*a sharp 
contrast to the support group he later had. 

By 1928, he realised that in his earlier 
advocacy of price stability tof the Tract) he 
had erred when the words seemed to indicate 
price stability as the sole objective of 
monetary policy to the exclusion of the right 
adjustment of the supply of bank credit to 
the business world’s demand for it * or at 
least an objective which, if reached, would 
necessarily involve the simultaneous 
achievement of all associated objectives. 
’To speak or write in this way is unduly 
to simplify the problem by overlooking 
the dual character of the functions of the 
banking systems I to achieve price stability 
and equilibrium between saving and 
investment!..." 1 * 

It ts significant that in the Treatise , dealing 
with thechoice between 'nationalautonomy’ 
and 'the advantages of the stability’ of local 
currencies m terms of the 'international 
standard', Keynes urged, as a 'maximum* 
the creation of a fiduciary reserve asset 
(forerunner of the IMF's SDR) to be advanced 
by a supranational bank to the central banks 
of countries in temporary balance of 
payments difficulties. 

The Treatise is at the tail-end of a literature 
concerned with economic fluctuations - 
conceptualisation of a historical experience 
stretching from the last quarter of the 19th 
century through to the start of the great 
depression. Unemployment is conceived as 
fluctuating round some 'norm*. U is not the 
'norm* which is the problem, but the 
fluctuations. By the 1930s, the 'norm* rather 
than the fluctuations had come to be seen 
as the problem. 1 ' The supreme effort of 
imagination and intellect needed to break 
through this barrier was yet to come. 

New Questions 

The harvest of that supreme effort burst 
on the academic world in the Generai Theory 
of Employment, Interest and Money (1936), 
a 403-pagc hardback deliberately priced at 
only 5 shillings. In the Preface Keynes wrote, 
"the composition of this book has been for 
the author a long struggle for escape, and 
so must the reading of if be for most readers., 
in escaping from die old ideas which ramify 
into every comer of our minds". Samuelson 
i ater captured the economists' mingled sense 
of admiration and frustration with this book. 
It is a badly written book, poorly organised... 
It is arrogant, bad tempered, polemical... It 
abounds in mares' nests and confusions... 
Flashes of insight and intuition intersperse 
tedious algebra... (giving] way to an 
unforgettable cadenza. When it is fully 
mastered... [it is) obvious and at die same 
time new. In short it is a work of genius. 1 * 
Skidelsky comments that despite the 
support group at Cambridge, Keynes appears 
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earlier, but this "gave him the breathing 
space to write his great book" - to integrate 
into one grand theory the vital insights he 
had been developing since the mid-1920s. 
This book is more abstract, about an 
'economy*, not about a world of economics. 

It provides a relatively realistic, complete 
system for analysing the level of effective 
demand and its fluctuations. The heart of its 
contribution, Samuelson held, is in that subset 
of equations which relate to the propensity 
to consume and to saving in relation to 
offsets-to-saving. 

The book opens with an attack on 
'orthodox economics’ by, among other 
thmgs, a flat rejection of Say’s Law of 
Markets which dentes that there can ever be 
a shortage of demand in relation to 
production This law, which made macro¬ 
economic policy redundant, ran tike a red 
thread through the entire body of classical 
economics, being a serious obstacle to 
realistic analysis. Keynes himself doubted 
if many modem economists really accepted 
the taw - but they were unaware of tacitly 
accepting it. In a money wage economy, 
factors earn income which they arc free to 
spend or not as they wish. People's freedom 
not to spend is the logical crux of Keynes's 
denial that supply creates its own demand. 

Keynes asked a new question - what causes 
the output as a whole to he what it is? He 
was the first economist to visualise an 
economy as an aggregate quantity of output, 
resulting from two streams of demand - of 
consumption and investment. This is perhaps 
the General Theory's most enduring legacy. 17 
The revolutionary thought was that people 
could be unemployed due to a 'lack of 
effect! ve demand'. and not because they had 
priced themselves out of jobs'. Common 
sense was wiih Keynes. 

Keynes recognised two chief precursors 
of this theory in Chapter 23 * Mai thus and 
Hobson. His tamous earlier essay on Maithus 
had revealed how Ricardo had turned a deal 
car to Maithus a s strong plea to study the 
determinants of the volume of output day- 
by-day in the real world * "Maithus is dealing 
with the theory of the monetary economy 
in which we happen to live, Ricardo with 
the abstraction of a neutral money 
economy " u Keynes stated with anguish, 
"The almost total obliteration of Malthus's 
line of approach and the complete domination 
of Ricardo's for a period of a hundred years 
has been a disaster to the progress of 
economics.” 1 ” If only Maithus, and not 
Ricardo had been the parent stem of 19th 
century economics, Keynes stated, the world 
would have been a wiser and richer place. 

Economists could believe in Say’s Law, 
Keynes stated, only if they believed that the 
rate of interest wds the price which adjusted 
the supply of savings to the demand for 
investment. If this theory of the rate of 
interest was wrong, the whole classical 
edifice collapsed. This explicit attack on 
* the belief system of orthodox economics 
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Harrod held that the theory of the rate Of : 
interest was the central point in Keynes’s ", 
scheme. 311 Keynes depans boldly from the 
old orthodoxy in holding that the failure of 1 
the system to move to a position of full 
activity is not pnmarily due to friction, ‘'i 
rigidity, immobility or to phenomena 
essentially connected with the trade cycle. 

If a certain level of interest is established, 
which is inconsistent with full activity, no 
flexibility or mobility in the other parts of 
the system will get the system to move to 
full activity. The wrong rate of interest, as 
wc may call it, is natural, durable, and, in 
a certain sense, in the free system inevitable. 
That is why he lays emphasis on the doctrine 
that interest is essentially the reward not for 
saving but for parting with liquidity. Given 
the complex of forces affecting liquidity 
preference, such and such is the rate of 
interest that will naturally and necessarily, 
and, so long as underlying forces remain 
unchanged, permanently obtain. Yet, that 
rate may be inconsistent with the full activity 
of the system. The argument hangs together 
and has cogency. Ti sweeps many cobwebs 
away. It renders volume upon volume that 
have been written on cyclical depression 
outmoded." 71 Further in his essay Harrod 
pronounced "whatever the final verdict on 
ihe General Theory, Keynes's greatness as 
ail economist will not be questioned". 

We conclude here. Keynes strove relent¬ 
lessly for some three decades to break out 
of the system of thought he had inherited, 
and to found one which interpreted the 
industrial economics of the 1920s and 1930s 
better, and allowed them to be managed to 
serve wider interests. 
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REVIEWS _ 

Exchange Rate Management 
Myth and Reality 

Ashwini Deshpande 

From Crisis to Convertibility: The External Value of the Rupee by R K 
Seshadri; Orient Longman in association with the Indian Merchant's Chamber 
' Economic Research and Training Foundation, 1993; pp 124, Rs 63 (pb). 


' IN India today, any questioning of the 
v desirability of exchange rate adjustment and 
its impact on the trade balance is usually 
. dismissed as being ideologically tainted and 
hence, as if by implication, reflecting a lack 
of understanding of the manner in which real 
economies function. Thus the debate on 
- issues such as devaluation, reform of the 
1 financial markets and so forth is becoming 
increasingly polarised, with the mainstream 
supporting the IMF-sponsored reforms 
Completely and almost the entire opposition 
coming from the left, which is usually ignored 
as lacking credibility. This debate is not just 
academic; the importance and the politically 
sensitive nature of issues such as devalua¬ 
tion, the ‘hawala* market, the state of India’s 
external debt and so on cannot be over- 
: emphasised. 

In this context, the monograph under 
review makes an extremely crucial contri- 
r button by demystifying the entire question 
of exchange rate management with a careful ly 
documented history of the evolution of this 
system. The writer, a former deputy governor 
of the RBI, is no leftist: he even describes 
adherence to Keynesian policies as “Leftist 
baggage". His entire account stems from a 
clear understanding of the manner in which 
variables move in the real world and he not 
only tackles contentious issues like con¬ 
vertibility, the Dunkel draft, the ‘hawala’ 
market, gold reserves and their impact on 
the balance of payments, India’s external 
debt and the problems of servicing and so 
■a on, but links them in an integrated frame- 
^ work with a wisdom and lucidity that 
"reflects his grasp over these real life 
phenomena. The result is a surprisingly fresh 
monograph, providing insights and con- 
' elusions that should make the mainstream 
ponder over and rethink many firmly held 
beliefs. 

Take, for instance, his assessment of the 
efficacy of devaluation as a method of 
redressing a country’s BOP deficit. He argues 
lhat the theoretical cornerstone of this belief 
is that the Marshall Lemer conditions need 
to be satisfied, a condition that the Indian 
economy does not fulfil. But this is not what 


clinches his appraisal: he demonstrates that 
historically the two episodes of export boom 
in the country have not been accompanied 
by devaluation. In fact, he covers the period 
under British rule, and finds that in the first 
part of the 20th century, when there were 
no major impediments to trade and currency 
flows, there was no clear link between 
devaluation and export flows. Thus it is even 
more unlikely that such a link could have 
developed in later years when trade barriers 
of various kinds have been the norm. 

In this context, Seshadri examines the 
1966 devaluation. The RBI claimed that it 
was a success in that it boosted exports. But 
Seshadri points out that over the period, the 
unit values in rupees of exports from India 
were consistently increasing, off-setting in 
several years the depreciation of the rupee 
in terms of the US dollar. Also, our exports 
are invoiced in foreign currencies (about 65 
percent in the US dollar in 1991) and, there¬ 
fore, exports do not automatically become 
cheaper as a result of depreciation of the 
nominal exchange rate or the real effective 
exchange rate (RGER). The exporter has no 
incentive to reduce the price quoted in a 
foreign currency. More importantly, the 
REER, weighted for changes in the price 
levels of 20 countries, is also of no particular 
relevance when exports of individual com¬ 
modities, specifical ly to various destinations, 
are concerned. 

So the experience, not only of 1966, but 
even of subsequent devaluations, is that 
export prices tend to be sticky and buyers 
attach much more weight to factors such as 
the quality of the product, etc, rather than 
to the fine-tuning of the price in deciding 
how much to buy. Seshadri concludes from 
this that supporting mechanisms such as the 
cash compensatory support that existed 
before July 1991 are much more important 
It is here that the analysis falters: an inquiry 
into the real determinants of exports would 
have provided a much more concrete picture 
of what ails Indian exports. But to be fair 
to the author, the book is not about the 
determinants of exports. Insofar as it 
highlights the myth and the reality behind 


fra* 


exchange rate management, it does a useful 
job. 

Most of the propaganda in the country 
about the wonders of devaluation centres on 
its alleged impact on exports. But what about 
imports? Here again the monograph gives 
some interesting insights. Given that about 
one-fourth of our imports are in the form 
of capita] goods, and another one-fourth on 
account of petroleum, oil and lubricants, 
every devaluation only increases the cost of 
these essential imports. Seshadri argues for 
a serious effort at energy saving that is 
lacking in our policy framework. Many other 
suggestions could be given in the context 
of import saving, but these would be 
anathema to adherents of import libera¬ 
lisation. Also, we learn from the monograph 
that in the case of our manufactured exports, 
the import intensity has risen from 38 per 
cent to 52 per cent during the last 10 years. 

The section on external debt argues lhat 
India is in a debt trap, both externally and 
internally, despite official denials and 
explanations. It has also been argued that 
devaluation would worsen the external debt 
burden, ceteris paribus . Finally, there is a 
balance sheet of gains and losses from 
devaluation, that is simple, shorn of jargon 
and raises questions in the minds of all those 
concerned with the rapid progress of the 
Indian economy. Admittedly, these argu¬ 
ments are not results of independent aca¬ 
demic research; academic studies that have 
reached similar conclusions have been 
questioned ad nauseam in the mainstream 
discussion. If a person who has been involved 
in the actual management of the system 
reaches certain conclusions based on his 
practical experience, that should be cause 
enough to sit up and take notice. 

The monograph contains a section on 
smuggling of gold and the ‘hawala’ market. 
This is too terse and concentrates on only 
one, albeit important, aspect of the ’hawala’ 
market, viz, the disparity between the official 
exchange rate and the market rate and the 
gap in the domestic and the international 
price of gold. Since the ‘hawala* market is 
seen as existing to take advantage of the 
arbitrage possibilities (illegally), the author 
expresses the hope that with liberalisation, 
the ‘hawala’ market should disappear. Not 
only has that not happened, we have in fact 
seen how proponents of liberalisation and 
those with a vested interest in it, especially 
the MNCs, have used ‘hawala* channels to 
get their funds into the country illegally in 
order to bribe all those who could be 
instrumental in securing lucrative contracts 
for them. 
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case, for the establishment of a genuinely 
competitive market economy in India. With 
this in mind, he suggests an entire package 
of measures that need to be kept in mind 
for correct exchange rate management Since 
the government is not proceeding with an 
integrated approach, what he is sceptical or 
cautious about is the manner in which this 
change is unfolding in the country and thus 
finds himself a critic of many facets of the 
new economic policy. 

For instance, he views the Dunkel pro¬ 
posals (now enshrined in the WTO) as reflec¬ 
ting the competitive edge of American trans¬ 
nationals. If this is accepted, then the WTO 
is certainly not working towards any global 


IN the book under review, Uma Kalpagam 
gives a detailed gender-sensitive analysis of 
the urban labour market and the eveiyday 
struggles for survival of urban informal 
workers, based on empirical macro evidence 
and detailed micro-level analysis substan¬ 
tiated by field work. 

According to Kalpagam, work and 
reproduction are two crucial and mutually 
impacting spheres of women*s lives. She 
argues that gender issues cannot be studied 
in isolation. They have to be located within 
the overall structural contest of an eco¬ 
nomy. Questioning the neoclassical and 
Marxist approaches to the study of labour 
markets, she states that her feminist approach 
incorporates 4 gender* as an analytical 
category. 

Discussing the semantics of the term work/ 
labour/employmem, she points out the lack 
of vocabulary for women's work in many 
Indian languages, resulting in the invisibility 
of women’s work. Through historical 
analysis of the census reports, Kalpagam 
traces the way in which earlier, the colonial 
state and the nationalist movement, and now, 
the modem state with its globalisation and 
structural adjustment strategies, have re¬ 
defined and reconstituted women* $ identities, 
conferring on them a ‘dependent’ status. 
Marginality and poverty among women, must 
be linked to the macro-processes and macro¬ 
policies. Analysing household dynamics 
and politics, Kalpagam points to the 
interrelation between the worsening 
economic situation and the declining status 
of women within the household with regard 
to individual autonomy, health, status and 


bdfcftvtem, but in fact serving the interests 
of a small segment of international capital. 
Or take his worry about volatile flows of 'hot 
money*, and his belief that there are certain 
genuine fears about convertibility that could 
be detrimental to the country. 

All those concerned with India's future 
need to question the premise that globa¬ 
lisation and liberalisation are indeed the key 
to economic progress. But keeping that aside 
for the time being, for those with a com¬ 
mitment to market-based development, this 
book is an eye-opener in several ways. Where 
it falters is in not realising that the market 
has a logic of its own and that to hope for 
the benefits of planning with the 'freedom* 
of the market may hot be realistic. 


changing social traditions that affect women 
adversely. 

Kalpagam goes on to give a detailed 
account of the multi-structural industrial 
system and the kind of labour market 
segmentation that it gives rise to. She rejects 
the simplistic notion of a gender-based 
division of labour and instead shows how 
it varies according to different forms of 
production organisation in interaction with 
patriarchy and capitalism. All these different 
structures exist together in articulated 
relationships with each other and not in 
isolation. 

In order to provide a macro-empirical 
context for the micro-level studies. Kalpagam 
outlines the main characteristics and trends 
of the female urban labour force through a 
detailed and extensive analysis of the NSS 
data. She re-emphasises that gender issues 
relating to work, household domain, pro¬ 
ductive and reproductive issues need to be 
analysed within the macro-structural context. 
For a better understanding of the dynamics 
of the urban labour market, Kalpagam argues 
for the need to analyse the relationship 
between sel f-employment and wage employ¬ 
ment, the shifts within the labour force, the 
impact of rural-urban migration on the urban 
labour market and the income of different 
sections of the urban labour force. Further¬ 
more, she points out that in the reproduction 
of the 'multi-structural* system, there are 
two modes of production that need to be 
taken into account - one, the mode of 
accumulation for production of surplus value 
and the other, the mode of subsistence, each 
of which are distinct and separate. 


To provide a theoretical understanding oj 
women's role as a reserve army of labotu 
Kalpagam analyses the writings of Marx ant 
Engels, some recent literature of Harr 
Braverman and feminist Marxist literatus 
of Veronica Beechey and others. Sbi 
highlights the fact that women's absorption 
and displacement from the workforce canao 
be analysed without introducing patriarch; 
and analysing the specificities of the femat 
labour within the context of capital m 
cumulation. She also points out the iro 
portance of analysing the role of patriarch; 
in wage determination and its manifestaiiot 
on both supply and demand as well as Um 
concept of 'skill' and its effect on polk] 
matters. 

Exploring the reasons for the increasinj 
demand for female labour. Kalpagan 
suggests the need to look at the comptei 
relationship between the nature of industry 
technology and forms of production. On the 
one hand, new technology has pushed wornei 
of cenain classes out of employment, while 
on the other hand, has increased incomes 
in others, though not necessarily changer 
women's status. Modernisation inagricultun 
and technology has been explicitly class ami 
male-biased and increased difference^ 
between men and women. Women are y 4 
to be regarded as equal participants in dk 
labour market. Some suggestions put ford 
for action and policy are: training am 
acquisition of skills for women that are no 
stereotypical, implementation of laboift 
legislations and so on. Kalpagam ate 
highlights the need for the trade uniol 
movement in India to recognise theexistena 
of the unorganised sector, the complexit; 
of the issues involved as well as flu 
constraints in organising women. There 4 
a need for women’s organisations to hi 
actively involved in mobilising women m 
well as changing the perceptions of womeq 
about their work and status. The state ate! 
needs to play a positive role in planning 
legislation and implementation. 

Moving from an analysis of the maert 
level to the micro level, Kalpagam takes ug 
the case of the garment export industry if 
Madras. She draws attention to the process 
of 'informalisation' through subcontracting 
which varies according to changes in flu 
nature of the market. Globalisation has kc 
to a shift from seasonality to round-the-yeai 
production activity, and a greater form* 
lisation of labour relations in the expo* 
processing zones. An analysis of the labotii 
force shows that it is ovcrwhel iningly female 
first generation workers since they an 
considered docile, preoccupied with Tamil] 
matters, better able to work on assembly Iukc 
operations and disinterested in uniol 
activities. 


Work and Survival: Gendered View 

Manisha Rao 

Labour and Gender: Survival in Urban India by Uma Kalpagam; Sage 
Publications, New Delhi, 1994; pp 309, Rs 285 (cloth), Rs 175 (paperback). 
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^Having highlighted the woifc and lives of 
mmen factory workers. Kalpagam gives a 
£)®nse ethnographic account of how informal 
)mr workers, in occupations ranging from 
#$Mtage-picking. bottle-buying, begging 
)t{lid so on, cope with poverty and their 
•wry day struggles for survival. The coping 
fcbechanisms adopted by the urban poor are 
^fparate to each family and their members, 
/if are in the form of dependency relations, 
jlepcnding on the survival needs of the 
family, the individuals work. The study points 
*'0t that it*s not only the total income that 
Maatters, but also the time and mode of 
^jfcyment for work as well as the need and 
v$i!ity to take up multiple jobs to augment 
Jidr income. Their survival strategies in 
, platters of food, shelter and health included 
keeping a flexible daily diet, innovati veness 
jili cooking, occupying government land 
, Sftdgiving low priority to health. In all this, 
the urban poor lack manoeuvrability and 
are entangled in a complex mesh of 
dependency relations with those above them 
in the work hierarchy, creditors, relations 
and friends, and the state. Overall, women 
•hare equally the responsibility of earning 
p living and they do have spending power. 
However, the ultimate responsibility of 
looking alter the household, looking after 
friends and relations, clearing debts and so 
<m lies with the woman. Thus, while the 
> burdens of survival are enormous, those of 
the women are even greater. 

Analysing the diversity of women's 
struggles in the informal sector, Kalpagum 
categorises them into four different but 
interrelated levels. Namely, the ideological. 
i e, the need to contest the romanticisation 
tof home-based production as ideal; the 
legal, i e, legitimating home-based workers 
for the applicability of labour laws; macro 
and micro, i e, contextualising and relating 
the micro struggles to the macro level and 
fighting for immediate, gender-specific 
issues. Women workers also face some 
common problems as women. They arc 
forced to work for survival; have double 
'burden of work and a gradual erosion of 
public and private domains where they 
could exercise power. They also face 
jpressure to bear more and more children 
to augment family income as well as a 
measure of social security. Domestic 
violence as well as routini&ed state- 
sponsored family planning programmes, 
lack of welfare facilities like housing, health 
care,reduced availability of fuel, water and 
fodder are a part of the women's lives. 
Hence, studying the struggles of women in 
the informal sector cannot be confined to the 
economic sphere alone. Kalpagam also 
differentiates between spontaneous struggles 
and struggles that result from mebilisation. 


She argues for consciousness raising 
through self-activity that would relate 
gender relations with macro-structural 
factors, micro struggles with macro 
struggles and with ideological struggles. 

Kalpagam then takes up for detailed study 
the highly successful grass roots organi¬ 
sation, Working Women's Forum (WWF), 
involved in organising women workers in 
the urban informal and rural home-based 
sector of Madras. The primary goal of the 
WWF was to empower women in the 
productive and reproductive sphere. Credit 
intervention was used as the main 
mobilisational tool. Besides this, family 
planning and health programmes and 
social conscientisation activities were also 
taken up. 

The Self-Employed Women’s Association 
(SEWA) in Ahmedabad and the WWF are 
analysed within the context of the dominant 
development discourse on the informal 
sector by the international agencies and by 
the Marxist and neo-Marxist schools. The 
credit intervention programme of the two 
organisations have provided relief to women 
in their struggle for survival. It has also 


helped tarairiwcofuu^ 

Both the WWF and SEWA depend to a 
certain extent on external agencies for funds, 
leadership and support. They advocate the 
developmental approach of the dominant 
discourse; however, they do not see the 
informal sector as 'growth inducing’. In the 
short run these organisations have been able 
to empower women at the individual and 
collective level to a certain degree. In the 
long run, however, with the increasing 
globalisation and marketisation ot the 
economy, these voluntary organisations 
have to beware of being co-opted into the 
dominant development discourse. 

The book provides insights into the life 
and work of women in the urban infor¬ 
mal sector. The detailed account of 
women’s everyday struggles points out ihe 
kind of hardships women undertake and 
the strategies they adopt to be able to live. 
The experiences of women's groups and 
their efforts at mobilisation provide signi¬ 
ficant insights into the women’s movement 
in India. The book is a must for those 
doing research in the area ol gender and 
work. 


Seminar on Population History of India 

The Indian Association for the Study of Population is planning 
to hold a national seminar on Population History of India on 9- 
11 January 1997. The venue will be Nehru Memorial 
Museum Library, New Delhi. 

Scholars interested in contributing papers may please get in 
touch at the earliest with 

Dr. S Irudaya Raj an 

CENTRE FOR DEVELOPMENT STUDIES 
Prasantnagar, Ulloor, Trivandrum 695 011 Kerala 
Tel. 0471-448881 Fax. 0471-447137 
Tlx. 435-6227 CDS IN Email: sscds@ren.nic.in 

or 

Dr. Sumit Guha 

CENTRE FOR CONTEMPORARY STUDIES, 

Nehru Memorial Museum Library 
New Delhi 110 011 
Tel. Oil- 2219739 Fax. 011-2470547 
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Augmentation of Panchayat Resources 

Indira ib^arwiu 
OPBohrn 
V S Renganathan 

Even if the new tier of local governance mandated by the 73rd Amendment is visualised merely as a shift in the poht$ 
of delivery of certain functions previously discharged by higher levels of government, so that the problem of fiscal 
devolution simplifies to one of ensuring a fiscal transfer to match the functional transfer, there has to be some revenue 
additionality to cover incremental establishment costs. This is particularly so for the rural sector, and is the justification 
for the limited focus in this paper to panchayats alone. But if the intention is improved delivery, the need for additional 
revenues is even greater. ■ 

A flat share of aggregate state revenues for local bodies , although an attractively simple solution and in line witfy 
the recommendations of the Tenth Finance Commission on centre-state sharing, focuses attention away from the revenue, 
additionality that is critically required for this experiment in decentralised governance to succeed. . 

A taxwise identification on the other hand of state-level taxes to the proceeds of which panchayats have a natural 
right, whether or not that right is sanctioned under present legislation, enables a focused investigation of ways by which 
panchayat resources may be augmented. With the assignment to panchayats of revenues that are theirs by right ; the 
needforfiscal equalisation handouts, and indeed the very definition of certain areas as backward, is called into questioni 
The paper also examines taxes presently leviable by panchayats, for ways by which to improve their buoyancy . ; 


Introduction 

THE 73rd and 74th Amendments to the 
Constitution have mandated a third level of 
governance in the country at a time when 
fiscal correction calls for a retreat in the role 
of government rather than an expansion. 
The justification of course is that delivery 
of certain public goods and services that 
remain among the core responsibilities of 
government, whether of the maintenance 
variety like sanitation and water supply or 
of the developmental variety like child 
welfare and education, will be more respon¬ 
sive to local conditions and preferences at 
local levels of governance, and thereby more 
effective. That assumption will not be 
questioned here. It is possible of course that 
the better allocative (demand) efficiency 
achievable through decentralisation might 
be offset by lower production (supply) 
efficiency at lower levels of government 
[Prud'homme 1995), but this possibility has 
long been recognised, and is easily accom¬ 
modated by unbundling provision and pro¬ 
duction of public goods [Oates 1972: 45). 
Such empirical evidence as is available does, 
however, justify fears concerning the ade¬ 
quacy of formal skills at panchayat level. 
Thus, a recent official survey of the func- 
tiomngoftheJawaharRozgarYojana reports 
that one-third of a sample of more than 3,000 
panchayat heads in 448 districts had had 
only a primary school education or less 
(Ministry of Rural Development 1994). This 
fact must be borne in mind, but it does not 
rule ou Ua priori, the possibility of improved 
delivery, at least in some functional spheres. 
Recent empirical evidence indicates that the 


transfer of rural tubcwells in West Bengal 
from the state government to panchayats led 
to an improvement in ground water manage¬ 
ment, and thus to beneficiary willingness to 
pay water charges regularly (Rao 1995). 

This paper does not also attempt any 
judgement on the relative corruption of na¬ 
tional and subnational governments. These 
questions can be speculated upon lOates 
1994; Prud’homme 1995;Tanzi 1995), but 
a final judgement is difficult to deliver. 
There may be reasons to expect corruption 
to be more prevalent at local than at national 
level [Prud'homme 1995: 211], but local 
corruption is at the same time more visible 
and exposed. It can also be argued that local 
corruption is locally contained, whereas 
national-level corruption impinges on the 
whole country. But in the end the answers 
to questions on the relative corruption of 
different levels of government will have to 
be empirically driven. 

If the new t ier of governance is visualised 
merely as a shift in the point at which certain 
functions will now be discharged, then the 
problem of fiscal devolution simplifies to 
one of ensuring a fiscal transfer to match 
the functional transfer. It must be remem¬ 
bered, however, that the introduction of a 
new tier of governance, even if seen in the 
very limited light of a transfer of functions 
fnom pre-existing tiers, has to be accompanied 
by some revenue additionality if only to 
cover the incremental establishment costs of 
governance. This is particularly so in the 
case of the rural sector, and is the justification 
for the limited focus in this paper to pan¬ 
chayats alone. 1 Prior to the 73rd Amendment, 
rural local bodies, where they existed, had 
a much more informal status than their urban 


counterparts, which had a bureaucrat 
structure whose costs were already bci- 
met by the system. Resulting from the 73 
Amendment, there will now be rotigft 
2,50,000 rural bodies at village level (g?j 
panchayats),6,500 at middle level (pandti) 
samitis) 2 and 500 at district level {til 
parishads).' Additionally, a district plain) 
agency has been mandated under the 
Amendment to co-ordinate urban and nil 
development at district level. If the eaM 
lishment cost of each gnun panchayat 1 
minimally set at Rs. 20,000 per annum {I 
figure suggested by Oommen 1995a], 4 i 
incremental expenditure of about Rs j 
crores per year will be required on aecofi 
of village-level bodies alone. 5 The addition 
provision made by the Tenth Finance Gq 
mission of Rs 1,095 crore per year stag) 
1996-97 for ad hoc grams to states froiw 
centre to meet the needs of rural local bod 
consequent upon the 73rd Amendment 
explicitly not intended to cover salaries!! 
wages (Report of the Tenth Finance Cfll 
mission, p 48). 6 So at the very least, thi 
will be a need for additional state goveranty 
resources to cover the establishment cq 
of rural local government. 

But the 73rd and 74th Amendments wji 
not in intention about a mere transfer iw 
point of delivery of public goods a 
services. 7 The intention is improved (w 
tional performance and delivery. Indeed^! 
very reason for the introduction of a foC| 
local level of governance is the expectiji 
that this will finally improve the teaajtii 
education, health and other developftyttl 
programmes, and thereby raise thq| 
ranking of India in the HDI league tarn 
The search for additional resources * 
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i to go beyond ft mere attempt to 
r the incremental establishment cost of 
alone. 

r Panchayats at present receive funding 
Iran two* independent sources, the central 
jfbvcmment, and their respective state 
fovemments. Central funds flow directly 
'h panchayats through a multiplicity of 
Scheme-specific district-level agencies such 
$s the DRDA, in for the funding of anti- 
Soverty schemes, with panchayats acting as 
delivery agents. Since these programmes 
fundamentally redistributional in intent, 
^hey have been grant-based, with no ex¬ 
pectation that local resources can be raised 
upwards their funding. Anti-poverty pro¬ 
grammes in the country will unquestion¬ 
ably acquire greater coherence if central 
pods for this purpose were routed through 
>)tate governments for consolidation with 
|he state-local flow, and if local participa- 
jon were sought in the disposition of these 
pnds. lf 

* The additional annual central provision of 
^ts 1,095crore for local bodies recommended 
^y theTenth Finance Commission, however, 
to be routed through state governments. 
Jhe intention seems to be to providea nucleus 
jyor a ‘corpus of untied funds' to be added 
p by local resources, for the financing of 
capital expenditure schemes. This is to come 
jmo effect from 1996-97. Meanwhile, the 
lirect central-local flow has been ambitiously 
Expanded with the new rural schemes 
Announced in the budget for 1995-96. There 
Snow a centra] mid-day meal scheme whose 
turpose is to provide an incentive for school 
taendance, where the schools themselves 
^re funded independently by the state 
government. Unless the whole is combined 
*ito a coherent package, there may be no 
Caching going on in the schools for which 
he mid-day meal inducement is designed. 
The prospects for such merger are however 
ather remote at present. Scheme-specific 
Mitral funding identifies and establishes 
tentrai ownership of, and hence rights to, 
he political payoff from anti-poverty ex- 
enditure. 

, it is in the state government sphere that 
ne expanded functional role of panchayats 
'% yet to find a matching fund flow. The task 
:^ftS been assigned to the state finance com- 
dsskms. 13 The tenth finance commission, 
yhich has argued for a flat share of 29 per 
tfefit for the states in the centre-state context 
vk wdl* suggests a 15 per cent local share 
:.f Aggregate state tax resources. A flat share 
fbitacstly carries the advantage of simplicity, 
die only decisions called for being in 
Mpect of the vertical share to be devolved 
; ]p0ii local bodies.and the horizontal division 
.'between rural and urban bodies. However, 
*96 focus has to be on increasing the size 
If-the pie rather than on the manner of its 
piston. 


White the state finance commissions 
conduct their deliberations, there presently 
exist provisions under legislation newly 
enacted or amended by their respective state 
governments to be in conformity with the 
73rd Amendment, whereby panchayats are 
statutorily entitled to shares of certain state- 
level taxes (sometimes termed ‘grants in lieu 
of revenues*) and, in addition, are empowered 
to raise their own resources. These provi¬ 
sions are subject to modification after the 
state finance commissions make their recom¬ 
mendations. Since the fiscal domain of 
panchayats is vested in them by the statp 
government, the rates they may levy are 
capped either in the act itself, or by notifica¬ 
tion (thus setting an explicit limit on what 
in other settings is endogenously set by tax 
competition and the potential mobility of the 
tax base). Also, fiscal neutrality is enforced 
by the obligation upon local bodies to contain 
expenditures within available resources. 11 
Thus, as long as transfers from higher-levels 
of government are also closed-ended, the 
third tier in India carries no possibilities of 
the kind raised by Tanzi, of ‘tax-exporting* 
widening the structural deficit and thereby 
threatening macroeconomic control [Tanzi 
1995: 18]. M 

Augmentation of the financial resources 
of panchayats without recourse to residual 
assistance from higher-levels of government 
in the form of grants is possible in five ways: 

(1) better exploitation of the fiscal domain 
(inclusive of user charges) granted to 
panchayats under legislation presently in 
force; 

(2) expansion of their fiscal domain beyond 
what is presently legislated, in directions 
presently untapped by any level of 
government; 

(3) expansion of their fiscal domain to include 
taxes presently levied at state level, through 
a reassignment of powers of levy from the 
state government to panchayats, either 
uniquely or concurrently; 

(4) higher shares of presently shareable state 
taxes; and 

(5) moving presently non-shareable state 
taxes into the shareable class, where the 
limiting case of this would be a flat share 
for local bodies of aggregate state revenues. 

It might be supposed that of these, only 
the first two yield a clear addition to fiscal 
resources of government, aggregating across 
all levels. However, because sharing in 
general tends to weaken the enforcement 
incentive for the collecting government, 
reassignment of powers of levy and/or 
collection of presently shareable state levies 
could yield such a net addition through 
better enforcement and compliance. If col¬ 
lection is performed by the panchayat, 
enforcement incentives would be a function 
of whether the revenues are shared by origin, 
or on the basis of some other formula un¬ 



might also be greater when the benefits of 
revenue collections are seen to accrue locally 
rather than to some common pool. As 
opposed to this, the collection efficiency of 
higher levels of government may be higher 
than that of lower levels because of either 
better information or better administrative 
capabilities. Whatever thedirection of effect, 
it is clear that reassignment or restructur¬ 
ing of shareable state levies could in and 
of itself have an impact on revenue ad¬ 
ditionality. 

None of the five options above, with the 
possible exception of the first, can be ex¬ 
amined without attempting to identify the 
‘natural’ fiscal domain of local government 
in general and of panchayats in India in 
particular. This is done in Section II of the 
paper. Section III looks at the provisions for 
sharing of state levies with panchayats in 
14 major states, and examines the issue of 
whether a restructuring of these provisions 
could lead to augmentation of panchayat 
resources. Section IV examines what may 
be done to augment resources within the 
fiscal domain already granted to panchayats 
under present legislation. Conclusions and 
recommendations are summarised in 
Section V. 

II 

Natural Fiscal Domain of Local 
Government 

The question of the natural fiscal domain 
of local government can be posed only with 
reference to the natural functional domain 
of local government. The finances that local 
governments are empowered to raise can 
only bejustified in the context of the functions 
they are to perform. The linking of fiscal 
to functional devolution is in line with the 
mainstream literature on decentralisation 
[McLure 1995: 222]; it is difficult to agree 
with Prud’homme that the two are con¬ 
ceptually not linked (Pnid'homme 1995: 
213]. 

The Oates categorisation of public goods 
by spatial characteristics [Oates 1972: 34- 
35] suggests the need for a continuum of 
subnational governments with jurisdictions 
corresponding to the spatial reach of each 
public good, and benefit taxation within 
each such space. 13 In practice, where there 
are two or at most three levels of government, 
assignment of functions may not be so finely 
tuned to spatial reach, although this could 
be overcome by creating parastatals with 
function-specific coverage of jurisdictions 
intermediate in size between the national 
and the local. In India as it happens, a fair 
degree of fine-tuning of local functional 
assignment is possible in principle in the 
rural sphere because of the three-tier structure 
of governance introduced by the 73rd 
Amendment. However, the present legisla- 
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lodl tevifotf government m the most 
effective at which to vest common lands and 
resources such as irrigation tanks and the 
monitoring and management thereof; indeed, 
it is for these functions that there is docu¬ 
mented evidence of the greater effectiveness 
of local management [Ostrom and Gardner 
1993; Rao 1995]. And it is clear that some 
public goods such as education are of neither 
the purely neighbourhood nor purely national 
variety, with some component functions such 
as operation and delivery belonging at local 
levels, and others such as curriculum design 
and testing at higher levels. 

Since the powers and functions of local 
government m India are vested in them by 
their respective state governments, they are 
subject to variation across the states. 
However, the eleventh schedule accom¬ 
panying the 73rd Amendment, which is an 
indicative list of functional areas assignable 
to panchayats. has been largely adopted in 
the State-level Panchayat Acts. 16 The 
eleventh schedule includes much more than 
the traditional areas of local government. A 
very large number of developmental 
functions are listed, ranging from land 
improvement, social forestry and minor 
irrigation, all the way through village and 
smalt scale industry, to education, literacy, 
and family planning. Even water supply, 
where an arrangement does not presently 
exist, assumes a developmental rather than 
a routine or maintenance character. 
Panchayats in'effect are being thrust with 
the burden that national and state-level 
governments have failed adequately to 
shoulder. 

Starting with the more circumscribed and 
traditional role of local government, 
matching of the finances of panchayats to 
their functions through the benefit principle 
implies that user chaiges, for both provided 
goods and for the maintenance of common 
resources, certainly fall within the "natural* 
fiscal domain of local government. This 
includes chaiges on use of, or extraction 
from, communally owned resources in the 
form of forests and quarriable materials and 
minor minerals. Major minerals arc by 
convention nationally owned, because of 
their moreuneven distribution, and fall within 
the domain of national government. 

Even where user charges are possible, 
however, there would remain others where 
measurement of benefits is not possible or, 
as in the case of merit goods like primary 
education, not desirable. Therefore local 
government revenues cannot be derived from 
user charges alone [Bird 1994:13]. 

The value of immoveable private property 
is a common proxy measure of the benefit 
derived from local government services. Such 
property in an area with good local services 
rises in value relative to property in areas 
not so well served. Immoveable property as 


« tax base also catties the Advantage of 
administrative suitability for local govern¬ 
ment in being relatively easy to observe and 
assess, and relatively difficult to conceal. 
Since vehicle ownership is a property-based 
measure, and a relatively progressive one, 
of the benefit derived from using roads, and 
since a traditional function of local govern¬ 
ments is also to provide and maintain the 
local road network, the fiscal domain of 
local governments traditionally includes this 
component of real private property as well. 
Property-based taxes pose no informational 
disadvantages for local governments vis-a- 
vis higher levels as do income taxes, 17 or 
possibilities of short-run tax base mobility 
as with consumption taxes. 

Since local public services also facilitate 
private production of goods and services, 
local levies on production originating within 
their jurisdictions are similarly justifiable, 
and are feasible in terms of observability. 
Both property and production are tax bases 
that are immobile only in the short run, but 
the medium term mobility of these are what 
impose the discipline upon local government 
of keeping rates of levy commensurate with 
the level of service provision. 11 The pos¬ 
sibility of tax exporting which is given so 
much prominence by some writers as one 
of the dangers of fiscal decentralisation 
[Gordon 1983] is likewise kept in check by 
competition between jurisdictions. 

To conclude, it seems possible to define 
the natural fiscal domain of panchayats so 
as to include, in addition to user charges on 
provided facilities, levies on the use of 
common resources in the form of forests, 
water bodies, and quarriable materials and 
minor minerals; and levies on real privately- 
owned property and on production origina¬ 
ting within their respective jurisdictions. 
The local fiscal domain can be extended to 
include levies on retail trade or consumption, 
but with less justification in terms of the 
functional domain of local government, and 
greater possibility of evasion. 

Ill 

Shared State-Level Taxes 

The advantage of a tax-wise approach to 
state-level levies is that it enables an identi¬ 
fication of those which fall within the natural 
fiscal domain of local government, as 
identified in the preceding section, to the 
proceeds of which local bodies have a right. 
This then enables a focused investigation of 
ways by which panchayat resources may be 
augmented. 

Table 1 tabulates the provisions as they 
presently exist in 14 major states for sharing 
of state-level taxes, and Tables 2 to 4 list 
empowerment to levy taxes at gram pan- 
chayai (GP), panchayat samiti (PS) and zilla 
parishad (ZP) levels respectively, as they 
obtain under legislation introduced or 


amemled toconform tothe73id Amendment. 
Theideais to identify the pattern of legislative 
entitlements across the states, although tbs 
provisions under the different acts may have 
since been modified, or possibly not yet 
implemented, by notification. 1V The tahha 
give no information on revenues collected 
from each source, nor on rates of levy, the 
only two levels of government with aft 
administrative presence, and therefore with 
revenue collection capabilities, at village 
level are the state government (through the 
patwan, a state government employee),and 
the gram panchayat. Accordingly, as can be 1 
seen from Tables 2 to 4, the fiscal domain 
of GPs is much more extensive than that of 
PSs and ZPs. j 

The new legislative provisions are too] 
recent for any quantitative estimates to be j 
possible with respect to the present fiscal 
configuration of the relative importance of 
shared revenues from the state in the finances 
of panchayats. Reliable figureson panchayat 
finances are in general very hard to come 
by. 20 Such estimates from the past as are 
available suggest that transfers from state 
governments have been the major, and to 
some states dominant, source of revenue tot 
panchayats. 

That this should be so is not surprising ( 
because the two most important taxes on | 
private property in rural areas fall under j 
present legislation within the fiscal domain» 
of the state government. Land revenue oft 
agricultural land 21 and stamp duty on transfers 
of property are both levied by the state 
government. This leaves only non-agri* 
cultural land and rural houses and buildings 
in the present fiscal domain of panchayats. 

Land revenue is commonly shared with, 
panchayats even in respect of the basic levy, 
but stamp duty is shared only in respect of 
additions to the basic levy. In some states, 
the additional stamp duty is worded as an 
obligatory panchayat levy, but collection a! 
statutorily fixed rates is done by the state 
government, with the proceeds most usually 
not distributed by origin of collection. Five 
states however authorise panchayats to levy 
local surcharges/cesses on land revenue and t 
or stamp duty, with a cap on the admissible 
percentage (see Table 1). 

Land Revenue 

The present fiscal domain of panchayats 
is defined everywhere to exclude this levy 
on agricultural land, 22 the principal com¬ 
ponent of immoveable rural property. Lands 
not subject to agricultural assessment 
however do fall within the presently 
sanctioned domain of panchayats, with this 
"local rate’ as it is called covering agricultural 
land as well in Kerala, Punjab, and possibly 
Bihar. 21 

All states give panchayats at one or mom 
of the three levels a share of the basic levy, 
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m\h the exception of Karnataka, which 
lowever fully assigns revenues from a state- 
level cess, and UP, which allows GPs to levy 
l local cess. Only four states give 100 per 
amt of revenue from the basic levy to 
panchayats (Gujarat, 24 Kerala, Madhya 
ftradesh and Maharashtra, three of which 
also provide for cesses in addition). In the 
others the panchayat share is either 
legislatively set at, or in practice, less than 
100 per cent. Haryana does not levy land 
revenue at all. 

The sharing of land revenue with 
panchayats is most usually not by origin 
(jurisdiction of collection) but by formula. 
The formula may be fairly simple, in pro¬ 
portion to population for example, but any 
departure from sharing by jurisdiction takes 
away all local interest in compliance or 
enforcement. This is the worst possible design 
for a tax - where sharing reduces the 
collection incentive of the levying authority, 
and non-jurisdictional sharing robs local 
governments of a stake in improved 
collections. The reason for formula sharing 
is of course to introduce a redistributional 
component, but it is best if such objectives 
are achieved through independent and 
transparent grants. 

If land revenue continues to be a shared 
state-level tax, it should be shared by 
jurisdiction. This will give local government 
a stake in collections. But because of the 
inherent tension in a shared tax whereby any 
increase in the stake of local government can 
only be at the expense of that of the levying 


government, the case for transfer of powers 
of levy and collection of the land revenue 
to local government is very strong. (Where, 
as in three slates, 2 * panchayat local rates' 
on non-agricultural land already extends to 
all including agricultural land, this is in 
addition to land revenue.) 

Transfer of powers of levy of land revenue 
to panchayats need not necessarily imply 
immediate transfer of the function of 
collection. If collection efficiency at state- 
level is demonstrably higher, collection could 
be retained by the state government as an 
agency function in the interim until the 
administrative apparatus at panchayat level 
is strengthened. The alternative of assigning 
concurrent powers of levy to state and local 
levels is less tidy than unique assignment, 24 
and is justified only when both levels of 
government have equivalent rights over the 
tax base. In the case of agricultural land, this 
is not quite the case; the rights of local 
government are indisputably over-riding. 

Most of all, assignment of powers of levy 
to panchayats will give them a stake in 
raising the yield from land revenue, which 
has been reduced to revenue insignificance 
over the years because of specific rates of 
levy, unindexed for inflation. Land revenue 
accounts today for a little over 1 per cent 
of aggregate revenues raised by state 
governments. 27 The lack of interest of state 
governments in restructuring the levy is due 
far more to the tact of it being a shared tax, 
as to the political difficulties of taxing 
agriculture. There is a schedular state-level 


agricultural income tax, independently of 
land revenue, which despite the fact of being 
levied i n only eight states. 111 and on plantation 
crops alone, 24 yields one-fourth as much as 
land revenue, which is levied on almost all 
agricultural land in the country. 

Land revenue needs to be redefined as a 
land-based presumptive levy on agricultural 
income on a crop-specific basis at current- 
day yields and prices [Rajanunan 1995:11 IS¬ 
IS]. The survey and settlement procedures 
on the basis of which land revenue rates are 
determined show a basic design related to 
the yield from land, stratified by number of 
crops, soil and irrigation, but the period 
between rate revisions is either statutorily 
fixed at thirty years as in Karnataka, or in 
practice is as long as that. It is these sclerotic 
aspects of land revenue, rather than any 
deficiency of conception, which need to be 
attacked if the levy is to become a buoyant 
source of revenue. The redesign of land 
revenue can be based on essentially the same 
principles as those underlying the simplified 
alternatives to the agricultural income tax 
introduced in recent years m some states. 
These are in the form of slabbed progressive 
specific rates per hectare which amount 
essentially to a presumptive alternative 
independent of actual production. Kerala, 
forcxample, introduced such a crop-spccific 
‘compounded rates’ option with the Kerala 
Agricultural Income Tax Act, 1991. for 
holdings of up to 20 hectares. Karnataka has 
a ‘composition scheme’ which applies m 
two slabs for holdings between 15 and 25 


Tabu- 3: Panchayat Samitiii (PS) Taxes and User Charges 


SNo 

Tax/Fee/State A P 

BIR GUJ 

HAR 

H P KAR KER M P 

MAH PUN RAJ T N 

UP 

WB 

Levies on Moveable and Immoveable Property 






1 

Land tax (non-agri) 



•l 

*2 

(+agri) 



2 

Vehicle registration fee 

* 



* 


• 

User Charges for Public Facilities and Common Resources 





3 

Water rate 3 

•tax 

* 


* 

•tax 

* 

4 

Lighting rate 3 

* 



• 

•lux 

• 

5 

Drainage fee 


* 





6 

Pilgrim (sanitation) 
tax/fee 

* 



* 


* 

7 

Fee for markets or fairs *5 

• 

* 


• *tax • 

* 

» 

* 

Fee for use of PS shelters 


* 

* ** 

* 

* 

• 

9 

User charges on hospitals, 
schools 

* 

* 



•4 

• 

Other Levies 







10 

Education ccss 

* 



* 



II 

Profession tax 




* 



12 

Fee on animals sold 





* 


13 

Tax on entertainment 



** 




14 

Tolls on vehicles 




* 


* 


Notes: 1 Called the local rate, capped at 25% of annual value, shared among PSs by formula. 

2 Called the local rate, at 25% of annual value; shared with the ZP. 

3 Where the PS has provided the scheme fur drinking/irrigation water or street lighting. 

4 With prior sanction of the state government. 

5 Shared with the GP and the ZP. 

Additional Notes: 

AP : The PS is empowered to levy a surcharge on any tax imposed by GP, by not more than 15 per cent. 
Gujarat: The PS may levy any tax/fee leviable by Ihc GP, at a rate not exceeding 15 per cent of the GP rate. 

Kerala : A surcharge on any GP levy at a rate not exceeding 5 per cent may be levied towards PS and ZP expenses. 
Sources and General Notes: Same as table 2. 
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acres, iret is not crop-specific. Other states 
which tax plantation income might have 
similar schemes. 

The land revenue as presently levied is not 
crop-specific although it is usually stratified 
with respect to soil quality, number of crops 
and type of irrigation. 30 Floor rates for a 
redesigned crop-specific land revenue will 
have to be worked out at state-level. Since 
the spadework will take time to complete, 
the set of crops covered will have to be 
expanded gradually over time, starting with 
commercial crops not covered by the 
agricultural income tax. By extension, the 
state-level agricultural income tax must be 
shared with those panchayats in whose 
jurisdiction plantations liable to the tax are 
located. 

In the interim period, present land revenue 
rates should be revised and reset al their 
indexed value,' 1 using the state-wise con¬ 
sumer price index for agricultural labourers 
from the date at which the present rates were 
set. At an all-India level, the index yields 
factors of roughly 8, 4 and 2 for intervals 
of 30, 20 and, 10 years respectively. Even 
without a redesign of the tax and with aggre¬ 
gate collections at their present level, 
assignment of powers of levy to panchayats, 
will augment their resources, except in (he 
four slates where the revenue is already fully 


assigned. It will also alter the pattern of 
accrual except where revenues are shared by 
origin. 

Stamp Duty 

Stamp duly on transfer of property, unlike 
land revenue, is an important input into 
state government budgets in India, ac¬ 
counting for roughly 7.5 per cent of aggre¬ 
gate tax revenue across all states.' 3 Most of 
this is sourced from transfers of urban rather 
than rural property although the rural con¬ 
tribution will increase as non-agricultural 
activities pick up. 

Unlike land revenue, the base levy is not 
shareable with panchayats under present 
legislation, but in most slates there is an 
additional stamp duty, between 1 -5 percent, 
the revenue from which is assigned to 
panchayats." Gujarat and Rajasthan em¬ 
power panchayats to levy local surcharges 
instead, at rates capped at some percentage 
of the basic levy. Locally levied surcharges 
are clearly locally retained, but the revenue 
from the additional duty is distributed more 
often by formula than by origin (sceTable l). 

Stamp duty is an important and buoyant 
source of revenue. It could become even 
more buoyant if evasion could be reduced 
from what are known to be rampant levels. 
The need of the hour is for a reduction of 


rates rather than for an increase, as is the 
case for land revenue, and simultaneously 
for an increased panchayat stoke. Both can 
be achieved if the additional duty were 
abolished, and panchayats were given in¬ 
stead a share in the basic levy, with this share 
assigned by origin rather than by formula. 
Rates of levy at a maximum of 5 per cent, 
split equally between state governments and 
panchayats, arc likely to yield more revenue 
for both than the present rates ranging from 
8 to 16 per cent inclusive of additional duty 
[NIPFP 1995], on undervalued properties, 

Seigniorage Royalties and Forest 
Revenues 

Royalties collected by state governments 
on minor minerals and quarried materials 
like granite and sand are not shareable with 
panchayats in most states. Only Andhra 
Pradesh, Maharashtra and Tamil Nadu fully 
assign to GPs all revenues from seigniorage 
on minor minerals or materials or both; and 
only Andhra empowers GPs to levy also a . 
local surcharge on materials. 

Likewise forest revenue, which derives 
from common resources falling squarely 
within the fiscal domain of local government, 
is collected by state governments." but is 
not shareable with panchayats in most states. 
Only Gujarat and Maharashtra share forest 


Tablf 4: Zilla Parish ad (ZP) Taxes and Usiik Charges 


SNo 

Tax/Fcc/State A P 

BIR GUI HAR 

HP KAR KER MP MAH PUN 

RAJ T N UP 

WB 

Levies on Moveable and Immoveable Property 




1 

Land (ax (non-agri) 


*1 



2 

Vehicle registration 

•2 



•2 

User Charges for Public Facilities and Common Resources 




3 

Water rate' 

• » 

» 

• 

• 

4 

Lighting rate 3 

* 



* 

5 

Drainage fee 

* 




6 

Pilgrim (sanitation) 
tax/fee 

* 

* 


* 

7 

Fee for markets or fairs 

* * 

• 

* * 

• 

8 

Fee for use of ZP shelters 

• 


* 

« 

9 

User charges on hospitals, 
schools 

* 


*4 

» 

Ad hoc Levies 





10 

Special tax on property 


*5 



Other Levies 





II 

Tax on profession 

* 

•6 

*7 


12 

Fee for registration 
of animals 


• 

* 


13 

Tolls on vehicles and ferries 

• 


X 

* 


Notes: 1 Benefited by irrigation or development schemes provided by the ZP. 

2 Includes boats. 

3 Where the ZP has provided the scheme for drinking/iirigation water or street lighting. 

4 With prior sanction of the state government. 

5 Special tux on land and buildings. 

6 After transfer of this levy to the state government in 1975. else ZP receives a compensatory grant based on their collections. 

7 This tax, called a tax on Circumstances nnd Property, is a tax on business, specified however with an income threshold of Rs 12.000/ year, mid 
a maximum rate, once again with respect to taxable income, of 3 oer cent. 

Additional Notes : 

Andhra Pradesh : The ZP can impose a surcharge on any tax imposed by the GP. as in the case of the PS. without a specified cap. 

Gujarat : The ZP can impose any tax leviable by the GP subject to a cap of 10% of the GP rate. Tlic Gujarat profession tax is collected by and 

shared with the GP. 

Punjab : With state government approval the ZP may impose any taxes/fees which have not been levied by the GP or PS. 

Kcrnlo : A surcharge on any GP levy at a rate not exceeding 5% may be levied towards PS and ZP expenses. 

Source and General Notes: Same as table 1. 
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Revenues with panchayats, in both cases with 
CPs by origin, but the assigned percentages 
k 5-7 per cent are low. There is however 
$n Gujarat an additional provision for sharing 
Of forest revenues with those GPs whose 
province covers forested villages not assessed 
for land revenue, at a per capita rate capped 
by average per capita land revenue. This 
provision in Gujarat holds the key to why 
fit is important to share forest revenues with 
jpanchayats. 

I Potest cover precludes cultivation, as does 
$aineral-rich or rocky terrain. Such areas are 
(Often classified as backward because the 
(income from these activities does not accrue 
locally. The collections from such un- 
cuitivable areas by way of forest revenues 
♦tor seigniorage on mining are due to these 
Areas by right at least in part, but this is a 
right not recognised as widely as that of 
cultivated areas to land revenue. Even where 
the forests in question have been planted 
.with commercial species, and all investment 
ui afforestation and access roads have been 
funded by the state government, local bodies 
have a right to a share of the revenues 
therefrom on the grounds that forests pre¬ 
clude cultivation from which revenues 
"would normally have accrued to them. A 
reinforcing factor is that many negative 
externalities of the extraction process com¬ 
monly accrue locally. Sharing of forest 
revenues and seigniorage, rather than an 
‘equalising* grant is what is needed by the 
'backward* areas of each state. The first 
encourages self-determination; the second 
perpetuates the dependency culture. 

Other Shared State-Level Taxes 

, There is a class of state taxes shared with 
Ufban local authorities, but not with pan- 
Chayats, simply because the point of sale of 
£00ds produced in a rural location, or the 
point of registration or purchase of goods 
whose consumption or usage is by residents 
of rural areas, lies in an urban location. 

4 The state-level motor vehicles tax is an 
example. It is often (Kerala is an exception) 
tfiarttl only with urban local bodies because 
the point of registration of all vehicles 
including those operated in rural areas, is 
an urban location. 39 This is an inequitable 
exclusion, since maintenance of rural roads 
iiacentral function of panchayats, and since 
it is for the performance of that function that 
the motor vehicles tax is collected. Restruc¬ 
turing of sharing provisions to include 
panchayats will carry revenue additionality, 
because there will no longer remain a justi¬ 
fication for the exemption from the motor 
vehicles tax presently enjoyed by rural 
vehicles like tractors. 36 Because these are 
motorised, they escape the purview of the 
panchayat level vehicle tax as well (see notes 
to Table 2). 

The motor vehicles tax is a tax that does 
fall within the natural fiscal domain of local 


authorities. There are however other state 
levies, not necessarily property-based, which 
are by Indian convention shared with (urban) 
local bodies, like state levies on diesel and 
liquor 37 for example. There is no inherent 
reason why these should be shared with local 
bodies, but given that they are, the exclusion 
of panchayats, within whose jurisdiction 
some fraction of the diesel and liquor is 
consumed, is inequitable. The entertainment 
tax is the only one that is occasionally shared 
with panchayats; more commonly powers of 
levy are assigned to panchayats (Table 2), 
but because these do not cover cinema shows, 
or because cinema theatres are located in 
urban centres, the yield of the locally-levied 
entertainment tax is not significant. 

Perhaps the most serious exclusion is in 
respect of market fees on the sale of rural 
agricultural produce in designated market 
centres. Although legally authorised by state 
governments these are not levied by state 
governments, and are therefore not listed in 
Table 1. They are not found in all states, but 
where levied are highly revenue yielding 
and accrue entirely to the ‘mandi’ towns 
where the market centres are located. 
Rajasthan is the only state where ZPs are 
empowered to levy a cess on market fees. 
Where a general rural development cess is 
levied, as in Haryana, it is placed at the 
disposal of a state-level body, which then 
becomes yet another source of discretionary 
flows to panchayats, independent of those 
from the centre and the state government. 
There is a strong case for levying a general 
rural development cess, where this is not 
already done, and for raising the share of 
such a cess at the expense of the market fee. 
Thus in Haryana, for example, their shares 
should be 2 per cent and 1 per cent, res¬ 
pectively, instead of the reverse as at present. 31 
The proceeds should be distributed by origin 
of collection, and used towards creation of 
an infrastructure fund at the disposal of 
district planning agencies instead of a state- 
level body as at present. 

IV 

Own Revenues of Panchayats 

Tables 2 to 4 tabulate empowerment to 
levy own taxes under present legislation at 
GP, PS and ZP levels respectively: it is 
important to remember that taxes listed in 
these tables as leviable may not be actually 
levied in practice, unless obligatory. Most 
states make a distinction between obligatory 
taxes that shall be levied, and optional taxes 
that may be levied. 

The size of the fiscal domain in all states 
is inversely related to panchayat level, with 
the largest number of charges and taxes 
leviable by GPs. Even where powers oflevy 
are vested at PS or ZP levels, actual collection 
is done by the GP and the revenue passed 
on; in some cases, these revenues are shared. 
Concurrent powers of levy are sometimes 


assigned on the same base, or die PS and/ 
or ZP are empowered to levy a surcharge 
on any GP tax or fee. The common features 
of the fiscal domain of GPs across the states 
need to be focused upon for buoyancy¬ 
improving measures of general validity. At 
the same time, taxes or charges peculiar to 
one or a few states suggest possibilities for 
introduction elsewhere. Fiscal sanction 
derives as much from practice as from 
precept. 

Although the obligation to levy a tax does 
encroach upon the discretionary latitude of 
panchayats in what is theirown fiscal domain, 
there is no way by which the residual require¬ 
ments of panchayats for financial assistance 
can be equitably determined without some 
minimum uniformity of tax effort. Indeed, 
the recommendation we make here is that 
all taxes assigned to GPs should be leviable 
at obligatory floor rates, with the possible 
exception of entry taxes, which are dis¬ 
tortionary and not to be recommended, but 
may be levied at the option of panchayats 
to justify the strain on the infrastructure 
posed by the passage of vehicles or animals. 
Under existing legislation, only Gujarat, 
Maharashtra and Rajasthan empower GPs to 
levy octroi on animals and goods.^ The 
necessity for exogenously imposing upon 
GPs the obligation to levy arises because of 
a central fear concerning the entire fiscal 
decentralisation exercise, the fear that pan¬ 
chayats will be unable to introduce taxes un¬ 
acceptable to the locally powerful. 40 Obliga¬ 
tory taxes must be accompanied by denial 
of all power to grant local exemptions. 41 
Permissible exemptions should be listed in 
the Act and confined to those sanctioned 
under the Constitution, with no open-ended 
provision for additions to the list. 

The problem of default remains. Ultima¬ 
tely, the only way by which it can be tackled 
is i f panchayats face a hard-budget constraint, 
with closed-ended grants from the state 
government made after baseline calculations 
of panchayats* own tax resources, at the 
specified floor rates. This will generate endo¬ 
genous pressure against default. Gap-filling 
as an approach to state-local transfers must 
be explicitly rejected in favour of other ap¬ 
proaches more compatible with incentives 
for local tax effort . Possible structural 
solutions to the problem of default could 
include a requirement that a tax-payment 
certificate from the GP should be a necessary 
precondition for loans from commercial 
banks, or entitlements to anti-poverty 
schemes, but this could become a source of 
corruption. 

A further cause for the general lack of 
buoyancy of panchayat levies is that levies 
are mostoften specific rather than ad valorem 
because of the difficulty of valuation in the 
rural context, and are not indexed for infla¬ 
tion. It is difficult to convert specific to ad 
valorem levies in the rural context, but 
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indexation is ponibie, and some existing 
legislation does provide for rate revisions 
every five years. The Consumer Price Index 
for Agricultural Labourers is available on 
a statewide basis, and provides a ready 
measure of rural inflation. 

Taxes on Rural Property 

The only segments of rural property which 
fall within the taxable domain of panchay ats 
as presently defined are buildings, non- 
agricultural land, and non-motorised vehi¬ 
cles. There is little scope for improved collec¬ 
tions from the vehicle tax, but the levies on 
buildings and land offer some possibilities. 

The tax on buildings is the most commonl y 
found of all panchayat levies, always vested 
at GPlevel,andofien obligatory. Apanchayat 
local rate* on non-agricultural land is also 
commonly found, occasionally vested at PS 
rather than GP level. In Bihar, Kerala and 
Punjab, the local levy extends to agricultural 
land as well. In states where these are not 
presently levied they should be introduced. 
Uttar Pradesh has neither; instead, there is 
a ZP-level profession tax, called a tax on 
Circumstances and Property, which is levied 
by income slab. A property tax-base is far 
better than income at panchayat level, for 
reasons given in Section II. Where the scope 
of the building tax is confined, as in many 
including prosperous states like Haryana to 
residential structures, its coverage should be 
extended to all including non-residential 
structures. 

Details on rates of levy in the different 
states are presented in the table only where 
these are prescribed in the Act. Even where 
the levy is ad valorem , as in the case of the 
lax on non-agricultural land, the base which 
is usually annual value, or as in Kerala 
capital value, is unrevised for long periods 
of time, so that (lie levy becomes in effect 
an unindexed specific levy. The building tax 
on the other hand is rarely based on annual 
or rateable value in rural areas. (Kerala is 
an exception, with an ad valorem levy on 
buildings based on annual rateable value 
subject to revision every five years.) Most 
usually, the building tax is an unindexed 
specific levy often levied per structure, with 
differentiation if at all only by quality and 
rarely if ever by use, and very little progres- 
sivity in the rate structure. The highest rate 
in Haryana for example at present is Rs 11 
per structure per annum. 

Structures should be differentiated along 
two dimensions; quality and use. Three 
categories by quality suggest themselves: 
kutcha, semi-pucca and pucca; 42 likewise, 
three categories of use; residential, non- 
residential institutional and non-residential 
commercial. Thus, a 3x3 matrix of levies 
yielding nine categories should cover the 
full range of possibilities. It may not be 
possible to convert the levy from a specific 


toan ad valorem basis for any but the pucca 
commercial category. But even within the 
confines of specific rates, progressivity can 
be built in by levying the tax by unit area 
(per square foot) rather than as a flat levy 
per structure (this has already been attempted, 
in parts of Maharashtra, for example) and 
by varying these rates along both quality and 
use dimensions. 

A rebate for owner-occupation of the kind 
granted in urban areas would create compli¬ 
cations in the rural context. The levies should 
be set on the assumption of owner-occupation 
for all residential structures. Even so, there 
is considerable room for raising the rates of 
levy. An exemption for kutcha dwellings of 
the kind customary in urban areas is not 
recommended for rural areas. Even a small 
levy imparts a sense of dignity and parti¬ 
cipation. and gives all residents a stake in 
the performance of the panchayat. The low 
end of the range, on kutcha dwellings, should 
however remain low, with the upper end of 
the range accordingly assigned a higher 
factor. Thus, in place of the 5:8:11 quality 
gradation used for the chulha (house) tax in 
Haryana at present, a 1:5:10 ratio might be 
more appropriate. Within a particular quality 
of structure, there should also be progressivity 
by use, with the highest rates on commercial 
structures, such as marriage halls, eating and 
lodging establishments, shops, and factories. 
Four states presently grant the right to GPs 
to levy a consolidated lump sum fee on 
factories in lieu of property taxes and other 
charges. There is a danger that this kind of 
provision might be misused to reduce the 
burden on factories. No exemptions should 
be allowed for institutional structures such 
as schools, hospitals, and religious insti¬ 
tutions (subject to the constitutional exem¬ 
ption for all government properties, which 
may soon be modified so as not to extend 
to properties of PSUs). This is particularly 
important because these facilities make 
severe claims on the local infrastructure. 
When schools are exempted, and where 
lighting and water charges are levied as a 
cess on the property tax, as in Kerala prior 
to 1994, the panchayat loses revenue on the 
cess as well. 

Matching grants from the state govern¬ 
ment, as provided for under the Tamil Nadu 
Panchayat Village House Tax Matching 
Grant Scheme, do not discriminate between 
panchayats with low tax effort, and those 
with low taxable capacity. Uniformity of tax 
effort is best ensured through obligatory 
floor rates. 

Scope for New Proierty-Based Levies 

There could he a use levy on agricultural 
pumpseis, over and aboveelectricity charges, 
since pumpsets use ground water, a local 
common resource. Such levies are not 
common, but there is documented evidence 


of beneficiary willingness to pay in liuajl 
West Bengal, with (he improved service 
resulting from transfer of management on 
tubewells from the state government tdl 
panchayats [Rao 1995]. Despite the fact tMg 
agricultural pumpsets are often supplied wiSm 
zero-priced electricity, the supply of clectn-I 
city is intermittent, and frequently at such 
low voltage that no pumping is possible! 
Taxpayer resistance can be overcome ontyfl 
if there is concurrent improvement in 
tricity supply, which will require co-ordtnas 
tion with the state electricity boards. K 
Proceeds of the pumpset levy should fra 
earmarked for watershed development! 
programmes. The appropriate level to which! 
the tax should be assigned may however be! 
the ZP rather than the GP, since programmes! 
of groundwater recharge and watershed 
development can be carried out only at district! 
level. Where a watershed straddles twqi 
districts, the rates of levy have to be worked 
out jointly between the ZPs involved! 
Collection will have to be done by the GP*! 
who may be allowed to retain a smd 
collection fee. 

Another possibletax that can be introduced 
is a developmental charge on new cop* 
struction. Such a charge is commonly levied 
only by municipalities, but some states like 
Maharashtra do empower GPs to charge £ 
betterment levy on lands which have 
benefited from schemes paid for front 
panchayat funds (Table 2). 

A variant of the betterment levy is a 
valorisation tax, where infrastructure pro¬ 
jects are financed through prior collections 
from potential beneficiaries, with a cost 
comitant involvement of these beneficiaries 
in the conception and realisation of the pro¬ 
ject. This has served very successfully to 
augment local government finances id 
Colombia, for example [Stotsky and Yucelik 
1995:187]. Although it is not called a vak)ri^ 
sation tax, eight states do presently empower 
GPs to collect a special tax for construction 
of public works, on agricultural land and/ 
or residential structures, or on adult males. 
The tax on adult males is also payablethrough 
a labour contribution. It is vital that pan- 
chayats should be so empowered in all states: 
The self-sufficiency which lies at the head 
of the move towards decentralised gover¬ 
nance will not be possible without the right 
to levy mission-oriented revenues on an if 
hoc basis. Project-specific contributions el 
this kind meet with less resistance than 
recurring levies, and confer on the local 
community a sense of ownership that wil 
ensure better maintenance. 

User Giarges on Public Facilities and 
Resources 

Water and lighting rates are those mhri 
commonly found across the states, mod 
usually at GP level and occasionally oblige 
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|iory. Panchayat levels higher than the GP 
fare entitled in some states to levy charges 
>on water or lighting, where the facility has 
' resulted from a scheme funded by them; but 
\ in all these cases, the levy is essentially 

! * collected by the GP and shared up. 
Surprisingly, empowerment to levy 
charges for street cleaning, or for the main- 

S tenance of private or public latrines is less 
common, and rarely obligatory. The right 
/ to levy taxes on fairs, festivals and pilgrims 
S4s also not commonly assigned, which is a 
i surprising omission considering die strain 
| these events place upon the sanitation infra- 
structure. Empowerment to collect sanitation 
^'levies, both routinely and on periodic events 
r tike fairs and festivals, must be assigned to 
' GPs in all states. 

The important issue with respect to 
sanitation, water and lighting charges is that 
;)-of whether they should be levied at a 
percentage rate of the property levy, so as 
l 1 'to build any progressivity in the underlying 
V property tax. However, because government 
schools and other institutions are exempted 
from having to pay property tax. the best 
course may be to delink user charges so that 
they remain payable even on properties not 
r assessed for property tax. Progressivity can 
in principle be built in independently through 
the rate structure. Water and lighting charges 
at present are most usually in the form of 
; flat fees for publicly provided water and 
streetlighting.eitherspecial rates ormetering 
> for individual domestic connections. Some 
states have an explicit charge for irrigation 
/ water, although in other states such as Tamil 
Nadu, a charge on irrigation is incorporated 
in the land revenue. 

Panchayats are not commonly empowered 
to levy user charges on health and education 
: except in Bihar, Haryana, Rajasthan, UP and 
: West Bengal. Primary education is a function 
assigned to panchayats in all states, but the 
! exact division of responsibility between the 
estate government and panchayats is not 
legislatively spelled out, and probably varies 
widely from state to state (Rajaraman-Bagchi 
1993). Even if the role of the panchayat is 
reduced to that of keeping the surroundings 
of the facility clean, the resources for this 
, maybemorceasilyraisedthroughasanitation 
fee on the institution than through user 
- charges on students, which come up against 
t ^constitutional guarantee of free education 
: for all. 

Other Taxes 

The fee on weekly bazaars and markets 
is the approximate analogue at panchayat 
' level of the state-level sales or turnover 
taxes. It is at present assigned to GPs in 10 
of the 14 states in Table 1. Six states have 
, a fee on animals sold. These constitute the 
. kernel of what could be expanded into a 
buoyant ad valorem levy on village trade. 


Since the scale Is most likely to be below 
taxable thresholds at state level, and since 
agricultural produce is in most cases exempt 
from state-level sales taxation, the question 
of merger with a state-level VAT does not 
immediately arise. As already mentioned, 
octroi should be discouraged. 

The profession tax is commonly found 
among other taxes at GP level, but is unlikely 
to become a major source of revenue for 
panchayats, even if indexed. In UP it is 
called a tax on Circumstances and Property 
and is leviable by the ZP at rates slabbed 
by income (it will be recalled that UP is one 
of the two states where the GP does not levy 
a property tax). This is perhaps the only case 
among panchayat levies of an income-based 
lux, not the most advisable type of tax for 
a panchayat to attempt. 

V 

Conclusions and Recommendations 

The 2,57.000 rural bodies that have been 
mandated under the 73rd Amendment make 
this perhaps the largest experiment in 
decentralisation of governance attempted 
anywhere. Whether it has come about because 
decentralisation is currently fashionable 
internationally [Tanzi 1995:3; Bird 1994:1] 
or because of internal compulsions, a great 
deal hinges on the success of it. 

This paper argues that the revenue 
additionality that is critically required for 
the experiment to succeed will be possible 
only through a detailed taxwise examination 
of the provisions under present legislation 
in respect of both sharing of state-level taxes, 
and taxes leviable at panchayat level. A flat 
share of aggregate state revenues for local 
bodies, even though in line with the recom¬ 
mendations of the Tenth Finance Com¬ 
mission on centre-state sharing, focuses 
attention away from the need for revenue 
additionality. Tanzi endorses the Hat share 
approach because it carries stability and 
predictability for the receiving government, 
and gives higher level governments more 
freedom to pursue tax policy options [Tanzi 
1995:26]. There is no reason why taxwise 
sharing should necessarily imply less stable 
revenue shares, and the taxwise focus may 
actually lead to a restructuring or redesign 
of each tax that makes it less distortionary. 

The major levies on rural property and 
common resources, which together fall 
within the natural fiscal domain of local 
government, are presently levied by state 
governments. These are the land revenue on 
agricultural land, stamp duty on property 
transfer, and royalties from mineral and forest 
resources. Land revenue and stamp duty are 
commonly shareable with panchayats under 
present legislation; forest and mineral 
resources rarely so. The specific recom¬ 
mendations that follow focus on ways by 
which a restructuring of sharing provisions 


and of tax design or the first two c&iw 
lead to greater buoyancy of collections; and 
argue in favour of panchayat shares of 
forest and mineral revenues, of those state 
levies presently shared only with munici¬ 
palities. 

Market fees, which are a major and buoyant 
levy on agricultural produce sold in desig¬ 
nated market centres, accrue not to the rural 
areas where the produce originates, but to 
the mandi towns where the market centres 
are located. Where a general rural develop¬ 
ment cess is levied, as in Haryana, it is placed 
at the disposal of a state-level body, which 
then becomes yet another source of dis¬ 
cretionary flows to panchayats, independent 
of those from the centre and the state 
government. Specific recommendations are 
made in what follows to assign to panchayats 
their legitimate rights to levies on agricul¬ 
tural produce originating within their juris¬ 
dictions. 

Transfer of powers of levy from state to 
panchayat level is recommended only in 
respect of land revenue, with collection 
continuing to be performed if need be by 
the state government as an agency function 
until the panchayat administrative apparatus 
is suitably strengthened. In general indepen¬ 
dent powers of concurrent levy on the same 
tax base for state and local levels are not 
recommended because that leaves local 
government with no control over the total 
tax burden imposed. 

For taxes that continue to be levied at 
state-level and shared, sharing should he 
based on jurisdiction of collection rather 
than on population or some other such 
formula unrelated to origin of collections. 
Non-jurisdictional sharing robs the local 
panchayat of a stake in improved collections, 
and lowers voluntary compliance Alter¬ 
natively, panchayats should be empowered 
to levy and retain a local cess. Formula 
sharing is done so as to bring in a redistri¬ 
butional component into revenue assign¬ 
ment. It is best if redistribution is achieved 
through independent and transparent grants 
rather than in a manner that impacts 
negatively on the buoyancy of tax revenues. 

With the assignment of slate-level revenues 
to panchayats that arc jurisdictionally theirs 
by right, regional inequalities of one kind 
would actually be redressed rather than 
worsened. Forest cover and rocky terrain 
preclude cultivation; such areas get the 
backward label because revenues from the 
exploitation of forest and mineral resources 
do not, with the exception of a few states, 
accrue locally at all. If the rights to com¬ 
pensation for resources extracted are con¬ 
ceded to accrue at least in part to the juris¬ 
diction of extraction, the need for Fiscal 
equalisation handouts for these areas from 
the centre or state governments would be 
eliminated. 


1080 


Economic and Political Weekly May 4; 1996 



' .'ft 

chayati, the principal general recom¬ 
mendation is that all taxes assigned to 
panchayats. with the possible exception of 
entry taxes which are distorlionary, should 
be placed in the obligatory class, with no 
possibility of local exemptions. Under 
present legislation, there is only a small core 
of taxes placed in the obligatory class in each 
state, and some states do not make the dis¬ 
tinction at all. Since powers to levy own 
taxes arc vested in panchayats by the state 
government, the rates leviable are capped. 
It is vital that floor rates of levy should also 
be set at state level. Under present legislation. 
floor rates are specified only very rarely. 
Obligatory minimum rates of levy will ensure 
minimum uniformity of tax effort, and reduce 
the scope for subversion by local elites. Ex¬ 
emptions should be confined to those con¬ 
stitutionally sanctioned, with no open-ended 
provision for state-level additions to the list. 

The common features of the fiscal domain 
of GPs across the states need to be focused 
upon for buoyancy-improving measures ot 
general validity. At the same time, taxes or 
charges peculiar to one or a few stales suggest 
possibilities for introduction elsewhere. 

Tdx-specific recommendations follow. 

Land Revenue 

(1) Land revenue on agricultural land, 
should be levied in all states. To remove 
agricultural land from the scope of taxability 
altogether, as in Haryana lor example, is 
intcr-sectorally inequitable, and makes it 
impossible for rural local government ever 
to achieve fiscal self-sufficiency. 

(2) The rights of panchayats to land revenue 
arc widely recognised in the sharing provision 
that exists to some degree in all states. But 
because of the inherent tension in a shared 
tax whereby an increase in the stake of the 
local government can only be at the expense 
of that of the levying government, the case 
for transfer of powers of levy to panchayats 
is very strong. The land records will however 
have to remain the property of the state 
government, because these serve the legal 
purpose of establishing ownership rights in 
the absence of title documents. However, 
panchayats should be granted full rights of 
access to these records. 

(3) Transfer of powers of levy from the 
state government to panchayats will give 
them a stake in the redefinition of the tax, 
the yield of which is abysmally low today 
because of the statutory prescription of 
specific rates of levy, unindexed for inflation, 
with a 30-year period between rate revisions. 
Using the same principle as that used in 
constructing compounding/composition 
alternative rates of levy per hectare for the 
agricultural income tax. which is levied in 
eight states on plantation crops, the land 
revenue can be redesigned as a crop-specific 


lahdtaased preemptive levy at present-day 
agricultural yields and prices. 

(4) A state-level technical body needs to 
be constituted, to work out crop-specific 
floor and ceiling rates per hectare, within 
which range panchayats will have the dis¬ 
cretionary latitude to set their rates. Since 
the spadework required for such a redesig¬ 
ned land revenue is considerable, the set of 
crops to which it applies should start with 
a few commercial crops not in the plantation 
set already covered by the state-level agri¬ 
cultural income lax, and be expanded gradual- 
ly over time. Proceeds from the state-level 
agricultural income tax should also be shared 
with those panchayats within whose 
jurisdictions plantations liable to pay the tax 
arc located. 

(3) In the interim period, present land 
revenue rates should be revised and reset at 
their indexed value, using the state-wise 
Consumer Price Index for Agricultural 
Labours from the date at which the present 
rates were sei. At an all-India level, the index 
yields factors of roughly 8. 4 and 2 for 
intervals of 30,20 and 10years respectively. 

Stamp Duty 

(6) Stamp duty on transfer of property 
differs from land revenue in three important 
respects. As an ad valorem levy on a tax- 
base valued tn principle at current market 
rates, it is an important and buoyant source 
of revenue for state governments unlike land 
revenue. The basic levy is not shared, but 
there is an additional duty the revenue from 
which is given to local governments. As a 
result of the high rates of levy inclusive of 
additional duty, evasion through under¬ 
valuation is known to be rampant. This 
configuration calls for elimination of the 
additional duly, and sharing of the basic 
levy, which could increase revenues accruing 
to both state government and panchayats. 
The critical reduction of evasion, which is 
necessary to achieve this, can be ensured 
only if panchayats are given a stake in col¬ 
lections through assignment of revenues by 
origin of collection rather than by formula. 

Seigniorage Royalties and Forest 
Revenues 

{ 7) Panchayats have a right to a share of 
royalties collected by state governments on 
minor minerals and quarried materials like 
sand and granite, and forest revenues. Com¬ 
pensation for resources extracted from 
unculti vable areas by way of forest revenues 
or seigniorage on mining should accrue at 
least in part to the jurisdiction of extraction 
by right, in much inc same way as land 
revenue to cultivated ureas. A reinforcing 
consideration is that many negative exter¬ 
nalities of the extraction process accrue 
locally. Since such areas are classified as 
backward because the income from these 


activities doesnot accrue locally, they receive 
redistributed land revenue from cultivated 
areas, or dualising' grants; it is far bettei 
to assign revenues that are theirs by tighl 
than to perpetuate the handout culture. 

Other State-Level Levies \ 

(8) Exclusion of panchayats from stitip 
level taxes shareable with urban bodiej 
simply because the point of sale of goodt 
produced in rural areas, or the point ol 
purchase or registration of goods consumed 
in rural areas, lies in an urban location, it 
unjustifiable. The motor vehicles tax is ac 
example. It is most usually shared only will 
urban local bodies, because the point ol 
registration of all vehicles including thole 
operated in rural areas, is an urban location^ 
Panchayats have a right to some share of this! 
tax which is a property-based levy on Bid 
use of roads, since maintenance of rurad 
roads is one of their core functions. Sharing! 
with panchayats also removes the justf-1 
ficat ion for the exemption for rural vehicled 
like tractors, which because they are moto*! 
rised, escape the purview of the panchayafjl 
level vehicle lax as well. This is a clear 
example of the kind of revenue additionality 
possible with a restructuring of sharing 
provisions. 

(9) There are other state levies, not 
necessarily property-based, which arc by 
convention shared with local bodies, suck 
as state levies on diesel and liquor. There 
is no inherent justification for sharing ot 
these levies with local bodies, but given that 
they are, the exclusion of panchayats. within 
whose junsdiction some fraction of thediesd 
and liquor is consumed, is inequitable. 

(10) Market fees on the sale of rural 
agricultural produce in designated market 
centres arc not found in all states. Where 
levied, market fees are highly revenue 
yielding, but accrue exclusively to the mandi 
towns where the market centres are located. 
There is a strong case for levying a general 
rural development cess where this is ntM 
already done, and for raising the share ot 
such a cess at the expense of the market fee. 
Collections from the cess by jurisdiction ol 
origin should be placed at the disposal oi 
the District Planning Agency instead of, as 
at present, an independent state-level body. 
Alternatively. ZPs could be permitted to 
levy a local cess, as is the case presently in 
Rajasthan. 

Measures to Improve Own Revenue 
Collecting Capabilities of Panchayats 

(11) Incenti ves for local resource collection 
in the form of matching grants are not recom¬ 
mended, because they do not discriminati! 
between variations on account of revenue¬ 
raising effort and revenue-raising capacity. 

(12) Penalties for default should bi 
specified in the Panchayat Act itself. Possible 
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fstructural solutions to the problem of default 
Icould include a requirement that eligibility 
Sfor all public welfare programmes and bank 
. loans should require a no dues certificate 
!from the GP. Default through dispute can 
! be discouraged by requiring full payment 
[ prior to disputing an assessment. Gap-filling 
j as an approach to state-local transfers will 
: : act as a perverse incentive for local enforce- 
[ ment of compliance. Endogenous pressure 
^against defaulters can be generated only if 
panchayats face a hard budget constraint, 
with grants-in-aid from the state government 
' made only after baseline calculations of 
panchayats* own tax resources, at the speci¬ 
fied floor rates. 

(13) Panchayat levies are most often 
Specific rather than ad valorem because 
valuation is difficult in the rural context. 
Even where ad valorem , as with levies on 
non-agricultural land, the base is unrevised 
for long periods of time. Valuation bases 
should be revised at least every five years, 
as now practised in Kerala. Specific rates 
should be indexed for inflation, as measu¬ 
red by the Consumer Price Index for 
Agricultural Labourers (CP1-AL) for the 
state in question. 

(14) The only taxes on immoveable pro- 
peity within the present fiscal domain of 
panchayats in most states are those on 
buildings and non-agricultural land, but there 
remain states like Uttar Pradesh where taxes 
on neither are leviable. Where such denial 
of empowerment persists, panchayats will 
remain impoverished. There is room for 
extending the coverage of the building tax 
to non-residential structures in those states 
where its coverage is confined at present to 
residential houses alone. Exemptions for 
kutcha structures, and rebates for owner- 
occupation of the kind usual in urban areas 
ait not recommended for rural areas because 
they introduce complications. A low but 
non-zero levy on kutcha structures imparts 
dignity and a stake for all in the performance 
of the panchayat. This should be accom¬ 
panied by much greater progressivity than 
presently exists in the rate structure, by 
levying peninit area rather than per structure, 
and by providing for at least a three-fold 
categorisation of stxuctures along both quality 
and use dimensions. 

(15) New possibilities for property-based 
levies include a developmental charge on 
new construction and a use levy on agricul¬ 
tural pumpsets, over and above electricity 
charges, since pumpsets use ground water, 
a local common resource. 

(16) Eight states empower GPs to collect 
aspecial tax for construction of public works, 
on agricultural land and/or residential struc¬ 
tures, or on adult males. The tax on adult 
males is also payable through a labour 
contribution. It is vital that panchayats should 
be so empowered in all states. The seif- 


sufficiency which Ues at the heart of the 
move towards decentralised governance will 
not be possible without the right to levy 
mission-oriented revenues on an ad hoc basis. 
Project-specific contributions meet with less 
resistance than recurring levies, and confer 
on the local community a sense of ownership 
that will ensure better maintenance. 

(17) Surprisingly, sanitation levies, 
whether for the maintenance of private or 
public latrines are not common, and are 
never obligatory. Empowerment to collect 
sanitation levies, both routinely and on 
periodic events like fairs and festivals, must 
be assigned to GPs in all states. Even though 
user charges on health and education are 
permitted in Bihar, Haryana, Rajasthan, UP 
and West Bengal, charges on students come 
up again the constitutional guarantee of free 
school education for ail. Sanitation and other 
charges for facilities on educational insti¬ 
tutions are however possible. 

(18) Finally, an ad valorem levy on village 
trade could be developed out of the present 
legislative empowerment to levy a fee on 
weekly bazaars and markets. Since the scale 
is most likely to be below taxable thresholds 
at state level, and since agricultural produce 
is in most cases except from state-level sales 
taxation, the question of merger with a state- 
level VAT does not immediately arise. 

Notes 

[The authors wish to thank P M Abraham. O P 
Mothur. M K Miglani, D M Sukhthankar and 
participants at a seminar at the Indian Statistical 
Institute, New Delhi, for very useful suggestions. 
None of them is responsible for any surviving 
errors.] 

1 Another compelling reason is that recent work 
on the principles of devolution has had a 
largely urban focus [Bahl and Unn 1992; 
Bird 1994; even Tanzi 1995]. 

2 The middle rung goes by a number of other 
aliases, such os mandal parishad (Andhra 
Pradesh), janpad panchayat (Madhya 
Pradesh), kshetra panchayat (Uttar Pradesh), 
panchayat union council (Tamil Nadu), 
block panchayat (Gujarat), and taluk 
panchayat (Karnataka). Under the 73rd 
Amendment, the middle rung need not be 
constituted in states having a population of 
2 million or less. 

3 Implying roughly 2.4 villages per GP, 39 
GPs per PS, and 13 PSs per ZP. The only 
official count of the number of bodies at 
each level dates back to 1991, before the 73rd 
Amendment, where there were 2,21,754 
GPs, 5,500 PSs and 371 ZPs (Ministry of 
Rural Development, 1991, Table 5). Those 
numbers excluded states like Meghalaya 
where there were traditional councils of 
village elders in place of panchayats. Goa 
and Kerala had gram panchayats but none at 
middle and upper tiers; otherstates like Orissa 
and Himachal Pradesh had none at district 
level. 

4 The Santhanam Committee, 1963, suggested 
a figure of Rs 1,500, whose present-day 
equivalent works out to Rs 14,000, using the 


conanther price index for agrieulteval 
labourers. However, if an annual provision 
for training of panchayat official* were to be 
added on, the figure of Rs 20,000could easily 
he exceeded. 

5 On the assumption that the existing 
estabtishmentexpenditure per gram panchayat 
is negligible. There are also the additional 
costs of conducting elections to this vast 
number of bodies every five years, as mandated 
under the 73rd Amendment. 

6 The total provision of Rs4,380.93 for the four 
years 1996-2000 was obtained by applying 
a per capita requirement of Rs 100 to the rural 
population at the time of the 1971 Census, 
so as not to penalise those states where the 
family planning programme was effectively 
implemented, although the more sensible 
procedure would surely have been to use the 
absolute rural population of the 1991 Census, 
and split the total among the states in 
accordance with the statcwisc composition 
of 1971. 

7 Even such a limited conception would have 
been difficult enough to implement. Perhaps 
the most intractable problems posed by the 
new tier concern the transfer of personnel 
from the state government to panchayats, the 
problem of transfer of functionaries with the 
functions. 

8 India has a rank of 134 out of 174 countries 
by the Human Development Index. This rank 
is further reduced when gender inequalities 
are taken into account {Human Development 
Report 1995 % Tables 1.2 and 3.1). 

9 There is yet another stream in some states, 
as in Haryana for example, where a rural 
development cess is levied in addition to the 
market fee on rural produce sold in notified 
market yards. The market fee itself is 
earmarked for development of the market 
towns, but the cess is a third stream flowing 
to panchayats by way of a state-level agency 
independent of the consolidated fund of the 
state government. 

10 Not to mention schemes such as the MP’s 
Local Area Development Fund. Even where 
the DRDA has been eliminated, as in 
Karnataka for example, central funds continue 
to flow directly to the district-level panchayat, 
the zilla parishad. 

11 When multiple, independent funding streams 
bear uponasingle policy objective like poverty 
alleviation, one or more of them, most usually 
those reflecting local preferences, have to 
assume a residual, accommodating role to 
those autonomously determined. The recent 
central directive to appoint heads of zilla 
parishads as chairpersons of DRDAs improves 
upon the pre-existing situation, but does not 
eliminate the problem. 

12 Which, like the national finance commissions, 
are henceforth to be established every five 
years. 

13 Panchayats are not entitled to borrow under 
present legislation, either directly from outside 
sources or from higher-level governments. 
However, they are entitled to receive 
donations. This balanced-budget constraint 
placed upon local governments is quite a 
common feature across countries [Tanzi 
1995:16]. 

14 1 am indebted to PS A Sundaram for pointing 
out that to the extent local bodies do not take 
over and maintain water supply and sanitation 
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creating dm WMts, the fiscal burden will 
indeed be exportable u> the stale budget 

15 This venuuns a far more useful conceptua¬ 
lisation than the attempt by Pmd'homme to 
develop a context-free typology of public 
goods by degree of ‘externabihty* For 
example, water production may have either 
high or low externabihty depending on the 
nature and size of the water body tapped 

16 With, however, an unfortunate lack of clarity 
in terms of assignment of subfunctions at each 
rung of the panchayot structure [Rajaraman 
Bagcht 1995] 

17 However, because valuation of property is 
not easy. Tonzi reports that some countries 
assess property values nationally but let local 
jurisdictions determine the tax rate [Tanzi 
1995 28] 

18 Possibilities of exporting the burden of a 
production tax should be similarly limited in 
a competitive environment 

19 For example in Maharashtra there exists a 
notified provision for sharing of seigniorage 
from minor minerals with GPs but this is not 
mentioned in the relevant Act (Table I) 

20 The Tenth National Finance Commission 
was able to obtain official figures tor no 
more recent a year than 1976 77 to amve at 
an across state average foi trjnsteis to 
panchayats of Rs 54 87 per capita at 1992 
9*1 prices 

21 In Kerala and Mahai ashing land revenue 
covers non agncultural land as well 

22 In keiala and Mahaiashtra tlx tax base lot 
land ie\t nuc extends to non agne ultural land 
as well (see footnote 2. lablt 1) 

23 The wording ot the Bihoi Act is ambiguous 
see note 2 Table 2 

24 Alter deduction of 5 pci cent towards a state 
equalisation fund 

25 See lables 2 and 3 and note 23 

26 Neither level in eflccl has any control over 
the total tax burden imposed 

27 Accoiding to figures for the most recent 
ycai fur which estimates are available (1993 
>4) when stale shaics of central taxes are 
included land revenue contributes under 1 
per went At the turn of the century land 
revenue contributed SO per cent of total tax 
revenues of the counny (Ahmed Stern 
1991 IS) 

28 Assam Bihar, Karnataka Kerala, Mohu 
rashtra Orissa, Tamil Nadu and West Bengal 

29 The set of plantation crops has a common 
core across the slates, with some variation at 
the fringes in Karnataka for example it 
includes cardamom, coffee, linaloe, orange 
pepper rubber and tea but excludes arecanut 
and coconut, which are included in Kerala 

30 There are many variations however In 
Kerala for example the levy covers all land 
m the stale including that used for non- 
agncultural purposes, and is stratified merely 
by whether the land falls within the 
jurisdiction of a panchayat, township or 
municipal corporation 

31 This is a standard prescription (see Stot&ky 
and Yucelik 1995 186] 

32 1 he contribution falls to 5 per cent, when state 
shares of central taxes are included 

33 In some states, this additional duty at the 
specified rate is worded as an obligatory GP 
levy, see notes to Table 1 




'unreserved* woodlands which are vented in 
panchayats 

35 Kerala is an exception. 65 per cent of total 
collections ore distributed to all local bodies 
including panchayats, ui proportion to the 
length of metal roads falling ui their respective 
jurisdictions 

36 The recun ing road tax, as distinct from the 
initial registration fee 

37 For example in Haryana, municipalities 
receive amounts ranging from 23 paise to two 
rupees on every bottle of liquor sold in the 
state 

38 The inLome from the 2 per cent market fee 
levied i n the state of Haryana alone was a little 
over Rs 86 crorc in 1994 95 

39 West Bengal does not levy octroi, but has a 
toll on vthides and animals leviable by all 
pan* hayut levels 

40 Interestingly Brazil assigns the right to lax 
urban property to municipalities but retains 
the right to tax rural property at the federal 
levtl apparently because of the fear of 
obstruction b> local interests in rural areas 
(Shumc 1995b 37] This could be a particularly 
justified fear in Brazil, where the Gim 
coefficient of farm si7e distribution is among 
the highest in the developing world [Squire 


1981] 

41 A commonly found exemption in panchayat 
property taxation for vacant structures is 
justifiable only ifihc owners are never resident 
tn the village 

42 This is the classification used in iht Census 
ot India on (he basis ot criteria developed 
by (he National Building Organisation A 
sc mi puctu structure is one where either the 
w alls or the roof are made of pucca materials 
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Natural Resource Management 

Forest Bill Debate 

Ashwini Chhatre 

The debate on the draft forest bill has thrown up issues that have not been clearly addressed by the participants . 
This paper summarises and critically discusses the draft bill the alternative ' people's natural resource management 
bill \ and the debate. 


I 

Introduction 

GROWING global environmental aware¬ 
ness since the early 1970s has informed and 
affected the Indian environmental move¬ 
ment in many ways. The demand for 
conservation of forests for ecological stabi¬ 
lity is largely due to the acknowledgement 
of the fact of the interdependence of various 
units in an ecological system. The state has 
accepted this demand and has continued a 
pretense of being committed to conservation 
for ecological purposes. On the other hand, 
the process of development followed in 
India has necessitated the alienation of local 
people from decisions regarding natural 
resource use. This has not only meant a loss 
of control, but increasingly, it has resulted 
in a depletion in the supply of resources for 
subsistence needs. Nowhere is it as starkly 
manifested as in the case of forest resources. 
The people have been strongly protesting 
against this encroachment on their sub¬ 
sistence base. There also has been a tug of 
war between the central and the state 
governments, along with the respective 
interests that they represent, over the issue 
of forest exploitation. 

Legislation for Conservation 

The interplay of all these factors and 
many more has been going oh for quite 
some time now and has resulted in a spate 
of legislation in the last two decades geared 
towards conservation Lthe Wildlife (Pro¬ 
tection) Act 1972, followed by the 42nd 
Amendment in 1976 whereby forests were 
shifted to the concurrent list from the 
Stale list, the Forest (Conservation) Act 
1980, the withdrawn Forest Bill 1982, the 
Forest (Conservation Amendment) Act 
1988, and the Wildlife (Protection) Amend¬ 
ment Act 1991]. All these acts and their 
amendments went a long way toward 
encoding a broad strategy of conserva¬ 
tion as it was to be put in practice. The 
state went about conservation in the way 
It felt most comfortable: greater control, 
greater centralisation and increasing 


concentration of dcsision-making powers 
at the centre. 

As a logical consequence of this process, 
a forest bill has been drafted and is being 
circulated by the union ministry for environ¬ 
ment and forests (MOEF), to be placed 
before ihe parliament in the coming months. 
The bill is called the ‘Conservation of Forests 
and Natural Eco-Systems Act’, and it will 
replace the prevailing Indian Forest Act 
1927, which till now governed the forest 
management system followed in India. The 
following section of this paper is a com¬ 
bined summary and critique of the propo¬ 
sed bill vis-a-vis the existing legislation 
(i e, the 1927 Act). That is followed by an 
account of the countrywide campaign 
against the dralt forest bill. The next section 
tries to summarise the ‘people’s natural 
resource management bill’, prepared as an 
alternative for discussion by Sheshgiri Rao 
and Madhav Gadgil, while looking at its 
provisions critically. In the concluding 
section, some issues are discussed that 
have emerged out of the debate on the 
forest bill. 

II 

Conservation of Forests and 
Natural Ecosystems Act 

Forest management backed by legislation 
was formally started in India by the British 
in the 1860s. It was primarily designed to 
sustain a regular supply of timber to the 
British navy for shipbuilding and to the 
railways for sleepers. For this purpose the 
British enacted a comprehensive legislation 
to take over large tracts of forests and enforce 
state control for what they termed scientific 
management. However, this process did not 
enjoy any legitimacy and there were 
widespread protests, sometimes violent, 
against the provisions of these laws. The 
most glaring shortcoming of the proposed 
bill is a total ignorance of this historical 
evidence. The bill not only retains all the 
sections of the present act but also proposes 
to add many more sections and clauses, 
giving greater powers to the forest 
bureaucracy. 


Main Features of Bill 

The process of constituting reserved forests 
starts with a notification in the official gazette 
specifying the forest (or any government 
land) proposed to be reserved and appointing 
a forest settlement officer (henceforth FSO) 
to record the claims to rights over such forest 
by the local population. The FSO records 
all such claims in writing and accepts or 
rejects them, in whole or in part, before the 
state government finally notifies the forest 
as reserved under section 20. The process 
for this is recorded in sections 4 to 19. The 
existing act provides for the extinction of 
all rights so granted, for any reason, by the 
state government within five years of the 
notification (sec 22). The draft bill too 
authorises the slate government to declare 
the forest as no longer reserved but with 
the prior approval of the central government 
(sec 27). 

The most important aspect of the new bill 
is the introduction of the concept of‘carrying 
capacity’. The FSO is expected to accept or 
reject any claims to rights over 1 orest produce 
only after taking into consideration the 
carrying capacity of the respecUvc forest, in 
consultation with the presenting officer 
(sec 12). Nowhere in the bill has the concept 
been defined or explained. It has thus been 
left to the discretion of the FSO. Moreover, 
i f the state government thinks that the canning 
capacity as such is being exceeded, it can 
stop the exercise of any or all rights m that 
forest at any time (sec 22 A). Needless to say, 
these provisions will have far-reaching 
consequences on the survival of people 
heavily dependent on forests for their 
subsistence. 

The provisions regarding the second 
category of forests, viz, protected forests, 
have also been retained and many additions 
have been made. This category was also 
created in the Indian Forest Act 1878, and 
was chiefly used to extend state control over 
such forests which might be required to be 
reserved at a later date for commercial 
exploitation. Therefore, the long and detailed 
procedure required to reserve forests has 
been bypassed for protected forests in both 
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the extaiftg net and die proposed bill The 
procedure u quite sample. Before making a 
notification declaring a forest as protected, 
an officer appointed by the state government 
shall record all claims to rights in such 
forests. “Every such record shall be presumed 
to be correct till the contrary is proved" 
(sec 29) In case of both reserved and 
protected forests, no new nght shall be 
claimed over any forest after the initial 
notification declaring the intention to reserve 
or protect the forest has been issued, inviting 
claims to nghts In violation of all known 
legal and judicial concepts, the act and the 
bill empower the state government to restrict 
or suspend the exercise of any or all nghts, 
“whenever fire is caused willfully*', or 
theft of forest produce or grazing of cattle 
“occurs on such a scale as to be likely to 
impenl the future yield of such forest" (sec 
26(3) and see 33(3)) The whole community 
can be penalised for the actions of a few 
individuals 

The chapter on the third categoiy, i c, 
village forests, has been expanded in the bill 
Certain forests, neither protected nor 
reserved, can be handed over to the village 
community to be managed tor their own use 
Such forests were called village forests and 
only one paragraph is devoted to them tn 
the whole of the present act The hill 
however, lists the functions of the 'local 
body* (defined as “panchayat or any other 
local body representing the village ) to 
whom the management of the village forests 
will be entrusted The state government 
shall set up a village forest development 
fund to extend loans to the local bodies 
tor afforestation and other activities 
These loans shall be recovered from the 
proceeds from the sale of forest produce 
harvested from such forests It is not 
mentioned whether the subsistence 
requirements of the local population will 
be prioritised over, or subordinated to. the 
sale of forest produce for the recovery of 
loans 

Joint Forest Management 

These and many other provisions in this 
chapter are a body-blow to the emerging 
concept of joint forest management (JFM) 
as it is being implemented in West Bengal 
and many other states, JFM took shape in 
southern West Bengal in the late 1970s and 
early 1980s, wherein the services of the local 
population were enlisted for the first time, 
in the protection and management of forests, 
m exchange for usufruct nghts over forest 
produce for subsistence needs. This can be 
seen as an indirect acknowledgement of the 
nghts of people over forest produce by the 
forest bureaucracy as also of the realisation 
that after decades of indiscriminate 
exploitation of forest resources at the expense 

1 Ec °w>mfc mtfJtaUtfeal Weekly Mav 4. 


of the people, the forest department cannot 
regenerate forest lands without co-operating 
with them 

The JFM experiment has been very 
successful in West Bengal in regenerating 
degraded forests Over the last six years it 
has spread to many other states MOEF and 
15 stale governments have promulgated 
resolutions encouraging the involvement o( 
local populations in a manner similar to the 
experience of West Bengal, to protect and 
manage forests However, the proposed forest 
bill goes back on all these developments and 
does not even so much as mention JFM 
Moreover, the bill has provisions (hat will 
act as disincentives to forming village forests 
asamodtficdformofJFM The bill empowers 
state government to take back the manage¬ 
ment ot village lorcsts from the local body 
if it thinks that the latter is unable to manage 
(he forests according to the management 
plan prepared earlier (sec 43AA i(j)). h 
further slates that any beneficiary of a village 
forest shall be ineligible to claim nghts to 
any reserved or protected forest (sec 15(3) 
and see 29(6)) 

Finally the bill says that the village forests 
cannot be t on st 11 uted out of reserved forests 
This provision rules oul JFM as a viable 
alternative, as majonty of the forests in our 
country are reserved As if this were not 
enough the slate government has the powei s 
under the bill to make rules lor the 
protection development, management and 
regulation of access of individuals or 
communities to a village forest and 
distribution of usufructs and fuelwood 
from such forests and "may prescribe the 
manner in which the management plans 
for such forests shall be prepared and 
executed how the village forest develop 
ment fund shall be utilised and the loans 
advanced shall be recovered, and also ‘how 
duties and responsibilities of individuals 
or ihe (local) body shall be discharged' 
After making a pretense of giving over 
forests to village bodies, the bill gives the 
state government sweeping powers to 
make rules regarding them (sec 76 t2)e) 
The bill incorporates social forestry but 
in fashion geared to increasing slate control 
over all aspects of forest management It 
provides for registration of tree growers on 
private land, with the DFO (sec 38A) and 
separate urban and rural tree aulhonty to 
monitor and regulate the use of trees by non- 
registered individuals (sec 38GH) It the bill 
has its say. anybody felling any tree or 
cutting any part thereof or even removing 
dead or fallen trees, will need permission 
from the tree officer under the tree authonty 
(sec 38GVI) This prior permission for fel¬ 
ling and transportation is mandatory for 
registered tree growers as well But they 
have been offered other benefits They may 
seek financial or technical assistance. 
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subsidies, etc, from the slate government, 
and most importantly, “any land which is 
used by the owner for the purpose of 
plantation of tree species or for raising 
grass and other fodder shall be deemed to 
be plantation forest and shall not be inclu¬ 
ded in his agricultural landholding for the 
purpose of ceiling laws" (sec 38D) 

Shiiting Cultivation 

Provisions relating to the regulation of 
shifting cultivation have also been drastically 
expanded and a detailed procedure worked 
out with a view to eradicating shifting 
cultivation as far as possible Dislike for the 
practice of shifting cultivation dates back to 
the British penod, and there are numerous 
instances of colonial bureaucrats condem¬ 
ning it as wasteful of forest resources, 
inefficient and ecologically destructive and 
calling for a ban on it In fact the colonial 
forest administrators did come down heavily 
on tl and many communities were forcibly 
settled This epidemiologial approach 
towards shifting cultivation has continued 
in post-British India, with the result that 
now the practice is restricted mostly lo the 
hills of the north-east The bill proposes to 
constitute a new category of forests called 
agro forests where shifting cultivation is 
being practised 

Fori-st Om nces, Pfnai ties and 
Powfrs of Officials 

All the procedures detailed in the existing 
act have been retained m the draft bill and 
many more have been added The existing 
act allows any forest or police officer to 
make an arrest without warrant or orders 
from a magistrate, if reasonable suspicion 
exists that a forest otlence has been 
commuted or is going to be committed 
the bill, the same powers have been exten¬ 
ded to a revenue officer as well, and in¬ 
cludes the power of detention besides arrest 
(sec 64) The undefined powers of these 
officers in the present act to interfere for 
the purpose of preventing a forest offence 
from being committed have been streng¬ 
thened in the bill The assistant conservator 
of forests, or an officer authorised by him, 
“may break into any place at any time, by 
day or by night’, “break open any lock of 
any door or remove any obstacle to his 
entry into such place * if ‘ he has reason to 
believe, that an offence under this act has 
been committed, is being committed" in 
that place He may do this “with the 
assistance of any person whose assistance 
he may consider necessary” (sec 66A), 
Need one say more } The state government 
may invest any forest officer with the 
powers of a civil court to compel atten¬ 
dance of witnesses, to issue a search warrant 
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or to hold an enquiry into forest offences 
(sec 72). 

Thechapteron ‘powers of forest officers’ 
also says that no forest officer will trade 
in timber or any other forest produce. 
However, a forest officer cannot be 
prosecuted for anything done in good faith 
under the provisions of the bill. In any case, 
“no court shall take cognizance of an 
offence under this against any officer unless 
a report in writing is made by an officer 
or authority competent to remove him from 
office” (sec 74). 

The bill also provides for stiff penalties. 
If anybody sells or baiters any forest produce 
over which he has a bona fide right for 
domestic use from a reserve forest, he is 
liable to be fined up to Rs 2,000. For other 
offences in reserved forests, fines up to 
Rs 10,000, imprisonment up to three years 
or both is prescribed. However, if the value 
of forest produce illegally removed or the 
damage caused exceeds Rs 10,000, “the 
minimum fine shall not be less than 
Rs 25,000, and may extend to Rs 2,00,000, 
and the terms of imprisonment, which shall 
be mandatory, shall not be less than six 
months and may extend up to five years”. 
Penalties for all offences in all kinds of 
forests have been increased (Chapter XII- 
A, sec 78). Even private lands have not been 
spared. Any person felling or removing any 
tree from private land without permission 
from the tree officer is liable to a maximum 
fine of Rs 5,000. Anyone who fails to give 
information about a forest offence to any 
government official, to prevent or to help 
in preventing any forest offence from being 
committed, “shall be liable to forfeit all 
rights, privileges or concessions that he may 
have enjoyed in the reserved protected or 
village forest...” As previously mentioned, 
the state government has the right to restrict 

suspend the exercise of any or all rights, 
if contravention of the provisions of the act 
are taking place. 

Central and State Powers 

The tussle between the central and state 
governments over forests since the early 
1970s is reflected in the bill, in the form of 
almost total control over forest affairs by the 
centre. While the constitution placed forests 
m the state list, it was shi fted to the concurrent 
list by the 42nd amendment during the 
Emergency (1976). After that the centre has 
enacted the Forest Conservation Act 1980 
and its amendment in 1988, both designed 
to give the centre greater powers in matters 
regarding forests. The 1980 act required 
the state governments to seek permission 
from the centre before dereserving any 
forest or for any non-forest use. The 
amendment defined non-forest use after state 
governments had blatantly diverted forest 


Ihnd for tea^cofiee, rubber, palm-oil dnd 
coconut plantations, in the absence of any 
clear-cut definition of non-forest use. The 
proposed bill takes the process even further 
by granting the central government almost 
decisive powers in matters relating to 
forests. 

The central government can direct the 
state government to constituteeitherreserved 
or protected forests wherever it deems it 
necessary (sec 3(2), 29(2)). In case of 
directions for reserving forests, if the state 
government has not done so, the centre can 
“direct the stoppage of all exploitation by 
the state government in the area in question 
(sec 27 A). The central government has also 
taken over the power to levy a duty on timber 
and other forest produce from the state 
government (sec 39). The central government 
can also now monopolise (nationalise) the 
trade and transportation of any or all forest 
produce (sec 40A). Previously this power 
was vested with the state government. Now 
the state governments are required to take 
permission from the centre before granting 
a licence to any industry for extracting forest 
produce or for supplying forest produce to 
industry (sec 40A1). In addition there are 
detailed provisions regarding sandal and red 
sanders trees and their theft and inter-state 
smuggling (sec 40EI-VII1). 

Most important, the centre has taken over 
the power to make rules on almost every 
aspect of forest management (sec 76A). Even 
the 1894 forest policy resolution, while 
elaborating the principles of forest 
management, said that “the detailed 
application of these principles must depend 
upon an infinite variety of circumstances 
which will have to be duly weighted in each 
case by the local authorities, to whose 
discretion the decision must be left”. The 
centre will bulldoze all such “variety of 
circumstances”. “Where rules framed by the 
central government and the state government 
are in conflict, the former shall prevail” 
(sec 76 (3)). This in turn means that in 
situations of local conflict, the state 
government can plead helplessness before 
the central rules, and the bargaining power 
of local communities vis-a-vis local 
governments will be adversely affected. 

Summing Up 

The bill continues the growing centralisa¬ 
tion of decision-making inall matters relating 
to forests. The central government is taking 
over the powers of the states to make rules 
according to local needs and circumstances. 
Greater centralisation will mean that local 
organisations and localised movements will 
no longer be able to pressurise or bargain 
with the state governments. 

Another aspect of the bill is its attempt 
at institutionalisation. New categories of 


have been created, 

will be constituted where shiftingcultivation 
is being practised. Tree-growers on private 
lands will have to register themselves with 
the DFO. All trees and forest produce on 
private land not so registered, will be 
governed by the ‘tree authority’. Bureaucrats 
and lower officials, therefore, have greater 
authority and control at every stage. 

In respect of reserved and protected forests, 
the procedures have been made even more 
complicated and arbitrary; the rightsof people 
have stayed where they were. No mention 
has been made of rights over forests settled 
long back. But now the population, and 
therefore the rightful claimants, have 
increased. These people are already enjoying 
de facto rights, mostly by paying bribes to 
the forest guards. There has been large-scale 
’encroachment' on forest land also mainly 
due to the growing population. Many of 
these encroachers have been cultivating these 
lands fora long time now. This phenomenon 
has been summarily dismissed in the bill by 
preventing diversion of forest land for 
'rcgularisation of unauthorised occupation”. 
In this respect, the proposed bill is an amazing 
document, in that it refuses to acknowledge 
the phenomenal changes in the ground 
realities. 

The bill even goes back on all attempts 
by the central and state governments to 
change policies according to local 
circumstances and to accommodate the 
growing pressure to involve people in the 
protection and management of forests. It 
was first emphasised in the national forest 
policy resolution in 1988 and was followed 
by the central and state governments' 
resolutions on JFM. The bill not only does 
not mention any such thing, but also further 
reduces the space available to state 
governments in implementing the JFM 
resolutions. 

Ill 

Campaign against Draft Forest Bill 

In response to the draft bill, many 
organisations from all over the country came 
together and started a process of debate 
about the provisions of the draft bill, to move 
towards a consensus on the nature of a forest 
law in India andastrategy of action regarding 
the draft forest bill. The campaign was loosely 
co-ordinated from New Delhi, and the 
country was divided up into seven zones on 
the basis of common problems regarding 
forests or in terms of contiguous areas. It 
was decided to discuss the draft bill first 
among the NGOs of a district or two, 
progressingtowardsfegioiial«state and zonal 
meetings. At the zonal meetings, six 
representatives of the zone would be selected 
to participate in the national workshop in 
New Delhi. Fortunately, foroncethisprocess 
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Wat acknowledged by the ministry of 
environment and forests After initial 
dension, followed by hesitation, the ministry 
agreed to fund the zonal and national 
workshops 

The terms of the debate, however, remained 
unclear As a result, some groups discussed 
the bill as a fait accompli and restricted 
themselves to suggesting amendments to it 
This feeling was strengthened by Sharad 
Kulkarm’s EPW article, wherein he 
welcomed the bill as a positive step and 
called lor pressurising the ministry with 
concrete suggestions Thus, in turn, alienated 
some ot those who disagreed with the form 
and content ot the bill completely and wanted 
to oppose it This contusion also spilled over 
into the national workshop initially It 
hampered an infoimed debate over the issue 
ot toreinost management and control which 
was central to the tores! bill 
The campaign and the meetings however 
did provide primal y information about the 
bill to a very laigc number ot groups all over 
the country Many new groups were exposed 
to the issue tor the lirst lime and the danger 
unwell as the absurdity ot a draconian central 
legislation on forests to local operations of 
NGOs was perhaps leahscd by a substantial 
number or groups Ihe critiques ot the bill 
were translated into local languages and 
some ot them were circulated right down to 
the village level To * limited extent the 
vernacular press also picked up the issue in 
the south and the cast 
The opening session of the national 
workshop in New Delhi on October 25 28, 
1994 was attended by Kamalnalh the 
minister for environment and lorests anJ 
M F Ahmed the inspector genet al of forests 
On repealed queries the minister conceded 
that the draft bill is under consideration but 
it is only one of the documents before the 
ministry His song on NGO mvol vement did 
not hold water as even the draft bill was 
not given to NGOs tor comments as 
Kamalnath was trying to insinuate bur was 
leaked out of the ministry The minister 
was, however, cornered into deputing a 
DIG to liaison with the NGOs making 
representation on the drali bill 
The dratt bill was discussed on the first 
day along six themes anJ the assembly 
rejected the bill on all counts A resolution 
was drafted denouncing the bill as anti- 
people and undemocratic and was 
unanimously approved 
Meanwhile, Shcshgiri Rao and Madhav 
Gadgil of the Centre lor Ecological Sciences, 
Indian Institute of Science, Bangalore, had 
drafted a 'people'sbiir named the 'People's 
Natural Resource Management Bill* The 
bill was presented to the participants by 
Sheshgiri Rao and the principles of this bill 
weie discussed in the remaining time The 
workshop wound up after deciding to (IT 


take the resolution rejecting the draft forest 
bill to the villages and ratify it before sending 
it back to the ministry, and (2) prepare an 
alternative draft bill by taking the debate 
further and taking the 'people s bill' as a 
starting point 

After the workshop there have been many 
meetings and the contusion has continued 
It was, tor example, not clear wncther a new 
bill was to be drafted section by section or 
just principles were to be discussed, which 
would later be translated into legal language 
by professionals Also there were local 
priorities and other commitments and these 
took some attention off the issue The step 
from rejecting the draft bill to formulating 
principles for a new one was difficult for 
most ind the confusion only served to delay 
any potential action Right now it seems that 
two parallel processes are taking place The 
drafting ot an alternative was taken over by 
the south rone groups, and they are 
proceeding with it leading up to another 
national workshop in Hyderabad in March 
On (he other hand some groups in the western 
/one are working on section Dy section 
amendments to the government dratt-a 
position taken earlier by Kulkamt 

IV 

People’s Natural Resource 
Management Bill 

The people s bill as it was called and will 
be referred to here is a draft for discussion 
and as emphasised by the authors themselves 
requires a lot of improvement and maybe 
major changes However, tor the first time 
someone has attempted to address the theme 
ot people s control over management of 
natuial resources and tried to work out an 
institutional mechanism to operationalise it 

Twi Premise 

The natural resources on which the people 
are dependent for their livelihoods will be 
controlled and managed by the people 
themselves The lowest unit of management 
and control will be the next highei social 
unit above the household be it a village a 
hamlet or just a settlement This unit will 
have absolute collec live right overall natural 
resources m its area of operation and it will 
be a property right This unit will be 
responsible for the management of natural 
resources for the livelihood requirements of 
all ts constituents (including future 
generations) in an integrated and sustainable 
manner This must be done in a democratic 
framework Which will have to be 
participatory rather than the representative 
form presently in operation at the panchayat 
level Needless to say, it is believed that this 
unit iscapableof performing this task, maybe 
with a little supp »rt The bill proposes two 


basic systems of management of itattttsf 
resources, a supply regime for fulfilling the 
natural resource demands of the people and 
the economy at large, and a safety regime 
"focusing on provision of ecosystem services 
and conservation of bio-divcrsity This 
division into supply sites and safety sites, 
if properly designed, will ensure provision 
of basic needs as well as conservation of bio¬ 
diversity 

I ns nit iionai Mechanisms 

The primary unit for management will be 
the gram sabha* which will elect/nommate 
members to the village natural resource manage¬ 
ment committee (henceforth VNRMC or 
VC) The next higher bodies will be at the 
panchayat, taluka/janpad/block/tehsil/ 
mandal, distnet, state and national levels, 
formed from representatives from the next ‘ 
lower body and the parallel representative 
bod) (e g panchayat, zilla panshad, 
legislative assembly and the parliament) 
These higher bodies will also co-opt 
representatives of NGOs and research 
institutions as well as local people 
knowledgeable about the natural resources 
ot the region Besides these, whenever 
resource catchments ot two or more VCs 
overlap a regional federation of VCs (RFN) 
will be formed consisting of presidents of 
constituent VCs and a representative each 
from the nature protection squad and local 
NGO to ensure co-ordination and close co¬ 
operation among its members 
The gram sabha will be chaired by the 
president ot the panchayat The members 
eligible for election to the VNRMC must be 
permanent residents of the village and 
existing members of panchayati raj 
institutions stale legislative or co-operative 
institutions shall not be sclcctcd/elected as 
VC members They also should not hold 
any transferable jobs either m public or 
private sector The logic of disregarding 
co operative members is unclear, as m many 
states and in most tribal areas inhabitants 
are automatically members of many co¬ 
operatives at the same time (forest 
oe\ elopment co-operative, civil supplies co¬ 
operative dairy co-operative etc) 

The constitution of the VC is basically the 
same for both the supply sites as well as the 
safety sites All lands waters and htetorms 
in it “including intellectual property rights 
pertaining to knowledge of conservation 
and usage shall be deemed as the collective 
property ot the village community There 
are differences in the matter of delimitation 
ot boundaries preparation tnd imple¬ 
mentation ot management plans, and 
administration especially in terms of 
prevention of environmental offences' 
The boundaries of supply site VCs will 
be defined by the panchayat NRMC 
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(henceforth panchayat level committee or 
PC) and taluka NRMC (henceforth taluka 
level committee or TC) with NGOs and 
concerned VCs. ‘To the extent possible, 
revenue boundaries shall be used for this 
purpose”. The task of delimiting safety sites 
within a state, shall be carried out by the state 
government and across states by the central 
government. However, “in demarcating such 
territories, watershed approach and natural 
boundaries are to be followed to the extent 
possible”. Moreover, VCs of safety sites will 
be “federated to RFNs (equivalent to TCs) 
based on watershed boundaries with clear 
natural demarcation”. 

VCs of both regimes are to prepare 
management plans concerning all public 
lands and waters and “also certain aspects 
in the development of private lands as agreed 
in the gram sabha” The plan will also identify 
areas for conservation action and suggest 
measures to promote and conserve bio¬ 
diversity in both public and private lands 
'and waters. The plan will only be 
implemented after approval of the gram 
sabha, PC and the relevant RFN. In supply 
sites, the PC will incorporate the VC plans 
into an integrated plan for the panchayat. 
which will then have to be ratified by the 
higher body as well as the VCs. For safety 
sites the individual plans of the VCs will be 
finalised by the ‘safety site authority’ (SS A). 
This will be a body equivalent to the DC 
in its powers and will be formed out of RFNs 
like the DCs. The implementation of the 
plans in safety sites will be done by the 
existing line departments to be assigned to 
them by the SS A. VCs can take up the works 
themselves “upon obtaining a written 
request”. 

“There shall be a fund called VNRMC 
Fund” and it shall receive money from 
the “sale, auction and appropriation of 
benefits from the property in its territory”, 
and “from certain taxes levied and fees 
decided by it”. It will be allotted funds, 
disbursed through the DCs, against the 
management plan, called component M. 
Besides, funds shall also be allotted to DCs 
based on their performance vis-a-vis 
conservation of bio-diversity, out of the 
national bio-diversity fund. DCs will 
disburse this money to VCs according to 
their performance. This shall be called 
component C. “Further allocation of funds 
to VC management plan shall depend on 
the evaluation of performance by the 
monitoring committee”. 

The process of documenting the status ot 
natural resources and bio-diversity within 
the territory of the VCs shall be initiated by 
the PC and shall include VC members, 
students, teachers and other persons 
knowledgeable about the atea. Such a 
benchmark survey shall be augmented with 
information on socio-economic conditions 


and resource-use pattern in a format 
prescribed by the DC, and maintained and 
regularly updated as a community register. 
Besides, the VC can design operational 
rules for the use and conservation of natural 
resources, monitoring and implementation 
of the management plan and prevention 
of “environmental offences”. It can 
appoint necessary staff for this purpose 
out of VC funds and seek help of the 
'nature protection squad'. This will be 
formed by the DC by recruiting “from the 
existing staff of slate forest departments 
depending on its requirements”. “The 
control over such squads shall be shared 
between the DC and the FD.” These squads 
shall ensure that DC norms are followed 
by all the lower bodies, and its primary task 
is to assist VCs in the prevention of 
environmental offences. 

Critique 

The people 'sbill tries to address t he cruci al 
task of conceptualising a pcople-ccntrcd 
system of management of natural resources 
in an integrated and sustainable manner. It 
recognises that local communities are the 
only agency for operationalising this system. 
However, there is some confusion and 
contradiction in its provisions that will need 
to be cleared up. 

(1) The bill assumes, and rightly so, that 
the system operates m a market economy. 
This implies working out the economics of 
the provisions ot the bill in the light of 
existing experience. Component C. designed 
as a reward to VCs for maintenance of high 
levels of bio-diversity, is a case in point, It 
assumes that communities are presently not 
maintaining bio-diversity due to an absence 
of economic rewards, or at least that they 
will do so if provided with one. On the 
contrary, loss of bio-diversity is a direct 
fallout of the marketisation of natural 
resources as well as the short-term gains 
available through monocultures which have 
been promoted in the dominant development 
paradigm. Bio-diversity will be maintained 
only if it is organically linked to the survival 
of the individual as well as the community. 
On the other hand, component C is 
determined solely on the basis of VC 
performance regarding bio-diversity 
conservation. It is possible that gains to the 
VC through activities that might adversely 
affect bio-diversity far outweigh the 
opportunity cost of forgoing component C. 
Second, typically in a group of communities 
in a given resource catchment, some have 
a specific activity related to a particular 
resource, acknowledged by tradition. For 
example, certain hunting-gathering-fishing 
communities sold minor forest produce such 
as herbs and gums in the market in exchange 
for commodities such as salt, clothes, etc. 


The sustainability of JtMi extraetfc* wet 
not because of the pricing so much as the 
restricted access to the resource. With 
market penetration, prices of such MFPs 
appreciated, with the result that it became 
profitable for other communities to exploit 
this resource for the market (as against 
subsistence), leading to over-exploitation 
and sometimes extinction. The market as 
an agency promotes the tendency to 
specialise - exactly the opposite of local 
diversity. 

(2) The bill completely bypasses the 
concerns of equity and the dangers of 
collective rights without ensuring equitable 
access. The hegemony of the dominant 
castes and/or classes over access will only 
lead to a greater disparity resulting in 
marginalisation of the resource-poor, 
especially in a market economy. 

(3) The bill proposes to encourage 
maintenance of high levels of bio-diversity 
in the supply sites and value addition and 
cottage industries in the safety sites. If this 
is to be so, then the logic of constituting 
safety sites becomes invalid. In the bill, 
salcty sites arc to be carved out of existing 
protected areas, which have been justified 
in the name of bio-diversity conservation. 
The bill also emphasises in situ conservation 
of hio-divcrsity elements. One wonders if 
there is any other way of conserving bio¬ 
diversity. 

(4) The concept of a resource catchment 
is very broad and cannot be del ined precisely 
for a unit as small as a hamlet oi a village 
The superimposilion of revenue boundaries 
on socio-ecological space will render the use 
of this concept invalid. Moreover, different 
communities even within a village will have 
different resource catchments which might 
require intra-community linkages across 
villages. Deep-sea fishermen, tanners, 
potters, bamboo workers and communities 
making grindstones are examples of 
communities having not only resource- 
specific catchments but also providing 
specific services to multiple communities as 
well as villages. Giving these communities 
control over resources on which they are 
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dependent wilt require association of 
members across VC*. 

(5) The issue of tribal* and non-tribal* is 
also very confusing in the bill. It seems that 
the authors assume the safety sites as the 
same as tribal areas with the non-tnbals on 
the periphery Tribal* are referred to only 
in the context of safety sites (“The units for 
formation of VNRMC shall be tribal 
settlements, hamlets and revenue villages**, 
“The VNRMC shall be nominated by people 
of tribal setilement/vtllage ”, “ keeping 
in mind the interests of both tribal* living 
in the interior of such patches and non- 
tnbals at the periphery'*) Does this imply 
that safety sites shall be constituted only 
in tribal areas 7 Also, the assumed 
correlation of low population density-high 
forest cover areas to high levels of bio¬ 
diversity completely ignores the dmintshing 
diversity in agnculture and the need to 
conserve it As mentioned earlier, the impact 
of the green revolution cannot be undone 
by any cost-effective system of positive 
incentives 

(6) The bill starts with the premises that 
the model of democracy will be participatory 
instead of representative However, alter the 
gram sabha has elected the VC, all higher 
levels are representative bodies with many 
ex-officio members There also seems to be 
a greater centralisation of information relating 
to bio-diversity 

(7) The concept of rewards/enjoyment of 
property rights to be a function of continuing 
good performance as well as maintenance 
of high levels of bio-diversity as a check 
needs to be worked out carefully It could 
be compared to the concept of carrying 
capacity, Introduced in the draft forest bill, 
and could prove to be equally dangerous 

(8) Groundwater would prove to be a 
tncky resource, since the same aqui fer serves 
a large area or is used mostly tor commercial 
or cash-crop agnculture thus making it 
difficult to curb over-exploitation through 
community discipline Moreover, VC inputs 
into its conservation or upgradation will be 
impossible to determine and therefore 
reward This would also be true tor 
regenerated streams, prevention of soil- 
erosion, etc Sometimes, VC action might 
benefit non-VC members, for which the VC 
might demand payment, thus complicating 
the issue further. 

(9) The bill takes a radical position 
regarding people and natural resources but 
along the way tries to incorporate elements 
of the existing system, possibly to make 
it sound middle-of-the-road, creating space 
for a dialogue with the status quoists The 
functions of the DC are exactly similar to 
what in some states today exists as the 
district development council-a body ol 
representatives from all line departments - 
to co-ordinate development programmes 


The responsibility of imptaneiitation of the 
management plans tn safety sites seems like 
a concession to the forest department which 
today controls all activities in protected areas. 
The PCs will prepare management plans, 
make rules to operationalise it, implement 
it and monitor progress besides disbursing 
funds and appointing necessary staff, etc In 
that case, the panchayat becomes obsolete 
But it is not proposed to be replaced by the 
PC in the bill 

V 

Concluding Observations 

The campaign against the draft forest bill 
and the resultant search tor alternatives has 
raised important questions regarding the 
manner in which forests must be viewed 
However a lack of clanty over certain 
issues has resulted in a lot of conkision, 
and a resultant lack of focus, so crucial an 
element to any campaign This is an attempt 
to identity these grey areas in the forest bill 
debate 

Conceptual Aspects 

One of the chief criticisms of the forest 
bill is centralisation Looking back at the 
last 23 years, it is not at all surprising, all 
legislative measuress related to forests since 
then have concentrated decision-making at 
the centre, and the bill takes the process 
to us logical conclusion. However in the 
search for an alternative system, there seems 
to be a general agreement in the DFB debate 
that the alternative bill, since it is an 
alternative to a central bill, shall necessarily 
have to be central The question that probably 
needs to be asked is whether we need central 
legislation as comprehensive as the draft 
forest bill at all 7 Since there is a general 
agreement that centralisation will restrict the 
scope to experiment with mechanisms 
appropriate to the diverse eco-regimcs 
existing in India, any strongly prescriptive 
central law will be inimical to adaptations 
to local variations, because being a subject 
on the concurrent list, a central law will 
have primacy over state laws The other 
alternative of a broad central law, consisting 
of guidelines or principles along which 
forests should be managed, giving a wide 
framework within which states could be 
required to enact comprehensive legisla¬ 
tion, has not even been considered The 
issue is central to the campaign because 
that will determine the precise sites tor 
pressure groups to operate. With the Indian 
union of states acquiring an increasingly 
federal look in practice, characterised by 
strong opposition-ruled suites and a not- 
so-strong centre, it might be more fruitful 
to pressunse the state governments than 
the centre 


There is a near consensu* in the discussion 
on the alternatives that the basic unit of 
forestmanagement is tobe the'community*. ; 
The nature of this community needs to be 1 
explored First, there is no doubt that local 
control and management of forests is die , 
only meaningful reconciliation of the alleged 
dichotomy between ecological degradation 
and livelihood requirements, and village- 
level institutions need to be conceptualised 
and experimented with for the puipose. The 
'community* in sociological/anthropological 
discourse has primarily been discussed as 
a unit with close inter-linkages characterised 
by co-operative and collective action But 
it is basically a unit for survival Super¬ 
imposition of this unit over management of 
forests is problematic Forest management 
will mean two things, one, investment of 
funds for the regeneration of degraded 
forests, and two handling of marketable 
surplus A 'community' is inherently 
incapable of handling these two tasks. At 
least the latter one is characterised by caste 
and class linkages, more than the extended 
'community' (especially within the village)* 
The 'community* in the discourse on 
collective action has also been idealised and 
idolised from the tribal and/or traditional 
communities It is important to look at social 
formations from that point of view, precisely 
for possibilities of collective action, but one 
should also be wary of confusing the concept 
with the real situation of these communities. 
Modernisation, accompanied by ever 
increasing market penetration, followed 
logically by ecological degradation, has 
wrought havoc on precisely those aspects 
of these communities which are oriented 
towards sustainable utilisation and 
i ollective management of resources Today, 
we arc assuming that the same battered 
communities are going to reconcile the 
dichotomy between ecological destruction 
and sustainable livelihoods, operating hi 
the same market system on decidedly 
adverse terms at the local, natum.il and 
global level It is also important to evaluate 
the performance of similar communities 
where they have been given powers to 
manage their own affairs The experience 
of tribal village autonomous councils/ 
district councils in the north-eastern states 
is illuminating 

The debate on the DFB and its alternative 
also accepts in principle the administrative 
boundaries through which the state operates 
and exercises control over natural resources. 
The pattern of division ol states into districts 
and further down up to the panchayat and 
village level can be traced back to a revenue* 
oriented design rather th<ui an ecological 
one The reference to forests as 'wastes' by 
colonial administrators in the early 19th 
century refers to the lack ot revenue from 
these lands The primacy of revenue- 
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^ 0 x 1 in delimiting village boundaries 
tost cases been at the expense of the 
Ecological boundaries that these 
^'communities' followed. These have now 
^become “socio-ecological communities in 
1 ion-ecological space*’. How, then, are these 
immunities living in non-ecological space 
)y design, going to manage their resources 
dong ecological principles? 

Property has been central to the system 
>f state administration through legislation - 
more so in modem times. The state thrives 
m taxes, and these are primarily connected 
tosorne form of private property. Historically, 
the state could generate revenue from land 
only after it granted rights to exploit that 
land to some individual, be it a zamindar 
or a ryot. A proprietary right, in this way 
of conceptualising it, is inherently linked 
to generation of revenue for the state on 
one hand, and on the other, to exploitation 
of the property by the right-holder. 
Therefore, if a right to graze cattle in a 
forest is granted, it is usually on an 
, individual basis, restricted to individuals 
* paying land revenue and mostly pro¬ 
portional to it; the state gets revenue on a 
per cattle basis and the right holder can graze 
his cattle to his or their hearts' content. The 
alternative to the draft forest bill is centred 
around a ‘community’ which has a 
proprietary right over its natural resources. 
This raises fundamental problems because 
of the way in which a proprietary right has 
been conceptualised. Of course, there are 
instances where village communities have 
been given proprietary rights over forests, 
but these have been exceptions. The 
character of a community property right 
needs to be explored in greater detail, 
especially with regard to the revenue aspect, 
and the difference between a sense of 
ownership (and the resultant sustainable 
management practices) and a proprietary 
right as it is understood by the state, needs 
to be clarified. 

Operational Aspects 

The campaign against the forest bill has 
invariably been clubbed together with 
different but related issues in most parts of 
the country. There is no doubt that regional/ 
local issues are as important as the draft 
forest bill, but in this case it has resulted in 
the campaign losing its focus at the national 
level. For example, the focus in HP is 
natural resource management, in AP it is 
JFM, in Tamil Nadu it is drought 
eradication, in Karnataka it is leasing out 
of forest lands to industry, in the western 
region (western Maharashtra and Madhya 
Pradesh, Gujarat and south Rajasthan) it 
is tribal autonomy, etc. This has happened 
probably because of a lack of clarity about 
sites for pressure and therefore it has been 


tagged to some issue of immediate local 
significance. Being a central legislation, 
state governments were not targeted 
anywhere, quite a self-defeating strategy. 
All that the campaign has done is to get 
a large number of concerned people 
toegether. Most of the pressure was limited 
to letters to the minister of state for 
environment and forests. Surprisingly there 
has been very little mobilisation at the 
grass roots level directly against the forest 
bill even after the realisation of the 
draconian provisions of the bill, and 
considering that central legislation on 
forests will directly affect the livelihoods 
of upwards of 400 million people. 

The politics of control over natural 
resources is being arbitrated bv the various 
interest groups through the state. Therefore, 
both at the operational level (the MPs 
have to vote against the bill in parliament) 
as well as in tdcologial terms, the issue 
of the draft forest bill is a political one. 
Five states elected new assemblies in 
November 1994 and five more will do so 
by May 1995. The forest bill has not been 
reported to be an issue even remotely in 
any of these elections, even in one 
constituency. There is very little evidence 
of the local politicians being involved in 
the campaign. Over the years, an unhealthy 
disrespect for our politicians has set in. 


etpodrily for theMLA orbdkw, However, 
this is a category of people that is definitely 
more responsive to pressure from below 
than those whom the campaign has been 
addressing so far. Unless the campaign 
addresses local politicians, it is likely to miss 
out on an important and influential pressure 
site. 

Over-confidence and complacency seem 
to have permeated the campaign against 
the forest bill - over-confidence, that the 
resistance demonstrated so far is enough 
for the centre to retreat from the draft bill, 
and complacency that the centre will not 
try to push the bill through in the near 
future. In reality, the centre is not pushing 
it only because of an uncertain political 
environment and the belligerent mood of 
the opposition rather than because of any 
resistance to the draft forest bill. 

It might be more fruitful to pressurise the 
respective state governments to initiate a 
public debate on the issues that are relevant 
to the state in the draft bill. This could be 
a starting point for the inclusion of local 
politicians in the debate. A broad-based 
consensus at the local level is crucial to the 
campaign if people are to be effectively 
mobilised for the purpose Otherwise the 
campaign shall remain restricted to elected 
or self-appointed representatives of the 
people. 
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Politics of Defence 

Chinese White Paper on Arms Control and Disarmament 

G P Deshpande 

For China the tunes of namtng imperialism are gone , perhaps jor ever As underscored by the White Paper on 
Arms Control and Disarmament released by the country* s State Council , the right defence policy for China is now 
seen to consist in reminding the dominant powers that China knows the name of the game, which ts power But if 
power is the new logic , can hegemonism be far behind 7 Some people and states in South and Southeast Asia are 
bound to raise this question 


ON November 16, 1995 (he Information 
Office of the State Council of the People's 
Republic of China issued a White Paper on 
Arms Control and Disarmament This 
document is interesting and meaningful in 
more senses than one Its scope is limited 
it we go by its title But it is not so if we 
notice that the term 'national defence policy 
receives quite some attention in it 1 his is 
i urthcr compounded by discussion of national 
defence capabilities Lqually it states the 
geucral principle that "China’s national 
defence policy is defensive in nature' but 
(Inis, not then repeat this general charac¬ 
terisation in the paper Its notion of 'defen¬ 
sive’ consists of 

(1) consolidation of national defence 

(2) defence of nation , sovereignty over 
us territory, territorial waters and airspace 
as well as mantime rights and interests 

(3) safeguarding national unity, and 

(4) safeguarding national secunty 

It is clear that a defensive’ doctrine of 
national defence includes everything that a 
national defence, whether aggressive or 
defensive or interventionist, would and 
should include This scope of the defensive 
doctnne of national defence is cither not 
very meaningful as it, to use a word from 
ancient logic, suffers from the fallacy of 
attvyapti (loo inclusive to be able to give 
us an exact meaning) But then this is a 
political document Its ‘ativyaptis’ and 
'asyaptis’ (too narrow to be able to give us 
an exact meaning) are likewise very political 
and have to be read as such 

The document opens with a general 
statement which says that "it should not be 
torgotten that twice in this century mankind 
has suffered from the enormity of World 
War" This would remind one of what Nehru 
had said in his speech at the Belgrade 
Conference Avoidance of another war was 
his pnncipal concern at the time China had 
heavily criticised the speech then Has the 
Chinese view come round to the ‘non- 
aligned* world-view then’’Not quite Because 
the White Paper’s concern with the two 
world wars follows its equivalence between 
‘the global anti-fascist war" and ’’China's 


war of resistance" This would suggest that 
unlike Nehru's speech at the Belgrade 
Conference, this White Paper does not lose 
sight of the 'national defence’ of China 
Indeed its suggested equivalence between 
the wars in the opening sentence of the 
White Paper as cited above would suggest 
that the world developments have to be seen 
or interpreted in terms of China's ’national 
defence’ and this is precisely what the White 
Paper does or seeks io do This is also the 
reason why it repeats, and does so rather 
emphatically that it has unilaterally taken 
a host of disarmament and arms control 
measures while retaining a precondition 
that the nation maintain necessary defence 
capabilities" 

Committld Member 

In a sense, documents like these do not 
sa> anything that is tembly new Their 
importance lies in what they reiterate and 
with what emphasis It should be clear that 
this paper does no more than underline these 
emphases It is a document asserting China s 
security considerations and its natural 
centrality is China s defence doctnne Its 
reference to China's role as a "permanent 
member of the Secunty Council’ in a defence 
policy White Paper would suggest that it 
does not look upon the permanent 
membership of the Secunty Council merely 
as an accident of history It sets some strategic 
store with that membership and by 
implication would watch very carefully who 
would get it in the event of a revision of the 
Charter of the United Nations To return to 
the opening sentences of the White Paper, 
along with the anti-fascist war and China’s 
war of resistance against Japan, the founding 
of the United Nations has also been 
mentionedthere It is thus more than window- 
dressing It is China's final and irrevocable 
acceptance of and commitment to the United 
Nations Elsewhere in the paper there is yet 
another paragraph on the UN and China's 
"conscientious" role in it One more 
assurance, it one were needed, mat China 
now looks open itself as a committed member 


of the comity of nations and that it has every 
intention of respecting the institutional 
structure so created "while retaining the 
precondition’* of its own defence and security 
requirements Such contradictions as pre- 
1978 China might have had with the 
international institutional structure have 
now disappeared China’s defence doctnne 
is thus bound to be defensive because 
internationally it has nothing to be aggressive 
about This non-aggression however is not 
the same as that of the cold war era 
Reiteration of thedefensi ve nature of China's 
military doctnne was then necessary because 
it was ip%o facto taken to be aggression or 
war oriented Reiteration of the defensive 
nature of its military doctnne is now 
necessary because it goes with a world view 
which is ipso facto not aggression or war 
oriented In other words, China’s 
transformation from a state which was a 
victim of the systemic division of the world 
to a state which docs not want to be a victim 
of the power division of the world is now 
complete An ideological world-view has 
become a world view of the realist theory 
of inteinational politics 

Only an Idea 

Paradoxically however, this has made 
China come to terms with power realities 
A People’s War doctnne was useful m the 
olden, and now forgotten, days because the 
systemic conflict was thought to be best 
handled by that doctnne Now it is a case 
of power confrontation (as for example, m 
the Taiwan Straits) A tew measures 
enumerated in this document would cleariy 
suggest that In May 1985 'China solemnly 
declared” that the PL A would reduce military 
personnel by one million Quite apart from 
the fact that this makes additional manpower 
available for uMlian anJ modernising 
production, it also suggests that with any 
realistic assessment of China's adversanes 
and their defence capabilities, China's 
defence doctnne will have to be one of hi- 
tech defence Modernisation of defence is 
no longer dependent on sheer numbers That 
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was an inherent and unavoidable part of the 
people’s war doctrine. A modem war and 
modernised defence does not depend upon 
the logic of numbers. It does not have to 
encircle any cities. It is hi-tech presence 
around China which is going to influence 
! China's strategic environment. This is the 

• reason why the White Paper insists that all 
' “voluntary consultations, negotiations and 

agreement between nations” must be arrived 
at in light of actual regional circumstances 
1 (emphasis added). The actual regional 
: circumstances of China necessitate hi-tech 
1 preparedness ratherthan a huge and backward 
1 standing army. 

1 To be sure, the paper does say that "China 

* follows a policy of positive defence and 
1 adheres to idea of people’s war”. But then 
1 this is the only reference and the ’people’s 
' war* is being adhered to as an idea. Besides, 

the ideological memory of the CPC 
leadership would make it put ’the people's 
war* idea as an antithesis of regional 
hegemony and therefore the adherence to 
the idea of people’s war is followed by the 
solemn declaration that China "does not 
seek world or regional hegemony... and thus 
does not pose a threat to any country”. This 
may also be a small concession to such old- 
fashioned diehards as might be there. Region 
would naturally not include, one takes it, 
either the islands in the South China Sea or 
the Taiwan Island. They arc not a region. 
They are China proper. The military exercises 
in the Taiwan straits have made that 
sufficiently clear. It follows that Tibet would 
be out of this declaration too if the need were 
to arise. Defence of Tibet or the islands in 
South China Sea would be no more than 
keeping the territorial integrity of China 
intact. It needed to be said. This White 
Paper, in my view, suggests so categorically 
and unequivocally. 

Turning Hi-Tech 

There is a long description in the White 
Paper of China's effort at reducing military 
spending. Some of it has been generated 
from the realism in weapons production. If 
China is turning to hi-tech, the evidence for 
the same in the White Paper consists of the 
following. 

(1) Reducing personnel -the4.238 million* 
strong PLA of 1987 was down to 3.199 
million by 1990. 

(2) Dismantling and merging portions of 
the military organisation-obviously a prime 
requirement of any kind of modernisation 
and certainly hi-tech modernisation. 

(3) Reductions in weaponry. Throughout 
the armed forces, 10,000 artillery pieces of 
various kinds were removed from service, 
along with over 1,100 tanks, approximately 
2,500 airplanes, and over 61 0 naval vessels. 


It is not clear how much of this weaponry 
or tanks or vessels were actually dated and 
needed replacements anyway. In addition to 
this, a single factor dominating this White 
Paper is the "actual regional situation” or 
the question of China's territorial integrity 
and unification. This is a clear reference to 
Taiwan and by extension also to the Seventh 
Fleet and the United States. If that is China's 
possible adversary,reductionsinthe existing 
weaponry were in fact called for. 

This means that contrary to the claims of 
the White Paper, "China's reduction of its 
armed forces” is not as "massive” as it makes 
it out to be. Modernisation of defence 
involved and always involves reduction of 
(or increases in) the weapon-systems, 
depending upon who the adversary is and 
what the objective of that defence is. In this 
particular case the objective is one of 
unification and the possible adversary is the 
US. 

The territorial integnty and the threat to 
it are clearly high in the minds of those who 
drafted this report. On the one hand, the 
report recounts in some detail what China 
has done to reduce its arms (and thereby 
contributing to arms control) and its defence¬ 
spending (also contributing to arms control). 
It goes on to provide the following caveat: 
As long as there is no serious threat to 
China’s sovereignty and security, China will 
not increase its defence spending 
substantially or by a big margin. 

'Regional Circumstances’ 

This has two possible meanings: (1) small 
and regular addition to defence spending 
will continue, and (2) if there are any 
developments around China, which China 
interprets as constituting "a serious threat to 
China's sovereignty or security”, China 
would certainly "increase its defence 
spending substantially”. This becomes very 
important in the light of the Taiwanese 
developments over the past few months. 
Roughly beginning with Li Teng-hui’s visit 
to Cornell, the elections in Taiwan in March, 
the uncertain mass-following to the demand 
of independent Taiwan and the general 
question-mark over the future of Taiwan, 
life on both sides of the Taiwan straits has 
become tense and has defence and strategic 
implications. 

The point is that China cannot afford to 
be a non-nuclear power, Nor can it afford 
to subscribe to an idea of arms control which 
is neutral to "actual regional circumstances”. 
This White Paper actually takes a position 
that while China has always been ready to 
implement any plans of arms control which 
"all nations endorse”, it cannot accept the 
western theory on arms-control and 
disarmament policies (like the human rights 


or rigid to Mf-deteniktaation) in neutral or 
universal terms. They cannot be so 
generalised. 

A small point in passing. Reduction in 
spending can sometimes result from more 
rational spending. The White Paper does not 
say if the earlier spending was entirely 
rational. It probably was not. Certain 
economy might have resulted through more 
rational organisation of expenditure. In fact 
the White Paper probably alludes to that 
when it says that "a complete administrative 
and regulatory system tightly geared to the 
principles of strict control, stnet management 
and strict supervision has been established 
and improved”. If this is done, certain 
economy is bound to result. 

Further, comparison between defence 
expenditures without reference to what it 
costs to maintain a Chinese officer/soldier 
and how it compares with the US, Japan or 
India probably does not give you much 
useful information. "Per capita defence 
spending by that year (1994) wa»^ only 
$ 5.36” may not in reality tell you anything. 
In any event it is difficult to make anything 
at all of a statement that "China's defence 
spending is low in both relative proportion 
and absolute terms” without any reference 
to comparability and compatibility of, shall 
we say, Indian spending on its defence and 
the Chinese. It is possible that the Indian 
soldier simply lives better than his Chinese 
counterpart does. 

Anyway, to return to the rejection of 
universalism of categories that ts implicit in 
much of what the Chinese have been saying 
it has to be noted that the White Paper asserts 
the Chinese position that "all nations big or 
small, have the right to join in the discussions 
and to solve the issue on arms control and 
disarmament on an equal basts”. This would 
mean that the only universalism admissible 
on this issue is the universalism of plurality. 
Otherwise this would result in interference 
"with the internal affairs” of a given nation. 
Now this is a rather challenging formulation. 
It does not merely express a sedate will 
towards preventing interference. It is rather 
a reminder that quite often many apparently 
humanitarian issues are raised precisely to 
effect an interference in the internal affairs 
of a smaller or weaker state. It does not 
have to be stated now that the American 
reaction to China's military exercises on 
and off the Fujian coast is anticipated here. 
Equally the western positions in general 
and the American position in particular on 
human rights and its implications for Tibet 
and the minority areas of China and the 
resultant security implications for states 
like China are central to the Chinese view. 
(China does not have the problem of liberal 
intellectuals like we have, a Narasimha 
Rao might add.) The White Paper is taking 
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the position thata broad conaeasusOfnot 
mutual guarantees) on lecurity between 
China and weaker states is called for. This 
may be why “at the requests of the Ukraine 
and Kazakstan, China issues a statement 
providing security guarantees to the two 
countries’*. 

An article in the China Daily of December 
21, 1995, a good month after the White 
Paper, had quoted a Chinese gentleman to 
the effect that “if you want to hate Americans, 
read American newspapers”. Actually the 
position can be extended. If you read or hear 
American positions you may not exactly 
hate them but you may have to prepare for 
the worst. A White Paper does not usually 
indulge in polemics. So this one also refrains 
from doing so. But its thrust is clear. 

Civilian Role of PLA 

A word about the rather detailed account 
that the White Paper gives of the civilian 
and productive activity of the PLA. The 
details are, if anything, tiring. There is a lot 
that the PLA is doing in a lot of fields. Why 
then this sedate account? it does not sound 
so convincing that a White Paper on 
disarmament and arms control could not 
have done without that account. The 
productive activity of the PLA in non-military 
fields has no direct bearing on arms control 
except in terms of keeping some people 
away from the barracks and in the factories 
and fields. One does not know if that is what 
the White Paper wanted to say. The more 
plausible explanation is that there has been 
a lot of media-hype about the PLA’s 
entrepreneurial activity and the attendant 
corruption. The White Paper would not have 
dealt with corruption in the PLA and 
understandably so. The Chinese authorities, 
however, seem to have chosen a different 
way. They have given us an impressive list 
of what the PLA does apart from defending 
China and that is what Section IV of the 
White Paper,entitled ‘Utilisationof Military 
Industrial Technologies for Peaceful 
Purposes’, deals with. This runs to two and 
a half columns of the China Daily . 
Considering the fact that the text of the 
report runs to two pages of seven columns 
each, this coverage is large enough. It would 
be useful to speculate on what the purpose 
of this section could possibly be. As pointed 
out above, it does not add much to what the 
White Paper has to say on disarmament and 
arms control. Nor does it say very much 
really in terms of national defence. What 
purpose then does the section serve? 

It would seem that the main purpose is 
to dissolve the corruption argument into the 
social usefulness of the armed forces and 
their productive activity. The PLA has always 
been involved in productive activity. Earlier 


Marxism-Leninism Mao Zedong thought 
explained and justified that involvement. In 
other words, the ideology of national defence 
in China explained and justified that role. 
In a new world of realist power analysis 
justification is hard to come by. This situation 
increased the credibility of the stories of 
military corruption. Chinese authorities 
perhaps wanted to shift the focus of the 
debate. Section 1V of the White Paper would 
make out the role and performance of the 
PLA tobc not only worthwhile and eminently 
creditworthy but would also suggest that the 
peace-time performance of the PLA is not 
all corruption. The armed forces are not a 
degenerate force. They are still capable of 
participation in productive activity as they 
were in an earlier ‘ideological’ age. New 
devices have been found to establish a 
productive and continuing liaison between 
the armed forces and the civilian population. 
Hence the ‘Civilian Application of Military 
Technology Liaison Group’ established in 
1989. The PLA is active in non-military 
activities. And these activities are ‘peacetime’ 
activities. A shift is always possible. Consider 
this, do not just go on talking of corruption, 
the White Paper seems to say. The PLA 
civilian relations are active, as ever. This is 
the message of Section IV of the White 
Paper, or so it would seem. 

Power and Hegemonism 

The ideology of national defence is always 
important. Earlier it produced the praxis of 
national defence. Now the praxis gives the 
ideology m keeping with Deng's famous 
dictum on practice being the sole criterion 
of determining the truth. But old habits die 
hard. An old phrase reappears in the White 
Paper in a new form. The world wants peace, 
nations want development and society wants 
progress. Shifting of paradigms is inevitable. 
But this does not mean that old-fashioned 
threats continue to threaten China. At the 
very end, the White Paper returns to the 
challenges to international peace and amity 
and to China's legitimate power-interests. It 
therefore takes the view that “armed conflicts 
and local wars break out continuously and 
hegemonism and power politics are still 
lingering on”. 

Who is playing the power game? The 
White Paper seems to assume the answer. 
It cannot state it categorically. The times of 
naming imperialism are gone, perhaps 
forever. In the meanwhile the right defence 
policy consists in reminding the dominant 
powers that China knows the name of the 
game. Even with its (alleged) low defence 
expenditures, it is quite prepared to meet 
those powers if it involves ar attack on or 
questioning of China’s national and territorial 
integrity. This is, therefore, a White Paper 


which brings together known positions of 
the PRC and turns them into an assertive 
statement of China's preparedness and, if 
need be, readiness for intervention. Its only 
problem is whether its neighbours will 
continue to accept the Chinese position 
that it will never become hegemonistic. If 
power is the new logic, can hegemonism 
be far behind? Some people and states in 
South and Southeast Asia are bound to 
raise this question tomorrow or the day 
after. 

IPaper presented at the Institute of Chinese Stucfim 
New Delhi, on March 13, 1996.] 
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DISCUSSION 


West Bengal’s Industrial Development Policy 

S N Roy 


THE critical views expressed by Ranjit 
Das Gupta on the industrial development 
policy of the government of West Bengal 
{EPWJ uly 29, 1995) appear to be a 
reflection of the confusion which has 
engulfed the progressive forces at the 
complex turn of the world situation after 
the fall of the socialist system in Russia. 
It must be admitted that the present writer 
is not totally free from the confusion, but 
still it is felt that the government of Bengal 
had possibly no other alternative. 

The world situation is really very complex 
today. Till around the 1960s, ideologically 
the world situation was easier to compre¬ 
hend. The socialist system, after the victory 
over fascist Germany by Soviet forces, the 
successful revolution m China and the 
resounding success o! the socialist economy 
in both USSR and China, was clearly the 
hero whereas the capitalist system headed by 
the US was not only the villain but also 
appeared to be on the way out. People were 
generally confident about the inevitability of 
the ultimate victory of the socialist system 
and the downfall of the capitalist system. 
However, the first sign of a chink m the 
system appeared when the rift between the 
USSR and China surfaced in the early part 
of the 1960s. Still there was no doubt about 
the superiority of the socialist system. The 
defeat of America’s aggressive policies in 
Vietnam provided the necessary boost to 
the morale of socialist forces all over the 
world. 

Unfortunately, theeuphoria was over quite 
soon. Not only that the schism between the 
USSR and China continued but there was 
also positive indication of stagnation in the 
Soviet economy. The dream of socialist 
hegemony over the world got shattered with 
the abolition of the socialist system in Russia 
and the east European countries. Thecapitalist 
mode of production was brought back in 
these countries. History, apparently, was 
moving in the backward direction. This 
phenomenon has obviously caused a lot of 
confusion particularly among those who are 
followers of Marxist doctrine and are firm 
believers in the concept of historical and 
dialectical materialism. 

The Indian situation is also no less complex 
where political parties of different persuasion 
are in control in different parts of the country. 
Normal popular expectation is that the party 
in power in the slate should implement its 
declared policy so as to bnng in the desired 
changes in the socio-economic set-up in the 


state. In this regard a fact which is often 
ignored in that India is essentially a centre- 
oriented country where all tangible powers 
are vested with the central government and 
the states have to willy-nilly toe the line of 
the central policies. Ignoring this reality. Das 
Gupta appears to want the state government 
to follow its own policy framework for 
development programmes. This, however, is 
an impossible task and the government of 
West Bengal had to learn this reality the hard 
way. Any independent policy initiative by 
any state is simply out of the question within 
the constitutional framework, except in areas 
where substantive powers have been vested 
with the state governments in the Constitu¬ 
tion. What the states can do is to sincerely 
implement the positive aspects of central 
policies which would be beneficial to the 
poor. That is what was done by the Left Front 
government of West Bengal in respect of 
land reforms and decentralisation of 
administration through panchayati system 
Even though these were within the ambit of 
accepted policies of the government of India, 
no other state cared to implement the same. 
In areas where central policies are binding, 
the states have hardly any scope to follow 
their own policy prescriptions. On an issue 
like industrial policy, the central government 
went in for the new liberalised economic 
policy in total disregard of the view of the 
states. The option before the state was cither 
to follow the new guidelines or opt to stay 
out of the mainstream and get left out in 
industrialisation. 

While dealing with industrialisation, a fact 
often ignored is that industrialists have their 
own political preferences. It is not true that 
industrialists are guided solely by economic 
factors; for investment decision political 
preferences are equally important. An 
instance of the political preferences of Indian 
industrialists was the fact that when the 
socialist system in the former Soviet Union 
collapsed, there was a spontaneous show of 
joy even though Indian industry had a great 
stake in the maintenance of status quo in 
USSR as a substantial portion of India’s 
foreign trade was with that country. 
Disturbances in USSR were, therefore, bound 
to adversely affect India's foreign trade and 
a large section of Indian industry was likely 
to suffer financial hardship and loss of 
production. All these, however, did not deter 
Indian industrialists from dancing in 
jubilation over the collpase of the Soviet 
system. 


Failure of Earlier Policy 

After being installed in power in 1977, the 
Left Front government of West Bengal 
adopted an industrial policy resolution which 
was oriented towards self-reliance, creation 
of industry by stengthening the public sector 
and loosening the stranglehold of monopoly 
houses and multinational corporations on the 
economy of the state. It must be kept in mind, 
first that the 1977 policy framework was 
generally in tune with the then industrial and 
economic policy of the government of India. 
As such when there was a change in the 
economic policy of the government of India, 
a change in the economic and industrial 
policy of the states has to automatically 
follow. Leaving aside the dependence due 
to constitutional limitations, a fact that has 
to be reckoned with is that the 1977 policy 
guidelines, even though considered to be 
positive in content, did not really help in 
increasing the industrial base of the state. 
There was, m fact, very little investment 
during the period 1977 to 1993, both in the 
state sector as well as in the pnvate sector 
The unhelpful altitude of the central 
government was no doubt a factor, but that 
was not the only cause of this stagnation. 
Industrialists on their own were lukeworm 
to the various overtures of the state 
government. Different alibis were produced 
on different occasions as the reasons for the 
lack of investment: the law and order situation, 
labour militancy, shortage of electricity, lack 
of work culture, etc, were projected as reasons 
forthelackof response from the industrialists. 
All these were however, only excuses to 
cover up the strong antipathy towards a state 
governed by a combination of Left parties 
headed by the CP1(M) which again was 
stamped by the media as a Stalinist outfit. 
So the ground reality had been that though 
the Left Front government m West Bengal 
had a positive industrial policy, for over 15 
years that did not yield any result. 

Das Gupta is correct that Marxism demands 
discussion of social questions in the wider 
historical and socio-economic context, both 
national and international. The international 
scene today projects a picture where the 
capitalist mode of production seem to be the 
ruling credo. China has adopted the capitalist 
mode of production in the name of ’market 
socialism*. Vietnam has followed suit. The 
changes in the mode of development in China 
and Vietnam needs to be scientifically and 
carefully evaluated. It has to be kept in mind 
that the Communist Party of Chimi 
successfully carried out the revolution and 
had undertaken economic development in 
accordance with the conventional socialist 
mode. The CPC had in fact in phases taker 
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such step* ax i m«icomirtuttci\ t Gtx^Le«p 
Forward’, 'Cultural Revolution*, etc, which 
were considered to be revolutionary even 
within the socialist world. When such a party 
switches over to the capitalist mode of 
production, there must be some positive 
reasons behind die step Calling them names 
such as renegade, revisionist, etc, may be 
easy but will not help in a correct 
understanding of the situation 

Marxism stipulates socialist transformation 
from the stage of Capitalism In the Preface 
to the Critique of Political Economy Karl 
Marx had stated that no social order ever 
perished before all productive forces for 
which there is room in it have developed and 
new and higher relations of production 
never appear before the material conditions 
of their existence have matured in the womb 
of the old society itself Therefore, without 
attaining the peak of the capitalist mode of 
production any attempt to leapfrog to the 
socialist mode of production would be pre¬ 
mature, unscientific and bound to fail in the 
long run Socialism from the feudal mode 
of production in Russia was a Leninist 
concept Lenin, however, made a half-hearted 
attempt to have a limited capitalist mode of 
production by adopting New Economic 
Policy (NEP) immediately after the 
revolution Stalin totally abandoned the NEP 
and embarked upon total socialist mode of 
production This step of sidestepping the 
capitalist mode of production in the USSR 
has been much discussed However, instead 
of analysing the issue trom a historical point 
of view, most of the analysis was aimed at 
justifying the experiment in the USSR This 
was more so because of the outstanding 
success of the Soviet economy in the initial 
years It may not however be wrong to 
suggest that the success in the initial years 
was mainly due to the high ideological 
fervour among the people and also the 
presence of Stalin with his outstanding 
personality After the death of Stalin, the rate 
of returns gradually declined and ultimately 
the system collapsed The seeds of 
destruction of the socialist system in the 
USSR were therefore possibly sown at the 
very beginning when the capitalist mode 
of production was not allowed to have its 
run China is possibly trying to make amends 
for the distortion caused in the beginning 
and in India too, where the socio-economic 
condition is at the semi-feudal and semi- 
capitalist stage, there is possibly no 
alternatives to allow the capitalist system to 
grow. What a progressive pro-poor political 
party can attempt is to partially rem-m the 
capitalist system so that its greed for unlimited 
profit at the cost of the people can be put 
on a leash. 

Das Gupta has also repeated the age-old 
cliche that in the closing decades of 20th 
century capitalism is in the midst of deep 


crisis and has created catastrophic socio¬ 
economic conditions. The left political parties 
have been talking about the so-called crisis 
of capitalism ad nauseam since the 1950s 
The initial success of the Soviet economy 
and the comparatively lack-lustre 
performance of the capitalist countries did 
create an ambiance of putting faith in the 
prophecy of collapse of capitalism m total 
disregard of the Marxist postulation of the 
evolution of socialism only after the full 
maturity of Precapitalist modeof production 
Over the years, however, the resurgence of 
capitalism, taking full advantage of scientific 
and technological innovations, and the 
gradual decline of the socialist system have 
proved the correctness of the basic Marxist 
postulation that the process of change in the 
socio-economic character of a state follows 
the intrinsic stage of development and any 
attempt to sidestep any stage is doomed to 
fail As for capitalism, even if it occasionally 
plunges into crises, it still appears to have 
enough vitality to stand its ground The most 
important aspect is that it can adjust quickly 
to new situations as it did when it put on 
a 'humanisitic mask’ to save itself from the 
challenge posed by the socialist system 
Now that the socialist system is on the retreat, 
the 'humanistic mask’ is being rapidly shed, 
so much so that even in a country like India 
the government has been bold enough to 
declare a so-called 'exit policy' to reduce 
the si/e of the workforce in various pubfic 
sector undertakings Against the above 
background it is obvious that left circles all 
over the world are trying to re-onent their 
policies to salvage the movement from the 
harmful effects of past mistakes The 
industrial poltc y adopted by the government 
of West Bengal has also to be judged against 
the above background and appears to be in 
tune with the international situation 
prevailing at present 

Das Gupta has staled that it appears that 
capital, both foreign and indigenous, is 
engaged in an aggressive dnvc for imposing 
its hegemony under the protection of the Lett 
Front government He has also stated that 
despite the many constraints within which 
the state government has to function there 
is considerable scope tor projecting and 
pursuing a radically different policy which 
can be made a counterpoint tor popular 
mobilisation and struggle against the Fund/ 
Bank package 

In this respect a point that has to be taken 
note of is that West Bengal is only a 
constitutcnt state of India and not an 
independent entity In accordance with the 
new economic policy of the government of 
India, if the enure country comes under the 
gnp of national and international capital, 
West Bengal can hardly save itself from the 
same fate Besides, the practical feasibility 
of the point raised by Das Gupta also needs 


a realistic and unbiased assessment. Th 
essence of the liberalised economic pohq 
is to open Indian doors to foreign investor! 
without any restriction and at the same time 
reduce government involvement in industrial 
activities The option before the state 
therefore, was to discourage foreign 
investment which would automatically mem 
discouragement of the large Indian 
industrial sector as well because of the Hull 
between Indian and foreign industrialists 
There is now a surge in investment 
proposals both from foreign investors at 
well as Indian industry Since mvestmeu 
in state sector is virtually ruled out, fh< 
only course open for the state government 
was to take advantage of the new situation 
to the extent possible The most important 
point was that West Bengal needed 
investment in industry on an immediate 
basis and at a fast pace to overcome tin 
effects of the near-stagnation situation is 
the state since the mid-1960s 


PosmvF Developments 

The factors that proved to be specially 
helpful for improvement of the mvestmea 
climate in West Bengal was the abolition oi 
licensing system tor setting up of industry 
and removal of freight equalisation policy 
even though these were done as part of the 
Fund/Bank package It was a fact ttiai 
obtaining a licence from the centra! bodici 
for any investment proposal in West Benga 
was a great hindrance Somnath Chatteqee 
chairman of the WBIDC, narrated a stoq 
on the discrimination m issue of licences 
An industrial house had units in Ristira ft 
wellasmBahadurgarh Both the units needed 
installation of captive generating sets U 
overcome the disturbances m production 
caused by power shortage Accordingly 
applications were submitted to the Centra 
Electricity Authority for licences fo 
installation of generating sets in both 
units While the licence for the genentti 
set for the Bahadurgarh unit was recet 
within seven days, it took years to have 
same for the Rishra unit Such cx; 
were not exceptions but the rule A! 
glaring instance of delay is the Hi 
Petrochemicals unit where it took more 
11 years to obtain all the clearances 
Freight equalisation for steel and coal wi 
another deterrent factor for industrial; 
of West Bengal This policy, introduced 
1956, in one stroke removed whale 1 
locational advantage this state had 
proximity of coal, steel, etc West 
cannot boast of many significant BengaieCj 
entrepreneurs Almost all the notablfi 
industrial houses located in West Bengn 
belong to non-Bengalees The locations 
advantage was one of the important factor^ 
that provided the requisite incentive Ii 
entrepreneurs from all over India to mveft 
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in this state. With the introduction of the 
freight equalisation policy, this important 
incentive was removed. Sentimental 
attachment to one's own birthplace often 
plays an important role in investment 
decisions, as now evidenced by the interest 
shown by NRls to invest in India. The 
removal of freight equalisation policy, 
even partially, has restored the locational 
advantage factor once more. In this way 
two important bottlenecks for investment 
in West Bengal were removed as a by¬ 
product of the new economic policy and 
it would have been an act of extreme 
imprudence not to take advantage of the 
new opportunities. 

However, technical, economic and 
infrastructural factors conducive to growth 
of industry in West Bengal were still 
considered to be not enough because of the 
political and psychological fixation among 
industrialists about the government of West 
Bengal being constituted by a front of Left 
parties owing allegiance to Marxism. It was, 
therefore, essential to declare that the state 
government would abide by the essential 
features of the newly introduced economic 
policy of the centre. The CP!(M) being one 
of the strong critics of the new economic 
policy, such an assurance was considered all 
the more necessary. The government of 
West Bengal was thus placed in an unenviable 
situation. While in the interest of 
industrialisation in the state some concrete 
steps needed to be taken tocajole industrialists 
to invest in the state, at the same time the 
difference in policy perceptions had to be 
preserved. The chief minister of West Bengal 
tried his best to reconcile the two 
irreconcilables, but in the context of the 
present uncertain national and international 
situation, the steps taken by the government 
of West Bengal appear to be in the right 
direction. The effect of the declaration of 
the new industrial policy by the chief 
minister has also been very positive. It has 
been stated by the chairman, WBIDC, that 
while during 1993 proposals were received 
for investment amounting to Rs 727 crore, 
the same jumped to Rs 1,767 crore in 1994 
and Rs 4,307 crore in 1995 till July. He 
also stated that West Bengal now ranks 
Second in respect of direct foreign 
investment proposals, Maharashtra being 
first. There is, therefore, no doubt that the 
new industrial policy of the West Bengal 
government has acted as a catalytic agent 
fertile resurgence in the investment climate. 

Das Gupta has raised the question of 
unsatisfactory performance of state-run 
Undertakings in the state. No one can 
possibly dispute this fact. Successful 
operation of state-run undertakings requires 
an immediate change in the outlook of 
management as well as workers and trade 
unions. State-run undertakings belonging 


to both central and state governments are 
more security-oriented than productivity- 
oriented. Job security is the most important 
consideration. This orientation in the policy 
framework is one of the most important 
factors at the root of many troubles. The 
management of state : ran undertakings have 
failed to impress upon the workers the fact 
that while job security is important, 
production and economic viability of the 
units are more important. The lackadaisical 
attitude of the state sector undertakings has 
helped the critics of the PSU- oriented 
industrial policy to mount an attack against 
the entire concept. The result is that any 
move to privatise government enterprises 
automatically receives popular sanction, 
though such privatisation may prove to be 
harmful to the interests of the workers as 
well as the state in the long run. Even Das 
Gupta could not come out in full support 
of the PSU-oriented industrial policy. He 
has suggested that to overcome various 
constraints, the LF government can 
introduce non-dirigist but public as well 
as non-corporate, non-private forms in 
contrast to the typical capitalist form of 
enterprise run with private profit motive. 
Apparently he has some soft of co-operative 
form of management of enterprises in mind. 
In the prevailing industrial environment in 
India, any thought of implementation of 
this form to bring about a turn-round in 


the investment climate In a state cannot but 
be utopian, particularly in view of the fact 
that all the important financial institutions 
in India are operated to help and promote 
the capitalist form of development. Any 
other form can at best be experimented 
with as exceptions and not as the dominant 
form. 

Certain pracautions against the wholesale 
promotion of foreign capital has however 
been included in the new industrial policy 
frame work. According to the new policy, 
foreign investment has been welcomed only 
in the areas of new technology which is 
essential but not available in the country 
as well as in the infrastructural areas which 
need to be upgraded without delay to help 
and promote new industries. It has also 
been ensured that workers' rights would 
be preserved so that they cannot be treated 
as mere pawns to serve the profit motive 
of private owners of the enterprises. 

Finally, it may be mentioned that the 
new industrial policy of the government of 
West Bengal is certainly a step backward 
if analysed in the context of the PSU- 
oriented industrial policy statement of 1977, 
but if it is considered in the context of the 
actual achievement during the period when 
the earlier policy framework was the 
guiding rule and the changed national and 
international socio-economic environment, 
there was possibly no alternative. 
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Now Offers 15% p.a. 

(Annualised yield of 16.08%) 


Meeting the pressing financial needs of your 
family gets tougher day by day Each 
individual family member has specific needs 
to be met Your retired father needs the 
regular monthly income Your loving wife 
requires a supplementary income for the 
day-to-day running of your house And 
finally It is you who has to shoulder the 
responsibility of providing your family a 
steady income to meet all the financial needs 

Monthly Income Plan 96-11 offers you much 
needed assistance to augment your family 
income and make your life a lot easier The 
Plan gives you an attractive return of 15% 
p a (annualised yield of 16 06%) in the form 
of monthly dividend warrants sent in advance 
That s why you should invest in UTI s Monthly 
Income Plan 96-11 a single Plan to meet the 
financial needs of your entire family 


15% pa minimum targeted dividend 
payable monthly for the first year 
Dividend for the subsequent years will 
be announced before the end of the 
preceding year and sent in advance 


Returns will be cumulated and 
distnbuted as capital appreciation on 
maturity , 


FEATURES ■ Close ended 5 year plan 
with 2 options a Also open to NRIs on a 
repatriable basis ■ Repurchase after three 
years under both the options at NAV based 
pnce ■ In addition listing on NSE ■ Scope 
for capital appreciation ■ Face Value 
Rs 10/ per unit sold at par Minimum 
Investment 200 units and in multiples of 
100 units thereafter No maximum limit 

■ Exemption from Income Tax up to an 
overall limit of Rs 13 000/ under section 
80L of thb Income Tax Act 1961 

■ Deduction of tax at source from dividend 
Income exceeding Rs 10 000/ as per the 
Finance Act 1995 ■ For non-deduction of 
tax at source prescnbed Income Tax Form 
No 15H may be furnished as per the 
relevant rules 


Application% rocolvod yp to 15th of tho month shall got full dividend for that month, 
while those received after the 15th shall got dividend for half tho month. 
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6th May to 
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the principles of modem investing* 
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Regularly putting aside part of your money is "saving * A Saver 
generally invests very cautiously, with the main goal being to 
preserve and build on capital, and take a lower level of risk 
"Investing," on the other hand means putting your money to work 
to earn a healthy rate of return An Investor takes higher risks, 
hoping to achieve higher gains over longer periods 
Investing is not speculation most “get rich quick" opportunities also 
carry the nsk of getting poor even quicker 
It is a planned, rational approach to savings and investment, based 
on your goals, your time frame, the return you expect and the 
risks you are willing to take 
The power of Compounding 

Compounding is probably the most under-rated savings tool 
around And definitely worth reexamining 
Simply put. if you continuously reinvest the interest on your 
savings, you will earn interest both on your initial capital and on 
your interest 

At first, your gains will be smalt, which is another reason why most 


Effect of 10% compound interest for a penod of 30 years 

■ Year 26 | 

irZLt Capital Rs 1083 ^ 

Interest Rs 108 3 


YaarO Capital * Rs 100 


Rs 100 invested at 10% per annum will give you Rs 110 the first 
year Rs 121 the next (10% of Rs 110) and so on for as many years 
as you hold your investment Bv the 26th year your capital will have 
grown to Rs 1083 and your interest wiM be Rs 108 more than your 
initial capital 1 
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people tend to ignore compound interest But, over a penod of 
several years, as you can sea in the graph alongside, the growth 
accelerates considerably 

If you start saving and investing late, you will have to put away larger 
amounts, and take more nsks to get the same results 
Risk is different things to different people 
Research (by ICICI Mutual Fund, with Its associate JP Morgan of 
the USA), on different types of investments in India over the last 
16 years, has some interesting findings 
It has shown that for someone trying to protect their ret ir e m ent 
savings from inflation, bank FDs have a concealed risk That of 
losing buying power through inflation Because, over the penod 
of the study, bank interest rates have been about the same as the 
rate of inflation 

The fluctuations of the stock market over the study penod, in 
comparison, have exposed investors to high short term nsks, even 
losses But. over longer periods - five years and over - chances of 
losses were considerably reduced 

Through the pnnciples of Modem Investing it is possible, to an 

extent, to control the nsks of investment 
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pnnciples of Modern Investing 
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taraft'j<$Kussia, but in most parts of East Europe, the output fall after 
Jt&CQpfemic reform has turned out to be more dramatic and persistent 
rfjjui had initially been projected by policy-makers and neoliberal 
** academics Social conditions as reflected in real wages, unemployment, 
poverty, inequality and cnminabty have worsened no less 1139 

Power and People: The Chasm 

The root cause of the sickness afflicting Indian democracy is the distance 
between power and the people Power is lodged at the centre and at the 
state headquarters whereas the people are at the local level Electoral 
reform and judicial activism can at best deal with the symptoms The 
disease needs the more basic remedy of bringing power down to the 
people — through minimal central and state governance and 
correspondingly maximal local governance 1129 

Growth without Equity 

While Gujarat is one of the richest states in the country m terms of per 
capita income, in terms of social indicators its performance has been only 
modest The issues that are likely to come up in Gujarat’s development 
in the coming years 1151 


Industry under Reform 

While the supporters of economic 
reform look at industrial growth 
mostly in terms of supply side 
efficiency, critics point to the 
demand constraint A look at 
some of the possible supply and 
demand side factors behind the 
recent performance of the 
industrial sector 1118 


Fight for Information 

Do poor illiterate peasants, landless 
labourers and artisans have the right 
to demand from the government 
details of development expenditure 
claimed to have been incurred m 
their villages 0 Faced with persistent 
non-payment of wages to workers on 
government works a mass-based 
organisation in one of the most 
backward areas of Rajasthan has 
waged a struggle in support of 
the people's basic ngM to 
information - and come up against 
resolute opposition from the 
bureaucracy 1128 


RurafChange 


The revisit* approach has gained 
* wide acceptance as a method of 
studying rural social and economic 
change, but it does raise the problem 
of use of standardised caKendnc time 
and the consequent neglect of time as 
a medium with varying socio-cultural 
and historical densities 1165 


Temporary Respite 

A close look at the factors 
responsible for the easing of the 
shortage of liquidity m the money 
market brings out clearly that they 
can provide only a short-term 
respite 1167 


Politics and the City 

The relationship of politics, 
population growth and property in 
an urban agglomeration case of 
Lucknow 1122 


Women in Garhwal 

Higher literacy and greater workforce 
participation have not brought 
improved social status to women 
in the Garhwal region 1125 


Demographic lYansition 

If the political power structure were to 
change following the recent general 
elections, then predictions about the 
demographic transition could go 
seriously wrong 1168 


New Challenge 

The 'outsourcing* issue, the cause 
of the spectacular general strike in 
General Motors m the US m March, 
should be seen in the context of the 
history of labour-management 
relations in the US and the 
divisions within the American 
working class 1127 
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Theory, Practice and the 
Academic 

ON a visit to India's Far East, 1 was gratefully 
surprised to find a copy of your journal 
(March 16) on display in a roadside book¬ 
stall. Alka Kumar’s piece, 'Understanding 
Literary Theory’, at once caught my eye and 
attention. While my knowledge of both 
literature and theory is poor, 1 thought the 
short piece also speaks to scholars of social 
sciences in a rathci telling fashion. 

Since the stale-of-the-art advances in 
theory are supposed to have broken down 
the barriers between literature and social 
sciences - aic not both regarded as ’Fiction’, 
‘construction’ nowadays? - the confusion 
among zealous young academics about theory 
has not left the social scientists untouched. 
The odyssey of Alka Kumar and her Sancho 
Panza of a fnend has parallels among the 
social science knighthood. 

The search for ‘meaning’ with sophisticated 
new tools is designed to end in either a 
further glimpse of the still-elusive goal or 
in a kind of Zen-Buddhist ‘Satori’. What 
with the elimination of the author’s or 
speaker’s intention as an illusory ‘self- 
presence’, there is no longer any scope cither 
for a contented cry over the subtle depth of 
a ‘text’ or for a more competent handling 
of an aspect of reality. There is nothing 
objective ‘out there’, cither text or reality, 
only the never-ending theatre of the shadows 
of language. 

The secret lies in a basically contempla¬ 
tive attitude to ‘meaning’, which at once 
becomes problematical once it is reduced to 
a linguistic mirage, beyond the reach of any 
subject seeking to attain it and work with it. 
Divorced from any reference to a context, 
which includes the historical subject, how¬ 
ever constrained by circumstances, meaning 
is endlessly deconstructed and dcconstructi- 
ble. All allusions to anthropology, psycho¬ 
analysis and semiology are only added 
gloss on this glorious state of blessedness, 
where the lack of determinate meaning is 
equivalent to anarchic and uncontrolled 
speculation. 

Academics, including some privileged 
retired Marxists are the natural prey to this 
debilitating virus, because they are by their 
situation constrained to adapt to and accept 
a contemplati ve stance towards life. Meaning, 
new ideas, or new interpretations of old 
ideas, emerge out of the struggles of life, out 
of tensions in any historical conjuncture. Not 
to realise this is a happy escape from the 
misery of moral choice and intellectual 
intervention. A method of ex post facto 
analysis, where you do not have to choose 
and commit yourself, and which further 
promises an interminable deferment of 




completion or ‘closure’, which identifies 
the relative character of human knowledge 
with total relativity, isa blessed sanctuary 
for many a new, and some old, pensioners 
of the academic establishment. Living in a 
metropolis, I fit meekly into the slot allotted 
to me by the division of labour, and like 
a parrot looking down from his perch, round¬ 
eyed and hectoring, I cry down all attempt 
to break out of the accursed circle of navel- 
gazing analysis as deluded and immature. 
Hats off to Alka Kumar! 

Ranchor Singh Dumba 

Guwahati 

Threats to Panchayati Raj 

IN your editorial comment on panchayati 
raj (March 16) you say that panchayati raj 
in India has been reduced to a popular joke 
in rural parlance. It is not just the tardiness 
in holding elections to these bodies, but the 
future of decentralised governance itself is 
at stake. Holding elections to panchayati 
raj bodies is no doubt important, but the 
more important issue is that of making them 
effective instruments of change and 
development, towards building a strong and 
vibrant civil society. Wherever panchayati 
raj has functioned in the past or is presently 
functioning in different states, the system 
has faced the following threats from five 
directions and sources. 

(1) Threat by state-level MLAs, ministers 
and bureaucrats who feel that another layer 
ol democracy down below is not only a 
nuisance but also a stumbling block in 
sharing the spoils. After all, power sharing 
has a cost. Nobody wants to bear the cost 
and those elected to panchayati raj bodies 
feel frustrated with the various stumbling 
blocks placed from the top in their day-to- 
day functioning. 


(2) Threats by the district-level bureaucracy. 
Here again the same spoils theory worics and 
works in direct confrontation leading to 
governance problems. Who is to manage the 
DRDA funds - the collector or the district 
zilla panchayat? Control over funds is real 
power and more the funds, the more the 
confrontation. 

(3) Lateral threats by district-level politicians 
like chairmen of co-operative bodies, etc. 
They do not want to have anybody else over 
them or with them in managing the affairs 
of the public at the district level. 

(4) Threats by the block-level functionaries 
like BDOs, block medical officers, etc, who 
feel the janpad presidents are a threat to their 
powers. Already in some states the janpad 
panchayats' power to appoint teachers in 
primary schools has been frowned upon by 
the education bureaucracy. 

(5) Threat by village-level patwaris, teachers, 
anganwadi workers and ANMs who feel that 
the panch/sarpanchas are not only illiterate 
but also corrupt. 

The main arguments against governance 
by panchayati raj is the corruption that it 
brings. But the critics forget that corruption 
is everywhere from the top to the bottom. 
If a panch or sarpanch takes some money 
from JRY funds that money will not get out 
of the village economy - it gets circulated 
there. The village carpenter or mason or 
dealer in construction goods gets benefited 
The sarpanch at best builds a bigger house 
or buys a tractor or a colour TV. But if the 
politician or the bureaucrat at the tup gets 
the kickbacks, there is what is called ‘flight 
of capital* to Swiss banks. 

It is therefore necessary for all those who 
believe m a strong civil society to strengthen 
the panchayati raj system. 

Manij N Kulkarni 

Bhopal 
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Virtue of Abstinence 

T HIS has been one general election the results of which 
were more or less known in advance. This would have 
been the case even without the numerous opinion and exit 
polls. As expected, the Congress has lost much ground. It has 
even failed to emerge as the largest single party in the Lok 
Sabha. Its tally of seats, which seems unlikely to exceed 140, 
marks its poorest showing ever in a parliamentary election, 
not excluding that of 1977 when the party had to face the 
backlash of Indira Gandhi's Emergency. Alongside, the 
Congress has been thrown out of power in all the states - 
Kerala, Haryana, Assam - where it had been the ruling party 
and where elections to the state assemblies were held 
simultaneously. The BJP has something to crow about. It will 
be the largest single party in the new Lok Sabha and has an 
arguable first claim to being invited by the president to form 
the new government. It has also added Punjab and Haryana to 
the states where it is tn power, though as junior partner in the 
new ruling coalitions. And in the all-important state assembly 
elections in UP to be held shortly, it will undoubtedly be the 
front-runner. All this notwithstanding, when more details 
about the voting in the elections are available, it should not 
be surprising if it turns out that, with the conspicuous 
exception of Maharashtra, the BJP has by and large failed to 
capture the political ground conceded by the Congress. That 
seems to have gone instead to an assortment of smaller 
regional parties whose tally, together with that of the 
unattached candidates, of something like 40 per cent of the 
popular vote must be seen as a distinguishing mark of this 
election in terms of what it says about the political dead-ends 
the larger ‘national’ parties seem to find themselves in. The 
stagnation is most evident in the case of the Janata Dal and 
the communist parties. The credibility of the easy 
approximation of the backward castes, or more often just 
some particular castes among them, with the poor and the 
deprived posited by the Janata Dal is patently wearing thin 
and is in desperate need of ideological refurbishing. In that 
specific respect, Deve Gowda’s success in Karnataka in no 
way makes up for the tumbles the Dal has taken in UP and 
Bihar. As for the CPI(M) (and the Left Pront generally), 
without a political partner this time to ride piggyback on in 
the rest of the country, the party has been confined even more 
firmly within its traditional enclaves of West Bengal and 
Kerala. This is all the more significant considering that the 
party (together with the rest of the Left Pront) has had a full 
five years and a platter-full of the most juicy ideological 
issues profoundly affecting the lives of very large sections of 
the people handed to it by the Congress government’s 
economic reforms. 


The Janata Dal - let facts be faced, there has been no 
National Front in view for quite a while - and the Left Front 
have sought to make up for the lack of concrete electoral 
support by manufacturing the catchy political slogan of keeping 
the BJP and the Congress at bay by providing an alternative to 
both in the form of a third front. It is evident that, in the 
aftermath of the election, they propose to push this particular 
line to the hilt, though given the arithmetic of the election 
results, the foolhardiness of the stated goal is patent. The 
anxiety that is ostensibly driving them is that should the 
president accept the proposition that the largest of the parties 
should be given the first shot at government formation and 
invite the BJP, that party might just succeed in somehow 
cobbling together enough support from the regional and 
smaller parties and independents to form a government and, 
once having got its hand on the governmental machinery, 
would proceed to consolidate its position and advance its 
long-term political objectives. Considering that the BJP 
together with its allies (the Shiv Sena, Samata Party and 
Haryana Vikas Party) are likely to fall a good 80 seats short of 
a bare majority in the Lok Sabha, the prospect of it being able 
to attract support on the required scale is remote, though the 
party, which during the election campaign had taken the 
position that it would offer itself as a candidate for government 
formation only if, with its allies, it was able to secure 225 seats 
or thereabouts, now seems only too ready to try to induce the 
required number of MPs to its side, no matter from where and 
how. Admittedly, there is an element of risk that it may even 
succeed, though not unless it is able to engineer a division 
within the Congress and get a section of the newly-elected 
Congress MPs to support it. Against the questionable political 
advantage that the BJP may derive from so rickety an 
arrangement to prop itself in power, it should not call for too 
much perspicacity on the part of the Janata Dal (with a mere 
40 MPs or so) and the Left Front (with another 50) to come to 
the conclusion that the best course for them would be to 
abstain from the race to form the government. Any son of 
coalition they (or the Janata Dal on its own with the Left Front 
extending suppon from outside) may be able to put together 
will have to include, or at any rate keep in good humour, the 
myriad minor panies and factions and will, more importantly, 
be at the mercy of the Congress with NarasimhaRao, till now 
their pet aversion, still very much there as the leader of its 
parliamentary party. What purpose can such a patchwork 
creature of doubtful longevity serve in terms of the objectives 
that the so-called third front is said to be pursuing, except to 
invite ever more popular cynicism in the face of incessant 
internal bickering and eventual collapse? 
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MAHARASHTRA 

Congress Decline 
Continues 

MAHARASHTRA was one state where the 
Congress * as not expected to do badly But 
the unexpected has happened The Congress, 
which had won 38 seats m the 1991 Lok 
Sabha polls, has tumbled to a mere 15 Its 
share of the vote has dipped from 48 per cent 
to 35 per cent The Shiv Sena-BJP alliance 
has improved its vote share and even 
overtaken the Congress by securing 37 per 
cent of the votes The third contender m the 
state, the Purogami Lokshahi Mftrcha(PLM), 
though it did not win any seat, secured 24 per 
cent of the votes, indicating its not 
inconsiderable social-political base 

The support drawn by the PLM has been at 
the expense of the Congress This is most 
evident in the lour constituencies of Mumbai 

- south, north-central, north-east, north-west 

- where PLM candidates have diverted crucial 
Muslim and dalil votes from the Congress 
This has been the tate of the Congress also in 
Vidarbha and Marathawada where PLM 
candidates attracted substantial votes In some 
cases, the reverse is true For instance, m the 
case of Datta Samant in south-central Mumbai 
and Prakash Ambedkar in Akola, both could 
have beaten their SS-BJP opponents but for 
the votes lost to the Congress Stall, the 
proportion of the votes diawn by the PLM 
has been one ot the significant revelations of 
this election in Maharashtra 

Out of the 15 seats won by the Congress, 
nine are from its bastion, in south-west 
Maharashtra The remaining six are dispersed 
along the state’s holders - Nandurbar in the 
north, Ramtek and Bhandara m the east, 
Nanded and Latur in the south-east and 
Raigad in the west The SS-BJP alliance had 
put up new faces at many places, satisfying 
the desire for change among the voters This 
seems to have worked against Mukul Wasmk 
in Buldhana, Rajcsh Tope m Jalna and 
Kesarbai K shirs agar in Becd - all of the Con¬ 
gress with whose lepeated candidature the 
voters were clearly jaded The performance 
of the SS BJP alliance m state assembly 
elections last year also contributed to its 
success in the Lok Sabha elections Having 
established a base m the assembly consti¬ 
tuencies, it was easier for the alliance to chal¬ 
lenge the Congress at the Lok Sabha level 

The defeat of the Congress candidates in 
Kopargaon and Satara has laised many 
eyebrows These two constituencies, tailing 
in the sugar belt of the state, the traditional 
support base of the Congress, were plagued 
by dissidcncc in the party Balasaheb Vikhe- 
Patil, the sugar baron from Ahmednagar 
district, was unhappy at being denied the 


Congress ticket His Supporters worked 
agau^ttheCongiesscahdidateinKopafgaon, 
Shankarrao Kale, and also succeeded in 
substantially reducing the victory margin of 
the Congress candidate, Dada Patil-Shelke, 
in the Ahmednagar south constituency With 
the emergence of the SS-BJP alliance as a 
viable alternative, diasidence is proving to 
be electorally far more damaging to the 
Congress than in the past In Satara the 
infighting within the royal Bhosale family 
resulted in split of votes between the Congress 
candidate, Prataprao Bhosale, and the 
Independent, Udayanraje Bhosale, which 
resulted in the victory of the Shiv Sena 
candidate, Hindurao Naik-Nimbalkar A 
similar teud among the Pauls of Sangli in the 
last assembly elections had led to the victory 
ot Sambhaji Paw ar of the Janata Dal Having 
amved at a patch-up this time, the Congress 
was able to retain the Sangli Lok Sabha seat 
A perceptible shift can nevertheless be 
discerned in south Maharashtra Rebel 
Congressmen contesting as Independents no 
longer tight shy of seeking and getting the 
open support of the SS-BJP alliance Perhaps 
this is a stage m the transition to sugar co¬ 
operative chairmen, traditional pillars of the 
Congress, contesting future elections on SS- 
BJP tickets 

FOREIGN TRADE 

Uneasy Portents 

THE vulnerability of the economy on the 
external front is becoming increasingly 
manifest Provisional data for 1995-96 show 
a more than doubling of the trade deficit to 
$4 54 bn from $2 03 bn m 1994-95 Based 
on balance ot payments data, the deficit in 
merchandise trade is likely to turn out to be 
around $6 5 bn m 1995-96 With reduced net 
inflow on the invisibles account, the current 
account deficit will turn out to have more 
than doubled to $5 2 bn from $2 3 bn in 
1994-95 There would have been, as a result, 
a loss of reserves of about $4 bn in 1995-96 
The economic 'reforms' haveclearly failed 
to bring about any qualitative change m 
external trade True, the rate of export growth 
has accelerated to between 18and21 percent 
in US dollar terms which, on the face of it, 
appears impressive. A senes of incentives 
have placed the export sector in a privileged 
position, but the government-generated 
euphoria about actual export performance 
has to be tempered for a variety of 
considerations There is no evidence that a 
breakthrough of any kind has been achieved 
in exports which would be reflected m a nsc 
in the country’s share of world exports The 
improvement in export performance in the 
past three years, partly a recovery of ground 


totthifhehlkia! 

coincided with economic recovery in the 
industrialised countries and accelerated 
growth of world trade. The rate of growth of 
world trade volume has risen from 3.9 per 
cent in 1993 to 8 7 per cent m 1994 and 7.9 
per cent in 1995 and is expected to be 6.5 per 
cent in 1996 

Specifically, the trends in some of the 
country' s crucial exports have been anything 
but heartening For instance, exports of 
readymade garments at $4 46 bn m 1995-96 
had gone up by only about 6 per cent and 
were about 7 per cent below the target of 
S4.80bn for the year This has been attributed 
to the recession in the global market and the 
emergence of Bangladesh as a major 
competitor to add to the existing keen 
competition from China, Pakistan and 
Nepal Growth ot exports of some other 
manufactured goods as well, such as textiles, 
leather, leather footwear and dyes and 
intermediates, was niggardly in 1995-96 

The seemingly impressive growth of 
exports m dollar terms has been partly the 
outcome ot the depreciation of the dollar m 
relation to the other major currencies The 
dollar depreciated by about 30per cent against 
the yen between 1991 and 1995. by 15 per 
cent against the deutschemark, by 12 5 per 
cent against the French fianc and by 10 per 
cent against the pound sterling The 
depreciation of the dollar has the effect of 
inflating the dollar value of the pari of our 
exports which is not invoiced in dollars 

It allowance is made for some of these 
factors, the actual growth of exports in the 
post-reform period is unlikely to turn out to 
have been higher than that in the earlier 
period On the other hand, import growth has 
accelerated rapidly with the nse m non-POL 
imports touching almost 30 per cent m each 
of the past two years The import liberalisation 
together with the drastic reduction of import 
tariffs have stimulated the economy * s appetite 
for imports, especially imports of a 
maintenance nature It is by no means 
established that the unbndled growth oi 
imports has been a necessary condition for 
the export performance, such as it has been 

A disquieting aspect of trade policy in the 
reform period has been the re-emergence of 
various export incentives on top of the large 
depreciation of the rupee When the rupee 
was devalued by about 17-18 per cent in Jul) 
1991, the government had made a spect 
fic commitment that the structure oi 
discretionary export incentives would be 
dismantled As it happens, the rupee has 
depreciated sharply from Rs 19 20 to Rs 3 s 
per dollar and yet export subsidies and 
incentives have continued and even been 
added to. The only difference is that whereas 
the burden of theerstwhile cash compensatory 
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idtaM (CCS) wts tdmiptteat and aifloN 
talnaWe from the government* t budget, die 
cost of the various export incentives and 
concessions in operation now is hidden in 
the form of duty exemptions, import licences 
marketable at a premium, and so on The 
export support measures include duty-free 
import of capital goods, transferable advance 
licences forimports required for exports, the 
vaunted passbook system forgiving exporters 
duty credits on exports and permitting high- 
premium imports and, above all, the system 
of transferable special import licences (S1L) 
granted to export houses, star trading houses 
and superstar trading houses undei which as 
many as 90 items of consumer goods, 
including gold and silver, are permitted to be 
imported Government spokesmen have freely 
admitted that the advance licences and the pass¬ 
book scheme especially have been abused on 
a massive scale, not just by fly-by-night 
operators but also by some of the most res¬ 
pected names in the Indian corporate sector 
The accumulation of foreign exchange 
reserves has been at the core of the 
government s claims of the success of the 
reforms But as is well known, the major 
contribution to the rise in reserves has come 
from capital receipts in the form of portfolio 
investment and non-resident Indians' 
deposits The post reform period has seen a 
sharp nse m external liabilities The Asian 
Development Bank (ADB) estimates India's 
external liabilities to have gone up from 
$83 80 bn in March 1991 to $99 04 bn by 
March 1995 and possibly $104 30 bn by 
March 1996 The ADB has projected India's 
external debt to gal lop by over $ 10 bn in each 
of the next two years to touch $114 bn by 
March 1997 and $125 7 bn by March 1998 
These figures do not of course include so 
called non-debt liabilities in the form of 
portfolio investment Even foreign equity 
investment in projects requires a multiple of 
borrowed capital from abroad The ADB 
expects India's export growth rate to slow 
down from 21 percent in 1995-96 to 18per 
cent m 1996-97 and 15 percent in 1997-98, 
even as import growth is sustained at high 
levels and debt service payments areexpected 
to go up rapidly Given this scenario, the 
large inflows of external finance, necessitated 
by the insufficiency of domestic savings, 
constitute a growing source of destabilisation 
of the external sector and, of course, the 
economy as a whole 

KARNATAKA 

Beyond Castes 

WHILE the pre-poll forecasts did not get tt 
all wrong, they had not led anyone to expect 
the sort of decisive vote that the Janata Dal 


has got in Karnataka, Tha election results 
certainly seem to have surprised the party's 
own pundits who, just before the first phase 
of polling, were counting on the party win¬ 
ning 10 seats But it would seem that the 
Janata Dal's choice of candidates, which 
overwhelmingly reflected the influence of 
chief minister Deve Gowda, clicked 
Essentially all parties had based their 
calculations on the traditional vokkaliga/ 
lingayat caste considerations The Janata 
Dal too, with nine lingayat and seven 
vokkaliga candidates, had aimed at con¬ 
solidating the support it had received from 
the two communities in the assembly 
elections in 1991 Then 33 lingayats and 31 
vokkaligas had been elected to the assembly 
on the party s ticket Then as now, while 
Deve Gowda commanded the vokkaliga 
votes, it was Ramaknshna Hegde'scampaign 
in northern Karnataka which garnered the 
lingayat support Moreover, Deve Gowda 
by achieving a good mix in the cabinet had 
by and large ensured that there were no 
serious caste grievances Hts cabinet includes 
nine hngavats seven vokkaligas, six from 
the scheduled castes, nine from other 
backward communities and three Muslims 
The B JP too tried to attract the support of the 
dominant castes by projecting Yediyurappa 
a, a lingayat leader While that has not 
worked it has been able to gam significant 
vokkaliga and upper caste votes and has won 
the Mangalore seat The BJP’s attempt to 
create a rural base by inducing one of the 
leaders of the Raith Sangha, Babagowda 
Patil to join the party with several followers 
does not seem to have succeeded If it has 
won the Bidar reserved seat in north 
Karnataka it is more because of the candidate 
than the party Interestingly, even theTumkur 
seat has been won by the Janata Dal against 
BJP's S Malhkarjumah, the deputy speaker 
Despitethepartv s long experience of playing 
caste politics a combination of factors not 
least of all poor choice of candidates and 
internal dissensions eroded the traditional 
minority and backward caste vote banks of 
the Congress 

Interestingly, none of the parties attempted 
to specially woo women voters, even in 
some South Kanara constituencies where 
women voters form the larger proportion of 
voters This is surprising, given that the state 
has one of the more successful Mahila 
Samakhya programmes which went some 
way in sensitising women to political issues 
ptior to the local elections in the state in 
which more than 44.per cent of those elected 
were women, including some to general seats 

Thus the support of the two politically 
dominant castes is only one reason for the 
Janata Dal's success The party’s state 
leadership has systematically cultivated 


other badkwasd groups,dalite 
Its second level leadership has been 
consciously drawn from among these Hie 
party's success in defusing the controversy 
over the hoisting of the flag in the Idgah 
Maidan in Dharwad and the subsequent 
drawing of Muslim leaders in the area into 
its fold has played a role in the support it 
has received from the Muslim community 
On the other hand it is significant that the 
Dharwad north seat has been won b> the B JP 
candidate who was at pains not to focus on 
the Idgah issue or m fact on any communal 
issue here seeking only to project the party 
as the only choice for a stable government at 
the centre 

What is significant is that De\e Gowda's 
emphasi s on slate level issues has had greater 
success in generating support than the 
national manifestos of all the parties The 
chief minister has been at pains to attract the 
support of the minorities and the backward 
classes and dahts by quite consistent!) 
projecting himself and his government as 
pro-poor and secular Despite grave problems 
such as the power situation in the state, the 
neglect of water resources and even the state 
government s failure to deal with the sugar 
glut in the sugarcane region of Mandya, 
Deve Gowda has been able to project the 
image of a government which is doing its 
best to cope with difficult situations The 
BJP, for instance had made the sugarcane 
issue a major electoral plank m Mand>a but 
was unable to win the seat The chief ministei 
has also been outspoken about the need for a 
review of centre state relations calling for 
greater devolution of political and economic 
powers to ihestates Tim has t Icarly appealed 
not onlv to the fatmers lobb> but also the 
urban middle class 

KASHMIR 

Less Equal 

A correspondent writes 

IP the Pakistan high commissioner s recent 
utterancesonelcctions in Jammu and Kashmir 
are considered improper b> the standards of 
diplomatic protocol, the knee-jerk reaction 
of the Indian media and politicians can be 
regarded as expressions of infantile 
xenophobia What Ria/ Khokar stated m his 
interview has been long well known in this 
country His allegation that all elections m 
Jammu and Kashmir held m the past have 
been rigged had been confirmed years ago 
by Indian political observers of various shades 
in reports and books it is generally 
acknowledged that barring thcelcc tions held 
dunng the first Janata regime at the centre, 
the voters m Kashmu have hod hardly a 
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chance to choose their 

elections. The same newspapers which are 
today crying for Khokar’s blood, alleged 
that Sheikh Abdullah ngged the first elec¬ 
tions m Jammu and Kashmir in 1951 As late 
as 1987 - the last time elections were held 
in the state - the newspapers again com¬ 
plained that the Sheikh's son. Farooq 
Abdullah, ngged the elections m order to 
defeat his opponents So what is all the 
uproar about 7 

As for the present elections in Kashmir, 
Khokar merely repeated what his country's 
foreign minister, A A Ah. had said a month 
ago at the UN Human Rights Commission in 
Geneva, where he denounced the proposed 
elections in the valley as a 'charade', 'a 
farce' and as 'fraudulent' His pnme minis¬ 
ter, Benazir Bhutto, recently went a step 
further when she told the CNN m an inter¬ 
view on April 30 that the parliamentary 
elections would produce a "weak coalition 
government" m New Delhi unable to take 
bold decisions 

Now, what do we do about such statements 9 
However embarrassing and uncomfortable 
they might be tor those sulfenng from the 
super-patriotic virus, we cannot deny that 
such speculations do contain an element of 
validity, given the state of political affairs in 
India today To be honest to ourselves, we 
should admit that elections which have to be 
conducted under army protection and which 
are boycotted by some of the leading political 
parties and groups m the valley (like the 
National Conference and the Hun lyat) leave 
much to be desired Such an electoral scene 
surely does not enhance the prestige of the 
world's largest democracy 

That apart, the basic precondition of any 
democratic exercise that everyone should be 
treated equally has been thrown overboard 
in the case of fixing election dates tor the 
valley While parliamentary and assembly 
elections were held all over the country on 
certain common dates (between the last 
week of Apnl and the first week of May), 
in Jammu and Kashmir, bamng the two 
parliamentary constituencies of Jammu 
and Ladakh, m the state's remaining four 
Lok Sabha seats and the assembly consti¬ 
tuencies, polling will take place at the end 
of May - after the results of the general 
elections held all over India have been 
announced 

On the quite convincing ground that 
announcement of election results from the 
rest of India could prejudice polling in the 
valley, two candidates from Jammu and 
Kashmir tiled a petition before the Supreme 
Court seeking either the postponement of the 
counting process until the completion of 
polling in Jammu and Kashmir or the holding 
of early elections m the state The apex court 


however dismissed the petition. Yet, it has 
always been the practice to start countihg of 
votes and announcing the results only after 
polling in all parts of the country has been 
completed The exception m the case of the 
valley today speaks volumes for the nature 
of New Delhi’s policies towards theelectorate 
there. If the Indian government was sure that 
the popular mood in the valley was in favour 
ol participating in the electoral process, what 
prevented it from treating them on an equal 
footing with the rest of the Indian electorate 
and holding the elections there at the same 
time 9 Was it the need to bring in all the 
paramilitary forces from the other parts of 
the country (where they were deployed to 
protect candidates and would be free only 
after the polls there were over) and 
concentrate them m the valley dunng the 
elections there 9 It would be worthwhile to 
find out how many people vote there and 
how many army and paramilitary personnel 
per voter are deployed in the valley during 
the polling 

CHILD LABOUR 

Paper Scheme 

WHILE the country was busy with the general 
elections. Child Labour Day on Apnl 30 
passed oft without so much as being noticed 
by the media and politicians The election 
manifestos floated in the market by the 
political parties hardly mentioned the 
problems of this section of the Indian working 
population, since these children do not have 
any lobby to voice their gnevances 

Yet, the child labour force, which stands at 
present at 23 million, is growing by 4 per 
cent per year, according to the government- 
appointed Commi ssion on Labour Standards 
and International Trade. Non-official groups 
put the number at anything between 60 and 
100 million India’s track record m this respect 
has become an international scandal of sorts, 
with campaigners in the US and European 
countnes urging boycott ol Indian carpets 
and other goods manufactured with the help 
of child labour According to one estimate, 
there are 3,00,000children working m carpet 
manufacturing, 1,00,000 in gem cutting, 
50,000 in glassware production and about 
25,000 in leather and leather goods The 
introduction of the 'Rugmark' label to 
distinguish Indian carpets produced without 
using child labour is expected to dissuade 
manufacturers and exporters from exploiting 
children since products without the 
'Rugmark' label will not be accepted in the 
western market 

But the number of children engaged in 
the export sector is insignificant in 
comparison with those employed in non- 


expbttinamifactiiring ~ & sou» extterody 
hazardous industries such as match-making 
m Sivakasi or electroplating in west Delhi 
right under the nose of the government ot 
India. If, to these children employed in 
manuf actunng, we add those engaged in the 
rural sector (in agricultural activities, 
domestic chores, etc), the number will 
definitely exceed those toiling in the carpet, 
gem-cutting or glassware industries Since 
exports from these industries reach the west, 
campaigners there are concerned about child 
labour being used in them, totally oblivious 
ol the vaster area in India where child labour 
is almost an accepted norm 
Restriction of attention to the issue of 
child labour in the export sector only (the 
sudden concern being jogged by campaigns 
by NGOs and governments in the west) will 
miss out the more complex factors and diverse 
dimensions involved in the employment ot 
children in various sectors ot our economy 
The demand for a total ban on child labour - 
often voiced by western NGOs and their 
Indian associates - ignores the grim reality in 
India, where altruistic legal measures nave 
been always frustrated by the rather 
uncomfortable collaboration of two forces - 
the manipulation and manoeuviability ot 
those in powci, whether as rural landlords or 
as industrialists, on the one hand and the 
economic compulsions and abject 
helplessness ot those employed on the other 
The preponderance of child labour in our 
countryside (which mainl> leads to the high 
drop-out rates from the primary schools) is a 
reflection ot the desperate need of the small 
farmer or agricultural labouicr to use his 
children (as soon as they are old enough to 
help him in his occupation) to he able to 
increase the production ot his meagre farm 
or earn enough to add to income in the case 
of landless agricultural labourer It is the 
same poverty that drives migrant labourers 
in the cities to send their c hildrcn to work 
even in hazaidous industries 
Any attempt to eliminate, or even reduce, 
child labour must therefore be linked with 
programmes of poverty alleviation and 
rehabilitation of the children m schools A 
scheme, announced m the Lok Sabha in 
August last, had an outlay of Rs 850 crorc, 
and was meant to be implemented in about 
100 selected districts from November 1 to 
rehabilitate over 2,00,000 children working 
in hazardous industries. They were to be 
taken off their jobs and admitted in special 
schools. The project also had provisions for 
mid-day meals and Rs 100as stipend. It is six 
months now from the date when the project 
was supposed to be implemented But no one 
seems to know how far it has progressed. 
Like many other similar schemes, this project 
also is likely to remain on paper only. 
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H#5-96 ended with a trade deficit of $4.5 bn. as the rite in imports <28.7 percent) far exceeded that in exports (21.4 per cent). Based on BoP data for the year, 
merchandise deficit may exceed$6bn. Industrial production in the third quarter of 1995-96showed some deceleration. The hardest hit were infrastructure groups 
tike muling and quarrying and electricity, while the manufacturing group sustained a high growth of 13 per cent. Use-based classification of industries suggests 
continued robust performance of capital goods and consumer durables. In the whole of 1995. impressive growth rates were observed in food products, beverages, 
wood, paper and paper products. leather and leather products, machinery (particularly electrical), basic metals and metal products and transport equipment. 


Macroeconomic Indicators 


Index Numbers of Wholesale 

Prices (1981-82 = 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel. Power, Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April 01-20. 1996) 


Cost of Living Indices 


Weights 


Apr 20. 
1996 




1995-96 1994-95 1993-94 1992-93 


Latest Previous 1996-97 1995-96 


4.5 

9.9 

1.1 

0.9 

4.9 

10.4 

10.8 

70 

5.7 

10.9 

1.8 

04 

5.7 

12.7 

11.5 

3 0 

9.1 

ll.l 

2.4 

1.1 

9.7 

11.9 

4.4 

5.4 

-0.1 

12.1 

1 1 

-0.9 

-1 1 

15.5 

24.9 

-1.4 

3.7 

2.4 

3.1 

0.0 

-0.1 

2.4 

13.1 

15.2 

4.0 

10.8 

0.3 

1.3 

5.4 

10.7 

9.9 

79 

-04 

6.3 

1.2 

1.4 

03 

8.1 

12.3 

6.8 

6.0 

9.5 

2.0 

1.2 

66 

10.6 

7.0 

5.8 

7.3 

10.6 

4.5 

52 

7.7 

10.9 

8.3 

10.1 


Variation (Per Cent): Point-lo-Poin 


Over 12 Months Fiscal Year So Far 1994-95 1993-94 1992-93 1991-92 
Latest Previous 1995-96 1994-95 


Industrial Workers (1982=100) 316 

Urban Non-Man Emp( 1984-85=100)* 258 7 1 6 10 3 9.9 

Agri Lab (July 60 to June 61=100) 9 1390 2 0.0 6.8 11.6 

& Derived: based on linking factor between old and new series (1986-87=100) 


8.6 

9.8 

7.8 

90 

97 

9.9 

6.1 

10 3 

9.9 

5.7 

5 4 

9.9 

8.3 

6.8 

6.8 

11.6 

6.9 

10.7 

10.6 

11.6 

0./ 


Variation 


Money arid Banking (Rs crorc) 


Money Supply (M,) 

Currency with Public 
Deposits with Banks 
Net Bank Credit to Govt 
Bank Credit to Comrol Sector 
Net Foreign Exchange Assets 
Reserve Money 
Net RBI Credit to Centre 
Ad hoc Treasury Bills 
Scheduled Commercial Banks 
Deposits 
Advances 

Non-Food Advances 
Investments 

All 


Apr 12. 

1996 Over Month 


609177 

123669 

479285 

266676 

339957 

76009 

188971 

128071 

35255 


21180(3.6) 
2608 (2.2) 
17693 (3.8) 
12486 (4.9) 
8321 (2.5) 
636 (-0.8) 
3867 (2.1) 
8848 (7.4) 
1545 


21180(3.6) 
2608 (2.2) 
17693 (3.8) 
12486(4.9) 
8321 (2.5) 
-636 (-0.8) 
3899 (2.1) 
8848 (7.4) 
5810 


14329 (2.8) 
2311 (2.2) 
11795(2.9) 
10222 (4.6) 
10096(3.6) 
3912(5.4) 
11202 ( 6 . 6 ) 
8738(8.7) 
7065 


75827(14 8) 
18177(17 7) 
55365(13.6) 
33523(15.2) 
50873 0 8.1) 
4770 (6.6) 
16516 (9 8) 
18725(18.6) 
1750 


76836 0 7.7) 
19255 (23.0) 
56375 06.1) 
17004 (8.3) 
43237 0 8 2) 
22112(44.4) 
31151 (22 7) 
2641 <2 7) 
6300 


432625 14980(36) 14980(3.6) 10405(2.8) 50947(13.9) 51566 0 6.4) 

253315 5871 (2.4) 5871 (2.4) 6716 (3.3) 44751 (22.1) 38275 (2? 2) 

243905 7011 (3.0) 7011 (3.0) 7828 (4.1) 47355 (25.0) 36028 (23.5) 

166402 3869(2.4) 3869(2.4) 1446(1.0) 14669(99) 15341 0 1 6) 

monetary and banking data presented here are based on Last Reporting Friday figures 


73010(20.2) 
14178(20.4) 
58246 (20.0) 
31144(18.1) 
21797(10.1) 
27924 0 27.9) 
34787 (33 9) 
3279 (3 5) 
6445 

47985(18.0) 
13364 (8 8) 
9200(6.4) 
26978 (25.6) 



May 3. 

Month Year 1 

1996-97 S 

jq Far J 

1995-961 

>o Far 

End of Fiscal Year ' 

1 Capital Market 

19% 

Ago Ago 

Trough 

Peak Trough 

Peak 

1995-96 

1994-95 

1993-94 

- - i 

BSE Sensitive Index (1978-79=100) 

3786(23.3) 

3444 3069M6.4) 

3367 

3870 

2826 

3584 

3367(3.3) 

326I(—13.7) 

3779(65.7) 

National Index (1983-84= 100) 

1735(16.5) 

1583 J 490(-I6 5) 

1549 

1760 

1304 

1691 

1549(-3.5) 

I606M2.2) 

1830(79.2) 

BSE-200 (1989-90=100) 

392(15.3) 

357 34<X-23.3) 

345 

399 

289 

385 

345 (-6.3) 

368(-l8.2) 

450(92.3) 

NSE (Nov 5.1995a 1000) 

1119 

_ 

1107 

1145 


_ 

— 

- 

- 

SkindiaGDR Index (Apr 15, 1994=100) 88(25.5) 

79 71 

79 

90 

61 

91 

79(1.3) 

78 


Foreign Trade March 


Cumulative for Fiscal Year So Far 




1996 

1995 % 

1994-95 

1993-94 


1992-93 


1991-92 

1990-91 

1989-90 


US$ mn 
Imports: Rs crore 
US $ mn 

Non-POL US $ mn 
Balance of Trade: Rs crore 
US $ mn 


31831 (21.4) 
121647(37.1) 
36370(28.7) 
29214 (29.6) 
-15182 
-4539 


82338(18.4) 
26223 0 8.3) 
88705(21.8) 
28251 (21.7) 
22S38 (28.4) 
-6367 
-2028 


69547 (30.4) 
22173 (20.4) 
72806 0 5 7) 
23212(6.8) 
17456(10.6) 
-3259 
-1039 


53688(219) 44042 (35.3) 
18537(3.8) 17866 (-1.5) 

63375(32.4) 47851 (10.8) 
21882(12.7) 19411 (-19.4) 
15782(12.3) 14047 (-22.2) 


32553(17.6) 
18143(9.1) 
43193 (22.0) 
24073(13.2) 
18045 (3 1) 
-10640 
-5930 


27681 (36.8) 
16626(19.0) 
35416(25 4) 
21272 (9.1) 
17504(6.2) 
-7735 
-4646 


Exchange Rates (Rupees May 9, Month May 11, _| 

per unit of foreign currency) 1996 Ago 1995 Dec 95 


US Dollar 34.8 34.20 31.40 35.18 

British Pound 52.7 52.00 49.81 54.45 

Deutsche Mark 22.8 22.78 22.78 24.46 

Japanese Yen 0.3303 0.3149 0.3767 0.3413 


Foreign Exchange Reserves 
(excluding gold) 


Rs crore 
US$mn 


Jun95 1995-% 1994-95 1993-94 1992-93 1991-92 1990-91 


34.8 

34.20 

31.40 

35.18 

33.% 

52.7 

52.00 

49.81 

54.45 

53.66 

22.8 

22.78 

22.78 

24.46 

23.95 

0.3303 

0.3149 

0.3767 

0.3413 

0.3450 < 

Apr 26, 

Apr 28. 

Mar 29. 



19% 

1995 

19% 

Month 

Year 




Ago 

Ago 

59527 

64578 

60051 

-524 

-5051 

17254 

20557 

17128 

126 

-3303 



—.VfrfiatipP*; 

Fiscal Year So Far 


Iyer_ 

1995-% 


1994-95 


126 -259 -3688 
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Industrial Production 


Index Nonbcrs of Industrial 

Weight 

Oct- 

Jul- 

Apr- 

Jan- 

Oct- 

Jul- 

Apr- 

1994-95 

1993-94 

1992-93 

1991-92 

Production: MjQnr Groupwisc 
(1980-81=100) 


Dec 95 

Sep 95 

Jun95 

Mar 95 

Dec 94 

Sep 94 

Jun94 





General Index 

1000.00 

287.2 

270.6 

259.8 

281.5 

259.7 

243.4 

227.2 

252.9 

232.0 

2189 

213.9 




(10.6) 

(11.2) 

(14.4) 

(8.5) 

(9.3) 

(9.9) 

(8.4) 

(9.0) 

(6.0) 

(2.3) 

(0.6) 

1 Mining and quarrying 

114.64 

266.0 

240.9 

242.1 

294.3 

2601 

226.8 

210.0 

247.8 

231.5 

223.7 

222.5 




(2.3) 

(62) 

(15 3) 

(5.5) 

(10.3) 

(112) 

(14) 

(71) 

(3 5) 

(0.6) 

(0.6) 

I Manufacturing 

771.07 

282.5 

266.1 

251.0 

271.8 

250.2 

237.2 

219.1 

2446 

223.5 

210.7 

206.2 




(1Z9) 

(12.2) 

(14.6) 

(9.0) 

(8.9) 

(10.3) 

(9.8) 

(9.4) 

(61) 

(2 1) 

(0.7) 

I Electricity 

114.29 

339.8 

330.8 

337.0 

333.5 

323.5 

301.8 

299.5 

314.6 

290.0 

269 9 

257.0 




(5.0) 

(9.6) 

(12.5) 

(8.6) 

(113) 

(7.1) 

(6.9) 

(8.5) 

(7.5) 

(5.0) 

(8.5) 

Index Numbers of 

Industrial Production: 

Uae-Baaed ClamfflcaHon 

1 Basic goods industries 

394.18 

290.4 

280.9 

274 8 

295.0 

276 2 

252 3 

244.7 

267 1 

254 9 

232 9 

226 9 




(5.1) 

(113) 

(12.3) 

(2.8) 

(62) 

(2.7) 

(6.9) 

(4 8) 

(9.4) 

(26) 

(6 5) 

I Capital goods industries 

164.27 

398 6 

356.0 

318.6 

375.0 

323.6 

321.7 

253.7 

3190 

255 4 

266.1 

266 8 




(23 2) 

(107) 

(25 6) 

(23.7) 

(21.4) 

(35.5) 

(18 3) 

(24.9) 

M 0) 

(-0 3) 

(-8.5) 

Intermediate goods 

205.07 

236.4 

233.5 

216 7 

216.6 

214.0 

2120 

204 2 

211 7 

203 9 

182 6 

173 2 

industries 


(10 5) 

(101) 

(61) 

(2.3) 

(3 8) 

(3.8) 

(5 5) 

(3 8) 

(117) 

(5 4) 

(-20) 

Consumer goods industries 

236 48 

248.6 

226.1 

231.2 

248 8 

227 2 

201 2 

199 7 

219 2 

202 0 

194 2 

190 8 




(9.4) 

(124) 

(15.8) 

(9.3) 

(9.9) 

(8.7) 

(6 1) 

(8.5) 

(40) 

(18) 

(10) 

1 a Consumer durables 

25 50 

568.9 

518.6 

471.2 

453 2 

414.3 

380.7 

377 5 

406.5 

369 4 

313 1 

320 5 




(37.3) 

(36 2) 

(24.8) 

(5.7) 

(12.1) 

(8.5) 

(15.0) 

(101) 

(18.0) 

(-2 3) 

M0 9) 

1 b Consumer non-durables 

210 96 

209 9 

190.8 

202 2 

224.0 

204 6 

179.5 

178.2 

1966 

1817 

179 3 

175.3 




(2.6) 

(6.3) 

(13.5) 

(10.1) 

(9 4) 

(8.7) 

(4 0) 

(8 2) 

(13) 

(2 3) 

(40) 

Index Numbers of Industrial 

Production: Group wise 

Code No 

1 20-21 Food products 

53 27 

212.3 

127 1 

181 5 

285.0 

207 1 

114 1 

125.J 

182 9 

1603 

175 3 

178.0 




(2.5) 

(11.4) 

(44 9) 

(22.9) 

(18.8) 

(113) 

(-3.3) 

(14.1) 

(-8.6) 

(-1.5) 

(48) 

22 

Beverages, tobacco and 

15.71 

152.4 

147.0 

161 3 

137 9 

115.2 

120 9 

149.9 

131 0 

137 8 

113 7 

107 3 


tobacco products 


(32.3) 

(21.6) 

(7.6) 

(-1.4) 

(4.4) 

(0.8) 

(60) 

(-4 9) 

(21 2) 

(6 0) 

(2 4) 

23 

Cotton textiles 

123.09 

159.4 

157 0 

158.4 

157 6 

156.2 

154 5 

155 1 

155 8 

160 5 

150 1 

139 0 




(2.0) 

(1.6) 

(2 1) 

(-1-3) 

(-3 0) 

(-3 0) 

(-1 9) 

(-2 9) 

(6.9) 

(8 0) 

(9 8) 

23 

Jute, hemp, and mesta 

19.99 

98.2 

91 0 

85.8 

98 6 

109 0 

82 7 

79 2 

92 4 

103 2 

87 0 

908 


textiles 


(-99) 

(10.0) 

(8.3) 

(-41) 

(1.7) 

(-19 7) 

(-20 7) 

(-10 5) 

(186) 

( 4 2) 

(-106) 

26 

Textile products 

8.17 

92.1 

88.4 

78.1 

78.4 

78 7 

79 4 

77 2 

78 4 

73 4 

75 8 

97 2 


other than footwear 


(17.0) 

(8.8) 

(1.2) 

(1.0) 

(-4.6) 

(10.3) 

(25 5) 

(6 8) 

(-3 2) 

(-22.0) 

(-5 8) 

27 

Wood and wood products. 

4.48 

232.1 

224.5 

219.1 

229 0 

202.6 

194 2 

205 4 

207 6 

199 * 

190 5 

185 0 


furnitures and fixtures 


(14 6) 

(15.6) 

(66) 

(105) 

(2 1) 

(-2.2) 

(6 3) 

(4 2) 

(4 6) 

(3 0) 

(-6 2) 

28 

Paper and paper products 














and printing, publishing 

32.35 

284.3 

284.8 

274 1 

273.7 

259 5 

253.8 

239 6 

256 6 

224 9 

2109 

203 0 


and allied industries 


(9 6) 

(12.2) 

(14 4) 

(16.1) 

(12.4) 

(16.0) 

(118) 

<14 1) 

(6 6) 

(3 9) 

(2 5) 

29 

Leather and fur products 

4.89 

229.7 

229.6 

222.2 

227 9 

187 5 

204 5 

223.8 

210.9 

203.0 

187.7 

181 3 



(22.5) 

(12.3) 

(-0.7) 

(13 7) 

(-5.9) 

(17) 

(60) 

(3.9) 

(8.2) 

(3.5) 

(-6 7) 

30 

Rubber, plastic, petroleum 

40.00 

197.5 

197.7 

188.3 

188.7 

185.9 

188 7 

175 0 

184 6 

176.4 

174.6 

172.0 


and coal products 


(6.2) 

(4.8) 

(7 6) 

(0.2) 

(99) 

(9 4) 

(-0 3) 

(4 6) 

(-1.0) 

(1 5) 

(-1 1) 

31 

Chemicals and chemical 














products except products 125.13 

358.8 

353.2 

327.3 

340.3 

340.5 

322.3 

308.3 

327.8 

297.6 

276.9 

261 2 


of petroleum and coal 


(5.4) 

(9.6) 

(6.2) 

(114) 

(11.2) 

(7.1) 

(10.9) 

(101) 

(7.5) 

(60) 

(2.8) 

32 

Non-metallic mineral 

29 99 

253.4 

261.5 

250.8 

251.8 

231.5 

2180 

232 1 

233.4 

218.5 

209 0 

250.2 


products 


(9.5) 

(20.0) 

(8.1) 

(4.9) 

(9.4) 

(6 5) 

(6.5) 

(6.8) 

(15) 

(19) 

(6 3) 

33 

Basic metal and alloys 

98.02 

224.9 

220.7 

207.9 

218.6 

190.6 

188.6 

178.6 

193 9 

219 0 

168.5 

167.8 


industries 


(18.0) 

(17.0) 

(16.4) 

(-7.1) 

(-19.2) 

(-19 7) 

(5.2) 

(-11.5) 

(30.0) 

(04) 

(5 7) 

34 

Metal products and pans 
except machinery and 

22.88 

184.5 

168.5 

158.7 

164.1 

148.4 

146.6 

144.0 

150.8 

126.6 

124.6 

133 1 


transport equipment 


(24.3) 

(14.9) 

(10.2) 

(24.4) 

(16.5) 

(15.9) 

(19.5) 

(19.1) 

(1.6) 

(-64) 

(-7.0) 

35 

Machinery, machine tools 
and parts except 

62.40 

248.2 

242.5 

191.6 

238.9 

220.9 

1846 

177.4 

205 5 

188.4 

181 1 

183.3 


electrical machinery 


(12.4) 

(31.4) 

(8.0) 

(19.2) 

(112) 

(-10) 

(5.4) 

(9.1) 

(40) 

(-12) 

(-1.9) 

36 

Electrical machinery 














apparatus, appliances 

57.79 

794.8 

672.5 

556.5 

708.7 

605.3 

649 3 

455 7 

604.8 

453.5 

483 6 

493,7 


and supplies and parts 


(31.3) 

(3.6) 

(22.1) 

(30.2) 

(28.9) 

(55.3) 

(19.4) 

(33.4) 

(-6.2) 

(-2.0) 

(-12 4) 

37 

Transport equipment and 

63.86 

298.6 

275.9 

243.2 

271.8 

243.7 

225.4 

212.2 

238.3 

211.2 

200.6 

191.1 


parts 


(22.5) 

(22.4) 

(14.6) 

(8.2) 

(8.6) 

(17.3) 

(20.0) 

(12.8) 

(5.3) 

(5.0) 

(-07) 

38 

Other manufacturing 

9.05 

306.1 

278.8 

272.7 

287.1 

266.0 

253.9 

242.9 

262.5 

266.5 

281.3 

269.9 


industries 


(15.1) 

(9.8) 

(12.3) 

(10.8) 

(6.3) 

(-12.9) 

(-8.5) 

(-1.5) 

(-5 3) 

(4.2) 

(-16 1) 


Notes• (i) Superscript numeral denotes month to which figure relates, e g. superscript 4 stands for April, (ii) Figures in brackets ate percentage 
variations over the period specified or over the comparable period of the previous year. 
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KELVINATOR OP INDIA 

New Plant 

KELVINATOR OF INDIA (KIL), a subsid- 
iary of the US-hased Whirlpool Corpora¬ 
tion, has been merged with Whirlpool 
Washing Machines, the domestic washing 
machines manufacturing subsidiary of the 
US multinational. Whirlpool Corporation 
has acquired a 51 percent stake in KIL with 
the remaining 49 per cent being held by 
financial institutions and the general public 
and the new entity is to be called Whirlpool 
India While Whirlpool will benefit from the 
manufacturing and distribution facilities 
created by Kelvinator, it will not have the 
benefit of the brand name. The brand name 
will revert to Swedish multinational Elec¬ 
trolux. which owns the brand worldwide, 
according to a brand licensing agreement 
between Electrolux and Kelvinator of India 
Expo Machinery, the marketing outfit ot 
KIL, is also to be absorbed in Whirlpool ot 
India The electronic cash register division 
is to be taken over by Intrinsic Automation 
System 

KIL has been m India since 1960 and has 
a strong presence in the refrigeration industry 
The company has touched many highs and 
lows since 1991 In 1991 the company 
recorded a turnover ol Rs 339 crore and 
made a net profit of Rs 10 trorc A lock¬ 
out at its Fandabad factory in the same year 
had its repercussions with turnover plunging 
to Rs 260 crore and the company suffered 
a net loss of Rs 2 crore for the year ended 
1991-92 The same penod saw the piling up 
of raw materials and finished goods and a 
drop in capacity utilisation. High interest 
rates and a light money market added to the 
company*swoes In 1992-93, KIL*sturnover 
rosi marginally to Rs 277 crore but the net 
loss stood at Rs 11 crore. At the same time 
equity doubled to Rs 18 crore due to the 
company’s generous bonus and nght issues 
Another blow was that its 100 per cent 
subsidiary Expo Machinery, in which it had 
sunk Rs 2 crore as equity, suffered losses. 
The company in this penod reduced its raw 
matenal cost per refrigerator by Rs 350. The 
marketing network was also streamlined. 
These cost-cutting exercises started yielding 
results as the refrigeration industry started 
emerging from recession in early 1993 and 
the company did an amazing turnaround, 
attributed to reduction in interest burden and 
a rise in the operating margin. For the year 
ended 1993-94, turnover stood at Rs 440 
crore and profit at Rs 18 crore. The 1994- 
95 accounting year of KIL of India covers 
an 18-month period extending up to 
September 1995. The year saw losses 
amounting to Rs 36 crore and annualised 
turnover showing a drop of 20 per cent. No 
dividend has been recommended for the 
year. The company spent Rs 8 crore on a 
voluntary retirement scheme. 


During 1994-95 the company launched its 
Sterling range of refrigerators in the premium 
segment of the market. The company’s 
strategy for growth in the long run is to get 
a product into every market segment. As of 
now, it only has a 310 litre refrigerator, and 
its only competitor m this range is Godrej- 
GE. Whirlpool has at least six more products 
on the cards and is also planning to enter 
the highly competitive frost-free segments 
and to source products from India for other 
Asian markets. Whirlpool has acquired 
800 acres of land near Pune for a chloro 
fluorocarbon (CFC) free one million capacity 
refrigerator plant with a potential investment 
of nearly $ 200 million in two phases, with 
the first phase to be completed by the year 
2000. The new plant is to start production 
in the last quarter of 1997. The existing plant 
at Fandabad has a licensed capacity of 
I million refngerators. 

Exports dunng the year amounted to 
Rs 38 lakh. The company hopes to increase 
exports significantly m 1996. 

KOPRAN INDUSTRIES 

Expansion Plan 

One of the largest manufacturers of semi- 
synthetic penicillins, Kopran Industries is 
moving ahead aided by a policy of back ward 
and forward integration. While forward 
integration is sought to be achieved through 
the manufacture of sterile products and 
formulations which would be divided into 
penicillin and non-penicillin based products 
like parenterals, backward integration would 
involve manufacture of chemicals and 
intermediates. Kopran is also the third largest 
m the world for amoxycillin, a generic 
antibiotic made from penicillin G which 
accounts for almost 50 per cent of its turnover. 
Altogether, penicillin-based products 
account for about 70 per cent of the 
company's turnover with formulations 
accounting for the rest. Kopran’s other 
leading brands are Tim, an anti-dysentery 
and anti-amoebic, and Vent, an anti¬ 
asthmatic 

Kopran has an assured and stable supply 
of penicillin G, the main raw matenal for 
semi synthetic penicillins like ampicilhn 
and amoxycillin, in return for the technology 
it transferred to Harbin Pharmaceuticals, 
China's fourth largest drug company. In 
what is claimed to be the Erst instance of 
its kind, Kopran transferred knowhow for 
the manufacture of ampicillin tnhydrate to 
Harbin Pharmaceuticals. 

The company's plants are located in 
Mumbai and in Khopoli in Raigad district 
of Maharashtra. The company has full- 
fledged research and development activities 
at Vashi m Mumbai. Dunng the year the 
company started marketing injectible prod¬ 
ucts like Ciproqum infusions, Difisal infu¬ 
sions, etc. Vasonorm, an anti-hypertensive. 


KFW Um&nkVamda&m 


has been launched to complement the range 
of cardiac drugs. The company is engaged 
in the development of new products like 
lomefloxacin, azethromycin, cisapride, 
cefradine and cefazohn. The capacity 
utilisation in respect of bulk drugs woriced 
out to 70 per cent during the year under 
review as compared to 69 per cent during 
the previous year. Similarly, capacity 
utilisation in respect of tablets and capsules 
improved to 94 per cent from 87 per cent 
m the previous year. 

Kopran had set an export target of Rs 100 
crore for 1995-96. Kopran has two 
subsidiaries, one m Hong Kong and the 
other in the UK, which are engaged in the 
marketing of Kopran products and sourcing 
strategic alliances. 

The company has a Rs 100 crore expansion 
plan on the anvil. The company is planning 
to set up two separate production facilities 
for formulations designed as per US FDA 
norms. It plans to introduce new molecules 
like ciprofloxacin, stenle cephalosporins, 
etc ft is increasing the capacity of Atenolol, 
a leading formulation brand, by 36 tonnes 
per annum with 40 per cent of the production 
earmarked for export. 

The company is expanding its semi- 
synthetic penicillin capacity from 800 tpa 
to 1.200 tpa It is also broadening the range 
of bulk drug categories like quniolones. 
Atenolol, new molecules like Cisapnde and 
Tramadol, along with stenle cephalosporins. 
The company is investing m the manufacture 
of chemicals and intermediates to be used 
capti vely. It is entenng the area of parenteral 
products It plans to set up a Rs 12 crore 
plant at Khopoli near Pune to produce powder 
mjectibles which is to be commissioned by 
1996-97 

The company closed the financial year 
with a sales turnover of Rs 206 crore, up 
by 30 per cent from Rs 158 crore m the 
previous year. Other income rose by 126 per 
cent taking total income to Rs 219 crore, up 
by 35 per cent from 162 per cent in the 
previous year. Interest costs came down by 
52 per cent Provision for depreciation and 
tax rose by 59 per cent and 60 per cent, 
respectively. The company made a net profit 
of Rs 28 crore, up by 93 per cent from Rs 
15 crore m the previous year. A dividend 
of 35 per cent lias been recommended by 
the directors. 

KANORIA CHEMICALS 

Higher Ibrnover 

A part of the Ajay Kanona group, Kanoria 
Chemicals and Industries is engaged in the 
manufacture of cement, caustic soda, chlo¬ 
rine, chlorine products and other chemicals, 
jute goods, cloth and yam. The company has 
production facilities in Bagalkot in 
Karnataka. Rcnukoot in Uttar Pradesh and 
Ankleshwar in Gujarat. 
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Financial Indicators 

Ketvinator of 
India 

K* 

iran 

Kan 
Chen 

aHa ' 
deals 


Sept 

1995 

March 

1994 

March 

1995 

March 

1994 

March 

1995 

March 

IW4 

Xncome/approprftations 

1 Net sales 

36326 

36312 

20631 

15829 

18387 

15020 

2 Value of production 

39867 

37781 

21619 

16134 

19078 

15115 

3 Other Income 

1458 

436 

237 

105 

476 

218 

4 Total income 

41325 

38217 

21856 

16239 

19554 

15393 

5 Raw matenals/stores and 
spares consumed 

25094 

21854 

15170 

11064 

6698 

5246 

6 Other manufacturing expenses 

1313 

795 

300 

212 

5792 

4517 

7 Remuneration to employees 

4144 

2837 

673 

368 

1287 

1102 

8 Other expenses 

10756 

8620 

2009 

2097 

2322 

1917 

9 Operating profit 

18 

4111 

3704 

2498 

3455 

2551 

10 Inlci est 

2023 

1650 

340 

703 

1281 

1168 

11 Gross profit 

-2005 

2318 

3364 

1801 

2211 

1402 

12 Depreciation 

781 

556 

311 

196 

583 

436 

13 Profit before tax 

-3624 

1761 

3053 

1605 

1628 

966 

14 Tax provision 

0 

1 

240 

ISO 

0 

0 

15 Profit after tax 

-3624 

1760 

2813 

1455 

1628 

966 

16 Dividends 

0 

212 

471 

400 

320 

206 

17 Retained profit 

-3624 

1548 

2.342 

1055 

1.308 

760 

Liabilities/assets 

18 Paid-up capital 

3173 

1783 

1430 

800 

1873 

822 

19 Reserves and surplus 

34610 

12900 

14706 

3624 

14130 

7621 

20 Long-term loans 

3465 

3695 

3836 

1459 

7375 

5415 

21 Short-term loans 

957 

6628 

3585 

3373 

1111 

2413 

22 Of which bank borrowings 

700 

4309 

227 

1034 

mi 

964 

23 Gross fixed assets 

18382 

20126 

5902 

3068 

22996 

18936 

24 Accumulated depreciation 

7905 

6511 

807 

496 

6509 

5565 

25 Inventones 

9142 

5752 

6212 

3720 

2890 

2079 

26 Total assets/habilities 

46609 

33379 

29399 

12085 

27476 

19184 

Miscellaneous items 

27 Excise duty 

6931 

7250 

223 

84 

3062 

1632 

28 Gross value added 

2201 

6543 

4423 

2922 

4701 

3660 

29 Total foreign exchange income 

38 

239 

8379 

4897 

1266 

851 

30 Total foreign exchange outgo 

1653 

1655 

7912 

5594 

593 

160 

Key financial and performance ratios 
31 Turnover ratio 

(sales to total assets) <%) 

77 9 

108 8 

70 2 

131 0 

669 

78 3 

32 Sales to total net assets (%) 

86 1 

145.3 

87 6 

171 0 

75 7 

92.3 

33 Gross value added to 
gross fixed assets (%) 

12.0 

32.5 

74 9 

95.2 

204 

19.3 

34 Return on investment 

(gross profit to total assets) (%) 

-4 3 

69 

114 

14 9 

80 

7 3 

35 Gross profit to sales 
(gross margin) (%) 

-5 5 

6.4 

16 3 

114 

120 

93 

36 Operating profit to sales (%) 

00 

11.3 

18 0 

15 8 

18.8 

17 0 

37 Profit before tax to sales (%) 

-10 0 

4.8 

14 8 

10.1 

8.9 

64 

38 Tax provision to 
profit before tax (%) 

00 

0.1 

79 

9.3 

00 

0.0 

39 Profit after tax to net worth 
(return on equity) {%) 

-9 6 

120 

174 

32.9 

10 3 

114 

40 Dividend (%) 

000 

12.00 

35.00 

50.00 

25.00 

25 00 

41 Earning per share (Rs) 

-11 42 

9.98 

19.67 

18.19 

9.73 

11.75 

42 Book value per share (Rs) 

119 1 

83 2 

1128 

55.3 

94.5 

102 7 

43 P/E ratio (based on latest and 
corresponding last year's pnee) 

-9 3 

16 5 

180 

22.3 

28 

119 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

92 

25.2 

23 8 

109 2 

46.7 

64.1 

45 Short-term bank borrowings 
to inventones (%) 

77 

74.9 

37 

0.0 

38 4 

46.4 

46 Sundry creditors to 
sundry debtors (%) 

38 4 

45 8 

1129 

$3.5 

102.2 

124.7 

47 Total remuneration to employees 
to gross value added (%) 

188.3 

43.4 

15.2 

12.6 

274 

30.1 

48 Total remuneration to employees 
to value of production (%) 

10.4 

7 5 

3 1 

2.3 

67 

7 3 

49 Gross fixed assets 
formation (%) 

-8.7 

_ 

92.4 

_ 

21.4 

_ 

50 Growth in inventones (%) 

58.94 

- 

66.99 

- 

39.01 

- 



R» IS4 cfore.upby 22 percent fromR* 150 
crore in the previous year. Total income lose 
by 28 per cent to Rs 196 crore from Rs 153 
crore. Interest cost increased by 10 per cent 
Provision for depreciation rose by 34 per 
cent. Aided by a zero tax provision the 
company closed the financial year with a net 
profit ofRs 16 crore, up by 69 per cent from 
Rs 10 crore recorded in the previous year. 
A dividend of 25 per cent has been recom¬ 
mended after a gap of four years. 

Over the years Kanoria Chemicals has 
expanded its operations in caustic soda to 
use its by-products profitably. The by¬ 
product chlorine is converted into high-value 
products, one of which is benzene hexa- 
chloride which further yields lindane, a 
pesticide which has a good market in India 
and abroad. 

The turnover of the company *$ chemicals 
division at Ankleshwar increased to Rs 67 
crore from Rs 44 crore in the previous year 
The demand for pentaerthntol, the main 
product of the Ankleshwar division, has 
been good. The company is in the process 
of increasing the production of its existing 
plant to 5,000 tpa in the current year by 
debottlenecking operations and is adding 
further capacity of5,000 tpa by March 1997. 
It is also investing Rs 14 crore to set up a 
bulk drug plant at Ankleshwar 

The turnover of the textile division stood 
at Rs 20 crore during the year compared to 
Rs 17 crore in the previous year Exports 
doubled to Rs 4 crore. A Rs 10 crore plan 
for the division envisages the blending of 
jute yam with silk and cotton yarn to produce 
value added items. 

At its cement unit at Bagalkoi the company 
proposes to expand capacity from 3 lakh 
tonnes to 8 lakh tonnes To cut down on coal 
consumption and save on energy costs, a is 
modernising the plant by installing a six- 
stage preheater compared to the four-stage 
preheater now in use. The resultant cfiect 
would be a 23 per cent drop in coal con¬ 
sumption and per unit power consumption 
which at 740 kwh would he lower than the 
industry average ot around 800 kwh. The 
company's total power needs after the 
expansion will be about 20 mw which is 
likely to be met through a new power plant 
that is proposed to be set up. 

The expansion, to be in place by early 
1997, is to be funded through term loans 
from financial institutions and internal 
accruals and by accessing the capital market. 

The Renukoot factory manufactures 
caustic soda, benzene hexachloride, lindane 
and stable bleaching powder. During the 
year under review, the company began 
commercial production in the expanded 
lindane plant. To match the capacity 
increases, the company set up a 25 mw 
captive coal-based power plant. Hitherto 
buying electricity at Rs 2.55 per unit, the 
company would be able to generate electricity 
at a reduced cost of 80 paise per unit from 
its captive power plant. 
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MONEY MARKE T REVIEW _ _ EPW Research Foundation 


Easing of Liquidity: Is it Real? 


A close look at the factors responsible for the easing of the long spell 
of illiquidity in the money market brings out very clearly that they can 
provide only a short-term respite. __ 

I 

Short-Term Respite 


WITH the continued release of liquidity, the 
need for which was conceded in the second 
half of the previous fiscal year, and the 
pursuit of liberalisation measures in regard 
to the foreign exchange market which should 
further integrate the money and forex 
markets, the slack season credit policy for 
the first half of 1996-97 announced by the 
RBI on April 3 was expected to have a 
significant influence on the working of the 
two markets. After a long spell of illiquid 
conditions, signs of easing of liquidity 
became evident for the first time in April 
which has been the result of many factors. 
However, a closer look at them does suggest 
that they seem to provide only a short-term 
respite and not any underlying improvement 
in the liquidity situation that suffered a 
setback in 1995-96 when the growth of 
financial assets decelerated rather sharply. 
The aftermath of the year-end bulge in bank 
deposits, injection of liquidity through CRR 
reductions during the month as also the 
secondary effects of such injections earlier, 
sizeable government security redemption 
and the inflow of over Rs 2,500 crore as net 
portfolio investment by Fils during March- 
April contributed to the easing of liquidity 
in the money and forex markets during the 
month. 

As a result of the continued sluggishness 
in domestic saving, the authorities as well 
as the market operators are hoping for 
portfolio inflows to save the system from 
liquidity strain, which in the past had a 
destabilising influence. The second short¬ 
term factor was the injection of as much as 
Rs 4,000 crore due to redemption of the 
12.75 per cent government security as the 
market preferred to redeem that much and 
accepted conversion of only Rs 2,911.05 
crore, despite a high coupon rate of 13.50 
per cent for two years with a government 
offer of as much as Rs 6,945.83 crore for 
conversion. Thirdly, there was a significant 
CRR reduction by two percentage points or 
to the extent of Rs 7,525 crore during 
November-December 1995 and addition to 
refinance facilities against government 
securities by Rs 2,360crore, which produced 
substantial secondary expansion in mone¬ 
tary resources during the last quarter of 


1995-96. In addition, there has already 
occurred a CRR reduction o*‘ about Rs 3,300 
crore during April and another Rs 1,900 
crore is due on May 11. With these changes, 
the effective CRR has been brought down 
from 15.7 per cent in March 1995 to 13.8 
per cent in March 1996 and further to 12.5 
per cent in May 1996. Finally, up-to-date 
figures of the year-end bulge in bank deposits 
are not available. Indications are that 
estimated at around Rs 16,500 crore or 4.0 
per cent (the actual being Rs 14,700 crore 
during the fortnight ended March 29), it 
would be lower than that in the last fortnight 
of the previous year (Rs 20,161 crore or 5.5 
per cent), which is also reflective of the 
persistent sluggishness in the growth of finan¬ 
cial assets. Aggregate deposits of scheduled 
commercial banks showed a marginal rise 
of Rs 280 crore between March 29 and April 
12 against a decline of Rs 9,756 crore in the 
corresponding period last year. Interestingly, 
while time deposits increased by as much 
as Rs 2,474 crore, demand deposits declined 
sharply by Rs 2,195 crore this year; this 
decline should be larger if it is taken over 
March 31. 

Besides, in the face of such large injection 
of liquidity, credit pick-up in April, when 
it is normally the last phase of the busy 
season, was moc^raie at Rs 1,215 crore in 
the first tortnighi of 1996-97 - a rise of 
Rs 1,596 crore in non-food credit and a 
decline of Rs 381 crore in food credit. 

At the macro level, prospect of high 
demand for funds during 1996-97 seems 
certain. The governments - central and state 
- together have budgeted for borrowing tor 
Rs 45,000 crore. In addition, four financial 
institutions, viz, ICICI, IDBI, IFCI and 
SCIC1, plan to raise Rs 25,000 crore from 
the domestic and overseas markets in 
1996-97. Furthermore, credit demand from 
productive sectors does not seem to have 
relented significantly despite the RBI's 
admonition to commercial banks about 
excessive expansion of bank credit in the 
rodent past. 

YTM Quandary 

Since 1992 when the RBI had asked 
banks to mark-to-market a part of their 
investment portfolio - 30 per cent for the 
years 1993-94 and 1994-95,40 per cent for 
1995-96 and 50 per cent for the current 


year-it had to notify a cut-off YTM for 
securities that are not traded in the market 
and do not have a market price. That YTM 
serves as the basis for valuation of securities 
and provision of appropriate depreciation 
on them in the banks* balance sheets. The 
banks through the forum of Indian Banks’ 
Association (IBA) have sought a YTM of 
13.75 per cent for 1995-96 as against 13 
per cent for 1994-95 and 12 per cent for 
1993-94. The RBI has insisted on 
prescribing a rate of 14 per cent for 10 
years and beyond and the rates gradually 
sliding downwards with the loss of each 
year of maturity on the basis of the 
prevailing yield curve, These rales will be 
applied to state government securities and 
securities guaranteed by the government. 
For taxable PSU bonds, the YTM rates will 
be one per cent above the YTM rates of 
government securities, while for tax-free 
bonds, the YTM will be 10.5 per cent. The 
intention is to facilitate the development 
of an active and healthy secondary market 
in government securities. 

Other Developments 

With the same objective in view, the RBI 
announced in April guidelines for providing 
liquidity support to money market mutual 
funds (MMMFs) exclusively dedicated to 
government securities. By assuring liquidity 
support to the extent of 20 per cent of the 
securities portfolio of the dedicated 
MMMFs, the RBI has provided comfort to 
those desiring to deal exclusively in gilts 
and mitigate thou problems of liquidity. 
The gilt-edged funds will provide the much 
needed opportunity to the retail investors, 
who otherwise do not have the opportunity 
to invest in this instrument. 

II 

Money and Foreign Exchange Markets 

Call Money Market 

Cali money rates which ruled around 30 
percent in March 19% softened considerably 
in April, moving in the range of 10 - 14 per 
cent, reflecting improvement in liquidity 
and attenuation of CRR pressure (Table 1). 
The substantial inflows helped the call market 
remain easy and stable despite several 
holidays. 

During the first week of April (March 30- 
April 5), there were only three working days 
and overnight money rates moved in the 
range of 10-20 per cent. On April 3, when 
the new credit policy was announced, call 
rates which opened at 18 per cent fell 
substantially to 11 per cent towards the last 
trading hour of the day. Thereafter, call rates 
continued to move on adescending trajectory 
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throughout the month barring occasional 
finn-ups (Graph A) 

In the following week (March 6 12) call 
money rates remained range bound within 
10 0 115 per cent At these low levels, 
most banks repaid their export refinance 
availed of from the RBI at 12 per cent The 
week ended with usual low reporting Friday 
rates of 0 25-0 50 per cent 

The third week (April 13 19) continued 
to display an easy and stable trend (Table 2) 
Though the rates opened at 12 per cent on 
April 13 increased supply by financial 
institutions brought down the rates to 
around 10 5-11 0 per cent by Apnl 17, after 
which the call rates touched the single digit 
level of 8 per cent on Apnl 18 The final 
week of Apnl ^20 26) also saw rates in the 
range of 9 per cent to 11 75 per cent as the 
market, which was replete with funds, 
remained cool 

The relative week-to-week stability 
exhibited in call rates dunng Apnl has been 
a welcome respite from vast fluctuations 
noticed for months In order to reduce the 
extent of volatility in call money rates, 
effective from January 7,1995, the RBI had 
directed banks to maintain a minimum level 
of 85 per cent of the required CRR on a daily 
basis On the 14th day of a reporting fortnight, 
banks would be allowed to maintain less 
than 85 per cent so as to adjust the average 
of daily balances to the required level, in 
practice, while the weighted average of call 
money rates for the whole of 1994 was 7.45 
percent,this moved up significantly in 1995 
and has remained in two-digits since, rising 
to 15 14 per cent in 1995 and further to 


around 20 pei cent tn the first four months 
ot 1996 Although the co-efficient of 
variation (CV) of call money rates has come 
down from 62 65 per cent in 1994 to 43 99 
percent in 1995 and slightly higher at 49 01 
per cent in January-April 1996, essentially 
due to higher means, the CV continues to 
be quite high (see also Graph B) Moreover, 
the average weighted call rates does not 
clearly reflect the intra-day or intra-week 
fluctuations For instance, the 80-100 per 
cent levels of call rates in the first week of 
November 1995. when the peak was as high 
as 142 per cent The new CRR norms thus 
do not seem to have narrowed the fluctuations 
in call money rates 

Foreign Exchange Market 

The month of Apnl also witnessed relative 
stability in the nominal exchange rate m a 
generally subdued forex market (Graph O 
Dunng the first week of Apnl, the dollar 
moved m a range of Rs 33 90-Rs 34 20 
Though the rupee depreciated to Rs 34 35 
on Apnl 9, mainly occasioned by Standard 
Chartered Bank's forecast of a 5 8 per cent 
depreciation for the next six months can¬ 
vassed with its clientele, the rupee recovered 
subsequently to Rs 34 16 on Apnl 10 as 
supply of dollars improved following thc^ 
steady flow of R1 funds and the timely 
turnover in export earnings since February 
Thereafter, the rupee rate moved m a narrow 
range of Rs 34 20-Rs 34.23 until Apnl 23 
and it remained within the psychological 
level of Rs 34 50, implicitly set by the RBI 
Taking advantage of this stability, the RBI 
resorted to frequent purchases of dollars 


With call rates on the downswing and 
the exchange rate remaining fairly stable, 
the arbitrage opportunities between the call 
money market and forex market became 
virtually absent Consequently the cash- 
spot premia stayed anchored to call rates 
almost through the mon'h In the longer 
term forward market, the six-month forward 
premia recorded a diminishing trend, falling 
from a historical high of 27 per cent in 
March to 19 5 percent on Apnl 3, following 
the credit policy announcement which 
freed the aggregate gap limit on open 
forex position of banks Earlier, since banks 
were allowed a gap limit only of S100 million, 
they had to scramble for cover with every 
small amount of inflow With higher gap 
limits allowed now, banks will be under no 
undue pressure to rush for cover As a result, 
the pressure on forward premia eased con¬ 
siderably Besides, the receiving of interest 
on forex swaps alongwith increased forward 
covenng by exporters also comnhuted to the 
decline in forward premia which touched 

14 6 per cent on Apnl 22 However, due 
to "treasury funding' by financial institutions, 
the six-month forward premia inched up to 

15 5 per cent on Apnl 23 

in 

Primary Market 

Government Securities 

The government commenced its borrowing 
programme of 1996-97 with a conversion 
offer for the 12 75 per cent secunty matunng 
on Apnl 18 It offered to convert this secunty 
into a two-year paperoffenng a high coupon 
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Omh C: Spot Quotations por the US Dollar wthe DoMfiamc 
Inter-Bank Market 



Dated Srcumurs 



of 13.50 per cent. The coupon on this paper 
was in tandem with the rates prevailing 
during the whole of 1995-96. Despite a high 
yield, the liquidity crunch on the threshold 
made majority of the holders opt for 
redemption rather than locking in their funds 
for two years by converting their security. 
From over Rs 6,945.83 crore of this paper, 
only Rs 2,911.05 crore (face value), i e, only 
42 per cent of the eligible stock, came up 
for conversion. There were, however, two 
positive features of this redemption. One, 
even at about 42 per cent, the response was 
much better than the huge dcvolvements 
taken by the RBI which were later shared 
by the primary dealers as well in the recent 
past; second, banks, which were large holders 
of this paper, used the funds received through 
redemption for retiring their costly borrow¬ 
ings. If this lowers the cost of bank funds, 
it may help the process of reduction in banks' 
lending rates, which is widely desired. 

To lake advantage of the easy liquidity, 
theRBl also initiated the 25 states’ borrowing 


programme of the new year on the last 
day of April with the actual borrowing to 
take place on May 15. The tranche of Rs 
1,500 crore at a coupon rate of 13.85 per 
cent per annum seemed better limed than 
the conversion offer of the central 
government as it will be a little after the 
second phase of 0.5 per cent CRR reduction 
is effected, which will release Rs 1,900 
crore into the system, on May 11. The 


announcement was a definite signal to the 
market about the future direction of interest 
rates. If states were made to raise 10 year 
money at 13.85 per cent, the central 
government would undoubtedly be raising 
funds at a rate lower than that. This was 
in sharp contrast to the last financial year 
when the central government found it 
difficult to raise 10 year money even at 14 
per cent. Since the state loans cannot 


Table 2: Daily Quotations of Highs and Lows of Call Rates Per Annum: 

Simple Statistical Characteristics 

(Per cent per annum) 

All Four April 1996 All Five March 19% 

Weeks Week Ended Weeks Week Ended 

of the - of the- 

Month 26 (RF) 19* 12 (RF) 5* Month 29(RF) 22 15 (RF) 8 I (RF) 

Mean 9^99 8.90 10.50 9.00 13.33 27.10 11.05 20 45 27 02 37.60 37.33 

Standard 

deviation 3.54 3.90 1.02 3.89 2.21 14.93 5.77 5.97 13.26 5.52 17.22 

Coefficient of 

variation 35.42 43.84 9.71 43.22 16.58 55.10 52.22 29.19 49 07 14.68 46.12 


* April 5 and 19 being holidays, these data are for week ended April 4 and 18 respectively. 


Table I: Call Money Rates 

(Per rent per annum) 




April 1996 




March 1996 



26(RF) 

19$ 

12(RF) 

5** 

29(RF) 

22 

15(RF) 

8 

1(RF) 

Weekly range 

0.25-11.25 

8.00-12.00 

0.50-11.50 

10.00-20.00 

0.50-17.00 

14.50-32.00 

0.25-36.00 

31.00-48.00 

0.25-58.00 

(1.00-10.50) 

(7.50-14.50) (8.00-18.00) 

(10.00-19.00) 

(1.00-13.00) 

(16.50-18.00) 

(1.00-17.00) 

(13.50-17.50) 

(1.00-13.50) 

Week-end (Friday) 
Weekly weighted 

0.25-0.50 

8.00-10.00 

0.50-1.00 

10.00-13.00 

0.50-1.00 

17.00-19.50 

0.25-2.00 

31.00-35.00 

0.25-8.00 

average * 

DFH! lending 

na 

10.48 

10.38 

14.35 

12.59 

20.72 

32.35 

36.72 

41.62 

rates (range) 

na 

12.00-9.50 

11.50-2.00 

10.75-18.00 

1.00-20.00 

15.00-31.00 

1.00-35.50 

32.75-40 00 

1.00-54.00 


* Weighted average of borrowing rates reported to the RBI by selected banks and DFH1, weights being proportional to amounts borrowed. 
Figures in the parentheses represent weekly range during similar period last year. ** Friday being holiday, Thursday data. 
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Graph £ Yield Curve roa GO* tauumi Day op Maximum Transactions <A*ul9, 1996) 
During the Second Week op April 1996 



Period to Maturity in Ascending Order 


banks once again came forward to 
participate in the auctions for 91 -day TBs 
Despite the poor response of as low as 
Rs 210 98 crore in March and Rs 445 50 
crore tn the first auction of April, the market 
response in the latter three auctions of the 
month showed a significant improvement 
Since the second week of April the market 
bid for an amount of over Rs 1,000 crore 
m each auction held Thus, in four auctions 
held during April the market bid for an 
amount as high as Rs 3,923 91 crore While 
it may be too soon to conclude that the 
market interest in this paper was revived 
after a lean period of almost an entire year, 
the high amounts bid for this paper enabled 
the RBI to lower the yield on this paper 
by a substantial 48 basis points After the 
first auction of April, when the discount 
rate on this paper was cut off at 12 97 per 
cent the RBI brought it down to 12 46 per 
cent m the last auction of April (Table 3) 
As a result of the good response from the 
market there was no devoivemcnt on the 
RBI or the primary dealers after the first 
auction of April Interestingly, despite 


devolve on the RBI it generally makes 
sure (hat the borrowing programme goes 
through For the past couple of years the 
RBI strategy has been to complete the state 
borrowing programme in the first half of 
the tmanual year when the liquidity in the 
system is easy the c urrent year seems no 
different 

91 da> Treasury Bills 

With an improvemnct in the liquidity 
situation and the impending lean season 


Tabu* 4 Auctions of 364 Day Treasury Bills 

(Anvumnn rupees t n»re) 


Date of 

Bids Tendered 

Bids Accepted 

Cut off 

Cut-off 

Auction 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

Price 

(Rupees) 

Yield Rate 
(Percent) 

1993 

April 13 

7 

900 

7 

9 00 

89 22 

12 08 

April 26 

8 

94 95 

4 

90 93 

89 12 

1221 

1996 

Apnl 10 

17 

231 00 

13 

221 00 

88 40 

13 12 

April 24 

34 

469 90 

10 

73 00 

86 30 

1299 


Tarlf 3 Auctions of 91 Day Treasury Bills 


(Amount in rupees i rare) 


Date of 
Auction 

Notified 

Amount 

(Rupees) 

Bids Tendered 

No Face Value 

(Amount) 

Bids Accepted Subscnption 
No Face Value Devolved on 
(Amount) RBI (Amount) 

Cut-off 

Price 

(Rupees) 

C ut off 
Yield Rate 
(Percent) 

Amount Outstanding (Rupees)* 

Total 

With RBI 

Outside RBI 

1993 












Apnl 7 

3000 

7 

700 

t 

1 00 

000 

97 09 

M 99 

700 00 

67 50 

632 50 



(2) 

(I0O) 

(2) 

(49) 







Apnl 13 

30 00 

7 

700 

1 

1 00 

000 

97 08 

12 03 

65000 

000 

63000 



(2) 

(100) 

(2) 

(49) 







Apnl 21 

30 00 

19 

131 00 

3 

40 00 

000 

97 11 

11 90 

650 00 

000 

63000 



(3) 

(120) 

O) 

(10) 







Apnl 28 

100 00 

31 

256 00 

1 

6000 

000 

97 23 

1140 

70000 

000 

700 00 



(3) 

(170) 

O) 

(40) 







1996 












Apn! 4 

300 (X) 

12 

300 30 

II 

293 50 

SOM 

96 86 

1297 

6499 00 

32(1 00 

3288 00 



(2) 

(130) 

(2) 

(HO) 

[436] 






Apnl 12 

30000 

81 

1279 02 

34 

487 16 

000 

96 89 

1284 

6499 00 

2868 00 

3631 00 



(2) 

(125) 

(2) 

(12 84) 







Apnl 18 

300 00 

93 

1273 33 

34 

417 76 

000 

96 94 

12 63 

6499 00 

2529 50 

3969 30 



(2) 

(85) 

(2) 

f 82 24) 







Apnl 26 

500 00 

92 

1071 39 

38 

462 03 

000 

96 98 

1246 

6499 00 

2224 84 

4274 16 



(2) 

(85) 

(2) 

(37 97) 








Figures in parentheses represent numbers and amounts of non competitive bids which are not included m the total 
Ttgure in square brackets represents subscription amount by primary dealers, exclusive of RBI 
* Outstanding amounts are estimated for last few weeks of April 1996 
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good market response, the RBI restricted 
the notified amount to Rs 500 crore per 
auction. 

364-day Treasury Bills 

The market response to 364-day TBs also 
showed marked improvement although it 
was not as spectacular as that in 91-day 
TBs. As against bids worth Rs 41 crore 
received in March, the RBI received bids 
worth Rs 700.90 crore in two auctions 
held during April. In the last auction 
held during the month, the RBI made a 
definitive attempt to reduce the yield on 
this paper too. It preferred to reject as 
many as 44 bids and accepted a smaller 
amount of Rs 75 crore (out of Rs 469.90 
crore received), reducing the yield 
from 13.12 per cent to 12.99 per cent 
(Table 4). 

Commercial Papers (CPs) 

With call rates on the decline, CPs made 
a reappearance once again after a gap of 
nearly a year. Five companies - Coates 
Viyella, Garden Silk Mills, Pfizer, Voltas 
and Philips - were in the market with their 
CPs offering rates in the range of 17-22 
per cent. With long-term rates yet to come 
down, the corporate sector looked at this 
avenue for raising short-term funds at a 
relatively lower cost. For banks, on the 
other hand, this was a good opportunity to 
earn higher return than that in* the call 
market. 


Certificate of Deposits(CDs) 

Low call rates brought down the rates on 
CDs from about 22 per cent to 17-19 per 
cent. The lowering of rates on this paper was 
also due to the fact that PSUs which were 
asking for high returns had more or less 
completed investing their excess funds. 
Moreover, banks which were rushing for 
CDs towards the end of 1995-96 were no 
longer in the market. 

Inter-Bank Participation Certificates 
(IBPs) 

Relatively easy call market conditions also 
gave a boost to the IBPs. The IBP market 
is an inter-bank market where a bank with 
a high a credit-deposit (CD) ratio transfers 
a part of its assets to another bank with a 
low CD ratio for a Fixed period, usually 
3-6 months. In April, the IBPs helped the 
cash-rich nationalised banks as well as 
cash-starved foreign banks to widen their 
asset base. Deals were struck in this paper 
at 19-20 per cent. 

IV 

Bond Market 

Despite a depressed equity market, the 
bond market performed well in 1995-96 and 
raised approximately Rs 8,278 crore from 
34 primary bond issues. Although a majority 
of the subscriptions to these issues were 
institutional, nevertheless it clearly indicated 


superior returns. Bonds were largely 
successful in raising funds during April too, 
largely on account of the high returns they 
offered to the investors. 

PSU Bonds 

Despite the easing of liquidity and the fall 
in call money rates, the coupon rates on 
primary bond issues of PSUs still remained 
high. ICICI's Rs 1,000 crore bond issue 
is being fixed between 16.5-16.64 percent. 
SCICI is also expected to maintain the 
earlier rates of 16-17 per cent for its forth¬ 
coming issue of Rs.SOOcrore. ThePradeshiya 
Industrial and Investment Corporation of 
UP plans to float a 5-year bond for Rs 25 
crore (with a 100 per cent greenshoe option) 
at a coupon rate of 17.5 per cent. Nuclear 
Power Corporation will approach the 
market again with an issue worth Rs 280 
crore. Corporation Bank (Rs 200 crore) 
and SCICI (Rs 500 crore with a 100 per 
cent greenshoe option) are slated to enter 
the market. 

Among the issues that were already in 
the m.irket, the Rs 250 crore debt issue of 
Krishna Bhagya Jala Nigam successfully 
garnered Rs 300 crore. MTNL, which was 
in the market to raise Rs 200 crore at 17 
per cent, was reported to have collected Rs 
520 crore, of which Rs 175 crore was 
subscribed to by LIC alone. It is felt that 
the upfront discount of 1.75 per cent made 
the issue attractive to investors. Sardar 


Table 5: Operations of National Stock Exchange (NSE) during April 1996 

Descriptors _ Week Ending April: Amount in Crore of Rupees _ 

_26_12_12_5_Total daring April 

Order Actual Order Actual Order Actual Order Actual Order Actual 
- Traded - Traded - Traded - Traded - Traded 



Buy 

Sell 

Amount 

; Buy 

Sell 

Amount Buy 

Sell 

Amounl 

t Buy 

Sell 

Amount Buy 

Sell i 

Amount 

1 Treasury bills 

110.00 

110.00 

110.00 

117.00 

117.00 

117.00 

47.00 

47.00 

4700 

- 

- 

- 

274.00 

274.00 

274.00 

i) 91-day bills 

97.00 

97.00 

97.00 

108.00 

108.00 

108.00 

37.00 

37.00 

3700 

- 

- 

- 

242.00 

242.00 

242.00 

ii) 364-day bills 

13.00 

13.00 

13.00 

9.00 

9.00 

9.00 

10.00 

10.00 

10.00 

- 

- 

- 

32.00 

32.00 

32.00 

2 Dated securities 

200 15 

200.15 

200.15 

208.98 

208.98 

208.98 

523.67 

533.67 

518.67 

272.91 272.41 

272.91 

1205.71 

1215.71 

1200.71 

A GOl securities 

196 00 

196.00 

196.00 

193.89 

193.89 

193.89 

508.23 

518.23 

503.23 

271.23 271.23 

271.23 

1169.35 

1179.35 

1164.35 

t) Converted 

94.00 

94.00 

94.00 

50.00 

50.00 

50.00 

235.00 

235.00 

235.00 

158.00 158.00 

158.00 

537.00 

537.00 

537.00 

ii) Regular 

102.00 

102.00 

102.00 

111.89 

111.89 

111.89 

213.23 

213.23 

208,23 

83.23 

83.23 

83.23 

510.35 

510.35 

505.35 

tit) Zero coupon 

- 

- 

- 

10.00 

10.00 

10.00 

20.00 

20.00 

20.00 

10.00 

10.00 

10.00 

40.00 

40.00 

40.00 

iv) Floating rare bonds 

- 

- 

- 

22.00 

22.00 

22.00 

25.00 

35.00 

25.00 

20.00 

20.00 

20.00 

67.00 

77.00 

67.00 

v) Repo 

- 

- 

- 

- 

- 

- 

15.00 

15.00 

15.00 

- 

- 

- 

15.00 

15.00 

15.00 

B State govts stocks 

4.15 

4.15 

4.15 

15.09 

15.09 

15.09 

15.44 

15.44 

(5.44 

1.68 

1.68 

1.68 

36.36 

36.36 

36.36 

3 PSU bonds 

39 16 

69.16 

39.16 

5.12 

25.12 

5.12 

1.83 

11.83 

1.83 

23.54 

23.54 

23.54 

69.65 

129.65 

69.65 

i) Tax free 

0.16 

30.16 

0.16 

0.10 

2010 

0.10 

0.78 

10.78 

0.78 

0.84 

0.84 

0.84 

188 

61.88 

1.88 

ii) Taxable 

39.00 

39.00 

39.00 

5.02 

5.02 

5.02 

1.05 

1.05 

1.05 

22.70 

22.70 

22.70 

67.77 

67.77 

67.77 

4 Commercial papers 



_ 

_ 

_ 

_ 

3.00 

3.00 

3.00 

_ 


_ 

3.00 

3.00 

3.00 

5 Certificates of deposits 

11.10 

11.10 

11.10 

- 

- 

- 

5.00 

5.00 

5.00 

- 

- 

- 

16.10 

16.10 

16.10 

6 Debentures 

0.06 

0.06 

- 

- 

- 

- 

3.14 

3.14 

3.14 

0.29 

0.29 

0.29 

3.49 

3.49 

3.43 

7 Floating rate bonds 

- 

- 

- 

50.00 

50.00 

50.00 

5.00 

17.00 

5.00 

- 

- 

- 

55.00 

67.00 

55.00 

8 ID+IB 

1.02 

1.02 

1.02 

0.60 

0.60 

0.60 

3.08 

3.00 

3.00 

- 

- 

- 

4.70 

4.62 

4.62 

9 Govt compensation bonds 

15.00 

22.00 

15.00 

0.53 

6.53 

033 

7.00 

12.00 

700 

- 

1.00 

- 

22.53 

41.53 

22.53 

Grand total (volume) 

376.49 

413.49 

376.43 

382.23 

408.23 

382.23 

598.72 

635.64 

593.64 296.74 297.74 

296.74 

1654,18 

1755.10 

1649.04 


- No trading. ID Non-SLR Institutional Bonds. IB SLR Institutional Bonds 
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(Amount in rupees, cron) 


* AmmltaiAftttboHMirirtflAiw 


Descriptions _ Week Ending April 1996: Yield to Maturity on Actual Trading _ Total for the Month 

_ 26 _12_L2_ _5_ of April 1996 

Amt YTM CY Amt YTM CY Amt YTM CY Amt YTM CY Amt YTM CY 


1 Treasury Bills (TBs) 
A 91-Day Bill* 


») 

Apr 13,1996 

- 

- 


- 

- 

i) 

Apr 20,1996 

- 

- 


106.00 

9.08 

iii) 

Apr 27,1996 

42.50 

7.31 


50.50 

11.21 

iv) 

May 04,1996 

69.92 

8.51 


22.70 

9.69 

v) 

May 11,1996 


- 


15.00 

10.89 

vi) 

May 20,1996 


- 


6.00 

11.53 

vii) 

May 25,1996 


* 


- 

- 

viii) 

Jun 01,1996 


- 


13.00 

11.99 

ix) 

Jun 08,1996 


- 


37.25 

12.46 

x) 

Jun 15.1996 

13.25 

12.12 


92.67 

12.56 

xi) 

Jun 22,1996 

15.00 

12.11 


152.02 

14.87 

xii) 

Jun 29,1996 

150.31 

14.85 


10.00 

12.90 

xiii) 

Jul 06,1996 

111.70 

14.61 


66.00 

12.70 

xiv) 

Jul 13,1996 

32.75 

12.28 


50.14 

12.17 

xv) 

Jul 20,1996 

155.59 

12.24 


- 

- 


Sub-total 

591.02 

12.55 


621.28 

12.24 

B 364- 

Day Bills 







Sub-total 

114.72 

11.17 


41.25 

12.43 

2 GO! 

Dated Securities 






A Converted (Per Cent: Year) 





i) 

12.75, 1996 

- 

- 

- 

- 

- 

ii) 

13.50, 1998 

65.80 

13.46 

13.49 

- 

- 

in) 

12.00, 1999 

9.00 

13.56 

12.46 

21.00 

13.58 

iv) 

11.75, 2001 

0.51 

13.78 

1271 

- 

- 

v) 

12.50, 2004 

59.75 

14.12 

13.53 

171.24 

14.14 


Sub-total 

135.06 

13.76 

13.44 

192.24 

14.08 

B Regular (per cent: Year) 





i) 

10.50. 1996 

12.00 

-10.75 

1038 

5.00 

0.01 

ii) 

10.75. 1996 

- 

- 

- 


- 

iii) 

12.00, 1997 

- 

- 

- 

- 

- 

iv) 

13.25, 1997 

- 

- 

- 

- 

- 

v) 

13.50, 1997 

72.97 

12.88 

1340 

228.00 

12.92 

vi) 

12.30, 1998 

- 

- 

- 

- 

- 

vii) 

13.50, 1998 

26.74 

13.45 

1349 

- 

- 

viii) 

13.65.1998 

20.00 

13.18 

13.51 

30.00 

13.26 

ix) 

13.65, 1999 

30 00 

13.19 

13.52 

- 

- 

x) 

14 26, 1999 

7.00 

13.88 

14.12 

47.00 

13 94 

xi) 

10.75, 2000 


- 

- 

- 

. 

xii) 

13.25, 2000 


- 

- 

5.00 

13.31 

xiii) 

13.31,2001 


- 

- 

- 

- 

xiv) 

13.85,2001 


- 

- 

- 

- 

xv) 

13.75.2005 


- 

- 


- 

xvi) 

14.00, 2005 

4.14 

13.99 

1400 

10.05 

13 74 

xvii 

14.00,2006 

9.50 

13.95 

13.97 

5.00 

13 97 

xviii) 10.80. 2008 

- 

- 

- 

- 

- 

xix) 

11.50. 2011 

- 

- 

. 

. 

. 


Sub-total 

182.35 

13.19 

13.32 

330.05 

13.15 


<A+B>* 

317 40 

13,44 

13.37 

522.29 

13.49 

C Zero coupon (Per Cent: Year) 





i) 

0.00, 1999 

- 

- 

- 

10.00 

13,73 

D RBI 

f s Open Market 






Operations (Per Cent: 

Year) 





») 

13.50, 1998 

- 

- 

- 

- 

- 

ii) 

13.65,1998 

- 

. 

- 

- 

- 

iii) 

13.85,2001 

- 

- 

. 

25.00 

13.78 

iv) 

14.00, 2006 

335.50 

13.95 

13.97 

203.49 

13.97 


Sub-total 

335.50 

13.95 

13.97 

228.49 

13.95 


(A+B+C+D) 

652.90 

13.26 

13.68 

760.78 

13.55 

3 REPO 






(i) 

91-DayTBiU 

45.00 



36.50 


(ii) 

364-Day T Bill 

1.00 





(iii) 

Govt securities 

573.00 



914.75 



Sub-total 

619.00 



951.25 


4 State govt Securities 

8.54 

13.73 

13.81 

19.10 

13.74 


Grand total 

1986.18 



2393.65 



58.00 

13.46 

2.85 

11.97 

60.85 

13.39 

58.50 

13.53 

0.25 

13.06 

164.75 

10.67 

50.00 

14.10 

10.50 

13.49 

153.50 

11.22 

50.00 

14.14 

- 

- 

142.62 

10.67 

75.00 

14.17 

- 

- 

90.00 

13.63 

65.00 

13.83 

. 

- 

71.00 

13.64 

100.00 

15.54 

- 

- 

100.00 

15.54 

100.00 

15.59 

15.00 

13.06 

128.00 

14.93 

100.00 

16.00 

5.00 

12.91 

142.25 

14.96 

80.67 

16.05 

2.00 

12.91 

188.59 

14.02 

- 

- 

3.00 

12.91 

170.02 

14.59 

- 


4.00 

12.86 

164.31 

14.68 

144.97 

12.62 

- 

- 

322.67 

13.33 

. 

- 

. 

- 

82.89 

12 22 

- 

- 

- 

- 

155.59 

12.24 

882.14 

14.49 

42.60 

13.04 

2137.03 

13.27 

1.49 

12.66 

24.93 

11.91 

182.39 

11.57 


- 

330.13 

-22.46 

1260 

304 46 

-7.21 

12.63 

634 59 

-15 14 

12.61 

. 

- 

- 

- 

- 

- 

- 

65.80 

13 46 

13.49 

12.47 

13.86 

14.19 

12.66 

- 

- 

- 

43.86 

13.77 

12.53 

. 

3.05 

12.92 

12.77 

30.05 

14 02 

12.83 

33.61 

13.9! 

12.82 

13.54 

29.89 

14.14 

13.54 

31.60 

14.19 

13.55 

292.48 

14.14 

13.54 

13.42 

376.93 14.07# 

12.68 

366.11 

14.10# 

12.72 

1070.33 

13.98# 

12.92 

10.41 

. 


_ 

_ 

. 

. 

1700 

-7.59 

10.39 

- 

- 

- 

- 

3.00 

11.25 

10.78 

3 00 

11 25 

10.78 

. 

- 

. 

- 

10.00 

12.99 

12.13 

10.00 

12.99 

12.13 

- 

5.00 

12.63 

13.16 

5.00 

12.99 

13.22 

10.00 

12.81 

13.19 

9.35 221.00 

1278 

13.43 

27.01 

13.18 

13.45 

548.98 

12.87 

11.73 

- 

5.00 

13.12 

12.53 

10.00 

13.10 

12.53 

15.00 

13.11 

12.53 

- 

3.00 

13.41 

13.48 

50.00 

13.46 

13 49 

79.74 

1346 

13.49 

13 54 

- 

- 

- 

0.65 

13.22 

13.54 

50.65 

13 22 

13.53 

- 

44.00 

13.35 

13.56 

- 


- 

74 00 

13.29 

13.55 

14.14 

84.00 

14.10 

14.20 

195 00 

14 15 

14.22 

333.00 

14 10 

14.20 

- 

65.39 

13.86 

11.90 

117.20 

13.90 

11.92 

182.59 

13.89 

11 91 

13.27 

- 

- 

- 

25.00 

13.54 

13.37 

30 00 

13 50 

13.35 

- 

- 

- 

- 

10.00 

13.71 

13.52 

10.00 

13.71 

13.52 

- 

25.00 

13.82 

13.84 

- 

- 

- 

25.00 

13.82 

13.84 

- 

2.67 

13.75 

13.75 

- 

- 

- 

2.67 

13.75 

13.75 

13.82 

2.87 

13.77 

13.84 

5.05 

13.85 

13.90 

22.10 

13.82 

13.88 

13 98 

1.00 

13.% 

13.97 

53 78 

13 99 

13.99 

69.28 

13.98 

13.99 

- 

- 

- 

- 

0.46 

13.89 

1321 

0 46 

13.89 

13.21 

- 

109.00 

14.82 

1391 

- 

- 

- 

109.00 

14 82 

13.91 

10 70 567.93 

13.60 

13.48 

512.14 

13.84 

13.39 

1592.46 

13 54 

12.86 

11.70 944.85 

13.63 

13.16 

878.25 

13.87 

13.11 2662.79 

13.64 

12.88 

- 

20.00 

13.80 

. 

15.00 

14.22 

. 

45.00 

13 93 

0.00 


- 

233.00 

13.43 

13.49 

50.00 

13.46 

13 49 

283 00 

13.43 

13.49 

- 

0.02 

13.33 

13.57 

- 

- 

- 

0.02 

13.33 

13.57 

13.85 

- 

- 

- 

- 

- 

- 

25.00 

13.78 

13.85 

13.98 

11.50 

13.97 

13.98 

1.00 

13.99 

13.99 

551.49 

13.96 

13.98 

13.97 

244,52 

13.45 

13.51 

51.00 

13.47 

13.50 

859 51 

13.78 

13.81 

12.231209.37 

3.75 

13.01 

944.25 

7.06 

12.93 

3567.31 

8 45 

12.94 


50.00 



6.00 



137.50 




6.00 



- 



7.00 




622,00 



1312.65 



3422.40 




678,00 



1318.65 



3566.90 



13.81 

33.36 

13.72 

13.81 

37.07 

13.83 

13.89 

98.06 

13 77 

13.84 


2804.36 



2367.50 



9551.69 

- 

- 


(-) means no trading YTM - Yield to maturity in percentage per annum CY ■ Ctuient yield in per cent per annum * Yield rates of these sub-groups 
of t-bills and dated securities have been used far the'graphs. # YTMs presented by the RBI ex-voucher are ignored for averages and graphs. 

Notes: 1) Yields are weighted yields, weighted by the amounts of each transaction. 2) Current yield has not been worked out for treasury hills. 
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Sarovar Narmada Nigam successfully 
mobilised the proposed amount of Rs 300 
crore from its bond issue. 

Private Sector Bonds 

In the private sector. Reliance Petroleum 
is planning to raise Rs 697 crore through 
the issue of either bonds or equity to its 
promoters. GE Capita] is most likely to 
privately place bonds worth of Rs SO crore 
at 20 per cent in the first week of May. 
Another bond issue in the pipeline is the 
Rs 100 crore issue of Kotak Mahindra 
Finance. Following substantial growth in 
1995-96, Mahindra and Mahindra plans to 
issue a global bond for US$100 million with 
a greenshoe option of 15 per cent. 

In non-convertible debentures (NCDs), 
new issues to hit the market are the Rs 60 
croreissueofGujaratLease Financing, Rs 40 
crore of United Phos-phorous and that of 
Sterling Holiday Resorts India for Rs 25 
crore. Core Health-care and BPL plan to 
privately place NCDs at rates ranging 
between 18.5-20.0 per cent. Birla Global 
Finance announced two innovative financial 
products - Birla Liquidity and Birla Income 
Fund. While the former allows investors to 
convert their NCDs into liquid instruments 
like the Birla Safe Fixed Deposit, the Birla 
Income Fund involves private placement of 
NCDs with a call option after a minimum 
period of 60 days and a maximum period 
of 89 days, after which the bond is 
automatically redeemed. 

New Developments 

ICICI plans to mobilise Rs 1,000 
crore from the market, of which one-half 
will be distributed like a public issue and 
the other half will be placed through 
book-building. Under the book-building 
method, which is to be adopted for the 
first time in India, before the actual issue, 
the issuer initially invites the intentions 
of investors regarding the amount and 
yields. 

In an interesting development, the 
Ahmedabad Municipal Corporation 
obtained Crisil rating for its proposed non- 
convertible bond issue to be launched in 
May. This opened up an entirely new route 
for the civic bodies to finance their growing 
infrastructure investment needs. It was 
reported that BMC, Bombay Metropolitan 
Region Development Authority (BMRDA) 
and Tamil Nadu civic body were also 
considering this option of approaching the 
market for funds. The development could 
welt be a precursor to rating of states and 
their approaching the market for raising 
resources directly. Infrastructure Leasing 
and Financial Services alongwith Madhya 
Pradesh Industrial Development Corpora¬ 
tion has decided to restructure the country’s 
first private toll road operation into a special 


purpose vehicle, for which it ptrfi t lmd : 

issue of about Rs 7 crore. 

V 

Secondary Market 

Dated Securities 

As 12.75 per cent security came up for 
redemption on April 18, banks shifted focus 
to other securities and the 13.5 per cent 
1997 paper was the most traded security. 
Within the first two weeks of the month, 
the 12.75 per cent loan was traded for 
Rs 635 crore. This was followed by a total 
trading of Rs 549 crore in 13.5 per cent 
1997 at a weighted average YTM of 12.87 
per cent. The floating rate bond (FRB) 
1999 was also briskly traded as it offered 
the highest yield at 14.26 per cent. In the 
first week of April, the trading volume in 
this paper was Rs 195 crore, next only to 
12.75 per cent 1996 stock (Rs 304.46crore). 
In fact, on April 4, trading volume in FRB 
1999 was Rs 120 crore whereas that in 
12.75 per cent stock was lower at Rs 42 
crore. Trading in FRB 1999 touched Rs 333 
crore during the four weeks of April. 

91-day TBs made a come back in the 
secondary market, particularly on April 8 
which happened to be the penultimate day 
for final transaction in the immediately 
maturing gilt, namely, 12.75 percent 1996 
stock. Thereafter, 91 -day TBs emerged as 
a substitute for this stock. Trades worth 
over Rs 2,000 crore were done in 91-day 
TBs during the month (Appendix Table) 
as against only Rs 209 crore in the month 
of March. 

Another significant feature of the 
secondary market during April was that the 
gap between outright deals and the repos 
got narrowed due to contrary pulls in two 
sets of transactions. Earlier, the market 
depended a great deal on repos for raising 
short-term finance. In March, repos worth 
Rs 8,096 crore were undertaken, whereas 
in April, they aggregated only Rs 3,567 
crore (Appendix Table). During April, 
investors preferred to go in for more outright 
deals as the liquidity situation eased 
somewhat. 

Bonds 

Taxable PSU bonds were most sought 
after in the secondary market following 
RBI's upward revision in such bonds by 
one percentage point above the 
corresponding YTMs of similar maturity 
government stocks. The total traded value 
of taxable bonds at the NSE stood much 
higher at Rs 68 crore in April as compared 
with Rs 27 crore in March. The yield rates 
on these bonds decelerated over the 
month from a high of 18«5.per cent, though 
more perceptly towards the fourth week 
when the rates touched 17.28 per cent on 


April' Ofx ihe other hand, the selling ' 
pressure dominated the tax-free bonds, 
basically due to interest rate cap of 10.5 
per cent on these bonds and the very purpose 
of tax-saving on account of these bonds 
was served before the year ending in March 
1996. Sell order in tax-free bonds amounted 
to Rs 62 crore in contrast to a buy order 
of only Rs 2 crore (Table 5). 

CPs and CDs 

While the CP market for secondary trading 
remained inactive despite refurbishment of 
the primary market, the CD market was 
fairly brisk, though the yield climbed down 
considerably in the secondary market from 
around 19.5 per cent on April 11 to 15 per 
cent on April 24. 

Bill Rediscounting 

The lower call rates encouraged many 
bankers, mostly private, to resort to bill 
discounting, the shorter rates (30 days) of 
which had come down to around 12-13 per 
cent, that is marginally higher than the 
prevailing call rates of 10.5-11.0 per cent. 
In their over-zealousness of asset expansion, 
some private banks had flouted the RBI's 
lending norms by discounting the hills of 
exporters who had exhausted their MPBF 
in other banks, without even insisting on 
the no-objection certificate from the parent 
banks as stipulated by the RBI. 

Yield Curve 

Graphs D and E depict the yield curves 
for government of India dated securities 
based on quotations for a single day with 
maximum transactions and weighted average 
of YTMs for all deals in the month of April, 
respectively. There is some contradiction in 
the two curves. The yield curve based on 
weighted average of YTMs is generally a 
fiat one as has been the case for a few months 
now. As economic theory would suggest, 
this is explained by the fact that the generally 
restrictive monetary policy has been driving 
short-term interest rates higher with 
expectations not aiding any further rise in 
rates. But, the yield curve derived from a 
single-day's transaction (April 9) experi¬ 
enced a steeply upward slope suggesting 
that the long-term rates are considerably 
higher than the short-term rates and that 
the average of future short-term rates would 
be higher than the current short-term rates. 
This contradictory behaviour is explained 
by the complex set of factors that give rise 
to day-to-day fluctuations in the money 
market; the monthly average yield curve 
seems a more realistic picture of the Indian 
reality. 

[Parumita Debnath prepared the initiul draft of 
this review, while V PPrasanth undertook detailed 
statistical compilations and graphs.} 
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RANDOM REFLECTIONS 


Fundamentalism, Its Roots, Rationale 
and Remedy 

Arun Ghosh 

Fundamentalizm cannot be sustained without good reason On occasion 
there may be external abettors , but there must be deep-seated internal 
causes jor the emergence , certainly for the continued presence , of 
fundamentalism We do not have to go far, we have our own experience 
in this country 


AS per the Shorter Oxford Dictionary of the 
English language, the word ‘funda¬ 
mentalism’ means * stnt t adherence to 
traditional, orthodox tenets (e g, the literal 
inerrancy of Scripture) held to he lunda 
mental to the Christian faith opposed to 
liberalism and materialism” The Oxford 
English Dictionary (compiled by Christians) 
relates fundamentalism to orthodoxy in 
regard to the Christian taith Obviously the 
concept (or the word fundamentalism') 
would be equally applicable to ‘ strict 
adherence to traditional orthodox tenets' in 
regard to all laiths and religions, to “the 
literal inerranc y of Scripture , be it the B ible 
the Quran, the Upamshads, the Guru Gianth 
Sahib, or whatever other scripture that del incs 
one s faith One could perhaps extend the 
concept and say that blind acceptance of 
everything stated in Das Kapital may also 
be defined as orthodoxy, and that sticking 
to the tenets of the Bolshevik interpretation 
of Marxian ideology is fundamentalism of 
sorts One knows that Marx's own ideas 
evolved over time, and in later life he 
modified many of his earlier views 
An individual brought up in the so called 
liberal tradition would tend to temper his 
faith and beliefs with some degree of 
scepticism An unshakeable belief in the 
concept of the Resurrection or in the story 
of Hanaman flying across the skies, with Che 
whole of the Gandhamadhan mountain in 
one hand, in order to revive the unconscious 
Lakshmana, would be an equally apt example 
of 'fundamentalism' But, perhaps because 
the concepts of liberalism and materialism 
emanate from the Renaissance movement in 
Europe orthodoxy* - and therefore 
'fundamentalism' - are best understood by 
a westerner in the context of the orthodoxy 
of the Roman Catholic Church 
Today, a return to the scripture - whatever 
the scripture of one's faith * is quite marked 
in many parts of the world It is widely 
prevalent among the believers in Judaism, 
in Christianity (with its diverse churches), 
in Islam, in the Granth Sahib, even in the 
strident call for a revival of Hmdutva The 
last mentioned is a little odd, for many of 


us talk of 'Hmdutva* without really 
understanding what it means Hinduism is 
one religion which permits of a wide variety 
(and diversity) of faiths including profound 
scepticism, and even non-belief (in God) 
Except for the Arya Samajists (and other 
followers of Sankaracharya), the true Hindu 
has traditionally bowed low betore the 
blast, in patient deep disdain/shefhe) let the 
legions thunder past, and plunged m thought 
again' But that attitude today appears to be 
getting raier in the emerging battles between 
ideas and ideologies Passions aroused - 
purely for temporal elec total gains - b> 
certain sectarian groups have a tendency to 
spread Fundamentalism has therefore been 
found to have its uses in a political democrat y 
where a vote determines the nature and 
character of political authority for periods 
varying from four to eight years Coming 
to think of it, in a political democracy today 
the choice before a voter has very strict 
limits It is not as if people are required to 
vote on every issue at frequent intervals All 
that is on of fei ts a choi ce between altemat 1 v c 
'packages (as determined by the major 
political parties) A constituency has to 
choose an individual to represent them to 
take decisions on all issues, and the 
constituency may heartily disapprove of 
many such decisions even outlined in the 
package, in the form of a manifesto Against 
this background, fundamentalism' has been 
found to be useful to many aspirants to 
political authority and that goes for all 
political democracies 
Fundamentalism has traditionally been 
found to have economic uses also, and the 
nurturing of 'fundamentalism' has pros ided 
a life of luxury to the preac her in all countries 
though in s arying degrees Of late, one hears 
of a proliferation of 'gurus' and 'swamis' 
around the world Many of them, with 
economic and political tentacles going dow n 
deep into the body politic, have lately been 
hitting the headlines in the Indian news 
media, for their non asceuc activities There 
are obviously many promoters of 
fundamentalism, though their objectives and 
their methods have varied greatly 


Roots oi Fundami ntai ism 

Fundamentalism may be stated to have its 
roots partly in widespread ignorance (which 
is spawned by abyect poverty) - where 
fundamentalism offers an escape from life & 
realities, in the hope of a better life hereafter 
- and partly in widespread abhorrence of 
a revulsion against crass materialism, 
selfishness and depravity of a small section 
of society usually the ruling classes One 
could add a possible third factor a defensive 
reaction oi a people unable to resist the 
onslaught of a more virile and vigorous 
culture but this perhaps leads to a quiescent 
form of fundamentalism, which is not always 
self evident Yet looking around the world 
today one could find example after example 
of the spawning of fundamentalism under 
conditions of (a) widespread poverty and 
associated ignorance and (b) profound 
revulsion againstthc unpardonable inequity, 
crass materialism and unw arranted flu anting 
of a depraved lifestyle by the ruling classes 

Lei us go back only some SO to 60 years 
Hit very birth of a Jewish slate can be 
ascribed wholly to Adolf Hitler s s> stcmatic 
pogrom of the Jewish people in Na/i 
Germany (and m the east European territories 
annexed by the Gentian army during the 
early ycarsol the second world war) Judaism 
is a religion practised b\ people throughout 
the globe The origin of Judaism can be 
traced back to m irea which spawned not 
only Judaism but also Christianity and the 
holiest shnne of the Jews Jerusalem is 
claimed as a shrine by the Christians and 
the Muslims also Incidentally after the 
crusades had died down the Ottoman Empire 
had oven un most of Central Furope indeed, 
right up to Vpain but after the decline of 
the Ottoman Empire, the believers in Islam, 
in Christianity and m Judaism (in reverse 
order of the dales ol their origin) hod lived 
together in relative peace and amity m and 
around Jerusalem for centuries Political 
suzerainty did not always lead to religious 
persecution One must add however that 
one should not generalise too much Bn 
forced proselytisauon has been practised, 
historically, only by the believers of two 
major religions in the world, Christianity 
and Islam (One discounts the urge to 
'reconvert among the Ar>a Samajists) 
One also discounts the gospels of Gautam 
Buddha and ot Mahavir, preached by their 
followers, where what was essentially an 
ethic ot human behaviour was conn ned to 
a blind 'faith by the preauicrs * these 
doctrines But never was lorn unployed 
for proselytisauon except b\ Christianity 
and Islam However, we digress 

But, why do poverty (and consequent 
ignorance) on the one hand and disgust and 
revulsion at the crass materialism of a few. 
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lead to theemergenceof what may be defined 
as fundamentalism? We should note a 
contradiction in terms here. The Oxford 
Dictionary talks of 'fundamentalism' as 
"adherence to traditional orthodox tenets... 
opposed to liberalism and materialism". And 
here we are ascribing the emergence of 
fundamentalism to the practice of crass 
materialism by a few. But there is nothing 
contradictory in the above approach. Again, 
let us go back to the Shorter Oxford 
Dictionary. A liberal person is "...Free in 
giving, generous, open-hearted... Free from 
restraint; free in speech or action... Free from 
narrow prejudice; open-minded... open to 
new ideas or proposals of reform; Favourable 
to changes and reforms tending in the 
direction of democracy..." Next, let us see 
what 'Materialism* means, as per the 
Dictionary. Briefly, it implies "The doctrine 
that nothing exists except matter and its 
movements and modifications; also that the 
phenomena of consciousness and will are 
wholly due to the operation of material 
agencies. Hence, in transf uses: esp applied 
to (a) theological views supposed to imply 
a defective sense of the reality of things purely 
spiritual... (b) devotion to material interests..." 

In other words, the distinction between 
'fundamentalism* and 'liberalism* is quite 
clear. It is only when we come to the concept 
of 'materialism* that certain questions arise; 
for materialism is a philosophy; and the 
concept that "...the phenomena of 
consciousness and will are wholly due to the 
operation of material agencies*' is reminiscent 
of Marxian philosop hy of dialectic materialism. 

But crass materialism, vulgar display of 
one's riches, open aggrandisement by a few 
at the expense of many, is not a part of 
materialist philosophy. The emergence of 
Ayatollah Khomeini in Iran can be ascribed 
to the dire poverty (and ignorance) of the 
majority of the Iranian people, and the 
vulgarly lavish lifestyles of the ruling elite, 
under Reza Shah Pehlavi. That has nothing 
to do with materialist philosophy. One has 
to distinguish between materialism as a 
philosophy and crass materialism and 
exploitation of the people by a few. 

Let us pause for a moment and examine 
where - and how - fundamentalism has 
raised its head. And if we go back to history 
we would find: (a) that fundamentalism was 
preached in early days ip order to perpetuate 
exploitation; (b) that fundamentalism con¬ 
tinues to have sway where there is widespread 
ignorance and poverty; and (c) that 
fundamentalism is, in recent times, spawned 
by crass materialism of and exploitation by 
a few of large sections of the populace. 
Ignorance and poverty provide an excellent 
breeding ground for funda-mentalism, same 
as stagnant waters breed mosquitoes. 

But, let us also try to understand the 
viewpoint of the preachers of funda¬ 
mentalism. Not all of them are motivated by 
the desire to exploit the populace (as the 


clergy of bygone days were, and some of 
the present-day swamis and gurus are). We 
set aside those who preach fundamentalism 
purely for their personal (political) gain, 
they are few, and in any case their triumphs 
are transient, even though they do cause a 
disturbance to social equilibrium. (There 
are, of course, some disturbances which, 
even though transient, can leave an indelible 
scar on a society.) Today, however, 
fundamentalism has been raising its head in 
many parts of the world; and supposedly 
pro-gressive societies are found to be 
suddenly going back, as it were, and returning 
to fundamentalism. 

The problem is. we read (and see on the 
television screen) what the media present to 
us; even the radio is no longer objective but 
tends to present a one-sided picture of events. 
Despite a revolution in communications 
technology - perhaps because of it - we get 
to hear, and to read, and to see a highly 
edited, sanitised, partial view of whatever 
is happening around the world. Since the 
days of Goebbels, propaganda has become 
an essential part of statecraft; and of late, 
propaganda, presentation of a carefully 
crafted viewpoint has characterised all media, 
now owned by tycoons. The Right to 
Advertise, flaunted regularly on the TV 
screen, reflects the power to advertise. 

But then, fundamentalism, as a near 
spontaneous development, cannot be 
sustained without good reason, no matter 
what clever commentators have to say. There 
may be external abettors on occasion, whose 
interest lies in the continuation of internal 
rifts and ruptures in some countries. Yet, 
there must be deep-seated internal causes for 
the emergence, certainly for the continued 
presence, of fundamentalism. We do not 
need to go far; we have to try and understand 
this phenomenon within India. We have not 
adopted people-centric policies in this 
country, despite efforts at planned economic 
development. The less one speaks of the 
Directive Principles of State Policy, the better, 
for these Principles, enshrined in the Indian 
Constitution, are noteworthy for their flagrant 
violation. We have centralised policy-making 
to an extent that even the Fundamental Rights 
of citizens in different parts of the country 
are grossly violated every day, by 
paramilitary forces of the centre, in the name 
of law and order, under the guise of the 
preservation of the 'unity and integrity’ of 
the Indian state. 

If the rise of fundamentalism - of a type 
unknown in 1950- is due to the oppressive 
nature of the Indian state for many of its 
citizens, surely, similar (or other) problems 
must explain the resurgence of funda¬ 
mentalism in other parts of the world. We 
do not know of the reasons because we do 
not want to know. It is convenient for the 
intellectual community to ignore the 
unpleasant aspects of our polity, of the polity 
elsewhere. 


All therapy depends on a correct diagnosis 
of thedisease. Today, the medical community 
has invented the term 'viral fever* for a 
disease it is unable to diagnose. If we can 
pinpoint the correct roots of fundamentalism, 
we can also find its remedy. 

If we agree that the basic causes of the 
resurgence of fundamentalism today are 
(a) ignorance and poverty, and (b) extreme 
inequities in the distribution ot income, 
followed by vulgar display of their riches 
by a few affluent sections of society, the 
remedies would also be patently clear. 
Religion and politics now get influenced 
overwhelmingly by economics. It is not a 
revolt against materialist philosophy but a 
reaction to the crass materialism and 
selfishness of a few that leads to the 
emergence of fundamentalism. 

But we must also remember that tolerance 
is also an antidote to fundamentalism The 
tolerance that commenced in India under 
Akbar, the fusion of the cultures of West 
Asia and ot India that occurred during the 
heyday of Abul Fazl and Abul Faizi, of 
Tansen, of Sheikh Moinuddm Chishti and 
a host of others, led to a remarkable degree 
of economic development in India in the 
17th century, which attracted predators 
who came in as meek merchants, and 
turned violent aggressors and manipu¬ 
lators of politics in the 18th and 19th 
centuries. Those who have read the 
history of the manner of the conquests of 
Bengal, of Madras and Mysore, of Maha¬ 
rashtra need not be reminded of the 
sordid century between 1757 and 1857 
Divide and rule is an old maxim in politics; 
and the Bntish learnt and practised it to 
perfection 

But the present rulers of India, educated 
and nurtured under British rule in India, 
have also learnt the lesson of divide and rule. 
The reaction, in some pans of the country, 
is a progressive thrust for egalitarianism, 
which is resisted by those in authority. In 
some other areas, there is a return to 
fundamentalism. 

So much is dear. Also clear are the 
remedies. But under the political system we 
have inherited -and perpetuated for 
ourselves - the people of this country are 
asked to choose, once in five years, the 
people who are to lead them for the next five 
years. As of writing, we are about to have 
the 1996 general elections, wherein people 
have to choose. It is a difficult choice, an 
unfair choice, on occasion, no choice at all. 
And yet, the people qf India have in the past 
shown infinite wisdom. They would 
doubtless do so again. Will the elected 
representatives - and their separate 'think 
tanks' (and there are many of them) - let 
down the people of this country again in 
1996? 

We have to wait and see. 
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OF LIFE, LETTERS AND POLITICS 


Fanatics and Pragmatists 

GPD 


The Chinese have been on a modesty trip for a long time. Their 
standard refrain has been that they want to learn from others. Now 
Yeltsin seems to have adopted that line. He was so impressed , during 
his recent trip to China, with the Chinese economic experiment, 
especially the prosperity of Shanghai, that he has declared that he 
wants to “study Shanghai 1 s experience in more detail”. 


APRIL is the cruellest month, said T S Eliot. 
For Yeltsin it has been more than a cele¬ 
bration. In the Book of Odes, easily the most 
ancient anthology of poems in China, there 
is a lovely poem which talks of peach blos¬ 
soms, comely maidens who want to get 
married and the wide Han river which is 
difficult to wade. At any rate, words to that 
effect. Poetry and literature are not our strong 
points although we have entitled our column 
rather pompously ‘Of Life. Letters and 
Politics*. Be that as it may, Yeltsin must 
have had some such feeling when he 
concluded his trip to China on April 26 with 
a bilateral agreement between China on the 
one hand and Rusm and the three central 
Asian states, Kazakstan, Kyrgztan and 
Tajikistan on the other. 

Quite contrary to its worldwide reception, 
the agreement is rather modest. It does not 
announce a successful conclusion of a 
border agreement between Russia and 
China. It does not say if the border adjust¬ 
ments between the newly acquired three 
Centra] Asian neighbours of Chi na and China 
are finally over or when they are likely to 
be. What the agreement specifies, however, 
is not insignificant for that reason. It stipulates 
that border troops will not attack or carry 
out military exercises threatening the other 
side. It further restricts militry exercises in 
scale and scope and requires each side to 
inform the other in the event of a major 
military activity within !00 kilometres of 
the border. By no means a comprehensive 
agreement. But peaches have started to 
blossom and the maidens are wanting to wed 
and the Han river is still difficult to wade, 
but a solution to that problem can always 
be found. 

Strangely, it is the Russians, if not Yeltsin 
himself, who have problems. Yeltsin’s 
rhetoric in Shanghai seemed to hide them. 
The nuts and bolts of the Russo-Chinese 
border problem are proving to be difficult. 
Way back in 1858 and 1860, two 'unequal' 
treaties provided that at the trijunction of 
Russia, Korea and China, China would lose 
a small bit of territory, in the process losing 
China's access to the Sea of Japan there. In 
1969 there was a problem between the then 


Soviet Union and China over the riverine 
frontier along the U ssuri river. We had written 
on the near-war between China and Russia 
in these columns at that time. Ussuri how¬ 
ever is a north-flowing river meeting the 
Amuro. the current problem relates to a 
south-flowing and much smaller river called 
Tumen. It is a smaller river but very much 
like the Siberian rivers and, of course, the 
Ussuri. It is a broad river with several islands 
on it. This river originates in the north-east 
of China and flows along the border between 
the narrow strip of Russian land where 
Vladivostok is located and meets the sea at 
the north-eastern tip of North Korea. The 
treaties provided that the mouth of that river 
and small piece of surrounding land would 
belong to Russia, thus depriving China of 
any access to the Sea of Japan there and also 
of a section of border with North Korea. It 
was reported sometime ago that the Russian 
delegation at the border talks faced quite a 
crisis over the Tumen. Yeltsin seemed 
inclined to concede the section of that nver 
and about 1.500 hectares of land to China. 
Major general Rozov announced that he was 
resigning from the leadership of the Russian 
delegation to the border talks ‘in protest* 
against Russian territory being transferred 
to China. Nothing further was heard on the 
question. Yeltsin's talks in Shanghai have 
not thrown any light on the question of 
Rozov f s resignation or, for that matter, on 
the status of the River Tumen and the 1,500 
hectares of land around its mouth. The only 
conclusion that one can draw is that prob¬ 
ably no agreement is yet in sight. Wasn't 
it Lenin who once said that the far-cast may 
be far but Vladivostok is not? Rozov seems 
to attribute the same status to the mouth of 
the Tumen river. In any event it is not clear 
what wili be the ultimate Russian position 
on that question. The chances aie that general 
Rozov (or his successors, if he has actually 
resigned that is) will be overruled by Yeltsin 
except that it would take much longer by 
present reckoning. Russo-Chinese border 
rivers have a way of becoming famous. First 
it was Ussuri, now it is Tumen. 

In the meanwhile, some certainties have 
been as interesting as the uncertainties. The 


Chinese have been on a modesty trip for a 
long time. Their standard refrain has been 
that they want to learn from others. Now 
Yeltsin seems to have adopted that line. He 
is so impressed with the Chinese economic 
experiment, especially with the prosperity 
of Shanghai, that he has come out with a 
statement that he wants "to study Shanghai ’ s 
experience in more detail'* because what he 
has "seen so far is very impressive". 

To be sure, Yeltsin is not the first to be 
impressed either by China's economic 
growth orby what is happening in Shanghai. 
Right from the days of high-imperialism 
Shanghai has been a centre of attraction for 
the Europeans and the Americans. Yeltsin 
is talking a different language inasmuch as 
the Russians m 1860 appreciated Shanghai 
in a different way and sense. There is also 
a further point. The Chinese 'communists* 
have impressed him. One is not certain who 
Yeltsin is referring to. But let us grant him 
his observation because Yeltsin’s expecta¬ 
tions of a communist must be rather modest. 
Maybe, like in several Asian states of the 
1950s and the 1960s where 'communist' 
was a term employed for politicians and 
intellectuals whom one did not quite like, 
Yeltsin also uses the term in much the same 
sense. May be not. He has in fact made an 
amusing distinction between 'fanatic' com¬ 
munists and 'pragmatic* communists. One 
had not heard of a 'fanatic* communist ever 
since the death of Stalin 43 years ago. One 
always knew that there were 'pragmatic* 
communists. What Yeltsin has done is to 
argue that pragmatism was a national charac¬ 
teristic. Russian communists are fanatics. 
Chinese communists are pragmatic. TheTian 
An Men people may not quite agree with 
him. But then they are either dead or for¬ 
gotten, apart of course from those who have 
emigrated to Paris and the US. Pragmatism 
is a funny virtue. It seems to fit anybody 
and everybody these days. In our own land 
Narasimha Rao is supposed to be pragmatic. 
So is Atal Behan Vajpayee. And so is Laloo 
Prasad Yadav. In our country pragmatic 
analysis secs no difference between politics 
to perpetuate castes and politics of destruc¬ 
tion of castes. Pragmatism is to be understood 
then as confusion. Perhaps we live in a world 
where everyone is a pragmatist. Yeltsin 
wonders why that is not the case in Russia. 
But then even that may not be right. All that 
Yeltsin means is that those who do not like 
him are ‘communists', i e, ‘fanatics*. Those 
who want him to continue at the helm in 
Moscow are not ‘communists' (and thank 
the Russian Orthodox Church for it!) as they 
are ‘pragmatists'. 

It is quite a spring of new political 
terminology. A veritable peach-blossom, one 
must say. Except that the Han river (a river 
yet again) is difficult to wade. 
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COMMENTARY 


Economic Reform and industrial 
Growth 

Murali Patibandla 
M Mallikarjun 

While the supporters of economic reform look at industrial growth 
mostly through supply side efficiency, critics point to the demand 
constraint This note discusses some of the possible supply and demand 
side factors behind recent trends in industrial growth 

I While the supporters of the present 

approach of reforms look at industrial growth 
ONE of the features of the rhetoric on the mostly through supply side efficiency, the 
market reforms in India has been that any sceptics point to the demand constraint This 
upward trend m foreign exchange reserves note discusses some of the possible supply 
stock market prices and industrial growth is and demand side factors behind the trend in 
immediately attnbuted to the success of free industrial growth 
market forces unleashed by the economic 
reforms When a downward or stagnant trend II 

is noticed the reforms are argued to be not 

bold enough or only partial 1 This line is The l < onomicSurvey 1995-96 shows that 
used to push tor policy changes like reckless the industrial growth during the last couple 
disinvestment in profit-making public sector of years has been very impressive 12 per 
units, opening up of common property cent in April- September 1995 following 8 6 
resources to private domestic and per cent in 1994-95 It shows the capital 
multinational capital and allowing increase goods sector has grown at 27 4 per cent 
in market concentration without an effective dunng Apnl-September 1994 and 14 3 per 
competition policy, etc The issue is neither cent dunng Apnl-September 1995 By 


looking at these figures one may get the 
impression that Indian industry is taking off 
to become the most developed within the 
next few years While the Survey attnbutes 
this to the policy reforms, the real story 
behind these figures is that the industrial 
growth had hit the bottom m the early 1990s 
and is growing from a low base 
It may not be a coincidence that upward 
and downward movements in industrial 
growth have been coinciding with the 
movements m government expenditure 
during the high growth penod of 1980s, 
stagnation (or negative growth rate) m late 
1980s and early 1990s and the recent 
recovery If we correlate the trends m 
government expenditure and industrial 
output, there is almost a one to one positive 
correspondence For the penod 1981-82 to 
1994-95, the correlation coefficient of total 
government expenditure with capital goods 
is 0 94, with basic industries production is 
0 939 and with consumer goods is 0 95 The 
correlation coefficient of government 
consumption expenditure with capital goods 
is 0 96, with basic mdustnes output is 0 97, 
and with consumer goods is 0 98 Figure 
1 shows the trend in government expenditure 
and Figures 2 and 3 show the trend in the 
output index of industries, at aggregate 
classification It is quite obvious that 
government expenditure and industrial 
growth seem to be going together If the 


the need for reforms nor the merits of private 
versus public ownership, but of selling of 
public resources at throwaway prices without 
a proper assessment of social costs and in 
the absence of an appropriate regulatory 
framework based on rather dubious 
definitions of a free market economy 
Common sense suggests that it is not 
possible at the present juncture to attribute 
changes in industrial growth strictly to the g 
operation of tree market fore es because these *§ 

reforms are only a few years old and have 8. 

been implemented after 40 years of active « 

state intervention One must not forget that | 
the recent policy changes operate on the g 
basis of the industrial endowments acquired S 
through years of state intervention Secondly, * 

one of the major lactors contributing to the ° 
recovery in industrial growth could be the 
increase in government expenditure dunng ~ 
the last few years, which is rather counter 
to the philosophy of the market reforms 
[Patnaik and Chandrashekar 1995] As 
everyone agrees about the need for the nght 
kind of reforms in the policy, it is absurd 
to push for certain policy changes without 
building necessary institutional structures 
and negate the role of government policy in 
achieving sustainable growth 


Figure 1 Tr^nd in Oovernmint 
Expenditure 1981/82 - 1994/95 



Time 


q Govt Expenditure 4- Govt Final Cons Exp 
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increase ta g<wramertexpcndfo^^ 
as i part of the reforms, one might agree 
partly with the ministry of finance. But it 
is contrary to the spirit of the reforms based 
on the theory of structural adjustments of 
the IMF and the World Bank. 

The arguments of left-wing economists 
about the importance of government 
expenditure in stimulating industrial growth 
are well known. Government expenditure 
provides both supply and demand side 
stimulus to growth. Development 
expenditure reduces infrastructure 
bottlenecks while consumption expenditure 
gives short run demand side stimulus. 

According to Kaldor (1966), cumulative 
causation of economic growth operates 
through a two-way link between supply and 
demand side factors. Improvement in supply- 
side conditions leads to reduction in costs 
and consequently prices. Reduction in prices 
leads to increase in real income which, in 
turn, leads to increase in demand and savings 
for investment which, in turn, cause further 
growth. Assuming that certain minimum 
necessary industrial and agricultural 
endowments exist in the economy, the initial 
stimulus may originate from either demand 
or supply side leading to a two-way 
cumulative process. 2 

The basic stimulus to growth, according 
to the market reformers, comes through 
supply side efficient utilisation of resources. 

A free market economy is expected to lead 
to efficient utilisation by competitive 
operation of markets. The reasoning of the 
free-marketeers is that the previous policy 
regime created all-round distortions and the 
reforms would eliminate the distortions 
which will generate sufficient impetus to 
economic growth. 1 The underlying rationale 
is as follows. The efficient utilisation of 
resources is expected to generate demand by 
reducing prices and thereby increasing real 
incomes, and generating gainful 
employment. Price reduction is supposed to 
take place through competitive market 
outcomes which reduce monopoly profits 
and X-inefficiency in production which, in 
turn, will lead to a fall in prices. 

But the fall in real prices need not take 
place across allsectors. Market reforms affect 
in general equilibrium (allocative) terms 
across sectors, may reduce some prices, and 
increase some other prices as past policy 
intervention was supposed to have generated 
allocative inefficiency. For example, the 
previous imporlBasic industriesolicy regime 
was supposed to have led to prices of (capital 
intensive) manufactured goods being higher' 
and certain agricultural prices being lower 
in comparison to worid market prices. A 
simple example: if agricultural commodities 
like rice and cotton are allowed to be freely 
exported under an appropriate exchange rate 
regime, their domestic prices will rise to 


- ftctme 2: Tksnd w Aogx&oate 
I ndustrial Output 1981/82 - 1994/M 
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international level. -Similarly, if imports of 
manufactured goods are liberalised, several 
manufactured (capital and consumer) goods 
prices will go down. This will have 
implications for money and real incomes. 
This may lead to a reduction in excess profits 
of producers (producers’ surplus) and also 


reduction in employment of the protected 
manufactured sector. On the other hand, the 
incomes and possibly employment in the 
sector whose output prices go up may 
increase. 

Changes in real incomes (money income/ 
prices) depend on the basket of consumption 
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of these goods across different income 
groups The increase m real incomes* owing 
to the price effect will take place tor the 
higher income groups whose major part of 
consumption basket consists of (income 
elastic) manufactured goods If the increase 
in money wages remains constant the real 
income of the lower income groups, major 
part of whose consumption basket consists 
of wage goods, will go down It has been 
observed that the real wages of workers 
have gone down during the last five years 
(sec the supplement to the Economic 
$ui\e\ 199 5 96) The second issue is 
whcthci the reforms are generating 
employment by reducing the macro econo 
mic distortions of the previous policy regime 
But this has been observed to be just the 
contrary [Gupta 1995] 

This kind of distributional consequences 
lead to a growth process that is highly 
enclaved while a segment ot the economy 
may experience growth (increase in incomes) 
in a c umulati vc causation, the major segment 
may remain stagnant or be even worse oft 
One line ot detente ol the reformers is that 
the negative distributional consequences of 
the reforms are only short term in nature but 
in the long run this will lead to overall 
increase m real incomes mostly through the 
trickle do\sn effect 1 he trickle down theory 
might be true if one is talking ot a period 
of a couple of hundred years 
One ot the ways of overcoming the 
domestic demand constraint is through 
exports But exports are concentrated only 
in a few mostly laboui intensive, industries 
and traditional goods The recent spurt in 
exports has come mostly from agricultural 
commodities F or example, exports of non- 
basmali ncc accounted for 20 per cent of 
agricultural and allied products and 
experienced a growth rate 16 7 during April- 
Januar) 1995 96 Secondly assuming that 
exports will grow consistently exports will 
mcieasc incomes of the producers of those 
sectors which are highly export oriented but 
will not imrcase incomes uniformly For 
example if the domestic price of nee rises 
to the international level the real incomes 
of the lower income groups go down 
sigmticantly which means whatevei little 
demand for manufactuicd goods that comes 
lrom the lower income groups will vanish 
Anothei example is if devaluation of the 
exchange rale leads to increase in exports, 
it leads to an increase in domestic prices of 
tradable goods and thei eby reduces domestic 
absorption capacity by reducing real incomes 
ot consumers Even it the production of 
tradable goods increases, domestic pnee will 
not go down as India is a price-taking small 
country cxpoitci in the world market 
Domestic prices ot exportable goods will go 
down only when international prices go 
down 


The basic issue is that the kind of reform 
process that is taking place m India may 
worsen the income distribution conditions 
and generate an end a vised growth process 
This, in turn, will pose a binding demand 
constraint on industrial growth in the long 
run (apart from other social problems) If 
industrial growth has to be sustained, the 
policy reforms have to address the distri¬ 
butional issues in the fundamental sense 
The qualitati ve evidence from Latin America 
shows that countries with highly skewed 
income distribution have a highly volatile 
growth process 

Notes 

1 For example, attributing the stagnation in 
industrial growth in the late 1980s and early 
1990s to labour policies and trade unions 

2 If the minimum industrial, agricultural and 
human endowments do not exist the role of 
free market economy m stimulating growth is 
meaningless If one observes ec onomic history 


THE crucial issue facing the rural poor today 
in India is very simple Does a poor illitrate 
peasant, landless labourer, artisan and rural 
woman have a right to demand from the 
government details of development 
expenditure earned out m their own village 7 
Do they have the nght to ask for copies of 
bills and vouchers and names of persons 
who have been paid wages contained in 
‘musterrolls on the construction of schools 
dispensanes, small dams and community 
centres that on paper have been shown to 
have been completed 7 If they are willing to 
pay for these documents to be photocopied 
wlm I could also serve as certified copies 
in ca m any police cases have to be registered 
against village officials or politicians for 
embezzlement, corruption or misappro¬ 
priation, can the government refuse 7 
In 1990 a mass based organisation called 
the Mazdoor Kisan Shakti Sangathan 
(MKSS) started working with the very poor 
peasants in an area which is openly 
acknowledged as one of the worst and most 


were generated by active state tnmventiou 

3 This reasoning might be quite ignorant that 
reforms generating static allocative efficiency 
is not sufficient for economic growth m 
economic growth is a dynamic process 
requiring several other conditions in the 
economy See Lucas, (1988) 
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backward regions of Rajasthan-Bhim Tehsil 
on the border ot the three districts of Pali, 
Ajmer and Rajsamand The idea of the MKSS 
was to find out the root problems behind the 
non-payment of wages to workers on 
government works under the department of 
forests and public works At every stage they 
were stalled when they asked for informa 
tion and details of expenditure on schools 
dispensaries, drinking water schemes, rural 
housing ameuts, ciams and community 
centres On paper they were shown to be 
complete but to the whole village it was plain 
to see that someone had misappropriated 
the funds - school buildings with no rool 
dispensaries with no walls, dams left 
incomplete and community centres with no 
doors or windows Who had the details, thi 
MKSS wanted to know Everyone knew but 
no one wanted to say 
As m every government there are some 
very few, bureaucrats who are concerned 
that funds should reach the poor and be spent 
wisely and properly After years of knocking 


Right to Information 
Profile of a Grass Roots Struggle 

Bunker Roy 

In a historic announcement in the state assembly in April last year , the 
c hief minister of Rajasthan had declared that citizens had the nght to 
information to receive details of expenditure on work done in their 
villages and all the documents could be photocopied as evidence 
However , even after a year the chief minister’s announcement has not 
been implemented became of stonewalling by the bureaucracy The 
agitation against this called by the Mazdoor Kisan Shakti Sangathan 
has evoked massive popular support 
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offkw man*g«Mi to extract some dcui from 
the Block office In order to share this 
information tn public with the people of the 
same village (Kot Kirana in Pali district) the 
MKSS organised the first Jan Sunwayi 
(people's hearings) in the history of 
Rajasthan At the outset the MKSS had 
insisted it was a hearing not a court (‘adalat*) 
Everyone was welcome to listen and respond 
- politician, administrator, landless labourer 
and private contractor - and if they wished 
to say something to defend themselves the 
MKSS would give them the platform 
Corruption is nothing new There is no 
one in the villages tn Rajasthan who does 
not think that the village officials and 
politicians are scoundrels and thieves So 
what is new > Very little can be done about 
it from the top to the bottom public money 
is being embezzled what can one Jan 
Sunwayi do> By reading the details ot the 
hills and vouchers and names ol people they 
made it very personal Hie audience who 
heard the names being read out howled and 
screamed at the brazenness ot the officials 
and their elected leaders The response was 
electntymg and all of a sudden it was no 
longer a game With the phenomenal 
response tromthe people to the public hearing 
- several other publ ic hearings were organised 
from December 1994 to Apnl 1995 in the 
same region With every public hearing in 
spite of polite invitations fiom the MKSS 
to the village officials and politicians they 
stayed away and damned themselves by 
their silence and absence Poor people came 
by the hundreds to listen in pin drop silence 
to embezzlement ot public funds on a large 
scale in the name of the poor As the names 
and details were read out more and more 
cases started coming out in the open The 
collective rage and anger was enough to 
make one engineer of the Stale Electricity 
Board return in public Rs 15,000 which he 
had extracted from a poor tanner - the one 
and only instance of money ever being 
returned in Rajasthan because of public 
pressure and humiliation 
It was through this process that two de 
mands emerged with one voice from all the 
public hearings One, that any citizen trom 
the village should have the nght to make 
photocopies of all bills, vouchers and muster 
rolls on payment on any work done by govern¬ 
ment m their village Two, that funds em¬ 
bezzled and misappropriated should be re¬ 
covered from these villageofficialsand politi¬ 
cians, their property be attached, and assets 
frozen and publicly auctioned and that money 
recovered should be spent back in that same 
village No departmental enquiry, no due 
process of law, no cases to be registered - 
just return the money and let's get on with it 
The government stand all along was that 
the MKSS was raising a non-issue There 


ts nothing to stop any villager from taking 
this information at the blodk level, the 
government insisted The MfCSS was playing 
politics and it was misleading the people 
with disinformation The government 
maintained this stand until the union of gram 
sevaks (the lowest development officials of 
the government) in January 1995 decided 
to declare a strike on grounds that they 
refuse to part with any details of expenditure 
to anyone - thus playing neatly into the 
MKSS's hands and at the same time making 
the government look extremely foolish 

In April 1995 in a histone announcement 
on the floor of the state assembly the chief 
minister of Rajasthan without naming the 
MKSS declared that any citizen has the nght 
to information On payment he/she could 
demand and receive details of expenditure 
on work done over the last five years in their 
villages and all the documents could be 
photocopied as evidence should they want 
to use it in the future Since independence 
no state government has ever made such a 
sweeping commitment and the courage and 
vision of the chief minister was unanimously 
applauded 

With the commitment of the chief minister 
on the floor ot the house what had to folio* 
were government orders The MKSS waited 
patiently Nothing was coming out from the 
director of panchyats So many assurances 
have been made on the floor, they were told, 
and not all have been converted into orders 
The MKSS waited one full year 

On Apnl 6 1996 the MKSS declared thev 
were going to organise an indefinite stnke 
in the town of Beawer in Ajmer district 
demanding that orders be issued on the 
assurances given by the chief minister on 
the floor of the stale assembly, no more or 
less 

In a classic but expected response of 
double speak so typical of governments 
while declaring (hat they wiP not ever 
succumb to pressure of any kind, an order 
was hastily issued that very night The order 
did not mention the right of photocopying 
documents but allowed for'inspection and 
wnting details (ot pages and pages) by hand 
with no certification possible In a slate 
where the percentage of literacy is so low 
and they have no hope ot copying any 
documents such an order borders on the 
farcical What the chief minister had 
committed on behalf of the government, the 
bureaucracy mauled and distorted out of 
sense and content 

The MKSS refused to call oft the stnke 
From Apnl 6 the stnke continues and the 
response from the common man and woman 
from the village and town to the stnke has 
been phenomenal Wheat, vegetables and 
sugar cane juice keep coming in as donations 
Offers of support to stay, to feed, to pnnt 
pamphlets free and an ever sympatheic 


regional press have bewildered the members 
of the MKSS and such expression ot 
unconditional support has earned them into 
their 17th day Never before has Beawer 
ever seen such an outpounng of affection 
and understanding to a cause they see as just 
and which they want the MKSS to win It 
cuts across party lines Supporters ot the 
major political parties, the BJP and the 
Congress and uade unions of all affiliations 
come to the open meetings and sit and sup¬ 
port the MKSS Eminent journalists like 
Ntkhsl Chakiavarty, Kuldip Nayar and 
Prabhat foshi and respected social activists 
such as Medha Patkar have all come and 
addressed the growing pubiic and encouraged 
the MKSS to continue and not give up now 
For once the political acumen of the chief 
minister has let him down The bureaucracy 
must have informed him the MKSS is just 
another fly by night sort of mass organi¬ 
sation that has no base no work but with 
political ambitions Just another NGO tr\ ing 
to capitalise on the election te\cr it will 
go away They want to embarrass the 
government When all along the government 
has co operated with them now thev only 
want to stab the bureaucracy in the back 
With this attitude thev have completely 
missed the point By passing this order the 
government will only enhance their own 
prestige in the outside world hat the M KSS 

has done to make this possible will be 
forgotten down the lint 1 hev could capitalise 
on this older with tht Nfcorld Bank with 
bilateral donors with so inan> who hold the 
nght to information dear and necessary tor 
good governance Th'y will applaud the 
Rajasthan government Instead when 
statemanship and magnanimity is called tor 
and showing some grace under pressure we 
see indecision With every da> that passes 
the MKSS as a result is growing stronger, 
moic confident and ever so hopeful with 
such fantastic support from (he people of 
Beawer that their cause is just fn a sense 
w hatev cr the outcome the MKSS has already 
won - raising the issue of the right to infor 
matron and demystifying m a manner that 
every peasant industrial worker and landless 
labourer now understands With or without 
the MKSS now the demand for information 
on development expenditure will increase 
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Politics, Property and Population 
Growth 

Ttansition in Lucknow 

AkunSrinivas 


The political decision to industrialise Uttar Pradesh led to the expansion 
of bureaucratic machinery in Lucknow which in turn resulted m a boom 
in construction activity and population influx. 


“LUfcKNOW is the fastest growing city 
in the country,” announces Lalji Tandon, 
former urban development minister in Uttar 
Pradesh and a BJP party member He is 
philosophically correct but technically wrong 
With a decadal population growth of 66 per 
cent in the period 1981-91, Lucknow was one 
of the five fastest growing class 1 cities The 
pace of growth has proved all experts wrong 
and is splitting the city*s infrastructure at its 
seam 

No one in the past predicted such rapid 
growth for Lucknow And all infrastructure 
- which essentially was put into its final 
shape three decades ago - is incapable of 
coping with the population influx At the 
official level, there is an urgency to study the 
trends in the last decade in order to safely 
predict the near future As happens in most 
cases, each expert has his own opinion Let 
us first take a look at past demographic 
projections, the actual growths and what the 
future holds for Lucknow 

Demographic Trends 

Demographics has always been a 
controversial subject m Lucknow During the 
British penod, prior to the 1857 mutiny or 
as a nationalist would call it the first war of 
independence, Lucknow reportedly housed a 
million people In 1907, A L Saunders while 
replying to a letter regarding “providing 
model bastis for the poor” to decongest the 
city, said “Its (Lucknow’s) population at the 
annexation is not exactly known, it has been 
put as high as a million, but we may take 
Sir H Lawrence’s estimate of three-fourths 
of a million” W H Russel's My Indian 
Mutiny Diary mentions that Lucknow’s 
population m 1858 was a million 

If this figure is correct, there were more 
people in Lucknow in 1850 compared to the 
number in 1981 Oust over 9 lakh) And the 
city area was much smaller m the last century 
However, experts feel that population figures 
in the pre-mutiny penod were probably 
exaggerated Britishers of that era based their 
estimates on what they saw rather than actual 


head count or census No census was 
undertaken m the city between 1775 and 
1862 All the foreign travellers/wnters 
dunng this 100-year penod thought of 
Lucknow as a highly populated city teeming 
with people 

Meer Hasan All, m 'Observations on the 
Mussalmauns of India’ (1917), wntes about 
the “vast multitudes of people” in Lucknow 
In The Lucknow Album (1874) G H Rouse 
said the streets of the city were so filled with 
people that “it was impossible to nde or even 
dnve in the streets” The worst descnption 
is given in The Asiatic Journal and Monthly 
Register (1834) “The lanes leading from 
the principal avenues are ankle-deep in 
mud (and the hovels) are the most 
wretched habitation the imagination can 
conceive The German traveller Joseph 
Tieftenthaler (1786-88), observed, ‘The 
streets are narrow and stinking, because the 
inhabitants habitually throw all their refuse 
into the streets” 

Finally, when census was undertaken by 
the Britishers after the annexation of 'Oudh’ 
(as the area was then called), the 1862 count 
came to 2 85 lakh people The 1872 Census 
report stated that the population was around 
3 70 lakh m 1856 though all the records 
weredestroyed dunng the mutiny war Recent 
writers such as Veena Talwar Oldenbeig 
(The Making of Colotual Lucknow) and 
Rosie Llewellyn-Jones (A Fatal Friendship 
The Nawabs, the British and the City of 
Lucknow ) feel the population in 1856 
could not have been more than 4 lakh at 
the most However, the fact that 40 per cent 
of the congested areas of the city was 
destroyed by the British government after 
the mutiny and people were forced to leave 
the city indicates that the pre-mutiny 
population may have been at least 5 lakh 
or even more 

After the mutiny, the Britishers tned to 
depopulate and clean up the city Towards 
the fag end of the 19th century, there was 
another major attempt to decongest the city, 
which i s clear from the land settlement records 
By 1911, the population was nearly 2 6 lakh 


During the co nt en t century, the pbpsMm 
grew consistently - decadal growths were 
between 20 per cent and 40 per cent. The best 
penod was, obviously, 1981-91 when people 
flocked to the city (Table 1) 

Predicting the population of the city was 
asdifficultmthepastthreedecadesand most 
experts have got it wrong The 1973 Master 
Plan-2001 predicted a decadal growth rateof 
35 per cent The actual growth dunng the 
decade (1971-81) was less than two-thirds 
(23 per cent) of the estimate The revised 
Master Plan (February 1992) was not pnvy 
to what happened dunng the 1980s as the 
1991 Census report had not been released 
It took the earlier decade (1971-81) as the 
benchmark and predicted a future decadal 
growth of 24 per cent 

As the revised plan said “Plans have been 
implemented (in recent times) to provide 
basic services (hence) unplanned and 
uncontrolled growth will not happen which 
will dampen the upsurge in population 
growth ” What actually happened was beyond 
anyone’s comprehension Nearly 7 5 lakh 
new residents were added to the city dunng 
the 1981-91 decade and the population 
growth was 66 per cent A part of this 
growth could be attributed to addition of 
large outgrowth (or penphery) areas to the 
urban city 

Recent studies have not fared any better 
Two studies in 1993 by the UP Jal Nigam 
and RITGS have predicted a growth of 
around 35 per cent for the current decades 
(1991-2001) The Jal Nigam report stated 
The growth history of the town suggests 


Tabif I Demographic Trends 


Year 

Population 
(in Lakh) 

Growth Rate 
(Per Cent) 

1856 

1000+ 


1872 

285 


1911 

26 

-9 

1921 

241 

-7 

1931 

275 

1458 

1941 

387 

4097 

1951 

497 

2833 

1961 

656 

3196 

1971 

814 

2414 

1981 

1008 

2379 

1991 

1669 

6566 

1995 

>20 

** 


Note + This tsadisputedfigure and some experts 
say the population m the pre-Mutmy days 
could not have been more than 4-5 lakhs 
Veena Oldenburg (The Making of 
Cobmal Lucb iow)saysthepopulanontn 
1856 was 3 7 lakhs But accepting the 
fact that 40 per cent of the city was 
destroyed by the Bntishers after the 
Mutiny, the population in 1850s should 
have been at least 5 lakhs 
Source VeenaOldenburg, Land records. Census 
Reports 
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•tag*; and Kasnow a limited scope for 
growth except in outskirts areas. Thus* the 
growth projected by arithmetic increase has 
been adopted for future projections of 
loads." This premise was also accepted by 


R]TES. 


Local experts say there has been no leeway 
in the growth pattern. According to them* the 
cunent population at end-1995 is over 20 
lakh; which projectedtill 2001 gives a growth 
rate of 50 per cent. ‘The city is showing no 
signsof stagnation", says $ K Garg,managing 
director of one of the largest construction 
firms in UP, ELDECO. About 10,000houses 
are being occupied every year since 1993 and 
may continue to do so for another six years. 
Going by the present ratio of 5.69 members 
per household, over 55,000people are being 
added to the city. Obviously, such a state¬ 
ment assumes that all houses are being lived 
in. Sucharate itself would lead to a population 
growth of 30 per cent over the period 
1993-2001. Add to this the natural growth 
in existing families and the increase in 
households who share houses or live in 


slums, squatter colonies and along the natas 
and the Gomti river. 


Construction Activity 


At least for the period under study, the 
houses were built first and the people came 
later. "It was the two government builders 
who attracted people to the city in the late 
1970s and 1980s", says Ratan Manila!, a 
senior journalist with The Times of India* 
This is a consensus among most experts and 
residents of the city. The Lucknow 
Development Authority (LDA) was formed 
in 1974 and, its first major housing project 
was in Gomti Nagar (1983). The UP housing 
board, which has not been active in the recent 
past, started its first big project in Indira 
Nagar in 197/. 

Construction activity forced a number of 
construction workers to migrate to Lucknow 


dty. The 1971 Census did not have a 
category of ‘construction workers' while 
dealing with occupations. In 1981. there 
were only 5,000 such workers: whose 
strength increased 240 per cent (17,000) 
within a decade. During 1981-91, over a 
lakh houses were built by state government 
authorities, private builders, private owners 
and the make-shift slums. Of this* LDA and 
the housing board account for nearly 60 per 
cent which were either sold as houses or 
plots. 

According to the data with HUDCO, 
construction activities by the LDA reached 
a feverish pitch in the 1980s. Between March 


1986 and March 1993* HUDCO sanctioned 
loans worth Rs 100 crore for the various 
housing schemes spread over nearly 3,600 
hectares. Of this total, neatly Rs 80 crore (for 
schemes spread over 3,250 hectares) were 
sanctioned to the development authority. By 
the end of 1980s, large private builders such 
as Ansals Unitech and ELDECO had also 
entered the field. 

Aggressive sales pitch quickly followed 
the construction phase in the early 1980s. 
Most people remember LDA’s bid to 
attract buyers for the plots/houses in Gomti 
Nagar. As all the newly constructed areas 
were across the Gomti river, towards the 
north/north-easi of the city, it was more 
difficult to convince people. (A similar 
thing happened when three irans-Yamuna 
colonies in Delhi were up for sale.) The 
lack of demand also forced LDA to 
maintain quality of the houses and provide 
the best possible infrastructure in Gomti 
Nagar. 

Plotting LDA's incomes from various 
sources and its expenditures on different 
heads during the period 1981-91 provides 
valuable insights into how the city developed 
during the last decade (Table 2). Expenditure 
on land acquisition peaked in 1988-89. 
denoting that the LDA had successfully 
attracted buyers in the trans-Gomli areas. The 


Sf^lK 

the fact that annual incomes from sateofland 
(plots) and sale of built houses increased 
consistently during the period. 

An interesting trend emerges by plotting 
‘income from map fees' on a time series. 
(Map fees is paid by private owners to get 
the hui Iding plan cleared from the LDA). This 
income tncreased regularly and peaked in, 
1985-86, took a sharp dip the next year and 
stabilised. Year 1985-86 denotes feverish 
building activity by private owners on plots 
sold by the LDA and the housing board. By 
then, it was clear that Lucknow's real estate 
market was on the upswing. Those were also 
the times when illegal construction was the 
norm and as a builder puts it: "You could 
build anywhere and anything by merely getting 
a map cleared." 

Commercial (shopping complexes) 
construction follows a different trend 
compared to residential housing in Lucknow. 
This is because the LDA and the housing 
board lost interest in the activity in early 
1980s which was rejuvenated after the later 
success stories of the private builders. 
Expenditure on construction of shops peaked 
in 1983-84 and the income from sale of 
shops peaked the next year when the shops 
were sold. The expenditure and income from 
this account peaked again in the penod 1987- 
89, after private builders were allowed in a 
big manner to construct shopping complexes 
in 1987. 

While Lucknow was witnessing a 
construction boom and the city was expanding 
demographicalty and geographically, other 
neighbouring cities were on the decline. Cities 
such as Allahabad. Gorakhpur and Kanpur 
faced severe infrastructural bottlenecks during 
the 1980s. Babu Lai Sharma. associate editor 
of Maya magazine based in Allahabad, has 
a one-line obituary for the city: "Everything 
that the city was known for - literature, 
culture and heritage - is dead; and so is the 
city ." The 1991 Census data shows that the 
population increase in both Allahabad and 


Table2: Lucknow Development Authority's Balance Sheet (1980-91) 


(Rs in lakh) 


Year 1980-81 

1981412 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

Income Heads 

Lease rent on land 

23 

2.9 

4.6 

6.4 

6.3 

133 

137.8 

181.6 

180.5 

133.8 

144.7 

Sale of land 

1652 

180.5 

787.3 

1171.4 

802.8 

1617.2 

2033 

2870.4 

2569 8 

3164.2 

2373.7 

Sale of buildings 

72.6 

151.2 

7716 

981.9 

1711.5 

1006 

1327.9 

1609.9 

1977.8 

1990.5 

18803 

Sale of shopping centres 

nil 

nil 

426 

129.3 

203.1 

1222 

160.1 

81 

205.2 

66 

333 

Pees on building maps/others 

3.7 

5.2 

7.4 

27.3 

14.9 

40.8 

4.9 

21.6 

152 

19.2 

12.9 

Expenditure heads 

Land acquisition 

47.2 

93 

371 

151 

368.6 

400 

1698 

1391.4 

6693 

1335.8 

1190.6 

Land development 

125.3 

84.4 

325.8 

646.8 

934,5 

1101.6 

1503.8 

1752.5 

1990.6 

1012.8 

1229 

Construction of buildings 

135.8 

164 

397.7 

965.7 

1514 

* 15632 

1159.9 

1002 

1501.4 

1122.5 

1651.4 

Construction of shopping centre 

10.6 

2.6 

78*3 

1545 

124.6 

*01.7 

66.6 

170.9 

183.2 

121.3 

753 


Source : LDA Annual Reports; RITES Report (1993). 
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25 percent 

Politics of Development 

Most people talk of demographics either 
in terms of social factors and construction 
activity. But that never tells the full story 
specially in modern times. Demographics 
has become a socio-political phenomenon 
with construction either preceding or 
succeeding the population boom. This is 
not unique to Lucknow. It is equally true 
of most other urban cities in India. The 
growth of Bombay or Delhi cannot be fully 
explained in social and economic terms. 
Politics is probably more influential in 
shaping a city’s growth. 

Political factors acted as major catalysts in 
Lucknow and had a multiplier effect. The 
demographics and economics of the city were 
clearly shaped by politics at all stages. This 
was especially true of the past 15 years 
(1980-95) when the state of UP saw a 
tumultuous political phase - the stability of 
Congress-led slate governments giving way 
toother political parties such as the BJP, BSP 
and SP. 

There was rapid industrialisation in the 
state since the 1970s which helped transform 
Lucknow into a major bureaucratic centre. 
The huge investments - both private and 
public - also attracted huge numbers of 
people to the city. Only one factor was res¬ 
ponsible for the industrial activity: politics. 
The first phase of rapid investments came 
after Indira Gandhi adopted Rai Bareilli as 
her parliamentary constituency. The second 
phase followed after Rajiv Gandhi won the 
election from Arnethi constituency. 
Businessmen flocked to invest in UP to 
please the two prime ministers. 

Narain DuttTi wari who became the chief 
minister of the state m the mid-1980s took 
a keen interest in private sector projects, as 
did Rajiv Gandhi’s close aides such as 
Satish Sharma, the petroleum minister. An 
industrialist who has a major project in UP 
says, ‘Tiwan was quite serious about the 
status of the projects in his state. I have 
received calls at 5.30 in the morning from 
him asking me the detail* of the progress 
of an ongoing project.” 

Arnethi became a virtual black hole for 
investments and attracted money from all 
corners. Estimates by journalists and 
economists show that the period 1984-89 
saw a total investment of around Rs 30,000 
crore in the region. The Rs 3,000 crore 
HBJ pipeline, which extended up to UP, 
saw huge investments in downstream 
sectors such as power, fertilisers and 
petrochemicals. All this had an impact on 
demographics. 


As mMfihooBNoi haeaimejt' ; 

powerful bureaucratic base. Its political 
strength, which Was diluted in the 1980s as 
most decisions were remote-controlled 
from New Delhi, got an impetus after the 
rise of state leaders such as Mulayam Singh 
Yadav, Kanshi Ram and Mayawati. These 
state leaders realised that their survival 
depended on their power base in the state 
for which it was important to ensure all 
decisions were taken in Lucknow and not 
in Delhi. By the 1990s all investment 
proposals were cleared and monitored from 
the state headquarters but the process had 
begun in the mid-1980s. 

As businessmen spent more time in 
Lucknow to push their files or appointed 
agents/middlemen/liaison persons to do the 
same, bureaucracy and the services sector 
bloated in the city. Data released by the state 
planning commission (1988) indicates that 
the number of government officers in 
Lucknow increased by 40 per cent between 
1971 and 1985 - from 39,416 to 56,613. 
This trend continued in the 1990s as 
political patronage was giventoceitain castes/ 
classes by the various state governments 
and many people from these castes and 
classes were also absorbed in government 
service. 

Census data indicates the occupations which 
received a boost in the 1980s. Between 1981 
and 1991, the number of construction 
workers increased from 5,000 to 22,000 for 
obvious reasons discussed in the previous 
section. The number of people employed in 
'other services ’ (which includes government 
servants) increased lrom 45,000 to 90,000. 
Another occupation which grew was employ¬ 
ment in trade and commerce - number of 
people employed in this sector increased 
from 45,000 to 1.00,000. 

The occupational pattern indicates that 
Lucknow emerged as a predominantly middle 
class city during the 1980s and the 1990s. 
The corporate sector too viewed Lucknow in 
the same manner. “For test marketing 
purposes, it was an ideal city with a majority 
of families coming from the middle and 
upper-middle class," says a senior executive 
in a market research company. Most of the 
new products such as pagers have been 
introduced in Lucknow befdre they reached 
other important cities such as Delhi and 
Mumbai. United Airlines, one of the largest 
airlines in the US, has opened only four 
offices in India - Delhi, Bombay, Pune and 
Lucknow. 

Consumerism was given a further boost 
by the large amount of investible surplus 
which was generated in the city. One of the 
reasons for this surplus was the increasing 
black money component. While the real estate 
activity, as is common, encouraged anumber 


of if 1 

Ludotowaimto 

bribes and favours by the business 
community. Lalj i Tandon says that a middle- 
level official in the LDA today makes an 
extra Rs 10,000 per day from underhand 
dealings. A senior HljDCO official feels that 
leakages from the housing activities of the 
LDA has increased from 5 per cent in the 
early 1980s to 15 per cent at present. 

It is clear that Lucknow witnessed a major 
population influx during the 198Qp and the 
trend continued during the current decade. 
The demographics underwent such a drastic 
change that all experts and committees were 
taken by surprise and their estimates went 
awry. While it is true that this boom was 
construction-led, and not vice versa as is 
common in other cities, the phenomenon 
cannot be explained in terms of social factors 
only. The politics of the city as well as that 
at the state level had a major impact on 
demographics and construction activity. 
While the relationships between population, 
property and politics may not be clear-cut at 
each stage, they still have to be studied in 
combination. Leaving out politics may lead 
to wrong conclusions and may, possibly, not 
explain the phenomenon in a complete 
manner. 

[This case study was a part of socio-economic 
analysis of Lucknow for the ongoing Gomti 
Action Plan. The study was conducted by The 
Action Research Unit (TARU) for 
Development, a research crnsultancy based in 
New Delhi.] 
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Garhwali Women: Limits of Change 

RSRsaa 


Higher literacy rate and greater workforce participation has not 
improved the social recognition of Garhwali women . 


THE Garhwal region stretches from the 
border of south-east Himachal Pradesh to 
north-west districts of Kumaon, engulfing 
3.2 million hectare land mass of five hill 
districts namely, Dehradun, Garhwal, 
Chamoli, Tehri and Uttarkashi. The region 
known as ‘Kedarshetra’ (sacred region) in 
ancient Sanskrit literature, dates back its 
history toMahabharata. Sacred and perennial 
rivers like Ganga, Yamuna and their 
tributaries which originate and flow from 
this region, irrigate thousands of acres of 
land in the plains, are considered to be the 
lifelineof agriculture. But the region remains 
difficult, harsher and even cruel for its own 
inhabitants, particularly for women who 
share the greater responsibilities in house¬ 
hold economy. This article, however, is an 
attempt to analyse the Garhwali woman in 
the context of her role in production and hei 
social position in the family and society at 
large. 

Work Without Returns 

Garhwali woman, unlike her counterpart 
on the plains, does not remain confined to 
household chores only, but actively 
participates in production activities. The 1991 
census data shows that out of total persons 
engaged in production in Garhwal, 46 per 
cent are women, whi le the same has dropped 
sharply to meagre 11.7 per cent in the state. 
The peculiar geo-climatic conditions of the 
hilts do not allow women to remain aloof 
from the production activities. No single 
activity in the terrain can sustain without 
their active participation which reveals the 
interconnection between women and 
subsistance-based hill economy. In the 
entire Himalayan region, from Kashmir to 
Arunachal Pradesh, women actively 
participate in production activities in order 
to achieve economic security for the family 
[Biswas 1990:121]. Their labour is in no 
way less valued than that of the male mem¬ 
bers. They work with men in the fields, help 
them in looking after domestic animals, 
besides taking care of their husbands and 
children. Except ploughing, a wife virtually 
does everything to help her husband in 
cultivation. [Chandra 1981:209}. 

Garhwali woman is die backbone of the 
household economy. Men’s work is limited 
to ploughing and repairing of agricultural 
tools; rest of the work, in and out of 


household, like cooking, cleaning, hulling, 
husking, carrying drinking water, rearing 
children, weeding, transplanting, storing 
dung and carrying it to fields, harvesting, 
gathering of fuel, fodder and dry leaves, etc, 
is mainly done by women. This is partly 
because of the large outmigration of menfolk 
for want of jobs to the plains. But in those 
areas from where outmigration is negligible 
or limited, men may extend a helping hand 
during sowing and harvesting, in activities 
like transplanting, carrying crops to the 
village, gathering firewood, etc. Yet it is 
women who hold the monopoly. Moreover, 
in those areas where outmigration of menfolk 
is maximum, women themselves plough. In 
the entire Garhwal region arable land is 
limited and unable to support the subsistence 
of the family. Money sent as remittance by 
migrated male member provides support to 
the household economy. The outmigration 
of menfolk is mainly from Chamoli, Garhwal 
and Tehri districts. Therefore, the female 
population in each of these districts is higher 
than the male population, i e, 52.3,52.8 and 
51.2 per cent, respectively. Only in 
Uttarkashi, where the outmigration of 
menfolk is limited, the female population is 
comparatively low (47 per cent). This is 
mainly because of the low population in the 
district (239,709) and availability of 


Economic 

Data: 


Cultivators 
Workers in 

58.8 

10.8 

agriculture 
and allied 



activities 

57.2 

13.9 

Marginal 
workers * 
Workers in 

85.6 

92.6 


comparadvelyhigb proportion of andrie land 
in the valleys of Bhagirathi, Yamuna, and 
Tons, which keepoutimg^on under control. 
Thus, the total female population in Gariiwal 
comes to 50.7 per cent of the total female 
population, compared to 46.8 per cent of the 
state. 

The 1991 census data reveals that 58.6 per 
cent of cultivators in Garhwal region are 
women as compared to a meagre 10.6 per 
cent of the state. Moreover, in those areas 
from where outmigration of menfolk is 
substantial, the percentage of women 
cultivators is even higher. Chamoli accounts 
for 61.6 per cent female cultivators while 
Tehri and Garhwal 59.2 and 57.4 per cent, 
respectively. Since landholdings are tiny 
and scattered, landlordism is absent and the 
number of female agricultural labourers is 
negligible. The number of women who eke 
out their livelihood from livestock, plan¬ 
tation and forests is also insignificant. In the 
region, livestock and agriculture go together 
yielding, no separate income. An average 
household rears large number of cattle maudy 
to use their dung as farm manure. Women 
shoulder the tasks of rearing cattle, gathering 
fodder for them and storing their dung. 
Percentage of women engaged in agriculture 
and related activities like animal husbandry, 
plantation and afforestation in Garhwal 
region comes to 56.8 per cent whereas for 
the state it is a 13.6 per cent. 

But the prominent role played byGarhwali 
women in production should not lead us to 
believe that they hsve achieved social 
equality with men and that no atrocities are 
perpetrated against them (Guha 1989). It is 
true that to a certain extent, they enjoy more 
freedom in matters like marriage and divorce 
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Note: Figures are taken only for four districts of Garhwal region, namely, Garhwal. Chamoli, Tehri 
and Uttarkashi. Dehradun district is excluded. 

Source: 1991 Census. 
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but, by and large, they too face the same 
humiliation, inequality and injustice within 
the family and the society as theircounterpaits 
elsewhere. However, due in her crucial role 
in production the birth of a girl in Garhwali 
families is not considered a curse. Moreover, 
the system of bride-price is practised among 
low income households to a large extent 
which indicate that a girl is not a liability 
to her parents. 

Female literacy in rural Garhwal region 
is 29 per cent while the male literacy is 60.9 
per cent. Nevertheless, the former is high 
to the state’s 15 per cent. It suggests that 
her crucial role in production may have 
given her certain privileges, including access 
to education, as compared to her counterpart 
in the plains. Even in urban Garhwal areas, 
where female population is low (30 per cent) 
the literacy rate is 56.1 per cent, compared 
to 40.7 per cent of the state. Putting these 
figures together, the overall female literacy 
in Garhwal turns out to be 31 per cent, 
compared to the state’s 20 per cent. Despite 
this relaove high female literacy rate the 
shareof Garhwali women in non-agricultural 
activity services is paltry7 per cent, compared 
to 8.8 per cent of the state. 

Generally, the economic condition of 
Garhwali women is miserable. They lead 
hand-to-mouth existence. The census data 
informs that females account for 88.3 per 
cent of the total workforce engaged in 
marginal activities. The difficult 
geographical conditions force women to eke 
out their livelihood. Mode of agricultural 
production is backward. The landholdings 
are small, fragmented and far-flung. Farm 
production is mainly for family consumption. 
Irrigation is scarce and more than 90 percent 
of cultivation takes place on hill slopes. 
Over the years, vulnerability of agriculture 
has intensified due to rapid ecological 
degradation. Agricultural activities are back¬ 
breaking and increasingly unremunerative. 
Cumulatively, these have resulted in 
pauperisation of hill inhabitants, particularly 
the women. 

Degrees of Freedom 

The Garhwali women, despite being an 
active partner m the subsistence economy, 
has no say in family matters. Among 
Garhwali Hindu families which constitute 
an overwhelming majority in the region 
(about 95 per cent) dominant Hindu customs 
prevail. Brahmins and rajput constitute 30 
per cent of the population and the rest 
known as 'khasia', constitute 45 per cent. 
The scheduled castes (artisan groups locally 
known as untouchable Dom) account for 20 
per cent while the scheduled tribes (mainly 
Bhotia) form 2 per cent. Only in Jaunsar- 
Bhawar, tribal population forms a majority. 


The birth-ascribed, purity-pollution 
oriented caste system has given birth to 
discriminatory social values in the 'pahari* 
Hindu society of this region [Das 1990:62]. 
Women are the worst sufferers of this 
system. 

A Garhwali girl is generally not consulted 
while choosing a mate for her. However, she 
can desert him and start living with other 
person m adverse conditions. For this her 
second husband has to pay compensation to 
her previous husband. The matter does not 
go to court and the 'panch* of the concerned 
villages settle the matter amicably. This 
matter guards the husband's family against 
economic loss which it had spent earlier as 
bnde-price and other marriage expenses. 
The system is known as ‘chhoot’ (divorce) 
and the woman as chhootol (divorcee). But 
this custom is not followed among the high 
caste brahmin and rajput families. Hindu 
married woman is not entitled to inherit 
property, though a widow remains the 
proprietor of movable and immovable 
property oi her deceased husband. An 
unmarried daughter can exercise full rights 
over the property till her marriage. Widow 
marriage among upper castes is not permitted 
since it is considered to lower their status 
in the society Polygamy is practised to a 
certain extent in interior areas among the 
large landholders as it provides cheap family 
labour for agriculture. 

Conversely, tribal Bhotia women enjoy 
greater freedom compared to her brahmin 
and rajput counterparts in the region. Here, 
the female may inhent property under certain 
specific conditions. Absence of male issue 
permits a female to hold her father’s property 
so long as she is unmarried. After marriage, 
if her husband stays in her father's village, 
she continues the possession [Biswas 
1990:126-27] When a mate is chosen for 
a girl, her opinion is taken into account. 
Even in case of divorce, she enjoys greater 
rights. A husband cannot divorce his wife 
but a wife can abandon her husband 
unilaterally should he marry to another girl 
in her life time. In such cases the husband 
does not get any compensation; instead, he 
has to pay some amount to her as damage 
[Biswas 1990:127]. 

The bigger say of Bhotia women in family 
affairs has provided them scope to forge 
their own identity. They have achieved fame 
in mountaineering. Bachindri Pal of Nakur 
village in Uttarkashi district became first 
Indian woman to climb the Mount Everest. 
Recently, Suman Kotiyal and Seema Martolia 
have also succeeded. All these girls come 
from rural background. 

In Jaunsar-Bhawar where tribal population 
constitutes an overwhelming majority, 
woman enjoys even greater liberty. 
Polyandrous marital system prevails here 


boMrowwithtf* spread of odiKa^ 
are gradually shiftily 

polyandry was practised to keep the 
population low as there is very limited land 
available for cultivation. The SCs also form 
a sizeable proportion of the population in 
the area, and upper caste and influential 
sections among the tribals have exploited 
the lower caste womenfolk to satisfy their 
lust. But theteruclal role of Jaunsari wife in 
subsistence economy, and polyandry 
provides her certain privileges, including 
establishing extra-marital relations within 
socially approved parameters. For instance, 
a Jaunsan wife is expected to remain 
faithful in her ‘sasural’ (in-laws house), but 
when she visits her 'Myika' (parent* s house), 
she can enter into physical relation with 
another male. Her husband(s) cannot 
intervene, but once back to the in-laws 
house, she has to forgo this liberty [Biswas 
1990:126]. 

Nevertheless, we do not find any evidence 
of women participating in national movement 
or in anb-feudal peasant uprising either in 
the British Garhwal onnTehri Riyasatduring 
the penod of local 'dhandaks* (uprisings). 
Perhaps, Garhwali women might have 
covertly supported the insurgencies by 
keeping the subsistence agriculture going, 
or by providing shelter to the leaders of the 
rebellion. It was in 1970s that they started 
participating in agitations on a large scale. 
This was because, over the years, deepening 
ecological crisis intensified the hardships of 
women, particularly in gathering fuel, todder, 
dry leaves, pine needles, etc. The close 
relation between subsistence agriculture and 
forestry brought these women in direct 
conflict with the state which unleashed 
commercialisation of forests resources 
Unfortunately, this new spirit was not kept 
alive and the movements were hijacked by 
vested interests. 
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Labouring Class Stratification 


US Style 

Robi Chakravorti 


Strategies like outsourcing deployed by the managements in the US to 
maintain profit rates are resulting in increasing stratification of the 
labouring class. 


IN early part ofMarch, therewas aspectacular 
18-day general strike in two General Motors 
(GM) brake-making factories in the US. The 
repercussions of the strike led to the closing 
down of about throe-fourth of GM plants in 
the country idling about 83,OOOGM workers. 
The issue causing the conflict between the 
largest automobile plant in the country and 
United Automobile Workers Union (U AW), 
the largest and historically activist labour 
union, was 'outsourcing' - a new term that 
has crept into the current rhetoric dealing 
with economic and social issues. 

The term 'outsourcing' means ordering 
manufacturing parts of machinery outside 
original factories in places where costs are 
cheaper due to the access and availability 
of cheap, non-uniomsed labour The GM 
factory at Dayton, Ohio where the stake 
began had ordered some non-umonisedplants 
to produce parts at a lower cost. One of these 
plants was a German-owned company. The 
labour union protested the move. 

This trend of outsourcing has been 
widespread during the past decade along 
with the spread of the emphasis on 
'globalisation' and 'free enterprise'. 
According to a recent report, the US 
companies today 'outsource' 60 per cent of 
the cost of an average product. As one writer 
pointed out, this trend means that competition 
under the so-called free enterprise system 
means competition not only between the 
prices of products but also of labour. 

The outsourcing issue which initiated the 
conflict between the management and labour 
at the GM plant should be seen in the context 
of American history of labour-management 
relations and the divisions among labouring 
class in the US. 

In the area of automobile industry, the US 
has been a world leader from the early part 
of the century to the 1960s. Henry Ford 
introduced the technological innovation of 
theautomadcconveitersystemin 1913which 
reduced the production time of automobile 
chassis from 14 hours to 93 minutes. Henry 
Bold also raised the daily wages of the 
workers forwhich he was reportedly accused 
in certain circles as a socialist From the 
1920s until the 1950s, General Motors was 
led by Alfred Sloan. Under his guidance, 


GM not only became the largest corporation, 
but it also generated the sayingquiie common 
until the 1950s, “What is good for GM is 
good for the country". Writer of a recent 
book entitled. Militancy\ Market Dynamics 
and Workplace Authority: The Struggle Over 
Labour Process Outcomes tn the US 
Automobile Industry , 1946to 1973 , describes 
his influence on labour-capital relations as 
'Sloamsm' which aimed at limiting 
parameters of head-on price competition 
among big firms and regulating labour- 
management relations to avoid strikes. 

The booming automobile industry and the 
smart responsive approach of the 
management present one side of the picture. 
The workers were quite militant in the 1930s 
and 1940s. One of the most dramatic strikes 
in Flint, Michigan, in January 1937 took the 
unusual form of passive resistance involving 
sit-in. The workers entered the plant and 
refused to leave They stayed in round the 
clock Union activists helped them with food 
The management cut off the heating system 
at the dead of winter, but it did not weaken 
the determination of the workers to win 
recognition from the management. Finally, 
the state's governor with prompting from 
president Roosevelt pressured the 
management to negotiate with the union. 
The General Motors recognised the UAW 
as the legitimate union and bargaining agent 
for its members 

The position and the power of the 
automobile industry and the militancy of the 
American working class have changed in the 
past three decades In the 1950s, US made 
80 per cent of the world's cars, now they 
make about 30 per cent. The big three 
American automobile companies once 
dominated ove r 70 per cent of the domestic 
market; now, they control about 50 per cent. 
The union membershipof American working 
class also has drastically declined. In 1949, 
over 35 per cent of the workers were 
unionised; now only 15 per cent are union 
members. 

The change in the position of the auto 
companies* role in the US economy is one 
faGtor that is affecting the labour- 
management relations. But, it will be wrong 
to judge the recent successful strike by the 


GM workers as an index of a broad 
regeneration of the working class con¬ 
sciousness leading to radical change. 

If we look at the recent dispute on the issue 
of outsourcing, we find two interesting 
features. First, the unions protested and 
compromised on the issue. The GM decided 
to compensate workers at the strike-bound 
plants for buying parts from outside. At the 
same time, no definite agreement was signed 
about the potential range and type of 
outsourcing in future. Second, even if the 
search for cheap labour in the process of 
producing for profit can be restrained m 
certain fields, its expansion cannot be stopped 
either through collective pressure or 
ideological awareness. In different areas of 
economic activity, outsourcing can take 
different forms and become an integral part 
of the production system Two examples arc 
presented below m support of this viewpoint 

San Diego is an important city in 
southernmost part of the state of California 
bordering Mexico. The businessmen in the 
city have set up an elaborate outsourcing 
relationship with the bordering Mexican city 
Tijuana. Parts and finished products arc 
allowed to move across the border duty-free. 
The plants on the US side of the border do 
the more complex parts of the production 
process, those on the other side do the simpler 
assembly work or produce simple parts, 
using the cheaper wages of Mexican workers. 
With this kind of outsourcing, the area has 
turned out to be one of the largest 
manufacturers of television sets in the world. 

Another example is the recent controversy 
about illegal immigrants across the Mexican 
border. The controversy about the issue often 
hides the fact that cheap labour needed by 
California farm-owners arc easily available 
from Mexican immigrants. In some areas of 
nch farm lands, over half the workers turn 
out to be illegal immigrants. One of the 
reasons is that English-speaking white people 
avoid hard-working insecure farm jobs away 
from city life. New immigrants, legal or 
illegal, will work in underpaid jobs which 
a well-settled American citizen is unlikely 
to accept without protest. According to a 
recent data, the percentage of forctgn-bom 
farm workers in California is now about 90 
per cent compared to 50 per cent in the 
1950s 

While the political issue of immigration 
fires up election-centred debate, what is 
ignored is the subtle compromises that arc 
made to accommodate outsourcing cheap 
labour which helps the position of the upper 
class and the middle class. That is why the 
immigration bills do not aim at complete 
restriction of the import of cheap farm labour, 
but want to use them as needed by farm 
owners as 'guest workers’. A recent bill 
passed in the House of Representatives 



allowing states to deny illegal immigrant 
children public school education, eliminated 
the requirement that the employers should 
be responsible for verifying the legal status 
of workers. Instead of legally binding them 
to the task of this verification, the bill said 
that it is a voluntary measure. Employers 
may choose not to check the immigrant 
status of a job applicant. As one columnist 
wrote, ‘The anti-verification vote was a vote 
for cheap labour”. 

The class di mension of the General Motors 
labour strike also needs to be noted to 
highlight the complexity of the stratification 
among what is often labelled as blue-collar 
workers. Most of theold-time senior workers 
in the GM belong to the middle class in terms 
of income and social welfare benefits. The 
workers at the GM factory who started the 
strike recently receive up to $ 40,000 plus 
overtime which often adds up to $ 69,000 
a year. Over the years as American monopoly 
over the automobile production grew, auto¬ 
workers became the best-paid workers and 
solid members of the middle class. As the 
economic position of the American 
automobile industry changed, the job security 
and the income level of the workers are 
adversely affected. The existing wage-scale 
and benefits may be deftly applied to long 
time union workers, but denied to newly 
hired employees. This is taking place m the 
academic market, too. The tenured professors 
hired in the 1970s enjoy privileges which 
are diluted as new hirings take place. 

The complexity of the stratification system 
among the working class within a country 
and between one country and another is an 
important factor to remember in analysing 
the outsourcing aspect of the so-called global 
economy. A comprehensive and correct 
analysis of the area is not an easy task. One 
can, however, attempt some tentative 
generalisations. 

In general terms, changes in technology 
bring out sharp class divisions, which was 
described in broad, general terms by the 
American socialist writer, Michael 
Harrington years ago. “Automation”, he 
wrote, “has created an abyss between those 
with training and education and those 
without. So, a man can be sentenced to life 
at the bottom of the economy, without even 
becoming a certified, statistical tragedy”. 

With technological changes occurring 
since he made the above general observation, 
the working class has been stratified broadly 
into a dual labour market - the primary 
market made of large quasi-monopolistic 
firms such as automobile or steel. This sector 
tends to be unionised. The secondary market 
composed of economically marginal 
businesses or mid-size businesses like farms 
directly or indirectly linked with large-scale 
companies, employ labour often marked by 
race, ethnicity and gender. Low wages and 


insecure employment characterise this labour 
market. We can add to the primary sector 
described above the white-collar and 
government employees. 

Unions in these three areas are likely to 
be selectively operative struggling against 
the reduction of existing privileges. In 
contrast, there is a likelihood of acomparati ve 
deterioration of the condition of the 
unorganised poor in the secondary market. 

This kindof workingclass division, already 
visible in the US is likely to worsen, taking 
complex forms in the third world countries 
undergoing industrialisation. In this context, 
it is important to note the shift in political 
ideology with economic overtones that has 
taken place in the US. In the past twodecades, 
there has been a steady shift from the New 
Deal collectivist emphasis on social and 
economic justice to a type of individualistic 
approach associating individual freedom with 
free enterprise economy. One can describe 
this approach by using currently fashionable 
rhetoric m social sciences as a post-modern, 
deconstructiomst version of Max Weberism. 
Expanding business ventures involving 
outsourcing will propagate this type of 
approach through mass media manipulation 
and lobbying. A book entitled. Selling Free 
Enterprise; The Business Assault on Labour 
ansi Liberalism, 1945-1960 by Elizabeth 
Fones-Wolf presents an interesting histone 
account of this shift m focus from the liberal, 
collective in the past to the contemporary 
neo-conservative, individualistic with 


derogatory assault on the political ideology 
of stile's responsibility. 

Seen in this perspective of the history of 
American labour, the recent victory of the 
union forces at General Motors is unlikely 
to contribute to working class solidarity and 
militancy. At the same time reports of 
inequality appearing in the press from time 
to time and experienced in life are likely to 
cause unfocused sense of anomie among 
large sections of the people. The gap between 
the rich and the poor in the US is increasing 
at a faster rate than in other advanced 
industrial societies. At the same time, the 
gap in job prospects between different sectors 
of the labouring class is increasing. 

A study of auto-workers in four countries 
including India (Blue-Collar Stratification 
by William H Form) made an interesting 
generalisation which deserves notice in this 
connection. The industrialising 
underdeveloped societies, the study 
speculated, will follow an almost parallel 
class division as they introduce a more 
advanced technology in an unplanned 
manner. Due to introduction of new 
technology, however, they will have a new 
high stratum of technological class over 
industrial and marginal workers. 

One interesting point of speculation is 
whether the ideology of socialism giving 
importance to equality and the role of the 
state in correcting evils of free market 
economy will weaken at the same rate as in 
the US in the past three decades 
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PERSPECTIVES 


Strengthening Indian Democracy 

Nirmal Mulcarji 


The root cause of the sickness afflicting Indian democracy is the 
distance between power and the people . Power is lodged at the centre 
and in the states whereas the people are at the local level . People's 
power is thus not available to keep the wielders of political power 
under check . Electoral reform and judicial activism can at best deal 
with the symptoms . The disease needs the more basic remedy of 
bringing power down to the people - through minimal central and state 
governance and correspondingly maximal local governance . 

I 


ANNIVERSARIES are suitable occasions 
lor stocktaking The 47th birthday ol the 
Indian republic, January 26, 1996, was a 
particularly apt instance of such an occasion 
For the polity had all of a sudden been 
exposed as extensively polluted So much 
so that fears were entertained about the very 
survival of the democratic system of 
governance 'we, the people of India* had 
given ourselves 

The fears were not without substance 
because a surprisingly wide cross-section of 
the dominant political class had come under 
a cloud Leading political figures, as also 
middle-rankers and senior bureaucrats, were 
alleged to have received large sums of 
unaccounted money over many years This 
was bad enough news What made it worse 
was that the same source was alleged to have 
funded notorious criminals as well The 
‘hawala’ cases, as also other exposures that 
came tumbling out, not only confirmed the 
serious reservations the people already had 
about politicians and bureaucrats but served 
as indicators of the widespread rot that 
seemed to have taken hold of the system 
Understandably there was a sense of 
disenchantment all round Two questions 
weighed heavily on every thinking citizen's 
mind How had we come to such a pass? 
Was there any way out? 

Remedies were desperately sought Some 
were useful ideas resurrected from the past 
A lokpal to look into malfeasance at the 
highest levels was one such State funding 
of elections was another. A highly practical 
proposal was to enforce the law requiring 
political parties to submit income tax 
returns, which many of them had neglected 
to do for years together. Some other ideas 
were in an anti-democratic direction. One 
was that the central cabinet should be 
composed of untainted non-political experts 
in different fields. Another was that the civil 
services and the police should be insulated 


from political control A veteran politician 
could not resist advocating even military 
rule One set of remedies sought to restrain 
the political class, the other virtually to 
eliminate it 

A feeling remained that somewhere there 
had to be a deeper cause for the crippling 
malaise and unless that was identified and 
dealt with things would not improve Cynics 
tend to argue that there is an inexorable logic 
in the pithy sayings 'politics is about power’ 
and ‘power corrupts The 'hawala' and other 
exposures were, according to this logic, 
inevitable outcomes of competitive politics 
The polity is fated to keep degenerating and 
nothing really effective can be done to halt 
or reverse the process Every corrective 
measure will itself be corrupted and sooner 
or later come to naught Witness the failure 
of the anti-defection law, or of the inability 
of even joint committees of parliament to 
bring wrong-doers to book, or for that matter 
the ineffectivenesses numerous commissions 
of inquiry and state lokayuktas 

An alternative view is that both the 
propositions - 'politics is about power’ and 
‘power corrupts' - are only partially true 
Politics is not so much about power as about 
people After all the term itself has its root 
in the Greek word pohtes , meaning a citi/en 
That it has come to be associated with power 
is because a few have to be authorised, 
through democratic means, to take and 
implement decisions on behalf of, and for, 
the many As to the other proposition, power 
does corrupt but its potential to do so reaches 
dangerous proportions only when it operates 
in a vacuum, that is to say when those who 
wield power are isolated from reality The 
search for a deeper capse must avoid getting 
lost in cliched propositions, for often these 
tend to mislead 

How then is the root cause to be identified 7 
Only by going back to the fundamentals of 
democracy. In a democracy supreme power 
vests in the people and is exercised by them 
either directly, as in the old village panchayats 


of our own country and the old city-states 
of Europe, or when that becomes impractical 
by their elected representatives Europe 
moved from direct to representative 
democracy when its city-states were absorbed 
by the newly emerging nation-states, which 
being compact were comfortable with unitary 
rule India at independence chose 
representative democracy straightaway as 
the only feasible course, and being large and 
diverse federahsed it by extending it beyond 
the centre to the states The Tint question 
to ask is how representanve is this two¬ 
layered democracy of ours 7 

In Bntain, from where we took our 
parliamentary democracy, a member of 
parliament (MP) serves roughly a lakh of 
population m his constituency MPs in that 
country do not find it easy to keep in touch 
with so many people In India the ratio is 
grotesquely large An MP here has, on the 
average, over 15 lakh people to care for 
State legislators (MLAs) are better placed, 
but even they have normally to look after 
2 5 to 3 5 lakh people each With such 
enormous numbers it is not surprising that 
MPs and MLAs remain fai removed from 
the people and in most cases do not even 
try to keep m touch with their constituents 
Representative democracy, particularly at 
the centre but also in the states, has clearly 
been stretched beyond reasonable limits and 
could be said to be more oi less non¬ 
functional 

Should it tor that reason be done away 
with 7 Dong so would amount to throwing 
the proverbial baby out with the bath water 
What a flawed democracy like ours requires 
is more democratic content, not less, and 
certainly not the elimination of whatever 
there is already It has to be recognised that, 
notwithstanding its inadequacies, Indian 
democracy has served vital purposes Adult 
suffrage, for instance, has promoted equality 
in that all voters are at par regardless of 
economic or social status, though of course 
the actuality is often different Frequent 
elections have greatly aroused political 
consciousness among the masses As a result 
the people have on numerous occasions 
intervened successfully to remove 
unresponsive governments, in the states and 
also at the centre There can be no doubt that 
a firm democratic infrastructure has come 
into being, providing a platform upon which 
to build further 

If what is to be built is a stronger democracy 
the exercise needs to be earned out in two 
parts On the one hand the site has to be 
cleared of a great deal of undemocratic debris 
accumulated over the yeais On the other 
design for the future has to be drawn up and 
implemented that involves the people more 
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closely than sow and more purposefully 
than only when elections come round* 

D 

The anti-democratic elements in the system 
have come from three streams. One is the 
legacy of British rule, which was unabashedly 
centralised and effectively unitary in 
character. The British monarch may have 
been a figurehead at home, but his viceroy 
in India was not. He exercised imperial 
power over both provinces and princely 
states, though there was a semblance of 
autonomy in the provinces. His main 
instrument was the Indian Civil Service 
(ICS). Behind the scenes was the iron hand 
of coercive power with only the pretence 
of a velvet glove. Between the first 
independence day in 1947 and the first 
republicdayin 1950our early leaders soaked 
up the essentials of this inheritance and 
saw to it that these were fitted into the 
Constitution. Nehru and Patel ruled more 
than a bit like the viceroy and the commander- 
in-chief of British days. Their successors 
have more or less conformed. 

The second is the impact of paitition and 
the massacres and mass migrations that 
accompanied it. ‘Never again’ was the 
message imprinted on the leaders' minds. 
What was left of India, they felt, had to be 
held together by a strong centre. Since the 
context was domestic, strength could only 
be vis-a-vis the states and the people. By 
now the states have been firmly subordinated, 
politically by frequent supersessions of their 
governments and legislatures under Article 
356, administratively through centrally 
controlled and hugely enlarged versions of 
the ICS, financiallly by deliberately skewed 
constitutional provisions and 
developmentally by overbearing central 
planning. As for the people, state power and 
draconian laws such as TADA, happily now 
more or less phased out, and the notorious 
Armed Forces (Special Powers) Act, 
unhappily still wreaking havoc in arbitrarily 
declared ‘disturbed areas', have been used 
to curtail individual freedom, and misused 
to trample upon human rights. In the event, 
a strong centre has been unable to prevent 
or adequately cope with upsurges at the 
social 'and geographical margins of the 
country or backlash movements against these. 

The third stream springs lrom India having 
acquired the status of a nation-state when 
it achieved independence and became a 
member of the UN. This enabled it to play 
its ‘destined’ role in world affair. But the 
call of destiny had implications. India had 
to be decked as a nation-state, even though 
the reality was that it was at most a state 
aspiring to become a nation. The old nation¬ 
states had been marked by homogeneity and 
authoritative centres. These characteristics 
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like India. Our inherent heterogeneity was 
to be taken care of by nation-building and 
our centre by charismatic leadership. Both 
projects foundered. Nation-building failed 
to build a nation in the conventional sense, 
leaving a more or less rootless nationalism 
to seek sustenance from throwing its weight 
about, both abroad and at home. Charismatic 
centralism bred an authoritarian culture which 
like a cancer ate into the vitals of our 
democracy. Keeping up with the Joneses of 
the world has cost us dear. 

The three streams have left us with an 
excessively concentrated system of 
governance. There is far too much power at 
the centre, a great deal more than necessary 
in the states, and virtually none at the local 
level where the people are. Power is thus 
piled up at the very levels where 
representative democracy is to be seen only 
in its outward form. The disjunction between 
power and the people is arguably the prime 
reason, though not the only one, for so much 
scum having arrived at the top. Our 
democracy has been stood on its head. If it 
is to be placed on its feet the gap between 
power and the people has somehow to be 
bndged so that democratic accountability, 
practically absent till now, can make an 
entry. 

The only way to do so is to bring power 
down to the people at the local level to the 
maximum extent teasible. This would not 
guarantee probity in this 'maximum' arena. 
Existing municipalities and panchayats are 
after all not free of comipt practices and 
misuse of power. What it could be expected 
to do is to open the way for modalities to 
come into being, both institutional and 
informal, through which the people can 
exercise effective on-line check on the doings 
of their near-at-hand local rulers. Such 
modalities have not evolved so far because 
local governments themselves have been m 
eclipse. Once these become visible and are 
suitably empowered there will be an 
altogether new situation. It is reasonable to 
expect that people’s action groups may then 
spring up to keep local governments on their 
toes. 

Bringing power down to the people is 
easier said than done. The first step in this 
would have to be a major pruning of the 
centre’s power. But the ruling elites are 
unlikely to countenance this, grooved as 
they are in the leavings of British rule, the 
phobias of partition and misplaced notions 
of nationalism. Most opinion-makers, as also 
most opinion-takers, have convinced 
themselves that a great country like ours 
needs a strong centre and that any dilution 
of that would be plainly unpatriotic. The few 
who dare to think otherwise generally stay 
within a centre-state format, favouring 
enhanced state autonomy yet keeping the 
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strong centre is what they envision, instead 
of just a strong centre. This may result in 
a more balanced sharing of power between 
the centre and the states, but the people 
would remain as distanced as before. 

In recent times much has been heard of 
the evocative phrase ‘power to the people*. 

It has led to the Constitution being amended 
to provide for local institutions of self- 
government, followed by state laws being 
enacted accordingly. Nearly everywhere 
these institutions have been elected into 
existence. But, sad to say, there is little to 
be seen of genuine political power in these. 
Consequently ‘power to the people’ has so 
far proved to be just what it is, a mere slogan. 
The stark reason for this is that neither the 
centre nor the states have relinquished any 
of the real power in their hands, the centre 
not an iota, the states perhaps an iota here 
or there. The Indian state went into labour 
to produce local self-government, but on 
present evidence seems to have succeeded 
in giving birth to only its outer shell, empty 
of inner substance. 

In the face of so much negativism, does 
it make sense to talk of bringing powerdown 
to the people? Yes, it does: for two reasons. 
First, unless and until the power structure 
is upturned no amount of electoral reform 
or judicial activism will be able to arrest 
further degeneration of the polity. Second, 
the negativists who have held sway so far 
may well have had their day. The future ties 
more with hitherto submerged sections of 
society. In this transformation lies the hope 
that the negativism of the past may itself 
come to be negated. 

m 

There is a world of difference between 
exercises to restructure centre-state relations, 
as were attempted by conclaves of state chief 
ministers in the mid-1980s or subsequently 
by the Sarkaria Commission, and what is 
called for now. The thrust in these earlier 
exercises was on more power for the states, 
to be had by trimming the centre’s power 
selectively. The thrust now has to be on 
bringing power down to the local level, to 
be put through not by mere trimming and 
that too of only the centre's power, but by 
stripping both the centre and the states ot 
all but the barest minimum that they require 
by way of power. It is in this context that 
the centre’s role needs a totally fresh look, 
as a first step. So does the role of the states, 
as the next logical step. 

One may start by asking why we need a 
centre at all. There are two main reasons. 
First, a centre serves a representational 
purpose, proclaiming by its very presence 
the country's identity, internally for its 
citizens and externally for the world 
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it a whole If then ta to be maximal 
govenianoe at the local level, the centre’s 
powers on this second count must obviously 
be restricted to its unassailabiy minimum 
needs Whatacottreisdefimtdynot required 
for is to take unto itaelf matters best left to 
the states and local governments, or to 
maintain excessive civil and military 
establishments, or to spend its way into 
massive deficits and debts, depriving the 
people of their minimum needs 
How are the centre’s minimum needs to 
be determined? The issue has never been 
seriously addressed m the last almost five 
decades since independence But 
interestingly it was at the heart of the efforts 
made by the delegation despatched to India 
by the British government, commonly known 
as the Cabinet Mission After prolonged 
discussions with the two main political 
parties. Congress and the Muslim League, 
had failed, the Mission produced its own 
plan According to this the union would deal 
with foreign affairs, defence and 
communications and would also have power 
to raise finance for these All other subjects 
and all residuary powers would vest in the 
provinces The provinces would be pul in 
three groups Punjab, NWFPandSmd in the 
north-west, Bengal and As*am in the north¬ 
east, and all others m the third group Each 
group would determine the provincial 
subjects to be dealt with at the group level 
Surprisingly both sides accepted the plan, 
though with reservations The Muslim 
League entertained M the hope that it would 
ultimately result in the establishment of 
complete sovereign Pakistan” The Congress 
believed ’that there was sufficient scope fin 
the plan] for enlarging and strengthening the 
central authority” Its stated aim was “a 
united democratic Indian federation with a 
central authority which would command 
respect from the nations of the world” Not 
surprisingly, since the reservations of the 
two sides were m opposite directions, the 
mtenm government formed as part of the 
plan could not function smoothly and 
eventually the country had to be partitioned 
In the discussions, the Congress had de 
facto borne the responsibility of representing 
all of non-Muslim League India 
Consequently it is useful to have a close look 
at its responses, especially on the powers of 
the union Its initial stand was that it was 
for the provinces to delegate subjects to the 
union, compulsorily for items like foreign 
affairs, defence and communications and 
optionally for others It soon moved on to 
a positively centralist position, namely, that 
the union must have the three compulsory 
subjects plus currency, customs, tariffs and 
other intimately allied matters, as wen as 
power to raise finance for all of these, and 


idMd the provinces ifc dt dt l have everything 
else including residuary powers. Shortly 
thereafter it accepted a Mission proposal to 
include fundamental rights m the union list 
Also, significantly for the future, it made 
two entirely new demands for the union 
planning, and"power to take remedial action 
in case of breakdown of the Constitution and 
in grave public emergencies” 

AionestageJinnahsaidthatiftheCongress 
would accept the groups the Muslim League 
would accept the union subject to argument 
about its machinery This flagged off a race 
m which the Congress kept asking for more 
power for the union and the Muslim League 
for clearer recognition of the Muslim 
provincial group, which it even named as 
the Pakistan group It was a tragic case of 
spiralling demands and counter-demands 
That much of this was a bargaining game 
became evident when both sides quickly 
climbed down to accept the Mission s plan 
The ominous reservations of the two parties 
notwithstanding there was marked 
convergence on the question of the union’s 
power 

This detour serves the purpose of 
furnishing a starting point to determine the 
centre’s minimum needs for the future A 
package was, after all, accepted by the party 
which at the time represented what presently 
constitutes India, though to be fair it did so 
as a last-ditch attempt to avert partition 
With the Cabinet Mission package as the 
base, an exercise analogous to zero-based 
budgeting could now be mounted to scrutinise 
additional items for inclusion m what could 
then be a minimal, yet effective, centre It 
would be presumptuous even to think of 
undertaking such a major exercise in this 
short piece But it would not be out of place 
to point out that in the half century that has 
elapsed much has changed, so that the 
package agreed to in the hope of averting 
partition need no longer be treated as 
inviolable A new minimum package has to 
be fashioned that fits today's needs, as also 
hopefully tomorrow’s 

How best can this be done? Certainly not 
by a group of tired old men in an officially 
appointed commission Parliament m its 
constituent mode could be an alternative, 
but would it have the requisite will 9 
Especially, would newly elected MPs look 
kindly at reducing their own importance, 
which would be implicit m a minimal centre 9 
Perhaps the answer lies in an independent 
citizens* c emission which, after consulting 
all sections of society and all levels of 
government, should come out with a draft 
blueprint 01 a new-look centre, slim and 
competent for its minimal powers and 
functions The blueprint could then be 
debated countrywide and m the process help 
the people to make up their minds A 
commission of eggheads will not do It will 
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reflective of the diversity of the country as 
theconstmmtof numbers permits-classwue, 
regionwise, genderwise and agewise 
The commission will have to take a view 
about what to do with the surplus of powers 
and functions it identifies at the centre These 
may fall m three categories Some would 
deserve to be simply extinguished, such as 
emergency powers except m time of war, 
financial transfers other than through 
statutory finance commissions, and all-India 
services Others could be left to the private 
or co-operative sectors A thud category 
may have to be retained in the public sector, 
though not at the centre The commission 
need not shy away from recommending 
whether these should go to the states or to 
local governments In this way, without 
blumng its primary focus of slimming the 
centre down to essentials, it would also set 
the stage for its next task of slimming the 
states 

In this next task the commission would 
do well to focus attention on the major states 
with propuladons above five million each 
The minor states have their own distinctive 
problems and therefore require different 
treatment The bluepnnt the commission 
devises for new-look major states, shorn of 
their excess powers and functions, will need 
to be meshed with the new-look slim centre 
on one side and new-look maximal local 
governance on the other If there is to be 
genuine power at the local level, confining 
the states to their bare minimum needs is of 
far more practical relevance than slimming 
the centre For at present local governance, 
such as it is, is swamped by state power, state 
departments and state functionaries The 
stranglehold of these needs to be wholly 
eliminated 

IV 

Can the country afford to wait for such 
an exercise to be completed 9 If too much 
poner to too great a distance from the 
people is a credible diagnosis of our gathering 
ills, can something be done by way of some 
corrective measures before it is too late 9 in 
other words, should an agenda for immediate 
application be drawn up so that at least 
things begin moving in the direction of less 
power at distant points 9 
Two years ago a group of citizens m India 
and Pakistan found themselves m full 
agreement that four and a half decades of 
strained relations between the two countries 
had only served to inflict severe damage to 
both peoples Economic as well as social 
indicators provided revealing evidence that 
both countries had fallen far behind some 
others which were no better placed to begin 
with The group felt that since the ruling 
elites seemed unwilling to move out of set 
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moulds, the only avaflable oohne was for 
the people to assert themselves in favour of 
peace and friendship. If such long-standing 
foes as the Blacks and the Whites in South 
Africa and the Palestinians and Israelis 
in west Asia could come to settlements, why 
should Indians and Pakistanis also not 
bury the hatchet and live in peace with each 
other? 

Two large peoples* conventions were 
organised, one in Delhi in February 1995 
and the other in Lahore the following 
November. The 400 or so Indians and 
Pakistanis who participated in these 
unanimously declared: that there should be 
no resort to war; that, to start with, force 
levels should be reduced on both sides by 
25 per cent over three years, simultaneously 
curtailing military expenditure; and that both 
sides should step back from the nuclear 
brink. They also agreed, again unanimously, 
that both countries must reduce the 
oppressive role of the police and the military 
in dealing with democratic movements, and 
that both must aim to build more tolerant 
and just societies. There was unqualified 
support for trade relations to be formally 
recognised and enhanced, and for visa 
restrictions to be done away with to facilitate 
free travel. 

It makes sense to pay heed to this voice 
of sanity, because so much of our centralist 
mind-set is rooted in the anti-Pakistan 
jingoism fostered by our ruling elites. One 
may add that thrc is a mirror image of this 
phenomenon in Pakistan. The first item on 
an immediate agenda could therefore be a 
unilateral offer by India to reduce as a first 
step force levels by 25 per cent. The onus 
would then be on Pakistan to respond. A 
favourable response would not only 
commence a much-needed move towards 
detente but also greatly help in making 
South Asian co-operation a reality. For our 
present purpose, a major cut back in 
defence would be an extremely telling 
measure in the direction of less power at the 
centre. 

A companion measure, also arising out of 
the conclusions of the peoples' conventions, 
would be to effect a similar cutback in the 
other armed forces of the union, commonly 
referred to as paramilitary forces. From a 
mere two battalions of the Crown Reserve 
Police inherited from British times at inde¬ 
pendence, the home ministry now has over 
400 battalions of armed men distributed 
Over half a dozen or more formations. These 
are supposed to be there for internal security. 
But far too often they have been instruments 
of harassment of the public and oppression 
of the underprivileged, such as tribals, 
minorities, ethnic groups and people's 
movements generally. In order to restrain 
thehroveruse there is a good case /orbringing 
their present strength down to less than half. 
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paralleling the proposal on the defence side 
would be more than adequately justified. 
This could then be the second item on an 
immediate agenda. 

A third item in the same strain could be 
the application of a 25 per cent cut to all 
central government establishments, 
excluding only those handling essential 
services, with a corresponding cut in 
departmental budgets. This would mean 
fewer portfolios, a smaller council of 
ministers, less secretaries and other secretariat 
paraphernalia, and fewer attached and 
subordinate offices with smaller staffs at all 
levels. How can this be done having regard 
to the security of service for governmental 
personnel assured by the Constitution? The 
answer surely is to remove, at long last, this 
vestigial provision altogether All 
government services henceforth should be 
strictly on fixed-term contract, extendable 
when justified, terminable otherwise by 
notice from either side. Pension equal to last 
pay drawn could be paid to retrenched 
employees till what would have been their 
normal dates of retirement. 

A fourth item would beaclutch of measures 
following on the above. All fresh recruitment, 
for instance, should be suspended for an 
initial period of, say, three years. The Pay 
Commission should be wound up or, if that 
is too late, its report allowed to lapse All 
construction of additional office space or 
residences for staff should stop. All rented 
accommodation for governmental use 
anywhere in the country should be released. 
The possibility should be seriously explored 
of simply closing down some of the late¬ 
comer office buildings in New Delhi, such 
as Shastn Bhawan and Nirman Bhawan, and 
making these available for non-governmental 
use. 

Is the emphasis in these measures of 
staff reduction misplaced? Would it deal 
unbearable blows to those who lose their 
jobs? The number and range of a 
government's employees is a manifestation 
of its functions and powers. Consequently 
cutting down the one would be an effective 
strategy for simultaneously cutting down 
the other. Further, even the lowliest employee 
tends to attract and capture in himself a tiny 
bit of the totality of a government’s power, 
and more often than not proceeds to misuse 
it either as an abominable no-man or, on 
payment of consideration, as a more 
abominable yes-man. Public happiness 
would surely increase if there were fewer 
such abominations. Job loss would of 
course be a blow to the affected indi¬ 
viduals, but perhaps made somewhat 
bearable by generous pension arrange¬ 
ments. In any case the over-riding argument 
must be that, if suigery is what the system 
needs, pension-softened blows must be 
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inescapable price for the pribtic good that 

would ensue. 

Much the same approach could rmdatis 
iRutorufisbeadoptedforanimmediateagenda 
about too much power in the hands of the 
state governments. 

V 

No matter what is done to deconcentrate 
power out of Delhi and the state capitals, 
whether through an immediate agenda or 
though the longer route of a citizen's 
commission or by any other means, the 
problem of distance from the people will 
remain in respect of whatever power is still 
held at these levels. Should this be accepted 
as something unavoidable? Or should an 
effort be made somehow to bridge the 
distance so as to introduce a degree of 
answerability to the people? 

At the ground level where the people are 
situated there are, at present, two categories 
of territorial demarcations. For electoral 
purposes, there are Lok Sabha and Vidhan 
Sabha constituencies. For administrative and, 
lately, panchayat purposes, there are districts 
and intermediate units, that is to say 
intermediate between the distnct and village 
levels. The number of constituencies is 
prescribed in the Constitution as not more 
than 550 for the Lok Sabha and not more 
than 500 for a particular Vidhan Sabha The 
number of districts keeps increasing 
accordingto admimstrati ve convenience and 
political judgment; it rose from 412 in 1981 
to 466 in 1991, and stood at 507 January 
1995. The number of intermediate units also 
keeps increasing. In most states the block 
is the intermediate unit, but m some it is 
either the taluka or the mandal 

So far no one has seen any need to bnng 
the two categories together in a coherent 
pattern But now that districts and 
intermediate units enjoy constitutional 
recognition, though in a different manner to 
electoral constituencies, it is worth 
considering whether there isacase for moving 
towards some kind of correspondence 
between the two. A typical Lok Sabha 
constituency could, for instance, correspond 
to a district and a typical Vidhan Sabha 
constituency to a block. Such a convergence 
of the two systems would require an 
integrated reorganisation of constituencies 
as well as districts and blocks. There is no 
question that such a reorganisation would 
have to be a major exercise, involving as it 
would be constitutional and other intractable 
issues. But none of these issues would really 
be insuperable. Constitutional blessingcould 
be given to the outcome of the exercise 
through suitable amendments. 

What use would such a redrawing of 
boundaries serve? For one thing, a 
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the most rational thing to do Already 
constituencies arc demarcated statewise If 
in future they are also demarcated by districts 
and blocks* it-would only be a logical 
extension of an existing principle The logic 
was not availableeartier because, while states 
were recognised entities in the Constitution, 
districts and blocks were not Viewed from 
another angle, far too many districts are 
either too populous, i e, over 3 million, or 
too small, i e, less than half a million, to be 
appropriate for democratic local governance 
A future district should ordinarily be within 
a population range of a million and two 
million people This would call for much 
needed splitting of large districts and in the 
case of small ones bunching for constituency 
demarcation Similar rationalisation should 
follow tor blocks 

A more fundamental and, for our present 
purpose relevant justification for such a 
reorganisation would be that it would 
establish an organic linkage between the 
three strata of governance local state and 
central This in turn would open the way to 
innovate constituency-based accountability 
for MPs and MLAs Under present 
dispensation, these distant legislators are 
accorded privileged status, as ex-offkio 
members of district and block councils and 
also as distributors ot huge sums of patronage 
monc) under so-called local areas 
development schemes, introduced for MPs 
by the centre and for MLAs by most states 
llns is a monstrous distortion that must be 
undone at the earliest Instead, district and 
block constituencies through their elected 
councils, should act somewhat like soccer 
referees lor their elected representatives 
showing them yellow cards as warning for 
first malleasancc or non-performance 
and red cards for expulsion the very next 
time, both through democratic council 
voting The nght of the constituent public 
to recall unworthy MPs and MLAs could, 
by some such scheme, be given practical 
form No longer need the country put up 
with 4 who-cares* nonsense from these 
personages 

For large urban areas the model may 
require appropriate modification, keeping 
to the basic principle of one Lok Sabha 
constituency to one urban district and one 
Vidhan Sabha constituency to one urban 
sub-district Bach urban district or sub- 
district, whatever the terminology used, 
should be a unit of self-governance, with 
its elected MP or MLA answerable to its 
elected council Reorganised urban 
governance on these lines need not rule out 
overarching co-operatively organised bodies 
to take care of the common problems of 
multi-district urban agglomerates like 
Calcutta and Mumbai. 


It is all very well to talk of maximal 
governance at the local level, but the present 
reality is that there is almost nothing there 
by way of real power When the starting 
point is near zero, good sense requires that 
to begin with the effort should be to secure 
tor local governments their minimum needs, 
yet again to use an already much-used term 
Maximahty can follow later if and when the 
powers and functions of the central and state 
governments are reduced to the least that 
they must have 

First of all, there must be cianty about 
what local government* means, or rather 
should mean The 73rd and 74th 
Amendments, along with conformity 
legislation in the states, constructed twin 
towers of storeyed self-governing 
institutions in every district, one tower each 
for rural and urban areas, linked at the top 
by the rather fragile bridge of a district 
planning committee, constitutional m status 
but not by definition or m substance an 
institution of self-government In no way 
was this new arrangement meant to nor in 
practice did displace the old col Lector-centric 
bureaucratic district administration Neither 
the old nor the new is even remotely m 
satisfactory working shape, the old because 
it is minus the people and the new because 
it is minus power This writer therclore 
believes that the time has come to put a 
merciful end to both The two should be 
replaced b> full-fledged democratic total 
government 

It is tor local government so conceived 
that an exercise needs to be undertaken as 
a first step, to identify its minimum needs 
The exerase would be devoid of meaning 
if it did not make a clean break from the 
past when local government denoted the 
old fashioned municipalities and district 
boards under the watchful eye of the district 
collector Local government ot the future 
must have the c haractenstics of an altcmati ve 
system of governance at and below the 
district level - autonomous, democratic, 
accountable and essentially people-based 
Organisationally it would be a plurality of 
institutions \\ the apex, occupying a 
keystone position, would be adirectly elected 
district government, with jurisdiction over 
the entirety of district governance Below 
that would be the layered self-governing 
institutions, on both the panchayat side as 
well as the municipal 
Would this adm ttedly unorthodox 
meaning given to local government render 
the problem of determining its minimum 
needs impossibly complex** Not really The 
exercise would has e to be done in two stages 
In the first stage the powers and functions 
that local governments as a wholejnust have 
at die very least will have to be identified 


In the neat an attempt wBl have to be made 
to distribute these between the district 
government and the layers of self-governing 
institutions under its umbrella Neither stage 
will be free of difficulties The chief of these 
will he in the fact that demand from below 
for adequate powers and functions is still m 
an embryonic form But unless a meaningful 
beginning is made now demand will remain 
inhibited allowing top-down thinking to 
continue its free run 
The best way to make a beginning would 
be somehow to enable the people to articulate 
what they want by way of powers and 
functions If their representatives in local 
governments can be trusted to speak for 
them a simple route would be through what 
may becailed people*s constituent assemblies 
<PCAs) in every state PCAs composed of 
the chairpersons of district governments 
could, for instance in consultation with 
state level political leadership, take a first 
look at the question of minimum powers 
and functions for local governments 
Democratically chosen delegates from all 
state PCAs could then get together to 
exchange ideas and evolve as far as possi¬ 
ble a countrywide consensus on the 
question Some such process would without 
b>passing the states help to band local 
governments into an interest group, which 
could then put state and central govern¬ 
ments undei continuous pressure to pari 
with powers and functions The first god 
ot such an interest group would, of course, 
have to be to secure an initial package of 
powers and functions that would at least 
ensure viability 

Simultaneously more widely based PCAi, 
comprising once again democratically 
chosen delegates from all layers of tin 
local governments in a state, could bcgtl 
discussing how powers and functions shook 
he shared between them The balance maj 
be struck differently in the different states 
because after all each state does have in 
individual characteristics There is no tteef 
to force through a countrywide consensu! 
ot this aspect But one would hope that \ 
basic principle would be upheld everywhere 
namely, that whatever powers and function 
can best be left to the layer nearest to th 
people should go there, and only the left 
overs divided between the others At tbi 
same time partially moving in the opposilj 
direction, another basic that could tM 
considered is that at least for the initial yeal 
it may be prudent as well as practical I 
entrust primary responsibility tor person!* 
and tinanc lal matters to district government 
allowing room for specific aspects to t 
delegated to other layers 
PCAs need not and m fact should tt t 
be a one shot affair In the first instance, 
may happen that these simply put togeth 
existing demand plus the little extra « 
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infraction amongst delegates may yield 
All of this may well turn out to be much 
too modest However, with time, demand 
may be expected to grow and approximate 
truly minimum needs With more time it 
may cross this level and begin moving 
towards maximally As demand rises, there 
will be correspondingly greater resistance 
from state and central governments 
Therefore it is essential that the machinery 
of PCAs remains well-oiled and functional 
to be able to press through the demands of 
the interest group at all stages ot what may 
well become a long drawn struggle It is 
fundamental that local governments will not, 
at any stage, get then due except through 
organised struggle 

Sooner or later people* s struggles tace a 
dilemma. On the one hand a struggle must 
remain a movement, otherwise it loses 
momentum and stagnates On the other it 
must have an organisation, m the absence 
of which it peters out Every struggle has 
to find its own via media between remaining 
a movement and getting organised A 
Concrete proposal local governments could 
consider is to keep the movement going 
through PCAs but take care of the 
organisational aspect by setting up a centre 
for local government studies Funding of 
such a centre should bi m unl\ trom local 


governments, but yflffn cfr jAf 

central governments need not be spumed. 
At one level, the centre could simply collect 
and disseminate information about how local 
governments are fanng. At another, it could 
engage in studying the major problems 
confronting the movement and prepare option 
papers for PCAs At a mundane level, it 
could help to organise PCA meetings and 
provide secretarial services. 

Thelackof mini mum powers and ftincuons 
is not the only problem facing local 
governments There is the associated problem 
of finance Should powers and functions be 
restricted to availability of finance or should 
it be the other way round, finance somehow 
found for powers and functions considered 
the bare minimum. Perhaps both aspects 
could do with an integrated study to get an 
optimal solution Should local governments 
have an exclusive domain in which they 
function autonomously, without any kind of 
overlordship irom the states or the centre 7 
Should they have the power to hire and fire 
their {^rsonnel 7 Should there be some form 
ot cabinet system for executive functioning 7 
What about legislative and deliberative 
functions 7 Should judicial administration 
be decentralised, with ‘nyaya’ panchayats 
having exclusive tunsdiction over specified 
u\il and imnuial matters’ Should police 


(a Wal aovenunentt. and 
refashioned to become genuinely people* 
friendly? 

These are some of the nuyor problems 
concerning local governments that need to 
be studied carefully and soon, whether a 
centre for local government studies comes 
into being or not 

vn 

The burden of this presentation is that 
the root cause of the sickness afflicting 
Indian democracy is the distance between 
power and the people Power is lodged at 
the centre and in the states whereas the 
people are at the local level People’s 
power is thus not available to keep the 
wielders of political power under check. 
Electoral reform or judicial activism can 
at best deal with symptoms The disease 
needs the more basic remedy of bringing 
power down to the people This can only 
happen if there is minimal, yet effective, 
central and state governance and 
correspondingly maximal local governance 
The radical reversal m the distribution of 
power that this implies is essential if 
democracy in this country is to be revivified 
and strengthened 
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HIMALAYAN MIGRATION 

A Study of the Hill Region of Uttar Pradesh 

RCBORA 


The hill region of Uttar Pradesh remains 
one of the poorest and leastdeveloped 
areas of the country. This Is despite 
the fact that a large number of able- 
bodied males have migrated to find work in other parts of the country, and regularly send 
money back to their families. Focusing on the determinants and extent of out-migration, this 
timely book provides a comprehensive understanding of the problems and reasons for the 
persisting backwardness of the hill areas of Uttar Pradesh which have, in turn, influenced the 
current agitation for converting the region into a new state of Uttarakhand. 

1996 • 200 p«8ci • Ri 295 (doth) 


PARTICIPATORY COMMUNICATION 
FOR SOCIAL CHANGE 
edited by JAN SERVAES, THOMAS L JACOBSON 
and SHIRLEY A WHITE 

development communication to rethink its role in 
elaborating the concepts and practices of people’s 
participation. It continues the search for the link 
between theory and practice which can help uplift 
the human communication process. 

Communication and Human Valuta 
1996 • 288 pages • Rs 325 (doth) • Rs 185 (papor) 


This volume brings together fifteen 
essays on the broad theme of 
participatory communication from a 
wide range of contexts and countries. 
The book chaflenges the field of 
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Reconciling die Two Indias 

VMRao 

Ditanmas of Growth by ML Dantwala; edited by Pravin Visaria, N A Mujumdar 
and T R Sundaram; Sage Publications, New Delhi, 19%; pp 403, Rs 350. 


SCHOLARS assessing Indian future fall 
into two categories. Those overwhelmed by 
the country's horrendous problems find 
India an ‘Artaof Darkness' with littlechance 
of being lit up by development in the years 
to come. They look at the structure of society 
bequeathed by the past and rest their 
assessment on the demonstrated inability of 
the 'soft* policy-making elites to bring about 
the transformation needed in the society to 
integrate the vast numbers of poor and 
marginalised groups with the mainstream. 
A couple of decades back some scholars 
belonging to this group r on doubted the 
capacity of the countrv u »teed itself though, 
more recently, lhcir enthusiasm for theories 
like triage seems to have somewhat 
diminished. In sharp contrast, the second 
category of scholars point out the sustained 
changes taking place, though at modest rates, 
in agriculture, industry and social sectors. 
They see a link between these changes on 
the one hand and, on the other, the steady 
decline in the proportion of people below 
the poverty line which, by the run of the 
century, might become a single digit figure. 
Even more hopeful, according to this 
category, are the signs that growth is now 
spreading to areas regarded as hardcore 
poverty pockets and, also, that the 
demographic situation in these areas is 
improving. 

While the assessment of each of the two 
categories is plausible within its own 
domain of observation, each has the 
drawback of being 'one-eyed' in the sense 
of not paying adequate attention to the 
considerations and circumstances taken i nto 
account by the other. It would be misleading, 
while looking ahead, to rely exclusively on 
either of the two categories. Is it possible 
to have a 'two-eyed' perspective or, in the 
minimum, an approach which could open 
up a way to build up such a perspective? 
A great merit of M L Dantwala's writings 
is that they range over both the domains 
and contain insights which go some way in 
reconciling the two. The book under review 
offers a selection of his writings chosen by 
three scholars having a long and intimate 
association with Dantwala. The editors 
have done a fine job in selecting the 
writings as well as in arranging them in six 
convenient sections. The editors also 
provide a brief but perceptive introduction 


to help the reader in his journey through 
the book. 

The writings included in the book reflect 
well the major concerns and thrust areas that 
have helped the evolution of agricultural 
economics as a distinct academic discipline 
in India. The first section, very appropriately, 
presents three papers relating to the theme 
of values and value-systems. Dantwala'$ 
writings are marked by a deep concern for 
values arising from his conviction that only 
a value-based society would be able to solve 
India's problems of poverty and inequity 
The second section contains five papers 
relating to the core issues of growth, techno¬ 
logy and equity in agriculture. Obviously, 
any assessment about the future would rest 
primarily on one's judgment about the trends 
and processes operating in agriculture in 
relation to these aspects. Dantwala’s views 
on these aspects and the arguments through 
which he reaches them are quite crucial in 
understanding his outlook on future. The 
three papers forming thethird section-titled 
Planning for Rural Development - have a 
specific topical relevance at the moment as 
they contain a perceptive discussion on the 
need for and problems in decentralisation. 
After long years of hibernation in committee 
reports and seminar volumes, fairly drastic 
measures for decentralisation have recently 
been taken in the form of grant of statutory 
status to elected panchayati raj bodies with 
reservation for weaker sections. The next 
three sections cover the policy areas - prices, 
credit and employment * which have been 
of continuing interest to Dantwala for more 
than three decades. 

To understand Dantwala the economist, 
it is necessary to bear in mmd the three other 
personas which profoundly influence his 
writings. First, Dantwala'$ aversion for the 
acquisitive society, his deep empathy for the 
poor and his readiness to accept the discipline 
of austerity m his own personal life before 
advocating it as a norm for the society give 
him the strength of conviction to be an 
academic with a mission. Bom in any other 
age and place,'Dantwala would still have 
been a Gandhian. Second, it is probably his 
long and acti ve involvement with the freedom 
movement which has instilled in him the 
attitude of a pragmatic reformer accepting 
what is feasible now without losing sight of 
theideal. AEtmarkablefeatureofDantwala’s 


writings is the young and resilient mind they j 
reflect. The common image of a Gandhian 
as a dour and unbending perfectionist does i 
not apply to Dantwala as it did not apply 
to the Mahatma either Third, another trait j 
which Dantwala seems to have acquired 
from close association with Gandhij] is hit 
abundant faith that every individual has m] 
inherent potential for benevolence waiting! 
for an opportunity to manifest itself. This 
gives him the conviction that an enduring] 
reconstruction of Indian society can be' 
brought about only by channelising fWs 
potential of individuals into Lokashakti. 
While he has not been much of an activist 
after entering the academe, he has always 
observed the rule that one should stick to 
the right path and good aettons as ends in 
themselves. When Emergency came in the 
mid-1970s, he promptly resigned from the 
RBI board of which he was a member but 
continued his academic work with un- 
diminishcd zeal. Unlike many others, he did 
not allow any mood of despondency to seise 
him. This reviewer recalls with nostalgia J 
moving verse from Bhagvad Gita whic 
Dantwala used to quote on occasions when 
addressing his students and young 
colleagues: ] 

unf Aar 

•r f fe guwii iy tyfRf 

«1l«1 II (Chapter 6, Verse 

The context and the meaning of this 
are as follows: At one point in hi 
conversation with Krishna, Aguna * 
had almost lost his will to live - asks w 
it is worth striving for salvation as all one* 
effort may end m failure. Addressing A 
as uma term indicating the suigcof aff« 
which one feels for a forlorn child, Krisl 
assures him that "the doer of good < 
never comes to grief" It was hardly 
wala's habit to quote from scriptures, 
less to pontificate. A good guess is that 
derives from this verse the strength 
continue whenever the Arjuna m him 
tormented with doubts. 

How would Dantwala reconcile the 
perspectives on India mentioned at 
beginning of this review? In what foil 
we present a bnef sketch based on our 
understanding of his thinking and au 
ments. First, the pragmatic reformer 
Dantwala realises the importance of the 
of the government in promoting growth 
in bringing about more equity in the 
structure m the situation in which the c 
found itself when the planning era 
Despite being a severe critic of the go 
men! on several counts. Dantwala's 
on the government strategy and progn 
are marked by a surprising measure 
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f generosity. Consider, for example, Ms assest- 
i meat of die impact of Green-Revolution 
> ( which is held responsible for creating dualism 
' and worse by many social scientists: “Our 
effort now should be to extend it to as wide 

• an area as is inherently capable of utilising 
It. Even then vast tracts of agricultural land 
in India... will not come within the reach 
of HYV transformation. If, as a result, 
disparities are widened, it will at least be a 
consequence of a forward thmst; and those 
Who are pushed ahead will not necessarily 
be a privileged few; there would be millions 
Of big as well as medium and small farmers 
and even tenants who, but for HYV, would 
have remained poor for a long time. If this 
is to be viewed as dualism, it is at least 

- partially benevolent and must be preferred 
to a more egalitarian stagnation. The new 
technology has reduced the threshold of 
non-viability to something like three irrigated 
acres. This itself is a great contribution to 

* Hie softening of dualism. Besides, in the 
Indian context, one of the most rewarding 

' egalitarian devies is cheaper food; and only 
through the new technology can food prices 
be reduced without reducing farmers’ 
incomes" (chapter 4) Dantwala also recog¬ 
nises the complementarity between new 
technology and institutional reforms: “the 
technological barrier had for long rendered 
the much-needed institutional changes prac¬ 
tically sterile and ineffective’ (chapter 4). 
However, Dantwala knows India and its 
complex problems too well to believe that 
technology alone is enough “The Green 
Revolution has given us breathing space. Its 
greatest contribution is that it may help to 
relieve the tension and distraction caused by 
dhronic food shortages, and bring hack 
economists and planners to the more abiding 
ssuesof Indian planning... The only abiding 
solution to poverty in poor underdeveloped 

- economies is to improve the profitability of 
Himan endeavour and ensure that its gains 
ire evenly distributed... [and] are not 
monopolised by the privileged and the 

•' Xjwerfur (chapter 4). 

While acknowledging the primacy of the 
old of the government m securing the initial 
nreakthrough in technology in stagnant 
economies andin softening their inegalitan an 
tocial structures, Dantwala also takes note 
if the limited scope in a society like India 
0 bring about structural change through 
government action alone: “agricultural policy 
i** not contributed significantly to the 
esnoval of rural poverty and unemployment 
f to making the agrarian structure more 
galitarian... the overall impact [of anti- 
overty programmes) has not been very 
fegoeptible... While the economists know 
ktotigh about stimulating growth, their 
< ttowledge and understanding are not 
’ flEqyate enough to suggest solutions to the 
! Wblems of poverty and unemployment... 


*136 


Social and economic processes Which con* 
tinuously deplete the resources from which 
the poor derive their income and employment 
and make their traditional skills redundant 
are either not noticed or ignored and effective 
action to stop such processes is rarely taken** 
(chapters 5 and 6). 

Looking to the future, Dantwalaformulates 
two fundamental questions confronting 
Indian society. “Since the existing power 
structure will not be interested in bringing 
about the desired structural change and 
would, in fact, do its utmost to prevent such 
change, who will accomplish this task and 
how? Will the altered structure endure and 
retain its benevolent character without a 
supportive change in the value system of the 
new power base?" (chapter 6). It is the 
consideration of these questions which takes 
Dantwala to the grass roots and the role that 
people’s own organisations and dedicated 
activists can play in improving the structural 
characteristics. The recent constitutional 
amendments to grant statutory status to 
panchayati raj institutions with reservation 
for weaker categories in the representative 
bodies at the village, taluka and district 
levels and to entrust them with the respon¬ 
sibility for planning and implementation of 
anti-poverty programmes and programmes 
for development of local resources are steps 
which Dantwala should find promising in 
moving towards a better social structure. In 
a paper written in the early 1980s, he had 
visualised decentralised planning as an 
appropriate instrument to prepare the ground 
for structural change. It can “arrest the process 
of impoverishment through more specific 
identification of exploitative instruments 
which generate and sustain poverty. It can 
initiate countervailing action by more effec¬ 
tive enforcement of legislate ve sanctions and 
strengthening non-exploitati ve arrangements, 
such as institutional credit, co-oprative 
marketing and public distribution. Addi¬ 
tionally, it can help to channel a larger than 
proportionate share of public, private and 
institutional investment with supportive 
services to the weaker section of the popu¬ 
lation. It can also prevent the trickle up in 
the special programmes for the weaker 
sections and improve their performance" 
(chapter 9). The scenario Dantwala has in 
mind appears to involve the following 
sequence: decentralised planning, broad- 
based growth and diversification of rural 
economy, opportunities to the weaker sec¬ 
tions to get mobilised and organised to 
participate in planning and to build up 
countervailing power against the rural 
privileged. 

The following observation is particularly 
worth noting: “a sincere pursuit of the policy 
outlined earlier would involve quite a few 
revolutionary changes in the structure and 
functioning of the rural economy. The break- 


tip of the exploitative landovmer4enaxHlmd' 
landowner-labourer relationship and 
improvements in credit and marketing 
institutions will have far-reaching con¬ 
sequences" (chapter 21 ). Dantwala advocates 
complementing decentralised planning with 
“a policy of revival and reorientation of 
constructive work, entrusting it to voluntary 
agencies and giving them the financial, 
administratative and technical support they 
may need, withoutimpairingtheirautonomy*’ 
(chapter 3). It is Dantwala's hope that a 
society in which the poor are mobilised and 
there are activists to guide and help them 
in developing constructive activities would 
generate in a spontaneous way “a psycho¬ 
logical climate for the acceptance of some 
basic values implicit in the building up of 
an egalitarian society" (chapter 3). Such a 
society, according to him, would strive to 
meet the criteria for Swaraj laid down by 
Gandhiji in his inimitable style and which 
Dantwala quotes at the end of his Dadabnai 
Naoroji Memorial Lecture ’Poverty in India: 
Then and Now*. Gandhiji wrote that he 
would consider a society as having Puma 
Swaraj in which “the poorest shall feci that 
it is their country, in whose making they 
have an effective voice, in which there will 
be no high class or low class of people" 
Dantwala’s writings cover a large number 
of analytical and policy issues. This review 
has been confined to a single theme but one 
which would be of much interest and concern 
to a far wider circle than that of professional 
economists. This is also the theme which has 
been central to Dantwala’s academic quest 
for the last half century The perspecti ve and 
propositions provided by his quest would be 
of invaluable help to social scientists in 
exploring the critical social interactions and 
transition processes affecting Indian society. 
The ‘one-eyed* views mentioned at the 
beginning of this review are not to be 
dismissed as wrong or irrelevant. Our 
contention is only that one could get in 
Dantwala*s writings a fuller view of the 
dilemmas confronting India. Dantwala has 
some unique advantages in understanding 
India and they make his writings richer in 
insights than those of professional econo¬ 
mists. Kudos to the editors for getting 
Dantwala’s consent for their endeavour. He 
had hesitated on many occasions in the past 
because of his feeling that writings on 
economic themes get quickly dated losing 
touch with the changing situation. This is 
certainly not true of the papers included in 
the book under review which, one may be 
sure, would be read by many for many more 
years to come. While Dantwala has now 
reduced travelling to the minimum, he would 
continue through his current and past 
writings to participate wherever scholars 
meet to discuss the ftiture of India's economy 
and its poor. 
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(JisQStim Sources, Conventional Questions 

A History of Tenancy in South India 

Snrindcr S Jodfaka 

Lands and Tenants in Sooth India: A Study of NeUore District 1850-1990 

by M Atchi Reddy; Oxford Uniersity Press, New Delhi, 1996; pp 215, Rs 345. 

FORalongtime.itwasbelievedthattenancy Atchi Reddy's book Land and Tenants in 


represented backwardness or an inefficient 
form of agrarian economy. Its presence 
implied semi-feudal type of relations of 
production. Along with being a symbol of 
an underdeveloped agriculture, a high 
incidence of tenancy also suggested a 
particular form of power structure marked 
by patron-client relations and was thought 
of as a hindrance to development and a 
constant source of agrarian conflicts and 
tensions. 

However, more closer studies on the 
subject have pointed out that the mere 
presence of tenancy does not automatically 
imply that the agrarian structure is backward 
or pre-capitalist. Tenancy per se can be 
found in all kinds of social contexts - ranging 
from the semi-feudal mode of production to 
the transnational agri-business. Nor is it 
necessary that the tenants have to be a 
subjugated class. The so-called "reverse 
tenancy’ is a case in point where the small 
landowners lease out their lands to the tractor- 
owning big farmers. Thus for a social 
scientist, the important questions are not 
just those of mapping the occupational 
structure of the rural society, or asking, 
'how much land is being self-cultivated' 
and "how much is being leased-uut'. Equally 
important are the questions such as, "who 
is leasing-in' and "who is leasing-out'; "for 
what purposes’ and "on what terms'? In 
other words, the more crucial point is to 
identify the logic of tenancy and not just 
its volume. 

Much of the literature on tenancy being 
either historical or in the form of field studies 
from the less developed regions, tenancy is 
still considered to be synonymous with 
backwardness. Part of this problem arises 
from the way historians have periodised 
Indian history. Though categories have 
changed substantively, most of the historians 
still operate within the old conventions. The 
secular framework of dividing Indian history 
into ancient, medieval and modem is not 
actually very different from the communal 
periodisation suggested by the colonial 
historiography. One finds it particularly 
intriguing that those who call themselves 
historians of 'modern India' generally 
continue to focus mainly on the colonial 
period of Indian history. 


South India: A Study of NeUore District, 
1950 - 1990 , is an unusual work in more than 
one ways. By breaking away from 
conventional history writing and extending 
his study to the present, Atchi Reddy has 
been able to deal with some of the questions 
that rarely get addressed in historical 
literature, particularly those of the changes 
experienced during the post-independence 
period. 

By connecting his work to the post¬ 
independence period, he has able to show 
that the phenomenon of tenancy continues, 
though at lesser scale; its logic and forms 
have undergone radical changes in a region 
that has experienced green revolution and 
other agrarian changes over the last century 
or so. 

However, it is not just for approaching 
tenancy in contemporary times through a 
historical perspective that distinguishes Atchi 
Reddy' s study; more unusual are the sources 
that he has used for his analysis. Much of 
the discussion is based on "private records 
or accounts" of tenancy agreements between 
the landlords and the tenants. As Dharma 
Kumar has rightly pointed out in her foreword 
to the book "these are the kinds of sources 
that most historians thought they did not 
exist". The author was able to locate as many 
as 4,500 such agreements in NeUore district 
alone. However, only "the most detailed and 
complete agreements were used for the study 
after identifying the villages where the leased 
land could be located". 

According to his estimates, about 18 per 
cent of total cultivated land and around 27 
per cent of the cultivating households were 
involved and contributed more than 16 per 
cent of the total agricultural production in 
Ncllore district of Andhra Pradesh during 
the early 1980s (p 8) when the field study 
was conducted. 

Though his sources are quite 
unconventional, the questions that he 
identifies for his investigation are quite 
conventional, such as, trends in the rates of 
rent; changes in the nature and forms of 
tenancy during the period 1850-1991; 
changing socio-economic status of lessors 
and lessees and the power relations between 
the two. Along with these "private records' 
Reddy also uses other sources of historical 


data such a* offtauti records and fidtiil : 
investigation in specific villages to provide 
a "scientific* picture of changing tenufial 
relations in NeUore district. 

He identifies four distinct phases in the ] 
history of tenurial relations during the period : 
under study. The first is between 1800 and j 
1850, when short-term revenue settlements i 
in the ryotwari area and the large estates in ‘ 
zamindari area were popular. These gave 
rise to widespread sub-letting of land. Ttye 
second phase i e, 1851-1907 was maifcedlby] 
growing commercialisation of agriculture 
and moderately fixed settlements. Afy*j 
during this period the district witnessedi 
significant changes in the cropping patterns] 
and improvement in irrigation facilities. This i 
encouraged the growth of fixed tenancy with; 
long-term leases. Hie share leases increased: 
again during the third phase (1908-1947).; 
This phase also experienced stagnation and] 
rise in mortgage of land. Land reforms awl 


green revolution brought significant changes 
during the fourth stage, i c, 1948-90. This 
phase was marked by acute scarcity of 1 
and sharp rise in land prices. These chan; 
also led tothe growing practice of concealing 
tenancy. 

The book is divided into two parts. The 
first part contains chapters on the context 
of NeUore district; the process of dati 
collection and the nature and details of Hu 
‘agreements' that became the main sound 
of data for the study. The author also mention! 
his personal context that made it possibl 
for him to discover such material. 

Tenancy agreements began to be writtn 
on paper some time during the first half o 
the 19th century, and were being registers 
from 1866 onwards. The practice diet 
down sometime during 1950 when fomu 
tenancy was replaced by concealed ah 
informally shared tenancy. The obviofl 
reason for this was the introduction of Ian 
reform legislations. Only temples continue 
to have such documents but in a standards 
ed format. 

The content of these agreements mentiofl 
things like, who approached whom and win 
exigencies made them enter into the contrac 
land area and patta numbers of the lai 
leased; terms and conditions relating to 4 
rate of tent; methods of its payment; cro 
to be grown and sharing of inputs. Somei 
these agreements also anticipated disput 
and provided guidelines for solving thei 
The agreements always had one to 11 
witnesses who provided surety generally^ 
behalf of the tenants. 

The substantia] discussion on team 
vealtions is given in the second part of 4 
book where Reddy discusses the medkttK 
rental payments and the trends in rentaftill 
along with disputes and decision-mrifcl 
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caste, gender and occupation; mortgages 
and land sales. 

Though the substantive pait is quite rich 
in details, the data provided is not always 
very consistent. At times one also wonders 
as to how he could argue the way he has 
done on the basis of the kind of evidence 
he has at hand! For example, though the 
book claims to cover the period between 
1850 to 1990, much of the data that he uses 
does not cover the entire period. In fact the 
Study itself was conducted during the early 
1980s. Similarly, to identify trends m rental 
rates, Reddy constructs two separate senes; 
one for Indukurpet, covering the penod from 
1850-1927, and the other for Kondayapalem 
for a much longer penod, l e. for 1851-1982 
(p 92). And from these apparently very 
diverse kind of data, he draws his inference 
on trends m rental rates. 

His discussion on indebtedness and the 
final judgment on tenancy also sounds less 
than convincing. A major finding of the 
study is about "the direction of the flow of 
the bulk of credit between the parties*'. Reddy 
claims to have obtained strong documentary 
evidence to show that contrary to popular 
belief, a large volume of credit was advanced 
by the tenant farmers to their lessors. This 
also led to, what one may call “reverse 
mortgages” and finally to sales of land to 
the tenants. 

He m fact tends to look at tenancy in 
positive terms because it “played an im¬ 
portant role by helping aspiring entre¬ 
preneurial farmers to move right from the 
ranks of the agricultural labourers to owner 
cultivators; it provided a smooth and gradual 
transfer of the ownership rights of vast 
tracts of land once held by the absentee 
owners to the actual cultivators through 
legal means., thus avoiding the unwanted 
method of land transfers through forced 
tales, illegal occupations and land-grab- 
ting” (p 185). He even goes to the extent 
sf contesting the otherwise obvious and 
widely acknowledged fact that landlord- 
enant relations are exploitative. As he 
writes, “In some writings the landlords are 
'irequently labelled as exploiters often 
paving undue leverage in the interlinked 
nadcst.. The present study has found that 
ip bulk of the credit was in the reverse 
traction, that is, from the tenants to the 
mdiords, and instances of bonded labour 
re rare” (not absent!) and “most of the 
ibour of the tenants was duly compen- 
ated” (p 185). 

It is rather strange that the author arrives 
t such a conclusion while he himself has 
, biiutatt references m the book that would 
Otttmdict his conclusions. For example, m 
< ri Chapter on 'decision-making and 
iapuCes*, he makes an important distinction 


between the absentee landlords from non- 
agriculturist castes and the landlords who 
took active interest in cultivation or belonged 
to agriculturist castes. The second category 
of landlords were the principal decision- 
makers” and “the majority of landlords were 
socially or economically superior to their 
tenants” (p 110). Similarly, he himself writes 
that after the introduction of Land Reforms, 
“all of a sudden, a large number of landlords 
forced their tenants to vacate their lands” (p 
123) and filed cases against those who could 
not be evicted on the excuse of “resumption 
for self-cultivation”. 

One wonders in what way were these 
tenants 'duly compensated*! Perhaps the 
problem lies in the way he has treated his 
data. He seems to have completely ignored 
an obvious sociological fact about his mam 
resource of data, i e, the tenancy agreements. 
The fact that “written documents were 
generally maintained by absentee landlords, 
lessors leasing out large tracts of lands to 
cultivating tenants, or in the cases where the 
two parties were not intimately connected 
or known to each other except through 


tenancy” (p 2!), itself should make one 
place such evidence in its social context and 
be aware of the limitation or built in biases 
present in such sources. Squally important 
is the fact that “not all families in the village 
possessed tenancy agreements... and much 
of tenancy seems to ha ve been in oral terms” 
(P 21). 

So, the data that he has drawn from these 
agreements relates only to a limited number 
of cases and these cases represent only one 
class of lessors and not the whole population 
that entered into tenurial agreements during 
the period studied. The author seems to 
completely ignore this. 

However, one can neither deny the richness 
of the analysis that Atchi Reddy provides 
on the basis of an extremely difficult field 
work that he has carried out, nor can one 
ignore the significance of the kind of sources 
that he has been able to unearth. Such sources 
also need to be looked at from an 
anthropological or a cultural perspective 
and could perhaps provide many new 
insights into the culture and life of the rural 
people. 
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SPECIAL ARTICLES 


Dimensions of Social and Economic Crisis 

in Russia Today 

Nirmal Kumar Chandra 

Not only in Russia , but in most parts of east Europe, the output fall after the economic reform has turned out to 
be more dramatic and persistent than had initially been projected by policy-makers and reohberal academics Social 
conditions as reflected in real wages , unemployment , poverty , inequality and criminality have worsened no less 
In Section lofthis paper the author examines macro-economic trendsin Russia since 1990\ coveringGDP, investment 
and industrial and agricultural output Section II of the paper analyses foreign trade and Section III foreign aid 
and capital flight Social conditions as seen in real wages and pensions , poverty and inequality and unemployment 
are taken up in Section IV Demographic trends suggestive of a deep crisis are examined in Section V and certain 
wider issues are raised in the concluding section 


ON the currentstateof the Russian economy, 
let me begin by citing three authors 

(a) The Russia emerging today is very 
different from what pessimists have 
prophesied Russia has already become a 
market economy, but one in the midst of a 
long-overdue and massive restructuring In 
short, Russia has undergone fundamental 
changes and appears to be on the right track 
Crime syndicates have benefited from the 
excessively slow transition to capitalism, 
but now capitalism has basically taken hold, 
making it possible to defeat the mafia l Aslund 

1994 58, 631 

(b) Russia is in a deep state of crisis that 
could send the country into a spiral of sell 
reinforcing destructive behaviours 
criminality, regional separatism, tax evasion, 
and the flight from the currency [Sachs 

1995 75] 

(c) The danger isnot of ‘creauvc destruction* 
as envisaged by Schumpeter, but just of 
destruction with nothing creative taking 
place [Nove 1994 866] 

THE first author is a noted neoliberal scholar 
with a some influence in Washington, the 
second one was a key figure behind the 
stabilisation programmes in Poland and 
Russia, while Nove was a much respected 
Sovietologist Which one of these is the 
correct view*? Is the Russian economy, under 
the present set of policies, going to have a 
I-like time-trend, i c, a short period of 
downturn followed by a steep ascent 9 Or, 
will there be an L-shaped path with the 
economy trapped in a low-level Keynesian 
equilibrium with a huge reservoir of idle 
machines and unemployed workers 9 
Prior to Russia's big bang of January 2, 
1992, the 'Houston-4', viz, the IMF, World 
Bank, OECD and the new European Bank 
for Reconstruction and Development, 
prepared at the requestofthe Soviet president 
Gorbachev a report in 1991 on the Soviet 


economy, which compared the ‘radical and 
'conservative approaches to transformation 
The former posited a macro-economic 
stabilisation programme to reduce budget 
deficit to 2-1 per cent of the GDP, immediate 
decontrol of most prices, and steps to privatise 
small and medium enterprises The 
'conservative* approach, on the other hand 
would largely maintain controls hut 
gradually adjust prices until these were 
decontrolled over two to three years The 
report rejected the latter for two reasons 
(aV'The chances of staying with a 
conservative strategy in the medium term 
are slim * (b) “At best, however, this would 
delay the inevitable elimination of wasteful 
and unwanted production, and the shedding 
of excess labour’* Under the 'radical 
approach output “could fall sharply and 
unemployment would rise But since 
investment would be curtailed initially and 
inventories run down, and with some 
availability of external finance, aggregate 
consumption level might be broadly 
maintained A recovery from the reduced 
level of output should be able to get under 
way within two years Of so A period ol 
catching up with western standards of 
efficient could begin, during which growth 
in productivity and output would likely 
exceed that of most mature market 
economics Unemployment would be 
expected to decline as the initial labour 
shakeout gave way to strong recovery m 
employment Further strong growth ot 
output and rising living standards could be 
expected for the' remainder of the decade and 
beyond, and there would be good possibilities 
of significant financial flows from abroad" 
[IMFctal 1991 18-19] Strangely enough, 
the World Bank (1991, cited by Koiodko 
1993) had struck a different note earlier in 
the year, after the Polish experience, it 


conceded that there might be protracted 
recession in some of the central and east 
European economies in transition : 

The Russian government, however, 
no such hesitation and made a lucid 
diagrammatic presentation of the ex 
reform agenda early in 1992 [RET 1992: 
vol 1/31 Rejecting options like allowing 
inflation to stimulate effective dem 
halting privatisation and the accompan; 
institutional changes, creating different i 
of the game for the public as against 
private sector, widespread pnee con 
and 'flagrant protection, the govern 
went tor tight c redit policy and ‘free market 
solutions It expected that during 1992-9 

(a) production would stop declinm 

(b) controlled prices would account for 
more than 2-3 per cent of the GDP; (c) 
inflation rate would drop to less than 3 ; 
cent per mon'h (d) state purchases 
not exceed 30 per cent of the GDP; 

(e) there would be social stability, law 
order The most important torecast 
1993-95 was “a return to the pre-ensis k 
|1990] of GDP** In the same vein, on 
basis of data for several months m 1992, 

US Central Intelligence Agency (CIA 1 
cited by Bush 1993J projected for 1993 
bottoming out of the production decline 1 
1993 But Bush (1993 67) felt that the< 
is "very long and very dark", and "at tig 
moment no light can be seen The track hi 
many twists m it and may be some tram 
And the tunnel roof may collapse *’ 1 

The logic behind the optimism of tm 
Houston-4 or the Russian government wi 
spelled out in a macro-economic model I 
Khan and Knight (1985) tight money M 
credit with no sectoral priorities, deregulatin 
of domestic industries, removal of substdO 
and pnee controls, full flexibility m ini, 
prices including wages, free trade, lowtarra. 
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capita} mobility and market-determined 
exchange rate - all these would ensure that 
output and employment might fall in the 
short run, but following Say’s Law, recovery 
must follow, and the economy will eventually 
moveon to a higher growth path Theauthors 
had in mind the import-substitution regimes 
in developing countries which had got into 
the debt trap by the early 1980s, and were 
compelled to follow macro-economic 
^policies designed by the IMF Basically, the 
same policies with minor changes were also 
imposed upon the transitional economies 
Several scholars have sought to win 
intellectual respectability tor this approach 
by presenting it as an extension of 
Schumpeter’s theory of capitalist 
development Hence Schumpeter’s theory is 
briefly explored m a later section 

Bhadun (1992) provided a penetrating 
antique of the Khan and Knight model 
from the Keynes-Kalecki perspective, and 
argued that east European countries would 
remain entrapped indefinitely at a low level 
of income and employment Not only 
Bhadun, but many others [Brada 1993 
Muriel 1993, Adam 1993] from the very 
outset were extremely cnticai of transition 
paths chosen by the governments in east 
Europe In Russia while many welcomed it, 
there was a large body of opinion that warned 
of dire consequences [Yevstigneyev and 
f Voinov 1994] 

In Section I are examined the macro- 
economic trends, namely, the GDP, 


.investment, and industrial and agricultural 
| output Section II analyses foreign trade, 
followed by one on foreign aid ai J capital 
'flight or export Social conditions as reflected 
m real wages and pensions, poverty and 
inequality, and unemployment, are taken up 
in Section IV Next, Hook at the demographic 
trends suggestive of a deep crisis In the 
concluding pan cenain wider issues are 
loused 


Macro-Economic Trends 


Let me first consider the macro-economic 
fends since 1990, the peak year in the 
Soviet era. some ot these are shown in 
r«ble 1 

GDP In 1991-94 the GDP tell mono 
! omcaUy, though at varying rates and stood 
\ n 1994 at a little over one-half the peak 
\ (M The annual percentagedecline was the 
\ highest at 19 m 1992, somewhat ’improved’ 

S the following year but shot up to 
94. In 1995 there was a further, but 
nailer decline of 4 per cent, m the 
* months of 1996, the percentage 
(against the corresponding months 
i were still lower at 3 0,2 5 and 1 0 
rdy(Ftnansovye Izvesuya4 4 96II) 


Investment* More dr a mati c, as is often the 
case, is the tall in investment The volume 
index in 1994 was less than one-third the 
1990 level Once again, 1992 was the most 
catastrophic year when the percentage tall 
was 45, if the decline was limited to 12 per 
cent in the following year, the next year 
witnessed a much steeper fail at 26 per cent 
What is more, ’non-productive* investments 
in service sectors like housing, education, 
etc, suffered moderately by 13 percent since 
1992, the axe falling predominantly on the 
productive sectors like industry and 
agriculture, with investments down by as 
much as 47 per cent since 1992, of course, 
thedecline would be sharperas against 1990 
In 1995 total investment was nearly 27 per 
cent lower than in 1994, and during the 
first three months of 1996, the volume was 
8-10 per cent below that of the previous year 
(Finansovye Iz^eUiya, 4 4 96 II) 
Agiiculture Agn cultural output has declined 
the least among major sectors Till 1994 it 
was only 21 per cent lower than in 1990 
Unless the economy improves with a greater 
supply ot industrial inputs (chemicals as 
well as machines), and investments go up, 
it may not be possible to maintain the current 
levels of production in agriculture 
Industry Initially industrial production fell 
more slowly than the GDF in 1991, the two 
rates equalled in 1992 at 19 per cent, but 
in 1993 and 1994 the former fell at a much 
faster rate than the latter By 1994 industrial 
production was just 51 per cent of the 1990 
level The year 1995 witnessed another 12 
per cent fall against 1994, but there was no 
further detenoration during January-March 
1996 (Finansovye Izvestiya, 4 4 96 II) 
From time to time observers talk about an 
lmpendmguptum based on the latest monthly 
figures A glance at the monthly data since 
July 1992 in Figuic I shows that production 
did fluctuate, but with a strong downward 
trend up to mid-1994 Against a low of 51 8 
m June 1994, the mdex for November 1994 
was 55 3, though it came down to 52 4 in 
February 1995 Industrial production again 
fell by 4 per cent during the first half of 1995, 
as against the same period ot 1994, this time 
it was most pronounced in food-processmg 


and tight industry (noo-Jodd mm-dunfofc 
consumer goods), Che percentage declines 
being 12and40respecdvely.Therehasbeen 
a dramatic shift m industrial structure: in 
1990 natural resource-based industries 
contributed 15 SpercentofthetotaUeaving 
84 5 percent for processing industries, during 
Apnl-June, 1995, the percentages were 25 0 
and 75 0 respectively No less revealing is 
the comparison between 1993 and Apnl- 
June, 1995 The percentage shares for 
differentindustneswere taeI260and300, 
machinery 19 0 and 15 0, wood-processing 
4 9 and 6 1, construction matenals 3 2 and 
4 8,foodprocessingl2 7andll 0, and light 
industry 7 3 and 2 1 (Dcment’eva 1995) 
According to another estimate, with 
1990=100, the 1994 output indices were 
machinery below 50, chemicals and allied 
30-40, and hitech products below 10 
Enterpnses in processing industnes utilised 
only 30-50 per cent of the capacity The 
volume of investment in industry in 1994 
was barely 25-27 per cent of that in 1990 
(Makarevich 1995) Can one say that it has 
bottomed out 1 * Of course, I am not 
prophesying a continuing fall in the future 

II 

Foreign Trade 

Russia’s foreign trade scenano minors 
the profound depression of the economy 
Before examining the figures, one must note 


Table 2 Russia s Forfign Trade with 
Non CIS Countries 

($ billion) 



Export 

Import 

1985 

57 6 

564 

1986 

65 2 

600 

1987 

70 6 

63 2 

1988 

74 2 

72 2 

1989 

74 7 

780 

1990 

71 1 

81 8 

1991 

50 9 

445 

1992 

427 

37 1 

1993 

444 

33 1 

1994 

48 0 

35 7 


Source Illarionov 1994, for 1985-91, SEP 1994, 


for 1992-94 


Table 1 Macro-Economic Trends in Russia. 1989-94 (Indices) 



1989 

1990 

1991 

1992 

1993 

1994 

GDP 


100 

87 

70 

62 

53 

NMP 

104 

100 

89 

71 

62 

na 

Investment Total 

100 

100 

89 

49 

43 

32 

Gross fixed 




100 

77 

63 

Productive 




100 

81 

53 

Non-productive 

Production 




100 

101 

87 

Industry 

100 

100 

92 

75 

65 

5! 

Ind cons goods 



100 

85 

76 

56 

Agriculture 



100 

91 

87 

79 


Sources SEP 1994, Economics of Transition, Vol 3(1), 1995, Russian Business Monitor, 199542 
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yuu*, corruption increased manifold, and 
administration, including the customs, 
weakened considerably, it worsened under 
Yeltsin. Goods were exported or imported 
without proper inspection and records, 
especially for the barely restricted trade flows 
between the ex-Soviet republics Thus goods 
from Russia might be transhipped through 
the BalUc states or central Asia to west 
Europe or elsewhere, and would not be 
recorded as Russia's non-CIS export shown 
m Table 2 Farther, with the state monopoly 
of foreign trade abolished, the private 
sector became very important Moreover, 
large quantities of goods were imported 
by passengers as personal baggage 
(‘chemodannyO Another important means 
of import is 'shuttle* trade (‘chelnochnyf) 
with private traders or their agents going on 
a shopping spree to countries like Poland, 
Turkey, and India, each carrying back several 
large polythene sacks in trains or planes 
According to the former finance minister, 
Fedorov (1994), during the first half ot 1993 
as many as 1,30.000 automobiles were 
imported as passengers’ baggage The 
coverage of such imports in official data is 
far from adequate According to Illarionov 
0994) Russia’s Ministry of Foreign 
Economic Relations had their own data that 
diverged significantly from that of the 
Goskomstat, the two organs met in 1992, 
but (ailed to resolve their differences 
Lastly, there is straightforward smuggl¬ 
ing, which should have gone up consider¬ 
ably For the early 1990s I had given some 
examples [Chandra 1993a], and there is 
no reason to believe that it has since 
diminished The ECE (1994, p 113 In) 
remarked that Russian 'trade statistics are 
at best preliminary estimates of somewhat 
uncertain coverage* 

The World Trade Organisation (the 
successor to the GATT), was more 
categorical, partner country data for 1994 
'point to substantially higher imports' than 
Russia's figures [WTO Focus , March-April 
1995 8] In DOTS (1995) are complied trade 
data for each country and 'world* using, 
wherever necessary, more reliable partner 
country statistics Following its procedure 
of an upward adjustment by 10 per cent ot 
'export fob' to obtain 'import cif values, 
and vice versa, 1 have compared the DOTS 
figures with those of the Goskomstat 
'World* export to Russia in 1994 (in 
$ billion) was 41 3, or Russia’s import was 
45 4(*41 3*1 1), deducting Russia's import 
from CIS, as shown in DOTS, of 11 0, her 
non-CIS import comes to 34 4 as against the 
Goskomstat figure of 35 7 Further, DOTS 
cites 2 2 as 'world export to USSRns', 
i e, to unspecified countries in the ex- 
USSR, the corresponding import cif comes 


to 3U (* 12 * M), In the imlikdy event of 
all the Irtter going into Russia alone, the total 
of adjusted non-CIS import is 36 8, or just 
3 1 per cent above the Goskomstat estimate 
A similar exercise with the DOTS data on 
'world import from Russia', 'world import 
from USSRns’, and Russia's export to CIS 
and non-CIS areas, reveals that even if all 
of 'USSRns' were attributed to Russia, the 
adjusted non-CIS export from Russia is 
S47 8 billion against the Goskomstat’s 
$ 48 0 billion Hence, contrary to the claim 
of the WTO, partner country statistics do not 
vitiate the Russian official figures But the 
problem still remains with shuttle trade, 
passengers' baggage, and smuggling that 
escapes the attention of customs authorities 
in partner countries 

With all these caveats thrown in let me 
examine the trade figures in Table 2 
Compared to the peak year of 1989, the 
value of Russia's export was down by one 
third in 1991, the last year of the Soviet 
system, and import to dmost one-half In 


1992 both export and xxnportfeD by another 
17 per cent In 1994 export went up by 12 
per cent, but import was still 4 per cent below 
the 1992 level 

A major factor behind the downswing in 
trade is the break-up of the Council of Mutual 
Economic Assistance (CMEA) linking the 
economies of the USSR and east Europe, 
later expanded to Vietnam, Laos and Cuba 
Russia's trade turnover m $ billion with 
former CMEA members (see Table 2A) fell 
from 77 1 to 18 5 m 1990-93, accounting 
for 71 per cent of the overall decline, the 
ex-CMEA share in the total fell from 43 8 
per cent to 15 0 per cent dunng the same 
penod Trade with other groups of countries 
also declined, though by a smaller margin 
of 30 per cent for developed market 
economies, and 58 per cent for developing 
countries many o( which like India had close 
ties with the ex-USSR Curiously, Russia s 
export to the developed economies, 
consisting mainly of minerals, was 
maintained at over $ 25 billion, but import 


Table 2A Russia's Foreign Tradf - Geographic Distribution 

tSmn) 



1990 

1991 

1992 

1993 

Exports 

Total 

71148 

50911 

40649 

43069 

Ex Socialist 

35599 

15249 

11980 

10896 

Developed MEs 

25584 

28764 

23843 

25817 

Developing MEs 

9965 

6898 

4144 

5883 

Imports 

Total 

81751 

44473 

35314 

26959 

Ex-Socialist 

41482 

13997 

7929 

7561 

Developed MEs 

32480 

25857 

22555 

14853 

Developing MEs 

7789 

4619 

4497 

4437 


Source Illarionov 1994 


Table 2B CoMMOom Structure of Russia s Foreign Trade 

(PerCent) 



1990 

1991 

1992 

1993 

Exports 





Total 

100 

100 

100 

100 

Food and raw materials 

2 11 

2 55 

2 73 

420 

Minerals 

45 43 

51 67 

54 32 

St 10 

Chemicals 

464 

6 68 

6 37 

600 

Leather 

0 14 

0 20 

0 25 

020 

Wood 

4 36 

4 72 

3 63 

410 

Textiles 

098 

098 

066 

040 

Metals 

1294 

14 34 

16 32 

20 40 

Machinery 

17 58 

10 22 

9 25 

7 10 

Others 

1181 

864 

6 47 

6 50 

Import* 





Total 

100 

100 

100 

100 

Food and raw material* 

20 29 

27 87 

26 62 

1970 

Minerals 

2 93 

2 92 

2 86 

330 

Chemicals 

1088 

12 36 

9 77 

610 

Leather 

098 

1 12 

1 70 

200 

Wood 

1 10 

1 12 

1 27 

070 

Textile* 

9 29 

9 89 

11 24 

1590 

Metals 

5 38 

6 29 

341 

380 

Machinery 

44 38 

35 51 

39 17 

35 50 

Others 

4 77 

2 92 

3 97 

1300 

Source Illarionov 1994 
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Figure l Industrial Pr oouctwn, 1992-95 
(Dec 1991 * 100) 





shrank by more than one-half Exports to the 
ex-CMEA were reduced to one quarter but 
imports fell almost 12-fold As tor developing 
countries, both export and import fell at the 
same rate The only exception to the general 
rule was trade with China, the turnover 
increased in this case from $ 4 4 billion in 
1992 to $ 7 0 billion m 1993 (J have not 
come across iigures on Russia’s as distinct 
from the USSR s, trade with individual 
countries in 1990) 

Cline (1994 162) has argued that the 
apparent fall m Russia s trade with east 
Europe might be exaggerated since the Soviet 
authorities used an abnormally high exchange 
rate of dollar per rouble This is not correct 
for two reasons (a)Theintra-CMEApnces 
were indeed, rather high (vu a vis world 
prices) for machinery but were also low for 
energy products and raw materials The 
USSR was a net exporter ot raw materials 
to, and a net importer ot machinery from, 
east Europe (b) In armaments Soviet and 
i east European products were much cheaper 
, than comparable ones from the west as 
! successive studies by the SIPRI showed 
(Chandra 1993bl (c) There is no theoretically 
satisfactory way to establish parity between 
a Convertible (dollar) and an inconvertible 
(rouble) currency Western scholars like 
' Bergson, Nove, etc, as well as 1 think that 
the purchasing power parity is the least 
, objectionable method, and this is what the 
| Soviets had generally followed 

Disruption of trade between the former 
Soviet republics contributed in no small 
measure to the economic crisis In 1990 


Russia’s export to other republics amounted 
to 17 per cent ot her national income (NMP), 
and her import ratio was 1 3 per cent the 
ratios were much higher tor other republics 
In 1992-93 the value (at Russian domestic 
prices converted into US dollars at the 
purchasing power panties) of Russia’s export 
to CIS fell 36 per cent, and that of impon 
by almost 16 per cent In 1993 the volume 
of Russia’s export was 50 per cent lower 
than in 1991, while the national income of 
the other republics fell 30 per cent over the 
same penod Thus trade collapsed faster 
than the economy (ECE 1994 104-10] 
During the first half of 1995, as against 
the same period of 1994 the value ot Russia’s 
export to non-CIS countries rose by 39 per 
cent to $ 30 2 billion, and of impon by 17 
per cent to S 16 0 billion Trade with the 


CIS partners also improved to$64 billion Russia Textile and 
Table 2C Russia’s Major Exports, 1993 and 1994 


foreilg^gnA^^ 

CIS exports consisted largely of energy 
products (39 per cent), petrochemicals (10 
percent), wood (6 per cent), and metals (22 
per cent), with machinery contributing a 
mere 8 per cent of the total By contrast, the 
mqor items in non-CIS import were 
machinery (37 0 per cent), and food (30 2 
per cent), in food, Russia was a net importer 
to the tune of $4 4 billion, and in machinery 
of $ 3 7 billion Farther, m food import from 
non-CIS of $ 49 billion, the value (in 
(million) of the main items were meal 
(751), sugar (361), alcohol (347) and tobacco 
products(14 7), other major consumer goods 
were medicine (525), plastics (308), garments 
(265) and shoes (171) [EZh 1995/40 28 and 
1995/42 29] 

In Table 2B are shown the commodity 
structure of Russia’s foreign trade, 1990-93 
In export, the share of minerals is by far the 
largest, and rose from 45 per cent to 54 per 
cent over the four years, the share of metals, 
ferrous and non-ferrous, also increased, 
though less steeply, from 13 pei cent to 20 
per cent At the same time, the dollar earnings 
actually fell from 32 3 to 22 0 billion for 
minerals, and 9 2 to 8 8 billion for metals 
Earnings from machinery and equipment 
export came down from $ 12 5 billion in 
1990tolessthanonequartennl993 Russia s 
hope for a breakthrough in labour intensive 
exports like textiles and garments in the 
wake of economic transformation, also came 
to nought, the value ot export in $ million 
plummeting from 700 to 170 m the penod 
The ECE (1994 p 103) observed that 
minerals, oil, gas and other raw materials 
constituted 80 per cent ol total exports, the 
physical volumes rose in spite of vanous 
[export] restrictions’, and in the case of oil, 
the quantum increased while global prices 
were ‘sharply falling* 

Imports as already noted, were more 
severely curtailed The share of foods in the 
total vaned oetween 20 and 28 percent, 
which is most unusual for a country like 
Russia Textile and garments were also 



Value ( 
1993 

I,»>") 

1994 

Per Cent Share in Total 
1993 1994 

Per Cent Change 
in Umt Values 
1993-94 

Fish and products 

12 

1 3 

34 

33 

-119 

Crude oil 

84 

89 

24 1 

226 

-46 

Oil by products 

33 

37 

100 

94 

-121 

Natural gas 

7 4 

79 

21 2 

201 

-7 5 

Diamonds 

J 4 

22 

40 

56 

-19 5 

Ferrous metals 

38 

47 

109 

119 


Alumm unprocessed 
Machinery equipment and 

19 

23 

54 

58 

95 

transp facilities 

29 

23 

83 

63 


Subtotal 

305 

33 5 

87 4 

850 


Total exports 

349 

39 4 

100 

100 



Note No unit values are given for heterogeneous product groups 
Source RGESC 1995 
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twbiaii^W textile* andcloM^nuty^ 1 
trigger off a ‘textile war’ with the European 
Community; the latter has fixed a quota of 
100 million Ecu for Russian exports, while 
Russia imports five times as much 
(Finansovye Izvestiya 8.2.96:1). 

The unit values of Russia’s main, 
commodity exports behaved rather oddly; 
against the international trends, most of these i 
declined in 1993-94. Orcshki (1993) noted 
that in unit values of exports, even for a 
standard commodity like crude oil, the 
dispersion ratio between the highest and th&; ; 
lowest contract prices during the first half; 
of 1995 was over 4.0; for wood products it 
was 3.3 and for copper 1.5. Further, Russia 
has often received, according to the 
Goskomstai data [Business World Weekly 
1995/11 ] given below, less than world prices 
($ per ton) for major commodity expoits in 
1993 and 1994. 


brought in large quantities though the value 
in $ billion was reduced from 7.6 to 4.3 in 
1990-93, their percentage share in the total 
jumped from 9.3 to 15.9; though import far 
exceeded export, net import in $ billion fell 
from 6.9 in 1990 to 4.1 in 1993. For the 
largest import item, machinery and 
equipment, the value in $ billion shrank 
from 36.3 to 10.0, and the percentage share 
from 44.4 to 35.5; the trade balance for 
machinery remained negative, though 
reduced from $ 24 billion to $ 6.5 billion 
in 1990-93. 

Details of the commodity structure are 
still patchy for 1994 as shown in Table 2C. 
The export values are broadly similar in 
1993 and 1994, except that there was a 
further decline in machinery, while export 
of minerals and metals went up by a couple 
of billion dollars. As for imports, there were 
significant changes in the pattern during 
1993-94. The import of surface transport 
equipment like cars, buses and trucks fell 
by more than one-half, although the total for 
machinery remained unchanged. Similarly, 
although the overall value of food import 
was constant, grain imports in $ billion were 
drastically reduced from 4.2 in 1992, to 1.6 
in 1993, and 0.31 in 1994; sugar import was 
also curtailed. This was compensated by a 
big spurt in the import of ’expensive’ items 
like tea, coffee, fruits, butter, meat and 
poultry; for the last three items domestic 
output was replaced by import. According 
to RGESC (1995), “the Russian market was 
saturated with imported foodstuff rather than 
domestic products which, under conditions 


of high inflation and the existing rouble rate, 
were unable to compete with imported 
products, although the latter may be inferior 
in quality”. As for non-food consumer goods, 
these consisted mainly of clothes, shoes and 
furniture; fabrics were a minor item. Once 
again, accordingtoRGESC, the home market 
is ’saturated 1 with these imported products. 
All this reinforces the popular impression 
about the harmful nature of much of Russia’s 
export and import activities. 

Western discrimination against manu¬ 
factured exports from Russia remains as 
strong as ever. According to the IMF 
(1993:41), one reason why exports did not 
improve in 1992 was “the continuation of 
various restrictions imposed by other 
countries on Russian exports of, inter alia , 
uranium, steel, textiles and high-tech goods”. 
On the other hand, Russia's recent plan to 


However, during the first half of 1995 I 
average unit-values of exports of energy 1 
metals improved, and so did the volu 
indices, ft is worth noting that unit-v 
in exports were significantly lower for 1 
CIS than for the non-CIS countries, by 8.1 
26.1 per cent, depending on the con 
(EZh 1995/40:28 and 1995/42:29).This® 
represent a genuine discount for the fo 
since some of the supply went to 1 
areas, it may also be one form of 1 
flight from Russia. 

U1 

Capital Flows 

Foreign aid: Except for Mexico in 13 
no other country has received 
foreign aid than post-Communist Rut 
The domestic economy, as seen in 


Table 3 Balance of Payments and External Debt with Non-CIS Countries, 


1990-94 
(I I 



1990 

1991 

1992 

1993 

1991 

Goods trade balance 

-10.7 

6.4 

5.6 

11.3 

a: 

Service trade balance 

4.4 

-3.9 

-11.3 

-8.5 

-15. 

Curr a/c balance 

-6.3 

2.5 

-5.7 

2.8 

-2.1 

Gr cap inflow: total 

25.0 

15.7 

33.1 

28.2 

22; 


(st) Official 

5,5 

8.6 

5.0 

53 

5. 


(b) Private 

15.0 

7.6 

14 1 

5 8 

3, 


(c) New = a+b 

20.5 

16.2 

19.2 

11.1 

8. 


(d) Special flow 

Net transfer of resources 

4.5 

-0.5 

13.9 

17.1 

M, 


Expenditure 

2.3 

-6,4 

u 

-7.1 



Financial 

6.6 

4.2 

1.2 

-3 1 

Hk 


Net external debt 

58.2 

66.5 

80,8 

78.7 

_3 



Sourve: BCE 1995. 
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previous pages, has remained m a deep 
dump. The obvious question is: what did 
Che aid do? 

Let me first look at Russia's current account 
valance of payments, capital flows, and 
external debt for 1990-94 given in Table 3. 
Transactions with the CIS partners are 
excluded throughout. The debts pertain to 
laid currency loans, to which should be 
dded some $ 30 billion owed to the ex- 
!MEA countries as at end-1994. On the 
invent account, one must note a major change 
ince 1990. From 1991 there emerged a 
irge and positive trade balance aggregating 
35.6 billion up to 1994, it was more than 
latched by a deficit of $ 38.8 billion on 
srvice flows (transport, tourism, interest, 
tvidends, etc), leading to a small deficit in 
te current account of $ 3.2 billion. 
Capital inflows from 1990 to 1994 
nounted to a massive sum (in $ billion) 
* 124.2, consisting of new capital of 75.2, 
eluding 29.6 from official, and 29.6 from 
ivate, sources; 'special flows’, namely 
scheduled debts and interest overdues, 
count for the remainder of 49. By any 
rdstick, this was very large, and m the last 
o years of 1993-94 the average inflow 
ceeded $ 25 billion. 

Analytically, more interesting is the size 
'net transfer of resources’. The ECE has 
)posed two alternative measures, A and 
each trying to calculate the impact on 
itiestic absorption as follows. 

Ttade balance plus service balance 
excluding capital service payments plus 
private transfer. 


B Capital flows less capital service 
payments. 

T7ie first measure gave a negative balance 
of $ 12.8 billion during 1990-94, while the 
second was positive at $ 4.3 billion. For the 
last two years, 1993-94, both measures 
indicate an outflow from Russia, averaging 
$4-5 billion. Thus the inflows barely matched 
the interest outflows, and at least m the last 
two years reduced the funds available for 
domestic absorption. That was precisely the 
contention of Yeltsin's critics like Rutskoi 
early in 1993 when they opposed a 'big’ loan 
offered by the west [Chandra 1993a]. 

In the meanwhile, Russia is saddled with 
an ever-increasing debt burden. Barring a 
brief pause in 1993, the end-year total of 
gross debts (in $ billion) progressed from 
59.8 m 1990to91.0in 1994. As the measure 
B above shows, the new loans went 
predominantly toward meeting past 
obligations. If the current account deficit in 
Table 3 is small, it is because unpaid interests 
are not recorded. A simple exercise shows 
that at 10 per cent rate of interest, the 1990 
debt of $ 59 billion should have grown to 
$ 88 billion in 1994, which is close to the 
actual $ 91 billion. 


Thus very little of net aid was offered to 
Russia. With a spiralling debt stock she is 
today undoubtedly much worse off than in 
1990 or 1991. The actual losses suffered by 
the country are far higher thanks to the 
massive flight of capital. 

Capital flight: Capital flight or capital export 
is one of the liveliest economic and political 
issues in Russia today, though it may be hard 
to quantify. The balance of payments data 
just examined do not reveal much, but the 
ECE (1994, p 114) suggested that the item, 
'errors and omissions’ m the balance of 
payments, amounting to $ 7.6 billion in 
1993, may include capital outflow. 

The ex-finance minister, Fedorov (1994) 
provided some interesting information 
(a) The economy was increasingly 
dollarised; even enterprises converted their 
rouble holdings into dollars, (b) The outflow 
of dollar and other hard currency notes, 
according to the Customs authorities, was 
$ 3.7 billion in 1993. (c) The Goskomstat 
estimated the size of 'unaccounted' import 
at$ 10 billion in that year (d) Many exporters 
did not repatriate their earnings amounting 
to $ 5-10 billion (e) About $ 20 billion were 
held abroad 'officially' by Russian 
individuals and organisations. Fedorov went 
on to ndicule the Opposition politicians for 
planting wild rumours on capital flight 
amounting to 10,17,30 and even 80 billion 
dollars, which demonstrates their 'economic 
illiteracy’ and an attachment to the traditional 
‘big stick* (bolshebnoepalochkt) as a means 
of solving all problems Admitting that 
capital flight is harmful, Fedorov never¬ 
theless rejected strict exchange control as 
a remedy. 

Much higher estimates came from 
Mel’nikov (EZh 1994/42), a high RCB 
official; capital flight was of the order of $ 
10-15 billion per year since 1990. Later 
estimates are still higher. At a conference 
in early 1996 organised by the Russian 
Industrial Development Bank, with 
Mel'nikov as one of the participants, it was 
felt that the magnitude of capital flight was 
around $ 20 billion a year (Fmansovye 
Izvestiya 16.2.96:1). 

Accordinng to an official publication [RET 
April 1995], based on an ECE study, foreign 
assets of Russian individuals and 
organisations rose by about $ 10 billion a 
year since 1991. In 1991-94, authorised 
deposits in foreign banks increased from 


Table 4. Private and Public Consumption, 1990-94 


Annual Per Cent Change 



1991 

1992 

1993 

1994 

1994 

Private consumption 

-7.7 

-29.9 

. 

-0.7 

64.3 

Public consumption 

-210 

-446 

-12.6 

-5.1 

36.3 

Total consumption 

-13.5 

-35.5 

-4.1 

-2.0 

52.4 


Source: ECE 1995, p 90. 
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$ t6-9.0HBkm,caihtuet»fn>m$5.0-15.5 
billion, and illegal assets from $ 3 0*18.2 
billion It is not surprising that the Swiss 
Federal Prosecutor recently accused the Swiss 
banks of sheltering the money launderers, 
and confirmed that huge sums of shady 
money were going into their coffers from 
Russia and east Europe (Reuter report, The 
Economic Tunes 19 9 95) 

Let me now turn to another source, the 
Goskomstat*s survey of a large sample of 
50,000 households, to obtain an estimate 
of dollarised savings by individuals in 1994 
From SEP (1994) I have estimated per 
capita monthly income, the amount saved 
to purchase dollars and other hard curren¬ 
cies (‘pokupka valyuty’), the average 
exchange rate, and hence the total amount 
of dollars bought out of current income for 
the whole year The latter amounted to 
$ 22 7 billion 

This estimate is corroborated by 
Friedman's investigative report m the New 
York Magazine (quoted in The Economic 
limes 1 1 96 26) He claimed that new $ 100 
notes worth at least $ 500 million were sent 
by air lrom New York to Moscow every 
week since January 1994, by the end of 
1995, the cumulative total exceeded $ 40 
billion, or more than the value of all roubles 
in circulation 

One may ask whether these outflows 
represent capital export or capital flight 
Take the assets of Russians m Swiss banks 
which should earn some income If one 
believes like Komai (1990) that individuals 
must have the freedom to decide where their 
assets should be kept, then it appears that 
the initial outflow has to be reckoned as 
capital export On the other hand, even 
western governments insist on taxes to be 
paid by residents on incomes earned abroad, 
if no taxes are paid, and few Russians pay 
taxes on incomes from Swiss banks, etc, the 
wealth and income are part of the illegal 
circuit or capital flight 9 However, some 
Russians firms do invest abroad with the 
knowledge of the Central Bank, and for 
‘sound’ business or microeconomic reasons, 
one must reckon these as capital export My 
own impression is that the latter forms a 
miniscule part ofthe total outflow However, 
both types of outflow represent a withdrawal 
from the circular flow of incomes in Russia 
In a demand-constrained economy, such 
withdrawals must lead to a lower level of 
domestic production and employment with 
the usual Keynesian multiplier effect 

By the same logic, should one equally 
condemn capital exports by OECD countries? 
Indeed, a famous 1966 pamphlet by the US 
trade union, AFL-CIO, argued that foreign 
investments by transnationals eat into 
American jobs But the government stood 
by the corporate sector on the plea that 
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investments abroad gready strengthen the 
global competitiveness of the transnational 
firms And capital flows from China, as I 
argued elsewhere (Chandra 1995], belongs 
to the latter category In the Russian case, 
there is no evidence whatsoever of an 
improvement in export performance or in 
the technological level of industry even after 
a huge build-up of foreign assets One must 
then characterise the outflows as plunder 

Capital outflows m different forms are 
intimately related to the fast expansion in 
the shadow economy, the power of the mafia, 
drug trafficking, etc, to which I shall shortly 
turn But even law-abiding citizens may 
save in dollars owing to the fact that the real 
rate of interest on Sberbank deposits has 
been negative, and the real money supply 
also shrank (Belousov et al 1993) On the 
other hand, it is no less true that dollarisation 
boosts the illegal sector, in 1994 its share 
in the GDP according to the Goskomstat, 
was 20 per cent [ECE 1995 119], or twice 
as high as the one cited by Korber (1992) 
for the USSR in 1989 

Referring to the shadow economy, 
Mel’nikov, the RCB official, apparently 
stated in a confidential cable to the US State 
Department “Much of the money was used 
tor illegal purposes, including narcotics 
Russian organised crime now controls 
between 50 and 80 per cent of the country s 
banks, and has turned Russia into one of the 
world's major money laundering centres 
it appears that at least apart ofthe [Russtan] 
jederal government sees nothing wrong with 
if (The Iconomic Times I 1 96 26, 
emphasis added] 

As tor narcotics, the Russian Intenor 
Ministry reckons that 1 per cent of the 
population or about l 5 million, are regular 
consumers, which equalsthe number of those 
who ate officially registered International 
souices. however, reckon the total of ‘drug 
dependents at 6 million, while as many as 
20 million tried it out at least once 
(Nezavisimaya Gazeta 23 5 95 1) 

If one takes the dollansed annual savings 
ot almost $ 23 billion in 1994 as the lower 
limit of capital flight from Russia, it is close 
to 15 percent of the 1994GDPof630tnllion 
roubles (about $ 150 billion) 

IV 

Social Conditions 

1 shall now consider the changing sources 
of livelihood, real wages, poverty, inequality 
and unemployment m Russia today 
Sources of livelihood The Microcensus 
(1994) covering 5 per cent of the popula¬ 
tion in February, 1994 revealed some 
dramatic changes since 1989 in the sources 
of livelihood of the earning population 
(1) Only 45 per cent (against 52 per cent in 


1996 


I 

I989)<^thepoimlation,depended cm w^6s« 
(2) The proportion with two sources of 
income rose to 40 per cent against 14 per 
cent in 1989, of the former, 20 per cent were 
wage earners with private plots, 11 percent 
were pensioners with private plots, andbper 
cent earned both wages and pensions Only 
3 per cent of the population had three or 
more sources of income (3) The percentage 
of the population receiving pension and other 
forms of state assistance increased from 18 
to 49 in 1989-94, of the latter 24 per cent 
were pensioners Thus nearly one-half of the 
population m 1994 survived on state 
assistance m one form or another, tt also 
affects the size of government expenditure 
and deficit m a manner not foreseen by the 
reformers 

Real wages A downward flexibility m wages 
is the main policy tool in neoclassical 
economics (Say's Law) for a capitalist 
economy to get out of a depression Keynes, 
on the other hand, developed The General 
Theory to argue the opposite, namely that 
a wage cut would intensify the depression. 
On the eve of the transition, the neohbeiai 
policy-makers predicted that, initially, rea 
wages would fall and unemployment wouk 
go up bv a large margin but eventually tb 
demand for labour and the level of nations 
output would pick up to eliminate the slack 
In practice, against the tenets of their owi 
theory, the neohberal advisers prevailedupm 
the Russian government to impose wag 
control In the perestroika years, the rea 
wage index with 1985=100, rose to 112 U 
1988,133 in 1990, and peaked at 140 in th 
last quarter of 1991 At a time when Ha 
economy was collapsing, the wage hike wa 
hardly sustainable it collapsed to ai 
incredibly low 69 or less than one-half, i 
January, 1992 as the government restricts 
money wage nse to 51 per cent wha 
consumer prices (CPI) shot up 3 45-fol 
during that month Variations in the monthi 
inflation rate from February 1992are deplete 
in Figure 2 Since then adjustments \m 
often been delayed resulting in shat 
fluctuations in real wage as shown l 
Figure 3, with January 1992=100 Thus i 
Apnl 1992, the latter reached a low of 9 
rose to 130 in September came down to K 
in November, went up again to 146 
December, crashed to 111 in the next mom 
The official index averaged 115 in 199 
122 in 1993, and 112 in 1994 (RET Sworn 
1993 and April 1995) A more reoe 
computation, also relying on official source 
shows that with January 1992=100, tl 
average real wage index stood at 137 
1993, 109 in 1994,95 in 1995, and 85 f 
the first quarterof 1996(FinansovyeYzmd; 

4 4 96II) At one time the liberals vm 
gleefully that the index had nearly reacll J 
the 1985 level of 150, but that was only ‘ 





{ December 1992. Statistically, it is not 
meaningful to talk of trends, but the average, 
if one goes by the latest estimate, has been 
steadily falling and is now less than one-half 
the peak Soviet level of 1991. The Russian 
experience demonstrates once again that a 
wage-cut is no cure for depression. 

The average wage, as always, tells only 
a part of the story. Workers in industry 
always earned more than others. Among the 
most adversely affected were the 
agriculturists. As a percentage of industrial 
wages, the wages in state farms improved 
from 84 in 1980 to 105 in 1990, but then 
nosedived to 63 in 1992; similar is the story 
of the collective farmers. Thus the earlier 
trend towards equalisation of wages between 
agriculture and industry was reversed 
[Wegren 1993:52]. In this sector real wages 
should have fallen to about one-quarter of 
the peak level. As for the ‘budgetary’ 
employees (byudzhenniki) in administration, 
education, research, health, etc, totalling 
about 25 million, the situation is quite grim 
again. Those in education earned a maximum 
of 70 per cent of industrial wage in 1991, 
but only 60 per cent in January 1992; the 
I situation was worse in health and cultural 
< sectors [Testov and Baryshev 1992]. After 
f the revision in March 1995, the average pay 
forabyudzhennik was below the ‘minimum 
- subsistence level' (see below); it was raised 
: by 30 per cent since July 1994, while the 
1 CPI had gone up by 129 per cent. 

• Furthermore, theofficially established‘wage 
i tariffs' put the minimum pay (in thousand 
j roubles) at 39, and the maximum (for the 
? 18th level) at 293; actually, the average for 
r the top level within the government varied 
i from 574 at the Ministry of Economics, to 
i 1237 at the Ministry of Finance, and 13,000 
at the Central Bank [Sivkova and Solov'ev 
1 19951 Clearly, the wage control was only 
; for the bottom layers! 
i So far 1 have utilised the official figures; 
i but these are contested in many quarters 
(AiF 1995/6:5; A Brovin in Business World 
i Weekly 1995/11]. The sceptics are amply 
' supported in an elaborate study by Mozhima 
i(cited by Tchenna 1994V I present below 
iboth the official figures as well as the 
i alternative estimates of real wage. 



1990 

1991 

1992 

IW3 

Official 

too 

89.3 

59.8 

63.3 

(Mozhima 

100 

72 

40 

38 


r 


The differences are large and persistent. 
: While the official series indicates a 40 per 
cent decline till 1992, and a 6 per cent rise 
jin 1993, Mozhima suggests a much larger 
60 per cent fall in 1990-92, followed by 
mother 5 per cent decline m 1993. 

There are reasons to suspect the official 
data. Thus the January 1995 index indicates 


i 
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astaep Ml of 27.4percmt gainst December 
1994(seeFigure3). Curiously, such declines 
over the same months were observed in the 
two previous years, namely 24 per cent in 
1992-93, and 19 per cent in 1993-94. Could 
this be attributed to delayed adjustment of 
money wages? Actually, the CPI (see below) 
rose by 17.8 per cent from December 1994 
to January 1995, while money wages were 
reduced by almost 15 per cent; similarly, 
nominal wages over the same months 
declined by about 5 per cent both in 1992- 
93 and in 1993-94, and yet money wages 
go on rising montonically from January 
to December of each of the calender 
years, 1992 to 1994! I find it difficult to 
explain. 



Money 

Wage 

(Roubles) 

CPI* 

Real 

Wage* 

Dec 1992 

16,071 

6885 

146 

Jan 1993 

15.341 

8661 

111 

Dec 1993 

1,41,218 

64951 

136 

Jan 1994 

1,34,161 

76577 

110 

Dec 1994 

3.54,200 

196595 

113 

Jan 1995 

.3,02,600 

231589 

82 


* Indices with January 1992=100. 


Finally, it is worth considering ‘product 
wage', i e, money wage deflated by the 
producer price index, it declined even more 
sharply than the real wage. The indices of 
the former with 1990=100, were 71.5 m 

1991, 50.6 in 1992, 30.0 in 1993, and 22.5 
in 1994 [ECE1995:103]. Thus the ‘real unit 
labour cost' of output declined drastically 
over these years. Normally, it should have 
enhanced the competitiveness of industry, 
expanding domestic sale as well as export, 
as predicted by liberal theorists; but neither 
happened. 

Pensions : There is a large and fast-growing 
proportion of pensioners in the population; 
at the beginning of 1988 the percentage was 
just 10.0, but six years later it swelled to 20.1 
in 1994 [Brui et al 1995]. The pension level 
fixed by the government from time to time 
without being automatically linked to the 
CPI, is of vita! importance. Again, the 
government has often delayed revisions to 
save on budgetary outlays. The ratio of 
average pension to average money wage 
stood al0.37in 1985, but came down to 0.34 
in 1990; this ratio improved slightly to 0.35 
in 1994, and 0.40 in Januaxy-February 1995 
[RET April 1995]. I have no data for more 
recent months. Since real wages have fallen 
drastically, it seems that pensions in real 
terms should have fallen in step leading to 
acute misery of the pensioners. 

Poverty and inequality : The ‘minimum 
subsistence level' (MSL), determined by the 
Russian Ministry of Labour, was put at about 
4,000 roubles for the month of December 

1992. Of the total 19.1 per cent was deemed 


to be spent on housing, utilitiei, etc*, t.4 per 
cent on transport, 5.2 per cent on taxes, and 
68.3 per cent on food, consisting of a basket 
of goods packed with carbohydrates with 
too little of proteins and fats. Actually, 
consumption of proteins and fats during the 
last decade of the Soviet regime was far 
higher. Indeed, an estimate of the ‘poverty 
level’ (of the Soviet era) consumption at 
December 1992 Russian prices, was as high 
as 10,000 roubles or two-and-a-half times 
the MSL. There is, however, one snag; many 
of the older goods were not available in 
December 1992; hence the estimate is only 
approximate [AiF 1993/4]. 

The word, 'poverty', was not in wide 
circulation before 1990. More common was 
the term, malobespechennyi ('inadequately 
provided for', or Mow income'), and families 
below the threshold income of 50 roubles 
per capita per month from 1975-88 received 
child support allowance from the state. In 
1985 only 1.6 percent of families benefited, 
while another 9.7 per cent had an income 
of 50-70 roubles; in 1989 the threshold was 
raised to 70 roubles [Tcherina 1994:597]. 

From a Goskomstat source [SEP 1994:81 - 
83] one can extract some interesting data on 
the actual food consumption of the bottom 
10 per cent of the population, the MSL norm, 
and the average for the whole population; 
the actuals are based on largescale surveys 
undertaken annually. Below are given the 
figures, all in kg/month except for eggs, for 
1994 and the peak year of 1991. 



Bottom 

Decile 

MSL 

Norm 

Total 

Population 


799T 

1994 


7991 

1994 

Bread 

7.3 

72 

109 

84 

9.2 

Potato 

10.7 

9.2 

10.4 

8.2 

10.3 

Vegetables 

4.0 

34 

78 

72 

54 

Fruits 

Meat 

0.9 

1 1 

1 6 

2.9 

27 

products 

Milk 

3 2 

29 

22 

54 

49 

products 

24.0 

20 8 

17.7 

29.0 

24.5 

Egg (no) 

18 

17 

13 

19 

18 

Fish 

09 

0.5 

10 

1.2 

0.8 

Sugar 

Vegetable 

1.5 

1 8 

1 7 

2.4 

2.7 

oils 

0.3 

04 

0.8 

0.5 

0.5 


It is evident that the quality of food intake 
has gone done remarkably, both for the 
average Russian and for the bottom decile. 
This is particularly true for vegetables, meat 
and milk products, and fish, compensated 
to some extent by larger quantities ol 
'inferior' goods like bread and potato. 
Curiously, the MSL posits a consumption 
level higher than the 1994 actual for the 
bottom decile, in respect of all items other 
than meat, milk, egg and sugar. It is possible 
that if this actual pattern in lieu of norms 
were considered, the rouble value of MSL 
would have been higher leading to higher 
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these are linked to the MSL. In other wonts, 
the composition of the food basket may have 
a political element built into it, and not based 
on ‘scientific norms’ 

In 1993, a joint team from the Economic 
Conjuncture Centre of the Russian Federal 
Government and Russian Academy of 
Medical Sciences worked out the normative 
consumption levels for MSL, based on a 
survey of 25.000 families in 47 regions of 
the country While the daily calorie intake 
varied from 2204 to 2607, the regionally 
differentiated consumption levels proposed 
for different items were broadly similar to 
the MSL norms just indicated Further, in 
1993, 20 per cent of the population were 
below the MSL, 9 per cent were at the MSL, 
and only 11 5 per cent had a consumption 
level exceeding the MSL by 3 to 5 times 
Lastly, the average per capita income in poor 
families was under two-thirds of the MSL 
[Dybtsyna and Shagmov 1995] 

According to the official data [SEP 1994], 
persons below the poverty line (MSL) in 
million numbered 51 ] in 1992, 47 0 m 
1993, and 36 2 in 1994 as a proportion of 
the total population the poor have come 
down from over one-third to under one 
quarter The fall continued in the first half 
of 1995, but at ihe end of the year the number 
crossed 40 million (/toying Review 1 1 96] 
At a subjective level the Frontier (9 12 95 
p 11) reported on a Vox Populi poll taken 
in October, 1995 only 3 percent of Russians 
considered themselves well off some 37 
per cent have to work day and night tu 
survive, 52 per cent could not make both 
ends, and, surprisingly, only 8 per cent 
repoited to be ’living in poverty It seems 
that the most distressing part of the current 
situation is the sheer drudgery of existence 
for almost nine-tenths of the respondents 
and not 'poverty as such, it is also possible 
that a good many were too ashamed to admit 
poverty TTie other side of the coin is the 
extremely small proportion which considers 
ttsclf well-off 

The poll findings are indirectly supported 
by ‘hard data’ The ratio of the average 
disposable income of the population to the 
MSL was 1 86 in the first half of 1995, as 
against 2 59 in the same period of 1994 The 
average income in Russia seems to be 
approaching the poverty level (MSL) At the 
same time inequalities are widening The 
Gini coefficient (which should equal zero 
for a perfectly egalitarian society, and 
approach 1 Oas inequality increases) shows 
a consistently upward trend from 0 24 in 
1988 to 026 in 1991, 033 in December 
1992, 0.398 for the whole of 1993, and 
further to 0409 in 1994, the first half of 
1995 also witnessed a mild nse to 0382 
from 0,380 during the same period of 1994 
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Further, the dedkdupamy^ix. the income 
ratio of the top 10 per cent to the bottom 
10 per cent of the population, is more 
revealing In December 1992, the ratio was 
only 4 53, jumped to 11 2 in 1993, and 15 1 
m 1994 In the first half of 1995 it tell to 
13 4, but was still higher than in the 
corresponding months of 1994 Durmgthese 
two half-yearly periods, the top quintile got 
44 3 and 47 I of the total Clearly, the affluent 
are getting relatively richer (SEP 1994,RET 
January 1993 EZh 1995/30 11) 

The trend toward growing disparities is 
confirmed by comparing changes in real 
wages with those in ‘real cash income of the 
population (disposable income) or in real 
consumer expenditure (aggregate 
consumption) From 1985 to 1990 the latter 
increased by as much as 23 per cent (RET 
January 1993) In Table 4 arc shown the 
figures for 1991-94 Private consumption 
declined by just one-third, and public 
consumption by two-thuds Since it is likely 
that the less affluent were the major 
beneficiaries of public consumption they 
were most affected On the other hand the 
milder fall in private consumption (also 
milder than the decline in real wages) implies 
that the distribution of private consumption 
became much more skewed in these years 
and the overall (public and private) 
consumption levels of mosiRussians dropped 
to much less than the average of 50 per cent 
shown in the tabic As for the real disposable 
income, it crashed by a whopping 45 8 per 
cent in 1992 but recovered by 12 2 per cent 
and 14 1 per cent respectively m the next 
two years so that by 1994 it was about 30 
per cent lower than in 1991 (fcCfc 1995 91 
Russian Business Monitor, Eurokosmos 
Moscow 1995/2) Further, although real 
incomes had gone down, monetised savings 
in 1994 accounted for a fairly high 22 per 
cent of the disposable income ol the 
population ol these only 6 per cent was in 
roubles and domestic financial instruments 
but the overwhelming bulk of 16 per cent 
was in foreign exchange, noted earlier [VS 
1995/3) The wide gap between the level of 
real income and real consumption and a 
fortiori between the former and real wages 
impl es a massive redistribution of income 
in favourot the ‘entrepreneurial’ (quitcoften, 
criminal) sections, which could afford to 
save Clearly, these were not invested in any 
productive manner, or else investments 
would not have collapsed 
Unemployment _ Starting lrom nil in the 
Soviet penod, unemployment in Russia has 
assumed significant proportions The 
‘registered unemployed numbered just 
69,000 in January 1992, and swelled to 1 8 
million in February 1995 The number of 
those ‘out of employment’ (available and 
seeking work) was significantly higher, the 


governmertafttnateofO.5 milhon in January 
1992, rising to 2 0 milhon at end-1994 (RBT 
April 1995), is far lower than Goskomstat’s 
end-year figures of 3 6,4 1 and 5 3 million 
respectively for 1992-94 [VS 1995/3] This 
conventional definition of unemployment is 
nevertheless misleading for Russia today 
(and probably most other countries as well) 
For, her state-owned enterprises (SOE) have 
not formally retrenched workers on a scale 
comparable to the fall in output, many 
workers on the payroll do not attend factories, 
others receive wages months later and still 
others prefer to get a fraction of normal pay 
rather than be formally out of work Hence, 
there is a new category of persons 
‘involuntarily working part time or on 
compulsory unpaid leave or with partial 
maintenance of wages their numbers at the 
end of the years 1992 94 increased from 

1 7 million to 4 8 million the corresponding 
percentages against the labour force being 

2 2 and 6 4 respectively [Ryzhikzova and 
Fidlcr 1995 ECE 1995 111] If one adds 
up the last two categories, the unemploy¬ 
ment rate comes to 11 9 pa cent, which 
equals the altemativee&um iicof the Russian 
opposition but the government stuck to a 
low figure of 4 per tent |Weir 1995] Tbs 
is high bv any yardstick A direct comparison 
with west Europe is not feasible in view of 
the much higher unemployment benefits 
there, and the pittance offered to Russians, 
as noted below 

It is often said that the unemployment rate 
has been much higher at 2 5 per cent fot 
women than for men (1 3 per cent), and tbil 
the axe fell more heavily on women’s thai 
on men s jobs [ECh 1995 113) The Russia 
Women s Part) made a similar claim Bn 
that is true only for the registers 
unemployed Out of 4 9 million unemployed 
at end October 1994, according to th 
conventional definition, the majority of 5 
per cent were men [Ryzhikzova and Fidk 
1995] 

The Russian government claims to hav 
an adequate safety net (RET, vol 2/1, p 30 
this is not true In spring 1994 the MSL wt 
calculated at 53,945 roubles, but th 
minimum unemployment benefits wo 
14,642 roubles, or just 27 per cent of tl 
former [Tchenna 1994 605] Available f< 
a maximum period of 12 months, tl 
unemployment benefits are fixed at 75 p 
cent of the previous wage during the fit 
three months of unemployment, tl 
percentage goes down to 60 for the next ft 
months and to45 during the last five moMt 
While there is no ceiling, the minims 
* benefit is put at the official minimum W|) 
During the third quarter of 1994 the avers 
unemployment benefits were a mere i£( 
cent of current wages in December 1$ 
the MSL was estimated at 1,45,000 rouUl 
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which wa$4l per cent of the average wage; 
but the official minimum wage was pegged 
at 6.3 per cent of the average wage or 15.5 
per cent of MSL (ECE 1995:118-19). 
Actually, the minimum wage is a misnomer; 
hardly any woricer receives such a low pay, 
and it is used to calculate the minimum 
unemployment benefit. 

Low levels of benefits and rather short 
duration were supposed to ‘induce’ the lazy 
unemployed to search vigorously for jobs. 
Citing surveys since 1989 in east Europe, 
Boeri (1995) found no evidence that the 
policy was effective. Quite often the previous 
job of the unemployed had a low pay, and 
even the private employers who enjoyed 
wage subsidies for recruiting from the pool 
of registered unemployed, shunned them. 
As a result, there is a particularly distuibing 
trend: many persons are unemployed for a 
long period of 12 months or more; they may 
drop out of the labour force altogether, 
reducing potential output owing to the 
‘hysteresis’ effect. School leavers are often 
without a job, and could remain so 
permanently. The proportion of long-term 
unemployed is rising in east Europe, and the 
average is now 40 percent of the unemployed 
(ECE 1995:11). In Russia at the end of 1994 
this proportion was rising, but still much 
lower than in east Europe, among the 
unemployed men only 15 percent, and among 
women 22 per cent, were without work for 
one year or more [Ryzhikzova and Fidler 
1995]. ‘Ultra-flexible* real wages, high hiring 
rate and low unemployment benefits even 
in comparison to east Europe, lead to 
relatively low retrenchment rates in Russia, 
according to Layard and Richter (1995). 

The latter also remarked that workers were 
poorly organised in the face of the calamity. 
In 1992 only 27 strike days were lost per 
1,000 workers in Russia, against an average 
of 100 in Poland in 1990-92, and an OECD 
average of 340 in 1983-92 or 110 in 1992 
atone. 

V 

Demographic Scene 

The worsening demographic situation in 
: Russia is of great concern within and outside 
the country. The ‘natural growth’, excluding 
migration, m total population declined 
steadily in absolute numbers from 7.1 
i million during 1961-65 to 3.6 million 
i during 1986-90. it turned negative for the 
first time at 0.21 million in 1992 and the 
shoitfall of births reached 0.92 million in 
1994(Vishnevskii 1995:37; Yelizarov 1993; 
i SEP 1994). 

In the Gorbachev years the mortality rate 
per thousand of the population crawled up 
from 10.5 in 1987 to 11.4 in 1990; by 1992, 
the year of the ‘big bang’, it reached 12 2, 


and rose steeply to 15.6 in 1994. Thus the 
mortality rate is nearly 50 per cent higher 
within a span of just six years. 
Simultaneously, the Russian birth rate fell 
just as precipitately from I6.0in 1988 to9.4 
in both 1993 and 1994, or by over 40 per 
cent [SEP 1994; UN Monthly Bulletin of 
Statistics May 1995]. 

It is impossible to find any peacetime 
parallel for a catastrophe of this magnitude 
anywhere in the modern world. Even during 
the second world war the mortality rate, 
excluding military casualties and deaths in 
war-torn zones, was not much higher than 
in 1939 in the west and central European 
countries like Belgium, Czechoslovakia, 
France, Italy, the Netherlands or Germany. 
Nor did the birth rates fall so much, it* at 
all [Mitchell 1975]. 

The rise in Russian mortality rates has led 
to a sharp drop in life expectancy, especially 
for men. In 1986-87 the average for both 
sexes reached the magical 70 years, including 
65 years for men, and 75 for women, there 
was little change till 1989; by 1993, the 
respective numbers were down to 65.59 and 
72, and changed little in 1994. In many parts 
of rural Russia, even around big towns like 
Novgorod, Leningrad, etc, men's life 
expectancy is below 55 years [Brui et al 
1995; Microcensus 1994]. Men in Russia 
today live no longer than their counterparts 
in low-income developing countries, though 
women do 

The demographic situation is compounded 
by the fact that Russian women want fewer 
children than before. The total fertility rate 
(TFR), i e, the numberof children per woman, 
fell from 1.9 m 1989 to 1.7 in 1994. A TFR 
of less than 2 0 indicates a declining 
population m the long run. Moreover, the 
rate of abortions has been quite high of late. 
Thus in 1992 there were as many as 3.5 
million registered abortions, or 2.25 times 
the number of live births; the latter ratio was 
also high at 1.64 in Ukraine, and 1.17 in 
Estonia, as against 0.2-0.3 in France, the 
Netherlands and Sweden [Vishnevskii 
1995:39-40]. 

No less disturbing was the phenomenon 
of de-urbanisation, reversing the trend 
established since the first census of the 
Russian empire nearly a century ago. Over 
the three years, 1991 -93,the urban population 
fell by 0.7 million, and the rural population 
went up by 0.6 million. Apparently, it was 
easier to survive in rural, than in urban areas 
(Yelizarov 1993]. Wegren (1995) also 
explored the nature of the migration into 
rural areas; apparently the migrants did not 
join agricultural enterprises since workforce 
in this sector fell 15 per cent during 1991- 
93. Some believe that this trend has been 
arrested. Without going into details, I may 
only note that while the overall Russian 


population Ml by 1,23,800 to 1994, it 
increased in rural areas by 53,400. Hence 
it appears that de-urbanisation continued in 
1994 [SEP 1994]. 

Coming to the morbidity rate per one lakh 
of population, it has not gone up since 1991, 
and was indeed a little lower in 1994. What 
isdisturbingistherisingincidence(estiinated 
from January-November data) in 1994 
(against 1991) of tubercblosis 41.7 (34.0), 
diphtheria 25.3 (1.3), whooping cough 32.4 
(20.8). German measles 251.1 (141.0), and 
syphilis 76.6 (7.2) [VS 1995/3:84]. All these 
are indicative of penury and worsening 
medical facilities. 

It would be foolhardy to attribute all the 
negative trends to the current reforms. First, 
the Russian population is ageing, which 
should lead to a higher mortality rate; the 
percentage of elderly people (60+ years) 
went up from 18.5 to 20.6 of the total 
population in 1989-94. However, a closer 
look at the statistics does not support the 
hypothesis of Vishnevskii (1995:41) that 
higher mortality is primarily due to ageing 
The working age group (15-59 years) 
accounted for two-thirds of the incremental 
deaths in the country during 1987-93, when 
the group-specific mortality rate shot up 
from 4.36 to 7.41 per thousand, or by 70 
per cent, the number of deaths among the 
old increased by a small 13 I per cent 
Moreover, within the working-age 
population, the mortality rate was four times 
higher for men than for women [Brui et al 
1995J 

Secondly, the medical facilities dunng the 
Soviet penod, especially after the 1960s, 
were unable to cope with the changing pattern 
of diseases, especially the higher incidence 
of ‘modern* diseases in the circulatory 
system, tumours, etc. The overcentralised 
system, lack of modern medicines and 
equipment, and other factors were responsible 
for the deteriorating conditions in the 1980s. 
But these were aggravated by the socio¬ 
economic and fiscal crisis in the post-Soviet 
era. Thus in 1990-93 the number of hospital 
beds fell by 7 per cent, and ambulances and 
polyclinic facilities by 5 percent; theaverage 
number of visits to doctors and sanatoriums 
also fell. 

How does one explain the enhanced 
mortality rates? The most dramatic increase 
during 1987-93 was in respect of 'unnatural* 
deaths, namely alcoholism, suicide, murder 
and road accidents which together accounted 
for 15.8 per cent of deaths in 1993, ora 130 
per cent rise in the number of deaths during 
1987-93. Citing a WHO survey, the hyestiya 
(7.4.93:1) noted that Russia in 1992 had the 
dubious distinction of reporting the largest 
number (among all countries) of deaths due 
to ‘unnatural’ causes like shock!, poisoning, 
violence, etc; the number of premeditated 



murdeftttie sharply to 23,000. By ooitfrftft, 
in the Soviet days the country used to be 
at the bottom of the WHO list. 

Gilman (1994a) has explored the factors 
behind the demographic ‘katastroika’, i e, 
catastrophe arising out of Gorbachev’s 
perestroika. Without questioning the 
seriousness of the environmental problem, 
he dismisses environmental degradation 
over the past decade as a proximate cause 
of the higher death rate. The ultimate causes 
are basically three-fold: the sudden 
impoverishment of the people, poorer health 
facilities, and the attendant socio- 
psychologicai stresses. As seen earlier, real 
wages and pensions have fallen, the numbers 
of the poor and the unemployed have shot 
up. and people often take up multiple jobs 
to survive. All this makes life extremely 
strenuous; even with better health care, 
mortality and morbidity should have gone 
up. 

Recent Goskomstat statistics on pollution 
strengthen Gilman’s case. The quantum of 
solid matter discharged into the air from 
‘stationary* sources fell by one-third from 
31.8 to 21.5 million tons during 1991-94 
(reflecting the debacle in industry), that of 
polluted water hardly changed from 28.0 to 
27.1 billion cubic metres, but atmospheric 
pollution from ‘moving’ objects (vehicles) 
increased rapidly to equal that from stationary 
sources (SEP 1994). Needless to add, this 
last is evidently a by-product of the current 
policy regime. 

VI 

Conclusion 

On the new society in Russia, the great 
novelist, Alexander Solzhenitsyn, for all his 
anti-communism, wrote in the New York 
Times (28.11.93): “The current nascent 
capitalism, fraught with unproductive, savage 
and repulsive forms of behaviour, the plunder 
of the nation’s wealth, the likes of which 
the west has not known...[has resulted in a] 
nostalgia for the ‘equality of poverty’ of the 
past” (Cited by Cline 1994:168]. 
Solzhenitsyn, one may recall, was forced 
into exile from Brezhnev's USSR, returned 
to Yeltsin's Russia, but refused to stay on. 
He was repulsed not only with what he saw 
there, but was just as disgusted with the 
west’s cynical help in the plunder of his 
motherland. 

Not only in Russia, but also in most parts 
of east Europe, the output fall after the 
reforms was more dramatic and persistent 
than initially projected by policy-makers 
and neoliberal academics [Rosati 1994; 
Portes 1994:1178], Social conditions as 
reflected in real wages, unemployment, 
poverty, inequality and criminality have 
worsened no less. 


In ofie tttuntry after another the 
'discredited* Communists are returning to 
power, which underlines the unsettled 
character of the post-Soviet regimes. Well 
before the election to the Russian Duma, a 
nationwide survey of over 4,000 Russians 
conducted by American pollsters, showed 
that: (a) “an overwhelming majority of 
Russians distrust their government and are 
deeply unhappy about the country's current 
political and economic state.” (b) “The 
Russian president Boris Yeltsin and his 
government are likely to be rejected in 
forthcoming elections by a population that 
wants to reverse market reforms and believes 
its leaders are corrupt” (emphasis added). 
Reporting these findings, The Financial 
Times (reprinted in Business Standard , 
30.9.95) added: “Some western advisers have 
urged the Russian government to push ahead 
with tough economic reforms, arguing that 
bringing down inflation and introducing a 
tree market economy in the place of the 
discredited communist system enjoy broad 
popular support and would be rewarded at 
the ballot box. But the poll suggests the 
opposite is true.” 

Who designed the package of reforms? 
There is a widespread belief in east Europe 
and Russia that the Fund-Bank, goaded above 
all by the US. called the shots. True, in 
Poland it was commonly called the 
Balccrowicz Plan, named after the then 
finance minister, and Sachs (1995) pul 
Balccrowicz in the roll of honour alongside 
Germany’s Schacht in the 1920s and Erhard 
in the post-war days. One must admit that 
Margaret Thatcher was lionised in the late 
1980s by both Rakowski, the Communist 
prime minister, and Walesa, the Solidarity 
trade union leader. According to Kolodko 
el al (1 992: ch 4), ‘the new economic package 
presented by the new [post-Communist] 
government was, to a large extent, a 
continuation ot measures which had been 
already earlier (rid) taken.’ But Kowalik 
(1994) informs us that it was Sachs’ who 
persuaded the Polish government to accept 
the most ‘radical* of the three variants that 
the IMF team had put forward, against strong 
opposition from important cabinet ministers. 
Later, Balccrowicz came under attack, and 
was eventually removed from office despite 
his public threat that further aid from the 
west would dry up after his exit from the 
government One wonders whether Sach’s 
eulogy for Balcerowicz is not a euphemism 
lor self-glorification. For Russia, Eitman 
(1992) underlined the decisive role of prime 
minister Gaidar in 1992; Portes (1994:1182) 
concurred. 

As individuals, neither Balcerowicz nor 
Gaidar had any political support base in their 
respective countries. Not only in ex-socialist 
Europe, but in all developing countries, the 


FudcLBaiik policies have been implemented 
by the governments that are often 
democratically elected, e g. South Asia, 
Brazil, Mexico, etc. Yet the standard 
‘conditionalities’ attached to each 
programme are such that the national leaders , 
have very little choice - once they feel that 
they cannot survive politically without such ; 
aid; the Fund-Bank have used this leverage : 
over the last decade and a half. As many - 
critics have argued, the conditionalities were 
not envisaged in the original chatters of the 1 
IMF and the World Bank, and took concrete ‘ 
shape only in the Thatcher-Reagan era. Just * 
as a bank bailing out a defaulter imposes its 
conditions, so do the Fund-Bank. It is in this 1 
sense that the reform package in east Europe 
and Russia is rightly considered an imposition 
from outside. 

While offering $ 10 billion in loan to 
Russia in February 1996, the IMF put several 
conditions. Among these are: (a) “A major 
initiative toward the expeditious implement¬ 
ation of key structural reforms to enhance 
prospects for sustained growth and to make 
truly irreversible the move toward a market 
economy... continuing progress with 
privatisation; further trade liberalisation, 
including the elimination of remaining 
exports duties ; and the initiation of a bolder 
agricultural reform strategy." (b) ‘The 
programme will be monitored very carefully 
- on a monthly basis as under the stand¬ 
by arrangement during 1995" [IMF Survey 
4. 1.96:1 ] (emphasis added). Later Reuter 
reports {The Economic Times 28-29.3.96), 
reveal that Russia’s proposal to raise tariffs 
and protect domestic industry was rejected, 
and instead she agreed to reduce tariffs by 
one-third in the next three years: if a new 
Communist government after the June, 
1996 elections reverts to trade and other 
restrictions, the IMF loans will dry up. And 
yet the IMF considers that it is not taking 
any sides in Russia’s presidential elections! 
It has been estimated that the abolition oi 
export duties on oil, gas. etc, will deprive 
the government of 17 trillion roubles it 
revenue; to compensate for it excise dutid 
will have to be raised substantially acrow 
the board [NFR 29.3.96], which will fun 
inflation, and reduce effective deraad 
within the country. This should end Um 
debate about who masterminded the 199! 
reforms. 

There is another disturbing phenomenoi 
of which many have been aware, and sovty 
may have also written about it. I quote frolp 
Portes [ 1994:1178): “Those who remaind 
academics rather than advisers fiavj 
adjusted expectations [after the refoefli 
led to a sharp fall in output], looked fiq 
new models, may even have changed viewi 
Some participants with major sttidk 
maintain there was no better alternate 
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and claim vindication in the first sign Off 
recovery... there is astriking lack of academic 
detachment in some of the ex post 
rationalisations and special pleading that 
appear not just in newspapers, but also in 
theprofessional journals'* (emphasis added). 
This is not entirely new; many of the new 
propositions in the last two decades of 
‘mainstream 1 economics on anti-trust policy 
in the US came from professionals who 
received strong material support from the 
potential beneficiaries (large corporations) 
as Dasgupta and Stiglitz [cited in Stiglitz 
1995:120] observed sometime ago. Many 
highly vocal critics of rent-seeking by policy¬ 
makers and entrepreneurs in import- 
substitution regimes and planned economies 
are in fact pursuing their own vested interests 
With lavish funds from the Fund-Bank and 
a host of other agencies at the service of 
precisely those OECD-based transnationals. 

Leaving aside ethical issues, 1 believe, 
however, that the liberals and the Fund- 
Bank are extremely short-sighted even from 
the narrow economic standpoint of 
industrialised countries. An impoverished 
Russia or east Europe can in the long run 
buy very few goods from the west, and will 
help to accentuate the recession in industrial 
countries. A far more imaginative world 
economic order than the present one is 
required to unleash forces of growth with 
social justice everywhere. 

[This is based on the Krishna Bharadwaj Memorial 
Lecture delivered at the Annual Conference of 
the Indian Economic Association at Chandigarh, 
December 28-30, 1995. I am indebted to A K 
Stngha for research assistance and to the CMOS, 
Indian Institute of Management. Calcutta, for 
project funds.] 
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Equitable Sustainable Development of Gujarat 

KiritSParikh 

While Gujarat is one of the richest states in the countr\ in terms of per capita int onu in terms of the social indicators 
of mortality and education its performance has been only modest Against this background the author addri sses some 
of the issues that art likely to arise in Gujarat's development over the coming year s He first rt viens in some what greater 
detailGujaiat' sachievementm health , educ ationandpo\ert\ alleviation and the state ofits <n\uonment and then examines 
the notion of sustainable development and what it means for Gujarat The paper c oncludt s it ith some goals for Gujarat 
for the year 2000 


I 

Gujarat's Progress; A Lot Has Been 
Achieved but Not Enough 

GUJARAT is one of the richest states in 
terms of per capita income of the country 
While Gujarat s per capita income in 1991 -92 
is above the all India average it lags behind 
that of Punjab Harvana and Maharashtra 
1 he annual gi owth rate of per capita net state 
domestic pioduct has been 3 per cent oyer 
the 1980s (see 1 iblc 1) However it was 
lower than that of seven states among the 17 
larger states of India 

In terms ot social indicators of mortality 
ind education our informante is modest 
In Table 2 wc pit sent achievement ranks ot 
ddfeient state* in these ireas In spite ot us 
high rank in per capita income m mortality 
md hie expectancy Gujarat is below average 
Us rank tor education is below, its rank tor 
income Hus indicates that Gujarat has not 
done enough in providing social serv ices and 
has gi\en a relatively high priorit) to eco¬ 
nomic development This is turthcr reflected 
in Table 3 which shows some attributes ot 
housing conditions and living environment 
Of course it is likely that Gujarat s economic 
performance reflects more the initiative and 
drive of its people ruher than the achieve 
ments of the various governments it has had 

Underthe new regiment liberalisation the 
enuepi cncurial abilities ot Gujaiatis w ill ha\ e 
a tree hand One c ould expect a much more 
rapid growth ot Gujarat s economy provided 
ot course that the government ot Gujarat 
plays its pan and la'tlitatcs mdustnal 
development by providing infrastructure and 
removing procedural hurdles and bureauc ratic 
obstructions 

Given this history ot inadequate emphasis 
on social services, environment is also likely 
to be neglected in Gujarat IJndci the new 
liberalised legimc, the threat to Gujarat's 
environment may be particularly severe and 
needs to be assessed and a strategy of 
sustainabledevelopment needs to be evol ved 

I propose to address some of the issues 
that an&e m Gujarat's development over the 
coming ycais 1 first review m somewhat 
greater detail Guiarat's achievement in health, 
education and poverty alleviation and the 


state ot its environment Then I examine the 
notion of sustainable development and w hat 
it means tor Gujarat 1 conclude with some 
goals tor Gujarat tor the year 2000 

11 

Health, Education and Poverty 

LlTTRAf N AND EnROIVUM 

Gujarat s performance m litciac) is poor 
and it can ind should do much bettci In 
terms of crude literacy iates (i c including 
children below five m the denominator 
Gujarat s rank among stales has remained 
essentially constant (see Table 4) 

While Gujarat s literacy rate is above the 
all India average it is way below that oi 
Keiah and Gujarat ranks only 5th or 6th 
among the states As a 3rd or 4th richest 
state and with itsGandhian heritage it should 
ha\ c done much better 

Also when one looks at the differences 
between districts in Gujarat, the situation 
looksesen more unsatisfactory (see Table S) 
The literacy rate in Banaskantha, particularly 
temalc literacy tate, should be a matter ot 
shame tor Gujarat 

Gujarat has started total literacy c ampuigns 
(TLCs) in selected districts A post campaign 
survey [Visana Kumar and Cumber 190*) 
however showed its very limited etfec ti veness 
Nearly 56 per cent ot the enrolled ictused 
to take tests cithei because they had not 
learned to read or w nte at all or had completely 
forgotten what they had learnt Ot those who 
took the tests a sizeable number had already 
lecei ved toi mal education dunng c hildhood 
Overall about 12 per cent of all the enrolled 
learners included in our ir-depth study had 
learned to read and about 28 per cent had 
learned to wnte 

What this tells us is that TLCs have to be 
repealed with bettei efforts at motivation and 
method* It also underlines the need tor 
avoiding adull illiteracy in the tuture by 
effective universal education ot children The 
school attendant c rates Table 6, do show that 
wc have Hill some ways to go The actual 
attendance ot primary school age 6-10 does 
not account tor those 6-year-olds who will 
join school next ycat Thus the percentage 


of thildrtn eventually attending primary 
school m iy be higher than the figures shown 
in 1 able <> V ct iht poor attendance of girls, 
particularly m tuial areas should be a matter 
of serious concern 

1 Jut anon rill tht age of 14 must be made 
compulsory We must I ind ways to compen¬ 
sate p< >orer f ami lies tor the i r forgone income 
when the ch Id attends school rather than 
pc mm them tiomasenseof misplaced com 
passion to take the child away fiom school 

The importance ot hteiacy is now widely 
i cc ogmsed A literate labour force is essential 
tor rapid industrial development Female 
literacy is lound to be critical for reducing 
both infant mortality and total fertility Thus 
investment in 1c male literacy has a very high 
social return The estimated equation for 
infant mortality and total fertility rates areas 
follows 

I IMR - 10 488 lOSK^FLR 

(10 5()9j (-2 2692) 

r - 0 8112 
dof = 11 

-0 189$ SI PHL -00927H SDP 
( 3 6942) M) 40779) 

RHO = 0 65995 
i 3 40199) 

1 7TR - 5 *74* KM34I b FLR 

(20 785) ( 17 666) 

r = 0 9147 
dot =12 
■0 0416581, DHL 
(-1 7214) 

RHO = 4)61192 
l-' 99646) 

(tigures in brackets arc t statistics) 

IMR = Infant Mortality Rate (death/!,000 
births) 

FLR = Female Literacy Rate (15 years and 
above - m per cent) 

PHE = Pei capit aPnmary Health Fxpenditure 
m Rupees 1980-81 pnccs 
SDP - Pci c apua state domestic product m 
Rupees at 1980-81 pnccs 
RHO = T irsl order auto-correction term 
TFR = Total Fertility Rate(numberol buths 
pei woman over her child-beanng 
yeaisj 

1 he si msiic s and T tgures 1 a and I b show 
the relationships to be significant 
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Cross-section data from the National Family 
and Health Survey (NFHS) earned out in 
1993 support these time series regression 
Table 7 clearly shows that the mother's 
literacy reduces infant mortality by half and 
i under 5 mortality by 40 per cent 

Of course illiteracy may be related to 
income status and part of the difference may 
be explained by income Moreover, IMR 
should also depend on neonatal, pre-natal 
and ante natal care The complexity of these 
inter-dependences and the difficulties in 
untangling the various effects are described 
in Jam and V*sana 1 1988) Nevertheless, 
given the provision ot health care facilities, 
an educated mother is more li kely to recognise 
the need tor medical care as well as be more 
assured ot her rights to demand it from public 
institutions Also even it female literacy has 
no impact on TFR or 1 MR it is still desirable 
in itself We must step up our efforts here 
Gujarat's performance m IMR and TFR is 
not particularly good compared with other 
States Figures 3 and 4 show this Clearly 
Gtfyarat should aim and achieve much more 
in this area We should aim to bring down 
IMR to less than 20 (Kerala s rate) by the 
year 2000 

State government expenditure on education 
in Gujarat on a per capita basis while higher 
Chan the all-India average, is lower than that 


1978 1980 1982 1984 1986 

Year 

in Punjab, Kerala and Maharashtra (Table 8) 
As a percentage of its net SDP it is less than 
4 per cent and Gujarat is onlv 13th among 
16 states listed in the table fre must raise 
this expenditure significantly to realise the 
goal ot compulsory education up to the age 
ot 14 years for boys and girls and to improve 
its quality 


rPovBrrr 

Anti-Pdvbrty Measures 

Even though Gujarat has been the 3rd or 
4th richest state in terms of per capita GDP, 
the level of poverty has been relatively high 
Table 9 shows estimates of poverty, head 
count ratios, in Gujarat over time 

The incidence of poverty is intolerably 
high for Gujarat The average figures for 
Gujarat hide regional variations The situation 
must be much worse in someof the backward 
districts of Gujarat We do not have 
distnetwiseestimatesof poverty but we have 
used the NSS 43rd round data to estimate 
poverty rates for five NSS regions of Gujarat 
Table 10 gives these estimates In Dry Area 
rural poverty reaches 47 per cent and urban 
poverty 54 per cent Saurashtra shows the 
lowest rural poverty but nearly highest 
urban poverty Nearly two million persons 
were below the poverty line m Dry Area in 
1987-88, a year in which the incidence of 
poverty was the lowest In 1992 poverty must 
have been higher 

Since the estimates of poverty are sensitive 
to the poverty line, we have plotted the 
cumulative distribution of persons for 
different MPCE levels in Figures 5 and 6 
It is clear that no matter which poverty line 
you use, lor rural populations the Dry Area 
is the poorest followed by the eastern region 
Even with a poverty line of Rs IOC) MPCE 
it still shows 25 per cent poor For the urban 
areas, around the poverty line of Rs 175 57 
MPCE, the Dry Area dominates and even 
with a poverty line of Rs 140it will still show 
more than 25 per cent poor 

What has Gujarat done to alleviate this 
poverty 9 Apart from the standard 
programmes NREP, IRDP, JRY PDS etc, 
two special programmes should be noted 


Table I Per Capita Net State Domestic Product (PCNSDP) at Factor Cost at 1980 81 Prk es 


PCNSDP CARG (Per Cent)* 

3-Year Average (Rs) 1970-71 to 1980-81 to 

T3B55I 1991-S5T 1980-81 1991 92 


1*380 

1,839 

Andhra Pradesh 

1 13 

204 

1,200 

1,915 

Assam 

-020 

5 10 

919 

1,142 

Bihar 

096 

341 

1948 

2526 

Gujarat 

206 

300 

2370 

3456 

Haryana 

229 

*00 

1704 

2J074 

Himachal Pradesh 

099 

199 

1776 

1587 

Jammu and Kashmir 

18 

015 

1528 

2,171 

Karnataka 

153 

282 

1510 

1586 

Kerala 

006 

206 

1333 

1588 

ModhyaPradesh 

-038 

141 

2,427 

3,440 

Maharashtra 

302 

389 

1331 

1,652 

Onssa 

051 

318 

2674 

3564 

Punjab 

286 

314 

1222 

1,717 

Rajasthan 

-021 

256 

1,498 

2056 

Tamil Nadu 

107 

196 

1278 

1,606 

Uttar Pradesh 

074 

104 

15U 

2J064 

West Bengal 

096 

242 


* Compound annual rate of growth based on trend regressions 
Source Based on data from Centre for Monitoring Indian Economy (1994) 
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; Pro g ra m me, The state government claims 
to hive successfully implemented this in 
two districts, Dangs and Gandhinagar in 
1993-94 and is set to cover 34 backward 
talukas, two from each district. During the 
Sixth Plan, the I G Patel Committee had 
identified 56 backward talukasof Gujarat and 
the government has been making additional 
allocation for these talukas since 1987-88. 

The second is the Food for All scheme 
under which, since August 1985, maximum 
3 kgs of foodgrains (comprising 2.5 kgs of 
wheat and/or coarse grains and 0.5 kg of rice 
are distributed per month at subsidised rates 
to the families whose annual income does not 
exceed Rs 5,000. The scheme is being 
implemented in all the 184 talukas of the 
state. Under this scheme, during the year 
1993*94 (April to September 1993). 32,202 
tonnes of wheat and 11,772 tonnes of rice 
were distributed at subsidised rates. 

Data for assessing the effectiveness of the 
FFA scheme and other public distribution 
programmes are not available for recent years, 
excepting the indirect question asked in the 
NSS 48 th round in which people were asked 
“did yoju have two square meals a day?” 
The results arc given in Table 11. 

These do show that 96 per cent of the 
persons got two square meals a day throughout 
the >car. In order to have a regional view, 
we have used the NSS 42 IH> round data to 
gauge the effectiveness of the distribution of 
cereals through PDS. Following the same 
procedures as in Parikh (1994). NSS zonewise 
tabulations were made The results are given 
in Table 12. 

It is seen that more than 60 per cent of 
the population does not get any cereals from 
PDS in the poorest region Dry Area. Also 
only 5.4 per cent rely fully on PDS for cereals 
and the value of the implicit income subsidy 
is only Rs 3.1 per person per 30 days, a very 
small subsidy indeed. 

The targeting effectiveness of cereal 
distribution is summarised in Table 13 where 
the data for the bottom 20 per cent of the 
households are given. Here also 59 per cent 
in Dry Area do not get any cereals from PDS 
and the 5.6 per cent who make all cereal 
purchases from PDS. the income support is 
only Rc 0.79 per person/30 days. 

In Table 14 we examine if the bottom 20 
per cent of households get more than their 
share of PDS cereals. It is seen in Table 14 
that the rural poor don't particularly get more. 
In fact, in Diy Area the rural poor get less 
than their percapitashare. However, in urban 
areas signricant targeting is seen in all regions 
butSaurashtra. We can conclude that in parts 
of Gujarat significant poverty persists and the 
PDS cereals distribution at least as far as the 
data for 1986-87 suggest, does not seem to 
provide much of a relief to them. 


StsterfE nriroa i tt eatiiG^i^ 

The air quality in the three large cities of 
The main environmental problems of Gujarat is shown in Table 15. The numbers 

Gujarat relate to air and water pollution, land in parentheses show the level of pollutants 

degradation and deforestation. as a percentage of acceptability norms. It is 


Table 2: Gujarat's Achievement Ranks Among 17 Larger States 



1970*71 to 
1974-75 

1975*7610 

1979-80 

1980-81 to 
1984*85 

1985-8610 

198990 

Modality 

Child mortality 

11 

12 

11 

11 

Infant mortality 

12 

12 

13 

11 

Education 

Primary to high school 

5 

6 

5 

6 

Middle to high school 

7 

6 

7 

5 

Per capita income 

4 

4 

3 

4 

Life expectancy at birth 
Human development index 

9 

10 

7 

6 

11 

5 


Source : Dima, Panda and Wadhwa(1994). 


Table 3: Living Environment in Gujarat 

Percentage distribution of households by housing characteristics, according to residence, 1993 


Housing 

Characteristics 




Urban 

Rural 

ToOl 

Electricity 

Yes 

88.3 

70.3 

76.6 

No 

11.7 

29.7 

23.4 

Source ofbathing/washing water 

Piped 

86.5 

52.9 

64.7 

Handpump 

4 

165 

III 

Well water 

2.9 

22.2 

15.4 

Surface water 

6.1 

5.9 

6 

Other 

0.6 

25 

UB 

Source of drinking water 

Piped 

88 

49.2 

618 

Handpump 

33 

17.1 

123 

Well water 

2.6 

26.7 

181 

Surface water 

33 

4.1 

31 

Other 

2.6 

2.9 

18 

Sanitation facility 

Flush 

68.7 

147 

33.7 

Pit toilet/latnne 

23 

2 

11 

Other 

0.1 



No facility 

29 

83.3 

641 

Type of hiel for cooking 

Wood 

22.5 

74 

55.9 

Cow dung cakes 

2.4 

6.8 

53 

Coal/coke/Iignite/charcoal 

2.9 

0.4 

13 

Kerosene 

29.2 

9.1 

161 

Electricity 

0.4 

0.1 

01 

Liquid petroleum gas 

42.2 

7.8 

19.9 

Other 

05 

1.7 

13 

Type of house 

Kachcha 

8.4 

43.9 

3L4 

Semi-pucca 

33 

36.7 

35.4 

Pucca 

58.6 

195 

331 

Place where livestock Is kept 

Inside the house 

I 

8.8 

6.1 

Outside the house 

8.6 

543 

381 

No livestock 

90.4 

36.9 

55.7 

Persons per room 

<3.0 

512 

45 

475 

3.0-4.9 

283 

30 

29.* 

5.0-6.9 

14.5 

16.6 

151 

7.04- 

5 

8.4 

71 

n- 

wmmb 

3 

34 

n 

Total percent 

100 

100 

M# 

Numberofhousehokls 

1360 

2515 

3875 


Source: Gandotraet a! (1994). 



Political Weekly May 11, 1996 



Figure 1 Inpant MortamtvTUte by State 
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FlCI RE 4 I otai Ffrtii jtv Ratl (TFR) bs Statf 
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to a severe adverse health impact of air 
pollution. Since more than 80 per cent of 
the rural households depend on wood and 
dung cake for cooking, the air pollution in 
kitchens, which are often poorly ventilated, 
must be very seuous indeed For each 
million megajoule of delivered energy, the 
bumingof wood for cooking emits 3,800kgs 
of particulates 250 kgs ol SO x , 300 kgs of 
NO x , 430 kgs of hydrocarbons, and 34 000 
kgs ot carbon monoxide [Smith 1987| 
These local pollutants are highly toxic in 
nature and cause diseases related to 
respiratory system, moreover, some of the 
hydrocarbon pollutants emitted by biofuels 


Tabu 5 Crude. Lih-racs Rati s and Rank amon* 
19 Districts of Guiarai 
(Rate in per cent and rank in brackets) 


Males 

Females 

District 1981 

1991 

1981 

1991 

Rural 




Gandhinagar 60 1 

78 1 

13 6 

688 

(i) 

(1) 

(D 

(1 

Banaskantha 11 2 

42 1 

89 

IS 6 

(19) 

(19) 

(19) 

<I9) 

Urban 




Gandhinagar 719 

801 

68 7 

704 

(I> 

(1) 

(I) 

(1) 

Banaskantha 618 

66 1 

17 4 

47. 

(17) 

(18) 

(19) 

(19) 


Sount VisanaPravin Cumber Anil indVisana 
I eela School i nrolmcnt Attendance 
Drop outs and Literacy in V* estem India 
Some Data on levels and Determinants 
Gujarat Institute ot Development Reseaich 
(GIDR) Working Paper No 41 

Tabi l 0 S< hoc i A rn vi>an< f 
(Peitentage of the dc facto household 
population 6 14 years of age attending sell x>l 
by age sex and residence Gujarat 1991) 


Male Female 


Age 

Urban 

Rural 

Urban 

Rural 

6-10 

898 

789 

844 

640 

11 14 

884 

78 7 

784 

579 

6 14 

892 

78 8 

818 

617 


Source Gandotraet al( 1994) 


I ahlf 4 Crudt Literacy Ratf and Guiarai \ Rank among 17 L arc tk States 

Males Females 

”1981 19p 1987 88 WT 1981 1983 1987 88 1991 


seen that air quality m none ot the three 
Cities is satisfactory The SO, level exc eeds 
the norm by substantial amounts in the 
industrial parts of Ahmcdabad and Baroda 
Both Baroda and Surat, for which we have 
data for three years show deterioration over 
time Similarly the NO x concentrations in 
much of Ahmedabad and Surat and parts 
of Baroda exceed maximum permissible 
levels 

The particulates cone entration is high in all 
the three cities but is particularly bad in 
Baroda reaching 464 per cent of permissible 
limit 

While data is available only for cities, the 
rural populations are a) so likely to he exposed 


Rural 

All India 

408 

450 

484 

Kerala 

741 

742 

808 


(1) 

(1) 

(1) 

Gujarat 

479 

491 

547 


(5) 

(7) 

(6) 

Urban 

All India 

658 

695 

723 

Kerala 

801 

83 3 

857 


(1) 

(1) 

(1) 

Gujarat 

686 

710 

742 

(6) 

(7) 

(8) 


474 

180 

220 

259 

254 

800 

641 

692 

730 

742 

(1) 

(1) 

(1) 

(1) 

(1) 

562 

241 

281 

312 

128 

(5) 

(6) 

(6) 

(7) 

(6) 

693 

478 

516 

559 

545 

83 6 

722 

762 

796 

787 

(1) 

(1) 

(1) 

(1) 

(1) 

714 

51 1 

545 

604 

576 

(7) 

(6) 

(7) 

(7) 

(7) 


Notes 1981,1991 Census 1983,1987^88 NSS 38th and 43rd rounds 
Sewn e Visaria. Cumber and Visana (1992) 


1154 


i 


Economic and Political Weekly May 11. 1996 




'JttkfcSif fikraMMtM 0(»BAt.> - 


RumJGujar*t,NSS43rd round 1987/88. 
All five regions separately. 



Figure 6: Monthly Per Capita Expenditure (Urban) 


Urban Gujarat, NSS 43rd round ) 987/88 
All five regions separately. 



like Benzo(a)pyrene(BaP), formaldehyde, 
etc, are carcinogenic. The annual exposures 
to these pollutants in the rural areas of Gujarat 
must be very high. 


Since most of the cooking is done by 
women, they, along with their young, home- 
basedchikirenareincloseproximity to sources 
and have high exposures to pollution from 


fheaefijc^ 

and subseqtjent adverse effects on unborn ) 
children in pregnant women and respiratory . 
diseases. Both of these phenomena in ■ 
developing countries are widely observed the ! 
latter leading to chronic lung diseases. 
Incidence of chronic cor pulmonale (a 
cardiovascular disease, that could be caused 
by smoking) in women has been observed 
to beabout the same as for men in India,! 

Table 7: Infant and Child Mortality by 
Background Characteristic of Mother's 

Education \ 

(Neonatal. infant, and under-five mortality by ' 
selected background characteristics for the \ 
10- year period preceding the survey, j 
Gujarat, 1993) j 

- ■ r r n *> 

Background Neonaud Infant Under-five! 
Characteristic Mortality Mentality Mortality ' 


Mother's education 


Illiterate 

57.1 

92.4 

128.8 

Literate<middle 

35.0 

48.2 

77.4 

Middle school 

27.3 

55.3 

64.7 

High school 

18 1 

255 

32.5 

Total 

46.3 

735 

103.8 

<20 

84.2 

120.6 

160.6 

20-29 

37.3 

62.6 

89.6 

30-39 

35.0 

59.6 

88.9 

Previous birth interval 



<24 months 

595 

94.8 

128.0 

2447 months 

30.4 

55.5 

865 

48+months 

18.6 

35.0 

57.4 


Source: Gandotra (1994). 


Table 8: Per Capita Expenditure on Education 
by Statf Government 


State 

Rs/Year 

Percentage of 
PCNSDP 

Goa 

. 760 

746 

Punjab 

338 

3.10 

Kerala 

334 

657 

Assam 

316 

6.21 

Maharashtra 

293 

3.15 

Tamil Nadu 

277 

5.38 

Gujarat 

272 

357 

Haryana 

269 

2.78 

Karnataka 

256 

4.04 

Rajasthan 

215 

5.11 

West Bengal 

220 

3.68 

Orissa 

220 

3.68 

Andhra Pradesh 

204 

553 

Uttar Pradesh 

162 

3.77 

MadhyaPradesh 

171 

3.60 

Bihar 

149 

452 

AU India 

232 

_J 

Source: CMIE( 1994) and RBI, Report onCurrenck 

and Finance. / 993-94 


Tablf 9: Poverty in Gujarat - Per Cent Below 
Poverty Line I 

1972-74 

1977-78 1983 

1987-88 1992 

Rural 46.35 

41.76 29.80 

28.67 345 

Urban 4931 

43.13 40.63 

39.63 39S 


Source: Planning Commission (1993) for alibi 
1992, for which the same methodology! 
used based on NSS 48th round data, V 
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although there wereonly lOpercent smokers 
among women against IS per cent among 
men* This has been attributed to their 
exposure m the kitchens to such pollution 
ball, 21 per cent ot deaths in developing 
countries were related to respiratory diseases 
a$ against 7 5 per cent m the developed 
countries 


Cost of Air Pollution 

Air pollution increases morbidity and 
mortality It reduces life of property as 
also its rental value The economic value 
of these could be significant Parikh, 
Pankh, Muraleedharan and Hadkar(1994) 
had made a preliminary estimate of 


** Monthly percapitaexpenditure 
Eastern Sabarkantha*, Panchmahals* 
Vadodara*, Bharuch*, Surat*, Valsad, 
*Dangs 

Plains Northern Sabarkantha* Mehsana*. 

Gandinagar, Ahmedabad, Kheda 
Plains Southern Panchmahals*, Vadodara*, 
Bharuch*, Surat* Valsad* 

Dry Areas Surendranagar. Kutch, Banaskantba, 
Mehsana* 

Saurashtra Jamnagar, Rajkot, Bhavnagar, Amrdi, 
Junagadh 

* Only some talukas are in the zone 
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than Chembui in 1992 So estimates of 
economic cost tor Chcmbur may have some 
relevance for parts of Ahmedabad 

Morbidity and mortality levels wcreielated 
to an pollution levels based on 
epidemiological studies which were 
fortunately available 

The cost of treatment and earnings lost for 
days ol sickness were estimated to obtain 
economic cost of morbidity 

To obtain a monetary value for excess 
mortality, one should obtain the value of a 
unit human life Economists have developed 
dil ferent approaches to am ve at such a value 
In the Human Capital Approach, the forgone 
income of the individual (consequent to his 
premature death taking average longevity for 
Mumbai as standard) discounted to present 
date is taken as tht value of life Taking 
Rs 2,500 as the monthly income (which is 
the average income for Mumbai for the > :ar 
1993), 26 years as the average age, 65 years 
as longevity at birth and 8 per cent discount 
rate, we compute a value of life as 
Rs 3,80,000 

\n alternative method of arriving at the 
value ot life is to estimate the voluntary risk 
taken by the individual for extra income For 
example, take two comparable Jobs A and 
B, having differential risks Because of the 
incremental nsk involved, the workers would 
ask tor an extra wage Once we have the 
quantitative figure of risk involved and the 
fraction of the di 1 fercnee in salary attributable 
to risk element (this is obtained from 
productivity studies) we can arrive the value 


this class of individuals are placing on their 
life in a statistical sense 
For tht present case, to illustrate the 
technique jobs of technicians hi cotton 


textiles as well as man-made textiles worn 
taken Using appropriate wage and nsk 
differentials, we amved at a statistical value 
bf life as Rs 2,87,000 

Yet another way of arriving at value of 
life estimates is to use the calculations 
employed by the Workmen Compensation 
Act Using income and age factors similar 
to that ot the Human Capitol Approach, we 
ornved at a compensation of Rs 2,10,000 

Based on only the excess mortality due to 
SO, (levels for which ore higher in Narol 
compared to Chembur) the estimated value 
of loss of life ranged from Rs 7 crore to 
Rs 124 crore per year 

The loss m property values was estimated 
based on a hedonic regression for housing 
demand from a sample ot 1,460 dwelling 
units it accounted for housing characteristics, 
location access to jobs access to schools, 
hospitals, etc, as also ambient pollution levels 
The coefficient for SPM was significant at 1 
per cent confidence level The annual rental 
loss was estimated to be Rs 13 4 crore for 
Chembur 

Based on property values of new 
construction in different parts ot Mumbai, 
the loss in property value ot flats seems to 
exceed Rs 100 crore This was a 
demonstration exercise and one should not 
lake these estimates literally It does, 
however suggest the need to deal with air 
pollution as a serious etc nomic issue 


Tabu 11 Distribitvon of Hou&fhoi ds by Pood Availabiiitt Si ah s in Rubai cnd Urban Arlas of 

Difflrfnt States 

(No per thousand households getting two square meals a da v) 


State 

Rural 


Urban 



Ruoughout Only Some Not Even All 

Throughout Only Some Not Even 

All 


Yiai Monthsof in Some 

Yeai 

Monthsof in Some 



Year Monthsof 


Year Monthsof 



Tear 


Year 


Gujarat 

% 6 1000 

964 

25 11 

1000 

All India 921 70 7 1000 

971 

21 4 

1000 

Souut 

NSSO( 1994) 





Table 12 EnwnveNfiss of Distribution ot Cereals through PDS 


Gujarat 

Esumaied No Purchase Partial Purchase 

All Purchases 



Population from PDS from PDS 

from PDS 



(Millions) (Per Cent of Per Cent of 

Subsidy 

Per Cent ol Subsidy 


Population) Population Rs/CapHOdays Population Rs/Tap/IOdays 


(a) Implicit subsidies from cereals purchased from PDS (rural population) in 1986-87 


Eastern 

41 

416 

150 

19 

215 

11 

Plains northern 

67 

621 

284 

23 

91 

28 

Plains southern 

30 

546 

226 

20 

227 

18 

Dry areas 

12 

620 

126 

07 

54 

11 

Saurashira 

60 

550 

304 

15 

147 

16 

(b) Implicit subsidies from cereals purchased from PDS (urban population) in 

1986-87 

Eastern 

03 

548 

115 

* 

118 

A 

Plains northern 

16 

754 

191 

20 

55 

20 

Plums southern 

20 

786 

160 

A 

54 

A 

Dry areas 

07 

660 

296 

A 

44 

♦ 

Saurashtra 

104 

55.2 

14.2 

16 

106 

25 


* Too few obsei v ations. 

Soun t Author v tabu'ation of NSS 42nd round data 
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Figure 8a River Narmada and hs Tributaries 


Figure 8b River Narmada and Its Tributaries 
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* Honzontal line and arrow demarcates the acceptable region 


Watfr Quality 

The situation with nver water quality is 
equally unsatisfactory Figures 7 to 10 show 
I the water quality for selected n vers at various 
points These figures are based on data gi vcn 
i mCPCB(1991) Hie dissolved oxygen (DO) 
seems to be at acceptable levels excepting in 
Sabarmati at Ahmedabad, where the DO 
reaches a level of 0 5 mg/1 (acceptable is 
i 5 mg/1 or more) Dissolved oxygen is 
essential to support aquatic life In terms ot 
biological oxygen demand (BOD) the water 
quality m all the four n vers and at most places 
Is unsatisfactory BOD reflects the level of 
i organic pollutants in the river and should be 
i less than 3 mg/1 

The worst situation, however, concerns 
Coliformcount This is way above acceptable 
1 level and reflects the untreated sewage that 
is put into our rivers Only a traction ot the 
urban sewage is treated even m our three 
main cities In the class 2 towns the situation 
is even worse (Table 16) 

) The total number of industrial units of all 
sizes m Gujarat is estimated to be aiound 
90,000 Ot these around 8 000 units are 
estimated to be having water and air pollution 
potential This includes about approximately 
830 units m large- and medium-scale sec tor 
and the others in small-scale sector 
1 The majority of the chemical and 
petrochemical units are located at the following 
sues 

• Baroda petrochemical complex area 

• Valia near Ankleshwarm Bharuch district 

• Hazira near Surat 


Most of the small-scale units are located m The State Pollution Control Board and the 

the 10 chemical estates established by the state government are alive to the problem and 
Gujarat Industrial Development Corporation have initiated and encouraged measures so 

Tam f 13 PDS Cfkfals Bottom 20 Per Cent oi Housfhoi i>s 

Gujarat Estimated No Purchase Partial Purchase All Purchases 

Population from PDS _ from PDS _ from PDS _ 

(Millions) (Per Cent of Per Cent of Subsidy Per Cent of Subsidy 

Population) Population Rs/CaprtOdays Population Rs/Cap/30days 


(a) Rural areas 

Eastern 

1705 

2962 

3843 

1 15 

3155 

3 12 

Plains northern 

1340 

5403 

4172 

209 

425 

404 

Plums southern 

0514 

6199 

3264 

073 

5 37 

3 10 

Dry areas 

1044 

5900 

35 *4 

027 

565 

079 

Saurashtra 

0633 

4360 

4692 

045 

948 

040 

(b) Urban areas 
Eastern 

0109 

2018 

74 31 

A 

550 

* 

Plains northern 

0971 

5129 

3821 

189 

1050 

138 

Plains southern 

0327 

4526 

4495 

* 

979 

* 

Dry areas 

0272 

48 16 

41 18 

* 

1066 

* 

Saurashtra 

0750 

4667 

4053 

184 

1280 

285 


Too few observations. 

Sourc e Author s tabulation of NSS 42nd round data. 


Table 14 Taroftincj Effectiveness of PDS 


Gujarat 


Prop of Quantity 
Reaching Bottom 
20 per cent of 
Households 


Prop of Population Prop of Quantity 
In Bottom 20 per Reaching Bottom 
of Households 20 per cent of 

Households 


Prop of Population 
in Bottom 20 per 
ofHousehold* 


Total 

0376 

025 

0266 

023 

Eastern 

0313 

024 

0386 

039 

Plains Northern 

0487 

027 

0229 

020 

Plains Southern 

0447 

017 

0261 

017 

Dry areas 

0717 

040 

026! 

033 

Saurashtra 

0280 

025 

0125 

011 


Sourt e Author s tabulation of NSS 42nd round data. 


t 

1 


Economic and Pobtteal WcfctOy May 





(Gurudeshwar) (Panetha) (Bharuch) (Chandod) 


«a 1980 ESSSS 1988 t%%l 1989 
* Horizontal line and nrrow demarcate the acceptable region 


Figure 8d: River: Narmada and Its Tributaries 



' fitotemec Cost idp Scml DatMuMinri 

The approach of estimating the value 
of changes in soil quality can be based 
on loss in productivity and the possibility 
of restoring soil quality through ameliorative 
measures as elaborated in Parikh (1990). 
The yield input relationship of a soil 
depends on climate, soil characteristics, 
inputs, genetic quality of seeds and 
cultivation practices. However, when one 
grows a crop, one not only produces that 
crop, butalso some associated environmental 
joint products. Some soil may be lost due 
to cultivation through erosion by wind or 
water, the addition of fertilisers may 
change the chemical composition of the 
soil, water flowing off from the field may 
contain chemical residues and so on. 
These joint products may change the 
quality of the soil and hence its future 
productivity in terms of yield-input 
relationship. 

Measuring quality by yield input 
relationship is cumbersome. One would like 
a simpler index. Operationally one can define 
it in many ways. Hence, we make a simplifying 
assumption that the impacts of inputs and soil 
quality on yields are seaparable. Thus yield 
is taken to be a product of a function of inputs 
and another function of soil quality 
parameters. The function f we call input 
response function and function g we call soil 
quality function. 

Y leld=f< inputs)g(soil quali ty parameters) 


that the water pollution is stopped. The main 
sources of waste water generation are 
municipal corporations and the G1DC 
chemical estates. It is necessary that all the 
infrastructure for the collection, treatment 
and disposal of the effluent at the*c locations 
are provided at the earliest to relieve the 
respective area from pollution. The progress 
in implementing these projects is very slow 
and it is necessary that immediate attention 
and top priority are given towards speedy 
completion of these projects. The ambient air 
quality needs to be monitored in large cities. 
However, the main contributors to pollution 
are motor vehicles who contribute more than 
industries. Thus air quality improvement is 
likely to be more difficult than improving 
water quality. 

The State Pollution Control Board’s efforts 
have been mainly for improving air and water 
quality. The formation of Gujarat Bcology 
Commission provides an opportunity to deal 
with environmental issues as a whole. 

Deforestation and Land Degradation 

Interim of deforestation, Gujarat with only 
10 per cent of its land under forests has one 
of the lowest proportion of land under forests 


in the country. Given the large dependence 
on fuel wood, the stress on forests would 
continue unless we take social forestry and 
free growing senously. Gujarat has made 
innovative beginning in these areas but the 
scale of effort is yet too small. 

Land degradation is yet another 
troublesome i ssue for Gujarat Salination along 
the coastal areas can damage large parts of 
Gujarat if overexploitation of groundwater 
which lowers water falls and leads to salination 
ingress continues. I did not find the data 
to determine the extent of such degradation 
for Gujarat. Some data for Kutch are 
available. 

A study commissioned by the Gujarat 
Ecology Commission by Babaria et al 
(1994) shows that 38 per cent of cultivated 
area in Kutch is salt-affected. In coastal 
areas the 98 per cent of the soil is identified 
as saline soil: 


No of villages affected 222 

Cultivated area (000 ha) 1264 

Salt-affected cultivated area (000 ha) 477 

Affected area as percentage of total 38 


Source: Babaria et al 1990, ’Problems of Water 
Harvesting and Management in 
Saurashtra'. 


Our first objective here is to obtain an 
estimate of the soil quality multiplier in 
terms of easily observable and measurable 
parameters. The amount or potential yield 
to profits forgone due to a lower value of 
soil quality multiplier is a measure of the 
cost of depreciation of soil. The assumption 
of separability in the equation is justified 
in Parikh and Ghosh (1991). 

For estimation of the soil quality function, 
we require extensive farm level information 
on the abovdqrarameters. An unique data 
source - the -Fertiliser Demand Survey 
(FDS), conducted for two cosecutive 
year - 1975-76 and 1976-77 over all 
points of India and covering some 21,500 
farm households provides such data. 
These data arc more likely the only large 
data set for farm level information on soil 
quality (soil colour, depth, texture, drainage 
and percolation rate); in addition, the 
respondents were asked to rank their land 
quality. 

The survey had collected information on 
all the six Of the above soil quality parameters 
for each farm: 

• Soil type (sand, loam, light clay, heavy 

clay) 
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Fiourf9c River Sabarmati and Its Tributaries 
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• Soil colour (red, black, grey, yellow) 

• Soil depth (less than f foot, 1 to 3 feet, 
more than 3 feet) 

• Soil salinity (ml, moderate, high) 

• Surface drainage (good, moderate, poor) 

• Rate of percolation (high, moderate, low) 
The estimated equauon for Gujarat is as 
follows 

Soil Quality = 7 58 
(8.76) 


+ 0.27 Sand - 0.21 Loam 
(.73) (-.63) 

+ 0.02 Light Clay 
(.06) 

- 0.02 Red + 1.02 Black 

(-.02) (1.3!) 

+ 1.55 Grey 

( 2 . 01 ) 

- 1.47* Soil Depth (<lft) 

(-4.92) 


- 0 09 Soil Depth (<3 ft) 

(-0 50) 

+ 1 33* Salinity Nil 
(6 61) 

- 0 69** Salinity High 

(-1 90) 

- 0 04 Poor Drainage 

(- 010 ) 

- (0 43**Fast Percolation 

(-1.76) 

- 0 07 Slow Percolation 

(-0 23) 

+ 2 88* Canal irrigation 

(5.12) 

+1 64* Well Irrigation 

(7 17) 

2 -007 log (Number of fractions) 
(-0 51) 

R 2 = 0 20 df = 1033 

() (-statistic * significant 

at 99 per cent 
** significant at 
90 per cent 

The variables excepting one for fractions, 
are dummys and take a value of 1.0 if the 
soil is of that type and 0.0 otherwise. The 
R 2 foralarge cross-section tsalso reasonable 
In fact, all the significant parameters are of 
the right sign. The salinity coefficients are 
of the right signs and significant 
The average soil quality for the sample was 
9.231. Also in the survey (in 19755-76) 
showed 40.2 per cent land with ml salinity, 
49.1 per cent with moderate salinity and 10 5 
per cent with high salinity. We don't have 
a recent survey to find out the change in the 
salinity levels. But the equation shows that 
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property resource. these, however* hmdk ’ 
down under the pressure of growing 
population and the onslaught of modernism. 
How do such social norms evolve will 
us too far from the theme of this paper. (For 
a non-techmcal description see Bojo, Maler 
and Unemo 1992.) 

Many environmental problems arise 
because the property rights over environ¬ 
mental resources are not clearly defined. 
Consider a village pasture that is able to 
support 100 animals. If there are less than 
100 animals in the village, then there is no 
stress. The number of animals may increase 
when the village population is increased or 
when an opportunity to sell milk outside the 
if 10 per cent ofland were to shift from nil commons [Hardin 1968] describes many village opens up. It would then be necessary 

salinity class to high salinity class, Gujarat's situations: traffic congestion in a city, over to restrict the number of animals to 100. This 

average soil quality will fall by 2.193 per use of groundwater, air pollution, river may be done, for example, by giving each 

cent. This means for the same level of inputs pollution and so on. One should however, family in the village a right to keep its share 

farmers would get 2.193 per cent less output, note that many traditional societies have of 100 animals, in a sense, one has given 

It should also be noted that this is a reduction evolved over time, codes of conduct which each family a right over a part of the output 

in the aveiage productivity of the state. For result in a sustainable use of their common of the pasture, 

the particular land that changes to high salinity 


the change m productiv.ty would be 21.93 w 15: A»Qu*um nAhmeda.au. B.koda anuScat m 1989 

percent. i Numbers in brackets show 100* level of pollutant/acceptable norm) 


II we take me gross value ot crop output 
in Gujaral to be around R$ 5,000 crore, this 
loss m soil productivity will amount to Rs 110 

(mg/cub.m) 


Mean 

So 3 

Max 

Mean 

No, 

Max 

Particulate 

Mean Max 

cmre per year. 

Ahmedatwd 









Cadillo. Naroi 

I 

55 

157 

36 

125 

327 

946 

IV 




(130.42) 


(104) 


(189.2) 

Equitable Sustainable Development 

L D RnggCollg 

R 

10 

50 

40 

149 

251 

527 





(62.5) 


(186.5) 


(26.3.5) 

Gujarat’s development has been somewhat 

ShadabenHosp 

1-C 

26 

114 

51 

261 

340 

772 

lopsided. Poverty persists, illiteracy remains 

GIDC, Narodu 

1 

25 

(94 58) 
113 

50 

(217.5) 

188 

232 

(154.4) 

514 

and environmental stress is increasing. What 




(102.66) 


(156.25) 


(102.8) 

should it do for a more equitable, sustainable 

AECO, Sabarmati 

1-R 

2D 

172 

37 

97 

363 

1105 

development? 




(143.58) 


(8042) 


(221.0) 

It is useful to understand what really leads 

Baroda 








to environmental stress, if we arc to fmd 

Bapod 

R 

IS 

110 

12 

60 

150 

929 

effective policies to stop it. 




(13725) 


(74.5) 


(464.5) 

Environmental problems arise mainly due 

GPCB 

R 

17 

138 

(172.63) 

12 

90 

(112.63) 

299 

754 

(377) 

to externalities. The damage a firm causes to 

IPCL 

I 

23 

140 

1) 

88 

292 

1106 

environmental quality is external to the firm's 




(116.25) 


(73.58) 


(221.2) 

profit and loss account. The firm may pollute 

Mukarpura 

I 

13 

207 

15 

82 

302 

902 

the air that air may make some persons sick. 




(172.67) 


(68.67) 


(180.4) 

but the firm does not pay for the damage it 

Nyayaman 

C 

18 

14.3 

16 

146 

413 

1077 

imposes on others. A farmer who misuses 




(118.83) 


(121.5) 


(215.4) 

fertiliser would pollute groundwater and a 

Surat 

A1R Bldg 

C 

19 

101 

33 

89 

378 

792 

neighbouring water body. But the costs of 




(83.92) 


(74.17) 


(158.4) 

eutrophication are not borne by him. He has 

B R C Udhana 

1 

28 

88 

39 

149 

161 

526 

therefore, no incentive to be different. In a 




(73.50) 


(123.75) 


(1051) 

sense, the environment belongs to all and 

SVREngg College R 

12 

62 

42 

167 

121 

526 

therefore, it belongs to no one. No one cares 




(77.75) 


(208.23) 


(105.2) 

for it as no one can by herself care for it 

A K Road' 

1 

31 

103 

45 

107 

210 

406 

unless all agree to care for it. A common 




(85.83) 


(89.42) 


(203) 


property resource, such as a village pasture, C * Commercial, I = Industrial, R * Residential, 
the village woods or the local lake, gets over * (May-Dec) 

used as each one feels, if she won’t use it. The following CPCB standards in mg/cu.m, have been used: 





others will. She would then graze as many 
animals as will maximise her profits. When 
every other user does the same, the pasture 
degrades and all suffer. Yet no one singly 
would act otherwise. This tragedy of' 



so, 

NO, 

SPM 

Industrial and mixed use 

120 

120 

500 

Residential and rural 

80 

80 

200 


Source: Central Pollution Control Board (1991). 
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ESS 1980 
1987 for Ukai 


E 7R 1989 
1985 for Ktthoic 


ESS 1980 W2& 1989 

1987 for Ukai 1985 for Kathore 


* Horizontal line and arrow demarcates the acceptable region. 


It should be noted that even well-defined 
property rights is no guarantee that 
environmental problems will not arise. For 
example, farmers who own their land, often 
, follow practices that degrade it. Poverty, high 
discount rate and ignorance may explain 
such behaviour. On the other hand, 
, monopolistic ownership of resources can 
also lead to its misuse from the society’s 
viewpoint. Thus, what is needed is not just 
well-defined but appropriate property rights. 
Of course, such rights should be enforceable 
, and secure if they are to lead to sustainable 
resource use. 

Policies for environmental protection 
should attend to these externalities and ill- 
.defined property rights that lead to 
environmental problems. Policies should 
internalise these externalities so that 
environmental costs of one’s actions are 
Dome by one. Tax policy can be a very 
jseful tool to do this. In some situations 
>ne may also need to use what is called 
command and control policies such as 
stipulating acceptable emission standards 
bran industry. Allocation of property rights 
:an be done, among others, through 
aliening or tradable quotas. 

What Is Sustainable Development? 

, We all want sustainable development. But 
ow do we define sustainability?'What do we 
lean it? How do we measure it? We all 
^cognise that along with the production of 
.tany economic goods are associated some 


m 


environmental bads. How do we equate the 
relative values of the goods and the bads? 
Brundtland Commission’s masterly draft 
[WCED 1987] defined sustainable 
development as "development that meets the 
needs of the present without compromising 
the ability of the future generations to meet 
their own needs” which is hard to improve 
upon. However, one needs to go beyond it, 
to give it some operational content to guide 
our actions and policies. This is bound to 
create some controversy but is unavoidable. 
We could however try to reduce the scope 
for disagreement. 

The difficulties of defining it are brought 
out clearly in Pezzey (1988), where in an 
appendix some 25 definitions related to 
sustainability, given by different persons/ 
groups are reproduced. 

In these various definitions of sustainable 
development that are advanced, the basic 
notions of inter-generational equity, 


preservation of ecosystems and species, and 
maintenanccof an appropriately defined capital 
stock are at the centre. While one can provide 
a definition that integrates all these concerns, 
such a definition is not likely to beoperational. 
To make it operational one needs to make 
some simplifying assumptions. These should 
be minimal and should not sacrifice the spirit 
of the notion. 

Wc can operationalise the notion of 
sustainable development and pose the 
problem for the current generation as follows: 
Maximise the present discounted value of 
utility over a time period of one generation 
only (say 20 years) subject to a sustainability 
constraint that requires that at the end of this 
generation, the production possibility set 
would include all the present production 
possibility set. 

The signiftcanceof this formulation require 
some comment. Different treatments for 
current and future generations permit us to 


Table 16: Sewerage Facilities in Gujarat's Cities and Towns 
Cities/Towns No of Projected Popu-Waste Generated Water Waste Water Treatment 



Cities/Towns lotion (million) 

MLD 

Capacity (MLD) 





Primary 

Primary and 
Secondary 

Ahmedabad 

1 

1648 

381.6 

-- 

3810 

Boroda 

1 

1.006 

137.60 

— 

81.0 

Nadiad 

1 

0.173 

18.16 

10.0 

-- 

Surat 

1 

1089 

138.02 

76.0 

— 

Towns 

23 

1.925 

12113 

43 

2015 


MLD=Million litres/day. 
Source: CFCB (1989). 
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CSSS 1980 2223 1989 

BS8 1987 for Ukai 1985 for Kathore 

* Horizontal line and arrow demarcate the acceptable region. 



have a different discount rate for flows within 
generation and between generations. And in 
fact, we need not specify any value for inter- 
generational discount rate. Wc i\in use a 
convenient aggregation such as until) lor 
comparing within generation options. A 
particular utility function specification may 
be more defensible for the present generation. 
Finally, we can exploit certain substitution 
possibilities by relaxing monotonicity 
constraints within the time periods of a 
generation. 

Ensuring that the production possibility 
set rather than utility is non-decreasing 
from one generation to another gets around 
the problem of variability of tastes and 
preferences across generations. It is also 
more general. While it does not fully exploit 
certain substitution possibilities on the 
consumption side, it increases the freedom 
of choice of the future generations and 
involves less value judgment. 

To operationalise the sustainability 
constraint in terms of production possibility 
set, however, means to ei aborate and esti mate 
a multiple input multiple output system. This 


is an ambitious task. One, therefore, might 
want to make some simplification. 

What I suggest is that we impose the 
sustainability constraint at the level of 
meaningful sub-systems, interactions 
amongst which are not very strong. The sub¬ 
system may be defined in terms of certain 
groups of resources which are substitutes of 
each other in the production of certain goods 
and services. Thus, we can look at agricultural 
land and water as one sub-system, the sets 
of fuels or energy resources as another sub¬ 
system and so on. 

It is my contention that this approximation 
makes the concept of sustainable development 
more practical. 

With these guidelines we can think of a 
sustainable development path [Parikh 1989] 
as one that leaves at the end of a generatio, 
say 20 years, such state of nature, resources, 
man-made capital stock, ski lls and knowledge 
that we can then produce as much or more 
of all goods and services that we are able to 
produce today. One may emphasise that 
though here we use a horizon of, one 
generation 20 years because of the terminal 


condition imposed^ we are, in fact implicitly 
accounting for the interests of all future * 
generations. 

Of course, one can think of many different 
paths which are all sustainable in this sense. 
Each of these will produce different outputs, 
use resources at different levels and may 
affect different groups in the society 
differently. 

Considerations of equity are important and 
may be used to assess and compare alternative 
sustainable development paths. This permits 
accounting for an explicit distributional 
objective and value judgment without 
confusing it with issues of sustainability 
which arc separable. 

Some Measures 

Thus Gujarat should develop in a way that 
preserves its environmental resources for the 
next generation. It should preserve, its air 
quality, its water quality, its soil quality and 
its forests. 

To manage air quality it should use both 
command and control as well as emission 
charge policies with possibilities of offsets 
and trade. For controlling n verwater pollution 
also a similar set of instruments may be used. 
For managing land quality wc need to 
undertake land development activities; for 
shaping, levelling, contour bunding and 
water harvesting works on watershed basis. 
Such works could be undertaken as a part 
of JRY schemes. Government should 
encourage panchayats to undertake such 
works by providing matching grants. The 
matching ratio depending on the 
backwardness of the taluka. We need to 
revive the spirit of self-help and remove the 
sense of dependance on government that we 
seem to have acquired. 

Small scale, local schemes for recharging 
groundwater will be needed in Saurashtra 
and Kutch. Even with the waters of Narmada 
large parts ot Saurashtra and Kutch would 
be short of water. Babaria (1990) has shown 
how water harvesting can meet nearly all 
of the water needs for the Kharif crop for 
most of Saurashtra. Similarly in Kutch the 
water harvesting potential may be larger 
than the Narmada waters that will come 
there. Of course, Narmada water is assured, 
but Kutch's rainfall is not. Raju (1992, 
1993, 1994) reports on water harvesting 
schemes implemented in recent years at 
costs which seem to range from Rs 6,000 
to Rs 10,000/ha of irrigation potential. It 
is not clear if he has inclutiedfhe costs of 
pumping out groundw^j^^orriot. Yet 
the schemes seem for a 

number of reasons: theyi|^fraiqp, they 
have a short gestation peftbtf%nd they are 
small schemes that can be undertaken by 
people themselves. 
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Similarly for other common property 
resources, such as village woods or pastures, 
the work of National Tree Growers' Co¬ 
operative Federation (NTGCF) has shown 
that with participation and democratic 
management structures, village waste lands 
can be planted, protected and turned i nto lush 
forests in just a few years. What is done is 
that property rights, also gets how much are 
clearly defined and the forest is allowed to 
regenerate. The NTGCF experiments seem 
replicable. 

For managing another common property 
resource, groundwater, defining property 
rights is difficult but essential. But enforcing 
behaviour within one’s right may be 
difficult. Those who have a more powerful 
pump get more of it, but they lose when 
a neighbour puts up a well nearby. One way 
to solve this i s to recognise that groundwater 
belongs to all and put a use surcharge on 
electricity used for pumping water 
(assuming electricity consumption is 
metered). The surcharge should accrue to 
the village panchayat which should use 
it for common purposes, road, school, 
clinic, etc. 

In all there we need understanding 
participation of people. People with some 
measure of self-confidence are more likely 
to co-operate. Education can create such 
self-confidence. Thus, we need above all an 
educated population. We must make 
education till the age of 14 compulsory. 
This is needed for giving the poor an 
opportunity to better their lot. Skills could 
be distributed with some degree of equity 
*- without a violent revolution. So we need 
education, for skills, for equity, for health 
and for reducing fertility. 

So I put these targets for Gujarat for the 
■* year 2000 

-[ • Reduce infant mortality to less than 20 

• Make primary education compulsory 
and have 100 per cent enrolment and 
retention 

• Clean up city air and river water. 

• implement a statewide effective employ¬ 
ment guarantee scheme such as ZUP or 
JRY and through it undertake watershed 
development. 
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‘Revisit Approach to Rural Dynamics 

Tbwards A Critique 

JJeyani^tti 

Restudies of villages are claimed to be a method of studying rural social and economic change over time. This 
note problematises the revisit method by pointing out its neglect of time as a medium with varying socio-cultural 
and historical densities . 


STUDIES on rural change gained pro¬ 
minence in post-colonial Indian academia as 
the Indian state assumed a modernising role 
in agriculture from the mid-1960s. Revisits 
and restudies emerged in this context as one 
of the methods to understand rural change. 
Studies adopting this method compare two 
or more sets of enumerations done at different 
points of time to capture change over time. 
My attempt in this note is to problematise 
the 'revisit' method m terms of how it, in 
pnvileging two or more points of time, 
standardises the variables under 
consideration as well as the quality of time. 
In other words, the note addresses the problem 
of using standardised calcndric lime and the 
consequent neglect of time as a medium with 
varying 'socio-cultural and historical 
densities' 

The note if. organised as lollows The first 
section gives a brief account of the revisit 
methodology. The subsequent sections 
problematise the standardisation of variables 
due to the adoption of a standardised time 
and draws attention to (i) the toss of context, 
(it) containment and reduction of meaning, 
and (iii) the 'emptiness' ot the intervening 
period. 

Before I proceed with my arguments, 1 
need to mention that this note is no more 
than a beginning; it poses a range of questions 
but does not offer answers. Answers, if ever 
possible, need to wait. 

I 

The origin of village studies in India dates 
back at least to the colonial era. The colonial 
state, in an effort to understand/mle (after 
all power and knowledge are closely related) 
the newly conquered Indian territories, 
sponsored Francis Buchanan as early as 1800 
to collect extensive information about, among 
other things, rural realities. The nationalists 
too, with their anti-colonial agenda, began 
studying rural conditions as a means to 
interrogate and contest colonial agrarian 
policies [Mukheijee I97K| 

In this ambience of overall tnterest in rural 
realities which was no doubt a product of 
the contemporary politics, academia too was 
drawn towards such studies. The best known 
of such academic studies from south India 


is the survey of 11 villages conducted in 
1916 by Gilbert Slater and his students from 
the University of Madras. 

The post-1947 Indian state began playing 
an interventionist role m agriculture, with 
changing policy strategies over time [Rudra 
1978]. This active interaction between the 
state and rural societies, with its complex 
and multiple consequences, constituted a 
new context of research for economists and, 
as a result, village studies got a new lease 
on life. 

A subset of these studies may be broadly 
termed 'restudies', given their specific 
methodological approach to understanding 
rural dynamics 'Restudies’ begin with 
certain 'base-line* quantitative data on 
selected aspects of the rural economy for a 
village After a lapse of 'some' time, a 
resurvey (revisit) is undertaken to collect 
quantitative data on the same set of variables 
'Hie subsequent data is compared with the 
‘base-line* data, and the increase or decrease 
in the observed values of selected variables 
between two time points are presumed to 
signify the ‘change* witnessed by the studied 
village Repeated visits are expected to 
provide nch insight into the 'change* that 
the village had experienced by locating the 
fluctuations and the trends in the quantitative 
data gathered dunng the initial visit and the 
subsequent revisits. Given this claim, 
'restudies' are treated as 'dynamic* m nature 
Tins stems from the basic premise that the 
method enables one to study a 'given' space 
across time 

II 

Revisit studies consider a minimum of 
two time points and locate the quantitative 
data in i time-space co-ordinate. The time 
points chosen are, as we have already noted, 
ealsndne time points. These two or more 
calenduc time points are located in a linear 
time scale. The linear time scale conceives 
of time as a sum of infinitesimally small but 
discrete units. Such an atomistic conception 
of the nature of time was mostly influenced 
by Newtonian calculus [Kem 1983:20], For 
our purpose, what is important is that the 
lineai time scale or calendric time is a 
standardised time in which change is treated 
as incremental. Incremental change could be 


positive or negative hinting at a progressive 
or regressive change. With such con¬ 
ceptualisation of time, quantification and 
companion become central to the mode of 
reasoning in the project of understanding 
change 

Adopting such a framework leaves the 
revisit studies in a bind. To begin with, «t 
has to opt for the 'right kind’ of variables. 
The universe of variables necessarily gets 
restricted to those variables which are 
amenable to measurement and hence 
quantification. Change being incremental in 
a linear time scale, it can only be in terms 
of quantitati ve changes. The non-quantifiable 
variables, the changes therein, and their 
interaction with the measurable and 
quantifiable, all have to he outside what is 
designated as relevant for the study In short, 
what is treated as variable is what varies in 
quantity over time, and the rest are 
unceremoniously evicted from 'reality'. Thus 
the restudies are from the very beginning • 
implicated in gross reducuonism. 1 

Here one has to look at such reductionism 
in terms of claims to objectivity. If the 
restudies claim to recover reality objectively, 
it is a reality which is already constituted 
by the authors themselves by allowing the 
quantifiable to be articulate and consigning 
the non-quantifiablc to silence. We hardly 
come across any self-reflexive awareness of 
the problem of 'objectivity* m restudies. If 
Arvind Das (1986:79) notes m his study of 
Changcl, *‘I have written the history of 
Change! quite aware of pitfalls and cannot 
claim that the history presented above is not 
a personal view, a subjective reconstruction 
ot the village" (emphasis added), it is one 
of the rare moments of sclf-reflcxivity in tilt 
career of rural studies. 2 But then his is net 
a restudy m the usual sense. 

Second, as the'revisit method consider! 
two or more time points in a standardise! 
linear time scale as grids to assembU 
quantitative data on disparate aspects o 
rural societies to be compared , it necessarily 
leads to the standardisation of the variable 
across different points of time so that thq 
can be compared. Standardisation 0 
variables, which is necessitated by this new 
to compare, is possible only when Ibra 
historically specific features at diffm 


Economic end Political Weekly May It, 1996 


m 



points of time axe ekased or ironed out In 
other words, what is historically specific 
needs to be transformed/reduced into the 
trans-histonc?l for the sake of companson 
Thus the standardisation of variables 
implicates the 'revisit* method once again 
into a deeper reductiomsm 
For instance in Vadamalaipuram A 
Resurvey [Athreya 1984), agricultural 
1 about ers are grouped under three categories 
-‘padiyals .permanent labourers and casual 
labourers - and their respective populations 
and wages are given lor the years 1916, 
1937,1958 and 1983 It is claimed that the 
padiyal system had disappeared by 1958 in 
Vadamalaipuram but the permanent and 
casual labourer systems continued to prevail 
even in 198^ Here first of all, without 
standard!sing/fixing agricultural labourers 
as padiyals permanent and casual labourers 
over a period ot six decades, it would not 
have been possible to compare their 
populations and wages at the various time 
points under consideration 1 After all, 
'sameness is the basis on which quantities 
can be compared The padiyal has to remain 
a padiyal till he disappears That is in the 
event of a zero value for a variable, that 
variable can only be treated in the restudy 
method as having disappeared not as has ing 
been transformed 4 As Vadamalaipuram A 
Resurve\ states 

By 1917 the system ot padi\al\ had 
disappeared although peisons belonging to 
the Chakkiliyar community were reported 
to be working as attached labourers of 
landlords (emphasis added) [Athreya 
1984 93| 

Interestingly instead of problematismg 
the standardisation of variables as reductive 
considerable ef torts are spent by economists 
in discussing whose standardisation is better 
[see, for instance Hamss 1989] On the one 
hand Hamss( 1989) compares the quantified 
values ot the variables of his own survey 
with the values of the variables collected by 
the state machinery to question the general 
conclusions drawn from the latter On the 
other Subramaman and Ramachandran 
(1982) attempt to reconcile’ dtffcnng 
definitions of census categories across time 
potnts so that they can be computed 1 

III 

Standardisation of variables be< ausethey 
are reductive and have rigid boundaries 
assigned to them necessan ly rcstnct/contain 
the flow of multiple meanings First of all, 
privileging of quantification inherently 
leads, m important ways, to the containment 
of meaning Let us take, tor example, the 
way in which agricultural labourers are 
represented in restudies Agricultural 
labourers, who carry multiple subjectivities 
and differing identities in real life, turn out 
to be mere faceless numbers in restudies 


They art reduced to the wages they earn and 
the number of days for which they are 
employed Thus the quantifiable part stands 
for the whole in these studies This is 
synecdochit reductiomsm at its best In this 
context, one is tempted to quote Bernard 
Cohn, who in his colourful manner notes, 
"Pigs are not to think, or even to constitute 
relationships with, they arc protein* 
(1992 21) Agricultural labourers are not to 
think or cv en to constitute relationships with 
they are wages and employment 
Hus takes us to a related problem which 
has significant bearing once again on the 
question of containment of meaning In the 
restudies, the reality being treated as discrete 
and additive (for reasons of quantification) 
c ollec n\ ities which are not discrete quantities 
to be added and averaged but based on 
differing ideologies, have no place A useful 
example here is agncultural wages While 
wages are a mete figure m the restudies the 
concept has a wide array ot connotations 
Among other things it connotes an unstable 
and constant contestory context - through 
open and everyday forms of protest [Scott 
1985] in which class, gender, caste and other 
identities are made and remade * In 
containing the meaning ot wages to quantitv 
of wage, the multiple meanings of wage in 
the lived context of experience is silenced 
in the restudics Fven when they are 
recognised they could exist only in the 
margins in economic reductionist terms and 
as speculation For instance, in the case of 
Vadamalaipuram Athreya (1984 99) notes 
The availability of such avenues of 
employment (in the spinning mill and local 
match manufactories) together with the 
increase in the intensity oi cultivation and 
the emigration of a large number ot educated 
offspring ot Naidu households, appear to 
haxe led to a relative increase in the demand 
for agricultural labour and a marginal 
improvement in the bargaining position of 
the farm worker" (emphasis added) 

The full import of the problem which we 
have discussed above has been succinctly 
brought out by E P Thompson in his Making 
of The English Working Class He wntes 
The objection to the reigning academic 
orthodoxy is not to empirical studies per se, 
hut to the fragmentation of our 
comptchension of the full historical p, ocess 
Firsi the empiricist segregates certain events 
from this process and examines them in 
isolation Since the conditions which gave 
rise to these events are assumed, they appear 
not only as explicable m their own terms 
but as inevitable (1980 223) 

IV 

This takes us to the last of our points - 
thatistheproblemof the ‘interveningperiod’ 
between the chosen points of time in 
restudies We have noted earlier that 


standakdhMdfm of vltriables is due to the 
adoption of calendnc time points as grids 
around which the data are to be assembled 
It is symptomatic that when these variables 
are abstracted from their respective contexts 
to be standardised and, more importantly, 
never to be returned to these contexts, time 
should inevitably get reduced to just a locus 
to define the co-ordinates Irrespective of 
this fact that time gets reduced to a locus, 
denuded of the concrete and historical 
conditions, the revisit method claims a 
dynamic dimension 

However, a close look shows that claims 
to such dynamics in restudies is an illusion 
One can find from a critical reading of the 
'revisit studies that they do not specify and 
elaborate the processes at work during (he 
intervening periods between the c hosen time 
points For instance some of these studies 
have found that the concentration of land 
ownership has increased in the study villages 
[Guhan and Mencher 1982 Cuban 198^ 
^thicya 1984 1985 Gough 1989 Lpstcin 
1973) while others have found reduction in 
land concentration [Guhan and Bharathan 

1984 Yanagisawa 1983 Wadley and Den 
1989) Similarly some of them have 
concluded that the attached labour system 
continues to persist m the study villages 
[Guhan 1983 Guhan and Mcncher 1982 
and Gough 1989) while others record the 
disappearance of such a labour hit mg system 
(Guhan and Bharathan 1984 Athreya 1984 

1985 Wadley and Derr 1989] These 
conclusions are based on the companson 
of two point data But tor our purpose how 
the penod between these two points aie dealt 
with in the rcstudies is important Here fhc 
restudies most olten implicitly assume that 
the flow of time itself will explain the c hangc 
and hence are content with enumeration and 
companson at two points of time After all 
for them, change is essentially incremental 
and, to put it in the words of Mun/ 
(1989 240) ' time is not a substantial thing, 
out there, like a over inflow which carries 
events with it** Then, "The things which are 
'out there' are the events and their processes 

There is no way in which (any one) 
could think of time as something outside 
events or a sort of objective container in 
which events can flow along" 

The other mode through which theproblem 
of the 'intervening penod is handled m the 
restudies is by assuming 1 a pre-conceivcd 
teleology such as capitalism follows 
feudalism and so on Here, the teleology 
being pre-given, what 'actually' happens in 
the 'intervening period’ is assumed in terms 
of transition to different stages and not 
explored In cases where the data does not 
cohere with the essenUalised features of the 
preconceived teleology, it is ’explained’ 
away in terms of transitional coexistence of 
different stages 1 
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Id lieu of a conclusion, let me merely 
quoteTtattman, whose position on the notion 
of time has significant bearing on what I 
have so far discussed: 

...time does not present itself as empty, 
homogeneous, morally neutral duration, 
except perhaps to philosophers and 
theoretical physicists, and among them 
perhaps only to those of an older, Kantian 
or Newtonian persuasion. For normal human 
beings time is always filled, clotted with 
events and significance (1992:384). 
Restudies are indeed about normal human 
beings. And we need to recognise that time 
is neither neutral nor homogeneous and 
grapple with its unevenness. 

Notes 

[An earlier version of this note was presented at 
the International Workshop on ‘Asian Villages 
Revisited* organised by CDS-CASA at 
Trivandrum during the last week of January. 
1995. The author is grateful to the participants 
for their comments Earlier critical comments 
from Jonaki Nair. C T Kunen. K Nagoraj. M S 
S Pandian and Nirmal Scngupta have benefited 
the author immensely.) 

1 There are exceptions to this genera) trend, as 
wc could find in some anthropological 
resurveys For instance, Gough (1989) 
considers the caste phenomenon along with 
the economic variables to understand changes 
in two villages in Thanjavur district of Tamil 
Nadu. 

2 The problem of 'objectivity* in writing and the 
process through which the object of study pets 
constituted is well problcmatised in 
anthropology and ethnography. See. for 
instance. Clifford and Marcus (1990); Asad 
(1973); Fabian (1983); Said (!978);ondSanjck 
(1991), among others 

3 Tlie categories of permanent and casual labourer 
are in fact so standardised that they can be used 
in any rural context with any space and time 
subscripts. 

4 In the context of reducing the historical into 
the transhistorical for the sake of quantification 
and comparison, it may not be out of place 
to quote Johnson (1982:172): 

Actual situations are ordered ensembles of 
determinations, some held in common with 
other situations, others particular and even 
unique. It is important not to forget these 
'essential differences*: they ore just those 
features which mark, determine and explain 
historical development and change 
(emphasis mine). 

5 Wc may note here that official data published 
in such sources as the Season and Crop Report , 
which are usually devalued as secondary in 
comparison to which is collected by the 
researcher at the field level, exhibit the very, 
same characteristics as the restudies data. One 
may treat the data annually published in Seastm 
and Crop Report as based on annual revisits. 

6 It is not that we do not have studies which have 
attempted and remarkably succeeded in 
capturing such complexities in the making. 
See, for example, James Freeman's (1993) 
study of *Muli\ the untouchable. 


Oih tnay'hbte herattyif nrest of thereatudies 
donocmakeexpStittlrefcM 
they assume away the intervening period. Often, 
instead of openly talking nf capitalism, at one 
level they talk in terms of its quantifiable 
features like the extent of wage labour. At 
another level, these studies assemble a series 
of changes in, say, the extent of wage labour 
and land alienation, without working out the 
interconnections of these features in the 
concrete. 

8 The question of teleology has important 
implication for recovering human subject! vites 
as pan of politics, history and change - an 
issue which we dealt with a little earlier. In 
treating the course of history as predetermined 
in definite stages, teleology devalues the role 
of human agency. 
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Demographic Transition and Political 
Transition 

S Irudaya Rajan 


THE debate on the demographic transition 
in India among K C Seal and P P Talwar 
(September 3, 1994), Vasant Gowarikar 
(December 3, 1994) and P N Mari Bhat 
(February 4, 1995) have contributed to the 
understanding of current fertility levels, 
change over a penodof time and the expected 
time of replacement fertility and the future 
size of the Indian population. The main 
focus has been on the future course of ferti¬ 
lity decline or as we call it, fertility dyna¬ 
mism in India. The present note is a 
contribution to the debate. 

Firstly, let me put the issue in order. In 
1993, Vasant Gowarikar predicted that the 
birth rate would reach 21 by 2003, from the 
present level of 29.5 as of 1991. He further 
stated that his prediction was based upon the 
assumption that roughly the same order of 
decline in CBR was observed between 1981 
(37.2) and 1991 (29.5). Commenting on the 
predictions. Seal and Talwar (1994) found 
it too optimistic and according to them, the 
birth rate of 21 would be reached only by 
2010. Mari Bhat(1995)notonly questioned 
the validity of the data used by Gowankar 
but also put the year of achievement as 2012 
In my contribution to this journal (1994), 
1 have also stated on the basis of available 
trends in fertility that the fertility level of 
21 is expected to be around 2005. 

How do we expect the fertility lecline to 
take place in India? This has not been 
answered by any of us in the earlier 
discussions. We believe that the centrally- 
sponsored family planning programme is to 
take the major responsibility for the future 
decline, if not for all the decline. Before I 
comment on the status of the family planning 
programme management in India, let me 
briefly review recent studies done in India 
on the role of the family planning pro¬ 
gramme m reducing fertility. A close and 
strong relationship has been observed 
between family planning users and birth 
rate. Zachariah et al (1994) state “the 
contribution of family planning (sterilisation 
and temporary methods) to fertility decline 
between 1978-88 was 75 per cent in 
Emakulam, 91 per cent in Palakkad and 90 
per cent in Malappuram in Kerala. For the 
period 1968-78, the corresponding per¬ 
centage was 70 for Alappuzha, Emakulam 
and Palakkad combined. The contribution 
of family planning has increased...” Visaria, 
Visariaand Jain (1994) observe, 'The family 
planning programme seems to have made 
a substantial contribution in rasing con- 
mceptive use and in decreasing fertility in 
the four districts (Bharuch, Panchmahals, 
Kheda and Rajkot) of Gujarat”. In a 
multivariate analysis on the determinants of 
fertility in India, £riniva$an (1994a) 
concludes, “Marital 


seems to be influenced significantly by total 
contraceptive use, within and outside the 
programme, even after controlling for all 
social and economic variables areconsidered. 
If the effective family planning programme 
is the need of the hour, what is the future 
course of management in the different states 
in India? 

The reasons for the current decline in 
fertility in Tamil Nadu, Srinivasan (1994b) 
argues is that the state had a unique social 
awareness movement from the 1920s created 
by the great social reformer Penyar (E V 
Ramaswamy Naicker). For instance, long 
before the government had a programme for 
family planning, Periyar emphasised the need 
to liberate women from frequent child births 
by the use of contraception, the desirability 
of the two-child family norm in every 
marriage and not allowing mamage before 
a woman was 22 so that three to four births 
could be averted. With the same idealogical 
party or its offshoots being in power in the 
state since 1967, the concept of small family 
norm has diffused through all segments of 
society. Moreover, Srinivasan's (1994) 
comments on the political will and 
commitment of the ruling party of the state 
are important for the decline in fertility. 

K S Natarajan of the Registrar General of 
India's office, has predicted the time period 
when NRR 1 (CBR of 21) is expected to 
be reached m 15 major states in India using 
the last 20 years of fertility trends. 

Stales Time Penod When 

NRR 1 Will Be Reached 

Gujarat, Kerala, Tamil Nadu 
and Punjab Before 2001 

Andhra Pradesh. Assam. 

Haryana, West Bengal 2001-06 

Maharashtra 2011-16 

Orissa and Karnataka 2016-21 

Rajasthan, Bihar. Utuu Pradesh 
and Madhya Pradesh After 2021 

Using the above yardstick, we would like 
to comment on the political commitment of 
the above states. Up to 1967, all state 
governments in India were under the rule 
of the Congress. Bihar, Haryana, Kerala, 
Punjab, Tamil Nadu and Uttar Pradesh, are 
the states in which the Congress last power 
in 1967. Unfortunately, in Bihar, Haryana 
and Uttar Pradesh, the non-Congress 
governments in the state could not rule even 
for one year. Again, the Congress came back 
to power to rule these states. In the case of 
Punjab, political instability was at its peak: 
1967-72 (Akali Dal); 1972-80 (Congress); 
1980-83 (Akali Dal); 1983-85 (President's 
rule), then Akali Dal, again president’s rule 
and now Congress). Therefore it is difficult 

ku If M_ 


to make an assessment of the non-Congras 
governments 1 policies influencing 
demographic regime. 

The Communist Party of India was holding 
power in Kerala from 1967 to 1977 and the 
state government spent huge amounts on the 
social sectors. Though the communists were 
not able to continue m power, the policies 
initiated by them over the 10-year period 
had to be followed by the Congress. 

Tamil Nadu is the typical example of a 
regional party's influence on demographic 
regime. After the Congress lost power to the 
then regional party (Dravida Munnengha 
Kalagam) in 1967, it never came to 
power. To win votes these governments 
implemented many schemes which helped 
to achieve the current decline in demogra¬ 
phic parameters Some of these popular 
schemes arc Noon Meal scheme, 10-pomt 
programme, etc 

To what extent can political transition 
influence the demographic transition 9 The 
dcmographically successful states like 
Kerala, Tamil Nadu, followed by West 
Bengal, Punjab and Andhra Pradesh have 
experienced some degree of political 
transition Though the family planning pro¬ 
gramme is acentrally-sponsored programme 
the state’s commitment to the programme 
is important for its success 

Today the four demographically backward 
states are in political transition. Bihar and 
Rajasthan arc ruled by non-Congress parties 
and Uttar Pradesh after witnessing two chief 
ministers is now undei the president’s rule 
If the political power structure changes in 
the forthcoming elections, all predictions 
made by the demographers on demographic 
transition can go wrong 
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Political Economy of Power 

The Dabhol Power Project has brought the debate about electric power 
development into the public view, raising hopes that corrective measures 
can be taken to have a viable, cost-effective and growing power industry. 

A critical examination of the recent policy changes, however, reveals many 
dysfunctionalities, particularly in the enormous and quite unnecessary 
burden placed on the balance of payments and in the additional constraints 
on improvement and change in the state sector. The policy is also damaging 
to indigenous power equipment manufacturers, particularly BHEL just 
when it is showing the potential to be an important international player in 
the industry. The vicious circle that exists today can be broken only if the 
government gives up its monetarist blinkers and recognises that 
investment, especially in a sector like power, can 'create’ savings. 1201 

Syncretism in Indian Culture 

The rise of fundamentalism in recent years has obliterated the deep-rooted 
Hindu-Muslim syncretism in Indian culture which has survived political 
and social upheavals. There are numerous syncretic shrines across the 
country which even today continue to attract people of both faiths. 1211 

Health Care: Who Pays? 

Considering that the household sector is the main contributor to the financing 
of health care in India, more attention needs to be paid by health-planners 
to the available information on the intensity of use of government and 
private sources of treatment, changes in the utilisation pattern and 
differences in health care expenditure between income classes. 1216 


Personal Laws Co-operatives’ Salvation 

In the present political situation The root of the problems of 

where the issue of women’s rights co-operatives is that the co-operative 

continues to be subordinated to the movement has grown as a government 

imperatives of majoritarianism and programme propped up by a variety 

minoritarianism, it is necessary to of concessions and subsidies. The 

rethink the whole issue from a result is that the co-operative sector 

broader perspective based on has become over-administered 

democratic principles so as to achieve and regimented ._ HOT 

a conceptual shift in the way in am j tt 

which family laws have been Women and TLCs 

envisaged so far. 1180 The large-scale mobilisation of 

women in the Total Literacy Campaigns 
(TLCs) affords an opportunity for the 
women’s movement to consciously 
intervene and provide leadership so 
that the emancipatory potential 
of the campaigns is realised. 1193 


Krishna Menon 

Krishna Menon. whose birth 
centenary year this is, did not believe 
that nations and civilisations were 
’imaginary homelands’. For him. like 
for K M Panikkar, western dominance 
was the outstanding reality for the 
newly-indepcndent countries of Asia 
and elsewhere. For these countries to 
ignore this was to get their politics 
suicidally wrong. 1179 


‘Gandhian Violence’ 

While the Karnataka Rajya Raitha 
Sangha has claimed to be pursuing 
a Gandhian strategy in its campaign 
against multinationals, in practice 
its actions suggest also a Marxian 
influence. This complex mixture 
has had the effect of creating 
ambiguities and has led to some 
erosion of support and 
sympathy, especially in the 
countryside. 1184 


Yeltsin: Final Phase 

Like predators caught in the headlights 
of history. Russia's ruling oligarchy and 
its western political eulogisers are caught 
in the epileptic seizure of the presidential 
election which will complete the process 
set in motion by the parliamentary 
elections of last December. 1189 


Grand Themes 

The refashioning of Italian politics, 
spotlighted by the recent parliamentary 
elections, has all (he grand themes of 
political post-modemtsm — the 
’nonpolitical 1 businessman-challenger, 
a transformation of parties from the 
old corporatist Right to the free market 
Right, from the old Stalinist Left to a 
softer social democracy, interwoven 
with a secessionist threat. 1191 
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Kanta Ranadive 

A MEETING was held by teachers of 
Jawaharlal Nehiu University on April 22 to 
condole the death of Kanta Ranadive at which 
the following resolution was passed 

The passing away of Professor Kanta 
Ranadive distinguished teacher and 
economist is a severe loss to the economics 
profession in the country to the academic 
community and to all those who are 
committed to a transformation of our society 
in an egalitarian direction 

After a brilliant student career Kanta 
Ranadive joined the Faculty of Economics 
of Bombay University where she served for 
many years and where her simple and 
unostentatious lifestyle her courage of 
conviction and her intellectual rigour, 
inspired generations of students She will be 
remembered f 01 hei pioneering research work 
on theoretical and empirical issues relating 
to income distribution 

'This meeting of teachers of Jawaharlal 
Nehru University mourns the death of 
Professor Ranadive and offers its condolences 
to the bcieavcd family ’ 

Prabhat Patnaik 

New Delhi 

Marxist Studies 

AT a certain )uncture in the process of 
advancement el natural science the theory 
ol relativity had to be invented even if Albert 
Einstein were not there The same holds 
good tor marxist dialectics Marxism 
developed as a culmination of all progressive 
schools of thought of its time and as their 
antithesis as well 

Today wc arc living in a changed situation 
The information boom and round the clock 
humming of the satellite fed electronic media 
encroach upon the very originality of the 
individual It seeks to shape the world as pei 
the uniformity of an image soaked in the 
spirit of consumensm equipped with a whole 
host of sensualities from frontal nudity to 
bestiality thus ammahsing the very essence 
of humanity 1 his is what our westei n mentors 
call tmagology and what it is boastfully 
claimed has thrown ideology into the 
dungeons once and lor all While such a 
portrayal is understandably utopian and 
inoti vated by western economic compulsions 
real changes in science and society have been 
registered too which cannot just be wished 
away and hence need closer scrutiny Marx 
and Engel s were very careful about examining 


the philosophical foundation of their 
theory in the context of the latest dis¬ 
coveries of contemporary physics, chemis¬ 
try and biology Should communists not 
engage themselves in re-examining their 
theory in the context of today s scientific 
progress 7 

With the collapse of the Soviet Union not 
only was a mighty challenger of US 
imperialism eclipsed, but more importantly 
several newer questions relating to 
democratic centralism socialist democra 
cy role of market in socialism elc have 
ansen in the international arena With them 
have surfaced post-modernist and post- 
marxist Loncepts which appear to have 
gained some currency in recent times 
Although the wind has started blowing in 
a different direction as evidenced by the 
communists comeback in Hungary Poland 
and Russia and the surging working class 
movemtnt in the very heart ot the capitalist 
fort vi/ France and the US one can hardly 
call it a decisive comeback of socialism 
proper The working class has quite 
convincingly shown signs ot recovery from 
the state of stupor of yesteryear but its 
destination docsn t seem to be well 
visualised Should communists not at this 
crossroad try to provide it with the right 
direction 1 

The Indian Institute of Marxist Studies 
(IIMS) has been launched by the C PI(Ml) 
for conducting studies on marxist classics 
and other progressive trends of social 
sciences based essentially on the above 
premise Being situated in India the institute 


has the particular task of probing the very 
many unresolved questions of the Indian 
revolution Marxism will have to live in 
progress, through solving ever newer 
problems of political economy and society 
at large and, m the process, it will naturally 
surpass its own past limits IIMS believes 
that retrieval of the revolutionary essence of 
Marxism is possible only through this hard 
grind and by chanting even a hundred 
thousand times that 'Marxism is truth for it 
is science As a modest beginning of an 
ambitious projec t IIMS has decided to lake 
up the following programmes in the years 
1996/97 

(1) A senes of booklets to be published for 
education of the left ranks e g Marxism 
for Beginners How Caste Shall be 
Abolished etc 

(2) D D Kosambi memorial lectures At least 
10 seminars to be held across the country 
on such topics as Economic Nationalism 
(Delhi) ‘Structunl Changes in Indian 
Working Class (Mumbai) etc 

O) The second volume ol 7 hi History of 
Communist Moxement India to be publish¬ 
ed (The first volume was published by 
CPI ML ) 

(4) An intcinational seminar lo be held in 
November 1997 on the 80th anniversary of 
the Bolshevik Revolution on Marxism - 
2001 

Apimmm Sin 

Director 

IIMS 21/1/1 Creek Row 
Calcutta 700 014 


Subscription Rates 


Institutions 

(including Nepal and Bhutan) 

Six months One year 
600 

Two years 
1125 

(w rupees) 
Three years 
1650 

Individuals 

250 

475 

875 

1275 

Concessional Rates 

T cachers/Rese archers 
Students 


125 

225 


900 


Concessional rates are available only in India To avail of concessional rates certificate 
from relevant institutu n is essential 

Remittance by money order/bank draft/postal older requested Please add Rs 14 to 
outstauon cheques towards bank collection charges 

Foreign (in US $) 

_ Air Mail _SurfacejylaiE 

Institutions Individuals Institutions Individuals 


Pakistan Bangladesh & Sri Lanka 

80 

50 

65 


USA Canada UK Furope Japan 
New Zealand Australia & Russia 

150 

100 

90 

65 

All other countries 

100 

70 

70 

50 


All remittances to Economic and Political Weekly 
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Politics by the Hour 

H F may have led ihe Congress to its worst ever peri ormanc c 
m a Lok Sabha election and to defeat i n every state where 
the party had been in power and where simultaneous elections 
tothe state assembly were held All the same in his assessment 
of the immediate implications of the outcome of the elections 
P V Narasimha Rao has shown a clean pa« r of heels to the other 
politicians in his own parly and the rest Both the BJP and the 
Janata Dal l eft Front were clearly counting on a split in the 
Congress the latter was hoping for a successful challenge to 
Narasimha Rao s leadership of the C ongitss the prospects of 
which it sought to advmu bv dropping broad hints that it 
could not possibly have anything to do with the Congress as 
long as it was led b> Rao Hungs have turned out very 
diffciently however Rao has been unanimously re elected 
Icadci ot the Congress parliamt ntary party he has also staved 
off I ot the time being the challenge to his presidentship of the 
party havng got the meeting of the Congicss Working 
Committee scheduled I or next Wedncsd i * w hich was to hav e 
taken up the is uc postponed indefinitely v ilhout too much 
trouble He is in fact about to win a major pn/c lot the party 
iht speakership of the I ok Sabha which both the BJP and the 
/m wly formalised Thud F mill appear to be eagei to offer the 
^Congress in then competition to placate it Tvcn more 
, important the Ihird Front s desperation to lot in the 
govu nnu nt has made it easy tor the Congicss to present itself 
as the ont dependable bulwark against communal forces and 
champion of secularism, wiping out the history of the 
Naiasimha Rao government s early collaboration with the 
BJP and its role in the dcstiuction of Babn maspd and the 
events leading up to it 

Hie BJP fo! all the hopeful noisc> it is making is eliarlv 
disappointed and not a little taken aback, that with the 
exception ot the three parties with which it had an electoral 
( alliance (Akali Dal, Haiyana Vikas Party and Sarnia Dal) and 
r Bahujan Samaj Party whose position is ambiguous so far the 
other major regional parties (m particulai Asoni Gana Panshad 
Telugu Desam, DMK and the breakaway Tamil Maamla 
Congress) have come out firmly and openly against it and 
have chosen to throw in their lot with the Third Front The BJP 
had expected that once it was actually mv ited by the president 
to form the government, these parties would move over to its 
side In assuming this the BJP misjudged the character and 
priorities of these parties Socially firmly-grounded in then 
respective regions they have serious regional agendas to 
pursue and are not likely to bo easily bowled over by the allure 
of somecrumbs of power in New Delhi thrown their way Atal 
Behan Vajpayee, who was sworn in as prime minister on 
Wednesday and other BJP leaders have repeatedly claimed 
that the BJP would not engage in ’horse-trading* to win the 
vote of confidence before the end of the month This mav be 
a matter as much of necessity as of principle, considering the 
unambiguous positions taken by the parties from whom the 
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BJP evidently entertained hopes of support and the large 
deficit of some 70 MPs which the party faces in the Lok Sabha 
In the event the party has not been left with many options 
Indications are that it has decided to use every opportunity 
before the crucial parliamentary vote to project the image of 
a credible ruling party including turning the president’s 
address to parliament into a responsible statement of the 
party *s policies and programmes - hoping that this will fix the 
party m the voters minds as iht onlv viable alternative to the 
declining Congress to rule the country 
It is in the Janata Dal 1 eft Front howevei that the most 
confusion and chaos have been m evidence The Left Front 
was quick off the mark on Friday last week even as the 
election results were still coming in with a letter to the 
president, supported by messages from the Janata Dal and a 
number ol the parties which have now tome together in the 
Thud Front demanding i meeting the next day to present 
proposals for the formation of the new government How 
hasty and ill consult red this move was has been exposed by 
subsequent developments in the Janata Dal Left Front most 
of all by the CPRM) s own decision against Jy oti Basu leading 
a Janata Dal left From government Finally after much 
pursuing of a willing Jvoti Basu and an unwilling V P Singh, 
it was only on this I uesday that the Janata Dal L eft Front by 
now enlarged into the Tf ud Front was able to decide even on 
a leader in Dcvc Ciowda the Karnataka chief minister The 
hour to hour swings in the Janata Dal L eft Front s attitude to 
the Congress have been no less notable Despite the clear 
arithmetic of the election icsults it continued to delude itself 
that it could pu sist in its polu y of opposing both the Congress 
and the BJP and at the same tunc stake its tlmm to form the 
new government \ftci waiting vainly for a split m the 
l ongress and a revolt against Narasimha Rao the Janata Dal 
Left Front was apparently brought down to earth by the 
president s in v nation to Atal Behan Vajpayee and the formation 
of the BJP government After first reacting angrily to the 
development with a formal joint statement in which it alleged 
that “the will of the people is being subverted bv the 
manipulation of Narasimha Rao and the hasty step by the 
Rashtrapati the Janata Dal Lett Front has done a complete 
turn about It is now confidently proclaiming that the Congress 
will support a government formed by the Third Front without 
any preconditions when m tact it is not even certain that 
should the BJP government fail to win the vote of confidence, 
the Congress will not itself adv anc c a claim to be asked to form 
the new government as the second largest party in the Lok 
Sabha Living from day to dav and hour to hour the Janata 
Ddl-Le(t Front has apparently chosen to forget the Congress 
Party’s economic policies and the Narasimha Rao 
government’s monumental corruption m its anxiety to bring 
down the BJP government and install itself in power with 
Narasimha Rao s support 
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SDRs fn the Cold 

WHATEVER happened to the proposal of 
the IMF managing director, Michel 
Camdessus, for the allocation of 36 billion 
SDRs? The proposal was supposed to be on 
the agenda of the April meeting of the Interim 
Committee, the Fund's principal advisory 
body. In preparation for this meeting, a much 
publicised seminar had been convened by 
the Fund. The seminar was meant to clarify 
thinking on what sort of long-term global 
role could be envisaged for the SDRs since 
the time their allocation had been first decided 
upon in 1969. At the same time, Camdessus 
made it clear in his observations at the seminar 
that his immediate objective was to get 
support for his proposal at the forthcoming 
meeti ng of the 1 ntcrim Committee and thereby 
pave the way for “making regular, modest 
SDR a!locations”. His case rested principally 
on the argument that with the stock of non- 
gold reserves standing at SDR 923 billion at 
the endof 1995 and with the stock increasing 
at an average annual rate of over 7.5 per cent 
“much more than the largest allocations [of 
SDRs | ever discussed by IMF members”, the 
allocation he was proposing, and that too 
after a gap of almost J5 years since the last 
one in 1981, could not be considered 
excessive. As it turned out, the seminar did 
not resolve any issues, long-term or short¬ 
term. Differences among the participants 
remained sharp, most of all between the 
representatives ot the developed and 
developing countries. 

As Stanley Fischer, the IMF's first deputy 
managing director, noted in his summing up, 
although the current Articles of the Fund call 
for the establishment of the SDRs as the 
principal reserve asset of the international 
monetary system, “most discussants found 
the prospect unlikely in the near future”. Of 
course, here one has to remember that 
participation in the seminar was highly 
skewed in favour of the developed member 
countries who see little use for SDRs, given 
that they have virtually unrestricted access to 
the international capital market under the 
international monetary system as it has 
evolved in the recent past. It mattered little to 
them that in the process of this evolution, 
access to and the distribution of global 
reserves has become most inequitable and 
that an allocation of SDRs is one way of 
correcting this inequity to howsoever small 
an extent. 

Michel Camdessus must have been a 
disappointed man at the end of the seminar 
because he did not get the backing he had 
hoped for in support of his proposal for an 
immediate allocation of 36 billion SDRs. 
Much more disappointed, however, must be 
the developing country members of the IMF 


who are the real losers from the way the 
international monetary system is operating 
now and the way the reserves the system 
generates get distributed. “For a large number 
of these countries”, as India's representative 
told the seminar, “access to the [capitalJ 
markets was either denied or comes with a 
high risk premium”. 

CORPORATE SECTOR 

Policy-Induced Boom 

THE series of studies on corporate finances 
now available show that corporate perfor¬ 
mance has never been so good. Phenomenal 
acceleration of sales and sharp reductions in 
wage cost as also in depreciation, interest 
and tux burdens have pushed up net profits to 
historically high levels in the post-reform 
period. Within this overall picture, of course, 
there are significant differences between 
financial and non-financial companies, 
between different size groups and between 
Indian and forcign-owned companies. The 
differences are to be seen both in the financial 
results and the factors and sources of growth. 

The RBI’s and ICICI's studicsof unaudited 
balance sheets of sample companies cover 
the first half of 1995-96. A more compre¬ 
hensive study based on the published 
accounts of over 4,000 companies has been 
released by the CMIE. Unlike the other 
studies, the CMIE study covers companies 
in public and private sectors, but focuses on 
mining and manufacturing companies to the 
exclusion of finance companies and weak 
coverage of trading companies. 

The data bring out that the annual growth 
of operating sales and incomes of private 
sector companies in nominal terms was over 
30 per cent in 1994-95 and the first half of 
1995-96. While sales turnover of non- 
financial companies grew by about 30 per 
cent each in the two periods, incomes of 
financial companies galloped by about 56 
per cent in 1994-95 and by about 37 per cent 
in the first half of 1995-96. This growth has 
taken place after four sluggish years in the 
initial phase of stabilisation and structural 
adjustment from 1990-91 to 1993-94 when 
sales growth of non-financial.companies (for 
the large CMIE sample) ranged from 14 per 
cent to 20 per cent. Though the high rates of 
growth may not be sustained in the second 
half of 1995-96 and in 1996-97 due to 
financial and demand constraints, there is no 
gainsaying that liberalisation has decisively 
expanded the economic space for the private 
corporate sector. As the CMIE study has 
brought out, the decade 1985-86 to 1995-96 
encompasses two phases of liberalisation - 
in the 1980s removal of controls on domestic 
expansion and in the 1990$ measures to 
expose Indian business to foreign 
competition. 


. ■ —; < ; < - < , .'V / '\ v ;' ”V7- - 

Ill both the phas 

private sector companies has been con¬ 
siderably higher than that of public sector 
companies, except for some years when 
public sector refineries recorded high growth. 

In the five-year period 1985-86 to 1990-91, 
sales of private sector companies grew by 

16.5 per cent per annum whereas those of 
public sector companies grew by 13.6 per 
cent (despite high growth of public sector 
refineries in the 1980s). In the following 
four-year period 1991-92 to 1994-95, the 
disparity further widened with public sector 
growth decelerating to 12.7 per cent and 
private sector growth accelerating to 19.8 
per cent. Interestingly, within the private 
sector, sales growth of foreign companies 
has not been as fast as that of Indian 
companies, and among Indian companies 
the large houses have not grown as fast as the 
others. In the first half of 1995-96 again, the 
highest growth in sales us well as other 
income was achieved hy medium-sized 
companies and not by companies with paid- 
up capital of Rs 25 crore and above. 

The major source of corporate growth has 
been accelerated expansion in gross fixed 
assets, but while annual growth of public 
sector companies’ fixed assets remained the 
same at about 15 per cent in the two periods, 
that of private sector companies’ fixed assets 
accelerated from 14.9 per cent in 1985-86 to 
1990-91 to 23.7 per cent in 1990-91 to 1994- 
95. Again, growth of fixed assets of foreign- 
owned companies has been slightly lower 
than that of Indian private sector companies. 
However, while in the pre-1991-92 period 
large industrial houses showed a higher 
growth in fixed assets (15.5 per cent per 
annum) than other private sector companies 
(12.3 per cent), in the current period the latter 
companies have caught up (23.7 percent and 

23.6 per cent, respectively). There are 
indications that these trends have been 
sustained in 1995-96. 

What stands out is the unprecedentedly 
high profitability of the private corporate 
sector in the current structural adjustment 
phase. As per unaudited half-yearly balance 
sheets, the ratioof profits belore depreciation, 
interest and taxation (PBDIT) to sales for 
non-financial companies reached 17.9 per 
cent in the first half of 1995-96 against 17.6 
per cent in the whole of * 1994-95. In tin 
earlier reform phase, the PBDIT to sales ratn • 
had grown from 11.36 percent in 1985-86 lo 
13.94 percent in 1990-91. Interestingly, the 
average profitability of public sector ’ 
enterprises (about 15 per cent PBDIT to sales 
ratio) has turned out to be better than that ot 
private sector companies (about 14.3 per 
cent) throughout the past decade. Though 
Indian private sector companies have shown 
much higher profitability (13.7 per cent) 
than the foreign-owned companies (11.2 per 
cent), this reflects the poor performance of 
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several NRI business houses like the 
Chhabnas, the Mittali the Hindujas and the 
Mallyas, all of Which show very low 
profitability * a combination of poor 
performance and siphoning off of profits 
Few non-NRl foreign companies have low 
profitability Among Indian companies, 
large industrial houses have achieved a 
significantly higher PBD1T ratio (14 3 per 
cent) in die past decade than other private 
sector companies (11 2 per cent) 

The recent uptrend in the private corporate 
sector is hardly attributable to other incomes 
or non-operating surpluses Growth of other 
incomes has come down to 14 8 per cent for 
non-financial companies in the first half of 
1995-96 compared with 44 3 per cent in the 
whole of 1994-95 Even in respect of finan¬ 
cial companies the growth of other incomes 
fell to 35 8 per cent from 53 4 per cent The 
handsome profitability of the private cor 
poratc set tor in the current reform phase has 
been the result of reduction in the growth ol 
wage-cost and lower depreciation, interest 
and corporate taxation though the corporate 
sector has also benefited from slower growth 
of taw material cost and for a couple of 
years higher incomes trom financial 
investments 

The decline in the share of wages m value 
of output has been true ol all types ol 
companies other than public sector < ompanies 
and has persisted almost continuously since 
the mid 1980s In icspttl of the private 
corporate sectoi the share ol wages in value 
t f output fell Irom 11 1 per cent in 1985-86 
to 8 69 per cent in 1990 91 and further to 
6 85 per cent in 1994 95 Amongst private 
companies the laigc industrial houses had 
the lowest wages to output ratio in the mid 
1980s but no longer w ith the more dramatic 
decline in this ratio tor other pnvate sec'or 
companies trom 12 29 percent in 1985 86to 
1 1 37 per cent in 1987 88 and 5 32 per cent 
in 1994 95 The wage share in foreign 
controlled companies also tell from 11 83 
percentm 1985 86to7 74perccnttn 1994 
95 Wage share m value ldded also showed 
a steady decline from about 34 per cent in 
1990-91 to 28 per cent in 1994 95 for the 
ICICI and IDBI sample companies Though 
wage data are not available in the unaudited 
balance sheet data tor 1995-96 (Apnl 
September) trends it. total expenditures and 
profits suggest a similar declining trend in 
wages to output and wages to value added 
ratios 

Against the decline in wage cost and the 
relative stagnation ip raw matenal and other 
manufacturing expenses as a proportion of 
output the past decade has seen a jump in 
selling and distribution expenses For the 
entire corporate sector these expenses as a 
percentage of value of output shot up from 
1 73 per cent in 1985-86 to 6 85 per cent in 
1994-95 While sales of the corporate sector 


multiplied by 3.7 times between the two 
periods, selling and distribution expenses 
multiplied by 13 times 
It is with regard to the profit margin that 
the second phase of reforms stands out In 
respect of pnvate sector non-financial 
companies, the PBDIT to sales ratio rose 
from 11 4 per cent to 13 9 per cent in the 
second half of the 1980s, to 16 6 per cent by 

1994- 95 and further to 17 9 per cent by 

1995- 96 (first half) But it is the distribution 
of PBDITamongst interest,depreciation and 
tax that has made a tremendous difference to 
the net profit margin in the recent structural 
adjustment period As a result of substantial 
liberalisation of depreciation and tax 
provisions and some reductions m interest 
costs, the ratio of net profits after tax to 
PBDIT has shot up from the historical level 
of 20 per cent to 40 per cent now As a result 
the net prof its to sales ratio for pnvate sectoi 
companies which ruled between 2 per cent 
and3 5 percent up to 1992-93jumpedto5 4 
per cent in 1993 94 and 7 I percent in 1994 
95 In the case of the latest RBI sample of 
unaudited balance sheets for non-financial 
companies the ratio was 9 1 percent in 1994 
95 (full-year) and 9 per cent *n the first half 
of 1995 96 The reduction in the incidence 
of taxation has been the most conspicuous 
For the 1995 96 (half-year) sample tax 
provision as percentage of pre-tax profits 
worked out to about 15 per cent, whic h is less 
than half the tax rate the companies should 
be paying in the normal course The RBI has 
reported that ol the sample of 1,211 non 
financial companies about 760 had made 
no provision for taxation in the first half 
of 1994 95 as well as tn the first-half of 
1995 96 thus anticipating 7ero-tax status 

WOMEN 

Invisible Constituency 

OVER the last decade and a halt while 
women s issues and women s development 
have come to occupy public space and have 
consequentlv been incorporated into 
mainstream political agendas women 
themselves seem to have become more 
invisible not only in public office but in the 
political process as well While n is easy 
enough to dismiss this as a coincidence, it is 
nevertheless nccessaiy to examine the 
development and w hat t means for women* s 
concerns in the future 
Women's representation in the Lok Sabha 
is not of course a barometer of their 
representation in the political process, but it 
is a market of sorts Given this, the tact that 
women constitute a falling percentage of the 
members of the lo we r house is not to be taken 
lightly, especially in the context of all the 
parties promising legislation to ensure 33 
per cent representation for women in not 


only the Lok Sabha but the state houses as 
well And yet it is interesting that in the 1996 
elections only about 10 per cent of the 
candidates were women and this includes 
those who stood as independents Individual 
parties have fielded progressively fewer 
women candidates over the decades Hie 
B JP fielded only 22 women while contesting 
464 seats and has 13 women in the current 
Lok Sabha, three more than m the last house, 
47 Congress women were in the fray, among 
543 candidates and only 16 were elected 
(against 23 in 1991) On the whole there tic 
only 36 women members in the 11th Lok 
Sabha three less than in the previous house 
In fact there have never been more than 44 
women in the house at any point since 1952 
What then, does the promise of 33 per cent 
resen ation for women in the Lok Sabha and 
the assemblies really imply 7 As has happened 
in the panchayati raj institutions women 
contestants are likely to be without a women's 
agenda or perspective, merely fronts for 
parties to capture the reserved seats However, 
if women do not have a larger presence m 
these houses there is the danger, as already 
evident that the accommodations made m 
policy and programmes w ill remain unutilised 
and become defunct While there is absolutely 
no guarantee that women representatives 
will take up women s issues many women 
parliamentarians point out that larger 
numbers offer the possibility of forming 
lobbies as has happened in the past on a few 
occasions, around relevant issues even across 
party divides 

There is another issue here which needs lo 
be examined critically Women s concerns 
have been included in the mainstream agenda 
for several reasons firstly and undoubtedly 
there has been external pressure to do so - 
shrinking etonc mies in an expanding world 
perforce need to access women s contri¬ 
bution to giowth without however fully 
acknowledging the contribution, lest the 
overarching structure of patriarchy is 
challenged The best waY to do this is to 
accommodate and incorporate women s 
concerns into the national agenda and 
transform them into welfare programmes, 
dependent on state sops Secondly this also 
coincided with the growth of seveial grass 
roots women s movements centring on the 
disastrous impact of development policies 
(tor instance the Chipko Andolan) By 
providing space to women in programme 
planning and implementation, in how soever 
limited a manner (as in the case of forest 
management programmes) protest move¬ 
ments could be led into non confrontations 
channels Since women did not tarry weight 
or were not in large enough numbers in 
decision making political bodies these 
accommodations could be kept reined-in, to 
be expanded when politically expedient or 
dropped Having made these concessions, it 


Ecoooimc and Poltaad Weekly May 18,1996 


1173 



was wholly irrelevant, even risky, to be 
attempting to put more women into state 
assemblies and the LokSabha SharadJoshi s 
women's rally decrying feminists is one 
indication of the apprehensions of the 
establishment Thus ail political parties have 
conveniently used women s issues to gamer 
women* s votes but have been c autious about 
fielding women candidates That concern 
tor women s dc\ elopment is so much rhetoric 
is seen by some ot the sidelights of the 
election campaigns - the snide remark o! the 
Shiv Sena supremo s nephew about the 
Congress candidate in noith-west Mumbai 
that the Congress did not have enough mard 
and so resorted to fielding a woman or the 
lampooning ot the Pars ati t ac tion of the TDP 
by the Chandrababu Naidu group There is 
thus a large and apparently widening chasm 
between what is meant bv concern for women 
and women’s issues and acknowledging 
women s nghts It is m this context that the 
demand lor obtaining largei representation 
in parliament is a significant and radical 
demand Intheintcnni however consistent 
attention must be given to mobi lising women 
around issues such as educational 
opportunities expansion ot decision-making 
space lor women and the shelving of existing 
welfare concessions granted by the stale 

CONGRESS PARTY 

Short-Term Comfort 

THE Congress is down but not out Despite 
having been squarely rejected by the voters 
the Congress finds to its satisfaction that no 
other partv or alliance has a good enough 
mandate to take over the reins ot power 
single-handedly Thai the Congicss can 
effectively block bv entering into an 
understanding with the lanata Dal Lett Front 
(JD-LF) and other tegional parties thcBfP s 
aspirations to run the government and also 
put in its place a Janata Dal led coalition has 
given the party a sense ot power in the 
otherwise gloomy post election scenario 
Such has been the decisive impact ot the 
overall mandate that disgi untied elements in 
the Congress which h id started demanding 
a change ot paity le iduship even before the 
election results were out ietr^ ucdintosilenie 
dunng the Congress Working Committee 
(CWC)mcetingon M i> 12 A wtukei Cong 
ress has not resulted in a weaker N \i isimha 
Rao Out ol the 116 MPs elected to the 11th 
Lok Sabha R 10 is said to have the backing 
of more than 90 Those who could hive 
posed a challenge from within have put up a 
miserable show m the elections K K iruna 
karan who had bten gunning lor Rao has 
himself losi trom Thrissur Sharad Piwir 
the other contendei has returned to the Lok 
Sabha with the gieatly reduced suppoit ot 14 
MPs horn Maharashua Rao has been 


•unanimously” elected the leaderof theCong- 
ress parliamentary party and the postpone* 
ment of the Working Committee meeting 
scheduled for May 22 has further deferred 
the contentious one man-one post' issue 
More than the strategic advantage the Cong¬ 
ress enjoys in the prevailing uncertainty at 
the c entre, the party is out to sci/c the oppor¬ 
tunity to prove its secular credentials by 
isolating BJPand refurbish Us battered image 
Bui the Congress cannot shirk the task of 
senously exploring the causes of its defeat 
foi too long The histone achievement ot 
securing the lowest number ot seats ever in 
Lok Sabha polls has Us immediate reasons 
The blunder ot aligning with the A1ADMK 
in Tamil Nadu despite the opposition of the 
partv s state leadership is prominent amongst 
them The attempt to manipulate the ‘hawala 
scam on the election-eve boomeranged on 
the paity Expulsion^ rebel candidates and 
even splits m the party in some states 
conveved the impiession ot lack ot 
cohesiveness at the centre hcc iusc of whic h 
pailv infighting in some ot the states in 
Madhva Pradesh Maharashtra and Kerala 
especially became intense 
But more disturbing fiom the long term 
pei spec live tor the Congress is the gradual 
but detinue erosion of its social base The 
Congress which had forged an alliance ol 
upper caste and dalit Muslim votes in the 
earlv decades ot independence now tinds 
the loimer firmly behind the BJP and the 
latter st eking alternatives at the national and 
regional levels The excesses of the 
Emergentv, the playing of the communal 
card in the northern slates during the 1980s 
and the destruction of Babri masjid 
c ulnunatcd in the turning away of the Muslims 
trom the Congress The mobilisation of the 
backward castes since the 1960s has always 
taken place outside the C ongress told 
Clearly the Congress needs to look beyond 
its economic reforms to understand the 
popular discontent against it 

INTERNATIONAL INSTITUTIONS 

US Blackmail 

IN IERNA1IONAL financial institutions 
like the IMF the World Bank and the regional 
development banks arc Joan Speio US 
undersecretary of state reportedly told the 
Congressional Committee on Banking and 
Financial Services “long standingfmtherers 
ol Ament an influence ’ and we rely on them 
to support our loicign policy objectives 
Speaking more pointedly about the 1MT 
and Woild Bank Speio was even more 
forthright ‘In both industrialised and 
developing countries, people take for granted 
our pre eminent position in the IMF and 
World Bank Thetwopremierglobal financial 
institutions located just blocks away from 


the White House, aft virtually synonymous 
throughout the world with US power and 
influence "Of course,her observations were 
made in the local context - to plead with US 
legislators to lei the government clear Us 
mounting arrears with these institutions 
These arrears now amount to $1 5 bn, a 
figure which does not include almost an 
equivalent amount that the US owes to the 
UN In fact, the US has been reneging on its 
dues to international organisations tor quite 
some yeais now and successive US 
administrations have made the nght noises 
from time to time for the international 
audiences’ consumption about their good 
intentions with regard to clearing the arrears 
Actually every US administration has used 
its arrears to blackmail the international 
organisations not just the UN. into toeing 
the US foreign policy line So when Spero 
warned the Congressional Committee about 
the danger that if the arrears owed to the 
international financial institutions were not 
cleared quickly US power and influencem 
them will wane it is not certain that it was 
not one ot those tongue ri cheek observations 
that US diplomats are known tot 

The meeting just concluded of the Asian 
Development Bank bears this out to some 
extent The fact that the US is in arrears in 
regard to its contribution to the bank did not 
prevent it from using its influence in concert 
with other developed member countries to 
leave unresolved the uigent matter of 
replenishing the Asian Development Fund 
the soft loan arm of the hank This was no 
different ot course than what had happened 
about a week carliei at the meetings of the 
two committees of the 1MI and World Bank 
in Washington The Interim Committee ol 
the IMF not only could not agree on any 
tangible step with regard to a further alloc ation 
ot SDRs hut also tailed to give anv < onuetc 
shape to its earlier dcusion taken in the 
immediate uake ot the Mexican crisis to 
double the resources ot the General 
Agreement to Borrow Likewise the World 
Bank s Development C ommittee tailed to 
agree on questions relating to IDA In all 
this, the US role was the most negative 
although there was alwiys some other 
country be it Germany m one case France in 
another and Japan in still another that would 
appeartobebellingthecat Interestingly, iht 
IMF had organised a seminar on SDRs in 
preparation tor the Interim Committee s 
meeting and its deliberations left no doubt 
about the attitude ot the dev eloped tounmt s 
on the question ot any turthci allocation ot 
SDRs once touted ax * the principal reserve 
asset ot the international monetary system 
and now considered as gist a relic ot the 
1960s 

US Congressmen should know how much 
blackmail the US can engage in regardless 
ot, or because of, the si/e of its arrears 
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CURRENT STATISTICS _ ETW RcaearehFwiiHiatioa 


Compared to the near double-digit level in the corresponding penod of 1995-96. annual inflation as measured by the WP! has continued to rule below 
5 per cent in 1996-97 so for Net RBI credit to the centre in the first fortnight of 1996-97 was os high as in 1995 % The increase in ad hoes at Rs 10700 
crore on Apnl 19 has already surpassed the Rs 9 000 crore limit The month ending April 26 saw a decline in non-food credit but aggregate deposits 
rose ASI data for the past 12 years show that while capital intensity of industry has been rising the share of emoluments in net v alue added has declined 
from over 50 per cent in 1980-81 to 78 per cent in 1992-97 

Macroeconomic Indicators 


Index Numbers of Wholesale 

Prices (1981 82= 100) 


All Commodities 
Primary Articles 
Food Articles 
Non Food Articles 
Fuel Power Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodiues (Average Basis) 
(April 1 27 1996) 


Cost of 1 iving Indices 


Weights 


Apr 27 
1996 


latest _ 

Month Over 
Month 


_ Vanation (Per Cent) Point to Point __ 

O ver 12 Months Fiscal Year So Far 1995 96 1994 95 1991 94 1992 91 
Latest Previous 1996 97 1995 96 


44 

98 

1 1 

1 0 

49 

104 

10 8 

7 0 

47 

107 

1 * 

08 

57 

127 

11 5 

10 

75 

10 7 

l 4 

1 7 

97 

119 

44 

54 

00 

12 0 

1 * 

0 7 

-1 1 

155 

24 9 

1 4 

17 

24 

1 I 

0 0 

-O 1 

24 

11 1 

152 

40 

107 

0 * 

1 1 

54 

10 7 

99 

7 9 

05 

50 

1 5 

0 8 

0 1 

8 1 

121 

68 

52 

88 

1 4 

1 4 

66 

10 6 

70 

5 8 

72 

106 

45 

5 1 

77 

10 9 

8 1 

10 1 


_ Vanation (Per C ent) Point to Point __ 

Ovei 12 Months Fiscal Year Sofai 1994 95 1991 94 7992 91 1991 92 
latest Previous 1995 96 1994 95 


Industrial Workers (1982=100) 

Urban Non Man Emp( 1984 85-100) 
Agn 1 ab (July 60 to June 6l = 100) <& 


(ft Derived based on linking factor between old and new series (1986 87=100) 


89 

97 

89 

97 

97 

99 

6 1 

1*9 

10 1 

99 

57 

54 

99 

8 * 

6 8 

116 

68 

116 

69 

107 

10 6 

116 

0 7 

21 9 


Money and Banking (Rs croie) 

Apr 12 
1996 



Vanation 



Over Month 

Huai Yc 
1996 97 

iar So Far 

1995 96 

1995 96 

1994 95 

1991 94 

Muncy Supply (M,) 

609177 

21180 (i 6) 

211X0 0 6) 

14129 (2 8) 

75827(14 8) 

76816(17 7) 

71010(20 2) 

C urrcncy with Public 

121669 

2608(2 2) 

260X (2 2) 

2111 (2 2) 

18177(17 7) 

19255(210) 

14178(20 4) 

Deposits with Banks 

479785 

17691(18) 

1769* (18) 

11795(2 9) 

55165(1*6) 

56175(16 1) 

58246(20 0) 

Net Bank Credit to Govt 

266676 

12486 (4 9) 

12486(4 9) 

10222 (4 6) 

11521(15 2) 

17004(81) 

11144(18 I) 

Bank Credit to C omnil Sector 

*49*)57 

8121 (2 5) 

8121 (2 5) 

10096 (* 6) 

50871(18 1) 

41217(18 2) 

21797(10 1) 

Net Foreign Exchange Assets 

76(X)9 

616 ( 0 8) 

616 (-0 8) 

1912(5 4) 

4770 (6 6) 

22112(44 4) 

27924(127 9) 

Rescivt Monev (April 19 1996) 

195257 

4144(2 1) 

10185 (5 5) 

11189(6 6) 

16516 (98) 

11151 (227) 

14/87(119) 

Net RBI C rcdit to Centre 

I troi 

14041 (119) 

12570 f |() 5) 

10165(10 1) 

18725(186) 

2641 (2 7) 

1279(1 5) 

Ad hoc 1 reasury Bills 

195 r 

/140 

10070 

8615 

1750 

61(H) 

6445 

Scheduled Commercial Bunks (April 26 1996) 







Deposits 

414525 

2180(0 5) 

16880(4 0) 

9041 (2 5) 

50947(119) 

51566(164) 

47985(18 0) 

Advances 

252548 

448(0 2} 

5104(2 1) 

5945(2 9) 

44751(22 1) 

18275(21 2) 

11164(8 8) 

Non Food Ad\ ances 

2422*1 

78(0 0) 

51*7(2 */ 

6427(14) 

47155 (25 0) 

160 8(21 5) 

92(H) (6 4) 

Investments 

165261 

1120(0 7) 

2728 (1 7) 

2815(1 9) 

14669 (9 9) 

15141 (11 6) 

26978 <25 6) 


All monctar) and hanking d ua prt sen 


Index Numbers of Industrial Weights 
Production (1980 81 = 100) 


I iscal Y c ii Su Mi_ Aver age foi full fi sc al Near s_ 

1995 96 1994 95 1994 95 1991 94 199? 91 199192 1990 91 1989 90 


General Index I (XI 

Mining and Quarrying 11 

Manufacturing 77 

Electricity II 

Capital Market 

BSE SensitivHnd7xTT978 79-100)"" 
National Index (1981 84= 100) 

BSE 200 (1989 90-100) 

NSF (Nov 5 1995-1000) 


100 0 101 5 272 S(I20) 2^4(9 2) 252 9(9 0) 2H1(56) 2189(21) 2119(06; 7126(82) l%4(86) 

115 285 0 249 6(7 4) 2*2 1(7 7) 247 8(7 1) 2H2(*i> 221 7(06) 222 5(4 5) 2212(0 1) 2116(7 9, 

77 1 298 9 266 6(112) 2*S-v(0 6> 244 7(9 4) 222 1(5 5) 210 7(2 2)206 2( 0 8) 207 8(8 9) I90 7\8 6) 

114 151 2 115 9(90) 108 1(54) 1146(8 5) 790 0T4) *»699(50) 2570(8 5) 216 8(7 8)219 7(10 9) 


May 10 
1996 

Month 

Ago 

Ycai 

Ago 

1996 97 So Far 1995 96 Su Far 
Trough Peak Trough Peak 

Lnd of Fiscal Y car 

1995 96 1994 95 1991 94 

1694(15 9) 

“1488“ 

1188t 150 

1167 

1870 

2826 

1584 

1167(1 1) 

*26I(-H7) 

1779(65 7) 

1669(8 1) 

1599 

154 !( 16 2) 

1549 

1760 

1104 

1691 

1549( 1 5) 

16()6( 12 2) 

1810(79 2) 

184(8 1) 

160 

154< ’1 M 

145 

199 

289 

185 

145 ( 6 1) 

168( 18 2) 

450(92 1) 

1079 



1107 

1145 


_ 




) 85(12 8) 

82 

75( 21 M 

79 

90 

61 

91 

79(1 1) 

78 



Foreign 1 rade 


March 


( umulitivc tor Fiscal Scar So 1 

ir 

— — 



1996 

1995 96 

1994 95 

1991 94 

1992 9* 

1991 92 

1990 91 

Exports Rs crore 


12124 

106465 (29 1) 

821*8(184) 

6)547 (10 4) 

51688(21 9) 

44042 

(*5 1) 

12551 (17 6) 

US $ mn 


1496 

11811 (2i 4i 

26221 (18 *) 

”17* (204) 

18517(18) 

17866 ( 15) 

181i* <9 1) 

Imports Rs crore 


11159 

121647(17 1 

88705(21 8) 

72806 (1*7) 

61175(12 4) 

47KM ilOX) 

41191(22 0) 

US 5 mn 


1411 

16170 (28 7 

28251 (21 7) 

21212(6 8) 

21882(127) 

19411 | 

19 4) 

24071(11 2) 

Non POL US % 

mn 

2611 

29214(29 6) 

22518(28 4) 

17456(10 6) 

15782(12 1) 

14047( 

22 2) 

18045(* h 

Balance of Trade 

Rs crore 

815 

-15182 

6167 

1259 

-9687 


1809 

10640 


US $ mn 

82 

-4519 

2028 

1019 

1145 


1545 

5910 


Foreign Exchange Reserves 
(excluding gold) 

Rs crore 
US $ rnn 


May 1 

May 5 

Mar 29 



1996 

1995 

1996 

Month 

Ago 

Year 

Ago 

S8942 

64617 

60051 

-192 

-5674 

1708*1 

20672 

17128 

-141 

-1587 


) 21882(127) 19411 ( |94) 24071(11 2) 212^2(9 1) 
) 15782(12 1)14047(22 2) 18045(1 11 17504(62) 

9 -9687 1809 10640 7715 

9 1145 1545 5910 4646 

_ Variatio n O ver _ _ _ _ 

Fiscal Yeai So far 1991 96 "”|994 95“ I99l“94~ 9) 


18402 274*0 5*85 

5640 8724 “Ml 
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Annual Survey of Industries: Profile of Factories 




AU rupees (Rs)m In crime 

| Characteristics 1980 81 

198! 82 

1982-83 1981 84 

1984-85 

1985-86 1986-87 

1987-88 

1988-89 

1989*90 

1990-91 

1991 92 

1992 93 

Factories (Numbers) 

96501 

105036 

91166 

96706 

100328 

101016 

97957 

102596 

104077 

107992 

110179 

112286 

119494 



(8 8) 

(-113) 

(3 8) 

(17) 

(0 7) 

(-3 0) 

(4 7) 

(14) 

(3 8) 

(20) 

(19) 

(64) 

Fixed capital (Rs) 

29900 

34703 

41006 

48606 

54842 

60085 

67211 

78475 

89124 

106928 

133648 

151902 

192871 



(16 1) 

(18 2) 

(18 5) 

(128) 

(96) 

(119) 

(16 7) 

(136) 

(200) 

(25 0) 

(13 7) 

(270) 

I Working capital (Rs) 13208 

15055 

16320 

18504 

22321 

21799 

21801 

27551 

27246 

31864 

42520 

44468 

62490 



(140) 

(8 4) 

(H4) 

(206) 

(66) 

(-84) 

(264) 

H 1) 

(241) 

(256) 

(46) 

(405) 

Productivity 

43108 

49757 

57326 

67110 

77165 

81844 

89034 

106026 

116370 

140792 

176168 

196371 

255362 

capital (Rs) 


(154) 

(15 2) 

(171) 

(110) 

(87) 

(6 2) 

(19 1) 

(9 8) 

(210) 

(211) 

on) 

(100) 

Invested capital (Rs) 

46881 

53991 

62992 

72494 

80502 

88112 

97691 

113934 

112979 

159140 

194911 

221234 

277729 



(15 2) 

(167) 

(15 1) 

(110) 

(91) 

(109) 

(166) 

(167) 

(197) 

(22 5) 

(115) 

325 5) 

Outstanding 

28908 

33499 

38521 

48117 

52475 

62072 

70096 

79417 

65465 

84305 

104566 

110187 

161287 

loans (Rs) 


(159) 

(150) 

(24 9) 

(9 1) 

(181) 

(129) 

(131) 

(-17 6) 

(28 8) 

(240) 

(5 4) 

(464) 

Workers 

6047 

6106 

6311 

6159 

6091 

5819 

5807 

6062 

6026 

6127 

6107 

6269 

6649 

(000 numbers) 


(10) 

(14) 

(-2 4) 

(-1 1) 

(-4 5) 

(-0 2) 

(4 4) 

(-06) 

(5 0) 

(-01) 

(-06) 

(61) 

Mandays workers 

16811 

16862 

17919 

18517 

18555 

17951 

17899 

18712 

18514 

19628 

19495 

19156 

20405 

(lakhs) 


(0 1) 

(6 3) 

(3 3) 

(02) 

(-13) 

(-0 3) 

(41) 

(-1 1) 

(6 0) 

(-07) 

( 07) 

(5 4) 

Employees 

7715 

7778 

8010 

7824 

7872 

7472 

7442 

7786 

7743 

8141 

8161 

8194 

8705 

(000 numbers) 


(0 8) 

(10) 

(-2 1) 

(0 6) 

( 5 1) 

(16) 

(4 6) 

(-0 6) 

(12) 

(0 2) 

(04) 

(62) 

Mandays employees 

21884 

21512 

21175 

21812 

24067 

22987 

21258 

24258 

21004 

25492 

25423 

25574 

27151 

(lakhs) 


(-17) 

(8 7) 

(2 0) 

(10) 

(-4 5) 

(1 2) 

(4 1) 

(-10) 

(6 2) 

( 0 3) 

(06) 

(6 2) 

Wages (Rs) 

1945 

4194 

5148 

5921 

6757 

7092 

7850 

8914 

10292 

11796 

11192 

11583 

16661 



(114) 

(17 2) 

U*5 0) 

(14 1) 

(5 0) 

(107) 

(118) 

(152) 

(146) 

(118) 

(10) 

(22 7) 

Emoluments (Rs) 

6097 

6778 

8046 

9218 

10660 

11081 

12299 

14081 

15728 

18409 

20586 

20970 

27226 



(112) 

(187) 

vl46) 

(116) 

(19) 

(110) 

(141) 

(117) 

(17 0) 

(118) 

(19) 

(29 8) 

I PF social secunty etc 766 

901 

1035 

1218 

1407 

1531 

1688 

1892 

2712 

1254 

1766 

4218 

5125 

(Rs) 


(17 6) 

(149) 

(177) 

(151) 

(8 8) 

(101) 

(12 1) 

(431) 

(200) 

(117) 

(12 0) 

(21 5) 

Total inputs (Rs) 

47238 

56949 

67097 

70017 

80624 

92488 102844 

119187 

142588 

178715 

208986 

231028 

282943 



(206) 

(17 8) 

(4 4) 

(15 l) 

(14 7) 

(112) 

(161) 

(194) 

(25 1) 

(169) 

(11 5) 

(214) 

Gross output (Rs) 

61084 

73610 

86218 

93517 

105566 

119457 113044 

151973 

184349 

210042 

270564 

299196 

168614 



(20 5) 

(17 1) 

(8 5) 

(129) 

(132) 

(114) 

(1*5 7) 

(197) 

(24 8) 

(176) 

(106) 

(23 2) 

Depreciation (Rs) 

1917 

2169 

2468 

1383 

4054 

4401 

4647 

6252 

7126 

8664 

10061 

11141 

14423 



(11 1) 

(13 8) 

(37 1) 

(19 8) 

(8 6) 

(16) 

(141) 

(14 0) 

(21 6) 

(16 1) 

(127) 

(27 2) 

Net value added (Rs) 

11929 

14511 

16674 

20137 

20887 

22568 

25552 

28334 

36415 

42663 

51515 

54827 

71248 



(217) 

(140) 

(20 8) 

(3 7) 

(8 0) 

(112) 

(10 9) 

(22 2) 

(23 2) 

(20 7) 

(6 4) 

(100) 

Rent paid (Rs) 

158 

169 

197 

225 

259 

326 

159 

448 

596 

728 

885 

1191 

1401 



(7 0) 

(166) 

(14 2) 

(151) 

(219) 

(101) 

(24 8) 

(130) 

(22 I) 

(216) 

(34 6) 

(176) 

Interest paid (Rs) 

2741 

1269 

4076 

4699 

5138 

6148 

7088 

8626 

9694 

12137 

14889 

18812 

22624 



(191) 

(24 7) 

(15 3) 

(136) 

05 2) 

(151) 

(217) 

(124) 

(25 2) 

(227) 

(26 3) 

(20 3) 

Net income (Rs) 

9010 

11075 

12401 

15214 

15291 

16094 

18105 

19260 

24145 

29798 

1574! 

34824 

47222 



(22 6) 

(120) 

(22 7) 

(0 5) 

(5 3) 

(12 5) 

(6 4) 

(26 4) 

(22 4) 

(199) 

( 2 6) 

(35 6t 

Net fixed capital 

1318 

5078 

5196 

6211 

6220 

6412 

6505 

8120 

8062 

11502 

14210 

19269 

21618 

formation (Rs) 


(52 1) 

(61) 

(15 1) 

(0 1) 

(3 4) 

(1 1) 

(24 8) 

( 07) 

(42 7) 

(217) 

( 35 4) 

(122) 

Gross fixed capital 

5255 

7246 

7864 

9597 

10275 

10811 

11151 

14172 

15188 

20166 

24293 

30610 

36041 

formation (Rs) 














I Addition to stocks (Rs) 2687 

2814 

2492 

1602 

1492 

2937 

2686 

4459 

9261 

704 3 

8266 

7834 

20406 



(4 7) 

( 114) 

(-35 7) 

(-6 9) 

(96 8) 

(-8 5) 

(66 0) 

(107 7) 

(-23 9) 

(174) 

t 5 2) 

(160 5; 

Gross capital 

7942 

10061 

10355 

11198 

11767 

1 (770 

11837 

18831 

24448 

27209 

32559 

38445 

56447 

formation (Rs) 


(26 7) 

(2 9) 

(8 1) 

(5 1) 

(17 0) 

(05) 

(36 1) 

(29 8) 

(II 3) 

(19 7) 

(181) 

(46 8) 

Profits (Rs) 

2168 

1196 

3319 

4780 

3223 

1482 

4118 

3287 

5905 

8136 

11389 

9635 

14871 



(16 6) 

(-2 1) 

(44 0) 

(-12 6) 

(8 0) 

(183) 

( 20 2) 

(79 6) 

(37 8) 

(40 0) 

( 15 4) 

(54 3) 




Structural Ratios (In Rupees) 




Technical Coefficients (Ratios) | 

Year Fixed 

Gross 

Net 

Fixed 

Gross 

Net Value Emolu Wages 

Fixed 

Fixed Net Value 

Emolu 

Capital 

Output 

Value 

Capital 

Output 

Added 

menls Per 

Per Capital to Capital Added to 

menls to 

Per 

Per Added Per 

Per 

Per Emp 

Per 

Employee Worker Net Value to Gross 

Gross Net Value 1 

Factory 

Factory Factory Employee 

loyee 

Employee 


Added Output 

Output 

Added 

1980 81 10 98 

6110 

12 36 

18075 

77784 

15190 

7761 

6524 

251 

0 49 

0 20 

051 

1981 82 13 01 

70 10 

1182 

51955 

91127 

18416 

8585 

7196 

219 

0 47 

0 20 

0 47 

1982-81 44 01 

92 56 

17 90 

51194 

107661 

20816 

10045 

8155 

2 46 

0 48 

0 19 

048 

1981 84 SO 26 

96 72 

20 82 

62124 

119551 

25717 

11782 

9614 

2 4! 

0 52 

0 22 

0 46 

1984 85 54 66 

105 22 

20 82 

69667 

114101 

26511 

13542 11093 

2 61 

0 52 

0 20 

051 

1985 86 59 48 

118 26 

22 14 

80414 

159871 

10201 

14830 12188 

2 66 

0 50 

0 19 

0 49 

1986 87 68 63 

115 82 

26 08 

90340 

178775 

14115 

16526 13518 

2 61 

051 

0 19 

0 48 

1987 88 76 49 

150 08 

27 62 

100790 

197756 

36391 

18085 14718 

2 67 

051 

0 18 

0 50 

1988 89 81 61 

177 M 

31 28 

115101 

218081 

44711 

20112 17079 

2 57 

0 48 

0 19 

045 

1989 90 99 01 

21102 

19 51 

111111 

282501 

52192 

22607 18644 

251 

0 46 

0 19 

0 43 

1990 91 12110 

245 57 

46 76 

161724 

111452 

61108 

25219 20916 

2 59 

0 49 

0 19 

0 40 

1991 92 135 28 

266 46 

48 81 

185192 

165158 

66915 

25594 21666 

2 77 

051 

0 18 

0 38 

1992 91 161 4! 

308 48 

59 62 

221565 

421451 

81848 

11277 25056 

271 

0 52 

019 

0 38 


Source Annual Sune\ of Industries 1992 93 

Note r ( 1 ) Superscript numeral denotes month to which figure relates e g superscript 4 stands for Apnl (u) Figures in brackets arc percentage 
variations over the period specified or over the comparable period of the previous year 
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COMPANIES 


T 


PHILIPS INDIA 

Strategy for Growth 

PHILIPS INDIA’S (PIL) performance m the 
financial year ended December 4995 was 
marked by a 48 per cent fall in net profits 
in spite of a 33 percent increase in turnover 
Interest cost moved up by 74 per cent trom 
Rs 16 crore to Rs 28 crore A 20 per cent 
increase in provision tor depreciation was 
more than nullified by a 58 per cent decline 
in tax provision 

The unsatisfactory performance has been 
attributed to severe competition resulting m 
pressure on margins The company faces 
competition from Braun, Electrolux, 
Motorola Sony, Matsushita and General 
Electric The company also had to provide 
tor an expenditure of Rs 10 crore on the 
information technology network that it 
set up 

Unable to touch prices the compan) is 
looking at various ways of cutting costs 
Philips has adopted a three pronged strategy 
offer products available overseas by 
accessing Philips worldwide technology, 
laynch new products in quick succession by 
sourcing them trom small businesses and 
pre empt competition by flooding shops 
and supplement these with a strong market 
ing and advertising campaign PIL Ins 
started by indigent sing some of its lower 
end audio and TV products as well as simp 
ler domestic appliances PIl has been 
introducing a new product every 45 days 

Apart lrom its lighting division PIL s 
other units include consumer electronics 
domestic appliances and personal health care 
and communications systems at its six 
production bases at Calcutta Lorn Kalwa 
and Pune The company has the advantage 
ot an extensive sales and distribution network 
coupled with an extremely i omprehensive 
product profile 

Though its consumer electronics division 
accounts lot 55 per cent the company's 
sales, PIL has realised that margins in 
consumer electronics are going to remain 
underpressure The company has therefore, 
identified personal care products as a high 
growth area with sales jumping up from 
Rs 2 crore in 1993 to Rs 31 crore in 1994 
and to Rs 60 crore in 1995 PIL also plans 
to concentrate on lighting products where 
it is a leader with a market share of 35 per 
cent share in lamps and 70 per cent in light¬ 
ing systems 

To set up a Rs 300-crore lamp and glass 
manufacturing complex near Kota the 
company has signed an MOU with Rajasthan 
State Industrial Corporation The project 
will provide employment to about 1,200 


people and help m the development of 
ancillanes in the glass and electrical sector 
It will have a capacity of400mn glass pieces 
and 60 mn flourescent tubular lamps a year 
The plant is expected to commence 
production by March 1997 The output is 
to be captively consumed by the company's 
lighting division The project is being funded 
through internal accruals 

The company has launched a complete 
range of personal fax machines in India li 
has also introduced its 900 senes digital hi 
ft system consisting of a compact disc player 
and double cassette deck 

PIL plans annual investment of Rs 100 
crore for several years in telecommuni 
cations, lighting components,glass-making 
and a colour picture-tube plant Targeting 
telecommunications as a major growth 
area it has started dealing in mobile and 
cellular equipment pagers and fibre optic 
transmission The company also introduced 
voltage dependent resistors for the first time 
in the Indian market It is in the process of 
acquiring a controlling stake m the Madras 
based Elcompo Electronic Industries for 
manufacture of wire wound components 
The joint venture will obtain technological 
know how trom abroad for manufacturing 
components and PIL will procure the output 
tor its own use and tor sale to other Phillips 
group of companies 

GLAXO INDIA 

Major Restructuring 

Dominating the anti ulcer drugs market 
Glaxo is strong in vitamins stenods 
painkillers and antibiotics A consequence 
of the world wide ac quisition of the Wei Icome 
group by Glaxo m early 1995, Glaxo India 
and Burroughs Wellcome have been merged 
into a single entity 

Evaluating the performance for 18 months 
ended December 1995 on an annualised 
basis the following picture emerges Net 
sales showed a decline of 4 per cent Other 
income on the other hand rose by 57 per cent 
from Rs 23 crore to Rs 52 crore Interest c ost 
showed a decrease ot 27 per cent Provision 
tor depreciation wa> down by 5 per cent 
whereas that for tax moved up sharply from 
Rs 20 crore to Rs 185 crore Glaxo ended 
with a net profit of Rs 185 crore, up by 351 
per cent from Rs 14 crore in the previous 
year Glaxo has not declared a final dividend, 
having declared an mteum dividend of 175 
per cent earlier The company has reverted 
to a 12-month firanctal year effective from 
January 1996 

The company s profit for the 18-month 
penod includes Rs 174 crore from the sale 


of the family product, business to US-based 
Hem/ Also included is the payment of 
Rs 30 crore received under an agreement 
for restrictive covenant in respect of the 
sold business The jump in other income 
was on account of the deployment of the 
funds received from the sale of the family 
products division in debt instruments 

Two major changes have been responsible 
for the fall in sales - first, the sale of the 
family products division and, second, the 
price cut for ranitidine When the government 
cut the price of ranitidine the hardest hit was 
Glaxo s Zmetac brand, the market leader 
Later that year saw the the sale of family 
products division to Heinz, as a going concern 
tor Rs 210 crore This division contributed 
approximately Rs 150 crore to the turnover 
annually The turnover of Rs 907 crore 
recorded by the company after excluding the 
contribution of the family products division 
reflects an increase of 25 per cent according 
to the company 

To cut distribution costs, Glaxo has 
replaced its branch offices and depots with 
a network of clearing and forwarding agents 
A total of 281 workers composing a major 
chunk of the distribution workforce m the 
company have opted a the voluntary 
retirement scheme The VRS is expected to 
cost the company Rs 30 38 crore The 
company has decided to concentrate on its 
core pharmaceutical business and plans to 
source a number of products from its UK- 
based parent To further enlarge its product 
base the company is entering into licensing 
arrangements with other global drug majors 
to market their drugs here Glaxo is also 
concentrating on the genenc drugs market 
It is moving out of the production of 
certain formulations and outsourcing them 
instead 

During the year Glaxo undertook a 
modification and expansion plan at its 
chemical factories at Thane and Ankleshwar 
A similar programme was also undertaken 
at its Nashik facility for manufacture of 
creams and ointments The company 
commissioned a newly designed tablet 
manufacturing facility at its Worli factory 
The company has identified vitamins and 
steroids as the new thrust area 

With a view to boosting its presence m 
the domestic veterinary market, the com¬ 
pany has struck a deal with Grampian 
Pharmaceuticals, a leading animal health 
care company of UK Under the tripartite 
agreement between Glaxo Grampian and 
Global Parenterals, a Bangalore-based 
pharmaceutical company a range of 
vertennary products of Grampian will be 
produced in India and marketed by Glaxo 
under its brand name 
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The Week’* CoMpaoks 

(Rslakh) 


Financial Indicators 

Philips 

India 

Glaxo 

Cwtrol 

India 

Dec 

1995 

Dec 

1994 

Dec 

1995 

June 

1994 

Dec 

1995 

Dec 

1994 

Income/appropriations 

1 Net sales 

148036 

111128 

76363 

68365 

64616 

50034 

2 Value of production 

154020 

115661 

76868 

66393 

64869 

51085 

3 Other Income 

1343 

1364 

5153 

2277 

2165 

1845 

4 Total income 

155363 

117025 

82021 

68670 

67034 

52900 

5 Raw matenals/stores and 
spares consumed 

100902 

71152 

43662 

31629 

41972 

32715 

6 Other manufacturing expenses 

1821 

1677 

3516 

10576 

165 

129 

7 Remuneration to employees 

10166 

8065 

12262 

7259 

1869 

1476 

8 Other expenses 

32807 

230% 

10947 

10884 

8631 

5997 

9 Operating profit 

9667 

13075 

11634 

8322 

14397 

12583 

10 Interest 

2758 

1581 

1590 

2277 

1136 

827 

11 Gross profit 

6986 

11550 

28194 

6050 

14827 

12116 

12 Depreciation 

2613 

2177 

1810 

1645 

258 

258 

13 Profit before tax 

4373 

9373 

26384 

4405 

14559 

11852 

14 Tax provision 

2082 

4950 

7875 

2025 

5390 

4554 

15 Profit after tax 

2291 

4423 

18509 

2180 

9169 

7298 

16 Dividends 

1138 

1068 

12194 

1076 

5249 

2894 

17 Retaiiu d profit 

1153 

3355 

6515 

1304 

1920 

4404 

Llabillties/assets 

18 Paid up capital 

4552 

4552 

5978 

2989 

6175 

3859 

19 Reserves and surplus 

15719 

14608 

17269 

13942 

18928 

16120 

20 Long term loans 

8114 

4002 

1621 

2649 

313 

1573 

21 Short term loans 

8963 

2281 

2619 

2857 

4390 

3418 

22 Of which bank borrowings 

7463 

1281 

1915 

116 

3116 

2719 

23 Gross fixed assets 

34226 

28078 

18224 

19414 

8542 

5175 

24 Accumulated depreciation 

17321 

14876 

9621 

9405 

1220 

1707 

25 Inventones 

23223 

17005 

9640 

915S 

14841 

12452 

26 Total assets/liabihncs 

73951 

52460 

44983 

30841 

44773 

38881 

Miscellaneous items 

27 Excise duty 

4412 

4957 

7793 

4852 

6804 

4612 

28 Gross value added 

20416 

21450 

56927 

15192 

19345 

14231 

29 Total foreign exchange income 

1846 

1565 

5669 

2075 

472 

208 

30 Total foreign exchange outgo 

14498 

8919 

3385 

1861 

13781 

12260 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 200 2 

211 8 

169 8 

221 7 

144 3 

128 7 

32 Sales to total net assets (%) 

396 4 

436 8 

277 8 

304 7 

2168 

2004 

33 Gross value added to 
gross fixed assets (%) 

59 7 

76 4 

3124 

78 3 

226 5 

275 0 

34 Return on investment 

(gross profit to total assets) {%) 

94 

22 0 

62 7 

196 

33 1 

31 2 

35 Gross profit to sales 
(gross margin) (%) 

47 

104 

16 9 

88 

22 9 

24 2 

36 Operating profit to sales (%) 

65 

11 8 

152 

122 

22 3 

25 1 

37 Profit before lax to sales (%) 

30 

84 

34 6 

64 

22 5 

23 7 

38 Tax provision to 
profit before tax (%) 

47 6 

52 8 

29 8 

46 0 

37 0 

38 4 

39 Profit alter ux lo net worth 
(return on equity) (%) 

113 

23 1 

69 6 

14 1 

36 5 

36 5 

40 Dividend (%) 

25 00 

1500 

000 

4000 

45 00 

55 00 

41 Earning per share (Rs) 

5 03 

9 72 

30 96 

7 96 

14 85 

1891 

42 Book value per share (Rs) 

445 

42 1 

38 9 

56 6 

407 

51 8 

43 P/E ratio (based on latest and 
corresponding last year's price) 

30 1 

407 

75 

69 1 

32 1 

25 9 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

400 

209 

70 

156 

1 2 

79 

45 Short term bank borrowings 
to inventones (%) 

32 1 

75 

20 1 

I 3 

210 

21 8 

46 Sundry creditors to 
sundry debtors (%) 

118 6 

143 4 

148 1 

249 8 

129 9 

159 0 

47 Total remuneration to employees 
to gross value added (%) 

49 8 

37 6 

21 5 

47 8 

97 

10 4 

48 Total remuneration to employees 
to value of production (%) 

66 

70 

16 0 

10 9 

29 

29 

49 Gross fixed assets 
formation (%) 

21 9 

_ 

-61 

_ 

65 1 

_ 

50 Growth in inventories (%) 

36 57 


530 

- 

19 19 

- 


CASTROL 

Rise in Sales 

Castro! began its Indian operations in 
1919 as C C Wakefield and Company, 
changed its name to Castro! in I960, to 
Indrol in 1979 and back to Castro! in 
1990 Castro] manufactures automotive 
and industrial lubricants and cable-filled 
jellies and waxes The company has an 
estimated 15per cent share in the Rs4,500 
trore lubricants market and has built up 
an extensive distribution network of more 
than 12,000 trade outlets 

The company closed the year ended 
December 199S with a sales turnover of 
Rs 646 crore, up by 29 per cent from 
Rs 500 crore in the previous year Other 
income moved up by 17 per cent taking 
total income to Rs 670 crore, a nse of 27 
per cent from Rs 529 ci ore in the previous 
year Interest cost moved up by 37 per 
cent and provision for tax rose by 26 per 
cent Castrol India ended the year with a 
net profit of Rs 92 crore, up by 26 per 
cent from Rs 73 crore in the previous year 
A dividend of 55 per cent has been 
recommended by the board of directors 
which together with the interim divi 
dend of 30 per cent, works out to a final 
dis idend of 85 per cent for the year ended 
December 1995 

Castrol ’ s extensive distribution network 
and the products that it has launched in 
the past two years have contributed 
significantly to the improved performance 
Added to this has been the improvement 
in the supply chain management on 
account of the linking of offices with 
plants and depots via satellite The 
company is setting up a plant at Sihassa 
at an estimated cost of Rs 50 croic with 
a capacity ol 1,50,000 kilo lines per 
annum Having a multi-product blending 
capacity, the plant is to have facilities 
suitable for automotive, industrial, marine 
and other products Coupled with this has 
been the debottlenecking at its six units 
at a cost of Rs 20 crore 

Half yearly results for the period ended 
June 1996 show a 34 per cent increase 
m net profit to Rs 54 crore Sales rose to 
Rs 332 crore, a nse of 26 per cent Both 
provision for depreciation and tax have 
nsen as compared to the corresponding 
penod in the previous ycaflr Other income 
moved up from Rs 16 erpre to Rs 28 crore 
and includes Rs 15 crofe earned from sale 
of assets An intenm dividend of 30 per 
cent has been announced 

Castrol has a local R and D facility 
enabling it to adapt international tech¬ 
nologies to suit local conditions The 
R and D department develops products to 
meet specific needs 
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OF LIFE, LETTERS AND POLITICS 


Remembering Krishna Menon 

GPD 


Krishna Menon, who was bom a hundred years ago, believed that 
nations and civilisations are not ‘imaginary homelands \ For him, like 
for K M Panikkar ; western dominance was the outstanding reality for 
most of Asia. By ignoring that you might be getting your economics 
right , but you were getting your politics suicidally wrong . 


KRISHNA MENON was bom a hundred 
yearsago It almost seems that this remarkable 
man was bom in another ‘yuga’ almost Or 
perhaps in another ‘kalpa* By ancient Indian 
reckoning time is divided into tour yugas and 
after the tour yugas there is the proverbial 
flood and the world gets destroyed and a new 
beginning is made The tour yugas constitute 
a kalpa Menon's view of the world-as 
valid today as when it was articulated - seems 
a view of an unreal, almost non-existent 
world When Menon lived it was possible 
to speak of imperialism It is no longer 
possible to speak let alone of imperialism but 
even of the dominance of the Euro-American 
states Menon believed that nations and 
civilisations are not "imaginary homelands' 
He also believed that multinationals or no 
multinationals, the central fact of international 
politics was dominance by a tew over the 
unfortunate mass of the third world For him, 
like for K M Panikkar, western dominance 
was the outstanding reality for most ot Asia 
By ignoring that you may be getting your eco¬ 
nomics right but you are getting your politics 
wrong, suicidally wrong, irretrievably wrong 
Menon was a much-maligned man 
Because our elite, such as it is, does not like 
blunt and square criticism of the west It likes 
pseudo battles and debates Witness the ro ent 
discussion on the nuclear question in our 
media Some of our liberals would want us 
to go along with whatever the west has 
drafted in the name ot nuclear non¬ 
proliferation Some of our nationalists would 
want us not to go along with that document 
without opting lor rhe bomb ourselves It is 
a fine documental war Angry doves versus 
the angry hawks fighting in a truly 
brahmamcal manner over the legal words 
and provisions over something which both 
don't visualise really making or using All 
foreign policy now consists of material 
concessions and ethereal resistance Menon 
could not undei stand this attitude. In his 
view people who wanted such a foreign 
policy were the ‘Voice of America', a meta¬ 
phor he used once in a speech in Delhi In 
his husky, hoarse and heavy accent he came 
down heavily on these people He got away 
with it at that time because ‘nationalism', 
especially economic nationalism, was not an 
outmoded category yet But he did not quite 
get away with it He remained one person 
almost universally hated, disliked and 
systematically maligned. Those who played 
this game included some journalists 


pretending to be creative writers They 
obviously enjoyed the game. Over the years 
these people have been joined by others 
They have tried and demolished everybody 
and anybody that mattered to India’s anti- 
imperialist movement Attacks on Menon 
then and attacks on Gandhi are of a piece 
It is not anybody's argument that Menon or 
Gandhi were always or even mostly right 
The point is that when you attack these 
people without a historical perspective, you 
are devaluing the anti-imperialist legacy of 
the Indian people Menon was not just a 
defence minister orearher an editor ofPenguin 
Books He was, like Gandhi, inseparable 
from that legacy To run him down on petty, 
personal grounds, as so many did, was to run 
that legacy down Menon is gone and 
forgotten but the tradition of belittling that 
legacy continues 

Menon was a typical cold-war period 
statesman Our elite, even in Nehru’s times, 
had very little use tor statesmen like him 
They suffered him because Nehru, in their 
view, imposed him on this nation. This 
Malayalee gentleman wiio otherwise would 
have made an ideal member of the House 
ot Commons was hounded out of his 
constituency in Mumbai and had to seek a 
safe seat m West Bengal under the aegis of 
the Lett Front That was rather ironical 
Because while our national press was ready 
to dump him as yet another ‘commie’ who 
had managed to infiltrate the Congress, he 
was not a communist, and no great friend 
of the communists either His acerbic 
comment once was “They think I was bom 
in Moscow, I have never even been there” 
His love or the lack of it for Stalinist socialism 
was not much of a mystery Somebody 
whose intellectual upbringing had some¬ 
thing to do with Fabian socialism and the 
increasing European disillusionment with 
authoritarianism was accused here of being 
an admirei of Stalinist socialism Nothing 
could have been more wrong. To cap it all, 
his last term in parliament was made possible 
by a party which swore by Stalin. His 
‘nationalist’ colleagues had abandoned him 
and Nehru had washed las hands of him 

That had happened following the war with 
China in 1962 Despite his enormous 
expenenceof world politics, his sharp intellect 
and perceptive analysis, he could never really 
understand either Mao or Zhou Enlai. They 
were not like the communists that he had 
known or read about He probably thought 


they were more Chinese nationalists than 
communists. And if bethought so, his instincts 
led him to believe that they were more 
communists than nationalists. He could never 
solve the contradiction inherent in his view 
of Asian communism (or shall we call it 
eastern Marxism todistinguish it from western 
Marxism 7 ) If he had, he would have probably 
advised Nehru to accept the Zhou Enlai 
package (on the border question) when he 
visited here last in Apnl 1960. His firmness 
on Kashmir and Pakistan was of a different 
order There were many who took a different 
view then There are many more who do so 
now Krishna Menon, however, could never 
think of the Kashmir question without 
reference to imperialism or even the religious 
question Self-determination in Kashmir was 
and is religious self-determination. To think 
otherwise is not only to delude onself on the 
question of Kashmir but also to set the process 
of creating a modem secular polity in India 
back by several decades if not by centuries 
That's why his near-heroic marathon speech 
of nearly nine hours in the United Nations. 
This kind of problem was not there with 
China It was a relatively small bilateral 
problem having very little bearing on the 
domestic political process m either country. 
And yet Krishna Menon could never take 
that view An inheritor of anti-impenalist 
legacy like Menon could not see that for Ma6 
and Zhou the memories of imperialist 
domination were no less relevant and central. 
He understood the cold war so well that he 
failed to see that India’s attitudes to China 
were not and could not have been ennrely 
a function of the cold war Nor did he see 
that the argument that in an epoch of imperi¬ 
alism nationalism was not an outmoded value 
was as much valid for China as it was for 
India If he had seen that (along with Nehru, 
that is), there was an outside chance that 
1962 could have been avoided It is no use 
talking in terms ot the its and buts of history. 
But one does wish that Nehru and Menon 
had not made that mistake of rejecting the 
Zhou Enlai package on the border m 1960. 

But then Menon was not a perfect human 
being Nobody is In 1996these errors appear 
quite small in view of what China and India 
and several other states have done to 
themselves since Krishna Menon did not 
want to concede Aksai Chin to China 
Narasimha Rao has conceded the whole of 
India to transnationals Menon could not 
understand the nationalism ot surrender His 
modem-day successors do not understand 
any other. It's quite a commentary on the 
times that our leaders have decided to play 
games with the memory of Menon The 
greatest champions of the nationalism of 
surrender are members of a committee 
constituted to celebrate his birth centenary. 
If Menon would have been alive, he might 
have well repeated the words of Sir John 
Falstaff in the Merry Wives of Windsor , “I 
do begin to perceive that I have been made 
an ass 1 ” 
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COMMENTARY 


Reversing the Option 
Civil Codes and Personal Laws 

In the present political situation where the issue of women*s rights 
continues to be subordinated to the imperatives of majoritarianism and 
minoritarianism, it is necessary to make a conceptual shift in the way in 
which family laws have so far been envisaged. This note presents a 
proposal prepared by a Working Group on Women's Rights which , 
while restoring the focus on women's rights , also aims to change the 
terms of the debate . The members of the Working Group are Amrita 
Chhachhi, Farida Khan , Gautam Navlakha, Kumkum Sangari , Neeraj 
Malik, Nivedita Menon, Ritu Menon, Tanika Sarkar , Uma Chakravarti, 
Urvashi Butalia and Zoya Hasan . 


THE terms of the current discussion on the 
uniform civil code and personal laws were 
set by the political positions which 
crystallised around the Shah Bano case, so 
that at present there appear to be only three 
options - support for a uniform civil code 
(UCC), reform within personal law; or an 
optional uniform civil code. Though there 
are different nuances within these, we feel 
that all three options are limited. In the 
present political situation where the issue of 
women 1 s rights continues to be subordinated 
to the imperatives of majoritarianism and 
minoritarianism, it is necessary to rethink 
the whole issue from a broader perspective 
based on democratic principles. We are 
presenting a proposal, the result of intensive 
discussions, which, while restoring the focus 
on women’s rights (as other democratic and 
feminist groups are trying to do), also aims 
to change the terms of the debate. Our 
intention is to intervene in the present 
controversy surrounding the question of legal 
reform and to provoke a debate on somewhat 
different lines. Our proposal does not offer 
a package of laws or deal with legal 
technicalities, but attempts a conceptual shift 
in the way in which family laws have so far 
been envisaged. 

Problems with UCC 

The early notion of a uniform civil code, 
as presented in the 1940s and 1950s, was 
developed within a nationalist framework 
with a double agenda of improving the status 
of women and unifying thedifferent religious 
communities through a set of common laws. 
We recognise the pioneering work and 
commitment of the early feminists to more 
gender-just laws than the personal laws 
operative in the 1940s (and importance within 
that historical context); nevertheless their 
early conception of the UCC was problematic 
on three inter-related counts. These problems 
are related not to uniformity per se but to 
its ideological deployment. 


1 The idea of the UCC rested on a mechanical 
notion of the integration of different com¬ 
munities through uniformity of laws; it 
also linked integration to the achievement 
of a modern nation-slate. Thus, while 
demanding the UCC in the Constituent 
Assembly, M R Masani, Hansa Mehta and 
Amrit Kaur - who dissented from the 
decision of the sub-committee to not 
include UCC in Fundamental Rights and 
took admirable positions on several issues 
- bemoaned the continuance of personal 
laws as keeping India back from advancing 
to nationhood. Further, it did not attempt 
to take into account the social dif¬ 
ferentiation that exists in India, even as 
it sought to transcend them in the realm 
of rights. While the question of national 
unity was sought to be resolved legalis- 
tically. national integration was to be based 
only on the legal integration of religious 
communities. Uniformity was thus 
attempted only m personal laws and not 
in social life as a whole, as for example, 
in the equitable distribution of resources. 

2 Since the UCC was seen to be a corrective 
for divisive colonial policies and a formula 
for integrating people into one nation in 
the 1940s and 1950s, this approach has 
made it possible to underplay the question 
of women’s rights. The Committee on the 
Status of Women (1975) returned the 
spotlight to the rights of women, but even 
so. it did not fully distance itself from the 
earlier conception of the UCC as furthering 
national integration. The focus on the need 
for a UCC to integrate the nation has 
enabled its appropriation as a campaign 
issue for the BJP. Over the years the 
question of women’s rights has either been 
underplayed or used as a convenient 
rhetorical position. 

These problems have been most evident 
in, indeed intensified by, the judiciary. In 
cases involving Muslim personal law, 
Supreme Court judges have foregrounded 


and explicitly regarded the ’oneness’ of the 
nation, as well as loyalty to it to beat stake 
if different minority groups follow different 
family laws. In the Shah Bano case (1985) 
judges said that “a common civil code will 
help the cause of national integration by 
removing disparate loyalties in laws which 
have conflicting ideologies”.* 

In the recent Supreme Court judgment on 
Sarla Mud gal vs Union of India <1995) the 
judges repeated this and further held: ’Tn the 
Indian Republic there was to be only one 
nation - Indian nation - and no community 
could claim to remain a separate entity on 
the basis of religion.” They added: 4t The 
Hindus and Sikhs have forsaken their 
sentiments in the cause of national unity and 
integration; some other would not...” 

What is more disconcerting, even 
disturbing, is the way the UCC is invoked 
routinely, almost reflexively, by judges 
pronouncing on cases involving Muslim 
personal law - whether maintenance or triple 
talaq or bigamy - but never when confronted 
with the inequities of Hindu personal law 
in court. Thus in the Sarla Mudgal case, the 
Supreme Court judgment dealt with bigamy 
from the point of view of the provision for 
polygamy in the Muslim personal law, which 
was represented as being the main reason 
for Hindu bigamy. The judgment ignored 
the high incidence of Hindu bigamy that 
exists even without recourse to Muslim 
personal law. It also ignored the tact that in 
allowing Hindu marriage rituals to be the 
sole proof of marriage, the lacunae in Hindu 
personal law have combined with the 
judiciary’s own interpretations to facilitate 
bigamy. They also did not ask for the 
strengthening and uniform application of 
the existing penal provisions for prosecution 
of bigamy or for better laws on divorce. 

When these two kinds of judicial state¬ 
ments are considered together, the first 
upholding patriotic Hindus and Sikhs, and 
the second invoking a UCC only when faced 
with gender inequities under Muslim 
personal law, they assume the following 
dangerous logic: Hindus have reformed 
themselves; others have to be brought in line 
with them or, more patronisingly, raised to 
their level; and minority communities are 
anti-national in retaining special privileges' 
through personal laws. 

The difficulty of conceptually disentan¬ 
gling equality for women from the unity ol 
the nation has had three consequences: 

First, it produced an idea of the nation that 
could only veer between the ideal of 
uniformity and the constitutional guarantees 
of religious freedom. By pitting the two 
against each other, it provided an easy weapon 
to communalists, who latched on either to 
the one or to the other. A second level ot 
contradiction between the justiciable and 
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also set upaproblcmatic opposition between 
gender justice and freedom of religion; this 
too has been used by communalists and 
interpreted in an entirely sectarian and 
patriarchal spirit. 

Second, it severely limited the ways in 
which the question of gender justice could 
be posed. The focus remained on the in¬ 
equalities and differences between com¬ 
munities because of the existence of separate 
personal laws, rather than on the injustice 
that exists within each personal law. The 
emphasis was less often on equality and 
;most often on uniformity among com- 
(tnunities. 

: Third, the particular package of laws that 
would comprise the UCC was never made 
clear. 

3 There was another conceptual flaw in the 
original premise of the UCC. that has been 
unquestioningly repeated. It compart¬ 
mentalises civil law into the public and 
private, the former dealing with and related 
primarily to the world of business, contracts 
and property, the latter restricted to the 
family and domestic matters. All attempts 
to address (he discrimination against 
women in the latter sphere have left un¬ 
challenged the pubhe/private dichotomy. 

„ The UCC has been regarded as merely a 
i substitute that is still confined to family 
and domestic matters. This creates several 
. problems; for instance, the I act that 
/inheritance comes under both sets of laws, 
| compounds the nature of discrimination 
p against women. This division, as well as 
the naming of civil law governing the 
family as ‘personal’ and 'religious', can 
both be traced back to the colonial period 
and British ideologies of rule and methods 
. of consolidating political power. This 
i naming was also problematic because most 
of these laws were being codified and 
i enacted by the state. 

We feel that we cannot sympathise with 
. a defence of the UCC on the ground of these 
i ideological notions of national unity or 
uniformity. Nor can we support either resis- 
| tance to or attacks on legal reform from any 
quarter (even u presented as resistance to 
imposed ‘uniformity’) when they are based 
on preserving patriarchal privileges. Wc feel 
the question of gender justice has to be 
delinked from national unity and uniformity. 

; Equally we feel it has to be delinked from 
i cominunalisation. The UCC as posed by the 
• BJP and Sangh ‘parivar’ never takes into 
account even existing secular provisions that 
are more gender-just than personal laws, let 
alone coming up with concrete proposals. 
Either they suggest, as Sushma Swaraj has 
done, that the UCC should be based on the 
best from all personal laws, or, as the VHP 
has done, that the Hindu personal law should 
be imposed on all citizens. Further, more 
often than not, their advocacy of a UCC 
seems to hinge on a contest over male 


privilege, and iMs m ecWevtog 
a parity of such privilege between men of 
different religions. 

Problems with Personal Laws 

As far as personal laws are concerned, 
all of them without exception are riven with 
problems that have repeatedly been posed 
by feminist groups in the past decades. The 
problems are not confined to the content of 
personal laws; they extend to their 
foundational principles as well. 

1 Personal laws are as conceptually flawed 
as the UCC since they deny to women 
within communities the rights that com¬ 
munities claim for themselves - that is, the 
right to self-determination, autonomy and 
access to resources. 

2 A)) personal laws are highly discriminatory 
against women since they are based on an 
interpretation of religion that sanctions 
patriarchy and resists democratic and egali¬ 
tarian relations between men and women 
outside as well as within the family. This 
is evidenced by the fact that Hindu laws 
were reformed in the teeth of orthodox 
opposition and arc still far from granting 
justice to women in matters of inheritance, 
adoption, maintenance and custodial rights. 

3 Historically, reform and codification of 
personal laws eroded some of the custo¬ 
mary variations and diversities within 
communities. In other words as a principle 
of plurality, it has so far been in danger 
of cancelling itself out by advocating 
homogeneity within existing communities. 
Moreover defence of personal laws on the 
grounds of defence of community is no 
different, in theory, from defence of a 
UCC on the ground of defence of the 
nation - it is simply that different types 
of particularity are being defended and the 
choice between them is either arbitrary or 
self-interested and politically motivated. 

4 Personal laws are applicable to all members 
of a community by virtue of being born 
into that community. As such these laws 
do not allow any choice to individuals who 
may be non-believers or dissenters, or 
believers who do not wish to be governed 
by discriminatory and unjust laws which 
are violative of their fundamental rights. 
As feminists, we arc committed to the right 
to chosen political affiliation that rests 
neither on biological difference nor on 
belonging by birth. Our commitment is to 
a broad-based struggle against patriarchal 
oppression. 

5 Equally, we need to think about the 
democratic principles infringed in allowing 
so-called group or community rights to 
override women* s individual rights. Where 
community rights infringe the rights of 
women and other groups within the 
community, they ire to be rejected. We 
feel that the focus must be shifted un¬ 
ambiguously to working towards the non- 
negotiableandinalienablerightsof citizens. 


Economic and Political Weekly May 18, 1996 


at a group, M speak on 

behalf of community identities and that our 
own role cannot be that of working out the 
modalities from within. Reform from within 
involves adopting the role of interlocutor 
within a community as also the question of 
the reinterpretation of religious texts. 

We also see the limited success of the 
historical process of reforms in all personal 
laws (Parsi, Christian, Hindu and Muslim) 
and its failure to abolish patriarchal privi¬ 
leges. Current attempts at reform flounder 
against the entrenched patriarchal and 
institutional power of religious leaders; they 
are setting limits on who can be the agents 
oi reform, on the terms of these reforms as 
well as on the strategies for such reforms. 
As a result, proposals for reform are either 
watered down or curtailed or are simply not 
enabling for women. Present attempts, as m 
the case of the proposed Christian Marriages 
Act, are also being brought to an impasse 
by the prevarications of the state. 

At the same time we feel that all efforts 
within any community for reform are intrinsic 
parts of a wider political process and the 
larger debate on equal rights for women. We 
hope they will respond to and enter into a 
dialogue with our suggestions. 

We realise the difficulty of our project for 
rethinking laws in a climate where minorities 
feel beleaguered by majoritarianism. This is 
all the more so because reframing laws is 
perceived to be an attack on minorities. > 
However, we feel that the struggle for formal 
equality and rights for all women including 
those belonging to minorities cannot be 
surrendered. And the struggle for the rights 
of all women should attempt not to contribute 
to a situation m which minority rights aie 
pitted against women's rights. 

This struggle must be accompanied by a 
genuine commitment to the protection of 
minorities on the part of citizens and state 
especially given the structural discrimination 
against minorities. A firm commitment to 
the protection of minority interests neces¬ 
sitates ensuring the punishment of those 
guilty of riot violence. Those guilty of loot, 
arson and killing have hitherto tended to go 
away scot-free. We are opposed to the poli¬ 
tical manipulation of all religious identities. 
Further, the state's indulgence towards the 
criminal activities of the Hindutva brigade, 
the absence of criminal prosecution, com¬ 
bined with the government's recognition of 
the religious leadership of every denomi¬ 
nation as legitimate interlocutor in fact 
promotes the erosion of popular sovereignty. 

Reversing the Option 

Our effort is to extract the discussion on 
the UCC from the framework of the com¬ 
parative rights of communities - between 
each other and between communities and the 
nation - and to recast this discussion in terms 
of the rights of women as citizens occupying 
the public sphere, with rights to work, to 
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equal wages, to equality within the family, 
in a way which does not compartmentalise 
the public and the private. In other words, 
equal rights that can procure gender justice 
should not exclude affirmative action or 
protection for women. 

Since women's oppression is located in 
organised and unorganised collectivities be 
it state, family, community, workplace, only 
a concept of rights can address these in their 
totality. Here lies the possibility of a tangible 
gain in the shape of law as well as a marked 
advance in intellectual and political life, 
since in the struggle to protect and actualise 
these rights there would be mobilisation and 
wider debate among feminist, left and 
democratic groups or organisations. 

We have devised a system of options in 
keeping with (a) our commitment to rights; 
(b)ourunderstandingof the present political 
situation, in which personal laws not only 
have a legal presence, but have further 
become ‘symbolic’ of community identity 
and an object of communalisation. We arc 
in full agreement with all feminist, left and 
democratic groups who would liketoexpand 
the number of secular laws. However, we 
differ with the modalities of options begin 
suggested by some feminist groups at present: 
these rest on making it more possible for 
women to opt out ot personal laws and 
choose secular laws. We would like to reverse 
this modality for two reasons: one, we wish 
to challenge the way in which women (and 
men) are legally fixed into birth-based 
religious communities; and two, because 
such a primordial location makes shifting 
out of it more difficult, especially for women. 

The three central planks of our proposal, 
which will enlarge the scope for democratic 
participation of citizens, are: 

(J )The preparation and institutionalisation 
of a comprehensive package of legislation 
which would embody gender justice and 
would be far wider in its scope than existing 
laws, including the personal. This package 
would cover not only equal rights for women 
within the family in terms of access to 
property, guardianship rights, right to the 
matrimonial home, etc; it would also cover 
equal wages for equal work, creche facilities 
at the workplace, anti-discriminatory 
provisions in recruitment, promotions and 
job allocation, etc. This must be accompanied 
by a package of social security measures 
which will make women less vulnerable and 
bolster their economic rights in all spheres. 

(2) All those who arc bom as or become 
citizens of India would come under the 
purview of this framework of common laws. 
That is, these laws would be the birthright 
of every man and every woman who is or 
becomes a citizen of India. 

(3) All citizens would also have the right 
to choose, at any point in their lives, to be 
governed by personal laws if they so desire. 
The choice to be governed by personal law 
has to be adeliberatedecision by an individual 


citizen expressly seeking the Application of 
personal laws. If such a choice is not made, 
the new gender-just legislation would be ap¬ 
plied. In keeping with our conceptual frame¬ 
work of gender-just laws as the rights of 
citizens, we believe that citizens who have 
chosen personal laws should be able to revoke 
their choice and move back to the common 
laws at a moment of legal conflict. Further, 
since the gender-just laws will cover an area 
much wider than the personal laws, only those 
provisions of the new laws which cover the 
same areas as personal laws will be revocable. 

We would like to clarify here that the 
choices that is to be made will be about 
remaining within secular laws or choosing 
to be governed by personal laws, not about 
belonging to a religious community. That 
is, we make a distinction between religious 
community/religious practice on the one hand 
(which is not our focus in this context), and 
personal laws administered along community 
lines, on the other which is our concern. By 
being bom within gender-just laws citizens 
do not cease to have religious affiliations, 
they simply are no longer automatically 
subject to the personal law of their 
community. 

This proposal would mean a major reversal 
of the present situation where all citizens are 
governed by personal laws unless they make 
a decision to opt for secular laws. As things 
stand, this can only be done at marriage, 
which then automatically entails the opera¬ 
tion of a set of succession and other laws. 
Our proposal reverses the option in a manner 
that ensures both democratic principles and 
the right to <. boose in a more enabling way. 

The new gender-just laws should be open 
to contest and further change on the grounds 
that they are not secular, democratic or 
gender-just. In this sense we do not consider 
this to be a final solution but an enabling 
provision. Thus, if a more gender-just 
provision exists in customary law, then it 
should be taken into account. 

In the present context, the exercise of 
democratic rights is assumed rather than 
consciously asserted, as well as one-sided. 
It is assumed or taken-for-granted because 
citizens are preforce bom under personal 
laws It is one-sided because in practice this 
right has been asserted primarily by self- 
proclaimed representatives of communities 
and has in fact worked against the right of 
women from different religious groups to 
exercise their chbice. 

It is precisely because of the denial of 
democratic rights to women in all com¬ 
munities, that we feel it is important to 
ensure that common gender-just laws are 
established as the right of every citizen. This 
then should be the norm against which the 
choice to be governed by personal laws 
should be exercised. This will imply that 
communities would have to justify personal 
laws to their own constituencies. It would 
lead to a truly democratic process of the 


mdUlisArion of woman bydfterem group: 
and movements as well as act as an impetu 
for genuine social change. 

At the same time, given the infringemen 
of citizens’ rights by different levels of stab 
administration, particularly in a communa 
context, the legal enforceability of the 
proposal for reverse optionally has to als< 
ensure that there are countervailing 
organisations which prevent the abuse of 
this option for sectarian interests. < 
Since this proposal ensures the principle 
of democratic choice and initiates a demo 
cratic process for the assertion of rights, n 
cannot be seen as an imposition or violatior 
of minority rights or as targeted at any one 
community. In fact, we secrcverseoptionaiiu 
challenging current wisdom and shifting the 
terms of the debate which poses the problen 
only in terms of the following pairs o! 
dichotomies - nalion/community, individual! 
collective, majority/minonties - in all oi 
which women as a category are rendered 
invisible. J 

Wc are aware that legal reform as a means 
to counter oppression, whether of women 
or of any other group or class, is a limits 
strategy. It does not necc^anly challenge 
the deeper relationships of inequality whitf 
would continue to prevail despite formdl 
equality. Further, the access to law v 
differentiated across class, caste, gender am 
so on, while the application of the law bj 
judicial and other agencies is, very often 
discriminatory. 

We recognise that the mere existence <»' 
formal nghts does not address the public 
private dichotomy, illcgitimise hierarchies 
gender relations, or do away with proprietary 
rights ol men over women, with the unequa' 
division ot labour and the power to allocaitf 
resources Unless these deeper structurJ 
changes occur, formal equality will not en<| 
oppression of women and might result if 
new forms of patriarchal control within the 
family. community, workplace and the state 
We also recognise that the possibilities o 
exercising choice are conditioned by th 
vulnerable position that women occupy v 
society and the pressures exerted by th 
family and community representatives. Th 
conditions of choice become even mon 
limited in communalised situations. 

Nevertheless, it is possible that through th 
institution of legal rights in the political, ei n 
nomic and social arenas, hierarchical gentle 
relations will be challenged, patriarch 
authority would be undermined, and the 
public/pnvate dichotomy could get eroded; 

The provision of reverse optionally wouKj 
thus offer a real challenge to some forms o 
oppression even if it cannot necessarily en 
them. 

Suggestions for Discussion 

We outline below the broad principles i 
our proposal as suggestions for discussioi 
(1) All citizens are guaranteed the comm« 


1182 


Economic and Political Weekly May 18, 



secular gender-just law, but can choose to 
opt for their personal laws 

(2) These laws will be based on the 
principle of equal nghts for women as well 
as on the principle of affirmative action 
wherever necessary 

(3) These laws will be comprehensive 
covering areas of marriage, compulsory 
registration of mam ages, divorce, inhen 
tante,guardianship, nghtsof residence, rights 
to matrimonial property, domestic violence 
as well as access to resources nghts to work 
equal wages and benefits 

(4) Once the pnnciple of reverse optiona- 
hty is operationalised there would be at a 
point in time three categones of citizens 

(а) citizens who are governed by common 
gender jusi laws (b) citizens who express 
an option for personal laws, and (c) citizens 
who are caught in a situation of conflict if 
one party has chosen personal law 

C^> In the case of a conflict contest or 
unforeseen contradictions between secular 
law and personal law the broad pnnciple 
should be that secular law should prevail 

(б) The dec ision to be governed by personal 
law should be revocable at momt nts ot legal 
conflict The principle ot revocability is 
important because the decision to choose 
personal law can be fore ed on young women 
particularly at sensitive moments (such as 
marriage) when they would find it difficult 
to express their own opinion Therefore the 
right to gender just laws should not be 
irretrievably lost 

(7) The content and ambit of the gender 
just laws will be far wider than the present 
laws since it will bring m new legislation 
as well as change the scope and content of 
the present laws Only those provisions of 
the new laws which cover the same area as 
personal laws will be revocable 

In our discussions with women's groups 
and civil nghts points/groups the various 
points of criticism have emerged 

There is the argument that 

(a) to permit a return to unjust personal 
laws is undemocratic We would respond 
that our proposal takes away no nght that 
women already have and further enables 
many more women to be covered bv gender- 
just laws At present we have a set of personal 
laws and a tew secular laws Structured as 
they are at present and in an atmosphere of 
growing communahsation which inhibits the 
process ot seculansalion, the effectivity of 
secular laws has been negligible Also, under 
pressure from orthodox sections of various 
communities these secular laws has been 
diluted over ihc years By reversing the 
option, that is, by privileging the gender- 
just laws as citizen's nghts and making 
personal laws a matter of choice, we feel that 
a larger number ot people will be able to 
avail of, from our perspective, the more 
desirable package Women are already 
constrained m at least two ways - in getting 
access to any legal arbitration and in choosing 


secular laws above personal laws, ic, vis-a- 
vis the legal system in general and personal 
laws in particular Our proposal will ease the 
latter constraint 

Further, we hold that retaining a space for 
the operation of personal laws is not merely 
a strategic compromise with existing political 
realities Rather in order to bring about a 
thoroughgoing democratisation and secula 
risation of civil society, it is not sufficient 
to have secular policies imposed by the state 
This has to be made possible by leaving open 
the space for social transformation 

(b) It is suggested that our proposal of 
gender just laws as citizen’s nghts will 
backfire upon (he moves in some quarters 
to reform personal laws from within and 
that such initialises will be blocked This 
fear we feel is misplaced By incorporating 
tnc personal laws in the system of options 
we hive actually provided for the continued 
existeri'e of persinal laws Further the 
process of reform can in tact he accelerated 
by providing a concrete and positive honzon 
of non patnarchal gender just laws against 
which personal laws can be measured 
Individual uti/ens and democratic groups 
can then push tor reformed personal laws 
as laws that they would prefer to opt tor if 
they measured up to standards of justice and 
equality 

(c) Many groups seethe UCC as an ultimate 
honzon but feel that the present situation is 
not conducive for such a move Wc agree 
with their analysis of the present situation 
as i onstituted by a compromised state and 
a communalised society in which the agenda 
of gender just laws has been set back even 
turther However precisely for this reason 
wc feel that out position is a viable one as 
it leaves no room tor the endless deferral 
of equal laws while it allows for the con 
tinuance of the personal laws tor those who 
might wish to be governed by them There is 
thus no need to wait tor a politically condu 
cue moment to introduce these equal laws 


Some groups advocate the expansion of 
the secular ground through strategies in the 
interim period They have suggested the 
introduction of specific egalitarian laws in 
areas not covered by existing personal laws 
However, recent experience has shown that 
orthodox elements in communities respond 
to initiatives for gender-just laws by claiming 
exemption from these for the whole com¬ 
munity The pol.ty of granting exemptions 
is dangerous as it can lead to further 
communahsation The option suggested by 
us will allow individuals to choose to be 
governed by personal laws but will prevent 
whole aggregates from being excluded at 
one stroke from the ambit of gender-just 
laws without having any say in the matter 

(d) It is suggested that the form of legal 
option wc arc advocating is impracticable 
and likely to create legal confusion However, 
multiple laws covering the same areas already 
exist For instance the Special Marriages 
Act functions alongside the personal laws, 
while in certain areas such as maintenance 
the choices are already operating The con¬ 
fusion will be no greater than it already is 

1 he kind ot problems that will be created 
by moving from one set ot laws to another, 
the bridging clauses that may be needed, 
can be worked out law by law and clause 
bv clause 

C an wc all agree in pnnciple on the ultimate 
need tor a body of thoroughgoing legislation 
which will benefit all women in the long run 
Wc ask those groups who might not share 
our view of the option to coine together for 
drafting and concretising a new package of 
gender just laws 

[Working Group on W men s Rights wish lo 
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and Usha Ramanathan for thur panic ipation in 
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written comment 1 



WHY I AM NOT A HINDU : A 8UDRA 
CRITIQUE OP HINDUTVA. PHILOSOPHY 
CULTURE AND POLITICAL ECONOMY 

Kancha Ilaiah 

Kancha Ilaiah identifies himself as a Dalttbahujan, 
a member of ‘the exploited and suppressed majonty 1 
of Indians and he writes with passionate anger, laced 
with sarcasm on the situation in India today While 
speaking about socio-economic and cultural ckfferences 
between the Dalitbahujans and other Hindus in the 
context of childhood, family life, market relations, gods 
and goddesses the author presents a Bahu an’s vision 
of society 

ISBN SI 85604 IS 5 Rs. 120.00 


16 Southern Avenue Calcutta 700 026 <3> (033)466 0812 

POPULAR PRAKASHAN PVT. LTD. 

4646/1 Arisen Road, 21 Daryagani, New Delhi 110 002 0) (011)326 5248 
35-C,Pt M M MalavfyaMary,Tardeo.Mumbai400034 ® (022)4941656 


Eeoftomic and Political Weekly May IS. 1996 


1183 



KARNATAKA 

4 

Attack on Multinationals 

Re-enactment of Gandhian Violence 

Muzaffar Assadi 


Notwithstanding the Karnataka Raitha Sangha's consistent opposition to 
multinationals in food industries (such as Kentucky Fried Chicken), the 
organisation has not arrived at a coherent approach to the issue of 
MNCs or to the country's liberalisation programme These ambiguities 
leave the movement open to incorporation in forums which are not 
necessarily poor farmer-oriented 


THE ransacking ot Kentucky Fried Chicken 
(KFCs) outlet on Martyr s day (January 30, 

1996) by the Karnataka Rajy a Raitha Sangha 
(KRRS) a farmers organisation known for 
its Gandhian strategy, is the third in the 
senes oi attacks on the multinationals in the 
past three years The attack, once again, 
brought to the surface multiple issues 
sustainability of liberalisation, security ot 
multinationals in the late capitalist post- 
colonial country peasant rationality and 
finally the nature of the Indian state m the 
midst ot crisis in the ruling class 
All these attacks on MNCs however have 
taken place in Karnataka alone which was 
known tor peace and tranquillity till recently 
This time the state government appears to 
have emerged stronger by booking 101 
peasant activists including the president 
Nanjundaswamy on the charges of arson, 
decoity loot and attempting to murder The 
state government is also not hesitant to term 
the organisation •militant’ using 'goonda 
strategy As a part of containing any outward 
incidents the state government immediately 
fanned rasia rokos’ on the national/state 
highways and gave more powers to police¬ 
men to handle the agitators firmly Although 
many individuals and organisations, in 
eluding Medha Patkar ot Narmada Bachao 
Andolan and Vandana Shiva ot Third World 
Network condemned the arrest of Nanjunda 
swamy his airest did not evoke much enthu 
stasm among tht villagers Even his release 
on February 9 did not bnng much cheer The 
reason for the cold response was the fact that 
the bases of the peasant movement and of 
the Janata Dal cut across each other The 
actual loss that the KFC incurred in this 
particular at! ick was insignificant compared 
to the total assets ot the company it never 
theless explains the resurgence of masses 
against the MNCs operating in and con 
sequently exploiting third world countries 
All this began last year on June 2 when 
KFC inaugurated its first outlet in Bangalore, 
that immediately sparked a row with Raitha 
Sangha issuing the threat of direct action 
The subsequent injunction ftom the court 
although it came in the way of resorting to 
‘direct action*, did not stop the agitation On 
September 13, 1995 the Bangalore City 
Corporation of its own accord directed the 
KFC to close down for violating the provt 
sions of the Preventive Food Adulteration 
Act adding monosodiun glutamate (MSG) 


in excess of the prescribed limit Within 
seven hours ot being served notice KF C not 
onl\ brought a stay order but resumed its 
usual business A complete change came 
over the peasant strategy on the day w hen 
they resorted to ransacking the M C outlet 
on January 26 Similar politics was enacted 
in Delhi except that KFC was spaied a direct 
attack and tacit support was given by the 
rightist government 

In fact the concern against the operation 
of fast food companies particularly Pi7/a 
Hutt McDonaPs KFCs is not a phenomenon 
only of India For the past 10 years there 
is growing concern in the western world 
about the attendant implic ations ot fast foods 
which have been articulated in different 
forms 

In the western world these issues have 
been taken up primarily by trade unions 
environmentalists and animal right activists 
In India especially in Karnataka moic than 
30 organisations including environmenta 
lists splinter language groups left organi 
sations Mushm/Chnsoan and daltt orga 
msations joined hands with the Raitha Sangha 
in opposing the entry of KFC and fast lood 
companies In addition in the western world 
the concern was linked to such immediate 
issues as health forming of labour unions 
destruction of eco system,cruelty to animals 
creating a throw away society the rise of 
diseases like diabetes, cancer, obesity, hyper 
tension, food poisoning adulteration etc In 
the Indian context the issues wcre/aie ex 
plained and debated within the larger f ramc 
work ot neo-colonial design of the western 
capitalist countries and the attendant con 
sequences on the masses in genera) and the 
peasantry in particular In other words the 
opposition has become all the more i mportant 
m the context of liberalisation policies ot ihe 
Indian slate on the one side and larger design 
of the western capitalists on the other This 
can be better understood in terms ot the 
ideological parameters of the movement 

Ideoi ogical Paramfitrs 

There are similarities in the standpoint of 
the KRRS or the peasant movement m India 
and the arguments made in general against 
the liberalisation policies of the Indian state 
They cannot be delinked and analysed 
separately as the grand agenda of both is 
one and the same- opposing the transforming 
of India into a neo-colony ol western 


capitalism Nonetheless, whileMdkihgabout 
linkages', 'interlinkages* and 'changing 
linkages' between the western world on the 
one hand and India on the other, the peasant 
movement does not follow a single ideolo¬ 
gical current nor does it explains it in terms 
of popular concepts like Sharad Joshi’s 
'Bharat versus India' Rather the peasant 
movement believes in juxtaposing such 
ideological curtents as dependency theory, 
Gandhism Rosa Luxemburg s'internal colo¬ 
nialism Lenin s theory of imperialism 
I ohiaism Nehruvianism and finally ortho¬ 
dox Marxism Despite all these ideological 
cuncnts the Raitha Sangha has adhered to 
has strongly advocated Gandhism lor the 
reasons that this has a greatei legitimacy 
than other ideological cuirents [\\ 

In general the Raitha Sangha believes that 
the present dav retarded development of 
India is the result ot continued colonial hold 
and c onscqucntly apppropnation rather than 
the ptexalencc ol illiteracy values oi tradi 
lions In olhu words the letarded dt velop 
mem lie*, in the ittempt to transform India 
into a neo colony ol western cipitilist 
countries While appropriating the third 
world in gcneial and India in particul» 
western capitalist countues whi< h are c died 
chaitanyi poorm band ival ishdu (lulls 
spirited capitalism* do not follow the path 
of ippropnating their own labouring! 1 isses 
Rather they make c\erv eflort to ictain then 
chss position by resenting to the strategy of 
colonialism and imperialism 12) lo this 
extent the argument ot the mou ment comes 
closer lo the argument once made b\ Marx 
and 1 emn This particular argument was 
however slightly modified when mfuentt 
was made to the modus ofu tand» which 
linkages between western i ipual^i oiinmc 
and Indi l are ere jted ind sub ^qui mlv su 
taincd Om wmlc »xpoitim udin 1 jlv 
western capit ills! countries m pi*uulirl\ 
concerned lhout letaimnc th acev ol 
technology thereby checkin ltmg my id 
vanceincnt in the technologic d held tw 
inflatt the pruts ot imported! ipit ii st^oods 
thitc seperunposc I uio Ann iu mprodui 
tionsystem fouidmelilu uufu trulisilion 
pi inning ind imp >rt export of tf c count! 
and fm illy promote a lilcstvlc conlormin 
to the western markcM Al! these h ivt heel 
the consequences of converting India mi 
lbadakalu bandaval ishahi or weak c apilali 
sta’e which has neither the capacity 
challengt western capitalism nor confro 
the former colonial masteis| J In od 
words, the Raitha Sangha el inns that Bnh 
imperialism had destroyed I he me m 
production in India I his pirticulu ar 
ment is iPustiatcd by the led lowing 
the per capita tool equipment m Ineli i 
in 1950 a bare Rs 150 compared to tlu i 
capita tool equipment of West Furopc w I 
was Rs 30 000 and the per t apita t ' 
equipment in the US which was Rs 50 (JuO 
By 1990 per capita tool equipment in da 
US has increased by 20 times it is ntaib 
Rs 10 lakhs per capita tool equipment in tht 
US In Lutopc the pet capita tool equipme nt 
has increase*! to Rs 600(100 The pu capit I 
tool equipment in India is below that of wh 1 
it was in 1950 |4] 
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SHdfar fogic Is extended to extilato the 
relations existing and obtaining inside India. 
“If the Britishers were destroying the means 
of production of the entire country called 
India as imperialists, the people who 
displaced them as the ruling class after 
independence have been destroying the 
means of production” claims the peasant 
movement. In this particular argument lies 
the agenda of negating the stigma of ruling/ 
dominant class position of, and for, the rich 
peasantry who, in fact, are the real backbone 
of the movement. The Raitha Sangha claims 
that industrial capitalist class in association 
with commercial capitalist and bureaucracy 
constitute the ruling class. These classes arc 
the caricature of western capitalism as they 
follow similar laws which were once framed 
by the colonial rulers; employ similar tactics 
for exploiting the masses; enact similar 
techniques of denying the masses basic 
knowledge or education; reproduce similar 
culture for marketing their goods, and finally 
resort to tactics for distributing their wealth 
unequally The consequence has been the 
consolidation of badakalu bandavala or weak 
capitalism on the one hand, and perpetuation 
of the bondedness to the ruling class, on the 
other. This purlieu I ai argument prompts 
certain questions, which ultimately expose 
the inherent ambiguities of the movement: 
who represents the badakalu bandavala? 
Industrial capitalist class or the peasants/ 
farmers? Earlier, while explaining the 
linkages hetween Indian and western 
capitalist, the former was projected as one 
representing badakalu bandavala However, 
,^in explaining internally linked issues we 
2 find the argument shifting and the peasants 
jf as representing badakalu bandavala[5|. These 
arguments show that although both represent 
hadakalu bandavala, the movement’s 
aversion to a broader coalition to checkmate 
western capitalism or chaitanya poorna 
bandavala explains the inherent ambiguity. 
The Raitha Sangha has not been able to 
explain the basic characteristics of the 
badakalu bandavala. Docs it believe in 
commodification of labour of employing 
wage labour or new social formations or 
relations? In fact some of the features of rich 
peasant s who constitute the backbone of the 
movement, at the grass roots level, namely, 
semi bondedness, wages in produce, prim¬ 
ordial loyalties, atrocities on dalits and back¬ 
ward classes go against the basic premises 
of capitalist spirit inherent in hadakalu banda¬ 
vala, therefore representing semi feudalism 
andsemi capitalism. Similarambiguitiesare 
discernible in other discourses also. At one 
point, the Raitha Sangha argued that retarded 
development was a consequence of the 
conscious effort of the former colonial 
masters. Elsewhere the Sangha has argued 
that since Indian capitalism is very weak 
vis-a-vis western capitalism the former has 
fallen back on the Indian masses for sus¬ 
tenance, market and reproduction of capital. 
Similarly at one point the Raitha Sangha 
blamed Nehru for the present-day problems, 
arguing that “he lacked the basics of 
economics". At the same time it does not 
favour the dismantling of command eco¬ 
nomy”: on the grounds that “pciestroika 


cannot beait excuse for andofprivatisation”. 
This argument was also once again reformu¬ 
lated in subsequent days, approximating 
Marxian arguments than Gandhian. For 
example, the movement argued that, “con¬ 
centration of capital should not be allowed 
instead.distributionofmeansof production”. 
This distribution does not mean state owner¬ 
ship. rather ’social ownership*, which means 
providing space for the socially and econo¬ 
mically dominant class/castes to claim bene¬ 
fits at different structural levels. 

Earlier during the decade of 1980s the 
peasant movement tried to analyse the rela¬ 
tions obtaining between the industrial 
capitalists and the masses as a phenomena 
between the upper castes and the oppressed 
castes, i c, brahmins versus the dalits. A 
similar argument was brought to the centre- 
stage of analysis during the decade of 1990s, 
mainly to analyse international relations. 
This time the western hemisphere was 
identified with upper castes and India with 
the dalits. During the decade of 1980s the 
movement argued that imperialism and 
capitalism originated simultaneously, and 
subsequently the movement identified four 
forms of imperialism: loot imperialism, 
intellectual imperialism, language imperia¬ 
lism and produce imperialism. This was 
made without referring to what Lohia once 
formulated as “the cultural imperialism'*. 
However, with the passage of time ambi¬ 
guities have surfaced even on the issue of 
linkages. In its early formulations western 
capitalism was castigated for its exploitative 
character and Indian capitalism was 
characterised as badakalu or weak. These 
relations were subsequently reframed and 
conceptualised as hondanike’ or com- 
pradorc, an attempt that comes closer to a 
radical Marxist position andnottheGandhian 
one. All these ambiguities and shifts in 
ideological parameters have meant that the 
movement has not been able to address 
problems in aclcarcut ideological framework. 

OpposmoN to Liberalisation 

The subsequent opposition to liberalisation 
in general, Cargil Company and Kentucky 
Fried Chicken (RFC) in particular has to be 
seen in this particular framework and the 
multiple ambiguities of the movement. In 
general the peasant movement claimed that 
liberalisation was the product of four 
important factors: one, the weak nature of 
the Indian state vts-a-vis international 
capitalism: two, comprodore nature of Indian 
capitalism which is keen to multiply its 
capital with the assistance of western 
capitalism without knowing that it will soon 
be subjected to the nomination of western 
capitalism; three, continued legacy of 
colonial countries and the subordination of 
the third world countries to western dictates; 
four, the existence of badakalu bandavala 
which has neither the capacity to challenge 
western capitalism nor the ex-colonial 
countries and finally the weak nature of 
Indian capitalism vis-a-vis chaitanya poorna 
bandavala. The me vement however refused 
to accept the western argument that 
liberalisation represents “the triumph of 
capitalism** against the collapse of Soviet 


Union and communist ideology. Accenting 
to the peasant movement: “it was not the 
triumph of capitalis” “but the defeat of 
communist ideology and programme”. Para¬ 
doxically the answer that the movement 
provides for explaining the defeat of com¬ 
munist ideology is simplistic “Communism 
as an ideology destroyed property as an 
institution only. Communism did not destroy 
property as a desire or as an emotion”. 

While explaining the fact that the libera¬ 
lisation policy was the act of World Bank, 
IMF and the MNCs the peasant movement 
has come to the conclusion that liberalisation 
has had multiple consequences on the 
domestic front [3]: sharpening unemploy¬ 
ment, in all the sectors, eliminating the 
indigenous industrial sector or the class, 
perpetual bondedness to western capitalism, 
increasing the dependency on the western 
world for the import of food items; dis¬ 
placement of categories from their land, 
destruction of livestocks, exploitation and 
appropriation of natural resources and also 
the eco system, retrenchment of labour force, 
replacement oflocal people by the westerners 
in the key sectors, transformation of perma¬ 
nent staff into ’daily wage earners*, increase 
in the prices of industrial commodities, 
superimposition of culture and the subsequent 
cultural crises, “transformation of families 
into industries, and women into prostitutes”. 
However, the political consequences of the 
liberal agenda is not an issue to be overlooked: 
violation of basic human rights of freedom 
and liberty, loss of individual dignity, 
mfringment of political freedom of the 
country, loss of national sovereignty and 
finally, converting India into a neo-colony. 

Cargil came under severe contestation for 
attempting to establish ’patent regimes* in 
its areas of operation, elimination of tradi¬ 
tional varieties of seeds, creating the myth 
of ‘miracle seeds* and the appropriation of 
the seed producers by the company. In the 
case of KFC two important issues were 
highlighted, health, and the question of food 
security, the latter being explained in terms 
of the larger design of western capitalism. 

While explaining the consequences on 
health, the peasant movement argued that 
the chemically fattened livestocks like 
chicken, cows, calves, sheep and goats would 
cause diseases like “breast cancer, cancer of 
uterus, particularly colon cancer, fatal 
conditions like salmonellosis, obesity, cardio- 
vescular diseases, sexual nightmares 
(impotence and infertility). This is 
highlighted by quoting the US Senate 
Committee Report on Nutrition and Human 
needs : 

In the US the home land of these fast food 
restaurants every seven seconds an American 
is diagnosed as having Cancer and every 55 
seconds an American is dying of cancer. 
Eighty million Americans arc suffering from 
obesity and heart diseases and Salmaneltosis 
is widespread among the children and elderly 
persons... All these diseases are traaced to 
* this kind of chemically fattened meat... 
[KRRS pamphlet ’Boycott Kentucky Fried 
Chickens’) 

These diseases are traced to human con¬ 
sumption of animal meats which are already 
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afflicted by different diseases fake chicken 
cancer or leukosis, stomach ulcers, dysentry, 
cholera, abscesses, trichinosis, and Afhcan 
swine-fever In addition, the argument was 
turther strengthened by saying that the 
chemical preservatives, artificial colours, 
flavours and additives that are used by fast 
food companies were basically carcinogenic 
A significant argument centred around the 
issue of food secunty ot India, from which 
a host of other argument are also derived 
To start with, the peasant movement claimed 
that these companies were making every 
effort to enter India because “the poultry and 
livestock farming are heavily subsidised by 
the government ot India, Indian labour is 
cheap, foodgrains and live stocks are also 
cheap” (Deccan Harold , September 12, 
1995) In addition to this last food companies 
in order to ensure that the supply of meat 
to their fast food chains in other parts of the 
world would ‘ develop meat technology in 
the third world, using locally available 
animals in the third world countries like 
India for export” Nonetheless to substantiate 
attacks on KFC three supplementary 
arguments have also been advanced that the 
livestock technology the KFC is introducing 
in India will effectively eliminate livestocks 
permanently that the entry of last food 
companies would treat** ecological im¬ 
balances by shifting the cultivation pattern 
from consumption onented production to 
livestock-onented production, that this would 
alienate lands from peasants to fast food 
companies, that they would provide spaces 
for 'patent regimes’ to operate and emerge 
that the companies would create water 
scarcity and finally KFCs or fast food 
companies entry would establish permanent 
“dependence of foreign food after having 
destroyed the food secunty ot the country 
and 67 million farm families and thereby 
destroying the Indian agnculture itself The 
opposition to nco colonial design is 
discernible in the following arguments 
the many fast food chains entering as 
restaurants is just a facade They arc hue 
to introduce new farming techniques and 
crop varuics in response to then specific 
needs The PepsiCo chain of reslauiants 
demand moic than 1 50 000 chickens j day 
and 25 000 goals a week Me Donald s needs 
1000000 goats a week They all want to 
come to India because poultry and li vestovk 
farming are heavily subsidised by the 
government of India Indian labour is cheap 
foodgrains and livestocks arc also cheap 
The global meat industty is consuming today 
attherateof 1 50 million tonnesof foodgrains 
to produce 20 million tonnes ot meal 
annually US alone with its 260 million 
population is consuming 48 million tonnes 
of meat, mostly supplied by Thud oiId 
countries And for these global fast food 
chains much more is needtd which once 
again has to be supplied by developing a 
meat technology using locally available 
foodgrains and locally available animals in 
the third world countries like India fortxpoi t 
Just one slaughter house A1 Kahcer in the 
Medak district of AP is killing 40 lakh cows 
butalloes sheep and goats per annum How 
long would it lake to wipe out the 250 troic 


livestocks of India can be anybody 11 > pmf 
(KRRS letter to chief minister, August I, 
1995) 

The KFC of course defends itself by 
denying that they serve 'junk food , that 
they inject artificial harmones to fatten 
chicken, that they add monosodium 
glutamate (MSG) in excess of prescribed 
limits, etc The KFC also made attempts to 
cover up its real design which came to the 
surface initially when it wrote a letter to 
Foreign Investment Promotion Board of India 
(F1PB) (in 1993) and later on when it brought 
an injunction from the hign court to thwart 
peasants’ 'direct action' To the F1PB the 
KFC said (our aim) is to introduce new 
farming techmques and crop varieties m 
response to their specific needs, development 
of allied industries and developments local 
suppliers with an ability to export in due 
course tor the KFC network" In the second 
instance the injunction made cleai that any 
direct action on the KFC would have a spill¬ 
over etlect both on foreign investment in 
panic ular, liberalisation policies of the Indian 
state in general 

I he threat of the defendents to indulge in 
duett action and dcstioy the piopeities of 
the plaintiff would not only cause incparable 
hat m to the plainlif f but would also seriously 
jeopardise and ad> ersely affect the interest 
of the foreign investment in India 
The peasant movement argues that there 
are three ways by which the entry ot MNCs 
can he checkmated One, going in for 
alternative development two advocating a 
strong state and hnally resorting to direct 
action or what is called Gandhian violence 
The f irsi strategy w as explained within the 
parameters of khadi curtain which has two 
meanings - one for civil society and another 
for international relations! 1] In the former 
case khadi curtain means autonomy to 
peasantry developingindigenouscapilahsm, 
development without torcign aid non 
exploitative relations non appropriation ot 
surplus and homogeneity at the grass root 
level including developing a rational 
peasantrj Externally the khadi curtail 
demands discreet isolationism bridging the 
gap between countries and opposing 
international dictates hegemony and equal 
relations and cgaliiananism betwetn 
countries 

The peasant movement prefcis a strong 
state against the existing 'mndhu rajya or 
sof t slate for whic h it advocates the following 
displacing the industrial/tommercial capita 
list class as the rulingdass forming peasant 
government both at the centre and at the state 
level party less governments and social 
ownerships production This grand agenda 
has remained at the abstract level despite its 
best efforts during all these years mainly due 
to the crop class, area and caste bias of the 
movement deluding the heterogenous 
growth of rich peasantry both at the all India 
level and the Karnataka level 
Finally the strategy thit the peasant 
movement contemplated and actually 
resorted to against the MNC in general and 
KFC in particular was the strauizy ot 
Gandhian violence' based on an “analysis 
ot the adversary and attended implication of 


Peasant should attack only lifeless property 
and not loot the destroyed property In 
addition, this strategy believes in forming 
batches ot satyagrahis so as to continue the 
struggle However there are certain things 
which went against the basic principles of 
Gandhism but came closer to the Marxian 
strategy The total secrecy of the plan, 
attacking at a time when the strongest link 
becomes weakest one (in this context police), 
noting elsewhere, attacking the bureaucrates 
as a part ot the attai k on the state are some 
examples approximating Marxism than 
Gandhism 

The combination of Marxian andGandhian 
strategy has had the consequences of creating 
ambiguities as well as the loss of support 
and sympathy m the countryside In fact 
when Nanjundaswamy was arrested the 
response, despite the call 'jail bharo', was 
poor Barring two or three incidents, around 
Mandya, Mysore and Shimoga, there were 
no untoward incidents * ven in those distnets 
where the movement had strong bases 
Dharwad Bijapur, Hassan Bellary the 
response was poor 

All these strategies however have not 
accounted for the fact that while opposing 
Kentuky Fried Chickenss and MNCs the 
peasant movement is silently accepting 
many collaborating Indian companies as 
'Swadeshi or national companies The 
Raitha Sangha has not comtemplated any 
immediate strategy to confront these 
companies Here the Raitha Sangha position 
approximates to that to the new hindutva 
forces In addition the agenda ol the move 
ment to protect (he livestocks particularly 
the cows and calves also closely parallels 
the latter (I am grateful to Sadanand and 
Rajaram Hcgdc for attracting my attention 
to this particular issue) except that the latter 
has viewed cow protection trom the larger 
perspective of nco colonialism The move 
ment has not chalked out any long term 
strategv to contain the chemicalisation of 
agricultural produce hy the peasants them 
selves including the production ot such 
health effecting uops as lobacco in its areas 
ol operation Unless the movement ovei 
comes such ambiguities any effort that the 
Raitha Sangha makes to contain the entry 
of multinational and the grand agenda ot 
western capitalism will have but a marginal 
et feet both on the MNCs and the liberalisation 
piogramme of the Indian state 
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iture Strategy for Development of 
^-operatives 


[ B Shivamaggi 


root of the problems of co-operatives is that m India the co- 
rative movement has grown as a government programme propped up 
> a variety of concessions and subsidies. The result is that the co - 
erative sector has become over-administered and regimented 


IE co-operative sector is an all-pervasive 
I diversified sector consisting mainly of 
: categories of co-operatives (1) credit 
^-operatives, (2) functional co operatives 
ke dairy societies, and (3) service societies 
marketing societies While the co- 
pcrative sector as a whole has some 
■ndamental problems these three categories 
ave their own problems Most ol these 
oblems emanate from the external factots 
phith arc also the cause of internal 
* Weaknesses 

Ovirui Probifms 

The problems of the co-operative 
mqVftnent in India have ausen because it 
did not grow in a natural way on ihe basis 
of 'felt needs and initiative shown by the 
local leadership It has grown as a government 
(Famine p r opped up by a number of 
essions and subsidies Over the years 
ks grown in si/e but has not acquired its 
fcmal financial and managerial strength 
I self reliance As a result this sec tor has 
come an over-admtntstci ed and regimented 
stem Those sub sectors in the co-operative 
stem in which the government did not 
^jjlerferc too much have grown on then own 
Acngth Thus the functional societies like 
irrigation or dairy societies and urban co 
egksrative banks have become successful 
(fence the first and foremost step is to leave 
thfe co-opeiatives alone The government’s 
i should be only to (i) ptovide incentives 
disincentives through financial and 
}ier ways and establish a co opciativc 
frastructurc development fund tor this 
prpose, (ii) inspe't co-operatives and 
fcvent undesirable trends, and (m) audit 
t-operatives to ensure proper financial 
(taagemeni This means the role of the 

f istrar of co-operative societies and the 
operation department has tobedrastically 

f t and redefined This requires rewriting 
the co-operative societies legislation No 
nger should the government aim at a target- 
I growth programme for co-operatives 
his new approach not only helps in the 
Mural development of co-operatives but 
i pruning the unprecedented expansion 
‘ the co-opeiation department and divert 
i funds saved to assist the co-operatives 



The second overall problem is the lack of 
growth of sound co operative leadership 
Because of the mix up of politics in the co¬ 
operative movement these organisations 
have become a powerful stepping stone for 
potential political leaders Consequently, wc 
do not have today many real co-operators 
but only those who have used co-opcrativcs 
to become powerful pol it cians Thus a large 
number of MLAs, MPs and other political 
leaders arc office-bearers in co-operatives 
We do notice how elections arc fought to 
acquire control of co operative sugar 
factories, state and district co-operative banks 
and agricultural produce marketing societies 
By and large, co-operatives are now used 
tor political aggrandisement They are a tool 
in the hands ol co-operators-turned- 
politicians Should wc allow this adverse 
situation to go on } Or should we not stop 
it and it so how > While it may sound radical 
and hence impractical time has come when 
we should lay down in the Co-operative 
Societies Act that those w ho are MPs, MLAs 
or office-bearers in an> political party should 
not be oflice-bcartrs in co-operatives It is 
only through this fundamental change that 
wc can hope to provide scope for the 
continuous development of a genuine co¬ 
operative leadership Those who opi for a 
political career will make room foi a new 
generation of co operatois to take over and 
the system will have a sound leadership free 
from vested inteiest 

The third ovetall issue is the role of apex 
bodies in a federal co operative structure 
The peculiar situation in India is that while 
the apex bodies like si uc and district co 
operative banks and apex marketing societies 
are prosperous many pnmarv level soc ielies 
are sick and stagnant As apex bodies, many 
of them do not show any positive 
responsibility torthedevclopmcntof primary 
societies and have tailed to tunction as 
genuine leaders of the co operatise system 
of course, this situation is partly the result 
of the government s oscrwhelmmg inter¬ 
ference without leas ing any scope for these 
apex bodies to show initiative and work out 
development action ph*ns on their own 
Another reason for such a state of affairs is 
that the apex bodies have expanded and 
prospered at the cost ol primary bodies by 


taking over functions like deposit 
mobilisation even at the village level or 
fertiliser sales which should be legitimately 
taken up by the primary societies in their 
respective areas The federal structure 
therefore requires a review in order to bring 
some liberalisation in its working 

The fourth overall problem is about 
management of co-operatives With the 
political approach to co-operatives 
managements are superseded when the party 
in power changes and bureaucrats from the 
co-opcrarion department are appointed At 
the level of apex bodies IAS cadre olficcrs 
arc put in charge even in normal times 
Following this, the total number of IAS 
officers in each stale cadre has gone up 
considerably The co-operation department 
has expanded beyond recognition But in all 
such political-oriented steps, where is the 
scope for protessionuhsdtion of 
management } One could have appreciated 
it to some extent it the state governments 
had established a co operative management 
service as a cadre instead of the present ad 
hoc bureaucratic approach 

A way has to be made for management 
h\ elected non-political co-operators and 
employment of professionals for running 
thi co-operatives At the same time steps 
als have to be taken to ensure that some 
per ons do not get themselves entrenched 
and become vested interests For this purpose, 
a good measure is to ren re a c ertain proportion 
ol (he managing committee members every 
y car on the basis ot a five-year term and they 
should be eligible for re election only after 
the lapse of one term, that is after five years 
Provisions to this effect to be made in the 
co operative law The political parties have 
promoted youth brigades but not taken 
interest in developing a co operative 
leadership 

The fifth overall problem is regarding the 
si/c of primary level co operatives and 
advantage of economies of scale As a result 
of insistence on one village one society 
many co-operatives base remained small 
resulting in lack of larger surpluses and poor 
management Actually with the development 
ot rural intrastructure facilities like roads 
and transport, there is no need to have 
societies covering small areas Besides the 
villagers have to deal with societies nnlv 
once in a while and hence the case lor 
location of societies at the tehsil level or at 
rural junctions (centres where roads from 
many villages converge) where other 
facilities like post otlu e and consumer stores 
are also located This has been well planned 
in Malaysia and deserves to be emulated 

Another important aspect is that in the 
present changed context where maikcting 
has to be on a bigger and modern scale even 
on all-India or on global scale si/e of 
operations and adoption ot new maiketing 
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strategies become crucial Competition with 
the corporate sector has also to he borne m 
mind There is no point m still insisting on 
small societies 

CREDn Co-OPfcRATIVES 

Over the years, partly because of the active 
lead given by the Reserve Bank, the role of 
credit in agriculture has been so much over¬ 
emphasised that it has become handy to say 
all that is needed is credit though the experts 
have been emphasising that credit is a 
necessary requirement but not by itself 
sufficient for agncultural development As 
a result, the arduous task of building up other 
agn-infrastructure, educating the farmers 
about the discipline involved in co-operatives 
credit and organising them as a receiving 
mechanism, all of which are equally 
important for the success in rural lending, 
were neglected Theresult is sick and stagnant 
credit co-operatives Mere provision of credit 
without technical services and market 
guarantee is dangerous It amounts to 
institutional moneylending Facile or cheap 
credit is even more dangerous than scarce 
credit or costly credit Self-help groups have 
shown that they can manage with costly 
borrowed funds once their own little savings 
are at stake 

Take the example of Karnataka Though 
some steps towards the reorganisation of the 
co-operative credit structure has e taken place 
in Karnataka, the structure by and large 
remains as m the past It is noticed that out 
of4,670PACsin 1989 90. about 1,137 have 
no scope to become viable and another 1,504 
have only low potential This is the picture 
even after merging and reducingtheimumber 
from 8,675 in 1971 As many as 2,483 
societies incurred losses in 1993 94 
Regarding long term co-operative credit out 
of 177 primary banks in Karnataka only 
about 58-60 were working well whereas 
others had problem of recovery 

Reviewing the present position in its 
entirety two major steps towards i estructur 
mg are needed 

The first measure is to integrate the present 
two credit channels into one and make a 
single window for co operative credit Hie 
distinction between short term medium term 
and long-term credit is itself getting blurred 
to some extent not only because the same 
channel (as in the case of commercial banks) 
can handle all credit needs but also because 
agncultural credit calls for a flexible and 
decentralised deci sion-making approach The 
water-tight distinction between co-operati ves 
handling short-term and term finance is being 
diluted and some apex banks have already 
encouraged multi-term lending by the same 
co-operatives However, integration of the 
two channels is not an easy task Both the 
co-operative leaders and the staff in the two 
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channels would oppose it But this step is 
inevitable sooner or later if the co-operative 
channel is to grow faster and bigger, the 
sooner it is done the better Andhra Pradesh 
has shown the way in this regard 

The second and equally important step is 
to take into account the viability and 
efficiency aspect at the primary level All 
along, we have gone on the basis of the 
wrong notion that there should be villagewise 
primary societies while actually even if there 
is one but bigger and strong stocicty at the 
tehsil level it would serve the farmers in a 
better and more effective manner After all, 
the farmers have to deal with their society 
only a tew times in a year and can go up 
to the tehsil place for that purpose Only 
a big society can arrange for professional 
management attract deposits and provide 
other services to the farmers It is with this 
perspective in mind that long ago the 
Banking Commission (of which the great 
co operative leader, the late R G Sarayah 
was the chairman) recommended that the 
aim should be to have co operative rural 
hanks at the primary level in the present 
competitive environment measures such as 
this can uplift the co operative credit 
structure Apart from mobilising deposits at 
the village level, these large si/ed pnmancs 
should be autonomous and free to borrow 
tiom any source - NABARD commercial 
banks, etc - and should be bound by the 
restrictions of a federal 'irrangement The 
federal system of co operatives itself needs 
reform 

The two measures require complete 
restructuring of the co operative credit 
system Thcstep-by step approach followed 
till now has not achieved results because the 
initiative came from the government and not 
from co-operative leaders Let the co 
operators decide how they would like to go 
about their tasks It should no longer con 
tinue as a government or a I ivt Yeai Plan 
programme The plan should only aim at a 
package of financial and othci incentives 
disincentives and public investment for 
building up of rural infrastructure which 
helps to boost the co-operative system 

Functional Co opi rativls 

While the efforts to restructure the co 
operative credit system should go on the 
future emphasis should be on functional co 
operatives More and more functional 
societies in which investment, input supply 
processing and marketing arrangements are 
integrated with wrodit have to come up 
Oilseeds and dairy societies have been 
successful The Amul Co operative does not 
even combine credit with production, 
marketing and processing as the recovery of 
loan may adversely affect the loyalty of 
members to the society and it has been 


expanding its activities significantly These 
societies are a receiving mechanism which 
not only ensures proper end-use of credit 
and loan recovery later but also collective 
bargaining strength to the members vts u- 
us suppliers of inputs and buyers of their 
produce as also the benefit of scale for 
adoption of modem technology Oilseeds 
growers* societies sericulture societies, 
vegetable growers societies, irrigation 
societies horticultural societies etc have 
been coming up in large numbers This is 
a logical development and an antidote to the 
undue emphasis on merely crop loan 
disbursing societies The intensive crop 
development approach and grouping of such 
growers into specific crop societies have 
reduced the importance of the general crop 
loan system through PACS The non credit 
societies * hich hitherto have taken the back 
scat now come to the forefront along with 
credit through these societies 

All development ailivities have to begin 
from the maikclmgcnd In the present conic\’ 
of availability of thegl >balmiikcttnrfndi m 
farm produce it is crucial that co operative 
marketing is developed on the basis of 
modem and large sc lie maikcung 
technology Progress on this line has been 
taking place at the national and the stale 
levels 

But the position at the piunarv level as 
in the case of credit societies is riot 
sausfacton Taking the case ol Karnataka 
out of 184 taluka marketing soc ictics about 
one third have been tncumng losses vcmi 
after year Their hmdhng of igriultura! 
produce is not much and thev mainly deal 
in consumti goods It is nportu! that then 
godown capacity financed hv NCIX is 
laigcly unutilised Specific crop societies 
like cotton nnrkcting societies are doing 
some work but are poor m management 

All in ail it may be s ud that marketing 
being the csscntnl tnlr istiuctuie 
requirement it has to be developed throng! 
co operative public and private cl fort Sinn 
management of mirketing is a highh 
competitive function much could hi 
promoted through private enterprises while 
the co operatives can Always deal with then 
as a group There is no point in invcstm 
in co-operative marketing which cann 
withstand the rigorous ol presentd t 
competition in marketing 

The new context compels us to think « 
new lines and instead of approaching tin 
issue in the spirit of putting a dot here ami 
a dash there it is necessary to work out the j 
restructuring of co operatives to suit the j 
changing situation and leave the task to the 
co-operative leaders and apex bodies ol u 
operatives with encouragement from the 
government through incentive-disincentive 
instruments and rural infrastructure 
development under the Five-Year Plans 
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Yeltsin: The Death Rattle 

Frederic Clairmonl 


The first stage in the debacle of Yeltsin and his caste was partially 
achieved in the parliamentary elections in December 1995 . but what 
remains to be galvanised is the final liquidation of Yeltsin's foreign - 
imposed economic dogmas. In the battle for the mind and soul of 
Russia , no election thus far fought will have tested the resolve of the 
Russian people , and indeed oj the peoples of the former Soviet Union as 
a whole, as those of June 75. 


LIKE predators caught in the headlights ot 
history, Russia's ruling oligarchy and its 
western political eulogisers arc now caught 
in the epileptic seizure of one ot the most 
sordid electoral scams ot post-war Europe, 
redolent ot the Italy of 1946 There is a basic 
difference, however, inasmuch as the power 
of US imperialism and its satellites have 
vastly been whittled down in recent years, 
a pros ess which the tnumph of a Promethean 
.Communist Party welded to the ineluctable 
re-emergence of the Soviet Union will 
accelerate Even if Yeltsin does succeed m 
retaining his embattled presidency, thanks 
to every dirty trick in the political bag, it 
Will not consolidate the forces of Russian 
capitalism domestically and internationally 
\ Yeltsin victory in this case would 
dkaccrbale the regional and class struggle 
JJurther it would perpetuate economic 
jBegiadahon and widen the alteady vast gap 
Ret vs cen China and Russia 
I His foreign boosters and his native Mafiosi 
| recognise that Yeltsin is a stooge and a crass 
S incompetent He’s the object of open derision 
j?For the parasitical bourgeoisie that has 
^parachuted on to the backs ot millions <d 
( Russian workers he sci ves their cause, unti 1 
4 he gets the rabbit punch As Franklin D 
Roosevelt said ot Somo/a, the prince ot 
^ banana musclemen “He may be a son ol a 
bitch hut he is our son of a bikh " That is 
the unchangeable quality of all banana 
^politicians. the Havels, the Mobulus, the 
LSadats, the Walesa*, Batistas, the east 
{European Yeltsins and their CIA/World 
rBank/lMF bankrolled emulators 
I The stakes are high, the ramifications 
! many To be or not to be how can an 
{irreversibly moral ly decadent, economically 
sjbankrupt vassal state, beaten into the 
iprocrustean mould of the Transnational 
|Corporate Gulag and its political handlers, 
be saved from the winds ot tempestuous 
democratic change now battering the 
Kremlin's current tenants'* That is the rub 
* * * 

The money mountains are at the disposal 
of Yeltsin's graft-ridden political machine, 
or what the Muscovites cynically label the 
‘sugar loaves'. Prime minister Cherno¬ 
myrdin, a superbly greased apparatchik , has 
got it straight: “We have far more money 


than we need to finance the battle against 
communism What I have learnt since the 
market reforms have gathered momentum 
however is that there are nonetheless terri¬ 
ble forces now unleashed in Russia that are 
much bigger and more powerful than 
electoral money can buy *' Can the world 
forget that this man and others of his kind 
that preach anti-communism with such 
phoney fervour was himself a communist 
for decades'’ 

A battered Delhi Congressman could not 
have put it more succinctly An honest 
statement emanating from a political turncoat 
Chernomyrdin and his breed have clearly 
glimpsed the writing on the wall but such 
a confession won't save his caste Sooner 
or later, indeed much sooner than hecxpects, 
he will be axed and there will be none to 
mourn his passing The double talk has 
become little more than a bunch of smelly rags 
For ‘market reforms read unbndled capita¬ 
lism in us most v iciously exploitative forms 

The heavy artillery ot the propaganda 
guns ot the Voice of America and Radio Free 
Europe have hit a new pitch of cold war 
rhetorical trenzy The message is clear: the 
evil empire is on the rampage, the ‘commies’ 
are reaching for the jugular of ‘democracy *. 
reforms so painfullv scaffolded over the last 
five years will be |unked and Leninism will 
be restored in all its horrors; east Europe will 
be destabilised and the US national interests 
jeopardised, and indeed the entire structure 
of NATO Stop the ‘Red’ offensive at any 
costs. As usual the message is fudged m the 
ballyhoo ot human rights', ‘pluralism', 
‘economic and political stability and the 
nirvana of ‘economic reforms’ 

This odious string of stale anti-communist 
verbiage is once again being recycled to save 
the skins of a minuscuie brood of domestic 
political scum in the service of Big Capital. 
Leading the ideological and financial band¬ 
wagon, obviously, is Uncle Sam but he’s not 
alone. As in the Gulf wai, Clinton and (he 
state department, the CIA and National 
Security have sounded openly the call for 
all-out ideological war From the vantage 
point of Moscow what is the meaning of the 
foolish utterance that the cold war is over? 

Financially strapped Japan, France, 
Germany and even stricken little Major have 
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been roped in. To a stunned G7 meeting, 
Clinton pontificated that the Russian bell is 
tolling for all of us and more than ever there 
is the need for a common front to bolster 
the ruling Moscow junta against “the tidal 
wave of communism" that will overspill 
Russia’s frontiers In short, the domino 
theory 

Thts is not the voice of a madman but of 
a desperate floundering buffoon who, like 
the Bourbons of France, has learnt nothing 
and forgotten nothing A gerrymandered 
banana republic of the worst species, 
orchestrated to service the interests of capital, 
was created after the deliberately planned 
and superbly executed demolition of the 
Soviet Union by the unrelenting hammci 
blows ot imperialism Hitler's New Order 
was no w to be i mplemented under the slogans 
of ‘democracy*, 'representative government' 
and ‘human rights' “Russia”, thundered 
Bush, celebrating his final victory over 
communism, “has now entered the age of 
democracy and we shall do all we can to put 
it on the rails ot market reforms and keep 
them there" 

Emanating trom one ot the genocidal 
architects of colonial peoples the very word 
‘reform* wedded to such nostrums as 
‘privatisation’ and ‘structural change’ 
marked the trajectory of imperialism What 
has been the upshot of these ‘reforms’ after 
such a short shattering experience ot five 
years } To a visiting Russian delegation of 
Cuhan well-wishers Raoul Castro pungently 
noted “Russia in its new capitalist incar¬ 
nation has abandoned the quest tor social 
justice It is abarcfaced cohort of imperialism 
In all ways possible, we shall continue to 
learn from the drama of cast Europe by w'hat 
the Chinese call negative example There are 
no doubts in my mind that Russia's present 
course is catastrophic Ultimately the day of 
reckoning is galloping faster than many of 
us expect" They were blunt words The 
prophecy remains to he fulfilled 
* * * 

In December 1995, the first stage in the 
doh.u U oi > cltsin's caste was partially 
achieved in the parliamentary elections, but 
what remains to be galvanised is the 
liquidation of Yeltsin and his foreign imposed 
economic dogmas In the battle for the mind 
and soul of Russia no election thus tar fought 
will have tested the resolve of the Russian 
people, and indeed the peoples ot the former 
Soviet Union as a whole, as those of June 15 

A Polish diplomat m Moscow who 
understandably chose to remain anonymous 
staled, “If this is free elections then the term 
has no meaning It is a caricature to talk of 
elections under the conditions that we arc 
seeing here. The Yeltsin camp is ngging the 
electoral process He's got almost total 
control of the media, and any form of political 
organising within the factones is proscribed 
Such repression m the present boiling anger 
ot the electorate can be the prelude to disaster 
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Is the unfolding of these Russian elections 
the model of what the US calls ‘free elections 
in Cuba’ r> The query is appropriate but the 
historical record over the past five decides 
have given an unequivocal riposte the US 
caste oligarchy has been the systematic 
liquidator ot all democratic movements and 
not only in the third world 

What we are seeing here in Russia is a 
replay ot that lethal scenario The US embassy 
and us various intelligence gathering 
tributaries have become the grand 
orchestrator and the crucial bankrolled of 
this most putrid ot anti-communist 
campaigns Two public relations companies 
paid tor by private American investment 
banks are in vol ved as campaign consultants* 
in this US corporate style exercise in 'free 
elections 1 The US embassy is the focal point 
ot this anti-communist war All the plugs 
have been pulled The only thing that the 
Ameucan ambassador has not done is to 
stick a pancart around his neck reading 
‘Yeltsin is our man 

The break-up ot the Soviet Union has 
been matched by the mass penetration ot all 
Soviet cultural and media institutions on a 
staggering scale At the last count there were 
more than 15 American research institutes 
and think tanks such as the Rand Corporation 
and the C arnegte Foundation that operated 
in that country The magnitude o! this 
ideological engineering is certainly 
notworthy but it must be seen as only one 
facet ot the rcconqucst ot Russia in the wake 
ot the restoration of capitalism 

FollowingthedirectivcsIromWashington 
and Bonn the IMFapptovedaS 10 2 bn loan 
Germany an additional $ 2 7 bn with France 
and Japan chipping in with paltrier hand¬ 
outs International capital and its ideological 
handlers conform to the logic of their class 
Henry Kissinger oncot the grand inquisitors 
oi Chilean democracy co conspirator with 
Pinochet encapsulates this exterminatory 
drive in its clearest form ‘I don't see wh> 
we need to stand by and watch a country 
go communist because of the irrcsponsibilitv 
ot its own people Note well the outcom 
of a democratic election not to the taste ot 
the US is branded .is irresponsible 

t * * 

The conspiracy ot the media is cons 
picuouslv seen m a revealing observation ut 
the deputy editor of Izvestw We have n 
correspondents covering the campaign tr.n 
ot Gennadi Zyuganov He doesn't lik 
Izvesua Wc are not interested in what In 
has to say Finally as a leader and as a person 
we’ve already got his number Spcual 
laws rammed through by the Yeltsin ad¬ 
ministration ban political activism within 
industrial plants Cells are not pci milled 
which question the Yeltsimte power structure 
Black legs and informers flourish within 
the ranks of blue and white collar workers 
Yet despite the millions ot dollars pumped 
in, the CIA/AFL have never been able to 


germinate such natural quislings as the Pope. 
Walesa and the leading echelons of Polish 
clericalism 

Yeltsin’s repressive measures have not 
broken, and indeed cannot break, the 
institutional base of the trade union 
movement and the CP which is by far the 
best organised and most articulate political 
force within the ex-Soviet Union Indeed, 
the Communists and their allies voted a 
parliamentary resolution m December 
annulling the treaty which dismantled the 
USSR What this and subsequent events 
dramatise is that the pendulum is swinging 
agai nst the current oligarchy and theirforeign 
cheerleaders The domestic ruling class has 
reason to be jittery It stretches credulity to 
argue, as one English commentator quipped 
that Russia, the cradle of the October Re volu 
tion is today more anti-communist than 
Poland which icsisted communist rule but 
which has elected a neo communist president 
* * * 

One ot the major determinants of the 
upsurge of the Left has been the disintegration 
ot the national economy and the rapid erosion 
of its industrial base In my study tour of 
Irkutsk in eastern Siberia Nadia Svcrdlova 
a schoolteacher and a woman of prodigious 
culture bitterly commented “No we cannot 
say that we were rich But neither were wc 
poor I was raised as a Young Pioneer and 
that organisation has been abolished My 
family and I travelled in the summer to the 
Crimea and it was paid for by our trade 
union That too has vanished There was no 
country m the world, I believe that had 
access to such cultural facilities for all as 
our people Where aie those prized 
achievements now 7 We never had beggars 
in Siberia before We have them in great 
numbers Just compare us to what they arc 
doing in China They have a party We have 


none that defends the interests of simple 

intellectuals and *orkers ” 

There was a bitterness and hardness m her 
voice when she continued to give a savage 
indictment of the consequences of the break¬ 
up of the Soviet Union It was a theme that 
would repeat itself again and again not only 
in Irkutsk but in all o! Siberia that 1 studied 
'How can they ask Russians like myself 
to love a government when they have stolen 
my life's savings by this devastating inflation 4 
tor which Yeltsin and his thieves are 
responsible 7 1 support aged parents like most 
Russians do Vacations are things of the 
past Whatever the mistakes of the Soviet 
Union may have been and they were many 
it was a paradise compared to the purgatory 
in which we've been dumped And I see no 
prospects lor improvement as long as Yeltsin 
and his gangsters are in power It is our 
country that defeated Hitler And now as a 
nation we re in the mud No country in the 
world has been subjected to such national 
humiliation as wc have been ” 

The indictment and bitterness of a simple 
woman of the stature o' Nadia and dozens 
of others with whom I spoke uttered the 
same poignant themes of a damnable regime 
again and again The tragedy of Yeltsin's 
Russia is only partially glimpsed in the 
statistics ot economic degradation But they 
are of value nonetheless What do these bare 
numbers tell us 7 It will suffice to indicate 
the salient indicators for 1995 in percentages 
GDP(-4) industrial output (-3) farm output 
(-8) gross fixed investment (-114) 
unemployment (8 2) real disposableincomt 
(-114) consumer prices (196) 

I he propagandists of The Royal Institute j® 
of International Affairs have ru*n had the ft A 
gall to put out a propaganda pamphlet entitled| 
TheSut cenoftheRuwuml < onomte Reform ft 
Have these philistine s visited Siberian* 
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towns and villages? Success for whorn?The 
thousands of miners and teachers and other 
social categories that went on strike because 
they didn't receive their miserly subsistence 
wages provide the answer. 

Propagandists of the Thatcherite variety 
that peddle their garbage are correct in one 
respect. There has been a resounding 
'success' of the Russian economic reforms 
and that is the criminalisation of the national 
economy, and also what the great American 
economist Thorsien Veblen called 
'conspicuous consumption of the rich*. The 
costs for one night at Maxim’s, the Moscow 
night club that makes its Paris counterpart 
look a shabby cousin, amounts to one year's 
wages of a Russian worker. 

Even the hurgeoisie themselves arc also 
the victims of economic reforms. “People 
live like pigs" says Vladimir Musarsky 
(quoted m The Financial Times) who as 
head of the property fund in the far eastern 
port of Nakhodka spearheaded the local 
privatisation drives. “Many of our private 
businessmen are doing very well but then 
they drive home from the office on dark 

ITALY 

A Different Style 

Nigel Harris 


BY the time this is in print we should know 
the composition of the new - and for the 
first time ever. Left-wing - government of 
Italy. Di Pietro, the ferocious hunter of 
corruption, has said he will be minister and 
tackle that sewer of corruption, the ministry 
of public works. Umberto Eco may be 
minister ot culture, and former central banker 
Dini (the outgoing prime minister) may take 
an economics ministry; a cabinet of all the 
talents. 

Thus, after hall a century of parliamentary 
striving, the electoral coalition of the Left, 
the Olive Tree Alliance (no longer red, the 
‘united forces of the proletariat*) has power 
within its grasp - 284 of the 630 seats in 
the chamber of deputies (and 157 of the 315 
in the senate). At the heart of the alliance 
is the descendant of the old Italian Communist 
Party (the PCI), the party of Gramsci and 
Togliatti, now the Democratic Party of the 
Left (PDS). 

It has taken the disintegration of the old 
political order of Italy. Post-war politics up 
to the 1990s was dominated by the now 
defunct Christian Democrats which formed 


meets over potholed roads. Wlfeft they get 
home, they see their children freezing from 
the cold and doing their schoolwork by 
candlelight because the electricity has been 
cut off. Then when they get up in the morning 
the water has been shut off so they cannot 
wash. Obviously, such people are not entirely 
happy about economic reforms." And that 
coming from a bourgeois businessman. 

Yeltsin and his electoral wamors are in 
deep trouble. There is nothing that this cardiac 
afflicted alcoholic will not do in pursuit of 
votes. He has hit the campaign trail with a 
platform overwhelmingly stolen from his 
communist adversaries including the 
restoration of the Red Flag with a five- 
pointed star. It's not his personal gyrations 
that matter anymore. The last word belongs 
to Nadia Sverdlova, the salt of Russia. “For 
me Yeltsin is a criminal who has robbed me 
and millions like me. There can be no 
compromise between us. There* s no common 
ground. He’s stolen my life’s savings. He 
is killing my country. That is the greatest of 
his crimes. And that’s the reason why we’ve 
said we’ve had enough and he must go." 


most of the governments over nearly half 
a century. The PCI, for long the largest in 
Europe outside the old eastern bloc and 
certainly one of the most influential, turned 
itself into a social democratic majority, the 
PDS, and the small Reconstructed Com¬ 
munism which clung to the old symbols and 
still managed to get 3.2 million votes (8.6 
per cent of the total, with 35 seats, compared 
to the PDS. with 7.9 million and 21.2 per 
cepl of the votes). Reconstructed Com¬ 
munism did a deal with the PDS not to 
contest the same seats, and their votes in the 
assembly will be needed to give the Olive 
Tree Alliance a majority. 

The shift in votes since the last election 
was small, but enough to see off the Right- 
wing coalition, the Freedom Alliance, the 
care of which was the brand new party, 
Fcrza Italia (with 20.6 per cent of the vote), 
created by the media magnate and former 
prime minister, Silvio Berlusconi. Its main 
partner is the party of the former fascists, 
National Alliance (with 15.7 per cent of the 
vote). The former third partner of the 
Alliance, the Northern League this time 


fought alone and did unexpectedly well, 
with 86 seats in the assembly. This makes 
it a force lobe reckoned with, and has inten¬ 
sified its claims for northern Italy. In early 
May, the party held a ‘parliament of the 
North’ in Mantua, and its leader, Umberto 
Bossi, with his new legions of greenshirts, 
made an explicit demand for the indepen¬ 
dence of ‘Padania’, the north, and the partition 
of Italy on the model of Czechoslovakia in 
1993. He claims for Padania 26 million 
people (with a per capita GDP of $ 20,573, 
against the rest of Italy's 32.2 million and 
$ 14,308). Bossi announced the creation of 
a Committee for the Liberation of Padania 
and a 10-minister provisional government 
The demand was unambiguous: “I didn’t ask 
for votes in the name of federalism, for 
God's sake. I did it in the name of Padania’s 
independence." 

Reformed Communism rejects privati¬ 
sation of the public sector, European mone¬ 
tary union and demands a return to inflation- 
indexed public pay, all items rejected by the 
Olive Tree Alliance. The new government 
will be driven to tackle these issues, at which 
stage it may need the votes of the Northern 
League - and, in return, will be obliged to 
concede something to the League's pro¬ 
gramme - at least a federal Italy. 

Thus, the refashioning of Italian politics 
has all the grand themes of political post¬ 
modernism-the nonpolitical' businessman- 
challenger (with feet of clay) Berlusconi, 
like Ross Perot in the US or now James 
Goldsmith in Britain; a transformation of 
parties from the old corporatist Right (the 
Christian Democrats, the fascists) to the free 
market Right, from the old Stalinist Left to 
a softer social democracy, interwoevn with 
a secessionist thread (like the Quebecois or 
the Scottish Nationalists), the effectiveness 
of which depends on the fragmentation of 
the majority. But above all, the attack of 
4 non-political* officialdom on the corruption 
of the old political order is the most 
remarkable theme - from the brave Palermo 
judges and policemen forthefirsttimeeating 
into the apparently invulnerable vitals of 
the Sicilian and Neapolitan Mafia (with 
their close alliance with Christian Demo¬ 
cracy; one former prime minster stands 
accused of collusion in murder), to the judges 
of Milan, the most famous of whom is Di 
Pietro, the scourge of politicians and 
businessmen alike (in the case of Milan, it 
was the Socialist Party which became the 
target). Di Pietro dared to attack the 
Berlusconi empire and its bribery of the tax 
authorities - the brother of Silvio is awaiting 
trial, and the same action may even reach 
Silvio’s door - in return, perhaps the 
Berlusconi dirty tricks department tried to 
frame Di Pietro himself for corruption, and 
he has only just shaken off these charges. 

The Italian case is the most spectacular, 
but it is not alone. After all, the Indian 
judicial authorities have at long last launched 


The refashioning of Italian politics has all the grand themes of political 
post-modernism - the ‘nonpoliticaT businessman-challenger , a 
transformation of parties from the old corporatist Right to the free 
market Right , from the old Stalinist Left to a softer social democracy , 
intenwven with a secessionist threat. 
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rhe only real attack on corrupt politicians. 
In Korea, two former presidents are 
undergoing a series of trials for corruption 
and a betrayal of their responsibilities. In 
Japan, corruption has become a major 
political issue, dragging down those who, 
in a quieter age, would have entirely escaped 
reproach. And even in Britain on a more 
modest scale, only the European Court and 
a handful of judges stand against the 
extraordinary arrogance - and petty corrup¬ 
tion - of the government. Civil society, it 
seems - if unelected judges are counted as 
part of it - is showing unusual signs of life. 

Will the new Italian government make a 
difference? In style and performance perhaps, 
but probably not in policy. The lessons of 
the Mitterrand government in France would 
suggest not much change is likely. In the 
new global economy, the macro-economic 
policy parameters - fiscal, monetary, public 
expenditure, exchange rate policies - are 
usually boxed in by the imentational financial 
context, leaving precious little room for more 
than wriggling and rhetoric. What the lords 
of financial orthodoxy call ‘sound macro¬ 
economic policies' (as politically correct 
phrase as you could want, as if anybody 
believes in unsound policies!)does notallow 
a diversity of valid alternatives, only one 
that can be followed without disaster. You 
can make ‘mistakes’ - as Britain did over 


the ERM* or Mexico did in January of last 
year, errors of timing 01 judgment, but these 
can never be part of an alternative strategy. 
In France, Mitterrand was knocked back 
with great swiftness. Blair is not even trying. 
The world has been made safe for the punters 
- and economic policy disarmed: a fatal 
blow, indeed, terminal, to economic 
nationalism. 

The difference still tolerated between 
governments of different political persuasion 
are all in those social fields without major ex¬ 
penditure implications - human rights, immig¬ 
ration and refugees, prisons, etc. And if you 
are in flight in terror for your life that can 
make much difference, even if it is a long 
way from the promises of uni versal liberation. 

Thus, economic policy is unlikely to 
change much, especially given the peculiar 
circumstances of Italy - and the possible 
presence of Dini, the former central banker, 
in the cabinet. The years of the old corrupt 
order, dominated by the politics of public 
and private bribery, has led to a public debt 
equal to 125 per cent of the GDP (servicing 
it takes a fifth of public revenues). That 
factor alone, intensified by (he drive to 
conform to the Maastricht criteria for 
monetary union, forces radical reform of the 
public sector and welfare system. With 
unemploymeni close to 13 percent, ihc need 
to stimulate economic growth can only be 


« i 

met with a financial stringency that allows 
declining interest rates without financial 
alarm and a run on the lira. The policy stance 
could drive Reconstructed Communism into 
opposition - although it would be most 
reluctant to take responsibility for destroying 
the only Left government since 1945 - which 
would give a crucial role to the Northern 
League and open the way for greater regional 
autonomy, or the inexorable Quebccois 
option. 

The old political order has gone - with 
the Soviet Union and Apartheid, to the 
Valhalla of historical icons (due now to start 
turning up at Sothebys, designer plastic 
statues of Stalin, etc). Hence much of the 
excitement has gone - the forces of darkness 
no longer fight for the soul of the world 
with the forces of light, 'rhe implications of 
elections become of lesser significance unless 
you are an immediate beneficiary, hanging 
on the coat tails of those in ascent. Those 
great hopes once vested in government as 
the agency of universal salvation have also 
been privatised. The excitement is only of 
competitive games or tribal clashes - 
Montagues and Capulets, Arsenal and 
Manchester United. Except for the social 
programme, and that doesn’t touch jobs and 
incomes. No wonder the voters everywhere 
feel betrayed: feel they have been robbed 
of their hopes. 
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PERSPECTIVES 


Literacy Campaigns: L 
Women’s Movement 


VCC'I 


ns for 


Sudha Sundararaman 


The large-scale mobilisation of vs omen during the literacy campaigns 
affotds an opportunity for women’s movement to consciously intervene 
and provide leadership so that the emancipatory potential of the 
campaigns is realised 


THE Total I Heraty Campaigns (TI Cs) are 
a uniquely Indian creation Unlike most of 
out development sc hemes both its inspiratu >n 
and its funding are national I Inlikc the other 
successful literacy campaigns in the world 
there u as no revolution try c hangeor political 
triggering process preceding these mass 
c impaigns R ithcr these campaigns were 
initiated in 1988 89 hy a combination of 
lelativcly chance developments in the 
administration and the people s science 
movements It is rather surprising therefore 
to find that this movement has grown in the 
space of five years into an unprecedented 
national mobilisation of women and rural 
youth This has had an impact not only on 
literacy and on primary cduc it ion but in a 
number of olhtr development ireas 
!odi> as the liter icy campaigns appeal 
to be largely losing their transformatorv 
potential and arc mu easing! v degenerating 
into routine governmentahsed schemes we 
find this an opportune moment to sum up 
the experience of these five years and draw 
upon the lessons wo tan earn from it We 
icstrict this piper to five ihcmes which we 
think ire relevant for further study and for 
activists in the women s movement There 
arc of coins many othci aieas of concern 
and interest But we c hoosc these five so that 
thcie ts i definite focus in the paper 

(a) Whs was there such a large impitssivc 
mobilisation of women (or the TLCs 1 
In what way was literacy and the 
campaign tor literacy perceived as 
empow ei mg women 9 Most figures now 
establish that between 60 and 7^ per 
cent ol learners and volunteers were 
women A conservative estimate of 
women who must have been learners is 
at least 40 million' That means over 4 
million women volunteers (If we take 
a sum of I2^m target illiterate in the 
districts covered so fai assume that onlv 
half of them actually participated, that 
6^ pei cent of them were women) 

(b) What was the nature of opposition 
encountered by the literacy activists, 
and why did these sections oppose the 


campaigns’ How is this opposition 
relevant to understanding the nature of 
these campaigns 9 

(c) What was the fall out for women s 
movements from the Itterac y campaigns 9 
That is in what non alphabetical areas 
of concern to the women's movements 
did the literacy campaigns have an 
impact These were not necessarily 
intended benefits of literacy but occur 
thev did and often like in Andhra these 
results were more evident and gratifying 
thin the effect of literacy pet u 

(d) Why are the literacy movements 
collapsing today’ Why has the TLC 
been a nine day or to be precise a five 
year wondei only 9 Whv could these 
» ampaigns noi be sustained' 

<c) And finally w hat general lessons on the 
strategics and tactics of women s 
movement can be gamed from the 
Itterac \ camp turns’ 

Empow i rmi m and Littrac y Campaign 

Why did women participate in ihe 
camp ngns ’ I here are a number of reasons 
One undeniable ic ison is that women wanted 
to become litente Whv is a complex 
questu n to inswer and indeed tew Invc 
been able to idcqu itely answer it Asking 
the women the msc l\ es one gets stcreoty ped 
answei s - to sec w here the bus is going (how 
often alter all are the respondents going to 
board the bus ’)or to write a letter (to whom’) 
or even replies that unconsciousls pick up 
idioms and phi iscs from the liteiacy 
promotional sones and skits Or at best one 
gels a defiant - be cause we wanted to 1 o 
us t appears that in some was being literate 
had become a sought after value or status 
in nselt quite ap in f nm the practic al utility 
that such learning had in their lives It gave 
one a sense of idenPty and an identification 
with a certain quality of what they wanted 
to be the sell m age they hoped tor 

It is likely that the content of the pnmns 
and the unconscious attempts to huild in 
messages telating to their daily lives helped 


But it is unlikely given the awareness levels 
of the volunteers themselves that per se the 
alphabet learning experience would have 
served as conscientisation 

What did help, perhaps made the critical 
difference, was the accessibility of theclasses 
The fact that in groups of 5 to 10 they could 
sit down near their own doorsteps at a time 
of their choosing with a familiar person as 
instructor in an informal setting where they 
could come and leave as and when they 
wanted to may all have played a greater role 
in facilitating participation than any other 
single factor 

The other major ieature that facilitated the 
participation of women was the strong 
mobilisational aspect One key to 
mobilisation was the kalajatha -a powerful 
medium that packed its messages in the 
popular cultural idiom and forms But even 
more than the forms the message themselves 
served to link literacy with a number of basic 
livelihood problems and even with questions 
of exploitation as well as to address 
discrimination against women Again and 
again the songs and skits reiterated - to 
escape from poverty to resist oppression, 
to question discrimination one must become 
litciatc It is not in one sense important 
whether literacy especially the low levels 
of liteiacy these campaigns in practice 
provided could actually addiess such issues 
or whether indeed illiteracy pa \e was the 
stumbling block to resisting oppression 
Quite likely it did not But such messages 
did strike a chord of sympaihs amongst 
women of the weaker sections and above 
all it inspired lakhs of teenage educated 
girls nnd rural youth to volunteer to serve 
is mstructois and orgmiseis 

Simultaneously the call for becoming 
literate was not perceived is threatening hy 
loc d vested interests The view that such 
sc ci ions could hope that liteiacy would make 
the poor more amenable less hostile and 
more susceptible to the piopaganda of the 
dominant may or may not be valid But what 
matters in our view is that H towered their 
threat perception m mobilisation tor literacy 
Thus if at one level politic il leaders of most 
hues maintained silence lot, al vested interests 
would seek to maintain i form il ldcntif ic atmn 
with the programme 

At another lev el the massive e n\ ironmem 
building lent social sanction tot thousands 
of women in c ich block to congregate daily 
lor evening classes and even make the 
occasional trips to the enjoyable training 
camps and othci progrmunis Here often 
for the first time they could participate m 
discussion on soc i il issues mingle with men 
sing songs collectively and soon The normal 
resistance that mcncspccnllv incenainmore 
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conservative sections have to letting women 
go out for meetings was time and again 
overcome by determined activist attempts 
If the visible presence of the collector and 
the government machinery gave the 
campaign some legitimacy and comfort in 
the eyes ot conservative sections and a laige 
section ot people, the participation of a 
number of progressive elements, especially 
under the leadership of the BGVS, and the 
way in which they articulated literacy as 
empowerment gave the programme 
credibility amongst the people, especialy 
amongst those village level 'intellectuals’ 
who had to be motivated to provide the 
village level people’s leadership that was so 
essential to make this a people's campaign 

It is our proposition therefore that the 
ituyor empowerment of women that occurred 
flowed out of the organisational strategy 
This occurred at various levels For example 
in Pondicherry, while studying women’s 
responses to what gains had been made, we 
were surprised to find repeated references 
to wife beating becoming less Similar 
anecdotal reports have since been received 
from a wide number of districts Probing 
further, it became apparent that the slight 
worry of the husband in facing a more 
confident woman, combined with her current 
association with a women’s group helped 
Often if she was beaten (and tailed to attend 
class) a volunteer or others would turn up 
to enquire Why, even to admonish the 
surprised husband 1 Literacy groups thusacted 
as women's first experience of organisation 
in a myriad number of other ways 
Unfortunately, tew evaluation studies have 
documented these aspects and in most 
campaigns today, these are no longer 
available for documentation But one 
question remains - it literacy per se was not 
the main vehicle of empowerment, but rather 
a strategy ot mobilisation, why did not such 
a strategy meet opposition from the 
entrenched vested interests 9 Surely such 
opposition, though not desirable, would be 
one test of the potency of such an 
empowerment strategy 

Opposition to LiruiAc y Campaigns 

References to conflicts within literacy 
campaigns are poorly reported and outside 
limited activist circles few arc aware of it 
Yet such opposition was widespread, almost 
universal and took many forms 

One of the most notorious of this is our 
own experience in Pondicherry The 
Pondicherry campaign the second TLC in 
the country to take off, just after Emakulam 
and even before total Kerala, always had 
good support tram the It governors and a 
tew key officials in education and other 
departments, but a very lukewarm reception 
from the state’s politicians and much of the 


government machinery Though careful to 
keep a supportive profile republic, in private, 
officials and activists were under constant 
criticism and harassment However, when 
thecampaignculminatedman unprecedented 
rally of over 50,000 people largely the neo- 
literate and volunteers and village level 
organisers and more important, when they 
witnessed the first four months ot post- 
literacy this coldness turned into vicious 
attack Picking up an internal PSF circular 
that had some adverse comments on the new 
economic policy, and some relatively 
innocuous lines in the primers (whose 
transaction had anyway been completed) the 
assembly members launched a broadside 
attack on the entire movement Headed by 
the speaker they attacked the movement as 
being infiltrated by terrorists, demanded its 
closure and the suspension ot sympathetic 
officials The speaker ‘ordered* the scaling 
ol the PSF office and seizure ot the literacy 
books For lout days, member alter member 
rose in a lare unity cutting across paity lines 
to condemn the movement No one alleged 
inflated achievement figures or even alleged 
corruption The single point focus was on 
penetration by extremists That there was 
p )t an iota of truth in the accusations and 
in tact no action was taken (as indeed it could 
not be) did not deter the local newspapers 
tram blazing this story across headlines 
without ever bothering to publish any 
counter 

Tlus McCarthyist attack received a set 
back when the Pondicherry campaign won 
the UNFSCO award Deeply embarrassed, 
the ministry changed tacks and decided to 
own the programme and brought in maximal 
political pressure to achieve this The 
education minister camped in Delhi to ensure 
that he and not any official or activist 
associated with the work was sent to receive 
the award Once back tram Barcelona he 
proceeded to remove the PSF and other 
NGOscctionsassociatedwiththecampaigns 
replacing them with ruling party stooges 
who then promptly scuttled the post-litetacy 
effort completely Even today the PSF is not 
allowed any co-operation from the state 
government 

The Kerala case is well known The newly 
elected government associated this pro 
gramme with the earlier Lett Front govern 
ment, and proceeded to scuttle it One 
common form of opposition to the campaign 
is the transfer of effective, sympathetic 
district collectors heading the campaign 
often leading to public outbursts of protest 
Raigarh and Chittoor, to name a few, had 
such experiences 

A much more universal form of opposition 
was for the district administration to seek 
removal of NGO participants especially to 
undermine the BGVS role, undei which 
banner a number of middle class employees 


totd activists from diverse backgrounds, 
usually progressive inoutlook, came together 
to initiate and intervene in these campaigns 
In Andhra, after the anti-arrack agitation, 
and in Tamil Nadu more recently, state 
departments have often issued circulars to 
the collectors to such ef fee t In some places 
likeBhiwani pushing out legal office bearers 
has meant direct admimsliativc action In 
this case, the government resorted to police 
action to evict the activists and seal the 
office InChamoli, the literacy activistsdrew 
the administrative ire and fated police fmng 
when they threw in then lot behind the 
Uuat akhand agitation In many places NGOs, 
even those seeking to help were ignored 

A third ubiquitous form of opposition 
was cynicism and other forms of glass 
roots level opposition One cannot say that 
these were organised but nevertheless they 
were everywhere Toi example active 
discouragement ot learners by the spread of 
a rumour that volunteers arc receiving 
payment Oi just a it can t happen attitude 
Or it is not 100 per cent attitude and so 
on In contrast to the oigamsed clearly 
political objectives of the first two tonus ot 
opposition this third toim represented 
cultural attitudes apalhx glorified sell 
interest and individ ualism that finds 
successful collective activity distasteful and 
so on But such ailitudes generated by the 
social structure wc live undei arc is palpable 
and definite an obstacle to cfforts at change 
as any conscious action ol vested interests 

I here are some common lealuics about 
all these toims of opposition All ol them 
attacked voluntarism, all ol them attack a 
strategy where mobilisation is the ktv all 
ot them question the linkage of empowerment 
issues with literacy (and where they succetd 
they proceed to delink it aL once) and all of 
them seek to marginalise or remove NCiO 
participation in the leadership ot such 
campaigns lhat the focus of attack is the 
nature oi mobilisation and the object oi 
attack in the progressive content of the 
campaign was most evident in places like 
Pondicherry Kerala and Andhra where the 
politicians clearly articulated this at least in 
private 

In Pondicherry, the publicly stated reason 
for the attack made on the floor ot the 
assembly and broadcast by the media was 
infiltration by extremist agents lhat there 
was not a shred of evidence to support this 
canard, was made evident by the complete 
lack of any action, even the most minimal 
of enquiries outside the House In private, 
the stated reason by the members ul the 
assembly was the tact that some of the literacy 
activists were associated with electoral 
campaigning against a ruling party member 
in the preceding elections and therefore by 
implication the associationof someclements 
in the literacy campaign with an opposition 
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party Despite the wide acceptance of thta 
position, the fact that such a party was 
nowhere in the electoral reckoning of the 
state, having never opened its account, and 
the unprecedented unity with which 
opposition members themselves joined in 
this attack, makes nonsense of such a claim 
Besides, the fact that no party had even 
conceived using this campaign lor mobilising 
votes or supporters was clearly evident in 
so small a state where views within all parlies 
also tend to be quite widely known 
We hold that the real reasons were different 
in a place like Pondicherry, the taking on 
oi issues like provision of local facilities and 
house pattas by post-literacy activists 
undermined the power base and threatened 
the already worried political parties Political 
rule and power in Pondicherry depends a lot 
on patronage ot this sort and the campaign 
by covering the entire small state with an 
alternative to pationage immediately 
$ threatened the basis of such rule The fact 
^that volunteers would do mobilisational 
flwork which till then needed money or 
influence ot the patrons-and the people 
Could get services on their own - which was 
(heir right but so tai had needed mediation 
by political brokers - was a threat that could 
not be tolerated It was not a political party 
(Hat was threatened or was threatening It 
Was a way ot doing politics that was 
threatened and that was threatening 
iln larger slates the threat perception ot 
Midi voluntarism and mobilisation was less 
jftiutc hut to the extent .otal vested interests 
Kelt its pinch and to the extent such local 
f vested interests could influence power centres 
at the district and state levels they acted upon 
it Lvc i y campaign is full ot accounts of such 
conflicts with local interests bringing 
pressure to hear on state governments u 
change suspect officials or to exclude 
genuinely tllective mobilisers The larger 
and more effective the campaign the more 
were such complaints and the more the 
conflicts In Kerala where it was a statewide 
campaign the end result was again the 
dissolution of the entire existing literacy 
lone and its substitution by a docile 
ineffective alternative 
The study of such conflicts is important 
to understand the dynamics of the literacy 
campaigns Missing such aspects altogether 
some academicians have highlighted the tact 
that rising as they were in the wake of the 
new economic policy, the aim of literacy 
could not be empowerment but rather it was 
cither domestication of the illiterate or 
making them more susceptible to market 
forces We do not know whether there is 
enough evidence to sustain such a theory 
But even if it is true, quite independent of 
the intentions oi state policy, the context in 
which the TLCs arose and the processes it 
adapted set in motions a dynamic that was 


to generate an opposite effect - the effect of 
empowerment To quote Dcnzil SaMhana in 
perhaps the most penetrating and 
comprehensive work on the literacy 
campaigns, "the intentions of the dominant 
do not necessarily work out as the discourse 
of the subaltern Heightened aspirations 
generated on a mass scale and enabled 
through literacy have unpredictable 
consequences” Whereas the question as 
discussed by some academicians remain 
confined to the role of literacy and education 
in state policy and political consciousness, 
the actual tcirain of conflict was within the 
campaigns - between using a mobilisational 
empowenng process in association with 
progressive forces or a bureaucratic 
accultunng process where the administration 
seeks to impose literacy or as is often the 
case only pretends to he doing literacy 

Today no doubt the latter trend has won 
the day - a point to which wc shall return 
But this is only to be expected given the 
nature of governance However, it is indeed 
sad that by focusing attention on the wrong 
space, a number ot progressive forces and 
NGOs that could have otherwise strengthened 
the positive aspects ot the TLCs, missed the 
bus altogether - once again 1 

The case tor the empowenng nature of the 
literacy campaign cannot be mude from the 
opposition it generated alone (Of course 
one is reminded of Mao Zedong’s statement 
it is not bad that the enemy attacks us but 
good ) One needs to see whethei the 
anticipated positive outcomes ol an 
empowerment process were there And as 
75 pei cent ot the participants were women 
it is to the evidences of women s 
empowerment that wc turn 

Impact on Womi n s Empowerment 

The anti arrack igitation of Andhra 
Pradesh is by far the most visible and 
celebrated outcomes ot this empowerment 
process The lesson igainst alcoholism in a 
pnmei w as picked up as an excuse to launc h 
a blockade against arrack in one village 
After six months ol incubation in one village 
it spread to another seven to eight villages 
where it again incubated for foui to six 
months There catalysed by repeated 
discussions organised in literacy circles 
promoted by then nco literate newspaper 
and emboldened by the first few villages 
having managed to sustai 1 their action despite 
confident prediction to the contrary, the 
movement spread and soon it snowballed 
into a histone women s movement While 
one must recognise tic spontaneity ot this 
upnsing, u is time also to acknowledge that 
the Nellorc literacy campaign leaderships 
being »n the hands ot i small but dedicated 
core ot progressive NGO activists (the local 
APJVV) played no small role in nurturing 
it and guiding it onwards 


In the absence of such a conscious 
intervention, it is unlikely that the Nellorc 
anti-anack movement would have survived 
the first few villages Of course, in Dubigunta 
and later to some extent in its state level 
spread, spontaneous dements predominated 
But the spread from Dubigunta to Saipcta 
and even in ic from Saipcta to a women s 
powerful mass action across Nellorc district 
was the outcome ot an effectively, though 
unobtrusi vdy planned and organised action, 
by a progressive organisation 
That such conscious organisation often 
with a co operative (even conniving) 
administration played a major role in 
channi lismg the literacy movement into other 
women empowerment areas was much 
more evident in the next phase at Nellorc 
the Podhupu Lakshmi phase Over 7 000 
women s credit co operatives of 20 to 30 
women each have saved over Rs 4 crore 
releasing thousands ol women from 
indebtedness and giving a firm organisational 
structure to the movement loday a wide 
variety of women-centred activities are 
tamed oul by these committees T he credit 
co operatives have now spilled ac ross district 
borders and ate slowly spreading across the 
country In Kanyakuman, Ramanathapuram 
and Madurai ovei 500 credit co operatives 
are functional and indeed in most of the 
initial eight districts of Tamil Nadu credit 
co operatives are being initiated In Madhya 
Pradesh and Bihar tw) slowlv but surely this 
is being replicated and everywhere activists 
were pleasantly surprised at the response 
Indeed wc make hold to speculate that a 
conscious planned thrust in this area is likely 
to yield a major response within the next two 
years Once again studying the pattern of 
districts where such programmes takeotfwe 
find the critical need ol the presence of a 
conscious committed group at the district 
level having its own identity distinct from 
the district administration but willing io 
work with the administration and indeed 
using the broader legitimacy that such 
association provides to force through new 
programmes for women s empowerment 
An even more difficult and henct rarer 
outcome has been the conversion of the 
literacy movement into a women s employ 
ment generation programme One ot the best 
examples of this is the Madurai production 
network Initially it began as an attc mpt at 
credit co operatives but soon Gyancswan 
a perceptive noon meal worker suggested 
that they use the accumulated capital for 
production of sambar powder All the 40 
women of the thrift group had a share and 
got returns on it But in addition 20 women 
in the group by turn gel dailv wages lot their 
production work This idea rupidlv picked 
up md spread to over 150 groups all ot 
whom started collecting vanous items horn 
wholesale market and after appropnale 
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mixing, packed it and started selling It locally 

Initially they had depended on government 
tor their market but as the programme picked 
up the usual petty corruption and vested 
interests created many obstacles To reduce 
this, the now more extensive production co¬ 
operative network diversified into local 
markets and an even laiger variety of 
products Similar production networks and 
transformation of thrift group capital into 
productive capital is going on in a number 
of districts Sometimes like with the quarry 
workers of Pudukottai 01 the milk co¬ 
operatives of Ramanathapuram, the thrift 
societies flowed out of the creation of 
production co-operatives and not vice versa 
Once again we see that the development is 
not spontaneous - rather it is catalysed by 
NGO forces acting in tandem with or on 
occasion even independently ot the local 
administration Precisely because these 
efforts are not part ot the government schemes 
ortargets. sue h initiatives seldom get reported 
and successful activists are usually far too 
busy with surviving to even document such 
work 

Another major spin off of the literacy 
campaigns have been on the fledgling 
panchayati system Few have studied this 
aspect and unfortunately in all our areas of 
regular field contact - Tamil Nadu and 
Pondicherry and Bihar - the elections arc 
yet to take place But reports especially from 
Madhya Pradesh indicate that a number of 
women who were elected especially as ward 
members or gram panchay at sarpanches were 
activists of the literacy campaigns How 
widespread was this effect 1 Did the literal y 
campaigns give them the confidence to stand 7 
Did it alter their perceptions of what role 
an elected leader can play 9 Wc have too little 
data to comment However in meetings of 
literacy activists especially under the 
’Samata banner, interaction in panchayats 
is repeatedly identified as the priority As 
the organisation and enthusiasm of the 
campaigns are earned forward it is likely 
that interventions to enhance women s 
participation in panchayats and the use ot 
panchayati raj structures to effect changes 
to further benefit women are likely to become 
the major area of activity We consider that 
even such intervention it left to itself will 
tend to he populist m nature and will be 
unable to develop beyond a point Only 
where the most conscious and capable 
elements ot the women’s movements 
intervene can the elected women be helped 
to go beyond voicing accepted concerns to 
fighting tor demands that the dominant 
patriarchal culture may not today welcome 

But perhaps the most widespread 
manifestation of the TL C as a women s 
movement was the conscious attempts to 
fight gender stereotypes and construct a 
positive image ot women Examples of this 


1196 


are many and widespread, and it Is difficult 
to do justice to all The mass training of 
women in cycling in Pudukottai is well 
known Less known is that other districts 
like Mandya in Karnataka and, quite surpns 
ingly Madhcpura in Bihar, were to con¬ 
sciously attempt to emulate the Pudukottai 
experience and to meet considerable success 
in this Madhcpura and Madhuham saw a 
numberof such initiatives In many villages 
women remosed the purdah en masse with 
the stated reason ‘that it imerlered in 
reading ' Touring troupes of all women 
cultural activists were also a repeated 
sensational phenomena in many districts all 
over Add to this the songs the plays the 
conscious introduction ot gender content 
in liteidi) books and so on - the net impact 
on cultural attitudes must have been 
considerable Again though the response 
was spontaneous, mans of these initiatives 
were conscious interactions b> women and 
men who had been sensitised to gender 
issues in the earlier two decades of women s 
movement work especially the issue ot the 
wav the women’s image is constructed To 
them the TLCs provided an opportunity for 
taking their concerns across and thc> used 
it to the full Indeed the enure Samata 
experience marked the coming together of 
all women s movements at the initiative ot 
the BGVS to consciously develop and 
enhanct this dimension ot transforming the 
literacy campaign into a cultural movement 
for women 

Di c i ini or Totai Luirac y Campaign 

1 oda> the total literacy campaigns Lovet 
136 out ot 468 districts in 20 states ind 4 
union territories Ofthesc336morethan 112 
are m the post literacy phase Of these over 
100, even by the ministry’s own figures 
have been unable to get off the ground or 
report extremely low achievement The 
remaining - about 85 projects howcvei 
achieved about 40 to 50 per cent success 
an excellent result under given conditions 
Most of these 85 districts were m the initial 
phases But what is worrying is not the 
figures Some of those distnets which have 
reported low figures had seen excellent 
mobihsational work and the lou figure 
reported is more a representation ol their 
honesty than anything else What is worrying 
is the report that the campaigns have 
increasingly lost their potential for women s 
empowerment Why is this so 9 

One apparently obvious reason is that 
ipost of the districts and states which had 
a good potential tor success tor such 
campaign approach have already been 
covered in the first couple ot years As the 
campaign proceeds into the Hindi speaking 
and high illiteracy areas the chances ot 
success become less It is easy to theorise 
that this is so because it is a high illiteracy 
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area and therefore the 'status connotation* 
that makes illiterate women aspire for literacy 
is less But one only has to witness the 
tremendous enthusiasm and participation ot 
women in districts like Madhcpura or 
Monghyr to know that this is far from the 
truth Availability of well dispersed literate 
volunteers is of course a problem But even 
more of a problem is the noivavailability of 
committed and capable district level NGO 
leadership to give it the peoples movement 
aspect There may not be an absolute lack 
ol NGOs, but otten it is a lack ol NGOs 
willing for and oriented to such 
mobtlisahonal work 

An even more distressing reason lor 
the absence of such paiticipation is the 
almost complete bureaucratisation ol the 
programme Now that the TLCs are official 
government polity (unlike in itscarlici phase) 
collectors and state governments vie with 
each other to get money, spend it and declare 
the programme completed The dominant 
leeling is that the administration can do it 
alone In some places like in Tamil Nadu 
and Andhra the conscious interest to keep 
out loiccs who * ill make it a genuine 
mobihsation.il event especially alter the 
sucu’sstul anti arrack uprising has been 
ilcarl) stated in government circulars Bui 
moic oltcn the exclusion ol NGOs is just 
,i testimony to the (acl that the TLCs 
embodied i space lor mass iction created 
by th* conscious action ol a few a space 
that inherently does not exist in oui socio¬ 
economic structure but nevertheless can be 
created il committed administrations and 
activists come together 

One must not be surprised that a 
bureaucracy acts bureaucratic alls Rather 
one must be surprised that tor such a 
considerable period and in so main places 
it acted diileicntlv Political will has - with 
the notable exception ol West Bengal 
almost nevei been there to back these 
campaigns, except at the most lor short 
periods of time But because such a space 
has been lotted once, wc know it can be 
done again it more people and organisations 
consciously plan to create and use such 
spaces Even now there are literacy camp 
aigns and mote so jiost-literacy campaigns 
that retain thei r mobilisation and empower¬ 
ment potential Even now, if NGOs and 
other democratic forces can unite to reassert 
the basic people’s movement character and 
the spu it ot partnership w ith NGOs, insisting 
on a more cicative locally adapted stialegy 
and longet and deeper mobilisational process 
one can hope lor better results at least in 
some of the remaining districts 

One caution is needed It is easy to interpret 
the contradiction as bureaucrat versus NGO 
conflict This would be tar from true Theie 
have been and tliuo continues to be 
bureaucrats who understand the spirit ol the 


campaign and a bureaucratic undemanding 
of the campaign is often a problem in the 
NGOs also It is only a conscious desire to 
use the literacy process as a mobilisational 
and empowerment process that can preserve 
the difference This, a well intentioncd 
bureaucracy cannot do by itself, but even 
lot an NGO this may be difficult to ensure 
unless it constantly renews itself and keeps 
the objective clear 

Li ssons i ok mr Fuiurs 

Whai are the lessons for the future' One 
needs to reflect on the nseof the total htcrac v 
campaigns and its unexpected transformation 
into a women’s movement even as the 
campaign themselves flounder What can 
one generalise about the strategy and tactic > 
ot women s movements from this * As 
activists who spend more time responding 
to immediate exigencies, wc are aware ol 
out limitations in making broad theoretical 
statements 

The success ol mobilisation of women loi 
literacv shows the necessity ol women s 
movement to iccognisc the much broader 
aspirations ot women and their willingness 
or indeed eagerness to acquire educ ation and 
improve then own condition given an 
opportunity to do so 

One basic lesson is the way a broad 
democratic movement where even the state 
participates can reach out to millions ol 
women, and overcome traditional hutdies to 
their participation in a piocess of social 
mobilisation Opportunities lor such 
mobilisation arc not limited to litciac > Health 
can be another aiea that is equall> non 
threatening and where a broad social 
consensus is possible Perhaps one can forge 
such a programme around a village hbiarv 
movement tor workers or around thrift 
societies 01 a cultural movement to poitray 
dtI tei cut imain s ot women The possibil 1 1ies 
lie limitless The objectives ot the 
programme are important but relatively 
independent ot the stated objective the 
process used for mobilisation and imple 
mailing a programme aie iclcvant to us 
eventual impetus for women s cmpowci 
ment Thus even an occasion like a pulse 
poliocampaign if properly mici vcned m h\ 
women’s groups ^an be utilised loyally as 
a vehicle to organise women atul bring them 
out Obviously different objectives have 
different mobilisational potenti il But given 
a objective that broadlv is acceptable to 
women s movements the piocess by which 
such an objcVivc is achieved becomes 
crucial 

Another important lesson is that spaces 
cieatcd by such movements tend to be 
transient They cannot be sustained 
indefinitely Unless the intervening women s 
Movement maintains its distinct identity 
and agenda and mtci v enes const ions ot the 


necessity of channelising this energy am 
in organising the participating women, th4 
benefits of such movements cannot be 
realised 1 on oltcn the choice fora women's 
organisation is seen as putting aside 
one’s agenda or priorities tor participating 
in a broader social cause or sticking tc 
one’s priorities and letting the opportunity 
go by It is our submission that both wouki 
be wrong It is a conscious meaningful 
integration ol one s priorities with the 
opportunity that such large-scale mobi¬ 
lisations represent that can best channelise 
the mobilisation into a sustained women’! 
movement The participation ol women*! 
movements in such activities is necessary Ui 
shape the process itself Only when 
progressive elements were available to 
provide leadership and where they under¬ 
stood then role to include shaping the naiuit 
of the movement did it benefit women’s 
movements Where such elements were not 
av dildble or not willing to intervene, or only 
w tiling to lend a few item ists or where such 
intervention was excluded by the state the 
campaigns did not realise their cmanc lpatory 
potential Today when wc see similai 
movements developing aiound vredil co¬ 
operatives or health or watershed manage¬ 
ment or r ural entrepreneurs!!! p dev ciopmcnh 
women s movement must learn fiorn the 
total literac > campaigns Neither an uncritical 
participation or a sate distance would benefit 
the cause of w omen W hat w c need is plannee 
intervention to shape thi.se movements 
Amongst all these areas of devdopmen 
and possibilities lot intervention literacy 
still oc c upies » unique j)lai c L iteracy is no 
an end value m itself though as wc hast 
ii gued sue h perception had helped women’; 
mobilisati >n considerably Literacy is 4 
learning skill a tool to unlock many widi 
areas ol know ledge and capabilities that an 
essential lor survival as well as forbmldinj 
a society without discrimination It litciac; 
el loi is stop with the meic provision o 
alplulKtual knowledge then the leamm; 
it will lead to is learning loaded wtth th< 
values ot dominant sections Lven so tb 
nco literate can make their own meaning 
ol the wiitlen material However il th 
process of provision ol lueiacy skills is but! 
upon consciously bv women s movement! 
its uue emancipatory potentnl will onl; 
then be icahscd Even as we distanc 
ourselves hom the curtail phase of th 
litciacy campaigns we must look beyon 
to building up anothci phase in the not to 
distant luiurc \ ph isc w here unlike in thl 
hist phase the women s mobilisational an 
empower ment role was not ucidentail 
discovered by activists but whut it woul 
be the campaign s clud jnuposc 

[Piper jiKsuiu.il in mju>unl session of India 
A'souilion of Womens Studies Jaijm 
December Z 1 l l b>s | 
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Exposing the Corporate Gulag 

Bernard Mbeki 

lie Rise and Fall of Economic Liberalism: The Making of the Economic Gulag 

y Frederic F Clairniont, Southbound Press and Third Woild Network, 228 
facalister Road, Penang, Malaysia, 1996, pp 156, $ 20 


HIS sustained historical and analytical 
itique of international capitalism, perma- 
f antly leaves its impress on our lives our 
exceptions ot the world and how we intend 
i change it There is no such thing as an 
>bjective' evaluation ot any work ot art, 
fpohtical currents and ideologies As Hegel 
ud what is objective for some is subjective 
vr others The masters and slaves in South 
fnca have always accepted this truism 
Ibjecti vity is an absolute goal that we should 
nve tor but can never be attained Indeed 
think I speak tor many cntics when I say 
iat we measuie the impact of a book s 
ower through our subjective experiences 
0 a much greater extent than Tawney's 
cqmsitive Society , this book in its earlier 
icamation, now fulsomcly revamped, has 
een an ideological battering ram tor 
tousands ot activists like myself in the 
urd world and beyond It indubitably will 
smain so 

It was shortly after my forced exile from 
outh Africa, )usl prior to my arrival in 
weden, that Joe Slovo one of 20th 
dnlury's greatest ot revolutionaries, teachers 
nd organisers, drew my attention to its 
ilevance for our study-cells It combined 
«e summit standaids of academic scholar 
Up, integrity and political engagement 1 he 
urd world publishers arc to be congratulated 
n putting out such a beautifully produced 
■ork with footnotes at the bottom ot pages 
lore vital is that it is published once again 
t Asia This is as it should be lor it is 
ifficult to conceive that any corporate 
tibhsher in the white man s corrupt fear 
ncken world would have touched this 
te&tion with a 10-foot barge pole 
As a Black South African militant and 
Kile, living in Sweden at the time ot the 
anencan holocaust in Indochina I was 
rtvdeged to be one of the authoi s students 
t the Stockholm School of Economics 1 did 
Ot know then, when and under what 
onditions I would return to a politically 
tave-free South Africa There is nothing, 
owever, as this outstanding teacher reminds 
s, in the domain of capitalist relation that 
i immutable The complete overhaul of the 
'ork with a masterly lntioduclion and its 
Concluding Reflections The Counterblast 


of Crisis has become tor us once again 
and not only in the specific conditions ot 
South Africa where economic hbci ation has 
yet to be achieved - a shaft ot light and guide 
to action 

Economic Liberalism lays no claim to 
modesty it is an uncompromising assault 
against the established gulag, vehicled in a 
muscular prose in which can be heard the 
rhythmic cadences of his lectures It was no 
sec ret that the late Wallenberg ot the Swedish 
finance and industrial dynasty, bankrollcrof 
a school blueprinted to promote the ideo 
logical engine *nng of his sclt-perpetuaiing 
oligarchy was opposed to Clairmont s 
appointment precisely the same Wallenberg 
with extensive networks m South Africa, 
and one of the most lucrative wartime 
collaborators ot Nazi Germany that made a 
mockery ot Swedish neutrality If it had not 
been for Alv u and Gunnar Myrdal with 
whom he was a close co workci his ap 
pointment as visiting professor would have 
been knifed His essay on Prebisch and the 
Banality ol Compromise published in the 
Journal of Contemporary Asia remains the 
singularly most shattering critique of 
UNCTAD now thrashing in the shadows ot 
death 

It was precisely UNCTAD, the dung heap 
from which the rose did spring that 
nonetheless provided the latitude for 
Clairmont to expand his major theses on the 
laws ot motion ot what he unerringly brands 
as the international capitalist gulag and its 
corollaries its all encompassing marketing 
and distribution networks, its cartelised and 
administrative pricing structures, its over 
whelmmgly speculate e casino social order, 
its total unaccountabiiity with its spiralling 
unstoppable pace of economic concenti ation 

UNCTAD has never had a more virulent 
and just critic, but it is precisely and 
paradoxically this anaemic, reformist 
institution that appeared to be radical because 
of his investigative analyses on specific 
commodities as bananas, tobacco, fibres, 
drugs and a wide spate of commodities 
They are models of empirical research that 
arc mandatory tor undci standing the many 
facets of the corporate gulag No less relevant 
f or us in South A1 ric a and elsewhere are their 


politically charged policy implications 
wholly unacceptable to the masters of the 
corporate gulag spearheaded by US 
imperialism What he demonstrated time 
and again in his marketing researches, 
although the febrile caste oligarchy within 
the secretariat and its paymasters within the 
UN Peimanent Missions were not listening, 
was that the very notion of an Integrated 
Programme of Commodities, and its no less 
phoney counterpart, the Code of Techno¬ 
logy Transfer were doomed to failure 
precisely because they deliberately ignored 
the locus of effective gulagite power in the 
global economy The power caste op 
portunists that included Blackskins and 
Brownskins in the UNCTIAD secretariat, 
some ot whom I knew failed in their attempt 
to throttle these studies Many ol the 
divisional chiefs weie what Clairmont t alls 
members of the suck-off complex some 
of whom were on the CIA s payroll as well 
as certain corporations 

It I could summarise in one wo.d the 
nature of this book 1 would unhesitatingly 
say power As chairman Mao has taught 
power grows out of the barrel of a gun In 
the modern transnational corporation 
however the gun is only one component of 
its spiritually and phvsically obliterating 
leverage For the corporate free trade 
theologians it behooves us to remind them 
that the tidal waves ot transnationahsation 
ol capital remains anathema to the tunc 
Honing ot competitive market force 
Genuine competitive market forces are dead 
and the transnational accumulation^ engine 
has achieved this goal And no one has the 
right to holler as John Cobdcn did in the 
middle of 19th century lesus Christ is tree 
trade Free trade is Jesus C host Even at the 
high noon ot Victorian arrogance economic 
liberalism was never tree as its protagonists 
claimed, but at least the claim was nearer 
the mark 

The test bench ot free market economics 
is once again my own country where well 
over four-fifths of South African industry 
and finance are controlled by five inter¬ 
locking super conglomerates The author 
has noted this point but I hope that he will 
find the time to elaborate ns scope in a later 
work Given Us sheer Frankenstein nature 
wedded to the powers of apartheid fascism. 
South Africa’s corporate gulag has its own 
specificities which nonetheless must be 
studied in relation to the evolving global 
gulag of which it is an inextricable part 

It is well that Clairmont has rejected the 
bogus nostrum of ’globalisation' which has 
become another deliberately tnvialised 
journalistic bu/z word What we are witnes 
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sing ts that the proponents of 'free market* 
dogmas no longer seek to reconcile their 
imbecile faith with the anmhflative power 
of the lop 200 mega corporations the power 
nucleus of the corporate gulag 
With rare literary gifts and analytical 
pungency he jettisons every facet ot the 
pretences ot neo-classical economics and its 
sordid side kick post-modernism and post- 
structuralism showing its various masks and 
alibis How could we dare disagree with him 
when he stresses with chapter and verse 
'that tree trade dogma, now posing as 
humanity s angel ot salvation, is the 2()th 
century s most monstrous ot verbal embez¬ 
zlements 7 

"Market the smallest ot lies pontificated 
Goebbcls, 'and you re through market 
however the biggest of lies and the biggest 
of trauds to the biggest ot audiences day 
and night and you ve got it made The 
impresarios of the World Bank/IMF and 
their corporate media echoes have always 
accepted this injunction as holy writ These 
ideological scams ire not innocent attempts 
to come to grips with (evolutionaly reality 
Basically they emanate from declasse 
houigeois intellectuals that have always 
been divorced liom mass struggles 
mhJItctual scum that have never cared to 
talk ot ot lai less understand the lives and 
torments of the world of working peoples 
1 It is toi this reason I might add that ^uch 
(ads find no hospitality in oui study cells 
in Soweto 

These faddists have ncvci been able to 
come to gups with the oppressive dynamics 
of lace and class power Such an insight 
however I might add lets them off the hook 
too easily (or theirs is not an mnoiuous 
ragbag ot intellectual constructs What 
resonates throughout this creation lor those 
who have the guts to study it is that nco 
classicism and post modernism is seen as 
demonstrable letish the most militant 
doctrinal expression of transnanon tl gulagite 
extermimsm, notwithstanding its philistine 
claims to bc*ng dcpolitieiscd 
This creation is not only a damning 
indictment of corporate gulagism but also 
highlights the ethical imperatives ot c hange 
In this perspective, and much else besides 
the authoi is on much the same battleground 
as Joe Slovo who taught 

Wc are going to retreat when we have to 
Forwards or backwards we will bleed them 
We shall stnke them when and where they 
least suspect and it is we that will choose 
the site and time of battle What wc must 
never forget is that we me guided by a 
gicaiei vision ol a remade world a decent 
world an ethical universe one that 
capitalism has sedulously 1 ejected L et it be 
remembeted 24 hours a day that our struggle 
in South Af i ica is part of a much wider win 


It i s one of the several virtues of this book 
that it traces the trajectory of this prodigious 
struggle as our revolutionary/counter- 
revolutionary century approaches us agonis 
ing end Six years after Gorbachev one of 
the supreme quislings of all lime and his 
imperialist backcis demolished the Soviet 
Union and sold the DDR like a tin ot 
sardines to Bonn s Nazi successors where 
arc the vaunted victories of economic 
liberalisation 7 Where are the hallelujahs 
sung now to the untrammelled triumph of 

free markets and the encomiums (o 
economic liberalism 7 

Privatisation as the post-apartheid 
government of South Africa is learning 
albeit slowly is legal theft in the interests 
of the corpoi uc gulag (of which South 
Africa’s Anglo American Corporation is the 
prime mover) with the complicity of state 
hustlers This obviously is not only true of 
our nation Privatisation is an act of 
desperation in act ol pillage of the public 
patrimony It is puic!> a one shot device for 
tilling the state s coffers and lining lavishly 
(he pockets of its big time racketeers that 
have always led trom the trough of stale 
handout I here is no need for me to go 
beyond our native Africa to amplify this 
contention 

Whai is abundantly documented is that the 
juggernaut ol W odd Bank/IMFlibu ilisation 
big stick policies ire instruments for the 
mass impoven hmcnl of the third world 
Those now include the whiteskins in the 
quasi colonics <>* cast Europe and Yeltsin s 
stricken Russn that have now been flung 
into the third wmld s orbit 

Hcmy Tord oik ot the ccntuiy s most 
ruthless strike breakers and capitalists 
proclaimed that history is bunk’ a theme 
continuouslyci iculatedby post modernists 
History by itscll however docs nothin^ 
Ralhei it is revolutionary activism >t 
millions ol men and women that an Hi 
grand and permanent activators ot hum m 
change 

W hat the unfolding ol this book s scathn « 
indictment pinpoints is that capitalism s 
iccurrent crises exploding ip shorter tnd 
shorter inteivals of time with resounding 
intensity his spawned pessimism and 
foreboding on the part ot many erstwhile 
loiward looking people There are those 
1 one si hbei its wht have sought cvjsuh 
like preachers piomising heavenly compe n 
sition toi the suffering and exploitation 
they enduted in this world by contcndm 
that history will solve the problem 

On that sc ok i is well to conclude this 
review of the work of this most lucid of 
radical thinkers w uh one of his many telling 
que tations It enc apsulalcs the lessons draw n 
frori his dissection of the corporate gulag 
as well as excnplifving the breadth of his 


humanism glimpsed in his 'Counterblast of 
Power’ 

Certain well benign liberals have sought 
evasion from the struggles ol our times by 
installing mechanisms in their minds to tell 
them that the honors ot capitalism are not 
horrible that the system s terrors can be 
c li cum vented or rather mitigated Desirable 
as they may appear these see is and grnuplet* 
aic marginal Then quest is to woik within 
ihe system to assuage the pain Capitalism 
as a system ol exponentially increasing 
inisci) and class power cannot he dented by 
such febrile uncooidinated maigtnaliscd 
rnov ements These can nev er be a substitute 
for mass struggle exemplified in militanlfy 
dis iplmcd political organisations with 
explicitly defined targets and blueprints 
History is about numbers and about very big 
numbers 

This is the overriding lesson of this 
supeib woik one that our current political 
leaders in South Africa must giasp By trade 
I am a teacher and tiade unionist and 1 must 
confess (hat I was afflicted with a certain 
nost ilpic pain that gripped me even before 
I turned the last page What a pity ih it our 
friend and comrade Joe Slovo was not with 
us anymore to read this book m its 
reincarnation For as I said earlier it was 
he who started the ball rolling for me Let s 
hope that very cheap editions ot this work 
will be produced lor inass audiences and 
soon Not only in Asia but csciywhere 

[The hook can he purchiscd in India from The 
Other fndi i Bookstore above Mapusa Clinic 
Mapusa 4M SU7I (»oa J 
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Partiamentarianism and Communist 
Movement 

Vijay Prashad 

Indian Communism, Opposition, Collaboration and Institutionalisation, by 

1 Ross Mallick, Oxford University Press, Delhi, 1994, p 277, Rs 410 


) 

1 ROSS MALLICK tackles a subject which 
is in need of careful and detailed analysis 
j but he, unfortunately is only able to offer 
& us a paltry book which is neither able to do 
, justice to the tradition of Indian communism 
‘ nor to contemporary Indian history His 
, principal point in the book ts to demonstrate 
} that the Communist Party of India (Marxist) 
| (CPI(M)) trods too firmly the route of 
i parhameniananism and is therefore 

3 unconscionably reformist In his preface 
, Malhck points out that in the expei icnce of 
I parliamentunamsm 'the Communists 
v succumbed to the perquisites of otlicc and 
1 their revolutionary elan was sapped” (vu) 
t The only way in which Malhck is able to 
f sustain his point is by making a serious 
1 methodological error m trying to argue 
' that the CP1(M) has fallen into the trap of 

* parhamcntaiianism Malhck only docu 
1 ments the parliamentary histor> of the 

* CPI(M) at the expense of the vunous mass 
1 struggles puisued by the party in its U- 

year history Political scientists like 
^ Malhck notoriously frame their studies in 
) models which ate self validating such an 
\ approach is not worthy of its name social 
science 

K Malhck's book is organised chiono 
n logically, beginning with the split in the 

* Indian communist movement in 1964 (he 
n draws much ot his analysis from Sudipta 

i Kaviraj’ssadlyunpublished 1979JNUthesis. 

* ‘The Split in the Communist Movement in 
i India ) and ending with what Malhck 

t i (following his own Cambridge book) calls 
i the institutionalisation’ ot communism in 

4 Bengal since 1977 The book is driven by 

* Malhck’s attempt to plot the various 

* * ideological divides in the leadership ot the 

communist movement which gave the 

* various CPs then chaiacter the Rightists 
v the Leftists and the Centi ist s arc disti nguishcd 
1 by the tactics which they adopt as per their 
^ vanous assessments of the political scene in 
^ India EMS and Jyoti Basu for instance are 

labelled ‘Centrists who joined the CPKM) 

( Malhck argues to enable themselves to take 
^ advantage of its mass base even though then 
political views were more in keeping with 
/ Dange(Right)than Sundaiayya(Left) Such 
; Kantian antinomies (Rnght Left and then, 


the meaningless Centrist) does an injustice 
to the nth ideological inner-party struggles 
which began around the 1951 Tactical Line, 
at the Pal ghat Fourth Congress in April 1956 
and continued to 1964 The leadership fought 
tor vanous positions with an ear to the 
circumstances ot the moment and to the 
needs and visions of the mass base 1o 
reduce all this to the desue foi re-election 
is a perversity 

Malluk criticises the communist 
movement torus tailuie to deal with Indian 
realities (24) Thutcnlicismcouldbcturned 
back on Malhck who has written a book on 
the politics ofl the communist movement 
without offciing us the vital context needed 
to understand the dilemmas of oui 
contemporary history Why did iht CPI(M) 
initiate its govern and mobilise policy > 
What is ictoimist’ about this policy ’ At its 
I964C dlumaCongress theCPI(M)anal>sed 
the natuic ol the bouigeois ruling clique 
‘ Ruling classes will never relinquish their 
power voluntarily They seek to defy the will 
ol the people, anu seek to reverse it by 
lawlessness and violence In light ot this 
assessment the CPI(M) argued that the 
communists must combine parliamentary 
and extra parliamentary forms ol struggle» 
Using legal and extra-legal tactics the 
CPI( M) aided the peasants in the red district 
of Burdwan to seize land the militant 
parliamentanamsm followed thcGramscian 
notion ot ‘ warot position In 1978, Pramode 
Das Gupta pointed out that the CPKM) 
intended to countcM the passive natuie of 
electorahsm whue the citizen ‘has no 
political role once he has cast his vote in 
the election The CPJ(M)’s electoral task 
was to give the peasant “a continuing role 
in rural development Collective 
const lousness and thinking will rekindle the 
life flame ol the village pool ” The current 
use of the panchayats in Bengal is simply 
a continuation ot the strategy to politicise 
this instrument and to make it the ‘soviet’ 
ol India Without an appreciation ol the 
logic ot mass work Malhck is only able to 
prove his own thesis on the basis o! ignoring 
the rich work of the mass oigamsations (he 
says nothing, tor instance, of the All-India 
Democratic Women’s Association, of the 


Jan NatyaManch, ofCITU. ofSFl, of DYFJ, 
of the Kisan Sabha) The assumption he 
makes is that the CPI(M) is driven by its 
electorahsm, when m fact its electorahsm 
is hut one component of a revolutionary 
party Certainly, electorahsm has become a 
problem as the CPKM) recognised in its 
critique of ‘bourgeois organisational 
practices like factionalism, individualism, 
careerism, corruption, parliamentary 
opportunism and wrong style of work 
creeping into the Paity* (Politic at 
Organisational Report 15th Congress 
CPKM), Chandigarh 1995) However, to 
reduce the CPKM) to what the Party itself 
criticises is a travesty ot ideological 
scholarship 

Lastly Malhck notoriously uses the 
issue ot caste to demonstrate that the 
communists are divoiccd from Indian 
reality Like Gail Omvedt Malhck believes 
that the communists are blinded hy class 
and therefore unable to fight against caste 
Both Omvedt (in hci Dalits anil tin 
Danoualic Ri solution 1994 |plK4 85) 
and Malhck make a c itegory cnoi in order 
to reach the conclusion that the Icti is 
paralysed by its theory Reading the politic al 
texts ot the communist movement they 
extract its concrete concepts (sue h as taste 
and class) in oidu to show the limitations 
of its theory There is a need to claboi iic 
upon these lexis just as scholars havt done 
with the political and unsystematic texts 
ol nationalism it is not sufficient tosimph 
extrac t c om cpts 1 rom the m I he c ommumst 
texts, like the wtilings ol Gandhi arc wntlen 
in the heal of the moment using caiegoius 
without the luxur> ot entnai analysis Dil 
role of class needs lo be anal\sed not jusi 
in the texts ol communism hut also m the 
way in which the communist activists 
organised In my ow n research amongdalils 
in Punjab J found lhai communist workers 
from the 1920s to the present have been 
in (lie toiefrontoi fighting caste oppression 
Empirical rescan h will enable us to enrich 
the historical record with regard to the 
political significance ot the Lett and its 
own shoitcomtngs, since communist 
activism clearly exceeded the ihctoric of 
communism 

Of Proudhon Marx wrote to Annenkov 
in 1846 “He cannot explain these facts and 
so he merely invents the hypothesis ol the 
universal reason revealing itself Ot 
Mallick s book wc might say that he cannot 
explain the dynamism ol the communist 
movement (its work and its self-criticisms) 
so he invents a partial thcoiy 
(parliamentarism) and then tailors his 
argument to prove his point 
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Political Economy of Electric Power in India 

Sebastian Morris 

Since the cancellation of the Dabhol Power Project (DPP), the debate about electric power in India has come 
into the public view, raising hopes that corrective measures can be taken to ha\e a viable, cost effective andgtowing 
power industry A critical examination of the recent policy changes especially as regards the Independent Power 
Projects (IPPs) reveals that there are many dysfunctionahties in this policy particularly in the enormous and quite 
unnecessary burden it places on the balance of payments, and in the additional constraints against improvement 
and change in the state sector It would be damaging to indigenous power equipment manufacturers particularly 
the BHEL just when it is showing the potential to be an imjportant international player in the industry 
Moieover the policy is fundamentally flawed in not recognising that bulk purchase oj power (for base load) by 
a utility nec essarily acts against the interest of the utility (except in the case where the utility v c ost of power generation 
from its new base unit is higher than for an IPP) If the policy is truly amended to avoid a bias in favour oj the 
IPPs, little of the planned investments especially fiom the foreign sector would materialise That there are significant 
social gains in having power generation (and not just distribution) in large integrated fums has been little appreciated 
Several lonstratnts to the healthy growth of the sector that had been building up are uncovered tn this paper 
the inability of the state sector to discipline its management and workforce large scale corruption and leakages, 
load and v> stent imbalances brought about by inadequate investments m distribution sy stems and in hydcl capacities 
The bulk industrial consumers being increasingly left to fend for themselves through captive power generation as 
also the political inability to raise the price of power for the household and tlu agricultural sectors have further 
contributed to the structural weakness of the SFB system In the 1990s these have acted to result in a dangerously 
slow growth in addition to capacities The problem was c ompounded b\ the severe resource s constraint of the state 
The vicious circle that e xists today can be broken only if the government gives up its monetarist blinkers and realises 
that investments can in part create savings, especially tn a sector like power whe re the marginal product of power 
is fat more than the cost of generation Large under utilised capacities m the equipment sector further add to the 
savings potential Central contribution * to the SEBs need to be linked to their efficiency and to tlu n sources they 
arc able to generate Only then would there be pressure to change for the better 
Sections l to VI of the paper discuss the recent policy changes, bringing out the dssfuncnonahtie s therein and 
pri sent a national alternative Sec turns VII to X disc ussthe keyaspec ts of the problem of the states sec tor and Section XI 
sets out the immediate actions in mining towards a healthy electric power system The paper is published in two 
paits Sections I to VI (Part I) appear below and Sections VII to XI (Part II) will be published next week 


I 

Finances of Dabhol Power Project 

FHL Dabhol Power Project (DPP) has a 
capital cost ot Rs * 209 trore lor the first 
phase o( the project and the items ol capital 
cost have been discussed at length in the 
press and elsewhere (Reddy and D’Sa 1995 
Sant ct al 1995 Pankh 1995) M«ny tacets 
ol thi s projet t mcl uding the enormous buiden 
it would plate on the MSEB have been 
brought out The issue as some [Reddy and 
D’Sa 1995, Sant ct al 1995) have pointed 
out goes beyond the DPP and concerns all 
loreign power projects See Table 1 It needs 
to be emphasised that the preliminary 
expenses which arc being capitalised is way 
above what has been usual for projects thus 
lar in the country Similarly, technical 
consultancy is an item that arises largely 
because of foreign involvement In 
comparison to NTPC’s project with foreign 
equipment supply, but with part of the 
technical consultancy from within, it is higher 


though not onto! line with the recent Gandhai 
station The latter was set up as a turnkcv 
project by the consortia of ABB, ABB India 
and Marubeni 1 The Dabhol Power 
C orporation (DPT) has attempted to compa r c 
its Phase I piojcct (without the jetty) with 
the Kaw as station ol the NTPC and Reliance 
Industries Nugothanc Power Project [Dabhol 
Power Companv cl995] The Kawas plant 
has a lowci 1997 protect cost 1 than the DPP 
despite the delay caused by the unc< rtainty 
regarding gas supplies but the Gandhar 
station s 1997 costs were high enough to be 
c omparable to that of the DPP The difference 
between the two may well be because the 
Kaw'as plant was subject to international 
competitive bidding (being in part financed 
bv the World Bink), whereas the Gandhar 
station depended on bilateral credit With 
bilateral credit there is always the tying of 
equipment and overpricing ' With the 
change m the sue tor the unit being set up 
by Reliance Industries to Patalganga the 
project cost *s likely to be less than Rs ^ 


crorc/MW 

Trom the data ot all projects lor which the 
Mcmor inda of Understanding (Molis) have 
been signed (many of these are undergoing 
signilit ant revision since the cancellation of 
the DPP ) 4 it seems that DPP s is on the high 
side though not entirely out ot line with the 
gas based projects (Tabic 2) or projects with 
signilK ant foreign direct ins estmenl (CMIE 
1995 25, Table 16] IPPs with FDI seem to 
have a significantly higher cost so that the 
issue of high capital cost goes beyond the 
DPP In Section IV we would show that 
these costs are way above NTPC s existing 
cost oi capautv as in earls 1997 Wc know 
that in the case of NTPC s projects there 
is substantial unbundling ranging from 
management of operations (in case of foreign 
turnkey projects set up under bilateral credit) 
to entirely indigenous projects as w hen BHEL 
was the contractor so that today we would 
argue th.it there is a positive relationship 
between the project cost and the degree of 
foreign involvement' This anses because; 
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of the Indian advantage of cheap skilled 
manpower The ‘interlockingofthemarkets’ 
for technology and equipment, with the 
market for finance, that comes along with 
substantial foreign funding, adds to the cost 
of a packaged deal The second half of the 
1980s has witnessed a worldwide surge in 
FD1 in services [UNCTC 1988] and a 
substantial part of this increase has come 
from large manulaclunng corporations 
General Electric (GE), for instance has set 
Up service aflihatcs like GE Finance whose 
principal task is to give GE products, m 
international markets, that added push via 
private finance in addition to the usual 
credit from extm banks and bilateral sources 
Fn the DPP case, foreign majority equity 
participation has imposed its own additional 
costs coming from the risk premium that 
PDF attaches to investments in a third world 
country like Fndia I n the DPP case the return 
to equity capital is not loimally guaranteed 
at 16 per cent in dollar terms (as is usual 
in other IPPs) Yet the Power Purchase 
Agreement (PPA) of the DFK' u ith the MSEB 
and other clauses in the project agreement 
virtually ensures that return on equity capital 
would be in the range ot 28 to 10 per cent, 
m dollar terms [Sant ct al 1995 Reddy and 
D’Sa 1995 Pankh 19951 This is because 
the indexation scheme in the PPA implies 
that all pnee fluctuations on operations (fuel, 
O and M costs) would be passed on to the 
MSEB \ la the lanfi The only way the Drc 
could earn less than 28 per cent is if its 
project suffers from cost overruns and it 
cannot ensure an availability ot 90 per cent 
The PPA allows a tariff of Rs 2 75 if DPP 
is restricted to a plant load factor (PI.F) of 
68 5 per cent and a tariff of Rs 2 40 it the 
MSEB can offtake at the rale of 90 per cent 
PLF Fn other words MSEB would lose if 
it tries to restrict DI>C to a load of less than 
90 per cent All this is well known What 
fias not been brought out are estimates of 
the load ot DPP like projects on the balance 
of payments (BoP) Given the terms of 
financing of the debt and their lepayment 
schedules, wc have calculated (as in 1 able 
3) the net foreign exchange inflows During 
the construction phase thcic is a net inflow 
of $718 9 million Hie net outflow in the 
second yeai (1 st year after commencement) 
is $95 5 million and ranges from $74 5 
million to $ 170 1 million dui ing the 50-year 
penod In the 31st > ear there is a net outflow 
of $ 266 2 million' on account of the 
retirement of the foreign equity 1 his stream 
of cash flows entail an 1RR ot IK per cent 
This is way above the rate at which India 
can easily borrow to set up a power plant 
physically the same as the DPP It is about 
7 per cent above the return available to 
power projects in the US The facts above 
are hardly surprising to anyone reasonably 
familiar with the FD1 phenomenon Payback 


periods of two years or less are very common 
in transnational direct investments in the 
third world In power, unlike in other'high- 
tech’ areas or patented or brand name 
protected products andprocessev,TNCshave 
no obvious advantage" vis a vis a country 
likt India given the existence of BHEL In 
power it is difficult tor them to realise high 
returns on equity in fair competition with 
each other and with local Aims as in the 
Indian case Nor is there any expectation ot 
major technological changes that icducecost, 
creating the potential for private enterprise 
to make high profits, by appropriating (via 
internalisation) in part the benefits of 
technological advancement The only 
advantage is their access to surplus capital 
from advanced country sources So only 
through a policy (hat specifically raises their 
return on equity to levels comparable to 
earnings on FD1 in the third world generally 
can they be expected to make investments 
on a large scale 

II 

Utilities and IPPs 

In this section wc explore at some length 
the implications of a large utility choosing 
to bu\ power, rather than set up its own 
marginal unit in a situation of large growth 
in demand A utility would in general have 
generating plants of various vintages and 
capacities each with its own fixed costs and 
unit variable costs For each unit the unit 
variable cost could in a small way vary with 
the levels ot output but wc choose to ignore 
this detail For simplicity let us consider just 
three plants A B and C all being thermal 


urtfts whose cost of capacity at original book 
values (purchase price) are all assumed to 
be the same This is done only to focus on 
the unit vanable costs V for the three plants, 
which arc assumed to be such that V A > V e 
>V t A would normally be the oldest plant, 
and C the youngest At depreciated values 
the fixed cost of plant A may be very low 
or zero if it is sufficiently old (older than 
its standard tile) 

Clearly, independently of the fixed costs, 
the utility would chose to operate plant C 
more than B, and B more than A So that 
if we abstract from costs of cold/hot start 
etc the ‘on-cycle’ would be C B-A and the 
*off-cycle’ A-B-C as long as base demand 
(lowest level of demand) is greater than or 
equal to the output capacity of C In other 
words, C would tend to show the highest 
PLF and A the lowest Thus the utility s 
switching cycle is also socially optimal If 
now the utility considers hiving off A as 
an independent commercial undertaking it 
would have to buy the capacity and power 
separately from the independent entit> (IF) 
in order that the socially optimal switching 
cycle is retained Buving only power would 


Tam i 2 C osr/MW mu rui IPPs ion wtm h 
M »Us Ham Biln Sk.nid r IWS 


Type 

Cost/M Vi 

No of Unils 


<R\ cr) 


Thermal (coal) 

1 80 

~~ 50~ 

Thermal (gas) 

186 

18 

Therm \\ (other) 

1 51 

21 

Hvdel 

5 59 

12 

All types 

177 

12< 

Source rMFL(l«95) 


T\bil 1 Dabhol Powfr Projk t (Phani I) Somi Saiuni Di r\n s 


Rs 1209 cr 
Ks 1872 ci 
Rs 15 cr 


Total project cost 
Plant rruchn 
Technical cons 
Dev tees 
Prelimn exps 
Contingency 
Misc fix assets 
Land and bldg 
Addtl taxes 

Working capital margin 
Capital cost /MW 

Capital cost of Nagothane Kaperkheda plants 
Jobs created 
Jobs on construction 
indirect* guarantee on equity at 
Likely ROE based on a PLF of 90 per cent 
1 ariff at 68 5 per cent PLF restriction 
Tariff a( 90 per cent PLF 
Fuel Management Fee 
Companies involved 
Enron Corp 
Enron Operations Corp 
Enron Oil and Gas Co 
Enron International Inc 
Enron Development Services 
Enron Mauritius 


Rs 65 ci 
Rs 547 cr 
Rs 160 cr 
Rs 51 cr 
Rs 78 cr 
Rs 48 cr 
Rs 88 cr 
Rs 4 48 cr/MW 
Rs 1 5 4 0 cr/MW 
400 permanent 
6000 during 5 years 
16 percent 
28 50 per cent 
Rs 2 985/KWH 
Rs 2 40/KWH 

Rs 8Ou pu(US$25 million) 

Bechtel Group Inc 

Bechtel Power Corp 

Bechtel MauriUus Co 

Power Enterprises Mauritius Co 

GE Capital India Power Mauritius (1) I td 

GE Electnc Co 


Source The Dabhol Power Company (c 1995) 
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mean that plant A ta operated moat; which 
while it may suit the fE would not the utility, 
and it would also not be socially optimal 

On the other hand if the latest vintage 
plant of type C is sought to oe set up as an 
IE, then the utility would have to buy power 
and not capacity , and push the IE to highest 
possible PLF for costing of power The 
utility would find the arrangement acceptable 
only if IE*s costs of generation are lower 
than uie utility’s This can arise on account 
ol lower project cost o! lb or the IE s ability 
to achieve higher PLF than the utility The 
lacuna in the deal of DPC with the 
Maharashtra State Electricity Board (MSEB) 
was that DPP’s power was based on a PLF 
of 68 5 percent, which is too low v The entire 
MSEB thermal system had been averaging 
a PLF of about 60 per cent over the last 
several years, 10 and many of its C type plants 
in excess of 70 per cent “To compare DPP 
with the MSEB as a whole is wrong, 12 what 
is relevant is the PLF that MSEB has been 
achieving on its new plants, which is 
significantly above 68 5 percent This point 
is not widely appreciated It means that the 
DPC MSEB agreement would not be 
acceptable it MSEB was allowed to have a 
c ommercial orientation “Then the scope toi 
IPPs is quite limited and it narrows further, 
given the current policy parameters as 
utilities are able to ac hievc high PLT on their 
new (base) units Given a situation ot 
continuing growth in demand tor the 
foreseeable future the option for the utility 
io add capacity is real So an IPP becomes 
acceptable only if (a) the utility can gain (or 
not lose) by buvmg powei from an IPP 
rather than producing the same itself and 
(b) tht IPP can earn an adequate return on 

Tabu 3 Dahiioi Powi-r Prujk r Tin aw ini, 

AM) SOMI ImPI IC ATIONS FOR 

Bai ANl I oi Paymknts 


5 million 


Total cost 

9100 

Equity capital 

266 2 

Indian loan (rupees 17 S per cent 


payable m 9 5 years) 

95 6 

US Lxim (8 4 per cent payable 


m 8 5 ytirs) 

298 2 

OPIC loan (10 per cent payable 


in 12 years) 

1000 

Other ($) loons (11 per cent payable 


in 7 5 years) 

1500 

Total foreign funding 

8144 

Net inflow of dollars in 1 st year and 


construction penod 

7189 

Net outflow in 2nd year 

95 5 

Net outflow in 3rd to 7th year 

170 1 

Net outflow in 8th year 

154 9 

Net outflow in 9th year 

1142 

Net outflow in 10 to 12 years 

89 2 

Net outflow in 13 30 years 

74 5 

Net outflow in 31 st year 

266 2 

IRR on foreign funding (per cent) 

183 

Payback penod (years) 

5 1 


its investment, in today's context; the cost 
of power from an additional fresh unit which 
the better performing SEBs like those of AP, 
Maharashtra, Rajasthan. Tamil Nadu, is not 
higher than buVmg the same from IPPs 14 
Thus a fair deal on the considerations above 
is not possible Yet, why are SEBs tying up 
for IPPs with the private sector'’ Quite 
obviously, because the playing field is not 
level utilities continue to be under pressure 
to subsidise power, have little budgetary 
support and have to cater to increasing 
demand 

ni 

Plant Load Factors of ‘Marginal' 
Costs of Utilities 

We had argued earlier that on grounds 
of soc lal optimality and the interest ot the 
utility an independent entity generating base 
power would have to be pushed to accepting 
a high PL F lor costing, commensurate to 
what mav be considered as an allow ed return 
on capital employed Since the data on unit 
wise PLF tor the SEBs and other utilities 
are not readily available [Note 9|. wc are 
constrained to use indirect data that would 
show that the PLF of the large and new base 
units by SEBs such as those of AP, Rajasthan 
Maharashtra and Tamil Nadu are signifi 
cantly higher than the present norm (68 5 per 
cent) used tor costing in the policy on IPPs 

Below wc consider the case of the APSLB 
Overtheperiod 1985-86to 1989-90(aperiod 
of good rainfall which exerts downward 
pressure on the PLFs of the thermal stations), 
for the APSFB we do notice that the mam 
210 MW units (of the Vijaywada Thermal 
Powei Station VTPS) used as base right 
through the vear including the monsoon me 
PLF s have been in excess ol “’O per cent 
and averaged between 79 and 90 per cent 
Some other stations in the 60 MW category 
too were able to operate in excess of 70 per 


cent See Table 4. The 110 MW units ot ( 
Kothugudem Thermal Power Station (KTF 
should have operated above the levels tb 
reached and would have had supply si 
problems Yet the assumption that 
generally made, that PLF s of thermal un 
are no different from their availability il 
supply limited situation, is not really va 
owing to (0 the effect of hydel supply win 
depends upon rainfall and the flow into t 
reservoirs, and (u) system inadequacy 
which limit the evacuation of power Fort 
APSEB, since hydel power is an import* 
source in years of good flow into £ 
reservoirs we expect the thermal units to 
opciated less lowering thereby the PI 
During the years 198*5 86 to 1989 90, t 
PLF on the average tanged from 64 82 
76 23 per cent More than 55 per cent ot 1 
year wise variation in the overall PLF C 
be explained by the energy equivalent of i 
inflows into four rcscivoirs (Jalap 
Balimela Donkarayi and Snsaitam) whi 
comprised roughly two thirds of the hy* 
electric sources during this period Only 1 
these lour reservoirs was the data aval lab 
In periods of good net inflows (inflo 
minus the withdiawal for power weigh 
tor the clcctnc ity content oi each unit (TMi 
ot water) ihc PLF was low and vice ver 
giving a significantly negative coefftcni 
lor the regression Thus wc cannot reject I 
hypothesis that the PLr could have be 
higher in the vears in which they were k 
In short therefore tor the base units (a 
MW units, and 110 MW units) the achieve 
PLF wjs certainly higher than what 
indicated ini ible4 even as some units w 
supply constrained to operate at low levi 
Thus lor an SLB like that of AP, dur 
the period undc r considcrat ion the IPPpot 
of costing at a FH F of 68 5 per cent wo 
not ha\ e been acceptable Since then, 
PL F of the APSEB has increased, and 
above aruument holds today And it he 


f ABl F 4 

PLF oi APSEB 

s Tm rmal Units (Plr Cfni 

1985 86 to 1989 90) 


Unit 

Rating MW 

1985 86 

1986 87 1987 88 

1988 89 

1989 9< 

VTPS 1 

210 

90 39 

91 S8 

91 64 

77 91 

89 

VTPS 2 

210 

87 36 

89 20 

93 31 

90 80 

71' 

VTPS 3 

2 Hi 





72 ( 

As tract of ibo\e 

210 

88 87 

90 39 

92 47 

HS 69 

80 

KTPS 1 

60 

72 84 

63 52 

74 80 

38 M) 

82- 

KTPS 2 

60 

65 73 

26 n 

87 3* 

80 00 

74! 

KTPS 3 

60 

73 68 

67 46 

37 31 

54 70 

74 2 

KTPS 4 

60 

3 67 

75 70 

74 45 

76 50 

n: 

KTPS 5 

110 

43 10 

44 08 

62 13 

64 20 

48' 

KTPS 6 

110 

28 97 

44 98 

63 40 

60 60 

58' 

KTPS 7 

no 

S4 07 

63 90 

66 37 

*/ 30 

671 

KTPS 8 

no 

55% 

65 87 

73 69 

65 60 

40 

R1SB 

62 5 

90 06 

79 60 

71 18 

71 20 

45 

NTS 

30 

45 34 

63 60 

65 76 

62 80 

54i 

All Thermal Units 


64 82 

69-1 

76 23 

69 S(1 

65 


Nate* * up l) February 1990 VTPS VijaywadaThermalPowerStation KIPS Kothugudem The j 
Power Station RTS Ramogundam Thermal Powei Station NTS Ncllort Thermal Stai 
VTPS 3 was i orrmissioned in the year 1989 90 i 
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S generally foi the southern and western SEBs 
Additional e\ idence in support ot the above 
jpoint is available in the performance data 
Renaming to BHEL supplied sets working 
With vanous utilities inc hiding the SEBs and 
the NTPC BHEL sets constitute 76 per cent 
W the total coal bised thermal units in the 
^country 1 * From Tabic 5 we observe that 
*BHEL sets have outperformed other sets in 
Mentis ot PLF and operating availability 
tOur immediate c onccrn here is to show that 
many sets used as base units by the well 
)ierfonning SEBs and the NTPC have been 
Steadily operating at PLFs in excess ol the 
1 norm used of IPP s power Recognising that 
*500 MW coal units would be used as base 
* units, their PLFs have significance to the 
* problem at hand Furthermore tor the south 
^end the west the PLFs on the whole (on 
<BHEL sets) is m excess of 65 per cent so 
> that a PLF higher than 68 5 pet cent for the 
> base units is nearl y guaranteed (Trom Table 
► 6 we sec that the iverage PLF of 500 MW 
fcjnits of BHEL sets was in excess of 70 per 
* 2 ent) Table 7 which gises the distribution 
tyf BHEL supplied sets over PLF ranges 
1 further supports the above conclusion Only 
tWo 500 MW units out ol a total ot 12 
Operated below 65 per cent PLF and as 
<tiany as nine operated above 70 per cent 
t^brthc 200/210 MW sets not all of which 
used as base units and many arc pretty 
l>ld. there are many sets opciating above 70 
< W cent PL F The operating availability ot 
5 he 500 MW sets is close to 90 on the a\ciage 
or all regions while that of the 210/200 
« vlW units in the south and west arc in excess 
80 per cent 

4 It is interesting to examine the details ol 
f ndia’s most el tic icnt gener itmg utility - the 
UTPC - since it has set a benchmark for 
lathers SFBs and IPPs to achieve And i! 
i oretgn parties ire being allowed norms any 
less than what NTPC itself has been 


t Table 5 PLF AMO Oil KMINCi AVAII ABII ItY Of 
* BHEL and Ai i Othfr Gim-kahno Sms 


i'«i 

1 

t 

_pit 

All BHEL 

Opeuting 

Availability 

AH BHFL 

<990-91 

ST 8 

55 8 

71 1 

71 7 

•991-92 

55 5 

56 8 

72 0 

171 

992 95 

57 t 

SO 0 

710 

74 6 

>999-94 

61 0 

62 8 

76 4 

77 0 

,994-95 

60 0 

61 4 

77 2 

77 5 

^mKe BHEL (1995) 



4 Tabif6 

Avfragf PI F oi BHE L Si pi i if n 

i Uni rs ( Plr C lnt 1994 95) 



North 

Fast 

West 

South 

t.t)b mw 

80 5 


71 20 

79 4 

.OtWIOMW 62 5 

60 7 

65 0 

71 6 

Overall 





tO MW) 58 1 

45 1 

65 1 

71 1 


*** BHEL (1995) 


achieving, the argument for IPPs on grounds 
of operational efficiency fizzles out On the 
count of generation alone, since NTPC is 
known to have achieved PLFs in excess ol 
all SFBs (except possibly Rajasthan in recent 
yeais) the findings below (Table 8) are 
hardls surprising All 500 MW units other 
than Farakka-4 during the year 1995 94 had 
achieved PLFs in excess ot 70 per cent and 
the Singrauli station vies with APSFB s 
Vijayw ida thermal station in having 
consistently achieved very high PLTs But 
NTPC s PLF could have been much higher 
had the norms ol the Bulk Power Fhirchase 
Agreements (BPSA) been functionally 
crafted The better pertormmg SFBs find 
NTPC s cost ot power high so they ha\c 
the incentive to hack down NTF*C st itions 
rather than their own The PL F used tor 
costing in the BPSAs is generally ot the 
order ot 62 8 pci cent which is not high 
enough Had it been closer to 80 pci cent 
for base units the SEBs would have had 
little incentive to back down NTPC s units 
N TPC sc him that the financial norms (ROF 
at 12 pci cent lor example) arc not in keeping 
with its own cost ol capital is quite true 
The logic il step would have been to enhance 
the financial return parameters for thecosting 
of power of both SFBs and the NTPC and 
to push the NTPC to as high a PI F as 
possible while guaranteeing offtake (and 
payment to the NTPC) This lacunae in 
NTPC SEBs agreements has not been 
systematic illv addressed (Sethu 1995| The 
point here is thit the argument for foreign 
IPPs on grounds of eft ic icncy i s a red hern ng 

IV 

IPPs and Cost of Capacity 

Wt have already indicated that the cost 
ol capacity ol the proposed IPPs is high and 
that it may be dircitly related to the extent 
of foreign participation II would he a moot 
point to examine the cost ot capacity ot 
NTPC s plants toda\ If the cost is 
significantly less th in that of the IPPs then 
the option ot going via the NTPC (with a 
more functional BPSA) to add capacity is 


real and the government's neglect of this 
option, exposes its ideological preference 
for foreign projects ,A 
In Table 9 below we have computed the 
present (March 1997) cost of capacity of 
NTPC's projects based on the data available 
in various issues of the annual reports of the 
MinistryofProgrammelmplcmentation For 
Kahalgmnl Vindhyachal NCTPP(National 
Capital Thermal Power Project) I and 
Talc her I since the projects had not been 
commissioned by end 1994 we had to work 
with the anticipated cost figures which are 
likely to be reasonable estimates of the final 
cost (verified for many other completed 
projects of the N FTC) Tor the others which 
have been completed the actual cost f tgurcs 
are used Capacity addition in these stations 
have taken place in a phased m inner and 
given the time ot implementation wc c annot 
take either the date ot approval or the date 
of commissioning as the relevant point in 
time when the capacity was realised Instead 
we hive computed the capacity adjusted 
date of commissioning which is t k weighted 
average ol the date ot commissioning ol the 
various units that constitute Lht station 
assuming a norm ol three ye irs (quite close 
to what the data reveal) tor the commtssiomm 1 
ol a unit tiom the date ot the start of the 
project This gives the capacity weighted 
date ol commissioning (oi a single unit ot 
i station to be IS months befoic the dale 
ot commissioning F oi multiple unit projects 
such dates arc turthi i ivtrapcd b> the 
capacity ot the individual units to airivc it 
the overall due for which the cost u mid 
be valid A ntc ol discount ot 10 pu tent 
has been used In the next step the uost/MW 
as on the c ipautv weighted date ot 
commissioning is brought to the present 
(March 1997) by an assumed rate ot inf I moil 
of 10 per cent In the next step we have 
accounted tor the time and cost ovenuns 
As is expected cost ovciruns with no tunc 
overruns mcrcisc the cost/MW today 
whereas tunc oven uns with noc osl overt uns 
decrease the cosl/MW today Finally wc 
arrive at the upper bound ol lhc cosi/MW 
ot capacity lor NTF*C projects F xcept in lhc 


Tabu 7 Distribution of Units ovir PL F Ranc»i s Aviragi PLF and Opr rating 
A vAtiABiim of BHFI Sufruid Sits (1994 95) 


500 MW_200/210 MW 



North 

Wcsl 

South 

North 

East 

West 

South 

Installed and stabilised (nos) 

2 

7 


29 

15 

40 

21 





(4) 

CO) 

(6) 

(2) 

PLF < 65 per cent (nos) 

0 

2 

0 

14 

8 

18 

6 

65 £ PLF < 70 (nos) 

0 

1 

0 

4 

1 

9 

4 

70 PLF 80 (nos) 

1 

0 

2 

7 

2 

10 

5 

PLF 2 80 (nos) 

1 

4 

1 

4 

2 

5 

8 

Average PLF (percent) 

80 5 

71 2 

79 4 

62 5 

607 

65 

71 6 

Operating availability (per cent) 

91 0 

87 1 

91 5 

7U 

75 5 

80 5 

81 2 


Figures i n brackets are the number of units that are 15 or more years old The East did not have any BHEL 
commissioned 500 MW sets 
Source BHEL(1995) 
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case of Farakka, Kahalgaon f and Rihand 
they are all below Rs 3 crore/MW today AH 
these projects include borne transmission 
infrastructure, and township assets In the 
earlier projects all associated transmission 
infrastructure were included The Rihand pro¬ 
ject is way out of line since it includes the 
cost of the 1500 KV DC line from Rihand to 
Delhi, and the Kahalgaon and Farakka, parti¬ 
cularly the latter have been plagued by pro¬ 
blems on the labour front, typical of the eastern 
region during that period In any case the maxi 
mum at Rs 3 6 crorc/MW (excluding Rihand) 
and the mean at below Rs 3 crore/MW is 
well below the cost of the IPPs today 

We may further confirm these estimates 
independently From the annual report of the 
NTPC March 31 1994 the operational 
capacity of NTPC as on that dale was 14 529 
MW Let C be the cost of capacity as on 
March 31 1994 Assume this cost had been 
and will be increasing al a rate equal to 10 
pei lent on account of inflation Assume 
also that no major technical changes altering 
the mst ind performance of equipment has 
taken plate Then it a certain capacity m, 
had been added i years ago its contribution 
to histone al aggregate cost of assets of 
NTPC isCm/(l+p) rherelore the effective 
value of NTPC s operational assets today is 
V = L C in A 1+p) wheie p is the rate of 
inflation and the summation is over distinct 
additions to capacity Knowing (m } C can 
be worked out as in Table 10 

Thus we work out the cost per MW of 
NTPC s capmtY today to be of the order 
ol Rs 2 8S trort which is a little lower than 
the figure wc obtain going via a set of 
projects This is because m the project data 
the tost ot transmission lines are included 
whtieas in the computation above since the 
hiving oft of the Power Grid Corporation 
(PGC) Irom the NTPC much of the 
transmission related assets have been passed 
on to the PGC Thus IPPs have distinctly 
higher project costs and the policy in using 
a low PI F for costing of power, puts the 
burden ot then high returns on the utilities 
which additionally in the case ot the foreign 
financed IPPs would amount to a drain on 
the BOP 'Hie IPPs arc not planned to operate 
any more efficiently than the existing base 
units ot the well performing SFBs and the 
NITC so there is no extra social gain which 
could have compensated the loss lo the 
economy above 

V 

A National Alternative 

In this section webnng out a very important 
argument lor a national initiative The 
efficient and reliable working of BHEL 
provides the nation with a low cost and 
socially optimal alternative to either the IPPs 
or to bilaterally funded projects in the power 


sector 17 BHEL’s forte are its 500 MW coal problems, have been operating well stop 
based thermal units, which have the record the 1980s BHEL has, on the twin basts o 
of achieving the highest PLFs in various judicious import of technology atty 
operating conditions including use of high indigenous technology been able t\ 
ash content coal (up to about 40 per cent) IM continuously update its products, and contaxi 
The 210 MW units which during their its costs The original price protection fo 
induction in the early* 1 970sdid pose teething BHEL under the import substitution regime 

Table 8 Plant Load Factor of Soml Imfor tant NTPC Units (Per Cent) 


Unit Rating 
(MW) 

1991 92 

1992 93** 1993-94** 

Smgrauli 

1 (200) 

87 54 

91 11 

84 33 


2 (200) 


90 25 

7299 


1(200) 

82 74 

75 09 

8127 


4(200) 

88 41 

92 37 



5(200) 

88 81 

91 47 

84 29 


6(500) 

78 67 


84 25 


7(500) 


86 1) 

8164 

Korba 

I (200) 

78 18 

78 10 


2 (200) 


88 89 

7441 


1(200) 

87 46 




4(500) 

75 71 

77 71 

88 13 


5(500) 


74 76 

74 69 


6(500) 


77 94 

7910 

Ramugundam 

1 (200) 


84 52 



2 (200) 


84 08 



1 (200) 


80 97 

7709 


4 (500) 



74 H 


5 (500) 


76 26 



6 (500) 


81 26 

74 2ft 

Vindhyaihal 

1 (210) 

78 48 

70 46 

74 60 


2(210) 


74 16 

71 $2 


K2I0) 


77 61 

7154 


4(210) 


87 02 

87 57 


5(210) 





6(210) 

70 60 

86 86 

83 96 

Farakka 

1 (2(H)) 



8456 


2 (200) 

71 15 


77 52 


1(200) 


79 57 



4(500) 

Not comm 

Not comm 


Rihand 

I (500) 

78 14 


71 54 


(500) 


81 48 


Urn. hachar 

l (210) 





2(210) 


76 29 


Auraiv i 

1 (112 OT) 

7197 




2 ( 11201 ) 

1(11200 

4 < 112 OT J 

5 (102 ST) 
Ml02 ST) 


79 52 


tones * Up to December 1991 ** Up to November 1991 or 1994 Less than 70 per cent 


1 abll 9 Cost oi Soml NTPC Projects Today 


Project 

Year of 
Comm* 

Cap Wghtd 
^ r ol Comm 

tap MW 

Total Cost 
(Rs Crore) 

Ant Cost 
(Rs Croa) 

Upper Bo* 
of 1991 
Cost/M\ 
(RsCier 

1 Smgrauli 

1988 

1985 9 

2000 

1 580 \ 


20 

2 Korba 1 

1988 

1986 0 

1100 

954 6 


25 

1 Korba II 

1990 

1989 5 

1000 

919 2 


19 

4 Ramagunda n I 

1989 

1987 2 

1100 

1 196 2 


28 

5 Ramagundam II 

1990 

1990 0 

1000 

784 4 


1 5 

6 Farakka 1 

1988 

1987 7 

600 

761 4 


1 1 

7 Kahalgaon 1 

1994 

19910 

840 

700 0 

2 017 5 

36 

8 Vindhyachal 1 

1992 

1990 2 

1260 

1 628 2 

1 628 2 

25 

9 Rihand 1 

1990 

1989 5 

1000 

2 729 (l 


5 6 

10 NCTPPI 

1994 

19910 

840 

1 1170 

1 595 7 

28 

11 Talc her 1 

19% 

1995 5 

1000 

1 481 S 

2 549 8 

29 


* Anticipated in case of N is 8 9 II and 12 
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w de facto been given up in the 1980s as 
f|ige scale import of power generating 
^juipment via tied bilateral credit emerged. 
'Jsveitheless the inveslible resources were 
|bstantially more that what it is today 
!'|cause of better returns to the SGBs, and 
;|greater degree of budgetary support, 
loreoverthe World Bank itself was funding 
stantial power capacity, with the bids 
^ng subjected to international competitive 
ring (and BHEL having a 15 per cent 
Kce preference), meant that BHEL’s market 
i not as constrained as it is today. With 
\ lowering of import tariffs, the effective 
ction that BHEL enjoyed had come 
i substantially, and since 1994, BHEL 
have been subject to negative effective 
jipection rates. 1 y In the recent instances of 
; |temational competitive bidding (of World 
nk sponsored projects) BHEL’s bids have 
ally been the lowest, so that its 15 per 
nt price preference, which in any case only 
unteracts the sales tax and other local 
s, have hardly been availed of. Going 
j some of the recent contracts that BHEL 
& signed, its equipment is least 15 per cent 
|;|eaper than competitors (though ABB with 
■ijich local sourcing is catching up). In 
Ration to projects not submitted to 
4«mational competitive bidding it is about 
jjj per cent cheaper at the very least. 20 We 
Jve argued elsewhere that there is little 
‘ gubt about BHEL* s quality and the features 
./j its equipment [Morris 19951. Its 
jjtformance in markets abroad (Malaysia, 
Cyprus and elsewhere), despite the 
^adicap of not having had access to cheap 
very patient credit that competing 
^anced country transnationals have, is 
^|ple evidence in this direction. This is not 
\ uprising at all since India has one of the 
invest cost of manpower particularly 
i;i!nagcrial and technical. 31 TNCs have 
\kp\y responded by taking advantage of 


w 

0 


access to cheap capital. 22 Without this 
jnpensating factor they would necessarily 
to outsource iiom cheaper locations 
^eluding India) in the developing world 
^Eastern Europe. Independent LDC firms 
!'^power generating equipment including 
i,Lse in Brazil, South Korea and China are 
at an early stage and need to build up 
.’design capacity for large thermal plants. 2 ' 
•pas of the latter countries, but more so 
it; ^na with its stupendous home market, arc 
ij ^ catching up. Today we have a situation 
^ptc not only are BHEL's exports curtailed 
to a policy that has so far m been able 
^■vreate the special space for path bulking 
but in its home gn mnd itself the policy 
actively discriminated against it. The 
i guidelines specify that 60 per cent of 
^project com be inunccd from sources 
yprthan Unancial institutions. This 
against domestic producers of electrical 
; *iptncm. While the national concern for 


foreign exchange is understandable, it is 
entirely irrational to create a severe bias 
against domestic producers by shifting on 
them the task of arranging for foreign 
exchange and more so finance in general. 24 
(Other aspects of the reform process 
particularly import liberalisation (under a 
level playing field), are no doubt vital in 
bringing about productive and allocate c 
efficiency, and appropriate technology 
choice.) This provision is contrary to the 
well recognised understanding that host 
countries can best minimize the negative 
externalities of foreign technology and 
transnational activity, and maximize their 
positive externalities and direct benefits by 
unbundling. The relevant point today is that 
when the time is ripe to realise the gains from 
having created an entity like BHEL, the 
present policy is running in reverse gear, 
as it sets out to destroy an independent and 
competent electrical power generating 
industry. 2 * 

In what follows we bring out the BOP 
differences between atypical foreign project 


andOf^domesdally financed and operated. 
Taking the Dabhol Power Project (Phase I) 
is representative of a foreign power project, 
the cost is Rs 4.2 crore/MW, as when the 
project goes on stream after a three year 
construction period. But this includes interest 
on loans during construction. The relevant 
computations are given in Table 11. With 
a cost advantage of 15 per cent for the 
domestic producer (BHEL), and an import 

Table 12: Net Savings Required (Rs '000 
chore) fop Alternative Assumptions about the 
Marginal Product of Electricity 


Year 

MP = 2 

MP s= 3 

MP = 5 

MP — 8 

0 

17.5 

17.5 

17.5 

17.5 

1 

36.7 

36.7 

36.7 

36.7 

2 

5.9 

5.9 

57.9 

57.9 

3 

58.6 

48.8 

38.9 

0.3 

4 

59.3 

38.7 

18.2 

-64.2 

5 

60.2 

27.7 

-4.72 

-134 6 

6 

61 1 

15.6 

-29.9 

-212.0 

7 

62.1 

22.7 

-57.6 

-297,2 

8 

63.3 

-12.41 

-88.1 

-390,9 


(Negative sign implies savings surplus) 


Table 10: NTPC’s Cost of Capacity Today (End March 1997) 


1 Operational capacity, i e. capacity already commissioned (March 31,1994) 14.529 MW 

2 Fixed assets at original cost (March 31.1994) (Rs crore) 21.428 49 

3 Capital work in progress (March 31,1994) (Rs crore) 8,084.40 

4 Operational fixed assets. [(2M3)] (March 31, 1994) (Rs crore) 1.1,344 09 

5 Current assets financed from long-term sources (March 31. 1994) (Rs crore) 4.735 96 

6 Effective original value of NTPC’s assets: V, |(4)+(5)J (March 31, 1994 (Rs crore) 18,080 05 

7 Capacity of NTPC discounted by the inflation rate of 

10 per cent pa = I m/( I + . I)' 8,355 30 MW 

8 Cost per MW C = |l(6)/(7)1 (March 31. 1994) (Rs crore/MW) 2 16(2.12)* 

9 Cost per MW end March. 1997 at an assumed inflation rate of 

10 per cent pa C< I +. 1 )' (Rs crore/MW) 2 88 (2 81 )* 


(* excluding township costs) 

Table 11: Tin: Internal Rate of Return of the Difference in the Forlign Exchange Flows 

BETWEEN A NATIONALIST ALTERNATIVE AND AN ENRON LlKE PrOIEO 

(Unless otherwise stated, in Rs crore/MW) 


1 Average interest on foreign debt on foreign project (FP):i (per cent) 10.00 

2 Project cost (FP): FPC 4.2 

3 Foreign equity (wholly owned foreign project) (Debt. Equity:2:1) 1.4 

4 Net project cost of FP = FPC (I +i/2)/( I +3i/2) 3 83 

5 Plant cost of FP = (4)* 0.65 2.49 

6 Foreign sourced plant: 0.80*(5) I 99 

7 Foreign finance 3.50 

8 Net foreign finance: (7)-(6) 1.51 

9 Foreign finance service rate, average on debt and equity (per cent) 18.00 

10 Net Indian project cost = 0.85*(4) 3.26 

1! Indian plant cost: (10)* 0.65 2.12 

12 Foreign exchange for Indian plant (imported components and cost of lechn purchase): 

(11 )*0.20 0.42 

13 Interest on above (at an assumed cost of borrowing of 12 per cent during construction) 0 76 

14 Differential inflow of foreign exchange between the two alternatives (8)+(J2)+( 13) 2.01 

15 Equalised annual outflow of foreign exchange on service of debt and equity earnings 

at an average rate of 18 per cent, being the IRR on exchange flows for a foreign 

financed project; for 30 years. 0.63 

16 Equalised annual outflow of foreign exchange on debt service @ 12 per cent for 

commercial borrowings for financing the foreign exchange component of the 

Indian project, over 30 years 0.04 

17 Equity to be retired in the 31 st year, for the foreign project 1.4 

18 IRR of the differential foreign exchange flows (per cent) 28.31 

IRR of the differential foreign exchange flows ut a cost advantage of 20 per cent 

for the domestic producer, and ceteris paribus (per cent) 28.91 
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content <^MfKereeittiiicCH|*cMtpm 
content of 80 per cent of equipment for a 
foreign project, the net differential inflow 
of foreign exchange, during the construction 
period, of approximately Rs 2 crore/M W is 
being obtained at a service cost in dollar 
terms of above 28 per cent 12 * Clearly, 
therefore, the foreign power projects would 
impose a tremendous burden on the BOP 
The analysis above does not take into account 
the added benefits and positive externalities 
of the nationalist alternative 
(i) In using up BHE1 's excess capacities 27 
This could have been incorporated in part 
by taking the cost of the domestic project 
to be the variable rather than the total cost 
With unutilized capacity (m large power 
equipment) in BHEL in 1994-95 of at least 
SO per cent Although the impact on the 
BOP would be marginal with this 
incorporation it has major implications for 
resource mobilisation 
(n) Perhaps most important arc the spillovers 
from the continued existence of a modem 
large enterprise in terms ot skills 
development to exploit scale and scope 
economies to lake up large scale R and D, 
and force feed the industrial development 
of the country IChandler 1990) Indeed as 
newer transnational players like ABB and 
Siemens enter the Indian market to use it 
as a sourcing ground for eiccu ical equipment 
exports and the very IPPs themselves are 
heavily draw ing upon the trained and skilled 
manpower from BHEL (and the NTPC) in 
large numbers at almost all levels So tar this 
turnover has not at fecled BHFL subslantial 1 y 
given is vast pool ot manpower and a targe 
training infrastructure that is well integrated 
with its pioduction and functions But it the 
present discrimination against domestic 
pioduit is continues ihcnBHEL (or its power 
equipment division) can potentially be 
disi mhiissued and India would loose what 
Kliamiw alia (1990) has called ‘a strategic 
organisation which in the late twentieth 
centuiy becomes necessary for the industrial 
iianstoimauon 

VI 

Bogey of Resources Constraint 

Why then has the stale chosen to embark 
upon a policy that is so damaging to the 
nation’s economic interest 7 The answer no 
doubt has to do with the fiscal crisis of the 
state bur as we will argue a certain ideological 
position and the interaction ot this ideology 
with the crisis is important 1v The fiscal crisis 
is by now well known It arises due to Us 
inability to cut revenue expenditures, 1,1 or to 
raise the prices ol infrastructural services 
and products including of electricity and its 
total impotence to mobilise additional 
resources via taxes on the nch As was 
expected by many economists in 1991-92, 


h has only cut capital expenditures This has 
accelerated so that today the savings on 
capital account contribute to the revenue 
account 1 In power, budgetary contributions 
have sharply fallen, and in short, to use the 
popular jargon there is simply no money 
with the government While a tightening ol 
the budgetary resources to its parastatais is 
expected in a period of structural adjustment 
and becomes necessary to create the pressure 
for cost consciousness and commercial 
orientation [Morris 1991], or even to soften 
them up for pn vatisation, in the power sector 
it would be entirely disastrous 
Power is the most critical input for 
agricultural and industrial production The 
government s own statements amply confirm 
that it is well aware that the '"marginal 
productivity*’ of power in the rest of the 
economy is far greater than the cost of power 
(Somewhat cynically, for the xenophiles 
this would amply justify the foreign IPPs 
even if they are moie expensive And it does 
because even IPPs set up entirely with 
foreign capital and all equipment sourced 
from outside is better than power cuts and 
shortages ) I his means that power 
development ought to be the topmost 
economic priority m the state It also means 
that there is an opportunity lor deficit 
financing of pouu projects, so that the 
required additions to capacity to match 
demand need mu sul f cr tor want of resources 
Only a dogmatic monetarist position would 
•nsist on identifying the finances for power 
development with icquircd savings for the 
economy as a whole * Deficit financing in 
the case of power (if tight implementation 
schedules can t>c adhered to) need not be 
inflationary given the extremely high 
marginal pioduct ot power in industry and 
agriculture With the extra powcravailability 
it output can go up significantly then the 
resources would he self-financed tor the 


economy a*a whole, viathcincreased income 
generation In other words, ot the twin 
considerations (or near term objectives) in 
structural adjustment-expenditure switching 
and expenditure reduction - in an economy 
where the producti vc sector is fundamentally 
constrained by a critical supply side 
bottleneck (here power) and where removal 
of the bottleneck docs not involve long 
gestation the right policy would be major 
expenditure switching 1 Overall expenditure 
reduction has to be tempered to accommodate 
the expenditure increase in overcoming the 
critical bottleneck Assume that we need to 
stall adding capacity in the first ycai of 5000 
MW which annually increases bv 10 per 
cent to provide for growth in demand" 
Assume a cost ot Rs 3 5 crorc/MW and in 
today s prices we may project the savings 
constraint over the years Investment goes 
up as 5000 (I 1) 1 3 5 Rs crorc per year The 
availability of depreciation lunds as 
£5000(1 1) 1 3 5/20 tiom the fourth year 
onwards assuming a gestation period of 3 
years for a typical power project The 
surpluses available at a target rate of 
return of 12 per cent would similarly, 
from Ihe fourth year onwjrds he 
15000(1 l) 1 50 12 The elcctnulv 
available which when sold at Rs 2 0/KWH 
at a 80 per cent PI F may be said to realise 
a sa\ ings ol 2 0 e s p where c is the amount 
of electricity sold and s the marginal 
propensity to save out of in omc and p the 
marginal produc tiv ilv ot electricity in terms 
of its own price Thus the savings in the 
rcstol ihc economy may be written as 
£5000 (I I) 365 24 () 80 2 0 0 40 p/10 7 in 
Rs crorc 1 hcrcloic the ycarwise suiplus or 
savings investment as a resullol investment 
mclectncity can be calculated I his becomes 
positive in the 7th ycai il p is 3 in the 5th 
year if p is 5 and in the 3rd vear it p is 8 
1 or p < 2 7 or so n always remain negative 


Tabu 13 C omhised Exienditure 01 imeCintru and Stati Govikkmlms (An IhmsLxci 
Transhrs Power Divilormlm AM) Kivime anoRivinii Reuihtserom 
the Pou.tR Si ctor (Rs Crore or Index 1989 = 100) 


Year 

Tot il 
Lxd 
Translr 

NDE 

DE 

DP 

Power 

DE 

How ei 

Rc vn 

DF 

Power 

Captl 

RiLpr 

Power 

Nei 
Oomr 
Power 
(Rs Crore) 

1989 

120763 

59405 

67358 

3711 

1063 

264V 

391 

3039 

1990 

113196 

69195 

741X8) 

4071 

887 

3184 

319 

3504 

1991 

165024 

81028 

83996 

8241 

5030 

3211 

446 

3657 

IVV2 

187095 

97063 

90031 

4321 

IV<>8 

2362 

450 

2812 

1993 

215168 

115251 

99917 

6472 

3410 

3062 

155 

2V07 

1994 

237358 

127176 

110182 

5301 

2183 

3118 

184 274S 

I Index IV8V = 100) 

1989 

100 

100 

100 

1(H) 

ion 

1(8) 

1(8) 

100 

1990 

113 

116 

no 

MO 

83 

120 

82 

115 

1991 

130 

136 

125 

222 

473 

121 

114 

120 

1992 

148 

163 

134 

116 

184 

89 

1 is 

9 3 

1993 

170 

194 

148 

174 

321 

116 

40 

96 

1994 

187 

214 

164 

143 

2l)s 

IIS 

9S 

90 


Nutts NDE Non Development Expenditure I)L DcvUopunnt Expenditure 
Souti t Ministry ol Finance (1995) 
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For a "marginal product' ofdcctricityinthc 
Test of economy of between two and eight 
times the price (Rs 2.0) of electricity, the 
amount of resources that needs to be 
mobilised in the sector and the rest of the 
economy is as in Table 12. This projection 
is based on recovery at Rs 2.0/KWH for the 
production from new units.* 4 

Table 13 brings out the deep crisis that 
has come about in the power sector as a result 
of the steep reduction in budgetary support. 
Observe that, despite the pressure on the 
government to cut expenditures, it has not 
been able to make a significant dent in the 
growth of non-development expenditures. 
The expenditure on power has grown much 
moreslowly, but what is even more revealing 
is that the net budgetary contributions, once 
allowance is made for the receipts from the 
power sector, has declined sharply in current 
price terms since the sh«u in policy. Over 
the years 1989-90 to 1991-92, the contri¬ 
butions had been increasing at a rate of 10 
per cent in nominal terms. This was also a 
period during which the inflation on power 
equipment was in the range of 8 to 9 per 
cent p.a. In real terms therefore, the 
contribution would have been just 
maintained, so that the budgetary 
contribution in relation to the growth of 
capacity during this period of around 7 per 
cent was declining. In the late 1980s the 
capacity growth was around 10 per cent. The 
decline in nominal contribution since 1992- 
93 was at a rate of 10 per cent per annum, 
$o that with an inflation rate which was of 
the order of 9 per cent, the real contribution 
has been falling by about 19 per cent. Not 
surprisingly capacity addition has fallen since 
the resources from other sources and from 
the private sector was not buoyant enough 
to fill in the gap. During 1991-92 the total 
capacity addition including in non-utilities 
was at a rate of 5.2 per cent, in 1992-93 at 
5.4 per cent and in 1993-94 at 5.0 per cent. 
Since then it has plummeted. Capacity 
Utilisation during the same period in terms 
of PLFs did not show an)' great improvement 
either. This is disastrous for an economy 
which is at a stage of development, where 
the (total) elasticity of electricity 
consumption with GDP growth is around 
one or more. 15 And with some important 
constraints to growth having been overcome 
(primarily through the removal of the bias 
against exports, positive incentives for the 
private sector to grow, delicensing, and a 
weakening dependence upon agricultural 
performance), this underfunding is more 
than just one step backward in the process 
of reform. 

The private sector has expressed its inte¬ 
rest in a very large number of projects. 56 If 
these projects were to really materialise over 
the next five years or so, then we would be 
Clearly out of the woods. Since the 


cancellation of the Dabhol power project, 
the foreign parties are likely to lose interest. 
The high returns they were speculating upon, 
given the Power Policy Statement (vintage 
1991 -92), would be uniealisable if they come 
up for renegotiations and state officials are 
able to drive a hard bargain. Given the 
change in power policy recently (which 
stipulates competitive bidding), the scope 
for overpricing would fall. The private 
sector’s interest, in co-generation, and in 
captive power generation would be 
unaffected, since the joint economies would 
far outweigh the decline in the expected 
returns to equity investments in power. This 
sector would therefore witness enhanced 
growth, which can only be a sub optimal 
solution for the economy as a whole. 

(To be concluded) 

Notes 

[1 thank Y R K Reddy and R Nagraj for comments 
on early drafts of this paper.] 

t The project was built on a turnkey basis, to 
avail of bilateral credit by a consortia 
consisting of ABB, ABB India, Marubeni, 
and Kawasaki Heavy Industries of Japan. The 
entiie 635 MW was put on the grid on April 4, 
1995. The station consists of 131 X 3 MW 
(GT) and 255 MW (ST), and the project cost 
was Rs 2,206 crone. The 131X3 (GT)’s were 
completed on March 17, 1994. Therefore the 
weighted average time of installation is 
September 1994. Hence in early 1997, we 
may work out the per MW cost as (2206/635) 
(1+0.If ' which is Rs 4.41 crore/MW, (at an 
assumed 10 per cent rate of inflation). 

2 The Kawas Gas Project, being World Bonk 
sponsored, was subject to international 
bidding. It was executed on u turnkey basis 
by Alsthom of France. The contract was 
awarded in March 1990. Some of the details 
are as follows: 


Original project estimate 
(c 1993) . Rs 373.98 crore 

Anticipated project cost 
(1991-92) :Rs 1.153.96crore 


Anticipated project cost 
(1993-94) :Rs 1,488.72crore 

Actual cost as anticipated 
(1994-95) . Rs 1,494.51 crore 


Date of government 
approval 

Originally scheduled 
date of completion 
Anticipated date of 
completion (1991-92) 
Anticipated date of 
completion (1993-94) 
Actual date of Commis¬ 
sioning (1993-94) 


September 1986 
April 1990 
March 1993 
March 1993 
September 1993 


(Although the units were ready, lack of gas 
supplies delayed the actual synchronisation 
of the units.) The schedule of completion 
was: GT-1 (106 MW), March 1992; GT-ll 
(106 MW), May 1992; GT-1I! (106 MW), 
June 1992; GT-IV (106 MW). August 1992; 
ST-V (110.5 MW), February 1993; ST-VI 
(110.5 MW), March 1992. The above 
information has been culled from various 


•Wul'npDrti^efthe Ministry tfProtramme : 
Implementation. We may therefore compute 
the capacity weighted average time of 
commissioning to be September J 992. So the 
cost/MW effective on September 1992 is Rs 
2.32 crore. Hence the cost/MW effective in 
March 1997 at an assumed inflation rate of 
10 per cent is Rs 3.56 crore/MW. 

3 K Parikh 1995 and others in contrast assume 
that foreign projects would usher in efficiency. 

4 Recently, the DPP itself has undergone 
revision, which is being touted as a reduction 
in the cost/MW. Much of the reduction is 
based on merging Phases J and II of the 
project, and using the gross ISO capacity 
which includes peaking capacity, than just 
the base capacity alone as earlier in the 
computation of the cost/MW. Change in fuel 
use and separating out certain supportive 
investments have also brought down the 
reported figure. Fall in turbine prices 
internationally has also contributed. But the 
details of the new agreement ore not yet 
known clearly. No doubt the state government 
was able to get some real reduction in both 
the tariff and the cost, because the Enron 
Corporation had already committed resources. 
For an early commentary sec Waglc (1995) 

5 The National Working Group on Power had 
pointed out that projects built using (tied) 
bilateral credit are often 40 per cent more 
expensive than indigenously built power 
plants! (CMIE July 1995 25 j 

6 Similarly for other substantially foreign IPPs. 
For the Spectrum case see Snnivasan (1995) 

7 One could differ in the treatment of equity 
One of the reasons tor the enchantment of the 
government with foreign direct capital, besides 
availability, is that multilateral lending 
institutions do not include equity in the 
external debt. The appropriateness of this 
practice in cose oflargc infrastructural projects 
with little or no generation of foreign exchange 
is debatable. Herein, either way. the 1RR is 
hardly affected. 

8 This squares up with the fact that despite tew 
restrictions today on Ff)l, power is not an 
important area for transnational investments 
Only with the recent trends in privatisation 
have TNCs been ublc to carve out a ruche in 
owning and operating power plants in the 
third world. Earlier their involvement was 
largely restricted to turnkey construction and 
equipment supply. 

9 Another problem is that the DPP is not real!) 
designed to be a buse unit being a gas/naptha 
based station with a high variable cost (Rs 
1.16, [Parikh 19951). it should have been used 
as a peaking unit A-type in our framework. 
This is discussed by [Reddy and D'Sa 1995). 
So the DPC places an additional social burden 
Our task here is to show that even a basing 
unit with low variable cost would still have 
to be more efficient than the ‘marginal’ unit 
of the utility, for the existence of mutually 
beneficial contract. The issue that “other plants 
have to backed down” as Reddy and D’Sa 
(1995) and others have raised, would not be 
a valid one for the cose of an IPP truly 
designed as a base unit. We can state the rule 
as: If the minimum of the daily base demand 
during a normal monsoon year minus the 
existing capacity of the base units of the 
utility is greater than the capacity of the IPP 
(base), then it is socially optimal and 
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momringfii} fbr die utihly le go for the ttf 
provided the other conditions mentioned in 
the text hold 

10 The PLF of the western and the southern units 
during 1991 94 and 1994-95 averaged 614 
681 and 618, 69 0 per cent respectively 
This would suggest that many (if not most) 
of the base units of the SEBs in these regions 
were in fact operating above 70 per cent This 
point is examined in greater detail a little 
later 

11 Heat rate and O and M costs would also be 
relevant but they are hardly different as 
between Indian and foreign plants Moreover 
the norms in the IPP policy are below those 
that even coal based plants hove been 
achieving Cl [Reddy and D Sa 1995 Sant 
cl ol 19951 

12 Thus using Pankh s (1995) computation for 
d coal fired basing station operating with the 
SLBs at 80 per cent (90 per cent) PI F the 
cost to the SEB of a unit of electricity is only 
Rs 1 Kl (1 68) assuming his high capital cost 
ot Rs 4 4 crore/MW for a plant that MSEB 
l an build Even this is below w hat MSFB was 
planning to pay the DPC 

11 And certainly so given the reform agenda 
since a primary objective of economic reform 
is n bring ibout efficiency md commerc ta! 
orientuion in dll productive entities 

14 The average cost of power or the tost of 
power from old depreciated units is not the 
re fi re nu unlike what many of the discussions 
in the popuhr press have assumed 

15 Recently the share of BHFL in the capacity 
iddilion in thermal sets m India has bcc n less 
th in 70 per cent being of the order of 50 
60 p* r cent I is contribution to higher rating 
sets 500 MW 210/200 MW and 250 MW sets 
at 60 pi r cent ha been less Thus the average 
lgc of BHFl supplied sets is likely to be more 
than th it ol non BHFl sc ts and the average 
si/c no larger Thus the consistently higher 
PLFs of BHI1 sets across time and regions 
may be attributed to the superiority of thur 
sets So in using the data on PLF ot HHLL 
sets wc would not be ible to dissociate the 
rffect of utility related and (equipment) 
supplier related faUors For our argument of 
i national alternative (developed in Part II of 
this piper) this is immaterial 

16 Lately NTPC and the NHPC have been 
pushed into purchases from tore ign equipment 
suppliers as th* government on giounds of 
pol Ik al t vpcdiency has been going in for the 
bilateral credit option wmchh is hurt domestic 
producers of electrical power generating 
equipment since bilateral credit is inevitably 
tied Fven with such protects since the 
operations arc corned out by an efficient 
Indian company there are no outflows on the 
operations cost of power 

17 Surpusingly this point has been missed by 
most of the commentators on the policy A 
significant exception has been Reddy and 
D Sa (1995) We develop the point here 

18 Ash content at 40 per cent is higher than what 
it can be Mines not infrequently deliberately 
mix mud and stones with coal Discussions 
with ex coal mine officials 

19 We may state that in coal fired boilers and 
1G sets using steam BHEL is up to mark 
technologically and much cheaper BHEL* 
own claims are that they are 20 to 25 per cent 
cheaper than TNCs In gas based turbines 


BHEL is technologically dependent, and 
recently has been able to sell abroad sets up 
to 150 MW capacity BHEL sets are dependent 
upon imported components to remove NOx 
Ibis is not a major constraint in most countries 
except the advanced capitalist BHEL does 
face severe price competition in gas turbines 
from TNCs with much sourcing from the 
Eastern Luropcan countries Although no 
detailed computations are available now with 
the import duty on power equipment having 
been reduced BHEL is not compensated for 
the sales tax and octroi which together can 
be as high as 14 per cent When average duties 
on imports (steel non ferrous metals energy) 
are high today the possibility of negative 
el fee live protection rates faced by large 
sections of the capital goods industry cannot 
he excluded a pnon Indeed as early as in 
1984 (World Bink 1984] showed that contrary 
to popular belief substantial parts of the non 
electrical machinery sector did not enjoy 
significant protection Nambiar( 198 M showed 
that effective protection based on pnets is as 
far lower than what the more conventional 
computations based on tariffs would indicate 
much before the liberalisation began 

20 The Vmdhyachal Stage II Protect (ot the 
NTPC) involves the construction of a 
greenfield power station which htgan in mid 
1995 and is expected to be completed b> the 
year 200! in tvo stages first 500 MW unit 
in 1997 and the second in early 2001 This 
project was won by BHEL m ICB The 
contract value is Rs 2 751 40 crore whreh 
includes interest during construction and 
BHEL expects to complete the enure project 
well within the cost of Rs 2 75 * crore/MW 
for a weighttd average date of commissioning 
m mid 1988 (om year after the ENRON 
project s phase I) This mokes the ENRON 
project at Rs 4 2 crore (Rs 174crorcexc ludmg 
jetty costs) about 50 per cent (16 per cent) 
dearer' From inside sources we know that 
BHEL was not fully covering its costs hut 
even if all costs are covered the bid value 
should not have been higher by more than 
12 per cent according to these very sources 
Bids from competitors were much higher 
Other recent projects won by the company 
in ICB ire 208 MW gas based generator foi 
Spectrum Power Co loncc the protect was 
subject to l( B) [FE 1/8/95] 2X250 M\fc 
equipment tor Rs 1 000 crore along with the 
Raytheon ( orp of the US for the Jindal 
Vijjyamgu Steels (again an IPP lhat went 
in tor ICB) [FT 1/9/95) 160 MW CC PP for 
the Gutarat Industrial Powci Corprn s 
expansion project [CIMM Ntws 28/1/95) 
Units 5 and 6 (2X210 MW) of the Raichur 
Thermal Station BHEL s otfer was for Rs 
1 150 crore and the next best bid was by 
Nortsca a spinoff of the Public Power 
International of the US for Rs I 992 crore 
SBI s commitment to raise a loon from foreign 
insututions was crucial to BHEL s success 
(ET 25/10/941 IPCLs 64 5 MW CCP at 
Gandhar Unit II of the Suratgarh TPP (250 
MW) for Rs III crore (ET 25/8/94] Steam 
turbine and TG for third 500 MW unit of 
Chandrapur ST *P of MSEB for Rs 172 crore 
[ET 9/6/94) 

21 BHEL Telco and a few others in India have 
the potential to emerge into global players 
They hod been handicapped by a policy that 


had for long discriminated against exports 
Today, as this distortion has come down, 
inadequate and poor credit for exports is an 
important constraint BHEL for instance, 
despite being qualified on technical grounds 
has always come up against the credit limits 
posed by the combined networth of the Indian 
Exim Bank itself and the FCGC in bidding 
for the really large projects internationally 
Moreover the relative underdevelopment of 
the rest of the economy for these firms 
lengthens their lead times and reduces the 
potential for out sourung 

22 Within mainstream theorising on MNCs it is 
bv now well accepted that the advantage 
concept of Hymer (I960) and Kindlcbeigar 
{1969) or its further development in the form 
of the eclectic theory (Dunning 19881 are 
incomplete in that they do explain tht large 
bunching of TDI and its obvious dependence 
on mat rocconomtc variables such as exc huge 
rates currency premium ICf Aliber 1993] 

21 In the case of India the not inconsiderable size 
of the home market the early initiative of the 
state in setting up the BHFl the help provided 
by tht Soviet Union and Czechoslovakia 
were crucial environmental factors The 
leadership provided b> BHFl s managers at 
critical penrds (as when the 210 MW sets 
were being stabilised) and later when they 
resisted government s attempt to bring about 
a comprehensive tie up of the company with 
Siemens saw it through 

24 Thus the playing field is indeed not level (as 
between BHEI and transnationals) but not in 
the direction thit ntanv like Pankh (1995) 
think ii to be 

25 The unwillingness of the government to 
institute mechanisms whereby BHEL can 
recover its dues from tht SEBs needs to be 
condemned Retentlv the Cabinet Committee 
on Economic Affairs for purely political 
reasons (to a comnrodne thL politically 
powetfu! northern states! turned down the 
Industry Ministry s proposal for central 
appropriation of stoics funds for recoVeiy 
of the large arrears ot about Rs 1 600 crore 
[ET 27/4/1995) even as the IPP policy 
provides for an escrow account to take Care 
of the interest of foreign firms in power 
generation NTPC s attempts to recover arrears 
have similarly borne little fruit despite the 
government s agree ment to appropriate states* 
funds for recovers 

26 In other words when we trade an IPP fbr the 
National Projcu the IRR on the differential 
foreign exchange flows is of the order of 28 
per cent when all that is required to justify 
the Indian project ts a positive IRR 

27 The Economic Advisory Council s Report! 
[Chakravony 1987] had fonefult> argued for 
a policy shift that would bnng about greater 
capacity utilisation in BHEL as early as m 
1987 

28 The 1994 95 annuil report reveals that the 
capacity utilisation in certain key items ol 
power generating equipment was as follows: 

Thermal sets 14 76 percent 

Hydro sets 24 61 per cent 

Boilers and auxiliaries 41 07 per ceni 

Industrial turbo sets 12146 per cot 

Source CIMM CMIFH99S) 

BHEL produced a mere 1000 M\k by way o 
thermal and hydel equipment when it hadai 
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For a "marginal product* of electricity Hi the 
test of economy of between two and eight 
times the price (Rs 2.0) of electricity, the 
amount of resources that needs to be 
mobilised in the sector and the rest of the 
economy is as in Table 12. This projection 
is based on recovery at Rs 2.0/KWH for the 
production from new units. 14 

Table 13 brings out the deep crisis that 
has come about in the power sector as a result 
of the steep reduction in budgetary support. 
Observe that, despite the pressure on the 
government to cut expenditures, it has not 
been able to make a significant dent in the 
growth of non-development expenditures. 
The expenditure on power has grown much 
more slowly, but what is even more revealing 
is that the net budgetary contributions, once 
allowance is made for the receipts from the 
power sector, has declined sharply in current 
price terms since the shiit in policy. Over 
the years 1989-90 to 1991-92, the contri¬ 
butions had been increasing at a rate of 10 
per cent in nominal terms. This was also a 
period during which the inflation on power 
equipment was in the range of 8 to 9 per 
cent p.a. In real terms therefore, the 
contribution would have been just 
maintained, so that the budgetary 
contribution in relation to the growth of 
capacity during this period of around 7 per 
cent was declining. In the late 1980s the 
capacity growth was around 10 per cent. The 
decline in nominal contribution since 1992- 
SIS was at a rate of 10 per cent per annum, 
bo that with an inflation rate which was of 
the order of 9 per cent, the real contribution 
has been falling by about 19 per cent. Not 
surprisingly capacity addition has fallen since 
the resources from other sources and from 
the private sector was not buoyant enough 
to fill in the gap. During 1991-92 the total 
capacity addition including in non-utilities 
Was at a rate of 5.2 per cent, in 1992-93 at 
5.4 per cent and in 1993-94 at 5.0 per cent. 
Since then it has plummeted. Capacity 
utilisation during the same period in terms 
ofPLFsdid not show any great improvement 
either. This is disastrous for an economy 
which is at a stage of development, where 
the (total) elasticity of electricity 
Consumption with GDP growth is around 
One or more. 15 And with some important 
constraints to growth having been overcome 
(primarily through the removal of the bias 
against exports, positive incentives for the 
private sector to grow, delicensing, and a 
weakening dependence upon agricultural 
performance), this underfunding is more 
than just one step backward in the process 
of reform. 

The private sector has expressed its inte¬ 
rnal in a very large number of projects. 3 * If 
these projects were to really materialise over 
the next five years or so. then we would be 
clearly out of the woods. Since the 
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cancellation of the Dabhol power project, 
the foreign parties are likely to lose interest. 
The high returns they were speculating upon, 
given the Power Policy Statement (vintage 
1991 -92), would be unrealisabie if they come 
up for renegotiations and state officials are 
able to drive a hard bargain. Given the 
change in power policy recently (which 
stipulates competitive bidding), the scope 
for overpricing would fall. The private 
sector* s interest, in co-generation, and in 
captive power generation would be 
unaffected, since the joint economies would 
far outweigh the decline in the expected 
returns to equity investments in power. This 
sector would therefore witness enhanced 
growth, which can only be a sub optimal 
solution for the economy as a whole. 

(To be concluded) 

Notes 

[1 thank Y R K Reddy and R Nagraj for comments 
on early drafts of this paper.] 

1 The project was built on a turnkey basis, to 
avail of bilateral credit by a consortia 
consisting of ABB, ABB India, Marubeni, 
and Kawasaki Heavy Industries of Japan. The 
enure 635 MW was put on the grid on April 4, 
1995. The station consists of 131 X 3 MW 
(GT) and 255 MW (ST); and the project cost 
wasRs 2,206 crone. The 131 X3(GT)'swere 
completed on March 17,1994. Therefore the 
weighted average time of installation is 
September 1994. Hence in early 1997, we 
may work out the per MW cost as (2206/635) 
(1 +0.1 Y 1 which is Rs 4.41 crore/MW, (at an 
assumed 10 per cent rate of inflation). 

2 The Kawas Gas Project, being World Bank 
sponsored, was subject to international 
bidding. It was executed on a turnkey basis 
by Alsthom of France. The contract was 
awarded in March 1990. Some of the details 
are os follows: 

Original project estimate 
(c!993) : Rs 373.98 crore 

Anticipated project cost 
(1991-92) :Rs 1,153.96crore 

Anticipated project cost 
(1993-94) • Rs 1,488.72 crore 

Actual cost as anticipated 
(1994-95) : Rs 1,494.51 crore 

Date of government 

approval : September 1986 

Originally scheduled 
date of completion : April 1990 

Anticipated date of 
completion (1991-92) : March 1993 
Anticipated date of 
completion (1993-94) : March 1993 
Actual date of Commis¬ 
sioning (1993-94) : September 1993 

(Although the units were ready, lock of gas 
supplies delayed the actual synchronisation 
of the units.) The schedule of completion 
was: GT-1 (106 MW), March 1992; GT-1! 
(106 MW), May 1992; GT-II1 (106 MW), 
June 1992; GT-IV (106 MW), August 1992; 
ST-V (110.5 MW). February 1993; ST-Vl 
(110.5 MW), March 1992. The above 
information has been culled from various 


annual reports of the Ministry of Programme 
Implementation. We may therefore compute 
the capacity weighted average time of 
commissioning to be September 1992. So the 
cobI/MW effective on September 1992 is Rs 
2.32 crore. Hence the cost/MW effective in 
March 1997 at an assumed inflation rate of 
10 per cent is Rs 3.56 crore/MW. 

3 K Parikh 1995 and others in contrast assume 
that foreign projects would usher inefficiency. 

4 Recently, the DPP itself has undergone 
revision, which is being touted as a reduction 
in the cost/MW. Much of the reduction is 
based on merging Phases I and II of the 
project, and using the gross ISO capacity 
which includes peaking capacity, than just 
the base capacity alone as earlier in the 
computation of the cost/MW. Change in fuel 
use and separating out certain supportive 
investments have also brought down the 
reported figure. Fall in turbine prices 
internationally has also contributed. But the 
details of the new agreement are not yet 
known clearly. No doubt the state government 
was able to get some real reduction in both 
the tariff and the cost, because the Enron 
Corporation had already committed resources 
For on early commentary sec Wagle (1995) 

5 The National Working Group on Power had 
pointed out that projects built using (tied) 
bilateral credit are often 40 per cent more 
expensive than indigenously built power 
plants! [CMIE July 1995:25]' 

6 Similarly for other substantially foreign IPPs 
For the Spectrum case sec Snnivasan (199S) 

7 One could differ in the treatment of equity 
One of the reasons for the enchantment ot the 
government with foreign direct capital, besides 
availability, is that multilateral lending 
institutions do not include equity in the 
external debt The appropriateness of this 
practice in case of large infrastructural projects 
with little nr no generation of foreign exchange 
is debatable Herein, either way, the 1RR is 
hardly affected 

8 This squares up with the fact that despite few 
restrictions today on FT)!, powei is not an 
important area for transnational investments 
Only with the recent trends in privatisation 
have TNCs been able to carve out a niche in 
owning and operating power plants in the 
third world. Earlier their involvement was 
largely restricted to turnkey construction and 
equipment supply. 

9 Another problem is that the DPP is not really 
designed to be a base unit. Being a gas/naptha 
based station with a high variable cost (Rs 
1.16, [Parikh 1995]), it should have been used 
as a peaking unit. A-type in our framework. 
This is discussed by (Reddy and D*Sa 1995] 
So the DPC places an additional social burden. 
Our task here is to show that even a basing 
unit with low variable cost would still have 
to be more efficient than the ‘marginal’ unit 
of the utility, for the existence of mutually 
beneficial contract. The issue that “other plants 
have to backed down” as Reddy and D'Sa 
(1995) and others have raised, would not be 
a valid one for the case of an 1PP truly 
designed as a base unit. We can state the rule 
as: If the minimum of the daily base demand 
during a normal monsoon year minus the 
existing capacity of the base units of the 
utility is greater than the capacity of the IPP 
(base), then it is sociully optimal and 
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'meatiisigfol forth* atfilttiy tc> fbr' tkie, VP 
provided the other conditions mentioned in 
the text hold. 

10 The PLF of the western and the southern units 
during 1993-94 and 1994-95 averaged 63.4. 
68.3; and 63.8. 69.0 per cent respectively. 
This would suggest that many (if not most) 
of the base units of the SEBs in these regions 
were in fact operating above 70 per cent. This 
point is examined in greater detail a little 
later. 

11 Heat rate and O and M costs would also be 
relevant, but they are hardly different as 
between Indian and foreign plants. Moreover, 
the norms in the IPP policy are below those 
that even coal based plants have been 
achieving. Cf [Reddy and D’Sa 1995; Sant 
ct al 19951. 

12 Thus using Porikh’s (1995) computation for 
a cool fired basing station operating with the 
SEBs at 80 per cent (90 per cent) PLF, the 
cost to the SEB of a unit of electricity is only 
Rs 1.81 (I 68). assuming his high capital cost 
of Rs 4.4 crore/MW for a plant that MSEB 
can build. Even this is below what MSEB was 
planning to pay the DPC 

13 And certainly so given the reform agenda, 
since a primary objective of economic reform 
is to bring about efficiency and commercial 
orientation in all productive entities 

14 The average cost of power, or the cost of 
power from old depreciated units is not the 
reference, unlike what many of the discussions 
m the popular press have assumed. 

15 Recently, the share of BHEL in the capacity 
addition in thermal sets in India has been less 
than 70 per cent, being of the order of 50- 
60 pei cent Its contribution to higher rating 
sets 500 MW. 210/200 MW and 250 MW sets 
at 60 per cent has neen less Thus the average 
age of BHEL supplied sets is likely to be more 
than that of non-BHEL sets, and the average 
sue no larger Thus the consistently higher 
PLFs of BHEL sets, across tune and regions 
may be attributed to the superiority of their 
sets. So in using the data on PLF of BHEL 
sets we would not be able to dissociate the 
effect of utility related and (equipment) 
supplier related factors. For our argument of 
a national alternative (developed in Part 11 of 
this paper) this is immaterial 

16 Lately. NTPC, and the NHPC have been 
pushed into purchases from foreign equipment 
suppliers, os the government on grounds of 
political expediency has been going in for the 
bilateral credit option, which has hurt domestic 
producers of electrical power generating 
equipment, s»nce bilateral credit is inevitably 
tied. Even with such projects, since the 
operations are tarried out by an efficient 
Indian company, there are no outflows on the 
operations cost of power 

17 Surprisingly, this point has been missed by 
most of the commentators on the policy. A 
significant exception has been Reddy and 
D’Sa (1995). We develop the point here. 

18 Ash content at 40 per cent is higher than what 
it can be. Mines not infrequently deliberately 
mix mud and stones with coal. Discussions 
with cx-coal mine officials. 

19 We may state that in coal fired boilers and 
TG sets using steam, BHEL is up to mark 
technologically, and much cheaper. BHELs 
own claims are that they are 20 to 25 per cent 
cheaper than TNCs. In gas based turbines. 


BHEL ic technologically dependent, and 
recently has been able to sell abroad sets up 
to 150 MW capacity . BHEL sets arc dependent 
upon imported components to remove NOx. 
This is not a major constraint in most countries 
except the advanced capitalist. BHEL does 
face severe price competition in gas turbines 
from TNCs with much sourcing from the 
Eastern European countries. Although no 
detailed computations are available, now with 
the import duty on power equipment having 
been reduced, BHEL is not compensated for 
the sales tax and octroi which together can 
be as high as 14 percent. When average duties 
on imports (steel, non ferrous metals, energy) 
are high today, the possibility of negative 
effective protection rates faced by large 
sections of the capital good* industry cannot 
be excluded a priori. Indeed as early as in 
1984 [World Bank 1984] showed that contrary 
to popular belief substantial parts of the non¬ 
electrical machinery sector did not enjoy 
significant protection. Nambtar( 1983) showed 
that effective protection based on prices was 
tar lower than what the more conventional 
computations based on tariffs would indicate, 
much before the liberalisation began 
20 The Vmdhyachal Stage 11 Project (of the 
NTPC) involves the construction of a 
greenfield power station which began in mid- 
1995 and is expected to be completed by the 
year 2001, in two stages, first 500 MW unit 
in 1997 and the second in early 2001 This 
project was won by BHEL. in ICB The 
contract value is Rs 2,753 40 crore. which 
includes interest during construction, and 
BHEL expects to complete the entire project 
well within the cost of Rs 2.753 crore/MW, 
fora weighted average date of commissioning 
in mid-1988, (one year after the ENRON 
project’s phase I). This makes the ENRON 
project at Rs 4.2 crore (Rs 3.74 crore excluding 
jetty costs) about 50 per cent (36 per cent) 
dearer! From inside sources we know that 
BHEL was not fully covering its costs, but 
even if all costs are covered the bid value 
should not have been higher by more than 
12 per cent, according to these very sources 
Bids from competitors were much higher 
Other recent projects won by the company 
in ICB arc 208 MW gas based generator for 
Spectrum Power Co (once the protect was 
subject to ICB) [FE 3/8/951; 2X250 MW 
equipment for Rs 1,000 crore. along with the 
Raytheon Corp of the US for the Jmdal 
Vijayanagar Steels (again an IPP that went 
in for ICB) [ET 1/9/95]; 160 MW CCPP for 
the Gujarat Industrial Power Curprn's 
expansion project [CIMM News 28/1/95]; 
Units 5 and 6 (2X210 MW) of the Kaichur 
Thermal Station - BHEL’s offer was for Rs 
1,350 crore. and the next best bid was by 
Norcsca, a spinoff of the Public Power 
International of the US for Rs 1,992 crore. 
SBl’s commitment to raise a loan from foreign 
institutions was crucial to BHEL’s success. 
lEf 25/10/94]; IPCL’s 64.5 MW CCP at 
Gandhar; Unit 11 of the Suratgarh TPP (250 
MW) for Rs 311 crore |ET 25/8/94]; Steam 
turbine and TG for third 500 MW unit of 
Chandrapur STPi > of MSEB for Rs 372 crore 
[ET 9/6/94). 

21 BHEL, Telco and a few others in India have 
the potential to emerge into global players. 
They had been handicapped by a policy that 


hod for long discriminated against exports. 
Today, as tikis distortion has come down, 
inadequate and poor credit for exports is an 
important constraint. BHEL for instance, 
despite being qualified on technical grounds, 
has always come up against the credit limits 
posed by the combined networth of the Indian 
Exim Bonk itself and the ECGC, in bidding 
for the really large projects internationally. 
Moreover, the relative underdevelopment 
the rest of the economy for these firms 
lengthens their lead times and reduces the 
potential for out sourcing. 

22 Within mainstream theorising on MNCs it is 
by now well accepted that the 'advantage 
concept’ of Hymer (1960) and Kindleberger 
(1969) or its further development in the form 
of the ‘eclectic* theory (Dunning 1988], are 
incomplete in that they do explain the large 
bunching of FD1 and its obvious dependence 
on macroeconomic variables such as exchange 
rates, currency premium [Cf Aliber 1993}, 

23 In the case of India the not inconsiderable site 
of the home market, the early initiative of the 
state in setting up the BHEL, the help provided 
by the Soviet Union, and Czechoslovakia, 
were crucial environmental factors. The 
leadership provided by BHEL’s managers at 
critical periods (as when the 210 MW sets 
were being stabilised) and later when they 
resisted government’s attempt to bring about 
a comprehensive tie up of the company with 
Siemens, saw it through. 

24 Thus, the playing field is indeed not level (as 
between BHEL and transnationals) but not in 
the direction that many like Pankh (1995) 
think it to be 

25 The unwillingness of the government to 

institute mechanisms whereby BHEL con 
recover its dues from the SEBs needs to be 
condemned Recently the Cabinet Committee 
on Economic Affairs for purely political 
reasons (to accommodate the politically 
powerful northern states) turned down the " 
Industry Ministry’s proposal for central' 
appropriation of states' funds for recovery: 
of the large arrears of about Ks 1,600 exore 1 
(ET 27/4/1995). even as the IPP policy j 
provides for an escrow account to take care j 
of the interest of foreign firms in power ! 
generation. NTPC’s attempts to recover arrears! 
have similarly borne littie fruit despite foe 
government’s agreement to appropriate states' \ 
funds for recovery. \ 

26 In other words when we trade an IPP forfoei 
National Project, the IRR on the differential! 
foreign exchange flows is of the order of 28] 
per cent; when all that is required to juitify! 
the Indian project is a positive IRR. ] 

27 The Economic Advisory Council's Report; 
[Chakravarty 1987] had forcefully argued for 
a policy shift that would bring about greater; 
capacity utilisation in BHEL, as early os id 
1987. 


28 The 1994-95 annual report reveals that the 
capacity utilisation in certain key items ol 
power generating equipment was os follows; 


Thermal sets 
Hydro sets 

Boilers and auxiliaries 
industrial turbo sets 


14 76 percent 
24 61 percent 
41.07 pcrceiu 
323.46 per dew 


Soune CIMM, CMIE (1995). 


BHEL produced a mere 1000 MW by way of 
thermal and hydel equipment, when it had ail 
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installed capacity of4500 MW!1 That 8HSL 
has not turned sick is due to its extensive 
diversification, including lately into defence 
equipment contracts. 

29 Not only this. We cannot ignore the role of 
corruption and kickbacks in the preference 
for foreign projects. Nearly all high level 
gov^-nment officials in informal discussions 
agree that kickbacks in foreign contracts have 
become the norm. Only the percentage 
involved varies. The recent hawala revela¬ 
tions, which bring out only the proverbial tip 
of the iceberg, saw both the NHPC (Dulhasti) 
and the NTPC (many bilaterally funded 
projects) being involved. From other sources 
we know that for a small favour of a year or 
so's extension, a former chairman of the NTPC 
had to arrange for a contribution of a crore 
of rupees to the Congress kitty. Thus even 
task oriented enterprises within the PS 
necessarily have to accommodate corruption. 
(The state of affairs in enterprises that have 
veered too far from their primary task can 
well be imagined). BHEL itself has repeatedly 
stated that the single most important 
handicap it faces in India is its inability to 
arrange for kickbacks. Indeed the two main 
political constraints of the PS stems from 
labour and graft. On the latter see Chaudhuri 
(1994). 

50 This is by now well known, and even the 
latest Economic Survey, laments the inability 
of the government to cut revenue expenditures. 
The basis for this inability lies in the hold 


1 of the middle (pairicuMy salariedcmfrfoyees) 
over the polity. For a discussion of this and 
related aspects see Morris (1994). 

31 As an example of the ideological position 
outside the government see Parikh 
(1995:2543, col l): ‘The need for foreign 
investment for the power sector arises because 
our SEBs do not have the financial resources 
for investment". 

32 Which thanks to the currency depreciation 
and other policy initiatives on the trade front 
is on. 

33 We start with 5000 MW, rather than 6500 . 
MW as per the CEA projections of 
requirement, because a substantial use of 
existing capacity through increased PLF. and 
refurbishment of equipment is possible. 

34 A more realistic position that starts with a 
pricing that earns on already installed capacity 
at a return of 3 per cent on book value of 
assets, as many withingovemmentand outside 
have been arguing for. would show how 
hollow the resources constraint argument is 
Such pricing could hove resulted in an 
additional resource mobilisation within the 
SEB system of around Rs 9.000 crore 
(Economic Survey 1996]. Somewhat 
differently, during 1995-96. the average 
realisation per KWH was Rs 1.274 The 
realisation for break-even (covering all costs, 
but at zero return on capital employed) for 
the SEB system as whole (assuming the same 
operational parameters, no improvement etc) 
is Rs 1.61. If theft (at an assumed 5 per cent 


of generation) can be overcome and a 
realisation of Rs 2/KWH can be achieved, 
the system can raise additional resources to 
the tune of Rs 14,300 crore. This at Rs 3.5 
crore/MW, could have financed an addition 
to capacity of about 4000 MW. just 2500 
MW short of plan projections and about 1500 
MW short of what needs to be added, if major 
improvements can be brought about in the 
eastern region. In contrast, the actual additions 
to capacity have been (in MW): 4539 (1993- 
94); 4598 (1994-95); 510.3 (1995-96. April- 
December). 

35 Some scholars have emphasised the scope for 
demand side management [Cf Reddy 1991; 
Banerjee and Parikh 1995] While there is 
some scope for such options, they are not 
without their weaknesses. More importantly, 
even if the scope of saving energy at the user 
end is admitted they can hardly lower the 
growth rate in demand for electricity without 
affecting welfare, and imposing additional 
capital cost for industry. At a per capita 
consumption of electricity which is one of the 
lowest, wc are in for a capacity addition at 
a rate of between 8 and 10 per cent for at 
least the next couple of decades if not more, 
as the experience of almost every single 
country of some size that has made its industrial 
transformation tells us 

36 The private sector has expressed an interest 
in as many as 190 projects (75,000 MW) at 
a total cost of Rs 2.76.000 crore approx 
fCMIE 19951. 
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i Syncretism in India 


J J Roy Borman 

Hindu-Muslim syncretism in India has deep cultural roots which has survived political and social upheavals. There are\ 
numerous syncretic shrines across the country which even today continue to attract people of both faiths. 1 


THE rise of fundamentalism in recent years 
in India has obliterated the deep rooted 
syncretism in Indian culture. In India, few 
have studied the syncretic phenomenon of 
local religion, though many have studied it 
in terms of formation of composite culture. 
According to Rasheeduddin Khan, Indian 
civilisation has been profoundly affected by 
two fundamental traditions: the Indo-aryan 
cultural stream which provided vedic 
philosophy, and the Indo-Muslim strand of 
culture based on the intertwining of ‘bhakti 
marg* and Islamic Sufism. “It is not surprising, 
therefore, to realise that the composite culture 
in India originated in an environment of 
reconciliation, rather than refutation, co¬ 
operation rather than confrontation, co¬ 
existence rather than mutual annihilation of 
the politically dominant Islamic strands’* 
(1987:36). Khan, thus, strongly refutes the 
history advanced by the orthodox scholars 
who view the medieval period in India as 
being marked by religious intolerance and 
communal wars between the Hindus and 
Muslims. 

Khan considers the notion of Hindu religion 
a misnomer According to him, the term 
includes people of different religious ways 
which “gives Hinduism a flexibility and 
resilience and a tradition base wide enough 
to cover the syndrome of Indian culture. That 
is why sometimes the revivalism of Hinduism 
takes the form of revivalism of Indian culture, 
symbols, values, idioms and traditional 
pattern of living, ltdoes not take the particular 
form of the revival of a faith because there 
is no such ordained, integral and defined 
faith to be revived Hinduism's religious 
content has been generally referred to as 
>rahminism. while the term Hindu which 
w as used by the ancient Persians, Greeks and 
later by the Arabs and the central Asian 
people, referred essentially to the ethnic 
geographic identity of inhabitants in and 
around Indus valley** [Khan 1987:42]. Khan 
further states that the term Hindu does not 
occur at all in our ancient literature, the 
first reference of it being in a tantrik book 
of 8th century AD. Aziz Ahmad (1994) 
thinks that the inherent anthropomor¬ 
phism of Hindu religion at the popular level 
helped in syncretisation of some of the 
famous Muslim saints. According to 
Gaborieau, the cult of saints has been one 
of the religious steps which has promoted 
Hindu-Muslim syncretism in India. The 
proliferation of Sufism in fact became one 


of the important mechanisms of ensuring 
communal harmony between the Hindus and 
the Muslims. 

What is sociologically relevant is that many 
of the local saints were supported only by 
certain sections of the population, determined 
either by locality, social or professional group. 
There is thus a sort of a patron-saint 
relationship. For example, Khwaja Khijr 
protects all castes associated with water: 
washermen, water carriers and boatmen. 
Similarly, blacksmiths invoke the name of 
Hazrat Daud. who is none other than biblical 
king David. Oilmen Cteli’) and dyers 
Cranrez’) follow saints whose family names 
refer to the professions, namely, Hasan Teli 
and Pir Ali Ranrez. Many of the saints are 
also linked with curing certain specific 
diseases. Instances of saints curing sterility 
are galore. Sakhi Sarwar is believed to cure 
eye problems; Makhdun Saheb exorcises the 
possessed; Sheikh Sadhu cures melancholia; 
Guga pir and Saheb Madar cure people of 
snake bites [Saiyad 1989]. Such saints are 
frequented both by Hindus and Muslims and 
also by people of other faiths. 

Many scholars feel that the bhakti 
movement in India has been to a large extent 
responsible for prompting eclectic faiths and 
lessening the religious orthodoxy. 
Lokhandwalla states, “The Sufi and bhakti 
movements blurred the differences between 
the two religions so much that it was very 
common till very recently to have a sadguru 
or a pir having a common following of 
Hindus and Muslims. And no pir or sadguru 
ever forced a Hindu or Muslim to give up 
his religion for any other. The medieval age 
was the period when sufi and bhakti thought 
and practice blended and coalesced at many 
points” [Lokhandwalla 1987:121]. 

Rasheeduddin Khan also states that most 
of the bhakti saints tried to harmonise the 
orthogenetic and heterogenetic elements of 
the great and little traditions of Hinduism and 
Islam. These saints preached the philosophy 
of life which was close to the social ethics 
and philosophical problems of the poor and 
artisans that are common to both the Hindus 
and the Muslims. 

According to Abid Husain, the bhakti 
movement led by Ramanuja had a great 
impact on both the Muslims and the Hindus. 
Ramanuja's attempt at transforming the 
Hindu gods into human forms like 
Ramachandraof Ramayanagreatly facilitated 
this. Also. Kabir, who attempted to simplify 


the notion of god as a mystic object, regardc 
the spiritual foundations of Hinduism av 
Islam as one and found equal inspiration 
both. 

Right from ancient days syncretism 
linked to the shrines which are dedicated 1 
the objects of nature. This is perhaps duel 
the fact that humankind has to depend 4 
nature for its sustenance. Pir Jhanon or 'sail 
of the woods* in Sind was perhaps one A 
the earliest saints to have preached aba 
syncretic values. The wandering saint! 
beggars like Guga Pir or Zahir Pir ('king i 
the serpants ’) are also counted among anciei 
syncretic saints of India (Ahmad 1994}. 

The syncretic trend continued to thri< 
even during the Moghul rule. Both Babar arf 
Humayun had broad visions and inclinatkf 
to support Islam and Hinduism. Howevci 
owing to their shon rule, not many positH 
steps could be initiated. It was Akbar wf! 
took decisive steps in this direction. Akb| 
removed the Jizya - pilgrim tax for 
Hindus - immediately on assuming powt 
He also passed a law treating both Hind 
and Muslims in the same way. Hindu ept 
like Mahabharat, Ramayan, and ved 
literature were translated into Persian at fc 
insistence for the convenience of Musli 
readers. Later, Dara Shikoh translated Him 
theological texts like Upanishads, Bhagw 
Gita and Yoga Vashishtha into Persian. I 
wrote a book. Majmaul-Bahrain f'T 
Meeting Place of Two Oceans*}, 
comparative study of Hindu and Musli 
mystic philosophy. He even wore a ring ; 
his finger with the inscription of 'prabl 
in Sanskrit on it [Mohiuddin 1987:94], 
Recent research also helps to dispel win 
notions harboured by the common mass 
about Islam in India, particularly w 
reference to Aurangzeb. “Modem reseai 
has revealed a surprising fact that e% 
Aurangzeb granted jagirs to a large muni 
of temples. Again, the wars between Musi 
and Hindu rulers have been represented; 
religious wars, conveniently ignoring t 
the armies of Muslim rulers contained ala 
number of Hindu soldiers and vice ver 
[Mohiuddin 1987:101]. 

In East India 

' East India has witnessed a less rigid Mils 
rule and consequently, the impact of !sl 
too has been of an unorthodox varicty.Best 
Manipur, Islam is perhaps least orthodo: 
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Attain . No wonder that there is a great deal 
of communal harmony between the 
Assamese-speaking Muslims and Hindus. 
Not only is there a great deal of social 
interaction between the two communities but 
there is some amount of ritual borrowing as 
well. This gets manifested in ‘Jikir’, Muslim 
devotional songs, which are sung in exactly 
die same tone and tune in which the Hindu 
devotional songs ‘Nam’ are sung. Moreover 
a few "Jikir’ contain praise of Hindu god 
‘Hari\ 

A peculiar culturo-religious ritual of mock 
selling and buying of new bom infants 
between the Hindus and Muslims is prevalent 
in Assam fSiddiqui 1992]. This ritual is 
believed to enhance the chances of survival 
of the babies. In this system if the purchaser 
is a Muslim, the seller is a Hindu and vice 
versa. Though these children grow up in their 
own communities the mock-buyers are treated 
as foster parents. Some kinship terms are 
also applied to the purchaser who have 
appropriate roles on all important occasions 
in the life ot the children thus purchased. 
Siddiqui also states that in Kamrup some 
of the Hindu and Muslim families enter into 
ceremonial friendships which compel them 
to help each other during periods of crisis. 
These families are treated as kin for all 
practical purposes. 

The sacred complex of Hajo, about 32 km 
north-west of Guwahati, is a confluence of 
three religions: Hinduism, Islam and 
Buddhism. The Hindu have a temple of 
Hoygrib which is believed to have been 
constructedabovea Buddhist stupa. Hoygrib, 
literally meaning horse’s neck, is considered 
according to the Hindu texts an incarnation 
of Vishnu. The Muslim mosque on the other 
hand is considered to be ‘Puamecca’, i e, one- 
fourth of Mecca. It is believed thatGiasuddin, 
a religious man, founded the mosque on 
Garurachal hill and had the sanctity of 
Mecca attributed to it. All the three 
communities, the Hindus, the Muslims and 
the Buddhists, have respect for each other’s 
shrine. At the time of ‘Bahag Bihu’ (spring 
festival) Muslims and Buddhists join the 
ceremonies held at the llusgrib temple. In 
the month of Magh when thousands of 
Muslim devotees throng to celebrate the 
annual ‘urs’ at Puamecca, Hindus also pay 
obeisance at the shnne and take candle and 
incense sticks with them. 

In Bengal the syncretic tradition is mainly 
evident in rural areas but there are a few 
dargahs in the cities and towns which are 
frequented even by the Hindus. The dargah 
of Moula Ali, for instance, in Calcutta is 
believed to be frequented more by the Hindus 
than the Muslims. The most famous syncretic 
ritual of West Bengal is perhaps the ‘Saty 
Pircr Mela’ (fair of the true pir), held in 
Hooghly district. The popular worship of 


‘Smyanarayaif by the Hindusitselfts 
supposed to have been borrowed from the 
Muslims. In Bengal the patron saint of 
butchers was honoured by the Muslim name 
of Gazi Mian and the Hindu name of Satya 
Pir, identified by some Hindu poets as Yogi, 
by others with Satyanarayan or Vishnu. 
Homage to him was encouraged probably 
with mixed motives of superstition and policy 
by Sultan Husain of Gaur [Ahmad 1994; Roy 
1983]. 

In rural Bengal there are many shrines 
which are worshipped by the Hindus by one 
name and by another name by the Muslims. 
The devotional songs of Lalan Faqir which 
eclectically praise elements of Hinduism and 
Islam are equally popular among Hindu and 
Bengali Muslims. Lalan Faqir is believed to 
have been a Hindu by birth but was reared 
by a Muslim family when he was abandoned 
in childhood. Lalan is also popular in 
Bangladesh. 

For Muslim and Hindu peasants of 
Sundarban the cult of Bonbibi is much more 
important than other major gods and 
goddesses. Saba Naqvi Bhowmick states, 
“In response to their environment the locals 
have evolved a religion which is ^curious 
mix of animism, pir-ism and Shakti cult... 
The three most popular cults of the region 
are those of a Shakti-like figure named 
Bonbibi, a legendary pir called Mobrah Gazi 
and a tiger-god named Dakshin Ray. The 
legends of the three deities are inextricably 
woven together. There are many variations 
of the legends attached to these folk deities. 
The most popular version among the local 
villagers (both Hindus and Muslims) and 
holy men called faqirs, describes the conflit 
between Bonbibi, the protector of humans, 
and Dakshin Ray, the tiger god, in colourful 
detail.” The temples of Bonbibi near the 
forests arc usually simple mud structures, but 
the ones inside the villages arequite elaborate 
and the deity of Bonbibi stands alongside a 
number of consorts, many of whom have 
Muslim identities. 

Ashim Roy (1983) has challenged the 
orthodox view that the pir tradition is a 
deviation from Islam. He avers that the 
syncretic tradition was useful to the Islamic 
cause in Bengal as also to the laterpurificatory 
revivalist movements. The emergence of neo¬ 
converts (among the Muslims) with roots in 
the Bengali culture, who identified themselves 
both with Islamic great tradition as well as 
with the local masses and their needs, lacked 
the ashrafi orthodox outlook. He also states 
that in order to make Islam acceptable to the 
masses, apart from Bengali language, it had 
to incorporate the medium of cultural 
communication through adoption of idioms 
and symbols rooted in Bengali culture. This 
necessitated Islamic religious, semi-religious 
and secular historical traditions along with 


mysttati writings. Many plrs thus placed the 
Islamic traditions ina Hinduised framework. 
One of the pirs with considerable backing 
even went to the extent of equating the 
Islamic concept of ’nabi’ .with the Hindu 
concept of ‘avtar’, and introduced the Prophet 
of Arab as ‘avtar of Kaliyug'. 

S Narayan (1980) writes that Rajgir in 
Bihar which is sacred for the Hindus, actually 
offers a syncretic religious complex which 
has Muslim, Buddhist, Sikh and tribal shrines 
as well. The Shivangrishi Kund in Rajgir is 
also known as ‘Makhdoon Kund’ among the 
Muslims. The main idgah lies in close 
proximity to the Laxmi Narayan temple, an 
important shrine of the Hindus. These shrines 
offeraground for interaction among followers 
of different faiths and represent the 
complexity of the Indian civilisation at the 
micro level. 

In West Inoia 

In western India the syncretic tradition is 
not only wide-spread but also deeply 
entrenched. The dargah of Khwaja 
Muinuddin Hasan Chisti of Ajmer in 
Rajasthan is perhaps the most famous shnne 
of western India. Chisti’s main effort was to 
promote harmony between Hindus and 
Muslims, to combat caste inequalities and 
fight other social evils. His preaching also 
made a profound impact on the course of 
bhakti movement in the later years. Akbar 
was a staunch supporter of Chisti’s 
preachings. 

Lokhandwalla (1987) states that the pnests 
at the dargah ot Muinuddin Chisti used to 
ask the Muslims to wear green sacred thread 
so that the Hindus may not feel out of place. 
S L H Moini (1989) writes that the shrine 
of Muinuddin Chisti appointed Hindus in 
senior positions of management like. 
‘Mutawwalli’ (custodian) and Amin’ 
(revenue officer). Participation of the Hindus 
in ceremonies at the shrine in an official 
capacity, the grant of stipends and daily 
allowance to ‘zunnerdars’ (Hindu priests), 
’bairagis’ (Hindu faqirs) and fixation of their 
shares in daily ‘langar’ (free food) reflected 
the increasing presence of non-Muslims in 
the internal management of the dargah. The 
presence of the Hindus in no way breeded 
tension or friction. 

Aziz Ahmad (1994) writes that the Husaini 
brahmins represent the most outstanding 
example of high caste syncretic borrowing 
from Islam and transforming them at will. 
They considered Muinuddin Chisti as a titular 
divinity. They honoured Mohammad as one 
of the Hindu avtars, fasted like Muslims 
during the Ramjan and also buried their 
dead. They wore brahminical caste-marks on 
forehead but accepted alms from the Muslims 
alone. 
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SumitaPaul (1995) reports that inAjaysen 
and Khakri villages dose to Ajmer, Hindu- 
Muslim divide makes no sense. The Muslims 
celebrate all the Hindu festivals and the 
Hindus eat only ‘halal’ meat and bury their 
dead. In most Muslim homes, Diwali is 
celebrated with a full-fledged Laxmt puja 
just as Id or Shabe-Barat. People of both the 
faith equally visit temples and mosques. The 
Muslim women also often insist on ‘phera’ 
- seven rounds around the fire - like the 
Hindus, during the marriage. 

The Meo, a so-called ex-criminal tribe, 
reveals traits of both Islam and Hinduism. 
Reverence towards saints, scriptures and 
customs of both religions are clearly visible 
among them [Shama 1983]. S L Sharma 
(1980) writes that the Meos in spite of 
conversion to Islam, fought the Muslim rulers 
bitterly all through the history. But at the 
time of partition when they came under the 
spell of Tabligh - an agency which worked 
for perfect Islamisation of the Meos - a 
communal conflict occurred with the Jats. 
and the Meos fled to Pakistan. But this has 
not altered the basic elements of their tribe 
and they retain their elaborate kinship system 
based on the clans. Most of the Meos in 
Rajasthan even now celebrate Hindu festivals 
like Holi, Dasscra and Diwali. 

In Gujarat there were many communities 
where both Hindu and Muslim ceremonies 
were resorted to for solemnising a marriage. 
In Kathiawar and Kutch, the services of 
saras wat brahmins and quazis were sought 
for the proper completion of marriage 
rituals. Ahmad (1994) writes that the Khojas 
reveal a direct syncretic borrowing from 
Hinduism. Such beliefs were encouraged by 
their leader Rashid-al-din of the 12th century. 
The Khojas are believed to have been 
originally Lohana raj puts. Their leader Sadr- 
al-din regarded Adam and Ali as the avtars 
of Vishnu, and explained Mohammad as 
another name of Mahesha. The Lohanas, 
who originally believed in Shakti cult, also 
retained some of rheirolder religious practices 
before conversion to Islam. 

Lokhandwalla (1987) writes that Khojas 
yet continue tc observe Ekadasi, Diwali, 
Holi, etc.They were not sure to which religion 
they belonged and it was the English court 
which declared them to be Shias of Islamic 
branch. Lokhandwalla further states, 'The 
Khojas drew many parallel between 
Hinduism and Islam. The word ‘Om’ written 
in Sanskrit was equated with 'Ali 1 written 
in Arabic... The Hindu pantheon of nine 
avtars was accepted readily and the tenth, the 
Kalki avtar... was claimed to have appeared 
in Arabia. The word Kalki was transferred 
to ‘Nakalanki' meaning spotless, pure to 
correspond to the belief of Imams and the 
Prophet being sinless and pure (masum)... 
The Koran was referred as Atharva Veda and 


the live Fandavas were equaled with five 
pure bodies (Panjatan). Mohammad was at 
times placed parallel to Mahadev, and Ali 
seen as Vishnu. All the early missionaries 
lived and dressed as Indians and took up 
Indian names” (p 110). 

The Bohra Muslims too have a number of 
customs like the Hindus such as the Hindu 
law of inheritance, the practice of charging 
interest on loans and the celebrationofDiwali 
as the new year day in their business lives. 
Many of the Hindu superstitions have 
pervaded their households like the ‘magni’ 
ceremony (engagement), special perfumes 
for bride and bridegroom, and the singing 
of gay or obscene wedding songs. Many of 
the taboos for the pregnant women were 
borrowed from the Hindus, such as fasting 
during lunar eclipse, and taboo of wearing 
new clothes or the use of 'henna* to avert 
the evil eye. 

In Maharashtra, in spiteof the fight between 
Hindu and Muslim rulers for many centuries, 
relation between the masses of the two faiths 
was quite cordial. Not surprisingly, syncretic 
shrines are found in cities like Mumbai, 
Pune, Aurangabad, Savantvadi and 
Ahmednagar. They are also found in smaller 
semi-rural areas like Ghodegaon, Junnar and 
Kalyan. Interestingly, even Shivaji's 
grandfather held Muslim saints in veneration 
and had named his sons Shahji and Sharifji 
after the name of his Muslim teacher Shah 
Sharief (Ahmad 1994]. 

Haji Malang is perhaps the second most 
popular syncretic shrine after Shtrdi in 
Maharashtra. Haji Malang is located about 
12 km south of Kalyan in the suburbs of 
Mumbai. The shrine is situated at a slightly 
higher elevation at the base of a mountain 
pass which must have been frequented by 
several wamng Hindu and Muslim soldiers 
and long distance traders. The sacred complex 
of Haji Malang comprises of four dargahs 
and temples of Santoshima, Maruli, Durga. 
Waghjai, Ganesha, etc. The shnne is managed 
by a trust with the Hindu brahmin family of 
Kctkars as the chief hereditary tmstec. There 
are Hindu and Muslim priests to oversee the 
daily rituals. Traditionally, Hindu and Muslim 
festivals are celebrated together by both the 
communities and donations for the same are 
raised jointly as well. However, it is said that 
after the demolition of the Babri masjid there 
has been a significant drop in the number 
of Hindu devotees visiting the shrine. Mutual 
suspicion is also believed to have grown due 
to the political interference of the Shiv Sena 
which has rechristened the place of 
Sreemalang. They have also renamed the 
saint a$ Machindranath. A few more deities 
also have been installed recently within the 
sacred complex [Roy Burman 1995]. 

TheTadvi Bhil tribesmenofSatpurasreveal 
an clement of Hindu-Mushm syncretism 


wherever they reside; Tie MusHm converts 
among them invariably keep Hindu names 
and do not discard the practice of clan-based 
kinship and the tradition of clan exogamy. 
The Muslim Tadvis take pride in tracing their 
Rajput antecedence. They also participate in 
the traditional Tadvi festivals. 

In South India 

Susan Bayly (1992) provides Madurai, 
which has a long association with Sikandar 
tradition, as an illustration of Hindu-Mustim 
syncretism. "By early 18th century, Sikander, 
the warrior hero had come to be widely 
identified with the martial clan deity Skanda 
(Murukkan Subramanya). His shrines most 
of which are situated on elevated cross or 
rocky outcrops, featured lerracota images 
in the shape of mourned warriors; these 
closely resemble Tamil cult images of the 
horseman deity Ayyappa” (1992:108-09). 
Bayly writes that throughout south India 
new dargahs are being founded and endowed 
by pious Tamil and Dakshini worshippers, 
many of whom are Hindus. In Madurai, for 
instance, the dargah of an Arabic pir, Hazrat 
Tahurullah Shah Qadri, was recently built 
by the brahmin proprietor of a local bus 
company. 

The dargah tradition m south India reveal* 
a close relationship with the Hindu traditions. 
The dargah of pir Hazarat Hamid Shah Awliya 
is one such famous syncretic shrine. 
According to Bayly (1992) Awliya Saheb is 
believed to have freed one of the wheels of 
the chariot of the Hindu deities during the 
annual processions through his miracles.This 
is a striking example of the way in which 
many such sources have come to portray 
Muslim cult saints as sponsors or protectors 
of Hindu holy places. According to the texts, 
Kanchipuram dargah even allows the local 
temple authorities to show (heir gratitude for 
the saint’s patronage by allocating him a 
share of the temple's sanctified 'prasadam* 
(offerings). 

Bayly notes three trends of pir cult tradition 
m south lndia:( l )Link with saivite devotional 
tradition; (2)Theistic vaishnavism, (3) Link 
between the pirs and the Tamil ‘ammas* or 
mother goddess tradition. "The Natharwalfi 
dargah in Trichi is regarded as an 
exceptionally potential repository of barakat. 
Natharwali has been a figure of great power 
in Tamil country, and at some point in the 
pre-colonial period the cult had become one 
of the many regional devotional traditions 
which transcended formal boundaries 
between Tamils and Dakshinis, coastal and 
hinterland people, traders and cultivators, 
and practitioners of 'standard* and 'folk' 
Islam” (1992:116). She further notes that the 
Muslim saint has always been a figure who^ 
may leap the boundaries between 'Hindu* j 
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and ‘Non-Hindu*! ‘Islamic* and *Non- 
Islamic*. Pir is a figure of the forest; he 
inhabits the same domain as the ‘demonic’ 
spirits and marauders who lie beyond the 
margins of the settled social order, in formal 
Hinduism this world of dangerous 
uncontained forces is the resort of the divine 
at its most awesome and terrifying. More 
specifically, this is a saivite world, a place 
of Sakti divinities and of Lord Shiva and the 
terrible Lord Bhairava, hideous ascetic” 
(1992:120). 

The tradition of saivite myths are found 
extensively in the ‘Tazrika’ literature in south 
India. They usually relate to the miracles 
performed by wandering saints during travels 
through wilderness. In the Natharwali story, 
the pir and his party are saved from starvation 
in forest when a herd of deer offers them 
milk to drink. “At the most generous level 
the flow of milk is an image of divine 
munificence: it is to be seen as the waking 
up of God’s love and mercy and a proof of 
the saint’s capacity to provide succour, 
fulfilment and spiritual nourishment to those 
who follow him”. 

Bayly mentions the sufi saint Kat Bava 
(forest father) who became extremely popu¬ 
lar in 18th century Tamil Nadu. It is said 
that he saved lives of seven maidens from 
the hands of dacoits in a forest. These 
female figures are identified with saivite 


'saptamatrikas', i e. the seven-figured cor¬ 
porate representation of the goddess 
which appears in the temple iconography 
and ‘sthalpurana’ texts throughout Tamil 
Nadu. Some versions of the Kat Bava legend 
even state that the maidens were brahmin 
by birth. 

The syncretism is also manifested at 
Sabrimala in Kerala. It is customary for the 
devotees who visit the temple of Ayyappa 
to first pay their obeisance to the shrine of 
a Muslim saint named ‘Vavara’ or 
Vavarswamy, located at Erumeli. From 
Erumeli the devotees go dancing in a manner 
called 'pettathullal* and proceed to a pond 
for dip. After the dip they climb up to the 
temple of Ayyappa throwing pebbles into 
the gorge located along the road. It is believed 
that Vavara is actually an incarnation of 
Ayyappa and had helped him during his 
fight with ‘asuras’ (demons). Miller (1976) 
thinks that Ayyappa, a common deity in the 
south, made an alliance with Vavara, an 
Arabian pirate leader. Ayyappa did not want 
him to become a Hindu and constructed a 
mosque for him at Erumeli. 

Miller also draws attention to the Mappilas 
who worship Hindu saints in spite of being 
Muslims. Their mosques resemble the Jain 
temples. Their women, like the Hindus, tie 
'tali ’ around their necks after marriage. Most 
importantly, they follow the iqatrilineal 


system, 'marumakk*ihayam\ like the 
Nayars. S F Dale and M G Menon (1978) 
mention that during 'Nerccas*, the biggest 
festival of the Mappilas, rituals combining 
Islamic and local folk traditions are 
performed. Thus, while the focal point of 
each Nerccas is the reverence shown to a 
pir. Shaikh Shard, the festival as such is 
conducted within a ritual framework based 
on the traditional form of worship of local 
folk deities. Nerccas appears to be an 
adaptation of non-Muslim festivals like 
‘Yelas’ ‘Purans 1 , which are linked to post¬ 
harvesting gaiety. 

In North India 

The Hindu-Muslimintermingling has been 
deep in North India. Despite the communal 
strife between the two communities over 
long periods, ties of friendship and tolerance 
are not unknown in this region. The shrine 
of Nizamuddin Auliya in Delhi is perhaps 
the most famous syncretic shrine after the 
shrine of Muinuddin Chisti in Ajmer. 

Sheikh Nizamuddin was a pious man whose 
tolerant outlook offended the orthodox 
mullahs. Pinto (1989) mentions a Hindu 
woman who ‘‘has been visiting the dargah 
for over last thirty years to ensure that her 
only surviving child continues to live” 
(1989:114). Also, “one poor Hindu who had 
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just come to DeM Ion httfl ve-year old 
daughter in a road accldmtt...lfeap|»^^ 
the Pirzada to help him to get the body 
released from the Police morgue... and he 
was assisted even for cremating the body 1 * 
(1989:116). 

The dargah of Kh waja Naseeruddin Chisti 
or Chirag Delhi is a well known syncretic 
shrine in Delhi. Khwaja Naseeruddin was 
a disciple ofNizamuddinAulia and preached 
religious tolerance according to the sufi 
traditions. It is said that when Nizamuddin 
Aulia was trying to construct a mosque, 
Mohammad-bin>Tughlaq, the king, was also 
constructing his fort in Delhi. Because of 
this there was acute shortage of labour. The 
king asked Nizamuddin to postpone 
construction of the mosque. But when the 
latter did not abide, the king got annoyed 
and ordered all the Telis (oil suppliers) to 
stop providing oil to Nizamuddin so that he 
would not be able to kindle lamps. When 
Naseeruddin Chisti came to know of this he 
went to Nizamuddin and converted all the 
water in a small reservoir into oil. Since he 
restored light to the shrine he became 
popularly known as Chirag Delhi. Even now 
Hindus and Muslims visit his shrine to ask 
for boons. Hindu grooms of the locality 
proceed to marry only after praying at the 
shrine. 

Close to Chirag Delhi there is another 
dargah by name of Jalauddin Chisti, a disciple 
of Chiragh Delhi. He is also known as ‘Jangal 
Baba* since he used to meditate inside a 
forest, the trees of which were not cut or 
felled by anyone. People from far-flung 
places frequent the shrine to ask for boons 
at times of calamity. Even today, after the 
demolition of the Babri masjid, 90 per cent 
of the devotees of the shrine are Hindus. The 
forest around the shrine has been declared 
as reserved forest by the Delhi Development 
Authority. 

Right in the heart of Delhi, near the Old 
Fort, there is a dargah of ‘Matka Pir’ which 
is frequented by devotees irrespective of 
caste or creed. An annual ‘urs’ (fair) is held 
for three days at the dargah. During the ‘urs’ 
a chadar is taken out in a procession to the 
Divya Bhairon temple and is brought back 
after taking a circle around the temple (a 
sort of respect to the deity). Similarly, 
during the annual puja of the Divya Bhairon 
temple, representatives of the dargah take 
offerings to the temple. The dargah is looked 
after by Hindu and Muslim assistants or 
‘sevaks*. At present a Hindu woman hailing 
from a wealthy industrialist family, works 
as a sevak. 

’Phool Walo Ki Sair' is an old tradition 
originating in the times of Bhadurshah Zaffar 
when long processions (comprising both 
Hindus and Muslims) used to go from Ajmeri 
gate to Mehrauli with a great fun fare. The 


emperor alio used to visit the fidr end 
4IMhm flowers among the people \JkttM 
1995]. ‘Phool Walo Ki Sair* even now holds 
political significance, the prime minister being 
an occasional visitor to it. 

In Kashmir, where it is believed, that 
religious fundamentalists are responsible to 
terrorist activities, the secular credentials of 
the state is an age old phenomenon. 
According to many scholars the ‘rishi cult’ 
was mainly responsible for this. Bamzai 
(1962) quotes Abul Fazl 1 s observations about 
the rishi cult: ’The most respected people 
of Kashmir are the rishis who, although they 
do not suffer themselves to be fettered by 
traditions, are doubtless true worshippers of 
god. They revile not any other sect and ask 
nothing of any one: they plant the roads with 
fruit trees to furnish the traveller with 
refreshments; they abstain from eating flesh 
and have no intercourse with other sex. 
There are two thousand of these Rishis in 
Kashmir*'. P N Bazaz (1995) opines that 
though the Kashmir valley embraced Islam 
in the 14th century, a tolerant variety of 
religion emerged there. Lai Dedor Laleswari, 
the hermitess, harmonised shaivism with the 
basic tenets of Islam and reasserted the 
cardinal principle of Kashmiri culture. The 
rishis who flourished later under the rule of 
Zainul Abidin carried the torch of huma¬ 
nism, religious tolerance and Hindu-Muslim 
amity. Living humble lives of poverty, 
selflessness, service and simplicity, 
remaining aloof from political controversies 
or governmental powers, the ’rishis’ 
wielded tremendous influence over the 
educated and the illiterate. Many of them 
had both Hindu and Muslim names and it 
was often difficult to discern whether they 
were Hindu or Muslim. 

What Bazaz has written about Kashmir is 
true for the entire country. It becomes quite 
apparent from the illustrations provided 
here that there is a great deal of syncretic 
culture and religion at the folk level. The 
happenings at Ayodhya or Mumbai cannot 
erode the deeply entrenched syncretism. If 
syncretism had been given due recognition, 
the syncretic dimensions - which are in all 
probability associated with the Babri masjid 
or Chrar-e-Sharief - could have been 
highlighted. 
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Household Financing of Healthcare 

S K Sanyal 

This article uses the results of three well known surveys on health care expenditure and utilisation to elicit information 
on patterns of household expenditure on government and private sources of treatment, changes in utilisation patterns 
and differentials across economic classes. Revenue earnings of hospitals are computed to arrive at plausible macro¬ 
level estimates of the additional resources which could be generated from small and large hospitals. 


THE health information system in India has 
changed but little during the 1980s or early 
1990s despite frequent workshops held by 
the government and research institutes, 
emphasising maintenance of primary and 
secondary level health care records. A recent 
survey of secondary and tertiary hospitals 
by National Institute of Public Finance and 
Policy (NIPFP) revealed that in 45 per cent 
of the states no hospital records are main¬ 
tained according to the formats specified by 
the Directorate General of Health Services 
(Sanyal and Tulasidhar, 1995]. While we do 
have macro level health care expenditure 
components from the state budgets, the main 
lacuna for any study of health care expen¬ 
diture and utilisation is the non-availability 
of the time series data on the household 
sector and on public and private facilities. 
The National Sample Survey Organisation 
(NSSO) has a programme of data collection 
on social consumption though separated by 
long intervals. The 42nd round (1986-87) 
household survey of the NSSO (1992) for 
the first time brought out comprehensive 
results on the importance of public and private 
health care systems, not brought out by the 
earlier round (35th round). The National 
Council of Applied Economic Research 
(NCAER) (1992) survey in aseparate attempt 
threw light on the household utilisation of 
different systems of health care and on 
expenditure. These two surveys could be 
used for assessing changes in the utilisation 
and expenditure pattern across states and 
across sectors (public/pri vate). More recently 
the NIPFP survey (1993-94) of government 
general hospitals with 100 or more beds ex¬ 
amined the efficiency of utilisation and finan¬ 
cing of this set of hospitals. All these surveys 
were carried out on an all-India basis and 
thus distinct from the other sporadic and 
isolated studies limited to a state or a district. 
While the former two surveys were household 
surveys based on large samples, the latter 
was limited to a truncated population of 
hospitals and was based on a smaller sample. 

TTiis study uses results of all the three 
surveys for the purpose of ascertaining the 
intensity of use of the government and private 
sources of treatment by the households and 
the expenditure incurred, changes in the 
utilisation pattern, expenditure and the 
differentials across the rich and the poor. 
The possibilities of rationalising user charges 
on the basis of the NSSO and NIPFP results 
are examined. Revenue earnings of the 


hospitals are computed with the help of 
estimated payments made by the households 
to arrive at some plausible macro level 
estimates of the additional resources that 
could be generated from small and large 
hospitals. 

Limitations and Comparability of Data 

The 42nd round of NSSO had been widely 
used for studies on accessibility of health 
care and on household expenditure on various 
sources of treatment but the mine of infor¬ 
mation supplied would engage researchers 
for quite some time. However, the presen¬ 
tation of results leaving out many important 
estimates and maintaining silence on impor¬ 
tant concepts make the task of a researcher 
not very enviable. Some of the significant 
omissions are statewise-morbidity rates, 
proportions of hospitalised cases reporting 
payment to government and private insti¬ 
tutions, monthly per capita expenditure by 
fractile groups, etc; the report has not clari¬ 
fied many concepts and definitions, in 
particular what constituted ‘government 
institutions’ or ‘private*, the coverage of 
payments made to the institutions, whether 
the average payment per hospitalised case 
is based on the reporting cases as in the case 
of average total expenditure. For the analyst 
such lapses lead to unnecessary assumptions. 
The NSSO in its usual fashion presents rates 
and proportions. However, for macro level 
estimates of say, household expenditure, 
separate estimates of in-patients and out¬ 
patients are needed. While the former is 
provided, the latter is obtained by making 
certain assumptions. 

The NCAER survey though quite explicit 
about the coverage of the different concepts 
uses slightly varying sources of medical care 
in comparison to NSSO. For ascertaining the 
changes during 1986-90 therefore, compar¬ 
able categories of government and private 
institutions are formed. The differencein the 
coverage of items of household expenditure 
on health care in the two surveys is also 
taken into account for the analysis in this 
study besides the price increase during the 
four-year period. This survey does not 
provide the details for in-patients and out¬ 
patients nor the incidence rate of morbidity. 
The alternative, that is, prevalence rate, as 
provided is not comparable. The changes 
therefore, in utilisation and expenditure 
pattern of households can be examined only 
at the all-India level. 


The NIPFP survey of government hospitals 
has the deficiency of geographical under- 
coverage. Further, it covers only general 
hospitals with 100 or more beds leaving out 
specialised hospitals and numerous smaller 
ones of the universe of hospitals. These 
aspects are taken into account in the attempt 
to match dimensionally the estimates from 
the two approaches (household and hospitals 
or the demand and supply). 

Utilisation of Health Care 

It would be of interest to dichotomise for 
analysis ailing persons into out-patients (or 
those with temporary ailments) and in¬ 
patients (or acute cases needing hospita¬ 
lisation). The NSSO and NIPFP surveys 
provide information on these categories but 
the NCAER gives only the aggregate picture. 
Two different approaches of estimation of 
the numbers were adopted for the data 
collected by the NSSO and NIPFP, the latter 
from hospital records and the former by 
interrogating the sample households. Again, 
while the NSSO provides direct estimates 
of hospitalised cases, the number of out¬ 
patients is computed on the basis of the 
survey morbidity rate adjusted for the survey 
proportion of ailing persons not treated and 
the mid-year population estimated from the 
population census. A comparative assess¬ 
ment of the estimates after taking into account 
the time gap between the two surveys is 
presented in Table I. In the absence of time 
scries on data morbidity rates, the estimates 
of out-patients and in-patients in 1992-93 
were first obtained from NSSO estimates of 
1986-87 under different rates of increase 
and each compared with the estimate of the 
subset provided by the NIPFP. Assumption 
of rate of increase equal to the population 
growth was demonstrated to be quite low. 
The rate could be higher intuitively on 
grounds of increasing pollution, urbanisa¬ 
tion and malnutrition which cannot be quanti¬ 
fied. A different procedure was therefore, 
adopted as explained in the footnote of 
Table 1. These numbers are important for 
arriving at the macro level estimates of 
household expenditure on health. 

The predominance of the private insti-* 
tutions is evident in respect of out-patients 
as they account for 69 per cent of the total 
out-patients whereas only 37 per cent of total 
in-patients flock to the private facilities. 

It is revealing that among the patients 
visiting government institutions secondary 
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and terUikc^ for owe 

of the total number, But white the proportion 
for out-patients is 69 per cent, that for in¬ 
patients is 48 per cent, a fact which assumes 
significance. That a substantial proportion 
of out-patients as also of hospitalised cases 
are treated in higher level hospitals indicates 
that the primary health care system in the 
country is not able to meet the demand. The 
first level hospitals have failed to cope with 
the flow of sick persons; the secondary and 
tertiary hospitals function not merely as 
referral hospitals but as any other extend 
services for minor cases which could be 
treated in lower level hospitals. 

Private health care as pointed out, domi¬ 
nates in out-patients treatment and the public 
sector in respect of in-patients. Not sur¬ 
prisingly. the ratio of out-patients to in¬ 
patients in private sector far outstrips that 
of the public sector, there being hardly any 
difference between the rural and urban 
sectors. Of particular importance is a much 
higher ratio obtaining for secondary and 
tertiary hospitals compared to the lower 
level indicating again, the inefficiency or 
the incapability of the primary health care 
system. 

The different facilities providing health 
services or the sources of treatment figuring 
m the NSSO and NCAER surveys are 
categorised into three broad categories: 
government, private and others fur analysis 
(the chart). Percentages 01 hospitalised cases 
and those of treatments (not as in-patients) 
in 1986-87 accounted for by government 
and private sources of treatment arc shown 
in Table 2 for major states (abbreviated). In 
comparison, the NCAER results (1990) 
indicate the combined picture of both in¬ 
patients and out-patients. The results for 
primary health centres (PHC) excluded ti om 
government are given separately for 
analysing the impact of government emphasis 
on primary health care. ‘Government' in 
Table 2 therefore, refers to public hospitals 
and dispensaries. 

The following inferences can be drawn 
from Table 2; 

(a) During the period 1986-87 the stales 
where the proportion of out-patients seeking 
government health care increased signi¬ 
ficantly in rural areas were Andhra Pradesh, 
Bihar, Haryana, Karnataka and Orissa. There 
was however, some increase observed in the 
proportion seeking private health care in the 
states of Assam, Gujarat and Tamil Nadu. 

(b) In urban areas there was a marked 
increase in the proportion seeking govern¬ 
ment sources of treatment in Andhra Pradesh. 
Assam, Gujarat, Orissa and West Bengal. In 
all statcsexcept Bihar. Haryanaand Rajasthan 
it is found that the proportion seeking private 
care is going down, in some states signi¬ 
ficantly. What could be the reason for such 
a phenomenon? Is it due to data aberrations 
or the increasing cost of private health care? 
With a bed occupancy rate close to 100 in 


secondary and tertiary hospitals and expec¬ 
tedly more if not less in lower level hospitals, 
it is not certainly the quality of services 
exerting a pull but the non-accessibility of 
private care or the mismanagement of lower 
level government hospitals (a longer duration 
of stay than what is needed for example). 
Contrary to what is generally believed, the 
intensity of use of public facilities has gone 
up in the developed states, the manifold 
sprawling of private facilities notwith¬ 
standing. This leads us to the cost of health 
care which could be presumed to be the 
determining factor in the choice of public 
or pnvate facilities. 

(c) That the PHCs have failed to make any 
noticeable impact on the minimal utilisation 
level in the rural scene of 1986-87 is seen 
from Table 2 with the notable exceptions in 
Punjab, Maharashtra, Haryana and Bihar. 
The result of extremely low utilisation of 
PHCs leads to increased load of patients on 
the first level of referral hospitals (district) 
and therefrom on the secondary and even 
the tertiary level hospitals. The emphasis on 
PHCs ironically was somewhat effective in 
the urban areas complementing the urban 
bias in the expansion of higher level medical 
care. The surveys thus bring out this foremost 
inefficiency in the public system, the root 
cause of which is well known - the paucity 


of adequate nuxitaeraof phywdansand burses 
in the PHCs. Further, as Duggal and Antia 
(1993) point out curative services are not a 
priority in the PHCs and sub-centres network, 
family planning and immunisation work 
taking most of the time of the staff. If the 
PHCs could be energised for curative 
services, the cost of treatment could be 
brought down. 

Intensity of Use 

The NSSO survey results could be used 
to find out the intensity of use of public and 
private hospitals among the fractile groups 
according to consumer expenditure enabling 
us to examine the intensity of use among 
the poor and rich in rural and urban areas. 
The proportion of all hospitalised cases 
flowing to private hospitals and nursing 
homes at the all-India level is given by 
fractile groups in Table 3. 

A little less than one-third of hospitalised 
cases even in the poorest stratum were treated 
in the private sector in rural areas, the 
proportion understandably rising with 
increasing income (expenditure) but the 
maximum value was 49 per cent which 
indicates the extent to which the other health 
care system that is, the public was used by 
the rich. The urban scene is not much different 
either. The public or the government source 


Chari 


Category 

NSSO 

NCAER 

Government 

Public hospitals, primary health centres, 
public dispensaries 

Government hospitals, primary 
health centres 

Private 

Pnvate hospitals, nursing homes, 
private doctors 

Private hospitals, clinics, 
medical shops 

Others 

Charitable institutions, employees 
state insurance, others 

Chan table institutions, employees 
stale insurance, others 


Tabi f. 1. Estimated Numbers of Out-Patients and In-Patients, All-India, 
1986-87 (NSSO) and 1992-93 (NIPFP) 


Sector/ 

Number (’000) 1986-87 

Ratio 

Institution 

Out-Patients 

In-Patients 

Total 

Out-Patients/ 

In-Patients 

Rural 

Government 

81939 

8917 

90856 

9.19 

Private 

249657 

5500 

255157 

45.39 

All 

362400 

14926 

377326 

24 29 

Urban 

Government 

14789 

1545 

16334 

9.57 

Private 

45426 

938 

46364 

48.43 

All 

65940 

2564 

68504 

25.72 

Total 

428340 

17490 

445830 

24.49 

Government 

NSSO-1986-87 (all types) 

96728 

10462 

107190 

9.25 

1992-93@ tall types) 

227351 

24578 

251929 

9 25 

NIPFP-1992-93* (with 100 beds 

or more) 

157124 

11810 

168934 

13 30 


Notes: * Coverage restricted to only government secondary and tertiary hospitals; NIPFP estimates 
adjusted for 15 per cent undercoverage. Lower level hospitals are excluded. 

For comparability the 1992-93 estimates for government institutions are obtained using the 
NIPFP estimates for large hospitals and the ratio of out-patients to in-patients (9.25 for all 
types, the same os in 1986-87 and 13 for large hospitals (NIPFP); the ratio for small hospitals 
(5 5) is computed assuming 50 per cent weight each to large and small hospitals to arrive at 
the ratio for all types or in other words the ratio tor all types is assumed to be the mean of large 
and small hospitals). It amounted to obtaining values of four unknown variables given four 
simple equations. 
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being more in demand for acute cases, we 
examine the differentials across states in 
Table 4. 

In general, the poor used as expected, the 
public hospitals relatively more than the rich. 
Most of the states exhibit this pattern. 
However, in states such as Madhya fradesh, 
Assam, Orissa and Rajasthan the private 
health care system would appear to be not 
very developed and hence not of much 
consequence. 

For the present analysis the lOUs were 
obtained for the bottom quintile (0-20), that 
is. the poor and the top quintile (80-100), 
the rich. lOU is defined as the percentage 
of hospitalised patients in a quintile using 
public hospitals. 

It will be observed that public facilities 
aie being used by more than 50 per cent of 
the rich in Assam, Haryana, Madhya Pradesh, 
Orissa, Rajasthan, Uttar Pradesh and West 
Bengal in rural areas as well as urban (except 
West Bengal). If the proportion among the 
rich using predominantly private system is 
any indicator of easy availability of private 
services, Tamil Nadu, Maharashtra, Bihar 
and Karnataka are the states to be noted. The 
choice of the source of treatment however 
depends on the relative cost of the govern¬ 
ment and private services besides acces¬ 
sibility. Our attempt in subsequent sections 
would be to explore this aspect. 

Household Expenditure on Health Care 

Both the NSSO and NCAER surveys give 
statistics on the average expenditure per 
episode but the two differ in coverage of 
items as also in presentation of results. The 
household expenditure per episode accor¬ 
ding to the NCAER survey included not 
only the payout to doctors, hospitals and 
chemists but also other costs such as clinical 
tests, transport costs to the medical facility, 
rituals performed for the recovery from 
illnesses, expenditure towards special diet, 
etc, including also the tips paid. The NSSO 
survey gi ves the expenditure per hospitalised 
case and expenditure per out-patient sepa¬ 
rately and hence the combined expenditure 
per episode is not available for comparison. 
Further, in the NSSO expenditure, all items 
included in the NCAER are covered except 
transport expenses, expenditure on special 
diet, amount paid as tips as also expenditure 
on purchase of durable goods such as ice 
bags, hot bags, etc, for hospitalised patients. 
Thus there arc conceptual as well as coverage 
differences with the NCAER estimate likely 
to be an overestimate compared to the NSSO 
even if adjusted for price increase due to 
inflation. Again, the NSSO report giving the 
findings has not stated the concepts clearly 
with the result that we have to assume that 
the total expenditure per treatment pertains 
to those patients who were not hospitalised 
(Table 16 of the report). 

The NSSO has presented detailed results 
on payment to the institutions for hospital ised 


cases and out-patients but nowhere in the 
report have they come out with an explanati on 
of the breakdowns of the payment. In getting 
an estimate of hospital receipts from this 
survey one would come across a very high 
ratio of household expenditure paid to the 
institutions. A comparison of the breakdowns 
of household expenditure given by NCAER 
with the NSSO proportion of average pay¬ 
ment to average total expenditure (Table 5) 
shows that the payment probably included 
the cost of medicines besides fees to doctors/ 
nurses, clinical tests, surgery and hospitalisa¬ 
tion - the closeness of the two proportions 
is to be noted. If we could combine the in¬ 
patients and out-patients, the NSSO and the 
NCAER estimates would agree but this 
estimate of hospital receipts as a proportion 
of total household expenditure is a gross 
overestimate because of the component of 
medicines purchased from medical shops 
and not from the hospitals and the fees paid 
to doctors, etc. This is not comparable with 
the NIPFPcstimatc of hospital receipts which 
is obtained as a proportion of total hospital 


thah house- 

hold total expenditure. 

If we consider the government institutions, 
inclusion of fees and medicine in hospital 
receiptsdemonstratedtobeincludcdinNSSO 
estimate of payment made to hospital is not 
appropriate. Excluding this component, the 
hospital receipts amount to 11 to 13 percent 
of the household expenditure on health care. 
Since in the NIPFP estimate of the proportion 
of hospital receipts the denominator is the 
total hospital expenditure, it would be in- 


Table 3: Proportion of Hospitalised Cases 
Using Private Health Care, 
All-India: 1986-87 


Fractilc Group 

Rural 

Urban 

0-10 

0.31 

0.28 

10-20 

0 27 

0.26 

20-40 

0.31 

0.33 

40-60 

0 39 

0.34 

60 80 

0 39 

0 44 

80-90 

0.43 

0 52 

90-100 

0 49 

0 48 


Table 2: Percent age of Treatments by Source of Treatment (Government and Private)- 
NSSO (1986-87) and NCAER (1990) 


State 


Government 



PHC 



Private 



1986-87 

1990 

1986-87 

1990 

1986-87 

1990 


Out- 

Patients 

In- 

Patients 

All 

Out- 

Patients 

In- 

Patients 

All 

Out- 

Patients 

In- 

Patients 

All 

AP 

15.8 

28.9 

31.5 

Rural 

3 2 

1.0 

6.2 

74 7 

65 7 

42 4 

ASM 

36.8 

82 5 

36 1 

16.2 

7.5 

10.3 

35 4 

8.3 

47 3 

BHR 

14.8 

47.2 

21 4 

2.0 

2.7 

109 

69.5 

40 8 

57.6 

GUJ 

27 8 

48 7 

27 8 

46 

0.3 

3.1 

61.7 

43.4 

67 6 

HAR 

13.6 

510 

20 8 

3.3 


10.3 

78 1 

43 6 

68 9 

KAR 

27.0 

55;3 

19.7 

85 

27 

1.9 

61 2 

38 6 

54.7 

KER 

29 8 

41.0 

29 1 

4.3 

24 

0 0 

63.2 

56.4 

62 2 

MP 

22.4 

72.6 

29 0 

8.5 

6.6 

1.7 

62 9 

17.1 

57.3 

MAH 

15 5 

40.7 

170 

10.4 

2.9 

20 8 

70 7 

53.5 

57.1 

ORS 

40 0 

80.2 

61.1 

11.9 

7.8 

15 8 

33.4 

7.2 

12.6 

PUN 

11 2 

45 5 

12.2 

1 3 

2.0 

186 

86,2 

48 8 

66.5 

RAJ 

49 3 

77.0 

48.8 

6.2 

3.0 

0.0 

36 0 

16 3 

30 3 

TN 

31.3 

55.5 

36.4 

4.9 

06 

25 

56.5 

41 8 

58 6 

UP 

na 

52.6 

17.9 

na 

2.8 

8.6 

na 

37 4 

65 6 

WB 

13.4 

76.8 

15.5 

6.0 

14.8 

7 1 

75 8 

7 5 

57.7 

India 

20.3 

55.4 

28.0 

4.9 

4.3 

8.2 

69.0 

36 8 

54.2 

AP 

19.9 

.38.0 

30.1 

Urban 

0.7 


10.6 

70.8 

57.9 

57.5 

ASM 

27.5 

79.9 

58.6 

2.1 

24 

5.2 

58.5 

17.6 

25 3 

BHR 

16.4 

44.7 

12.2 

I 2 

1.0 

2.1 

78.1 

45.4 

80.4 

GUJ 

15.4 

59.2 

26.3 

0.4 

- 

50 

77.4 

37.3 

64.7 

HAR 

14.8 

55.3 

85 

2.2 

- 

0.9 

76.8 

42.9 

84 6 

KAR 

28.2 

48.5 

37.0 

1 7 

0.4 

2.0 

66.3 

49.5 

53.5 

KER 

33.2 

54.8 

39.1 

2.4 

0.9 

3.7 

60 7 

43 7 

52.1 

MP 

29.4 

76.0 

30 6 

1.0 

1.0 

0.9 

64.5 

20.2 

61.8 

MAH 

22.5 

45.7 

26.4 

1.7 

0 5 

16.0 

73.2 

49.4 

50.3 

ORS 

45.3 

78.9 

60.0 

1.1 

2.5 

2.0 

43.5 

15 2 

31.5 

PUN 

9.3 

48.4 

13.0 

0.8 

0.4 

6.7 

88.4 

45.2 

74.1 

RAJ 

53.7 

85.0 

39.4 

3.5 

0.6 

0.0 

36.8 

11.0 

5.6.8 

TN 

31.5 

57.7 

34.9 

l.l 

0.3 

3.5 

621 

39 7 

57 5 

UP 

15 1 

58.0 

23.5 

0.8 

1.3 

9.2 

80.9 

35.0 

63.2 

WB 

20.3 

72.6 

34.5 

0.6 

1.3 

4.6 

71.9 

23.5 

50.5 

India 

24 4 

59.5 

31.2 

1.2 

0.8 

5.8 

69.2 

36.6 

57.5 


Notes: 1 'Government' excludes PHCs 

2 NCAER (1990) figures refer to out-patients and in-patients taken together. Similar results for 
NSSO are not available. Percentages are given separately for oul-palients and in-patients. 
Because of much larger weight, comparison of out-patients in 1986*87 with ‘all’ 1990 would 
be in order. 
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structive to ixmipm the eitinutte of pay¬ 
ment by households with the receipts by 
hospitals. An attempt wilt be made in the 
following section to compare the numerator, 
that is, the payment made with the hospital 
revenue. 

Table 6 presents the estimates at all-India 
level giving the dimensions of expenditure 
incurred on health care in the household 
sector and payment to government and 
private institutions - these estimates exclude 
the households visiting the charitable 
institutions and availing medical insurance. 
The estimates are obtained separately using 
the estimated numbers (Tabic 1). the propor¬ 
tions reporting payment and the average 
amount spent per hospitalised case/ 
treatment. 

It will be seen that in 1986-87 an estimated 
Rs 3.156 crorc was spent on health care by 
the households out of which 69 per cent 
(Rs 2.175 crorc) was paid to the institutions 
The household expenditure on treatment m 
private sources was more than double that 
on government, indicating the predominant 
position of the private sector; the ictal amount 
paid by households to the private sources 
(Rs 1,577 crore) was 2.6 times that paid to 
the government (Rs 597 crorc) Expectedly, 
the rural households accounted for 85 per 
cent of the expenditure and 83 per cent of 
the payment to institutions providing the 
rationale lor all out attention towards this 
segment of population in any government 
policy. 

The out-patient-in-patient ratio (Table I) 
is seen to be 24.5 as regards the number, 
yet in regard to payment to source the ratio 
is 2.2 which indicates the importance of 
treatment of acute cases in respect of the 
huge cost involved, underscoring the priority 
of better hospital management of and re¬ 
plenishing the public sector hospitals with 
a view to bring down cost of treatment of 
acute cases. 


Tabi l 4 Inti nsity or Usi- or Govlknment 
Hospitals. 1986-87 


State 

Rural 

Urban 

0-20 

80-100 

0-20 

80-100 

AP 

43 02 

23.30 

45 97 

32 01 

ASM 

70.42 

91 23 

95.77 

71 61 

BHR 

42 23 

45 08 

68 08 

23 65 

GUJ 

66.24 

28 08 

62.51 

45,34 

HAK 

54.13 

53.68 

.35 96 

57 72 

KAR 

61.18 

24.43 

SI 05 

30 05 

KER 

41 18 

26 96 

67.78 

48 24 

MP 

72 51 

72.40 

88.20 

67 45 

MAH 

51 89 

28.73 

62 03 

19.41 

ORS 

87 13 

82 21 

87.51 

72.19 

PUN 

55.61 

32 90 

55 67 

35 .38 

RAJ 

78.74 

76 89 

87 59 

84 16 

TN 

64.07 

37 61 

72 II 

14.50 

UP 

64.94 

53 02 

52.59 

54 70 

WB 

78.82 

68.17 

83.54 

49 10 

India 

61.46 

48.50 

70 06 

44.78 


OoVfiRNMBNt HOSWTAL RECEIPTS 

Approximately 12 per cent of the total 
household expenditure could be taken as 
hospital receipts. Table 6 gives an estimate 
of Rs 1,010 crore as total expenditure incur¬ 
red on government source leading to an 
estimate of Rs 121 crore as hospital receipts 
in 1986-87 at nominal prices The NIPFP 
estimate for the secondary and tertiary 
hospitals when adjusted for 15 per cent 
undercoverage comes out to be only Rs 14 
crore in 1992-93 at nominal prices. When 
comparison is made at constant prices the 
gap which indicates the contribution of 
smaller hospitals further increases. The 
NSSO covers the whole range of govern¬ 
ment hospitals whereas the NIPFP only 
general hospitals with 100 or more beds, 
excluding 77 per cent of the hospitals but 
only 23 per cent cf beds. Since the NSSO 
provides i 2 per cent as the estimate of average 
proportion of hospital receipts of all hospitals 


and the NIPFP gives an estimated aveftge 
of 1.4 per cent with hospital expenditure as 
denominator (or about 3 per cent with 
household expenditure as denominator) for 
comparison, it would be a safe guess that 
the smaller hospitals are having an average 
ranging from 15 to 20 per cent. Unless there 1 
are data inaccuracies in either one or all the ;i 
sources used we may set the important I 
hypothesis that smaller hospitals are raising 
more revenue as a proportion than the : 
secondary and tertiary ones. The avenues for v 
revenue earning therefore he more in larger < 
hospitals. If 

Let us now examine this hypothesis and ' 
quantify the possible additional resources 
which could be generated from the smaller ! 
(<100 beds) and large (>=100 beds) • 
government hospitals looked at separately ' 
for out-patients and in-patients. While both « 
the NSSO and NIPFP survey results are used :> 
in this exercise, the units refer to hospitals 
and the year to 1992-93 with the conversion 


Table 5 Comparative Estimates or Payment to Insttf ltions as Percent ace to Total Expenditure 
on Treatmlnt: NCAER (1990) and NSSO (1986-87) 


NCAER 

Breakup of Medical 
Expenditure (Per Cent) 
Rural Urban 


NSSO 


Ratio of Average Payment to Average 

_ Total Expenditure iPer Cent) 

_ Rural _ _ Urban 

In- Out- In- Out- 

Patients Patients Patients Patterns 


1 Fees and medicine 

65 74 

64 75 

2 Clinical tests 

4.28 

5 79 

3 Surgery 

2 79 

301 

4 Hospitalisation 

4 45 

4 64 

Payment to hospitals 

77.26 

78.19 

5 Special diet 

6.42 

MO 

6 Rituals 

2 27 

1 47 

7 Transport 

6 76 

4.98 

8 Bribes and tips 

1.47 

1,86 

9 Others 

5 82 

6.10 


Tabu 6 Estimated Household Expenditure on Health Cam- and Payment Made to 
Government and Private Insthttioks 1986-87 


Items 


__ Rural _ _ Urban _ * 

Government Private Total* Government Private Total*} 


1 Out-patients 

1 Per cent ot total no reporting payment 12.42 

2 Average payment per treatment (Rs) 73.16 


3 Total amount paid (Rs crore.) 329 

4 Average total expenditure per 

episode (Rs) 114 75 

5 Total expenditure < Rs crorc) 516 

II In-patients 

\ Per cent of no in institutions<&' 

reporting payment 60 5 

1 Average payment per hospital case (Rs) 320 

? Total amount paid (Rs crorc) 173 

4 Average total expenditure per 

hospital cast* (Rs) 643 

5 Total expenditure (Rs crore) 347 

III Total 

1 Total amount paid (Rs crore) 502 

2 Total expenditure (Rs crorc) 863 


33 23 

45 65 

12 65 

31.35 

44.00 : 

77.49 

76 32 

74.17 

80 49 

78.67 j 

933 

1262 

62 

166 

228 s 

84 43 

92 66 

103.39 

91 30 

94 78! 

1017 

1533 

86 

189 

275] 

92.5 

70 66 

55 00 

91 50 

I 

67.44| 

733 

597 

385 

1206 

933 i 

374 

547 

33 

104 

137 J 

1564 

853 

713 

1678 

lift?} 

796 

1143 

61 

144 

2051 

1307 

1808 

95 

270 

.365 { 

1813 

2676 

147 

333 

4801 


Nates 1 * 1 otal includes only government and private institutions, excluding charitable institution! 
and employees stale insurance hospitals. 

<p' NSSO gives only the percentage for ‘tolar; the figures for institutions arc obtained with the 
help of the respective numbers and the percentage lor the ‘total* by mat and error. 
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exercise assuming that the household 
approach covers all sizes of hospitals and 
subtraction of the N1PFP numbers from these 
totals yield the results for smaller hospitals. 
The procedure to obtain estimates of total 
numbers of out-patients and in-patients in 
1992-93 from the NSSO estimates of 1986- 
87 in the absence of time series on morbidity 
rates is explained in the note to Table 1. The 
1986-87 estimate of hospital receipts (12 per 
cent of household total expenditureon health) 
is inflated by the annual compound rate of 
increase (7 per cent) in consumer price index 
for medical care to obtain the estimate for 
, 1986-87 [Tendulkar and Jain 1993]. We use 
: this methodology to first compute the 
’ additional resources which could be 
generated and then the dimensions of the 
user charges for the units (out-patient or in¬ 
patient). 

Table 7 shows that additional resources 
: of Rs 298 crore could be generated if the 
target of 20 per cent recovery is aimed at 
from government general hospitals, 63 per 
cent of which is to be raised from the 
secondary and tertiary hospitals. The pro¬ 
portion to total expenditure for large hospitals 
comes to 18.6 per cent as compared to only 
9 per cent for the smaller ones. The recom¬ 
mendations of the N1PFP study therefore, 
on the user charges assume importance. 
However, the exercise on rate per unit which 
. follows from the present analysis is in- 
' dependently arrived at and covers both the 
small and large hospitals. Table 8 gives a 
; rough idea about the indicative prices of the 
hospital services. 

The user rates are obtained with no 
- exemption and include all hospitalisation 
; and service charges and represent crude 
averages per unit and thus differ in concept 
; from the more specific rates obtained by the 
NIPFP study which also exempts 50 percent 
of the patients. A higher rate for out-patients 
for smaller hospitals than the large ones only 
indicates that the recovery rate of 20 per cent 
is not feasible for the former and is to be 
, Scaled down in order to be realistic. For 
example, if we restrict to a recovery rate of 
15 per cent for smaller hospitals and 20 per 
cent for large, the user charges for smaller 
hospital out-patients would be Rs 4.13, for 
, in-patients Rs 15.66 and for all types Rs 6.16 
mid Rs 39.47 respectively. 

Burden of Health Care 

Health care expenditure includes cost of 
< medicine and service charges comprising 
amount spent on doctors, nurses, midwifes 
and other hospital charges. This expenditure 
expressed as a percentage of total consumer 
expenditure would reflect the burden of 
health care. A time series of this could bring 
Out the changing pattern in the burden of 
health care. Despite regular surveys on 
household consumer expenditure, the NSSO 
has not assigned any importance to the 
publication of results on monthly per capita 


expenditure (MPCE) on health cam, and 
even less on the proportion spent on medical 
items by fracdle groups. The time series is 
therefore, not available. However, the 
proportion of total expenditure spent on 
medicine is available for NSSO 42nd round 
(47th Report) by MPCE classes at all-India 
level. Also available are results of a few 


studies undtirtfckeo<mspecial tabulations 
obtained from the NSSO authorities. Roy 
(1982) obtained results on this proportion 
for all-India and states for rural sector on 
a part of the sample of the NSS 18th round 
(1963-64). VisariaandGumber(1994)came 
out with a study on five stales based on the 
42nd round. Both the studies gave results 


Table 7: Estimates of Additional Resources for Smau. and Large Government Hospitals 
Assumino 20 Per Cent Recovery, 1992-93 


(Rs crare) 


Hospital 
(No of Beds) 

Total 

Expenditure 

Hospital 

Receipts 

Recovery 
(20 Per Cent) 

Additional 

Resources 

>=100 

ton 

14 

202 

188 

<100 

1218* 

134 

244 

no 

All government 

2229* 

148 

446 

298 


Nates : * Expenditure on all hospitals, dispensaries and PHCs included under 'medical relief 
estimated from index ot growth of ‘medical 1 given by Tulasidhar (1993) and aggregates of 
‘medical relief for 1990-91 computed from data given by Reddy and Selvaraju (1994) 

@ Obtained by subtraction from ‘all government' the NIPFP estimate for larger hospitals 


Table 8: User Charges for Out-Patients and In-Patients for Additional Rf venue 
by T> pe of Hospital. 1992-93 


Hospitals 
(no of beds) 



Rate per unit (Rs) 




Out-patients 


In-patients 


No 

(000) 

Amount 
(Rs crore) 

Rate 

(Rs) 

No 

(000) 

Amount 
(Rs crore) 

Rate 

(Rs) 

>=100 

157124 

111 

7.06 

11810 

77 

65.20 

< 100 

70227 

65 

9.26 

12768 

45 

35 24 

All 

227351 

176 

7 74 

24578 

122 

49 64 


Notes: 1 The allocation of additional resources to out-patients and m-paiients is done on the basis of 
the ratio of respective hospital receipts estimated from the NSSO Survey 
2 The numbers of out-patients and in-palienLs for all government types of hospitals arc obtained 
under the assumptions explained in Table I, footnote The estimates for smaller hospitals arc 
obtained by subtracting the NIPFP estimates for large ones from ‘all government* 


Table 9: Percentage of Total Expenditure on Medicine by MPCE Classes: All India, 42nd 
Round (1986-87), Rural and Same Proportion by Quintiles. 18m Round (1963-64) 

_42nd Round 1986-87, Rural_ 18th Round 1963-64. Rural 


MPCE Class 

Expenditure on 
Medicine 
(Rs) 

Total Expenditure 
(Rs) 

Per Cent 
Expenditure on 
Medicine (Rs) 

Quintile 

Per Cent 
Expenditure on 
Medicine 

00-65 

1.14 

52.95 

2 1 



65-80 

0 67 

72.61 

09 

0-20 

0.53 

80-95 

1.44 

88.88 

1.6 

20-40 

0 79 

95-110 

1.64 

103.99 

1.5 

40-60 

1.01 

110-125 

1 88 

117 55 

1.5 

60-80 

1.41 

125-140 

2.24 

132.75 

1.6 

80-1 (X) 

2.63 

140-160 

3.11 

150.45 

2.0 

all 

1.70 

160-180 

4.05 

169.94 

2.3 



180-215 

5.19 

196.95 

2.6 



215-280 

8.03 

244.27 

3.2 



280-385 

14.72 

322.88 

4.5 



385 and above 

37.83 

599.87 

6.3 



All 

9.88 

247.2! 

3.9 




Table 10: Percentage Share of Total Household Expenditure on Health by Quintile Groups: 
NSS, 18th Round (1963-64) and 42nd Round (1986-87), Rural Sector. 


Quintile 

Group 

Guiorat 

Maharashtra 

Uuar Pradesh 

Tamil Nadu 

West Bemud 

63-64 

86-87 

63-64 

86-87 

63-64 

86-87 

63-64 

86-87 

63-64 

86-87 

0-20 

0.23 

3.9 

0.66 

3.7 

0.76 

8.1 

0.57 

3.1 

0.40 

6.7 

20-40 

0.66 

2.5 

0.81 

3.7 

1.37 

8.0 

0.48 

2.3 

0.63 

6.3 

40-60 

0.70 

3.7 

0.76 

3.5 

1.86 

7.3 

0.89 

2.2 

1.10 

5.7 

60-80 

0.80 

2.9 

1.71 

3.7 

2.06 

5.7 

1.85 

2.8 

1.35 

4.9 

80-100 

2.19 

2.0 

4.32 

2.6 

2.89 

7.6 

2.62 

3.9 

3.32 

4.4 

All 

1.27 

2.9 

2.41 

3.3 

2.16 

7.2 

1.70 

2.9 

1 88 

5.4 
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by quintiles though the former related to 
only medicines. With the help of the MPCE 
given for each of the component, eg, 
medicines and medical services like doctors, 
nurses, hospitalisation, etc, in respect of 
43rd round of NSSO (Report 374), Roy's 
results were corrected to make them com* 
parable with Visaria's. While the proportion 
for the rural sector at all-India level by 
MPCE classes for the 42nd round are 
presented in Table 9 alongside that for 
quintiles in respect of 18th round for a rough 
comparison, the results of five states by 
quintiles are given in Table 10. 

The results show that the burden of health 
care at the all-India level in the rural areas 
was twice as much in 1986-87 as compared 
to 1963-64, the trend of increase over rising 
incomes remaining roughly the same during 
the two periods, probably showing an 
increasing rate for the rich. However, no 
definite conclusions can be drawn in this 
respect because the two are not directly 
comparable being based on two different 
classifications. For the five states (Table 10), 
however, such a comparison is possible. 

The results in Table 10 show that in each 
of the five states the burden of health care 
increased during the two decades, markedly 
in 4Jttar Pradesh and West Bengal. The 
increasing trend of the proportion over 
incomes in the mid-1960s has been reversed 
in the mid-1980s in the selected slates with 
the spending on health among the poor as 
a proportion to total expenditure being more 
than among the rich, contrary to the all-India 
findings (subject to limitations). Health care 
came out to be proportionately a costlier 
proposition to the poor than to the nch. The 
increased burden affected all strata m the 
selected states except Gujarat and Mahara¬ 
shtra where the proportion decreased during 
the period for the rich, the top quintile. Uttar 
Pradesh seemed to be the worst affected as 
compared to the remaining four states. 

The average household expenditure per 
episode (AHE) at current prices is furnished 
by the NSSO and the NCAER surveys 
respectively for 1986-87 and 1990-91 and 
thus could be used for measuring the changes 
in expenditure pattern of the households on 
health care. Further, the AHE being avail¬ 
able for both time periods in respect of 
government and private facilities separately 
enables us to examine the differentials in 
two sources of treatment. For the above 
purposes it is necessary to convert the 
nominal AHE to constant prices. The 
statewise consumer price indices (CPI) for 
different commodity groups in respect of 
rural and urban sectors as obtained by 
Tendulkar and Jain with the base as 197CX- 
7MOO and annual compound rates of 
increase are used in this study. While the 
series on ‘medical care' is available only for 
the urban sector. For the rural sector the 
series is obtained under the assumption that 
the behaviour of increase in CPI of medical 


cure with respect to ^InciegseinCnof'total 
non-food 1 for the rural sector is the same 
as urban. The statewise CPI of medical care 
for rural were first obtained for the year 
1986-67 from the one given in Tendulkar 
and Jain for urban (Table 11). 

Using the average annual rate of increase, 
the CPI of medical care were obtained for 
1990-91. The AHEs as given by the two 
surveys are given in Table 12 at 1990-91 
prices using the respective CPIs further 
adjusted for additional coverage of items. 
Since the NCAER estimates include special 
diet, transport expenses and bribes/tips, it 
has been excluded from the AHE-1990-91 
using the proportions furnished by the 
NCAER. 

The average expenditure per episode 
(AHE) at the all-India level in rural areas 
for private facilities was less than that for 
the government, both increasing during 1986- 
90 though the rate of increase for private 
facilities is observed to be more than that 
for the government. The AHE for urban 


areas strangely enough, decreased dining 
the period for government facilities but 
sharply increased for private sources* As 
distinct from the rural scenario, the private 
facility was much more expensive than the 
government in 1990-91, indicating also a 
higher rise in the cost of private treatment 
in urban areas than in the rural. 

Three categories of states may be 
delineated on the basis of ihe trend in AHE 
for the two sources of treatment. There are 
however, some apparent inconsistencies in 
the two sources of data, particularly very 
low NSSO rural AHE for government 
treatment for Kerala and Tamil Nadu and 
very low NCAER rural and urban AHE tor 
Uttar Pradesh. 

(i) During the period 1986-87 to 1990-91, 
AHE is observed to decline for both the 
sources of treatment in Bihar, Haryana, 
Madhya Pradesh and Uttar Pradesh in the 
rural sector. However, in the urban sector 
this feature of a decline in AHE is observed 
in Karnataka, Rajasthan and Uttar Pradesh. 


Table 11: Statewise Consumer Price Indices for Medical Care and Annual Rates of Increase 
(Compound) for Rural and Urban Sectors 1986-87 and 1990-91 (Projected) 

(Base 1970-71 = 100) 


State 

Rural 


Urban 


1986-87 

(per cent) 

1990-91 

1986-87 

(per cent) 

1990-91 

Andhra Pradesh 

210.50 

7.70 

281.83 

201.80 

7.20 

269 15 

Assam 

327.40 

4.30 

389.04 

308.60 

4 80 

371.54 

Bihar 

304.30 

7.30 

398 11 

288 10 

7.70 

389.04 

Ciujarat 

381,30 

8.70 

524.81 

335.90 

8.50 

467.74 

Haryana 

224.20 

7.10 

295.12 

214.00 

6.30 

275.42 

Karnataka 

263.10 

6.60 

338 84 

245.20 

650 

316.23 

Kerala 

290.80 

7 90 

389 04 

261 20 

6.70 

338.84 

Madhya Prudesh 

290.00 

8.10 

398.11 

282.80 

8.10 

389.04 

Maharashtra 

310.00 

6.90 

407.38 

281.60 

6.70 

363.08 

Orissa 

309.80 

6.70 

398.11 

282 60 

5.50 

346,74 , 

Punjab 

261.30 

8.10 

363.08 

214.50 

740 

288.40 

Rajasthan 

336.20 

9.10 

478.63 

284 80 

760 

380.19 

Tamil Nadu 

190.80 

4.70 

229 09 

186 70 

5.70 

234.42 

Uttar Pradesh 

286.70 

7.40 

380.19 

256.20 

6 30 

323.59 

West Bengal 

212.80 

6.20 

281.80 

221.90 

7.20 

295.12 

All 

277.30 

7.00 

363 49 

254.90 

6.90 

332.8? 


Source: Tendulkar and Jain (1993). 


Tabif 12 Average Expenditure Per Episode in 1986-87 and 1990-91 at 1990-91 Prices 
Further Adjusted for Comparabiijty 


Slate _ Rural _ _Urban 



Government 

Private 

Government 

_Private_ 

1986-87 

1990-91 

1986-87 

1990-91 

1986-87 

1990-91 

1986-87 

1990-91; 

Andhra Pradesh 

101.80 

186.01 

100.37 

351.76 

56.55 

186.85 

114.57 

185,16 

Assam 

135 42 

225.73 

300.71 

332.30 

270.89 

179.61 

105.83 

285.52 

Bihar 

322.26 

211.81 

192.05 

129.97 

124.91 

118.75 

137.33 

184.07 

Cuiaral 

105.71 

121.30 

131.38 

50.59 

117.53 

133.08 

140.78 

138,75 

Haryana 

77.48 

26.05 

101.64 

65.94 

77.48 

52.53 

106 31 

115.16 

Karnataka 

93.27 

103.94 

154.93 

134.34 

166.11 

33 61 

214.86 

47.01 

Kerala 

12.33 

473.20 

93.80 

181.47 

57.60 

143.78 

78 61 

110.13 

Madhya Pradesh 

307.43 

123.05 

147.55 

105.14 

138.26 

140.45 

157 24 

101.73 

Maharashtra 

122.62 

223.53 

11345 

175 88 

120.17 

101.12 

176.12 

210.61 

Orissa 

I 12.90 

101.24 

70.53 

99.89 

61.84 

68.72 

102.57 

100.14 

Punjab 

137.75 

103.37 

116.20 

123.42 

124.91 

102.72 

102.99 

10842 

Rajasthan 

160.74 

313.50 

144.41 

94.80 

1171.94 

130.48 

154.02 

66.02 

Tamil Nadu 

46.08 

63.11 

76.44 

93.82 

59.52 

48.98 

80.73 

191,38 

Uttar Pradesh 

266.67 

82,95 

116.11 

64.25 

249.58 

80.52 

151.56 

103.33 

West Bengal 

83.03 

179.44 

74.18 

152.88 

105.86 

153.08 

133 00 

361.65 

All 

150.44 

159.86 

111.37 

131.70 

135.02 

107.66 

119.23 

151.14 
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(ii) On the other hand, AHE increased and 
thus medical care became more expensive 
in the states of Andhra Pradesh, Assam, 
Karnataka, Kerala, Maharashtra, Tamil Nadu 
and West Bengal in the rural sector. In the 
tlfban sector the medical care became more 
expensive in Andhra Pradesh, Kerala and 
West Bengal. 

(iii) While uniform behaviour of decline/ 
increase was noticed in case of the above 
two categories, in rural Gujarat and Rajasthan 
decline in expenditure on private health care 
was noticed as against an increase in 
government care. Punjab and Orissa are the 
states where there was a decline in the 
expenditure on government care in rural 
areas against an increase in private care. For 
the urban sector there was a decline in 
expenditure on government care in Assam. 
Bihar, Haryana. Maharashtra, Tamil Nadu 
and Punjab against an increase in private 
care. In Orissa, Madhya Pradesh and Gujarat 
however, there was a decline in expenditure 
on private care while the expenditure on 
government care increased. 

Conclusions 

Considering the fact that the household 
sector is the main contributor to the financing 
of health care in India and that lor a small 
proportion of households virtually the cost 
of health care is reimbursed or is covered 
by insurance, health planners would have to 
pay more than a cursory glance at the data 
sources providing insights into the inter¬ 
state differences in household financing. 
Health information system (NSSO Report 
374) is in such disarray that one docs not 
even know the changing morbidity status in 
the country. Health surveys are tew and far 
between with no co-ordination between the 
conducting agencies. The analysis of changes 
tn household utilisation of various facilities 
and expenditure incurred would have been 
far more meaningful if the agencies had 
adopted uniform concepts, definitions and 
the tabulation layout. The NSSO has its own 
10-year programme of socio-economic 
Surveys while the NCAER undertakes ad 
hoc surveys funded by outside agencies with 
their own objectives. The two agencies 
therefore have dissimilar approaches to data 
collection and analysis. Even so, for the 
morbidity surveys, the ministry of health 
could be the common link ensuring com¬ 
parability of results and a reasonable 
regularity of surveys. In addition hospital 
records are in a shambles, in particular the 
expenditure and receipts. 

The burden of health care, defined as the 
proportion of total household expenditure 
on health care, is a simple but important 
.indicator, which could be obtained from 
even the regular rounds of NSSO surveys 
on household consumer expenditure, if only 
the user (ministry of health/planning com¬ 
mission) impresses upon the supplier (NSSO) 
the requirements. From fragmentary evi¬ 


dences it has been shown that the burden 
of health care has increased over time but 
it is necessary to publish this measure by 
fractile groups. As of now NSSO results 
only give an isolated round on the expen¬ 
diture on medicine by MPCE and total 
expenditure by fractile groups, a combina¬ 
tion which is useless for our purposes. While 
regular publication of NSSO results pre¬ 
cludes fractile group tabulation, there are 
instances of the same used by a few analysts 
probably obtained as special tabulations. 
Such tabulations certainly need to be pub¬ 
lished by the NSSO so as to impart credibi¬ 
lity to some of the inferences drawn by 
researchers. 

Macro-level estimates of household finan¬ 
cing of health care indicate that this sector 
spent about Rs 3,200 crore in 1986-87.1.23 
per cent of GDP. More than two-tbirds of 
this amount was spent in the private sector. 
In the mid-1990s the household sector might 
be spending Rs 3,000 crore on health care, 
out of which Rs 3,500 crore alone would 
be on private facilities indicating the existing 
level of private intervention. The current 
debate on privatisation of health care takes 
this into consideration. To what extent and 
at what level is the privatisation to be 
implemented or alternatively, at what level 
is the government machinery to be geared 
up arc issues to be sorted out. The fact that 
rural households account for 85 per cent of 
the total household expenditure and 83 per 
cent of the total payment made to institutions 
provides the rationale tor all out attention 
towards this segment of the population in 
any government policy which on the con¬ 
trary all along carried an urban bias. Pro¬ 
portionately, households spend much more 
on acute cases requiring hospitalisation and 
the hospitals correspondingly, on in-patients 
underscoring the urgent need for better 
hospital management to bringdown the cost 
of treatment. 

A related issue is one of raising additional 
resources by government hospitals. Because 
of the arguments provided by the N1PFP 
study, a 20 per cent recovery would seem 
to be in order. This study which uses both 
the NSSO and NIPFP surveys results 
supplements (his view with the additional 
information that the avenues for revenue 
earning lie more in secondary and tertiary 
hospitals than the smaller ones. It is possible 
to raise additional revenue of about Rs 300 
crore. The additional revenue earned, in 
orderto be effective from utility aspect should 
be made available to the hospitals and not 
transferred to the government consolidated 
funds so that the main deficiency of lack of 
funds for expenditure on the maintenance 
of hospital services could partly be resolved. 
User charges per out-patient and in-patient 
are only indicative averages and would vary 
across states. Further, in line with the 
exemption of the bulk of the patients from 
payment if the policy is toextend free services 


to about 50 per cent otm-p*iitmwd25 
per cent of in-patients, the user charges 
would go up accordingly, the additional 
burden to be taken by the paying category*. 
The fact to be reckoned with however, ts that 
free services would dampen the ushering in 
of health care insurance. 

The evidence of increased burden of health 
care and increased average expenditure 
incurred per episode, the former seen over 
two decades ending 1986-87 and the latter 
over a short period 1986-90 should be of 
some concern to health planner. Some intro¬ 
spection is needed particularly when we 
consider that no abnormal increase m the 
prices of medical care took place when 
compared to total non-lood items [see 
Tendulkar and Jain 19931 indicating that the 
price increase in medical care cannot be a 
reason for the increased burden of health 
care. One possible reason could be the 
galloping rates of morbidity affecting the 
population. No estimate is available on the 
acceleration (or deceleration) of morbidity. 
However, an indirect estimate of 22.5 per 
cent as annual average rate ol increase is 
obtained from the exercise done in this 
analysis on out-patients and in-patients. 
While the estimate could be on the higher 
side, the dimension of such an order should 
prompt the planners to attempt to obtain 
accurate estimates before formulating a 
national health policy. 
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DISCUSSION 


Dressing Up the Deficit 

MKDatar 


YOU have made some interesting 
observations (March 16) on the shifting 
government focus on different concepts of 
deficits which seems to be centred at present 
on primary deficit. While the union 
government’s budget documents have been 
publishing data on different measures of 
deficit in the government budget, the 
Economic Survey 1995-96 has made an 
attempt to decompose primary deficit into 
two components, viz, consumption and 
investment. 

It is interesting to note the way the primary 
deficit is calculated by the government of 
India. It deducts only interest expenses from 
gross fiscal deficit. Primary deficit is a 
measure of the government’s current 
manoeuvrability in immediate reduction of 
the fiscal deficit. As interest expenses are 
governed largely by past borrowing, the 
effect of past borrowings needs to be 
separated. But this needs to be done on both 
income and expenditure side Due to the 
federal form of government, the central 
government borrows and lends a part of 
what it borrows to state governments. As a 
result, interest is significant both as a source 
of income and an item of expenditure. 
Therefore, while computing the primary 
deficit, the net interest expenditure (interest 


expenses less interest income) needs to be 
deducted from the fiscal deficit. Rangrajan 
et al have defined gross primary deficit 
accordingly (C Rangrajan, Anupam Basu 
and Narendra Jadhav, 'Dynamics of 
Interaction between Government Deficit and 
Domestic Debt in India’, RBI Occasional 
Papers , September 1989). The primary 
deficit computed as gross fiscal deficit less 
net interest payments is shown in 
accompanying table. It may be seen that 
while this results in an absolute increase in 
primary deficit, the declining trend in primary 
deficit as a proportion of GDP remains 
unaltered. 

Primary deficit indicates the precise extent 
to which current fiscal actions affect the 
indebtedness of the government. Hence, a 
decline in primary deficit would in fact 
indicate reduced potential to correct fiscal 
imbalance through c urrent fiscal actions. 

The division of primary deficit into 
consumption and investment presented in 
the Economic Suney is somewhat arbitrary. 
The Economic Sun ey 1995-96 assumes that 
revenue receipts of the government like 
interest and dividend are used tor capital 
expenditure alone. Hence it increases the 
consumption deficit and reduces investment 
deficit to the extent of interest and dividend 


receipts. It would be more meaningful to 
decompose primary deficit into revenue and 
capital deficit. 

Primary deficit on revenue account would 
equal revenue deficit less net interest 
expenses. Primary deficit on capital account 
would equal capital expenditure less loan 
repayments. Truly speaking, loan repayments 
alone reflect the effect of past fiscal actions 
and hence need to be separated while 
computing the primary deficit. However, the 
government of India has been taking into 
account sale proceeds from divestment of 
equity in PSUs while computing gross 
fiscal deficit. Hence while computing 
primary deficit on capital account the sale 
proceeds from divestment of PSU equity 
may also be included just like loan 
repayments (see table). Primary deficit on 
revenue account has declined steadily and 
has turned into surplus. This is due to fast 
increase in net interest payments which 
contribute sizeably to the revenue deficit 
When these net interest payments are 
excluded, the deficit on revenue account 
vanishes. On the other hand, declining 
primary deficit on capital account shows the 
decline in the financing of capital expenditure 
through fresh borrowings. But as total 
borrowings and government debt are in fact 
increasing, the decline in primary deficit - 
on both revenue and capital account - only 
indicates the increasing extent to which fresh 
borrowings are necessary to finance net 
interest payments. 


Tahi.l. Primary Drum in Central Government Bnwn 


iRs cr<pre) 



1960-91 

1991 92 

1992-93 

1993-94 

1994-95 

I995-96(RE) 

1996-97(BE) 

1 Gross fiscal deficit 

44632 

36325 

40173 

60257 

57703 

64010 

62404 

2 Interest payments 

21498 

26596 

31075 

36741 

44049 

52000 

60000 

3 Interest receipts 

8730 

10933 

12487 

15078 

15797 

18.369 

21717 

4 Net interest payments 

12768 

15663 

18588 

21663 

28252 

33631 

38283 

5 Gross primary deficit (I *4) 

31864 

20662 

21585 

38594 

29451 

.30379 

24121 

6 Revenue deficit 

18562 

16261 

18574 

32716 

31029 

33331 

33495 

7 Primary deficit revenue (6-3) 

5794 

598 

-14 

1105.3 

2777 

-300 

-4788 

8 Capital expenditure 

31782 

29122 

29916 

33684 

38627 

39483 

41367 

9 Loan recoveries 

5712 

6021 

6.356 

6191 

6345 

7411 

7458 

10 Divestment of PSU equity 


3038 

1961 

-48 

5607 

357 

5000 

11 Primary deficit capital (8-(9+10)) 

26070 

20063 

21599 

27541 

26675 

.31715 

28909 

12 Primary deficit/CDP (per cent) 

5.93 

3 36 

3.06 

4 80 

3.32 

2 61 

1 93 

Revenue 

1.08 

0 10 

000 

1.38 

0.31 

“0 03 

-0.38 

Capital 

4.85 

.3.26" 

3.06 

3.43 

3 00 

2 73 

2.32 


Note : There is an apparent discrepancy in data during 1995-% as components of primary deficit do not tally with the total. 
Source: GOl, Budget Documents 1996*97, February 19%. 
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Minority Status and Fertility 

G B Venkatesha Murthy 


TRADITIONALLY, fertility differentials 
between groups or sub-populations have 
been correlated with differences in socio¬ 
economic characteristics. Differences in 
family size across groups were thought to 
be a function of the variation in the 
composition of those groups on variables 
such as income, occupation, education and 
rural/urban residence. But even when 
differences in these characteristics are 
eliminated through standardisation or some 
other forms of control, the differences in 
family size across sub-populations still 
persist. It is in this context that the paper 
by Abusaleh Shariff ('Socio-Economic and 
Demographic Differentials between Hindus 
and Muslims in India’, EPW, November 18, 
1995) becomes relevant. Though this paper 
makes interesting reading it fails to offer any 
theoretical support to the observed high 
fertility among the Muslims in India. 

I make this statement because Shariff has 
been trained in micro-research tradition, 
where the research goes beyond numbers 
and statistical information and offers 
plausible explanation for the observed social 
phenomenon. But the analysis carried out 
by author has not been able to offer any 
theoretical justification for the observed 
phenomenon. This part of the paper suffers 
from inconsistencies. For example, in his 
introduction he argues “studying the socio¬ 
economic differentials in India at the religious 
aggregation is simplistic and not advisable". 
Thus, the authorfcels that it is not appropriate 
to study the socio-economic differentials in 
relation to religion. However, in his 
conclusion he has different views to offer. 
To quote "This paper however, concludes 
by emphasising the need to strengthen the 
data base which would allow a study of 
ethnic and religious differentials in socio¬ 
economic and educational achievements". 
When it is not advisable to study the socio¬ 
economic differentials in religious 
background, where is the need for data base? 

Presenting the data on fertility separately 
for rural and urban areas by state and rel igion, 
the author concludes that "Fertility among 
the Christians of Kerala is the lowest" (p 
2951). But this is not so - for example, the 
general marital fertility rate (GMFR) in the 
rural areas of Gujarat is 104 as against 118 
of Christians of rural Kerala. Similarly, the 
total marital fertility rates (TMFR) among 
the Christians of Kerala (rural) is 4 whereas 


it is 3.3 in rural Gujarat. The situation is no 
different in urban areas. The GMFR in urban 
areas of Maharashtra and Kerala was around 
79 and 108, respectively. The TMFR among 
the urban Kerala Christian was 3.7 and in 
it was 2.6 among the Christians of Gujarat 
(urban). This being the case one wonders 
how the author can conclude that the fertility 
among the Christians of Kerala as the lowest. 

Child mortality at the age 2 (q 2 ) has been 
considered as a composite and summary 
index of development and standard of living. 
If one goes by this argument, that if q 2 is 
low, then the socio-economic development 
should be high. On the other hand if the 
socio-economic development is low, the q 2 
should be high. But the author’s analysis 
presents an ambiguous picture. In the earlier 
part of the paper he has shown that Muslims 
in India arc relatively poorer than other 
sections of the population; they have recorded 
relatively low level of MPLEs, are not reg¬ 
ular wage earners, are mostly illiterate. If 
one goes by the author’s argument that q 2 
is the index of socio-economic development 
and standard of living, than Muslims in India 
by virtue of their low socio-economic status 
should have experienced higher level of 
child mortality at the age of 2. But this is 
not so. Muslims in India have a low child 
mortality at the age of 2 even though they 
are at a disadvantage socio-cconomically. 
Thus, there appears to be no relationship 
between socio-economic status and child 
mortality at the age of 2. It may not be 
appropriate to assume q 2 as the index of 
development and standard of living. 

The north eastern states have experienced 
illegal migration from across the border 
particularly from Bangladesh during 1970s 
and 1980s. The heavy influx of Bangladeshi 
refugees to Assam led to the Assam agitation 
in this period. The illegal migration from 
across the border, particularly of Muslims, 
may have contributed to high decadal growth 
of population of Muslims in India between 


1961*71 and 1971*81. However, this^wet 
has not received the attention of the author 
in his analysis of population growth of 
Muslims in India. 

Minority status in relation to fertility has 
been studied from different perspectives 
[Goldsheider and Uhlenberg 1969; Roberts 
and Lee 1974; Jiobu and Marshall 1977; 
Lopez and Sabah 1978; Johnson and Ryoko 
1980; Haiti 1987]. Recently minority group 
states hypothesis has been developed as an 
alternative to characteristics-assimilation 
hypothesis. However, this minority status 
hypothesis has not received the attention of 
the author. Application of the minority status 
group hypotheses may help to explain the 
differences between the Hindus and Muslims 
in respect of fertility. Complete testing of 
the minority group status hypothesis 
requires thorough m-depth interviews and 
use of anthropological perspectives such as 
participant observation to appraise exten¬ 
sively the subjects’ lifestyles, cultural values, 
norms and beliefs. Let us hope Shariff who 
has the rich experience of anthropological 
research and participant observation 
methods will test the minority group status 
hypothesis and offer explanations for the 
observed differences in fertility between the 
Hindus and Muslims in India. 
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Get rich slowly: 

the principles of modem investing. 


Modem Investing: It's nothing but informed saving 

Regularly putting aside part of your money is “saving.” A Saver 
generally invests very cautiously, with the main goal being to 
preserve and build on capital, and take a lower level of risk. 
“Investing,” on the other hand, means putting your money to work 
to earn a healthy rate of return. An Investor takes higher risks, 
hoping to achieve higher gains over longer periods. 

Investing is not speculation: most “get rich quick” opportunities also 
carry the risk of getting poor even quicker. 

It is a planned, rational approach to savings and investment, based 
on your goals, your time frame, the return you expect and the 
risks you are willing to take. 

The power of Compounding 

Compounding is probably the most under-rated savings tool 
around. And definitely worth reexamining. 

Simply put, if you continuously reinvest the interest on your 
savings, you will earn interest both on your initial capital and on 
your interest. 

At first, your gains will be small, which is another reason why most 


Effect of 10% compound interest for a period of 30 y 

■ Year 26 

intemt Capital Rs 1063 

InteraatRs 108.3 


YaarO Capital ■ Rs 100 


Rs 100 invested at 10% per annum will give you Rs 110 the first 
year, Rs 121 the next (10% of Rs 110). and so on for as many years 
as you hold your investment By the 26th year, your capital will have 
grown to Rs 1083. and your interest will be Rs 108, more than your 
initial capital!_ 


Take 


people tend to ignore compound interest. But, over a period of 
several years, as you can see in the graph alongside, the growth 
accelerates considerably. 

If you start saving and investing late, you will have to put away larger 
amounts, and take more risks to get the same results. 

Risk is different things to different people 
Research (by ICICI Mutual Fund, with its associate JP Morgan of 
the USA), on different types of investments in India over the last 
16 years, has some interesting findings. 

It has shown that for someone trying to protea their retirement 
savings from inflation, bank f Ds have a concealed risk. That of 
losing buying power through inflation. Because, over the period 
of the study, bank interest rates have been about the same as the 
rate of inflation. 

The fluctuations of the stock market over the study period, in 
comparison, have exposed investors to high short term risks, even 
losses. But, over longer periods - five yean and over • chances of 
losses were considerably reduced. 

Through the principles of Modem Investing, it is possible, to an 
extent, to control the risks of investment. 

Make an informed investment decision 

Knowledge is your most powerful ally when you're planning your 

financial future. 

One of the results of the ICICI Mutual Fund - JP Morgan study is a 
senes of booklets. Among them, A Guide to Modern Investing. It 
explains a few more of the powerful, yet simple ideas behind the 
principles of Modem Investing. 

You can get a FREE copy of this Guide, or any of the others, by filling 
in this coupon and sending it to. ICICI Mutual Fund, P.O. Box 
No. 993, G.P.O., Bombay 400 001. Or, 
if you’re a resident of one of the cities 
listed below, you can order over the 
phone. Delhi: (011) 086 7581, /M\ 

Bombay: (022) *30 1212, yMg&k 

Madrai: (044) 052 5023, 1 — 1 

Bangalore: (000) 559 2500. IOIOI 

on Informed decision mutual fund 


mm a 


pmaWKS ■isiiHi* r Ttq ur[ cyc lT TtAO RJ 

* ' |ai>ia iLg£!£££J JpfjrlJJ* 1 


Please send me a FRH copy of : G A Guide to Beating Rising Prices 
□ A Guide to Life Cycle Investing □ A Guide to Modern Investing 
D Information on future ICICI Mutual Fund schemes 


Occupation: 

Address: 


^Designation:, 


All data contained in this advertisement has been obtained by the concerned organisations to the best extent possible. No warrantee is made as to its accuracy. • This information does not purport to 
represent the performance of any specific security, investment or fund. • Historical returns provide no indication of future performance. • Any divestment in mutual funds or securities is subject ttf 
market risk. • The sponsor of a mutual fund is not responsible or liable for any loss from the operations of the scheme, beyond the initial contribution toward setting up the mutual fund. • Investors 
should study the offer document carefully before investing m any mutual fund scheme. • As with any investment in stocks and shares, the NAV of units in a mutual fend can go up or down depending; 
on the factors and forces affecbne the capital market J 


Ophom THtete few KUd a 







ECONOMIC 

AND 

POLITICAL 



Foutwlif< 4 l ton>ichlnChiudh^ 


What aPrtoiio Pay 1227 

I n taWoanoa Aotncbt: Falaa Cam*PrtoN: Tha 
Oaifcar SMa-Ma d lcal EqMpmanl: Dangavoua 
Sown - South Africa: Two Countrtaa 8HH 1229 

Conymk* 1221 

O y rrW tH^lDl 1222 

—* -*»■ * 

imng roo cno cwi nownwiqf 
•4 mH Qhoah. Atohft San, C P Chandra a ak ha r 1222 


i «- 1 -f-»—* —t 

UMnQ rOOdH® 

—JnAiiQhoa 

OvH Ub a ittt a 


BttMUkaalhJlhj 

IWH Vn oHRi nNponwRy 

—AGNoocanJ 


■ * I Ii ■■li—i ■ —« 

—Aaghar AH Englnaar 
oor jHira sranon 
~8Nm4«an Hantal 

Lok Sabha ElacHona. Balanoa Shm In UP 
—Khpa Shankar 

Auaala. AgrtouRura - Problama of IVanaWon 
—R G Swadhubk 


Tianatomwig ol Political Cuitora: MahHa 
Saroakhya Ekparianot 

-^MathaBatfiwalt 1242 

'SlngP^Aboul tha Dark Tlmaa’. Ba n g Ud at h Drug PoRoy ^ 
Mtoiuadlng Sikh PioWam 

—A 8 Narang 1222 


REVEW OF INDUSTRY AND MANAQEMEMT 
Maaauramant at Capital 8toak m Indian tnduatrtaa 

B to akananOa Raychaudhur M-2 

EMta* of Labour PtodueRMy m Mian Mantfadurlng 
—M Upandar 2>7 

SmaR-Soala Sector: Myth and R ea lty 
-Chandra PooJeiyM M-11 

Modem Smafl Industry In Karnataka: Growth 
and Structure 

—A V Arun Kumar NM9 

Co-apkno Cutura: Managarlakam tn Aga of 
Conaumar Capitalism 

—AR Vkaavi M-22 

Marketing and Sattno in indie n the Year 2000 
-RaJendraHAnaJa M-22 

Market Raa ur gan o a. Oaragukrtion, and Induatrial 
Reaponar. Indian Codon Taxttlas ta 1290a 
—-nnhankarRoy M-S1 

Commotions: Now R and D end Ita 
ritif impiicanont 


ECONOMIC AND POLITICAL WEEKLY 
Httkari House 

284 Shahid Bhanatalngh Road, 
MumbelAOO 001 

Phones 269 6072/73 FAX: (022) 260 8072 
ElM: 2ptMM2hektt.ncM.emel.ln 
Edtor KrtohneRa) 

Senior AseletentEdttor Pedme Pmkeeh 
Assistant Edttor Meheah Geveeker 
Edltoilel Staff Cleatut Antony. Prabhe Pttti 
Gj"*am Navlakha (Dothf) 
Circulation A $ Shetty, B 8 Shemte 
Adveitieement Managers 
M K Aneeil, Kama! Ametsad 
Manager KV|eyekumer 


\WXXXI No 21 ’ May 25,1996 


Changed Industry 

Developments in the Indian cotton textile industry roughly from the end of 
the 1980s represent a departure from the stable historical characteristics 
of die industry, namely, low aad stagnant labour productivity and 
technological backwardness. What has changed? M*31 

Forest Policy: Early Roots 

The depletion of forests in India had begun to assume serious proportions 
by the middle of the 19th century and the colonial British government 
turned to Germany for expertise in forestry. The annals of a German 
forester throw valuable light on the foundations of forestry in 
India which have implications even for the present day. 1265 

Voters* Verdict 

While Muslims have certainly turned away from the Congress, there is 
little evidence of any clear party preference. Hie influence of ‘fatwa’ 
by religious leaders seems to have declined though. 1239 

While the Bahujan Samaj Party has consolidated its dalit base and has 
even won the support of backward Muslims in UP, only an alliance 
with other progressive forces can give it further impetus. 1242 

Hostility between die SP and the BSP rather than a marked rise in the 
support for it explains the BJP’s impressive performance in UP. The 
most significant aspect of the elections is. however, the evidence of 
political assertion by the dalits. 1243 
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Using Food Stocks 

While the Congress government misused 
them to finance liberalised imports 
rather than to feed the poor, the large 
public foodgrain stocks provide an 
opportunity to the new government for 
substantial non-inflationary expansion 
of public works and construction and 
maintenance of infrastructure through 
food-for-work and similar schemes. 1235 


Capital and Labour 

Reliable estimates of net fixed capital 
stock in industry are essential for 
calculation of important economic 
indicators such as capital-output ratio, 
productivity, capital intensity 
and rate of profit. M-2 

Estimates of the elasticity of labour 
productivity in Indian industry point to 
the considerable scope for greater use 
of labour-intensive technologies. M-7 


Women in Politics 

The experience of a small experiment 
in Karnataka suggests the possibility 
of women's political participation 
transforming the culture and functioning 
of local government institutions. 1248 


Not Saving Enough 

Simulations with a dynamic general 
equilibrium model indicate that 
while there may have been some 
underestimation of saving in the 
1990s, saving propensities have 
definitely declined. 1257 


Power Development 

The erstwhile Congress government 
failed to address the real problems 
of the power sector because of its 
enchantment with private and foreign 
participation as a general solution to 
infrastructural problems. Will the 
new government learn the lessons 
of this failure? 1274 


Helping Small Industry 

How successful have been the 
policies of the central and state 
governments to promote small 
industries? Two studies from 
Karnataka. M-11 and M-15 


New R and D 

The way R and D is conducted will 
change significantly in the near 
future as firms recognise that to 
remain competitive they must 
continually assimilate and exploit 
external knowledge, in addition to 
generating new products and 
processes. M-42 


Culture and Capitalism 

Culture and cultural variations 
have recently become key issues in 
business management - in terms of 
seeing cultural diversity as market 
opportunity and integrating cultural 
sensitivity to diffuse hostility to 
capitalism. M-22 
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Sugary Plugs 

M ANU KULKARNI, being a representative 
of a supra-govemmenl organisation like the 
UN, has unfailingly treated readers of EPW 
with sugary plugs for various initiatives of 
the UN, the Indian government and the 
Madhya Pradesh government. Whether it is 
the distinctly anti-third world Social Develop¬ 
ment Summit, the Indian government's 
misguided attempt to force iodised salt down 
the throats of its long-suffering populace or 
the manifestly deficient 73id constitutional 
amendment on panchayati raj, Kulkami is 
always to the fore, turning his pen into a 
bugle, to herald these as harbingers of an 
impending millennium. The latest piece of 
such spurious heraldry is Kulkarni’s 
adulation of Madhya Pradesh chief minister 
Digvijay Singh for his initiative in getting 
a women's policy adopted by the MP 
legislature (March 23), 

Contrary to what Kulkami tries to convey, 
the Women's Policy was not drafted after 
detailed consultations. The original draft 
was prepared in English by an individual on 
contract for the MP government on the basis 
of her personal understanding of the gender 
situation in the state. This was opposed by 
various mass women's organisations on the 
ground that the process was not democratic. 
The government, which is wary of these 
organisations which frequently expose its 
anti-people character, carefully avoided 
inviting them to the workshop to discuss the 
draft which is mentioned by Kulkami. It 
is not a little intriguing that stalwarts of 
feminism from outside the state took part 
in the workshop but none from the state. The 
reason is that the state was represented on 
invitation by ‘durbari’ NGOs on the payroll 
of the government and the UNICEF which 
incidentally Kulkami heads in the state. 
Considering that the Hindi version of the 
draft is extremely abstruse and confusing 
due to sanskritised translation of English 
jargon, it is a moot point as to how many of 
the'hundreds' of women panchayat represen¬ 
tatives who participated in the workshop 
would have been able to understand it. 

As is evident from Kulkami's review, the 
Women’s Policy is fairly progressive for a 
government document, though it will fail to 
stand scrutiny under ecofeminist dissection. 
The point of contention, however, is that the 
MP government has from time to time made 
many such progressive policy statements for 
other deprived sections like the tribals and 
dalits within a liberal democratic framework 
4 without any worthwhile implementation and 
so there is little chance of this policy too 
being implemented. A conviction that is 
strengthened when one learns on enquiry 
that government staff at the district and 
lower levels who are the worst offenders 
against women' s rights have no inkling about 


the policy. The seriousness of the CM in this 
matter can be gauged from the fact that 
simultaneously with the Women's Policy he 
announced a liquor policy that has libera¬ 
lised the sale of country liquor through 
street-corner kiosks. 

The Singh government, right from its 
inception, has as part of a worldwide trend 
begun co-opting the language of protest to 
hide its more nefarious designs. So we have 
pro-people pronouncements on forestry, 
panchayats, watershed development, 
community health and now women and an 
involvement of NGOs in their implemen¬ 
tation and some one or two model villages, 
forest committees, self-help groups and die 
like which are given wide publicity. The vast 
majority of the populace, however, continue 
to wither under the impact of the new 
economic policies. The pages of EPW have 
in recent times been adorned with such 
uncritical appraisals of micro successes and 
insincere policies, quiteafew from Kulkami. 
As a person who holds a revolutionary 
perspective despite the collapse of the Soviet 
Union and is working in the field to counter 
this co-optive thrust by the likes of Digvijay 
Singh and Manu Kulkami, I am not a little 
disturbed that the EPW should continually 
devote valuable space to the clever 
whitewashes that the latter purveys. 

SUBHADRA 


New Politics 

THROUGH this letter we wish to bring to 
your readers' notice the conclusions of a 
seminar on 'Fdrging New Politics' held in 
Delhi on February 24. The seminar was 
attended by representatives of people's 


movements, NGOs and iisteUecMls fhni 
Delhi and other parts of the country; the 
context of the dialogue on Tbrgfoga New 
Politics' wassetfytworigniflcanthtitlativb, 
Onewasti^initiativeofdieNatlonatAllli^ce 
of People's Movements (NAPM) which 
launched a national campaign on tiieeve of 
the elections aiming at a consolidation of 
people's movements and an effective 
intervention in the mainstream political 
process. The other initiative was a substantial 
document articulating the potentials of the 
emerging scenario and locating in it the 
possibilities for the creation of a just and 
participative polity, produced by Initiative 
for National Renewal and Empowerment of 
the People (INREP). The seminar attempted 
to bring together such networks/initiatives 
engaged in efforts to consolidate and cam¬ 
paign for an alternative polity. About 70 
representatives of people* s organisations and. 
NGOs participated in the seminar. TfLi 
participants discussed the ideological ; 
programmatic agenda for a third force drawn 
out in the INREP document. The major 
thrust of the responses from people's 
movements was related to the issue of the 
right to life of the various communities of 
people living close to nature. Traditional 
customary rights and practices related to 
bio-diversity and traditional knowledge and 
traditional systems of production enjoy 
by different communities are steadily getti 
eroded. A reversal of the flow of resourc 
is necessary to strengthen life-suslaininf 
mechanisms. The document needed 
incorporate this dimension more forcefully 
it was suggested. i 
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What a Price to Pay 

A TAL BEHARI VAJPAYEE’S moment of glory as the 
country’s first BJP prime minister has also been, it would 
seem, the secular parties’ finest hour. Never before has there 
been such complete agreement among so many parties, 
stretching all the way from the Congress at one end to the 
CPI(M) at the other. Given this most impressive show of unity 
and the fact that among them these parties command a very 
comfortable majority in the Lok Sabha, it should be the 
simplest of tasks for them to vote the minority Vajpayee 
government out when the motion of confidence comes up for 
voting early next week. Why, then, the endless alarums and 
excursions? Above all, why the desperate anxiety to dance to 
the Congress Party's tune, to fall at Narasimha Rao’s feet (as 
Deve Gowda was seen by millions of TV-viewers almost to do 
after -his selection as the prime ministerial candidate of the 
then Third Front now rcchristened United Front)? 

Since the BJP and its allies have only a little more than one- 
third of the seats in the Lok Sabha there is not the slightest 
chance of their government surviving. It should have been 
obvious to anyone that at this particular juncture the Congress 
Party and its leader have no alternative but to oppose the BJP 
government for their own reasons. It was altogether 
unnecessary to see in this act of pure self-preservation a 
fanciful return of a chastened Congress to the secular fold 
and to issue gratuitous certificates to it wiping out the still 
fresh memory of the Narasimha Rao government's nefarious 
role in the Babri masjid episode which all the parties now 
constituting the United Front, and the Left parties in parti¬ 
cular, once used to acknowledge as a watershed in the 
communalising of the country’s polity. The results of the 
recent elections and such details of the voting as are available 
do not suggest that the Muslims at any rate saw any reason to 
change their opinion of the real character of the Congress. But 
no matter, the parties of the United Front which were only the 
other day vying for Muslim votes by attacking the false 
secularist claims of the Congress have chosen to change their 
minds. 

To suggest that this is a price which has to be paid to keep 
the fascist hordes at bay by defeating the minority Vajpayee 
government in parliament is to add insuh to injury. And, 
besides, is this the only price that has been agreed to be paid? 
What about the economic policies of the Congress and the 
erstwhile Narasimha Rao government? Till just the other day 
the constituents of the United Front, and once again the Left 
parties especially, saw it as their political mission to save the 
country and the overwhelming majority of the people from the 
disastrous consequences of these policies. The Narasimha 
Rao government had been charged with slavishly carrying out 


the dictates of the IMF and the World Bank, of selling the 
country out to foreigncapital, of handing over public assets in 
the form of the shares of government enterprises to private 
business interests for a song, of doing irreparable damage to 
the growth prospects of the economy by slashing public sector 
investment and capital formation, of depriving the large 
masses of the people of even minimal social services by 
cutting government spending in such areas as health and 
education in the name of fiscal prudence, of generally paying 
court to economic policies which were making die poor 
poorer, helping the rich grow richer, worsening unemployment 
and so on and so forth. But that was yesterday. From today not 
a word is to be breathed about such matters. Has not Narasimha 
Rao said quite plainly that the Congress was not going to 
support the United Front with its eyes closed? 

Is even that all? What about corruption? By a symbolic 
coincidence, just when the Congress Party's erstwhile critics 
in the United Front have been declaring their willingness to 
forgive and forget everything, a division bench of the Delhi 
High Court has turned the spotlight on the political pay-off 
case involving four Jharkhand Mukti Morcha MPs who had 
saved the Rao government in a no-confidence motion in 1993. 
The judges have criticised the CB1 for having registered a 
’bad’ FIR - by implication with a view to keeping the then 
prime minister outside the ambit of investigation of the case 
- and directed it to register a ’regular case*, noting that the 
investigation of the case ’’cannot brook further delay”. But 
then this and other such cases (the neat little St Kitts caper, for 
instance) are matters in which the United Front will have to 
engage in even more careful pussy-footing since they concern 
the former prime minister quite personally. 

In sum, it is as if the recently-concluded general elections 
had not taken place at all, as if the parties now forming the 
United Front had not fought the Congress in these elections 
charging it with its wishy-washy secular record, its anti¬ 
people economic policies and its monumental corruption, as 
if the voters, convinced by the veracity of the case put before 
them, had not handed the Congress Party a resounding defeat. 
By their opportunist manoeuvres in the brief post-election 
period the constituents of the United Front have as effectively 
negated the mandate of the people as it is possible to do. 
Clearly, the Left parties at least have not been altogether 
successful inquelling their sense of unease. Hence the political 
contortions they have allowed themselves to be drawn into - 
such as being part of the United Front but declaring that they 
will not join the government which the Front may be called 
upon to form. Such contrived attempts to dilute their 
accountability will not, very clearly, wash. 
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False Cases 

IN the di n and bustle of the recently concluded 
electoral battles, one revealing incident has 
quietly slipped the attention of the people. 
Early in May, the CB1 officially closed the 
infamous 1SR0 spying case, after accusing 
its fellow sleuths in the Intelligence Bureau 
of torturing the persons arrested in the case to 
make false statements. In its report, the CBI 
stated that there was no evidence of money 
changing hands or the recovery of any 
classified documents. It appears that the entire 
fraudulent exercise was intended to nail the 
inspector general of police Raman Sri vastava 
by involving him in an espionage scandal. 
For this purpose, two ISRO scientists and 
two Maldivian women were implicated and 
forced to identify Srivastava as the guilty 
person. But in its game to manufacture a 
spying scandal, the IB and the Kerala police 
have now got themselves embroiled in a 
much worse scandal - a sham espionage case. 

Incidentally, this is not the first time that 
Indian intelligence agencies have been caught 
fabricating evidence to build up false cases 
against innocent people. Some 17 years ago, 
the nation was shocked to hear of the 
involvement of 50 odd army personnel in 
what came to be known as the Samba spy 
case. Later investigations revealed that some 
officers of the military intelligence had falsely 
implicated them to wreak personal ven¬ 
geance. Here also the military intelligence 
resorted to torture of the alleged spies, as a 
result of which one havildar died in custody. 
Even though this was brought to the notice of 
the then prime minister Moraiji Desai, he 
chose to hush up the incident. A series of 
inquiries into the Samba case, including one 
by retired officers of the IB, indicted the 
military intelligence authorities for framing 
the accused and a report to that effect was 
submitted to another prime minister, Indira 
Gandhi. As usual, no step was taken either to 
rehabilitate the victims or punish their 
persecutors. Some of the victims went to the 
court seeking justice. The hearing is yet to 
take place. 

The army is apparently a sacred cow in the 
Indian administrative system. No government 
at the centre, irrespective of its political 
colour, dare expose its brutalities and punish 
guilty army officers, lest these mighty defen- 
dersofthelndianstatebecome "demoralised’. 

but whatever compulsions the government 
at the centre might have for protecting its 
various intelligence agencies, trumped-up 
cases like Samba and ISRO have serious 
implications for the rights of citizens. The 
proliferation of intelligence agencies and the 


intopowerftil immstei^ often fighting among 
themselves. Personal vendetta seems to be 
one reason for such fabrication of espionage 
cases against colleagues who may be rivals, 
or unwanted for some reason or other. Since 
the charge of spying for a foreign country is 
deemed as treason, and the paranoid ministers 
in New Delhi are all too willing to believe 
such charges, it is the most convenient tool to 
nail people, and leave the rest to the media to 
whip up public opinion against them. Even if 
after proper investigation they are found to 
be innocent, the damage is already done and 
most of them are shattered * both mentally 
and physically. It is a shame that there are no 
organisations or individuals to campaign for 
these unsung Dreyfuses of India. 

PRICES 

The Darker Side 

THE seemingly steady decline in the annual 
inflation rate as measured by the point-to- 
point variations in the wholesale price index 
(WPI) from 8.6 per cent towards the end of 
October 1995 to 4.9 per cent at the end of 
March 1996 and 4.4 per cent as per the latest 
index for May 4 has been a cause for much 
mutual back-slapping among the proponents 
of the economic "reforms’, howsoever 
contrary these statistics may be to the actual 
day-to-day experience of the ordinary people 
of endless rise in the cost of living. What is 
also ignored is that even going by the WPI, 
the rate of inflation in the post-reform period 
since 1990-91 has been the highest for any 
comparable period. Further, government 
policies can claim little credit for the recent 
decline in the inflation rate. 

In the whole of the 1980s,from 1981-82 to 
1989-90, in no year did the average inflation 
rate measured by the WPI touch the two- 
digit mark. The actual increases in WPI 
ranged from 4.5 per cent to 9.8 per cent and 
the annual average for the nine-year period 
was 6.9 percent. In 1990-91, the interregnum 
before the reforms began, there was a 10.3 
per cent rise in WPI. In the next five years of 
the reform, the annual inflation rate ranged 
from 4.9 per cent to 13.7 per cent, with the 
average of 9.6 per cent - a clear 40 per cent 
higher than in the decade of the 1980s. 
During both periods, prices of "food articles’ 
led the inflationary thrust. But while the 
annual average rate of increase in the WPI 
for "food articles’ was 8.2 per cent during 
1981-82 to 1989-90, during the last five 
years it has been 1L4 percent. In the nine- 
year period 1980-81 to 1989-90 the price 
index of agricultural products rose by 74.4 


rose by 66.8 per cent. 

Nor is the current deceleration in die 
inflatkmrateanysignoftlwmacro^eoonotnfe 
situation being under control. In fact every 
macro-economic financial indicator has 
experienced adeterioration in 1995-96. Take 
the monetised deficit, the major source of 
primary money expansion. The latest data 
after the closure of government accounts 
show that net RBI credit to the central 
government rose by an unprecedented 
amount ofRs 19,855 crore or about 1.8 per 
cent of GDP in 1995-96 against Rs 2,130 
crore in 1994-95 or 0.23 per cent of GDP. 
The rise was about two-thirds larger than the 
average monetised deficit in the previous 
four years. The earlier highest annual rise in 
net RBI credit to the centre had been in 1991 
at Rs 14,746 crore (2.75 per cent of GDP). 
Likewise, the centre’s gross fiscal deficit has 
exceeded the budgeted amount of Rs 57,634 
crore (5.5 per cent of GDP) at Rs 64,010 
crore (5.9 per cent of GDP) in the revised 
estimates and the final outcome is expected 
to be between 6 and 6.5 per cent of GDP. 
Similar deterioration has taken place in the 
external sector, where the current account 
deficit in 1995-96 is likely to have touched 

I. 9 per cent of GDP against 0.8 per cent in 
1994-95. These numbers apart, central 
government finances were under acute 
pressures in 1995-96and there were pressures 
also in the foreign exchange market which 
were reflected in the call money rates reaching 
dizzy heights and the rupee depreciating 
from about Rs 31.34 per US dollar to 
Rs 34.50. Not that these financial indicators 
are a dominant influence on inflation, but the 
government's claim of macro-economic 
stability yielding the deceleration of inflation 
is certainly without any basis. 

The arresting of inflation is attributable 
instead to certain structural factors. 
Foodgrains output is now put at 192.6 mn 
tonnes in 1995-96, on top of a bumper crop 
of 191.1 mn tonnes in 1994-95. It was the 
eighth successive year of relatively high 
agricultural output. On account of the 
burgeoning stocks of foodgrains with the 
public procurement agencies, which had 
touched a peak of 36.5 mn tonnes in July 
1995, and bereft of any ideas on use of these 
stocks for employment generation and 
creation of productive assets, the government 
resorted to open market sale (and export) of 
grain. Theofftake from the public distribution 
system was 17.2 percent higher at 13.93 mn 
tonnes during April-February 1996 against 

II. 89 mn tonnes during the corresponding 
period of the previous year. A second reason 
for the moderation of the inflation rate has 
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beeatbeddiberate postponement, tor 
political reasons, by dre erstwhile Congress 
government of increases in the administered 
prices of goods under price control. This is 
particularly trueof fertilisers, coal, petroleum 
products and electricity. Even in respect of 
foodgrains, the issue prices of foodgrains 
have remained unchanged for more than 
two years now since February 1994. As a 
result, food and fertiliser subsidies, which 
were budgeted to be brought down horn 
Rs 10,872 crone in 1994-95 to Rs 10,650 
crore in 1995-96, have in fact increased to 
Rs 12,235 crore or by about 15 per cent. 
Similarly, because of the delay in raising 
petroleum product prices despite the large 
depreciation of the rupee, the oil pool account 
has gone into a massive deficit of Rs 6,400 
crore at the end of 1995-96. Between 1990-91 
and 1993-94, there was a 47 per cent rise in 
the WPI of ‘fuel, power, light and lubricants*. 
an average of 13.8 per cent per annum. But 
in 1994-95 the index rose by just 2.4percent 
and in 1995-96by 0.5 percent. It isestimated 
that if these overdue increases in adminis¬ 
tered prices had been effected, there would 
have been a direct addition of at least 3 
percentage points to the annual inflation rate 
taking it to over 8 per cent, quite apart from 
the cascading effects. 

Though the latest WPI for May 4 places 
the annual inflation rate at 4.4 per cent, the 
increases in prices of a number of crucial 
commodities have been much larger. The 
price index for ‘food articles*, for instance, 
has risen by 8.3 per cent, that for pulses by 15 
per cent, vegetables by 18.2 per cent and 
fruits by 17.5 percent. Among manufactured 
food items, grain mill products have 
experienced an increase of 12 percent, bakery 
products of 16 per cent and salt of 75.5 per 
cent. Despite these increases, if overall 
inflation has been moderate, the reason is the 
decline in the prices of particular commodity 
groups - the price index for fibres has 
registered a fall of 15.3 per cent in the past 
one year, that for sugar, khandsari and gur of 
6.2 per cent and the index for oilseeds has 
shown no change. Except for cement whose 
price index increased by 10.2 percent, prices 
of a series of basic and capital goods like 
metals and metal products, machinery items 
and transport equipment have all experi¬ 
enced moderate increases ranging from 2.4 
percent to 6.2 percent because of constraints 
of finance and sluggish investment and 
consumer demand. Fertiliser prices have risen 
by only 1.1 per cent because of the post¬ 
ponement of administered price increases 
as referred to earlier. 

During the entire reform period, prices of 
basic consumption items have experienced 
considerably higher increases than the general 


/ 
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general WPI has risen by 58.2 per cent, the 
index for ‘food articles’ has increased by 68 
per cent, for foodgrains by 66.5 per cent and 
for pulses by 91.3 per cent. During the same 
period, vegetable prices have risen by 105.9 
per cent, fruits by 69.5 per cent, eggs, fish 
and meat by 91.2 per cent, coffee and tea by 
70 per cent, edible oils by 65:6 per cent, salt 
by 211.2 per cent and cotton textiles by 81.6 
percent. Electricity tariff has been raised on 
an average by 88.3 per cent. 

The rapid increases in prices of items of 
common consumption are reflected in the 
consumer price indices (CPI). The point-to- 
point rise in the CPI for industrial workers 
was 8.9 per cent in 1995-96, only a shade 
lower than that in the previous year (9.7 per 
cent). On a monthly average basis, the rise in 
the index touched the two-digit mark at 10.1 
per cent and was very close to that in the 
previous year (10.3 per cent). No doubt 
reflecting food prices in the open market, the 
CPI for agricultural labourers rose by only 
7.4 per cent in 1995-96 as against a 10.6 per 
cent rise in 1994-95, but the average rise in 
the previous four-year period from 1991-92 
to 1994-95 had been as much as 14.1 percent 
per annum. 

Apart from pushing down further the levels 
of living of the majority of the people at a 
lime when the growth of incomes and 
employment has been sluggish and when 
social infrastructure support for the poor has 
been significantly curtailed, the accelerated 
inflation during the post-reform period has 
distorted the priorities of development and 
shifted resources massively in favour of a 
variety of unproductive activities and trading, 
which in turn hasgiven rise to sharp increases 
in the prices of real estate and in the demand 
for gold and silver and items of conspicuous 
consumption. All these developments put 
together have begun to hurt domestic saving 
with serious long-term repercussions for 
investment and growth. 

MEDICAL EQUIPMENT 

Dangerous Scam 

THE disarray and mismanagement in the 
health sector, especially private, is becoming 
inorcaringly evident. And with each new 
revelation, grows the possibility that we are 
on the verge of a major health crisis. 

Late this week the Delhi High Court issued 
a directive to the health ministry to set up a 
fact-finding committee to inquire into the 
allegations that several private medical insti¬ 
tutions have imported medical equipment, 
worth a total of Rs 5,000 crore, into the 
country witheustomsduty waiver certificates 


issued by the director general of health 
services (DHS) on allegedly false grounds. 
Such waivers are issued only on condition 
that for a certain proportion of the time the 
equipment will be used to treat patients 
without charge or for ‘charitable purposes'. 
A public interest case filed by the PUCL 
alleges that at least 19 hospitals all over the 
country have made use of such provisions to 
import very expensive equipment like CT 
scans, auto analysers and ultrasound 
machines with little evidence of having 
fulfilled the 'charitable service* condition. 
The significant point is that the case exposes 
only the tip of the iceberg. 

It uncovers several aspects of the medical 
care industry which need urgent attention. 
First, the wai ver notification itself. The DGHS 
has claimed in court that it issues such waivers 
on the basis of recommendations made by 
the state offices and has no mechanism to 
check the bona fides of the applicants. The 
health ministry says that it has no jurisdiction 
over medical equipment imports whichcome 
under the purview of the DGHS. The state 
offices of the directorate have not made any 
statements, but it will soon become clear that 
they have no mechanism of checking these 
institutions either, mainly because most states 
do not have any legislation governing private 
institutions. And even if a law has been 
enacted, such as in Maharashtra which has 
the Nursing Homes Act, the state govern¬ 
ments have been tardy in framing the rules or 
the legislation is applicable in large cities 
only. This essentially means that there is 
virtually no control or monitoring of private 
institutions. In these circumstances to even 
have such a provision as exemptions on the 
basis of service provided becomes merely a 
channel for importing equipment without 
paying duty. 

Secondly, import of new drugs has to go 
through some procedures (however inade¬ 
quate) which look into aspects of their safety 
and efficacy. There is no similar requirement 
for medical equipment. In fact there are no 
controls and no monitoring of the use of 
medical equipment in the country. In the US, 
the Office of Technology Assessment 
(OTA, now disbanded) examined every new 
technology and certified its use and laid 
down the safeguards. In India, neither the 
professionals trained to operate these medical 
mechines nor the state administration has 
made any move towards formulating 
guidelines for use or looked at the safety and 
efficacy aspects of the hardware. Ironically, 
some of these techniques, such as ultrasound, 
have been assumed to be harmless because 
they are used externally. And yet it is only a 
few years ago that any attempt was made 
even internationally to study the negative 




effects of ultrasound exposure. Similarly, 
the safety guidelines for X-ray use and 
operation, in place for decades, are hardly 
followed in the thousands of X-ray ‘shops* 
because there is nobody monitoring its use 
nor penalising misuse. The certification of 
medical equipment by the manufacturers or 
even by an equipment certification authority 
(like the Indian Standards Institution) is not 
sufficient in the case of medical hardware. 
There is an urgent need for a comprehensive 
certification authority for the use of techno¬ 
logy in medicine. This is a complicated task, 
but it needs to be undertaken if the increasing 
misuse of equipment is to be controlled. 

Thirdly, once an institution acquires 
expensive equipment (even though without 
paying duty) the equipment has to be made 
to yield profits. This means that there will be 
overuse and misuse of equipment leading to 
a larger number of people being exposed to 
the risk of such misuse. In addition, of course, 
as so many studies have shown, the overuse 
of diagnostic procedures (including equip¬ 
ment) is a major factor contributing to the 
rise in medicare costs. 

Clearly, this is one area where not the state 
but concerned professionals and their 
associations ought to take the initiative to 
move towards some sort of monitoring 
mechanisms for medical technology, such as 
has happened to some extent in the computer 
industry - instead of being content with 
underlining the inevitability of the outcome 
of haphazard planning. 

SOUTH AFRICA 

Two Countries Still 

EVENTS in South Africa this month - the 
adoption of the new constitution and a day 
later, the resignation of de Klerk and his 
party from the government - can be seen as 
a part of the maturing process of a nation set 
on the path of establishing and institu¬ 
tionalising a democratic state. It could also 
well be the beginning of an era of divisive 
politics, which even with the right party in 
power, will only end up with issues of 
development, growth and distribution 
becoming subject to parliamentary one- 
upmanship at best, and to the dictates of 
funding agencies with their one-poi nt agenda 
of economic reforms at worst. Much depends 
on the party in power, the African National 
Congress and how quickly it can consolidate 
its ideological and programmatic perspective. 
Already, over the year, ANC’s alliance 
partners, the Communist Party of South 
Africa (CPS A) and the Congress of South 
African Trade Unions (COSATU), have in 
various ways expressed their dissatisfaction 
at ANC’s implementation of the Develop¬ 


ment awlRecottstfuc^ 
adopted by the alliance two years ago. The 
new constitution tod has been severely criti¬ 
cised in certain quarters, especially among 
the poor blacks and the influential labour 
unions. And it is easy to understand why. 

The new constitution includes many 
compromises accepted by both partners in 
the Government of National Unity because 
of the urgency to pass the document before 
the legal deadline. Among the controversial 
issues in the draft constitution was the clause 
on employers’ right to declare lock-outs. 
The compromise, although ttdoes not include 
this in the bill of rights, reasserts the 
constitutionalityofthe new Labour Relations 
Act which allows for defensive lock-outs. 
This clause was itself much debated in the 
National Development and Labour Council, 
aforum bringing together government, labour 
and capital to formulate a new economic and 
industrial strategy. Large sections of the 
black trade unions see this as a curbing of the 
workers' right to strike. In fact earlier in the 
month COSATU called its first nationwide 
strike since the new government took office 
to protest against the lock-out provision being 
proposed as a part of the bill of rights. This 
issue is one among the many which bring out 
the inevitable problems of trying to strike a 
balance between the rights of workers and 
those of employers. This is especially 
disturbing in the context of the weakening of 
the trade union movement and what some 
feci have been the diluting of workers’ rights 
on collective bargaining, etc, in the eagerness 
to present a picture of industrial amity and 
productivity to attract investment. For 
instance, the new labour law gives precedence 
to work place forums for arbitration over 
collective bargaining mechanisms and trade 
unions. In the context of the labour movement 
having lost several of its leaders who have 
been inducted into government and a static 
membership over the past two years, this is 
being increasingly construed as moving 
towards a sell-out of labour. As was evident 
in the deliberations of the SACP in its Ninth 
Congress in April last, there is a feeling that 
the RDP has been compromised and is being 
allowed to be derailed by the ANC’s partner 
in government. The RDP was proposed and 
moved by the COSATU as a means of 
committing the ANC, once in power, to 
meeting the social needs of the oppressed 
masses. But the RDP has come a cropper in 
the state’s enthusiasm towards adopting the 
IMF-World Bank formula: export-led growth 
and trade liberalisation and the creation of an 
investor-friendly environment. Thus the 
RDP, it was decided, would not be financed 
through increased government expenditure 
(which is being cut) but through privatisation 
of state assets, in the beginning mainly of 



public utilities and this has eotne in for 
extensive protests from workers. Also, this 
means that virtually the RDP remains only 
on paper. While the RDP has made some 
progress in the areas of providing healthcare 
and nutrition support to vulnerable groups 
(though few additional physical resources 
have been created, thus putting a strain on 
existing infrastructure), areas like housing 
development have made little progress for a 
variety of reasons, mainly the lack of access 
to adequate land. Further, while the new 
constitution allows forthe framing ofiaws to 
acquire private property for “land and water 
related reforms in order to redress the results 
of past racial discrimination*’, it does not do 
away with white property rights. 

Yet another of the highly controversial 
sections of the constitution has been that 
dealing with state support to whites only 
schools which perpetuate the Vcrwoerdian 
apartheid philosophy and take away a large 
chunk of state resources for education - the 
state has continued to spend three times more 
on a white child’s education than on a black 
child’s. The amended constitution provides 
for legislative protection for such schools 
though not constitutional guarantees, but 
does not preclude these schools from 
receiving state aid. Against the background 
of the failure of the RDP to achieve even 
minimum objectives on the education front, 
this provision has not been accepted with 
equanimity by the ANC’s alliance partners. 

There is also the criticism that by refusing 
to legislate for affirmative action the 
government is allowing the continuation of 
white racism. Commentators have alleged 
that blacks have in fact moved back into the 
shadows - top positions in the financial 
sector remain white-occupied. When the first 
minister of finance quit, no attempt was 
made to seek a black minister forthe post, but 
instead another while ’captain of industry' 
was recruited. Even when blacks have taken 
over businesses and enterprises, company 
policies continue to be pro-employer, 
exhibiting tittle sensitivity to labour issues. 
There has hardly been any effort to expand 
opportunities for black professionals, nor 
are sustained efforts evident towards 
integrating white communities. In short, the 
two South Africas remain divided and this is 
evidenced further by social indicators: while 
the country as a whole is 80th of 174 countries 
in terms of GDP. black South Africa would 
sink to 128th place. In fact while the overall 
position of the country has improved in the 
last five years, black South Africa's position 
has worsened. 

It is in this context that the withdrawal of 
the National Party from the government must 
be viewed. 
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Rsrpftnifhig Piwforte Rang* 

; FORMERLY known as Eskayef, Smithkline 
Beecham<SB)I^aimacettocaU,witha40per 
fccnt equity stake of Smithkline Beecham, 
foosed die financial year ended December 
1995 with net sales ofRs 310 crore, up by 
28percent from Rs242crore in the previous 
' year.Otherincomemovedupby21 percent. 
Total income showed a rise of 28 per cent 
compared to the previous year. Interest costs 
moved up by 57 per cent. Provision for 
depreciation and tax moved up by 57 percent 
and 21 percent, respectively. Net profit stood 
atRs 36 crore, up by 33 percent from Rs 27 
crore in the previous year. The company 
incurred an expenditure of Rs 7 crore in 
1995 on account of a voluntary retirement 
scheme which was availed of by 208 
employees. The directors have recommended 
two tnterinm dividends aggregating 57.50 
per cent and hence no final dividend has 
been recommended. The improved per¬ 
formance has been attributed to better price 
realisations and stringent expenditure 
management. The company* s manufacturing 
facility at Mysore has recieved the ISO9002 
certification for manufacture of bulk 
chemicals and conventional oral release 
formulations. 

SB's export earnings increased from 
Rs 5 crore to Rs 7 crore. The " company 
enjoys good markets in Bangladesh, 
Philippines, Sri Lanka, Switzerland, France 
and Nigeria. Contributing to exports is the 
arrangement that the company has with 
Smithkline companies overseas by which 
these companies source their export require¬ 
ments from India, instead of manufacturing 
formulations themselves. SB’s rationale for 
such a strategy stems from its ability to offer 
bulk drugs at competitive prices and its 
locational advantage. As an Indian pharma¬ 
ceutical company, SB has the advantage of 
lower prices in the international market and 
secondly the Indian subcontinent is closer 
to the target market of Africa. Currently 
ampiciUin and stelazine manufactured inlndia 
are exported to Africa and Russia, 
respectively. 

Inordertocope with the increasing demand 
for malted food, the company has expanded 
its production capacity by adding one more 
tine of production utilising existing 
technology. The company plans to continue 
its policy of expanding its product range by 
identifying products in related areas of 
operations. 

The company takes advantage of its parent 
company's Rand D tolaunch new products 
inlndia. Last month the company introduced 
Bactrobam, a skin ointment, in die toad 


market. Bactrobam is claimed to be capable 
of replacing oral antibiotics. 

GARDEN SILK MILLS 

Rise in Costs 

Incorporated in July 1979as aprivate limited 
company under the name Vareli Weaves, the 
company went public in 1987 as Garden Silk 
Mills. One of the largest manufacturers of 
dyed and printed fabrics, sarees as well as 
dress materials, it has a range of chiffons, 
gorgettes, crepes, made mainly from polyester. 

Net sales for the year ended June 1995 
stood at Rs 240crore a fall of 4 per cent from 
Rs 250 crore in the previous year. Total 
income was down by 19 per cent Interest 
costs were down by 2 per cent. Provision for 
depredation moved up by 32 per cent Aided 
by a nil tax provision, the company ended 
with a net profit of Rs 10 crore, down by 65 
per cent from Rs 30 crore recorded in the 
previous year. A dividend of 27 per cent has 
been recomended by the directors. 

The unsatisfactory performance of the 
company has been attributed to the substantial 
increase in the cost of raw materials coupled 
with the sluggish demand of polyester filament 
yarn (PFY). The increases in the prices of 
purifiedterepthaJicacid(PTA)andmono ethyl 
glycol (MEG) adversely affected the 
production of polyester chips, the main raw 
material for the manufacture of PFY. The 
company was also hit by the levy of exdse 
dutyontexturisedyam.animportant comp o nent 
for the manufacture of good quality fabric. 

The company continued in its efforts to 
introduce new qualities, weaves and prints. 
Though exports fell marginally, ready-to-wear 
garments were exported tor the first time which 
were well received. The company is now 
exploring thepossibilityofenteringiiew markets. 

To improve sales, Garden Silk Mills has 
invested in the CAD CAM system to aid in 
the designing and printing of fabrics. 
Moreover, it has franchised outlets indifferent 
cities to market men’s designer-wear under 
the brand name *Vareli Clothing* and 
reportedly the response has been promising. 

IFB 

Focus on Automotive 
Components 

A leading manufacturerof washing machines, 
IFB has the equity participation and technical 
collaboration of Heinrich Schmid AGof Swit¬ 
zerland. Fine blanking, the process by which 
smooth and accurate machine parts can be 
made automatically is IFB’s strength. Other 
mqjor collaborators are RHW of Germany, 
with whom IFB has tied up for car seat 


assemblies; Autoliv of Sweden for automo- 
ti ve seat belts and Siemensfor electric motors. 

The company closed the financial year 
ended June 1995 with a sales turnover of Rs 
182 crore, up by 109 per cent over Rs 87 
crore recorded in the previous year. Other 
income increased by 115 per cent Interest 
cost moved up by 28 per cent Provision for 
depredation and tax moved up by 51 percent 
and67 percent, respectively, doing little harm 
to the net profit which increased by 88 per 
cent from Rs 14 crore in the previous year 
to Rs 26 crore for the year under review. A 
dividend of 30 percent has been recommended 
by the directors. 

In 1994-95, IFB sold 39,693 washing 
machines accounting for sales of Rs 82 crore 
against 24,836 machines in the previous year 
which accounted for a sales turnover of Rs 
47 crore, resulting in a 72 per cent rise in 
value terms and 59 per cent in terms of 
volume. In 1994-95, the washing machine 
market for 5,00,000 machines was estimated 
at Rs 800crore. With 50 per cent of turnover 
coming from washing machines and a market 
share of 5.1 per cent, IFB is nextto Videocon 
which has a 55 per cent share and BPL which 
has a 19 percent market share. The company 
has made major improvements to its washing 
machine since 1990. Except the timer, IFB 
today makes the whole machine with in-house 
technology. The company’s technical colla¬ 
boration with Bosch expired in 1995 which 
has not been renewed. The use of the Bosch 
name envisaged payment of 3 per cent royalty. 

The company has been quick to spot 
opportunities. It got into the making of seat 
belts a year before the legislation made seat 
belts mandatory on all new motor vehicles. 
RHW Autoliv, its subsidiary, in its first year 
of operations notched up sales of Rs 25 crore 
with a profit of Rs 1.5 crore. The three manu¬ 
facturing subsidiaries, European Fine 
Blanking, RHW India and RHW Autoliv are 
also undergoing substantial expansion 
programmes to tap the growing automobile 
market. Almost 50 per cent of the company’s 
total production is exported and is used by 
major European, American, and Malaysian 
automotive manufacturers. 

IFB’s fine blanking division specialises in 
the manufacture of precision tools and has 
two manufacturing bases both of which have 
been certified with the ISO9002 accredition. 

The company is launching three new 
products, namely, dish washers, clothes dryers 
and microwave ovens under technology 
transfer from Asko Cylinda of Sweden for 
a one-time payment of $ 5 lakh and 2 per 
cent royalty for five years and plans to invest 
Rs 300 crore in the next two years for the 
entire range of Asko products in India. The 
dryer unit is to be set up in Goa and the 
microwave oven plant in Bhopal at a cost of 
Rs67 crore. The expansions are to be funded 
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1 Net sales 

30961 

24229 

24074 

24974 

18274 

8734 

2 Value of production 

32466 

25356 

22381 

26045 

18727 

8804 

3 Other Income 

1000 

826 

* 217 

1951 

1073 

496 

4 Total income 

33466 

26182 

22598 

27996 

19800 

9302 

5 Raw materials/stores and 
spares consumed 

11622 

7975 

8867 

12780 

11526 

4509 

6 Other manufacturing expenses 

901 

835 

3750 

5200 

461 

365 

7 Remuneration to employees 

2217 

1932 

1263 

1082 

542 

447 

8 Other expenses 

11998 

9948 

4511 

2933 

2956 

1381 

9 Operating profit 

6726 

5492 

4207 

6001 

4315 

2600 

10 Interest 

283 

180 

1889 

1927 

753 

588 

It Crossprofit 

6559 

5325 

2689 

4207 

3562 

2012 

12 Depreciation 

557 

462 

16S2 

1248 

827 

549 

13 Profit before tax 

6002 

4863 

1036 

2958 

2735 

1463 

14 Tax provision 

2436 

2176 

0 

0 

125 

75 

15 Profit after tax 

3566 

2657 

1036 

2958 

2610 

1388 

16 Dividends 

1631 

1560 

973 

960 

381 

248 

17 Retainedprofit 

1935 

1127 

63 

1998 

2229 

1140 

Lftabilities/assets 

18 Paid-up capital 

2836 

1418 

3604 

3604 

1271 

1271 

19 Reserves and surplus 

6826 

6265 

32751 

33388 

16412 

14164 

20 Long-term loans 

729 

274 

14596 

8022 

6134 

4980 

21 Short-term loans 

729 

1335 

8830 

12267 

3010 

1046 

22 Of which bank borrowings 

729 

1335 

6501 

3003 

3010 

1046 

23 Gross fixed assets 

6898 

5929 

34107 

29418 

17972 

13000 

24 Accumulated depreciation 

3008 

2489 

8901 

7292 

2732 

1905 

25 Inventories 

5058 

3231 

8500 

10061 

4702 

3719 

26 Total assets/liabilities 

15335 

13094 

63578 

60180 

29046 

22240 

Miscellaneous items 

27 Excise duty 

5709 

5319 

3411 

530 

1262 

940 

28 Gross value added 

8640 

7001 

6315 

7312 

Sill 

3211 

29 Total foreign exchange income 

0 

0 

400 

542 

7592 

2232 

30 Total foreign exchange outgo 

39 

66 

921 

3348 

1594 

236 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 

192.9 

185.0 

37.9 

415 

62.9 

39.3 

32 Sales to total net assets (%) 

278.6 

260.8 

40.3 

43.6 

68.1 

42.8 

33 Gross value added to 
gross fixed assets (%) 

125.3 

118.1 

18.5 

24.9 

28.4 

24.7 

34 Return on investment 

(gross profit to total assets) (%) 

40.8 

40.7 

42 

7 j 0 

123 

9.0 

35 Gross profit to sales 
(gross margin) (%) 

21.2 

22.0 

11.2 

16.8 

19.5 

23.0 

36 Operating profit to sales (%) 

21.7 

22.7 

175 

24.0 

23.6 

29.8 

37 Profit before tax to sales (%) 

19.4 

20.1 

4.3 

11.8 

15.0 

16.8 

38 Tax provision to 
profit before tax (%) 

40.6 

44.7 

0.0 

0.0 

4.6 

5.1 

39 Profit after tax to net worth 
(return on equity) (%) 

36.9 

35.0 

2.8 

8.0 

14.8 

9.0 

40 Dividend (%) 

57.5 

110.0 

27.0 

32.0 

30.0 

275 

41 Earning per share (Rs) 

1257 

18.95 

2.87 

8.21 

2054 

10.92 

42 Book value per share (Rs) 

34.1 

54.2 

100.9 

102.6 

139.1 

121.4 

43 P/E ratio (based on latest and 
corresponding last year’s price) 

22.3 

46.4 

8.7 

11.6 

5.9 

20.1 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

7.5 

3.6 

40.1 

21.7 

34.7 

323 

45 Short-term bank borrowings 
to inventories (%) 

14.4 

41.3 

765 

29.8 

64.0 

0.0 

46 Sundry creditors to 
sundry debtors (%) 

703.4 

1101.8 

52.3 

26.9 

30.3 

52.4 

47 Total remuneration to employees 
to gross value added (%) 

25.7 

27.6 

20.0 

14.8 

10.6 

13.9 

48 Total remuneration to employees 
to value of production (%) 

6.8 

7.6 

5.6 

42 

2.9 

5.1 

49 Gross fixed assets 
formation (9b) 

16.3 


15.9 


38.2 


50 Growth in inventories (%) 

5655 

- 

-15.68 

- 

26.43 

• 
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recourse to debt. 

In the automotive segment the company 
plans to launch new products like seat height 
adjusters and slides, central locking for care 
and also airbags. There are plans for adding 
value to the company’s existing products. 
RHW India is to make complete seating 
systems. Other than recliner systems, a 
complete seating system will have slides and 
height adjusters made with theheip of existing 
technology. The other value addition along 
the same lines is the company's decision to 
make the entire locking system for Telco's 
Tata Estate andTata Sierra which are automatic 
k)cking devices, againcontaining fine blanking 
components. Another major product is its 
iron casting plant for automotive engines 
soon to go on stream. 

The company has entered into an equity 
partnership with Bender, a German company, 
to manufacture automotive components for 
which IFB Bender has been floated with IFB 
holding a SI per cent equity, the rest being 
held by Bender. 

IFB has signed a licence agreement with 
Mercedes supplier Hammerstein for seat 
recliners, adjusters and seating components. 
A similar agreement has been signed with 
Keiper Ricardo for seat frames and highly 
sophisticated seating systems. 

The company plans to increase turnover to 
Rs 2,000crore by the year2000by becoming 
a value added manufacturer of high precision 
automotive ancillaries, as well as a major 
player in the white goods market. Leveraging 
its strength in the core fine blanking division 
is to be coupled with going in for foreign 
collaborations. 

VOLAOT TEXTILE MILLS 

EOU Project 

Volant Textile Mills, promoted by VOSomani, 
is setting up a 100 per cent export oriented 
unit (EOU) at Solapur to manufacture various 
types of cotton grey fabrics. The plant with 
36 Sulzer machines is to have a capacity of 
6.4 million square metres per annum and will 
cater specifically to thedemand for long piece 
length and wide width cotton fabrics by 
overseas buyers. The promoters have long 
experience in the textile industry and having 
established good contacts in the European 
markets and are confident of marketing the 
entire production of the unit. Commercial 
production is expected to begin in July 1996. 

For funding the Rs 15.50 crore project the 
company is entering the capital market on 
June 6 with a public issue of 30 lakh shares 
of Rs 10 each at par aggregating Rs 3 crore. 
1DB1 has funded the project to the extent of 
Rs 8 crore by providing a term loan. The pro¬ 
moters are to put in Rs 4.50 crore with the 
rest being met through equity capital. The 
shares of the company will be listed on the 
Mumbai, Ahmedabad and Jaipur stock 
exchanges. 
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STATISTICS 


Ttw annual inflation rate* measured by the WPt declined to 4.4 per cent on Mav 4, stretching its single-digit streak to a record 57 weeks. However, 
the WPI Car all commodities went up in absolute terms and the rise in prices of food aticles was particularly high. 1995-96 concluded with the rise m 
CPI-AL at 7.4 per cent. The government's recourse to ad hoes has gone up by Rs 11380 crore in the first four weeks of 1996-97. As a result, net RBI 
credit to the centre rose by Rs 12,620 crore, which in turn is reflected in the sizeable currency expansion and M, growth, M, rising by Rs 11,896 crore 
in 1996-97 so far against a decline of Rs 2,10! crore in the comparable period of 1995-96. 

Macroeconomic Indicators 


Index Numbers of Wholesale 

Prices (1981-82 £ 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel. Power, Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April 1-May 4.1996) 


Cost of Living Indices 


Weights 


1995-96 1994-95 1993-94 1992-93 


Latest Previous 1996-97 1995-96 


i 361.8 


.Latest 


9.8 

1.5 

1.4 

4.9 

10.4 

10.8 

7.0 

10.1 

2.1 

1.0 

5.7 

12.7 

11.5 

3.0 

10.2 

2.9 

2.4 

9.7 

11.9 

4.4 

5.4 

10.8 

l.i 

-1.4 

-1.1 

15.5 

24.9 

-1.4 

2.4 

3.1 

0.0 

-0.1 

2.4 

13.1 

15.2 

11.0 

0.8 

1.9 

5.4 

10.7 

9.9 

7.9 

4.7 

1.5 

0.8 

0.3 

8.1 

12.3 

6.8 

8.3 

2.5 

1.8 

6.6 

10.6 

7.0 

3.8 

10.6 

4.5 

5.4 

7.7 

10.9 

8.3 

10.1 


:): Point-lo-P 


Industrial Workers (1982=100) 319 0.9 8.9 9.7 

Urban Non-Man Emp (1984-85=100) 258 1.6 10 3 9.9 

Agri Lab (July 60 to June 61=100) ® 1396 3 0.4 7.4 10.6 

@ Derived: based on linking factor between old and new series (1986-87*100) 


Month 

Over 

Month 

gvsrjj 

Latest 

’Month. 

Previous 

rtoriVwrSffiFfr 
1995-96 1994-95 

1994*95 

1993-94 

1992-93 

1991-92 

319 

0.9 

8.9 

9.7 

8.9 9.7 

9.7 

9.9 

6.1 

13.9 

258 

1.6 

10 3 

9.9 

5.7 5.4 

9.9 

8.3 

6.8 

13.6 

1396 3 

0.4 

7.4 

10.6 

7.4 10.6 

10.6 

11.6 

0.7 

21.9 


Variation 


Money and Banking (Rs crore) 


Money Supply (ML) 

Currency with Public 
Deposits with Banks 
Net Bank Credit to Govt 
Bank Credit to Comml Sector 
Net Foreign Exchange Assets 
Reserve Money 
Net RBI Credit to Centre 
Ad hoc Treasury Bills 
Scheduled Commercial Banks 
Deposits 
Advances 

Non-Food Advances 
Investments 

All monetary and banking data are baaed 


Apr 26, 

1996 Over Month 


612394 

125477 

481449 

268682 

339962 

76451 

193988 

131388 

41025 


10420(1.7) 
7217 (6.1) 
2639(0.6) 
14685(5.8) 
1654(0.5) 
-1090 (-1.4) 
14725 (8.2) 
13386(11.3) 
13430 


1996-97 


11896(2.0) 
7224(6.1) 
2640(0.6) 
6014(2.3) 
1323 (0.4) 
1041 (1.4) 
-347 (-0.2) 
12620(10.6) 
11580 


1995-96 


-2101 (-0.4) 
6024(6.0) 
-10749 (-2.5) 
9938(4.5) 
457 (0.2) 
-836 (-1.1) 
5583 (3.3) 
10750(10.9) 
9250 


1995-96 


69696(13.1) 
17464(17.3) 
-13389 (-3.1) 
40252(18.1) 
48984(16.9) 
-514 (-0.7) 
25056 (14.8) 
19855 (20.1) 
1750 


1994-95 


78617(17.4) 
18806(22.9) 
58956(16.0) 
16325 (7.9) 
44991 (18.4) 
23298 (44.3) 
30608(22.1) 
2130(2.2) 


73307 (19.3) 
14170(20.9) 
57925 (18.7) 
28855(16.3) 
17161 (7.5) 
27674(110.9) 
27892 (25.2) 
260(0.3) 


434525 2180(0.5) 2180(0.5) 

252548 448 (0.2) 448 (0.2) 

242231 -78(0.0) -78(0.0) 

165261 1120(0.7) 1120(0.7) 

on March 3 \ figures after cloture of government act 


Index Numbers of Industrial Weights 
Production (1980-81*100) 


Fiscal Year So Far 
1995-96 1994-95 


I) “11120 (-2.9) 45486(11.8) 53630(16.1) 52144(18.6) 

l) -2922 (-1.4) 40540(19.2) 40638(23.8) 11566(7-3) 

)) -3319 (-1.7) 43024(21.6) 37797(23.4) 8875(5.8) 

7) 1425(1.0) 14887(10.0) 14172(10.5) 28641 (26.9) 

kcoounts except for 1996-97 where the banking data are baaed on March 29 figures 


_ Average for Full Fiscal Years _ 

1994-95 1993-94 1992-93 1991-92 1990-91 1989- 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


10U.0 303.5 272.5(12.0) 243.4(9 2) 252.9(9.0) 231.1(5.6) 218.9(2.3) 213.9(0.6) 212.6(8.2) 196.4(8.6) 

11.5 285.0 249.6(7 4) 232.3(7.7) 247.8(7.1) 231.2(3.4) 223.7(0.6) 222.5(4.5) 221.2(6.3) 211.6(7.9) 

77.1 298.9 266.6(13.2) 235.5(9.6) 244.7(9.4) 222.3(5.5) 210.7(2.2) 206.2(-0.8) 207.8(8.9) 190.7(8.6) 

11.4 353.2 335.9(9.0) 308.3(8.4) 314.6(8.5) 290.0(7.4) 269.9(5.0) 257.0(8.5) 236.8(7.8)219.7(10.9) 


Capital Market 


May 17. Month 
1996 Ago 


1996-97 So Far 1995-96 So Far 


End of Fiscal Year 


BSE Sensitive Index (1978-79=100) 3796(17.5) 

National Index (1983-84*100) 1730(12.2) 

BSE-200 (1989-90*100) 390( 11 0> 

NSE (Nov 5.1995*1000) 1116 

Skindia GDR Index (Apr 15.1994*100) 84(4.7) 


3738 3229(-15.1) 
.716 1542(-16.8) 
385 351(-23.7) 


2826 3584 
1304 1691 
289 385 


3367(3.3) 326K-13.7) 
l549(-3.5) 1606H2.2) 
345 (-6,3) 368(-18.2) 


3779(65.7) 

1830(79.2) 

450(92.3) 


80(-20.6) 


Foreign Trade 


Exports: Rs crore 
US$mn 
Imports: Rs crore 
US $ nut 

Non-POL US Smn 
Balance of Trade: Rs crore 
US $ mn 


1995-96 


106465 (29.3) 
31831 (21.4) 
121647(37.1) 
36370(28.7) 
29214(29.6) 
-15182 
-4539 


199495 


82338 (18.4) 
26223 (18.3) 
88705 (21,8) 
28251 (21.7) 
22538(28.4) 
-6367 
-2028 


1993-94 


69547 (30.4) 
22173 (20.4) 
72806(15.7) 
23212(6.8) 
17456(10.6) 
-3259 
-1039 


Foreign Exchange Reserves 
(excluding gold) 

1996 

1995 

1996 

Month Year 
Ago Ago 

Rs crore 

59728 

64378 

60051 

442 -4650 

US Smn 

17341 

20172 

17128 

141 -2831 


1992-93 1991-92 1990-91 1989- 


53688(21.9) 44042 (35.3) 32553(17.6) 2768H36.8) 

18537 (3.8) 17866 (-1.5) 18143 (9.1) 16626 (19.0) 

63375(32.4) 47851 (10.8) 43193(22.0) 35416(25.4) 

21882(12.7) 19411 (-19.4) 24073(13.2) 21272(9.1) 

15782 (12.3) 14047 (-22.2) 18045 (3.1) 17504 (6.2) 

-9687 -3809 -10640 -7735 

-3345 -1545 -5930 -4646 


Variation Over_ 


-323 “1650 -5977 18402 27430 5385 

213 -644 -3688 5640 8724 731 
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Finance Commission Transfers 






1 


S 

£ 

1 

i 

1 

nee Comm 

ilaston (FC): In Rupees, Crore 





Taxes and Duties 




Grants-in-Aid 




Income 

Basic 

Additional 

Taxon 

Total 

Non-Plan 

Upgrad- Special 

Local 

Relief 

Total 


Tax 

Excise 

Excise 

Railway 

(2+3+ 

Revenue 

ation Problems 

Bodies 

Expen- 




Duties 

Dudes 

Passenger 

4+5) 

Deficit 




dilute 

(7+8+9 

State 




Fares 






+10+11) 

(i) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(id 

(12) 

Andhra Pradesh 

5313.06 

9291.43 

1562.90 

158.55 

16325.94 

686.45 

88.88 

65.00 

424.94 

490.33 1755.60 1 

Arunachal Pradesh 

106.70 

1232.44 

20.79 

0.10 

1360.03 

307.60 

18.31 

50.00 

4.63 

27.79 

408.33 

Assam 

1747.38 

4794.51 

496.25 

26.00 

7064.14 

712.03 

146.86 

60.00 

147.56 

197.46 

1263.91 

Bihar 

8072.21 

13465.35 

1587.69 

177.20 

23302.45 

333.06 

183.13 

57.50 

574.28 

205.14 

1353.11 

Goa 

112.98 

361.01 

46.37 

3.70 

524.06 

77.26 

3.79 

7.00 

5.91 

4.23 

98.19 

Gujarat 

2539.47 

4146.22 

1198.16 

131.10 

8014.95 

- 

- 

50.00 

259.47 

551.17 

860.64 

Haryana 

777.00 

1268.66 

472.87 

36.40 

2554.93 

- 

- 

40.00 

99.22 

98.93 

238.15 

Himachal Pradesh 

441.87 

3180.97 

118.92 

2.05 

3743.81 

772.18 

30.03 

75.00 

34.23 

106.41 

1017.85 

| Jammu and Kashmir 688.S3 

5031.24 

171.08 

13.85 

5904.70 

1184.13 

58.77 

47.00 

49.68 

77.80 

1417.38 

Karnataka 

3351.02 

5471.25 

1147.99 

64.38 

10034.64 

- 

- 

29.00 

291.96 

165.23 

486.19 

Kerala 

2432.14 

3970.98 

747.48 

66.40 

7217.00 

- 

29.83 

52.00 

204.24 

218.74 

504.81 

Madhya Pradesh 

5203.22 

8495.34 

1446.19 

130.75 

15275.50 

- 

146.37 

60.00 

410.43 

201.67 

818.47 

Maharashtra 

3844.98 

6277.74 

2403.72 

333.40 

12859.84 

- 

- 

100.00 

479.96 

269.28 

849.24 

Manipur 

177.00 

1472.91 

39.37 

0.35 

1689.63 

350.92 

24.74 

50.00 

11.54 

9.79 

446.99 

Meghalaya 

177.62 

1318.74 

37.57 

0.65 

1534.58 

316.42 

11.72 

5.00 

10.12 

11.01 

354.27 

Mizoram 

93.52 

1289.04 

15.79 

0.02 

1398.37 

331.19 

7.13 

57.00 

3.32 

5.00 

403.64 

Nagaland 

113.61 

2053.65 

27.38 

2.75 

2197.39 

529.78 

23.96 

30.00 

5.21 

6.71 

595.66, 

Orissa 

2821.29 

5260.99 

668.53 

32.60 

8783.41 

371.74 

86.79 

51.00 

220.10 

193.51 

923.14\ 

Punjab 

917.00 

1497.19 

683.92 

62.30 

3160.41 

- 

81.31 

- 

133.95 

213.80 

429.06 

Rajasthan 

3484.09 

5712.80 

973.92 

84.45 

10255.26 

33.45 

79.87 

70.00 

255.40 

706.89 

1145.61 

Sikkim 

79.08 

472.20 

10.59 

0.20 

562.07 

105.69 

4.56 

5.50 

2.48 

18.59 

136.82 

Tamil Nadu 

4165.71 

6801.40 

1532.73 

122.70 

12622.54 

- 

40.84 

60.00 

402.86 

234.33 

738.03 

Tripura 

237.25 

2030.65 

57.16 

0.75 

2325.81 

488.78 

13.90 

12.00 

14.97 

17.75 

547.40 

Uttar Pradesh 

11179.07 

19139.24 

2912J6 

295.80 

33526.67 

982.00 

167.54 

108.00 

88°. 70 

494.00 2632.24 

West Bengal 

4689.17 

7656.06 

1606.07 

153.55 

14104.85 

- 

114.17 

105.00 

453., 

202.63 

875.57 

Total 

62764.97 

121692.01 

19986.00 

1900.00 

206342.98 

7582.68 

1362.50 1246.00 

5380.93 

4728.19 20300.30 



•. * 



2 States' Shares In Tax Transfers as Recommended by 








Final 

ice Commlaslo 

ns (FC)*; In Percentages 



Total 

Total 

Variation 

Income-Tax 

Union Excise Duties Additional Excise Duties 1 


Transfers 

Transfers 

Amount 

PerCent 

Eighth 

Ninth Tenth Eighth 

Ninth 

Tenth Eighth Ninth 

Tenth 

State (Tenth PC) (Ninth FC) 

(13-14) 

FC 

FC 

FC 

FC FC 

FC 

FC 

FC FC 

FC 


(6+12) 




(1988- 

(1991- (1995- (1988- 

(1991- 

(1995- (1988- (1991- 

(1995- 

0) 

(13) 

(14) 

(15) 

(16) 

1989) 

1995) 2000) 1989) 

1995) 

2000) 

1989) 1995) 

2000) 

Andhra Pradesh 

18081.54 

7239.22 

10842.32 

149.77 

8.19 

8.21 

8.47 8.59 

7.17 

8.47 

7.50 7 68 

7.82 

Arunachal Pradesh 

1768.36 

834.88 

933.48 

111.81 

- 

0.07 

0.17 

0.90 

> 0.17 

0.11 

0.10 

Assam 

8328.05 

3956.30 

4371.75 

110.50 

2.79 

2.63 

2.78 2.98 

3.81 

2.78 

2.57 2.74 

2.48 

Bihar 

24655.56 

11176.05 

13479.51 

120.61 

12.08 

12.42 

2.86 13.20 

11.03 

12.86 

8.63 8.32 

7.94 

Goa 

622.25 

508.87 

113.38 

22.28 

- 

0.11 

0.18 

0.52 

0.18 

- 0.23 

0.23 

Gujarat 

8875.59 

3713.43 

5162.16 

139.01 

4.41 

4.55 

4.05 3.51 

3.18 

4.05 

5.94 5.91 

600 

Haryana 

2793.08 

1194.81 

1598.27 

133.77 

1.07 

1.24 

1.24 1.02 

1.10 

1.24 

2.49 2.32 

2.37 

Himachal Pradesh 

4761.66 

1860.02 

2901.64 

156.00 

0.56 

0.60 

0.70 0.59 

1.94 

0.70 

0.66 0.62 

0.60 

1 Jammu and Kashmir 7322.08 

3358.74 

3963.34 

118.00 

0.84 

0.70 

1.10 0.86 

3.55 

1.10 

0.85 0.93 

0,86 

Karnataka 

10520.83 

4063.27 

6457.56 

158.93 

4.98 

4.93 

5.34 5.08 

4.10 

5.34 

5.56 5.87 

5.74 

Kerala 

7721.81 

3447.89 

4273.92 

123.96 

3.76 

3.73 

3.88 3.80 

3.09 

3.88 

3.96 3.72 

3.74 

Madhya Pradesh 

16093.97 

7843.29 

8250.68 

105.19 

8.38 

8.19 

8.29 8.85 

7.22 

8.29 

6.94 7.16 

7.24 

Msteariitta 

13709.08 

6201.36 

7507.72 

121.07 

8.39 

8.19 

6.13 6.22 

5.19 

6.13 

11.46 11.89 

12.03 

Manipur 

2136.62 

1085.47 

1051.15 

96.84 

0.02 

0.17 

0.28 0.23 

1.17 

0.28 

0.18 0.21 

0.20 

Meghalaya 

1888.85 

821.89 

1066.96 

129.82 

0.18 

0.21 

0.28 0.19 

9.89 

0.28 

0.18 0.19 

0.19 

Mizoram 

1802.01 

1021.01 

781.00 

76.49 

- 

0.07 

0.15 

1.11 

0.15 

- 0.07 

0.08 

Nagaland 

2793.05 

1244.30 

1548.75 

124.47 

0.09 

0.10 

0.18 0.10 

1.35 

0.18 

0.10 0.12 

0.14 

Grists 

9706.55 

5523.04 

4183.51 

75.75 

4.20 

4.33 

4.50 4.59 

5.36 

4.50 

3,65 3.49 

3.35 

Punjab 

3589.47 

1674.13 

1915.34 

114.41 

1.74 

1.71 

1.46 1.32 

1.36 

1.46 

3.68 3.53 

3.42 

Rajasthan 

11400.87 

6525.62 

4875.25 

74.71 

4.55 

4.84 

5.55 4.70 

5.52 

5.55 

4.83 4.69 

4.87 

Sikkim 

698.89 

252.18 

446.71 

177.14 

0.04 

0.03 

0.13 0.04 

0.26 

0.13 

0.04 0.05 

0.05 

Tamil Nadu 

13360.57 

6198.20 

7162.37 

115.56 

7.57 

7.93 

6.64 7.32 

6.38 

6.64 

7.55 7.06 

7.67 

Tripura • 

2873.21 

1433.92 

1439.29 

100.37 

0.27 

0.30 

0.38 0.29 

1.56 

0.38 

0.29 0.28 

0.29 

Uttar Pradesh 

36158.91 

17449.14 

18709.77 

107.22 

17.91 

16.79 

17.81 19.10 

15.69 

17.81 

14.32 14.66 

14.57 

Wed Bengal 

14980.42 

7409.40 

7571.02 

102.18 

7.80 

7.98 

7.47 7.45 

6.60 

7.47 

8.62 8.17 

8.04 

Total 226643.28 

106036.43 

120606.85 

113.74 

100.00 

100.00 100.00 100.00 

100.00 

100.00 100.00 100.00 100.00 

State's sham in 












divisible pool 

na 

na 

na 

na 

85.00 

83.00 77.30 40.00 

45.00 

40.00 

- 

- 





Including Sikkim 








Notes: (i) Superscript numeral denotes month to which figure relates, e g f superscript 4 stands for April, (ii) Figures in brackets are percentage 
variations over the period specified or over the comparable period of the previous year. 


Source: RBI Bulletin, January-February, 1996. 
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POLICY WATCH 


Using Foodstocks Productively 

Jayati Ghosh 

AbMjitSen 

C P Chandrasekhar 


The previous Congress government made a definite choice, in terms of 
utilising the surplus public foodgrain stocks, to use them to pay for 
more liberalised imports rather than to feed the poor in India . However, 
the existence of these stocks now provides a tremendous opportunity in 
terms of a substantial non-inflationary expansion in public works and 
other infrastructure development and maintenance which can be 
organised through food-for-work and similar schemes. 


AT the time of writing, it is still not dear 
which political formation will eventually be 
able to form the government at the centre. 
Despite the seemingly confused electoral 
verdict, it is clear that two important policy 
messages are contained in the voters’ 
response. First, a strong rejection of the 
conduct of the Narasimha Rao government 
and the policies followed by it. And however 
much ilie media and big business might try 
to deny this, the electoral verdict is one 
which gives a clear thumbs-down to the 
economic policies followed in the last five 
years. The second verdict of these elections 
is the demand for urgent and substantial 
devolution of political, economic and 
financial power from the central government 
to state governments and from these to local 
democratically-determined authorities. The 
significant decline in the Congress Party’s 
electoral fortunes as well as the much greatei 
relative prominence of regionally-based 
parties can have no other interpretation. It 
is likely that any government (and parti¬ 
cularly a non-BJP non-Congress coalition! 
would have to base its economic programme 
on these important planks. 

It is also the case, however, that the 
incoming government is faced with very 
severe economic problems, some of which 
are long-term and structural in nature but 
many of which are the legacy of the Congress 
regime's policies. For example, there are 
immediate corrections required on both 
internal and external imbalances. Internally, 
the Congress government reduced capital 
expenditure as a share of national income 
substantially, with negative implications for 
infrastructure development and growth. 
However, it failed to do anything to reduce 
the basic fiscal imbalance, that is the current 
revenue deficit, which actually increased as 
a share of GDP over the period of its tenure. 
It also implemented financial liberalisation 
and other monetary policies which effectively 
increased the government’s dependence on 
high-interest borrowing to meet this growing 


revenue deiicit. As a result, there is a real 
danger of an internal debt trap, and it is 
difficult to see how the new government can 
improve the parlous slate of internal finances 
without a substantial increase in its current 
revenues. Externally, the past few years have 
been marked by growing trade and current 
account deficits, and the further concern in 
this regard is that the balance of payments 
has become excessively dependent on in¬ 
herently unstable portfolio capital flows. 
The problem for any new regime is that fear 
of capital flight by both domestic and foreign 
m vestors must necessarily affect its economic 
decision-making, and severely constrain the 
ability of the government to make desired 
economic policy changes that could cause 
‘concern’ in financial markets. 

Paradox 

Despite these difficulties, there arc certain 
areas where new and positive economic 
policies can be put into place, with almost 
immediate effect. The most significant of 
these relates to the disposition of the currently 
very high level of foodgrain stocks held by 
the Food Corporation of India. The stnking 
paradox of the Indian economy today is that 
foodgrain stocks with the government have 
reached a record high level, and aggregate 
offtake from the public distribution system 
has declined, even while poverty persists 
and around one-third of the rural population 
continues to have insufficient access to the 
minimum subsistence requirements of food. 
This paradox results from the combination 
of government policies which sought to 
provide price incentives to farmers while 
simultaneously reducing the extent of food 
subsidy. It is this peculiar combination, 
effectively creating a large slack of unutilised 
investible resources in the form of food 
stocks, which now provides an opportunity 
to the new government, in terms of available 
resources for enabling a substantial increase 
in employment and poverty alleviation 
schemes particularly in the rural areas. 


The level of publicly held food stocks has 
been building up for some time, reflecting 
both increased procurement levels and lower 
offtake by final consumers. The higher 
procurement was closely related to the 
increase in procurement prices for both wheat 
and rice, designed not only to appease the 
large farmer lobby but also as part of an 
agricultural strategy that relied essentially 
on price incentives rather than any other 
forms of government intervention or 
investment in agriculture. This hike in 
procurement prices and consequent collec¬ 
tion has been especially marked since 1993, 
when procurement reached record levels of 
more than 12 million tonnes for wheal and 
13 million tonnes for rice. It should be noted 
that this record procurement in 1993 and 
subsequent years has been occurring in a 
period of stagnant and even declining per 
capita consumption as compared to the 
immediate pre-‘reform’ period. Thus, 
domestic per capita availability (which is the 
indicator that most closely approximates per 
capita consumption) stood at 310 grams per 
person per day in 1991, fell to 463 grams 
in 1993 and was still only 502 grams in 
1995, substantially below the peak at the 
beginning of the decade. Thus, foodgrain 
stocks were accumulating in the hands of 
the government even as per capita con¬ 
sumption in the aggregate actually declined. 

Burden or Opportunity? 

In addition, offtake from the public distri¬ 
bution system has declined steadily for the 
past five years, to less than half of the 1991 
level in the case of wheal. Thus, total offtake 
from the PDS was 10.1 mn tonnes for rice 
and 8.8 mn tonnes for wheat in 1991-92. 
These had declined to an estimated 6.9 mn 
tonnes for nee and 3.8 mn tonnes for wheat 
by 1995-96. The reduced offtake had much 
to do with the sharp increase in the issue price 
of foodgrains for PDS consumers, which 
rose by as much as 80 per cent between 1991 
and 1994. As a result, the PDS issue prices 
were often not notably lower than open market 
prices, and certainly did not offer any 
significant subsidy to poorer sections of the 
population. In fact, the very association of 
lower offtake and consequently higher levels 
of stocks with higher issue prices has meant 
that carrying costs have increased 
substantially as a proportion of the total costs 
of the FC1. This in turn means that of the 
total food ’subsidy* budgeted by the central 
government, an increasing share has been 
directed simply to the costs of carrying these 
stocks, rather than actually subsidising the 
necessary consumption of the population. 

Remarkably, the increase in public food- 
grain procurement and stockholding as well 
as the major hike in issue prices have occurred 
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in a period In which agricultural output 
growth has decelerated along widianincr«m 
in absolute rural poverty. Thus, NSS data 
suggest that between 1990-91 and 1993-94, 
the number of rural people estimated to be 
below the poverty line increased by more 
than 30 mn people. Clearly, therefore, the 
reduced offtake from the PDS cannot have 
been a reflection of either diminished urgency 
for subsistence foodgrain among the poor 
population or a general improvement in rural 
living standards, but must be related to higher 
PDS issue prices and possible inferior quality 
of the rice and wheat distributed under this 
scheme. 

The increase in public foodgrain stocks 
well above the usual norms for such holding 
can be seen either as a burden or an op¬ 
portunity, depending on the perspective. The 
previous Congress government chose to treat 
this extra food stock as a burden, which was 
sought to be disposed of through domestic 
operations in the open market and exports, 
liius, in the last financial year, the PCI was 
authorised to sell wheat and rice in the open 
market “to achieve the twin objectives of 
disposing of some of its surplus stock and 
to check the rise in their market prices’*, as 
the Economic Survey put it. Consequently, 
the FCI sold more than 3 mn tonnes of wheat 
and 7 mn tonnes of rice during the first eight 
months of 1995-96. 

Food Exports 

The foodstocks were also perceived by the 
previous regime as a means of dealing with 
the widening trade deficit, by allowing in¬ 
creased food exports to pay for the much 
enhanced import bill in the liberalised trading 
environment. Thus, the government decided 
to permit and even encourage large exports 
of rice and wheat. According to reports, 
India exported approximately 4 mn tonnes 
of rice in 1995-96 and is expected to export 
at least 2.5 mn tonnes in the current year. 
This is a huge increase in exports compared 
with the pre-‘reform’ period. Even for the 
earlier ‘reform* years 1991-92 to 1994-95 
the total exports of rice aggregated over the 
four years amounted to less than 3 mn tonnes. 
Farther, these levels of rice export are also 
very large by international standards. Total 
world trade in rice was estimated to be 
around 20 mn tonnes in 1995, and is projected 
to be even lower at 18 mn tonnes in 1996. 
Thus, last year India's rice exports worked 
out to around one-fifth of total international 
trade in the commodity. This in turn means 
that such levels of rice export by India must 
have an effect of lowering international prices 
of rice, even while they will prevent domestic 
prices (especially those facing the poorer 
consumers) from declining. 

In fact, the government has also sought 
to increase the exports of wheat, despite the 
fact that our international competitiveness 
as expressed by relative prices is far less in 


the case of wheat and In|hft ability to itO 
large amounts of wheat abroad withcKitsome 
kind of export subsidy is limited. This did 
not prevent the government from authorising 
the export of 2.5 mn tonnes of wheat (nearly 
20 per cent of the wheat stocks) in 1995- 
96. As a result, exports of cereals have more 
than doubled their share of total exports 
since 1990-91. In fact, these exports are the 
most buoyant of all agricultural exports, 
which have otherwise declined in proportion 
to total exports. In the period April 1995 to 
January 1996, almost one-fifth of the increase 
in the dollar value of exports compared to 
the corresponding period of the previous 
year was accounted for by non-basmati rice 
exports alone, which were negligible earlier. 

Different Option 

The previous regime thus made a definite 
choice, in terms of utilising the surplus food- 
grain stocks, to use them to pay for more 
liberalised imports rather than to feed the 
poor in India. This may have reflected its 
overall economic orientation, but it isobvious 
that this was not the only policy option open 
to it. Rather, the very existence of these 
stocks now provides a tremendous opportu¬ 
nity in terms of a substantia] non-inflationary 
expansion in public works and other infra¬ 
structure development and maintenance 
which can be organised in food-for-work 
and similar schemes. These would have a 
substantial impact on employment generation 
and poverty alleviation as well as create 
social and productive infrastructure facilities 
in the rural areas. It is now widely accepted 
that when combined with agrarian reforms 
that restore incentives and encourage efforts 
at creating and maintaining rural infra- 
stiucture, food-for- work and related schemes 
(including cash-for-work accompanied by a 
more effective public distribution system for 
foodgrains) can have very significant effects 
on employment and income generation in 
the rural areas. Such expenditure has the 
additional benefit that it is effectively self¬ 
targeting for the rural poor. 

If the new government chooses, through 
such programmes, to reach a quantum of 
grain equal to as much as one-third of the 
prevailing per capita availability figure 
(which currently is around 502 grams per 
person per day) as supplementary support 
to the bottom 40 per cent of the rural 
population who are below the poverty line, 
then we estimate that this would require 
about 22 mn tonnes of foodgrain every year. 
This figure is not all that large considering 
that government stocks reached a peak of 
35 mn tonnes in 1995, and that over the past 
three years total public foodgrain procure¬ 
ment annually averaged more than 25 mn 
tonnes. 

Gearly, therefore, there is a very strong 
case for a substantia) expansion in rural 
public works programmes across the country. 


would mm die - 

purposes of 

tenance, employment generation and poverty 
reduction. Yet there remains an unwillingness 
to give priority to such expenditure in official 
circles, which relies on the many criticisms 
of the implementation of such programmes 
in both academic and policy-based dis¬ 
cussion. Such programmes have been 
criticised in the past on a variety of grounds: 
that they involve substantial and wasteful 
leakages; that the administrative costs of 
such schemes are far greater than the actual 
amount spent on employing workers' that 
they substitute for other employment; that 
they have little impact on the incidence of 
rural poverty; and finally, that these are 
unsustainable measures which rely on 
budgetary means of employment generation, 
rather than fostering patterns of rural 
economic growth which will generate 
employment and incomes independently. 

Empi.oyment Guarantee and Productive % 
Investment 

Each of these common criticisms can be 
countered, however. Thus, firstly, fears about 
large leakages may have some basis in fact, 
but they are likely to be exaggerated, since 
the NSS information on the extent of em¬ 
ployment generation in rural public works 
generally matches the official data on such 
employment quite well. Secondly, the 
schemes appear to be reasonably well- 
targeted in that they are availed of most by 
casual labour households which have both 
the highest poverty and the highest person- 
day unemployment. (It is true that the regional 
distribution of employment in such schemes 
is skewed and concentrated in a few states 
of western India, but that is surely an aspect 
that can be easily rectified.) Thirdly, it seems 
unlikely that the effective transfer through 
such schemes was much lower than the wage 
cost as a result of incomes foregone by the 
workers in order to take up such employment; 
the more so since most such schemes have 
tended to be primarily in lean seasons and 
in periods of insufficient rainfall. Fourthly, 
possibly because they are well-targeted, 
public works appear to have been more 
effective in moderating the severity of 
poverty rather than its head count incidence. 
This means that while the results may not 
always show up in declining overall head 
count poverty ratios, nevertheless such 
schemes have important effects in terms of 
ameliorating the subsistence conditions of 
the most destitute of the rural population. 

It is evident that the basic focus of such 
rural works schemes must be the combined 
emphasis on employment guarantee and 
poverty alleviation. Yet it is both possible 
and necessary to dovetail productive invest- 
ment into such programmes. There is no 
question that the basic thrust towards the 
permanent reduction of rural poverty must 
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in agriculttire.mainly through better irriga¬ 
tion and multiple cropping, or of increasing 
the stock of viableemployment opportunities 
outside agriculture. Rural investment should 
be undertaken and encouraged towards these 
objectives, while employment guarantee 
(which can be paid for through effective 
transfer of foodgrains as mentioned earlier) 
can provide the framework within which 
this can be done without sacrificing the 
immediate goal of combating poverty. For 


such invettments effective in these 
various aspects, one option cotdd be to give 
a wage subridy equal to employment gua¬ 
rantee wage for each unskilled worker 
working onaciassofwell-defined investment 
projects. The final choice of projects should 
be decentralised and left in the hands of local 
democratically-elected bodies, to ensure 
better utilisation of fends and more effective 
delivery. Indeed, such decentralisation must 
be an integral part of the rural investment 
allocation process. 


CIVIL LIBERTIES 


Riots and State Responsibility 

A G Noorani 

The Maharashtra government's decision to withdraw a large number of 
criminal cases , including some 200 murder cases registered in 
connection with the communal riots in Mumbai in 1992-93 , is patently 
unconstitutional. When the government usurps the statutory powers of 
the police , as the Maharashtra government has done , that marks the 
end of the rule of law. 


IT is unfortunate that the press did such 
scant justice to the report of Human Rights 
Watch/Asia on 'Communal Violence and 
Denial of Justice’ published in April 1996. 
It centres around the Maharashtra 
government's decision, announced on 
January 23,1996, to wind up the Srikrishna 
Commission on the Mumbai riots of 
December 1992-January 1993 in which 
more than a thousand people lost their lives. 
When the chief minister of Maharashtra, 
Manohar Josht, said that There was no need 
for such an inquiry", he admitted to a lot 
more than he intended or realised. The legal 
validity of the decision is under challenge 
in the Bombay High Court. 

In the same month the Maharashtra 
government run by the Shiv Sena and BJP, 
decided to withdraw all cases against the 
Sena’s chief, Bal Thackeray. The Times of 
India of May 4,1996 had a report by Radha 
Basu citing details of the cases registered in 
connection with the riots and which will be 
dropped: "About 200murder cases registered 
in connection with the Mumbai riots of 
1992-93 are among the 1,358 criminal cases 
which the Maharashtra government will not 
investigate any further. The cases have been 
labelled as ‘true but undetected' and 
investigations closed.** 

But who is the government to usurp the 
functions of the police? The discretion 
belongs to the police, not the government. 
This decision is patently unconstitutional. 
Justice J L Kapur, a former judge of the 
Supreme Court, who headed a commission 
of inquiry which inquired into the conspiracy 


to murder Gandhi, considered the legal 
position in detail and said thus: "In the 
opinion of the commission, although a home 
minister is in charge of the police and police 
administration and answerable to parliament 
about it, still he has no power to direct the 
police how they should exercise their 
statutory powers, duties or discretion. Both, 
under the Criminal Procedure Code and under 
the Bombay City Police Act, the statutory 
duty of the police is both to prevent crime 
and bring criminals to justice. Therefore, the 
minister can and could only pass on the 
information of the commission of an offence 
to the police to investigate, so also in regard 
to the threats of the commission of an offence. 
If the minister were to give orders about 
arrests, to arrest or not to arrest, that would 
be an end of the rule of law." 

Justice Kapur pointed out that the 
government’s ‘administrativecontrol* ofthe 
police and constitutional accountability, 
accordingly, to the legislature does not entitle 
it to interfere. ‘The distinction between the 
administrative supervision and direct 
interference begins with statutory powers, a 
well recognised principle of the rule of law.*' 

Curiously, while governments intrude into 
spheres that do not belong to them, they do 
not perform their duties in the spheres where 
they are expected to perform. A government’s 
duty to prevent' riots from occurring at all 
was authoritatively described in the report on 
the Ahmedabad riots of 1969 by the three- 
member commission of inquiry, appointed 
by the government of India and headed by 
a very distinguished judge of the Supreme 
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Court, Jmtktf Jaganmohan Redly. Itisnot 
possible for government to anticipate the 
immediate cause of the eruption of violence 
butitshouldbepossibieforareasonably vigilant 
government to beaware of actuation conducive 
to such an outbreak. The commission said (para 
6.59, page 67 of the Report): 

Whilst this is so, whether from such a 
communal atmosphere to expect that the 
government should anticipate with any 
precision that communal riots will erupt, 
and, if so, when, would be to attribute to 
its agencies a sixth sense, a sense of 
anticipation wellnigh difficult to postulate, 
inasmuch as communal riots erupt on such 
insignificant and minor incidents which in 
themselves are difficult to predict. What 
could be expected from law-enforcing and 
governmental agencies is a proper 
appreciation of the communal atmosphere 
prevailing in a state, in a town or in any 
particular place or locality, to anticipate 
trouble and to take steps to mp it in the bud 
ortodeal with it firmly when such a situation 
does arise. In our view, on the facts disclosed 
by the governmental and other records 
already referred to. the law-enforcing 
agencies could not but hgve known chat the 
communal atmosphere in Ahmedabad had 
become tense. 

It is time we considered in earnest the ■ 
state’s legal responsibility if it failed to 
prevent the outbreak of a riot it could have 
well averted, to quell it once it broke out, 
and to prosecute the offenders. 

The Asia Watch report has a section on 
the law which bears quotation in extenso: 
Victims of communal violence in India suffer 
a range of violations of internationally 
recognised human rights. These include the 
right not to be arbitrarily deprived of life, 
the right to equal treatment before the law 
without discrimination, and the right not to 
be subject to coercion which would impair 
the freedom to have or adopt a religion. 
Ethnic, linguistic, and religious minorities 
are guaranteed the right to enjoy their own 
culture, to profess and practice their own 
religion, or to use their own language. 
Furthermore, under international human 
rights law states are obligated to prohibit by 
law any advocacy of national, racial, or 
religious hatred that constitutes incitement 
to discrimination, hostility or violence. 
The indiscriminate use of lethal force 
against unarmed demonstrators violates the 
Basic Principles on the Use of Force and 
Firearms by Law Enforcement Officials, 
which inter alia states: "Law enforcement 
officials, in carrying out their duty, shall, 
as far as possible, apply non-violent means 
before resorting to the use of force and 
firearms... Whenever the lawful use of force 
and firearms is unavoidable, law enforcement 
officials shall: (a) Exercise restraint in such 
use and act in proportion to the seriousness 
of the offence and the legitimate object to 
be achieved; (b) Minimise damage and 
injury, and respect and preserve human 
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life.. * The Basic Principles also stale: 
"Governments shall ensure that arbitrary or 
abusive use of force and firearms by law 
enforcement officials is punished as a 
criminal offence under their law." 
Unfortunately, the Maharashtra state 
government's Guidelines for Dealing with 
Communal Disturbances /986 authorise the 
early use of lethal force in order to quell a 
communal disturbance, and prohibit firing 
warning shots in the air, in violation of the 
Basic Principles. 

The violations of human rights that occur 
in the context of communal violence also 
clearly violate protections set forth and 
defined in the Constitution of India and the 
Indian Penal Code. Under articles IS, 16 and 
19 of the Indian Constitution, discrimination 
on the grounds of religion is prohibited and 
all citizens are guaranteed the rights. 

The first para is based on the provisions 
of the International Covenant on Civil and 
Political Rights which India ratified in 1979. 

The Asia Watch Report quotes from V K 
Ramachandran's detailed expose of the riots 
in Frontline of February 12,1993. He wrote: 
"Muslim masses were the primary targets of 
this violence, and the Shiv Sena was the 
main organiser and spearhead of the riots 
that tore the city apart.” 


. <\ \ . / j 

The state government, headed by 
Sudhakarrao Naik, abdicated its authority 
and itself had a communal outlook. The Asia 
Watch Report recalls the background; 'The 
State’s failure to hold individual Shi v Sainiks 
accountable for their action follows a 
consistent pattern of state failure to hold the 
Shiv Sena more generally accountable for 
its role in communal violence. In the 1960s 
and 1970s the party helped the Congress 
government crush Communist Party-led trade 
unions through organised violence. For the 
Shiv Sena's support in busting the unions, 
the Shiv Sena was granted virtual immunity 
from prosecution. In 1970, it was involved 
in communal riots in Bhiwandi that left one 
hundred dead. The state appointed the Madon 
Commission, which indicted the Shiv Sena 
and the police for the riots, but no action 
was taken against the Shive Sena. In 1984. 
the Shiv Sena was again involved in riots 
in Bhiwandi which according to official 
figures left 278 dead and 1,115 injured, the 
majority of whom were Muslims. Again, no 
Shiv Sena member was prosecuted or 
punished." 

Is the judiciary powerless? In two notable 
rulings the Supreme Court asserted a right 
to change the police investigators. They are 


Bhagwmt Singh 

Police , Delhi ( 1983) 3 Supreme Court Cates 
344 and State of West Bengal and Ors vs 
Sampat Lai and Ors . (1985) 1 Supreme 
Court Cases 317. 

What the riots in Maliana in 1983 and in 
Bombay in 1992-93 did was to focus 
international attention on the pogroms of 
Muslims which the RSS-BJP and Shiv Sena 
periodically stage. In April 1995 the Human 
Rights Watch published a book entitled 
Playing the 'Communal Card V Communal 
Violence and Human Rights based on ten 
case studies. India figures second on the list. 
Since abusing Amnesty and Asia Watch are 
parlour games in India, as a diversion from 
the brutalities perpetrated in Kashmir, it 
bears mention that one of the case studies 
of the Asia Watch Report is on 'Israeli- 
Occupied Territories’. 

The issue remains - what is the liability 
in law of a government that fails to protect 
the 'citizens' fundamental right to life and 
personal liberty enshrined in Article 21 of 
the Constitution? Is it not bound to pay 
compensation to the victims? If ministers 
and officials can be identi fied for culpability, 
should not they be ordered personally to pay 
the compensation? 
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M N Srinivas SOCIAL STRUCTURE AND CHANGE, volume i 

Theor y an d Method—An Evaluation of the Work of M N Srinivas 
edited by A M SHAH, B S BAV1SKAR and E A RAMASWAMY 

architect of modem sociology and social anthropology in India. His students, colleagues and 
admirers have put together five volumes which explore a wide range of themes relating 
broadly to social structure and change in India. In this, the first volume, the contributors 
discuss theory and method in the study of social structure and change. They provide rich 
discussions on a wide range of themes including the semiotics of ritual, professionalization 
of the social sciences, ethical issues in social research, processes of change in complex 
societies such as India, and the aims and methods of sociology and social anthropology. 
1996 • 236 pages • Rs 275 (cloth) § Rs 165 (paper) 
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SOCIAL STRUCTURE AND CHANGE, volume 2 This volume, the 
Gender and Indian Society second in the series, 

edited by AM SHAH, BSBAV1SKAR and E A RAMASWAMY changing Situs of 

women in Indian society. The wide range of issues covered include the gender bias in 

development policies; women’s participation in r i - 

production processes in rural as well as urban SAGE Pvbllcatlans India Pvt ltd 

settings; socio-cultural dimensions of women’s F^an {J**“ 411s * •" ,M M * 
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COMMENTARY 


How Muslims Voted 

Aaghar All Engineer 


An analysis of minorities 9 votes shows significant patterns: while it is 
, certainly true that these votes have moved away from the Congress, 
i there is no clear evidence of any particular party preferences . Nor is 
the BJP's claim of Muslim support borne out by the analysis . Abo, 
there is little indication today, that the Muslim vote is entirely dictated 
by fatwas ' by religious leaders. 


HAVING emerged as the largest party in the 
recent elections, the BJP is projecting this 
as the people's mandate in its favour for 
forming the government at the centre. This 
is a tall claim on the part of the BJP. The 
average polling was not more than 60 per 
cent this year and the BJP has obtained 20 
per cent of those votes. In other words, of 
all the eligible votes, the BJP has obtained 
much less than one-fifth of the electoral 
support. But even this can hardly be construed 
as thp people's mandate to rule. In the first 
place the number of seats won has nothing 
to do with the percentage of votes obtained. 
Sometimes even when the party loses in 
terms of the proportion of votes, it gains in 
seats depending on its alliances or on the 
number of contestants. The BJP lost two 
percentage points in votes in UP, and yet 
got two seats more than the last time. 
Similarly, due to various factors, while the 
proportion of votes secured by the BJP this 
time remained almost stagnant compared to 
that of 1991 (it got 19.9 per cent), its tally 
of seats went up from 119 in 1991 to 160 
m 1996. In fact, in our electoral system the 
party which gets a majority of votes among 
all the contestants is declared elected even 
if the votes got by the winning candidate 
is much less than 50 per cent. The more the 
number of contestants, less is the per cent 
of votes likely to be obtained by the winning 
candidate. Secondly, in this system if proper 
alliances are made by the parties, a division 
of votes can be avoided and the party in 
alliance is likely to get many more seats even 
with a slightly higher percentage of votes. 
Similar benefits may be obtained by the 
winning candidates in multilateral contests. 
The Congress could win from 1952 to 199! 
with 8.1 per cent to 6.4 per cent more seats 
in parliament for every one per cent increase 
in votes whereas the opposition could, with 
a similar increase win 2.3 per cent to 5.9 
per cent more seats (maximum 5.9 per cent 
in 1977 as there was a wave in its favour 
and there were straight contests between the 
Congress and combined opposition). 

One can legitimately argue that all ruling 
parties in India at the centre or in the states 


have ruled with minority votes, i e, votes, 
less than 50 per cent. True. But the ruling 
parties have always crossed the minimum 
threshold. For example, the Congress has 
ruled generally with 37 to 49 per cent votes, 
i e, from more than one-third to one-half 
of the total votes cast. In 1977 and 1989 
when it came close to one-third, the Congress 
sat in the opposition. 

The BJP. as pointed out by Ajit Kumar 
Jha (see The Times of India, May 18) lacks 
not only the popular mandate but the required 
social mandate as well. According to him 
a preliminary analysis of available exit poll 
data indicates that it received only 3 per cent 
of Muslim votes, an equally low percentage 
of Christian votes and just 11 per cent of 
the dalit votes. The BJP forming the 
government with such a narrow social base, 
according to Jha, sends a wrong signal to 
the minorities. The BJP, with its hindutva 
philosophy and its stress on cultural 
nationalism, can never win over minorities 
and dalits. And governing India, a multi- 
religious and multi-cultural country, with an 
obvious Hindu bias, it can neither provide 
a stable or a healthy government It is being 
said that Vajpayee is a liberal and a moderate 
and hence can win the confidence of Muslims 
and other minorities. In his address to the 
nation on May 19 he assured the minorities 
that his government would maintain the 
multi-religious character of the country and 
that he would follow the policy of ‘sarva 
dhartna samabhava' (i e, equal respect for 
all religions). However, on the Babri masjid 
demolition issue he maintained that it was 
not because of any conspiracy of the BJP, 
but due to Congress' inaction that the event 
happened. 

Even if it is true that Vajpayee is a liberal 
and would like to shun hard hindutva 
programme, hets hardly free to do so. Already 
there is conflict between Vajpayee and the 
hardcore RSS and VHP elements on the 
contents of the presidential address before 
the newly-constituted parliament According 
to a news report (The Times of India, May 18), 
‘The Vishwa Hindu Parishad (VHP) is said 
to be exerting pressure on the BJP to include 


the party's commitment to building a Ram 
temple at Ayodhya in the address that 
president Shankar Dayal Sharmais scheduled 
to deliver to a joint session of the two houses 
of parliament on May 29. The Rashtriya 
Swayamsevak Sangh (RSS) wants the 
templesof Kashi and Matfauraalso mentioned 
in the president's address, according to a 
source in the BJP." Such pressures from 
powerful organisations like the RSS and 
VHP cannot be resisted beyond a point 
With such militancy being displayed by 
these powerful organisations in the saffron 
family, Muslim and other minorities 
cannot repose their confidence in the BJP 
government. 

The BJP claims to have the support of a 
section of Muslims. This section - not more 
than 3 per cent - is not representative of the 
entire community. On the eve of elections 
the BJP, which does not tire of accusing 
the Congress of appeasing the Muslims, 
tried to induce some mullahs from Bombay 
and even sufis from UP Csajjada nashins', 
i e, keepers of mausoleums of sufi saints) 
to issue appeals to Muslims to support the 
BJP. An unheard of organisation from 
Bombay called Majlis-c-Ulema in a statement. 
on May 4 “urged members of the Muslim 
community to cast their votes in favour of 
the Shiv Sena-BJP candidates in the Lok 
Sabha elections... BJP is the only truly secular 
party in the country and under the leadership 
of Atal Behari Vajpayee, it will lead the 
nation to a brighter future" (The Times of India, 
May 6). This statement was issued by the 
general secretary of the Majlis, M U Khan. 

Some sufis of UP also issued a similar 
appeal in favour of the BJP. But the question 
is how far Muslims were influenced by such 
organisations. An analysis of Muslim voting 
pattern easily bears out that the Muslims 
throughout India voted tactically to defeat 
BJP wherever possible. This analysis 
attempted by the Express News Service and 
published in The Indian Express (May 20) 
says. "Embittered by a series of 'betrayals', 
the Muslims in Maharashtra have voted 
overwhelmingly for the 'Third Front’"They 
did not vote for Congress as they hold it 
guilty of demolition of Babri masjid and 
misuse of TADA after the bomb blasts in 
March 1993. They partly supported the Shiv 
Sena-BJP in November 1995 state elections 
but got disillusioned with it because of its 
hindutva-centred policy and the subsequent 
abolition of the Minorities' Commission and 
the Srikrishna Commission of Inquiry, etc. 
According to this analysis the Muslim vote 
for the Third Front resulted in a defeat of 
the Congress in at least 10 of the 48 
constituencies in Maharashtra. It was due to 
Muslim votes that R S Gavai and Prakash 
Ambedkar in Amravati and Akola finished 
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a**mt to the winning Sena and BJP reserved conrtituttwiy; to# voted for too Murshidabad/the Muslim-dominated 

candidates. In Bombay south and north-east TOP candidate as the BJP was quite weak constituencies, voted for the Congress, 

also the fortunes of the Congress candidates there. The Congress also benefited from the Maybe, they were attracted by the candidates 

Murii Deora and Gurudas Kamat suffered split in Muslim votes between the TOP and rather than the party. In Malda ABA Ghani 

as the Muslims voted in favour of the Third NTR-TDP. Such tactical voting on the part Khan Chowdhufy has been elected to 

Front. The split in the secular vote and of Muslims also explodes the myth of parliament since 1980. In this constituency, 

consolidation of the hindutva vote gave Muslims being a vote bank of any party as of the nine assembly seats, the CPI(M) had 

victories to the Sena-B JP in 33 constituencies, alleged by the BJP in its political propaganda, captured seven last time; of these it lost six 

The Congress could win in some of the It also shows that they do not always vote assembly seats in this election, while in the 

constituencies as the Third Front (now named according to the *fatwas’ of their ulema; they neighbouring Jangipur constituency in the 

United From) candidate was weak and often ignore such fatwas and appeals if the Murshidabad district. Idris Ali wrested the 

Muslims and dalits voted for the Congress situation so demands. Sometimes it may so parliamentary seat from the CP1(M). Though 

in Maharashtra. happen that the situational demand may the left retained the Murshidabad and 

The Congress, however, has bettered its coincide with the appeals by religious leaders, Behrampur parliamentary seats it lost seven 

position in Maharashtra compared to the and such coincidences are taken as proof of the 14 assembly seats to the Congress. 

1995 assembly elections. It improved its of Muslims voting as per the bidding of their It is regrettable that the left lost heavily in 

tally from 31 per cent to 34.80 per cent. But religious leaders. the industrial belt of the state which shows 

in the 1991 parliamentary elections it had In Andhra Pradesh both the factions of that the Muslim vote swung away from it. 
got 47.60 per cent and won 38 seats. The TOP together secured 50 per cent votes In Asansol too. which has a large migrant 

Shiv Sena got, in this election, 16.84 per cent while Congress got 40.1 per cent. The ruling Muslim population, the Muslims seem to 

votesandwon 15 of the 20 seats it contested. TOP got 38.5 percent of the votes polled have voted for the Congress which won the 

In the 1991 elections the Sena had polled while the Lakshmi Parvathi faction got only Lok Sabha seat from the area and the JD 

just 8.9 per cent votes. In Mumbai the Sena- 11.5 per cent. In the preceding elections the lost its only assembly seat. However, though 

BJP alliance had its finest performance. It undivided TOP had got 45 per cent votes. Muslims seem to have voted for the Congress 

secured 18 lakh votes compared to 17.5 lakh Due to the split in theTDP votes the Congress in certain areas of West Bengal, this has been 

votes secured by the Congress and the Third bagged 22 seats while the TOP (Naidu) got the exception rather than the rule. The 

Front together. Though the Congress polled 16 and TDP-NTR none at all while CPI, Muslims have still not returned to the 

34.80 per cent votes, it won only 15 seats. CPI(M) and MIM won one each. Congress fold. 

The Congress lost heavily in terms of seats In Gujarat of course the Muslims were In UP though the BJP has won 53 seats 

on account of alliances between the Sena and neither in favour of BJP nor in support of its total proportion of votes has gone down 

the BJP on one hand, and the turning of Congress. The Muslims in Gujarat constitute by two percentage points. It had got 32 per 

Muslim and dalit votes against it, on the other, about 12 per cent of the population and are centin 1991 and 33.25 per cent m 1993 but 

In Andhra Pradesh also almost a similar concentrated in central and south Gujarat only 31 per cent in the 1996 parliamentary 

pattern may be seen. In several constituen- apart from the border districts of Kutch and elections. Yet it could retain its tally of 1991 

ciesinTelengana,HydenibadandSecuiidera- some areas of north Gujarat. Muslims in seats thanks to the division between the SP 
bad the Muslims totally ignored appeals by Gujarat were not enthused to vote massively and BSP. Interestingly, the SP and BSP 

their religious leaders and voted according and most of them kept away from voting, increased their vote percentages, due mainly 

to the local situation. To ensure the defeat In Tamil Nadu they voted massively for the to the Muslim vote in their favour. For 

of the BJP MP. Bandaru Dattatreya, in DMK as they were anti-Jayalalitha for her example, in Lakhimpur Kheri where the BJP 

Secunderabad, the Muslims voted en masse support to the Hindu Munnani. She had also bagged 1.25 lakh votes, the combined tally 

for P V Rajeshwara Rao, the Congress supported the‘kar seva'at Ayodhya. Also, of SP-BSP was 2.2 lakhs. Similarly, the BJP 

candidate and son of the then prime minister it was during her tenure that the Hindu- won the Basti seat with 1.99 lakh votes, 

Narasimha Rao. Thus the shift of Muslim Muslim relations soured in Tamil Nadu, while SP-BSP polled 2.82 lakhs. The 

votes (comprising about 30 per cent of the according to an elderly Muslim. In Punjab, situation was not different in constituencies 

electorate) to Congress gave a lead of 2.5 the Muslims have a presence only in the like Hardoi, Mishrikh, Chail, Bareilly, 

lakh to Rao in that constituency. In Malerkotla area which falls in the Sangmr Mohanlalganj, Ferozabad, Bulandshahar, 

neighbouring Hyderabad, where the BJP parliamentary constituency. Here the Saidpur, Bijnore, Robertsganj, Chandauli, 

bad fielded its national general secretary M Muslims seem to have voted for Simranjeet Padrauna, Hamirpur, Jaunpur, Kannauj, 

Venkaiah Naidu, the Muslims voted shrewdly Singh Mann who was very vocal in Sahatanpur, Hard war, Etah, Jhansi, Hapur, 

- to avoid a split in their votes (about 50 condemning (he demolition of Babri masjid. Muzaffamagar and Sukanpur. The Rae Bareli 

per cent in that constituency) they voted for Mann got 30,115 votes as against Congress’ s parliamentary seat which was a citadel of 

Majlis-e-Ittihadul (MIM) and not for Majlis 11.909 and Bamala’s 24,942. Malerkotla is the Congress was wrested by the BJP this 

Bachao Tehrik (MBT) and elected a Muslim-dominated area. time.Heretoo,theBJPgot34percent,while 

Salahuddin Owaisi though the U lema were In Haryana too, the Muslims seem to have the SP candidate got 27 per cent and the BSP 

opposing him. Their main purpose was to deserted the Congress. The Muslims are 25 per cent of the votes. Thus SP-BSP 

defeat the BJP. However, it must be said that dominant in four assembly constituencies in together got 52 per cent, far above that of 

Salahuddin Owaisi too has a communal and this state. Out of these, two went to the the BJP candidate. The Congress was a poor 

allegedly criminal background. Haryana Vikas Party (H VP)-BJP while one fourth and its candidate lost his deposit. 

In Guntur constituency too the Muslims each was bagged by the Congress fTewari) It is also interesting that in UP the BJP 

(who constitute 20 per cent of voters) and the Samata Party. The Congress got more reserved seats than other parties, 

massively voted for the Congress though candidates were nowhere in the race. They There are 18 reserved seats of whichtheBJP 

Telugu Desam had given the ticket to a were relegated to fourth or fifth places, won 13 while the BSP bagged three. In the 

Muslim, Lai Jan Basha, who had not served However, in certain areas in West Bengal, last election the BJP had wrested lOofthese 

the constituency well during his previous theCongress seems to have captured Muslim seats. Of these 18, the SP got only two. In 

tenure. Again in Mehboobnagar the BJP votes. Though the Muslims have certainly the 1991 elections the JD had secured six but 

factor weighed with the Muslims and they no cause to be anti-left - as the left has in this election it could not retain even one. 

voted for the Congress candidate Mallikaijun. always stood for minorities - it is difficult If the votes polled by SP-BSP are taken 
But in toe neighbouring Nagarkumool, a to explain why Muslims in Malda and together it becomes obvious that they are far 

Economic and Political Weekly Mqy 25,1996 

■ ■ i .'S 


1240 



JiVa —»—*M &** 

WOTC tmm WVUR llm iniMwVSWMlB fOL III 

feet, if tfas* two secular parties had not 
quarrelled, the BJP would not have won 
more than 20 seats. In fact the BJP was 
jubilant that it could divide secular votes. 
But what is more regrettable is that the BSP 
leaders, particularly Mayawati was happy 
that the SP could not get more than 17 seats. 
In fact according to the political analyst V 
N Seth “it was a clash of two personalities 
- Mulayam Singh and Mayawati - which 
prevented an SP-BSP tie-up. The electoral 
verdict is a lesson to such leaders that they 
should not keep personal interests ahead of 
national interests/’ 

It is also interesting that the alliance 
between the SP-BSP would have been far 
more effective in defeating the BJP than the 
alliance between JD and SP. Neither party 
benefited from the alliance. The JD workers 
did not actively campaign for the SP 
candidates nor did the SP workers for the 
JD candidates. The left candidates who too 
had alliances with SP-JD hardly benefited 
from it. It was only an SP-BSP alliance 
which could have swayed the votes of all 
weaker sections of society. The Muslims, 
the daiits, the tribals and the backwards all 
would have opted for the alliance and the 
Bjf> would have faced a crushing defeat. It 
is important to note that in the first-past-the- 
post system it is strategic alliances which are 
more effective in winning the seats than 
simply the poll percentages. Since there was 
no alliance between the SP-BSP, though 
they polled more votes together, it is BJP 
which drew the benefit. The Muslims in UP 
either voted for the SP or for BSP and in 
some cases for the JD also. It was the 25 
per cent Muslim vote in Pilibhit which 
ensured JD candidate Maneka Gandhi's 
massive victory. She won with the margin 
of 2.83 lakh votes, perhaps the highest margin 
in the country. Unfortunately the JD in U 
P also split, the splinter group being headed 
by Ram Ashrey Verma. 

Of the 17 seats won by the SP in UP, 10 
are in those areas where Muslims constitute 
20 per cent to 35 per cent population. 
However, in the Rampur constituency even 
the Congress benefited from the Muslim 
vote where its candidate Begum Noor Bano 
won. In this constituency Muslims constitute 
more than 50 per cent of the population. The 
case of Kaiserganj is also quite interesting. 
Hem (with a 40 per cent Muslim population), 
since all the msyor parties (except the SP and 
the BJP) had fielded Muslim candidates, it 
was feared that the Muslim vote will be 
divided. But the Muslims voted massively 
for the SP candidate Beni Prasad Varma, 
who won. In Domariaganj too, where 
Muslims constitute about 35 per cent of the 
electorate, the SP candidate Brij Bhushan 
Tiwari was elected. 

Similarly, the consolidation of Muslim 
votes was responsible for victory of various 
SP candidates in Badaun (Salim Sherwani), 
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Artis), Kainma (Munawwar Hasan), and 
those from Barabanki and Moradabad. 
Kanshi Ram, the BSP supremo however, 
lost from the Phulpur constituency thanks 
again to the division of secular votes. 
Similarly Salman Khurshid, a Congress 
minister in the Narasimha Rao ministry lost 
from Farrukhabad. The Congress, due mainly 
to the loss of Muslim votes, has been almost 
wiped out in UP. 

In Bihar the JD lost many seats. It could 
not get more than 21 while the BJP succeeded 
in wresting 18 seats. The Congress got only 
two and others including independents were 
rewarded with 12 seats. The debacle of the 
Janata Dal was not on account of Muslims 
being angry with Laloo Prasad but more 
because of people refusing to support the 
turncoats and outsiders. Of the 45 sitting 
MPs who contested from Bihar this time, 
only 20 could make it to the Lok Sabha. It 
is interesting that of the 16 MPs who had 
quit the JD, 15 tried their luck as candidates 
of the Samata Party or the Congress and as 
many as 12 of them were defeated. 

The Janata Dal had split a couple of times 
during the past five years and 10 Janata Dal 
MPs had quit to form the Samata Party on 
the eve of assembly elections. At that time 
their move backfired as they could not prevent 
the JD from coming to power in Bihw with 
a massive majority. But the Samata Da! this 
time achieved its objective in alliance with 
the BJP, causing a major setback to the JD 
in the state, proving again that in the first- 
past-the-post-system, alliances generally pay 
by preventing splitting of votes. George 
Fernandes wanting to teach Laloo Prasad 
Yadav a lesson allied with the BJP. The 
power games are quite strange. Fernandes 
who always swore to fight communalism 
found he had to come to terms with the com- 
munalists. Other former JD veterans like Ram 
Sundar Das and Abdul Ghafoor also had 
joined Samata Party and were allies of BJP. 

Syed Shahabuddin, who contested as an 
independent from Kishanganj also lost. The 
Muslims of Kishanganj complained that 
Shahabuddin was more interested in all- 
India issues than the problems of Kishanganj. 
He was looked upon as an outsider. He was 
also opposed to Laloo Prasad and even 
accused him of having done nothing for 
Muslims. Similarly Mufti Mohammad 
Sayeed, the former union home minister, 
also lost from Katihar. It was a major setback 
for Laloo Prasad. Mufti Sayeed, who is from 
Kashmir, was also seen as an outsider. On 
the other hand. Anwar Tariq who is from 
Bihar won easily. 

Thus it is obvious that no one can take 
Muslim support for granted. Despite their 
sympathy with JD the Muslims in Bihar 
preferred local candidate of an other party 
to an outsider of the Janata Dal. Earlier 
Yunus Salim who had won on the ID ticket 
in 1991 was also an outsider for Bihar and 
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never look any internal in his constituency. 
The CPI(M) MP Prem Chand Ram was also 
defeated as he was accused of not utilising 
the money under the MPs’ fund. In other 
words he lost because of non-performance 
in his constituency. Similarly five of the six 
sitting Jharkhand MPs lost, because of their 
lack of interest in their constituencies. Thus 
the tribal voters are also conscious of how 
to use their vote. The BJP won II out of 
the 14 pari iamentary seats in the B ihar plateau 
in the fortress of the Jharkhand Mukti 
Morcha. The BJP promised a separate state 
for the tribal region (Vananchal), which 
even succeeded in unseating JMM (Soren) 
heavyweights - vice-president Suraj Mandal 
from Godda and former secretary general 
Shailendra Mahato from Jamshedpur. The 
BJP has established its unassailable base in 
the Jharkhand region, possibly because of 
its promise of a separate state for the region. 

The Muslims voted against the Janata Dal 
in many constituencies for the wrong choice 
of candidates. In some constituencies the 
Muslim vote was divided and the BJP and 
its ally Samata Party benefited. The BJP also 
made most of the tribal feelings in the 
Jharkhand region and consolidated its base. 
Laloo Prasad Yadav’s smugness in taking 
the votes of all weaker sections for ganted 
taught him a lesson, Laloo however, 
maintained that the upper caste Hindus did 
not allow the weaker sections of society to 
vote by terrorising them. But there is only 
partial truth in this. The Janata Dal leaders 
in Bihar must do some serious thinking 
about these resubs. 

In this 11th parliament the number of 
Muslim MPs is low, i e, 21 of which eight 
are those who have been elected for the first 
time. Many sta! waits like Sycd Shahabuddin, 
Suleman Sait, Khurshid Alam, Rashid 
Masud, Ghulam Nabi Azad, etc, will not be 
there. Suleman Sait did not contest election 
and the others last. These were veterans who 
raised their voices for Muslim grievances. 
This time there are no Muslim members 
from MP and Rajasthan. Thehighest number 
of Muslims contested from UP. 60, of whom 
only six could succeed. The highest number 
of tickets to Muslims from UP were given 
by the BSP, 23, of whom only three were 
elected. 

The highest number of Muslims m the 
11 th Lok Sabha are from Congress, i e. eight. 
From Janata Dal and Samajwadi Party there 
are four each. The highest number of Muslim 
MPs, six. are from UP. There are two from 
AP, one from Karnataka, two from Kerala, 
three from West Bengal, one *rom 
Lakshadeep, one from Manaras s tra. one from 
Assam and four from Bihar. The highest 
number of Muslim members of parliament, 
44, were elected in 1984. There were 19 
members in 1957, 20 in 1962,28 in 1967, 
28 again in 1971. 31 in 1977, 27 in 1989 
and 25 in 1991 and now only 21 in the 11th 
Lok Sabha election. 
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BSP: Gaining Strength 

Bhimasen Hantal 


While there are clear indications that the BSP has consolidated its dalit 
base , even gamering backward Muslim votes in UP, it is onh an 
alliance with other progressive forces which will give it a further 
impetus. 


IN the recently concluded Lok Sabha 
elections Bahujan Samaj Party (BSP) has 
improved its performance attracting the votes 
of traditional parties like the Congress and 
the Janata Dal and thereby consolidating its 
base. Despite the step-motherly attitude of 
the media towards the Party its electoral 
performance indicates that the BSP is a force 
to reckon with. 

In the 11 th Lok Sabha election it performed 
remarkably well in Uttar Pradesh, Punjab 
and Madhya Pradesh. In Uttar Pradesh, prior 
to the elections, the BSP was regarded as 
a spent force. The 69 seats it had won in 
1993 assembly election in the state was 
attributed to its election alliance with the 
Samajwadi Party (SP). The outside support 
of the BJP to Mayavati in formation of BSP 
government was misinterpreted by the 
vanous political analysis and the media - 
the BSP-BJP alliance it was thought would 
alienate its Muslim support base. It improved 
on its 1991 performance, winning six seats 
m UP. Besides, it stood second in 21 
constituencies and third in 51. It performed 
much better than the SP which won only 16 
seats as compared to five in 1991 despite 
having an alliance with NF-LF. Secondly, 
SP stood second m 32 constituencies where 
BSP claimed third place in 27 seats. However, 
SP maintained third place in only seven seats 
where BSP stood second. More importantly, 
BSP garnered 20.68 per cent votes as 
compared to the 1989 Lok Sabha election 
of 9.9 per cent and 1993 assembly election 
of 11 per cent votes. On the other hand, 
despite the big alliance, SP could get only 
20.83 per cent voles from its 16 per cent 
votes in the 1993 assembly election it had 
secured 16 per cent. In short the swinging 
of votes in favour of BSP is 9.60 per cent 
as compared to only 2.63 per cent in favour 
of SP. Despite the campaigning of film stars 
like Raj Babbar, Dilip Kumar, etc, and tactical 
alliance with leaders like Satish Sharma, 
Madhavrao Scindia, Kalpanath Rai, and 
others, it could not do well in UP. The 
election results also indicate that the Muslims 
are not with SP but are equally divided 
between the SP and BSP. Similarly, the 
Muslims are like the Hindus, highly divided 
on caste lines - most upper caste Muslims 
arc with SP and the backward caste Muslims 
with the BSP. It is also i ntercsting to compare 


that 10 of 18 elected MPs of SP and three 
of the six elected MPs of the BSP of UP 
are Muslim candidates. Hence, contrary to 
the media's projection that Muslims have 
parted company with the BSP after it had 
taken outside support of BJP in formation 
of Mayavati government, Muslims 
(especially the backward Muslims) have 
largely supported the party mainly for two 
reasons: (1) the various welfare measures, 
i e, scholarship to backward Muslim students, 
opening of Urdu schools, appointment of 
Urdu teachers, fighting for Muslim 
reservation, etc, and (ii) its harsh stand against 
VHP and other communal forces especially 
on Kashi and Mathura issue. 

Apart from these, the successful dalit- 
Muslim (DM) Ekta rallies and the messages 
spread to Muslims by it that the socio¬ 
economic transformation was much more 
important than the fake slogan ‘communalism 
down' made conscious backward Muslims 
come out in support of the BSP. Some of 
them have also realised that the followers 
of the BSP have left their traditional religion 
for the socio-political emancipation and that 
Hindu fundamentalism or Islamic fanaticism 
is no longer helpful for their social progress. 

Besides Muslims, the BSP has also been 
able to influence a large chunk of OBCs. The 
most backward sections of the OBCs were 
treated as most backward castes (MBC) by 
the BSP to whom it promised true socio¬ 
economic development. It held various caste 
rallies to mobilise the masses. However, 
despite the big swing of votes m favoui of 
the BSP, it could not win many seats due 
to the non-tactical voting. Secondly and 
more importantly, the defeat of Kanshi Ram 
at the hands of his own one-time 'chela* is 
a major setback to the party. All the patel 
votes and also higher caste votes were 
concentrated in favour of Jang Bahadur Patel 
of the SP to defeat the BSP supremo who 
in his life never contested from reserved consti¬ 
tuencies despitebelongingto scheduled caste. 

The BSP is also gaining strength in Madhya 
Pradesh with two of its candidates winning 
the Lok Sabha elections and others 
considerably improving their percentage of 
votes in many constituencies. The most 
impressive victory of the BSP was in Satna, 
where its candidate, 32-year old Shukhlal 
Khushwaha trounced two older war horses 


MlHfeW* the Ataiarigfft 
of over 22,000 votes, defeating Ms nearest 
rival, senior BJP leader and former chief 
minister, Virendra Kumar Sakhlecha and 
relegating Indira Gandhi Congress (Tlwari) 
working president Aijun Singh to the third 
place. Despite denying a ticket to its sitting 
member Bhim Singh Patel, the BSP retained 
the Rewa seats when its candidate Budheen 
Patel defeatedBJPnominee Proveen Kumari, 
the Maharani of erstwhile Rewa state. Apart 
from the Vindhya region, the BSP has also 
made deep inrocuis in the northern parts of 
Madhya Pradesh. Hie BSP candidates came 
second in Gwalior, Bhind and Morena 
constituencies. In the latter two the BJP won 
with a margin of around 15,000 votes. In 
Gwalior except the BSP all the parties 
including Congress workers supported 
Scindia, without this victory would have 
eluded him, as BSP secured 1.13 lakh votes. 

However, the major loss to the BSP was 
the defeat of its state unit president Dauram 
Ratnakar in Sarangarh reserved constituency 
in Chattisgarh region. Ratnakar, a legislator 
representing Ramgarh assembly segment 
secured second position by securing 1.84 
lakh votes. Similarly, the state unit BSP 
general secretary and MLA Jaikaran Saket 
lost from Sagar, a reserve constituency. The 
BSP nominees came third m Guma, Damoh, 
Shahdol, Bilaspur, Raipur. Durg, Jabalpur, 
Hoshangabad, Vidisha, Rajgarh, and Ujjain. 
The BSP is the rising sun in this tribal land 
too where it polled 11 per cent of votes as 
compared to 3.54 per cent in 1991. 

In Punjab, unlike in other pans of country, 
it had alliances with the Shiromam Akali Dal 
(SAD), where it succeeded in clinching all 
the three scats it had contested including 
Hoshiarpur, from where the BSPchief Kanshi 
Ram was elected. In Gurdaspur, there was 
a friendly contest paving the way for the 
Congress. 

The tabic dearly indicates that in these 
states there has been a swing in favour of 
the BSP. In Punjab though it had contested 
only four Lok Sabha constituencies of the 
total 13 in 1996 its vote swing has gone up 
moderately. Howeverthe contribution of the 
SAD cannot be ruled out. Similarly contri¬ 
bution of BSP to SAD cannot be ignored. 
The alliance has benefited both the parties. 


Table : Performance of BSP: Compression 
of 1991 and 1996 



1991 


1995 

Stales 

Seats 

PtrCcnt 
of Vote 
Shared 

Seats PerCent 
of Vote 
Shared 

Punjab 

1 

19 

3 

22 

Madhya 

Pradesh 

l 

3.54 

2 

n 

Uttar 

Pradesh 

Nil 

8.7 

6 

20.6 
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ritadeifi presence felt in ether pans of India, 
i e, Bihar, Rajasthan, Haryana, Jammu and 
Kashmir, Andhra Pradesh, Karnataka, etc. 
The success of the BSP indicates that the 
weaker sections especially the SC and ST 
who were initially treated as vote banks of 
other traditional parties like Congress, ID, 
etc, are by and large consolidated in the BSP 
fold now. Secondly, the publication and 
circulation of Ambedkar’s writing and 
speeches, Daiit Voice , etc, have made a 
sizeable impact on daiit intellectuals and 
helped in mobilising their people politically. 
Thirdly, the oppressed masses are now 
supporting the BSP for their psychological 
satisfaction too. 

The MBCs of OBCs and backward caste 
Muslims need constructive welfare measures 
for the development of their socio-economic 
position. Because of this perhaps, they have 
not parted company with the BSP. Because 
the BSP which took outside support of BJP 
in the formation of the Mayavati government 
did not compromise its ideologies and 
principles. The BSP also gave the slogan 
‘Ziska Jitna isha Dhari. Usha Utna 
Bhagedhari’ - 'Representation/alloc at ion to 
ea£h community in proportion to their 
population’. As part of its commitment to 
this slogan, it distributed tickets in eleventh 
Lok Sabha elections. For instance, in UP it 
distributed 23 seats to Muslims, 20 to SCs 
33 to BCs, and nine to the upper castes. 

On the other hand, most of non-yadavs 
and backward Muslims have parted company 
from Mulayam. Secondly, yadavs constitute 
only 6 per cent of the population in UP. 
Thirdly, the JD, CPI. CPl(M) and the SP 
have a common vote base in UP. Hence, 
despite the big alliance, he could not do as 
well as expected. Therefore, the recent 
election tretm indicates that to drive the BJP 
out of UP there are only one of the following 
two ways left out: (i) Both the BSP and SP 
should come together with mutual consensus, 
forgetting their past differences, (ii) NF-LF 
should include BSP instead of SP so that 
the common votes of NF-LF-BSP along 
with the additional reserve votes of BSP 
would together be sizeable enough to defeat 
the BJP. Because, dalits, the followers of the 
BSP constitute 23 per cent of votes as 
compared to yadavs, follower of SP who 
constitutes only bpercentof votes. Secondly, 
the Muslims are divided between the BSP 
and the SP. Another most important point 
in this regard is that the rank and file of the 
state unit JD. CPI and CPI(M) are not with 
the SP because of Mulayam’s past record 
in deserting those who support him. Hence, 
though at the central level he could ally with 
NF-LF it did not work at the state level. 

However, the BSP has also got some 
drawbacks which need immediate attention. 


inner democracy; Mayavati mistreated her 
party leaders, even senior leaders in a very 
autocratic and arrogant manner. Ambedkar, 
whom BSP follows, was a strong preacher 
as well as practitioner of democracy, and not 
of autocracy. Secondly, the party needs an 
intellectual base, not merely from bureau- 


OUT of 85 Lok Sabha seats in UP, BJP has 
won 52, emerged as the largest group. In 
1991 at the height of the Ram wave it had 
captured 51 seats and this time it retained 
the same strength, although there was no 
such wave. At that time the party had polled 
33 per cent of the votes in UP. The percentage 
has remained the same in the 1996 elections. 
This shows that the BJP is not a rising force, 
although it has a firm base here particularly 
among the urban middle classes. It will be 
wrong to conclude that all those who have 
voted for the BJP are cornmunalist. 

UP had been a hotbed of Muslim 
communalism and the Muslim League was 
strong here. The argument that Muslim 
communalism died the day Pakistan was 
born is unconvincing. That Muslim 
communalism is active need not be argued. 
In the Shah Bano case it forced the 
government to change the Constitution. 
Banning of Rushdie’s book has also been 
perceived as an appeasement to Muslim 
communalism. The Congress which has been 
denouncing the communalism of the BJP 
but has shared power with the Muslim League 
in Kerala naturally could cut no ice. Mulayam 
Singh who spearheaded the fight against the 
BJP’s communalism is a rank casteist and 
his base, apart from Muslims, is now 
practically confined to his own caste which 
no doubt is a formidable one. He had done 
nothing to win the admiration of the people 
while in power and the manner in which he 
dealt with the Uttarakhand agitation, in which 
the police fired on workers without the least 
provocation killing many along with raping 
of women, was shameful. He was not even 
prepared to hold an impartial enquiry. The 
urban middle class could not acceptation as 


cratt, but also ftom academiriansamljoum*- 
listsfor its stability. Thirdly, it should always 
keep in mind the welfare of ‘bahujan’ as well 
as the ‘sarvajan’. Finally and more impor¬ 
tantly, caste consciousness should be for the 
positive development - ’social transfor¬ 
mation ’, and not for the negative consequen¬ 
ces - ’disintegration and division of society*. 


their leader and consequently had to fall 
back on the BJP, not because they have great 
hopes from this party but as an answer to 
what they conceive as the appeasement policy 
of the Congress and the casteist policy of 
Mulayam Singh Yadav as well as Kanshi 
Ram. It will be wrong to conclude that the 
BJP’s victory represents a resurgence of 
Hindu communalism. If it were so the party 
would not have lost the assembly polls in 
1993. 

The real reason for the BJP’s good 
performance lies in the fact that this time 
the two formidable rivals - the Samajwadi 
Party (SP) headed by Mulayam Singh Yadav 
and the Bahujan Samaj Party (BSP) headed 
by Kanshi Ram - were at loggerheads and 
were out to teach each other a lesson, while 
in 1993 they had fcMght unitedly and emerged 
as the largest group in the state assembly. 
What happened subsequently is a part of 
history and their bitter fight could not but 
help the BJP, as the Congress is already a 
dead entity so far as UP is concerned. 

The BSP polled 20.60per cent of the votes 
and the SP polled 20.83 per cent this time. 
The two together thus polled 41.43 percent 
of the votes against 33.43 per cent of the 
BJP. While the BJP lost 2 percentage points 
of votes as compared to the 1993 assembly 
polls, the SP and BSP improved their 
position to41 per cent. The SP won 16seats 
and was in the second place in 29 
constituencies. The BSP won 6 seats but was 
in the second place in 14 constituencies and 
third in 37 constituencies. In almost all the 
constituencies where BSP and SP opposed 
each other and the BJP won the combined 
votes of these parties was above that of the 
BJP. In a constituency like Allahabad where 


Lok Sabha Electrons: Balance Sheet 
in UP 

Kripa Shankar 


Whil* the BJP has won 52 of the 85 Lok Sabha seats from UP, there is 
no evidence of any marked rise in popular support for it. The reason 
for the BJP’s impressive performance was that the SP and the BSP 
were at loggerheads. The most important aspect af the election outcome 
is the political assertion by the dalits. 
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theBJP’s ex-gresidentM M Joshi, was 
contesting, he polled 2.17 lakh votes against 
the combined poll of the SP alliance and the 
BSP at 2.15 lakh even though the BSP 
candidate did not have a good record. A joint 
campaign would have led to Joshi’s defeat. 
This is more or less true about the other BJP 
winners too. In some constituencies like 
Varanasi, the Apna Dal, a breakaway group 
of the backward castes, made inroads 
resulting in a lower percentage of SP-BSP 
votes. If its votes are included, here also the 
SP alliance had the upper hand. 

The break-up of votes for all the cons¬ 
tituencies is not yet available, but for roughly 
one-third of the constituencies for which 
figures arc available, the combined votes of 
SP and BSP are higher than those of the BJP. 
Had the two parties not fallen apart, the 
BJP's strength would have been drastically 
reduced and it might not even have emerged 
as the largest party in parliament. 

The Congress has won five seats, the same 
as in the 1991 elections. The Tcwari Congress 
has succeeded in two seats. Although N D 
Tewari, its president, won in Nainital, he 
was defeated in Jhansi. The other seat won 
by it is also in the hill region. AU its other 
candidates, some of whom are ex-ministers, 
tasted defeat and none was even in the second 
position. 

The CPI and CPI(M) had a few pockets 
of strength which had returned their MPs in 
the past. In Ghazipur the sitting MP of the 
CPI was defeated by BJP for the first time 
and he did not come even second. In Banda 
its top leader had first shifted to SP and then 
to BSP and has won. In Varanasi the CPI(M) 
candidate lost because the BSP and Apna 
Dal were also in the fray. The BJP also seems 
to have used the bogey of consolidation of 
Muslim votes behind the CPI(M) candidate. 
In Kanpur the CPKM) candidate finished 
second. Possibly a part of its urban support 
base was not happy with the alliance with 
Mulayam Singh. The CPI had a strong base 
in Faizabad, the district in which Ayodhya 
is situated, but Mulayam Singh during his 
tenure as chief minister engineered many 
defections and one such was that of the CPI 
leader of Faizabad, Mitra Sen Yadava, who 
happened to be the provincial secretary of 
the party at that time. He has lost to BJP 
this time. The CPI(ML) entered the fray in 
five seats but lost its deposit in all of them. 

As Mulayam Singh Yadav had shown 
himself a past-master in engineering 
defections from parties which were 
supporting him, particularly the JD which 
he had nearly swallowed and to some extent 
the CPI, these parties were very much 
opposed to any alliance with him. Ram Asrey 
Verma openly revolted and formed a parallel 
JD. The central leadership of JD and CPI 
and CPI(M) forced unity with the SP on 


unwiitif state units. Thcue was a strong 


feeling that alliance should be made with the 
BSP because, despite the opportunist 
leadership of Kanshi Ram, the masses 
following this party consist of the wretched 
of the earth and happen to be the most 
exploited section of the population. In 
hindsight it can be said that the JD and the 
Left would have been in a far better position 
had they allied with Kanshi Ram. In any 
future realignment of forces, the BSP should 
be seen as the party which should get 
preference over other parties and formations 
as the dalits are solidly behind it. What is 
needed is their weaning away from Kanshi 
Ram and his colleagues, which can be done 
if the Left parties launch mass struggles 
which will expose the reactionary character 
of the present leadership. 

The most important and welcome 
development in this part of the country is 
that the dalits are on the march. Today they 
are under the spell of Kanshi Ram but if 
powerful mass struggles are launched they 
will desert him. The left can play a very 
significant role if it can forge its links with 
the dalits through struggles, particularly on 
the land issue. During the entire tenure of 
the SP-BSP combine in UP or afterwards 
when BSP's Mayawati was the chief minister 
not once was the land issue raised. Kanshi 
Ram is on record as saying that he does not 
want any land redistribution. His as well 
Mulayam Singh's ire against high castes is 
only that they are disproportionately 


they own disproportionate land and other 
assets. Already there have been fissures in 
BSP and Kanshi Ram's dictatorial method 
of functioning is alienating him. 

This election has also exploded the myth 
of Ajit Singh's hold over the jats. He has 
only succeeded in winning his seat, though 
by a big margin of 2 lakh votes over his SP 
rival. AU other favourites to whom he gave 
tickets have been defeated. The BJP hold 
over the hill regions has also declined. 
Muslims, by and large, voted for those 
candidates who were in a position to defeat 
the BJP. They supported the Congress 
candidate in Rampur who won by a large 
majority. The BSP had fielded 23 Muslim 
candidates in order to gamer Muslim votes. 
But in a majority of the constituencies the 
Muslims supported non-Muslims who were 
in a position to defeat the BJP. 

This election has also put the final seal 
on the demise of the Congress so far as this 
state is concerned. Its percentage of votes 
polled declined from 18.3 per cent in the 
1991 LokSabha election to 8.1 per cent this 
time. Tewari Congress also polled only 3 
per cent of the votes. Janta Dal is also on 
the wane and its percentage of the votes 
declined from 21 per cent to 4 per cent. The 
combined votes of the two Communist Parties 


also declined from 1.7 percent to 1 percent. 
Obsession with parliamentary politics to the 
exclusion of mass mobilisation seems to 
have landed them in a state of hibernation. 
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Agriculture: Problems of Transition 

RGGidadhubU 


In the last five years agricultural production has sharply declined as a 
result of a combination of factors: declining subsidies and state 
investment in agriculture, confusing land regulations and a conflict of 
interests in the government. 


AFTER the Soviet disintegration, Russia 
has been passing through a phase of transition 
from socialism to a market economy. During 
the last half a decade all the sectors of the 
economy, industry, agriculture, etc, have 
been affected. What has been the impact 
of transition on the agricultural sector and 
the problems that have arisen in the process 
of transition? 

A major impact of transition has been a 
substantial decline in agricultural production 
which is, to some extent, parallels that in 
other sectors. During the last five years, 
agricultural output has fallen by over 35 per 
cenj as compared to the average annual 
output during 1986-90. This is a direct 
effect of the decline partly in area under 
cultivation and primarily in yields of major 
agricultural crops. Between 1990 and 1994. 
grain yields have declined by 38 per cent, 
sugar-beet yields by 40 per cent, sunflower 
yields by 31 per cent. Production of meat 
has fallen by 41 per cent and milk and dairy 
products by 46 per cent. 

The declining trend in agricultural 
production in Russia over successive years 
has been as in Table I. In 1995 thedcclming 
trend in agricultural production which Russia 
has been experiencing since the Soviet 
disintegration, has persisted and even 
accentuated - it is now about -10 to -12 per 
cent under the level of 1994 production. 
While in 1995 the drought situation in some 
parts of Russia partly caused a fall in 
agricultural output, continuous declining 
trends in output cannot be explained away 
only by the climatic factor. Table 2 gives 
an idea about the extent to which output of 
major agricultural products has declined 
between 1991 and 1995. 

While there was a modest increase in the 
output of sunflower seeds, potatoes and 
vegetables between 1991 and 1995 there has 
been 20-30 per cent decline in the case of 
nuyor crops of grain, sugar-beet and raw 
cotton. The output of potatoes and vegetables 
seems to have marginally increased after 
decline up to 1994. Grain output in 1995 
is reported to be the lowest in 30 years. The 
output of wheat which is the main grain crop 
has recorded a decline from 46 MT in 1992 
to 30 MT in 1995. With such poor 
performance in agricultural crops, the fodder 
base has become weak contributing to the 
decline in the livestock from 153 million in 


1991 to 120 million in 1995 (20 per cent 
decline). Onthe whole the declinein livestock 
production has been very significant, in this 
regard the former agricultural minister 
Alexander Nazarchuk in his interview to 
Seiskaya Zizhn {Agricultural Life, a Moscow 
daily, January 21) candidly remarked that 
Russia's countryside is on the road to ruin 
and is impoverished. He said: "Poultry units 
have died out. fur farming has been wiped 
oul. Large cuttle and hog fattening complexes 
have been lost.” 

A Zaverukha who is deputy prime minister 
in charge of Russia's agrarian sector for the 
last three years is also reported to beextremely 
distressed at the "asphyxiating policy of the 
Russian government towards agriculture" 
lSeiskaya Zizhn , January 27]. 

Food Consumption Declines 

The decline in production has adversely 
affected food consumption for 60-70 per 
cent of the population in Russia. During the 
last 4-5 years per capita food consumption 
has declined by about 1000 keals, i e, by 
about one-third and is below subsistence 
minimum. Thus in terms of per capita 
consumption levels. Russia has fallen from 
5th or 6th position to 40th position in the 
world since the Soviet disintegration. Per 
capita consumption of live stock products 
has particularly gone down. In 1995 average 
annua! meat consumption decreased to 
51 kg, dairy products to 249 Is. animal oil 
to 4 kg, fish to 9 kg and eggs 215 nos (Del voi 
Mir, Business World, Moscow, January 20, 
1996). Similarly as a result of decline in 
sugar-beet production and problems of sugar 
extraction, per capita consumption of sugar 
has dropped from 50-51 kg in 1990 to 29-39 
kg in 1995, i e, by 25-30 per cent in five 
years. 

Decline in food consumption has been 
caused also by sharp rise in prices. For 
instance, food prices for the basket of 19 
staple products has shot up from 5400 Rbls 
in January 1993 to 2,30,000 Rbls in 
December 1995, i e, by about 45 times in 
36 months. Due to such steep rise in prices, 
people of low income brackets find it difficult 
to buy meat, poultry, fish, etc. During a visit 
to Moscow in the autumn of 1995, the author 
of this article observed that there were no 
proverbial queues in the shops of Moscow. 
The reason was that meat (many imported 


varieties),fish, fruits were beyond the pockets 
of common Russian citizens for daily 
consumption. Beggers lining up near metro 
stations in Moscow asking for alms is a 
common occurrence now. 

Investment in Agriculture 

One of the major causes for the decline 
in agricultural production has been the deep 
cut in subsidy by the Russian government. 
This has come about almost overnight and 
agricultural farms have not been able to 
adjust to it. In fact, on the issue of state 
subsidy for agriculture, there are sharp 
differences between the representatives of 
the ministry of agriculture on the one hand 
and the ministry of finance and ministry of 
economy on the other. The former minister 
for agriculture and food, Nazarchuk observed 
that even countries with a developed agrarian 
sector contributed between 17 and 80 per 
cent state subsidies to their peasants' income. 
He alleged that "...in our country... the great 
economists and financiers think our 
agricultural production is self-sufficient” 

(Seiskaya Zizhn . January 20, 1996), 
According to him in 1995 the amount of 
subsidies in Russia was the same as in Finland 
which is less than one-tenth in size of Russia. 
In other words, subsidy in Russia has been 
too meagre and inadequate to sustain 
agricultural production dunng the period of 
transition. Nazarchuk who belonged to the 
Agrarian Party resigned from his ministerial 
position apparently in protest against the 
'policy of neglect' of agriculture by the 
Russian government and by president Boris 
Yeltsin. Nazarchuk finds support for his 
views from the deputy prime minister A 
Zaverukha who also contends that the decline 
cannot be overcome without adequate state 
subsidy. 

The anti-Yeitsin lobby in Russia contends 
that besides deep cut m state subsidy, overall 
investment in the agricultural sector has 
gone down substantially. It is pointed out 
that in 1990 the ratio of capital investment 
to volume of output in agriculture was 40 
per cent which compared favourably with 
30 percent in the US, 49 per cent in European 
countries, 45 per cent in Canada. But 
according to Dmitry Rubvalter in 1994 this 
ratio has dropped down to 11.2 per cent in 
Russia and might have dropped even further 
in 1995 (Delovoi Mir, Business World , 
January 20, 1996). 

On the other hand, there is a strong anti¬ 
subsidy lobby in the Russian government 
which has its own reason for cutting stale 
subsidy to agriculture, (a) The Russian 
government is striving to reduce budgetary 
deficit particularly since 1993-94 in order 
to control inflation and to achieve financial 
stabilisation. Hence, government expenditure 
in genera] has been cut substantially which 
includes cut in expenditure on agriculture, 
(b) In the former Soviet Union se veral sectors 
were subsidised by the state and agriculture 
was the foremost among them. One of the 
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general prescriptions of the IMP end the 
World Bank foreconomic transition in Russia 
has been the need to do away with subsidy. 
Following this suggestion, the Russian 
government has been trying to discontinue 
the policy of subsidy for the agricultural 
sector. It appears that in doing so, the 
government expected that agricultural farms 
should manage on their own taking advantage 
of price liberalisation as in the case of 
privatised industrial and commercial 
establishments. 

(c) Apart from this, some sections of 
Russian policy-makers strongly feel that state 
and collective farms were inefficient mainly 
due to over-subsidisation and over¬ 
investment in the past. It is pointed out that 
during 1986-90 despite average annual 
nercase in investment of 22 per cent and 
p.oduction subsidies by 77 per cent, 
agt icultural production increased by only 12 
per cent and per capita consumption of meat 
and dairy products increased by 10-12 per 
cent. Hence it is contended that agriculture 
was swallowing about one-third of the state 
budget without giving proper return on 
investment. Thus it is argued that withdrawal 
of state assistance will eventually make the 
farms efficient in the long run. At any rate 
agriculture is considered to be a 'Black Hole' 
by certain influential sections of the govern¬ 
ment to which Yeltsin lends full support. 
This lobby seems to be playing a crucial role 
in reducing state support for agriculture. 

(d) What has possibly given further support 
to this argument is that there were reports 
about the misuse of funds meant for and in 
the name of food procurement. Izvestia 
reported (December 1, 1995) one such 
incident about misappropriation of grain 
funds to be in tune of Rbl 60 billions which 
was meant to buy 1,00,000 tonnes of grain 
in May 199S in the Altay region of southern 
Siberia. According to the report, a few high 
officials of Altay regional administration in 
collusion with the Altay Food Corporation 
managed to encash a promissory note from 
the Tveruniversal Bank under the pretext of 
food procurement. Between May and July 
1995, this money was transferred through 
certain contact agents from Moscow to Kiev 
(capital of Ukraine) and then to Tallin (capital 
of Estonia) and finally to the Republican 
Bank of New York. Thus 60 billion roubles 
were converted into $ 9 million which works 
out to approximately 6,000roubles per dollar 
as against the official rate of 4,500 roubles 
per US dollar. What is intriguing is that the 
suggestion for taking the promissory note 
from the bank was reported to have been 
made by the then agricultural minister 
Nazarchuk, who has subsequently resigned 
from his position. 

Rural Commodity Producers 

Rural commodity producers in particular 
and agricultural enterprises in general are in 
a serious financial trouble. Apart from the 
effects of the deep cuts in state subsidy, a 


good portion of the faming community is 
reported to be finding it difficult to sell their 
agricultural products for a variety of reasons. 
Firstly, in several parts of Russia market 
infrastructure is still not well-developed and 
there is lack of a developed mechanism of 
multiple trade channels linking primary 
producers, wholesale traders, retail traders 
and final consumers for agricultural products. 
Hence, at least in some pans of Russia, 
farmers do not have proper avenues for 
selling their goods. Secondly, it appears 
there is continued prevalence of monopoly 
position in trade which puts primary 
producers in a disadvantageous position. 
What is worse is that monopoly position in 
the food processing industry persists and 
there is resistance to implementing decisions 
of the Russian government to increase the 
share of agricultural commodity producers 
in the fixed capital of processing industries 
which are being privatised. This state- 
directed proposed link is intended to develop 
agro-industrial complex on new principles. 
But as of now, besides resistance, the 
production capacity in food processing 
industry continues to suffer from outdated 
technology. For instance, in the case of the 
sugar industry, about 50 per cent of sugar 
refining machineries are outdated and not 
a single sugar factory has been set up during 
the last 10 years in Russia. All this has 
resulted in primary producers not getting a 
good price for their products. Thirdly, one 
possible reason for the decline in agricultural 
production is the sharpfall in state purchases, 
in 1995 the targets of state purchases for 
building up federal stocks by the Russian 
government were fulfilled only up to 28 per 
cent for meat and vegetable oil, 39 per cent 
for milk and 10 per cent for sugar. This 
unsatisfactory position, according to Nikolay 
Starodubtsev, the chief of the ministry of 
agriculture and food administration, was 
due to the lack of funding for state purchases. 
Fourthly, while there has been a general 
increase in prices during the last four or five 
years, rise in prices for agricultural products 
was much less than for energy, fertiliser and 
agricultural machineries. As per the report 
(January 25) in Nezavisimuya Gazeta (an 
independent paper), expenditure on energy 
and fertiliser accounted for 70 per cent of 
the cost of bread, meat and milk. Thus the 
overall terms of trade are adverse for the 
agricultural sector. The pathetic plight of 
rural commodity producers and the 
impoverishment of the countryside was also 
observed in Selskaya Zizhn (January 27). 
Many agricultural farms are unable to pay 
wages for months. Further it is stated “Funds 
for operating costs are obtained in a primitive 
way. Even cows with calf are being 
slaughtered and the meat is being sold on 
city squares to make some money to meet 
the most urget needs.*’ Yakov Urinson, 
Russia’s first deputy prime minister for 
economy confirmed that expenditures per 
unit of output was increasing faster than 


actual sdtefiriGNns 

position for the primary agricultural t 
producers. In 1994, Agro-Industrial Comdex 
sufferedalossof 12per cent and onlivestock 
27 per cent (Ekonomika Zizhn , ‘Economy 
and Life Moscow’, No 51, December 1995, 
p 25). Under such circumstances, fanners 
may not have any motivation and incentive 
for increasing agricultural production. 

Agrarian Reforms and Dbcouectmsation 

Agrarian reforms in general and de¬ 
collectivisation in particular were con¬ 
sidered to be important policy objectives for 
successful economic transition in .Russia 
and for radical transformation of i^ricul- 
ture. With that in view since 1992 through 
edicts of the president and resolutions of the 
Russian government, agrarian reforms have 
been carried out. As a result of the de- 
collectivisation programme, all collective 
farms and state farms were required to set 
up committees to reorganise their units 
into either (a) individual private farms or 
(b) producing co-operatives, joint stock 
companies or a combination of the two. 

There was also another option of breaking 
up collective farms into small family private 
farms. Hence by the end of 1993, more than 
95 per cent of collective farms and state 
farms were reorganised. About 28,000 
peasant farms have been formed having 12 
million hectare of land allotted to them for 
cultivation. But the process of forming such 
farms has slowed down to about 4,000 m. 
1994-95 with equal number going bankrupt 
in each year. 

In order to speed up the process of agrarian 
reforms, the Russian president Boris Yeltsin 
issued edict no 1767 on October 27. 1993 
introducing free buying and selling of land 


Tabu 1: Declining Trend in Agric ultural 
Poduction 

(Percentage Change to Previous Year) 


1990-3 

1991 - 5 

1992-9 



1993 -4 
1994-9 

Source: Economic Intelligent unit, London, 
Russia, First Quarter 1995, p 25. 

Table 2: Major Agricultural Products 
(Million Tonnes Unless Otherwise Specified) 


1991 

1995 

Percentage 

Change 

Grains (after 
processing) 

89.1 

63.5 

-28.7 

Sugar beet 

24.3 

19.1 

-21.4 

Sunflower seeds 

2.9 

4.2 

444.0 

Raw cotton (OOOt) 

102 

78.6 

-32.7 

Potatoes 

34.3 

39.7 

415.7 

Vegetables 

10.4 

11.2 

47.7 

Meat 

9.4 

5.8 

-34.0 

(Slaughter weight) 
Milk 

51.9 

39.3 

-24.3 

Eggs (Bln Nos) 

46.3 

33.7 

-28.1 


Smrce: Goskomstat, Moscow, January, 1996,Sto- 
tistical Year Book of Russian Federatim. 
Social and Economic Situation in Russia. 
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while potting restrictions on changing it* 
target oriented purpose, i e, changing over 
to non-agricultural use. As a result of this, 
besides reorganised state and collective 
farms, 95 per cent of private subsidiary 
farms have to obtain documents confirming 
the right of ownershipof land. Thus a major 
structural change has occurred in the sown 
areas by farm categories. In 1995. as per 
Goskomstat data, the situation was as follows. 

(a) 61.1 per centofland under partnerships 
of various types, joint stock companies, 
agricultural co-operatives, etc. In the case 
of these farms there was real dividing up of 
land shares among farmers. 

(b) 31.5 per cent state and collective farms 
where there was no real dividing up of 
shares. 

(c) 4.4 per cent sown area is under private 
farms. 

(d) 4.8 per cent land has been sown by 
fanners and peasant holdings. 

With these ongoing changes tn land 
holdings, the Russian government expected 
major improvements in agricultural 
production. But as several analysts have 
observed the share of land held by newly 
emerged farmers and peasant holdings is 
still too negligible to make any impact on 
Russian agriculture. Apan from this, the 
situation with regard to land ownership is 
still complex. The presidential edict came 
in conflict with the Land Code passed by 
the Russian State Duma in 1994(vide Articles 
101 and 104) which abolishes private 
ownership ofland for agricultural purposes. 

A peculiar situation arose in Russia where 
fanners were said to be owners of land but 
actual users of land continued to be 
reorganised collective and state farms. The 
majority of farmers did not recei ve ownership 
titles on land from agricultural enterprises 
and rural administrative organs presumably 
due to prevailing uncertainties. The pro- 
Yeltsin lobby attributed land ownership issue 
as the critical factor for agncultural ensis 
to which the Agrarian Party does not agree. 
To end this impasse Yeltsin has issued a 
decree ‘On Realisation of Constitutional 
Rights of Citizens on Land’ which has come 
into effect from March 7, 1996. But the 
Agrarian faction in the Duma has reacted 
strongly reiterating that this is illegal and 
proposes to take up the matter with Russia’s 
Constitutional Court. Thus on the issue of 
ownership of land there are deep differences 
between Yeltsin-Chemomyrdin combine on 
the one hand and the Russian Duma on the 
other. This has created a deadlock situation 
for the agricultural farms and enterprises. If 
this is not resolved, then a referendum may 
be held on the land ownership question. 

There seem to be valid arguments on both 
sides. The Russian Duma* s arguments against 
private land ownership are presumably based 
on the fear that ownership will eventually 
lead to free buying and selling of agricultural 
land resulting in speculation in land property 
by even non-agriculturists which will 


eventually affect the interests of rural 
commodity producers. It may be further 
contended that unlike in some east European 
countries. inRussiathequeStionof restitution 
ofland ownership to the original farmers has 
not been serious since about 70 years have 
passed and original owners from whom land 
was confiscated under Stalin's forced 
collectivisation may he hardly traceable, if 
alive. Hence, communists with their 
enhanced strength in the newly-elected Duma 
do not want to create a class of land owners, 
which any way is against their political 
ideology. 

In contrast to this, the pro-Yeltsin lobby 
which is interested in building a capitalist 
type of society wants to establish a land 
market through private ownership of land. 
This could be a basis for developing 
appropriate infrastructure such as land banks, 
mortgages, harvest insurance and so on. 

Food Imports 

Decline in domestic agricultural output 
has been partly compensated by increase in 
food imports. The share of food and raw 
materials for food industry in total imports 
of Russia has increased from 22 per cent in 
1993 to 29 per cent in 1994. In 1995 meat 
and meat products were the largest items of 
imports from the US. Such increases in 
imports will have their own consequences. 
According to the Institute of Research on 
Market Situation in Moscow, in 1995 overall 
food imports comprised 40 per cent of total 
food consumption in Russia (Moscow ITAR- 
TASS, February 5,96). Hence, what causes 
anxiety for some sections of policy-makers 
is that food imports in Russia have crossed 
the ‘critical level’ of 30 per cent of total 
consumption. It is, therefore, argued that 
any country which exceeds the critical level, 
may be exposed to the risk of becoming 
dependent on food suppliers and may face 
unpredictable consequences. For instance, 
depending upon world market situations, 
foreign suppliers can dictate higher prices 
and offer low quality food. In this context 
the grain inspectorate of the Russian 
government has deplored substandard wheat 
imported into Russia from the US and Poland 
which was eithercontaminated with magnetic 
metal or had low gluten content making it 
unsuitable for baking bread of standard 
quality (Selskaya Zizhn , February 13,1996). 

The dependence of several industrial 
centres on imports of food products has been 
most critical where consumption of imported 
meat and dairy products has reached 70-80 
per cent. The author personally observed 
that imported sausages, poultry products, 
ice cream and butter were sold all over 
Moscow city. At several retail outlets there 
were bold advertisements about The Best 
Ice Cream from the USA’, ‘The Best Sausage 
from New York’ and soon. At the same time 
Moscow’s old time cafes and ice cream 
parlours selling domestic ice cream on the 
Gorky Street in the city centre have been 
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has also been changed presumably to prove 
the progress in transition). What was even 
more distressing was that several state-run 
food shops where essential food products 
produced in the country were sold at low 
and fixed prices in the past have been closed 
or are privatised. Even at ‘Rinoks* (Russian 
name for farm markets) where private 
fanning in the former Soviet Union had 
outlets for sales, there arc plenty of food 
products but most of which are imported 
including many brands of wines, whisky, 
vodka some of which are imported, but often 
adulterated. 

It is true that in large industrial centres, 
imported food products find ready markets 
because of their better quality and attractive 
packagings in which domestic food industry 
cannot compete. Moreover, the role of mafia 
cannot be underestimated. There were 
reports about trading organisations in cities 
being controlled by mafia groups refusing 
to buy and market domestic agricultural 
products presumably for making higher 
profits on imported goods. At any rate, 
Russia’s policy on agricultural imports 
seems to have made some adverse impact 
on domestic production. 

The prospects for Russia's agncultural 
sector do not appear to be bright. About <6 
to 8 per cent negative growth in agricultural 
output is expected to persist during 1996-98. 
According to some estimates only by the 
year 2000 this declining trend may be 
reversed, presumably on the expectation of 
the increasing positive role and contribution 
of pnvate and family farms. However, much 
depends upon policy towards agncullure. 
The Agrarian Party of Russia, being 
disillusioned with the indifferent treatment 
meted out to rural commodity producers, has 
decided to support communist party leader 
Zyuganov in the presidential election in 
June 1996. The state Duma has passed a 
draft resolution on ‘Measures for stabilising 
economic situation in Russia's Agro- 
Industrial Complex in 1996’ and urged the 
Russian government to take appropriate 
measures. Presumably under pressure from 
the Duma, the Russian government has 
increased allocation for the agricultural sector 
by providing 13.1 trillion Rbls in the 1996 
budget. This may facilitate granting part of 
credit needs for supplies of oil and fertilisers 
to the farmer. The government has also 
postponed the settlement of 4 trillion Rbls 
debt on 1995 credit to the agricultural 
enterprises which have suffered from draught 
in 1995 up to end of 1997. 

While these measures may partly meet the 
needs of agricultural ministry, the Russian 
government, however, has been facing 
pressures from other ministries such as 
economics, finance, fuel and energy and rail 
which are against the adoption of Duma 
resolutions 0 Moscow Interfax , February 1, 
1996, AR 2/2/96). Hence budgetary 
provisions may end up only on paper 
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PERSPECTIVES 


Transforming of Political Culture 
Mahila Samakhya Experience 

Srilatha Batliwala 


The experience of a small experiment undertaken by the Mahila 
Samakhya programme in Karnataka, which attempted to find solutions 
to the problems raised by women's participation in the panchayat raj 
institutions as a result of reservation policy shows that women's 
participation in government may serve to transform the culture and 
functioning of local government institutions . 


SUSTAINABLE and long-term change in 
the subordination of women is essentially 
a political process and can be successfully 
completed only when women storm the 
formal institutions of political power that 
have thus far been controlled by men, 
particularly those of the dominant social 
groups. However, merely becoming 
representatives in corrupted and un¬ 
accountable political bodies is not the 
solution - the very nature of politics, and 
the very way political power is exercised 
has to be transformed. Obviously, there is 
no reason why only women should be 
concerned with this - it is a social project 
in which both men and women have a stake. 
However, women have a special opportunity 
to take the lead in this process because there 
is a strong and widespread women's 
movement in India. What is more, the 
movement itself is built on re-examining 
and challenging existing power relations, 
and is engaged in the quest for an alternative 
- and ethical - framework for the practice 
of power. Experience shows that in general, 
whenever and wherever women have entered 
politics and political institutions, one of two 
things have happened: they are either co¬ 
opted and corrupted by the dominant political 
culture, which also often means distancing 
themselves from the needs and issues of the 
mass of women; or, if they were unwilling 
to play by the rules of the game, they are 
rendered ineffective and marginalised. Either 
way, neither has the cause of women 
advanced, nor has the nature of politics itself 
been challenged or altered in any substantial 
way. There are three main reasons for this, 
in my view. 

Lack of a critical mass ofwomen in political 
institutions: The number of women entering 
formal political institutions like the state or 
national legislatures, or even the old 
Panchayati Raj bodies (which existed prior 
to the 73rd and 74th Constitutional 
Amendments), has been woefully inadequate. 
Figures for the Lok Sabha, for instance, 


show several revealing trends: The increase 
in the percentage of women MPs to total 
MPs between 1952 and 1991 is only 3 
percentage points - i e, from 4.4 per cent 
in 1952 to 7.4 per cent in 1991. At the state 
level, the picture is little better: in Karnataka, 
for instance, the percentage of women 
MLAs in the state assembly has decreased 
from 5 percent in 1952 to 3 per cent in 1994. 
Until the Karnataka Panchayati Raj Act, 
1985, which made a 25 per cent reservation 
of seats for women, the nationwide custom 
of nominating one or two women members 
to the panchayats ensured that their presence 
in these bodies was virtually irrelevant. Even 
in West Bengal, whose panchayat system is 
considered a model because it broke the hold 
of the traditional rural elite over the pancha¬ 
yats, we find that women’s representation 
prior to the 73rd Constitutional Amendement 
was dismal - less than 5 per cent. 

It is therefore clear that there must be a 
critical mass of women - and that loo, women 
with a radical, feminist consciousness - to 
materially affect the culture and functioning 
of political institutions; only then can they 
hope to usher in policies, laws and 
programmes for gender justice. Conce¬ 
ptually, this is where reservation policies 
must be placed: they create an enabling 
condition for a critical mass of women to 
enter the political arena. However, reser¬ 
vation is only a beginning, for it cannot 
ensure that the women entering politics 
through it will function any differently from 
their male counterparts. 

Lack of a strategic link between the 
women 's movement and women in politics: 
Women entering the formal political system 
in India have not necessarily come from, 
been supported by, or accountable to a mass- 
based and progressive women's movement 
in the country - especially a movement 
which has become a political force in its own 
right, and is thus capable of influencing the 
political system, while simultaneously 
maintaining a supra-political stance. Indeed, 


this could be said to be the case with the 
majority of our politicians, barring some 
exceptions, who have emerged from mass- 
based peasant organisations or trade unions. 
This means that most women in politics owe 
their allegiance to the political party that 
fielded them, and to the interest group, region, 
and constituency from which they hail, in 
that order. All of these have had an 
unimpressive track record on women's 
issues; in fact, some political parties have 
abjured any specific agenda for women as 
being divisive and reformist, while others 
are openly obscurantist in their position on 
women. 

How can women in political institutions, 
coming from such diverse backgrounds and 
ideologies, play a positive role for the 
advancement of all women? Clearly, this is 
possible only if they have emerged from a 
progressive, feminist women’s movement 
with a mass base, which not only continues 
to support them in both ideological and 
practical ways, but to which they are also 
accountable. 

Women’s experience of power in the pri¬ 
vate and public sphere: Finally, women's 
experience of power in the public sphere - 
or lack of it - is a critical factor affecting 
their performance and effectiveness in the 
formal political system. Since women have 
been denied power in the public domain for 
millennia, their only experience in the 
exercise of power is, by and large, in the 
familial or private sphere; and even here, has 
been exercised indirectly, through their 
influence on the key men of the household. 
Thus women have been conditioned, from 
earliest childhood, to uphold male power, 
and to seek power through men. They have 
little experience of joining together with 
men - much less with other women - in 
pursuit of wider social projects, or of using 
power in a different way, for different ends. 

Conversely, women’s only model for the 
exercise of power in the public sphere is that 
created by the dominant feudal and 
patriarchal forces. The culture of power that 
they have witnessed has thus been that of 
power over, not power on behalf of, or for 
a larger social good. The model of political 
power surrounding women in our society 
has increasingly come to mean bribes, 
corruption, patronage networks, and the 
promotion of narrow interests. Corruption 
and criminalisation of the electoral process 
has resulted in facile justifications of post- 
electoral corruption and malpractices. 
Women entering the political system for the 
first time thus have no alternative models 
or political culture to emulate or promote 
but are under constant pressure to fall in line 
and conform to the existing norms. 
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Ail these factors tmjily diet the hfcfion 
women’s movement must have a clear 
political agenda and a strategy of entering 
and transforming political structures ~ 
including political parties* trade and peasant 
unions, and institutions of governance. The 
time has come for such an agenda to be 
formulated with maturity and farsightedness 
- which means a change in postures. For 
instance, the movement has often demanded 
accountability from women in politics, asking 
what they have done for the cause of women. 
Perhaps now, we must also ask ourselves 
what is the responsibility of the women’s 
movement, to support and enable women in 
politics to work for the cause, and to alter 
the nature of politics itself? 

With one-third reservation for women in 
the panchayali raj institutions - and serious 
lobbying for similar reservation in state 
assemblies and the Lok Sabha - the 
progressive women's movement in the 
country must now formulate a strategy for 
accessing political power while simul¬ 
taneously maintaining a supra-political 
stance. It is in this context that a small ex¬ 
periment undertaken by the Mahila 
Samakhya programme in Karnataka can 
provide several insights about such a strategy. 

Karnataka Experience 

The Karnataka government, under the 
visionary leadership of rural development 
minister Nasirsaab, enacted a radical new 
Panchayali Raj Act in 1985, designed to 
genuinely devolve power to democratically 
elected local self-government bodies. The 
1985 act created a two-tiered system ol local 
government: the /ilia parishad at the district 
level, and the mandat pane hay at covering 
approximately 15.000 population at the 
village level. 1 The most unique and histoncal 
character of the act. however, lay in its 
reservation of 25 per cent of all scats <n 
panchayat bodies for women, cutting across 
other reservation categories such as SC, ST. 
OBC, etc. In the panchayat elections held 
in 1987, therefore, 26.65 per cent of the H21 
members elected to the /ilia parishads, and 
25.41 percent of the 55,188 members elected 
to the mandal panchayats, were women. 
Further. 2,469 or nearly 18 per cent of the 
14,025 women mandal panchayat members, 
and 18 of the 200 women zilla parishad 
members were scheduled caste and tribal 
women [Anand Inbanathan, The New 
Panchayali Raj in Karnataka: An 
Evaluation , Manuscript 6, Institute of Social 
Studies, 1995], In the 1994 elections, 
according to government data nearly 44 per 
cent of members elected to the gram, taluk 
and zilla panchayali were women. 

It was in the context of this fully 
functioning local self-government system 
that the Mahila Samakhya programme 
.(hereafter, MS) was launched in three 


districts, Btdair, Bijapur and Mysore (die 
programme expanded into the districts of 
GulbargaandRaichurin 1991, and currently 
covers over 700 villages in the five districts) 
early in 1989. The stated objective of Mahila 
Samakhya was ‘Education for Women’s 
Empowerment’, where education was re- 
deftned to signi fy a processor consciousness- 
raising, organising and broadening the 
awareness and skills of poor rural women 
to take control of their lives. Literacy and 
girl child schooling were important goals of 
the programme, but rather than make them 
ends in themselves, the approach was to 
create a demand for them as one of the 
several means by which the natureof existing 
gender and social relations could be 
transformed 

In Karnataka. MS’s basic strategy was to 
organise poor rural women into collectives. 
The focus was thus on the building of mahila 
sanghas by the programme’s acti vists, known 
as sahayogims, each working in about 10 
vi llages/hamlcts. The sanghas were to evolve 
gradually, over as much as a year or more, 
as a unique space and forum needed and 
owned by its members, rather than as 
externally created entities that collapse when 
MS withdrew. Since a significant number 
of grass roots women in the villages selected 
by MS were members of the mandal and zilla 
panchayats. it was quite natural that many 
women panchayat raj institution (PR I) 
members became active in the emerging 
mahila sanghas. 

It soon became evident to MS staff that 
a majority of these women had been forced 
to contest elections by their male relatives 
and kin. The barriers to their effective 
participation were multiple: illiteracy, lack 
ol awareness ol their rights and re¬ 
sponsibilities. manipulation by male upper- 
castc members or men of their own strata, 
lack of knowledge ol the Panchayat Act and 
the rights and duties of the PRIs and their 
members and most importantly, the triple 
work burden that rendered the opportunity 
cost of paiticipatum very high. 

As part ol its consciousness-raising and 
political education strategy. MS district (cams 
helped the village mahila sanghas to stratcgisc 
on bow best to lobby the mandal panchayats 
which, under the 1985 act. had allocatory 
powers over 90 per cent of the district’s 
development resources. Women members 


of the panchayat became the natural targets 
of such lobbying, which raised the issue of 
their very poor capacity to function within, 
much less influence, panchayat decisions. 
This led, inevitably, to recognising the need 
for special training and support interventions 
for women members of the PRIs, and very 
soon, for all SC/ST and backward caste 
members, women and men. 

A series of special workshops were then 
organised for local mandal panchayat SO 
ST members (men and women), and later, 
for all women members, regardless ol caste. 
The latter were very useful exercises in 
learning to what extent women could 
transcend the social divisions amongst them, 
as a gender, and formulate some common 
agendas, regardless of caste and class. These 
workshops were sometimes quite explosive, 
but very good for sensitisation, since upper 
caste women had to stay and eat together 
with dalit women if they wanted to attend 
training opportunities being provided by 
MS. This forced both groups to introspect 
on the limits and the potentials of gender 
solidarity, on where their caste and class 
interests converged and diverged. For 
example, uppercastc women representatives 
of one mandal supported the dalit members’ 
demand fora separate cremation ground, but 
were notwillingtobackthedalits’ alternative 
demand to cremate their dead in the upper 
caste ghat. 

In this process, it became dear that the 
sanghas should strategisc much more 
purposivcly to contest the next round of 
panchayat elections: identifying and pre¬ 
paring potential women, training themselves 
before, rather than after, entering the local 
bodies, and breaking out of (he confines of 
reservation policy by contesting and 
campaigning to win open category seals. 
This naturally brought up several critical 
questions about what would he the 
relationship of such women with the sanghas 
during the election process and after they 
entered the panchayat bodies. These are in 
essence the same questions we would have 
to ask about the relationship hot ween women 
entering politics from the women’s 
movement and the women’s movement as 
a whole, viz. (1) Would women candidates 
from (he mahila sanghas he allowed io contest 
in the name of the sang ha, or use ihcir 
membership of the sangha as a campaigning 


Table : Mamma Sangha Women Elected to Gram P\nciia> *rs in MS Disucins 


District 


No of Women 
Candidates 

No of Women 
Elected 

No ol Women 
Presidents 

No ol Women 
Vice Presidents 

Bijapur 


90 

59 

6 


Gulbarga 

- 

35 

22 

1 

1 

Ruichur 


14 

14 

- 


Bidar 


30 

27 

- 


Mysore 


30 

13 



Total 


199 

135 

7 

8 



strategy? (2) ff elected, would the women 
members continue to be members of the 
sangha and participate in its decision-making 
processes? (3) What would be the account¬ 
ability of the successful women candidates 
to the sangha after election, in their capacity 
as members of the panchayat body? (4) How 
would the sangha .in turn, relate to the women 
panchayat members elected from amongst 
them, and to the panchayt bodies as a whole? 
(S) How would the sangha handle changes 
in the attitudes, behaviour, values, or goals 
of its members after they became panchayat 
representatives? 

The women’s sanghas in MS districts and 
villages prepared in various ways and with 
varying degrees of intensity to contest the 
1994 gram panchayat elections Countless 
workshops were held to build a critical 
analysis and awareness about key issues, and 
training programmes held to acquire skills in 
a number of practical areas, including: 

- the nature of the dominant political culture, 
structures, and institutions, and strategies 
for change 

- the nature, powers, and functioning of 
political institutions like the PRIs. the state 
assembly, and national legislature 

- the problems laced by women and SC/ST 
members and strategics tor tackling these. 

- functionally literacy and numeracy 

- the brass tacks of panchayat lunctiomng 
including meeting notices, sitting fees, 
framing resolutions, keeping minutes, 
procecdures, gram sabhas, etc. 

As Table shows, nearly 200 sangha women 
in five MS districts contested gram panchayat 
elections, including several who contested 
non-reserved general category scats. Of 
these, 135 women were elected - more than 


100 of whom weredalits. Twosanghawomen 
won general category scats. Several of them 
have become presidents and vice presidents 
of their panchayats. 

Quite naturally, there were problems and 
dilemmas: friction sometimes arose between 
women wanting to contest for the same scat; 
some women who were enthusiastic to contest 
did not have the support of other sangha 
members because of doubts about their 
competence, fears about the undue influence 
of their male relatives, or past feuds within 
the group. Wherever more than one woman 
contested from the same sangha, this was 
usually at the instigation of their men. 
Similarly, women who left the sanghas after 
their election have done so at the behest of 
their husbands and other male relatives. In 
a few cases, this has led to the breaking of 
the local sangha. 

But these negative situations were 
outnumbered by countless examples of 
carefully deliberated choices, and sacrifices 
made by individual women who withdrew 
from the fray to avoid breaking up votes, 
or to preserve the unity of the sangha itself 
Most importantly, the entire process enabled 
the sanghas to hammer out answers to the 
above questions - and I believe that the 
answers some of them found have a great 
deal to leach us about the women’s move¬ 
ment’s role in enabling women's access to 
political power, while simultaneously 
struggling to alter the dominant political 
culture: 

- Firstly, most sanghas decided that while 
selected women from amongst then 
memberships would stand lor election in 
their own name, they could actively use then 
membership and political rccoid in the 


saftgfcftitn tbefr campaigningilwjt is.they 
did not want the sangha tobecomc tantamount 
to a politcal party, and be subverted by the 
unsavoury party politics surrounding them; 
but since their members would not Woo 
voters with the usual means (distributing 
liquor, making untenable promises about 
distribution of benefits, etc), they would 
use, instead, the considerable respect earned 
by the sangha and its members for integrity 
and activism on behalf of poor women. 
What is more, the sangha members 
themselves campaigned for their candidates, 
capitalising on the sangha’s record of 
struggles for equitable distribution of public 
resources, its militancy in protecting and 
promoting women’s rights, and the greater 
awareness and preparedencssof its candidates 
for effective participation in the panchayats. 
Consequently, electioneering did not entail 
much expenditure for the sangha candidates. 

- Successful candidates are allowed to 
continue to be members of the sangha. Most 
sanghas viewed this as vital, both as an 
ongoing support to the women and in order 
to demand accountability from them. 
However, formal leadership positions or 
responsibilities within the sangha must he 
relinquished. 

- Sangha members who became panchayat 
representatives have several responsibilities 
r/.wj-m ilie sangha' They must advocate the 
sangha’s agenda for women’s rights and 
development in the panchayat’s decision¬ 
making processes f for example, selection of 
women beneficiaries lor various schemes, 
piopcr application ot poverty norms in 
beneficiary selection tor schemes hkolKDP. 
Jawahar Ro/gar Yopia. etc). they must 
provide information about the panchayat’s 


NEW BOOK FROM 


DIALOGUE GROUP 


PARTICIPATORY TRAINING METHODOLOGY 
A PROCESS & CONTENT FOR EMPOWERMENT 

By 

M C RAJ 


1995, Pages 72 Rs. 30.00 

This book deals with Participatory Training Methodology in a systematic way. It will be a great help to design, organise 
and to facilitate Participatory Training. Send your orders to: 


Rural Education for Devp. Society 

REDS Road, Shantinagar 
S S Puram P O 
TUMKUR - 572 102 
Tel: 0816-72515, 0816-77026 


Dialogue Group Secretariat 

No. 15, 4th Cross 
4th Division, Gandhinagar 
TUMKUR - 572 102 
Tel: 0816-74491 


Economic, and Political Weekly., May 25, JV 


1250 







ssrngha; and they imsUnform the sangha of 
any decisions which are likely to be 
prejudicial to the interests of the larger 
constituency of poor women and their 
families. 

- Intum, several kind of practical, intellectual 
and moral support areextended by the sangha 
to women representatives (in most cases, 
whether they are sangha members or not): 
they can appeal for the sangha’s support in 
situations where their right? as women, or 
as panchayat members are being infringed, 
or their ability to function is being adversely 
affected (for example, sexual or caste-based 
harassment or discrimination, non-payment 
of sitting fees, resolutions passed in their 
absence or without requisite quorum, 
husbands or sons forcing them to stay ai 
home and attending meetings in their stead, 
helping out with child care, fuel gathering, 
cooking or other tasks to enable her to attend 
meetings, etc); they can continue to access 
the various learning, awareness- and skill- 
building opportunities provided to the 
sanghas by MS or other NCOs. 

- In cases where women’s attitudes, values, 
behaviour, or solidarity with the sangha (and 
with the interests of poor women, which it 
.represents) begins changing, or signs of 
corruption or co-option become evident, the 
sanghas have used several accountability 
weapons: There are several examples of 
women sangha members changing colour 
after becoming panchayat members. 

- Usually due to the pressures exerted by 
their men, sanghas have dealt with these 
situations in a variety of ways: Firstly, there 
are open discussions in the sangha meeting, 
in the presence of ihc errant member, about 
the changes and what they represent. The 
individual is advised, warned, cajoled, 
persuaded. If there is no change despite this, 
sanghas have been known to terminate 
membership ot the sangha; withdraw their 
support in material and psychological terms; 
organise protests; publicise and campaign 
against the errant individual and/or the lobby 
she has become part of; pose a public 
challenge at the gram sabha; and most 
importantly, deny access to the learning and 
skill-building opportunities provided to the 
sanghas by organisations like MS. These are 
powerful weapons which act as deterrents 
more often than they are actually used. The 
sanghas have acted not only as watchdogs, 
but also as guides and supporters. This dual 
role is critical to whatever little success they 
have achieved in the 200-odd villages where 
their members have become part of the gram 
panchayats. 

This is where the role and importance of 
the relationship and links between women 
in politics and a larger, vibrant, politically 
conscious and ethical women’s movement 
comes in. In the MS programme, a strong 


effort *as made td'buM a Efferent culture 
and model of power within the sanghas 
themselves. Through experiments with 
collective leadership, rotating leadership, 
strong mechanisms of collective planning, 
action, analysis and public accountability, 
an effort is being made to build a new culture 
of power, and a different value system. 
Simultaneously, the MS programme teams 
have maintained their inputs for cons¬ 
ciousness-raising capability for critical 
analysis, and a continuous upgrading of 
information, knowledge, skills and collect! ve 
strategies Together, the sanghas and MS 
have attempted to strengthen the search for 
alternative values and new ways of exercising 
power, so that they do not reproduce the 
inequitable power relations of a patriarchal 
and socially stratified society. 

This has not been an easy task. The external 
social and political environment is 
enormously powerful and resilient, and 
continual! y saps the process in multiple ways, 
quite olten through women’s own 
internalised attitudes. From within, women 
are struggling with their own conditioning 
in a feudal and patriarchal society, which has 
trained them to accept their place in the 
social and gender hierarchy, to embrace 
dependence and eschew autonomy. From 
without, it is all too easy for the politics of 
narrow, divisive identity, personal aggran¬ 
disement and affluence, patronage, and 
patriarchy to takeover. After all. these women 
arc swimming against the social tide, and 
it is inevitably that they often fail. 

For instance, experiments in changing the 
dominant, patriarchal single-leader model 
have brought a host of problems in their 
wake; rotating joint leadership of thesanghas 
(such as the nomination of three or four 
members to act as sangha ’sahayakis' for a 
fixed period of time, after which a fresh 
group takes on this role), leads to situations 
where the best and the brightest’ are unhappy 
when their turn is over-which is often when 
they are really feeling ready to ‘take charge’ 
- and not always billing to give of their 
insights and skills when the situation 
demands. Collective Icadershipalienatesand 
frustrates highly motivated and articulate 
individuals who feel they are criticised for 
domination if they take the initiative in a 
given context, and damned when they don’t, 
in hindsight, for not doing so. Finding gender 
unity across caste, community and ethnicity, 
even if within class, has been difficult - for 
instance, tribal and scheduled caste women, 
or dalit Hindu/Buddhist/Muslim/Christian 
women, demanded separate sanghas. or were 
far more suspicious of each other than they 
were of the dominant castes. 

ft would be foolhardy indeed for MS in 
Karnataka to claim to have successfully 
changed such deeply ingrained social 
di visions, values and attitudes - but certainly. 


there are beacons of hope. The experiences 
of MS Karnataka activists, film-makers 
preparing modules for training, of panchayat 
raj members and at least one independendenf 
study (Challenge and Opportunity: A Study 
of Women Panchayat Representatives in 
Karnataka , Uma Resource Centre 1SST 
1995) confirms that women PR1 members 
from the mahila sanghas of MS districts are 
a force to reckon with in the panchayats and 
are bringing changes - no matter how 
seemingly insignificant - in the functioning 
of panchayats. For instance, Hanumavva of 
Dotihal gram panchayat requested Mahila 
Samakhya to provide training to all the lower 
caste members of her panchayat. Subse¬ 
quently, this group has become a strong 
lobby within the panchayat. ensuring that 
they have a say in all decisions taken and 
that the interests of the poorest are central 
to all panchayat initiatives. 

Sangha women who have become gram 
panchayat members have nol only been found 
to be consistently more articulate, aware, 
assertive and effective as GP members, but 
appear to be challenging and bringing some 
change in the conduct and culture of the GP 
as a whole. To cite a few examples, ensuring 
that no drinking and carousing is done in 
the panchayat office, calling to order meetings 
where proper procedures are noi being 
followed, demanding changes in doctored 
meeting minutes, forcing disciplinary action 
against errant GP secretaries, and ensuring 
that gram sabhas are regularly held and the 
GP budgets properly prepared and 
presented. 

These are no mean achievements, and bear 
testimony to a more important lesson the 
sanghas arc teaching us: that they arc actively 
analysing and transforming the culture of 
the institutions of political power, from both 
instde and outside. They are struggling to 
create viable mechanisms for changing the 
dominant model of power and politics in the 
public domain. This is a messy and laborious 
process, with many reverses and failures. 
But what is far more important is that it has 
been undertaken with great seriousness and 
a spirit of hope. These women are bringing 
change by betieving in change. The women’s 
movement at large can do no less. 

Notes 

(This article is based on the paper presented by 
the author in the sub-theme on * Women, Political 
Participation and Politics of Organising* at the 
Seventh National Conference of the Indian 
Association of Women's Studies. Jaipur, 
December 27-30. 1995.1 

I This system was revised in the Karnataka 
Panchayati Raj Act of 1993. to a three-tier 
system of gram panchayats. taluk panchayats 
and zilla panchayats, m keeping with the 73rd 
Constitutional Amendment The reservation 
for women was also increased to 33.33 per 
cent. 
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REVIEWS 


‘Singing About the Dark Tunes 9 
Bangladesh Drug Policy 

S Srinivasan 

The Politics of Essential Drugs * The Makings of a Successful Health Strategy: 
Lessons from Bangladesh by Zafrullah Chowdhury; Vistaar Publications, New 
Delhi, 1996; pp 192, Rs 195 (HB). First published in 1995 by Zed Books, London 
and Dag Hammarskjold Foundation, Uppsala. 


THIS book is an excellent primer about the 
trials and tribulations of Bangladesh ’ s radical 
drug policy of 1982, what was the historical 
build up to it, what happened when, who 
tried to-and are still trying to-derail it, 
and what is the upshot of it a decade and 
a half after. The author, Zafrullah 
Chowdhury, has had an unique vantage point 
in that he was a prime mover, if not the 
father, of the National Drug Policy (NDP) 
of 1982 and has been willy-nilly a focus of 
controversies that continue to be raked up 
almost every year since. 

Drugs form an important part of the modem 
health care system; and in terms of costs, 
drugs form a significant percentage of costs 
of health care. It is therefore necessary that 
prescription costs be minimised; and in turn 
doctors ought to take care to make the correct 
diagnosis and to see that the prescription 
matches the disease of the consumer. It also 
means that medicines he low-priced in, es¬ 
pecially, a poor country ; and only the lower- 
priced medicine be prescribed when confron¬ 
ted with achoiceofequally effective medicines. 

But unfortunately this has not happened 
in reality. A study of Dhaka Medical College 
(1992) found that 79 per cent of prescriptions 
contained at least one error, resulting in 
overdose, undertreatment or adverse 
reactions. Aggressive promotion by drug 
companies was identified as the main cause 
of bad prescriptions [Anwar 1992]. An 
extensive study of prescribing habits of GPs 
and paediatricians in Indonesia found that 
GPs wrote fewer drugs per prescription 
than paediatricians [YLKI/ARDA 1989]. 
Paediatricians often wrote two or more 
antibiotics in the same prescriptions. A 1994 
Pakistan survey in Karachi among leading 
GPs showed that the average number of 
drugs prescribed per consultation was 4.86; 
73.3 per cent of children were prescribed at 
least one antibiotic; 40 per cent prescribed 
dipyronc (brand name Novalgin); 85 per 
cent prescribed kaolin-pectin in syrup form; 
and 60 per cent prescribed Lomotil in 
diarrhoea [Ahmed 1994]. 

A more recent study in India on the study 
and use of pharmaceuticals in Satara district 
in Maharashtra found that the overall quality 


of prescriptions of doctors both in public and 
private sector was low. “Due to irrational 
prescriptions, 69 per cent and 55 per cent 
of the money spent on prescriptions in the 
private and public sector, respectively, is a 
waste, with an average of 63 per cent. 
Projected to the Satara district level, this 
wastage amounts to Rs 17.7 crore out of the 
total drug supply (in the district) of Rs 22 
crore” (Phadke 1995), 

Why do these occur? Are not doctors 
expected to be scientific professionals? Can 
even senior doctors be prescribing wrongly? 
In reality, most doctors are anything but 
scientific in their prescriptions. Your typical 
doctor sees hi nisei f/hersclf as a profit- 
maximiscr. In attempts to rationalise 
pharmaceutical operations, the opposition 
therefore comes mostly from national 
medical associations and other vested 
interests within the medical profession. 
Indeed, with such doctors as healers, who 
needs enemies? 

The pharmaceutical industry throughout 
the world has been found to be both corrupt 
and powerful. It corrupts the medical 
profession, the policy-makers, and, as the 
Lentin Commission so amply documented, 
the Food and Drug Authority (FDA) too. 
Internationally, the top 20 companies had 
more than 50 per cent of the global sales 
(1992-93). Profits over sales varied from 25 
per cent to over 37 per cent with Glaxo at 
34 per cent, Merck at 37.1 per cent and so 
on. Sales of top companies varied anything 
from 55 to 89 per cent, and in case of the 
Swiss companies Ciba-Geigy, Roche and 
Sandoz over 95 per cent of the sales of were 
to foreign markets. 

In spite of a thriving global (and national) 
pharmaceutical industry, drugs are out of the 
reach of the majority of the people. They 
arecostly and overpriced. Other concomitant 
factors which make it difficult to reach 
affordable essential medicines to people have 
been: drug production of individual 
companies not matching the disease patterns 
prevalent; proliferation of unnecessary, 
ineffective and harmful drugs; exaggerated 
and misleading claims of drug companies; 
the dumping of drugs of doubtful efficacy 




by TNCs (and in case of India, 'national: 
companies too) in the third world; promotion 
of brand name drugs over generic drugs; 
transfer pricing by which a drug company 
imports raw material from its parent company 
or subsidiaries at inflated prices; and research 
and development as an excuse for high 
pricing. The situation is made worse by lack 
of knowledge and awareness in doctors about 
the motivating commercial interests of drug 
companies. And when aware, they tend to 
become willing accomplices for the quid pro 
quo of a few mundane gifts, a foreign trip, 
a seminar sponsored or even a Maniti car 
thrown in. 

Internationally, and nationally, the 1970s 
symbolised some bold, if chequered, attempts 
to rationalise the drug industry starting with 
India's reform of its Patents Act (1970); the 
pioneering Sri Lankan attempts at regulation 
of its pharmaceutical sector (1971); the 
introduction of generic names in Pakistan 
(1971); and the Allcndc government’s 
attempts to introduce a rational drug policy 
in Chile and the discovery of Pfizer’s 
invol vement in drug smuggling both of' which 
actions contributed to the murder of Allcndc 
on September 11,1973. Other landmarks of 
the decade include the Generic Drug Law 
of Afghanistan (1976); the Hathi Committee 
in India (1974-75) that made extremely 
sensible recommendations only to be shelved 
by and large; and even a call by the Non- 
Aligned Meeting (NAM) held in Colombo 
in 1976 to regulate the pharmaceutical 
industry and in parliculai the passing of 
resolutions calling for a limited, essential list 
of drugs affordable and available to all. Even 
Canada (1977) and the Montana State 
Assembly (1977) of the US took actions to 
encourage the prescription of generic drugs 
while several pioneer NGOs demonstrated 
the viability and feasibility of village-based 
community health programmes using a select 
list of essential drugs. 

Among all these initiatives, arguably the 
most important and influential globally, hav 
been the WHO Expert Committee’s report 
titled The Selection of Essential Druji> 
(WHO, TRS 615, 1977). The little 36-page 
booklet was a bolt from the blue for the 
international pharmaceutical lobbies like 
International Federation of Pharmaceutical 
Associations (IFPMAs) and the US 1 
Pharmaceutical Manufacturers Association 
(PM A), both of which strongly opposed ii. 
This booklet advocated a model limited list 
of essential drugs defining essential drugs 
as those that were 'indispensable for the 
health needs of the population* and also 
available at a reasonable cost. Its tentative 
identification of an essential drugs list was 
to be considered a ’common core’ of basic 
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needs which had *univenufl relevance and 
applicability 1 . This was one of the few acts 
which has somewhat salvaged WHO's 
disappointing reputation as one that is 
bothered about poor people’s needs. 

Things were back to normal however with 
the nest edition of The Selection of Essential 
Drugs (1979). Catapulting to the criticism 
of the pharmaceutical industry lobby, the 
report shed its teeth. The second edition 
made it 'crystal clear that essential drugs 
were for third world countries only and 
made no reference to the universal relevance 
and applicability of a model list’. The expert 
committee no longer called WHO and 
member states to 'widely disseminate' the 
book. Concomitantly, WHO’s Action 
Programme on Essential Drugs, initiated by 
the World Health Assembly of 1978, never 
took off as it did not get the necessary 
backing from within WHO. Also, by the end 
of the 1970s, several of the attempts by third 
world governments to rationalise and regulate 
the pharmaceutical industry had fallen by 
the wayside. 

Khv Evfcivrs 

Thus when in the 1980s, Bangladesh 
attempted to clean up its drug industry, it 
did not have many encouraging examples 
to go by, except the confidence coming f rom 
the pristine glow of a freedom just wrested 
after a heroic struggle. India's own Hathi 
Committee was an encouragement ol sorts. 
But Bangladesh, unlike India, depended 
heavily on imports ol basic raw material 
bulk drugs, and therefore MNCs, a lew local 
companies, indenting agents and assorted 
rentiers ruled the roost. 

The key events to the Bangladesh National 
Drug Policy (NDP) ol 1982 - the theme of 
this book - were the taking over of general 
Ershad as president on March 24. 1982 and 
the appointment by him. just a month later 
on April 27, of an expert committee to 
review the drug situation in the country and 
make recommendations for a National Drug 
Policy consistent with the health needs of 
Bangladesh. What happened subsequently 
is history but hears repetition. 

The expen committee came out with 16 
criteria to be met by all pharmaceutical 
products imported into or manufactured in 
Bangladesh. These criteria, much of which 
the government of India could adopt for the 
good of India, resulted in a basic list of ISO 
drugs plus a supplementary list of 100 
specialised drugs. The old British Drugs Act 
of 1940 (still current in India) was to be 
revised and replaced even as a series of 
measures to ensure manufacture of quality 
drugs were to be undertaken. Unani and 
Ayurvedic drugs were also to be critically 
scrutinised. Most important was a proposed 
pricing policy that put ceilings on tablets, 
capsules and liquids. 


The impact of these measures was to be 
seen a decade later (1992): 

- Essential drugs increased from 30 per cent 
to 80 per cent of local production. 

* Drug prices stabilised, increasing by only 
20 per cent, compared with an increase of 
178.8 per cent in the consumer price index. 
The drop in price in real terms made drugs 
more affordable. 

- Bangladesh companies increased their share 
of local production from 35 per cent to over 
60 per cent-overall, local production 
increased by 217 per cent. 

- Less dependence on imports and 
prioritisation ot useful products saved the 
country approximately US dollars 600 
million. 

- The quality of products improved - the 
proportion ot drugs found to be substandard 
fell from 36 per cent to 9 per cent (Chetley 
1994| 

All these are amply illustrated by figures 
in the book One ot the most important 
outcomes w as the abol i tion of transfer pneing 
especially bv TNCs which were resorting to 
over-invoicing of imports of capital 
machinery, raw material and packaging 
materials. 

Even the contentious generics issue was 
somewhat circumvented by devising a 
strategy to achieve the main benefits ot 
generic drugs without making the marketing 
ot drugs under generic names compulsory: 
manufacturers were free to market their drugs 
Milder brand names, provided the generic 
name was printed underneath the brand name 
i n the same size of type; and drugs with same 
ingredients were to he sold at the same prices 
“irrespective ol whether they were biand 
name drugs, branded generics or commodity 
generics". 1 

Misleading drug promotions however 
continue to he a problem in Bangladesh. 
Deceitful promotion by Ciba-Geigy of the 
anii-TB drug nmurtane (Rifampicin) in 1988- 
89 and of lnuprotihne (brand name Ludiomil) 
in 1991 arc some of the many instances cited 
by the author. Roche, the 'champion bribe¬ 
giver'. continued its outstanding record of 
unethical drug promotion, leading to 
irrational prescription. ’ To illustrate his point, 
the author detail > the marketing of 
Ceftriaxone (brand name Rocephin) 
advocated by Roche for the use of certain 
serious bacterial infections like meningitis. 
The drug, apart from being very costly results 
in abnormalities to plug which the resulting 
treatment turns out to be even costlier. Roche 
introduced Rocephin as a magic drug to 
doctors in Bangladesh. The dosage was 
announced as a single daily injection for 
serious infections. It later changed it to ’thrice 
a day works better and faster*. Roche, 
according to the author, bribed, feted and 
dined a number of consultants in Bangladesh 
resulting in the piquant tragegy that every 


and paediatricians in Bangladesh has 
Rocephin in it. 

Bad prescriptions thus have continued to 
plague Bangladesh despite a rational drug 
policy, although studies havegi ven evidence 
of improved prescription patterns. 
Prescription patterns in Bangladesh continue 
to reflect the frequency of medical 
representatives' visits, particularly among 
medical teachers and consultants. Elsewhere, 
a study by Bero ct al, on the number of 
('medical', 'scientific’) symposia proceed¬ 
ings published in medical journals suggests 
that such company-sponsored 'scientific* 
symposia do alter the prescribing patterns 
ot physicians often resulting in inappropriate 
and expensive drugs even for unapproved 
indications. [Bero et al 1992] 

Back in 1982, when (he NDP of 
Bangladesh was announced, there was 
considerable storm and fury. The US 
ambassador to Bangladesh, Jane Coon, 
thought it against her country's interests, 
conflating, as is usual among elite diplomats, 
interests of American people with American 
capital. She got together ambassadors of 
other leading pharmaceutical exporting 
countries to delay the implementation of the 
NDP, with overtones of withdrawal of aid 
Lobbies within the Bangladesh press were 
mobilised by the US embassy in Dhaka to 
make bleak forecasts about the future of 
Bangladeshi health under NDP. This 
behaviour of the US towards Bangladesh 
would be repeated five years later with the 
Philippines government in 1987 When the 
latter announced the Philippines National 
Drug Policy, two influential US senators 
and authors of a mini-Marshall aid-hke plan 
to Philippines wrote to president Aquino 
that the task of stimulating the US 
investments would become 'more difficult' 
if a national drug policy were implemented. 
The upshot of such pressure was the collapse 
ot the Philippines Generic Drug Policy. 

Pressure from vested interests among 
medical and business elite within Bangladesh 
led to the appointment in June 1982 of a 
Review Committee to review the NDP. About 
the same time, ambassador Coon also 
informed that a four-member 'independent, 
scientific committee* was to arri vc toexamine 
the drug policy and advise the Bangladesh. 
Both these so-called review committees 
were exercises in advocacy of business and 
partisan interests. And in the case of the US 
government's 'scientific* committee, inde¬ 
pendent scientists were conspicuous by their 
absence, the committee being composed of 
a quality control manager, two marketing 
managers, and a public relations officer. 
Such pressure was however withstood by 
Bangladesh, and by president Ershad. 
surprising sceptics. NGOs and health 
activists in Europe, the US and India came 
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out in support of theNDF. Inthemidstof 
this arm-twisting and muscle-flexing folly 
of his country's government, the American 
public health activist, Sydney Wolfe, put 
things in perspective: "Imagine the outrage 
of the US public if a foreign government 
asked us to delay implementing a health- 
protecting decision of our Food and Drug 
Administration or the Environmental 
Protection Agency. Moreover, it is rather 
naive to ignore that Bangladesh is a US aid 
recipient and (hat a hope expressed by our 
state department is perceived as a threat, 
veiled or unexpressed though it may be." 3 
He and a colleague. Gordon, also wrote to 
the Bangladesh health minister. Shamsul 
Huq, 'The .... measures you have adopted 
to encourage the development of a viable 
domestic drug manufacturing industry have 
been adopted by most if not all industrialised 
countries in the form of tariffs, quotas and 
subsidies." 1 

Within Bangladesh, there was acourtroom 
drama of sorts, with president Ershad 
presiding, between the review committee of 
the NDP and the expert committee who 
originally proposed the NDP. The meeting 
was a crucial one and president Ershad was 
“convinced of the scientific validity of the 
NDP" (p 84). 

There was, and appears to be still, no let¬ 
up in the battle since. This book goes into 
enormous detailing of the moves and 
countermoves. This exercise of the author 
is very instructive for those who undergo 
similar battles for similar causes. In acrooked 
world, straightforward things which benefit 
all the people all the time are opposed by 
a few dominant interests and often by so- 
callcd educated professionals, succumbing 
to the propaganda and allurements of the 
business class. The orchestrated and 
uninformed opposition to the Bangladesh 
NDP is a classic example. 

National Hlalth Policy 

A pricing policy in 1987, subsequently 
modified in 1989, tried to put brakes on the 
prices. Also, realising that a National Drug 
Policy is not enough, a four-member 
presidential committee was appointed - on 
March 18, 1987-to formulate a National 
Health Policy (NHP), of which the author 
was again a member. The NHP is again 
something India could profit by emulating. 

The winter session of the Bangladesh 
parliament in January 1990, saw the 
/ announcement of the NHP by president 
Ershad. The NHP called for. among other 
‘things, abolition of private practice by all 
7 doctors employed in government medical 
colleges. At (he same time their salaries and 
perks were to be hiked upwards of 150 per 
cent with lull housing, transport, etc. A 
System of medical audit was to be i ntroduced. 
The health budget of the government was 


to be increased frora2.5per cent to 16 par 
cent. Medical negligence was fib be severely 
punished And many unhealthy practices 
like smoking, narcotics additives, etc, were 
to be severely curbed even as sale of harmful 
pesticides were to be banned. Health and 
family planning activities were to be 
decentralised and powers handed over for 
health administration to local leaders, doctors, 
consumers, freedom fighters, women's 
organisations, etc. When a bill in parliament 
was later introduced in October 1990 so that 
the NHP became law, events erupted and 
saw to it that the NHP never became the law 
of the land. 

A perfectly sincere policy aimed at 
promoting people’s health, was termed hy 
the Bangladesh Medical Association (BM A) 
as anti-people. This was par for the course. 
On October 17. 1990, the BMA called for 
a 72-hour strike to protest against "the anti- 
pcoplc health policy". The author and two 
other active colleagues were expelled from 
the BMA. Later on October 27, 1990, the 
Gonoshasthaya Pharmaceuticals (GPL), the 
pioneering manufacturing unit set up under 
the author's leadership, was attacked and its 
offices, vehicles and stores burnt. The scene 
became complicated by a bullet that killed 
Shamsul Alam Khan Milon, the joint 
secretary ol the BMA in October 1990. What 
happened subsequently is best quoted from 
the book (pp 147-48): 

Politicians immediately seized the 
opportunity offered by the doctors’ strike 
and Dr Miion’s death to mobilise protests 
which continued to escalate and ultimately 
led to the fall of the Ershad government on 
December 6,1990. President Ershad handed 
over power to the Chief Justice of the 
Bangladesh Supreme Court. Shahabuddin 
Ahmed, who then formed an interim 
government The president of the BMA, 
Professor M A Majed. was appointed 
Health Advisor (Minister) in the interim 
government. 

On the very first day of the interim 
government, parliament was dissolved and 
the NHP bill was cancelled by the acting 
president. 

The loss of the health policy was highly 
regrettable. However, in the political turmoil 
that ensued, it began to look as if the NDP 
would also be lost as it, and many of its 
strongest proponents, came under renewed 
attack. The BMA called for the cancellation 
of the NDP (which it also termed an anti¬ 
people policy), an investigation into GK 
(Gonoshasthaya Kendra) 4 and a government 
takeover of both GK and GPL. It also 
demanded the arrest of Zufrullah Chowdhury 
of GK and Rahman, the erstwhile health 
minister who had introduced the NHP bill. 
BASS (the Bangladesh Association of 
Pharmaceutical Industries) supported the 
BMA'sdcmand for an investigation intoGK 
and GPL. 

The NDP was not withdrawn, but u six- 
member committee under the chairmanship 


of oi^ipnteaT Aatf w* atmooncod 

by the health minister on February 9.1991 
to carry out an investigation into GK, GPL 
and the Bangladesh Association of Voluntary 
Sterilisation, a non-government organisation 
(NGO) of which Dr Azizur Rahman was 
president. Major General Anis Waiz was 
known for his virulent opposition to the 
NDP. Dr Majed ordered the cancellation of 
Dr Zafrullah Chowdhury’s membership of 
the Drug Control Committee and the Drug 
Pricing Committee. 

Political stability returned to Bangladesh 
after elections in February 1991. Begum 
Khaleda Zia was sworn in as prime minister 
in March 1991. On April 30, 1991, a 
disastrous cyclone struck Bangladesh. At a 
consultative meeting of NGOs and foreign 
diplomats on disaster relief for the cyclone 
affected, Begum Khaleda was offered, among 
other things, plane loads ol medicine and 
baby food. Begum Khaleda Zia promptly 
thanked the ambassadors and participants 
present but said any medicine brought into 
Bangladesh must conform with the essential 
drugs list. The NDP had finally arrived. It 
was now good politics to support the NDP. 
at least to pay lip-service to it hy politicians 
who had otherwise stood on the sidelines in 
the last 10 years lest they be seen to be 
endorsing president Ershad. 

Attacks on NDP did not stop however 
Opponents of NDP led by the Bangladeshi 
managing director of Pfizer as also the 
Bangladesh Medical Association demanded 
withdrawal of the “anti-people drug policy". 
A new review committee ol 15 members was 
appointed in March 1992 with the mandate 
to formulate a revised drug policy The 
demands of the Foreign Investors Chamber 
of Commerce and Industry (FICCI) bordered 
on the absurd: easier registration of new 
medicines, full importation ot raw material 
without drug administration’s approval; 
withdrawal of price control and advocacy 
of market competition; protection ofTNC's 
product patents, etc. Your own countrymen 
could be your worst opponents. 

The FICCI was merely echoing the World 
Bank's recommendations, with the exception 
that the FICCI did not bother to ask for 
removal of restrictions on advertisement as 
already irrational information was being 
purveyed by drug companies with impunity. 
The first major push towards dilution of 
the NDP of 1982 came in the form of 
recommendations of the new review 
committee. It recommended creation of a 
Drug Registration Advisory Committee 
(DRAC) instead of the Drug Control 
Committee (DCC). The constitution of 
DRAC effectively shut out consumer groups 
but opened itself to a number of lobbies of 
vested interests including professional 
pharmacologists, pharmacists, manufacturers 
and even traders. The DRAC busied itself 
with preparing a list of OTC drugs, of all 
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was back on the agenda or ao it would seem. 
Other recommendations of the review 
committee, that formed the cote of the new 
NDP (1992), echoed World Bank's 
recommendations to Bangladesh: 

- promotionof under-licence manufacturing 
and special incentives to foreign companies 
to set up manufacturing plants to encourage 
production of their ‘research-based* new 
products; 

- protection of intellectual property nghts; 

- removal of the requirement of prior 
approval for the importation of raw and 
packaging materials: 

- the setting of their own MRP (maximum 
retail price) by manufacturers, 

- separate administration of traditional 
medicines ‘which should not be amalgamated 
with allopathic drugs at any level be it 
manufacturers or dispensaries* 

The NDP92 could not however go through* 
a legal petition from representatives of 
traditional medical systems contended that 
the review committee recommendations were 
invalid. The court issued a stay order and 
(he government was prevented from 
proceeding on the report. But the erosion of 
the National Drug Policy (1982) however 
continued thanks to the newly reconstituted 
DCC and an ambivalent finance minister 
who believed the NDP 82 discouraged 
foreign investment 

The DCC for its part set about doing what 
the finance mimstei could not do It proceeded 
to unban a senes of drugs, starting with a 
non-essential, vaporub. The month of June 
1992 saw Pfizer winning two banned drugs 
that had been banned under NDP 1982 The 
banned drugs Unasyn (ampicilhn plus 
salbacium) and Dancon (oxyphcncydamme) 
were back in the market. In late 1992, the 
DCC allowed back antacids with 
simethicone, multivitamins with minerals, 
and even vitamin B-complex syrup. 

Later in January 1994, the recom¬ 
mendations of the Nurun Nabi Committee 
report said only 117 drugs (referred to as 
tested drugs to bypass court restrictions on 
amending the essential drugs list) were to 
be subjected to price control High selling 
common drugs like ranitidine, diclofenac as 
well as vitamins and minerals were not part 
of this arbitrary list. Drugs belonging to the 
same therapeutic group were subject to 
differential pricing policies. Expectedly 
prices of unlisted drugs like Volteran 
(diclofenac) and Glaxo* s Zantac (ranitidine) 
shot up four to six times higher than other 
brands of the same drugs. (Glaxo* s Zantac 
is a notorious example of arbitrariness in 
multinational drug pricing: a few years back 
it sold Zantac at US $3 per 100 in India and 
for US $150 per 100 in Indonesia.) 

A great experiment, the NDP 82 of 
Bangladesh, is struggling to survive. It 
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deserves support*# alt rigte-thraking people 
from everywhere. Within Bangladesh itself, 
the Health for All, a people's organisation, 
filed, in early 1995, a public interest case 
against the government for violation of 
various provisions ot NDP 82. (A crucial 
lacunae now being felt by activists is that 
the schedule of banned drugs and lists of 
essential and supplementary drugs were not 
made part of the 1982 Drug Control 
Ordinance; thus the provisions of the 1982 
ordinance are at best administrative orders 
not legislative requirements.) 

Much of the spotlight on the NDP 82 has 
been on banned drugs and the essential drug 
list. The NDP 82 also recommended abolition 
of product patents, several measures to reduce 
substandard drugs in the market, provision 
of inspection of retail pharmacies and traders 
by existing upazila health administrators, 
measures for quality assurance during 
production and so on. There is still a lot to 
be done on transparency of registration 
decisions. 

The Bangladesh example is an inspiring 
and salutary reminderof the perilsof mindless 
opening up of the country to all and sundry, 
of the effect ot price controls and the lack 
of u. and the feasibility of serving people's 
needs with drug companies being viable 
even under a regime of relevant price and 
production controls. On the flip side, it 
reminds us that an uncontrolled drug 
industry-as is again being felt now in 
Bangladesh, thanks to the erosion of political 
will-will end up creating havoc with 
people’s health needs The drug industry 
would tend to look at the bottomline, 
irrationalities and non-essentials would 
proliferate, and prices would shoot up. 

Some questions do remain however which 
this book has not answered and just as well 
Would there have been a drug policy in 1982 
without the concatenation of a president 
Ershad and a Zafrullah Chowdhury? Or if 
one were an inevitable history theorist, would 
the NDP 82 have come to pass nevertheless 9 
Can a rational drug scenario be ushered in, 
say, in India, within the ambience of a 
relati vely more democratic governance, even 
if the country were up for grabs? Ershad took 
the right decisions at crucial times Was it 
only due to adroit lobbying on the part of 
the author and his fellow activists? Or 
president Ershad instinctively knew - even 
if he were languishing in a prison cell as he 
is now - that history will remember him for 
a Couple of good deeds like the NDP 82 and 
therefore exculpate him at the end of the 
day? Of course, it also reminds us that nature 
does not serve up its principal actors in 
textbook fashion where the peat are good 
and clean all the way. and the bad are bad 
'uns all the way. A dictator can do good, 
even great things, even if only for political 
convenience and connivance while a 


without being able to say boo even to your 
local ‘basti* don. 

It does appear nevertheless, in an era of 
political correctness, of consistency of correct 
means and noble ends, the author Zafrullah 
Chowdhury - pioneer surgeon, health 
activist, freedom fighter, NGO leader and 
the father of NDP 1982 - has tnpped, and 
egregiously at that, in supping with a dictator 
even if to light amillion candles. His enemies, 
ordinary self-serving profit maximisers in 
the garb of doctors and businessmen, seem 
to revel in his current discomfort. His friends 
fervently would hope his discomfort and 
that of his colleagues are but a passing phase. 
In which there may be only singing about 
the dark times, but singing regardless 1 

Notes 

1 Branded genencs refer to drugs marketed under 
generic names with a prefix attached to the 
generic name to indicate the manufacturer 
Commodity generics are drugs marketed simply 
under generic names 

2 Wolfe, Sydney M and Benjamin Gordon, Public 
Citizen Health Research Croup, letter to 
Harman E Kirby. Deputy Assistant Secretary 
(Acting), Department of State, Washington, 
DC. September 15. 1992, PED, 1992, p 82 

3 Wolfe. Sydney M and Benjamin Gordon, letter 
to Major General Shamshul Huq, Minister of 
Health and Population Control. Dacca. Public 
Citizen Health Research Croup, Washington, 
DC. August 9, 1992, PED. 1992. p 80. 

4 Gonoshasthaya Kendra(GK) ts the organisation 
started by the author and his colleagues to 
demonstrate model grass roots alternatives ui 
community health and integrated rural 
development among other areas 

5 The reference is to the Brechtion quote on the 
page facing the title page in the book “In the 
dark times will there be also singing 7 Yes. 
there will be singing about the dark times." 
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Punjabi versus Sikh Nationality: Punjab and the Nationality Question in 
India by Ramesh K Chauhan; Deep and Deep, New Delhi; pp 204, Rs 280. 


MUCH has been said and written to explain 
the emergence of violence in Punjab in the 
1980s. One issue that has arisen out of this 
discussion is whether the Sikhs as a 
community are a conscious nationality? 
Linked to that, of course, is the broader 
question of the character of Indian state 
itself. One reason for the continuing debate 
is that the definition of the concept of 
nationality itself has become contested. Like 
many other political concepts, it has also 
become controversial, open to interpretation 
and appropriation by competing doctrines 
andstrategiesof inquiry. Politiciansof various 
shades, journalists and the general public 
have used it often in confusing ways. There 
is also a good deal of looseness about how 
the term nationality is being played about 
or blown up. 

In the book under review, Ramesh 
Chauhan argues that while the Punjabis in 
the course of history have developed a 
nationality, the Sikhs, though a politically 
self-conscious community and an ethnic 
group, are not a nation. 

Though Chauhan’s claims to prove this 
objectively on the basis of scientific analysis 
of historical developments, what emerges 
from the book is subjective speculation. 
Chauhan does not begin with a definition of 
Nationality. He gives various definitions 
provided by some scholars but does not 
suggest with which he agrees. Here is a 
statement, “Nationality may mean a group 
of persons speaking the same language and 
observing the same customs. Yet, a group 
of people who may speak the same language 
and observe the same customs may not belong 
to the same nationality" (p 27). 

Chauhan's basic framework is that India 
was, and is, a land of many nationalities, each 
having its own culture, language and history. 
National formations here existed before the 
British arrival. Had there been no colonial 
rule, these nationalities could have emerged 
as separate nation-states. The British blunted 
and obstructed the natural growth of various 
national formations. This is more true about 
Punjab and Bengal, the two most developed 
nationalities than about other nationalities. 
This belief of the author undergoes change 
when he looks at the nationality question in 
independent India. He sees it as a part of neo¬ 
colonialist policy-makers of the metropolitan 
countries in their efforts to dominate the 
monopoly capital. They are, on the one hand, 
building up a network of transnational 
corporations all over the world, and on the 
Other, are coming out as super champions 
of varieties of separation and ethnic 
consciousness, with a view to disrupt the 
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nationality formation in the third world 
countries. 

Chauhan tells us that the main cause of 
Sikh uneasiness in free India was the rejection 
of Sikh claims by Hindu politicians for 
separate political representation on the ground 
that the Sikhs were Hindus. The resurgence 
of Hinduism in independent India, the Sikhs 
apprehended, may engulf the minorities. 
Resurgent Hinduism, Chauhan points out, 
manifested itself in the phenomenal increase 
in Hindu religious organisations, the revival 
of Sanskrit and the ardent championing of 
Hindi. The Punjabi Hindu was more 
aggressive than the Hindu of other provinces, 
in Punjab the Ary a Samaj, the RSS and its 
political counterparts, the Jan Sangh, started 
a campaign to persuade Punjabi-speaking 
Hindus to disown Punjabi as their mother 
tongue and adopt Hindi. Therefore, Sikhs, 
according to Chauhan are undoubtedly a 
politically-conscious community today. But, 
for Chauhan, to grant Sikhs the status of a 
nationality is not reasonable. 

Chauhan’s thesis is that all Punjabis living 
in Punjab, irrespecti veof caste-class, religion 
differences, constitute Punjabi nationality. 
The foundation of Punjabi nationality has 
been laid by a common cultural heritage, 
common spoken language, common historical 
experience, common struggles, common fairs, 
festivals and folklore. This Punjabi 
nationality, according to Chauhan, is based 
on composite cultural ethos as a result of 
interaction among various communities 
during ancient and medieval history. In this, 
he gives special importance to the Sikh gurus. 
According to him the Sikhs in general, and 
Sikh gurus in particular, made enormous 
contributions to Punjabi language and 
1 iterature and paved the way for the formation 
of Punjabi nationality. Ranjtt Singh's regime 
may be termed as the golden period of Punjabi 
nationality. This composite culture and 
Punjabi nationality suffered a serious setback 
after British annexation of Punjab polity by 
pitching one community against the other in 
terms of their divide and rule policy. The 
process of separatedness, according to 
Chauhan, continued after independence. The 
question of language, otherwise a unifying 
link, having got mixed up with the religious 
sentiments of the Punjabis created more 
complications. 

Chauhan thus accepts that right from their 
origin the Sikhs had established themselves 
as a community with a distinct and separate 
identity. But he does not agree with the 
formulations of Paul Brass who have argued 
that, the Sikhs have developed from a 
distinctive religious sect, dispersed among 


the Muslim coni* 

mumties, into a subjectively self-conscious 
nationality during the last century. Chauhan 
does not explain why he stops at ethnic 
identity. If he accepts a process of develop¬ 
ment from one identity to another then 
reaching nationality stage, particularly in 
view of Puqjabi Hindus disowning Punjabi 
language, seems to be an obvious culmination. 
Chauhan commits a fallacy. He presents the 
case of the Punjabis as a whole, Sikhs and 
Hindus together, alienated from the national 
mainstream. He does not mince words to 
suggest that the Punjabi nationality like the 
Kashmiri, and some nationalities in the North- 
East, is at war with the Indian state and is 
demanding secession from the Indian union. 
This conclusion is contrary to the facts be¬ 
cause the Punjabi Hindu ever since the 
independence has identified itself with the 
Hindu community all over India. This is 
reflected not only in his disowning Punjabi 
language and opposing the demands for 
creation of a Punjabi-speaking state but also 
from the fact that in the early years the 
negotiations between the RSS and Shyama 
Prasad Mukeijce to form a national Hindu 
party were primarily conducted through the 
RSS elite from Punjab and UP. 

The reasons for this are obvious. The 
partition had a different impact on the two 
communities. The majority of the migrant 
and local Sikhs were peasant proprietors 
whose love for land is proverbial. Having 
lost their sacred shrines and cultural centres 
in the west Punjab, they tried to consolidate 
themselves in the truncated east Punjab and 
thus fulfil their political and cultural 
aspirations. The Hindus, both local and 
displaced, beloning to the urban industrial 
and commercial groups stood to gain 
economically by identifying themselves with 
the Hindu community all over India. This 
clash of economic and political interests, 
where class-caste and religious cleavages 
coincide, continued, particularly in view of 
the failure of pluralism and adopted model 
of development. 

Chauhan does not take these factors into 
account and looks for factors of commonality 
from folklore, fairs and festivals. He stretches 
the demand of Sikh separatedness to Punjabi 
alienation. Both these were never there. Sikh 
community in general, and Punjabis in 
particular, had not been engaged in a 
movement for a separate sovereign state. Of 
course, in view of the state moving towards 
a notion of integration and modernisation 
that sees homogenisation and assimilation as 
necessary prerequisites for development, 
minorities are feeling apprehensive of their 
existence and are, therefore, agitated. Given 
the internal and regional ramifications of the 
issues involved, a fresh look at thedefinitions 
of concepts like ethnicity, nationality, self- 
determination on the one hand, and a multi¬ 
tier participatory dialogue,on the other, is 
required. 
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Indian Industries 

Bibekananda Raychaudhuri 

Absence of a proper estimate of net fixed capital stock has drastically reduced the usefulness of various economic 
studies. Rate of profit calculations based on capital stock estimates at historical prices are simply meaningless . A 
proper estimate is necessary to calculate important economic indicators like various productivity estimates, rate of 
profit, capital intensity, capital-output ratio, etc. 


THE purpose of this paper is to find out a 
suitable estimate of the net fixed capital 
stock for the Indian industries at the 
disaggregated level. This estimate is 
necessary to calculate important economic 
indicators like different productivity 
estimates, rate of profit, capital intensity, 
capital-output ratio, etc. Absence of a proper 
estimate of net fixed assets has drastically 
reduced the usefulness of various economic 
studies. For example, Sau (1989) attempted 
to find out the trends of the rate of profit 
and income-shares taking a sample of 417 
public limited companies based on the ICICI 
financial statistics over the period 1969-85. 
However, he could not calculate the net 
fixed capital stock at constant prices and this 
. fact simply rendered his rate of profit 
calculations meaningless. 

Problems Involving Capital Stock 
Estimates 

It should be noted that there is hardly any 
universally accepted way of measuring 
capital stock. There arc serious theoretical 
problems involved in measuring the capital 
stock. Different economists have tried to 
solve these problems differently and provided 
various measures of capital stock. We shall 
explain here what these problems are and 
how we propose to tackle them. As a cautious 
step, we prepare two alternative measures 
of capital stock here which wilt leave ample 
scope for cross-checking. 

It is desirable to have an estimate of net 
capital stock for economic analysis if a fairly 
reasonable measure of true economic 
depreciation can be found out. In fact, the 
available estimates of depreciation are either 
tax-based accounting concepts or based on 
certain rules of thumb. 

Goldar (1981) reviewed both the 
'theoretical problems and the shortcomings 
v of all the existing estimates of capital stock 
for manufacturing. Roychaudhury (1977) 
estimated net capital stock for the industrial 
sector following the perpetual inventory 
. accumulation method 'PIAM). 1 She used 
the Annual Survey of Industries (ASI) data, 
including the depreciation series at book 
value as a measure of capital consumption. 


Since depreciation at book value is known 
as a gross overestimation of the actual figures, 
Roychaudhury* s capital stock estimates 
suffer from serious bias. Pinell-Siles (1979) 
tackled this problem by adding the book 
value of depreciation to the net investment 
figures and deducting the estimated economic 
depreciation, which was assumed to be a 
fixed proportion of the preceding year’s 
capital stock, to obtain the net investment. 
Later, PI AM was used to generate the net 
capital stock series. Ahluwalia (1985,1991) 
preferred to have estimates of gross capital 
stock which has been robbed of much of its 
significance as capital stock estimate. 

The most important calculation ftf this 
estimate is to find out the gross fixed capital* 
stock at replacement cost for the benchmark 
year. Roychaudhury (1977) have used the 
rule of thumb doubling the value of fixed 
capital stock at book value for the benchmark 
year to estimate the replacement cost figure. 
Dadi and Hashim (1973) obtained the gross/ 
net ratios for the benchmark year for 
disaggregated industry groups of 
manufacturing using detailed balance sheet 
information, though the coverage was 
inadequate. 

Methodology of Capital Stock Estimates 

We have furnished two di fferent estimates 
of net capital stock - one based on AS! data 
alone (capital stock estimate-A) and the other 
based on ASI and National Accounts 
Statistics (NAS) data (capital stock estimate- 
B). Our scheme runs as follows. The ASI 
data on fixed assets are available only for 
net fixed capital stock (NFCS) on book 
values. After rigorous massaging of the data 
on NFCS in order to bring comparability, 
we take changes in the capital stock between 
the consecutive years to obtain a time series 
of net investment at current book value. 
When comparable data on depreciation is 
added, we obtain a time series of gross 
investment. Deflating by the implicit deflator 
for gross fixed capital formation (GFCF) 
obtained from NAS, we obtain a time series 
on gross investment at constant prices. Using 
the capital stock figures at replacement cost 
in the benchmark year (in our case 1959) 


and gross investment series at constant prices, 
wc construct the NFCS series at constant 
prices, through P1AM. In the process we use 
the formula 

K l+1 * (1-d) K t + RGI |+I ...(I) 

where, d is the depreciation as an average 
proportion of capital stock, K is the real 
NFCS, RGI is the real gross investment and 
t stands for time period. 

All the estimated NFCS refers to the year- 
ending stock for that particular year. When 
the data on NFCS, gross investment and 
depreciation arc all based on ASI data alone 
we have the capital stock estimate-A. But, 
when we monitor the disaggregati ve data on 
FNCS and the gross investment for individual 
industries using the aggregative data Irom 
NAS as the controlling total and also use 
average depreciation estimate Irom NAS. 
we have the capital stock estimate-B. 

Wc have collected disaggregalive data on 
NFCS at historical prices and the book value 
of depreciation from ASI, census sector lor 
the period 1959-69 and also from ASI, 
Factory Sector for the period 1970-82/ 

We have used the AS! census figures for 
NFCS and depreciation for the year 1970 
(which is the overlapping year) to generate 
the comparable factory sector series for both 
the net fixed capital stock and depreciation' 
for the period 1959-86. 

Next, we follow the formula 4 

- <*,♦. - P.) + D l+ . 

to generate the gross investment series; 
where, F stands for NFCS at current prices, 
D stands for depreciation. GI is the gross 
investment at currenrprices. 

For some industries like wood, basic 
metals, metal products, non-electrical 
machinery and electrical machinery we have 
come across some abnormally high and some 
abnormally low figures (sometimes ever 
negative values) for gross investment. Wc 
presume that this has happened due to the 
abnormality in the NGCS figures. So, we 
have replaced the corresponding NFCS 
figures either by the previous year’s figure 
or by the simple average of the preceding 
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Table 1 Cawtal Stock Estimates - B 

Net fixed capital for individual industries in 1959 from A5I at 1959 prices (in Rs lakh) 1959=1001980=100Cocrecfeit 

Pood Tobacco Cotton Wool Jute Other Wood Paper Leather Rubber Chemical Mineral Base Metal Machine Electrical Trans Total NAS Factor, 

j cx Metal Products Machinery Equip Total ^ 

16047.80 1385.717 17872.18 1633.632 4006.663 547 3068 715.8786 6286.100 196.8947 6017.497 8089.085 7695.387 23267.65 1840.403 2537.687 2874.132 7844205 3089605 1039900 9.534644 
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in the new fixed capital series has been 
restored with the help of the 1970 figures 
of NFCS for the ASI, census sector data for 
those five industries mentioned above. Again, 
we use equation (2) for those five industries 
to find out the new series for gross investment. 

However, 'actual' figures for gross 
investment at current prices for the factory 
sector are available for the period 1979-86.* 
So we replace the calculated values of gross 
investment for those years by these actual 
figures. This time, comparability in the gross 
investment series has been brought about by 
following a different method altogether. We 
first find out the ratios of the actual factory 
sector figures for gross investment figures 
for three consecutive years 1979,1980 and 
1981. Then we take the average ratio of these 
three and use it to change all the calculated 
gross investment figures for the period 
1959-78 in conformity with the actual factory 
sector figures of gross investment for the 
period 1979-86. Thus, we get a reasonably 
comparable gross investment series for 
disaggregated industries for the period 

1959- 86 at current prices. Later on, we 
express these gross investment figures for 
individual industries at 1959 prices. This we 
do with the help of the implicit deflator of 
GFCF as obtained from NAS. 

We have also calculated the proportion of 
depreciation in NFCS for all the dis¬ 
aggregated industries from the ASI data 
over the period 1959-86. We retain the 
average of these proportions for different 
industries for each year of the period 1959-86 
for our estimation at the final stage. 

Having obtained all the necessary data 
series, we make detailed calculation to arrive 
at the capital stock estimates-A and B. 

Calculation of Capital Stock 
Estimates-A and B 

We start with the comparable series of 
gross fixed capital formation (GFCF) or the 
gross investment for the disaggregated 
individual industries at current prices in Rs 
lakh ovenhe period 1960-86.* From this we 
calculate the aggregate GFCF for the 
registered manufacturing sector over the 
period 1960-86 at current prices by adding 
laterally all the individual industry figures 
for GFCF. We compare this constructed 
series with the GFCF for the registered 
manufacturing sector at current prices from 
NAS. From this comparison we calculate the 
'correction factor* which is the ratio between 
aggregate GFCF from NAS and aggregate 
GFCF from ASI (which we have constructed 
above), both at current prices over the period 

1960- 86. With the help of this correction 
factor we form a comparable series of GFCF 
for all the 17 individual industries at current 
prices so that the aggregate GFCF calculated 


now go on to convert this corrected GFCF 
series for 17 individual industries to another 


at 1980-81 prices using the implicit deflator 
of GFCF from NAS. Needless to say that 
the aggregate GFCF calculated from above 
will invariably conform to the corresponding 
NAS figures at 1980-81 prices. 

Next, we calculate the proportions of 
depreciation in net fixed capital at 1980*81 
prices from NAS and take the average which 
turns out to be 0.067707. Now the stage is 
set to estimate the capital stock. First, we 
pick up the net fixed capital stock (NFCS) 
for 17 individual industries in the year 1959 
only at current prices, i e, at historical cost 
from ASI. We have to transform these NFCS 
values for 1959 at their replacement cost at 
1980-81 prices. So, we first calculate the 
aggregate NFCS in 1959 at the historical 
prices which turns out to be Rs 1,08,960.5 
lakh. We also collect the 1959 figure for the 
aggregate NFCS at 1980-81 prices from 
NAS which amounts to Rs 10,38,900 lakh. 
So the 'correction factor* works out to be 
(1038900/108960.5) = 9.534644. We now 
enhance all the NFCS values for the 17 
individual industries in the year 1959 at 
current prices obtained from AS] by 
multiplying these by the above correction 
factor. We shall treat these enhanced values 
of NFCS for individual industries as the 
replacement cost of the fixed assets in the 
benchmark year 1959 at 1980-81 prices. 

In the next stage, we take these NFCS 
values at replacement cost as the starting 
point in the benchmark year 1959 and carry 
on the PI AM using the formu!a( 1) to estimate 
the NFCS of all the individual industries at 
1980-81 prices for the rest of the period 
1960-86. From this, as a check, we again 
go on to calculate the aggregate NFCS series 
at 1980-81 prices over the period 1959-86 
which we compare with that from NAS. We 
find the figures to be reasonably dose to 
each other. Hence, we confirm this estimate 
to be a reasonable estimate to work wi th and 


name it as 'capital stock estimate-B* 
(Table 1). 

For calculating the 'capital stock 
estimate-A', we follow the following 
procedure. What is available from ASI in 
1959 is the 1959 values of NFCS at historical 
cost. For calculating NFCS at constant prices 
by PIAM, it is necessary to obtain the 1959 
values of NFCS at replacement cost of 
1959. To do this we use the following 
approximations: 

(i) Aggregate NFCS for 1959 at 1980-81 
prices are taken from NAS. This can 
be connected to 1959 replacement cost 
by multiplying it with GFCF deflator 
for 1959 which is0.203555. This gives 
us the value of aggregate NFCS at 
replacement cost in 1959 at 1959prices 
which amounts to Rs 2,11,473,3 lakh. 


estimate of aggregatefcTCS directly 
from ASI is Rs 1,08,960.5 lakh. 
Therefore, the 'correction factor* is 
1.940824 which may be used to 
calculate the replacement cost of NFCS 
in 1959 at 1959 prices for all the 17 
individual industries at the two-digit 
level of disaggregation. 

(iii) We then follow the PIAM to generate 
the NFCS series forindi vidual industries 
with GFCF at 1959 prices along with 
the depreciation proportions (0.1 
approximately) available from AS! for 
each industry. But the aggregate NFCS 
series at 1959 prices obtained in this 
manner, when converted into aggregate 
NFCS series at 1980-81 prices by 
dividing throughout by the implicit 
deflator of GFCF in 1959,ie,0.203555, 
does not seem to be very close to the 
aggregate NFCS series from NAS at 
1980-81 prices. So. we reject this 
estimate. 

(iv) As a check, we attempted to see whether 
it is possible to revalue the above 
historical cost estimate directly to 
replacement cost according to NAS. As 
opposed to Roychoudhury's (1977; 
thumb rule to find out the replacement 
cost for the benchmark year by just 
doubling the figure obtained from ASI 
for that year at historical prices, we 
have applied a different technique 
altogether. Because of the existence of 
heterogeneity of vintages of capital 
stock in 1959, the benchmark year, it 
is imperative to locate a particular year 
in which the average fixed assets existed. 
Accordingly, we have examined the 
series for aggregate NFCS at 1980-81 
prices from NAS and found out that 50 
per cent of net fixed assets existed in 
1954 compared to 1959. Using the 
implicit deflator for GFCF in 1954 
which is 0.177121, we reevaluate the 


net fixed assets in 1959 which turns out 
to be Rs 1,84,011.8 lakh. This we 
consider as the replacement cost of 
NFCS in 1959. The NFCS at historical 
cost in 1959 being Rs 1,08,960.5 lakh, 
we use the 'correction factor' 1.68879 1 
to calculate the replacement cost of 
NFCS in 1959 for all the individual 
industries. Then we follow PIAM 
with GFCF at 1959 prices to generate 
NFCS series using the depreciation from 
ASI. 

(v) In the next step we convert this NFCS 

series at 1959 prices into the NFCS at 
1980-81 prices. The aggregate NFCS 
series calculated from this seems to be 
fairly close to the NFCS aggregate at 
1980-81 prices from NAS. Hence, 
accept this estimate and call it 'capital 
stock estimate-A* (Table 2). 
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[This paper is based on a section of the author’s 
Ph D dissertation: ’Pricing, Wages and 
Profitability in Indian Manufacturing, 1950-86’ 
submitted to Jawaharlal Nehru University. The 
author is indebted to Abhijit Sen and Ramprasad 
Sengupta of the Centre for Economic Studies and 
Planning, JNU for their helpful suggestions. 
However, the author is solely responsible for all 
the errors that still remain.] 

1 For a detailed discussion on the perpetual 
inventory accumulation method see Ward 
(1976), pp 5-43. 

2 These data are for the 17 industry groups at 
the two-digit level of disaggregation of ASI. 
These industries are producers of food, tobacco, 
cotton, wool, jute, other textiles, wood, paper, 
leather, rubber, chemical, minerals, base metal, 
metals, machinery, electrical machinery and 
transport equipment 

3 For the three industries jute textiles, other 
textiles and wood products, we have replaced 
the abnormally high figures for depreciation 
by the average of the preceding and the 


tohwhg ym vitae*/ ■■ 

4 Since ASI provides year-ending data on net 
fixed capital, we follow the formula for 
calculating gross investment for the year, say, 
I960 as 

* (^hm» ” 

where, F is NFCS at current prices, D is 
depreciation and GI is gross investment at 
current prices. 

5 See India Data Base by H L Chandhok and 
the Policy Grdup (1990). 

6 While calculating gross investment series, we 
take changes in capital stock between 
consecutive years. So, we lose the gross 
investment figures for the year 1959 in the 
process. 
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Elasticity of Labour Productivity 
in Indian Manufacturing 


MUpendcr 


With a view to generate empirical information, an attempt is made in this paper to estimate the elasticity of labour 
productivity so as to find the substitution possibilities of labour for capital in the Indian manufacturing sector covering 
the period 1973-74 to 1989-90 . The results of this exercise show that Indian manufacturing (factory) sector is capital 
intensive and is operating under decreasing returns to scale. The elasticity of labour productivity is found to be 
significantly more than unity implying that substitution possibilities in favour of labour are quite high. Therefore 
there is need to redirect the Indian manufacturing sector towards greater use of labour intensive technology until 
the marginal productivity of labour is equal to marginal wage rate. 


MANUFACTURING sector has been 
playing a vital role in the process of industrial 
development of the Indian economy. The 
growth of the Indian manufacturing sector 
depends largely on factor productivities' 
and substitution possibilities between labour 
and capital. It is a well known fact that India 
has been facing an acute problem of 
unemployment. Indian economy, which has 
been basically an agrarian economy, has a 
large endowment of human resources. But 
it is lound that capital-labour ratio has been 
v'ery high 2 in ihe Indian manufacturing sector. 
It is not an easy task to switch from the 
capital intensive techniques to ihe relatively 
more labour intensive techniques of 
production in the manufacturing sector. A 
study of possibilities of substitution between 
capital and labour is necessary in the Indian 
manufacturing sector before any attempt is 
made in altering the relative fac tor use. There 
is a plethora of empirical studies 1 on the 
possibilities of substitution between capital 
and labour for both industrially developed 
and developing countries. The estimation of 
the elasticities of substitution in 
manufacturing sector has been done using 
both the time series and cross-section data. 
With a view to generate empirical 
information for policy-makers an attempt is 
made in this paper to estimate the magnitude 
of returns to scale 4 and elasticity of labour 
productivity so as to assess the substitution 
possibilities of labour for capital for the 
Indian manufacturing (factory) sector using 
the time scries data by ordinary least squares 
method. 

Methodology 

Data and Variables: The required data on 
gross-value added, capital, employment and 
wages are obtained from the various issues 
of the Annual Survey of Industries (A$I) 5 
and basic statistics relating to the Indian 
economy. The study covers the period from 
1973-74 to 1989-90. The variables selected 6 
for this exercise are gross-value added (v). 


number of persons employed (L), fixed 
capital (K) and wage rate (W/L). 

Returns to Scale : The estimate of sum of 
elasticities gives an idea about the nature of 
returns to scale (R) in the Indian 
manufacturing sector. Unrestricted (non¬ 
constant returns to scale) Cobb-Douglas form 
of production function 7 (power function) is 
used. 

V = aL M K h V ...1 

The estimating form of the above equation 
is 

log V =: log a + b, log L + b, log K 
where b, + b ? need not equal one. 

The summation of the coefficients/ 
elasticities of capital and labour (b, + b 7 ) 
factors gives an important parameter called 
returns to scale. 1 ' 

Elasticity of Labour Productivity, 
Elasticity of labour productivity can be 
estimated both from Cobb-Douglas and 
constant elasticity of substitution functions. 
But Cobb-Douglas production function is 
based on the most restrictive assumption of 
unitary elasticity of substitution. This 
assumption can be relaxed by using an 
indirect method of estimating constant 
elasticity of substitution (CES) production 
function based on the conditions of profit 
maximisation under perfectly competitive 
markets. The CES function is based on the 
observation that output per labour (V/L) is 
achanging proportion (increasing,decreasing 
or constant proportion) of wage rate (W/L). 

V/L = a(W/L)V* ...2 

The above equation is obtained from the 
following CES production function. 

V = A (8 K •> f (1-8)1/*) - -i- 

P 

where 

V = gross-value added; 

K, L = capital and labour inputs 

A = efficiency parameter 

A > 0 

8 . = distribution parameter 

0 < 8 < 1 


P 

a 


= extent of substitution between labour 
and capital, related to a = 

= elasticity of substitution a 

1+p 


o 

.p>-I 

As there is no method of linearisation by a 
simple logarithmic transformation (which 
would give a direct estimable exact 
representation), most investigations have 
approached its estimation via marginal 
productivity conditions. From the above 
function marginal productivity of labour 
(MP ( ) can be obtained as follows: 

^ =(1 _ S )A^r 

dL L 

= (1-8) V,'* 

A* L 

The marginal productivity theory of wages 
has been generally accepted by the 
economists as it gives an adequate 
explanation of wage determination. It is well 
known that the price of labour (wage) under 
the conditions of perfect competition isequal 
to the average and marginal product of labour 
in the long run. The firm, being a profit 
maximiser, will continue to increase the 
labour force up to a point at which the reward 
paid to the marginal unit of labour (marginal 
wage) is equal to the contribution made by 
the unit (marginal productivity of labour). 

According to marginal productivity theory 
under perfect competition 

MP, = Wage rate =— = — 

1 dL L 

i l - 8 i | V)'** W 
■' Ap 1 L- " L 


lW** _ | A* W| 
’L (1-8)' L 



A* 

r=r 


_ ( AP w )'*■ 

*1-8* L 
= a constant 
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l+p 


: c = elasticity of substitution or dasti- 
city of labour productivity. 


r ‘ *(B* = 1 ° 8 (r)=*°* * + " ,o «@ 


w 

The coefficient of log — in the above 
L 

V W 

regression of log—on—yields an estimate 
L L 


of o 

a = — 

1+p 

p=—-i 

a 

possible values for p range from p=a to = -1 
where a=a substitution of labour for capital 
is impossible 

o = a substitution possibilities of 
labour for capital are greatest. 
When p = 0, a = 1. leads Cobb-Douglas 
production function. More specifically from 
the above partial elasticity of labour 
productivity it can be inferred that if o > I 
higher substitution possibilities and o < 1 
lower the substitution possibilities. 

The estimating form of the above equation 
is log (V/L) as log a + a log (W/L) 
Elasticity of labour productivity with 
respect to wage rate 

Marginal labour productivity in 

_ relation to wage rate _ 

= Average labour productivity in 
relation to wage rate 


d(V/LK (V/L) _ d log V/L 
d(W/LMW/L)~ d log W/L 


- d(V/L > ~ (W/L) 

(V/L) d(W/L) 

The proportionate change in labour 
productivity (V/L) due to a small 
proportionate change in wage rate (W/L) is 
the measure of elasticity of substitution 

0 = 77 “ . The numerical value of o need not 
l+P 

necessarily be unity and it can take any 
value. If the numerical value of o to be 
estimated is significantly unity (0=1) then 
we have the Cobb-Douglas production 
function. 


Empirical Results 

Returns to Scale: The unrestricted Cobb- 
Douglas production function fitted to the 
time series data to the Indian manufacturing 
sector is as follows. 

Log V = 1.5277+0.9556log K-0.1514 log L 
t = (41.7537) (-1.0117) 

R 2 = 0.9945 
R 2 = 0.9937 
F = 1278.56 

Dtubin-Watson (DW) statistic = 1.4953. 


isfoundtobestatisrieallysignific&ntarl pd 
cent level whereas the dasticity of output 
with respect to labour is not found to be 
statistically significant even at 10 per cent 
level. Further, the sign of dasticity of output 
with respect to labour is negative which is 
meaningless and not conceivable. 9 The time 
series estimates of parameters of Cobb- 
Douglas production function often yield 
unrealistic estimates of elasticity of output 
with respect to labour. It cannot be conceived 
that in actual practice addition of some factors 
would decrease the total output. The negati ve 
sign of the elasticity of output with respect 
to labour factor leads to an inference that 
an increase in gross-value added is slower 
(14.57 per cent) than an increase in the 
capital employed attributed to the labour co¬ 
efficient a negative value. 10 Further, the 
compound growth rate (CGR) estimated for 
labour employed is very low as compared 
to the growth rates estimated for the gross- 
value added and capital employed during 
1973-90. But theory of production states 
that no rational firm would employ the labour 
force beyond certain limits because any 
attempt to increase the level of labour force 
would result in the reduction of total value 
added. This is not conceivable in the present 
exercise because growth in labour force 
during the period under study is found to 
be quite low as compared to the growth in 
capital and output. The manufacturing 
(factories) sector in India had been 
modernised largely with new investment. 
This shows the presence of capital intensive 
techniques in Indian manufacturing during 
1973-90. The fixed capital employed in 
manufacturing sector had increased from 
Rs 5,878 crore in 1973-74 to Rs 61,152 
crore in 1989-90 registering an annual 
compound growth rate of 15.49 per cent. 
The low value of co-efficient of variation 11 
estimated for labour factor confirms the 
insignificant impact of labour on output 
(gross-value added) in manufacturing sector. 
One thing is clear that the sum of the two 
elasticities is found to be around 0.8 which 
implies that the Indian manufacturing 
(factory) sector is subject to decreasing 
returns to scale (R<1). This indicates that 
Indian manufacturing sector is employing 
the factors (capital and labour) beyond the 
optimum scale of production. Therefore, it 
is not profitable to increase the employment 
of factors in the aggregate, particularly the 
level of capital employed during 1973-90 
is quite high as compared to the labour force 
showing the presence of capital intensive 
techniques in the Indian manufacturing 
sector. With a view to confirm the presence 
of capital intensive methods in the 
manufacturing sector the following type of 
function is fitted to the data. 


log V -12267 + 1.0147 (K/L) 
t * (29.3662) 

R 1 - 0.9829 

Elasticity of output (gross-value added) with 
respect to capital-labour ratio is not only 
positive but also significant at 1 per cent 
level corroborating the fact that Indian 
manufacturing sector is capital intensive. 
Further, it can be inferred that increase in 
value added is due to increase in capital 
employed per worker. This is consistent 
with the result obtained earlier through Cobb- 
Douglas production function. The value of 
elasticity of value added with respect to 
capital-labour ratio is found to be slightly 
more than unity evincing that historically 
gross-value added grew at 14.8 per cent 13 
as against 14.16 per cent n of capital-labour 
ratio during 1973-90. 

It is well known that the Cobb-Douglas 
production function assumes the elasticity 
of substitution between capital and labour 
to be equal to unity which may not always 
be true because of a lot ol disparity in factor 
payments. Therefore the elasticity of subs¬ 
titution is estimated through CEC production 
function to test the hypothesis of unitary 
elasticity (o = 1). Therefore, equation log 
(V/L) = log a+a (W/L) is fitted to the time 
series data and results are as follows: 
log (V/L) = -9.31190 + 1.1641 log (W/L) 
l = 40.2646 

R 2 = 0.9908 

os —= I.l64l;p = — - l= - 0.14% 
1+p O 

p > -1 

The value of elasticity of labour productivity 
with respect to wage rate is found to be 
1.1641 which is significantly different from 
one (0*1) at 1 per cent level. This result 
suggests that the elasticity of labour 
productivity with respect to wage rate in 
Indian manufacturing sector is more than 
unity and hence the appropriate form of the 
function for the present exercise is the CES. 
From this it can be inferred that the marginal 
labour productivity in relation to wage rate 
is very high than that of the average laboui 
productivity in relation to wage rate 
Therefore, still there exists substitution 
possibilities until the marginal labour 
productivity is equal to the average labour 
productivity. From the value of elasticity n 
can also be inferred that the wage rate 
prevailing in the sector is less than the 
marginal productivity of labour. It is well 
known that profit maximising entrepreneur 
facing perfectly competitive markets arc 
supposed to continue to increase the labour 
force until marginal product of labour is 
equal to wage rate* In the present exercise 
the elasticity of labour productivity with 
respect to wage rate is very high (1.1M 
Therefore, it is profitable for the entre 
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preware tottAiitafe fte abend«t l*our comwter price indicct (CPI) for induarial 
force for scarce capital until marginal workers (1981-82=100) 
productivity of labour is equal to wage rate. The estimated equation with real variables 

In the labour surplus economy like India, is 

the extent of substitution possibilities of ■ , V .1 , ^ 1 7 q i1 4QQ3 Ioc( W i ) 

labour for capital have to be investigated ^ WPI L ^ CPI L 

with a view to provide clue to the policy- t - (7.2740) (7.2740) 

makersforprovidingmaximumemployment ri - o.779 

opportunities. The value of elasticity of DW = 0.6501 

labour productivity is more than unity ] | , 

because historically the compound growth ° = | + p “ P = g u.^v, 

rate of value added per labour (13.24 per o > - 1 

cent) ,4 isfoundtobemorcthanthecompound p . 

growth rate of wage rate (11.22 per cent) 11 °" thc who,e ll } e elasticity of factor 
during 1973-90 in the Indian manufacturing substitution (o = f—) estimated through 
sector. Therefore, abundant factor can be CES production function both with nominal 


easily substituted for scarce factor capital 
until marginal productivity of labour is 
equal to the marginal cost. Thc value of 
elasticity (1.1641) suggests that if the wage 
rate (W/L) is increased by I per cent the 
output (gross value added) per labour in the 
Indian manufacturing sector would be 
increased by more than 1 per cent. In other 
words, labour productivity is an increasing 
function of wage rate (a > 1). This suggests 
a greater possibility of labour substitution 
tor capital. It is also observed that even after 
adjusting the variables for changes in prices 
(teal variables), the elasticity of labour 
productivity is found to be more than unity 
confirming that the substitution possibilities 
of labour for capital arc quite high in the 
manufacturing sector of India. The CES 
function with real variables (variables 
deflated by pnees) gave a slightly higher 
value of elasticity (1.40) than that of the 
value of elasticity (1.16) estimated with 
nominal data (variables not deflated by 
prices). This shows a fact that compound 
(over a period of time) growth rate of 
consumer price indices for industrial workers 
(deflator for wage rate) is high (7.88 is 
estimated from log CPl=3.849 + 0.0761) 
than the compound growth rate of whole sale 
price indices of manufactured products 
(7.315 is estimated from log WPI=3.9()5 + 
0.07It) (deflator for gross-value added). 
Though both thc price indices arc moving 
in the same direction (correlation co-efficient 
between CPI and WPI = 0.98) the movement 
in CPI for industrial workers are higher than 
the movements in CPI of manufactured 
products. Thus, wage rate has been highly 
affected by the rising prices than that of the 
gross-value added per worker. 

When prices are taken, the CES production 
function turns out to be as follows: 




where 

real gross-value added * = gross-value 

added is deflated by whole sale price (WPI) 


of manufactured products (1981-82 = 100); 
real wage * * wage rate is deflated by 


and real variables is found to be more than 
unity at 99 per cent confidence level evincing 
more substitution possibilities of labour for 
capital in the Indian manufacturing sector. 11 ' 
The main reason for linking the labour 
productivity with the wage rate is to find out 
the possibilities of substitution of labour for 
capital so as to absorb sufficient number ol 
labour that is in surplus. In the labour surplus 
economy it is appropriate to regress labour 
productivity on wage rate 17 to find the 
substitution possibilities under the conditions 
of profit maximisation. 

The results of the exercise indicate that 
thc elasticity of output (gross-value added) 
with respect to capital is very high implying 
that gross-value added is more responsive 
to capital employed during 1973-90. The 
exercise also reveals that the Indian 
manufacturing (factory) sector is capital 
intensive and is characterised by decreasing 
returns to scale. The elasticity of labour 
productivity with respect to wage rate is 
significantly more than unity. This indicates 
that substitution possibilities are quite high 
in favour of labour because labour 
productivity is found to be an increasing 
function of wage rate. In other words, the 
marginal labour productivity in relation to 
wage rale is very high than that of the average 
labour producti vity. Therefore, there is need 
to re-direct thc Indian manufacturing sector 
towards greater use of labour intensive 
technology until marginal productivity of 
labour is equal to wage rate. 

Notes 

1 The ratio of valut added to capital employed 
is known as capital productivity while the 
ratio of value added to labour employed is 
known os labour productivity. 

2 Capital Intensive Technique. 

3 See references 

4 The responsiveness of output to a proportional 
change in factors of production. 

5 Annual Survey of Industries is a primary 
source of information on factory (organised 
industrial) sector. The ASI covered 1,03,373 
factories in 1990. 

6 Except number of persons employed (workers), 


the grdss vatue added (V), fixed capital (K) 
and wage rate (W/L) have been taken in the 
value terms at current prices. 

7 CW Cobb and PH Douglas used the following 
restricted production function (original form) 
with the constraint that the sum of elasticities 
should be one. 

V=aL*“tC , ' M e , *\ Sum of elasticities (b,+{ 1 -b,)) 
forces to one and shows constant returns to 
scale, i c. R=i. 

8 The returns 10 scale are increasing, decreasing 
or constant depending on whether R is greater 
than, equal to or less than one, i e, 

R > 1 increasing returns to scale (economics 
of scale). 

R = I constant returns to scale 
R < 1 decreasing returns to scale (dis¬ 
economies of scale) 

9 i) G Tinter (A Note on the Derivation of 
Production Function from Farm Records', 
Econometnca , Vol 12, No I. January 1944) 
also came to the same conclusion. 

ii) Jacob Marsachak and Andrews ('Random 
Simultaneous Equation and The Theory of 
Production’, Econometnca, Vol 12, No 3, 
1994) also could not attribute any statistical 
importance for such a negative elasticities, 
in) Linear equation also fitted to the data. The 
results are as follows- 

V = 2238.8055+0.7490538 K -0435743 L 
t = (79.74878) M.37758) 

R ; = 0.9984 
R 2 = 0.9981 
F = 4390 247 

In linear equation also regression co-efficient 
of labour is found to be negative which is not 
conceivable Thus, in both the equations (linear 
and power functions) the regression co¬ 
efficient of capital is positive and significant. 
This is in line with the theory of production. 
But the regression coefficient of labour is 
negative and not found to be significant This 
is not conceivable. 

10 Thc compound growth rate (CGR) estimated 
for capital (K) employed is more than the 
growth rate estimated for the gross value 
added (V) and labour (L) employed 
respectively during 1973-90. The compound 
growth rates estimated for different variables 
are based on semi-log models 

a) log V = 8.3799 + 0 136283It 

t =(62.3191) 

R : = 0.9961 

CGR = 14.60 per cent 

b) log K = 8.5754 + 0.1443It 

t = (62.3192) 

R“ = 0.9% I 
CGR = 15.488 per cent 

c) log L = 8.4075 + 0.011911 

l = (2.2650) 

R ! = 0.321 
CGR * 1.196 per cent 

11 The high value of coefficient of variation 
(CV) for capital (68.35 per cent) shows the 
fact that capital had been increasing in 
manufacturing sector. This is also confirmed 
by the high growth rate of 15 488 per cent. 
The low value of coefficient of variation for 
labour (9.96 per cent) shows the fact that 
labour factor had not been employed in large 
quantities This is also confirmed by the low 
growth rateof 1.196 per cent estimated during 
1973-90. 
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12 log V 

t 

R 2 

CGR 

13 log <C/L) 
t 

R J 

CGR 

14 log (V/L) 
t 

R 1 

CGR 

15 log (W/L) 
( 

R a 


* 13 m + 0.136M3H 
a (62.3191) 

= 0.9961 
= 14.60 per cent. 

= 0.1679601 + 0.132428 It 
« (31.6094) 

■ 0.9852 
= 14.16 per cent. 

= -0.0275 + 0.12438 It 
= (24.4224) 

= 0.0975 
= 13.24 per cent 
= 7.9799 + 0.106355611 
« (24.3983) 

= 0.9754 


CGR = 11.22 per cent. 

16 The least squares estimates of 0 based on 


both nominal and real time series data 
(a = ; p = -g- -1) did not support the 

assumption of unitary elasticity of substitution 
underlying the Cobb-Douglas production 
function. 

17 Though there is simultaneous interrelation 
between the wage rate and labourproducti vity 
(two-way causation, ic, tfWsf (V/L) but 
also V/L = f(W) one can view that the wage 
rate is an exogenous and would affect 
the labour productivity (one-way causation, 
i e, V/L = f <W)) 

V/L = f(W) = log V/L = log a + a log W 
^ _ d log (V/L) 
d log W 

If wage rate is regressed on labourproducti vity 
(W = f(V/L) = log W = log a + b log (V/L) 
one can obtain estimate of b which is equivalent 
to the inverse of a 


_I_ 1 

|d log (V/L)]/[d log W]“ d log (V/L) 


x d log W = d log W 
1 d log (V/L)' 
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Small-Scale Sector: Myth and Reality 


Chandra Poojary M 

This paper considers the erstwhile policies of the central and state governments with regard to the promotion of 
small-scale industries. The failures of these promotional programmes has indeed given a fillip to the liberalisation 
slogan . That , alt the more , is the reason why we should go back on all that and see what was projected and what 
went wrong . This paper outlines the quantitative and qualitative aspects of the plan for the promotion of small-scale 
industries as it was taken up in the district of Dakshina Kannada in Karnataka. 


THIS paper considers not liberalisation, but 
the erstwhile socialistic policies of the central 
and state governments with regard to the 
promotion of small-scale industries. The 
failures of these promotional programmes 
has indeed given fillip to the liberalisation 
slogan. That, all the more, is the reason why 
we should go back on all that and see what 
was projected and what went wrong. The 
paper first outlines the quantitative aspects 
of the plan tor the promotion of small-scale 
industries as it was taken up in the district 
of Dakshina Kannada, Karnataka state, and 
then goes on to analyse thequalitative aspects. 
By quantitative aspects I refer to the number 
of units, the regional spread, employment 
generated, capital formation and the like; 
while by qualitative aspects l refer to the 
relations between these elements - the capital 
cost ot employment generation, whether the 
employment so generated was sustainable 
over a considerable period, whether the 
regional spread really corrects the lopsided 
development set in by major industries, 
whether the capital involved in the small- 
scale industries is really small, etc. The 
paper first discusses the promotional 
programmes executed by the District 
industries Centre (DIC) at the mien'-level 
over a decade. The quantitative aspect of the 
development of the small sector is studied 
with the secondary data published innually 
by the DIC of the district. 

Small Industry Promotional Programmes 

Since the organised sector was very weak 
before and just after independence, the 
government took steps to develop modern 
industries, especially large and basic 
industries, 1 This deliberate attempt by the 
slate to industrialise the economy in terms 
of large and basic industries led to the 
marginalisation of unorganised sector. This 
led lo regional imbalance, and also resulted 
in the concentration of the means of produc¬ 
tion in the hands of a few. 7 This development 
forced the government to revise the industrial 
development policy and take steps to promote 
small-scale industries. Thus small-scale 
sector was promoted with the objective of 
rectifying the above problems that ensued 
from an emphasis on large industries. In 
other words the small-scale sector was 
promoted with objecti ves such as the creation 
of employment with a relatively smaller 


capital, reducing of employment with a 
relatively smaller capital, reducing regional 
imbalance, and equity in the distribution of 
wealth. Wc shall not take up here the debate 
on whether the whole programme for the 
development of small-scale industries was 
not conceived to create a market for the 
capital/intermediate goods produced by the 
large-scale industries. We shall take the 
arguments for the promotion of small-scale 
industries at their lace value here. 

With a view to encouraging and assisting 
rapid and co-ordinated development of small- 
scale industries, a scheme of establishing 
industrial estates was taken up in thecountry 
during the Second Five-Year Plan at a cost 
of Rs 10 crore with a target of 120 estates 
for the whole country. Additional 
investments were made under the scheme in 
the successive plans. The estates were to 
provide land, rental space, power, water, 
drainage, roads, godowns, postal and banking 
facilities all at one place. Wherever industrial 
sheds were not constructed, government 
acquired land and gave it to the entrepreneurs 
at a subsidised rale with the facility to pay 
back the value ot the land in instalments over 
a long period ot time. The plots were allotted 
on lease-cum-hirc purchase basis, the period 
of lease being 20 years. During this period 
of lease, the government collected the cost 
ol the plot on easy half-yearly instalments 
with a nominal interest of 7 per cent per 
annum Some were sold outright on the 
payment ot 99 per cent of the price initially, 
and the balance over a period of 10 years.' 
In these plots the entrepreneurs were required 
to construct sheds according to their 
requirements Long-term finance was also 
provided by the slate agencies at subsidised 
rate of interest to tacilitate the construction. 
The government of Karnataka, in pursuance 
of the central government policy of 
establishing estates, also decided to establish 
industrial estates in different districts. In 
Dakshina Kannada, the DIC took steps to 
implement different schemes of both the 
state and central governments. Table 1 gives 
the details of promotional programmes 
implemented by the DIC, 

In addition to providing sheds and plots 
fer the development of modem small-scale 
industries, the government made arrange¬ 
ments to supply scarce raw materials. The 
policy of supply ing scarce raw materials was 


in tune with the government ’ s understanding 
of imperfect input markets in the Indian 
economy. However, the supply of scarce 
raw materials was restricted to certain main 
items such as cement, iron and steel, pig 
iron, coke and paraffin wax and fat. Thus, 
to encourage the small entrepreneurs, the 
state intervened into the market conditions 
with the intention of reducing the friction 
in the flow of inputs. We shall now go on 
to see the quantitative aspect of the effect 
of these programmes in relation to the micro- 
level, m the case of this paper the district 
of Dakshina Kannada. 

Growth of Small-Scale Industries 

Before making a detailed analysis of the 
qualitative aspects of the growth of small- 
scale industries in the district, some 
characteristics of it in the Dakshina Kannada 
district - as compared to the Karnataka and 
the all-India levels - have to be noted. The 
data pertaining to this are presented in 
Table 2. The table gives a binTs-cye view 
of the main features of small industries in 
the district - the number of units, figures 
relating lo employment and fixed assets. 
Investment in the plant and machinery is 
taken as the value of fixed assets. 

The small-scale sector, as we have noted 
earlier, was promoted on certain policy 
premises. One among them was the expected 
potentiality of creating employment. The 
plan documents had observed, as we know, 
that the small-scale sector had a definite 
potential for providing increasingly larger 
employment opportunities with a relatively 
smaller capital investment. In terms of 
employment generation the district shows 
significant progress. The data given in Tabic 
2 show that the employment created by the 
small industries of the region is far higher 
than in Karnataka slate and the national 
level. However, this larger employment 
generation had its own cost - far from being 
labour-intensive at a simplistic level, the 
cost of employment generation became far 
higher compared to the state and national 
averages although, significant conclusion 
may not be arrived at on the basis of just 
this one observation. In order to have a clear 
picture of the progress of small-scale sector 
in the district, we need a more detailed 
analysis of its growth. Wc need to look into 
the growth of small industries in terms of 
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capital formation and regionalspread. 

Units, Employment and Capital 

A general observation of industrialisation 
in Dakshina Kannada indicates significant 
progress as a result of government inter¬ 
ventions in terms of the sectoral shifts of em¬ 
ployment in the district. The encouragement 
given by the government naturally con¬ 
tributed to the significant growth of modem 
small-scale industries in Dakshina Kannada 
district. The growth of registered small- 
scale industries in Dakshina Kannada district 
can be seen from the Tables 3 and 4. 

Data in Table 3 show that there was a 
phenomenal growth in the small-scale sector 
in Dakshina Kannada district during the 
period of 1982-92. There were only 1,730 
units in the district at the beginning of 1982. 
Within a decade the figure rose to 8,752 
units. In terms of employment creation the 
sector also performed well with an increase 
in the number of persons employed in the 
small-scale industries from 45,695 m 1982 
to 1,00,842 in 1993. At the same time it 
should be noted that the employment per 
unit has come down from 26 in 1982 to 12 
in 1992. However, when compared to state 
and national figures. (6 per unit. Table 1), 
the employment generated by the small- 
scale industries of the district is far higher 
(12 per unit). Table 3 gives the picture of 
aggregate employment generated by the small 
industries of the region. It however, does not 
disclose the employment generated by 
different types of small industries. Table 4 
depicts the number of units and employment 
generated by different industries between 
1982-83 and 1992-93. The D1C gives data 
on 17 industries. In order to eliminate 
unnecessary details, the data on these 17 
industries have been presented as for 12 
industries, out of which four have been 
grouped together as rubber and plastic, paper 
and printing, glass/ceramic, job works and 
miscellaneous industries. The average size 
of the unit at the aggregate level in terms 
of employment was 34 persons in 1982-83. 
The industries which show more than this 
averages were food, beverages and tobacco. 
Textile, wood and miscellaneous industries 
- had shown some comparison with the aggre¬ 
gate while other industries were negligible 
in size. In 1992-93, the average size, in terms 
of employment per unit had come down to 
12 and the average size of food, beverage 
and tobacco was more than the aggregate 
figure. Thus almost all the industries were 
* Showing significant fall in the employment 
IjpDtentiality, thus belying the labour-intensive 
Ittyth of small-scale sector. 

^ In fact this contradiction between claim 
and reality with regard to employment 
generation is not only confined to micro- 
level Even at the macro-level, there arc 
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potentially of small-scale industries. 4 
However, the real problem is not whether 
the small-scale sector produces enough job 
opportunities. Nor is it a matter of exact 
statistics. 1 agree entirely with P N Dhar and 
F H Lydal who righly point out that job 
generating potentiality of the small sector 
has been over-projected so as to cover up 
the capital factor of debate.' A similar 
argument has also been forwarded by 
Sandesara who points at two difficulties 
with the employment argument.* First, if the 
creation of maximum possible employment 
is aimed at, in view of abundant labour and 
scarce capital, the latter may have to spread 
out so widely over the former that we would 
be forced to device a method of production 
which may yield a marginal product less 
than the subsistence wage. Secondly, 
maximisation of employment, irrespective 
of income consideration is hardly a practical 
objective to be aimed at in poor economies 
like ours. It should not be forgotten that our 
development programmes. Sandesara points 
out, were aimed at enhancing income, while 
employment creation was only the incidental 
objective. He argues that in a capital-poor and 
labour-abundant situation the economy should 
be so managed as to optimise the capital. 7 

With these remarks in mind, let us now 
sec how far the small industries of Dakshina 
Kannada are capital saving. I have used 
investment in the plant and machinery as a 
criteria to judge the capital intensity. The 
capital invested in the plant and machinery 
has been incrcasingsincc 1988 in thisdistrict. 
Up to 1982 it was Rs 6.26 lakh per unit. It 
came dowm to Rs 1.1 lakh and Rs 1.88 lakh 
between 1982 and 1988, respectively. Since 
1988, the capital invested in the plant and 
machinery has been increasing and has 
reached Rs 3.26 lakh in 1993. Table 3 shows 
the declining trend in smallest units in 
whose place units with investment over Rs 3 
lakh are becoming a common scene. This 
increasing trend of investment may be in 
tune with the changing definition of small- 
scale sector - every plan or industrial policy 
has been enhancing the total investment in 
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scale industry. 

Regional Spread op Sm \ll Industries 

The other important reason for which the 
small-scale industries were promoted was its 
adaptability and suitability in all locations. 
The small-scale industries were expected to 
be mobile and insensitive to cost factors 
which influence the location of large-scale 
industries. Hence working groups appointed 
to study the regional imbalance of industries 
suggested a package of incentives for the 
backward areas to establish small-scale 
industries. 11 Based on the reports of these 
committees, the government took steps to 
encourage entrepreneurs by offering various 
incentives and facilities to establish small- 
scale industries as they could be established 
m any location. However, the spread of 
small-scale industries in the district, as 
revealed by Table 4a, is significantly uneven. 


Table 2: Some Characteristics m Small. 
Industry in D K Compared with Karnataka 
and All-India (1987*88) 


Characteristics 

DK 

Karnataka 

All-India 

Units (No ’000) 

5 72 

40.50 

582 40 

Employment 

(lakh) 

0.83 

02 44 

036 56 

Fixed assets 
(Rs tTorc) 

170.77 

661 00 

9296.00 

Average size (no 
employment) 

14 

6 

6 

Average size 
(Rs ’000) 

298 72 

163 21 

159 62 

(Fixed asset) 
Employment/ 
fixed assets 
(lakh) 

4.84 

3.60 

T 94 

Fixed asset/ 
employment 
(Rs) 20650.00 

27090.00 

25357 00 


St tunes. (i > Development Commissioner. Small- 
Scale Industries, Report on the 
Second All-India Census of Small- 
Scale Industrial Units. Government 
of India, New Delhi, 1992 
(ii) Government of Karnataka, 
Progress of Industrial Development 
n] Dakshina Kannada. District 
Industrial Centre. Mangalore, 1989 


Table I: Programmes for Promotion of Smali -Scai f. Industries in Dakshina Kannada District 


Year/Programme 

No of ENTRs 
Trained 

No of KSSIDC 
Sheds Allotted 

KIADB Plots 
Allotted 

Power 

Sanctioned 

Marketing 

Assistance 

1982-83 

165 

- 

_ 

- 

- 

1983-84 

35 

1 

19 (17.5) 

118 (1350) 

- 

1984-85 

28 

32 

51 (39.5) 

66 (4389) 

14 

1985-86 

60 

37 

58 (3J.5) 

33 (3516) 

26 

1986-87 

35 

23 

75 (41.0) 

18 (1073) 

31 

1987-88 

36 

51 

24 (13.75) 

24 (2636) 

26 

1988-89 

17 

24 

24 (12.0) 

10 (678) 

.18 

1989-90 

32 

18 

37 (21.5) 

20 (1450) 

20 

1990-91 

38 

24 

82 (34.5) 

32 (2659) 

26 


Notes: (i) KIADB plots allotted: figures in the bracket refers to area in acres: (ii) Power sanctioned: 
figures in the bracket refers to HP. 

Source: Government of Karnataka, Progress of Industrial Development of Dakshina Kannada, DIC. 
Mangalore, various years. 
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Mangalore triuq stands first ki terms of 
the number of registered small-scale 
industries, employment and the amount of 
capital invested. Following Mangalore, is 
Udupi which shows relatively better growth 
in terms of employment, number of units 
and capita] invested. Puttur and Kundapur 
stand at par. Among the backward taluqs, 
Sullia shows more employment creation, 
although it has fewer units. 

But then, the capital invested in Sullia 
taluq is also more than in Belthangady. This 
is mainly because of different types of 
industries found in different taluqs." Main¬ 
stream theory on economic development has 
been insisting that with the development of 
an economy the secondary sector gains 
strength and, in the secondary sector, in the 
initial phase, the modern small industries 
take the place of traditional and agro-based 
industries. In fact, to a large extent Mangalore 
and Udupi taluqs, exhibit the features of 
developed and developing regions, 
respectively. Other taluqs such as Sullia and 
Belthangady arc still in their infancy so tar 
as the growth of modem small industries is 
concerned. 

In Table 5, the regional spread of small- 
scale industries is lurthcr analysed with the 
help of six industrial development indicators. 
The most common indicators such as number 
of registered industrial units per 1,000 
population and per sq km, percentage and 
density of industrial employment in the total 
employment, investment per worker and 
per unit used to measure the industrial 
development in the eight taluqs of the region. 

In terms ot the number of registered 
industrial units, employment creation and 
capital formation Mangalore and Udupi 
taluqs show a significant rate of growth. On 
the other hand, taluqs such as Belthangady, 
Sullia. and Bantwal exhibit a poor 
performance in terms of the above indicators. 
Puttur, Kundapur and Karkal taluqs can be 
located between these two extremes of 
developed and underdeveloped taluqs. 

In fact this micro-level picture is not a 
unique one. Instead, it represents features 
that cun be found at the macro-level as well. 
Both in the developed and backward states, 
the small-scale industries tend to concentrate 
in the industrially developed regions rather 
than move towards less developed regions. 
M D Godbole took note of this pheno¬ 
menon in his work on industrial dispersal 
in Maharashtra. 1 ” This tendency of con¬ 
centration of small-scale industries in the 
developed regions is mainly due to two 
reasons. One. the close relation these small 
industrial units have with the large industrial 
units. In this context Sandesara observes that 
the small industries have forward and 
backward linkage with the large industries. 11 
Therefore the small industries tend to 
concentrate near the developed regions. 


Btiridbs, die type of 

their location. Modem industries concentrate 
near the developed and industries which can 
be categorised as traditional are located in 
the backward regions. Out of the 17 major 
types of industries, one can find a maximum 
of five to seven in the backward taluqs. The 
main industries that are found in the backward 
taluqs are foods, beverages, wood-based 
work, job work and servicing, priming and 
mechanical engineering industries. Industries 
requiring heavy investment, power 
consumption, labour and technical know¬ 
how like ferrous and non-femms, paper and 
pulp, electrical, electronics do not figure in 


are presented in Table 6. 

In Table 6, areas of developed, moderately 
developed and backward regions are 
categorised on the basis of the number of 
units, employment and capital invested. 
According to this criteria, Mangalore and 
Udupi taluqs come to be categorised as 
developed; Kundapura, Karkala and Puttur 
as moderately developed; and Sullia, 
Belthangady and Buntwal as backward 
taluqs. The classification as to traditional 
and modem industries has been made on the 
basis of investment, labour, technical know¬ 
how and power consumption. Industries 


Table 3 Rfgistfred Small-Scale Units, Employment, and Capital Formation in Dakshina 
Kannada District as on March 31, 1993 


Year No of Units Employment Total Capital Employment Capital (Lakh) K/L Ratio 

(Persons) (Lakh) (Per/Unit) (Per/Unit) 


up to 1982 

1730 

45695 

10834.62 

26 

6.26 

0.24 

1982-85 

1622 

19806 

1784.96 

12 

uo 

0.09 

1985-88 

2365 

17200 

4458.34 

07 

1.88 

0.25 

1988-91 

1908 

10395 

4134.09 

05 

2.16 

0.39 

1991-92 

556 

3539 

1799 83 

06 

3.23 

0.50 

1992-93 

571 

4207 

1862 10 

07 

3.26 

044 

Total 

8752 

100842 

24873.94 

12 

2.84 

0.24 


Note K/L ratio - capital/labour ratio. 

Source Government of Karnataka. Progress of Industrial Development of Dakshina Kannada , DIC, 
Mangalore. 1989-90, 1990-91, 1991-92 and 1992-93. 


Table 4: Growth of Industries Over a Decade 


Industries 


1982-83 



1992-93 


Units 

Employment 

A Size 

Units 

Employment 

A Size 

Automobile 

121 

1071 

9 

389 

2591 

6 

Chemical 

91 

555 

6 

143 

891 

6 

Electrical and electronics 

39 

153 

4 

285 

1054 

3 

Fcrrous/non-fcrrous 

41 

339 

8 

244 

1393 

6 

Food/heverages, etc 

483 

49279 

102 

2399 

53742 

22 

Leather 

20 

21 

1 

235 

542 

2 

Mechanical engineering 

258 

1462 

7 

892 

5567 

6 

Printing, paper, etc 

164 

1127 

7 

485 

3370 

7 

Rubber and plastic 

126 

370 

3 

440 

2726 

6 

Textile 

75 

2092 

28 

378 

3362 

9 

Wood 

179 

200! 

11 

602 

4840 

Z 

Services and other ind 

318 

7253 

23 

2228 

21042 

9 

All industries 

1915 

65723 

34 

8700 

101120 

12 


Source 0) Calculated from Government of Karnataka. Industrial Directory of Dakshina Kannada* 
DIC, Mangalore, 1986. 

(ti) Government of Karnataka, Progress of Industrial Development of Dakshina Kannada , 
DIC, Mangalore, 1992. 

Table 4a. Small-Scale Units, Employment. Capital Formation in Different Taluqs of 
Dakshina Kannada District , 1993 



No of Units 

Employment 

(Persons) 

Total Capial 
(Lakh) 

Employment Capital (Lakh) K/L Ratio 
(Pfer/Unit) (Per/Unit) 

Mangalore 

3676 

15893.27 

57716 

4.32 

16 

0.27 

Bantwal 

760 

1180.60 

6848 

1.55 

9 

0.17 

Kundapura 

770 

1383.85 

6680 

1.79 

9 

0.20 

Udupi 

1288 

3026.02 

12518 

2.34 

10 

0.24 

Karkala 

699 

1413.57 

6802 

2.02 

10 

0.20 

Puttur 

818 

1185.11 

5946 

1.44 

07 

0.19 

Sullia 

363 

539,58 

2336 

148 

6 

0.23 

Belthangady 

378 

251.94 

1996 

0.66 

5 

0.12 

Total 

8752 

24873.94 

100842 

2.84 

12 

0.24 


Note: K/L ratio = capital/Ubour ratio. 

Source : Government of Karnataka. Progress of Industrial Development of Dakshina Kannada , DIC, 
Mangalore, 1989-90,1990-91,1991-92 and 1992-93. 
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requiring toss capital, more labour, tm 
technical know-how. and less power 
consumption are categories as traditional 
industries and the industries with opposite 
features as modem. Hence food, beverages, 
wood, job work and servicing, printing and 
mechanical engineering are classified as 
traditional industries, while others are 
categorised as modem industries. 

Conclusion 

For a superficial observation, the 
performance of small-scale industries in 
Dakshina Kannada district in terms of the 
number of units, capital employed and 
employment creation seems to be very 
positive. However, an in-depth analysis of 
the data gives a picture which is different 
from the appearance. The employment 
generated by the sector, though better when 
compared to state and national averages, has 
its own weak points such as confinement to 
a few traditional industries and generated 
with relatively a larger capital. Besides, the 
intra-district spread of small-scale industries 
is very uneven and lopsided. A large number 
of units arc concentrated in and around 
Mangalore urban agglomeration and in Udupi 
taluq. Kundapura, Puttur, and Karkala taluqs 
of Dakshina Kannada district may be 
categorised as moderately developed in terms 
of the growth of small-scale industries. But 


sta^categorisation may nothoktgood with 
reference to extremely backward Sullia, 
Belthangady and Bantwal tahiqss of the 
district. Another aspect to be noted is the 
pattern of industrialisation. The pattern of 
industrialisation in the taluqs of the district 
is also not uniform. A laige number of modem 
industries are located in the developed 
(Mangalore and Udupi) and moderately 
developed (Kundapura, Puttur and Karkala) 
taluqs. Sullia, Belthangady and Bantwal 
taluqs are not only backward in terms of num¬ 
bers, but also in terms of the pattern of indus¬ 
trialisation with a large numberof traditional 
and a smaller number of modem industries. 

A sub-note regarding the uneven growth 
of small-scale industries may be in order 
here. The glaring factor which can be noted 
here is the political decision of declaring 
Mangalore. Udupi and Karkal taluqs as back¬ 
ward when there were many other extremely 
backward taluqs such as Sullia, Belthangady, 
Bantwal and Puttur. As the relatively deve¬ 
loped taluqs were declared backward, they 
could obtain the developmental resources to 
the exclusion of really backward taluqs. 12 
The pressures of realpolitik which compelled 
the MPs and MLAs to nurture their constituen¬ 
cies by these paper decisions is, of course, 
quite another interesting story. One is left 
guessing whether the programme of develop¬ 
ing small-scale industries, if implemented 


Table 5‘ Indicators of Development oi- Modern Smai i Scale Sector in mt District 
and i he Sample Regions 


Indicators 

DK 

Manga¬ 

lore 

Udupi 

Karkal 

Puttur 

Kunda- 

pur 

Bantwal 

Belihan- 

gady 

Sullia 

No of registered 
industrial units per 
(XK) population 

2.83 

4.76 

2.38 

2,06 

2 93 

1.93 

2.02 

1 61 

2 42 

No of registered 
industrial units 
per sq km 

0.90 

5.71 

1.27 

0.42 

0.69 

0.43 

0 88 

0 24 

0.36 

Per cent of industrial 
employees to total 
population 

3 45 

8.19 

2 23 

2.04 

2.26 

1 69 

1.89 

0.86 

1.67 

Density of industrial 
employees 
per sq km 

II 02 

98 42 

11.97 

4.17 

5 37 

3 80 

8.32 

1.32 

2 52 

Investment pei 
worker (Rs lakh) 

0 22 

0.26 

0.18 

0.18 

0.15 

0.17 

0.16 

0.12 

0.19 

Investment per unit 
(Rs lakh) 

2 78 

4.56 

1.77 

1.79 

1.22 

1.55 

1.49 

0.64 

1.32 

Employment per unit 12.20 

17.21 

9.38 

9.90 

7.70 

8.73 

9.37 

5.32 

6.89 


Source: Government of Karnataka, Progress of Industrial Development of Dakshina Kannada, 
D1C, Mangalore, 1991 -92. 


Table 6: Pattern of Industrialisation in Different Taluos 


Region Traditional Industries Modem Industries Total Units 


Developed (Mangalore and Udupi) 

Moderate developed 

2995 

1380 

4375 

(Puttur. Karkal and Kundapur) 

1474 

0479 

1953 

backward (Sullia, Belthangady and Bantwal) 

0960 

0337 

1297 

Total 

5429 

2196 

7625 


fiote Small-scale industries units registered with the DIC up to 1991 are only taken in this table. 
} $&urce: Calculated from the Government of Karnataka. Statistical Abstract of Dakshina Kannada - 
/ 990-91 . Statistical Office, Mangalore, 1991, pp 48-53. 



etxtMfy* withtllthe drawback* wo have 
noted above, would hive brought us to the 
present impasse and the promised ideological 
solution of liberalisation. 

Notes 

1 The relative position of organised and 
unorganised sectors on the eve of 
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following reports and studies: Government of 
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1951; Government of India. Programme 
Evaluation Organisation, Study oj Village 
and Artisans , New Delhi: Planning 
Commission. 1956. and Anupam Sen, State 
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India, RKP, London, 1982 

2 R K Hazari, Structure of the Corporate Private 
Sector , Asia Publishing House, Mumbai. 
1966; Government of India, Report of the 
Committee on Distribution of Income atul 
Levels of Living . New Delhi, 1964, and 
Nathaniel H Leff, ‘industrial Organisation 
and Entrepreneurship in the Developing 
Countries The Economic Groups'. Econonuc 
Development and Cultural Change, Vol 26. 
No 4, July 1978, pp 661-76. 

3 Government of Karnataka, Karnataka State 
Gazetteer . South Konara District , Bangalore 
Government of Karnataka Publication. 1973, 
pp 245-46 

4 The following works argue that SSIs are 
cupable of creating employment: O H 
Farooque. Small-Si ale and Cottage Industries 
as a Means of Providing Better Opportunities 
for Labour in India, Ahgaih Muslim 
University, 1957 and M C Shetty. Small Si ale 
and Household Industries in a Developing 
Et onorny, Asia Publishing House, Mumbai, 
1962. 

5 The Role of Small Enterprises , Asia Publishing 
House, Mumbai. 1963 

6 J CSandesara, ‘Small-ScaleIndustrialisation 
The Indian Experience*. Economu and 
Political Weekly , Vo 24. No 12, March 1988. 
pp 640-57 

7 Ibid, pp 640-57. 

8 Ram K Vepa, Modern Snudl Industry in India, 
Problems and Prospects , Sage Publications. 
New Delhi, 1988. 

9 Hem&latha Rao has noted that backward taluqs 
lag behind not only in terms of total number 
of industrial establishments but also in having 
various types of industries (‘Intra-Region 
Disparities in Industrial Development'. 
Regional Dispersal oj Industries and 
Industrial Development, Sreckantaradbya 
(ed), pp 63-64). 

10 Industrial Dispersal Polit y, Asia Publishing 
House, Mumbai, 1978. 

11 J C Sandesara, Efficacy of Incentives for 
Small Industry , Industrial Development Bank 
of India. Mumbai. 1982. 

12 Construction of sheds and allotment of plots 
arc heavily concentrated in Mangalore and 
Udupi taluqs of the district. In Karkal taluq. 
which was also identified by the government 
as an industrially backward taluq, industrial 
plots are not allotted and only a few sheds 
are constructed. In Puttur taluq, which is also 
an industrially backward taluq but noi 
identified so by the government, some plots 
were allotted during 1991. The government 
policy of identifying and promoting 
industrialisation in the backward areas led lo 
unevendistribution of infrastructural facilities 
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Growth and Structure 


A V A run Kumar 


This article looks at the regional spread of small-scale units in Karnataka , changes in the industrial structure 
and the effect of the state's promotional policies on the growth of the small-sector. Some disturbing trends are 
observable , and corrective measures need to be taken . 


THE role of industrialisation in the process 
of economic development is well 
documented in the literature. Economic 
development with emphasis on small 
industries is known for its potential to 
generate more employment opportunities. 
Yet another major advantage of the small- 
scale industrialisation in the economic 
development is its suitability in decentra¬ 
lised economic development. This is all the 
more relevant in states like Karnataka, 
where the rural-urban disparities arc high 
and infrastructure facilities are urban 
centred. 

Though Karnataka belongs to the category 
of industrially advanced states, some 
disturbing trends are observed in the 
organised industrial structure of the state. 
There has been increasing capital intensity 
and a stagnating employment growth even 
in the employment augmenting industries. 
Not only that, the value added in these 
industries remained stagnant over the last 
two decades (Upendranadh, Vijayabaskar. 
and Vinod Vyasutu 1994], Along with that, 
the industries are largely concentrated in a 
few districts of the state. Since the study has 
not looked into the small-scale industries of 
the state, this paper is an attempt to fill that 
gap. It would have been analytically 
interesting to see whether the above findings 
are true in the case of the small-scale 
industries. Unlike the ASI. time series data 
are not available on the small-scale sector. 
Therefore, we have not attempted such an 
exercise. The objective of this paper is to 
find out the regional spread of small-scale 
units, shift in the industrial structure, the 
effect of over all promotional policies on 
the growth of this sector, and to give a 
picture of the industrial scenario at the 
district level. 1 The analysis is carried up 
to the district level according to availability 
of the data. 

In this analysis, growth is measured 
according to the number of units, fixed 
capital investment, production, value added 
and employment. By shift in the industrial 
structure we mean changes in the distribution 
of small industry in terms of the number 
of units, employment, fixed capital invest¬ 
ment and production by broad groups of 
industry. The definition of the modem 
small industry is similar to the definition 


followed in the small-scale industrial elaborate and detailed. Therefore, 
census. comparisons can be made for the broad 

The units registered with the directorate indicators only. Industrial units with the 

of industries (SIDO) are regarded as the original investment limit in plant and 

modem small-scale industry. The study uses machinery of Rs 7.5 lakh and Rs 10 lakh 

mainly data from the Small-Scale Industries in the case of ancillary is the definition 

Census Surveys (The Census of Small-Scale followed in the 1972 Census. According to 

Industries Survey published by the the second census, the investment limit is 

Development Commissioner, Small-Scale Rs 35 lakh and in the case of ancillary it 

Industries (DCSSI) for the year 1972 and was Rs 45 lakh. 

for the year 1987-88). Compared to the The first section of this brief paper 
Census of Small-Scale Industries published discusses the growth and structure in the 
in the year 1977, the second census is more modem small industry in Karnataka. The 

Table la: Growth Of Modern Small Industry in Karnataka 1972-73 and 1987-88 


Indicators 

72-73 

87-88 

Percentage 

Change 

ACGR Karnataka 
t Per Cent) 

No of units (in lakh) 

0 It 

0.594 

440 00 

11 90 

No of working untts (in lakh) 

0.076 

0 405 

432 89 

11 80 v 

No of units for which data tabulated 

0 0561 

0.4052 

622.28 

14 09 

Invest in fix assets in crore (1972*73 prices) 

43 79 

224.13 

411 83 

11.50 

Plant and machinery in crore 

23 94 

115 82 

383 78 

11 08 

Production in crore (1972-73 prices) 

79 77 

893 4 

1019.35 

P47 

Net value added in crore (1972-73 prices) 

28.76 

294 29 

923.26 

16,77 

Employment (in lakh) 

0.643 

2 4404 

279.00 

9 29 


Notes: The figures on investment in plant and machinery is deflated by using whole sale price index 
on machinery 

Figures arc at 1972-73 prices 

ACGg - Annual Compound Growth Rate 

Sources Development Commissioner. Small Scale Industries. Government of India: Report on Census 
of Small St ule Industry Units. Vol I and Vol 2. 1977 and Report on the Set and Alt India 
Census of Small Scale Industrial Untts for All - lnd,a and Kerala , August, 1992. 


Tabu lb: Structural Changes in Otnerr (1972-73 - 1987-88) 




1972 



1987-88 


ACGR 

Total Percentage 
Output Share 

Rank 

Total 1 
Output 

Percentage Rank 
Share 

Over 

1972-73 

20 and 21 Food Products 

1053 

13 20 

3 

71570 

28.32 

I 

26.77 

22 Beverages, tobacco 

13 

0 16 

15 

6094 

2.41 

13 

39.42 

26 Textile products 

186 

2 33 

13 

6588 

2.61 

12 

19 19 

27 Wood and wood 








products 

414 

5.19 

9 

12817 

5.07 

8 

15.14 

28 Paper, paper products 

376 

4.71 

10 

28960 

11.46 

3 

22.77 

29 Leather and 

79 

099 

14 

3800 

1.50 

15 

18.97 

30 Rubber plastic 

625 

7.84 

5 

13819 

5.47 

6 

12.37 

31 Chemicals and 

1358 

17 02 

1 

18582 

7.35 

4 

9.82 

32 Non-mctallic 

558 

7.00 

7 

8083 

3.20 

10 

9.07 

33 Basic metals 

462 

5.79 

8 

14317 

5.67 

5 

13.74 

34 Metal products 

1134 

14.22 

2 

31299 

12.39 

2 

14.45 

35 Machinery 

598 

7.50 

6 

12274 

4.86 

9 

12.32 

36 Electrical machinery 

662 

8.30 

4 

13247 

5.24 

7 

14.10 

37 Transport equipment 

250 

3.13 

11 

# 4279 

1 69 

14 

11.06 

Other industries 

209 

2.62 

12 

6957 

2.75 

11 

19.06 

Totfli 

7977 

100.00 


252686 

too.oo 


17.48 


ACGR - Annual Compound Growth Rates. 
The ACGR calculated at 1972-73 prices, 
Sonn e As given in Table la. 
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seojsecuontsoninef^gTOsnpawpBmn 
of the sector. The third section deals with 
the effects of reservation policies on the 
small-scale sector of Karnataka state; the 
details of closure are given in the fourth 
section. The fifth section deals with the 
observations at the district level. Last section 
is by way of conclusion. 

I 

Growth and Structure 

Quite similar to the position of large-scale 
industries, Karnataka belongs to the category 
of industrially advanced states in the case 
of small-scale industries also. In terms of 
units, the share of the state at the all-India 
level has increased from 4 per cent to 6.9 
percent between the two censuses. In terms 
of employment, its share was 3.9 per cent 
in the first census, and has increased to 6.7 
per cent in the second census. A similar 
increase was noticed in other variables like 
output as well as the fixed assets. The relative 
share of Karnataka in terms of fixed assets 
increased from 4.1 per cent in 1972 to 7.1 
per cent in 1987-88. On the other hand, the 
relative share of output has increased from 
3 per cent to 5.9 per cent. The above details 
indicate that the state has improved its 
performance over the last 15 years under 
consideration. 

The growth performance of the modem 
small-scale sector in Karnataka is explained 
by the Table la. The table brings out that 
all the annual compound growth rate of the 
performance indicators of Karnataka showed 
better performance over the last 15 years. 
Among the indicators, the highest annual 
compound growth rate was achieved by the 
output, which has grown by 17.47 per cent 
over two census points. The percentage 
change of value added was 923.26 per cent. 
The annual compound growth rate was 16.47 
per cent. The fixed capital witnessed an 
increase of 11.50 per cent per annum. In 
terms of the annual compound growth rates, 
the lowest performance was by employment, 
which has grown at 9.29 per cent per annum. 
Even then, compared to the all-India 
performance, it is much higher [Sandesara 
1993]. Thus, it is clear that in the small-scale 
sector, the employment growth was less 
compared to the growth in the number of 
units, value added and the value of output. 
This situation is contrary to the industrial 
scenario in states like Kerala, where, with 
the increase in number of units, no remarkable 
progress has been made in the other 
pcnormance indicators [Subrahmanian and 
Pillai 1994]. 

Industrywise Shifts (Two Digit Level) 

As we have mentioned earlier, the 
. comparatively narrower coverage of the first 
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Karnataka All-India Location Quotient 

sr- rgggrgg rxsx mg— -rasa gg -mar g a 


Description 1972-75 

198^-88 

mzw 

1987-88 


itort-88 

20 and 21 Food Products 

1053 

71570 

15222 

938561 

2.26 

1.30 

22 Beverages, tobacco 

13 

6094 

741 

47247 

0.57 

2.19 

23 Cotton textiles 

0 

640 

0 

30052 

0.00 

0.36 

24 Wool, silk and synthetics 

0 

101 

0 

25795 

0.00 

0.07 

25 Jute hemp and mesta 

0 

28 

0 

5649 

0.00 

0.08 

26 Hosiery and garments 

186 

5819 

15536 

220756 

0.39 

0.45 

27 Wood and wood products 

414 

12817 

10250 

189803 

1.32 

1.15 

28 Paper, paper products 

376 

28960 

12635 

172260 

0.97 

2.86 

29 Leather products 

79 

3800 

8852 

102581 

029 

0.63 

30 Rubber and plastics 

625 

13819 

15114 

254170 

1.35 

0.92 

31 Chemicals 

1358 

18582 

34664 

527272 

1.28 

0.60 

32 Non-metallic products 

558 

8083 

12548 

176804 

1.45 

0.78 

33 Basic metals 

462 

14317 

29415 

448517 

0.51 

0.54 

34 Metal products 

1134 

31299 

46873 

361578 

0.79 

1.47 

35 Machinery 

598 

12274 

21180 

247428 

0.92 

0.84 

36 Electrical machinery 

662 

13247 

15169 

259865 

1.42 

0.87 

37 Transport equipment 

250 

4279 

13474 

108910 

061 

0.67 

38 Other industries 

116 

2043 

6117 

78953 

0.62 

0.44 

97 Repair services 

93 

2831 

2484 

44165 

1.22 

1.09 

99 Servicesnec 

0 

246 

0 

2713 

000 

1.54 

Other services 

0 

1837 

0 

54145 

0.00 

0 58 

Total 

7977 

252686 

260274 

4297205 




Table 2a: Distribution of Units by Type of Organisation with Aggregate/Per Unit 
Employment. Production and Export 
(Total values are in percentages) 

Type of No of Employment V of Fixed Assets V of Production V of Exports 


Organisation 

Units 

Total 

Per 

Unit 

Total 

Per 

Unit 

(Rs ’000> 

Total 

Per 

Unit 

(Rs ‘000) 

Total Per 

Unit 

(Rs'000) 

Proprietary 

85.50 

56.89 

4 

49.98 

95 

28.55 

208 

6.95 

5 

Partnership 

11.84 

29.15 

15 

29.22 

403 

33.27 

1753 

61.49 

55 

Limited co 

2.24 

12.50 

34 

19.77 

1440 

36.03 

10038 

28.51 

63 

Co-op society 

0.25 

0.83 

20 

0.48 

319 

1 25 

3169 

0.12 

7 

Others 

0.18 

0.62 

21 

0.56 

510 

0.90 

314* 

2.93 

103 

Total 

100.00 

100 00 

6 

100.00 

163 

100.00 

624 

100.00 

35 


Source : Same as above. 


TABLE.2b: Investment in Plant and Machinery, and Production and Employment Across 


Types of Organisations* (1987-88) 


{Percentages ) 


Investment in Plant 
and Machinery 
Slabs 


Proprietary 



Partnership 


No of Units Producion 

Employment No of Units 

Production 

Employment 

Up to 5.0 

98.46 

85.39 

93.37 

84.82 

63.00 

72.5! 

5.0-10.0 

1.02 

7.01 

3.35 

9.36 

16.15 

13.30 

10.0 and above 

0.51 

7.60 

3.28 

5.82 

20.85 

14.19 

Total 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 


* Proprietary and partnership concerns. 

Source : Report on the Second All-India Census of Small-Scale Industrial Units . 


Table 2c: Investment in Plant and Machinery, and Production and Employment Across 
Types of Organisations (1987-88) 


Investment Company Co-operative _ Others 

in Plant and No of Prate- Employ- No of Pvoduc- Employ- No of Produc- Employ 

Machinery Units tkmin mat Units tionin ment Units lion in mem 

Slabs (RsLakh) <Ho» (Rs Lakh) (No) (Rs Lakh) (No) 


Up to S O 42.34 47.81 

0.5-10 18.41 12.95 

10 and above 39.25 39.25 

Total 100.00 100.00 


26.22 89.00 12.21 62.23 

15.32 4.00 0.82 3.34 

58.46 7.00 86.97 34.43 

100.00 100.00 100.00 100.00 


80.56 23.24 58 26 

4.17 1.41 4.87 

15.28 75.34 3687 

100.00 100.00 10000 


Economic and f^Ut^ Wtecly 



Source: Same as for Table 2b. 




cams compand to to second prbvems os 
from comparing some of the important 
variables available in the second census. 
Therefore, the shift in the industrial structure 
is analysed only for the value of output at 
two digit industrial groups. 

Here, it is to be noted that, the First Census 
classified the industrial groups at the two- 
digit level into 16 categories, whereas ihe 
1987-88 Census classifies it in terms of 21 
two-digit industries, which are comparable 
[Sandesara 1993]. The category called 
‘other industries' includes miscellaneous 
industries, repair services, services not 
elsewhere classified and other industries. 
The category ‘textile items’ consists of cotton 
textiles (23), wool, silk and synthetic (24), 
jute, hemp and mesta (25) and textile products 
(26). According to the relative dominance, 
the industries are ranked for both the 
censuses, which is shown in Table lb. 
According to the first census, chemical and 
chemical products ( 17.02 per cent), metal 
products (14.22 per cent), food products 
(13.20 per cent) and electrical machinery 
(8.30) were the dominant industries. 
According to the latest cci^us, it was food 
products (28.32 per cent), metal products 
Cl2.39 per cent), paper and paper products 
(11.46 per cent) and chcmicat and chemical 
products (7.35 per cent). This shows that, 
though the rank has changed, not much 
diversification has taken place on the 
industrial front, at least at the two-digit level 
(see Table lb). In order to see if significant 
difference exists between the ranks of the 
output between two time points, we attempted 
to calculate the coefficient of correlation; 
(0.81) which is found to be highly significant. 


if dear that, over (he period of 15 
years, no substantial change has happened 
in the output structure of the small-scale 
industries in Karnataka. 

Coming to the annual compound growth 
rates in beverages and tobacco products, 
food and food products, paper and paper 
products, textile products, and other 
industries had the highest rates and the 
lowest growth rate of 9 per cent was 
observed in industries like chemicals and 
chemical products and non-metaliic 
minerals. The rest of the industries fared 
well over this period. The average annual 
growth rates of the output in general was 
17.48 per annum. See Table lb. 

Here, we have also attempted to see the 
shift that has taken place in the industries 
of Karnataka compared to the all-India level. 
For this we used location quotient concept. 2 
The concept wil I be useful to find out relative 


segicnal concentration of a given industry 
compared to the national magnitude. If the 
location quotient is more than 1, it shows 
the industrial base of the region. The 
industrial location quotient worked out on 
the basis of the output is given in Table |c. 
According to the first census, food products, 
wood and wood products, rubber and 
plastics, chemicals, non-meiallic minerals, 
electrical machinery and repair services 
had a base in the small-scale industrial 
economy of Karnataka state. According to 
the 1987-88 Census, food products, wood 
products and repair services retained their 
industrial base. On the other hand, metal 
products held a new basic in the industrial 
structure. The rest of the industries lost 
their industrial base. Thus, a kind of 
diversification has taken place in terms of 
industrial base for a limited number of 
industries. 


Tablf 4a: Reasons for Closure of Units in Tfrms of Averages 


Reasons/Years 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

Total 

Labour problems 
Dispute amongst 

1 80 

0.86 

2.08 

1 72 

1.79 

1.97 

1.60 

1.83 

2 62 

1.92 

owners 

Raw- material 

3.02 

3.17 

3.86 

466 

4.65 

3.83 

3.55 

2.67 

3.34 

3.42 

problem 

3.55 

4.90 

3 42 

6 55 

4,65 

4 J7 

4.72 

5.33 

4.13 

457 

Finance problem 
Marketing 

37.43 

36.02 

37.00 

29 48 

34.85 

35 16 

33.85 

31 97 

25.72 

32.78 

problem 

15.88 

10.09 

12.93 

13.28 

13.94 

14.71 

15.48 

14.97 

20.43 

15.73 

Natural calamity 
More than one 

3.12 

4.90 

3 71 

2 59 

2.50 

2.52 

2.77 

2.99 

2 42 

2.84 

reasons 

20.38 

25.94 

25.26 

26.03 

24.75 

24.22 

23.56 

1.41 

21.10 

23.21 

Others 

14.82 

14 12 

11.74 

15.69 

12.87 

13.23 

14.47 

16.32 

20.23 

15.54 

Total 

100 00 

100.00 

10000 

100.00 

100.00 

100.00 

8 

8 

100.00 

100.00 

100.00 


Note' Information is collected at the end of the year 
Source ■ SSI survey. 1992. 


Table 3a* Capacity Utilisation Among the Units Producing Reserved and UraunavED Items 


Reserved Items _ r Unreserved Items 


No of 

No of Capacity 

Production Capacity 

No of 

No *f Capacity 

Production Capacity 

Items 

Units (RsLakh) 

(87-88) Utilisatton 
(Rs Lakh) Percentages 

Items 

c 

1 

1 

(87-88) Utilisation 
(RsLakh) Percentage 


20 and 21 Food products 

10 

2055 

19130 

9478 

49.55 

160 

13387 

111562 

60020 

53.80 

22 Beverages, tobacco 

1 

1 

0 

0 

0.00 

22 

<38 

9910 

6097 

61.52 

23 Textile products 

0 

0 

0 

0 

000 

14 

96 

1732 

646 

37.30 

24 Wood and wood products 

0 

0 

0 

0 

0.00 

11 

36 

166 

90 

54.22 

25 lute, hemp and mesta 

0 

0 

0 

0 

0.00 

3 

8 

36 

28 

77.78 

26 Hosiery and garments 

22 

1565 

7751 

4896 

63.17 

54 

312 

1622 

749 

46.18 

27 Wood products 

9 

2974 

14928 

'790 

52 18 

64 

1423 

7854 

4635 

59.01 

28 Paper products and printing 

18 

223 

3011 

2079 

69.05 

64 

2547 

17069 

6587 

38.59 

29 Leather and leather products 

12 

1117 

3008 

2066 

68.68 

27 

471 

1736 

1489 

85.77 

30 Rubber and plastic products 

31 Chemical and chemical 

52 

*494 

6827 

3954 

57.92 

125 

1050 

18435 

9423 t 

51.11 

products 

44 

850 

26675 

8404 

31.51 

262 

1069 

24002 

10352 

43.13 

32 Non-metallic 

21 

295 

2731 

1733 

63.46 

125 

1284 

11130 

6339 

56.95 

33 Basic metals 

3 

10 

1007 

752 

74.68 

194 

663 

38218 

13222 

34.60 

34 Metal products 

77 

2960 

9770 

6156 

63.01 

166 

2328 

13524 

8795 

65.03 

35 Machinery 

20 

38 

416 

250 

60.10 

218 

923 

14506 

8428 

58.10 

36 Electrical machinery 

30 

69 

554 

382 

68.95 

184 

824 

49003 

12783 

26.09 

37 Transport equipment 

30 

77 

550 

330 

60.00 

89 

819 

4866 

3548 

72.91 

38 Miscellaneous, industries 

19 

38 

290 

199 

68.62 

97 

394 

2921 

1708 

58.47 

OT Repair services 

0 

0 

0 

0 

0.00 

62 

817 

2597 

1606 

61.84 

Total 

368 

12766 

96648 

48468 

50.15 

1939 

29038 

330889 

156545 

47.31 


Note: Aggregates do not tally doe to rounding up of figures. 
Source: Same as above. 
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OrganhaHo—1 Structure 


The rest of the analysis uses only the 
second census survey, as the corresponding 
information is not available in the first census. 
The share of the units working under 
proprietorship is 85 per cent Partnership 
firms hold 11.8 per cent of the units. The 
employment per unit in the partnership firms 
is the lowest, that is four persons, whereas 
it was the highest, that is, 34 persons per 
unit in the case of limited companies 
(Table 2a). The per unit employment in the 
case of partnership firms was found to be 
15 persons. Thus, compared to the proprietary 
concerns, the rest of the industrial units are 
comparatively large in terms of employment. 
Out of the total value of fixed assets, 50 per 
cent of the fixed assets are under 
proprietorship concerns and their share in 
value of output is 28.5 per cent. In terms 
of value of output, 36 per cent is contributed 
by the limited companies, and share of 
partnership concerns is 33.27 per cent. The 
picture is the same in the case of values of 
exports also. Thus, it can be inferred that 
the dominance of the proprietorship concerns 
in employment and fixed assets is not 
reflecting in the case of other indicators 
like value of production and exports. The 
unit value of fixed assets is around Rs 1 
lakh for proprietorship concerns, whereas 
the per unit production value is Rs 2 lakh 
and the value of exports is just Rs 5,000. 

As a next attempt we wil I see how different 
types of organisations have performed in 
terms of production and employment across 
the investment m plant and machinery. This 


^w.Sffipercemofthepro^ 
units have an investment of less than Rs 5 
lakh. In terms of output and employment, 
within the proprietary concerns, the units 
with less than Rs 5 lakh are predominant. 
The picture is not very different in the case 
of partnership firms, where 63 per cent of 
the production and 72.5 (&r cent of the 
employment come from the partnership 
concerns with less than Rs 5 lakh of invest¬ 
ment in plant and machinery. In terms of the 


c itiniied companies with less than 


Rs 5 lakh of investment in plant and 
machinery are42per cent, and betweenRs 5 
and 10 lakh it was 18 per cent and the rest 
of the units have an investment of more than 
Rs 10 Jakh. The pattern is similar in the 
aspect of production, whereas, in terms of 
employment, units with investment of more 
than Rs 10 lakh have 58 per cent of 
employment within the limited companies 
(Table 2c). 


Table 5a: Coverage of the units at the district level. 


No of Perecn* 
Districts Units tage to 

(Working) Frame 

Closed 
Units 
(Nos) i 

Perce- Non Trace- Perce- Non-iespo 
ntage able ntage nding 

to Frame Units Units 

Perce¬ 

ntage 

Other Perce- 
units ntage 

Bangalore 











(Urban) 

6051 

60.38 

3343 

33.35 

404 

4.03 

120 

1.2 

105 

1.05 

Belgaum 

2755 

65.59 

673 

20.77 

470 

11.19 

57 

1 36 

44 

1 07 

Bellary 

2027 

69.44 

692 

23.71 

96 

3.29 

0 

0 

104 

3.56 

Bijapur 

1712 

77.5 

390 

17.65 

103 

4.66 

1 

0 05 

3 

0 14 

Bidar 

972 

74.31 

203 

15.52 

104 

7.95 

6 

0 46 

23 

1 76 

Chickmagalur 

1002 

70.71 

308 

21.74 

44 

3.11 

61 

4.3 

2 

0.14 

Chitradurga 

2139 

71.9 

697 

23.43 

118 

3.97 

0 

0 

21 

0.7 

Kodagu 

305 

50.08 

104 

17.08 

101 

16.58 

97 

15 93 

2 

0.33 

Dharwad 

4814 

70.2 

1438 

20.97 

305 

4.45 

108 

1 57 

193 

2.81 

Culbarga 

1419 

68.25 

397 

19.1 

220 

10.58 

6 

0.29 

37 

1 78 

Hassan 

1164 

72.57 

360 

22.44 

0 

0 

56 

3 49 

24 

15 

Uttar Kannada 

795 

71.17 

283 

25.33 

1 

0.1 

23 

206 

15 

1 34 

D Kannada 

3867 

74.05 

1238 

23.71 

0 

0 

80 

1.53 

37 

0.71 

Kolar 

1315 

66.62 

602 

30 5 

4 

0.2 

48 

2.43 

5 

0 25 

Mandya 

955 

69 25 

305 

22.12 

56 

0.06 

10 

0 73 

53 

3.84 

Mysore 

2211 

5892 

1079 

28.76 

260 

6 93 

180 

4.8 

22 

0 58 

Raichur 

1594 

72.42 

476 

21.638 

309 

49 

2.22 

14 



Shimoga 

2928 

73.05 

911 

22.73 

87 

2 17 

22 

0.55 

60 

1 5 

Tumkur 

1803 

69.4 

703 

27.06 

30 

1 15 

28 

1 08 

34 

1.31 

Bangalore(R) 

697 

68.47 

227 

22 3 

33 

3 24 

43 

4 22 

lh 

1 77 

Total 

40525 

68.15 

14429 

24.6 

2745 

421 

995 

1.67 

802 

1 M 


Source : Same as above. 


Table 4b: Reasons for Closi'pe. Industrywide 



Labour 

Problems 

Dispute 

Among 

Owners 

Raw 

Material 

Problem 

Finance 

Marketing 

Natural 

Calamities 

Oti.cn 

All 

Combinations 

Total 

20 and 21 Food products 

I 84 

4 25 

5.49 

30.03 

15.40 

1.80 

15.08 

26.10 

100.00 

22 Beverages, tobacco 

3.07 

3.95 

2.63 

22.37 

30.26 

3.07 

13.60 

21.05 

I0().(X> 

23 Cotton Textiles 

2.78 

8.33 

19.44 

25.00 

8.33 

2.78 

11 II 

22.22 

100 00 

24 Wool, silk and synthetic fibre 

0.00 

0.00 

15.15 

18.18 

3.03 

3.03 

24.24 

36.36 

100 (K) 

25 Jute, hemp and mesta 

0.00 

33.33 

0.00 

0.00 

33.33 

0.00 

0.00 

33.33 

100 00 

26 Hosiery and garments 

1.35 

2.94 

1.84 

31.37 

22.79 

1.47 

18.75 

1949 

100.00 

27 Wood and wood products 

1.40 

2.52 

5.61 

32.62 

13.27 

3.55 

1991 

21.12 

lOOtKt 

28 Paper, paper products 

1.96 

3 92 

1.05 

32.03 

15.29 

3.53 

16.73 

25,49 

100 (» 

29 Leather and leather products 

2.00 

1.50 

2.50 

35.75 

10.75 

4.75 

20.75 

22.00 

100.00 

30 Rubber and plastics 

2.29 

1.96 

11.21 

27.31 

16.43 

2.72 

11.32 

26.77 

100 00 

31 Chemicals and chemical products 

1.27 

2.19 

5.71 

28.28 

17.28 

1.90 

10.65 

32 72 

100.00 

32 Non-mctallic mineral products 

2.40 

5.43 

5.59 

27.00 

21.25 

2.56 

10.70 

25.08 

100(H) 

33 Basic metals 

3.26 

3.91 

4.89 

40.39 

14.01 

0.65 

10.75 

22.15 

100 00 

34 Metal products 

2.48 

2.90 

3.06 

37.72 

12 96 

3.37 

13.49 

24.03 

100(H) 

35 machinery and parts 

2.08 

4.08 

5.24 

37.13 

12 79 

2.85 

15.79 

20.03 

100 (H) 

36 Electrical machinery 

246 

5.54 

4.00 

40.00 

12.00 

3.38 

10.77 

21.85 

100(H) 

37 Transport equipment 

3.85 

4.95 

1.65 

34.62 

11.54 

4.95 

17.58 

20.88 

100 oo 

38 Miscellaneous mfr industries 

2.38 

3.81 

4.29 

28.57 

19.52 

3.81 

13.33 

24.29 

100 (H> 

97 Repairing services 

1.47 

3.42 

1.57 

34.83 

15.95 

4.01 

24.66 

14.09 

100(H) 

99 Servicesnec 

0.00 

0.00 

0.00 

40.00 

20.00 

0.00 

25.00 

15.00 

100.00 

Ollier services 

0.89 

3.58 

2*6 

36.14 

16.64 

4.47 

16.10 

19.32 

|00.(H) 

All industries • 

1.92 

3.41 

4.55 

32.61 

15.66 

2.84 

15.41 

23.61 

100(H) 


jtource: Same as in Tabic 4a. 
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Reservation of a number of items 
exclusively for the manufacture of the small- 
scale sector is one of the promotional - 
protective policy measures of the 
government. Reservation “grants protection 
to small-scale units by preventing fresh 
capacities being created in the large-scale 
sector in the areas which are techno- 
economically highly suitable for being taken 
up in the small-scale sector, the only 
exception being the case of large units which 
undertake minimum level of exports as a per 
cent of the total production". 

The reservation policy was initiated in 
19'>7 with 47 items in the list, has increased 
to 807 items in the year 1978. As on to the 
latest, there are 836 items reserved for the 
exclusive manufacture of the small-scale 
sector. The census brings out the dominant 
role of reservation in the small-scale sector 
in Karnataka. As per the census, out of a 
total number of 2,307 items manufactured 
in the SSI sector in the state, reserved items 
have a share of 23.63 per cent. Not only that, 
it was also found that, out of the 200 leading 
products, 41 items were reserved items 
sharing 32.59 per cent of the total production. 

One of the strong arguments tor the 
protective measures is that it helps the units 
to perform better in terms of production. 
Therefore, it is interesting to know whether 
reservation of items in Karnataka has really 
achieved this. To know whether production 
level has actually increased, one can look 
into the level of capacity utilisation 
[Sandcsara 19931. The nature and effects of 
reservation can he seen from Table la. 

The tabic shows that the capacity utilisation 
was higher for unreserved nuns than for 
reserved items in Karnataka. These results 
arc very different from those at the all-India 
level, where the capacity utilisation for 
reserved items was less than that for the 
unreserved items |Sandesara 1993]. 

IV 

Closure of Units 

According to the census, the closed unit 
is one which has continuously remained 
closed prior to April 1, 1987 and has not 
been working on the day of enumeration 
also. It is also reported in the census that 
in certain cases when the enumerators were 
not in a position to collect information 
regarding the closure from the managers of 
the units, it was obtained from neighbouring 
units. Therefore the resutts have to be looked 
at with caution. 

Coming to the reasons for the closure. 
37 per cent of the units in 1980 arc closed 
due to financial problems. For 20 per cent 
of the units, the reasons were more than 
one mentioned in the list* Finance continues 


of small-scale units. The proportion of 
units dosed due to financier reasons in 
1988 was again 25.7 per cent of the total 
units. There are other main problems like 
marketing, etc, as well. Thus, there has 
been no change in the reasons for the closure 
during the last eight years. However, the 
census has not brought to light other 


particular aspect* of these problems. 
Therefore, we do not have any information 
on which type of marketing problem or 
financial problems led to closures. 
Therefore, primary research has to be 
conducted to identify not only to correct 
these problems but also to ensure less 
closure of units in the state. 

Table 4a explains the reasons for closure 


Table 5b.D ispersal of Units 


Nome of the District 

Total No of 
Units 

Rural 

Units 

Units Located in 

Urban 

Per Cent Units Per Cent 

Bangalore (Urban) 

6051 

- 

- 

6051 

100.00 

Belgaum 

2755 

1002 

36.37 

1753 

63.63 

Bellary 

2027 

625 

30 83 

1402 

69.17 

Bijopur 

1712 

875 

51.11 

837 

48.89 

Bidar 

972 

459 

47.22 

513 

52 78 

Chikmagalur 

1002 

448 

44.71 

554 

55.29 

Chitradurga 

2139 

685 

32 02 

1454 

67.98 

Kodagu 

305 

187 

61.31 

118 

.38.69 

Dliarwad 

4814 

2401 

49.88 

2413 

50.12 

Gulbarga 

1419 

500 

35.24 

919 

64.76 

Hassan 

1164 

394 

33 85 

770 

6615 

II Kannada 

795 

513 

64.53 

282 

35 47 

D Kannada 

3867 

2066 

53,43 

1801 

46.57 

Mandya 

955 

550 

57.59 

405 

42.41 

Kolar 

1315 

424 

32.24 

891 

67.76 

Mysore 

2211 

709 

32 07 

1502 

67.93 

Ruichur 

1594 

745 

46 74 

849 

53.26 

Shiinoga 

2928 

1425 

48.67 

1503 

51.33 

Tumkur 

1803 

833 

46.20 

970 

53.80 

Bangalore (Rural) 

697 

697 

100 00 

- 

- 

Total 

40525 

15538 

38 34 

24987 

61 65 


'Hu e. Report on the Sectmd AU-lndia Census of Small-Scale Industrial Units 


I > »r 5c Employment, Investment in Plant and Machinery. Fixed Investment, and 

Working Capital 


Name of the Dist 

Total 

Units 

Employment 

(No) 

Fixed Capital 
Investment 

Investment 

P and M 
(Onsinal Value) 

Woiting 

Capital 



Total 

Per Unit 

Total 

Per Unit 

Total Per Unit 

Total Per Unit 

Bangalore (Urban) 

14.93 

29.82 

12 

42.89 

468 

44.37 

305 

51 38 

264 

Belgaum 

6 80 

5.45 

5 

4 33 

104 

4 53 

68 

5.25 

59 

Bellary 

5 00 

3.45 

4 

2 86 

93 

1 78 

36 

2.35 

36 

Bijapur 

422 

2 34 

3 

1.84 

71 

1.50 

36 

1.06 

19 

Bidar 

2.40 

1 56 

4 

l 41 

96 

1 43 

61 

1 49 

48 

Chickmagalur 

2 47 

2.27 

6 

1 30 

86 

1.09 

45 

0 99 

31 

Chitradurga 

5.28 

4.01 

5 

4 29 

133 

4.10 

80 

3.15 

46 

Kodagu 

0 75 

0.50 

4 

0 42 

92 

0.28 

38 

007 

7 

Dharwad 

11.88 

9.09 

5 

6.39 

88 

8.12 

70 

6.69 

43 

Gulbarga 

3.50 

2.24 

4 

1.88 

87 

1.61 

47 

1.03 

23 

Hassan 

2 87 

1.93 

4 

1.86 

105 

1 49 

53 

0.47 

13 

U Kannada 

1 96 

2.06 

6 

1.20 

99 

1.16 

61 

0 V5 

37 

D Kannada 

9 54 

14 77 

9 

It 57 

198 

10.90 

* 17 

IV14 

122 

Kolar 

3 24 

2.71 

5 

2.09 

105 

1.72 

54 

0.95 

23 

Mandya 

2 36 

1.31 

3 

1.45 

100 

1.62 

70 

1 10 

36 

Mysore 

5.46 

4.58 

5 

3 81 

114 

3.89 

73 

256 

36 

Raichur 

3.93 

2.42 

4 

1.55 

64 

1.50 

39 

0.99 

19 

Shiinoga 

7 23 

4.49 

4 

4.54 

102 

4.70 

67 

1.58 

17 

Tumkur 

4.45 

3.69 

5 

3.46 

127 

3.63 

84 

2.30 

40 

Bangalore (Rural) 

1.72 

1.31 

5 

0.87 

82 

060 

36 

0.50 

22 

Total 

100 00 

10000 

6 

100.00 

163 

100.00 

103 

100.00 

77 

CV 

70.03 

130 03 

39.65 

180.64 

69.72 

187 79 

79 17 

222.76 117.04 

CV (excluding 
Bangalore urban) 

60.93 

87.16 

27.26 

83.84 

27.14 

90.18 

34.00 

131.99 

67.84 


Note Per unit values ore in Rs *000. 

Source: Calculated from the Report on the Second All-India Census of Small Scale Industrial Uniis 


Economic 4^ PNMkiR WeeUy May 23. 1996 


M-19 



dll® yti$ ' 

groups. These figures are not available on 
a time series basis. The information 
available for the year 1988 shows that 
financial problem is the main reason for 
the closure, next is the combinations of all 
the problems mentioned in the table. 
Coming to the industry wise problems for 
closure, labour problem is not an important 
reason for the closure. Disputes among the 
owners and marketing problems are 
responsible for the closure of jute, hemp 
and mesta units, whereas for rest, finance 
and a combination of the rest of the problems 
is the main reason for the closure. Next in 
importance arc the other problems, which 
have not been discussed in detail in the 
survey. 

V 

District-Level Analysis 

Having discussed the state level picture, 
in this section, a district level analysis is 
attempted. We do not have district-level 
information for the first census. Thus, the 
analysis is restricted only on the observations 
based on the 1987-88 Census. The coverage 
of the units at the district level is given in 
Table 5a. Compared to the frame list, the 
number of units working is 68 per cent for 
the entire state, and this proportion is high 
in districts like Bijapur, Bidar and Dakshina 
Kannada. The lowest proportion was in 
Kodagu. The proportion of closed units is 
higher than the state average in districts like 
Bangalore (urban) (33.3 per cent) Kolar 


(30.5 per cem). aiid 

Tumkur district (27 percent). Nbn-traceable 
units form 4.2 per cent of die whole frame 
list. 

The districtwise dispersal of units is 
explained in Table 5b. For the state as a 
whole, the units located in the rural area are 
38 per cent, whereas the units located in the 
urban area are 61.6 per cent (the units located 
in the metropolitan area. Bangalore urban, 
are 11.86 per cent of the total units in the 
state). In general, Kodagu and Uttara 
Kannada districts can be cited as the districts 
with some rural base in the modem small 
industry. Other than Bangalore urban, 
districts with a predominantly urban base for 
small industry arc Bellary, Chitradurga, 
Kolar, Mysore, Hassan and Gulbarga. Thus 
an urban bias is more in the spread of small- 
scale units in Karnataka. It is therefore, clear 
that the dispersal of the modem small-scale 
industries are no more different from that 
of the large-scale industries. In terms of con¬ 
centration. Bangalore (urban) is one of the 
biggest concentrating points of small-scale 
industries in the state. These observations 
on the small-scale sector at the district-level 
arc not very different from those for large- 
scale industries [Upcndranadh, Vijayabaskar, 
Vinod Vyasulu 1994]. 

The other related district level indicators 
are given in Tables 5c and 5d. The largest 
percentage ol units arc concentrated in 
Bangalore urban district, that is 14.93 per 
cent. Dharwad stands next to Bangalore with 
11.9 per cent of units. In terms of 
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higher position with 29.8 percent of the total 
employment. Next is Dakshina Kannada 
district with an employment share of 14.77 
per cent. Per unit employment is the highest 
in Bangalore (rural) that is, 12 persons, 
against the state average of six persons. 
Districts like Bangalore (rural), Uttara 
Kannada, Bidar, Chikmagalor, Hassan and 
Mandya have a lower proportion of 
industries. 

The uneven distribution of the units and 
the related performance indicators across 
the districts can be brought out by the 
coefficient of variation, which was worked 
out over all the districts ami also worked out 
by excluding the Bangalore urban district. 
The coefficient of variation shows a wide 
difference between the two, indicating the 
difference between Bangalore urban and 
rest of the districts. Coming to the other 
indicators like fixed capital invested and 
investment in plant and machinery Bangalore 
(urban) stands distinctly different compared 
to the other districts. Interestingly, Bangalore 
(rural) scores below the state average. Out 
of the total output, Bangalore (urban) district 
produces 47.06 per cent of the output and 
the capacity utilisation of the district is also 
above the state average of 52.64 per cent. 
Bangalore (rural) district contributes the 
lowest in terms of output. Coming to the 
gross value added. Bangalore (urban) district 
contnbules 69.8 per cent of the total state 
share in the modern small-scale sector, the 
share of the district in terms of net value 


Table 5d: Productive Capital, Capachy Utilisation, Production. Input and Value Added. 


Name of the 
the District 

Productive 

Capital 

Capacity 

Production 

Capacity Input 

Utilisation 

Gross Value 
Added 

Nel Value 
Added 


Total 

Per Unit 

Total 

Per Unit 

Total 

Per Unit 


Total 

Per Unit 

Total 

Per Unit 

Total 

Per Unit 

Bangalore (Urban) 

45.61 

733 

46.32 

3674 

47 06 

1965 

53.48 

32 39 

823 

69 84 




Belgaum 

4 62 

163 

2.50 

436 


296 

67,79 

5.22 

291 

0.13 




Bellary 

2.69 

129 

1.72 

408 


305 

74 67 

401 

304 

0 04 




Bijapur 

1.59 

90 

1.17 

329 

1.33 

196 

59 73 

1.70 

153 

0.75 

43 

0.71 

39 

Bidar 

1 44 

144 

1.40 

694 

1.21 

314 

45.33 

1 63 

257 

0.56 

57 

0.52 

51 

Chickmagalur 

1 20 

117 

0.96 

459 

0.76 

191 

41 53 

0 86 

132 

0.60 

59 

0 58 

55 

Chitradurga 

3.93 

178 

4.02 

901 

3 50 

414 

45.9 

4.25 

306 

2 33 

108 

2.25 

100 

Kodagu 

0 31 

99 

0.26 

408 

0.29 

241 

59 1 

0.35 

179 

0.19 

62 

0.18 

58 

Dharwad 

6.48 

131 

BOO 

798 

7.16 

376 

47.09 

11.37 

363 

0 61 

13 

0.28 

5 

Gulbarga 

1.61 

110 

0 82 

276 

0.90 

160 

58.05 

1 04 

113 

0.68 

48 

0.63 

42 

Hassan 

1.41 

118 

4.55 

1877 

4.34 

943 

50.22 

6.41 

846 

1.13 

96 

1.10 

90 

U Kannada 

1.12 

137 

0.79 

475 

0.82 

260 

54.72 

0.97 

188 

0.58 

72 

0.55 

66 

D Kannada 

1271 

320 

13.62 

1690 

13 10 

856 

50.64 

12.09 

481 

14.69 

377 

14.80 

365 

Kolar 

1.72 

127 

0.86 

313 

1.06 

204 

65.22 

1.16 

136 

0.91 

69 

0.87 

63 

Mandya 

1 34 

136 

0 99 

496 

091 

241 

48.6 

1.26 

202 

0.38 

39 

0 26 

25 

Mysore 

3.41 

150 

3 36 

729 

3 09 

353 

48.46 

3.95 

274 

1.76 

79 

1.66 

71 

ftaichur 

1 39 

84 

2 67 

804 

2.22 

352 

43.75 

3.27 

316 

0 57 

36 

0.52 

31 

Shimoga 

3.59 

119 

3 57 

584 

3 64 

314 

53 77 

4.75 

249 

1.91 

65 

L84 

60 

Tumkur 

3.08 

166 

2.02 

537 

2.42 

339 

63.12 

2.81 

240 

1.81 

100 

1.76 

93 

.Bangalore (Rural) 

0.75 

105 

0.42 

289 

0.52 

189 

65.37 

0 52 

114 

0 53 

76 

0.52 

72 

Total 

100.00 

240 

1 (K).OO 

1185 

100.00 

624 

52,64 

100.00 

379 

100.00 

245 

100.00 

235 

cv 

CV (excluding 

193 96 

82.43 

199 14 

96 17 

201.30 

95.17 . 

16.07 

141.08 

67.06 

303.78 

192.25 

308.73 

199 67 

Bangalore urban) 

% 53 

35 79 

110.87 

64.85 

105 44 

58,97 

16.46 

92.44 

60.56 

198.53 

104.17 

207.72 

111.11 


fiiwrci 1 . Same as in Table 5c. 
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stands far ahead of the rest of the districts 
in Karnataka. The analysis shows the 
existence of an industrial subsystem' in the 
Bangalore (urban) district of the state. The 
concentration of industries in this district 
started at the beginning of this century, and 
the spurt in growth was observed from 
1959, and particularly from 1965 on¬ 
wards (Vinod Vyasulu 1985]. Thereafter, 
electronic industry has also concentrated and 
rapidly grown in this district, and it continues 
to be one of the largest industry in the 
district. 1 However, neither census said 
anything about the electronic industry in this 
district. 


VI 

Conclusion 

The above analysts indicates that, the 
modern small-scale sector m Karnataka has 
fared well in terms of the basic performance 
indicators. However, the analysis indicates 
that the shift has taken place only in a few 
industries. The performance of the 
proprietary concerns on the output and export 
front is not very good compared to their 
relative shares. 

Industries are in general concentrated in 
urban areas. Not only that. Bangalore is the 
main concentration point of the Karnataka 
industries. The pattern is almost the same 
as that for large-scale industries. This 
indicates the need for some policies 
which will be helpful in the diversification 
of the small-scale sector to other districts 
of the state. Therefore, attempts have to be 
made to diversify the infrastructure, so 
that, industries can flourish in other dis¬ 
tricts also. 


Notes 

|The author gratefully acknowledges Vinod 
Vyasulu and B P Vani for the suggestions and 
comments given to the earlier version of this 
paper The author alone is responsible for any 
errors. 1 

1 In this direction, the analysis of relative 
production efficiency of the small-scale 
sector over the large-scale sector for the year 
1987-88 was analysed by B P Vani (1994). 
The results show that the small-scale sector 
is technically inefficient both in terms of labour 
as well as capital productivity. 

2 The concept was used (Subrahmonion ants 
Mohanan Pillai 1994] to find out the shift in 
the industrial base in their study on Kerala. 
Location quotient is defined as: 

*-Q * (X/X) / <X/X N ) 

Where, UQ= location quotient 

X = relevant growth variable 
i o ith industry 
j - jth region 
N a national total. 

3 As shown in the industrial directory of the 
state, 1977. and 1985. Also see Vyasulu (1985). 
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Co-opting Culture 

Managerialism in Age of Consumer Capitalism 

ARVaravi 

Culture and cultural variations have recently become key issues in business management This retognition of 
culture has become imperative as global transnational capitalism penetrates and seeks legitimacy in areas of vast 
cultural diversity But hu s me s s management \ gaze at t ulture h til be predominantly in term s of seeing c ultural diversity 
as market opportunity and in integrating cultural sensitivity in order to diffuse hostility to capitalism In co opting 
culture business management will negate the capacity of culture to mobilise sentiments against the discontents of 
capitalism 


OF recent business management has 
encountered culture Culture as a variable 
and culture as a concern are being integrated 
into business management s organisation, 
strategics and decision making For a 
discipline and its practice which have long 
ignored and discounted the role of culture 
this is a milestone Several factors account 
for this shill in perspective But business 
management s ga/e at cultures will be 
particular to the interests and changing 
characteristics ot capitalism In noting 
business management s recent interest in 
cultures it is pertinent to understand the 
reasons for the long term oversight ot culture 
the recent trends whic h have necessitated the 
recognition of cultuie as a lactor in 
constituting business practices and the 
implications ot such integration tor the 
general definition and constitution ot 
international cultures 
A critical review of business management 
will indie ate the extent to which management 
ideas and practices represent and are embed 
ded within western culture Developing in 
an era of rapid industrialisation business 
management drew on neoclassical econo 
mits operations research statistical analyses 
and organisational behaviour tor defining its 
disciplinary characteristics In addition the 
principles ol rationalisation optimisation 
and predictability which toimed the key 
elements ot business management further 
negated the consideration ot any cultural 
factors in constituting business practices 
The impact of Fordism and Taylorism with 
their emphases on systematisation 
specialisation and scientific management 
enhanced business management s locus on 
issues of decision making quantitative 
analysis and a systemic perspective ot 
complex organisations (Harbison and Myers 
1959, Simon 1964 Jeltnek 1980] The goals 
ot these perspectives and the training that 
emanated from them were to enable business 
managers to c» ’age in the maximisation ot 
time, space resources and labour in order 
10 increase production and enhance capital 


accumulation Such an orientation meant 
the discounting of the role ot culture in 
general and that of non-western cultures in 
particulai 

A primary reason for business mana 
gement s oversight ot non-western cultures 
and ot culture as a lactor in the conduct ot 
business may lie in the carlY theoretical and 
popular constructions ot capitalism The 
seminal and influential essays by Max Weber 
pi omoted a v lew that the growth ot capitali sm 
in the west was linked to the specific ethos 
- the protestant ethic that was particular 
only to the west Weber s perspective led 
to the tornnlion ot an established and 
dominant view that only western culture 
was capable ot generating a capitalist 
economy and society Such a perspective 
gamed strength through further studies As 
W W Rostow argued any nation s efforts 
in the stages of economic growth which 
were ultimately to led to capitalism were 
possible only if the nation developed and 
exhibited some social and cultural 
characteristics that were similar to those 
found in the industrialised capitalist west 
[Rostow 1956] Some ot these traits were 
to be the development of a work ethic a 
competitive spirit a more inner-worldly and 
non sotenological religious attitude and 
small family norms The aim of much of the 
post 1950s development aid to the 
"underdeveloped countries was to initiate 
and sustain such western cultural ethos which 
would then enable and ensure the ‘take-ott 
to the capitalist stage ot development 

The growth of business management, since 
the 1950s integrated such views into its 
predominantly positivistic framework 
Further such a positmsitic, operation 
research based model in which the roles ot 
culture as a factor and cultures in their 
paiticularitics were discounted was 
promoted as a relevant strategy and paradigm 
lor all countries 

But the 1990s have been witness to a 
growing recognition of culture* m business 
management theory and practice lust as 


the reasons for business management s 
negligence and oversight ol culture can be 
linked to the prominence ot western 
capitalism business management s 
recognition of non western cultures can be 
linked to the growth and changes m the 
characteristics ot capitalism itself 

Mu IIP! I Capii \1 ISMS 

The emergence >1 Japan - a country once 
associated with being all thai was non western 
and anti western - as a global capitalist 
power accounts tor the early but gradual 
recognition ot the role ol cultures in 
engendering capitalism Japan s capitalist 
development was explained first as an 
anomaly and later as embodying practic il 
and alternative tips in organising tor business 
Much attention was paid to Japan s cultural 
and social institutions ot the patriarchal 
family its norms of loyalty obedience and 
perseverance - all ot which were considered 
to be central to the development ot a novel 
form ot capitalism hot the first time there 
was recognition ot the ability and capability 
of a non western culture to be able to generate 
and sustain capitalism 

Linked to the recognition of Japan s 
cultural fabric and its role in sustaining 
economic success are recent studies which 
recognise the role and contributions ol other 
cultures in developing variantsof c apitaltsm 
Studies such as those by Hofstede stress the 
role of culture as part of the 'mental 
programmes ot people which in turn impact 
on organisations and organisational 
behaviour (Hatstcde 1980] And Petri s 
report tor the World Bank notes the extent 
to which the miracle economics ot south 
east Asia were made possible not only by 
sound and pragmatic economic policies but 
also by "i onduuve cultural traits which arc 
embedded in Contuuan ti adit ions but are 
adapted to the needs of an industrial society 
fPetn 1995| 

In addition to the enforced recognition ot 
the positive role of non-western cultures in 


M-22 


Economic and Political Weekly May 25, 1996 



' 'oTMinim^vSesimfK f<MTOC^im«j>r«Kwrial 


crisis Han also become an issue concerning 
business houses and business management. 
The Iranian revolution of 1979 in which 
resistance to capitalism was based largely 
on the recognition of it being ‘foreign* and 
'satanic* compelled the first recognition of 
the cultural threat to undisguised western 
capitalism. As studies continue to note, the 
development of what is referred to as 
'vernacular mobilisation* - the organisation 
of groups and movements to critique and 
counter the spread of a hegemonic, western 
capitalism and its associated culture - is seen 
as a potential and real threat to the presence 
of international business [Smith 1990]. 
Business management has then had to 
reckon with culture as a corpus ot values, 
meanings and sensibilities forcing it to 
take cognisance of the variations of cultures. 
Emanating from this recognition ot cultural 
variations, strategics to integrate a sensitivity 
to other cultures within its practices and 
disguise itself by appropriating culturally- 
acceptable representations have become 
the concerns of international business 
management. 

But the recent recognition and integration 
ot culture(s) into business management’s 
strategies and concerns also reflect the 
changing characteristics of capitalism and 
ot capitalism’s ability to adapt to varying 
ground realities. Just as capitalism is no 
longer a purely western enterprise and several 
‘Asian Tigers’ have entered the global 
capitalist arena, the characteristics of 
capitalism have also become amenable to 
fast and varied changes. As a recent issue 
of the Business Week , celebrating the 
assumed death of communism, summarised 
in its article on 21st century capitalism, 
“capitalism will probably surprise us 
with its inventiveness. It has proven its 
resilience over the competing system of 
fascism and communism and transformed 
itself to accommodate dozens of cultures 
worldwide** (Business Week . December 12. 
1994). 

The assertion that capitalism accom¬ 
modates dozens of cultures* also aligns with 
the recognition accorded to variants of 
capitalism. A range of capitalisms such as 
consumer capitalism (as in the IJS. UK. 
Canada, and Australia), producer capitalism 
(as in Germany. France. Japan, Mexico), 
family capitalism, in which large kin groups 
and clans dominate business flows (as in 
Taiwan, Malaysia,Thailand, and Indonesia), 
and frontier capitalism (as in China and 
Russia) are identified as varieties of 
capitalism which will be the main players 
in the 21 st century (Business Week , December 
12,1994). Such a recognition of the varieties 
of capitalism, from earlier entrenched views 


activities as aberrant forms of capitalism, is 
itself a sign of the extent to which definitions 
of capitalism are now no longer culture- 
bound. 

The recognition of a range of capitalisms 
and their attendant socio-cultural milieu 
has been a direct outcome of the process 
and structuring of capitalism's global 
intervention and presence. Capitalism's 
restructuring in this late 20th century, global 
context has included the reorganisation of 
production activities, the separation of 
finance from industrial capital, the growth 
of a range of labour forces, the development 
of a new international division of labour, 
and a pervasive integration of international 
markets in which large numbers of people 
are participants |Drucker 1993; Lash and 
Urry 1987; Offe 1985). Yet, global 
capitalism has had to, perforce, build on 
the “culturahty ot material conditions and 
the materiality of cultural conditions” 
[Robertson 1992]. 

While a well known example of the 
integration of existing cultural factors into 
capitalist production is provided in the 
case of the employment of Asian women 
workers - seen as docile, hard-working and 
reliable - in multinational electronics 
factories of south-east Asia [Nash and 
Fcrnandez-Kelly 1983), several new trends 
indicate the incorporation of other non- 
western principles and practices into 
international business management. An 
example of this is the Japanese stress on 
business organisations to be dochakuka\ 
a precept which emphasises the need for 
management to pay attention to local 
patterns while acting within the framework 
of global transactions [Robertson 1992] 
'Gloealismg' or dochakuka has also meant 
the understanding of local conditions and 
inducting them into larger organisations 
and production decisions and factors, 
spreading ol central principles to focal 
areas, and maintaining a local colour 

A more recent development relating the 
incorporation ot local cultural idioms to 
corporate management practices is reported 
from South Africa. Promoting the term 
ubuntu , which in Zhosa and Zulu languages 
means humanity ’, corporate houses in post- 
aparthcid South Africa seek to integrate 
Africans and Europeans in business 
organisations. Reporting on the use of the 
idiom. The Economist quotes a professor 
ol business management who notes, “if the 
social andora! vitality r f black South Africans 
can be married to northern rationalism, in 
a high performance (Jhuntu % a powerful new 
^ay to do business could emerge” (The 
Economist , March 18-24, 1995). Here, a 
cultural idiom is .sought to diffuse possible 


racial andclasstensions, promoting 
adherence to business goals. Similarly, in 
India, a number of new management 
development agencies and persons draw on 
Hindu classical ideas and doctrines to train 
both management personnel and workers. 
While managers are taught ideas such as 
that of shresta dharma to extol) the virtues 
of judicious management, factory workers 
arc introduced to notions of tat tvam asi 
(thou art that) and to vishwakarma puja 
(worship of instruments/machines) so that 
workers relate well to equipment ai;! 
increase production ( Outlook , November ■' 
15, 1995). 

In addition to integrating culture in its 
production strategies, international business 
management is now seeking to integrate and , 
understand other, especially non-western, 
cultures into its organisational structures. 
The recruitment of local personnel in 
multinational corporations. the need to team 
other languages, the recent stress on 
exposing MBA students to other cultures 
arc cases in point. As the Business Week 
article on 21st century management goes * 
on to detail, international business manage¬ 
ment will draw on western accounting 
practices. Japanese style of work-team units, 
and co-ordinate international decision- ‘ 
making and activities through information 
technologies. 

The international attention to cultural : 
variations and the according ot legitimacy : 
to culture as a contributing variable to . 
capitalism have in turn encouraged business 
management academics to address issues of 
culture. In a recent book on 'Understanding ■* 
Cultural Diversity in Business', Fons 
Trompcmaar.s calls on business professionals ; 
not to continue to treat “culture as a side 
dish” (p 16) and then goes on to provide a 
simplistic version of international cuiara! j 
types that resembles Parson’s typology of ! 
sexual actions [Trompcmaars 1993). ] 

Other scholars and authors of management j 
best-sellers postulate the contributions of? 
even ancient religious values to contemporary! 
management practices. Popular books; 
expound the relevance ot Confucian, Taoist, < 
and Zen principles to improving management I 
strategies. In India, a recent book speaks] 
of the contributions of Vedic insights toj 
management while some management gurus 
offer Hindu principles an<! idioms with which 
personnel relations, productivity and 
administration can be better conducted it. 
the newly liberalised'Indian economy 
[Chakraborty 1994). Offerings of such 
scholarship and expertise tic in with the 
recent growth not only of the business sccioi 
in India but also with the nascent but 
omnipresent inclinations among some 
quarters to . idu fundamentalism. 

M-£ 
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But the most significant alteration in the 
perspective of business management, which 
* has enforced it to take culture into account, 
has been the increasing importance of 
consumerism as a central activity and 
; outcome of capitalist production. As an 
offshoot of the trend in which marketing 
'■ rather than manufacturing has become the 
central source of profit for business 
management, consumerism has provided the 
raison d'etre for cultures to be recognised, 
celebrated and created. Culture is then seen 
as a source for capitalist activities, the very 
plurality of which can be integrated in 
multiple ways in either production (as in 
employment of a certain ethnic group or 
women for particular types of work), 
marketing (as in the integration of local 
cultural preferences), or organisational 
activities (as in the recruitment of local 
personnel). 

Under these conditions, when culture has 
■ been incorporated as a capital itself, the new 
business managerialism, reflecting the 
‘inventiveness, resilience and adaptability' 
(Business Week , December 1994) of recent 


cep^fsm witt addiess; assess! tatdgriftte, 
and create a range of cultures. But business 
management’s gaze at cultures will be 
predominantly in terms of: (a) discerning 
particular cultural specificities in order to 
incorporate these specificities into production 
and marketing patterns and goals: 

(b) studying culture in a vivisect ionist view, 
in which only a section of a cultural corpus 
or a singular dimension of a particular culture 
will be studied and represented; and 

(c) attempting to integrate itself into the 
cultural consciousness of people and align 
itself with national public and cultural 
activities. 

Business management's attention to 
cultural diversity will be linked to the four 
most important sources of global 
consumerism. These consumer-linked 
cultural preferences will be thu*e that relate 
to the choice of durable and non-durable 
consumer goods, eating habits, travel, and 
other lifestyle patterns such as dressing 
and living styles. As Bauman notes, “the 
market seems to thrive on cultural diversity; 
there is hardly a cultural idiosyncracy the 
market cannot take in its stride and make 
into another tributary of its power" [Bauman 
1992]. Recent advertisements in Indiaexhibit 


tbe extent to which bwiiiin 
especially marketing strategies, has 
assessed culture. Building on existing 
norms and values and integrating these 
with new trends or popular preferences, 
advertisements have successfully 'niched 
and pitched* goods at particular target 
groups. 

Business management’s vivisectionist 
view of culture can be observed in its 
selective representation and reproduction 
of the middle class culture of most nations. 
The middle class, especially the urban 
middle classes, and their preferences are 
observed and recreated through advertise¬ 
ments and other marketing strategies. In 
representing the preferences and incli¬ 
nations of a certain class culture, business 
management will in turn promote the ideas, 
values, and identities of this particular 
culture to a wider audience. Such a trend 
explains why the May 1994 issues of both 
Forbes and Fortune magazines had middle 
class Indian fumilies on their covers and 
as the lead articles went on to detail, the 
changing lifestyles of the middle class 
provide excellent grounds for business 
enteiprises to cash on. Just as sociology 
and psychology were integrate^ into 
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forthkt diajpastfc 
and manipulative capabilities respectively 
[Bauman 1992; Nandy 1995], so also will 
studies of culture (and not anthropology 
per Me) be incorporated as tools with which 
the pulse of people's choices, preferences, 
norms and values can be discerned. 

In addition to integrating culturally 
sensitive practices, business management 
seeks to address and alleviate culture-based 
criticisms. A case in hand is that of .the 
recent study sponsored by MTV in India, 
and conducted by the Marketing Analysis 
and Research Group (MARG) of Mumbai. 
The study concluded that the impact of 
MTV on the adolescent groups was not as 
negative as popular opinions considered them 
to he. The youth who were interviewed 
reportedly indicated their adherence to 
‘Indian and family' norms, despite watching 
MTV. Conclusion? MTV did not have a 
negative influence, and hence was not a 
threat to Indian cultural values and norms 
of family life. The incorporation of local 
cultural preferences into advertising and 
marketing and the concern with cultural 
compatibility is a deliberate strategy which 
seeks not only to capitalise on culture but 
also to develop ‘cultural defences' which 
ensure the non-rejection of goods on the 
basis of real or perceived threats to cultural 
norms {Sinehair 1987]. 

Corporate sponsorship ol cultural events 
acts as another way to diffuse any sense of 
non-obligation and disinterestedness that an 
international corporate house may exude. 
Coca-Cola’s recent sponsorship of the 
reopening of the National Theatre in 
Vietnam, Dupont's sponsorship of the 
Green File column in newspapers, and the 
sponsorship of the telecasting of national 
festivals and sports are examples of such 
co-optation. 

But the recognition accorded to culture by 
business management calls lor a scrutiny of 
the implications of such recognition and 
integration of cultureis) in business 
management's strategies and orientation. 
Other observers of the cultural impact ol 
globalised capitalism have indicated the 
potential for such articulation to lead to the 
homogenisation and hegemonisation of 
cultures. Yet, ascapitalism articulates in and 
among a variety of international cultures, the 
very heterogeneity of these cultures will be 
the basis of its presence and growth. Far 
from seeking to erase such heterogeneity, 
as the modernisation phase of capitalism 
sought to do, contemporary capitalism will 
co-opt culture!s) for its own agenda. 
Hegemonisation will not be the erasure of 
existing forms of cultures but the rctentum 
of local varieties in novel and reconstituted 
forms. 


. : v 'Cyiim 'tMi,‘'it Bines, been the medium 
and source for expressions of dissent against 
the discontents of capitalism. But in the 
late 20th century, at a time of multiple 
forms of capitalism, and in the reign of 
consumer capitalism, capitalism has been 
able to invade and gain acceptance in the 
most sensiti ve and central domain of several 
societies; that is. tn culture itself. As 
exemplified in the use of the terms ubuntu 
in Southern Africa and that of tat tvam asi 
in India, co-opting culture or cultural idioms 
in manager-worker and employer-employee 
relations helps diffuse class differences 
and tensions. Trends and practices such 
as this may be particularly valid since, “of 
all institutional domains, the cultural 
institutions are the most vulnerable to the 
logic of counter-revolution. They are the 
fust to be destroyed and the last to be 
reconstructed under the auspices of 
peripheral development" [Corradi 1972). 
Seeking legitimacy, acceptance, and 
dependenc e through culture-coded forms the 
organised and unorganised agencies of 
capitalism may be our new 'legislators and 
interpreters’ [Bauman 1992]. If the 19th 
century definition of culture was drawn 
predominantly from the colonial experience 
and that ol the 20lh century in terms ol 
cultural variations, then perhaps the 
definitions of culture in the 21st century 
will be influenced by the role of business 
management in an age of transnational 
multicultural capitalism. 

Burnham, writing in the late 1940s. 
considered the then just-developing practice 
and organisation of business management 
to lead to a ‘managerial revolution' which 
was to be an alternative to owner-capitalism 
and communism [Burnham 1962]. Most 
scholars have never considered Burnham's 
thesis senously. But, given current 
conditions in which several transnational 
corporate houses arc more powerful than 
many nation states: where the ‘language of 
the market' has gained predominance 
| Madsen 19931; where business manage¬ 
ment education has become the single- 
most popular option lor many students: 
and where capitalism has finally built itself 
over a range ol varied social structures and 
cultures, it may he time to consider the 
cultural implications of this post-Fordist, 
liberalised. la:e 20th century “managerial 
revolution" which ..as come of age. 
Recognising and co-opting culture(s) 
capitalism may. via the culture-based 
strategies of business management, diffuse 
class consciousness, forestall the develop¬ 
ment of culture-based movements against 
Capitalism and promote variants of 
emergent itiliures in different nation-states 
and regions. 


(A revisedversion ofatalfc delivered to mmS , :i 
students at the Indian Institute of Management. 
Ahmedabad, India. Thanks are due to M N 
Srinivas who first urged me to see management 
as another sociological field.] 
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R^jendra H Aneja 


The Indian market is undergoing a significant metamorphosis 'due to the opening of the economy , Consumption 
of goods is now perceived as a prime mover of economic \growth and the demand for new consumer products is 
not confined to the cities and large towns . The improved reach of the media , which affords new opportunities for 
: advertising products , is also fuelling the demand for consumer products. Tapping this scattered potential market 
v will be the critical challenge for most corporations in the coming ; ears. 


INDIA is one of the world’s largest markets, 
with a population of 925 million. 1'he 
'population is growing at about 2 per cent 
per annum and is expected to cross a billion 
by the year 2005. India ranks as the 16th 
biggest economy in the world. The GDP is 
currently US $ 272 billion and lias been 
i growing at 5.2 per cent per annum between 
i 1985-92. The rate of inflation has been 
I contained between 9 and 11 per cent during 
5 the last five years. 

\ Industrial production which was growing 
| at 3.5 per cent per annum between 1951 and 
11981 grew by 5.6 percent per annum during 
| the decade 1981 to 1991. Between the years 
$1951 and 1991, the sectoral contribution of 
^industry increased from 15 per cent to 30 
' per cent. The contribution of agriculture 
| declined from 60 to 29 per cent during the 
i^same period. Significantly, the contribution 
|.of the services sector grew from 25 per cent 
^in 1951 to 41 per cent in 1991. There has 
^been a significant sectoral shift from 
^agriculture t »industry and services. As The 
i Economist stated, “By some measures, India 
^is an economic giant: it is one of the world’s 
.dozen biggest industrialised economies; and 
^its technological capability runs from off¬ 
shore drilling to satellite-launching.” 

\ 

V Impaci of Liberalisation 


After Independence in 1947. India 
followed the policy of planned growth, with 
goal of building a socialistic pattern of 
^society. This led to a regulated economy 
^With intense government intervention in 
industrial development. The areas of 
nvestment for the public and the private 
ors were clearly demarcated. The public 
rtor was scheduled to play a dominant role 
|tt the Core sectors like power, steel, mining, 
. The Industrial Development Act, 1956, 
\ used to regulate investment in various 
of the economy. 

JVFrom 1950 to 1980, the growth of the 
rivate sector was inhibited by policies, 
station and regulations, designed to curb 
5 expansion of the private sector in many 
. The restrictions were more stringent 
foreign corporations. The Foreign 
Change Regulation Act, 1973, was 


introduced to regulate foreign equity 
participation in corporations, depending on 
the level of turnover in the core sector of 
the economy, sophisticated technology and 
exports. 

However, the philosophy of a ’mixed 
economv* did not yield me requisite growth 
levels. The number o! people, living below 
the poverty line, in India, continued to be 
around 40 per cent of the population. The 
country became self-sufficient in foodgrains, 
but, the per capita income levels did not 
augment significantly. The per capita income 
in India in 1996 is around $ 300. The GDP 
per head in purchasing power parity is only 
5 (USA 100). Developing countries in Latin 
America, like Brazil and Venezuela, have 
per capita income levels upwards of $ 2700. 

The 1980s saw some loosening of controls 
on the economy, under prime minister Rajiv 
Gandhi. In the 1990s, the economy was 
progressively deregulated. The key aspects 
of the liberalisation programme are: 

(a) Deliccnsing of a number of industries, 
so that no government clearance is required 
for setting up a new industry. 

(b) Liberalisation of foreign investment in 
terms of the areas foreign corporations can 
operate in and flexibility in the level ol 
foreign equity. 

(c) A radical reduction in the number ol 
clearances required for setting up a new 
industrial undertaking. 

India is now perceived as a major 
investment opportunity by many potential 
investors. The country sees foreign 
investment and echnology as critical- for 
accelerated economic development. The 
number of foreign corporations entering India 
for business is on the increase. Liberalisation 
has also resulted in fierce competition in a 
number of products groups, leading to an 
underscoring of the marketing and sales 
functions. The evolution, growth and 
expansion ol the Indian market is challenging 
the imagination and prowess of sales and 
marketing professionals. 

Marketing Trends 

The Indian market is undergoing a 
significant metamorphosisdue to the opening 
of the economy. 


Products : The change in the living style 
and consumption pattern of the Indian 
consumer can best be described as ’Socialism 
is out and Sony-ism is in*! The consumer 
is spending less money on basics like food, 
clothing, rent, power, etc He is spending 
more on consumer goods, transport and 
communications. There is a distinct trend on 
spending more money on products which 
were earlier considered luxury items, c g, 
air-conditioners, cars, refrigerators, etc (see 
table). The markets tor premium products 
arc growing and discerning consumers will 
seek more service from manufacturers and 
retailers. 

Consumption of goods is now perceived 
as a prime mover of economic growth. The 
consumer is becoming more quality 
conscious and seeks products which actually 
deliver die promise. He is also willing to pay 
higher prices tor luxuries. The housewife is 
demanding a wider range of consumer 
products, which simplify daily chores and 
leave time tor leisure activities. The sales 
of lime and effort saving devices like washing 
machines, electric strives, cooking ranges, 
etc. are increasing. Consumers are also 
learning to enjoy their leisure. Increasingly 
they go tor holidays abroad, and spend their 
week-ends playing golf or hiking. The ’bold 
and the beautiful’ outlook is replacing the 
philosophy of the ‘old and the dutiful*. 

Positioning : The demand for new 
consumer products is not confined only lo 
the cities and large towns. The fancy for a 
better lifestyle has percolated down to small 
towns with a population as low as 50,000. 
Considering that India has about 3,700towns 
and cities, and over 6,30,0(K) villages, there 
is a silent revolution taking place throughout 
the country. The positioning of a new product, 
and defining the target segment, have become 
crucial decisions, since a product is supposed 
to appeal to a large and scattered market. 

Media-Reach : The improved reach of the 
media, which affords opportunities for 
advertising products, is also fuelling the 
demand for consumer products. The literacy 
level at about 52 per cent, continues to be 
low, as compared to developed societies. 
However, radio covers 62 per cent of the 
urban and 40 per cent of the rural population. 
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last decade has been television. Television 
has percolated to villages with a population 
as low as 1.000. Television now covers 80 
per cent of the urban and 35 per cent of the 
rural population. By the year2000. television 
will cover around 90-95 per cent of the urban 
market and60-65 percent of the rural market. 
Television is heightening individual 
awareness of political, social and marketing 
developments in the world. 

The state-run channels are increasingly 
being overshadowed by international 
channels like CNN. BBC. Star, etc. The net 
result, in marketingterm. is greater exposure 
to foreign lifestyles and brands. An increasing 
number of consumers now emulate the 
lifestyles of the people in Europe/USA and 
want to use the best foreign brands. The 
expansion of television has provided 
marketers with a unique opportunity, for the 
first time, of building mega global brands, 
cutting across national frontiers. 

Income Distribution : Whilst the per capita 
income hovers around a modest $ 300, the 
distribution of income is very sharply skewed. 
India has one of the world’s largest middle 
class segments, with a population of around 
250 million. However, about 30 per cent of 
the rural population lives below the poverty 
line. Though incomes arc sharply skewed, 
the marketing reality is that all these segments 
provide vast markets. The middle class seek 
to upgrade their lives with better homes, 
electrical appliances, perfumes and fashion 
accessories. The lower income categories 
are increasing their useof toiletries, packaged 
foods, readymade apparel, etc. 

Pricing. Due to the relatively low 
purchasing power, pricing is a crucial element 
in the marketing mix. It has a determining 
impact on the size of the market segment. 
Consumers are very discriminating in 
deciding how much ‘extra* they will pay for 
‘additional* features in a product. 

Vaxt Marker. In developing and scattered 
markets like India and China, where media 
reach is weak, it is not enough to have a wcll- 
positioned product. It is vital to ensure 
availability and visibility, to get a strong 
competitive edge. Thus, the distribution of 
products to shops and their regular servicing 
is very crucial. Merely having well-defined 
strategies and product-positioning statements 
will not deliver volumes. In a remote village 
with a population of 500, where there is no 
TV or radio, a brand will yet sell, if the 
manufacturer can service the three 
shopkeepers in the village, on a weekly or 
fortnightly basis. 

Tapping this scattered, potential market, 
is an arduous task, due to the large size of 
the country and the fragmented trade. India 
comprises of a land mass of 3,287,590 sq 


Vllometfts, pf which 60 per cent te 
agricultural area. The country consists of 
3,700 cities and towns and about 6,30,000 
villages. A village normally has a population 
of less than 5,000. Only 27 per cent of the 
population lives in the urban areas. About 
300 towns have a population of over 
1,00,000. They account for about 40 to 50 
percent of the sales of all consume products. 

There is no trade concentration. The vast 
population of 950 million is serviced by 3.3 
million shops. Most of the shops are small, 
say about 200 to 500 square feet. In the urban 
areas there are 1.1 million shops, and the 
balance 2.2 million shops are in the villages. 
Managing the supply-chain will thus become 
a crucial function in the coming decade. 
Supermarkets have started making their 
presence felt in large cities like Bombay, 
Delhi and Madras, during the last 5-8 years. 
Their contribution to the volume throughput, 
at this time, is negligible. 

Trade Structure and Distribution 
Channels 

The critical challenge for most 
corporations is therefore how to distribute 
the products to scattered consumers. Most 
corporations tend to rely on a mix of 
distribution channels like exclusive 
distributors, distribution houses, wholesalers 
and retailers to ensure the availability of 
their product*, id consumers in urban and 
rural India. 

New entrants either build their own 
distribution channels from the production 
centres to the consumers, or tie up with 
existing manufacturers of similar products, 
to maximise reach. For instance. Pepsi has 
built its exclusive dealer infrastructure to 
distribute soft drinks. However. Coke lied 
up with an existing local manufacturer to gel 
a distribution apparatus expeditiously. 
Building one's own exclusive distribution 
network is time-consuming. But, in the long 
run, it is certainly provident to have dedicated 
channels. 

Distribution Houses : About three decades 
ago. there were distribution houses which 
specialised in disseminating products to 
retail outlets. The disadvantage of using 
distribution houses is that they sell hundreds 
of products, some unrelated, and some even 
of a competing nature. The result is that it 
is difficult to ensure selling and distribution 
focus for any one product. Thus, corporations 
are increasingly desisting from using 
distribution houses. Only the professionally 
managed organisations yel survive. 

Exclusive Networks: Most corporations 
rely on a chain of exclusive distributors, 
wholesalers, semi-wholesalers and retailers, 
to service consumers with their products. 


*ftie manufactured goods' Kiorcd ih | 
warehouses, scattered across the country 1 
From the warehouses, goods are transported ; 
to dedicated distributors. The distributors: 
service the retail trade at regular weekly or I 
fortnightly intervals, depending on the type 
of products. However crude this chain of' 
distribution may appear, it is one of the most > 
efficient net works to distribute a wide variety^ 
of consumer products. This network ensures * 
availability of products even in villages with \ 
a population as low as 100! \ 

Low Margins : A significant feature of this/ 
chain of distribution is that it is highly cost^ 
effective. The aggregate cost that the 
corporation incurs between the warehouse 
and the distributor is in the range of 5-10 
per cent for most products. Most distributors, 
earn a margin ot about 5-6 per cent on fast' 
moving consumer (FMCG) products;! 
However, they are able to manage a 
remunerative business on a margin of 1*2 
per cent only. Their total costs are in die 
region of about 3 percent About 1 percent 
is spent on administrative and distribution 
costs, another 1 per cent is expended on 
discounts and 1 per cent is the cost of credit, 
that is extended to retailers for a period 
ranging from 7 to 15 days. Ai. astute 
distributor can save 2 to 2.5 per cent of the 
margins by controlling costs effectively. 

Wholesaler Network : The fulcrum of tin 
distribution apparatus in most developing 
economies like India is the u holcsaler. India* j 
wholesale trade is an institution by itself inf 
is networked on the basis of persona 
relationships, built over generations. Then 
wholesalers have been the pioneers of 
distributing products in the country and hav' 
immense knowledge of local markets aili 
trade structures. i 

There are about 3,00,000 wholesalers an 
4,00,000 semi-wholesalers, scattered 
the country They buy stocks in bulk 
directly Irom the manufacturers or fi 
their distributors. Of the 3.3 million 
shops in the country, most companies 
able to service about 5,00,000 to 7,00,1 
through the company and the distributor! 
field force. The balance 2.6 million shoj 
are serviced by wholesalers and sefi| 
wholesalers. 


Table: The Consumer Basket 
(Percentage Contribution) 


Product 

1980-81 

1992-93 

20 

Food 

53.4 

49.9 


Clothes/footwear 

11.2 

9.2 


Rent. Fuel, power 
Transport/ 

12.6 

10 


communication « 

5.1 

12.4 


Consumer goods 

17.7 

!*< 

^ \ 

Total 

100 

MB 

. U 
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normal practice ir for small 
• shopkeepers to visit these wholesalers, to 
make purchases for about a fortnight. 
However, wholesalers are increasingly 
becoming aggressive, servicing small shop 
directly and giving ready delivery of stocks 
through mobile vans. Any corporation 
desirous of building its own distribution 
network has to ensure that it is networked 
effectively with the wholesale trade. About 
40 to SO per cent of its sales will be coming 
from about 2.6 million shops which are 
serviced by wholesalers. 

In dealing with wholesalers, corporations 
must ensure that i n trying to ride the wholesale 
tiger, they do not end up inside its belly. 
Wholesalers can disrupt markets, prices and 
supply lines, by buying stocks in bulk and 
unleashing them in unexpected markets, at 
unscheduled times. A fair amount of the 
wholesale trade takes place on a barter basis 
without any monetary exchange. For 
instance, biscuits may be traded against 
cigarettes and vice versa. Whilst the 
wholesale trade can make a significant 
contribution to extending distribution and 
reach, it has to be handled sensitively. 

Thin Margins : The wholesale trade 
operates on very thin margins, i e, 0.5 to ! 
per cent. The balance margins are passed on 
tothe shopkeepers, who purchase from them. 
The wholesale trade has mastered the art of 
operating on very thin margins, and making 
profits through rapid rotation of stocks and 
capital. This further augments its flexibility, 
to disrupt the prices of products. 

Retailing Revolution 


; i Changing Character During the current 
I decade retail outlets have been growing at 
; $ about 5 per cent in the urban areas and 8- 
v 10 per cent in the rural areas. Outlets have 

* ■! ‘been increasing in number and size, due to 
l Kthe increased availability of branded and 

• ^ packaged products. Shops across the country 

undergoing a facelift, trying to look 
< r smarter and alluring. There is strong emphasis 
? On the visibility and merchandising of 
j products. The character of the retailer is 
undergoing a change. He is becoming more 
"i ^conscious of his costs and is focusing on 
j jhImproving his profitability. Retailers are 
: ’Seeking longer credit periods from the 
t‘distributors of corporations to reduce their 
; Sown investment in working capital. To 
' ^ become competitive, retailers are also 
ii l providing additional services to their 
' ^ Shoppers like free home delivery, shopping 
r fe bags* supplies against telephonic orders, etc. 
[ IWeare seeing the beginning of the ‘customer- 
I ^service* concept in the retailer-consumer 
E Relationship. 

I U Growth Rates : During the period 1996 to 
\ |&QQ5 r retail outlets in urban India wilt grow 



by about 6 per oent fthd in tend areas by 
12per cent. The growth rates of retail outlets 
will be higher in the rural areas, since more 
than half the market for many consumer 
products, like soaps, detergents, wrist 
watches, razor blades, batteries, etc, will 
continue to be in the villages. The growth 
rates for many basic products will con¬ 
tinue to be higher in the villages than in the 
cities. 

Thus, the 1 million shops in urban India 
will grow to 1.4 million by 2000, and the 
2.2 million shops in the villages will augment 
to 3.5 million. The total number of retail 
outlets will augment from 3.3 million to 4.9- 
5 million by the year 2000. The increase in 
the number of outlets will essentially be 
fuelled by higherlevels of consumer spending 
and demand. 

Wholesale Contribution: The wholesale 
segment will account for about 25 to 30 per 
cent of the total volume throughput. The 
balance 70 to 75 per cent of the business 
will take place through the retail segment. 
Within the retail segment, about 20 per cent 
of the shops will contribute to about 40 per 
cent of the volumes of business. The next 
30 per cent of the shops will contribute about 
35 per cent of the business. The balance 50 
per cent of the shops will contribute 25 per 
cent of the volume throughput. The 
understanding of the contribution of different 
segments of the retail shops is vital, since 
it will determine the servicing frequency an,, 
modalities. 

Professional Retailing : Most retail shops 
in India arc small, owned and managed by 
families. But the next decade will see the 
emergence of a new professionally qualified, 
educated retailer. Retailing will acquire social 
status. It is significant that Marks and 
Spencers in the UK and Wal-Mart in the US 
areconsidered as leading employers by young 
business school graduates in those countries. 
India, with 3.3 million scattered retailers, is 
yet remote from exclusive supermarket 
retailing. But the coming years will witness 
significant changes. 

Retailers will hire help to manage the 
business. They will also want to deal directly 
with manufacturers. Retailers will alsospend 
a lot more money on infrastructure, to make 
their shops alluring. A store like ‘Hopp’ in 
New Delhi is a shoppers' delight and was 
inconceivable even five years ago. 

Supermarkets : Supermarkets have yet to 
make their presence felt in the Indian 
market. The growth of supermarkets has been 
tardy due to the low levels of per capita 
incomes and the high prices of real estate 
in large cities like Bombay. Prices of office 
space in Bombay are the highest in the 
world. Currently there are about 400 
supermarkets in the country, contributing 
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•fewt Vpercem of ti&tatesof c immot 
products in the cities in which they 
operate. 

Warehousing Retailers: The growth of 
supermarkets will accelerate, if foreign 
groups like Makro or Sogo were to invest 
heavily in the retailing sector. Moreover, 
instead of the traditional model supermarket 
of Europe or the US, the format that would 
succeed in India would be the Makro or Wal- 
Mart model of wholesaling and retailing. 
These would be around 30,000 square feet 
to 1,00,OOOsquare feet warehousing-retailers, 
located on the outskins or in the suburbs of 
large towns, catering to small shops and 
large families. These stores would typically 
stock 10,000 to 30,000 items (SKUs), but 
would not cxtendcredit. Howcverthey would 
run special promotions and incentives, to 
lure shoppers to the store. 

Another reason for the slow growth of 
supermarkets in India is the high cost of 
overheads. A study done by McKinsey shows 
that of the Rs 100 spent in a department 
store, Rs 30 is spent on overheads like labour, 
rent, etc. In a supermarket, the overheads are 
Rs 20 out of every Rs 100 generated. The 
warehouse club spends only Rs 7 out of 
every Rs 100 on overheads. However, the 
Indian comerstore spends only Rs 3-4 on 
overheads. 

Key Issues: The key issues that 
corporations have to deal with in the future 
are how to improve servicing of outlets, 
increase the profitability of retailers, assist 
them in upgrading the management of the 
stores, augment merchandising and run 
innovative promotions. Manufacturers will 
have to focus on providing excellent customer 
service to all their constituents, i e, 
distributors, wholesalers, retailers and the 
final consumers. Increased competition will 
place all these customers at the centre of the 
marketing stage. 

Servicing the Retail Sector Clearly, the 
future belongs to the retailer. The balance 
of power, which has hitherto been with 
manufacturers in developing countries, will 
shift radically in favour of the retailer in the 
coming decade. In a fiercely competitive 
market, manufacturers will have to ensure 
that they service the orders of their retailers 
for all SKUs. They will have to identify key 
accounts, i e, important retailers who 
contribute 40-50per cent of the volumes and 
service them rigorously. They will have to 
commence tele-servicing to meet the ad hoc 
requirements of retailers. 

Manufacturers will have to compress 
delivery times of orders, to reduce the 
retailers' investment in working capital. They 
will have to be flexible in terms of order size, 
quantum of discounts, credit and replacement 
of damages, in dealing with large retailers. 
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fmtt belong* to die 
retailer. The balance of power, which has 
hitherto been with manufacturers in 
developing countries, will shift radically in 
favour of the retailer in the coming decade. 

Merchandising : Merchandising space, 
which has hitherto been essentially free or 
available at nominal prices, will become 
more expensive as competition becomes 
fierce. Manufacturers will have to be 
innovative and provide customised ‘ready- 
to-di splay’ kits to shopkeepers to facilitate 
displays. Currently manufacturers enter into 
contracts with shopkeepers for display and 
merchandising for 1-3 months. In the future 
they may have to book merchandising space 
for 1-2 years. They will also have to consider 
changing the external packaging of many 
products to facilitate merchandising. 

Key Accounts: Manufacturers will have 
to identify their key accounts and give them 
preferential treatment in supplies, credit, 
discounts and promotions. These outlets 
should tv inccmiviscd through special 
discounts and schemes on a quarterly or 
annualised basis. Their profitability will have 
to be monitored continuously, to ensure that 
these retailers find it profitable todo business 
with the company. 

information Technology: Information 
technology and computerisation will play a 
pivotal role in retailing. They will 
metamorphise the way people buy and 
consume products and live their lives. 
Manufacturers will have to undertake bar 
coding of products to facilitate sales at 
supermarkets. They will also have to educate 
small shopkeepers on the value of using 
software packages like ’space management* 
to make optimum use of shelf space. The 
depots and the distributors will have to be 
connected through LAN to ensure immediate 
transmission of data on sales and stocks. 
Salesmen will increasingly be working with 
notebooks and palm-tops to save time. 

Corporations will derive a significant 
competitive edge by acknowledging these 
changes in the trade structure and being 
proactive in assisting retailers to modernise. 
They can set up an exclusive cell to advise 
retailers on shop lay-out, architecture and 
financial management. They should alsotrain 
shopkeepers in the use of information 
technology to comprehend shopping patterns 
and control working capital. 

Personal Rapport: A personal equation 
goes a long way in making a sale. In the 
ultimate analysis, a sale, apart from being 
an economic transaction, is also an emotional 
bond, specialy in Asian societies. A key 
reason accounting for the success of many 
cor-porations is the close contact they 
maintain with their customers, i e, the 
wholesalers and retailers. Despite the large 
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corporations will have to ensure that they 
build personal relationships with the large 
retailers and wholesalers, through their field 
force, to ensure a competitive edge. 

Tapping Rural Markets: The Challenge 

Rural prosperity is growing in India. Over 
70 per cent of the population resides in 
villages. The buying power of villagers is 
augmenting due to modernisation in agri¬ 
cultural practices, government investment 
in the hinterland and dispersion of industries 
in remote areas. The dependence of the rural 
dwellers on agriculture for a living is 
declining. They earn more incomes from the 
secondary and tertiary sectors. 

Unique Characteristics : Marketing of 
products to rural dwellers is an emerging 
challenge. Their background, needs, buying 
potential arc unique. The process of 
identifying consumer needs and meeting 
them is the same in the urban and the rural 
areas. However marketing products to the 
rural areas is very different from marketing 
to urbanites. Selling products to rural dwellers 
covers consumer products, agricultural 
products like fertilisers and pesticides and 
industrial products like diesel engines, farm 
equipment, etc. Selling products to villagers, 
in all developing countries, has certain unique 
characteristics in terms of buyer behaviour, 
product, market segmentation, distribution, 
sales force management, pricing, logistics 
and advertising 

Conservative Behaviour. Villagers arc 
more conservative in their behaviour. Their 
desire to innovate with new products is 
restricted. Comparatively, urban consumers 
are more experimentative, due to higher 
levels of information exposure and incomes. 
TV is compressing the information gap 
between urban and rural consumers. Rural 
consumers will increasingly seek products 
which were hitherto consumed essentially 
by urban consumers. 

In the villages. due to lower income levels, 
demand is essentially for economically- 
priced daily household necessities like soaps, 
cooking oils, detergents, etc. Premium brands 
of these products would be sold in prosperous 
states like Punjab. Nevertheless, there is 
latent demand for many consumer products 
in villages which is untapped. These arc 
convenience items like electrical appliances, 
gas stoves and ovens, bicycles, etc. In the 
next decade, the demand in rural markets for 
typically urban products like readymade 
apparels, packaged foods, entertainment 
media, etc, will also mushroom. However, 
the bulk of the rural market will continue 
to be for products in the lower price segments, 
due to the high levels of poverty in villages. 


Packaging: In planning products 1 iSP 
villages, it is important to ensure that (be 
packaging is sturdy and robust. Products 
meant for rural markets have to travel long 
distances. The external packaging should 
withstand frequent handling. Wholesalers in 
Bombay send Coke, soap, sugar to smqft; 
towns, travelling across distances of 2,000 
kilometres. Moreover, considering the 
limited purchasing power of the weakest 
rural consumers, small pack sizes containing 
enough product for a day or a week are 
essential. 

Segmentation : Rural markets can be 
segmented on the basis of population, age 
and sex. It is not always possible to segment 
rural markets sharply on the basis of incomes, 
due to paucity of data, in most developing 
societies. Rural markets can be segmented 
on a geographical basis, depending on the 
crops grown. Rural markets can also be 
segmented on the basis of education. Higher 
levels of education normally induce greater 
receptivity to consumer products. 

Rural Wholesale Network : About 70 per 
cent of the villages in India are not connected 
by all-weather roads. A company distributing 
products in the villages has to blend its; 
distribution system with traditional wholesale, 
channels. There is no avoiding the wholesale! 
channels for comprehensive distribution in] 
the rural areas. This network which has; 
evolved over centuries reaches down to] 
almost every village in developing countries^ 
In China. Brazil. Venezuela and Colombia! 
the wholesalers (annual turnovers 1 billion); 
are more powerful than some manufacturers.] 

Cost-Effective Networks: Some firms reiyj 
on vans to distribute their products to villages! 
with a population of 5,000. However, 70per 
cent of the 6,30,000 villages in India have 
a population ofless than 2,000. It is precisely 
these villages which arc difficult to penetrate] 
due to paucity of road networks. The loaj 
purchasing power in these villages do no! 
justify the expenditure of distribution through 
the vans. Corporations in developing 
societies have to evolve a mix of delivery 
systems to penetrate the rural sectoj 
effectively. The ideal rural distribution mlg 
should consist of traditional wholesalers! 
distribution vans, cycle units and even auiflid 
carts (camels, bullocks, mules, donkeys] 
depending upon the local topography ant 
cost-structures. j 

Rural Sales Force : Establishing rappo 
through language and conduct is crucial i 
winning the confidence of the rural retailei 
and consumers. A rural sales force has; 
more strenuous work schedule, compared I 
an urban field force. The infrastructure i 
the villages. i e. hotels, trains and bus service 
is weak. This imposes considerable haidsbtj 
on the rural field force. Some of thei 
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problems can be neutralised by selecting 
.. employees from small towns, habituate*.! o 
the local topography and living conditions. 

Pricing in Villages : The flexibility to 
deploy pricing as a tool to influence demand 
in rural markets is rather limited, due to the 
statutory provisions requiring the printing 
of the maximum retail price on many 
packaged products. However, in most other 
developing countries, rural markets can be 
tapped rigorously, by giving special 
discounts. Discounts can be in the form of 
differential pricing, pnee-offs, trade-loads, 
consumer offers, etc. 

In managing promotions in villages, it is 
important to gauge their ramifications on the 
flow of goods. Substantial discounts in the 
rural areas can lead to large-scale movement 
of stocks from the hinterland to feeder mar¬ 
kets and large towns. This can negate the 
objective of such promotions. The stocks will 
not be consumed in the villages, but will find 
their way into the cities. This leads to signi¬ 
ficant disturbances in the prices of products. 
Wholesalers in large markets can reduce the 
international brands like Coke and Pepsi to 
commodities by under-cutting prices. 


villages 

consist of participation in local rural activities 
like fairs, festivals, carnivals, religious 
functions, sports events, etc. Rural 
promotions should ideally be conducted in 
the post-harvest period, when the fanners 
arc Hush with money from the sales proceeds 
of their crops. Promotions should be avoided 
during the sowing period when the farmer 
is investing heavily in agricultural inputs 
and is investing time in the field. It is 
important to demonstrate the product in use, 
to ensure higher credibility. Bright colours 
and music are part of the cultural ethos of 
any village. They should be integral to any 
rural sales promotion ac'. /ity, e g, a fair or 
a carnival. 

Advertising : Many companies use the same 
advertising for rural and uiban consumers. 
This is a cardinal error. In an advertisement, 
a common appeal, i e, status, affection, care, 
style, etc, can be used for urban and the rural 
markets. However, the presentation of the 
appeal to a rural consumer should be 
substantially different from the way it is 
presented to the urban consumer. A 
commercial considered suave by the urban 


consumers can be considerod £nidfe tiy the 
rural consumer and can lead to a rejection 
of the product. Rural consumers, in most 
countries, are conservative, despite being 
affluent. 

Since literacy levels are low in villages 
in developing societies, it is necessary to 
rely on unconventional modes of advertising 
like wall paintings, bus hoardings, cinema 
theatres, video parlours, etc, to communicate 
the message. ‘Word-of-mouth* recommen¬ 
dations are critical to the success of new 
products in the rural areas. It is therefore 
useful to brief the panchayat members of the 
village when a new product is being launched. 

The electronic media will ensure greater 
uniformity between the urban and the rural 
consumers. This harmonisation will accrue 
over a period of about 25-30 years. Till then, 
marketing of products to the rural consumers 
will have to receive exclusive attention in 
developing societies. 

[This paper was presented by the author at a 
symposium on 'Business in India' on April 17, 
1996 at the J L Kellog Graduate School of 
Management. North Western University. 
Chicago. USA ] 
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Market Resurgence, Der^ulalkm, and 
Industrial Response 

Indian Cotton Textiles in 1990s 


Tirthankar Roy 

The cotton mill industry in India suffered sustained low profitability from the 1970s until recently, usually attributed 
to stagnation in home demand for cotton cloth, labour market segmentation and unfriendly policies . Since about 
1987, deregulation and liberalisation eased some of these problems, with the result that average profits and investment 
rates have improved , though the extent and nature of the revival continue to be influenced by structural constraints 
such as labour-market segmentation and shortage of resources. 

The paper reviews the transition and interprets what it might mean for the industry and for industrial growth, in 
the medium term . The paper concludes that the main positive features of the transition are that , it is intensive in 
cotton, a fibre in which India has a long-term advantage, it has diversified and strengthened demand for cotton textiles 
at home, raised prospects for a solution to sickness in older industries and represents the beginning of a growth- 
trajectory in textiles favourable to a rise in wages and productivity. The main negative aspect, on the other hand , 


is that the transition is intensive in : 
cloth marker. 

IT is now evident that, roughly from the end 
of the 1980 k, cotton textiles manufacture in 
the integrated mills has seen a revival of 
sorts, owing to, we shall argue here, market- 
resurgence, mill-restructuring, deregulation, 
and the 1990s trade reforms. The change has 
many elements, but together, they represent 
a departure from viable historical 
characteristics ol the mdusii>. namely, low 
and stagnant labour productivity, and the 
reputation of being technologically backward 
and ill-adaptive Low' productivity in Indian 
mills is a familiar topic in economic history 
and contemporary policy analyses. 1 An 
example ol the latter is the debate around 
sustained low profitability in the mill sector 
in the 1970s, and the associated problems 
of obsolescence, bankruptcy, and strained 
industrial relations. From about 1987-88, 
however, aggregate data show rising average 
productivity m the nulls, a trend that might 
have been unthinkable six or seven years 
ago.* 

In this paper I ask: What has changed? 
Or, what features of the macro-economic 
environment made technical change easier 
in the 1990s? Is this a general tendency, or 
a restricted one? The paper proceeds in 
three stages: background information and 
received wisdom about the mill crisis until 
1985. main findings on the revival from 
1985, and an assessment of the main 
findings. Section I deals with background 
material. Sections II-V state the main 
findings, the detailed topics being, demand 
(Section II), market-shares (Section 111 I, 
relative price movements (Section IV), and 
technical change (Section V). Finally, 
Section VI draws together some of the 
empirical findings in an attempt to interpret 
what they mean. 


resources , and therefore, likely to 

I 

The Pre-1985 Background 

To briefly recapitulate a literature familiar 
to the readers ol the EPW , the null crisis of 
the 1980s was attributed to the following 
sets of reasons. First, powerlooms substituted 
the mills in cotton on the strength ol lower 
wages * Second, cotton itself was substituted 
tor manmade fibre fabrics in the home market. 
In theory, labour-market segmentation 
should encourage the htgh-wage producer 
to substitute labour. And a home market 
constraint should encourage them to export, 
and in turn, to invest in new machinery 
because export and home markets consume 
diflcrent goods. Why didn’t the mills re¬ 
equip to compete better? A standard response 
to this was, government policy. Cotton 
textiles did witness adverse intervention. 4 
But. the mills' image of technological inertia 
predates the policy-regime. Besides, the 
regime did not rule out investment, for a 
few mills did modernise in the 1970s. But 
these also tended to diversify out of areas 
where powerloom competition was severe.' 
Why was investment and diversification 
correlated? The answer possibly is, 
investment without diversification carried 
excessive risks, tor cost-benciit estimates 
show that in looms, new options arc 
precariously better than theold at comparable 
cioth and at existing wage-spread, and while 
machine outputs are known, potential wage- 
spread is neither a known nor a stable variable. 
Diversification itself was restricted possibly 
bccauserof narrow markets, and/or additional 
marketing costs. 

In the mid-1980s, the policy-regime 
changed, at first in textiles, but later the 
changes were integrated in the economic 


be confined to small segments of the 

reform process. Perhaps the most critical 
aspect of reform was trade liberalisation, 
which meant easier export, and easier import 
of new equipments/ 1 Trade, in turn, induced 
a transformation in consumption, relative 
prices between doth and yarn, and in 
technology. 1 discuss these three effects in 
that order. 

II 

Demand 

Every piece of research work or report on 
textiles published since c 1980 notes the 
alarmingly low level and slow growth in per 
capita household consumption of apparel. 
Converted into kgs per capita, India’s 2.4 
compares poorly with developing country’s 
average of 3.8, and the world's 7.3 in 1987. 
Not only are the levels low', from the early 
1970s, cotton cloth consumption has been 
either stagnant, or fallen successively ir 
episodes each lasting a few vears (Tables 1 
and 2 both capture the latter part of the 
decline). During the greater part of these twe 
decades, per capita consumption of cloth as 
such increased, but a little, due to growtl 
in polyester in the early-1980s, and ir 
polyester-cotton blends in the late 1980s. 

The market resurgence’ in the title of Urn 
paper can be given a precise sense will 
reference to Table I. The table presents 
constant-price growth rates of textih 
purchases in value, between 1985 and 1992 
when exports accelerated. It shows (a 
substitution of cotton by manmadcs in ihi 
home market, and (b) the relative decline 6 
home market vis-a-vis exports. Given lha 
cotton and the home market ov erwhelmtngl; 
dominated final demand in the early !97Gj 
the scenario we have is one of stagnatio] 
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followed by a revival of cotton. Among 
,, exports, fabric morethan doubled in quantity 
* between 1985 and 1992, nearly doubled in 
value, and much of it has been cotton. Apparel 
exports also accelerated from 1981-82, has 
been larger, and again mainly cotton. 

Tables 1 and 2 suggest that, from about 
1990, cotton is making a return, in absolute 
terms and relative to manmades. This is 
expected since an overwhelmingly large pari 
of exports is cotton, but in fact, cotton cloth 
purchases have improved in the home market 
as well. Add to this two further changes, to 
strengthen the return of cotton. First, blends 
continue to grow very rapidly, both in 
consumption and exports, and reinforce the 
demand for cotton as an input into blends. 
Second, polyester seems to be losing its 
lustre, at least from the early 1990s. 

Can the 1990s reversal be explained by 
the factors that explained fibre-choice in the 
1970s, or the 1980s? The probable answer 
is ‘no’. The long-term decline in per capita 
cotton consumption can be seen as driven 
by purchasing power. 7 This, however, would 
be a contrived view, among other reasons 
because it makes it difficult to explain both 
the 1990s reversal and its timing. Short-term 
variations in fibre-proportions are usually 
estimated by income as well as relative price. 
But, if the cotton reversal continues, a re- 
estimation of a typical 1980s demand 
equation will yield poor results today. Price 
elasticities lor most kinds of cloths carry 
expected signs for the 1980s. K But in the 
1990s, if cotton cloth does stage a recovery, 
it will do so despite adverse price-ratio 
(Table 3). 

What might we conclude from these data? 
Plausibly, that a major shift in preferences 
is taking place, a shift contrary to historical 
trends. Why might there be such a change? 

I hypothesise that the rise ol cotton in exports, 
and the return of cotton in the home market, 
or the second and the third columns in 
Table 2, are causally related. Briefly, exports 
created new capacity which in turn induced 
: change of taste. 

This tendency consists of two elements. 
First,exports introduced new products. Prior 
to the export boom, the basic composition 
of the output of the cotton mills had been 
: stagnant for many decades and served a 
limited range of apparel-usage. It is not 
‘surprising that demand would eventually 
taper off, or consumers look for diversity 
In manmade fibres. The export boom, on the 
.other hand, has not only expanded the 
ftpparet-usage of cotton fibre immensely, 
but enforced improvements in the average 
equality of the Indian fibre itself. It is to be 
’expected that consumer interest in cotton 
"revives. Second, exports cheapened new 
products. Apparel exports have created 
opacity which supplies the home market as 
WelLand equally, created a taste for garments. 


Till the eaily 1990s, a lot of these gumenis - 
cotton Ts, trousers, denims - were ‘export- 
rejects’ or surplus production, and sold very 
cheap in the city bazaars. It is likely that the 
increased cotton consumption at home is a 
reflection of demand for new apparels. It is 
possible that this was a price-driven shift. 
Traditionally, demand equations use fibre- 
price-ratios. What we need, however, is 
apparel-fabnc ratio. The hypothesis is that 
this has declined, because (a) apparel prices 
are influenced by world prices and, therefore, 
have been stable despite cotton inflation, 
and (b) the high labour-intensity of apparel- 
making suggests a further source of (wage) 
price-stability. If the foregoing is broadly 
correct, what wc are seeing is the emergence 
of a demand for goods of exportable quality 
consumed at home. 

Ill 

Market-Shares 

Does the return of cotton imply a different 
relative economy of weaving? Does it imply 
that the cotton mills, with wider range of 
output, and being vertically integrated, are 
relatively bcttcr-off against the powerlooms'' 
The answer, at least in the short run, should 
be ‘yes', with qualifications. 

Before I take up this question, it is necessary 
to add a note on new entry. Exports, home 
preferences, and deregulation, have had two 
distinct effects on the corporate producers. 
In official sources, the only corporate 
producer recognised is the integrated ‘mill 
sector’. But it is manifest that, (a) all through 
the late 1980s and the 1990s, new corporate 
entities have entered textiles in the form of 
specialised spinners or weavers, and 


obsolete and efficient, profitable and 
bankrupt, private and public, have hardened 
with the transformation of a small set of 
mills into premier fabric exporters. Official 
data on market-shares tell us little on the 
magnitude of the fir&t type of change. Press 
reports suggest that three areas - texturising 
filament yarn, cotton spinning, and knitting - 
witnessed a burst of medium-scale enterprise 
in the 1980s. In a few cases, successful firms 
integrated into weaving. Further, some plants 
which must still be classified as powerlooms 
have become public companies. But there 
being no data whatever on the extent, we 
must assume it does not lead to serious mis- 
classification (too many formal and informal 
enterprises clubbed together), and treat the 
mills as the only corporate supplier. 

Conventional market-shares in the 
domestic market are shown in Table 4. These 
shares are in metreage of cloth (value data 
being incomplete). Shares in exports are 
shown in Tabic 5. These, unlike in home 
market, had to be estimated in value. The 
values can be converted in some instances 
into estimated quantities, where that was 
possible, the quantity-shares arc also shown. 

The two tables show that: (a) The mills 
as a whole have lost ground. In value, cotton- 
shares arc likely to be higher for the mills 
who produce higher-valued products, and 
the overall shares are likely to change in 
favour ot the powerlooms mainly because 
polyester, which mainly the powerlooms 
weave, are costlier. Mill average unit-value 
in the home market is appioximately 10-25 
per cent higher than that of the powerlooms. 
and m exports approximately 50 per cent 
higher." The fall in shares will be speedier 


Tabu. I* Final Demand by Fibre, 1985-92 
(b Rs 1981-82 Prices) 




Cotton 


Manmade and Blends 

Home 

Export 

Export/ 


Home 

Export 

Total 

Home 

Export 

Total 


Demand 

(PerCcnt) 

1985 

66.3 

12.3 

78.7 

122.8 

5 

123.4 

189.2 

12.8 

6 3 

1986 

71.7 

13.1 

84.9 

1442 

.7 

144.9 

215.9 

13.8 

6.0 

1987 

77.0 

18.5 

95.5 

160.4 

1.5 

161.9 

237.4 

20.0 

7.8 

1988 

68.4 

20 6 

88.9 

165.3 

2.4 

167.7 

233.7 

23.0 

8.9 

1989 

63.9 

22.9 

86.9 

198.8 

4.6 

203.5 

262.8 

27 6 

9.5 

1990 

57 7 

28.4 

86.1 

199,9 

14.8 

2147 

257.6 

43.2 

14.4 

1991 

60.2 

49.8 

If 0.0 

214.1 

17.7 

231.8 

274.4 

67.5 

19.7 

1992 

63.0 

60.4 

123.4 

209 0 

20.1 

229.1 

272.0 

80.5 

22.8 

Annual average 
growth 

(percent) -0.4 

27.2 

7.2 

8.2 

79.9 

9.5 

5.5 

31.4 



Notes: Exports include fabrics and garments. All cotton values deflated by WPI cotton cloth 
(millmadc), non-cotton values by WPI cloth made of wool. silk, or synthetic fibres. The 
figures do not include knitwear (hosieiy). 

Source: Mainly the Textile Commissioner's data, published in various official and association reports 
(see References). Home market size was estimated by multiplying per capita purchases with 
mid-year populations. Value figures were unavailable for the recent year, unit-values of 
previous years were updated by using WPI, and applied to quantity purchases. Export figures 
are available in value and quantity for fabrics, but only in value for apparel. An alternative 
route is to convert yarn availability into cloth, this is followed by the Association of Manmade 
and Synthetic Fibre Industiy. The results, expectedly, vary for blended fibre fabrics. 
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in home market, because mill-powerloom 
price-ratio has fallen in the home market, 
but the fall will be slow or absent in the 
export market because the price-ratio in 
exports has been rising (Table 6) 

(b) Mills have a larger presence in blended 
cloths, because elftcient blending is one 
outcome of mill modernisation, and a 
vertically integrated unit can earn an implicit 
premium on efficient blending, 1 '’ 

<c) In exports alone, mills do have a larger 
presence (Tabic 5). In fabric exports, mills 
arc dominant in value (but not in melreagc), 
but this dominance is closely challenged by 
thepowerlooms. In ‘made-ups’.poweiloom- 
lutndioom combine has larger and increasing 
share. 

(d) Mills specialise in tabnc exports, and 
in higher-valued fabric exports, basically in 
different products (see the price-ratio in 
export, and the real unit-value ratio of 
Table 6) This, reportedly, indicalcs the 
different markets in which the two sectors 
operate. Europe and North America with the 
mills, and the middle east or south-east Asia 
with the powerlooms. 

Underlying these long-term tendencies arc 
three questions. (1) what constitutes 
competitiveness in the domestic market in 
contrast with the export market?, and (2> 
what influences competitiveness in the short 
run as opposed to the long run? Roth at home 
and exports, manuf acturers should be mainly 
price-takers. But while the home market can 
be assumed to he relatively more price- 
sensitive, the exports should be more quality- 
sensitive. On the other hand, short-run 
profitability depends more on demand or 
supply fluctuations causing price ratios 
between inputs and outputs to change, 
whereas the long-run one must depend on 


productivity. I, therefore, first take up price- 
movements, winch implies a focus on the 
home market and the short-run. And next. 

I consider quality and productivity, which 
imply a shift of focus towards exports and 
the long run. 

IV 

Competition at Home: 

1990s Price Movements 

Aggregate profits in the mills turneJ 
positive, attci a long spell of negative figures, 
from about 1987 This can be seen from the 
average profit per worker of the sector called 
‘cotton spinning and weaving' lactones in 
the AS1. and in the profit-sales ratio in the 
consolidated accounts of the 100 odd public 
companies listed in the Bombay Stock 
Exchange (BSE). There is a possibility tluu 
the ASI sample, consisting of all registered 
factories, is dominated by spinning mills, 
who may have performed better than the 
composite mills. However, the spinning mills 
arc not dominant m the BSE sample ol 
public limited companies.The improvement 
cannot be wholly attributable to cloth exports, 
because exporting nulls are few in number, 
and profitability remains positive w hen their 
accounts are separated out. 

Relative price of mill cloth at the home 
market has steadily declined from 1987 
(Taole 6). The three short-term factors 
influencing this ratio are: raw cotton price, 
price of yarn, and iclative wage rates. Since 
*he composite mills arc manufacturers and 
pet sellers’ of yarn, they can appropriate a 
specific profit, or afford to hold cloth prices 
belter, when there occurs an increase in yarn 
price relative to cotton price. Now, cotton 
price is fundamentally weather-driven. 


whereas yam price is relatively demand- 
driven. As Figure 1 shows, in nearly all pre* 

1987 episodes of bad crop, cotton price rose 
faster than yam price. But from 1987. the 
reverse has been the case. Since 1987, export 
market resurgence has caused a sustained 
rise in yarn price relative to cotton price, 
except in one bad year. There is no parallel 
to the late 1980s trends in the last 20 years 
or so, a section of which appears in the 
graph. 

The other apparent cause of decline in 
mill-powerloom cloth price is a mild fall in 
relative mill wage from 1988, but substantial 
rise m relative productivity (Table ft) In 
fact, 1990 is the first time that productivity- 
ratio. till then consistently less than wage- 
ratio. rose above the latter. 1991-92 saw a 
reversal, probably because of the preceding 
bad cotton crop, but if that is the reason, the 
lost ground must have been made up for in 
the next two years. A look at the levels show 
further that null average wages have been 
relatively stagnant, whereas powerioom 
wages have risen since 1987 This piece of 
statistics occurs from the ASI sample, which 
deals with ‘factories*, and not companies, 
and hence is a more inclusive category If 
not wholly an effect of changes in the 
composition of the ASI sample, the finding 
is significant. It conforms with a well known 
macio-economic ‘stylised fact* that the 
post-sinke era witnessed a new political 
economy ot organised labour which made 


Tmu i: 2 Conns is Fm\m Dlmami 

l t vni W f urrt nt pro t i allies) 



Home 

Export 

Total 

|9«S 

17 7 

9ft 5 

41.6 

msft 

3ft ft 

9S (, 

40.5 

1487 

*5 * 

43 3 

40.1 

1488 

^2 2 

90 7 

37 8 

1984 

26 8 

84 9 

32 7 

1940 

25 5 

64 ft 

31.3 

1941 

2ft 4 

78 2 

37.7 

1992 

27 9 

79.4 

40.9 


Si tune' See Table I 


Tabi r 3 Rh vtivf Prices * Cotton-Manmade 

(indites) 



Mill Cloth 

Powerioom Cloth 

1981-82 

1(H) 0 

100 0 

1982-83 

102.8 

94 4 

1983-84 

105.8 

<w.o 

1984-85 

105 3 

*>8.2 

1985-86 

1118 

95 9 

1986-87 

lift L 

100 5 

1987-88 

113.5 

10? 8 

1988 89 

114.0 

111 1 

1989-90 

114 0 

1189 

1990-91 

1189 

132 3 

1991-92 

127.6 

137 6 

1992-93 

128.5 

146.3 


Notes' The prices arc cotton WP1 (millmade), 
cotton WPI (powerioom), and WPi of 
wool-silk-synrhetics 
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p^roductivi ly negotiations easier. On the other 
hand, it is possible that, with maturity and 
decades of growth, powerlooms are closing 
in on some sort of skilled labour supply 
barrier. 

To sum up. the mills as a whole have 
experienced better profits, two identifiable 
causes of which are. manageable labour 
(Table 6), and yam inflation (Figure 1). It 
is also apparent that they have seen a steady 
rise in relative productivity (Table 6). Better 
capacity utilisation can have that effect. But. 
undoubtedly, investment rates have 
accelerated as well. To this we now turn. 

V 

Competitiveness: Technology 

Despite the return of good times for some 
mills, continued bankruptcy in most mills 
confirms that long-term competitiveness at 
the present average levels of technology, at 
generic product-lines and coresponding 
marketing systems, is adverse to the mills. 
Indeed, the experience of successful mills 
does indicate the existence of u long-term 
integrated strategy, dominated at the core by 
technological modernisation. In this section, 

I shall first briefly describe the nature of the 
technological problem, and next try to outline 
the basic leatures of the integrated strategy, 
based mainly on press-reports on companies 
in the post-strike period, descriptive 
information available from the annual reports, 
and to a small extent on interviews. 

The Technological Problem 

Textile pi oduction consisting of separable 
processes, the notion of best-practice' is 
usually process-specific. Best practice is also 
not always the most productive in the 
conventional sense, it can attempt, say. better 
systems of control than more output. In the 
completely separable-process scenario, the 
aggregate capital-labour ratio can vary in a 
wide range consistent with notions of 
economic efficiency Nevertheless, as the 
average speed increases in some critical 
equipments, textiles may approach the model 
of a continuous-process industry, in which 
case factor-proportions tend to become rigid 
and typically morecapital-intcnsive. It would 
be fair to generalise that the best Indian mills 
are somewhere in between these two 
paradigms. 

Assuming reasonable discreteness of 
processes, the usual practice is to focus on 
weaving, the issue being competition 
between mills and powerlooms. Two general 
points need a restatement. In weaving, the 
move to shutticlcss loom simultaneously 
implies smaller labour component (not only 
fry raising direct productivity, but also hy 
means oi automated repair, weft-changes, 
Occasionally online control), as well as 


differenttevelft^ 

from longer production runs and longer weft; 
Secondly, there is a difference between the 
engineering notion of best-practice in a 
standard cloth, and realisable productivity, 
the intervening factor being operational 
efficiency. Equipment-choice, in other 
words, is not the sole means to raise 
productivity, and it is mediated by product- 
mix. In India, however, the peculiar problem 
of equipment-choice in the older mills is not 
one of being behind the best-practice, but 
of being behind it by many years and 
intermediate stages. 11 The problem is of 
overhauling delayed too long. Some form 
of equipment-replacement programme had 
thus become imperative in the 1980s, and 
remains so in many mills. 

The relevant technological problem for a 
1990s mill is having to replace shuttle-looms 
with an airjel or projectile, seemingly the 
most preferred in India of the four major 
types at work globally: aiijet, wateijet (which 
is not suited for sized cotton yam, but have 
been installed in large silk factories), the 
rapier, and an automatic shuttle loom. The 
decision to replace a shuttle loom with an 
airjet, however, is many-sided. The airjet 
enables more standardisation, but perhaps 
greater specialisation to better utilise 
capacity. Both these conditions - the switch 
to a quality-sensitive market, and full 
utilisation - imply market-targeting. A mill 
operating on shuttleless looms is far removed 
from the historical prototype of cotton mills 
in India, making a diverse menu of garments 
and fabrics, from yarns of 6s to 120s counts. 
In turn, market-targeting involves shifts in 
distribution/tradc networks, from the 
wholesale cloth markets to contractors in 
specific market-channels that cater to 
identifiable customers. In short, both 
production and sale moves away from 
‘generic* to 'dedicated* lines. 12 The close 
correlation between exports and new looms 
arises because labric exports to the developed 
economies presuppose (a) large market - 
segments, (b) targeted markets, (c) contracts 
and franchise, and (d) compliance with 
quality in the senses in which fabric quality 


to understood." interestingly, all four 
conditions characterise branded garments 
for the richer consumers inside the country. 
This fact suggests that exports and branded 
garments arc likely toexpand simultaneously, 
converge at many points, and served by, for 
the time being at least, a relatively small 
number of manufacturers. 

Spinning modernisation can be driven by 
improved looms because higher speed 
requires hardier yam. But, it can also be 
induced by preferences in the yam export 
market. There is, therefore, no fixed sequence 
in which the two phases of modernisation 
tend to happen. In general, spinning has 
changed sooner in India, and yam exports 
risen earlier than fabrics, because the former 
is a less expensive process. Finishing 
processes also need to change as a result of 
shuttleless looms, because the output, being 
destined for branded markets, tend to be 
more intensive in finishing. 

Can saving on labour-costs alone induce 
installation of airjet looms? I examined the 
question by comparing four stylised 
technological-institutional configurations: an 
old mill on shuttlelooms; a powerloom shop 
on shuttlelooms, the difference being in 
wages; a mill on automated shuttlelooms; 
and a mill on aiijet. The conclusions from 
a comparison of prices for a standard doth 
are: (a) the old mill implies uniformly higher 
prices, (b) powerlooms are nearly price- 
compctitivc to automated or airjet looms, 


Table V Market-Sharks in Exports, 1993-94 



Mill 

Powerloom 

Hnndloom 

Fabric 

b Rs 

9.5 

9.3 

28 

m metres 

415 

620 


Percentage 

419 

43 1 

13 0 

Apparel 

b Rs 

3 3 

9 5 

106 

m metre 

equivalent 

716 



Percentage 

14 4 

41.4 

44.2 

Total 

b Rs 

128 

18.8 

13,4 

Percentage 

28.7 

42 3 

29.0 


Notes: Row percentages odd to 100. 


Table 4: Market-Shares. Production of Cloth (Quantity) 

(Percentages, rows add to 100) 




Cotton 



Blended 



Total 



M 

P 

H 

K 

M 

P 

H 

K 

M 

P 

H 

K 

1988-89 

15 

42 

29 

14 

34 

59 

1 

6 

14 

55 

20 

11 

1989-90 

14 

43 

28 

16 

31 

63 

0 

6 

13 

56 

19 

12 

1990-91 

12 

45 

27 

16 

29 

66 

0 

5 

11 

58 

19 

12 

1991-92 

11 

44 

28 

17 

26 

70 

0 

4 

H 

59 

18 

13 

1992-93 

9 

45 

29 

18 

20 

74 

0 

7 

8 

58 

21 

13 

1993-94 

8 

45 

29 

18 

18 

76 

0 

6 

8 

59 

21 

13 

1994-95 

7 

45 

29 

19 

17 

78 

0 

5 

7 

59 

21 

13 


Note v M = Mills, P * Powerlooms, H = Handlooms, K = Knirwcar 


Sourt v • Set* Table 2. and references at the end of the article. The table shows only the last seven years 
because from 1988-89 the series was revised, apparendy to include more uccurate data on hank 
yarn consumption. 1994-95 figures are 'anticipated'.. 
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prothxttiOT.This sefmm.btaiK^ 
is at the moment so highly concentrated that 
it would not be wrong to say that the largest 
mills are veritably creating this market 
Of the two tendencies, only export* 
inducement is somewhat measurable. Since 
more mills than ever before arc trying to 
raise this share, exports can be taken as the 
most important inducement, on the demand 
side, for investment. Nevertheless, it is a 
costly reorientation. The mills who are well 
on their way to implementing it are more 
numerous than a decade ago. hut few in 
relation to the loomage and employment 
locked up in the bankrupt mills. Out of 281 
composite mills, of which 176 are in 
operation. 11 top corporate exporters between 
them accounted for one-twentieth of weaving 
capacity. 1,n but one-fifth of production. Of 
the 91 companies included in the consolidated 
industry balance sheet of BSE, these )l 
accounted for one-third of profits or di vtdend 
payments, well over half of sales. Their 
share in total mill exports in 1992-93 was 
over two-thirds, only four of them accounted 
for half of exports. Correlated with such 
concentration, the share of these ! I mills in 


(c) airjet is uniformly superioi to an old 
mill, hut the difference between an airjet and 
a faster shuttle loom is too narrow, and the 
indilfcrencc-band too wide, to generalise. If 
the assumption of equal capital cost between 
sectors is relaxed, and capital cost rises 
exponentially with the size of required funds, 
for after all capital is scarce, the marginal 
advantages enjoyed by faster looms will 
quickly disappear. Further, since 
modernisation is usually a package, actual 
investments may be a nsing function of 
loom-cost. 14 

The basic conclusion is a fairly robust one. 
Modernisation is essential in mills which 
utilise equipments much too behind the best 
practice, but the best practice itself is only 
precariously better than the low-wage 
shuttleloom factories, mainly on account of 
high cost of capital." Modernisation to 
recreate competitiveness, in other words 
implies not only an increasingly bipolar 
distribution of firms against average fixed 
investments, it might also at the same time 
imply a search for markets where a premium 
for the better quality rctumedby faster looms 
can be recovered. It is this tie-up between 
technology and consumption which has 
induced the profitable mills to depart from 
convention at several fronts while raising 
investment rates. 

1 divide the resultant strategy into three 
aspects: fa) technology and investment, 
(b) product-lines and marketing system, 
fc) labour and location policy, and 

(d) finance and timing. It must be mentioned 
at the outset that there are great variations 
between profitable mills in all respects, but 
there are also broad overlaps. 


TECHNOLOGY AND INVESTMENT 

According to ASI data, investment < gross 
fixed capital formation) in the mills as a 
whole was about 30 per cent of value added 
in the three years preceding the textile strike 
m 1982, improved to about 50 in 1983-86. 
to over 60 in 1987-90, and has exceeded 100 
in 1991-2. The most expensive modernisation 
has taken place in mills which arc trying to 
expand export-share in sales, and trying to 
entrench themselves in a segment of domestic 
market quite removed from the old lines of 


investments has been about half that of 
industry (91 companies. BSE sample). 
Table 7 shows the relative position of these 
mills in the industry. 

Firms which have significantly modernised 
display some features consistent with the 
generalisations drawn in the sections above 
about induction of new technology. The 
most important are: (aj sequential and 
staggered modernisation, (b) specialisation 
and alteration in product-mix. (c) systematic 
differences based on firm-size, (d) down¬ 
sizing. and tel timing investments with 


Tabel 6 Miu.-Powt-.Rt.mM Re i.ati vr Economy. 1981-92 



Price-Ratio 

Colton 

Real Unit 
Value 
Ratio, 
Export 

Wage- 

Ratio 

Product¬ 

ivity 

Ratio 

Investment-Rate 
(PerCent) 

Average Size 

Home 

Export 

Mill 

Power 

Mill 

Power ! 

i 

1981-82 

1000 

100 0 

139 1 

2 3| 

2 09 

44 6 

16 3 

536 

17 i 

1982-83 

108 9 

112.1 

I4.V2 






\ 

1983-84 

106 8 

116 1 

151 2 

2 39 

2 10 

6.2 

36.2 

584 

17 

1984-85 

107 2 

% 1 

124.7 

242 

0.85 

64.8 

7.2 

503 

16 ! 

1985-86 

116 6 

103.2 

123 2 

2 53 

I 29 

83 7 

26 6 

439 

16 ! 

1986-87 

1136 

102.8 

123 8 

264 

1 48 

51.5 

24 6 

430 

16.5 j 

1987 88 

109 4 

96 7 

123 1 

2.65 

1.35 

69 0 

30.5 

402 

18 

1988-89 

103 2 

103 I 

139 | 

2 33 

1.49 

59.6 

91.6 

378 

16 

1989-90 

95 9 

91 2 

132.9 

2 40 

2 26 

51 1 


383 

19 1 

1990-91 

89 9 

100.3 

155.3 

2.34 

2.55 

65.1 

22 4 

360 

17 

1991-92 

92 8 

107.1 

160.6 

2 37 

1.34 

106.6 

41.3 

330 

17 

1992-93 

87.9 

112.5 

178.2 







1*93-94 


128.2 









Notts: All nuios have mill-figures in numerator Cotton prices are WPt (for home), and unit-vaitt 
(forexport). Export unit-values were extrapolated for 1990-92 based on adjacent-year values] 
Real tntt value ratio is a ratio of each sector's export unit-value in cotton deflated by I 
sector's WPI in cotton, in percentages. Investment-rates are gross fixed capital formation l 
percentage of value added Wage-ratio takes wage per worker, productivity value added % 
worker, average size shows worker per factory. Value added is calculated as wages ] 
profits 

Sources : For all price data see Notes to Table I. AH operational data from ASI, Factories Sector. 
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f^mamt ttiaiicet ifiovcnicflis as fihRbcial 
Strategy. Tte 

: on (a)-(d). Finance will be taken up further 
on. 

Based on descriptive reports, a typical 
modernisation package for a medium-sized 
mill consists of the following installations: 
in spinning preparatory department, high¬ 
speed cards, combers, speed frames, and 
draw-frames, essential both to improve the 
quality of the fibre and for efficient fibre¬ 
blending; in spinning, high speed ringframes; 
in weaving-preparatory, autoconers; in 
weaving, airjet looms; and in finishing a 
variety of new and upgraded equipments. 
Inter-mill variations can be seen most clearly 
in at least three respects. The first is the 
source of machinery, imported or domestic. 
In spinning preparatory, ring-frames, and 
weaving-preparatory, it could be said that 
domestic capability has upgraded 
sufficiently. But in weaving, capacity, if not 
capability, does not seem to be adequate. 
The second is the extent of installation of 
open-end spinning systems. This is more 
variable, because of costs, and probably 
because, in finer counts, the advantages of 
open-end against ring are not decisive. Open- 
end spinning typically appears in the largest 
mills, and in the export-oriented pure 
spinning mills, but even here its diffusion 
is uneven. And third, weaving presents 
several contrasts, ft is a more recent 
modernisation. The nature and timing of 
loom-rcpl.ii/cmcnt have been variable by 
mill size. Domestic capability in shuttleless 
looms is as yet limited, so that equipments 
are as a rule imported. And finally, the cost 
of shuttleless looms ensure that only mills 
with secure finances can access them. 

In scale and timing, theic are notable 
differences between larger and smaller mills. 
In the former, modernisation has been 
broader, costlier, and more prolonged. 
Bombay Dyeing leads the few mills that re¬ 
equipped steadily, and was one of the earliest 
in India to operate on shuttleless looms. In 
general, investments peaked in the mid- 
1980s, and in some cases had begun earlier. 
The mid-1980s indeed was a time when 
some big mills tended to diversify both away 
and within textiles. Century, Standard, Bharat 
Vijay, Bombay Dyeing, are examples of the 
former. But new investments returned to 
textiles in the next few years, and reached 
a second peak in 1992-93. In both peaks, 
re-equipment has been correlated with, in 
some cases dictated by. diversifications. 

Despite economies of scale, mills arc not 
just replacing old equipment, butdownsizing 
in the aggregate (see Table 6, penultimate 
column, for employment, and further on for 
looms). There are three possible factors 
behind downsizing; (a) reorientation of 
^market renders part of the old capacity 
^ibduiuiant, (b) the enormous fixed costs of 
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and indirectly by raising risks, ah 
encouragement to reduce capacity, and 
(c) one of the ways higher capital-intensity 
does so is by means of the high opportunity 
cost of space in the heart of the big cities, 
where the oldest textile mills have their 
plants, together with the fact that the new 
looms use more shopfloor space than old 
looms. At the level of the industry, the 
strategic loom-scrapping in the modernising 
mills combine with scrapping due to enforced 
idleness. Between 1990 and 1993, 20,400 
shuttle looms have been scrapped, and about 
1,150 shuttleless looms have been installed. 
The approximate productivity ratio is 1:4. 
The percentage of shuttleless has of course 
gone up. but neither is the absolute rise 
dramatic, nor has it compensated for the 
capacity lost. This process has been taking 
place from the mid-1980s, but accelerated 
of late. 

Observe, however, that investment rates 
have improved in the powerloom factories 
as well, in the late 1980s (Table 6). Does 
this reflect (a) misclassification of new 
corporate entrants in weaving?; or (b) that 
some of the powcrlooms may be expanding 
to be able to compete in the mill enclaves?; 
or (c) that subcontracting between 
modernised mills and powerlooms still exists, 
but involves reequipment of the powerloom 
shop?; or (d) that export of generic fabrics 
too, which many powerlooms do export, 
calls for reequipment? None is implausible, 
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as powerlooms are in (act targe factories 
with sufficient experience in the industry. 
But it is hard to generalise on this point 
without a survey, official data fail to make 
distinctions within the powerloom sector. 

Product and Marketing 

The mills typically describe their 
diversification as a move towards ‘high- 
value-added’ fabrics. This being a catch-all 
term, I try to give some specific examples 
of new product-lines. In formal wear, there 
has probably been a shift from women's to 
men’s garments, and within it, from cotton 
to blended fibres. Blends, for solid technical 
reasons earlier mentioned, have been popular 
with the mills. There is. further, a shift from 
grey cloth to finished cloth, a different finish, 
and therefore, investment in in-house 
processing. Cotton usage, however, has 
revived via a new casual-wear market, which 
once again, induces a shift from grey to 
finished cloth, and a shift from low to higher 
counts. Another field has been, cloths 
involvingdifferent weaves, like various kinds 
of twills such as drills, denims or corduroys. 
Yet another is wider-width fabrics. Typically, 
the above represent markets where entry is 
difficult, and competition is on quality 
represented by trade marks. 

A move out of generic products and into 
branded ones implies a parallel move in 
marketing. In the home-market, this has 


Table 7; Major Exporters in Relation to the Mill Sector 



Industry 

11 Mills 

(Per Cent of Industry) 

4 Mills 

(Per Cent of Industry) 

Capacity. 91-92 




Spindles (m) 

27.3 

1.45 (5.3) 

0 5(1.8) 

Looms 

1,68.000 

12,774 (8 7) 

5.370 (3.2) 

Production. 92-93 im m) 

1.990 

548(27 5) 

192.8 (9.7) 

Sales, 92-93 (b Rs) 

68.3 

38 8 (56 8) 

19 9(42.2) 

Export, 92-93 (b Rs) 

11.3 

7.9 (70.1) 

5 7(50.1) 

Export/Sales (per cent) 

16.5 

20.4 

28.4 

Profitability. 92-93 




Per cent of industry 




Gross profits 


27.1 

17.2 

Net profits 


42.05 

28.0 

Dividend payments 


36.3 

25.8 

Per cent of sales 




Gross profit 

26.8 

12.8 

15.8 

Net profit 

6.4 

4.7 

6.1 

Dividend/Net profit 

36.9 

36.9 

34.0 

Investment. 92-93 




Per cent of industry 


54.0 

34.5 

Investment/sales (per cent) 

9.9 

8.5 

11.8 

Range 


0.15-10.8 

3.0-11.2 


Notes: I The group includes publicly owned mills which consistently earned profits, and reported 
export figures, in BSE Official Directory. This is not a random sample, but should cover a 
substantial part of the profitable mill sector The mills are: Aivind (Ahmedabad), Standard. 
MoraijeeGoculdas. Bombay Dyeing, Century, Hindoostan. Jamshn Ranjitsinghji (Sholapur), 
Ruby, Coats (Bangalore), Simplex, Rajasthan (Banswara/Delhi). Except where otherwise 
indicated, all are in Bombay. 

2 The last row. range in investment-sales ratio, excludes Arvind Mills, an oudier. 

3 Production refers to about 180 units that constitute the mill sector, all financial data refer to 
the 90 odd mills whose aggregated accounts appear in the BSE source. 
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wholesale cloth market of Bombay, towards 
multiplccontracts with what mills call ‘semi- 
wholesalers’ in different towns, and for the 
better-off mills, establishment of exclusive 
outlets. This tendency was initiated by the 
1982-83 strike, when powertoom cloth 
entrenched itself in the Bombay market. 
Export is a different case. During the 1980s, 
several reviving mills reported indirect 
exports, or sale of fabrics to garment 
exporters. This continues, but has been 
supplemented by direct export of fabrics and 
garments. Without a survey, it would be 
hard to generalise whether direct export is 
dominated by consuming country agents, 
wholesellers/warchousc/storcs purchases, 
suppliers’ agents/marketing-officcs abroad 
or specific contracts with global brands. All 
four exist, and several mills which began 
with consuming country agents seem to be 
planning for own offices. Direct exports 
have of late been trying to reorient from 
quota to non-quota markets, but here again 
there are variations between mills. 

Omi-.R Aspects 

Several profitable mills have established 
new units far away Irom Bombay. and/or arc 
trying to revive ailing mills, purchased or 
belonging to the group, in remise locations. 
The tendency implies the critical role played 
by costs of infrastructure and urban charges 
m (he profitability ol the old composite 
mills.* 1 Any sustained modernisation 
involves restructuring the labour force. This 
aspect, in some sense the most important, 
is the hardest to comment on, because none 
ol the usual sources of information including 
press-reports seem willing or able to comment 
on labour. Nevertheless, informal dialogues 
suggest a few generalisations. How did 
profitable mills shed redundant labour? It is 
well known in Bombay that most mills 
reopened after the 1982-83 strike with 
considerably reduced labour force. This was 
facilitated by several factors, mainly the fact 
that the strike ended in a disorganised chaos, 
rather than a planned, negotiated withdrawal. 
It is also evident that barganmg-process 
partially decentralised into mill-level, 
informally if not formally, after the strike. 
What difference did this, and modernisation, 
make to contracts? Judging by the result, 
negotiations on productivity became more 
frequent. In principle, one should expect 
some amount of retraining, efficiency-wage, 
investment in workers, and hence a tendency 
towards employment of stable rather than 
temporary workforce in departments where 
new equipments are installed. This seems to 
have happened, but simultaneously with 
temporary and casual employment in other 
departments. The other side of creating a 
core skilled workforce is an effective 


. repo^ suggest die ; 

existence of VRS in several mills, but 
seemingly more successful with managerial 
than shopfloor cadre. One must admit, 
however, a complete lack of good dam on 
any of these subjects. 1,1 

Finance and Timing 

We shall argue in this section that, 
consistent with what one would expect in 
a capital-scarce economy, investments have 
not been very well-planned, but been 
sensitive to supply of funds. Textile 
modernisation loan was, in the latter half of 
the 1980$, treated as a priority by financial 
institutions under a special fund, marginally 
subsidised. 1986-87 did see new investment, 
in the larger mills. By a rule of thumb, the 
sums disbursed under this scheme 
(approximately Rs 100-150 m a year on 
average) might be one-third to half of the 
average annual spending of the proti tabic 
mills, but very small relative to the needs 
of the industry. Apart from that, loans by 
themselves cannot meet demand for finance, 
for there are bmits to which the debt-equity 
ratio can be stretched in a high-cost credit 
market. Also, it is neither possible nor fair 
to expect institutions to be generous to a 
weaker segment in a tightly rationed money 
market. Therefore, episodes of investment 
boom have had to coincide with ease in the 
money market. 

Before 1 elaborate that point, let us also 
observe that, it access to funds is 
hypothesized u> vary by size, one would 
expect a correlation between investment and 
firm-size In tact, between profitable mills, 


Wflfc ormvestmert it strongly 
with net sales, with r 2 around 0.7. Giventtot' 
a part of this investment went into 
modernisation, and not routine depreciation, 
and that size of investment might be 
correlated with quality of machinery, it it 
possible to suggest that access to finance 
favours larger size. More directly, investment 
rates (investment-sales ratio) are also 
correlated with size for the 1990s boom, 
thougli the fa of this correlation (r’ .3, 
variables in logs) is not strong enough to 
assert:»relationship. These results are based 
only on the accounts of the profitable mills 
in the BSE Directory, they exclude the 
depressed segment which is likely to be 
dominated by smaller firm-size measured in 
sales. 

The timing and scale-effects are jointly 
observed in Figure 2, which present the 
investment series by three size-groups in 
which the BSE sample roughly cluster 
around: the big 4. or mills with annual net 
sales in the range Rs. 4-5 b; the medium 3. 
companies with sales Rs 1.5-2 b; and small 
9, those with sales less than Rs l b. The graph 
shows that investments in the large mills 
have been consistent ly high and accelerating. 
For example, Bombay Dyeing’s 
modernisation involved over a decade; and 
Arvmd's involved sustained high rates over 
seven to eight years However, both 
companies also responded to the two discrete 
booms Further, there is a leader-follower 
lag between large, medium and small firms, 
revealed in the successive occurrence of 
their investment peaks. The mid-1980s boom 
was weak for the medium-sized, and weaker 
still for the smaller mills. 


Table 8: Financing or Invlstmlnts. 1985-87 1991-93 

{Value in Rs m) 


Investment 

Long-Term Loans 

Equity 

Debenture 

Profit Retained 

Depreciation 

Btg4 

1985 87 2116 

663 

8^ 

205 

387 

560 


(33.6) 

(4 2) 

(10 4) 

(19.6) 

(28 4) 

199193 6395 

1767 

668 

3564 

2188 

1805 


(31.3) 

(119) 

(63.2) 

(38 8) 

(32.0) 

Medium 4 

1985-*7 141 

40 

0 

37 

15 

39 


(2*0) 

(0 0) 

(25.9) 

(10.5) 

(27.3) 

1991-91 516 

187 

31 

-5 

190 

312 


(36.2) 

(6.0) 

(-1.0) 

(36.8) 

(60.5) 

Smaller 9 

1985-87. 88 

20 

0 

20 

-11.5 

44 


(22.7) 

(0.0) 

(22.7) 

(-13 1) 

(50.0) 

1991-93 678 

394 

172 

749.5 

219 

239 


(58 1) 

(25.4) 

(110.5) 

(32 3) 

(35.3) 


Note I Each source expressed as percentage of investment in brackets. Totals do not necessarily ack 
to hundred 


2 Investment is measured as net change in ‘plant and machinery \ from balance sheet. Profit 
retained and depreciation allowance are flows from (he P-L account. Loans, equity afM 
debentures are net changes from balance sheet. 

3 Of the 11 mills cited under Table 7, one Ls excluded here for being too diversified. With 1h 
rest, in all of which textiles form the core activity, this table includes Arvind Polycot. Phocnw 
Swadeshi. Victoria. Laxmi, Maneklal Harilal, and Pirsunal. Some of the smaller compamc 
have been intermittently profitable. 
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h ^As thc coincidence between good 
mertcetandfhianceboom in the 1950s, which 
gave a decisive push to modernisation in the 
small-sized mills. To see the difference 
between the two booms, it is necessary to 
introduce patterns of investment finance. 
Five sources are distinguished: net change 
in long-term loans, net change in equity, net 
change in debenture, profit retained, and 
depreciation allowances. Since investment 
as well as financing plans stretch over several 
years. Table 8, which reports the results, 
shows only the aggregates for two-three 
years in the course of an investment boom, 
nearly all of which years yield outliers for 
one or more of the variables. Even so, net 
finances secured may not fully exhaust net 
investment, but be only correlated with it. 
Stretches of time, rather than annual data, 
are important for another reason. Sources of 
finance are strategically related, so that their 
dynamics are not strictly separable. For 
example, large increases in long-term loans 
and debentures, which have fixed pay-back 
periods not quite negotiable by the firm, tend 
to be followed by large net contraction, 
seemingly financed by increases in some 
other more flexible and inexpensive sources. 
In the typical instance during the 1990s 
boom, equity seems to be routinely used to 
retire debts. Over a stretch of time, these 
dynamics more or less resolve themselves, 
leaving us with a better idea about which 
sources dominated investments in the net. 

The Table 8 shows that (a) both the 
„ investment booms involved large net changes 
in all the sources, and thus, an integrated 
financing strategy, (b) use of internal sources, 
profits and depreciation, is substantial in 
both episodes, (c) reliance on the capital 
market, especially debentures, was strong 
for the four largest firms, during both peaks, 
and (d) relatively, the capital market became 
a major source for the smaller mills in the 
second. In fact, in the 1990s, nearly every 
profitable smaller mill expanded capital. 
Together, the findings reinforce three points 
that relate to the general arguments in the 
paper: short-term profitability is important 
for investments, large mills have generally 
better access to cheaper finance, and that 
times of excess supply of funds have 
excessive influence on investment rates. 

! That much investments coincided with 
one such episode of excess supply is of 
considerable interest. The greater equity 
finance cannot be seen as determined by the 
demand for finance, for investments were 
delayed in most cases until the early 1990s. 
$€$ides. even in those instances where 
$bb$tantial internal funds could be raised, 
equity-base expanded anyway, which 
4&mmgly enabled easier retirement of debt. 
What seems to have happened in 1991-93 
was the coincidence of three factors: an 
$fti(§ependem capital market boom, the 


staggering off Ac ptoceu, 

and good profitability for about three years. 
The 1992 capital market boom, much 
maligned by opponents of financial 
liberalisation, had a strong positive 
externality, it channelled a part of the excess 
supply of funds into productive investments 
which are ordinarily perceived as high risk 
by the small investor. Cotton mill stocks as 
a rule are not coveted even at best of times, 
partly reflecting the genuine risks associated 
with the cotton prices. It needed a speculative 
surge to enable or facilitate delayed 
investments, which can be an enormous 
burden for a mill of average size. But having 
said that, speculations are undoubtedly a 
costly means to raise funds. Even for sectors 
which benefit, it implies a tendency to grab 
money when the going is good, and possibly 
some wastage therealter. Redeployment of 
internally generated funds in modernisation, 
therefore, must remain the best hope. 

What difference has modernisation made 
to financial performance? Broadly, the share 
of wages in costs is lower on average in the 
1990s, in all groups of mills, than in 1983- 
85. The fall has been significant in the big 
mills, wich started from higher wage- 
component and have been at least a decade 
into overhauling. In the others, a mild decline 
has occurred only after 1987. All groups of 
mills, on the other hand, have experienced 
steady rise in the proportion of interest 
costs. 

VI 

An Assessment 

The transition in the Indian mill industry 
displays some, though not all, the 
characteristic features of textile restructuring 
under pressure from low-wage suppliers 
These features, seen in Europe in the 
1960s and especially between the oil-shocks, 
and in east Asia in the 1980s, include 

(a) modernisation of fabric manufacture. 

(b) concentration induced by investments, 
and to meet environmental regulations, 

(c) concentration intensified by desire or 
enforced choice of high leverage, (d) closer 
contacts between textiles and apparel, fashion 
industries, occasionally forward integration, 
(e) reliance on large retailers, (0 closer 
collaboration between government and 
industry, (g) internationalisation via FDI 
and contractual arrangements, and (h) 
changes in demographic profile of workers, 
towards younger, more female, and more 
diverse work-force. These features, of course, 
appear in varying extent between regions 
and countries. 19 The Indian transition, 
however, raises some specific issues, mainly 
because the industrial context and resource- 
endowments in India are quite different from 
that in Europe or east Asia. Besides, it is 
an ongoing change, and much of what we 



Given these qualiftcoik^ 
to see what the foregoing might mean in the 
medium-term, for the industry, and for 
industrialisation. Towards that goat 1 
highlight, first, some positive features of the 
transition, which seem to make new invest¬ 
ments desirable, inevitable and sustainable; 
and second, some negative features which 
might make the transition unstable or 
restricted. 

Positive Aspects 

At the heart of the transition is a market- 
rcsurgcncc in cotton cloth, and in cotton 
India has a secure long-term comparative 
advantage. The return of cotton has occurred 
in exports, but interestingly, in the home 
market as well from the early-1990s, which 
is sinking because it cannot be explained 
either by purchasing power or by price- 
ratios, and must be seen as induced by 
preferences, and in turn, by the new capacity 
created by apparel exports. It is premature 
to say whether the trend will sustain intense 
pressures on cotton price. What will sustain 
is the new capacity, the expanded choice for 
the consumers, and a convergence between 
exports and home markets. That the two can 
converge in the course of rising export- 
participation, is an important generalisation, 
and has been illustrated in other contexts, 70 
but rather neglected in developmental 
discourse beset by a tong habit ot seeing an 
either/or choice between the two. The 
convergence may make new investment less 
risky. For it is easier for weaker entrants into 
modernisation to operate and access the home 
market than the export market. 

The mills that have gamed from market- 
resurgence are few. But their experience 
suggests that, the market perhaps holds out 
better promise for the solution of one of the 
most serious problems created by industrial 
transition, depressed industry, which 
institutions have largely been unable to 
resolve. That, however, requires 
modernisation, and the latteris neither cheap, 
nor a magical formula, but one ingredient 
in an integrated strategy. Other 
complementary inputs, managerial talent or 
just the will to perform, still seem in short 
supply 

A third positive feature is that the century- 
old character of inefficiency of Indian mills 
seems to be ending. Recent technical change 
can be interpreted in alternative ways. A 
‘neoclassical’ explanation would stress on 
wage-disparity, as the factor that forced 
investments, while trade-liberalisation 
reduced some of the costs ot investment. 
Alternatively, it can be argued that trade- 
liberalisation created access toanew product, 
high-quality cloth, in which India has a 
comparative advantage, and in which 
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interpretation signifies a departure from the 
dominant paradigm of growth for many 
decades, based on surplus labour and fixed 
wages, or the so-called ‘classical’ Lewisian 
trajectory. The great example of this 
trajectory is the powerloom sweatshop, and 
the older-vintage mills. From this, there is 
movement towards a scenario which in 
principle promises higher wages, trained 
labour, and higher rates of wage-increase, 
and of savings and investment. 

We must also observe that this has been 
patently a trade-induced move towards 
industrial maturity, and calls for a fresh look 
at the literature relating trade and industrial 
capability. Empirical works on revealed 
comparative advantage suggest why trade 
induces diversification: accumulation of 
capital - human and physical - can drive 
developing countries towards capital- 
intensive exports, in the absence of policy- 
distortions. 71 In particular, it is possible to 
sec a sequence whereby a land-labour- 
abundant developing country starts by 
exporting resources, switches to export of 
labour-intensive manufactures (with 
exhaustion of resources, and/or increased 
savings and knowledge of alternative 
opportunities), further switching to capital- 
intensive industry (with exhaustion of surplus 
labour, and/or further increases in savings 
and knowledge). The switch from the second 
to the third stage is significant in several 
disciplines: in growth theory as a transition 
trom Lewisian to neoclassical model, in 
trade as an evolution of dynamic comparative 
advantage, in economic history as transition 
from ’extensive’ to ’intensive* growth. 

The centrality of textiles in industrialisation 
deri ves from the facts that (a) fibres constitute 
a basic industry irrespective of stages ot 
development, and therefore, (b) textiles can 
mirror the above process of industrial 
maturity particularly well. To integrate 
textiles into the above story, wc need to 
distinguish three types of revealed 
comparative advantages in textiles: raw 
cotton, ‘generic* apparels/intermcdiates/ 
machinery, ‘high-quality’ apparels/ 
intermediates/machinery. Roughly, the 
distinction is, the former implies cloth 
markets which arc relatively price-sensitive, 
and the latter markets which are quality- 
sensitive. Factor-substitutions can, under a 
realistic spread of wage-rental ratio, leave 
pnccs invariant. But rarely do they leave 
quality invariant. 37 Or, price-sensitive 
markets offer wide choice of techniques, but 
the quality sensitive markets offer few 
options. In general, the way ‘high quality’ 
** understood in the world today, 
intermediates and machinery in that class 
must necessarily be highly capital-intensive, 
; md fashion garments intensive in skilled 
labour and information technology. 


' *' : forti* f»eUror decades, the industrial 
economies retreated tom generic goods, 
east Asian NICs too did so, but after an initial 
accumulation based on generic goods, 
leaving more space in generic goods to newer 
developing country textile producers. 7 ' Not 
all of the latter, however, are well-placed to 
make it to the third stage. India is well- 
placed in certain respects. What I wanted to 
demonstrate in this paper was the attempt 
by this old cloth-maker to now enter the third 
stage, from competitiveness in generic 
apparels to one in high-quality intermediates 
I must clanfy. India is not yet a ‘high- 
quality’ supplier in the world market. By and 
large. Indian cloth exports, and especially 
large exports to the developing countries, 
are still of low-middling quality. But the 
tendency to improve and diversify is 
undoubtedly stronger in the 1990s than m 
the previous decade. 

Costs 

Bui is this path consistent with relative 
factor-endowments? Note that it is highly 
capital-intensive, and in an aggregate sense, 
neither is capital abundant nor labour scarce 
in India yet Take labour first. A standard 
argument against corporate restructuring in 
India has been that it tends to shed labour. 
This view blinds itself to the facts that, 
(a) often restructuring is the survival 
response to unregulated labour markets 
elsewhere, (b) it is essential for accessing 
segments of the world market, and (c) it is 
essential to generate investment funds. 
Applying a single rule, employment- 
intensity, to judge all kinds of firms is self- 
defeating 

Take capital and material inputs next. If 
by ‘capital' we mean many textile specific 
resources - mill premises, human capital, 
networks, contacts, brand-names, etc - then 
yes, the transition does use a resource in 
which India has an undoubted advantage. 
Bunt capital' means finance, the transition 
has some costs Finance is both rationed and 
expensive in India, cotton textiles is not a 
strong candidate in the money market in the 
best of limes, and loom-modernisation is an 
extremely costly process. High cost of capital, 
risk, and requirements, have made 
investment financing dependent on internal 
tunds and short-term profits, dependent on 
money market cycles, and disproportionately 
easier for the bigger mills which have better 
access to both internal and external funds. 

The resultant process of survival of the 
fittest has been described in terms such as 
‘oligopoly' in the mid-1980s discourse 
(example ■Chandrasekhar 1984]. But that 
would be a wrong choice of terms. The 
ability of a lew to modernize and survive 
makes little difference to market-structure. 
The Indian transition creates but a ripple in 


and in the home market, with or without 
diversification, mills must tread in fear of 
powerlooms. In other words, the threat of 
entry—from large weaving factories, from 
revived mills, producers abroad - is always 
so high that it is difficult to say offhand 
whether and how the number of firms matters 
in any class of goods. What has happened 
cannot be understood in terms of the 
dominance of large firms, but must be seen 
as a reflection of high input costs that tend 
to eliminate most organized sector firms. 
The composite mills are evidently suppty- 
constrained today. Strains in the cotton 
market, queues for machinery, the allegedly 
excessive charges paid for Bombay's 
stressed infrastructure, all display this feature. 
At the current yield which is low by global 
standards but improving, and at avenge 
levels of slocks. India has reached a state 
of excess demand for raw cotton. The months 
before the 1994 harvest witnessed a dramatic 
inflation, without either prccedingbad crops, 
or estimates for one. The factor that seems 
to work increasingly behind cotton prices 
is esti males of mill demand, which is growing 
at a faster rate than the ciop. and possibly 
cotton export prospects. In either case, it is 
the farmers' and ginners* rational 
expectations of prices that seem to fuel 
inflation, breaking with the pre-1987 price- 
dynamics wherein weather and pests 
determined cotton pnees. This is exactly 
how one would expect an efficient market 
to behave, no matter the mills’ outrage at 
the events of 1994. Paradoxically, reforms 
and accent on exports have weakened an old 
barrier to export of raw cotton, which does 
not necessarily mean actual exports, but a 
closing of the world and domestic prices of 
cotton, if this situation continues, several 
conclusions ot this study will need to be 
qualified very soon. T wo types of stabilising 
intervention, however, might take shape: 
import of cotton and staple fibres, and direct 
contracting between mills and cotton 
growers. How will this happen in practiced 
The picture at the moment is confused. The 
extent of contracting has apparently 
increased, but its form is variable betweer 
mills. By and large, the growers/ginners an 
too numerous to enable stable, long-term 
non-speculativc contracts to emerge. Hetta 
an industry demand for ’plantations’ statu; 
for cotton, so that mill tarms, professed!; 
on waste-lands, become possible. There i 
apparently one example of mill-farm ton 
Ahmcdabad. which may have som< 
demonstration effect on the issue. For tb 
time being, however, the issue seems to b 
stalled on political factors. 

Finally, and as an aside, I would Klee 4 
point out that the post-1985 transition ctiH 
for some adjustments in data-base on textile 
Internal changes seem to have gone so ft 
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information system that, precisely at the 
time when the most extensive changes are 
under way, the data-base offers little more 
than cliches. Let me briefly state the problem. 
The standard taxonomy of cloth weavers - 
mill, handloom and powerlooms - which 
had been the basis for regulating intersectoral 
competition, for collection and reporting of 
official statistics, and for both reasons, been 
an organising principle in discourses on 
textiles and textile policy, is becoming 
obsolete because of segmentation within the 
mills and the powerlooms. Market-shares 
data, in other words, are impossible to make 
sense of unless further segregation and more 
details are introduced. The most critical recent 
changes in cotton textiles have been firm- 
specific. Macro-economic changes have 
elicited responses which are essentially 
microeconomic. But this is precisely the 
element missing from nearly all available 
data-base on the industry. 


Conclusion 


11 _ 

measure la wage-sham in vahie added from 
accounting data, to be briefly referred further 
on. A yet third source is machine 
productivity surveys conducted by the 
Textile Research Associations. The first 
two indices strongly suggest a rise in labour 
productivity from the late 1980s in mill 
textiles. BTR A (1990), moreover, show that 
mill machine productivity index improved 
between 1978 and 1987. but the contrast 
between private and public sectors became 
more conspicuous. 

3 There are many studies which have 
investigated the effect of wage-disparity on 
choice of techniques in Indian cotton textiles. 
See Mazumdar (1984) for a formal treatment 
using segmented labour markets. 

4 On a review of intervention, sec Misra 
(1993). Technological stagnation has also 
been attributed ro demand for cotton, 
Khanna (1989). One prevalent scholarly 
position in the 1980s argued that operational 
efficiency, and not re-equipment, was the 
answer to the mills’ problem because (a) 
demand and wage-disparity were serious 


labour^Uptaciag and trade atop* mills 
’elitist*, see Shanbhag (1984). contribution* 
in Padaki and Shanbhag, cd» (1984) and 
Khanna (1989). 

5 Both features were noticed by perceptive 
scholars writing in the mid-1980s, especially 
C P Chandrasekhar (1984). 

6 On export of garments, see Chatteijec and 
Mohan <1993), and fCICI (1993), and on 
yam, Chaudhuri (1994), respectively. I am 
not aware of any study on the impact of 
liberalisation on textile machinery 
manufacture, which seems to have been 
complex and far-reaching. 

7 On the role of demand in industrial stagnation 
in the 1970s, see contributions in Nayyar, ed 
(1993). The main data-base in this debote has 
been the NSS, though sporadic references to 
per capita consumption of textiles can be 
found. 

8 See for on exercise and review of the literature 
on textile demand. Suryanarayano. Roy, and 
Parikh( 1993). Major earlier works on demand 
simulations were by Goswami (1990) and 
Murty (1983). 


To conclude, let me briefly connect up the 
major themes of this study. The study focused 
on a half-hearted revival in the composite 
mills sector. The revival, we argued, was 
initialed by good demand for cotton and 
blended cloth of better quality, and was 
aided by trade liberalisation which made 
investment in new capabilities easier. There 
is no apparent reason why the trend in demand 
should not sustain in future. However, to 
avail of its benefits requires inputs that are 
costly and in short supply. Given the 
accumulated weaknesses of the industry'* the 
,'' scenario in the corporate sector may continue 
to be one of a persistent shrinkage overall, 
but profitable survival of a few, unless 
interventions boldly address the constraints 
; on the supply side. 

Notes 

fThe article is the preliminary report of a larger, 
ongoing study. An earlier version was completed 
during a fellowship at the Institute of Social 
. Studies, The Hague, in mid-1995, and presented 
in a seminar at the institute. I would like to 
thank the participants, especially Prasannan 
Parthasarathi, Howard White, and Mark Wuyts, 
for comments and criticisms. I have been helped 
by, and/or had instructive discussions with Jairus 
Banaji, J U Beiani, R C Datta. Peter de Valk, 
P K Gothi. Vasantrao Hoshing, Uday Mehta, 
P Maqdoom, V Y Tamhane. Bagaram Tulpule, 
and Tushar Waghmare. Responsibility for the 
views expressed remains entirely mine.] 

1 See on an example from comparative history 
of technology, Otsuka, Ranis and Saxonhouse 
. 0988). 

:2 Several sets of measures on output/labour 
ratio in textiles can be generated to confirm 
this proposition. AS1 is the most direct 
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excluded* atf if handtoomt are excluded on 
the ground that they mainly manufacture 
apparels. 


10 The shift to the blends, authorised by a 
multifibre policy adopted inthe early-1980s - 
is a major theme in the 1980s scholarship and 
policy documents. See for example, 
Chandrasekhar (1984). India (1985), India 
<1990). 

11 Loom-vintage as it stood in the mid-1980s 
is a well known statistic, see for example, 
Khavrno (1989). 

12 The terms are borrowed from Salais and 
Storper (1992). as characteristics of types of 
'industrial world’. The senses in which these 
are used here overlap with that of Salis and 
Storper, but partially. 

13 This compliance is taken to the point where 
prospective buyers are said to insist on shuttle- 
less looms as a precondition for market-entry. 

14 This question canbe. and has been, examined, 
by using different methods, assumptions, and 
stylised alternatives. One general example of 
the method would be the following. If price 
per yard is defined by an average-cost pricing 
rule, and constant mark-up rales are assumed, 
price per yard of cloth varies with the average 
cost per yard, which can be expressed as 

\\h (P k (l+r) T ) + (ppm/ppi).w.I 
+ (ppro/ppi).m.pj/(ppm/ppi) 
where ppnv picks per minute, ppi: picks per 
inch, ppm/ppt: productivity of loom per 
machine-time, T: measure of machine-life, 
including obsolescence and depreciation. 
P t ‘ cost of loom, r: cost of capital, w wage 
rate,!: labour required per machine-time, m 
yam consumed per unit of cloth. p n pnee of 
yam. This is, needless to add, a simplified 
version of the method. It does not, forexample. 
adjust for machine stoppage as a source of 
productivity. Numbers for the crucial technical 
and product parameters can be assumed based 
on the impressive corpus of the Textile 
Research Associations on standard and actual 
productivity measurements. Value figures, 
like wages, can come from various sources 
of economic data. Given these numbers, and 
taking any two alternative loom-types, it is 
possible to obtain a linear relationship 
between price of loom and productivity 
(ppm) which leaves cloth price ratio unity. 
It is then possible to vary the assumptions, 
and see how sensitive the price-ratio is to 
the assumptions. This test is necessary 
because, in reality, parameter values can 
move quite a bit. Those results could be 
called robust where price-ratio changes, say 
by more than ± 10 per cent for a relatively 
small change in the assumptions. 

15 Similar conclusions were reached by earlier 
studies, see Garde and Shanbhag < 1984), and 
Dana (forthcoming). 

16 In loom numbers, unadjusted for differences 
between looms. 

17 See Mafatlal (1995). 

18 Dana (forthcoming) describes the terms of 
negotiation in one huge mill in Bombay 
following on modernisation. 

19 See* for overviews* Toyne (1984), UNIDO 
(1988k Kim (1993). 
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Cawthome (1995)* p SO. 

21 See, for one example, Bahssa (1979). Pure 
theory of trade and development, by contrast, 
is less interested in diversification, and mainl y 
deals with price-rather than accumulation- 
effects. This is an area where a range of 
special models with contradictory outcomes 
co-exist, though more general treatments, like 
Findlay's depiction of an 'open dual 
economy', can be used to infer answers to the 
above question. On this (pp 218-21), and for 
a survey of trade in development, see Findlay 


(1984). 


22 Cotton yarn of similar fineness can be woven 
on looms of 1950s vintage or of the 1990s 
vintage to produce cloths similarly-priced, 
but the market could as a rule distinguish 
them hy quality. This happens because looms 
of different vintage imply short or long 
production runs, more or less breakages, levels 
of integration of processes, complementary 
investment in processes, and in the case of 
integrated mills, usually more or less standard 
quality in the yam as well. 

23 Consequently, the trend in global trade- 
pattern m the recent decades display increas - 
mg infra-industry trade, see Anderson 
(1992). 
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Beyond Conventions 

New R and D and Its Organisational/Policy Implications 

Steve Onyeiwu 


The conventional perception of R and D as an activity whose main objective is the generation of new products 
and processes has influenced the ways in which R and D is currently conducted. For instance , more R and D is 
conducted in business enterprises than in public R and D institutes and universities; and R and D projects are assessed 
in terms of their potential economic returns rather than on 4 non-instrumental ’ criteria . R and D is much more than 
the generation of new products and processes. It is also a potent mechanism for exploiting and assimilating external 
knowledge. As a technological learning device , it enables firms to keep track of developments within an industry, 
and hence allows them to retain their core competencies. During periods of technological discontinuities . R and D 
enables firms to 'leapfrog * into new technological paradigms. This broader view of R and D has numerous 
organisational and policy implications. 


Conventional View of R and D 

IN the past, economists used to regard 
technological change as exogenous to the 
economic system - implying that policy 
cannot be used to influence the rate and 
direction of innovation and technical change. 
This belief discouraged the pursuit, by 
governments, of rigorous science and 
technology (S andT) policies. It also created 
an informal and unsystematic relationship 
between scientists and industry. However, 
the unproven assumption of the exogeneity 
of technology has now given way to a more 
activist policy toward technical change. With 
thischange of heart has come the recognition 
of research and development (R and D) as 
an institutional locus for technical change. 
Despite the centrality of the R and D function, 
there still appears to be misconceptions about 
its role, purpose and mission. There are 
subtle roles of R and D that have been taken 
for granted by R and D managers, corporate 
executives and governments. 

The traditional perception of R and D is 
that of an activity whose main objective is 
the creation of new products and processes. 
A more modern version of this conventional 
view is that R and D enhances productivity. 
For instance. Roll Pickarz, a senior staff 
associateof the National Science Foundation, 
observes that “today, many government 
actions are advocated to increase R and D; 
frequently, these actions are justified on the 
basis of the contribution of R and D to more 
rapid productivity growth" (1983:210). 

These instrumental conceptions of R and 
D have had a profound influcnceon the ways 
Rand D is currently conducted. For instance, 
because R and D is expected to generate new 
products and processes, more R and D is 
conducted in business enterprises than in 
public research institutes and universities. 
Table 1 shows the number of research units 
engaged in R and D in Japan between 1976 
and 1982. 


It can he seen, from Table I, that in 1982. 
about 90 per cent of research units engaged 
in R and D in Japan were located in business 
organisations, whereas only lOpercent were 
located in both research institutes and 
universities. Although the heavy reliance on 
in-house R and D allows firms to appropriate 
the returns from R and D, it also reduces 
the utilisation of the results from publicly- 
funded research institutes and universities. 
Since the products and processes generated 
by public R and D institutes arc not 
appropriable by individual firms, the 
tendency has been for firms to generate their 
own technologies, products and processes. 
For instance, a substantial proportion of 
technology (between 40 per cent and 60 per 
cent) is generated within firms, while 
technology from research institutes plays a 
marginal role [Pavitt 1985:5). 

The instrumental perception of R and D 
has also resulted in R and D units, both 
public and in-house, pursuing only 
commercially viable R and D endeavours. 
Within firms, R and D goals and priorities 
are set in the context of observable and 
quantifiable economic returns. It may well 
be that some R and D projects, which would 
have been undertaken on * non- instrumental ’ 
criteria, have been abandoned because they 
do not make economic sense. Public R and 
D institutes have been the hardest hit, for 
they tend to be solely judged by the number 
of patentable products and processes they 
generate. 

While some economists have demonstrated 
a relatively high economic return from 
government-funded R and D in agriculture, 
many others found a different result. For 
instance, studies by Ceorgc Eads, Stephen 
Enke, and Richard Nelson suggested that 
government funding was not necessary for 
large-scale technological development 
projects with commercial application 
[Piekarz 1983:213], To be sure, S and T 
policy based on these findings would tend 


to discourage increased funding for public 
R and D institutes and universities, whereas 
a different policy would have emerged if 
those studies had also considered non 
instrumental roles of R and D. 

The expectation that R and D must be 
commercially useful has also resulted in 
firms investing more in D than in R. The 
costs of innovation - excluding normal 
investment in plant and equipment - arc 
typical ly distributed as follows in most firms: 
research (R)« 10-20 per cent; development 
(D)=30-40 per cent; production engineering 
(PE) = 30-40 per cent; market launch (M) 
= 10-20 per cent. In most developed countries, 
not less than 60 per cent of R and D 
expenditures are on D. i c, expenditures on 
the development of specific products or 
production processes [Pavitt 1985:5]. 

More generally, firms are often reluctant 
to invest massively in R because of the 
following reasons: 

-The main objective of basic research is the 
advancement of knowledge, rather than 
specific commercial objectives. Thus, it is 
not surprising that firms arc often reluctant 
to undertake activities that have no 
commercial significance. In fact, about half 
of R and D projects yield no commercially 
applicable results. 

- The problem of appropriability: By their 
nature, the results of basic research diffuse 
rapidly in the economy. This diffusion is 
often promoted by communication between 
scientists (peer reviews, journals, workshops, 
symposia, conferences, abstracts, books, etc). 
Thus, it is impossible to patent the results 
of basic research. Since the social returns 
from basic research may be greater than the 
private returns, it follows that firms have 
little or no incentive to invest in basic 
research. 

- Basic research is imbued with a high 
degree of uncertainty. It is almost impossible 
to forecast the result of basic research. In 
most cases, the results are unexpected and 
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r&ufomBistngrisk averse, most fims tend 
to invest in less risky projects. 

- Even when there are results from basic 
research, they become obvious only in the 
long run. In appraising alternative investment 
projects, firms attach more weight to projects 
with short-term returns. 

Looking Beyond Conventions 

In additional to the conventional 
conception, R and D should also be regarded 
as an institutional mechanism for assimi¬ 
lating and exploiting existing knowledge 
[Cohen and Levinthal 1989J. As a 
technological learning device. R and D is 
not only used to keep track of developments 
within an industry, but also to adapt to such 
developments. During periods of tech¬ 
nological discontinuities, R and D cnahles 
firms to 'leapfrog' into new technological 
paradigms, and thus cnahles them to retain 
their core competencies and competitiveness. 
For instance, Tilton (1971:71) argues that 
one reason why firms in the semiconductor 
industry invested in R and D was that "... 
an R and D effort provided an in-house 
technical capability that could keep these 
firms abreast of the latest semiconductor 
developments and facilitate the assimilation 
ot a new technology developed elsewhere" 
Philip's UK research laboratory ' htes 
working with universities because they give 
the laboratory's 250 or so staff access to the 
trontiers of research" [Kenward 1994 131 
R and D is analogous to a 'radar' because 
it alerts firms, in advance, to major 
technological breakthroughs. 

R and D units should, therefore, not he 
judged mainly in terms of whether they are 
able to generate commercially valuable 
products or processes, but also on their ability 
to serve as institutional loci for learning 
[Onyciwu 1995:152]. indeed, an R and D 
unit may legitimately concentrate on non- 
mstrumental goals such as assisting firms to 
assimilate and exploit external knowledge, 
lather than churning out patentable 
innovations. 

More than any other period, this is the time 
that firms should aggressively seek external 
knowledge. This is because the production 
process has not only become more complex 
and uncertain, it has also become knowledge- 
intensive. As observed by Mytclka (1987:43), 
"if we include in knowledge not only R and 
D but also design, engineering, advertising, 
marketing and management, then present 
trends suggest that knowledge inputs may 
be displacing capital, land, and labour as the 
primary defining feature of the production 
process in advanced industrial capitalism." 

In an era in which knowledge and skill 
in reverse engineering, computer-aided 
design/manufacturc (CAD/CAM), computer 
numerical control (CNC), programmable 


logic cootroUers/ atttomated materials 
handling systems, process controllers, 
centralised data processing and office 
technologies are crucial to maintaining 
competitiveness, firms must be prepared to 
respond to changes in these systems of 
production. The key to keeping up with 
these changes is not just by hiring experienced 
technicians, scientists and engineers, but by 
consciously searching for 'disembodied' 
knowledge and information [Bell 1984:1981. 
The acquisition of external technological 
resources do not happen automatically, 
costlessly or passively. Rather, their 
acquisition and effective utilisation depend 
on the ability of the firm to explicitly al locate 
resources to this important technological 
search process. A pertinent question is: would 
there be a change in the way R and D is 
conducted, it more emphasis is placed cm 
the non-instrumental aspects of R and D? 
My guess is yes. and here is why. 

Nrw R and D and Its Organis atonal 
Implications 

R and D would lend to be more 
collaborative than secretive if the goal is the 
exploitation and assimilation ot external 
knowledge. An R and D unit with a non- 
instrumental mandate would have a higher 
propensity to co-operate and collaborate with 
other R and D units. This has been the case 
in Japan where firms have beenco-operaling, 
with government support, to tap from the 
stock ot skills and knowledge generated by 
foreign countries, particularly the US. Since 
1961, when the law on research associations 
w as introduced, over 71 co-operative researc h 
oigaim.itions have been formed. The 
government provides incentives for the 
formation nl these organisations by allowing 
participating firms to write-ott their 
association dues, by allowing them 
accclci atod depreciation of their fixed assets, 
and by applying reduced property taxes and 
registration taxes on those assets [Nagaoka 
1989.521 

There was also an increase, between 1975 
and 1986, in the number of cross-country 
technological alliances. For example, fewer 
than 10 alliances were formed by firms in 
the US and those in the European Economic 
Community tEEO m 1979; the number of 
alliances grew to 45 in 1981, to 75 in 1983 
and 190 in 1985 Similarly, alliances between 
EEC and Japanese firms grew from 5 in 1979 
to over 50 in 1986 |Mody 1989:2-3J,* 

There arc also examples of inter-firm 
collaboration m basic research among the 
US firms. Jhc> include centres such as the 
Semiconductor Research Corporation (SRC) 
and the Microelectronics and Computer 
Technology Cor porat ion (MCTC). The SRC, 
with an annual budget ot about $30 million, 
was established by the semiconductor 
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HQ - Headquarters 

R and D = Research and Development 

P = Production 

M = Manufacturing 

F = Finance 

A = Administration 

Source Coombs et al J 987. 

equipment manufacturers' association to 
support basic semiconductor research m the 
US. Among us 34 members arc Intel, Hewlett- 
Packard, Honeywell. IBM, Westinghouse, 
and Motorola. MCTC’s members include 
Martin Marietta Aerospace, RCA, United 
Technologies. Advanced Micro Devices, 
Harris, Control Data, Digital Equipment 
Corporation, and National Semiconductor. 
Although all patents and knolwedge belong ~ 
to MCTC, members firms have first priority 
to licence technology. They also retain 70 
per cent of all royalties, while MCTC retains 
30 per cent IMytelka 1987:58). 

Research associations have at least two 
advantages. First, they act as a platform for 
researchers to share information and co¬ 
operate tor the development of new 
technology. This is particularly crucial in 
Japan where researchers' mobility is limited 
because oflhe lifetime employment system. 
Second, research associations promote 
research in generic or basic areas, where 
individual firm’s appropriability is limited 
(Nagaoka 1989.52]. 

A shift of emphasis to non-mstrumenMi 
R and D may also encourage ‘contract 
research'. A firm seeking to keep abreast of 
developments within an industry would be 
more wi 11 ing to seek advice from independent 
R and D firms. Independent R and D firms 
are in better positions than in-house R and 
D units to track technological developments 
across industries. Unlike the in-house units, 


Tabu- 1 Number or Research Units Engager 
in R and I) in Japan, 1976-1982 


Year 

Business 

Research 

Institutes 

Universities 

1976 

M.674 

952 

600 

1977 

15.230 

901 

602 

1978 

14.057 

890 

618 

1979 

16,511 

905 

633 

1980 

16.172 

960 

643 

1981 

14,994 

990 

648 

1982 

14,286 

983 

672 


Saurt'e: Science arid Technology Agency 
January'1984. p 325. 
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the independents are not under pressure to 
; generate commercially useful products and 
- processes. They also are not bogged down 
toy the power struggles between R and D 
managers and the managers of the other 
departments of a firm. Thus, a knowledge¬ 
seeking R and D unit would make more use 
of the services of research contractors, while 
an instrument-oriented unit would be more 
inward-looking. Generally, the easier it is 
\ to acquire, assimilate and exploit external 
knowledge, the less would firms rely on 
research contractors. Conversely, as Cohen 
and Lcvinthal (1990:140) point out, “when 
outside knowledge is less targeted to the 
firm’s particular needs and concerns, a firm’s 
own R and D becomes more important in 
permitting it to recognise the value of 
knowledge, assimilate, and exploit it". 

Contract research firms are beginning to 
proliferate in the UK, although it is not yet 
. dear what is behind this upsurge. One of 
the largest organisations, AEA Technology, 
; has an annual turnover of about $300 million. 

, A big chunk of AEA’s activity falls into the 
realm ot technical services rather than 
conventional R and D. It assists its clients 
to optimise plant performance and to meet 
. safety and environmental regulations. 

, Another firm, Pera International (with a 
i turnover of about $60 million), operates a 
membership scheme that gives companies 
access to consultancy services and 
. information through a large number of 
> databases. It also offers a range of busi¬ 
ness and technology services, including 
management and marketing as well as 
advice on issues such as patent protection 
* and technical aspects of European 
legislation. 

According to Pera’s chief executive, Ron 
Armstrong, the customers of the contract 
*vfiitns want more than just R and D; they also 
j|wgiU help in technology management. 
.^Cambridge Consultants, with a turnover of 
Krteariy $28 million, says its clients want 
^advice on project management and on how 
| : ;40 exploit their technology portfolios 
^Kenward 1994]. A manifestation of the 
|jStfj5Hgth of the British research contractors 
Ui.ibeir formation of a trade group - 
^Association of Independent Research and 



Technology Organisations (AIRTO) - whose 
members employ 7,000 people and have an 
annual turnover of over $600 million. 

A shift of emphasis to knowledge-oriented 
R and D also has implications for the 
organisation of firms. Many multidivisional 
firms adopt the ‘U-Form’ organisational 
structure in which the R and D department 
is located at a firm’s headquarters (see 
Figure A). The centralisation of R and D is 
partly because of the need to maintain 
effective control of the unit, as well as 
ensuring that R and D results are appropriated 
by the firm. However, this structure may 
impede the flow of information from the 
outside to the R and D department. Infor¬ 
mation may he distorted or depleted as it 
moves through the firm’s complicated 
channels of communication. 

To effectively acquire and assimilate 
external knowledge, firms need to adopt a 
flexible and decentralised organisational 
structure. For a multi-product firm, an 
appropriate structure might be the ‘M-FornV 
of organisation (see Figure B). The 
divisionalisation of the R and D function 
would give each of the R and D units a high 
degree of autonomy. These units would also 
have better access to outside knowledge, 
which would in turn enable them to act 
promptly on information without 
unnecessarily long time lags. 

Given its close proximity to other 
departments in the division, a divisional R 
and D unit obtains firsthand information 
from these departments. For instance, 
information gathered by the marketing 
department from the consumers is passed on 
promptly to the production department, 
which in turn is channelled to the R and D 
unit. The success of R and D in generating 
technical change does not depend solely on 
the amount of money channelled into the 
R and D function. It does also depend on 
the adoption of an appropriate organisational 
structure. 

In conclusion, the way R and D is 
conducted will change significantly in the 
near future as firms begin to look beyond 
the conventional confines of R and D. Firms 
that cling tenaciously to the traditional 
perception of R and D are not likely to 


achieve and retain leading positions in their 
respective industries. To remain competitive, 
firms must strive to continually assimilate 
and exploit external knowledge, in addition 
to generating new products and processes. 
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Savings: When Data Is Doubted 
Can Theory Help? 

Ashima Goya! 

Simulations with a dynamic general equilibrium model indicate that there is some underestimation of savings in 
the 1990s , but at the same time there has been a fall in savings propensities. There are many ways in which foreign 
inflows impinge on savings. If they raise the rate of growth then savings do tend to be higher in periods of rapid 
growth. But in order to prevent an unsustainable accumulation of debt . it is essential to maintain high incentives 
for savings and investment . and provide new instruments for both. In the presence of the latter, mobility between 
income groups augurs well for a future rise in the Indian aggregate savings ratio. 


I 

Introduction 

THERE has been a lot of discussion and 
some alarm about the behaviour of savings 
as a ratio to Gross Domestic Product, in 
India. The measured ratio jumped up in the 
late 1970s, was stagnating by the early 1980s. 
peaked again in the late 1980s, and has 
declined in the 1990s. Table 1 column 2 
reports this ratio for the last ten years. There 
are problems of both measurement and theory 
that bedevil the interpretation of the changes. 
These are particularly acute in disentangling 
the impact of foreign inflows on savings, m 
particular if a long-term and dynamic view 
ot the determination of savings is taken. 

An impasse has arisen in which authors 
highlight reasons why savings may be under 
or over estimated. There seems to be a sharp 
polarisation between a group that argues that 
savings are falling as a result of current 
policy and another who attempt to 
demonstrate the opposite. The official view 
as propounded, for example, in the Economic 
Survey (1994-95) and supported recently by 
Aihukorala and Sen (1995) in this journal 
is that the economy is booming and therefore 
savings must also be rising. Measured savings 
are an underestimate. The critics of reform 
[Economic and Political Weekly Research 
Foundation (EPWRF) 1995] go to the other 
extreme and argue that measured savings 
may well have decelerated, but they are still 
an overestimate. They arc worried in 
particular that government policies are 
encouraging an unsustainable boom in the 
consumption of luxuries, financed by foreign 
inflows, 

The structure of the paper is as follows: 
Section 11 reviews the debate and motivates 
the use of a dynamic general equilibrium 
model to shed light on it. The next Section, 
which presents the model estimation and 
results can be skipped by the non-technical 
reader who might like to go on to Section IV 
where conceptual and measurement issues 
are raised and used to explain the results. 
Section V details some uniquely Indian 


features and leads on to the policy recom¬ 
mendations of Section VI. The final section 
contains a brie! summary. An Appendix 
enumerates the notations and equations o( 
the model. 

II 

Puzzle of Springs Ratios in India 

Both positions are canvassed with con¬ 
siderable skill The problem is that they do 
not satisfactorily address each other’s argu¬ 
ments. There are valid points on each side. 
The official view draws mainly on arguments 
made first in the K N Raj committee report 
[RBI 19791. There are many problems in the 
measurement ot capital formation in a country 
like India, with a large informal sector, 
covered only by benchmark estimates. In a 
period where the 11 ilormal sector is expanding 
rapidly the use ot old benchmarks will lead 
to an underestimate. The estimates of physical 
savings in the household sector arc identical 
to those ot physical investment. If the latter 
is underestimated, so would the former. In 
Goyal t l*W2) some evidence is presented to 
show that these have indeed been 
underestimated in the 1980s. The problem 
is compounded because household savings 
arc measured as residuals. An unsatisfactory 
measurement of the total and an improvement 
in the benchmark estimates for corporate 
investment ts likely to lead to an 
underestimation of household physical 
investment. These problems are 
acknowledged by the Central Statistical 
Organisation [CSO 1989]. EPWRF argues 
that a rise m physical investment by the 
household sector is normally accompanied 
by a rise m financial liabilities to finance 
it In the post reform period the latter have 
been low, helping to validate the measured 
tell in household nhysical investment. But 
this argument neglects the pervasive role of 
informal finance in financing activities in 
the unorganised sector. While the positive 
correlation between the fafl in household 
financial liabilities and household physical 
investment is not so exact, Gross Fixed 


Capital Formation (GFCF) in the private 
corporate sector as a percentage of Gross 
Domestic Product (GDP) rose from 4.5 in 
1991-92. to 6.4 in 1992-93. and 8 1 in 
1993-94. The similar ratios for the house¬ 
hold sector were 6.9, 5.6 and 3.9 (Table 13, 
EPWRF). The close negative correlation in 
these figures is supportive of the 
measurement problems outlined above. That 
is, lacunae in measurement imply that a rise 
in corporate investment will lead to a fictitious 
fall in household physical investment. ' 

While EPWRF overlook the reasons 
making for an underestimation of household 
savings, they emphasise those making for 
an ovcrestimation ot household savings in 
financial assets. The mamaigument is simple 
and well taken. The explosion in foreign 
portfolio investment (FPi)m 1994-95 would 
have lead to a temporary rise in bank deposits. 
Again because household financial assets 
are measured as residuals these would be 
attributed to households. 

Where so many aspersions are cast on the 
data it is perhaps usctul to have some 
independent indicator of savings. Can theory 
help to provide some information’ 7 In Goyal 
(1994ahc, 1995] a dynamic medium-run 
model was developed, in which the 
interaction between domestic saving and 
investment, and the pricing decision of a 
representative firm determined capacity 
utilisation and the mark-up. As the mode) 
is derived from the microfoundations of 
optimising firms, there are structural 
relationships identified, that are invariant to 
shifts in policy regimes, and can be used to 
estimate variations in parameters. Therefore , 
the model can be very useful in understanding ! 
events in periods of structural change. 

A serious hindrance to doing very topical , 
analysis, is the fact that while some time 
series are available with short lags, others j 
take a very long time to be processed. Or , 
suffer from conceptual or measurement 
errors. Our general equilibrium grid search * 
estimation procedure allows us to estimate 
parameter values, using (i) the few available ; 
time series, (ti) our earlier calibrations as * 
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initial values and, (iii) theoretical restrictions. 
These estimated values can be then used to 
make imputations of the missing or doubtful 
senes. The process can also be understood 
by analogy with State Space Modelling where 
a Kalman Filter is used to update parameter 
values, or with Bayesian econometrics. 
Traditional econometrics is difficult to apply 
with short time series. Parameter tests often 
have only asymptotic validity. In Bayesian 
econometrics there is exact inference based 
on the prior possibility and the likelihood 
function. The former can be identified with 
the initial calibrations, and the Latter with 
the restrictions from theory. The procedure 
is equally valid in small samples. 

In the next section we obtain these 
estimates and analyse their implications for 
“Imperfectly observable" magnitudes, such 
as savings. 

Ill 

Estimation 

We start with the final calibrated parameter 
vet obtained in Goyal (1994a). Our initial 
values are now the output-capital ratio u, the 
mark-up or protit share x and capital stock 
of the year 1984-85. The core dynamic model 
and the notation for the symbols is explained 
in the Appendix. Wc have time series for 
putput, investment, savings, capital inflows, 
and price wholesale index numbers available 
till 1993-94. The CSO has shifted the base 
year for constant price quantity scries to 
1981-82. Since continuing with 1970-71 as 
ifba&e would introduce too much distortion 
in the later years, wc also shift our base 1 to 
1981*82. 


Values obtained for the period 1975/76 
to 1984/85 and which constitute the calibrated 
parameter set were: 
s = 0.479. i, = 0.32 
g, = 0.7, w, = 0.3524 
j = 0.002, f = 0 
ft = (i, +g 1 s<l-f)-s)t+j = 0.1763 t + j 
The parameter values that were now varied 
are as follows.: 

(i) 1985-86 (o 1989-90 

s = 0.44, i, = 0.315 

g t = 0.7, w t = 0.34 

ft = 0.029 x 4- j 

(ii) 1990-91 to 1993-94 

s = 0.44, i, = 0.276 

g, = 0.6, w f = 0.39 

ft = -0.032 x + j 

(iii) 1994-95 onwards 

i, = 0.33, w, = 0.34 
ft = 0.022 x + j 

The historical and simulated values of u, 
x, y ra . l p , I |t S are graphed in Figures 1 to 
6 respectively. In the graphs (H) following 
a symbol indicates that it is the historical 
scries. A superscript c denotes a scries 
estimated from the model. 

Wc briefly discuss the process of calib¬ 
ration. In the second half of the 1980s there 
were major policy changes. First steps were 
taken towards liberalisation. The rigours of 
industrial licensing were somewhat relaxed, 
income taxes were lowered. Public invest¬ 
ment continued to be high, but with rising 
revenue deficits, it was increasingly financed 
by domestic borrowing. Growth was high 
and inflation low by Indian standards. 

We find that given the initial values of 
u = 0.1616, x = 0.4845, an ft value of 
0.029 x 4- j reproduces the historical u. In 


obtaining the values of the invest* uid 
savings propensities, we ha veto impose the 
restrictions that (i) as is positive stability 
requirements are only satisfied if e is tow 
or negative and. (ii) the propensities cannot 
be too far from their earlier calibrated values, 
and yet the observed investment and savings 
series must be reproduced. There is a fall 
in s and while g, remains the same, i, also 
falls marginally. The I p series show more 
fluctuations in this period so that the syste¬ 
matic portion may be expected to fall. It is 
found, however, that with these values of 
the propensities, the values of u obtained are 
too low. If the value ofw ? is lowered to 0.34, 
the estimated values of u rise and approach 
the historical ones. Such a change implies 
a fall in desired mark-ups, and is consistent 
with the measures introduced to raise com¬ 
petitiveness in the economy. As is expected 
with the positive valueof ft, simulated mark¬ 
ups arc falling over these years. 

In 1990-91, the economy received a severe 
external shock triggered olTby the Gulf war. 
There was a flight of NRI balances. This 
coincided with a change of government. The 
opportunity was taken to announce 
commitment to a full-fledged liberalisation 
programme. Even so, between the idea and 
the execution often falls the shadow, 
sometimes because implementation is not 
properly understood. In macro-economic 
terms, the change in regime amounted to 
immediate adverse shocks. There was a fall 
in demand, depreciation of the currency, an 
initial rise in interest rates, and the support 
prices of food grains. All these would lead 
to a rise in desired mark-ups or profit share 
to cover the rise in costs (w, rises to 0.39). 

Measures were also taken to encourage 
restructuring and raise competitiveness in 
industry. Such as steps to encourage FDI 
(foreign direct investment), removal of 
quantitative restrictions on entry, a lowering 
of some tariff barriers, and implementation 

Table I. Historical and Stimulated Savings 


Years Gross S(H)GDS S’ 1 Simulated 

Domestic Deflated Real CDS 
Savings as a by an 

Percentage investment 
of GDP at Deflator 

Current 

Market Prices 

1 

2 

3 

4 

1984-85 

18.2 

28743.36 


1985-86 

19.8 

32549.67 

36143.54 

1986-87 

18.7 

32243.47 

36295.76 

1987-88 

20.9 

38856.59 

42508.99 

1988-89 

21.5 

43938.07 

48891.61 

1989-90 

22.3 

46979.96 

51293.97 

1990-91 

23.7 

53591.87 

58258.30 

1991-92 

23.1 

5131291 

54486.95 

1992-93 

20.0 

47213.55 

51332.15 

1993-94 

20.2 

49966.27 

50701.48 

1994-95 



54495.13 

1995-96 



55580.64 


Note: Column 2 from the Economic Survey 
1994-95. 
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of voluntary retirement sehcn.es in lieu of 
a more acti veexit policy. By 1993- 94, imerest 
costs fell steeply as domestic industry was 
allowed to access capital abroad and foreign 
capital flowed in. There were reductions in 
corporate and excise taxes and depreciation 
allowances were lowered to international 
norms While these measures along with 
restructuring of industry, raised actual pruHs 
steeply, the desired profit share or mark¬ 
up would have tallcn. leading to a fall m 
\v^ once more 

The changes in estimated parameter values 
after 1989-90reflect these events. In keeping 
with the hands off approach for government 
and the attempt to reduce fiscal deficits, 
public investment stagnated. This is captured 
in our simulations by a lower g r Private 
investment ulso staggered under the various 
shocks, the imperatives of restructuring and 
a wait and sec attitude. The value of U fell 
to -0.032 x + j, u was falling and rising 
after an initial jump. The rise in w, was 
necessary to reproduce both the required fall 
in u and the historical levels of investment. 
The major structural changes the economy 
has undergone are reflected in frequent shifts 
of the aggregate supply relation, or t » 0 
curve tcqualion A.2). Unlike the period 
before 1984-85. when it was relatively stable. 

To reproduce the more than ten per cent 
rise in ym in 1994-95, the rise in the 
investment propensities that is compatible 
with the actual values of public and private 
investment is not sufficient by itself. A 
reduction in w, is required, giving evidence 
of some success lor attempts to raise 
competitiveness in the economy. 

Simulated Savings 

In the context of the current debate it is 
interesting to note that no matter what the 
simulation undertaken, simulated savings 


always exceed S(H). Table I and Figure 6 
report these two. As Q must be invariant to 
preserve the dynamics and reproduce the 
historical values of output, we cannot lower 
simulated savings by lowering the savings 
propensities further. Any such lowering must 
be matched by a fall in investment propen¬ 
sities, in which case wc would not be able 
to reproduce the historical values of 1. Other 
leakages from the macro-cconomic flow arc 
net imports. If this could be higher in this 
period, the leakages due to savings (that is, 
the savings propensities) could be made 
correspondingly lower in the simulations. 
But m the latter half of the 1980s, exports 
were expanding and in the early 1990s there 
was impon compression, so this is not a 
solution While the ratio of imports to Gross 
National Product (GNP) varied between 8 
to 10 per cent, the similar ratio for the trade 
deficit fell Imm 4.8 in 1980-81 to a low of 
1.9 in 1989-90, and was 0.48 in 1993-94. 

In the light of the above debate this is 
another piece of evidence indicating that 
measured savings are indeed an 
underestimate. But at the same time savings 
propensities have fallen in the 1980s. 
Correcting for the gap between simulated 
and measured sav mgs would raise the savings 
ratio by about one percent, but it would still 
show a decline The underestimation of 
physical investment is not the reason for this 
as that would also modify the simulated 
investment totals. Underestimation of both 
savings and investment would not alter the 
cynamics. If there has been an under¬ 
estimation in both, correcting for this may 
remove the measured fall in savings ratios 
in the 1990s. But still the required steep rise 
in savings ratios is absent. 

Savings ratios normally are high in periods 
and countries with high growth. Although 
the causality is not clear. The problem of 


the chicken and the egg arises in an acute 
form. To achieve vibrant growth savings 
ratios in India must rise to the fabled levels 
of the south-east Asian economics. High 
savings ratios are a necessary accompaniment 
to and signal of sustainable growth. So the 
absence of a large rise in the savings ratios 
and the fall in the savings propensities in 
the model are indeed worrying. 

IV 

Explanations for the Puzzle 

What kind of theory can explain these 
changes 9 Ours is a medium-run mode). 
Perhaps long-run considerations, not 
explicitly modelled here, can explain the 
shift in the parameter values. In Goyal 
(1994b)simulations with an Applied General 
Equilibrium Model with ten income 
distribution groups, showed very rapid rise 
in savings in counter-factual experiments 
with high growth. This arose from the 
endogenous mo\ cment oflabour into higher 
income groups Where consumption habits 
arc slow to change, and the desire and 
feasibility of moving upwards prevents a 
negative effect of wealth on savings, such 
mobility can lead to a rapid rise in savings. 
Perhaps the excess of simulated savings 
arose from some such causes. And they can 
also form pan of the explanation for the high 
savings ratios in the south-east Asian 
countries In mainstream economic models 
savings fall wiih wealth, from portfolio 
balance and income smoothing arguments. 
If agents plan savings over a lifetime then 
with rising wealth the quantity of savings 
required to make consumption even, and to 
tide over shocks to income would fall. Such 
considerations may indeed dominate for the 
upper income groups. Economic and cultural 
sanctions for and against consumption also 
play a role 

But first, we need to try to unravel ilie 
theoretical and measurement problems 
created especially by the impact of foreign 
inflow's on domestic savings These raise 
long-term issues because unless foreign 
inflows are transfers they will create debt. 
We take these up consecutively, starting 
with measurement. In each case we 
distinguish between the macro-cconomic 
flow concept of savings and the idea of 
savings as arising from the decision of agents 
to maximise their welfare over their lifetime 
and that of their descendants after that. 

Foreign Inflows and Puzzles r* 
Measurement 

The cx-post identity relating foreign 
inflows, savings and investment is S+F 3 1 
where F is the net current account deficit. 
F is net foreign inflows, net of amortisation 
payments. This is an cx-post accounting or 
flow identity, derived from the basic macro- 
cconomic identity of aggregate demand equal 
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to supply. Savings arc defined as income 
minus expenditure.- This is the quantity that 
the CSO would like to measure in the NAS, 
and is a How concept of savings. It is the 
correct concept for constructing a short-run 
macromodel for the analysis of short-run 
issues. 

There is an alternative definition of savings 
as the change in the net wealth of society. 
This can he derived as some aggregate of 
individual decisions to hold wealth over 
their lifetimes, and to leave or not leave a 
bequest for their descendants. Modern 
intertemporal optimisation or overlapping 
generation (OG) models that formalise this 
Work with variants of the Life Cycle 
Hypothesis tLCH). Such a concept becomes 
jnore important as deepening capital markets 
allow individuals to implement wealth 
holding decisions over a lifetime, and arc 
, more relevant lor the analysis of long-run 
issues. However, capital markets are never 
perfect and neither is micro-aggregation a 
■ perfect explanation ol macro savings trends. 

The CSO, however, has a hybrid procedure 
of measurement that does not fit in neatly 
( With either concept. As the data is inadequate 
j to make the flow concept operational in 
India, savings arc measured as the change 
in physical and financial assets separately 
„for the public, private corporate and 
\ household sectors. For this to he congruent 
with the second concept of savings capital 
['gains need to he estimated, and there are 
^problems in defining wealth. Should 
,consumer durables be included? How to 
^ correct for the effect of inflation on assets? 
s There is an argument that measured savings 


Year 

arc overestimated in inflationary periods as 
the real value of nominally denominated 
assets declines. Under perfect foresight 
nominal interest rates will jump to compen¬ 
sate for expected inflation. This interest 
income is counted as part of savings, but the 
capital loss is not offset, so that measured 
savings rise [Jump 1 *J80|. In India, however, 
nominal interest rates have been rigid but 
high. Even so, the affects of inflation on the 
measurement of savings are ambiguous. 

Jump also argues that where individuals 
have a target real savings, defined as being 
able to purchase the same real commodity 
basket with the savings, they will need to 
raise their savings to compensate for the fall 
in the real value of their assets or wealth with 
inflation. We have argued that to assume a 
target for wealth may not be correct for a 
developing economy. Both the reality and 
the possibility of upward mobility, that is 
one of the char.ucnsations of development 
may require a moving target for wealth. Part 
of the problem is that western theoretical 
concepts are inadequate in developing 
economies, and part that lacunae in the data 
prevent the implementation of the more 
ambitious concepts. Forexample, to seriously 
measure the change in the net wealth of the 
economy, detailed and comprehensive 
balance sheet data for different categories 
of agents arc required. Those are missing in 
India. The CSO docs not get into all these pro¬ 
blems. Aware of the difficulties in estimating 
consistent constant price measures of savings, 
it only estimates savings in current prices. 

An example of the type of problem that 
can be unique to a particular culture, comes 


from the Indian prelkfcction forbuymggotd. 
Historically, gold has been a popular store 
of wealth, that is widely regarded as maintain¬ 
ing its real value in periods of inflation, 
while providing a decorative service. But as 
it is classified as a consumption good, or 
because it is not a productive asset, it is not 
included in measured savings. If inflationary 
periods saw a shift to the purchase of gold, 
measured savings would fall in the Indian 
economy. The 1990s also saw a liberalisation 
of gold imports. This set of circumstances 
may form part of the explanation for the 
current fall in measured savings. 

A minor point regarding the impact of 
foreign inflows on the measurement ot 
savings, given current practice in India. 
Savings are estimated residually, and for 
household physical savings are identical to 
the estimates of investment. Net capital 
inflow is added to these estimates of savings 
and forms the controlling total to which the 
estimates of capital formation arc adjusted, 
giving rise to an errors and omissions item. 
Domestic savings are thus measured 
separately of foreign inflows. If investment 
would have been the controlling total, 
measured savings would have borne the 
brunt of the errors and omissions item. 

In the EPWRF paper it is argued that the 
Indian practice of adding all remittances to 
disposable income as current transfers is 
incorrect. In the SNA system of the UN a 
distinction i. made between current and 
capital transfers, and only the former arc 
added to disposable income, which when 
consumption is subtracted Irom it gives 
domestic savings. This argument is correct, 
but there are a number ot points to note 
Firstly, since the NAS does not measure S 
as Y - C. if the part of remittances which 
constitute current transfers arc consumed 
they will not add to household assets, or 
enter the measured savings. The way in 
which savings are measured in India, makes 
it irrelevant whether capital or only current 
transfers are added to income or not. 

Second, the definition and measurement 
ot foreign inflows itself depends on the 
purpose of the exercise. From the point of 
financing the excess of investment over 
savings, the relevant concept is the current 
account deficit, and from the long-term point 
of net rise in foreign debt, the net incurrence 
of foreign liabilities is the correct measure 
of foreign inflows. Remittances are transfers 
that are not part of either. There is a need 
to distinguish between foreign direct 
investment (FDI), foreign portfolio 
investment (FPi) and remittances in 
determining the effect of foreign inflows on 
domestic savings and investment. 1 

Foreign Inflows and Puzzles in Theory 

We now come to theoretical issues. In the 
Keynesian perspecti ve income is determined 
in a circular flow at the level where leakages 
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match injections. In the dynamic medium- 
run model simulated above, it is the domestic 
savings and investment propensities that 
drive the dynamics of the model. Foreign 
inflows can aftect the dynamics only insofar 
us they can influence these propensities. At 
least in the past, loreign remittances had 
raised both, but had contributed to enhancing 
growth by raising investment propensities 
more than savings. The identity of Section 1V 
holds only m an ex-post sense. 

The mode) embodies in a simple and 
empirically implcmcntable way the idea that 
demand matters for growth if multiple 
equilibria exist and demand factors can 
influence a switch from a low to a high 
growth equilibrium. This point has been 
made by Summers 11991). There are a 
number of well known theoretical models 
in the literature in which such persistent 
demand effects can arise. 4 Recent endogenous 
growth models also emphasise the role of 
investment (or demand side factors) in 
accelerating growth, as compared to main¬ 
stream growth models, in which growth was 
firmly determined by the supply of factors 
of production. They do this by invoking 
externalities or increasing returns to scale. 

Since our model is based on the micro- 
foundations of optimising firms, it does 
analyse supply influences also. It can explain 
observed counter-cyclical mark-ups and why 
quantities rather than prices often bear the 
burden of adjustment to disequilibrium in 
markets. However, it has a medium-run 
perspective so that long-run and stock 
adjustment effects are abstracted from. It 
needs to be embedded in a more long-run 
model. A possible candidate is the LCH or 
OG model in which agents make decisions 
about savings over their own and their 


children's lifetimes. Even if S is determined 
intertcmporally, the average level of leakages 
docs matter for determining output in the 
medium-run. 

The flow model outlined above does shed 
some light on the measurement problem 
raised in the EPWRF paper. Insofar as the 
dynamic model is a valid approximation the 
important parameter is the propensity to 
save out ol domestic income, which is not 
altered by the precise definition of foreign 
inflows. In addition, the deluge of FP1 may 
have increased money balances, but only 
insofar as the RBI increased its holdings of 
foreign reserves, without full sterilisation ot 
the resultant rise in money supply. Even so. 
the net increase m credit would also depend 
upon credit expansion by banks. The latter 
is at least partially dependent on the demand 
for credit In any case, the equilibrium holding 
ol money balances would be decided by the 
portfolio decisions of agents, not just the nsc 
in money supply 

The argument was first made in the 1960s s 
that unless toreign inflows arc all used for 
investment they would lead to a fall in 
domestic savings If all of F is regarded as 
resources available for investment, but is 
consumed, it should be subtracted from 1. 
Then from the macro-economic identity 
domestic savings would fall. InGoyal (1993) 
it was pointed out that this involved the 
fallacious use of an ex-post identity to reason 
about cx-ante behaviour. Although 
remittances do not add to debt, other kind 
of foreign inflows do. Therefore, the decision 
on consumption out of these cannot be taken 
looking At the accounting identity at a point 
in time. It needs to be seen whether income 
is expected to rise or fall* and to what extent 
F is contributing to it. 
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Cohmrn»prion4moomtn^ might implyfhat 
some F is used for consumption and yet 
domestic savings could be rising because of 
the rise in income. Indeed a simple 
intertcmporally optimising open economy 
model yields the result that savings are 
independent of the level of foreign debt. 
This is because if the real interest rate is 
equal to the rate of discount consumption 
will be smoothed over time, and its level will 
be determined such that the discounted value, 
of future repayments is equal to the initial 
level of debt. Savings just serve the function 
of making an intertemporal shift of 
consumption possible. The basic level of 
consumption is determined by the technology 
and resource level of the society. A permanent 
adverse shock would cause a fall in the level 
of smoothed consumption, and savings would 
beunaffcctcd. Only in the case of a temporary 
shock may savings fall and borrowing rise 
to maintain consumption unchanged. This 
model is of course only a bench mark. 

If the unrealistic assumption of perfect 
foresight is relaxed, society may overestimate 
future income growth, in the context of 
opening out. and over borrow to finance 
consumption Thus making the expected 
future rise in income unsustainable. This is 
part of the explanation of the Latin American 
debacle, in the 1980s. There is also the 
possibility that the government will give in | 
to political compulsions, and run large! 
budget deficits financed by foreign inflows. i 
The other problem is that it is the rich who j 
have access to credit and can over consume, I 
while the poor cannot even make the| 
consumption smoothing necessary toj 
prevent malnutrition. 

The dynamic model highlights a different 
facet, that gives some cause for optimism 
if high investment can be maintained in the 
face of foreign inflows If the latter help to 
accelerate investment they can shift the 
economy to a high growth path, in the 
presence of multiple equilibria. Saving* 
would then also rise. We were able to 
reproduce the behaviour of major macro- 
aggregates with the dynamic model. Such 
reasoning can contribute an explanation for 
the puzzling peaking of savings ratios in 
India m the late 1970s and 1980s. These 
were periods when rates of growth peaked. 

LCH theories are given great prestige in 
the mainstream literature because they seem 
to be the only way to derive the saving] 
decision from the intertemporal optimisinf 
or risk minimising portfolio decision o 
agents, and put some theoretical structure ot 
the savings debate. Combined with a self 
regarding decision, the LCH implies tha 
savings should sum to zero over at 
individual's life span. Society’s net saving 
then depend on the age profile of its individua 
members. They would rise in a growin 
economy as the income share of the youn; 
grew. Inter generational altruism needs t 
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be introduced to bring in a motive for leaving 
positive bequests. 

Unfortunately for pure theory, empirical 
facts have proved difficult to fit into the 
straitjacket of the maximising agent. The 
pure LCH should imply that savings follow 
a random walk, but savings are observed to 
be positively correlated with income. A 
number of attempts have been made recently 
to justify this by combining micro¬ 
maximisation with liquidity constraints, but 
without much success.* 

Carroll and Summers (1987) are an 
example of a more robust approach. They 
argue that while savings behaviour is too 
rich to be fruitfully understood just using 
the device of the representati ve agent, theory 
does suggest tendencies that can be tested 
in the data. They Find that (i) the tax breaks 
for housing mortgages decreased savings in 
the US. (ii) the provision of tax shelters for 
savings helps to explain the relatively higher 
Canadian savings rate, and (iii) if wealth 
falls households try to raise savings to 
■' compensate. 

V 

Indian Characteristics 

The representative saver is constraining 
in extra ways when we come to a developing 
country. In simulations of an Applied General 
Equilibrium Model [Goyal 1994b] with ten 
/ income groups, there was a very large rise 
in savings when growth was high. The reason 
, was the shil l of population to richer income 
• groups with higher savings (again this helps 
- explain the peak ing of savings ratios observed 


in Table I). While the model was special, 
it does bring out two factors that are 
fundamental to development. 

Firstly, consumption patterns become a 
habit. As income levels rise with 
development, and people shift into higher 
income brackets, consumption levels do not 
rise concomitantly. Second, the assumption 
of target wealth that is often adopted in 
models for developed countries, will not do. 
Development also implies mobility between 
social and income groups, and positive action 
to achieve such mobility. This sometimes 
means a moving target of wealth 
accumulation. Savings function as a strategic 
variable that make mobility easier. Such 
mobility, in turn makes savings easier. 
Feynman (1989) in trying to explain why 
the Indian migrant community was doing 
much better than others, suggests that their 
rich culture and history helps them to be 
forward looking. Not just for themselves, 
but also for their families. To work hard and 
to save for a better tomorrow for themselves 
and their children. The old in Japan continue 
to save and leave bequests, stubbornly 
disregarding the LCH. 

The relative equality of income is often 
brought forward as an explanation for the 
high rate of savings in east Asia. It could 
be that equality of opportunity and social 
mobility are the more important factors. If 
a nation can provide these two, an inequality 
of asset distribution need not necessarily tie 
it to a low savings rate, It is argued that the 
boom in the availability and variety of 
consumption goods must mean a fall in 
savings. This is not necessarily true. Perhaps 
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had known about it and been free to choose, 
from the beginning. 

Cultural and economic incentives are surer 
ways of restraining consumption than 
physical restraints. A change in the variety 
and improvement in the quality of 
consumption can actually improve 
productivity in society. There is the story 
of the two buddhist monks; one helped a 
lady across a river. When the other, much 
later burst out with his outrage at these 
proceedings, the first one replied. I left her 
behind long ago; you are still carrying her. 
Consumption is a natural process, there is 
no need for too much or too little. Austerity 
does not mean masochism, only the absence 
of waste. 

In any case, the numbers with the means 
for profligate consumption arc few. A 
NCAER survey estimates that the number 
of very rich in India is quite low. In 1993-94 
about 6 lakh households had an annual 
income of over Rs 10 lakh. Barely 1 percent 
of households fall in this class, while the 
middle classes (annual income exceeding 
40,000) constitute 40 per cent. To assume 
that India will go the Latin American way 
under liberalisation is not correct, since in 
India the average per capita incomes are 
much lower, the proportion of rich is low, 
there is no capital account convertibility or 
free import of consumer goods. 

Even so, a substantial rise in savings ratios 
in India are necessary for sustainable growth. 
There are no signs of such a rise. In the face 
of that the fall in the savings propensities 
in our model is doubly alarming. It is 
necessary to sell the message of hard work 
and austerity, hut at the same time provide 
the conditions that make hard work possible. 
Cultural sanctions against unnecessary 
consumption are important, but they can be 
supplemented with effective economic 
signals. 

VI 

Policy 

What are the economic incentives that can 
encourage savings? Luxury consumption 
should undoubtedly be taxed. The problem 
is that it is difficult to set aside a class of 
goods and label them as luxury goods. All 
kinds of consumer durables are becoming 
items of mass consumption, and it must be 
so with development. And mass consumption 
is a precondition for economies of scale to 
apply, leadingeventually to the development 
of export markets. Still the very top quality 
goods with high margins can often be 
identified as a target for stiff taxation. 

One way of achieving consumption 
taxation is by givingatax shelter for savings. 
U is sometimes argued that this subsidises 
intra-marginal savings but does not always 
increase total savings. So that, it might be 
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better to subsidise investment. Sometimes rise in ihe volume purchased. 7 Even though 

the absence of institutional support forces the real rate of return to an investment in 

higher private savings In Japan provident gold over the past year has been negative 

funds are not available until 65 while the However, no other saving instrument has 

retirement age is 60. so individuals have to been doing very well over the past yeai. 

save to cover the interim period. Still, such either On the stock markets nominal returns 

measures do have a signalling value andean over 1994-95 were actually negative and 

help to develop the saving habit were even lower for the majority of mutual 

There are two types of direct policy funds/ Perhaps this can be explained by 

initiatives lor savings, (i) those to encourage teething problems for the latter, combined 

pension savings, and {to tax shelters to with a slock market that was tecovering 

stimulate targeted savings In recent decades from a previous overheating. It is estimated 

Canada has been successful in raising its that about IDper cent of household savings 

savings rate. The Canadian system has a are in the Jormot gold, over the past decade 

number of features to encourage pension With financial deepening if even pan of this 

savings. Contribution limits have been savings can shift to other instruments, a 

indexed to the average wage after 1990, and steep rise in the savings ratio can occur Such 

a carry forward ol unused contribution room an outcome requires both a development ot 

to later tax years allowed The limits arc at instruments that arc effective hedges against 

about 40 percent of earnings. In Japan until inflation and a realisation on the part of 

1988. interest income from maruyu accounts households that gold is no longer performing 

was tax exempt There was a ceiling on the that function, and can take some time, 

principal but different kinds of assets were Easy consumer credit and tax concessions 
allowed. Roughly half of Japanese savings lor mortgage payments and lnictest on 

were in these tax exempt forms. The savings consumption loans (until 1986) spurred 

of an average household wetc 6.8 million consumption in the US. India is a long way 

yen in 1984 and the maximum amount ol from cithci and should continue to tcinmn 

exempt savings were 14.5 million yen. so. Japan and Germany, countries with high 

Therefore the interest earned on virtually all savings rates, have lax systems that 

middle income savers was tax exempt. These discourage consumei borrowing, 
incentives were discontinued alter 1988 Consumer credit has become common- 
partly to encourage consumption (Poterba place for the purchase oI motor cars. 'Credit 

1994; ch 1,2 and 6|. There are many lessons cards and other schemes for payments on 
for India in these policies. instalments have made an appearance. These 

Another way to raise savings is U> change should he taxed heavily and otherwise 
the savings habits of Indians. More savings discouraged. Especially with the current 
instruments lhai are protected against credit crunch, it would be wise to ensure that 

inflation are required. Gold may have started credit for production and investment is much 

out as one ofthc best hedges against inflation, cheaper than that loi consumption. Excessive 

but it seems to have become a cultural consumption financed by credit can lead to 

necessity. With the new policies while gold the Latin American trap, where households 

prices arc stagnant, there has been a large overestimate future income growth and 


foreigfr inflows .finance consumption. Tix)| 
breaks should definitely not be provided for 
anv kind of consumption. 

VII 

Conclusion 

The dynamic model used indicates that 
there is some underestimation of savings, 
but at the same time there has been a fait 
in savings piopensines. While savings do 
tend to be higher in periods ol rapid growth 
fiscal and financial incentives can also help 
raise the rate ol savings in the Indian 
economy. Given the many miles to go as yet 
m ordci to relieve poverty, such a rise in 
savings is essential. What are the many ways 
in which foreign inflows impinge on savings? 
With non-recurrent inflows temporary 
savings rise. If inflows help raise growth 
above trend again savings use Government 
sa\ mgs may decrease as short-term political 
constraints become more difficult to resist 
with the leeway provided with toreign 
borrowings. However, some consumption 
subsidies may actually function as investment 
in a poor country. With an imperfect capital 
market, foreign inflows allow a move to a 
social optimum making pnsMhlc an 
intcitcmpoial smoothing ol consumption. 
But n is possible to lose sight of future 
repayment requirements In order to prevent 
an unsustainable accumulation of debt, it is 
essential to maintain high incentives for 
savings and investment and pmvidc new 
instruments tor both In the presence of the 
latter, mobility between income groups 
augurs well lor a future rise in the Indian 
aggregate savings ratio 

Appendix 

u’ = o + Mi + g, ' i 1 -t i - si t + j) u (A.n 

T’ = W 11 - W, T ' + W , 

w *' 0. w > 0. w > 0 l A.2) 

e = e * e - e tA.3) 

t! P 

Endogenous variables 

(u ol the reduced lorm dynamic model 
u v /K, u = vK 

■* mi 

T nuik-up or share ol profits in 

non-agriculture 
(m ol the lull model 
K capital stock in non-agriculture 

y capacity output ol non-agri* 

culture 

y output ot non-agriculture 

v total output 

1 ( public sectoi investment 

I investment by the private secioij 

l total investment ; 

S total savings 

P price level of the non-agricultural 

sector j 

w real wages i 

e , e . c constituents ot I , I . 

icspcctivelv taken as cxogcnmnl 
in the dynamic model j 
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the exogenous partof aggregate 
1 minus S 

Exogenous variables 

W money wage rate 

P k price level of the agricultural 

sector 

y v output of agriculture 

v output-capital ratio in non-agri¬ 

culture 

l"" investment in agriculture 

F foreign inflows in units of non- 

agricultural product 

Parameters 

direct and indirect labour 
requirements per unit of y tii 
propensity to save out of profit 
income in I he non-agriculture 
public sector propensity to invest 
out of private sector savings 
a dummy variable affecting the 
public sector propensity to invest 
out of savings in the manufactur¬ 
ing sector 

a parameter capturing the affect 
of aggregate demand (in relation 
to capacity) on l p 
private sector propensity to 
invest out of profit income 
private sector propensity to 
invest out of F, 

, parameters of the x' function 

Dynamic Model 

Equation (A.l) models the adjustment of 
non-agricuItural output to equate savings to 
investment, all normalised by capital stock. 
The exogenous parts of investment and 
savings, which arc functions of agricultural 
income and price, intermediate input prices, 
and foreign inflow, are gathered together 
in the e terms (A.3). and u‘ becomes a non¬ 
linear function of u and t. As a simplifying 
assumption the impact of terms uf trade on 
agricultural savings is treated as exogenous. 
Equation A.2 models the adjustment in the 
mark-up or profit share. When t‘ = 0. the 
combination of u and i are obtained at which 
aprofit maximising, risk averting firm would 
not want to change mark-ups. With the 
restrictions imposed on the parameters of 
this equation, chaotic fluctuations in output 
! will not occur and smooth adjustment paths 
i will exist. 'Hie dynamics arc dominated by 
the term ft = (i, +g, stl-0-s)x +j, which 
jis the negative, of the inverse, of the 
Keynesian multiplier. 

Cai.iiiration 

Historical time senes lor the endogenous 
variables, the exogenous series of the c. W. 
u. I wr and initial values of u. T. K were 
derived horn OSO. RBI, BSIF. and other 
m*uu‘c\. Simulations of the model were run 
anti the values ol the investment, 

4ttd t' equation parameters that reproduced 


the historical series were isotirted, the dr 7 - 
senes were calculated by subtracting the 
endogenous components of investment and 
savings from the respective historical series. 
The calibrated model was then used as a base 
for further simulations. 

Notes 

fl thank Shridhar Dash and T S Ananthi for help 
in the compilation and presentation of data.l 

1 The figure for capital slock for 1984-85 was 
Rs 2,25.358 crore in 1970-71 prices. This was 
converted, using an implicit Gross Domestic 
Capital Formation deflator into Rs 5,81,072.7 
crore at constant t98l-82 prices The same 
deflator was useJ to deflate the current prices 
series on savings 

2 This is a simplified version of the identity. It 
can he written in more detail to include stock 
effects such as changes in reserves R\ to take 
account of the government deficit D and interest 
payments on foreign debt (part of B) Wc have 
B+F-R’= S+F-R-D-I 

3 In the simulations the definition of NFI used 
is net capital transfers from the rest of the 
world plus net incurrence of foreign liabilities. 
This is equal to surplus on current account 
transactions of the balance of payments minus 
net acquisition of foreign financial assets 
Therefore the measure is net of interest 
payments which are accounted for in the current 
account, and of outflows from India. The latter 
arc a small figure 

4 An influential early paper in which multiple 
equilibria allowed demand to have persistent 
impact was Diamond (1982) Another well 
known example is Blanchard and Summers 
(1986) Summers (1991) argues that such 
models should play a more foundational role 
in macro-cconoinics. 

5 Very early papers that raised this issue were 
Griffen and Enos (1970) and Wcisskopf (1972) 

6 Deaton (1991) for example shows that with 
randomly distributed income very small asset 
holdings are suf ficienl to smooth consumption. 

If income realisations arc positively correlated 
the optimal strategy would be to consume 
savings and then put consumption to equal 
savings. Severe contortions ore required to 
generate empirically observed pro-cyclical 
aggregate savings from such micro behaviour. 

7 The World Gold Council estimates that the 
volume of gold consumption has risen by 21 
per cent from 415 tonnes m 1994 to 5(X) tonnes 
in 1995, and doubled from 250 tonnes in 1991 
India is the world's biggest consumer of gold, 
exceeding US consumption by one and a half 
times. The US is the second largest consumer 
Even after the reforms gold prices in India 
continue to be higher than international prices 
About 220 tonnes is still smuggled in annually. 

8 Stock prices have been fulling in 1995, 
and therefore the majority of mutual 
funds had returns as low as -30 per cent. 
Newspaper reports indicate that in the first 
half of 1995-96. the net loss on Rs 2,840.39 
crore unit capital managed through 23 private 
sector mutual funds schemes was 276.03 crore 
Depreciation because of falling stock prices 
was 110 97 emre. 

9 In the 1980s. because of the high demand for 
and premium on Marutis the manufacturers 
were* functioning more like financiers and 
lin.urec lompames like sellers of cars, since 
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could supply the car. 
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Colonialism and ItofessfonaHsm 

A German Forester in India 

. Indra Munshi Saldanha 

Dietrich Brandis was a German forester who came to India at the invitation of the British government in late 19th 
century to help put in place systems for management and conservation of forests. This article documents his contributions 
to forestry management in India , viewing them in the context of the political economy of colonial India. Brandis ' 
awareness of the value of indigenous systems of forest management and his differences with the British on that count 
are also noted. 


“HE was the Lord and Master of all the 
forests and woodlands of India, the chief 
Ranger whose domain stretched from Burma 
to Bombay... He was Terror personified, 
feared by all official agencies, but as a forester 
he had no peer". This is how Mowgli, the 
wolf boy in Rudyard Kipling's The Jungle 
Book , sees the giant German Muller. In real 
life. The giant German was Sir Dietrich 
Brandis [Venzky 1986:37]. 

By (he middle of the 19th century the 
depletion of the forests began to assume 
serious proportions in India. The British 
government was forced to recognise that the 
forests in India were, after all, not in¬ 
exhaustible. Various officers were deputed 
from time to time to report on forest areas 
and all of them emphasised the need for 
conservation and the improvement. In 1827 
Wallich and in 1845, CaptainGathinreported 
on the forest resources of Burma, in 1837 
Heifer reported on those of Malabar. 1 

In 1847 Gibson was appointed Conservator 
of Forests in Bombay, and in 1856, a signi¬ 
ficant year in the history of forests in India, 
Lord Dalhousie laid down a definite forest 
policy. 

...owing largely to the increasing difficulty 
of obtaining adequate supplies of timber for 
the great extension of railway lines then 
being undertaken, as a result of the systematic 
destruction of forest areas for cultivation, 
of uncontrolled felling and absence of ail 
protection of forests, the Government of 
India were forced to take energetic steps to 
protect from further destruction the forests 
that still survived ... [Smythies 1924:6-7]. 
In I856LordDaihousieappointed Brandis 
the superintendent of the Pegu teak forests. 
In 1863, Sir Charles Wood, the secretary of 
state for India, showed keen interest in the 
organisation of the forest department in India 
and the preservation of the forests. 2 His 
recognition of the “grave position of the 
accessible forests of the country, which were 
threatened with total annihilation'*, found 
expression in the appointment of Brandis, 
in 1864, as the first inspector general of 
forests to the government of India (Advani 
1927-28:7], During his long term in office, 
Brandis worked tirelessly to establish the 


organisation in all partsof India. He travelled 
extensively through the forest tracts of the 
country. He visited the Sind forests in 1867, 
the Berar forests in 1869, the Bombay forests 
in 1870 and the Madras forests in 1881, his 
last major assignment. The detailed accounts 
as well as the suggestions and instructions 
embodied in thepumerous inspection reports 
prepared during his many visits, bear 
testimony to his commitment and thorough¬ 
ness. He laid the foundation of systematic 
forestry in India. 

Significantly, England's own forests had 
long been devastated. It is said that the first 
serious inroads occurred in Henry Vllfs 
time when he seized church land for his own 
use and “turned them into cash”. James I had 
fostered colonisation schemes, especially in 
Ireland, which reduced the forest area, and 
Charles 1 “always in need of cash”, alienated 
many of the crown forests. “During the 
Revolution beginning in 1642, and during 
Crom well’s reign a licentious devastation of 
the confiscated or mortgaged noblemen’s 
woods took place” [Femow 1907:315]. With 
oak forests vanishing in England, the need 
for suitable timber for the Royal Navy began 
to be felt. As Stebbing put it. “the safety 
of theempire depended on its wooden walls” 
[Stebbing 1 1922:63]. This was a period of 
intense rivalry between the colonial powers, 
and Indian teak, suitable for shipbuilding, 
saved England during the war with Napoiean. 
It also helped later maritimeexpansion. Ships 
were built from the teak imported from India 
and in the dockyards in Goa and the Malabar 
coast [Guha 1983:1883]. 

Despite some efforts after the mid-17th 
century by the government to advance 
forestry in England, it had remained largely 
neglected. In 1885, England was almost the 
only country without a forest school. Such 
institutions existed in Prussia, Saxony France, 
Switzerland. Austria, Sweden, Spain, Russia 
and, in fact almost every other country 
[Indian Forester ? 885:332]. In 1907, it was 
observed, “Altogether forest management 
and silvi-cultural practices are stilt nearly 
unknown in England, and until within a few 
years, the useful idea of working plans had 


not yet penetrated the minds of owners of 
estates” [Femow 1907:319]. In other words, 
England lacked an “intelligent conception 
even, not to speak of application, of proper 
forest policy or forest economy” [Femow 
1907:308]. England, however, was the largest 
wood importer in the world in the 19th 
century. In 1917, R S Troup, the assistant 
inspector general of forests, wrote that 
“Britain is still content to rely on foreign 
imports for the great bulk of her timber 
supply”, adding that conservation of forest 
wealth had never been a special feature of 
its administration in the past [Troup 1917:1]. 

Therefore, when the British government 
was confronted with a crisis situation in 
India, it turned to Germany for expertise m 
forestry. Germany (and later France) had 
made considerable progress in the field before 
the close of the 18th century. German 
foresters were the first to base the principles 
of forestry on observation and to treat it in 
a scientific manner. Hartig, Cotta and 
Hundeshagen were the founders of systematic 
forest management in Germany. By the end 
of the previous century the German empire 
could boast of nine forest schools, 10 
periodicals and one general association of 
German foresters [Brandis 1890:307].’ 

Brandis, although a trained botanist, had 
turned to forestry and represented the 
tradition of scientific forestry which had 
developed in Germany and for which he had 
great admiration. He was convinced of the 
superiority of the forestry practice in 
Germany and energetically advocated its 
application, with some modifications, mother 
countries as well. Indian forest officers, he 
argued, must be made familiar with the 
science and practice of forest management 
in Europe, and with the experience gained 
in forest administration in those countries 
“where it is best understood” [Brandis 1885: 
463]. For Brandis. German forestry served 
asamodel for the establishment of systematic 
forest management in India. This is, of course, 
not todeny the sensitivity with which Branchs 
viewed and commented on the local con-* 
ditions and made some extremely valuable 
suggestions. Nevertheless, given that in 
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Brandis' time the knowledge of tropical 
forests was extremely limited in Germany, 
a number of problematic issues emerge. 

Theother problematic area which the paper 
will attempt to explore is Brandis* relation 
with the British government. From the 
evidence available, it appears that Brandis, 
a thorough professional devoted tosy stematic 
forestry, often felt constrained bythe 'narrow¬ 
mindedness' and the 'prejudice and ignor¬ 
ance* of the government. The constant 
demand for surplus forest revenue made it 
difficult for Brandis to carry out measures 
in the long-term interest of better forest 
management. His achievements, in his own 
words, such as the professional training of 
forest students in Europe, the system of fire 
protection, the scientific organisation of the 
staff, the proper control of forest accounts, 
the formation of reserved forests in many 
provinces, the establishment of the Dehra 
Dun School, were the outcome of 'inter¬ 
minable struggles'. 

The paper does not attempt to evaluate 
Brandis' contribution to the establishment 
of systematic forest management in India; 
only a trained forester can do that. From all 
accounts, it appears to have been substantial. 

Forestry in Germany 

Although the first sporadic and crude 
beginnings of a forest management in 
Germany may be traced back to the 14th and 
15th centuries, it was not till much later that 
such management became common. The 
forest conditions arc said to have deteriorated 
continuously in Germany until the end of 
the 18th century. Every forest ordinance 
began with complaints regarding the rapid 
forest devastation and predicted timber 
famine in view of the increasing population, 
increasing industry and commerce and hence 
increased wood consumption. Along the 
waterroutes, where transportation was easier, 

. the available supplies were ruthlessly ex¬ 
ploited. 

Other causes of devastation were the Thirty 
Years War. the wars of the 18th century and 
the loss of interests in the forests by the 
peasants after the collapse of the 'Mark’ - 
the common property of the people. The 
peasants had often to steal what they needed 
acid their depredations were increased by the 
4esirt to avenge themselves on the landed 
proprietors for the oppression to which they 
were subjected. The increase in game, which 
was fostered by the landed gentry did 
much damage to the young growths [Femow 
op cit: 45]. 

r To stave off a threatening timber famine, 
itegulation in the use of wood was attempted 
by the forest ordinances, to the extent, for 
fteataple, of forbidding the hanging out of 
gfiten bush to designate a drinking hall. 
Those restrictions were directed either at the 
practice in the exploitation of the forest or 


af the use of the material. Attempts were 1 
made to reduce the use of building timber. 
Building inspectors weretoapprovebuilding 
plans and inspect buildings to see that they 
were most economically constructed. Econo¬ 
mies in charcoal burning, in potash manu¬ 
facture for glass and in the turpentine industry 
were prescribed. Regulations enforced 
orderly procedure in the fellings [lbid:4647]. 
With the beginning of the 18th century, 
besides prescriptions against wasteful use, 
definite forest policies had become quite 
common. These aimed at forest preservation 
and improvement of forest conditions, and 
also at providing wood at moderate prices. 

Although sporadic attempts at sowing and 
planting arc recorded as early as the beginning 
of the 14th century, extensive artificial 
reforestation did not begin until the middle 
of the 18th century. By that time planting 
methods were nearly fully developed. Among 
the hardwoods, oak was the first to receive 
special attention. By the middle of 16th 
century the forest ordinance gave instructions 
for planting oak. It was a practice in some 
regions to plant on special days, for instance 
to celebrate a wedding day. In order to be 
married the bridegroom had to prove that 
he had planted a certain number of oaks 
besides fruit trees [Ibid; 58). It was only 
towards the end of the 18th century that 
planting of pine was taken up. 

The fear of a timber famine and "the 
apparent hopelessness of bringing improve¬ 
ment into the existing forest conditions 
created anxiety and a desire to plant rapid 
growers, such as birch, willow, aspen, alder; 
the planting of the White Birch became so 
general in the beginning of the 18th century 
that a regularbetulomania is recorded" [Ibid; 
61 ]. At that time, firewood was still the main 
concern, and these rapid growing species 
had some justification. 

Nevertheless the condition of forests at 
the beginning of the 19th century was said 
to be ‘most pitiable*. Export trade in wood 
had become brisk and the financial depres¬ 
sion, a result of the French Wars, led to 
increased exploitation. With improvement 
in the means of transport, the exploitation 
spread to distant forest areas and enlarged 
the waste area. Around the year 1800. con¬ 
siderable literature on the threatening timber 
famine appeared, and the desire for rapidly 
growingspecics became once more prevalent. 
In many parts of Germany great efforts were 
made to replant the denuded areas with 
coniferous species, pine etc. by which, even¬ 
tually, a great change in the forest type from 
the original mixed forest to the pure forest 
was effected [Ibid; 91]. 

Along with the development of means of 
communication, the substitution of coal for 
firewood had the greatest influence on the 
use of forest land in Germany during the 
19th century. The use of coal in Germany 


increased (^displaced woodleadteg 
to a complete switchover in German forest 
management from the production of ftiel- 
wood to the production of industrial timber. 
About 1850, only 20-30 percent of the total 
wood produced in most of the German state 
forests was industrial timber and 70-80 per 
cent was fuelwood. By 1913, the ratio was 
reversed [Heske 1938; 39]. This reversal had 
other weighty consequences, tree species 
which produced 'valuable' timber were 
favoured as against those that produced 
mainly fuelwood. For this reason beech, for 
example, lost to spruce and pine. "Unfortu¬ 
nately", observes a German forester, "this 
tendency went too far in many parts of 
Germany. In order to increase profits, 
broadleaf or mixed conifer broadleaf stands 
were replaced by pure stands of the 
supposedly more profitable ‘money trees' 
(geldbaeume), especially spruce and pine" 
[Ibid: 39]. However, a century of systematic 
forest management in Germany, had trans¬ 
formed depicted, abused woods into well 
managed forests with increasing yields. 

Significantly, there were reactions to these 
developments in what came to be known as 
'Back to Nature movement* and the ‘Dauer- 
wald Movement’. The former school of 
thought was led by Johann Christian Karl 
Gayer in the last quarter of the 19th century. 
It criticised the "one-sided striving for 
normality and the mathematical calculations 
of profits". Instead, it demanded that the 
forest be treated in accordance with biological 
laws, ie, mixed forests instead of the pure 
stands; retention of the soil-improving broad¬ 
leaf species, especially beech; natural regene¬ 
ration instead of clear cutting with artificial 
seeding or planting and uneven aged form 
of forest in place of forests composed of 
schematically arranged even aged stands 
flbid; 40]. Gayer’s ideas were, however, far 
more influential in Switzerland than in 
Germany. Closely connected with this 
movement was the Dauerwald (continuous 
forest) movement. RossmacsslcrofTharandt 
was the first to voice recognition of the fact 
that the forest was not merely an aggregate 
of individual trees but an integrated, organic 
unity comprising all the innumerable living 
organisms, from the smallest soil microbe 
to the age old tree. The doctrine demanded 
that clear cutting be strictly avoided, instead 
selective cutting be done in such a manner 
that the forest hardly noticed it [ibid: 42]. 

These movements became more influential 
later than they were in their own times, 
although lip-service was paid to the principle 
embodied in these doctrines. In the 19th 
century, the dominant trend in forestry was 
in favour of fast growing and economically 
profitable species and mono-cultures. The 
pioneer German foresters, it is observed, at 
the beginning of the !9th century clearly 
realised that the immediate problem was to 
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establish in economically productive forest 
on the exhausted and deteriorated forest 
lands. It was necessary to do this as quickly 
as possible, by means of planting, in order 
to safeguard the timber supply of the nation. 
In many instances this was possible only by 
extensive planting of conifers on the old 
tired copice areas and on broadleaf soils 
(Ibid: 154]. Although foresters liked to 
believe that the artificial forests which came 
into being wereonly the first stage in German 
forestry, a transitional stage, that would 
finally be transformed into natural mixed 
forests, it remained merely at the level of 
an idea. In the latter half of the last century 
it was forgotten and deliberately pushed 
aside by the doctrine of ‘soil rent* with its 
one-sided emphasis on profits. 

Thedangersof the German methods during 
the 19th century “with a schematic system 
of forestry that placed too much reliance on 
mathematical calculations** came to be 
recognised later. Heske, a German forester, 
issued a note of caution that there was 
imminent danger of slipping into schematic 
forms of forest structure during the transition 
from virgin forests or from forests subject 
to unrestricted exploitation to forests under 
sustained yield management. “Virgin forests, 
especially in the Tropics, contain innumer¬ 
able trees of no present commercial value 
intermingled with a few that act highly 
valuable. It is only too easy to make the 
mistake of converting these mixed, uneven, 
virgin forests into uniform plantations of a 
single valuable species (monokulturenr 
[Ibid: 40). Heske further observed that this 
mistake had been made repeatedly. Large 
areas were planted with even aged plantation 
of a single species, fast growing or econo¬ 
mically valuable, without consideration for 
the biologic factors which characterise the 
forests. But Heske was writing only in 1938. 

Brandis belonged to the mainstream 
development in forestry in Germany in the 
19th century. He was extremely appreciative 
and even proud of the great advances made 
by German forestry, reflected in rational 
management of forests, efficient forest orga¬ 
nisation and a vigorous forest education. It 
is with these ideas of how forestry ought to 
be undertaken that Brandis came to India to 
advise the British government on matters 
relating to forests. It is important to note that 
Brandis could not have had much actual 
knowledge of the nature of Indian forests, 
or for that matter, tropical forest ecosystems. 
From all evidence available it appears that 
very little was known about tropical forests 
in 19th century Germany. 

Brandis in India 

Dietrich Brandis was bom on April 1, 
1824 in Bonn. He.studicd Natural Sciences 
in Gottingen, Bonn and Copenhagen and 
received his Doctor of Science ror Botany 


in Bonn in 1848. Lies* remarks that his 
future was undeniably determined by the 
circumstance of his marriage in 1845 to an 
English lady, Rachel Marshman, sister-in- 
law of General Havelock who was stationed 
in India. Through his wife, Brandis became 
related to the then Viceroy of British India, 
Lord Dalhousie (Liese 1986: 640]. When 
lower Burma became part of the British 
empire, Lord Dalhousie offered Brandis the 
position of the superintendent of the forests 
for Pegu. Till then all teak forests in this 
province were classified as "king trees* and 
in possession of the king. The special task 
of Brandis was to study the nature and 
cultivation of the teak forests, which were 
being threatened by uncontrolled felling. 

Within a year of joining. Brandis drew up 
new rules to bring the Pegu forests under 
regular conservancy and to prevent their 
destruction. The linear valuation survey 
which he developed in order to undertake 
a preliminary enumeration of the teak trees 
in the forest became widely accepted. In 
1857, the forestsof the entire Burma province 
were brought under Brandis. His early 
attempt to bring the working of the forests 
under departmental control evoked oppo¬ 
sition from all sides, particularly from mer¬ 
cantile firms engaged in the timber business. 
As soon as the merchants of Rangoon realised 
that the system introduced by Brandis in 
1856 would limit the quantity of teak brought 
to market, they started “a vigorous opposition 
against it" lBrandis, 1896: 10]. 

At that time, the war of 1857 had saddled 
the government with enromous debt, and 
had also diminished the public revenue. The 
merchants of Rangoon urged that all the 
mature timber standing in the forest be sold 
to them. Given the high market rates, it 
would produce a large revenue for the 
government. Seeing that Brandis remained 
firm, they went to Calcutta and “backed by 
the influence of the large and powerful 
mercantile firms of Calcutta they succeeded 
in inducing the Government of India to order 
the commissioner to throw open the Pegu 
forests to private enterprise" (Ibid: 111. This 
was Brandis' first experience of being let 
dowi, by the government. He, however, drew 
comfort from the thought that the real 
valuable forests which had. by then, already 
come into the hands of the government, had 
been saved, and that the folly of the decision 
was amply recognised subsequently. 

An important achievement attributed to 
Brandts is the utilisation of "toungya* culti¬ 
vation, a form of shifting cultivation practised 
in Burma which had destroyed teak forests, 
to, in fact, produce teak. As early as 1856 
ar attempt was made in Prome district to sow 
teak in regular rows, together with rice. 
Twenty years later, this attempt had grown 
into a regular system by which large areas 
were annually stocked with teak at .< cost 


far below that of regular plantations (Indent 
Forester, 1884: 349]. There is, however, 
another view which attributes the first attempt 
at loungya teak plantation to a Burmese. 
Blanford suggests that it is on record that 
the first such plantation was formed by 
V Panhee, a Karen in the Thonze forests, as 
a personal present to Brandis [Blanford 1956: 
131. However, this remains unconfirmed. 

The war of 1857 created a sense of urgency 
to develop better means of communication 
in the country for military reasons. Obtaining 
adequate supplies of timber for the extention 
of railway lines, for both sleepers for laying 
the rails and fuel for the engines, was 
becoming increasingly difficult. To ensure 
a continuous supply of timber for the 
railways, for public works, to meet the needs 
o! the people as well as to check the alarming 
deterioration of loresis in the various pro-, 
vinces, introduction of a regular system of 
forest conservancy for thecountry as a whole 
was deemed to be essential. As a step in this 
direction, the government appointed Brandis 
as the first inspector general of forests' in 
1864. Brandis had been called away from 
Burma in 1862 and placed on special duty 
under die government to assist in organising 
forest administration in other provinces. 
Brandis held the appointment for a long 
period of 19 years. 

During this period Brandis laboured to 
establish the forest department in the various 
provinces. He recognised the necessity of 
forest legislations which would provide 
protection to the forests as a whole by laying 
down the prescriptions for their management 
in clear terms. The officers of the newly* 
established department would enjoy suffi¬ 
cient authority to carry out the prescriptions. 
Brandis advocated that officers from the 
military should be inducted into the higher 
levels of the forest service (Negi: 1991:53J. 
Brandts showed great regard, characteristic 
for a German, for (he discipline which these 
officers could introduce into forest manage* 
nient. 

In 1865. the first Indian Forest Act was 
passed. It was amended in 1878 when a 
comprehensive law, The Indian Forest Law 
Act VII, came into force. Subsequently, the 
Burma Forest Act of 1881 and the Madras 
Forest Act of 1882 were passed. The 
provision of this act established a virtual 
slate monopoly over the forests in a legal 
sense on the one hand, and attempted to 
establish, on the other that the customary use 
of forests by the villagers was not a ‘right* 
but u "privilege* which could be withdrawn 
at will. It must be pointed out that Brandis 
was associated with the preparation and 
enactment of the forestry legislations but 
probably, as it appears from his writing, only 
in a limited way. He later wrote, “...my 
business merely was to submit proposals* 
the acts were drafted and passed in the 
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legislative council and the results .were not 
always in accordance with the proposals 
which 1 had submitted. Forest legislation is 
an intricate business in all countries, and in 
India it is particularly difficult../' [Brandis: 
1897a: 51]. 

Brandis saw the value of state control over 
forests. As a rule, he felt, "unless Government 
had stepped in and had reserved forest tracts, 
many districts would have become denuded 
and the people would have suffered" 
[Brandis: 1884:23]. He maintained that the 
government, as the guardian of public 
interest, had a duty to regulate the rights of 
the people to the forest, in order to ensure 
good management of the reserved forests. 
He even suggested that the government was 
at liberty to extinguish these rights, if 
necessary, in a particular forest area, by 
paying liberal compensation of money or 
land. But then he clearly stated that in his 
opinion the customary uses ought to be 
regarded as a right. In a paper he read at the 
meeting of the British Association, Brighton, 
in 1872, he said, "There has been much 
thoughtless talk, as if the natives of India, 
in burning the forests and destroying them 
by their erratic clearings, were committing 
some grave offence... Such rights, when the 
public benefit required it, must be extin¬ 
guished; but the wild tribes of India have 
the same claim as the holder of prescriptive 
forest rights in Europe, to demand that pro¬ 
vision be made for their reasonable wants 
and requirements" [Ibid: 53]. Some of his 
suggestions, which would have taken better 
care of people's needs, remained neglected. 
We will discuss them later. 

For Brandis, the chief aim of forest manage¬ 
ment was to steadily improve the condition 
Of forests and never to cut more than that 
Which the annual production by natural or 
.artificial means would justify. The essential 
conditions for success included effective 
protection; effective regeneration, either 
, naturally or artifically; development of good 
lilies of communication to facilitate the 
working of forests; and methodical plan of 
work [Ibid: 11]. Brandis expressed satis¬ 
faction with regard to the protection of forest 
by control of annual fires which caused great 
injury to the forests. In his words, it was 
/achieved through "indomitable perse¬ 
verance" and at the cost of "great personal 
exertion" [Ibid: 11]. 

, It was also clear to Brandis that planting 
and other cultural operations were necessary 
not only to stocjk bare hillsides and plains 
urith trees, "but also to increase the proportion 
tiff the more valuable species in the forests". 
As 8 rule, Brandis observed, it was expected 
tfokt natural reproduction would be the most 
Important method of regenerating forests in 
.fodia but natural reproduction would have 
.fo be aided by cultural operations when it 
m intended to increase the proportion of 
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more valuable kinds of trees, Or when, 
because of unfavourable conditions of 
climate, soil etc, the regeneration of a forest 
would otherwise be slow and imperfect. 
Again, plantations would be necessary in 
order to form new forests in places where 
formerly no forests existed [Brandis 
1879a: 18]. 

He found it a peculiarity of India that the 
timber which was marketable, often grew 
with other kinds for which there was no 
demand. For example, the so-called leak 
forests of Burma had only 10 per cent teak 
trees. Therefore, Brandis observed, "It is of 
utmost importance to plant teak 4 and 
otherwise to favour the growth of this tree 
at the expense of the less valuable kinds" 
[Brandis 1884: 12]. The protection of teak 
was to be ensured by, among other measures, 
girdling of other trees which interfered with 
the growth of the young teak [Brandis, 1858: 
4]. Brandis proposed to gradually convert 
the favourable forest tracts into pure teak 
forests. This was to be achieved by the 
following means: one, gradually changing 
into pure teak forests those localities where 
teak formed a considerable portion of the 
forest by removing a portion of other trees 
and all underwood and giving teak greater 
facility for multiplying itself, and two, by 
filling with young teak trees the spaces 
between different patches of teak forests and 
establishing teak nurseries and plantations 
[Brandis 1860: 41; See Brandis 1858]. 

In Burma, up to 1883, teak had been 
planted in 11,221 acres and this was to be 
undertaken on a much larger scale. Bamboos 
which formed extensive forests in the teak 
region, mostly flowered gregariously all at 
once over large tracts, and died. Attempts 
had been made to burn and clear these areas 
and plant teak which, Brandis hoped, might 
develop into a good system [Brandis 1884: 
13]. Altogether, in 1895, an area aggregating 
43,296 acres had been planted, chiefly with 
teak in lower Burma and this area was being 
extended [Brandis. 1897a: 39]. 

Similar conditions existed in the forests 
of 'deodar* (Cedrus deodara) in the north 
western Himalayas and those of‘sal* (Shorea 
robusta) and ‘sissoo’ (Dalbergia sissoo) at 
the foot of the Himalayas stretching from 
Punjab to Assam. They did not form pure 
forests but were always mixed with a large 
number of trees which, Brandis observed, 
were of little value. While deodar, sal and 
sisso commanded aready market, the demand 
for the other wood was extremely limited. 
Brandis noted that the efficient protection 
of forests which had been undertaken over 
large areas had had the effect of increasing 
production “not only of the valuable forest 
produce, but equally so of that which is 
without value". He pointed out that not only 
is there "no market for the less valuable 
kinds of timber, but chiefly that when teak, 


dbodar, and the after more valuable trees 
are cut, the ground is taken up by trees, 
bamboos, and shrubs of no value, and that 
it is difficult to work a mixed forest so as 
to promote the production of the more 
valuable kinds" [Ibid: 1]. To him, the most 
effective remedy was to increase the 
proportion of die more valuable kinds by 
sowing and planting, the cost of which 
however, prohibited their extension over 
large areas. Therefore, other measures such 
as killing of less valuable kinds by barking 
or girdling were attempted in the mixed 
forests of different districts in order to secure 
preponderance of valuable timber. In this 
way progress was made to promote the 
growth of teak in Burma, sal in Kumaon and 
deodar in the north west Himalaya [Ibid: 1; 
see Brandis 1879c: 28-31]. By silviculture 
techniques of ringing and girdling and 
protection from fire, many mixed oak-conifer 
forests in the Himalayas were successfully 
transformed into pure coniferous strands 
[see Guha 1989: 50-51], Extensive planta¬ 
tions of sissoo had been formed mainly in 
the Punjab [Brandis 1884: 4]. This trend 
continued after Brandis. 

It must be added that Brandis put forth 
two suggestions with regard to the simul¬ 
taneous utilisation of the less valuable kinds 
of timber. One, to revive or establish afresh 
the industry of iron-making with charcoal 
which would utilise inferior wood. Two, to 
make the inferior woods more durable and 
hence more valuable by impregnating them 
with antiseptic substance. To reduce the 
pressure on deodar and other timbers like 
teak and sal for railway purposes, Brandis 
and his men attempted from 1860 onwards 
to find inexpensive methods of creosoting 
other varieties of timber. But technical 
problems remained insurmountable and the 
pressure on hard woods continued throughout 
the railway building period before World 
War 1 [Tucker 1982: 117J. 

Brandis' Recommendations 

It would be in order to consider some of 
the important suggestions which Brandis 
put forward and which remained largely 
neglected. While Brandis demonstrated the 
sensitivity and farsightedness of a profes¬ 
sional, the colonial government was pre¬ 
occupied with short term considerations, 
political and financial. Brandts advocated 
state control over forests but he also insisted 
that the rights ought to be settled in a 'just 
and equitable manner*. In a debate that took 
place around Brandis' draft of 1869, which 
was drawn up to remedy the defects of the 
Forest Act of 1865, Brandis took the middle 
path when he recommended the constitution 
of village forests of the kind which existed 
in some of Europe including Germany. The 
two extreme positions were represented by 
Baden Powell, on the one hand, who ad- 
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Madras government on the other which 
believed that state intervention should 
be minimal and favoured community 
forest management [Gadgil and Guha 1993: 
127*131). 

Based on the European model, Brandis 
proposed that three classes of forest property 
be created: state forests, village and com¬ 
munity forests, and private forests [Brandis 
1875: 2]. Side by side with the efficient 
administration of state forests, Brandis ob¬ 
served, there existed an equally efficient 
administration of communal forests in France 
and in most states of Germany. Not only did 
these forests yield a permanent supply of 
wood and fodder to the people without any 
material expense to the state, they also 
contributed to the development of local self- 
government. In many parts of France, 
Germany and Italy, Brandis noted, the old 
communal forests were a source of wealth 
to the country. The income derived from 
them paid for the construction and main¬ 
tenance of roads, bridges, churches, schools 
and other public buildings. There were many 
towns and villages where a large portion of 
the municipal expenditure was covered by 
the revenue derived from the forests belong¬ 
ing to them. In many instances a considerable 
part of the surplus remained available for 
distribution to the citizens over and above 
the wood fuel which they received without 
payment [Brandis 1888: 5]. 

Brandis hoped that this experience would 
be replicated in India. He rightly foresaw 
that it would have far reaching consequences. 
These forests could supply forest produce 
both to the villages to which they were 
attached and to other villages. The produce 
would include firewood for industrial and 
domestic use, wood for agricultural 
implements, bamboo and timberfor building, 
leaves and branches for manure and grazing 
for cattle. Although speaking specifically 
about Mysore, Brandis had the rest of the 
country in mind. A village’s forest, whenever 
possible, he suggested, ought to be within 
the boundary of the village to which it was 
attached. It would consist, as a rule, of the 
jungle and grazing lands, attached to each 
village as far as they had not been taken up 
by the forest department as reserved forests. 
In many cases, however, it might be necessary 
for purpose of management, to include in 
one block the forest areas of several 
contiguous villages. The village forest, 
whenever possible, ought to supply the 
requirements of the village, including the 
requirements of village industries such as 
sugar making, iron smelting, lime and brick 
making and charcoal making [Brandis 1868: 
38], 

Although Brandis strongly recommended 
the establishment of village forests he was 
clear that the control of such forests could 


not oe iett to ttte community, at least tn tne 
Initial stage. Brandis advocated state control 
in a way it had been achieved in Germany. 
He maintained that the preservation and 
improvement of such forests could only be 
“secured by the intervention of Government 
whose officers, at the outset at all events, 
must undertake the control and management 
of the village forests [Brandis, 1878: 48]. 
In other words, the village forests could be 
protected and managed by the community 
but under the control of the state, for even 
in Europe it had become clear that ’the 
communal forests would often be worked 
in a wasteful manner, if their management 
were not controlled by the State” [Brandis. 
1884: 35). Brandis feared that unless the 
communal forests were placed under manage¬ 
ment by professionally trained officers, they 
would "neither be preserved nor improved, 
they will continue to deteriorate'. And the 
present' apathy and ignorance* of the people 
in India with regard to the management of 
their common woodlands, and grazing 
grounds, and the utter neglect and consequent 
progressive denudation of these lands would 
continue [Brandis 1878:48]. He hoped that 
the "village authorities* would gradually 
acquire the knowledge which would enable 
them to share in the management of those 
lands. 

In Mysore, however, the suggestion was 
not considered favourably. The governor 
general went by the opinion of the officers 
of the province who detected many dif¬ 
ficulties in the implementation of the project 
of village forests. "Supervision, they con¬ 
sider, would be difficult and the prejudices 
and rivalries of Natives might be excited if 
men of different classes and castes shared 
in the same forest” [Brandis 1868:393. ] They 
suggested that in order to meet the require¬ 
ments of the communities, depots could be 
established where firewood and timber could 
be bought. Not only in Mysore but in the 
rest of the country as well the project was 
eventually unsuccessful. Brandis recognised 
this when he wrote. ’The formation of com¬ 
munal forests belongingtotowns and villages 
has not made much progress in India and 
yet it is certain that few measures are more 
likely to promote the development of healthy 
self-government of towns and villages ...” 
[Brandis 1888:2]. 

Another suggestion made by Brandis 
which went unheeded concerned the revival 
of the old native iron industry. Brandis 
pointed out that efficient management and 
protection of forests had resulted in the 
increased production of both the valuable 
and the less valuable timbers. While the 
former found a ready market, the latter in 
many places only crowded the forest leaving 
little room for the valuable timber. From this 
pcint of view efforts were made by some 
foresters to revive and improve the oldnative 


Iron industry which Brandts Observed "tins 
produced and may still produce iron and 
steel of excellent quality” [Brandis 1884:30; 
sec also Brandts 1894.] 

Steel and wrought iron “of the very best 
description’* had from time immemorial been 
made with charcoal in innumerable small 
furnaces [Brandis 1897:56]. The increased 
cost of charcoal, which necessarily resulted 
from the strict forest conservancy had 
probably been the chief cause of decline of 
the industry. And if the wood for charcoal 
became available, there would be a decrease 
in the cost of charcoal. [Brandis 1881:3], 
The other two reasons for the decline of the 
old iron industry were that imported iron 
was cheaper and that the forests had become 
depleted from excessive cutting. 5 

For Brandis the question of iron making 
by charcoal was "one of great importance , 
for the development of rational forest 
management in India” and if it succeeded, . 
he observed, "we shall have accomplished 
a task the importance of which, for forest 
management in India and generally for die j 
development of the resources of many j 
naturally poor districts, can hardly be 
overrated” [Ibid:2]. Brandis recognised that 
the charcoal-made steel and iron of India, ! 
even if the methods of manufacture were ; 
greatly improved, was not likely to be ; 
exported and might not be able to compete : 
with the steel and iron imported from : 
England. But for many purposes it was, even 
at the time, preferred by the people. Most 
important, of course, was the fact that It , 
would make room for the more valuable . 
species of trees [Brandis 1884:3) ]. In 1897,' 
Brandis noted with dismay that no action j 
had been taken on his proposals and that “a j 
great opportunity for contributing materially i 
to the further development of India” might 
be lost [Brandis 1897a:58]. 

Indigenous Forestry 

It might be of interest here to record 
Brandis* observations with regard to the 
indigenous practices of forest management 
existing at the time. They are important itt 
that they point to the existence of a kind of 
forest management before'the British intro* 
duced it in India. He noted with appreciation 
the existence of sacred forests which he 
wrote, demonstrated a "traditional form of 
forest preservation”. And although these 
practices never entered formal discourse on : 
scientific forestry, Brandis showed some 
interest in them. 

Brandts toured through Rajputana in 1869- 
70 and witnessed "some extensive wood¬ 
lands'* throughout Rajputana, “it being the 
custom in most of the Native Stales to con¬ 
serve certain tracts of jungle and grass, 
generally called 'birs* to furnish cover for 
game, and in order to give a supply of grass, 
firewood and small timber” (Brandis 
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’ ‘dhao’jungjes 

offtcRaojec of Hamtrghur was worked on 
a'*regular system of coppice all the graduated 
age being complete’*. These woods were 
preserved for shooting, and to furnish grass 
and wood. The clearances, Brandis remarked, 
had been made not arbitrarily, but blocks 
had been cut over successively in a rough 
kind of rotation, the coppice on the clearan¬ 
ces was protected, and was springing up 
vigorously. 'It gave the Rao great pleasure", 
Brandis wrote, "when 1 complimented him 
upon his attempt at regular management" 
[Brandis 1897a: 16]. 

Game preserves had been established and 
maintained by the local chief in many parts 
of India. The most extensive of these were 
the forests of babul (Acacia arabica) in lower 
Sind. They were established by the Amirs 
of Sind. In Rajputana too, in the states of 
Bharatpur, Jaipur, Mewar, Kishangarh, 
Pratabgarh, Banswara, as well as on the 
estates of feudal noble in some of these 
territories, large areas of forests and grass 
lands were preserved to furnish cover for 
game and a permanent supply of grass, wood 
and timber. Under certain restrictions these 
preserves were generally open to the sur¬ 
rounding population. These restrictions 
varied in different localities, just as there 
was a great variety in the degree of protection 
given to these forests and in the means 
employed to secure this protection. In some 
instances, poor people made a regular 
living by collecting firewood and selling it 
in town. In Kishangarh for example, he 
found that during the years of famine and 
drought, cattle were allowed to graze in 
these preserves, and branches of certai n trees 
were allowed to be cut for cattle fodder 
[ibid: 13-15]. 

On having entered the territory of the 
Thakur of Bednor, a feudatory to the 
Maharaja of Udaipur, Brandis noted "...the 
contrast in the appearance of the country 
greatly surprised me. In British territory the 
hills, which at one time had been covered 
by a fair jungle of khair (Acacia catechu) 
and Dhaukra (Anogeissus pendula) were 
denuded, the trees having been sold to 
charcoal contractors of the British Canton¬ 
ment of Nasirabad... As soon however as I 
entered the territory of Bednor, the hills 
were wooded, not a tree having been felled" 
{INd: 16]. The thakurhad refused thecharcoal 
contractors, "knowing well that the grass. 
Which, even in dry seasons, maintained itself 
under the shade of the trees, and the branches 
4 Of the trees themselves, had saved the cattle 
-of Bednor in years of drought, and more than 
tfiis, that the water supply in those tanks. 
Upon which the fertility of the country 
' depended, was maintained by the forest 
^growth upon the hills" [Ibid: 16]. 
s; The value of these reserves, Brandis 
Observed, was not to be measured by the 
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revenue they produced, tat By’Increased 
production of Cattle fixWer and wood for the 
people, and by the effect which their pro¬ 
tection would have in increasing the water 
supply in wells, tanks and springs” [Brandis 
1879b:42]. Nevertheless he continued to 
maintain that there had been no organised 
and effective action to accomplish these 
objects. In fact, as a rule, he pointed out, 
if the government had not stepped in and 
reserved forest tracts, many districts would 
have become denuded and people would 
have suffered [Brandis 1884:23]. 

He also mentioned the remarkable wood¬ 
lands, known as Kans, found in the moist 
districts of the Mysore state. These Kans 
were patches of dense forest, consisting 
mainly of evergreen trees. They were mostly 
private property, paying land tax. The im¬ 
portant products of these forests were, sago 
palm, black pepper, and jackfruit. In some 
kans, coffee trees were cultivated. Besides 
these products, the kans yielded fuel, wood 
for building, branches and leaves to manure 
paddy fields, areca nut and betel [Brandis 
1897a: 17-18]. 

Brandis noted that, although little had 
been published about sacred groves, they 
were ‘very numerous’. He wrote "I have 
found them in nearly all provinces. As 
instances I may mention the Garo and Khasia 
hills which I visited in 1879, the Devara 
Kadus or sacred groves of Coorg... and the 
hill ranges of the Salem district in Madras 
presidency... well known are the Swami 
Shola on the Yeiagiris, the sacred grove at 
Pudur on the Javadis and several sacred 
forests in the Shevaroys. These are situated 
in the moister parts of the country. In the 
dry regions sacred groves are particularly 
numerous in Rajputana" [Ibid: 12]. In Mewar, 
they usually consisted of Dhaukra. In 
southernmost states of Rajputana, in Pratab¬ 
garh and Banswara, the sacred groves called 
Malwan, consisted of a variety of trees, 
including teak and bamboo. The sacred 
groves, Brandis observed, were more rigidly 
looked after by the Bheei chiefs. These groves 
were, as a rule, never touched by the axe, 
except when wood was wanted for the repair 
of religious buildings or in special cases for 
other purposes [Ibid:12]. 

He wrote about a remarkable little forest 
of sal (Shorea robusta) which he found near 
Gorakhpur in the north-west provinces. Close 
by, there lived a Mohammedan holy man 
who maintained a perpetual fire fed with 
pieces of sal timber from the forest. The 
forest, Brandis observed, was in good 
condition and well protected. Nothing was 
allowed to be cut, except the wood requited 
to feed the sacred fire, and this meant the 
cutting annually of a small number of trees 
"which were carefully selected among those 
that showed signsof age and decay" [lbid:l 3]. 
Brandis found a similar forest in Mcrwara 


district. {hen 

ranges of rocky hills, there lived * hodman 
m a cave. Around his cave, the forest had 
been preserved for many generations 
[Brandis 1879b:30J. 

Brandis and British: Conducting Views 

In personal communications Brandis 
expressed his differences with the British 
government on matters relating to forestry. 
On many occasions during his long Indian 
career, Brandis expected that the progress 
of forestry would either be "throttled by its 
enemies" or that it would be led into a 
"mistaken direction by its friends”. In a 
letter to W R Fisher, the editor of The Indian 
Forester , in October 1884, Brandis wrote *1 
never was able to go straight ahead and the 
leading thought was not to attain what was 
best, but to be satisfied with such progress 
as was possible". [Brandts 1884]. He went 
on to write that achievements such as the 
professional training of forest students in 
Europe, the system of fire protection, the 
scientific organisation of the staff, the proper 
control of forest accounts, the formation of 
reserved forests in many provinces, the 
establishment of the Dehra Dun forest school 
were the outcomeof "interminable struggles, 
and could only be accomplished slowly, 
watching favourable opportunities, and by 
rigidly maintaining the condition that these 
new measures should involve no material 
addition to the outlay" [Ibid]. 

On issues pertaining to the bringing of a 
number of professionally trained foresters 
from Germany, to the organisation of a course 
of professional forestry training for young 
Englishmen in France and Germany, and the 
establishment of a forest school in Dehradun, 
serious differences arose. While Brandis 
considered the above necessary for the 
progress of forest conservancy in India, the 
colonial government looked at them merely 
as an additional financial burden. In a letter 
to an American forester in 1906, Brandis 
wrote, "The surplus forest revenue, which 
by that time had commenced, fortunately 
enabled me to carry my point against all 
opposition [Brandis 1906]. He explicitly 
stated that so great was the ignorance in 
these matters in Great Britain as well as 
among those well acquainted with India, that 
the real benefits which British India was 
deriving from good forest management was 
“neither appreciated nor understood”. "The 
only benefits really recognised as the resuli 
of forest conservancy in India, are the surplus 
forest revenue and the provision of six to 
tweleve appointments a year for young 
Englishmen” [Ibid]. 

Brandis was convinced about the necessity 
of establishing a national forest school in 
India. The area of demarcated forests for 
which the department was responsible was 
so extensive that the existing agency was no 
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training school was to prepare Indians for 
theexecutivechaigeof forest ranges. There¬ 
fore efficient arrangements for the teaching 
of forestry werecalied for. Brandis displayed 
farsightedness when he said, “Forestry must 
cease to be a foreign introduction, it must 
become naturalised, before it can be regarded 
as built upon a safe and permanent basis*' 
[Brandis 1877:1]. He was strongly of the 
opinion that a central school of forestry with 
an instructive area of forests attached to it 
was needed. He proposed to set apart a 
numberof forest districts in a central position, 
under a separate conservator, to serve as 
model forests to be utilised forthe instruction 
of the candidates for appointment to the 
class of forest rangers and other superior 
grades of foresters. For a number of reasons, 
one of which was that the coniferous and 
oak forests resembled the forests in Europe, 
Dehra Dun and the adjoining division was 
selected. 

Brandis succeeded after much effort and 
by convincing the government that “the 
necessary outlay would be covered within 
a few years by increased revenue produced 
under a stronger staff with more systematic 
management'* [Bailey 1887:157]. It was a 
telling remark from Brandts that “the 
establishment of the Forest School could 
only be purchased by abolishing for a time 
deputy conservatorship on 900 Rupees" 
[Brandis 1884]. It might be well to remember 
that lack of funds was a major problem of 
forest management in India. Even when the 
establishment of the forest department was 
under discussion in the 1860s, fear was 
expressed that it would be a burden on the 
government exchequer. The department had 
to make efforts to show a profit which was 
its only raison d'etre. In 1897 Brandis wrote 
that, as a rule, men in position of power 
“judge the value of forest administration 
only by the net annual revenue it produces. 
A diminished surplus is regarded as proof 
of bad management" [Brandis 1897b;336]. 
E P Slebbiiig, a senior forest officer, later 
observed that from its very inception the 
forest department's existence hinged on its 
ability to generate revenue. ‘Through alt the 
Despatches, Proceedings, Memoranda and 
Reports written during the last quarter of the 
past century runs the strong undercurrent 
that the department was primarily maintained 
for the production of revenue" [Stebbing 
1926 111:345]. Brandis himself constantly 
reiterated the necessity of research in sylvi¬ 
culture, etc. But the staff was too small and 
too inadequately trained to undertake 
research work. The energies of the trained 
men were, much of the time, absorbed in 
revenue making. As a result, little research 
was done up to the end of the century. 

There seems to have been a fixed idea on 
the part of the central and local governments 


should be kept at 
the lowest possible strength. Brandis pro¬ 
posed that the pay of the staff be upgraded 
so as to afford them better prospects. But, 
Stebbing noted, he did not materially in¬ 
creases its strength and thereby “followed 
theline of least resistance which he invariably 
took in this matter" [Ibid: 11]. 

It was clear to Brandis that a thorough 
professional training, both practical and 
theoretical, was absolutely essential for 
young probationers to enter the Indian forest 
service. He had no doubt that under the 
circumstances the forests of Germany and 
France, particularly those of Germany, 
offered the best opportunities for such 
professional training (Brandis 1890:254]. 
Both countries had training schools and 
colleges, their forest administration was 
carried out on a large scale and forestry there 
was a calling for young men. In 1866, while 
on sick leave in England, Brandis put the 
proposal to the secretary of state for India, 
and it was accepted. But opposition to the 
proposal came from different quarters, the 
Highland and Agricultural Society of Scot¬ 
land, the Royal Horticultural Society of 
England and some botanical experts who 
argued that it was possibleto give the required 
training in Bntain itself. However, Brandis 
succeeded in convincing the concerned 
authorities and this system of training partly 
in Germany and partly in France lasted till 
1866 [Bachkheti 1986:9-10]. 

That Brandis had to function under severe 
financial constraints is obvious from his 
letter to C A Schenck, a German forester 
who worked in the US. In 1897 Brandis 
wrote to him, “In reality 1 have had to get 
money from Germany of my own to enable 
me to cover the expense of my lours of 
inspection as inspector General of Forests, 
which in those days was a most expensive 
business" [Brandis 1897b]. He was stronger 
in his criticism when he wrote to Schenck 
in 1899. "In their natural condition the Anglo- 
Saxon as a race hate systematic forestry. To 
some extent I have succeeded in educating 
Anglo-Indian opinion in that direction, but 
you have seen yourself that among the 
Coopers Hill foresters, the majority hate 
Forestry. What has to some extent educated 
them, has been the large net revenue, which 
we have been able to make" [Brandis 1899], 
And indeed. Brandis was able to show 
good revenue. He was appreciated for the 
fact that he succeeded in raising the revenue 
from 35 lakh of rupees in 1864 to 95 lakh 
in 1883 {Indian Forester 1883:381]. It was 
observed that Brandis held the “balance 
between true economy and foresight and the 
demand fpr revenue. He knew that a fair 
balance sheet was. in the eyes of the govern¬ 
ment, almost our only raison d'etre. That 
while he was careful to limit the fellings and 
to implement measures of conservation and 


i^rodnctf he never ceased lo insist 
making things pay. This he did by severe 
economy, careful attention to details, and by 
utilising every humble source of revenue" 
[Indian Forester 1884b:499]. 

That Brandis was greatly disillusioned 
with the British government is obvious from 
the letters he wrote to two foresters in 1906, 
a year before his death. To J Hooker he 
wrote, T wish 1 had confidence in the steady 
progress of good forest management in India. 
The enemies are numerous and powerful" 
[Brandis 1906]. To Schenck he wrote in die 
context of a universal concensus in favour 
of forest conservancy in the US. “Neither 
1 nor my successors have been able to 
accomplish this in India. The men who are 
responsible for the good government of (he 
country, the Civilians as a rule, only value 
the forests in so far as they yield a con¬ 
siderable addition to the public revenue.. 
Altogether forestry in India is as unpopular 
as ever while in the US the movement towards 
forest conservancy is decidedly popular'* 
[Brandis 1906], 

Concluding Remarks 

Although effort was made by a British 
official. Sir George Birdwood, to belittle the 
contributions of Sir Dietrich Brandis,* by 
and large, the significant role he played, 
both as an administrator and scientist, in 
laying the foundation of scientific forestry 
in India was widely acknowledged. He was 
said to have accomplished a great deal by 
1883, the year in which he retired. The vast 
forest area of British India had been brought 
under systematic protection and manage¬ 
ment, a forest department was created, and 
a forest school was established in India. As ; 
a result of which the productiveness of the; 
forests was increasing year by year and sq 
was the revenue. Brandis was said to have ! : 
compiled the first rainfall mapof India wtuch 
served to show the relation between die 
rainfall and vegetation in several parts of * 
India. During his career in India he wrote < 
a large number of reports and scientific! 
papers. In 1872-74 he interrupted his forest j 
work to write the Forest Flora of North-west, j 
and Central India , a work so highly valued^ 
that he was elected fellow of the Royal; 
Society in 1875. The last eight years of his 
life were devoted to a book on trees, shrubs,; 
climbers and palms commonly cultivated mi 
the British Indian empire. The book was! 
published in 1906 under the title lndhm\ 
Trees and was seen as a culmination of his j 
life's work in the field of forest botany. Thej 
monumental work continued to be the' 
standard hook of reference for the subsequent 
generations {Indian Forester 1907:569-74), 
On the occasion of his retirement the 
government of India acknowledged hi& 
services by granting him a special pension 
and a gratuity. He had been honoured with, 
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foe title Companionof the Indian empire In 
1978, and was promoted to a Knight Com- 
mandership in 1887 for his work in India. 
Brandis, it is interesting to note was also 
influential in the shaping of forest policy in 
the US. 

Brandis brought with him the model of 
German forestry with all its strengths and 
weaknesses. In spite of the fact that the 
tropical forests were very different from 
those in his own country, with a bewildering 
vasteness and variety of nearly 1,500 trees, 
bamboos and climbers whereas only about 
158 species were known in Europe [Brandis 
I897a:49], and that the social cultural dif¬ 
ferences between the continents were enor¬ 
mous, he was certain about the value of 
applying the German forestry system in India. 

. Others, however, were less certain, Stebbing 
later remarked, “the rigid lines upon which 
the forestry was conducted, lines which 
modem German foresters now realise were 
not in all things in conformance with nature, 
did not afford sufficient elasticity for Indian 
requirements or, in its broad sense, for tro¬ 
pical forestry** [Stebbing 1926111:261.] He 
expressed doubts whether a strict application 
of Germany's hard and fast methods based 
on “axiomatic dicta and calculations had not 
its drawbacks in the case of Indian forests”. 

In fact, when Brandis made similar 
suggestions for the US, there was some 
resistance to the idea from the very persons 
who held Brandis in very high regard. For 
example, Gifford Pinchot an American 
. forester, who was very close to Brandis, 
pointed out, “The authorities were wrong 
because they thought an intensive, all 
inclusive European training would be neces¬ 
sary to deal with American forests, and that 
European remedies would meet American 
heeds. They imagined that economic and 
political practicabilities, national habits of 
thought and the conditions of success in 
! forestry were substantially the same on the 
two sides of the Atlantic - that the same 
training and the same measures would have 
the same results in Europe and America... 
It was curious... that Brandis should have 
madethis mistake [Pinchot 1947:20]. Pinchot 
' was certain that it was useless to bring 
European foresters to America, even if there 
Was money to do so. “To do the work we 
/ had to do”, he wrote, “a man must know 
about forests, of course, but he must also 
kpow how people think and how things are 
done in America” [lbid:65]. If one extends 
,/ttte argument to India one would say that 
;fhe forester would have had to know the 
'complex tropical forests and the people, a 
number of whom depended on the 
forests for survival, as well as the mentality 
and the method of functioning of the colonial 
government. A sensitive German forester, 
UstxPhehser, writing in 1989, finds itdi fficult 
to translate the European experience into 
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useful Ittforntetkmfm 
entirely different background of forests in 
Germany. He goes on to observe succinctly, 
“My colleague Dietrich Brandis obviously 
was less preoccupied in this regard when he 
agreed to become Inspector General of 
Forests in India for two decades in the 19th 
century. It is possible that many of the pro¬ 
blems caused by the forest service in India 
go back to that period of German influence” 
[Faehser 1989:43], 

That the Indian foresters of the time were 
somewhat distant from their own reality is 
evident in the forest literature produced by 
them which referred largely to thecontinental 
forests of Europe. For example the Indian 
Forester, the journal of the department, 
published many more papers dealing with 
European continental forests rather than those 
about purely Indian forests. “At the end of 
nearly half a century's work the department 
knew but little of the sylviculture of even 
its principal trees”, Stebbing observed 
[Stebbing 1926 11:463]. He was critical of 
the fact that the trained foresters continued 
the earlier practice of spending a part of their 
furlough visiting European forests. A closer 
and more detailed study of forests in other 
parts of India, he felt, would have more 
rapidly advanced the progress of Indian 
forestry rather than a persistent study of 
comparatively small areas and details on the 
continent of Europe [lbid:604]. 

With its emphasis on monoculture of fast 
growing trees, and too much intereference 
with nature, the German forestry, admirable 
as it was, came in for some criticism, “...there 
was about it too much artificial finish, too 
much striving for detailed perfection... 
everything regulated down to the minutest 
detail” (Pinchot op cit: 17-35]. It is being 
recognised, as Faehser points out, that the 
European experience with these artificial 
systems over the past 200 years and more 
has been resulting in degradation of soil and 
productivity, increase of parasites and plant 
disease, instability of forest lands, negative 
influence on the surrounding environment, 
and little contribution to the needs, of the 
rural population. The awareness dial as far 
as forest management is concerned, the 
evaluation of economic processes within a 
complex environment should include the 
components of economic efficiency, ecolo¬ 
gical effects and social and cultural com¬ 
patibility, [Faehser op cit:43-45] is a more 
recent phenomena. 

The creation of a large area of reserved 
forests in India under the control of the state, 
supervised and managed by the forest depart¬ 
ment resulted in the restriction of the custo¬ 
mary rights of the forest communities en¬ 
dangering their very survival. Brandis advo¬ 
cated the reservation both in the economic 
and ecological interest of the country. He 
assumed that the best protection and manage¬ 


ment offoretts, tottegencral public intent 
could be ensured only by the state. But the 
interest of the colonial state, he was forced 
to recognise, was more economic than 
ecological or social. As a result the social 
costs of the reservation of forests in India 
was borne by a large number of the agri¬ 
cultural and forest communities who suffered 
great hardships at the hands of forest officials 
who enforced the restrictions with great 
severity. The forest officials came to be 
hated by the peasants and were often the 
targets of attack. Brandis was obviously out 
of touch with this reality when he wrote that 
the changes which the efficient protection 
and regular management of the forests have 
necessarily introduced into the habits of the 
people in and near the forests, have been 
made gradually, and as a rule wih due regard 
to their feelings [Brandis 1897a:54]. Much 
information is now available on the resistance 
and revolt of the rural communities against 
the forest regulations of the time. 

Brandis showed rare sensitivity to local 
conditions and local needs but in general 
little regard was shown for the existing 
indigenous knowledge and the empirical 
methods employed by the people whose 
lives were closely connected with the forests. 
Given, however, the nature of the science 
at the time with its emphasis on theory, such 
knowledge which might have been of great 
practical value was unknown or ignored. 
The silence on the subject suggests that its 
value was not recognised, much less in¬ 
corporated into scientific discourse. There 
was no space for indigenous knowledge and 
practices for management of the natural 
environment in the system of forestry as it 
had developed. As a corollary to this, it also 
meant that those who were not trained in the 
principles of forestry science, could not be 
its practitioners either. Forest management 
could not be left to the 'ignorant' and the 
'apathetic*. But then considering this is 
largely the attitude prevalent among the 
administrators/scientists today, it is under¬ 
standable for the 19th century. And, un¬ 
doubtedly, Sir Dietrich Brandis was a sincere 
administrator and scientist. 

Notes 

[I am grateful to Deutscher Akademischer 
Austauschdienst (DAAD) for enabling me to 
conduct research for this study in Germany. Instihit 
for Weltforstwirtschaft, Hamburg, where most of 
the work was done, provided ideal conditions for 
research. To colleagues attheInstitute, especially 
to J Heuveldop, the Director, and U Bick 1 owe 
many stimulating discussions. Lutz Faehser 
sensitised me to many issues related to forests 
and provided valuable insights into German 
forestry for which 1 am very grateful to him. 
However, 1 alone am responsible for the views 
expressed in the article.] 

I In a paper under preparation, Richard Grove 
argues that the work of earlier scientists, who 
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to tbemedlcal prtfkmk*, 
must iwbe underrated. Some of the important 
names that dominated the early debates on 
environmental protection and forest conser¬ 
vation were Alexander Gibson, Edward 
Balfour, Hugh Cleghont, John Stocks, and 
John McClelland. They addressed themselves 
to the larger issues related to the ‘forest 
problem*. Famine, disease, water supply, 
climate and forest protection were inextricably 
linked in their minds. This concern for basic 
needs far outweighed more short-term 
commercial considerations. By the time of the 
mutiny. Grove points out, the basic infra¬ 
structure of state forest conservation was aleady 
established in large parts of the country The 
significance of this development, he feels, has 
perhaps been lost in much of recent historical 
literature. 

2 India’s was the first forest administration to 
be brought into force by the British in the 
Empire, the first outside Europe, and the first 
to introduce forest management into the tropical 
forests [E P Stebbing, ‘On the Control of the 
Forests of a Country’, in Proceedings of the 
IV World Forestry Congress, Vol II, Dehra 
Dun, 1954] 

3 The appointment of the inspector general of 
forests was first made in order (hat the 
government of India might have an adviser to 
aid them in laying down the lines of a general 
forest policy tor the country os well os to 

' organise a department to carry out this policy 
and manage the forests The duties of the 
inspector general were gradually extended. By 
the end of 1900 he acted as a professional 
adviser to the government of India and local 
governments, controlled the forest school of 
Dehra Dun, forest surveys and the working 
plans (Stebbing 192.3 495] 

4 Brandis wrote about teak that it may justly be 
called the most valuable of all known umbers. 
For use in tropical countries it has no equal, 
and for certain purposes it is preferable to other 
woods in temperate climates also. Its price is 
higher than of any other timber, except 
Mahagony. Great efforts have been mode to 
find substitutes, but no timber has been brought 
to market in sufficient quantities combining 
the many valuable qualities which teak 
possesses [D Brandis, ‘Teak’, The Encyclo¬ 
paedia Brtiunnica, Vol XX11I, 1888.103]. He 
said “teak is among woods what gold is among 
metals, it is not only exceedingly durable, but 
it works well, takes a fine polish, does not split 
or warp, and is neither very hard not very 
heavy." The high price of teak, Brandis pointed 
out. was due not only to its intrinsic value but 
also to the limited area of supply. Burma was 
the chief source of teak timber for Europe [see 
D Brandis, ‘Suggesuons Regarding Forest Ad¬ 
ministration in British Burma*, Home , Revenue 
and Agricultural Deportment Press. Calcutta, 
1881:2]. 

5 In 1989 W Schlich remarked that the iron 
industry of India was almost non-existent and 
that a bulk of iron and steel was imported. As 
a result, their use was much more restricted 
than in England, timber being, as a rule, used 
in their place [S Schlich, A Manual ofFdr entry, 
Vol I, Bradbury, Agnew and Co, London, 
1889:93-94]. 

6 W Schlich, Brandis* successor in India, noted 
with dismay that efforts were made by Sir 
Geoige Birdwood to belittle the great work 


doneBy Brandis toJn^a The putposewasto 
make out that his friend, late Goieral Michael 
was the real founder of forest management in 
India (Letter by W Schlich to Lady Brandis, 
dated December 16, 1907, Oxford. Brandis 
Collection , Institut for Weltforstwirtschaft, 
Hamburg, Germany.] 
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Since the cancellation of the Dabhol Power Project (DPP), the debate about electric power in India has come 
into the public view, raising hopes that corrective measures can be taken to have a viable, cost effective and growing 
power industry. A critical examination of the recent policy changes especially as regards the Independent Power 
Projects (IPPs) reveals that there are many dysfunctionalities in this policy particularly in the enormous and quite 
unnecessary burden it places on the balance of payments, and in the additional constraints against improvement 
and change in the state sector. It would be damaging to indigenous power equipment manufacturers, particularly 
the BHEL, just when it is showing the potential to be an important international player in the industry. 

Moreover, the policy is fundamentally flawed in not recognising that bulk purchase of power (for base load) by 
a utility necessarily acts against the interest i fthe utility (except in the case where the utility f s cost of power generation 
from its new base unit is higher than for an IPP). If the policy is truly amended to avoid a bias in favour of the 
IPPs, little of the planned investments, especially from the foreign sector , would materialise. That there are significant 
social gains in having power generation (and not just distribution) in large integrated firms has been little appreciated . 

Several constraints to the healthy growth of the sector that had been building up are uncovered in this paper: 
the inability of the state sector to discipline its management and workforce, large-scale corruption and leakages, 
load and system imbalances brought about by inadequate investments in distribution systems, and in hydel capacities. 
The bulk industrial consumers being increasingly left to fend for themselves through captive power generation, as 
also the political inability to raise the price of power for the household and the agricultural sectors have further 
contributed to the structural weakness of the SEB system. In the 1990s these have acted to result in a dangerously 
slow growth in the addition to capacities. The problem was compounded by the severe resources ‘ constraint’ of 
the state . The vicious circle that exists today can be broken only if the government gives up its monetarist blinkers 
and realises that investments can in part 'create' savings, especially in a sector like power where the marginal 
product of power is far more than the cost of generation. Large under-utilised capacities in the equipment sector 
further add to the savings potential. Central contributions to the SEBs need to be linked to their efficiency, and to 
the resources they are able to generate. Only then would there be pressure to change for the better. 

Sections I to VI of the paper discuss the recent policy changes, bringing out the dysfunctionalities therein, and 
present a national alternative. Sections VII to X discuss the key aspects of the problem of the states sector and Section 
XI sets out the immediate actions in moving towards a healthy electric power system. 

[The paper is published in two parts. Sections I to VI (Part I) were published last week.] 


VII 

Corruption and 
the Management Problem 

THERE has been a tendency among policy¬ 
makers and others to assume that all the 
SEBs are poor performers. This is 
unfortunate, since the reality is quite different. 
Many SEBs havecondemnable performance, 
but there are some - the SEBs of 
Maharashtra, Tamil Nadu, Rajasthan and 
AP - whose physical performance is quite 
good. Indeed most of the statements made 
about the ‘average’ SEB are not meaningful 
because SEBs fall into at least three distinct 
groups, in terms of their performance. 

The average PLF of the SEBs’ thermal 
plants has been rising though it is far from 
being satisfactory. It had reached an all time 
low of 44 per cent in 1979. With higher 
industrial growth in the 1980s and some 
improvement on the labour relations front, 
the PLF rose [CMIE 1995]. Despite this 
hopeful sign, a more disaggregated picture 
reveals that the problem of severely low PLF 
particularly in the eastern region continues 
to remain despite the reform process having 


started four years ago. The continuation of 
such bastions of inefficiency and dys¬ 
functional orientation is observed in many 
sectors.™ 

Bihar and Orissa, with the richest resources 
for thermal power and heavy and basic 
industries, show PLFs of 20 to 35 per cent 
against a national average of 55 per cent, 
and a (simple) average of 67.1 per cent for 
the southern and western states, in 1994-95 
(Table 14). Clearly, therefore, the SEBs do 
not constitute a homogeneous set. Bihar and 
Orissa as also Delhi, West Bengal,Assam 
and Haryana have shown little improvement. 
AP and Rajasthan with PLFs in excess of 
68 per cent may* be recognised as having 
achieved reasonably efficient generation, and 
if the trends continue, Maharashtra, Tamil 
Nadu (and possibly MP) may follow them 
in the next couple of years. Punjab with large 
hydel capacities and the opportunity to draw 
from the Bhakra Beas Management Board, 
is expected to have lower PLF for its thermal 
plants in years of good monsoon unless 
large-scale interstate sale and purchase of 
power is institutionalised in the near future. 
Gujarat, Haryana, Karnataka and UP could 


perhaps overcome their generation problems 
without major change in their operational 
practises. 

Transmission and distribution losses range 
from 43 per cent (J and K) to just about 16.3 
per cent (Maharashtra). A T and D loss of 
between 10 and 14 per cent is about all that 
is admissible. The rest is either due to poor 
grid management, improper and poorly 
maintained transformers, high power factor 
in the system, and above all theft, largely 
by the small-scale sector.™ The south and 
Maharashtra 40 have had distinctly lower 
Tand D losses, while the north had the 
highest. The differentiation in this case is 
not so clear-cut as in the case of PLF. Thus, 
without much hesitation, we can say that the 
east is yet to get even its production right, 
whereas most states including those that 
have been having reasonably efficient 
production (with the exception of Andhra, 
Tamil Nadu and Maharashtra) are subject to 
pressures to condone theft. 

One knows that the pressure to accom¬ 
modate vested external interests (especially 
at the state level) is large. Such vested interests 
operate through their power over state 
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enterprise, which top fend middle level 
management are powerless to change. They 
may even actively collaborate with such 
interests. Yet, this kind of corruption is 
different from the powerlessness and lack 
of control of managers over the enterprise 
resulting in low productivity. Corruption 
results in an illegitimate redistribution while 
the lack of control means a real cost to the 
economy, because resources are under/poorly 
utilised. While the former affects most states 
in varying degrees with the (possible) 
exceptions of Maharashtra, Punjab. Andhra 
Pradesh and Tamil Nadu, the latter is a 
phenomenon that cripples the entire eastern 
region - Bihar,Orissa, West Bengal, Assam, 
the northeast, and possibly Delhi and 
Haryana. It arises mainly on account of lack 
of control down the line in the productive 
enterprise, fostered by a kind of aggressive, 
dysfunctional employee behaviour that is 
not limited to workers alone. 

The large outstandings of the SEBs to the 
central power corporations (NTPC, NHPC, 
NEEPC, Rural Electrification Corporation) 
have been a matter of much concern, but 
little improvement has taken place 
(Table 15), In understanding this process it 
important to note that the central 
corporations’ (NTPC and NHPC) capacities 
have largely served the eastern and the 
northern regions, rather than the western and 
southern. Capacity creation in these regions 
may have helped to cover up the deficient 
performance of the SEBs in the east and 
north. 

The belter performance of the south and 
the east has not only gone unrewarded, but 
the centre's policy has discriminated against 
these regions, especially the south. When 
the addition to capacity by the centre, during 
the Eighth Plan up to March 1995, was at 
a rate of 3.21 per cent in the southern region, 
in the eastern region, it was 20.49 per cent 
(Table 16). Firstly, notice that the central 
share is highest in the eastern region followed 
by the northern region. 41 The north-east 
(a special region in many ways) too had a 
higher than average central share. The 
southern, arid western regions with high 
PLFs have had the lowest shares. 

The deficits in terms of peak shortfall and 
energy shortfall (average of 1991-92 to 
1994-95) are high for the north-eastern, 
southern and eastern states. Yet, the entire 
shortfall can be covered, leaving a surplus, 
in both the north-eastern and eastern regions 
if the PLF of the SEBs’ thermal stations were 
to go up. We may compute the additional 
generation (if the thermal stations of SEBs 
were to reach an average PLF of 65 per cent) 
as a proportion of total (including central 
generation) in the regions. We see that in 
all regions except the south the energy deficit 
can be wiped out. In the south the need for 
additional capacity creation is most urgent 


add the centre'* creation of capacity has 
been at the lowest rate of 3.21 per cent in 
the Eighth Plan (till March 1995) as we had 
already mentioned. 42 Addition to capacity 
would nevertheless be required in the 
northern and western regions too to cater to 
peak demand, whereas in the eastern and 
north-eastern regions a large part of even the 
peak demand can be met by achieving good 
PLFs. 

It is not the case that the SEBs of the south 
and west have added capacities at a lower 
rate. There is a rough equality in the capacity 
addition rate by SEB systems across the 
regions; with both the north and south 
showing marginally lower rates. Central 
funding being linked to factors other than 
performance means that growth in budgetary 
provision is roughly proportional, so that 
not much variation in the rate of addition 
to capacities is observed. Obviously, it is in 
the interest of state governments to use such 
funds. 

The NTPC-NHPC hand that has served 
the errant SEBs of the eastern and northern 
sectors is being bitten by the very same 
SEBs. Their uues to these corpoiations 
constitute the bulk of the dues from SEBs, 
with hardly any outstandings from the south 
and the west (Table 15). Statewise purchases 
of electricity from the central corporations 
were not available, so in the first instance 


when we compute the ratio of dues to total 
electricity sales by utilities, we find that the 
dues in paise per KWH for sales is as high 
as 193.5 for Jammu and Kashmir to as low 
as 0.2 for Goa. Stales like J and K and Bihar 
would not have paid the CPCs for more than 
a year. Obviously, these states have the 
political muscle to get away without paying, 
which in part allows them to continue with 
their corruption and poor managerial control. 

One may raise objection to the figures in 
Table 15, because the dues are computed on 
turnover, rather than on purchases from 
CPCs. Statewise data on purchases from 
CPCs are not readily available, so we have 
instead estimated the central generation 
regionwise and assumed these to have been 
purchased by SEBs in the region, 43 a regional 
picture of dues to CPCs can be constructed 
as in Table 17.lt reveals that on every KWH 
of electricity purchased in a year the 
outstandings for both the north and the east 
are in excess of 50 paise. and about 12 paise 
or less for all the other regions! Thus the 
northern and eastern states have been paying 
barely twice a year. Thus central invol vement 
in power as well its funding of SEBs on 
considerations of politics and possibly 
’reduction of regional inequality’ has 
discriminated against the better performing 
states, wherein the capacity constraint is 
most pressing. 


Table 14: Some Aspects of the ELECTRinTY Generation and Distribution in the States 


T and D Losses 
(Percent) 
1993,94 

T and D Losses 
(Per Cent) Average 
1980-81 to 1993-94 

Plant Load Factor 
of SEB (Per Cent) 
1994-95 

Change in PLF 
Since 
1985-96 

Haryana 

24.5 

24 2 

44.7 

I 

Himachal 

17.3 

20 3 

- 

- 

J and K 

47.7 

43 3 

- 

- 

Punjab 

19.2 

18 8 

56 7 

N 

Rajasthan 

25.2 

24.2 

75.6 

I 

UP 

23.2 

24 6 

58.8 

I 

Goa 

27.6 

24.2 

- 

_ 

Gujarat 

20.0 

22 7 

61.3 

1 

MP 

20.1 

21 5 

68.5 

N 

Maharashtra 

15.8 

16.3 

61 I 

1 

Andhra 

19.1 

198 

74.9 

N 

Karnataka 

18.6 

20 6 

649 

l 

Kerala 

21 0 

23 0 

- 

- 

Tamil Nadu 

17.3 

18.3 

64.7 

I 

Bihar 

22.0 

22 3 

20.0 

D 

Orissa 

23.5 

24.3 

29.0 

N 

West Bengal 

24.9 

22.8 

57.0 

N 

Sikkim 

22.1 

22.4 

- 

- 

Arunachal Pradesh 

31.6 

29.0 

- 


Assam 

20,8 

21.8 

26 7 

N 

Manipur 

22.5 

29.5 

- 

- 

Meghalaya 

10.7 

10.4 

- 

- 

Mizoram 

28.0 

33 3 

- 

- 

Nagaland 

23.1 

24 7 

- 

- , 

Tripura 

29.5 

30.2 

- 

- 

North 

26.18 

25 9 

59.0 

- 

West 

20.88 

21.18 

63.6 

- 

South 

19.00 

20.42 

68 2 

- 

East 

23.13 

22.95 

35.3 

- 

North-east 

23.74 

25.56 

26.7 

- 


1 - increase; D - decrease; N - no significant'change. 
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Neglect of Industrial Demand 

From Figure 1 it is apparent that since 
1978, non-utilities (which consist largely of 
capacities for captive generation by industry) 
hasgrown faster than utility powercapacities. 
Indeed, today captive power generation is 
a must for any successful power intensive 
industry. There are several factors in the 
emergence of this phenomenon. 

The 1970s showed growing power use in 
agriculture as the green revolution and the 
use of the HYV seeds, which required 
controlled irrigation, spread. The growth 
rate of demand from a low base, was rapid 
for the agricultural sector since 1964 when 
the HYV programme was launched 
(Figure 3). Investments in major irrigation 
declined, due primarily to a funds constraint 
which was in a large measure caused by the 
unbelievably low pricing of water, poor 
management, and above all increasing time 
overruns in projects. All these pushed the 
flow of benefits beyond the political cycle 
of five years, so that the political 
appropriability of the benefits were quite 
uncertain. 44 

In contrast, minor irrigation was less 
onerous (despite its very high social cost) 
on the state to administer; it had to bear only 
a part of the costs of development - surveys 
and studies, digging proving wells, etc - the 
major cost being borne by the private sector. 
The differentiation of the peasantry was 
accelerated by the ‘green revolution’ being 
pushed through without a prior institutional 
Change in tenurial relations. This biased the 
'green revolution' in favour of investments 
that could be privately controlled and 
managed, even if the same were not socially 
optimal. Thus, tanks (whose marginal costs 
for water supply are small) fell into disuse 
in south India [Shankari 1991 ], many canal 
systems were misused in UP, Maharashtra, 
Bihar and elsewhere, even as groundwater 
exploitation greatly increased. Rising oil 
prices, despite the slower rise in diesel prices, 
meant that the demand for electricity for 
pumping water grew very rapidly; and since 
the middle and rich peasant is an increasingly 
powerful force in national politics, the game 
of competitive populism to supply electricity 
at very low prices to the agricultural sector 
proved irresistible. Heavily underpriced 
electricity has no doubt lead to increased 
demand, even from scattered farmers who 
could have optimally used diesel, leading to 
longer distribution lines, and system losses. 
When industrial growth picked up in the 
1980$, the SEBs were caught napping. Only 
the SEBs of the south (excluding Kerala), 
*8Hd Rajasthan, were able to respond in some 
^measure with increases in PLF, and better 
i&stribution. But the industrial demand in 
Che face of stupendous growth in the 


agricultural sectorand high growthdsewhere 
could not be accommodated. 

The trend towards captive generation 
accelerated, as SEBs one after another in 
domino fashion, raised the tariffson the bulk 
consumer, above those charged to other more 
expensive consumers - households, 
commercial and agricultural sectors, and far 
above production costs. Indeed by the 1990s 
the pricing of power to the industrial 
consumer (at Rs 1.40 to 2.10 per KWH), was 
such that industry even by installing 
expensive diesel generation could generate 
power at a comparable or lower cost than 
SEBs’ prices. Moreover, the uncertainty in 
the supply of power could hardly have been 
tolerated by process industries like cement, 
chemicals, petrochemicals, paper, 
metallurgical, etc, since in such industries 
the cost of erratic supply is too high in terms 
of materia] wastage. Other units with a more 
flexible dependence have also gone in for 
captive generation, to avoid the poor quality 
of power (due to erratic supply, frequency 
and voltage variations) from the SEBs, and 
to have better control over the production 
processes. The risk of bulk industrial users 
in depending upon the SEB system even in 
a state like Gujarat (with its industrial 
orientation) is amply demonstrated by the 
recent episode brought about by the poor 
monsoon in that state. To save standing 
kharif crops, the government had to go in 
for ad hoc power cuts to industry. Today, 
in industrial concentrations, like the Thane- 
Belapur belt in Maharashtra, there is a great 
dependence upon self generation. In Bihar, 
Orissa, and till recently West Bengal, with 
amateurish SEBs, utility supplies are at best 
auxiliary to self generation for large industrial 
users. Co-generation in industries that have 
the potential - particularly sugar, steel. 


cmtatachem^ isgrowingvery 

rapidly. 

While a certain amount of captive 
generation, particularly when there is scope 
for co-generation, is socially beneficial, 
captive generation by bulk users is bad for 
the SEB system or for most utilities, and of 
course socially, unless there are institutional 
and price mechanisms (based on the hour 
of the day and season) for wheeling and 
dealing. The cost of supply to bulk users, 
particularly process industries with round 
the clock demand is low, not only on account 
of lower distribution costs, but also because 
the demand can be met by base level units, 
which can operate at high and steady PLF, 
realising scale economies, lower use of oil, 
and lower auxiliary (self) consumption of 
power. As more and more units get out of 
the utility system, the utilities have to bear 
a higher variability (diurnal and seasonal), 
than otherwise, which the SEBs arc hardly 
equipped to. 4S Socially, captive generation, 
except by plants with a capacity around 100 
MW or more, is hardly optimal They have 
higher unit variable cost of generation 
(sometimes over twice that of 500 MW 
units, and thrice that of large pithead 
generating stations). Their capital cost per 
MW tend to be the same or higher. Below 
30 MW the capital costs are much higher. 

The aggregate capacity of captive power 
plants by 1993-94 had reached a level of 
over 11 per cent of all installed utility 
capacities, and was in excess of 17 per cent 
of thermal utility capacities. The principal 
problem has been the SEBs’ inability to keep 
the bulk consumer, as demands on its capacity 
from the agriculture and other politically 
sensitive sectors had to be accommodated. 
The figure of 17 per cent for non-utilities 
in thermal capacity hides more than what 


Table 15: Dues Payable by SEBs to Central Power Corporations and NTPC, February 1995 



NTPC 
(Rs Crore) 

CPCs 
(Rs Crore) 

Dues to 

NTPC/Total Sales 
(Paise/KWH) 

Dues to 

CPCs/Total Sales 
(Paise/KWH) 

Haryana 

305.97 

471.33 

38.8 

59.8 

Himachal Pradesh 

15.69 

31.97 

13.3 

27.1 

J and K 

256.68 

311.02 

159.7 

193.5 

Punjab 

25.23 

55.32 

1.7 

3.8 

Rajasthan 

139.28 

205.66 

12.4 

18.4 

Uttar Pradesh 

832.2 

1342.7 

35.6 

57.5 

Delhi 

357.1 

449.8 

45.3 

57.1 

Goa 

1.5 

0.1 

2.2 

0.2 

Gujarat 

60.0 

52.6 

2.7 

2.3 

Madhya Pradesh 

199.2 

276.8 

10.8 

15.1 

Maharashtra 

88.3 

80.9 

2.4 

2.2 

Andhra 

91.3 

131.4 

4.2 

6.0 

Karnataka 

42.4 

46.0 

3.0 

33 

Kerala 

30.41 

37.61 

4.9 

6.0 

Tamil Nadu 

72.3 

93.1 

3.5 

4.5 

Bihar 

333.5 

1233.3 

38.4 

142.2 

Orissa 

62.73 

122.39 

10.5 

20.5 

West Bengal 

53.2 

380.1 

5.0 

35.9 

Assam 

- 

154.4 

- 

103.7 


Sales refer to final sales by SEBs and utilities to ultimate consumers. 



Economic *nd Political Weekly, M*y 2$, 19% 



Plot** lr1«D«xorLM(!N*TCAPtNMW) 



9.07 percent, respectively. This means that 
the utilities in these regions have been able 
to retain their bulk consumers. Germany had 
the highest share for 'autoproducers' at 16.03 
per cent, followed by Finland (15.56 per 
cent)andltaly(15.I0percent)(Table 19). 4 * j 
We do observe that the PLF of thermal ! 
plants is inversely correlated (coefficient 
0.74, significance 0.0026) to the ratio of I 
captive generation to total generation, for a 
sample of 14 states. Thus even at this crude 
level of disaggregation (and with many other 
factors influencing PLF) the vital demand 
stabilising effect of the bulk industrial 
consumer is possibly reflected. The causation 
could well run the other way in the states 
of the east with very low PLF for their 
thermal stations. 


IX 

Inverted Tariff Structures 

Using prices for the domestic sector 1 * 
as the reference, the prices for the agricultural 
sector range from nil to about 83 per cent 

Table 17: Estimated Purchases from Central 
Power Corporations (CPCs) by SEBs in the 
Region, and Dues Payable by SEBs to CPGk 
1994-95 

Region Estimated Dues to Dues per 
Purchases CPCs KWH of 
from CPCs* (RsCiore) Estimated 
(Mil KWH) March 31, Purchases 
1995 (Paiae) 


it reveals. Over the 1980s, the share of 
industrial demand as revealed by the final 
sales figures 46 had been coming down, so 
that if we look at the extent of captive 
generation from the viewpoint of the con¬ 
suming industry, we find that the ratio of 
captive generation to HT sales, ranged from 
a low of 23.2 per cent in Punjab to as high 
as 232.2 per cent 47 in Orissa! See Table 18. 
Captive generation as a proportion of the 
total metered purchases by industrial units, 
ranged between 23 and 186 per cent. In the 
east, north-east and north, captive generation 
is more pronounced. This is no doubt due 
to the failure of the SEB systems in these 
areas as discussed earlier. But even at 23 per 
cent for Maharashtra, and 41 per cent for 
AP, the dependence of the organised industry 
on captive generation is large. In relation to 
certain fast growing (and often energy rich) 
LDCs like Nigeria, Indonesia, it is not high, 
so we may be tempted to take the position 
that the SEB policies and practices which 
have pushed industry to higher use of captive 
generation can be condoned. But for a large 
and diversified economy like ours which at 
the same time has been following a policy 
of high prices for energy, captive generation 
increases the capital-output ratio for industry 
and to the extent that it is more capital- 


intensive than utility based generation, it 
also raises the economy wide capital-output 
ratio. The ratio of captive to utility generation 
(at 20.80 per cent) was way above the ratio 
of installed capacities by ‘ autoproducers' to 
utilities for Europe. North America, and the 
Pacific OECD countries, at 9.25. 0.78 and 


North 

48659 

2442 19 

50.19 

West 

28445 

344.87 

12.12 

South 

25497 

236.22 

9.26 

East 

24675 

1323.98 

53.65 

North-east 

933 

147.17 

15.21 

* NHPC, 

NTPC, 

DVC, NEEPC; 

NTPC 


generation at assumed PLF of 69.8 per cent, 
DVCs at 40 percent, NHPCs at 50 percent and 
NEEPCs at 30 per cent. 


Table 16: Some Aspects of the Power Sector - A Regional View 



Items 

North 

West 

South 

East 

NE 

India 

1 

Peak shortfall (per cent); average 

1991-92 to 1994-95 

16 80 

13.00 

21.50 

29.40 

30.00 

18.50 

2 

Energy shortfall (per cent); average 
1991-9210 1994-95 

6 50 

4.50 

9.30 

15.00 

10.90 

7.60 

3 

Average PLF (per cent) of SEBs thermal 
plants. 1991-92to 1994-95 

57.10 

59.40 

63.78 

31.60 

23.90 


4 

Additional avail from SEBs thermal plants at 

65 per cent PLF, as per cent of total reg gen 7.62 

5.72 

0.18 

43.94 

91.67 

9.22 

5 

Centre's share of capacity to total regional 
capacity (per cent) 

38.99 

22.68 

23.85 

40.42 

27.77 

■ 

27.15 

6 

SEBs capacity, March 31 (MW) 

14534 

18789 

14819 

7330 

926 

56398 

7 

Central capacity, March 31 (MW) 

9287 

5512 

4640 

4972 

356 

24767 

8 

Addition to cap by SEBs, 1992-93 to 
1994-95 (MW) 

1559 

1826 

1805 

1019 

120 

6328 

9 

Addition to cap by centre, 1992-93 to 
1994-95 (MW) 

2070 

1626 

420 

2130 

101 

6347 i 

10 

(8) / ((6M&)/ (per cent) 

12.24 

10.76 

13.87 

16.14 

14.89 

12.64 

II (9 )! ((7)-(9)) (per cent) 

(3.85) 

28.64 

(3.47) 

41.84 

(4.42) 

10.00 

(5.11) 

74.95 

(4.74) 

39.33 

(4.04) 1 

34.45 

(10.37) 



(8.77) 

(12.34) 

(3.21) 

(20.49) 

(11.69) 


Figures in brackets are average annual compound growth rates. 
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Year 


I 

in Delhi (Table 20). On an average (simple 
over the SEBs) it was only 48 per cent of 
domestic prices. In the western SEBs it was 
39 per cent of domestic prices. In the south, 
in Tamil Nadu and Karnataka, there was no 
tariff as such for the sector, being based on 
a flat rate per pumpset, irrespective of 
consumption, and around 20 per cent in AP 


have been forcefully underlines the role of 
politics (and ‘social’ considerations) in its 
determination. Yet, coupled with the pricing, 
if we realise that the rural electrification 
programme, and such schemes as the ‘Kutir 
Jyoti*, have greatly increased the proportion 
of population that has access to electricity, 
then clearly there does seem to have been 


more than an i&otnmi^ 
interests in the government’s policy.* 1 The 
government’s concern to make available 
electricity to all seems sincere enough and 
one can hardly criticise it for this objective. 
But low prices may not be the solution at 
all. There is enough indication that for basic 
lighting and fans, even poor people have the 
ability to pay for units consumed, because 
even at say Rs 4/KWH, it is cheaper than 
kerosene or oil lamps. High prices for 
electricity with the state bearing the cost of 
electrification is a better way of achieving 
its objective: The current low prices of 
electricity for the household sector only 
leads to its wastage and excessive use by all 
except such of the poor who, have been 
fortunate to have had access.” While 
differential pricing to the household sector 
based on the number of units consumed per 
meter is a possibility, it is ruled out on 
practical grounds in the present context. So 
a feasible solution to the problem of 
increasing access, and yet limiting wasteful/ 
excessive consumption may well be to price 
electricity at high rates to ah households. 
The rates would have to be sufficiently high 
to cover not only costs but leave a surplus 
for increased capacity creation, because still 
as much as 40 per cent of the population do 
not have access to electricity!” 

Electricity prices to a productive sector like 
agriculture poses little conceptual problems. 
Since peasant farms, even non-surplus 
farmers deal through the market, increases 
in input prices can easily be passed on to the 
consumer in general via the market, given 
a certain level of inflation. That such terms 
of trade increases could adversely affect the 
poor is hardly a critique that can be made 
against the commercial pricing of electricity 
since when examined it really implies (quite 
wrongly) that poverty can be overcome 
via an unsustainable subsidisation.' 4 Such 


and Tamil Nadu. In the east and north-east 
it was somewhat higher than elsewhere. For 
medium and large industrial consumers it 
was in excess of 1.5 and generally 2.5 times 
the prices to the domestic sector. In UP and 
Delhi it was 6.4 and 4.4 times the domestic 
tariff. 50 Forprice discriminating monopolies, 
with no unsatisfied demand, the price for the 
domestic consumers should be the highest, 
and for large industrial consumers the least, 
since the elasticity of demand for households 
is low, while that of industrial users high 
(except in the short term). For the agricultural 
sector also it is Likely to be larger than for 
the household sector and here the distribution 
costs are likely to be more than for the 
Industrial consumer. In most OECD countries 
the prices for the household sector are twice 
that for industrial and commercial users. 
Clearly therefore, the SEBs are not price 
discriminating monopolies. That the pricing 
li exactly the opposite of what it ’should’ 


Table 18* Captivf Power Generation and Uminns in the States 



Captive PPs 
Capacity 
1993-94 (MW) 

Coptive/HT 
(Fter Cent) 

Captive/IND = 
(HT+LT) 

(Per Cent) 

Captive//Totol 

(PerCcnt) 

North 

1979.8 

73.9 

47.7 

14.5 

West 

2454.0 

44.1 

36.0 

15.6 

South 

2219.0 

54.3 

45.0 

17.4 

East 

2921.2 

117 5 

104.0 

57 6 

North-east 

330.6 

428.8 

171.1 

70.1 

India 

9904.5 

66.5 

52.3 

20.8 

Haryana 

314.9 

129.7 

91.5 

19.9 

Punjab 

179.4 

23.2 

17.1 

6.2 

UP 

958.4 

127.1 

79.0 

20.5 

Gujarat 

763.5 

53.1 

47.9 

20.7 

Maharashtra 

732.5 

27.3 

23.1 

9.9 

Andhra Pradesh 

812.6 

65.6 

55.5 

18.6 

Tamil Nadu 

758.4 

51.3 

41.7 

18.2 

Bihar 

929.1 

87.4 

83.9 

53.3 

Orissa 

1260.5 

232.2 

186.4 

105.5 

West Bengal 

730.2 

82.9 

71.4 

34.4 


Captive generation is estimated at the national average PLF for such plants, c 1993-94 of 57 per cent; 
HT and LT refer to electricity sale! of utilities to high and low tension consumers respectively- 
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fHictojtJs no doubt* hangover of ilia era , 
of the so-called 'Himfo-growth period* of 
low (around 3.5 per cent) growth (1965-79). 
during which the politics of the country 
shifted sharply to issues of redistribution. 95 
The problem of non-recovery and low prices 
in the supply of electricity to the agricultural 
sector is one that goes beyond the electricity 
sector; Despite the recommendations of 
several committees of inquiry. 56 the 
government has chosen to supply canal 
irrigation water at prices that do not even 
recover direct operational costs, and are well 
below the marginal productivity. This has 
created the basis for farmers who do not have 
access to canal water or who are denied the 
same, to insist that electricity be supplied 
at low rates, since on lift and well irrigation, 
it is the farmer who bears all other costs 
including capital. Many of these fanners 
also happen to be poorer than fanners with 
access to canal irrigation, so that an impasse 
has been created that prevents any reasonable 
pricing of electricity to the agricultural 
sector. 57 

We had already mentioned the claim that 
part of the supplies reported as being made 
to the agricultural sector may indeed be theft 
by others - industrial and commercial units 
in urban areas - to square up the revenues 
with the system supplies! This practice 
according to the same source is quite 
widespread, and our own discussions with 
officials seemed to confirm it. This is theft 
over and above the theft that goes with high 
T and D tosses. We ought to find some 
correlation between T and D losses and 
energy (reportedly) used per pump set. From 
Table 21 it is evident that there is much 
variation in the energy consumed per 
energised pump set from about 924 KWH 
in Kerala (rather special, since many of the 
pump sets even in rural areas are for 
household well water supply) to about 81,713 
KWH in the case of J and K! The latter is 
almost a magnitude larger than for large 
agricultural states like AP, Maharashtra, TN 
and UP. Statewise data on T and D losses 
are highly correlated with the reported KWH/ 
energised pump set (coefficient; 0.75 or 
significance level 0.0003), so that we may 
infer that at the root of high T and D losses, 
high apparent usage per pump set (and also 
non-payment to the central corporations) 
is the same culture of irresponsibility, and 
graft. 

X 

Decline in Hydel Capacities 

Hydel capacities which had increased 
rapidly up to the mid-1960s, during the 
Mahalanobis period, grew more slowly 
during the 'Hindu growth* period, and 
thereafter, in the 1980s and the 1990s, has 
virtually collapsed. These time trends are 


rise tidwored in capacity creation in imtfor 
ami medium irrigation. As a result the hydel- 
thermal ratio fell sharply from a healthy 40- 
45 per cent to about 23 per cent and is 
destined to reach even lower levels if the 
present trends continue. Large hydel plants 
are not only cheaper in terms of unit costs 
of power, but also have the potential to 
improve the PLF and operational efficiency 
of thermal plants of the same system, arising 
out of supply side synergies. Low switching 
times for hydel stations implies that it is 
possible to shift the variability (both diurnal 
and seasonal) on them, particularly in the 
immediate post-monsoon periods when the 
reservoirs are full, and are available for net 
drawals. During times of heavy rainfall, 
hydel capacities can be fully utilised, since 
otherwise the waters would go waste if the 
reservoirs are already full or are anticipated 
to be full. States with high hydel capacities 
also show higher PLF for their thermal units, 
providing some, if weak, evidence for the 
positive synergistic effect of hydel capacity. 


(Thetion^itien coeflicteM between PLF of 
thermal units and the state’s overall hydel- ; 
thermal ratio is 0.30 at a significance of 0.25, 
for 1994-95 across 14 states). The cost Of 
power for SEBs can in a large way be 
explained by PLF (the reasons for which are 
obvious) and the hydel-thermal ratio* 
Regressing log of cost (in paise per KWH) 
of power on PLF (per cent) and the hydel- 
thermal ratio (per cent), we get 
log(cost) = 6.58 - 0.186(H/T) - 0.346(PLF) 
with an R 2 of 0.6 and t-ratios of -2.64, and 
-2.41 respectively. 

Yet, why have investments m hydel 
capacities plummeted? The answer lies in 
certain weaknesses of the Indian state: its 
inability to concentrate resources for 
economic benefit, and its growing tendency 
to accommodate regional interests. These 
result in spreading thin the resources it can 
marshall, to the great detriment of long 
gestation period projects. Today it has r 
become fashionable to criticise large hydel ! 
and irrigation projects for their alleged high j 


Table 19: Some Aspects of the Power Industry in Select OECD Countries, c 1990 


Region/Country 

Hydel/ 
Thermal 
Ratio 
(Per Cent) 

Price House¬ 
hold/Price 
Industry 
(PerCenl) 

Average 

Trade 

Ratio 

(PerCenl) 

PLF of Auioproducer's 
Thermal Gen/Utility 

Utilities Gen 

(Per Cent) (Per Cent) 

Total , 
Installed 
Capacity 
(MW) 

North America 

26.35 

0.60 

2 28 

31 84 

0 78 

794610 1 

Pacific 

17.84 

0.72 

000 

37.25 

9.07 

236350 

Europe 

39.61 

0.57 

14.54 

24.56 

9.25 

559760 

Germany 

5.63 

0.56 

11.56 

38.50 

16.03 

97700 

Finland 

44.78 

0.61 

21.02 

24.36 

15.56 

13220 

Italy 

17.40 

0.62 

17.10 

42.24 

15 10 

56550 

UK 

206 

0.65 

3 80 

40 54 

5 38 

73050 

France 

109.50 

0.38 

14 12 

5 84 

8.65 

74780 

US 

13.54 

0.61 

1 44 

34.50 

000 

690470 

Canada 

264.53 

007 

7 47 

13 07 

625 

104140 

New Zealand 

286.76 

0.58 

0.00 

12.83 

0.00 

7190 

Japan 

15 97 

0.69 

000 

36 46 

11.23 

194730 

Source. OECD (1992). 






Table 20: Ratio of Tariffs to Different Consumers/Tarjffs to Households (Per Cent) c 1994 | 

Region/State 

Tariff to 

Commercial Agricultural 

Small 

Medium 

Large 


Households 

(Per Cent) 

(Per Cent) 

Industry 

industry 

Industry 


(Paise/KWH) 



(Per Cent) 

(PerCenl) 

(Percent’ 

Haryana 

97 

220 

37 

183 

186 

207 

HP 

60 

233 

67 

133 

183 

193 

J and K 

55 

167 

22 

89 

89 

89* 

Punjab 

115 

157 

40 

121 

134 

153 

Rajasthan 

83 

212 

51 

164 

212 

230 

UP 

38 

382 

73 

508 

553 

642 

Goa 

75 

202 

67 

160 

133 

237 

Gujarat 

185 

219 

33 

125 

141 

171 

MP 

73 

253 

38 

158 

214 

31* 

Maharashtra 

in 

244 

21 

135 

259 

233f 

AP 

91 

229 

22 

143 

230 

263 

Karnataka 

152 

255 

- 

109 

106 

l5of 

Kerala 

72 

347 

20 

145 

14] 

146 

Tamil Nadu 

90 

250 

- 

217 

237 

217 

Bihar 

100 

449 

29 

155 

139 

213 

Orissa 

83 

184 

67 

127 

151 

23C 

West Bengal 

85 

254 

72 

237 

301 

24* 

Assam 

85 

206 

94 

56 

147 

194 


Source : CMIE (1995). 
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cost and adverse environmental effects. 
Firstly, even with all the loadings of the 
inefficient and corrupt bureaucracy, and the 
cost of delay, they are still cheaper than 
small projects. Secondly, a standpoint that 
accepts the actual costs (which incorporate 
the cost of delays - in a large part due to 
the lack of firm commitment of resources, 
and to the very process of criticism) as the 
basis for evaluation of costs and benefits is 
entirely wrong. Standard costs (which are 
not theoriginal estimates but the same blown 
up for inflation, and for the underestimation 
inherent in government projects) ought to 
be the basis for the strategic choice between 
large versus small hydel projects, or between 
hydel, thermal and gas. Other loadings due 
to inefficiency of implementation, graft and 
spreading thin are problems that need to be 
overcome. Incorporating them into 
assessment amounts to condoning the 
dysfunctional behaviour of the state and its 
bureaucracy, and foreclosing the exploitation 
of particular resources. 

Hydel power (and major irrigation and 
. railway) projects, more than others in the 
public sector, are particularly prone to cost 
overruns, due to the larger gestation time. 
The delays and cost overruns arise primarily 
because of the practice of spreading thin the 
state's resources, to accommodate more 
projects than itcan bear. 58 Over-concentration 
on a few projects with compression of 
construction times can have large benefits. 3 " 
The second (and this may have become the 
most important one today) reason for delays 
and cost overruns arise due to the process 
of environmental clearance. The major 
factors in delay for public sector power 
projects as reported by the Ministry of 
Programme Implementation [various issues] 
are: funds constraint, environmental 
clearance from the Ministry of Environment 
and Forests, land acquisition for compen¬ 
satory afforestation, and other government 
Clearances - largely slowness of the interstate 
agreements mechanism (Table 22). Delay 
*4n civil works is also related to the funds 
constraint and to environmental problems. 
The data are not separately tabulated for 
hydel projects, but in these cases the 
environmental and funds constraint were 
even more important. They affected nearly 
all schemes except possibly the Salal and 
Dulhasti projects in J and K.*° 

The problem of environmental clearance 
needs some discussion. With T N Seshan as 
secretary of the Ministry of Environment 
and Forests in the late 1980s, a pattern of 
response to investment projects had emerged. 

, Seshan’s directions resulted in long delays 
for the clearance of projects, which in the 
' ease of certain hydel and transmission and 
coal projects was as high as seven years! 
£ Seshan who was unwilling to see shades of 
]$Aqr, insisted on clearance being sanctioned 

42JK) 


cisityitASrillii KriMn - * ■ s*m* ^gw todNy* even after Seaton toft 
affected, alternative land wasmadeavailable the ministry.* 1 


to the Forest Department. So formal 
protection of forests (in other words any 
land under the control of the Forest 
Department was automatically treated as 
being protected) rather than a real solution 
to the problem was insisted upon. Despite 
these delays, there is no let up to the 
degradation of forests in India, since the 
cause of such degradation is very much the 
corrupt and unscientific working of the Forest 
Department itself. This meant that 
(dysfunctional) environmental clearance 
became the biggest hurdle in public sector 
project implementation. Many a public sector 
project had to waste long years in acquiring 
land to compensate for the use of 'forest' 
land, even if the so-called forest land had 
long ago been degraded, and was even 
perhaps being cultivated! The rules for 
clearance established then continue with the 


Hydel power and irrigation prefects face 
a new threat today: 'Public* interest litigation 
and agitations by self-appointed protectors 
of the environment in India. The 
environmental movement in India has often 
taken an emotional and anti-industrialisation 
content. As it steadily gains ground it has 
become increasingly difficult for the soft 
state that we have to take up and push 
through hydel projects with large social 
benefits. The abhorrent behaviour of the 
Narmada Bachao Movement,* 2 egged on by 
sections of the western and Indian 
intelligentsia, has gone beyond its original 
justifiable agenda (to ensure a fair 
rehabilitation for the displaced), to a virtual 
dissent of development. As a result the 
damage to the Narmada project, which was 
being implemented in a fairly proper manner* 1 
has been large, and the costs and delays arc 


Table 21: Some Aspects of Electricity Demand in the States 


Region/State 

Domestic 

Power 

Consumption 
Per Capita 
(KWH) 

Domestic 
Consumption 
Per Capita 
for 

Connected 

Households 

Households 

with 

Electricity 

(1991) 

(PerCent) 

Electric 

Pumpsets/ 

1000 

Population 

Energy Agri Power 
Consumed/Consumption 
Pumpsct Per Capita 
Energised (KWH) 
(KWH) 

Haryana 

94.2 

133.9 

70.35 

24.5 

9824 

240.5 

Himachal 

60.5 

69.5 

87.01 

0.7 

3425 

2.7 

J and K 

50.9 

67.9 

75.00 

0.4 

81713 

34 8 

Punjab 

102.1 

124.0 

82.31 

33.5 

9352 


Rajasthan 

35.2 

100.5 

35.03 

10.0 

8342 

83.2 

UP 

37.2 

169.8 

21.91 

5.2 

12332 

644 

Goa 

144.4 

170.5 

84 69 

4.6 

1502 

6.8 

Gujarat 

60.7 

92.1 

65.93 

13.0 

16096 

209.8 

MP 

42.4 

97.9 

43.30 

15.9 

5388 

85.6 

Maharashtra 

81.9 

118.0 

69.40 

23.5 

4809 

113.0 

Andhra 

49.3 

J06.5 

46.30 

23 3 

6011 

140 2 

Karnataka 

50.4 

96.1 

52.47 

21.2 

6420 

135.8 

Kerala 

71.7 

148.1 

48.43 

9.7 

924 

9.0 

Tamil Nadu 

59.8 

82.7 

72.29 

26.4 

3852 

1017 

Bihar 

6.6 

52.5 

12.57 

3 1 

5578 

17.1 

Orissa 

46.7 

74.5 

62.73 

2.0 

5291 

10.8 

West Bengal 

38.4 

72.2 

53.22 

1.4 

8119 

11.7 

Assam 

12.7 

67.7 

18.75 

0.2 

10340 

1.7 


Table 22: Major Factors in the Delay of Central Public Sector Power Projects 

(No of projects affected ) 




As on 1.1.93 

As on 1.1.94 

As on 1.1.95 

Funds constraint 


8 

13 

15 

Land acquisition. 

Forest 

7 

7 

2 


Non forest 

9 

6 

4 

Environmental clearance 


4 

3 

1 

Technology: 

Selection 

0 

0 

0 


Agreement 

1 

1 

0 

Award of contract 


8 

3 

7 

Equipment supply: 

Indigenous 

2 

5 

3 


Imported 

6 

4 

2 

Civil works 


6 

8 

9 

Government clearance 


3 

16 

13 

Geological and mining problems 

I 

3 

1 

Other* 


21 

15 

15 

All factors above 


76 

84 

72 


* Includes law and order, slow progress of court cases, inadequate infrastructure, and bad weather. 
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bound to go up. the T«hi! i)am in UP h8* 
been stopped several times, and it is doubtful 
if it would come through at all. All the expert 
committees that examined the seismic 
question have confirmed the basic soundness 
of the design and the ample safety factor that 
has been built into the design. The 
environmentalists who spearhead such 
movements have successfully taken the 
debate to an emotional and ideological plane 
so that the rational counter-arguments by the 
state and organisations such as the World 
Bank 64 have been quite ineffectual. 63 That 
such movements have had little popular 
support does not diminish the influence their 
leaders are able to wield. The weakness of 
the Indian state and a culture that sanctifies 
the agitational mode (no doubt a vestige of 
the long independence struggle from foreign 
rule) enhance their power. The slowness of 
Indian growth through a large part of the 
post-independence era has excluded many, 
particularly tribals. This lends to anti- 
development movements built on the few 
who have been entirely excluded thus far. 
a'moral' authority that elected governments 
are not able to neutralise. The tragedy is that 
'high-speed growth* alone can include all 
in development. 

In Kerala there is almost a standstill in 
hydel-power development, largely due to 
the strong pressures from the environmental 
lobby. In 1989-90 the Kerala government 
identified the total exploitable hydro potential 
of the state to be S120 MW including the 
then existing schemes of 1476.5 MW 
(Table 23). As much as 1025 MW of the 
potential having the lowest costs had to be 
dropped due to the pressure of the 
environmental lobby. 66 A further 700 MW 
worth of schemes, again with low cost, were 
indefinitely postponed due to the difficulty 
of arriving at inter-state agreements on the 
use of water, and a further 426.5 MW worth 
of schemes were awaiting forest clearance 
and were unlikely to fructify even in the 
Eighth Plan! This left only 1231 MW of 
exploitable schemes with a higher cost/MW 
than those given up. Some of these schemes 
have since then been dropped due to the 
pressure fromtheenvironmental lobby. Thus: 
“For the past ten years [the] state's earnest 
attempts to launch new hydro schemes did 
not find ready response from the central 
[government] for various reasons. In 1980 
when the project works were gathering 
momentum, the 240 MW Silent Valley HEP 
was directed to be dropped from the 
ecological angle. The 95 MW Kuriarkutty- 
Kakrapara and the 240 MW Palliyasal 
Replacement Schemes were rejected cm the 
environmental angle. Other major schemes - 
120 MW Poringalkuthu Right Bank, 270 
MW Pooyamkutty Stage II - are also not 
favoured for taking up. Thus most of the 
cheapest hydro power projects are not likely 


economic md FoHtteaJ Weekly M»y 25 


to come up. The next choiceis for resorting 
to small/mini/micro schemes which in the 
absence of storage reservoirs will only 
function as seasonal stations and for that 
reason the generation costs are now high 
(sic). Still, with the aim of utilising the water 
potential of the state to the maximum extent 
possible, schemes of total capacity 80 MW 
in the VIII Plan, and 295 MW in the LX Plan 
have been proposed. Not only the capital 
cost per KW installed capacity will be more, 
the operation and maintenance cost will also 
be much higherin the case of these schemes" 
(Government of Kerala 1989:7-8). 

The government of Kerala is therefore 
forced into micro/mini/small hydel schemes 
at a much higher cost. The enchantment of 
the environmental lobby with these schemes 
is entirely misplaced. Their environmental 
costs are also not likely to be any less than 
those of the larger schemes. From Table 24 
which lists the (micro/mini/small) projects 
expected to be commissioned over the period 
1990-91 to 1998-99 we see that the projects 
would have a firm power of only 30 per cent 
of installed capacity, which is much smaller 
than what is usual with larger storage based 
systems. Since 1989 there have been further 
delays. The firm power level for the units 
which are not associated with large existing 
projects (tail races) or are without any storage 


is substantially rower than the 30 per cent 
indicated in the table. Moreover, the 
associated cost of power collection and 
distribution from units as small as 3.68 MW 
on the average is high, and adds to the 
problems of power despatch and load 
balancing. Recently some of these projects 
have been offered to the private sector for 
construction on BOO basis. The reserve cost 
(the actual bids are likely to higher) for the 
20 or so projects advertised, is in the range 
of Rs 5 crore/MW, much above the 
construction cost of medium/large hydel 
projects. 

If the rest of the country is headed towards 
the situation in Kerala outlined above then 
clearly the fairly large hydro-electric potential 
that the country offers is likely to remain 
unexploited till such time as a more 
meaningful and rational environmental 
debate can emerge, and new institutional 
mechanisms allow for the quick settlement 
of disputes among the states for the 
exploitation of water for energy (and 
irrigation). 

With these constraints, the Kerala power 
situation has worsened, with massive power 
cuts, and very poor power quality - frequent 
interruptions, large voltage variations, low 
frequency, overloading of particular 
distribution lines. These problems would 


Tabu 23: Status or Existing and Planned Hydel Schemes or the Kerala SEB. c 1989 


Schemes 

Installed 

Capitacity 

(MW) 

Firm 
Power ai 

100 Per Cent 
Load (MW) 

Annual 

Gcnr 

Potential 

(mU) 

Per Cent 
of Total 

Remarks 

Completed/existing 

1477 

577 

5050 

32.0 


Under execution 

261 

206 

1802 

11.5 

To be completed over 
1988-89 to 1990-91 

Pending sancuon 

427 

132 

1156 

7.3 

Forest clearance 
principle hurdle 

Pending inter-state 
agreement 

700 

197 

1726 

11.0 

Unlikely in next 
five years 

Dropped/sonction 

rejected 

1025 

374 

3276 

20.7 

All except Ferinjakutty 
<60 MW) rejected on 
environmental grounds 

Remaining exploitable 

1231 

315 

2759 

17.5 

DPRs being prepared 

All identified 

5120 

1800 

15768 

100.0 



Source : Government of Kerala (1989). 


Tabu 24: Planned Micro/Mini/Small Hydro-Electric Schemes or the Kerala SEB 


Expected Year 
of Commissioning 

No of 
Units 

Average Size 
(MW) 

Installed 

Capacity 

(MW) 

En«sy 

(MU) 

Utilisation 
Factor 
(Percent) , 

1990-91 

2 

2.15 

4.50 

12.00 

o.3o ; 

1991-92 

4 

2.88 

11.50 

54.00 

0.54 

1992-93 

8 

1.03 

8.25 

28.40 

0.39 

1993-94 

5 

6.70 

33.50 

62.00 

0.21 

1994-95 

10 

6.43 

64,25 

149.00 

0.26 

1995-96 

9 

7.00 

63.00 

130.00 

0.24 

1996-97 

8 

3.81 

30.50 

57.00 

0.21 

: 997-98 

18 

3.01 

54.20 

180.40 

0.38 

1998-99 

25 

2.32 

28.03 

180.12 

0.35 

All above 

89 

3.68 

327.73 

853.02 

0.30 


Source: Government of Kerala (1989). 
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undoubtedly continue in the immediate 
ftstute. Thesituation is lamentable,especially 
because. Kerala was a power surplus state 
ib the 1970s, and has the potential to regain 
that status, on the basis of its hydel potential 
done. With high power consumption per 
capita by households, growth in commercial 
demand, and relatively slower growth in 
industrial demand, the peaking power 
requirement is high relative to the rest of the 
country, and comparable to that in the 
metropolitan areas (Table 21). This means 
Storage based hydel systems are a must, if 
the peak demand has to be met. 67 

XI 

The Way Out 

Our arguments in favour of a national 
alternative (Part II) is not a call for a return 
to the past. It is obvious to everyone that 
there can be no real improvement unless the 
state utilities improve. Wholesale 
privatisation of distribution (even if this is 
assumed to be desirable) is, at the present 
juncture, entirely inconceivable because the 
vested interests are very strong. Equally 
importantly the employees are hardly likely 
to quietly accept retrenchment or any 
conceivable VRS that the state can today put 
together. Without massive retrenchment, no 
private party would be willing to touch 
distribution. Sale of distribution and 
generation assets at values much below their 
current replacement cost to discount for the 
, burden of labour to the private sector could 
have been a way out, but here again the 
government is likely to come up against 
vociferous criticism of a sellout, or of 
favouritism. Even a few instances of 
| corruption or favouritism (most likely) have 
the potential to create acute embarrassment 
to the government. 6 " For significant 
privatisation, government would have to 
’accept that it has to push through a 
comprehensive legislation laying down the 
. method for privatisation, covering such 
aspects as preparation of units, 
corporatisation, valuation, pricing, 
concessions to employees, etc. M But as the 
/reform’ process enters the phase where it 
can hurt entrenched interests, nothing short 
jaf a comprehensive bill on privatisation and 
{private participation in infrastructure would 
/spbrk. This is no doubt politically difficult, 

; jnthe electricity sector, not the least because 
’pfthe involvement of the state governments, 
SO that in the near future the state has little 
/option but to directly address the question 
;bf improvement in the SEBs. The stalemate 
litttat is likely would heighten the infra- 
S&ttcUiraS constraint, affecting the growth 
/pepcess. 

it is here that the central government can 
jpteatly influence and cajole the state 
|/g|Erivmnients into moving away from the 


of course be to considerably increase die 
levels of budgetary contributions, and to tie 
the same to performance measures 70 of the 
SEBs. Theimmediateconcern being resource 
mobilisation for power, the centre ought to 
base its contributions on the savings of the 
SEBs, rather than on distant criteria like the 
lack of overall development of the state. 71 
This would put pressure on them to raise 
their tariffs in the short run, improve PLF 
and probably even come down on power 
theft. 72 The setting up of the Power Finance 
Corporation is a step in the right direction, 
but its resources need to be greatly augmented 
even if through deficit financing. 

The problems in hydel power development 
would have to be squarely addressed. 
Resettlement costs ought to be provided for. 
The public interest’ litigation on such 
matters, as seismic effects and species loss, 
can be rationally addressed only if 
governments are willing to share information 
with the public at large. That governments 
today are secretive, is no doubt due. among 
otherreasons, to their need to avoid revealing 
their corruption (in the payoffs received 
from contractors and illegal favours granted). 
This has unfortunately tied the hands of a 
possible modernist and rational counter 
critique of the anti-hydro anti-large dam 
movement in India. Moreover, we can hardly 
afford the luxury of legal tangles that prevent 
joint exploitation of water resources by group 
of states. Similarly, clearing the ground for 
large-scale interstate movement of power 7 ' 
and of interstate investments in power 
generation by SEBs becomes vital in the 
optimal exploitation of coal 74 and water 
resources. 

In September 1984, the central government 
launched a modernisation and renovation 


a target additional generation of 7,000 
mKWH. about (0,000 mKWH were 
actually generated at a capital cost of 
Rs 0.88 crore/MW. Later, Phase II of the 
scheme and a similar scheme for hydel units 
were launched. But progress on these schemes 
was inadequate, due primarily to funds 
diversion by SEBs! As much as 6,500 MW 
can easily be realised though renovation at 
a cost of less than Rs 1.3 crone/MW which 
is less than half the cost today of creating 
fresh capacity. This should have had the 
highest priority, but it does not, since the 
potential for kickbacks is practically nil! 75 
Can such a situation continue? 

The problem of very low prices for the 
agricultural sector can hardly be tackled 
unless government initiates the processes to 
price canal and major irrigation water at 
reasonable rates. There is simply no basis 
to subsidise power to the household sector. 
Governments can easily increase the tariff 
on households, by linking up the tariff 
increase with a credible promise to improve 
power quality. 

The reform process has so far (perhaps 
tactically) side-stepped the problems of the 
coal sector and more specifically the problem 
posed by the illegitimate hold of the coal 
mafia on mining and supply operations. With 
the IPPs and a more liberal policy as regards 
the use of inputs in the power sector, a shift 
is likely from coal to fuel oil, naphtha, and 
gas. and imported coal, which would put 
additional pressure on the BOP. We have 
intentionally not built a critique of the IPP 
policy on this aspect of imported fuel 
dependency because in the long term India’s 
power sector especially in the south and the 
west would have to substantially use imported 
gas. This becomes necessary because India 
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la resource poor despite assumptioOs W 
contrary that areoften made. 76 Nevertheless, 
there is still much scope to use indigenous 
coal even with Us problem ofhigh ash content. 
This can be seriously addressed only if there 
is willingness to tackle the mafia and the 
logistic problems of supply. If the initiative 
is not taken now the immediate load on the 
BOP, in import of fuels, may be unbearable 
even with much buoyancy in exports of 
manufactures. 

The prospects that the real problems of 
the power sector would be addressed are 
rather dim given the enchantment of the 
present regime with private and foreign 
participation as a general solution to 
infrastructural problems. Moreover, its 
monetarist orientation prevents it from 
realising the opportunities for deficit 
financing in areas like power to relax supply 
constraints. Foreign resources can at best 
mitigate the bottlenecks in certain areas. 
Late industrialisation has historically 
demanded state intervention 77 particularly 
in infrastructure, and there is no reason to 
expect that India would be a special case. 
The need of the hour for the state, if it is 
serious about its own agenda to bring about 
a capitalist transformation, is to focus on 
activities where it has the comparative 
advantage (infrastructure, social sectors like 
health and education, strategic and high 
technology areas, typical government 
functions like regulation, law and order) 
even as it quickly withdraws from direct 
participation in other areas where the private 
sector is eminently capable. The deep-seated 
problems in the state electricity system, it 
left unaddressed can only grow and continue 
to be a drag on the economy and the well* 
being of all. 

(Concluded) 

Notes 

37 We would contend that the reform process 
hue succeeded largely in liberalising trade 
and external investment, only because these 
were easy to bring about. The so-called 'water 
in the lari IT was removed without .substantially 
hurting industry. Delicensing was by far the 
most important success which has allowed u 
freer ground for private business. Yet the tack 
of a credible exit policy has loaded the system 
with 'non working 1 or poorly performing 
enterprises, especially public, which continue 
tobeasink for resources. Similarly, subsidies, 
particularly those that benefit the middle 
classes, have hardly been affected; and public 
sector workers have strongly and effectively 
opposed privatisation. Infrastructural ureas 
(ports, railways, road transport) continue to 
be under the quagmire as before; and dysfun¬ 
ctional employee behaviouris stitilmchecked 
in bank, airline, steel, and coal sectors. 

38 West Bengal shows a sharp improvement (57 
per cent) in 1994-95, from 40,7 per cent in 
1993-94. and this is the beginning of-a real 


dhjMfft, whM*to, ite icteiise 

that the CPt(M) government is qying to bring 
about from the dysfunctional orientation of 
its past. 

39 Admitted by certain concerned managers of 
SEBs. As claimed by a former chairman of 
the CCA, not only a large part of T and D 
losses but also a significant port of the power 
reported as being supplied to the agricultural 
sector may indeed be stolen by other small 
industrial users with the connivance of the 
SEB staff ICf Roy 1995]. 

40 Maharashtra and Tamil Nadu are not affected 
by power theft, as revealed in our discussions 
with associations of small industrialists and 
SEB officials. 

41 A possible economic factor in the regional 
pattern of NTPC investments is no doubt the 
abundant coal resources of the eastern region; 
but then the inter-state and inter-regional 
transport of power is very small, beyond die 
fairly large transport of power within the 
NTPC system, which is still intra-regionai. 
While the best coal may be found in the 
eastern region, other regions (in contrast to 
states) are not denied of this resource - 
Singareni in AP. central and western coalfields; 
lignite deposits in Tamil Nadu and Rajasthan, 
etc. The pattern of investments could also 
arise from the fact that better performing 
SEBs in the south and west would not have 
the same incentive to buy power from the 
NTPC, as the poorly performing ones. This 
arises from the nature of NTPC's pricing ot 
bulk power. 

42 The IPPs arc planned largely in the west and 
south, and even in the resource rich east, they 
are planned to export power to the west and 
the south. One merit of the IPP policy is that 
it they are realised the discrimination agamst 
the south and the west would be attenuated 

43 Crossregional sates or ad hoc sales are too 
small to be taken into account. 

44 Today, except possibly in the case of the 
Narmada Project, the interest of the politician 
and the bureaucracy in huge irrigation projects 
rests largely in die scope it offers for graft 
tot about 10 per cent on all contracts) and 
patronage. 

45 Much of the SEBs 1 capacities is in coal based 
steam generation plants, which have longer 
switching times, and the hydel-thermal ratio 
has been falling rapidly. Gas capacities though 
they are growing rapidly constitute only a 
small part of the total thermal capacity. Gas 
is only a second best option, to a mixture of 
thermal and hydet. It is only the woeful failure 
on the hydel trom. that makes the high 
(variable) cost option of gas attractive. 

46 This docs not necessarily mean that the 
industrial demand for electricity has been as 
stow as it has been made out to be. Not only 
was captive generation growth rapid, but the 
increasing T and D losses, as also pail of the 
supply to the agricultural sector particularly 
in the cast, os wc shall see. may be ultimately 
going to the industrial sector particularly the 
small industries sector. 

47 In Orissa. NALCO’s captive generation plant 
managed by the NTPC has been generating 
more power than the SEBs sales in total. 


Orissa has recently privatised, even the. 
distribution. Tius maybe d* best option Mtra 
in a state with little household demand, and 
with an unbelievably corrupt and inefficient 
Board, privatisation can set right production. 

48 In these economies, which are past the stage 
where their competitiveness is based on costs, ' 
the cost of electricity is less important than 
us availability on demand. Highquality supply 
means catering to a highly variable diurnal 
and seasonal demand (because a very huge 
pan of electricity sales is to households), for 
which reason low PLFs and high costs (and 
pnees) are justified. 

49 Domestic sector prices in very many SEBs 
particularly in the north are below unit costs. 

50 For an elaboration of the time profile of the 
emergence of the inverted tariff structure see 
Baneqee and Vinayak (1995). 

51 Many would not think so [Cf Reddy and D’Sa 
1995]. 

52 Electricity consumption by households at low 
levels is need serving especially when used 
for lighting and fans. At high levels, as when 
it is used foraireonditioners and water heating 
it is indeed a luxury. Electricity unlike clothes 
(which is similar to it in the sense of being 
both a luxury and necessity) can hardly be 
differentiated being the purest commodity in 
th*i sense. 

53 In any populist pricing of infrastructural 
services (railways, road transport, telecom, 
irrigation water, electricity), low pnees hurt 
the target group more than it helps. Supply 
constraints (at least in market economies 
subject to budgetary constraints as the Indian 
certainly is), mean that even as the price is 
low many from the target group remain 
'outsiders', and so is anti-poor. If in having 
access, the benefit to the 'insider 1 is huge it 
is only lair that the ’insider* does not stand 
in the way of the expansion of the service. 

54 Historically, in late industrialising countries 
with dense populations, it is only land reform 
that in enhancing agricultural output (from 
die poor fanner) has created the conditions 
(primarily demand) for enhanced industrial 
growth, which alone has been capable of 
greatly reducing if not eliminating poverty. 
Consider the following countries; China, South 
Korea, Vieinam, Japan, Thailand and Taiwan. 
The strong stale, the efficient bureaucracy, 
outward orientation, the efficient shopfloor, 
investments in health and education are only 
parts of the story of the industrialisation of 
these economies. What is indisputably 
common to all of them is their enhanced 
agricultural output during their transformation 
phase, which followed from a one shot 
redistribution of land, and to a strengthening 
of the institution of private property. In 
contrast, countries like India with a prolonged 
and continued subsidy based redistribution (a 
la 1RDP, food subsidy, etc) do not show the 
'high speed* growth that may well be a 
characteristic of successful industrial 
transformation in the late 20th century. 

55 This was the period in which so many sop 
programmes, such as the IRDP, were 
introduced and the rhetoric of poverty 
alleviation became very shrill. The MRTP 
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of pricing pressures served to heighten the 
rhetoric, and internalise the political gain. 
Such measures may be fruitfully seen as the 
holding out operations of a besieged state that 
was clearly putting its survival ahead of growth 
and transformation, which alone caneliminate 
poverty. That the left and many other critics 
harp back to this period is indeed strange, but 
perhaps not. if we recognise that this was a 
very important period in the formation of the 
new intelligentsia. 

56 The latest being Vaidyanathan (1992), whose 
report has forcefully made the point and even 
outlined a method of implementation. 

57 We are grateful to Y R K Reddy, additional 
secretary, ministry of finance, for this 
interesting insight. 

58 [Morris 1990]. The very practice also reduces 
the ability of the state to raise resources. The 
capital X time tie up factor due to delays and 
cost overruns has been of the order of 200 
per cent. 

59 In China 4 high speed* growth is in no small 
measure due to the ability of the state and 
its parastatals to concentrate resources for 
infrastructural activities (including township 
construction, so obviously visible in Shanghai 
or Beijing today) with compression in the 
construction period. Micro-efficiency, in 
contrast, in many Chinese enterprises remains 
problematic even today. 

60 The Salal Project was commissioned on time, 
while the Dulhasti Project still reels with the 
problem created by the militants in J and K 
who kidnapped one of the French engineers 
working at the site. The French construction 
consortia was unable to work on the difficult 
terrain, and the heavy boring machines were 
ineffectual in the tunnelling work. The French 
may have used the opportunity provided by 
the militants to wriggle out of the contract, 
and justify the enormous time and cost 
overruns. Ample graft to politicians would 
certainly have helped. In contrast the Salal 
Project which was indigenously executed 
under the leadership of BHEL had no 
problems. [C1MM News Abstracts of 
Companies NHPC: January 28, 1995; April 
11.1995; December 19,1994; December 13, 
1994; October 20. 1994; October 14. 1994; 
December 13, 1994; August 5. 1994.) 

61 Transmission projects of the NTPC (now the 
Power Grid Corporation), and the SEBs, for 
ultra and inter-regional transport of power, 
with great potential to improve the system 
efficiency and bring down T and D losses are 
being held up for want of compensatory land 
for the small amounts of forest land that the 
TL towers need! 

62 Fbran expose of the activities of the Narmada 
Bacheo Andolan (NBA), see the pamphlet 
brought out by Arch- Vohini, a voluntary group 
that has worked most to bring about the 
rehabilitation of the project affected people 
including tribats {Arch-Vahini 1992]. The 
Arch-Vahini as also others dose to the field 
and the state government have also answered 
the queries raised by the Morse Commissions 
(set up by the World Bank) Report on the 
Narmada. 


63 The teen issue in theNafumda Prefect, how 
shire the dam affected have been adequately 
compensated and resettled, is that of graft and 
poor construction quality. The nexus of the 
contnctorond the PWDwas allowed to operate 
even in this case of a prestigious national 
project, which was under close scrutiny. The 
dam itself even before its complete filling has 
been showing damage. This as admitted by 
officials privately. 

64 World Bank (1990) put out by the Agriculture 
Operations Division, India Department, has 
effectively answered point by point the major 
'issues' raised in Pannjpe (1990). This book 
has virtually become a bible for the 
international and national anti-large dam 
movement. It is a major exercise in 
disinformation. To a social scientist, the 
interesting (meta) question about much of the 
(dysfunctional) environmental movement, 
today, in India, is the triumph of the irrational: 
How does one(nttiofially)explain the political 
economy of such movements? Are they a 
distorted reflection of the post-modernism of 
the west? 

65 Hirschmon (1992) casts a steady light, in an 
attempt to grapple with the current anti- 
industrialisation bias, that is inherent in the 
position of so many activists working for the 
poor, and the environment. 

66 In Kerala, the Kerala Shastra Sahitya Parishad 
(KSSP) and other groups have strongly 
opposed the construction of large dams on 
the Western Ghats. Their influence has been 
builton their yeoman work to enhance literacy, 
to educate the poor and to take science to the 
masses. While the cancellation of the Silent 
Valley Project is justified because of the 
uniqueness of the flora and fauna, most of 
the other projects which have been cancelled 
or are held up, ore not. 

67 The auempt to have a thermal station in 
Kayamkulam would run up against the 
problem of land availability and pollution 
which Kerala with its very high price of land 
can hardly afford. There is no option but to 
build hydel stations, and trade power with 
Tamil Nadu where the land cost is not 
prohibitive. Gas-based stations would also 
come up against high price of land, and low 
tolerance to environmental pollution that a 
densely populated state with high incomes 
necessarily presents. The immediate solution 
may well be to set up a power plant across 
the hills in Tamil Nadu with dedicated supply 
to Kerala. For such a decision the Kerala 
government ought to be willing to forgo the 
benefit of the small addition to employment 
that a power generating plant creates, and 
conserving the use of the state's high value 
land. But would the policy-makers in Kerala, 
with their strong labour orientation ever see 
this option? 

68 Already, in telecom sector the government's 
initiative to throw open the sensitive and vital 
basic services to the private sector, though 
well crafted, has witnessed vociferous 
criticism in parliament, because the 
consultative political processes had not been 
gone through. Unfortunately for the country, 
the real issues are not befog raised by the 


opposition. Right ftowaproxywafamengthe 
bidders, with the backing of competing 
international telecom giants, is befog fought. 

69 Without the involvement of parliament, the 
proce8sofprivatisatio«i,«ndoftiuowfogopen 
infrastructural areas for private participation, 
has the real danger in that particular groups 
and interests can use the 'reform' process for 
primitive accumulation. This has happened 
in many a third world economy, where 
privatisation on ideological grounds have been 
pushed through without much concern for the 
process and fairness. In this matter the 
international agencies have little specific 
knowledge and there is no alternative to a 
deep understanding of the political and 
economic implications of privatisation. While 
other less democratic societies may have 
accepted unfair privatisation, strong political 
institutions in India would be able to thwart 
ad hoc measures being attempted without 
wide discussion and debate. The government 
so far has attempted to push through reform 
without attempting to build a wide consensus 
because of its weak position in parliament 

70 These performance measures since they need 
be only relative (to other SEBs and over time), 
are not conceptually difficult. The first step 
would be to improve the accounting practices 
of the SEBs and to bring them under commer¬ 
cial audit, but these are minor problems. 

71 For too long the Indian state has adopted a 
criteria for central funding that has punished 
better performance and rewarded poor 
performance. We have seen this in the case 
of power. But the situation is no better in other 
areas like railways, irrigation, etc. It is a pity 
that the 10th Finance Commission has not 
addressed this issue of linking the centre's 
development assistance to performance. The 
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Planning: An Excrete for Ht Industries in 
Maharashtra’, EPW, August, pp 1659-70. 
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overstated. Even in mas like health and 
wetfhm fending can be based on the product 
of need and temporal impro v ement Funding 
that does not punish poor performance 
amounts to the management of under¬ 
development and the underwriting of 
comtj>Uof>. 

72 The problem of inadequate investments in 
distribution is too well known to merit further 
discussion, and SEBs cannot any more shy 
away from this area. 

73 Besides the movement of power within the 
NTPC system (now via the Power Grid 
Corporation), theintcr-stateexport and import 
ofpowerisqoitesmall. Them is large potential 
here given the skewness of distribution of 
both hydel and fossil energy resources. 

74 Pit head generations in the coal rich areas of 
MP and Bihar should be able to generate 
power at a variable cost that is as low as 
50p/KWH, with a capital cost that is no larger 
than of a station elsewhere. Even with a 
transmission loss of 8 percent for long distance 
transmission (the technology for which is 
available in the country), the power can be 
available in areas as far away as Karnataka 
for a variable cost of just about 60p. 

75 Principally, inadequate availability of funds 
even when the centre had made the provisions, 

- managerial inefficiencies in the eastern states, 
and non-availability of equipment in states 
with large gap in supply and where the PLFs 
are high, were the factors responsible for 
inadequate performance (Ministry of Power, 
Annual Report, various issues, and Pagdedar 
1990]. 

76 It is only India's very low level of development 
and (relatively) slow growth that has kept its 
demand for natural resources low. As it grows 
India like Japan is structurally constrained to 
place a large demand on the world's natural 
resources, including fuels, which would have 
to be financed by surpluses on exports of 
manufactured exports. 

77 This is true of all late industrialisation expect 
perhaps some small European countries like 
Spain and Portugal which had the option to 
ride on growth impetuses elsewhere via their 
incorporation into the common market. The 
East Asian transformations, the Chinese and 
earlier the Soviet, Japanese and German, all 
fit the pattern highlighted by Gerschenkron 
(1966). 
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DISCUSSION 


interpreting Attached Labour in 
Contemporary Haryana 


Surinder S Jodhka 


WHILE I am grateful to Torn Brass for 
noticing my work and for his detailed 
responses [Brass 1995,1996] to my papers 
in EPW [Jodhka 1994, 1995], I am also 
perturbed at the way he has reacted to my 
formulations. Not only had I not imagined 
that my woik would unsettle and disturb him 
in the manner in which it seems to have done, 
but also I had actually thought I agreed with 
his position more than I disagreed with it. 
Instead of concentrating on the conceptual 
and empirical issues being debated. Brass 
in his second comment [Brass 1996] resorts 
to attacking me personally. Apart from 
sounding dismissive and arrogant, his 
comment is full of misrepresentations and 
half-truths. Therefore it calls for a rejoinder. 

In order to situate this rejoinder in a 
perspective, it may be useful to begin with 
a brief introduction to the debate. 

On the basis of extensive field-work carried 
out in three villages of a 'green revolution* 
district of Haryana, I contested those who 
viewed attached labour in the post-green 
revolution agrarian context in India as 
comparable to employment in the organised 
sector. Agreeing with Brass, I argued that 
such relations could not be understood 
without giving centrality to the elements of 
unfreedom present in the relationship. This, 
I thought, could be easily established by 
referring to the obvious economic 
compulsions that make the labourers enter 
such relationships despite their strong dislike 
of attached labour. However, during my 
long field-work, extending over a period of 
six months, I did not find any evidence to 
support the view that elements of unfreedom 
were growing, a process that Brass describes 
as 'deproletarianisation*. On the contrary, 1 
observed an opposite trend 

This, I argued, was a consequence of (i) 
a near total erosion of the ideology of 
patronage and loyalty, (ii) increasing 
integration of the rural economy into the 
broader market, making it possible for the 
labourers to look out for alternative sources 
of employment, and (iii) most importantly, 
an acute dislike of attached labour that led 
to constant tensions and conflicts in the 
relationship. 

While calling them 'bonded slaves' (as 
Brass does) seemed like an overstatement, 
elements of unfreedom were too obvious not 
tobe given centrality in any conceptualisation 
Of attached labour in contemporary Haryana. 


Hence I suggested that the contemporary 
form of attached labour could be better 
conceptualised as a 'labour mortgage 
system*. 

What another participant in the debate, 
who himself has done extensive field-work 
in the same region, found a "highly insightful 
and innovative interpretation of the social 
relations under study" [Singh 1995], Brass 
described as "pre-mature" and empirically 
unsustainable In an extremely authoritative 
style. Brass demanded that I better withdraw 
my formulations or else admit that I was 
speaking for those who employed attached 
labour. 

His own argument is a fairly simple one. 
According to him, farmers use the mechanism 
of debt to control and discipline agricultural 
labour. So, for Brass, all those labourers - 
casual or attached - who have borrowed 
money from farmers should he seen as bonded 
slaves. Moreover, according to him, this 
bondage is growing in Haryana agriculture. 

The picture that he draws of the social 
relations of production in Haryana agriculture 
is not only a simplistic one, recognising no 
differences between attached and casual 
labour and the various forms of informal 
credit relations that exist in rural Haryana, 1 
but it also tends to construct an image of 
the Indian village that makes it appear as 
a completely closed system with an absolutist 
power structure where labourers have no 
space to bargain and contest. 

For example, I argued that the growing 
practice among labourers to move from one 
farmer to another after the completion of a 
contract year, and the fact that in the new 
cash contract system they could do so even 
in the middle of a contract year if they 
disliked working with a particular farmer, 
did open up some options for the labourers, 
seen particularly in the light of the fact that 
there is always a scarcity of those who are 
willing to work as attached labourers. Brass 
finds this change of no significance; he, on 
the contrary, argues that such instances should 
be seen more as "the act of selling a slave 
by one master to another" [Brass 1996:238]. 

Apart from being an absurd interpretation 
of the prevailing social relations of production 
that would make even the concerned 
labourers laugh, it reinforces my earlier 
criticism of Brass that he attributesnoagency 
to the workers at all. While I do not argue 
that this ability of labourers to move from 


one farmer to another implies complete 1 
freedom of labour, seeing it as an instance 
of 'slave trade’ is definitely an over* 
statement. 

Though Brass appears to accept that there 
is an element of interpretation involved here 
when he says, "what I argue is not that there 
is no class struggle but that the struggle 
which does occur is not as effective as Jodhka 
claims" (p 237), he continues to insist that 
it is his interpretation alone that is legitimate 
while the rest is all essentially a landowners' 
point of view. 

The notion of agrarian class structure that 
Brass seems to be working with is just as 
simplistic. He appears to be operating with 
a two-class model where the landlords 
employ labour and labourers are forever 
borrowing from the employers, keeping them 
eternally tied to the creditor farmers. 

While this may have been true of the 
agrarian structure of the 19th or early 20th 
century Haryana, agrarian relations are very 
different today. For example, in present-day 
Haryana, while attached labourers were 
largely employed by the big farmers, casual 
labourers were employed even by the small 
and marginal farmers (owning less than 5 
acres land). Out of 35 small/marginal farmers 
studied, as many as 23 reported that they 
hired 5 to 30 labour-days per acre per year 
[Jodhka 1995c:96J. And, to secure an assured 
labour supply, at times even the small and 
middle farmers paid in advance to the 
labourers. At least six out of 24 middle 
farmers (owning 5-10 acres) and another six 
of the 35 small/marginal farmers had reported 
to be doing so (ibid: 185). 

Being over-protective of his own 
theoretical formulations. Brass is unable to 
appreciate what 1 am actually trying to say. 
He seems to be seeing 'free* and 'unfree' 
labour relations as binary opposites. So when 
I argue that, seen as a process, while attached 
labour could not be understood without 
recognising the obvious fact of unfreedom 
being present, there was also a counter¬ 
tendency which seemed to be leading to d 
decline of the system. Brass sees it as merely 
a tactical choice on my part. In his view, 
since f cannot "deny the presence of unfree 
labour", 1 do "the next best thing which is 
to claim that it is either on the decline or 
non-existent" (p 237). 

He makes it appear as though I have a 
vested interest in presenting such an argument 
and claims that what I project as the 
perceptions of my respondents are actually 
*my own perceptions of the situation* (p 237). 
He explains my 'bias' rather strangely by 
invoicing what he thinks is my personal 
context. He claims that I have "property' 
owning kinsfolk" residing in one of the three 
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v viUhgefl ftwfilrf and tiicrcfore t am 
predisposed against identifying the 
increasing pretence there of agrarian relations 
dike debt bondage) which ate in fact illegal” 
{Brats 19%: note 5]. Brass seems to know 
everything! Apart from ott^er issues involved 
here what Brass claim about my , personal 
context* is simply not true. 2 However, i fully 
recognise the fact that there are obvious 
problems with social scientific knowledge 
where elements of interpretation cannot be 
ignored and there are always questions of 
representation involved. Nevertheless, what 
surprises me is the manner in which Brass 
places himself on a high pedestal, where his 
own context is projected as absolutely 
unproblematic. Based in Cambridge, having 
spent only a couple of days in some villages 
of Haryana with absolutely no knowledge 
of the local language, he can yet claim to 
present a truly scientific and, above all, a 
‘radical’ analysis of the complex patterns of 
changes being experienced in the Indian 
countryside, while we, the insiders, 
irrespective of our own political orientations, 
notwithstanding the amount of time spent 
in carrying out our field-work, would always 
be looking at things only the way landlords 
wished to perceive things or else from our 
own personal contexts.’ 

Another place where Brass completely 
misrepresents my work is where he mentions 
the scope of my study. He claims that my 
work was *‘on credit provisions to farmers 
and workers mainly for the purpose of 
agricultural production” (note 3, p 239). 
This is again not true. Even the titles of my 
publications suggest that the focus of my 
work was on relational issues (see iodhka 
1995b, 1995ti. In fact the longest chapter 
of the study was precisely on questions 
relating to the various forms of dependency 
relationships present in contemporary 
Haryana, with specific focus on the role that 
debt played in the reproduction of such 
relations. 1 also studied the new sources of 
credit available to farmers through 
institutional sources and the marketing 
networks, primarily to see how these affected 
the agrarian structure or debt-mediated 
relations oft dependency in rural Haryana. 

Even when I state my position in entirely 
unambiguous terms. Brass insists on 
imposing upon it his own reading of my 
work, a reading that does not threaten his 
own formulations. When he does find 
something agreeable in my account of the 
agrarian situation in contemporary Haryana, 
Brass accuses me of restating what he has 
already said without my acknowledging the 
fact that it had been reported by him first. 

However, this too is only a half-truth. 
Though he published his work on Haryana 
before I did, 1 had completed my thesis 
before he had published his paper. And there 
is evidence to the fact that he had read it 


before be wrote hit paper end had also 
quoted extensively from my unpublished 
thesis where 1 first presented my data. 4 

Similarly, on the question of 1RDP, Brass 
projects my position in a way that makes 
it appear as though 1 have all praise for the 
programme. What I had argued jn my thesis 
and the papers was that in some cases, the 
casual labourers seemed to have escaped 
attached labour, however temporarily, 
because they could manage to get an IRDP 
scheme, where, instead of buying the asset 
that they were expected to, they used up the 
money to organise a wedding or pay back 
a loan earlier obtained from an informal 
source. I had also stated that the IRDP played 
only a marginal role in the overall structure 
of credit in rural Haryana, while 
simultaneously arguing that its role, though 
small, could not be completely overlooked. 
Even while it operated through the already 
existing structures of patronage or when it 
was used as a mechanism of consolidating 
factions in local politics, its consequences 
appeared to be contradictory. Schemes such 
as these do not always work in a mechanical 
way, and one needs to understand their 
possible unintended consequences as well. 

Finally, perhaps the most crucial issue in 
this context is related to the assumption that 
Brass is operating with, viz, the idea that a 
powerful class of landlords is still in control 
of the politics and economy of contemporary 
rural Haryana. Though in some senses this 
perhaps continues to hold true, one can no 
longer ignore newer processes such as the 
subdivision of holdings [Gill 1988], the new 
sets of aspirations that this class has been 
developing over the years [Mendelsohn 
1993] and an increasing tendency amongst 
them to look outward to the possibilities of 
greener pastures in towns and big cities and 
what the combined effects of all these would 


be on <be tocib^ditical 
Haryana today. ' 

Notes 

1 See, for example, Iodhka (1995b, 1995c). 

2 While I do have some relatives living in one , 
of the villages 1 studied, they are either tail- " 
cultivators or own only marginal holdings. *' 
None of them employs attached labour. 

3 ll is rather ironic that one of the references he 
uses to support his position writes in another 
response to the paper “Most of the findings 
of iodhka (1994) affirm my own conclusions 
from the study of agrarian structure of 
Punjab, carried out at two points of time, that, 
is 1980-81 and 1990-91” [Singh 1995) 

4 See Brass (1990: notes). 
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Shatini Singh 


THIS has reference to the article Structural 
Adjustment in India: A Critical Assessment' 
: byAshwini Deshpande and Prabiijit Sarkar 
(December 9,1995). This note is intended 
. to highlight certain limitations, errors of 
specification, interpretation and methodo¬ 
logical transgression which impair the 
validity of the empirical results reported in 
the analysis. 

(i) The authors have fitted the growth 
curve to the data in order to estimate the 
^ trend growth rate during the period of 15 
years from 1980 to 1994: 

Ig Y » a + bX ...(1) 

where Y is the dependent and X, time is the 
independent variable. But this conventional 
growth curve has been extended and modi¬ 
fied by the introduction of two dummy 
variables to distinguish between the 
intercepts and slope for the pre- and post- 
Uberalisation periods: 

\g Y * a -f bX(l) + cX(2) + dX(3) ...(2) 

where X(l) is now time, X(2) and X(3) are 
die intercept and slope dummies: X(2)=0 for 
pre-liberalisation months and X(2) = 1 for 
post-liberalisation months. 

There are usually two methods of analysis 
for the evaluation of policy impacts: dummy 
variable technique and comparative analysis 
based on the periodisation of the observed 
data on which the analysis is based. No 
doubt, the dummy variable technique is 
highly sophisticated and hence more at¬ 
tractive for econometric analysis than the 
comparative analysis of periodised data. 

If the growth curve is fitted to the observed 
values of the variable(s), time is taken as the 
determinant of the temporal growth/change 
. rate. Time is treated as the discrete variable 
that admits values between zero/unity and 
, a definite number in the finite range. The 
i periodisation of the observed values will 
require the fitting of this growth curve to 
; , the values pertaining to each sub-period into 
, which the data have been divided in order 
, to evaluate the impact of the change in 
: policy from one time period to another. The 
i difference between the growth/changc rates 
in different periods will then reflect the 
; impact of change in policy. 

The authors have introduced two dummies 
; OS additional variables in the growth curve 
! (!) in order to derive relation (2). If the 
dummy variable X(2) is introduced in the 
growth curve, then the second variable 
; representing time will be assigned either 0 
gr 1 as values for the same months for which 
; time variable X(l) has been assigned a 
Afferent discrete value in the given time 
< < scale of l -180. For most of the observations, 


these two values of time assigned to X(l) 
and X(2) will be different. This raises both 
conceptual and methodological problems. 
No variable can conceptually be envisaged 
to have two different time scales for its 
measurement. In the present example, while 
X(l) is defined in the time scale ranging 
from l to 180, X(2) is defined in the time 
scale of 0 to 1. Then, the constraining of 
X(2) to have 0 and 1 binary values changes 
not only the measurement of time variable 
in two different scales but it also transforms 
time, the quantitative variable, into a quali¬ 
tative variable. Thisinvolvesbothconceptual 
and methodological transgressions. 

Another difficulty posed by this exercise 
pertains to the interpretation of the results. 
If we have the estimates of regression of, 
say, exports/imports/inchistrial production 
on, say, income and time, the coefficient of 
the time variable will be interpreted as the 
shift parameter of the function, that is, the 
coefficient of time will furnish an estimate 
of the rate of shift of the function per unit 
of time [Schultz 1938] rather than the rate 
of growth, while the coefficient of the dummy 
variable will reflect the significancc/non- 
significance of the difference between the 
intercepts of the function in two periods 
distinguished by the dummy [Johnston 1963]. 
But the coefficient of time in function (1) 
is interpreted as the rate of growth. The 
above two interpretations are obviously at 
variance with each other. Besides, the ex¬ 
plicit evaluation of the differential magni¬ 
tudes of theimpactsof the two policy regimes 
on growth cannot be carried out. The dis¬ 
advantage of the periodisation of the time 
series is that some observations have to be 
dropped from the sub-period(s) of shorter 
duration. The impact of loss of observations 
may, however, be evaluated by reference to 
thegrowthofthcvariable($)inthecomposite 
period, having all observations. 

(ii) The data used in the study is divided 
into two parts with a view to introduce the 
dummy variable in the growth curve that has 


twBafftledtotbefoeMrimd&iltoparied • 
covered by the stutfyeomprisesthreedistinet 
sub-periods: period from 1980 to 1985may 
be defined as the pre-liberaHsatkm period; 
the period from 1986 to 1990 may be 
described as the first phase of liberalisation, 
or liberalisation phase during the Rajiv 
Gandhi era; and the period from 1991 to 
1995 may be taken to represent the second 
phaseof liberalisation, or liberalisation phase 
during the Narasimha Rao regime. Bach of 
these sub-periods has distinctive stnictural 
features. But the authors treat the libera¬ 
lisation phase 11 period as distinct from the 
rest of the years covered by the study. It 
implicitly assumes that the policy regimes 
during 1980-85 and 1986-90 were identical. 
This is at variance with the facts. These 
structural differences have been disregarded 
despite the clear cognisance that the authors 
themselves have taken of this facet of policy 
shifts. 

(iii) On the basis of the extended and 
modified growth curve fitted to the data, the 
authors discuss the long-term trend. One 
may like to know the basis on which the 
long-run trend has been determined. Time 
series analysis, based on the estimates of the 
growth curve, reflects only short-run trend 
irrespective of the length of the time series 
on which the estimates are based. It is the 
cross-sectional data base that embodies the 
long-term trend. Alternatively, the authors 
might have used the distributed lag model 
from which something could be inferred 
about the long-run propensity/elasticity/rate 
of change. The trend revealed by the co¬ 
efficient of time variable in the modified 
growth curve can, at best, be called the trend 
growth rate of the period covered by the 
analysis provided that one can defend the 
interpretation of this coefficient as rate of 
growth in the modified function. 

These errors and mis-speciflcation jeo¬ 
pardise the empirical validity of the results. 
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Period 

(months) 
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Pii|fd- 3 TTCTTcT #a> 
^ 5 J EXPORT-IMPORT BANK OF INDIA 

BALANCE SHEET AS AT 31 ST MARCH, 1996* 



LIABILITIES 

Rs. 

1 

Capital 

4,999.918,881 

2. 

Reserves 

3,996.789.822 

3 

Profit & Loss Account 

200.000,000 

4. 

Notes, Bonds & Debentures 

8,860.855.223 

5 

Bills Payable 

- 

6. 

Deposits 

1,404.257,956 

7 

Borrowings 

13,346,421.658 

B. 

Current Liabilities & Provisions 

3.894.835.291 

9 

Other Liabilities 

2.990,585,116 

10. 

Reserve tor possible loan losses 

- 


Total 

39,693,663,947 

NOTE : Other Liabilities include Rs 1.542.412.315/- being Reserve lor 
Exchange Fluctuations in respect of foreign currency assets 

CONTINGENT LIABILITIES 

9,178.778,253 


ASSETS 

Rs. 

1 Cash & Bank Balances 

3,369.813.859 

2. Investments 

5,486.150.053 

3. Loans & Advances 

28.880,306.176 

4. Bills Purchased. Discounted. 
Rediscounted 

_ 

5. Fixed Assets 

109.539,937 

6 Other Assets 

1.847,853,922 

7 Profit 6 Loss Account 

- 

Total 

39,693,663,947 

NOTE : Foreign Currency bank balances equivalent to Rs 20,432,640,036/- 
(Previous year Rs 18.412.651,719/-) held on agency account including a sum 
of Rs 15,990,336.194/- assigned to GOI and the corresponds^ amounts 
payable, subject to fulfilment ol certain conditions, are not included in 
the above Balance Sheet 


PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31 ST MARCH, 1996 


1 

EXPENDrrURE 

Interest 

Rs. 

2.132.291,497 

2 

Credit Insurance 



(Including Guarantee Fee) 

24.436.905 

3 

Staff Salanes, Allowances etc 



and Terminal Benefits 

42,337,286 

4 

Directors' and Committee 



Members' Fees and Expenses 

117,016 

5. 

Audit Fees 

75,000 

6. 

Rent, Taxes. Electncity 



and Insurance Premia 

28.238,307 

7. 

Postage, Telegrams and Telex 
Legal Expenses 

11.833.405 

8. 

3.390,814 

9. 

Other Expenses 

106.742,697 

10. Depreciation 

19.518,136 

11. 

Transferred to Resen/e for 



possible loan losses 

- 

12. 

Profit carried to Balance Sheet 

**1,100,493,238 


Total 

3,469,474,301 



INCOME 


(Less provision made during the year for bad and doubtful 
debts and other usual and necessary provisions) 



Rs. 

1 

Interest and Discount 

3,253,814.811 

2 

Exchange. Commission. 
Brokerage and Fees 

192,580.371 

3 

Other Income 

23,079,119 

4 

Loss earned to Balance Sheet 

- 


Total 

3,469.474.301 


of which Rs 900.493.238/- is transferred to Rosoivm and Rs 200.000.000/-« 
payable to Government aa dividend on Capital 

- HIGHLIGHTS 

• Export BMs 

• Exjxxt Bids made anxxnledkiFIs. 7200 acres. 

- S«^piyconaractsvnrwaljedaX Rs.270cnreE refedar rersaseof 76peR«l 

- MusbialtunilieyconliactssecuredgofwupbirSSpwcenl. 

- 7D(nanclsluvlsdby rnAWarainaMorE\«luedalFe&.4B2c>t]ns secured 

• amcDoni. na. moo crom. 

• DWwimints:Rt.21Xcnniupby37V 

• Major export sectors fnanced include textiles, engineering, chemicals and 
pharmacaifKab. 

• Nutter of dents serveed exceeds 1200. 

• Elanknoivprawde9loan.equ(yamlgiaanlaelaalliesioea|iort-<)rienledoaiiipanes. 

• Net pmO et Rs. 110 enm mwsad by 4QK owr tt» paawous yeer 

- M wort of te Bar* goes up to Rs 900awes hr) R5.7S2 acres 

- MdertdtoQoverninerlRs.20cmresaoamstRs.16cmres lest year. 

> -. »--■ » ««»-»»- - 

• cjqnnnviiNwoninRwivvi 

- *Exiwiii » Cte^' temched it September 1995 to prwibe value added services to 
mentor-corporates towards jtobaksatun eflorts 

• Eximiiit(Mm1brl^imlfi|alBangalorecon(fcciedwortQhopsforexportirson 


* Abridged and ralatas to ma General Fund 

1995-96 - 

trade and iwestnem rotated topicsmassocatxm with EBRD, MIGA FIAS. 

- A prnaSe sector company to pmnde nlemalional procurement advisory services 
bemgestaMstied in association will Cll 

- New qualiy certihcaton programmes lor eforlers aimed at IS0 14000, 
OS MHO and CEfGS standards mhoduced. 

■ LocalaiMsoryservicesto Terrq)letonWoridiM(ielnc..USA,tom»wgeanolishore 
fundbemgsetuplorimestingwtclose>yheltl.expCKtonenled,prmtecompaw)iessn 
Inde 

- Co-operation arrangements wfli nurter of agencies it Italy. Germany and 
Netherlands tor partner rientlcabon and business 

> Three new books tu “Ma: Joining the World Economy”, “Achieving 
ExcaOence" and “Me: Feet Fonaranr tnughtouL 
e ConponinliolourtfnBgy 

• To deveiop commercaly viMe relationships wr demaiy orienM companies 

^ range of ivoducts and services avned A ntemafonafisalion 


To provde finanoal and aMsory services at al stages of a busross cycle from 
technology import, product dGvwpronl, export produebon. export rnartoling to pr<B 
and post“SNpmerK stagts andovorsaas nvosMts. 


Hwdquvlm: Centre One. Floor 2t. World Trade Centre. Cufte Parade. Mumbai 400 005. Phone 2185272; Telex. 011-85177 EXIM IN, Cable: EXIMINOIA; Fax. 2182572 
Offleei: New Delhi' Calcutta * Madras * Mumbai * Bangalore* Ahmedabad ’ Abidjan• Washngton DC * Singapore* Budapest* Rome 
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The Left Chooses 

The elections of 1996 were held under three large shadows: the new 
consensus among the Indian bourgeoisie to abandon an independent 
economic policy in favour of full integration with imperialist capital; the 
programmatic communaiism of the BJP-Shiv Sena combine; and the 
pragmatic communaiism of the Congress. The Left, led by the CPI(M), 
waged a relentless struggle to bring about a ‘non-BJP, non-Congress 
government’. The formation of the United Front, which the Congress has 
been forced to support unconditionally, is the first materialisation of that 
project. However, the CPI(M) turned down pressure for one of its own 
leaders to become prime minister on the plea that the party would form a 
government only when it has a strong enough mandate to implement its 
policies. This principled position has enhanced the stature of the CPI(M) 
as it appears willing to guide the secular forces but refuses the ultimate 
charm of electoral politics: the premiership. 1329 

Educational Transitions 

The pioneers of comparative education were concerned primarily with a 
relatively homogeneous cultural area and did not, therefore, require a very 
diverse and demanding range of historical and methodological approaches. 
However, to escape ethnocentrism, comparative education needs to take 
into account not only the different styles of colonialism but also the 
varying styles of indigenous culture, institutions of learning and schooling 
and social structure in their interaction with the domination of the 
coloniser. These factors together account for the varying trajectories 
of post-colonial educational and socio-economic development. 1344 

Marshall Plan for Eastern Europe? 

Could Russia’s and Bast Europe’s transition to a market economy have 
been smoothened by the western governments offering massive foreign aid 
on the lines of the post-World War II Marshall Plan for western Europe? 
No. The Marshall Plan and the current Fund-Bank policy of stabilisation 
and adjustment for the so-called economies in transition are entirely 
different in spirit and content. _ 1307 

Gendered Body 

The figure of the Hindu widow looms 
large in the canonical texts of modem 
Indian literature. The widow is 
constantly in need of not only public 
protection but also regulation and 
governance. Widow stories are, 
therefore, invariably also subtly 
modulated historical engagements 
with questions of govemability 
and citizenship. _ 1311 

In a Flux 

Except for the dalits, no other social 
formation showed steadfastness in 
its preference for any particular 
political party in the UP Lok 
Sabha elections. _ 1360 

New Priorities 

The major challenges facing the 
world natural rubber economy since 
the 1980s and Us responses are very 
different from the earlier experience. 

So are die priorities and strategies 
relevant to a country such 
as India. 1355 


People’s Participation 

A significant feature of the forthcoming 
UN Habitat II conference in Istanbul 
is that, for the first time, community- 
based organisations, as distinct from 
NGOs, have been recognised as a specific 
category in an international meeting. 
Unfortunately, in putting the idea into 
practice, there has been a wide gap 
between rhetoric and reality. 1302 

Marxism and Homosexuality 

7b depict the gay movement as a 
movement for recognition of freedom 
of sex is a gross error. What the gays 
and lesbians are claiming is not limited 
rightsfb perform certain sexual acts. The 
issue at stake is of their sexual identities 
as a minority identity which is condemned 
and sought to be suppressed by the 
dominant heterosexual majority^ 1359 

Languages of Politics 

In contemporary Indian politics the 
strategy is apparently clear: speak the 
local vernacular to mesmerise the 
unsuspecting masses and speak English 
for those who really matter. 1299 
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So-Called Iodised Salt 

THIS refers to Manu Kulkarni's letter 
(April 13). In fact the discussion is about 
.iodate salt and not iodised salt as potassium 
iodate is being used for iodisation. Since 
scientific logic is being ignored, there is 
need of another salt satyagraha similar to the 
one Gandhiji had undertaken to save our 
age-old Indian salt industry and to stop the 
exploitation implicit in an unjust ban on sale 
of normal edible salt. The WHO report has 
lost its meaning and impact as the salt is 
proving ineffective and the number of people 
suffering from goitre has not only not come 
down, but an increase has been repotted 
even in official statements. 

On the one side people are suffering from 
deficiency of iodine; on the other, there is 
a large population that is now suffering from 
excess of iodine. INM AS, a pioneer institute 
of Delhi for goitre treatment, has noted such 
patients in increasing number. It is odd that 
one is required, under the existing orders, 
to obtain a certificate from an authorised 
medical officer to buy normal edible salt not 
only in Delhi but in all the metro towns. 
Another peculiar order issued by the 
government is that inspectors of the food 
and anti-adulteration department are 
forbidden to collect so-called iodised salt 
samples from the market for checking and 
assessing iodine content. One reason is that 
shopkeepers were reluctant to sell this salt 
without such protection and another is the 
government's anxiety to ensure somehow 
there should not be any complaint of shortage 
from the consumers. It is a well known 
scientific fact that in most of the salt packets 
potassium iodate is not uniformly mixed 
because two solids cannot be admixed 
without proper grinding. It is not feasible 
to grind or to add potassium iodate in solution 
form. 

It may be pointed out that developed 
countries arc not using potassium iodate for 
production of iodised salt as it is a poison. 
WHO and other UN organisations employed 
to promote this salt have not replied to our 
query as to why potassium iodate has been 
recommended for the less developed 
countries of Asia and Africa. The practical 
guide to the correction of iodine deficiency 
cited in Kulkarni’s letter is meaningless and 
appears somewhat similar to the practical 
guides foi success in examinations for young 
boys and girls. Wc know how many students 
fail even after reading such books. 

It is not true that potassium iodate produces 
iodine through the metabolic process of the 
human body. Iodate ions have beeridetected 
in blood and tissue samples. 

I must admit that it is more rewarding for 
a scientist like me if I can join the group 
promoting this unworthy and useless iodised 
salt. Fat financial grams are available from 
foreign agencies. Many old and retired 
scientists who were occupying influential 
positions in the 1CMR have been employed 


on the job of promoting this salt. Poverty 
and malnutrition are the real causes of not 
only iodine deficiency but also many other 
deficiencies. By spending foreign exchange 
on import of potassium iodate, public interest 
is not being served. We oppose this anti¬ 
national policy. 

S K Sharma 

Delhi 

Female-Supported 

Households 

THE article of Richard Franke and Barbara 
Chasin about the female-supported 
households (March 9) calls for certain 
reactions and disagreements which might be 
of public interest. 

Based on a sample survey, Franke and 
Chasin identified only 13 per cent of house¬ 
holds as female-supported in Kerala which 
cannot be made as a generalisation of the 
state*as a whole. Despite the widely- 
acknowledged data limitations and defi¬ 
nitional drawbacks, Indian censuses indicate 
the relatively higher and increasing trend of 
female-headed households (FHHs) in 
Kerala (16.46 per cent, 17.31 per cent and 
19.37 percent for the 1961,1971 and 1981 
censuses). The official figures could not 
bring out the entire number of FHHs but 
only that of the de jure categories. The de 
facto FHHs in which females shoulder the 
entire responsibility of managing their 
households due to the old age, alcoholism, 
unemployment, physical handicaps or illness, 
etc, of the male members should also be 
considered. We have conducted elaborate 
field surveys in the iural and urban areas of 
Kerala and found a higher incidence of FHHs, 
especially among the low income group. 
Besides the de jure and de facto reasons. 


females are compelled to assume headship 
of their households due to the illness amt 
irresponsibility of the adult males. Though 
some men are healthy and working, they do 
not contribute to family maintenance due to 
sheer negligence of household affairs. The 
large number of single-member FHHs also 
raises questions with respect to their survival 
mechanism. By and large the surveys indicate 
that more than 35 per cent households are 
supported by female earnings, though female 
earnings are lower than those of men. 

Adding up ail the deprived groups, Franke 
and Chasin estimate only 15 per cent of 
Kerala's population as left out from the 
benefits of the Kerala model of development. 
With the highest rate of female unemploy¬ 
ment in the country, lower than average per 
capita income and lower rate of absoiption 
of job-seekers into the employment stream 
and the relatively higher rate of FHHs, how 
is it possible that 85 per cent of the people 
in Kerala become beneficiaries of the so- 
called Kerala model of development? 

Contradictory statements are also seen in 
the article. It is stated that the single females 
- widowed, divorced, etc - receive assistance 
from male relatives nearby. But quoting the 
case of a deserted woman, Sujatha, who had 
been shunned by her immediate relatives 
(p 628), the inconsistency is revealed. 

It is surprising that Franke and Chasin 
suggest time allocation studies to compare 
male- and female-headed households as areas 
of further research. But time allocation 
studies had already been done in our study 
of female-headed households in the context 
of Kerala which was presented at the First 
International Congress on Kerala Studies 
and published in vol 3 of the seminar abstracts 
(p 152). 

Shhela Varghese 

Kothamangalam, 

Kerala. 
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‘Reform’ and ‘Relief’ 

O VER the past two months, three different sets of prime 
ministers and finance ministers have told the nation of 
the necessity of pressing on with economic 'reforms’. These 
prime ministers and finance ministers have represented very 
divergent ideological and political groups, and certainly at 
least the current prime minister’s party campaigned on the 
basis of a manifesto that openly called for a major change in 
the direction of economic policy from that of the past five 
years. Yet once in office, evidently the immediate need to 
placate big business and finance, including foreign capital, 
has dictated these public statements of support for continuing 
the process of so-called 'economic reform’ initiated by the 
Congress government in 1991. 

Xhere are both terminological and ideological confusions 
here, however. Obviously, 'reform’, in the sense of a policy 
change for the better, is by definition something positive. But 
in that sense, very little of what the past regime did constituted 
genuine reform. Certainly, as far as the major imbalances in 
the economy are concerned, there was hardly any rectification 
and in certain cases there was distinct deterioration. 
Government finances are in a parlous state, with a burgeoning 
revenue deficit and an internal debt trap looming large. The 
balance of payments has become excessively dependent upon 
short-term portfolio capita] inflows to maintain stability in the 
face of a growing current account deficit. Most of the 
'liberalisation’ policies weredirectedtowardseasingregulatory 
and other conditions for large domestic and foreign capital, 
and small-scale operators as well as co-operatives experienced 
very little amelioration of the bureaucratic tangles which 
confront them on a regular basis. Sectoral imbalances have 
also become particularly severe, and the substantial worsening 
of the infrastructure position across the country is making 
itself felt in every aspect of daily life and production. 

Why, then, have these leaders emphasised the need to 
continue with the past set of policies ? The ostensible reason 
is the perception that there are few choices in the current world 
situation. A gradual convergence in international economic 
practices, explicitly enforced by new multilateral agreements 
on trade and investment and implicitly pushed by the already 
present international investor and the need for additional 
international capital flows, precludes deviation from ‘reform 
as currently understood by the IMF. All a government can do, 
the argument goes, is to seek alternative ways of using the 
resources it commands. Progressive governments would spend 
more on relief,in the form of, say, food subsidies oremployment 
guarantee schemes, while less progressive ones will possibly 
be relatively insensitive to these needs. 
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There are obvious errors in this perception. To start with, 
any government planning to launch on ‘pro-people’ relief 
programmes has to immediately contend with the question of 
where the resources are to come from and how they are to be 
allocated. That is, questions of resource mobilisation and 
allocation cannot be ignored by h strategy seriously aiming to 
offer a minimum of food at reasonable prices to, say, the 
bottom half of the population and to provide each village or 
cluster of villages a school, a primary health centre and basic 
water and sanitation facilities. 

Secondly, the ‘reform’ as currently understood is actually 
a strategy of growth with specific distributional conse¬ 
quences. The presumption that such ‘reform’ can be separated 
from notions of 'relief assumes that whatever the distri¬ 
butional consequences internal to a strategy of growth a 
government adopts, it can intervene to ensure a distribution 
it considers more appropriate. That is, according to this 
argument, economic logic prevents deviation from a strategy 
of growth, but it does not prevent deviation from its 
consequences. The contradictory nature of such reasoning 
should be obvious. 

Finally, there is implicit in the argument the view that 
there is homogeneity in the policies pursued by countries 
which are successfully engaging international markets 
and winning the favour of international investors. Examples 
to the contrary are now legion. Take Indonesia with its 
corrupt, nepotistic government that bends rules in favour of 
the members of the ruling family. Take China with its quaint 
combination of open-door policies and rigid state control, the 
incidence of each of which falls differentially on regions 
and sectors. Or take the case of countries in Latin America 
and Africa which are liberal to the extreme but are still 
unable to catch the eye of the international investor. The 
message conveyed by these divergent experiences is not that 
‘reform’, conventionally understood, is inevitable for growth, 
but that globalisation does not involve giving up on national 
strategies, but actually requires working out appropriate 
strategies depending on the requirements and potentials of 
individual countries. In fact, nowhere has the state withdrawn: 
it merely has made its choices as to how to govern the 
economy. When making such a choice with ‘progressive’ 
intent, it must choose between biasing its 'sovereign guarantees’ 
in favour of big domestic and foreign capital and biasing them 
in favour of the majority of its own population. Governments 
which claim to be combining ‘reform’ and 'relief are in fact 
accepting the first of these choices while advancing in public 
a case for the second. 
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KARNATAKA ' 

Balancing Act 

WHILE the taking over of J H Patel as chief 
minister appears to be a matter-of-course 
affair, the process was of import for political 
developments outside the state. The 
smoothness with which the changeover took 
place belies the various factors at work in 
Karnataka. On the one hand, J H Patel was 
after all the deputy chief minister and his 
ascendance as chief minister was a normal 
step, a 'natural 1 course as Patel himself 
described it. On the other hand, there were 
six contenders: the rural development and 
panchayati raj minister M PPrakash, finance 
minister K Siddaramiah, home minister PG 
R Sindhia, revenue minister R L Jalappa and 
possibly even S R Bommai. It was probably 
with the intention of avoiding a lingayat vs 
vokkaligacontest that Deve Gowda proposed 
Bommai, a lingayat, as a candidate, although 
it was Gowda who in 1989 had made it 
possible for the then governor to dismiss the 
Bommai government. The main complicating 
factor was of course Ramakrishna Hegde’s 
peevish response to Deve Gowda’s election 
as leader of the United Front. Hegde’s 
penchant for what most commentators see as 
putting a spoke in the wheel led to dissonance 
in the Janata Dal in Karnataka. After all JD f s 
success in Karnataka in the recent elections 
had owed much to the building of bridges 
between Gowda and Hegde and the conse¬ 
quent consolidation of lingayat and vokkaliga 
votes in its favour. Resolution of the Hegde- 
Gowda rivalry is also necessary for the 
smooth functioning of the United Front, 
which could do without further buffeting 
from the undercurrents in the Karnataka JD. 

However, that Patel, a lingayat, is a Hegde 
nominee is as significant as the fact that 
Gowda and his supporters acquiesced in his 
selection. Gowda’s tenure as chief minister 
has been marked by low-key moves, largely 
avoiding public confrontations on issues 
within the party and without. In accepting 
the Hegde nominee, a proven administrative 
hand, to take charge of state affairs, Gowda * 
has given in gracefully and ensured that the 
caste combination continues to work in favour 
of the JD. This also is a sort of bulwark 
against further shenanigans by Hegde. There 
is apparently some move to offer Hegde an 
ambassadorial assignment, but while that is 
still in the realm of speculation, with his 
nominee in the saddle in Karnataka, he is less 
liable to rock the boat. The ideal arrangement 
lor Gowda of course would have been to 
induct Patel as a central minister and have 
Siddaramaiah, a vokkaliga, as the chief 
minister at home. This was not to be. 
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an easy time in the saddle. There is every 
indication that despite the ‘regional* flavour 
of the central government, inter-state issues, 
particularly with regard to scarce water 
resources, will not remain buried for long. 
Also, while Hegde’s support was crucial in 
getting him into the seat of power, it may 
well act to destabilise his government in 
future if Patel does not make adequate 
accommodation for vokkaliga and backward 
caste interests. With the BJP making 
concerted efforts to woo the south, and the 
JD having to walk warily vis-a-vis the 
Congress in the state, Patel's job is certainly 
not going to be a sinecure. 

PHARMACEUTICALS 

Better Late than Never 

BELATEDLY, very belatedly in fact, a 
committee has been set up to study the60,000 
odd formulations in the drug market with 
a view to weeding out unwanted and 
presumably dangerous and inefficacious 
drugs. The move by the Maharashtra Food 
and Drugs Administration is a commendable 
and bold step which has been long demanded 
by drugs consumer groups.The committee is 
headed by S M Sapatnekar, hospital 
superintendent of an ESI hospital in Mumbai, 
and has as members experts from two of the 
three municipal teaching hospitals in the 
city, one from a private donation medical 
college and a retired joint commissioner of 
FDA. Its first task is to set guidelines for 
assessing future drug manufacture appli¬ 
cations and to produce an interim report by 
June 10 and a final report in three months. 
The committee has by no means an easy task 
to accomplish. For even among those who 
may broadly agree on what is dangerous, 
there are conflicting opinions about what is 
wanted, even if it may be potentially risky, 
about certain drugs which are needed for 
only special conditions, howsoever rare and 
so on. And the task is not made any easier by 
the poor data on morbidity patterns in the 
country. However, such exercises have been 
undertaken successfully first in Bangladesh 
and then hy an experts’ meeting in New 
Delhi some years ago which produced a 
comprehensive and useful list of essential 
drugs and formulations. Moreover, the Drug 
Control Authority’s various expert groups, 
the Drug Consultative Committee, the Drug 
Technical Advisory Body, etc, have from 
time to time issued notifications, largely 
ignored, for weeding out unnecessary drugs. 
More recently, in response to a case in the 
Supreme Court regarding the availability of 
banned drugs, a committee has been 


constituted vrith experts Abut outride Ih* 
government to review banned drags. The 
Maharashtra committee has therefore much 
reliable information and data to draw upon, 
But the process of formulating a list of 
essential drugs is not just a matter of medical 
opinion. The drug industry, especially in the 
western region, is among the most influential 
lobbies and has sabotaged earlier efforts 
to rationalise the drug market. The 
recommendations of the Hathi committee on 
the drug industry adorn departmental shelves 
and the Lentin Commission report is very 
likely in tatters. This is probably why the 
FDA commissioner is reported to have kept 
the news of the setting up of the committee 
under wraps. On the other hand, the lack of 
transparency will only aid the industry’s 
‘operation pressure tactics'. The betteroption 
is to strengthen the committee by seeking the 
support of the health and consumer 
movements. People’s participation in such a 
process will not only stall the industry’s 
inevitable efforts to detail it but will also 
serve to help the implementation of the 
recommendations made by the committee. 
However, it is imperative that the com¬ 
mittee' s recommendations be open to debate. 
While this may, of course, make the 
recommendations vulnerable to opposition 
from industry-sponsored medical experts, it 
wi 11 al so serve to expose the industry ’ s tactics 
to the public. In any case public policy 
derives its greatest strength from public 
support: this is especially so in the area of 
people’s welfare. The consumer and health 
movements for their part must not only 
provide the committee with information but 
ensure that its functioning is not obstructed. 

ASSAM 

Testing Times 

HARDLY had Pralulla Kumar Mahanta 
and his cabinet taken the oath of office, a 
series of violent incidents rocked Assam, 
threatening once again to rip apart its social 
fabric. The conflict between United 
Liberation Front of Assam (ULFA) and the 
surrendered ULFA (SULFA) has been 
hotting up since the election process began. 
The ULFA gunned down two SULFA 
members, Binu Chetia and Nagen Neog, 
contesting from Margherita and Golaghat, 
respectively on Congress tickets. Within 24 
hours of the formation of the Mahanta 
government, the ULFA ambushed and killed 
Ravi Kant Singh, the superintendent of 
police for Tinsukiadistrict, inTinsukia town. 
The following day, Parag Das, executive 
editor of Assamese daily, Asomiya Praiidin , 
was shot dead in Guwahati, allegedly by the 
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SULFA. Dai, * aomtifjHpsm} of the 
North-East Co-ordination Committee on 
Human Rights(NECOHR), had been twice 
jailed under the Saikia regime for his alleged 
links with ULFA. 

More gruesome have been the ethnic 
clashes between the Bodo tribals and the 
adivasi Santhal settlers in the Lower Assam 
region. Dead bodies of three "Bodo* girls 
were found in the Satyapur area on May 10. 
Clashes which erupted as a result in the 
Gossnigaon sub-division of Kokrajhardi strict 
on May 15 spread to adjacent Bongaigaon 
district, engulfing hundreds of villages, and 
leaving behind 78 dead and 2,00,000 
homeless. Whether the girls belonged to the 
Bodo community, and were murdered by the 
Santhals still remains a point of debate. But 
tragically, it proved to be a sufficient pretext 
lor rekindling the rivalry between the Bodos 
and the Santhals which had manifested itself 
during the elections. Gossaigaon, from where 
the trouble started, witnessed the electoral 
battle between Rajendra Mushahary, an AGP 
candidate a Bodo, and Mathius Tudu, the 
Congress candidate and a Santhal. Despite 
the bullying tactics employed by the Peoples 
Democratic Front(PDF) and Bodo Security 
Fofrce, the Santhals voted for the Congress. 
And now with the Congress defeated and the 
PDF winning live assembly seats in the 
Bodo dominated regions of Lower Assam, 
the attacks >n the Santhals were also aimed 
at paving way for the creation of a separate 
state for the Bodos. 

It is a testing ti me for the AGP government 
in Assam. With the iron fist of Saikia no 
more in place, peace in Assam depends on 
the extent to which the newly installed 
government succeeds in bringing the 
separatist ULFA and the Bodos to the 
negotiating tabic. 

MEDICAL PROFESSION 

Loss of Credibility 

DOCTORS are bound by their professional 
code of ethics to render aid to anyone who 
comes to them for treatment without prejudice 
or favour and yet, time and again, there are 
reported instances (there must be many others 
unreported) of doctors in public hospitals 
denying treatment to patients on the basis of 
caste or religion. Recently, a doctor in a 
public hospital in Mumbai refused treatment 
to a patient because he was a sweeper by 
caste. During the communal riots in Gujarat 
and in Mumbai there were many instances of 
doctors selectively choosing to treat patients 
of one community rather than another. 
Interestingly, however, the only action, if at 
all there has been any, has come from the 


wrtfctority, wftteh fa* suspended 
the doctor pending enquiry (and often 
subsequently reinstated him/her). Neither 
the Medical Council of India nor its state 
bodies nor the medical associations have 
found it necessary to condemn such instances 
of bias as unprofessional (leave alone 
inhumane). Such practices ought imme¬ 
diately to have activated the MCI to consider 
cancelling the registra’ion of the concerned 
doctor. And yet, of course, this is only one in 
the many instances where the Council has 
failed to act. 

The issue of bias in treatment on the basis 
of caste, creed and colour is not particular to 
India. There has been much debate on the 
subject especially in the context of apartheid 
and in the US in the context of ethnic bias. 
This has led to the registering authorities 
in many countries adopting a sharper 
perspective on medical negligence on the 
basisof religion or colour What is significant 
is that the Hippocratic oath and the code of 
conduct arc functional principles adherence 
to which by the medical profession is closely 
monitored by the professional bodies. In 
most countries of the third world, especially 
in Asia, professional bodies have by and 
large become dysfunctional with the state 
taking on many of their functions. While this 
did not make much difference when most 
health care, including medical education, 
was state-administered, with the expansion 
ol the private sector the weakness of the 
protessional registering bodies and the 
unfinished process of the professionalisation 
of the medical practitioner in these countries 
have become evident. In most ex-colonial 
countries professional bodies, such as the 
medical councils, arc rooted in a past when 
they were not meant to enhance or ensure the 
professionalisation of doctors. They were 
meant more to provide a 'paper* recognition, 
in Europe, for doctors trained in colonial 
countries. This provided colonial govern¬ 
ments with a cheap, ‘appropriate’ and 
politically palatable option of providing for 
the health care of the colonies, while at the 
same time channelling the newly-emerging 
awareness of the indigenous elite to access 
modern education for a progressive 
transformation of the country. Functioning 
for this limited purpose, the medical councils 
or other registration bodies did not evolve 
out of a need for the profession to monitor 
practice, enhance its status and grow. They 
ended up being bodies to ensure fiefdoms 
for medical practitioners, which inevitably 
were based on caste, class and community 
credentials, because medical professionals 
largely belonged to the privileged sections. 
Similar is the state of the medical association. 
Although it played a significant role during 
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TWENTY YEARS AGO 

EPW, May 29, 1976 

THE CPI leader, Bhupesh Gupta, has in 
a signed piece in New Age of May 16 
appeared in the role of the prime 
minister’s counsel and told the CPRM) 
leaders that before '‘frankly recanting 
the past follies, it is idle for the CPM 
leaders to ask the prime minister to give 
her views on how the opposition should 
behave”. He also advises the CPI(M) on 
what, he thinks, ‘'would for one thing 
perhaps better impress the prime 
minister”. 

Gupta’s demand that the CPRM) 
should appear in sack-cloth and ashes 
before its rights as a parliamentary 
opposition party are accorded to it may 
have a certain logic in the prevailing 
circumstances. Also, the demand may 
have been prompted partly at least by 
the present abject posture of the CPI (M) 
leadership itself. But if the gravamen of 
Bhupesh Gupta's accusation is that 
“allying with the Right parties is not 
only impermissible but often proves to 
be counter-productive apart from 
helping right reaction in its demagogy 
and disruption”, then his own party 
should first sot an example of self¬ 
purification. Long before the CPRM) it * 
was the CPI which has hobnobbed with 
parties of the extreme Right in Bihar, 
Uttar Pradesh and Punjab when it had 
joined coalition governments along with 
Jan Sangh, Akaiis and so on. 

+ * * 

On the face of it, the concept of non- 
alignment seems quite irrelevant in 
the context of the 70s. With the 
establishment of a working relationship 
between the United States and the Soviet 
Union, with some kind of an agreement 
already hammered out on the limitation 
of strategic arms, and further agreements 
in the process of being negotiated, with 
the inauguration of an era of detente in 
Europe and the North American 
continent guaranteed by the Soviet 
Union and the United States, and their 
less powerful partners in alliance - in 
the face of all these developments, the 
feeble protests of a large number of by 
and large very poor countries that they 
continue to be 'non-aligned’ are 
immaterial. There might have been a 
time when to be non-aligned was almost 
heroic. But now, with even such 
bargaining power as they might once 
have had lost by the non-aligned 
countries, the movement has been 
reduced to a pressure group, an active 
but by no means effective lobbying 
force in the corridors of the United 
Nations. Even its moralising has ceased 
to annoy the big powers. 
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The government's resort to ad hoes has been touching new highs inevery succeeding week of 1996-97, reaching Rs 16,360crore on May 10. The inteibank 
money mftffcet was calm and easy in May with call rates moving in the 10.75-11.25 per cent range. With the liquidity situation easing somewhat, the 
13.85 per cent 10-year state governments* loan for Rs 1,500 crore was oversubscribed by almost 60 per cent. The yield on 91 -day TBs declined further 
to 12.37 per cent, though it went up to 12 41 per cent in the last auction of May, while that on 364-day TBs also fell further to 12.94 per cent. The RBI 
reference rate for the dollar edged up to Rs 35.10-35.50 per US dollar. The ‘havala’ rate (Dubai) also went up to about Rs 38.65 per dollar. 

Macroeconomic Indicators 


Index Numbers of Wholesale 

Prices (1981-82 * 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April I-May 11, 1996) 


Cost of Living Indices 


Industrial Workers (1982=100) 

Urban Non-Man Emp (1984-85=100) 
Agri Lab (July 60 to June 61=100) @ 


Weights May II, 
1996 


_Vwiation (Pe r Cent): Point-to-Point _ 

Over 12 Months Fiscal Year So Par 1995 % 1994-95 1993-94 1992-93 
Latest Previous 1996-97 1995-94 
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13.1 
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57.0 
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0.9 
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10.1 
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3.9 

2.2 

1.0 
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8.1 

12.3 

6.8 
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7.0 

5.8 
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__ Variation (PerCent): Point-to-Point _ 

Over 12 Months Fiscal Year So Far 1994-95 1993-94 1992-93 1991-92 
Latest Previous 1995-96 1994-95 
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(o> Derived- based on linking factor between old and new series (1986-87=100) 


Money and Banking (Rs crore)* 


Apr 26, Fiscal Year So Far 

1996 Over Month 1996-97 1995-96 


Money Supply (M.) 612394 10420(1.7) 11896(2.0) 

Currency with Public 125477 7217(6.1) 7224(6.1) 

Deposits with Banks 481449 2639(0.6) 2640(0.6) 

Net Bank Credit to Govt 268682 14685 (5.8) 6014 (2.3) 

Bank Credit to Comml Sector 339962 1654(0.5) 1323(0.4) 

Net Foreign Exchange Assets 76451 -1090 (-1.4) 1041 (1.4) 

Reserve Money (May 03, 1996) 195736 1490 (0.8) 1401 (0.7) 

Net RBI Credit to Centre 133038 8522(6.8) 14269(12.0) 

Ad hoc Treasury Bills 44405 13070 14960 

Scheduled Commercial Banks (May 10, 1996) 

Deposits 434522 1897(0.4) 2177(0.5) 

Advances 253185 -130 (-0.1) 1085(0.4) 

Non-Food Advances 241833 -2072 (-0.8) -476 (-0.2) 

Investments 165893 -509 (-0.3) 1752 (I. I) 

* Based on March 31 figures after closure of government accounts, except for 
March 29. 1996. 


-2101 (-0.4) 
6024(6.0) 
-10749 (-2.5) 
9938 (4.5) 
457 (0.2) 
-836 (-1.1) 
10726 (6.3) 
12022(12.2) 
11945 


1995-96 


69696(13.1) 
17464(17.3) 
52176(12.2) 
40252(18.1) 
48984(16.9) 
-514 (-0.7) 
25056 (14.8) 
19855(20.1) 
1750 


1994-95 


78617(17 4) 
18806 (22.9) 
58956 06.0) 
16325 (7.9) 
44991 (18.4) 
23298 (44.3) 
30608(22.1) 
2130 (2.2) 


73307 09.3) 
14170 (20.9) 
579^08.7) 
28855(16.3) 
17161 (7.5) 
27674 (110.9) 
27892 (25.:) 
260 (0. <) 


-12198 (-3.2) 45486(11.8) 53630(16.1) 52144 0 8.6) 

-1929 (-0.9) 40540(19.2) 40638(23.8) 11566(7.3) 

-3951 (-2.0) 43024 (21.6) 37797 (23.4) 8875 (5.8) 

195(1.1) 14887(100) 14172(10.5) 28641(26.9) 

1995-96 (full year) and 1996-97 where the banking data relate to 


Index Numbers of Industrial Weights 
Production (1980-81=100) 


Fiscal Year So Far 
1995-96 199495 


_ Average for Full Fiscal Years _ 

1993-94 1992-93 1991-92 1990-91 


1989-90 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


Capital Market 


100.0 303.5 272.5(12.0) 243.4(9.2) 252.9(9.0) 231.1(5.6) 218.9(2.3) 213.9(0.6) 212.6(8.2) 196 4(8.6) 

11.5 285.0 249.6(7.4) 232.3(7.7) 247.8(7.1) 231.2(3 4) 223.7(0.6) 222.5(4.5) 221 2(6.3) 211.6(7.9) 

77.1 298.9 266.6(13.2) 235.5(9.6) 244.7(9.4) 222.3(5.5) 210.7(2.2) 206.2(-0.8) 207.8(8.9) 190.7(8.6) 

11.4 353.2 335.9(9.0) 308.3(8.4) 314.6(8.5) 290.0(7.4) 269.9(5.0) 257.0(8.5) 236.8(7.8)219.7(10 9) 


BSE Sensitive Index (1978-79=100) 3710(14.9) 

National Index (1983-84=100) 1687(9.1) 

BSE-200 (1989-90=100) 381(8.5) 

NSE (Nov 5. 1995=1000) 1085 

Skindia GD& Index (Apr15. 1994=100) 85(7.8) 


Foreign Trade March _ 


May 24, Month Year V 

1996 Ago Ago 


3710(14.9) 3765 3229(-12.8) 
1687(9.1) 1723 1547(-14.1) 
381(8.5) 392 35K-20.5) 

1085 1124 

») 85(7.8) 88 79(-19.8) 


Trough Peak Trough Peak 


1995-96 1994-95 


3367(3.3) 3261(-13.7) 
15491-3.5) 1606(^12.2) 


345 (-6.3) 
79(1.3) 


368(-l8.2) 


1995-96 


1994-95 


Cumulative for Fiscal Year So Far 
1993-94 1992-93 


3779(65.7) 

1830(79.2) 

450(92.3) 


1989-90 


Exports: Rs crore 12324 

US $ mn 3496 

Imports: Rs crore 13159 

US $ inn 3413 

Non-POL US $mn 2631 
Balance of Trade: Rs crore -835 
US $ mn 82 


12324 106465(29.3) 82338(18.4) 69547(30.4) 53688(21.9) 44042 (35.3) 32553 (17.6) 27681 (36.8) 

3496 31831 (21.4) 26223(18.3) 22173(20.4) 18537(3.8) 178661-1.5) 18143(9.1) 16626(19.0) 

13159 121647(37.1) 88705(21.8) 72806(15.7) 63375(32.4) 47851 (10.8) 43193(22.0) 35416(25.4) 

3413 36370(28.7) 28251 (21.7) 23212(6.8) 21882(12.7) 19411 (-19.4) 24073(13.2) 21272(9 1) 

2631 29214(29.6) 22538(28.4) 17456(10.6) 15782(12.3) 14047 (-22.2) 18045(3.1) 17504(67) 

-835 -15182 -6367 -3259 -%87 -3809 -10640 -7735 

82 -4539 -2028 -1039 -3345 -1545 -5930 -4646 


May 17. May 19. Mar 29, 
Foreign Exchange Reserves 19% 1995 19% 

(excluding gold) 


_ Variation Over 

Fiscal Year So Far 1995-96 1994-95 


Rs crore 

59093 

63801 

60051 

-238 

-4708 

-958 -2 

US S mn 

17102 

19984 

17128 

-148 

-2882 

-26 -1 
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COMPANIES 

NESTLE INDIA 

Rise in Exports 

NESTLE INDIA began with importing and 
trading in condensed milk and infant food 
and set up its manufacturing facility in Moga, 
Punjab in 1962. With its other manufacturing 
facilities being located at Cherambadi (TN), 
Nanjangud (Karnataka) and Samalkha 
(Haryana), Nestle India, one of the biggest food 
multinationals, has a significant presence in 
beverages, chocolates, ketchups, instant 
noodles and baby food cereals. The company 
has had its fair share of failures. In the 1980s 
it decided to manufacture breakfast cereals 
in collaboration with two local businessmen, 
a venture that never took off. Several of the 
company’s products have not succeeded, for 
example Nestea, an instant tea, Nesfit, a 
glucose powder, and sweet noodles. 

The company closed the year ended 
December 1995 with a sales turnover of 
Rs 951 crore, up by 35 per cent over Rs 703 
crore in the previous year. Other income 
increased by 10 per cent and total income 
by 31 per cent from Rs 730 crore to Rs 953 
crore. Interest costs moved up by 354 per 
cent from Rs 7 crore to Rs 31 crore. Provision 
for depreciation rose by 28 per cent while 
that for tax declined by 15 per cent and the 
company ended the year with a net profit 
of Rs 53 crore, a rise of 31 per cent from 
Rs 40 crore in the previous year. A dividend 
of 65 per cent has been recommended by 
the directors. 

Nestle’s turnover is based on four product 
areas. These are milk products including 
milk powders, sweetened milk and malted 
milk foods, soluble beverages consisting of 
instant coffee, soyabean based products, 
surplus fat and other food products. 
Contributors to the turnover in 1995 were 
milk products with 32 per cent, beverage 
powders with 33 per cent, soyabean based 
products with 1 per cent, surplus fat with 
3 per cent and other foods with 31 per cent. 

During the year the company launched its 
brand of chocolates which has reportedly 
been doing well. The capacity of the plant 
is to be expanded. Last year also saw the com¬ 
missioning of the instant noodles unit at 
Samalkha. Also, the unit at Bicholim in Goa 
was under cbnstruction to manufacture a 
range of culinary products. Capacity expan¬ 
sion for making superior quality instant tea 
has also been completed at the Choladi factory 
which is a 100 per cent export oriented unit. 

The company will be launching one of the 
world's largest selling chocolate energy 
drinks to be produced in the company’s unit 
in Karnataka. In this segment the company 


faces competition from Cadbury, Heinz and 
Smithkline Beecham. 

The company’s exports went up by 70 per 
cent over the previous year to Rs 198 crore, 
constituting over 20 per cent of its earnings. 
Exports of instant coffee and instant tea to 
Russia, Hungary, Taiwan, the US and Japan 
were the major contributors to the company' s 
export earnings. According to reports, there 
was a significant improvement in the export 
of culinary products as well. 

Nestle India has decided to focus on the 
chocolates and confectinary segment as part 
of a strategy to overtake its competitors. 
These are to be followed by culinary products 
and coffee. It has teamed up with its British 
counterpart to sell a range of instant curries 
and other Indian food in Britian. Not to be 
left behind in the ice cream sector, Nestle 
is reportedly holding talks with Vadilal, 
Arun and Joy for the manufacturing and 
marketing its range of ice cream. A foray 
into mineral water is also being planned. 

ALTOS INDIA 

Rapid Growth 

Altos India is engaged in the manufacture 
of computer components, viz, motherboards 
and systemboards. The company closed the 
year ended September 1995 with a sales 
turnover of Rs 452 crore, up by 131 per cent 
from Rs 220 crore recorded in the previous 
year. Total income moved up by 143 crore 
from Rs 235 crore to Rs 505 crore. Interest 
costs were down by 6 per cent. A 43 per 
cent increase in provision for depreciation 
was more than nullified by a decrease in the 
provision for taxation which was down by 
73 per cent. The company ended up with 
a net profit of Rs 31 crore, up by 226 per 
cent from Rs 11 crore recorded in the previous 
year. A dividend of 25 per cent has been 
recommended. 

Aimed at import substitution, the company 
is setting up a unit with an installed capacity 



of 1 lakh square metre per annum to 
manufacture printed circuit boards (PCB) in 
Calcutta. The project, estimated to cost Rs 
36 crore, is expected to start operations by 
the end of the next year and is likely to cut 
production costs by 15 to 20 per cent. The 
company is negotiating with Philips, 
Siemens, Dek and Dell for machinery. To 
part finance the project it is talking to IDBI 
and other financial institutions. The company 
came out with a public issue in September 
1995 to finance the project. 

The company plans to increase the number 
of surface mounted technology (SMT) lines 
to 8 at its 100 per cent EOU at Gurgaon, 
Haryana. At present the Gurgaon unit is 
operating with 4 SMT lines. The expansion 
will take the installed capacity of the plant 
to 12 lakh motherboards per annum from its 
present capacity to 2.2 lakh per annum. 

The company is planning to manufacture 
personal computers, mini computers and 
engineering work stations. It has reported an 
increase of 110 per cent in turnover for the 
six month period ended March 1996 with net 
profit for this period standing at Rs 23 crore. 

ENKAY TEXOFOOD 

Backward Integration 

Engaged in the expovt of fruits, texturised 
yarns and a range of bulk commodities and 
consumer products, Enkay Texofood has 
performed well for the year ended August 
1995. The company closed the financial year 
with a sales turnover of Rs 199 crore, up 
by 304 per cent from Rs 49 crore. Total 
income rose by 325 per cent to Rs 213 crore, 
up by 325 per cent from Rs 50 crore. Interest 
cost was Rs 9 crore. Provision for 
depreciation increased to Rs 4 crore in spite 
of which the company ended up with net 
profit of Rs 18 crore, up from Rs 5 crore. 
A dividend of 30 per cent has been declared. 

Promoters hold 65 per cent of the equity, 
with 5 per cent being held by foreign 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to our notice that a large number of subscriptions to the EPW from outside 
the country together with the subscription payments sent to supposed subscription agents 
in India have not been forwarded to us. 

We wish to point out to subscribers and subscription agencies outside India that all foreign 
subscriptions, together with the appropriate remittances, must be forwarded to us and not 
to unauthorised third parties in India. 

We take no responsibility whatsoever in respect of subscriptions not registered with us. 
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Financial Indicators 


Nestle India 


Altos India 


Dec 

1995 


Dec 

1994 


Sept 

1995 


Enkay 
__ Texofood 
Sept August August 
1994 1995 1994 


Income/appropriations 

1 Net sales 95103 

2 Value of production 94841 

3 Other Income 478 

4 Total income 95319 

5 Raw materials/Storcs and 

spares consumed 43141 

6 Other manufacturing expenses 16117 

7 Remuneration to employees 3986 

8 Other expenses 20138 

9 Operating profit 11937 

10 Interest 3146 

11 Gross profit 8681 

12 Depreciation 1655 

13 Profit before tax 7028 

14 Tax provision 1710 

15 Profit after tax 5316 

16 Dividends 964 

17 Retained profit 4352 

Liabilities/assets 

18 Paid-up capital 6428 

19 Reserves and surplus 16838 

20 Long-term loans 5500 

21 Short-term loans 19465 

22 Of which bank borrowings 19465 

23 Gross fixed assets 40434 

24 Accumulated depreciation 10666 

25 Inventories 21446 

26 Total assets/liabilities 67205 

Miscellaneous items 

27 Excise duty 4523 

28 Gross value added 18983 

29 Total foreign exchange income 19135 

30 Total foreign exchange outgo 6122 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 141.5 

32 Sales to total net assets (%) 198.0 

33 Gross value added to 

gross fixed assets (%) 46.9 

34 Return on investment 

(gross profit to total assets) (%) 12.9 

35 Gross profit to soles 

(gross margin) (%) 9.1 

36 Operating profit to sales (%) 12.6 

37 Profit before tax to sales (%) 7.4 

38 Tax provision to 

profit before tax (%) 24.3 

39 Profit after tax to net worth 

(return on equity) (%) 23.0 

40 Dividend (%) 85.00 

41 Earning per shore (Rs) 8.27 

42 Book value per share (Rs) 35.9 

43 P/E ratio (based on latest and 

corresponding last year's price) 43.8 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 23.8 

45 Short- term bank borrowings 

to inventories (%) 90.8 

46 Sundry creditors to 

sundry debtors (%) 160.0 

47 Total remuneration to employees 

to gross value added (%) 21.0 

48 Total remuneration to employees 

to value of production (%) 4.2 

49 Gross fixed assets formation (%) 26.8 

50 Growth in inventories (%)_43.54 


70294 

45162 

22023 

19916 

4925 

72531 

50335 

23437 

21219 

4933 

436 

154 

96 

37 

71 

72987 

50489 

23533 

21258 

5004 

30064 

20556 

6398 

15024 

2951 

13123 

22493 

12237 

935 

77 

2569 

660 

380 

160 

6 

19166 

1082 

808 

1922 

1425 

8045 

5698 

3710 

3215 

545 

693 

2096 

2199 

969 

4 

7346 

3595 

1516 

2255 

541 

1294 

474 

352 

444 

34 

6052 

3121 

1164 

1811 

507 

2005 

25 

60 

0 

0 

4047 

3096 

1104 

1811 

507 

0 

449 

201 

320 

80 

4047 

2647 

903 

1491 

427 

6428 

1294 

859 

1039 

398 

16658 

9434 

5401 

6203 

764 

3221 

6085 

3238 

3293 

3 

5838 

7007 

2871 

2037 

0 

5838 

5766 

1192 

1762 

0 

31890 

5217 

2759 

7857 

402. 

9218 

1182 

708 

1091 

158 

14941 

11450 

4562 

3412 

96 

45471 

3531 1 

18451 

13962 

1366 

878 

1483 

0 

203 

2 

12556 

6467 

4146 

3379 

549 

10722 

14185 

5921 

3848 

0 

4397 

19257 

5345 

1069 

0 


154.6 

127.9 

119.4 

142.6 

360.5 

218.7 

189.6 

178.0 

158.4 

422.7 

39.4 

124.0 

150.3 

43.0 

136.6 

162 

10.2 

8.2 

16.2 

39.6 

10.5 

8.0 

6.9 

11.3 

11.0 

11.4 

12.6 

16.8 

16.1 

III 

8.6 

6.9 

5.3 

9.1 

10.3 

33.1 

0.8 

5.2 

0.0 

0.0 

17.5 

28.9 

17.6 

25.0 

43.6 

50.00 

35.00 

35.00 

30.00 

10.00 

6.30 

23.93 

12.85 

17.43 

12.74 

35.9 

82.9 

72.9 

69.7 

29.2 

67.5 

2.6 

6.8 

2.0 

2.1 

14.0 

56.7 

51.7 

45.5 

0.3 

39.1 

50.4 

26.1 

51.6 

0.0 

457.9 

24.7 

21 8 

36.8 

8.8 

20.5 

10.2 

9.2 

4.7 

1.1 

3.5 

1.3 

1.6 

0.8 

0.1 

- 

89.1 

- 

1854.5 

- 

- 

150.99 

- 

3454.17 

- 


being held by the publfc. Theamilgatoation 
of Enkay Texofood with Enkay Synthetics 
effective July 1994 has resulted in increase 
in equity shares by Rs 7 crore and an increase 
in reserves by Rs 17 crore. The benefits of 
merger in the form of greater synergy of 
operations, wider range of products mix and 
saving in costs, duties and levies would be 
available to the company. 

The Enkay group set up in 1989 a fruit 
processing plant to produce fruit pulps, 
purees, juice concentrates and aromas. The 
plant was commissioned with technology 
from Henschel Export GmbH of Germany, 
a Thyssen group company, with the process 
equipment being sourced from W Schmidt 
Brettcn GmbH of Germany. Enkay’s fruit 
processing division produced 15,519 tonnes 
in 1994-95 compared to 7,173 tonnes in the 
previous year. 

Enkay has two modern processing units 
each capable of handling 80 tonnes of fruit 
per day, with one of the lines devoted solely 
to bananas. Enkay was the first to produce 
natural banana puree in Asia. The company 
is presently adding ripening chambers and 
other assets to the fruit processing division 
at a cost of Rs 11 crore. It has plans to 
increase its production of fruit purees and 
concentrates from 30,000 tonnes to 300,000 
tonnes, and the company is to invest Rs 100 
crore in the industry in the next two years. 

The company’s textile division performed 
very well and production of texturised, 
twisted and dyed yarn increased from 5,765 
tonnes to 9,207 tonnes in 1994-95. The 
company is now planning to expand the 
texturised capacity from 8.000 tonnes to 
16,000 tonnes. It is also planning backward 
integration for the manufacture of partially 
oriented yam (POY) with a capacity ot 8.000 
tonnes per annum. The capital outlay is 
estimated at Rs 170 crore. 

Enkay Texofood has been granted the 
export house status by the ministry of 
commerce. Its exports zoomed by 165 per 
cent to Rs 42 crore in the last three years 
comprising over 20 per cent of the turnover 
of Rs 201 crore. Enkay at present exports 
a range of fruit juices and concentrates 
comprising banana, mango, pineapple, guava 
and papaya. Commencing exports modestly 
with natural banana puree to Germany, 
Netherlands, UK, France; USA, Japan, CIS 
and West Asia, the company has marketing 
offices in the Netherlands and Russia and 
has plans for similar offices in North America 
and in Japan and UAE. The outlook on the 
export front is encouraging with the company 
setting up a subsidiary in the Netherlands 
to strengthen the overseas network for 
increasing exports of fruit products and 
merchant exports to Europe and other hard 
currency areas. 
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OFLIFE. LETTERS AND POUT1CS 


T 


Language and Politics 

GPD 


The strategy is clear: Speak the local vernacular to mesmerise the 
unsuspecting masses and speak English for those who really matter and 
make concessions to the multinationals . 


MANY years ago Bhalji Pendharkar had 
planned a movie on Chhatrapati Shivaji 
(we do not mean the railway station in 
Mumbai but the historical figure of the 17th 
century) in three languages, i e, in Marathi, 
Hindi and English. We do not know if the 
project was at all completed, especially if 
the English version was. Probably not. We 
have been wondering how extraordinary it 
would sound if Shivaji actually spoke in 
English, in good Maharashtrian accents that 
is Our readers know that there is no such 
thing as Indian English. There are at least 
14 different languages carrying that name 
and in most cases our understanding of a 
Icllow-lndian’s English is largely inferential. 
It t: an not be otherwise. In this situation, a 
version of that language in the Marathi of 
the 17th century would be near incompre¬ 
hensible. But that movie in English, if 
it was made at all, escaped us not because 
we only see European classics being 
introduced to us by famous directors on 
Channel 3 of the DD where things are 
supposed to be different, but because either 
it was not made or was withdrawn from the 
movie theatres before we woke up to its 
existence. 

But now the damage to our experiential 
world could be partially made up. There is 
a spectacle or a circus of a play called ‘Zanata 
Raja’ (The Discriminating King) being done 
in the land of the Marathas for several years 
now. It goes without saying that the 
discriminating king is Shivaji (since to the 
best of our knowledge the play is not about 
Bal Thackeray himself). It seems that those 
who do not know Marathi can now listen 
to the great dialogue in English. In short, 
we shall hear Shi vaji speaking English. There 
would be a Hindustani version as well. Well, 
Shivaji speaks English and that should be 
some news for the Maharashtrians who do 
not speak cither Marathi or English, correctly 
that is. It could have meant some votes for 
the BJP-SS combine in the Lok Sabha 
elections. The Zanata Raja’ should do that 
much for those who will make him speak 
in a language which he did not know. He 
knew only Marathi. A modem urban 
Maharashtrian has probably not heard of 
that language anyway. Long Live Zanata 
Raja, Long Live English! 


We can immediately see the new forms 
that the relation between language and 
politics is going to take. No, we do not mean 
to write a philosophical tome on the subject. 
For one thing, we cannot For another, in 
our daysand times both languageand politics 
have become murkier. One does not hear 
them right. One does not read them right. 
What we are talking about is an amusing 
aspect of two of these problems in the 
encircling gloom. 

The Rajas* arc fast becoming language¬ 
conscious. Thackeray has said that he wants 
MPs from Maharashtra to be good speakers 
of either English or Hindi. The idea is that 
in the national parliament of India these 
people will win their point if they spoke 
English right. Then they need not know a 
word of economics or even politics. It does 
not matter to them what the internationals 
are doing to India. Nor should it matter. 
Laloo Yadav, allegedly the great democratic 
force in India, believes the same. He wants 
to take Pataliputra to Delhi, much as 
Thackeray wants to take the ’Bhagava’ (the 
Saffron, dusty variety of it really) to Delhi. 
Both of them aresolicitousofthe NRls. Both 
of them behave as if they are the Zanata 


Rajas of modern day Maharashtra or 
Pataliputra. In order to sell his line 
domestically, Thackeray speaks good 
Marathi. We take it that the same must be 
true of Laloo Yadav*s Hindi or Bhojpuri or 
Maithily or all the three. So the strategy is 
clear. Speak the local vernaculars for the 
unsuspecting masses. Speak 'good* English 
for those who really matter. The well-to-do 
people of Mumbai are Non-Non-Residents 
of India (NNRIs). They occasionally need 
some ethnic and cultural entertainments. 
Thackeray is providing them a lot of it. 
Zanata Raja speaking in English is one of 
them. They can see it and laugh at it later. 
Thackeray does not mind that, because his 
rhetoric on the history of the Marathas is 
an empty one anyway. In fact the more the 
NNRIs of Mumbai laugh at the Maharashtrian 
ethnicity, the better it is for him. Because 
it portrays him as the only saviour. The rest 
of ‘them’ speak English or some other 
language and treat Marathi as a second class 
language. Thackeray appears to be proud 
of Marathi. So much so that his nominee in 
the south Ahmednagar constituency is a 
Parsi whose family has settled there for 200 
years. But he has started trying his hand/ 
tongue at Marathi now. So much for the 
Zanata Raja. There was no possibility of that 
SS candidate winning. But if he had, he 
would have been an ideal example of the 
cultural compradore. Speak English well 
and make concessions to the multinational’s 
and manage a few words in the native tongue 
of those whom you wish to mesmerise. That’s 
probably the meaning of Zanata Raja 
speaking in English. 
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COMMENTARY 


UTTAR PRADESH 

Politics in Flux 

Amarcsh Misra 


Except for the dalits , no other social base showed steadfastness in its 
preference for a particular political party in the UP Lok Sabha 
elections . 


EVEN as the national political situation keeps 
flitting between the uncertain and the 
dubiously certain, the Lok Sabha results in 
Uttar Praadesh (UP) continue to aexcite a 
bemused level of speculation and analysis 
days after being known. While the BJP’s 
tally of 52 seats denotes a saffron victory, 
it also marks a come-down from an expected 
highof60-65 seats. Mulayam Singh Yadav’s 
feat of winning 16 seats, far below the 
projected figure of 25-30 seats, is also not 
satisfactory by his own standards. The 
situation has been complicated further by 
the peculiar performance of the BSP, which 
despite winning just 6 seats and losing the 
parestigious Phoolpur seat from where 
Kanshiram stood, polled a record 20 per cent 
of the votes, almost equal to the Samajwadi 
Party-Janata Dal (SP-JP) combine. It is 
becoming more and moredifficult to pinpoint 
the actual winner of the elections - it seems 
that every party has lost somewhere while 
gaining at other places. Mulayam Singh was 
able to check the BJP in its strongholds of 
Rohilkhand. But he lost out in his areas of 
influence in east UP. Similarly, the BJP got 
a substantial number of votes from the 
Congress plus a few important seats like 
Allahabad where the party had never won 
before. And yet, its vote share stagnated at 
the previous level of 33 per cent. 

The mandate in UP actually reflects a 
long-term process of transition and flux, the 
real contours of which will be more evident, 
probably, by the time of the coming assembly 
elections. It seems that the Hindutva plank 
is undergoing a sea change - the coming 
over of the Congress vote means that the 
mandate is no longer for a rabid mandir type 
posture but for a right-of-the centre political 
plank. At the same time, the polarisation of 
a large section of the middle class plus 
backwards castes in a number of constitu¬ 
encies shows that the earlier heavily upper 
caste dominated mandir face is rapidly 
changing. In Ghazipur, a traditional Left 
seat held previously by the CPI whose 
candidate had of late become identified 
exclusively with the Yadav constituency, 
the BJP won and the joint SP-JD-CPI 
candidate was relegated to the third place. 
The BSP polled second and about 30-40 per 
cent of the Yadavs voted for the BJP. While 
some other backward castes like kurmis and 


koeris have been known to vote for the BJP, 
the yadavs were till now considered safe bets 
for Mulayam Singh's camp. The CPI 
candidate also lost due to virtual inaction for 
the past five years and a bad record of 
harbouring criminal elements due to which 
there was little enthusiasm even within the 
Left ranks. The yadavs voted for the BJP 
also to ward off the threat from the BSP and 
its dal it constituency. In this case, at least, 
class interests predominated over caste 
interest, revealing the new, more class- 
oriented face of the BJP and the weaknesses 
of centrist formations in the face of such 
challenges. This trend was noted at other 
places in east UP as well. There are 
unconfirmed reports from some constitu¬ 
encies about dalits voting for the BJP on a 
minor scale in order to defeat the SP. So 
apart from cashing on an upper caste reaction 
against the rise of the dalits and the 
backwards, the BJP also got the benefit of 
the conflict between the emerging neo-rich 
of the villages within the backward lobby, 
and their simmering tension with the poorer 
sections. At the same time, it lost where the 
conflict between upper castes acquired an 
uncompromising character and broke the 
facade of Hindu unity. 

Beneath the upper caste shade, the BJP 
is broadening its base; but this is also 
introducing shifts in its erstwhile 
composition. Many traditional upper caste 
forces for instance are finding their influence 
waning. These include forces who had 
gravitated to the party in the initial days of 
the Ayodhya movement plus the old RSS 
sympathisers. But the scene is now being 
occupied by issues such as conservative 
economics, the desire to put down the rise 
of the lower social classes, and very 
significantly, the nuclear bomb or war with 
Pakistan. These issues are appealing to a 
section of the old Congressmen and to the 
large section of the neo-rich, big landed 
gentry and rising interests in illegal and legal 
business both within the upper caste and the 
backward castes who want to see a right 
wing shift in politics. It is these forces that 
have strongly backed the BJP. But while the 
old mandir plank is no longer sticking, this 
new situation is imbued with a dangerous 
communal logic of its own, incumbent upon 
a situation where modern right wing 


aspirations might require amuch more toned 
up hindutva rhetoric. 

These forces are being joined by the new 
middle classes as well, disillusioned with the 
dominant brand of centrist politics as 
represented by the Congress and the 
opposition which they find ridden with 
corruption and criminality. Their desire is 
not the BJP per se but things like a clean 
public life, stability and economic 
opportunities which they find, if not reflected 
then at least not denied, in the BJP. 

However, the alienation of a section of 
traditional elites from the BJP costs the party 
a few seats in the Rohilkhand region. 

It seems, indeed, that the BJP* s 33 per cent 
vote includes a section which has joined it 
recently but excludes elements which were 
with it in the previous elections but are now 
either silent (did not go out to vote) or went 
back to the Congress (while prominent forces 
like the professionals who were with the 
Congress went over to the BJP). There is 
thus a realignment within the BJP camp 
which nevertheless is unstable because of 
its inchoateness. The nco-rich forces, for 
instance, have their axe to grind and their 
temporary shift docs not mean a permanent 
resort - in many constituencies they adopted 
a position of bargaining and stayed away 
from the BJP. Moreover, caste groups like 
the Mallahs, who have voted for the BJP, 
did not do so on account of Phoolan Devi’s 
siding with the SP. The middle class support 
is also extremely shaky and the alienation 
of the upper forces only needs a proper 
articulation. BJP's new coalition is weak - 
what has become prominent this time is the 
extreme mobility of social forces and their 
desire to switch ranks. The phenomena also 
included a tendency to function both as caste 
and class groups as befitted the situation - 
both to forge unity with opposing caste 
forces and to fi ght against them. This explains 
partly the varied behaviour of yadavs and 
other backward castes. The political, 
broadbased, ’community 1 rather than ’caste’ 
appeal of this phenomena overall benefited 
the BJP. 

Mulayam Singh suffered in areas where 
he was working only on the basis of erstwhile 
caste equations. This defeat in east UP and 
parts of Awadh shows that he probably was 
not able to assess fully the difference of these 
elections with that of the Mandal phase. The 
tragedy of Mulayam was his attempt to repeat 
the centrist experience of relying on the 
caste assertion of backward castes - in this, 
he went out of his way to win the support 
of kurmis and other backward castes. In the 
situation now unfolding, backward castes 
are also looking for other options. In these 
elections it was economic and political 
interests which drove a sizeable section of 
both the backward castes and dalits away 
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^thc'ckmmMmt’ and the 'oppressed** within 
the backward-dalit umbrella, split into 
opposing camps. 

Mulayam Singh's strategy from the 
beginning was two-fold; after the parting of 
ways with the BSP last year, the former chief 
minister was left with the Muslim and the 
yadav constituency. He had two options: 
either to reach the dalits or to supplement 
this loss elsewhere. He chose the latter option 
- for this it was imperative to wean other 
OBC power groups and win over a section 
of upper castes as well. This turn was crucial 
to Mulayam's strategy and amounted to a 
virtual 'shift' from the position adopted in 
1993 assembly elections when the dalit 
assertion determined the plebeian polari¬ 
sation of Muslims, yadavs and other 
backward castes in his favour. In the new 
strategy, it was imperative to substitute the 
loss from 'below' by a gain from 'above', 
which led to the distribution of tickets to a 
large variety of upper caste forces coming 
from both the Congress and the BJP. The 
SP candidates from Gonda, Badaun, etc, 
were all Congress stalwarts and the party's 
nominee from Amroha was an ex-BJP 
functionary. This shift was not limited to 
upper caste forces; it also amounted to giving 
fickets to the powerful elements within the 
backward castes (like the kurmis) and dalits 
coming from other parties and having little 
in common with the Samajwadi Party of 
1993. Two such prominent candidates were 
Usha Verma, a former Congress MP, from 
Lakhimpur Kheri and Suresh Pasi from the 
Chairreserved constituency of Allahabad. 
In this, the former chief minister was 
apparently thinking of supplementing his 
yadav and what-he-thought-to-be-a-stable 
Muslim base with a measure of upper caste 
and other backward support. He was also 
trying to fill the vacuum created by the 
decline of the Congress by placing himself 
as a credible centrist alternative to the BJP. 
This strategy paid in some areas while it did 
not in others. It worked, as in Rohitlkhand, 
where BJP was strong and banked heavily 
on the Hindu unity led by neo-rich upper 
castes and theChaudharies. Here, the fielding 
of upper caste and powerful backward 
candidates with a Congress-traditional elite 
background provided the necessary wedge 
which further polarised the Muslims and the 
yadavs. 

But the same shift led to the defeat of 
Mulayam and his allies in east UP. Two seats 
of the district of Allahabad had never returned 
aBJPMP; the Chail constituency in particular 
has more than 6 lakh combined Muslim and 
dalit vote and was previously held by the 
Janata Dal. As part of the SP-JD-Left alliance, 
it went to the SP and the then sitting ex-JD 
MPjoined theBSP. He polled around99,000 
votes, the SP candidate got about one lakh 
while the BJP won by polling only 1.31 lakh 
votes. Apparently, even a small vote by the 


the SP candidate de s pitethe presence of the 
BSP. But surprisingly, there was a record 
low polling of the Muslims - as low as 15 
percent in certain strongholds. When berated 
for this lack of interest which led to the BJP 
victory, ordinary Muslims were heard 
replying that they were not enthusiastic about 
Mulayam as he had fielded a candidate with 
a criminal and communal past, and moreover, 
was appealing to 'vote for the Congress’. 
They were obviously referring to the former 
chief minister's appeal to ensure the victory 
of Capt Satish Sharma from Amethi. This 
confused the Muslims andled them to support 
other parties or stay aloof in places like 
Kanpur where the alliance candidate, 
Suhasini Ali of the CPM suffered an 
ignominious defeat. But there are reports 
that in Kanpur, the Congress excuse was 
mainly a campaign led by some die-hard 
anti-Left, traditionally pro-Congress power 
groups within the Muslims who took the 
opportunity of an unstable situation to stay 
aloof from the alliance. There was also a 
silent resistance amongst the Muslims to 
being treated as the vote bank of any one 
party and a sullen weighing of their 
bargaining position. The behaviour of the 
kurmis also showed a similar pattern - 
wherever they could not find a suitable 
representation, the kurmis refrained from 
voting for any party and polled for kurmi- 
oriented party like the Apna Dal, belying all 
predictions and leading to the defeat of the 
JD-SP alliance candidate in crucial places 
like Varanasi. 

The BJP, therefore, gained not only 
because the BSP cut into the vote bank of 
Mulayam but also due to cracks within 
Mulayam's own camp. In fact, the BSP 
improved its vote share and was able to edge 
out the SP as the main opponent of the BJP 
in many areas of Bundelkhand and the Doab. 
It was only in a few constituencies where 
the division of votes actually led to the 
victory of the BJP. The rise of the BSP is 
also attributable to the vast change going on 
in UP: the splitting of the centrist vote. The 
long-term decline of the centrist politics 
which began with the decline of the Congress 
is now slowly encompassing Mulayam as 
well. That is why, there was a tendency for 
the backwards to shift towards the BJP and 
the BSP with more stable 'class' bases. What 
is more, the much expected decline of the 
BSP following its sharing of power with the 
BSP did not happen. The move might have 
cut the ideological ground of the BSP; but 
the situation in UP - and this has to be 
understood by people who place too much 
stress on ideological factors - has reached 
a true political stage. Here there is an open 
contention for power between well identified 
social forces linking themselves with distinct 
political set-ups. These social forces, whether 
upper castes or dalits, have become acutely 
conscious: at this juncture it is irrelevent for 


thetn Whotbeir party is aligning wjthatany 
one point since it has come to represent their 
long-term interests. The BSP, indeed gained 
from capturing power last year even for a 
short time - it kept its independence and 
consolidated its hold. 

The days of ideological puritanism seem 
to be over- something which the Left learned 
much to its discomfiture in the UP polls. All 
the three parties, the CPI, CPM and the 
CPKML) were unable to perform well - the 
former two because of their inevitable tie- 
up with centrist formations and their lack 
of any independent assertion, and the latter 
due to its political isolation and lack of a 
social base despite anticipating the change 
in the environment and trying for a radical 
assertion based around the dalits and the 
most backward castes (MBCs) 

The point to note in UP is the almost total 
penetration of non-left currents in nearly all 
sections of the society and the identification, 
at least for the moment, of even the 'poor 
peasant* social forces with the mainstream 
parties. Indeed, these forces are increasingly 
being led by the power brokers within them 
who are setting the political agenda. At the 
same time, power aspirations within each 
social community have crossed all set 
boundaries. It is because of this that even 
though voting was more or less on caste 
lines, it belied all caste equations. There.was 
also little backward-forward divide of the 
old type further weakening the argument 
that backward caste assertion could well 
check the BJP. The backward-forward 
divide broke down this time at many places, 
and within the backward caste each 
community emerged with a bargaining 
position of its own. 

An important change was visible in these 
elections within the backward castes. While 
dominant castes like the kurmis and the 
yadavs exhibited a vacillating position or 
stood their traditional ground, there was an 
increase both in political importance and 
anti-upper caste assertion, wherever 
articulated, of the non-dalit, MBCs like binds, 
kevats, mallahs, rajbhars, etc. At places, 
they voted for the BJP as well but in the 
coming days they arc likely to emerge as 
a force of their own which any political party 
will find it difficult to take for granted. 

It is now clear that in 1993 it was ihc dalit 
assertion, and not Mandalism, which was 
the glue binding the anti-BJP front. The 
unpredictable response of the Muslims also 
exposed the weaknesses of Muslim social 
base and its cohcsivcncss. The Muslim 
behaviour has indeed raised many questions 
about its consistency as a 'community' in 
voting for an anti-BJP alliance, even though 
conscious elements within the Muslims have 
got more politicised. 

Barring minor deviations, dalits voted 
against the BJP. In future, the realignment 
in UP politics will follow along the lines of 
the splitting of the backward caste vote 
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along various lines artdfurther polarisation 
between the upper and the lower classes, 
whether expressed in terms of caste or class. 
And this does not mean that the fight will 
be between the B JP and the BSP - a complex 
interregnum of alliances will precede any 
solid polarisation between mutually 
exclusive political identities. It remains to 
be seen how far Mulayam Singh will be able 
to retain his relevance as the main anti-BJP 
force - the JD may decide to strike an 
alliance with the BSP or the latter may 
decide to go alone or the old alliances might 
stick for the time being. The problem however 
with the left-centrist agenda is the matter of 
social base - they are invariably based on 
the might of the middle forces who have 
shown a tendency to switch sides. Any 
democratic assertion, or even a radical one, 
has to be based on something similar to the 
independent assertion of the dalits - not as 
a secondary force but as a force desiring their 
own prime minister (or their chief minister 
at a later date) - and the most backward 


YET another large UN Conference is 
shortly coming up - Habitat II, in Istanbul, 
Turkey, focusing on the conditions of cities. 
As has now become a standard procedure, 
the main intergovernmental meeting will 
be accompanied by a 'parallel' NGO 
meeting. Again, as in the case of recent 
such meetings such as that in Beijing, NGOs 
have been very active in the preparatory 
work, and have come up with a strong 
agenda that challenges the official line. 
But a significant feature of the Istanbul 
meeting is that for the first lime, ‘CBOs’ 
(community-basedorganisations) - which, 
because of the social reality of most 
countries, means organisations of the 
labouring and working-classes - have been 
recognised as a specific category in an 
i ntemational meeting. This article examines 
the history of evolution of non-govern¬ 
mental participation in UN conferences, 
the history and the significance of this new 
development, and the severe contradictions 
that seem to have arisen in the course of 
putting this idea into practice. 
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are in the process of drift. Conversely, the 
dalits and the MBCs need a Left-democratic 
agenda even for a proper capture of power 
which is just not there with a formation like 
the BSP. The latter tried in its own way to 
supplement its social base with upper caste 
support - it gave tickets to more than 10 
upper caste candidates in the current 
elections. It is yet to be seen how such 
manoeuvres will help the BSP. The BSP’s 
problem is that its caste equations, even if 
broadened, need some ideology to stick. 
Moreover, they can well break down in the 
face of an ideological offensive of the BJP 
kind. The BJP can only be weakened 
through a Left assertion which still has the 
potential of uniting progressive-elite 
forces of the upper castes with the dalits 
and the MBCs. But then, the Left stands 
marginalised as never before - it is through 
such dilemmas that the rough course of 
UP politics will be charted in the days to 
come. 


I 

‘Participation of the People’ 

During June 3-14, what is presently 
scheduled to be the last of the several big 
UN Conferences that have taken place in 
these past 2-3 decades, is taking place in 
Istanbul, Turkey. Named 'Habitat If and 
organised primarily by the UN Centre for 
Human Settlements that is based in Nairobi, 
Kenya, it will ostensibly be a meeting around 
the state of human settlements, and will this 
time focus on the conditions of cities. The 
TP part of the title comes from the fact that 
an earlier such meeting took place in 
Vancouver, Canada, in 1976. The meeting 
has also been nicknamed 'The City Summit’ 
- a little disingenuously, perhaps, to give 
it that certain extra something. Whether the 
'community of nations' will actually take 
this subject seriously enough to send their 
heads of states to Istanbul to take decisions 
'at the highest possible level’ remains to 
be seen; there is little indication of this, 
so far. 
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intergovernmental meeting; but just as fin the 
case of other recent UN conferences on 
major social issues - Beijing (on women's 
issues, in September 1995), Copenhagen 
(social development, in June 1995), Cairo 
(population, in September 1994), Vienna 
(human rights, June 1993), and before that 
The Big One, UNCED, 'theEarth Summit', 
in Rio de Janeiro in June 1992 - there will 
also be a formally-planned, 'parallel' and 
'unofficial' meeting of representatives of 
non-govemmental organisations, an 'NGO 
Forum*. In terms of numbers, though not 
costs and paraphernalia, the NGO meeting 
is again expected to be larger than the 
governmental one. 

The 'NGOForum’ in Istanbul will however 
have a rather special character. Aside from 
being attended by 'NGOs* - a term which 
normally tends to refer to organisations of 
concerned middle-class people, today 
increasingly staffed by professionals - it is 
meant to be attended also by represen¬ 
tatives of *CBOs’, or 'community-based 
organisations', a relatively newer UN term 
which is perhaps self-explanatory. This has 
an important history and a wider significance 
than is immediately apparent. The battle 
over the recognition of the role and legitimacy 
of non-govemmental organisations and 
activists started back in 1972, when 
environmental activists staged a genuinely 
parallel and autonomous meeting in 
Stockholm, Sweden, to challenge the first 
big UN/inter-governmenta) conference that 
took place on such issues. Grudgingly, but 
in retrospect perhaps also tactically, the UN 
system has over the years yielded significant 
ground and accepted that NGOs should not 
only be allowed but encouraged to hold 
'parallel meetings’ along with UN 
Conferences, and to be allowed to attend 
some (but not all) of the intergovernmental 
sessions. It has come to be now increasingly 
accepted at the UN that NGOs do indeed 
know what they are talking about, based on 
extensive ground-based experience, and that 
they bring important perspectives to the 
questions at hand, often from a different 
point of view; equally, that government 
delegations sometimes try to hide or disguise 
reality in international meetings, and that 
having another perspective can help to get 
more information on to the negotiating table; 
and that NGOs are today indeed playing 
increasingly important roles in all these ways, 
at local, national and also international levels. 

This has been an important development 
in thinking, and each successive recent UN 
Conference has been the arena for negotiation 
over these rights, with NGOs - and especially 
international NGOs, who are now very 
experienced in such questions - constantly 
pressing for greater participation. Overtime, 
the NGO lobby has gained the support of 
a number of country delegations, particularly 
those from the North (including Australia) 


‘Participation of the People 9 : Intentions 
and Contradictions 

A Critical Look at Habitat II 

Jai Sen 

A significant feature of the forthcoming UN Habitat II conference in 
Istanbul is that, for the first time, community-based organisations 
(CBOs) have been recognised as a specific category in an international 
meeting. However, in putting the idea into practice, there is a big gap 
between rhetoric and reality. 
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demand has also been misted by a certain 
number of countries such as Albania, China, 
and Indonesia, and sometimes covertly also 
by other countries such as India. Northern 
countries have also now taken to including 
members of the NGO community within 
their official delegations. 

It needs however to be emphasised that 
there are many kinds of NGOs. As used at 
the UN, the term *NGO’ is in fact all- 
embracing and covers everything from 
voluntary organisations (which is what the 
term tends to be restricted to, in India), 
chambers of commerce and business 
federations, trade unions and peasant 
organisations, and at times also front 
organisations for liberation mo vements. The 
earlier generation of ‘NGOs’ in the Habitat 
process in fact prominently included 
organisations such as the International Real 
Estate Federation, association of housing 
and urban development officials, and the 
like, dominantly from the North, and these 
and other organisations played major roles 
in the formation and early functioning of an 
international organisation, the Habitat 
International Council, that is now very 
prominent at Habitat in a new incarnation. 
It was only in 1987 that more activist NGOs 
came forward from both South and North 
to challenge the very conservative approach 
taken till then by H1C, and led to the 
organisation being completely restructured 
to represent both South and North, to its 
agenda being radically redefined, and to its 
name being changed to *Habitat International 
Coalition \ In many senses, this challenge 
led to the emergence of an activist 
international NGO movement in the field of 
housing and human settlements, and where 
the earlier generation of business-oriented 
NGOs now have their own, distinct lobby 
at the UN. 

Just as in the case of other recent 
international conferences, the approach to 
Istanbul has been notable for a highly 
organised effort by activist NGOs, in this 
case led by the restructured HIC and allied 
organisations. With a 'Habitat 11 Global 
NGO Secretariat* based in Toronto, there is 
also an NGO International FacilitatingGroup 
to co-ordinate activities towards Habitat and 
an NGO Forum Host Committee based in 
Istanbul. NGOs have taken a very active part 
in each of the PrepComs towards Habitat II, 
played significant roles in helping to draft 
documents - for the first time in UN 
Conferences, an NGO representative was 
appointed to one of the PrepCom Drafting 
Groups - and after a series of consultations 
have come up with a strong series of points 
which challenge the official agenda. * The 
Global Secretariat also publishes a periodic 
newsletter called People Towards Habitat 
II , to tie this process together. 

NGOs therefore seem to be playing an 
important role in the approach to this global 


Istanbul will be that in principle, 'the parallel 
meeting* is supposed to be not only of so- 
called NGOs, as defined above, but also of 
representatives of CBOs. In the social reality 
of ail societies of the world, but especially 
in the South, this category will - if it is 
properly represented - dominantly include 
organisations of working and labouring class 
dwellers. It is the formal inclusion of these 
sections at Istanbul that will make it 
fundamentally different from earlier 
meetings, and a very major step forward. 
While, for instance, some NGOs from India 
and elsewhere who attended the Beijing 
Conference did take along with them working 
and labouring class women (and in India, 
there was an elaborate process first of 
agreement on this as a principle, and then 
of preparation and orientation), there was 
no specific prior recognition by the UN of 
this category and their specific interests. 
At one level, a comparison between Beijing 
and Istanbul is not entirely fair, because 
Beijing was about women, irrespective of 
class; a more useful comparison is with 
UNCED at Rio where, especially since it 
was held in Brazil, indigenous peoples 
participated in strength at the NGO Forum, 
and where the crucial role of such sections 
in protecting and regenerating the 
environment came to be recognised 
(formally, at least). But however important 
this conclusion, once again there was no 
prior and formal recognition of this role 
and relationship. 

As mentioned above, the UN definition 
of the term NGO is all-embracing. In 
principle, n therefore also covers CBOs, and 
there was no need to specify this. But for 
Istanbul, the category and term 'CBO* was 
specifically drawn out and articulated because 
of the specific nature of housing, habitat, 
and human settlements - where the dweller 
has now been recognised as the key actor - 
and because of the struggle and change that 
has taken place within human settlement 
professions around this question since the 
1960s. 

An unrecognised but quite a major 
'revolution* has in fact taken place in these 
professions during this time. From being a 
field where it used tp be assumed that only 
the professionally-trained middle-class had 
anything to say and do in terms of decision¬ 
making, and where only the 'formal sector* 
was recognised - just as is still the case in 
most professional fields: think of law, 
medicine, engineering, science - it has now 
come to be widely (even if not yet totally) 
accepted that local-level, community-based 
organisations of people living in 
neighbourhoods and villages play not just 
i mportanfbut crucial roles in the production, 
maintenance and management of housing 
and human settlements. Especially in the 
context of third world cities, many authors 
have taken the position that such people are 
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have proposed major reorientation on die 
part of the professions and the government 
as to how such people and their settlements 
should be seen. In many countries, including 
India, popular movements of local dwellers 
have also played important roles in defining 
state policy, from time to time. Since the 
authors who have taken such positions are 
not only activists or 'starry-eyed idealists' 
but also among the most senior housing 
officials and professionals in many countries, 
and since politicians and bureaucrats in all 
countries have to face such movements (and 
also need their votes at times of elections), 
the importance of local dwellers' 
organisations is now taken seriously very 
widely. 

It is also important to see the according 
of recognition in a class (and caste) 
perspective. The recognition by the inter¬ 
governmental system of middle-class NGOs 
has been significant enough, but can perhaps 
be understood more easily when one sees 
that those who today represent NGOs - and 
especially at the international level - often 
have the same technical/professional abilities 
as those in government and speak the same 
language, and are generally from the same 
class, the same schools, the same universities 
(and in India, the same castes). In these 
terms, the recognition of CBOs is a decision 
of entirely another order. This is perhaps so 
in all countries, but it is certainly so in terms 
of India where the vast majority of those 
who live m deprived circumstances in both 
urban and rural areas and who stand to gain 
the most by this recognition, are Dalits, 
OBCs, Muslims, and Adivasis. In other 
words, precisely those sections who have 
historically been marginalised and 
discriminated against. Equally, however, it 
is significant for India because we are today 
at a stage of social development in the country 
where substantial emancipation has taken 
place within each of these communities and 
sections, and where there is growing self- 
assertion. 

The recognition by the United Nations 
that such sections should have the explicit 
right to attend and participate at Istanbul is 
therefore, in principle, of great significance. 
In these terms, the opportunity afforded to 
such peoples to attend the Istanbul 
Conference and to stake their claims to 
identity and relative autonomy, was 
unprecedented. To my knowledge, the 
profound implications - of this recognition 
and of this shift m opinion within the 
establishment - have perhaps not yet been 
explored in detail. But this is a separate 
analysis. Our concern here has to be to look 
further at the Istanbul experience, to explore 
a severe contradiction, or kink, that seems 
to have already appeared in this otherwise 
almost ideal story : where despite the explicit 
recognition, NGOs seem in reality to have 
supplanted CBOs. 
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Intentions *ad Contradiction! 

The severe kink that has appeared in the 
Istanbul story is in relation to the actual role 
ofCBOs - and of NGOs - in the preparation 
of this meeting, and even more so at the 
meeting itself; as distinct from the theory 
and the rhetoric. To understand what seems 
to have taken place, we need to first overview 
how the inclusion came about, the formal 
arrangement of the meeting, and in what 
ways the supplanting has taken place. 

While the first proposals regarding the 
significance of ‘self-help housing* and the 
role of dwellers perhaps came in the 1960s, 
from the experiences of architects and 
planners from the North such as Charles 
Abrams who had worked in India and 
elsewhere, and John F C Turner in Latin 
America, the first decisive step forward in 
this process was taken only in the late 1980s; 
specifically, in the report of a UN meeting 
published in early 1989. For the first time, 
the UN clearly recognised that there was 
a ‘third sector* in the production and 
maintenance of housing and human 
settlements: that it was not only government/ 
the public sector and the market/the private 
sector which played important roles, but also 
the ‘community’ sector. It was on the basis 
of this breakthrough - which came after two 
to three decades of studies, proposals, and 
debate-that ‘CBOs* were included as a 
category of participants in the Istanbul 
meeting and in the preparatory process 
leading up to it. 

The UN system has, over time, evolved 
an elaborate ‘preparatory process’ for its 
international conferences. This usually 
involves three major international 
‘PrepComs’ and a host of supportive national 
and regional meetings. The idea in principle 
recognises that a wide range of views will 
exist on any subject fit for an international 
conference, both between ‘state-parties’ and 
also between states and the newer 
participants, NGOs, and that substantial time 
must be given for different points of view 
to be exchanged and for a convergence of 
views to take place. The working principle 
is that much of the work towards ‘making’ 
the decisions that will ultimately be ‘taken’ 
at the conferences must be done in the course 
of the preparatory process, and a final draft 
of the Conference’s Recommendations made 
ready to be put forward. 

In order to put into practice for this 
particular meeting the recognition of three 
sectors in the housing and human settlement 
process, the UN proposed that three ‘key 
groups* be established in each country, 
composed of what it proposed are the three 
key stakeholders’ in the housing process: 
Key Group A: human settlement managers; 
Key Group B: NGOs/CBOs; and Key Group 
C: the business community. While each key 
group would haveitsown chair and convenor. 
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by the concerned Ministry In each country's 
government and overall co-ordination within 
each country would be done by a 'Focal 
Point* based within the concerned ministry. 
The concerned ministry in India is what is 
now called the Ministry for Urban Affairs 
and Employment Opportunities, the one that 
has recently seen the limelight because of 
the celebrated housing scam in Delhi. 

Three points are noticeable in this 
arrangement : One, notwithstanding the 
declaration of a recognition of the 
contribution of other sectors, it is clear that 
the UN does not yet consider them 
autonomously and control over the 
approach to the conference remains fairly 
lightly exercised by government. Two, the 
earlier category of ‘non-governmental 
organisations’ has been neatly divided into 
two so that the earlier, equally non¬ 
governmental but business interests in the 
housing and human settlements field, have 
now been recognised in their own right (as 
the ‘private sector’)and the term and category 
‘NGOs’ has been left to the activists. And 
three, this kind of NGO has been included 
along with CBOs in Key Group B. All three 
features are interesting, but our focus here 
has to be on the third: Is this clubbing 
logical, and appropriate? 

On the one hand, the clubbing is quite 
acceptable if one views ‘NGOs/CBOs’ as 
one sector, together (and separately) 
constituting civil society - as many NGOs 
and some writers are tending to do today, 
including the NGO newsletter towards 
Habitat II. But this classification is open to 
serious questioning. Historically, it has been 
business and commerce that have played the 
crucial roles in the emergence of civil society 
all over the world, and if the issue at stake 
is posing a challenge to the hegemony of 
the state, then to exclude them renders this 
concept very hollow. Beyond this, while the 
contribution of NGOs to the field of social 
housing has of course been widely 
recognised, especially in times following 
disaster and in terms of slum resettlement 
andemploymentcreation v etc - there is surely 
a vital difference between playing useful 
and even important roles and being a 
stakeholder in the process. Even if the 1989 
recognition of a ‘third sector’ also 
acknowledged the contribution of non¬ 
governmental support organisations, and 
even if the participation of (middle-class, 
professional) NGOs at Istanbul would 
naturally be expected, a very unfortunate 
confusion of roles * or. seen in another way, 
an interesting sleight of hand - has taken 
place through this clubbing together. The 
otherwise useful term ‘stakeholder’ has also 
been rendered somewhat less than 
meaningful. 

If CBOs were indeed to be recognised and 
respected for what they bring to bear on the 
human settlement process, they should have 


tiie thiid sector. ahd not as an adjunct # 
NGOs ( which the term ’NGO/CBC implk*). 
The time when ‘the poor’ were looked at 
as being uniformly helpless and incapable 
has been left a long way behind; as was 
mentioned above, it has now been widely 
shown, and is widely accepted, that 
significant sections among such people have 
organisations with enormous depth of 
experience, which in many countries manage 
whole sections of cities. This moreover often 
has to be done not only without the help of 
the government or the rich business 
community, but in the face of enormous 
social, political and financial hostility and 
disadvantage from precisely these sectors. 
There are also many cities, in India and in 
most countries, where major popular 
movements have taken place around housing 
issues, which have had crucial roles to play 
in the formation of public policy. 
Organisations of such peoples needed to be 
recognised in their own right. 

At the same time, there is no problem in 
recognising that some CBOs do indeed 
depend on NGOs, and some have even been 
created by NGO initiative; and if there were 
some CBOs who wished to participate but 
who could only do so with NGO support, 
then such NGOs should have been accorded 
simply this recognition - of being 
companions. 

In India, this nomenclatural (con)fusion 
has unfortunately been taken to its extreme. 
Although it is CBOs who have been 
recognised by the United Nations as being 
key role-players in the human settlements 
process, the reality is that all the twelve 
members of Key Group B in India are from 
NGOs. In the most liberal terms, this means 
that it has been assumed by the country’s 
Focal Point (who constituted the Key Groups) 
that NGOs are in a position to legitimately 
represent all community-based organisations 
in the country. It also means that NGOs - 
who after all, have also voluntarily accepted 
membership of the committee - accept this 
argument. But in less liberal terms, it means 
that NGOs as a category, have in fact hijacked 
the process of representing the experience 
of the third sector, at least in India. And the 
‘stakeholders’ with the most vital stakes in 
the housing and human settlement process 
have thus been once more decisively sidelined 
and marginalised by the middle class. 

It is also not as if there has been any 
process through which CBOs might have 
‘handed over* the right to represent 
themselves. To the writer’s knowledge, no 
open and democratic process has taken place 
in the country, where a broad base of both 
independent and dependent CBOs were 
consulted by the ministry on this question. 
Four ‘regional consultations' and one 
national meeting have taken place in 
preparation for Habitat II; but to available 
information, only a smattering of CBOs 
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were jpcesent — and : ll«ete 

is good reason to believe that all those who 
were present, were ‘dependent CBOs’ and 
therefore hardly in a position to exercise 
independent franchise. 

The responsibility for this situation, of the 
sidelining of CBOs and the domination of 
the process by NGOs, however lies not only 
with the NGOs who have played a part in 
this process, or even with the government. 
The rules of the process show that it very 
much also lies with the UN itself, both in 
the preparation and the organisation of the 
Istanbul meeting. It seems that even if CBOs 
had been formally recognised, the reality of 
the preparatory process has been that old 
class alliances have played their role and the 
UN has worked only through NGOs. This 
sidelining and supplanting is then taken a 
decisive step further in the arrangements for 
the meeting itself, where as in all UN 
conferences, it is only ‘accredited NGOs’ 
who will have the right to attend the 
intergovernmental sessions - and therefore, 
in an unwritten way, the power to ’represent’ 
all ‘NGOs/CBOs’ at the ground level. Since 
there is an elaborate process involved in 
gaining accreditation, this almost certainly 
means that any direct, self-representation 
has "been almost certainly out of the reach 
of most independent CBOs, at least this time 
round. 

Indeed, it would be amusing if it were not 
disturbing, to see the manner in which the 
term ‘NGOs/CBOs’ has been used in the 
preparatory literature being produced for 
this meeting. It has led to a situation where 
even the distinction between the two 
categories has literally been dissolved. An 
example is the following sentence, in the 
official NGO(/CBO?) newsletter that has 
been published in India, Beyond Settlements: 
“Some NGOs/CBOs especially academics/ 
researchers [will] join the (thematic] 
roundtables”. The term is used as if ‘NGOs/ 
CBOs’ are a new species, with a life of their 
own. The class bias, the sidelining, and the 
dissolution of meaning, all show through 
effortlessly - even if this may be happening 
inadvertently, and with all good intentions. 

How widely this experience has also been 
true of other countries in the preparation for 
Istanbul is not known as yet. But that this 
dissolution has also taken place elsewhere, 
at least to some degree, is evident from the 
news that has appeared on the run-up to 
Istanbul in People Towards Habitat //, the 
NGO’s official international newsletter and 
in other documents coming out of the 
PiepComs. Notwithstanding the headline of 
the first issue of the newsletter being ‘NGOs, 
CBOs, and Habitat II’, the hard news in all 
the issues has been about NGOs, and little 
on CBOs. The membership of all the 
committees has also gone to NGO bodies. 
There has also been no news as such about 
the mobilisation of independent CBOs across 
the world, towards gaining accreditation 90 


that they could independently attend the 
conference. 

On the other hand, there is no doubt at 
all from the news that has been coming that 
the NGOs working towards Istanbul have 
worked hard to open up the meeting and its 
agenda so that key issues affecting people’s 
ability to live in security and dignity, are 
taken up by the conference. (These include 
the right of all to adequate housing; gender 
equality in housing; the impact on living 
conditions of debt, globalisation, structural 
adjustment, and international development; 
and the impact of transborder environmental 
pollution.) There also seems no doubt that 
the NGOs wish to reflect the views and 
visions of disadvantaged communities both 
in the South and the North. But the questions 
must still be asked. Which people towards 
Habitat? How long are we going to go on 
speaking about ‘people’? When and how 
will ‘disadvantaged communities’ get to 
speak for themselves? And is the fact of 
being constantly spoken for not itself a 
disadvantage? 

Ill 

Which People? 

The composition of Key Group B. and the 
manner in which the interests of the most 
crucially-interested stakeholders have been 
represented, at least in India, have thus been 
not merely ‘weaknesses’ but most serious 
shortcomings. Even il one takes a liberal 
view and accepts the possibility of this having 
been inadvertent, this composition and 
manner contradict the very spirit of the 
formula that the UN accepted back in 1989 
and that it has prescribed in its guidelines 
for the preparation of national reports for the 
Istanbul meeting (and where ‘NGOs’ were 
not, by any means, seen or accepted as 
replacements for community-based 
organisations). For us in India they are also, 
moreover, a gross contradiction of the 
emerging social reality in the country, where 
dalits and adivasis especially are increasingly 
coming into their own and, by and large, do 
not accept ‘representation’ by the middle- 
class, middle and upper caste - let alone by 
NGOs. It also has to be mentioned that the 
NGOs who are members of Key Group B, 
some of whom are sensitive and aware 
individuals representing sensitive organi¬ 
sations working directly with communities, 
appear to have not addressed this most 
fundamental contradiction in the composition 
of ‘then ’ group, and in the colour and charac¬ 
ter of this process as a whole; and to my 
knowledge at least, even after this character 
was brought to the attention of some of them 
by this writer Nor has the Focal Point in 
India acted or even bothered to respond to 
alettcrinforminghim of this serious problem. 

Although the precise distribution of 
participants at Istanbul - and the division of 
responsibilities - remains to be seen, the 


record $0 far would suggest that the almost 
historic opportunity to help advance the 
process of emancipation and self-asscition, 
by using to the full the opportunity afforded 
by Istanbul, has been lost. The opportunity 
afforded, moreover, was no accident; there 
has been a clear process of learning and 
opening up that has taken place within (he 
UN over the past three decades, and it would 
seem also from Rio to Beijing to Istanbul - 
and in many senses, however important the 
agenda of the specific meetings might have 
been and also the growing participation of 
NGOs, it is this that has been one of the most 
crucial developments at the UN over time. 
With Istanbul as the last meeting of the series 
that has taken place in these past decades 
(and indeed, coincidentally also the last in 
this century and even this millenium), and 
with a formal opening available, there was 
a burning need to consolidate on the ground 
gained; to grasp the opportunity. Taking a 
positive view on their intentions, there was 
a duty for NGOs to have recognised this. 
Instead, fired by the mission of making sure 
that ‘the real agenda’ must make it on to the 
table at Istanbul, it does seem that at one 
crucial level they have missed the wood for 
the trees. And a less positive view would 
have it that the NGOs have been involved 
in taking over the woods, and in dispossessing 
the rightful occupants. 

As already argued, the problem of 
sidelining and what is effectively continuing 
condescension, if not worse, lies not only 
with the NGOs and the government, but also 
very much with the UNCHS and with its 
organisation of the Istanbul meeting. If indeed 
there has been a recognition in human 
settlements professions and in the United 
Nations of the significance of the role played 
by ‘the third sector’ in building our cities, 
then the first thing for the UNCHS to have 
done was to ensure that the rules of UN 
meetings were re-worked to enable and 
ensure the direct participation of CBOs at 
Istanbul; and not to leave it as ‘representation 
by NGOs’. This is mere tokenism, severely 
class-biased. Beyond this, and most crucially, 
if the recognition of ‘playing a key role’ is 
indeed to have meaning, there was a need 
to also recognise what has been mentioned 
above; That the individuals and organisations 
in this ‘sector’ - often also referred to as 
‘the informal sector’, or which I have 
preferred to call ‘the unintended city’ - do 
not have experience only at the ‘local, small- 
scale, community’ level. As many authors 
have shown (such as Herman de Soto in his 
study The Other Path ), they also have 
extensive and fundamental experience in 
both the other areas around which key 
groups were formed, ‘human settlements 
management’ and ‘business’; and indeed, 
they therefore should also have been directly 
represented in key groups A and C. 

Only this recognition would have done 
full justice to the contribution that such 
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urban and rural areas. This is not to deny 
that many NGOs exist who are doing useful 
work, and that in many cases they are 
supporting (and in some cases, building) 
CBOs. But it would be a travesty of history 
and truth - as well as to entirely miss the 
point of the UN decision in 1989 - if it were 
only these CBOs which aie to be "recognised* 
(and then only through NGOs). All this is 
the case unless, of course, there is a deliberate 
attempt afoot to take advantage of a loosely- 
worded decision that is open to all sorts of 
interpretation, to achieve two objectives at 
once. To take the easy route and avoid the 
real cxpenence of partk ipation of the masses, 
which can often he turbulent and 
inconvenient, and to tame the processes of 
representation and participation by choosing 
a class of'representatives’ who will be more 
convenient; and also to continue the 
worldwide process that is under way in 
today’s dispensation, of the lionisation of 
NGOs as the new harbingers of change. 
NGOs going to Istanbul who feel 
uncomfortable with these possibilities should 
also be aware that they may be being used 
as pawns in a larger process. 

The "participation of the people’ at the 
Istanbul meeting therefore needs to be 

* 


critically viewed in term* of thteespetel 
dimensions. The run-up to the conference - 
starting from back in 1988-89, when it was 
first decided to hold a follow-up to the 
Vancouver meeting-has seen policy 
decisions being taken at the United Nations 
which in principle are of considerable social 
significance. The UNCHS, and NGOs who 
are involved, have also projected for 
themselves a very liberal image by 
prominently encouraging the ’participation 
of the people' in the preparatory deliberations 
around a subject which is, necessarily, of 
great consequence to peoples and sections 
who have been historically deprived, 
discriminated against; and marginalised. The 
UN, and very likely also the NGOs who go 
to the conference as a category, are also 
likely to gain even more mileage out of this 
process, through the press announcements 
that will soon start emanating from Istanbul. 
The harsh question that must be faced by 
the UN and the NGOs, however, is to what 
extent the meeting and its process of 
preparation are in fact helping to advance 
processes of social emancipation and the 
achievement of social justice, and to what 
extent they are taking advantage of the 
peoples who stand to gain - and where the 
real gainers are once again the middle-classes. 


tHttooteerpiv* 

of the balance of participation at Istanbul- 
but it is still possible for NGOs and CBOs 
who are there to together address the 
questions and contradictions that seem to 
have arisen and that this note has tried to 
articulate, at the NGO Forum (which 
thankfully, opens a few days ahead of the 
government conference). A related situation 
was faced at the human rights conference 
in Vienna in 1993, where the entire NGO 
preparation and proceedings had been 
dominated by certain ‘bingos* (big 
international NGOs) from the North. On the 
very first day itbecame clear to all participants 
belonging to small(er) NGOs from the South, 
that they shared common ground, and the 
battle was joined from then on to change the 
social composition of the steering committee 
that would guide the NGO activities during 
the Vienna Conference and also afterwards, 
beyond Vienna. Though limited in gains in 
many ways, the battle was won. If Istanbul 
is to achieve any of its larger potential, then 
it is crucial that lessons are drawn from this 
longer experience and applied at Istanbul, 
in preparation for future UN conferences (in 
the next millennium), and more generally 
in future work by CBOs, NGOs and all those 
involved in the struggle for social change. 
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and Economics of Transition 


Nirmal Kumar Chandra 


Could Russia's and East Europe's transition to a market economy have 
been smoothened by the western governments offering massive foreign 
aid on the lines of the post-World War II Marshall Plan for West 
Europe? No, says the author who argues that the Marshall Plan for 
west Europe and the current Fund-Bank policy of stabilisation and 
adjustment for the so-called economies in transition are entirely 
different in spirit and content 


NEOLIBERAL economists writing on 
Russia and east Europe have often com¬ 
plained that the birth pangs of transition to 
a market economy could be greatly alleviated 
if the western governments*offered massive 
foreign aid along the lines of the post-World 
War 11 Marshall Plan for west Europe. The 
German reunification of 1990 has also been 
hailed as a 'model’ in many quarters. 

The fthryard professor J Sachs, a key 
policy-maker in Poland in 1989 as well as 
in Russia in 1992, has been critical over the 
past fc\^ years of the IMF and the World 
Bank (Fund-Bank), and the OEiCD 
governments for being niggardly in offering 
aid to Russia. Had it been on a scale 
comparable to the Marshall Plan, the situation 
would have been vastly different. (Sachs 
1995]. Similarly, Dombusch (1992) advised: 
“(0]nly when there is massive support trom 
abroad and co-ordinated direct investment 
(as in the case of East and West Germany) 
can there be an expectation of avoiding a 
sharp real deterioration”, as is likely in the 
wake of domestic deregulation and trade 
liberalisation. Even in East Germany it led 
to a drastic reduction in output and mass 
unemployment, though only "for a time”. 
Since the late perestroika years most Russian 
liberals, including Gavriil Popov (1992), the 
ex-Mayor of Moscow, have been asking for 
the same. 

In this paper I first discuss the Marshall 
Plan, and move on to German reunification. 
Finally, some lessons are drawn for the 
economies in transition. 

I 

Marshall Plan 

The contribution of the Marshall Plan to 
the post-war economic recovery in west 
Europe, especially West Germany, is 
undeniable. There is a widespread misgiving 
that the Plan was an application of the 
standard liberal model reinforced by huge 
US aid. In a penetrating study based on 
published as well as archival materials, 
Hardach (1987) has underlined several 
aspects that contradict this belief. 


(a) It was in Moscow during the allied 
foreign ministers’ meeting in April 1947 
that Marshall conceived his plan. Having 
“failed to win Soviet support for their plans 
to revitalise Germany as the industrial core 
of Europe”. Marshall and the British foreign 
secretary “decided to go ahead on their own”. 
In the process they effectively rejected the 
US official Morgcnthau Plan of 1944 which 
envisaged for post-war Germany an 
“agricultural and pastoral” economy. Further, 
the “Europeans could and should extricate 
themselves (from the post-war crisis] in a 
co-ordinated effort, supported by American 
foreign aid.” The military govemors^of the 
Anglo-American Bi-zone were quite 
emphatic in March 1948:“the Marshall Plan 
must become a political success in West 
Germany" (pp435-38). Already inJuly 1948 
the Americans wanted long-term plans with 
quantitative targets for 1952-53 on 
production, foreign trade, investment, etc, 
from the west Europeans so that these could 
be co-ordinated and the need for subsequent 
US aid obviated. The initial German plan 
forecasting a trade deficit of $ 500 million 
in 1952-53, was rejected by the military 
governors since they hoped that the country 
should by then "become a major industrial 
power and a competitoron the world market” 
(p 459). Further, the Americans initiated 
through the little Marshall Plan', and later 
the European Payments Union, a multilateral 
payments arrangement to facilitate trade 
between the West Europeans; the aid funds 
lubricated the wheels of trade without which 
these countries might fall back upon 
bilateralism and protectionism of the pre¬ 
war days, (pp 462, 474). 

(b) Despite the fact that her industry was 
m ruins. West Germany did not import much 
of manufactures with the help of the Marshal I 
Plan funds. Initially, there was severe 
undernourishment, with per capita calorie 
intake per day 'rarely* reaching the “official 
[target of] % 1550” m 1947, and in some 
industrial regions of the Ruhr it was at times 
as low as 800; consequently, in 1948 nearly 
four-fifths of aid import consisted of food. 


Owr dtt wfcoftfwriod, »948-52, the’ 
percentages were somewhat different: food 
and agricultural inputs 44, raw materials 39, 
freight 8, fuel 4, and machinery and vehicles 
2 only. The import pattern was not decided 
by the market forces, but was the result of 
policies laid down (with American support) 
by Erhard, the architect of 'social market 
economy’ and his colleagues. Investment 
goods, especially mining equipment and 
vehicles, would be initially imported to 
remove bottlenecks; above all, they counted 
on their own “qualified labour force with 
millions of people eager to find gainful 
employment” to rebuild industry, (p 446). 

(c) On a major issue Erhard was overruled. 
While he hoped in 1948 to finance a major 
part of investment through the aid counterpart 
funds, the Americans restricted it to a maxi¬ 
mum of one-sixth. Actually, the contribution 
of aid (the earlier relief plan and the Marshall 
Plan) to West German capital formation 
during 1948-52 was only 11.6 per cent. As 
a proportion of net fixed capital formation, 
the aid reached a peak of 17.5 per cent in 
the first half of 1950. but fell to 5 per cent 
only as domestic industry picked up. 

(d) Trade became freer as between the 
west Europeans, yet many barriers, tariff and 
non-tanff. remained. They all complained 
about the US, and Britain’s Conservative 
chancellor of the exchequer, R Butler, raised 
in 1952 the celebrated slogan, 'trade, not 
aid’; the US secretary of commerce responded 
sympathetically. As for West Germany, the 
“government criticised trade barriers 
wherever they stood in the way of German 
exports but maintained its own tiade barriers 
to protect German textile industry” (p 481). 

(e) The politics behind the Marshall Plan 
comes out in bold relief when one considers 
the half-hearted attempt to bring the USSR 
into its fold In deference to the wishes of 
west European governments “not to be 
rushed into a confrontation with the Soviet 
Union’, the Americans offered aid to 
Moscow “contingent on close co-operation 
and disclosure of detailed economic 
information and supervision of the 
participating economies by a European 
authority, [and] Molotov (the Soviet foreign 
minister] not unexpectedly rejected these 
conditions as an infringement on his 
country's sovereignty... the Marshall Plan 
became a watershed in the cold war” 
(pp 438-39). 

If Hardach is right, one cannot look at the 
Marshall Plan simply as a humanitarian 
gesture from the nch US to an impoverished 
Europe. The US had a vital political and 
military interest in helping west Europe to 
stand on its own legs as a counterweight to 
the Soviet ‘menace’. An economically weak 
or dependent Europe or West Germany could 
hardly play a major role in this context. The 
same consideration guided the US in 
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economies of Japan, South Korea and 
Taiwan. In his Marshall Lecture at 
Cambridge, Morishima (1982, p 161) 
remarked perceptively: after the Korean war. 
"the American government was driven by 
necessity to rebuild Japan as a bastion against 
Soviet Union and China. Furthermore, such 
a bastion had to be created extremely rapidly". 
It follows that American aid was not used 
as a lever to push the sale of Surplus' 
American goods to west European or east 
Asian allies. By contrast, the literature on 
aid to developing and transitional economies 
is replete with examples of the latter kind, 
and needs no further elaboration. 

Further, while trade was promoted through 
the Marshall Plan, there was no insistence 
on free trade. Not only West Germany, but 
also France, UK and others maintained 
protective barriers selectively. West Europe 
formed a Customs Union that led to faster 
industrial growth in member states and 
reduced competition from outside. 

Thirdly, although many US transnationals 
entered west Europe during or shortly after 
the Marshall Plan era, none of the European 
governments allowed indiscriminate 
takeover of domestic by foreign firms. On 
the contrary, domestic firms received 
enormous support from the state in 
innumerable ways. Last but not the least, 
toward the end of the Marshall Plan the 
European leaders were demanding, as seen 
above, not more aid or other capital flows, 
but greater openings in trade through a 
reduction in US trade barriers. 

II 

German Reunification 

Let me now pass on to German unification 
which should provide a laboratory test of 
the Sachs-Dornbusch proposition. The Bank 
for International Settlement, Basle, predicted 
in 1990: "the process of restructuring may 
be relatively fast and the cost of adjustment 
relatively low’ [BIS 1990: p 58]. The federal 
finance minister Theo Waigal refused, 
however, to commit himself on the costs 
of German unity, saying 'only a soothsayer 
or swindler can do so’. {Financial Times % 
May 21,1990). When the Treuhand (THA) 
was set upshortly after unification to privatise 
all state-owned factories, farms and real 
estate in the East, the sale proceeds, it was 
officially stated, would be high enough for 
"the GDR [to] pay for unification,... from 
[Its] own pocket" (Roesler 1994). 

After extensive consultation with the 
German authorities, the IMF published a 
report on the economic issues of unification 
in late 1990. [Lipschitz and McDonald 1990). 
Some of its forecasts and assumptions merit 
attention. 

(a) How much of East German industry 
would be viable after unification? Admitting 


that it is an 'imppsaMbte', «e*utton 
noted that 'most analysts' believed that 30 
per cent was already viable, another 30 per 
cent had the potential after restructuring, and 
40 per cent was beyond redemption (p 1). 

(b) Towards the end of 1990, the off- 
budget 'German Unity Fund* was created; 
total transfers from West to East Germany 
was envisaged at DM I IS billion during the 
quinquennium, 1990-94. (p 29). The authors, 
however, made two alternative forecasts 
given in the table. The more realistic Scenario 
B assumed that East German labour 
productivity in the year 2001 would be 80 
per cent of the West German level, while 
Scenario A equalised them. One can see that 
the fiscal transfer to East Germany in DM 
billion in 1990-94 was forecast at between 
299 and 402, depending on the Scenario, far 
exceeding the budget provisions earlier in 
the year. As for the GDP, the 1994 level was 
to have exceeded that of 1990 by 28-64 per 
cent, while the labour force (after a sharp 
fall in 1991) in 1994 was to be lower than 
the base level by 9-22 per cent. 

My own forecast [Chandra 1990] earlier 
in the same year and based on a far narrower 
range of data, was quite different except on 
one point, namely that 60-70 per cent of 
GDR industries were viable. Let me quote 
the last paragraph. It "appears from my 
undoubtedly incomplete analysis that: the 
conversion rate [between the two German 
currencies] of one-for-one in respect of 
earnings, is validated by the purchasing 
powerparity; the East Germans* accumulated 
savings need not cause any inflationary gap; 
a revamping of enterprise taxation 
accompanied by adequate bank loans could 
make most East German industries 
competitive; and lastly, despite a big 
reduction in revenue and a large increase in 
outlays due to unemployment, the East 
German budget need not run into deficit. 
Nevertheless, the western media forecast on 
massive subsidies by the FRG for the sake 
of German unity may well come true, not 
because of the inevitable collapse of the East 
German economy after reunification, but 
because of the greed of West German capital 
to push hastily through a programme of 
privatisation at bargain prices that will 
severely deplete the financial resources of 
East Germany; her budgetary income will 


- faSiitort of lfrgf efcfrioilture, 
population will depend on West German 
charity. However, in view of so many 
imponderables, it may be somewhat too 
early to write an epitaph over German 
socialism". 

Actually, the East German GDP fell by 
15.5 per cent in 1990, and another 29.1 per 
cent in 1991; despite recovery in the next 
couple of years, in 1993 it was still 30 per 
cent below the earlier peak and agricultural 
output was also 15 per cent lower. [ECE 
1994], Industrial decline was even more 
pronounced than in other parts of East Europe, 
and output in 1993 was a mere 36 per cent 
of the 1989 level. Indeed, if East Germany 
with 21 per cent of the total German 
population, contributed 15.2 per cent to 
industrial production in 1989, the share came 
down to just 5.1 per cent in 1993. Most 
disastrous has been the shearing of jobs in 
productive sectors; from 1989 to 1993 
employment in agriculture and forestry was 
slashed by 78 per cent, and by 57 per cent 
in mining, manufacturing and energy. [Hall 
and Ludwig 1994]. The eastern region had 
a total workforce of 9.75 million in 1989, 
which fell to 5.25 million four years later; 
allowing for significant migration to the 
western parts of the country, the trade unions 
estimate the actual job loss at 3.1 million 
till .1994, or nearly one-third of total 
employment in 1989, unparalleled in East 
Europe [Roesler 1994]. 

It appears strange at first sight that while 
GDP fell sharply, gross fixed investment 
went on rising at an impressive tempo, 
averaging 23.3 per cent per year during 
1990-92, and by another 12 per cent during 
the first half of 1993. [ECE 1994). Moreover, 
despite the free fall in output and 
employment, East German consumption 
levels improved significantly. This was made 
possible by colossal transfer payments from 
the federal government, amounting to 5 or 
6 per cent of overall German GDP, and 
exceeding by far the corresponding Marshall 
Plan figure of 2 per cent. [Rothschild 1993]. 
Of these transfers from the federal 
government, 55 per cent was utilised for 
consumption as well as consumer subsidies, 
financing as much as one-third of private 
consumption. Of the total transfer, another 
one-quarter went toward investment and 


Table: IMF Forest for East Germany, 1990-94 


• 

Scenario A 



Scenario B 

1990 

1991 

1992-94 

1990 

1991 

1992-94 

GDP* 


9.0 

14.5 


0.0 

8.5 

Labour force* 


-15.5 

2.5 


-23.0 

0.5 

Fiscal transfer 0 

95 

78 

42 

95 

94 

71 


(44) 

(34) 

(14) 

(44) 

(44) 

(28) 


* Annual growth rate. 0 In DM billion, annual or average annual. 

Figures in parentheses are percentages to GDP. 

Source: Lipschitz and MacDonald (eds) (1990). 
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related ft&taidta, leaving V |>er cent for 
‘other purposes'. The transfer payments 
during the two years, 1991 and 1992, have 
been estimated variously at between DM 
295-388 billion, which is several times higher 
than the IMP prognosis cited above, and 
amounted to 53*70 pef cent of the East 
German GDP. [Hall and Ludwig 1995]. 

The transfer payments skyrocketed owing 
to gross mismanagement by the THA. 
Initially, it expected that 70 per cent or more 
of the East's industrial capacity would be 
usable, with a minimum of retrenchment, 
and that privatisation would fetch a capital 
receipt of DM 600 billion. The units under 
the agency engaged 4.1 million workers or 
over two-fifths of the region's workforce in 
mid-1990. By 1994, production capacities 
in use in industries privatised or still under 
the THA, had plummeted to 20 per cent of 
the initial level, while just 34 per cent of 
workers were languishing in low productivity 
jobs, and the enterprises continued to make 
losses. Very little of fresh investments were 
made, worn out assets were not replaced, 
and there was an inadequacy even of working 
capital. Investment per worker in firms under 
the THA averaged just DM 12,900 in 1992- 
9.?, while those in privatised ex-THA firms 
were higher by 2.0-2.5 times, and new 
enterprises had an investment level per 
worker of DM 47,360 and DM 1,32,400 in 
those two years. Further, the THA piled up 
enormous losses in running the enterprises 
under it; as a percentage of sales, these 
amounted to 24 in mechanical engineering, 
32 in chemicals, 20 in each of the sectors, 
iron and steel, electronics and electrical 
engineering, and vehicles and ship-building, 
and 30 in textiles and clothing. Firms that 
were privatised fetched very little, since it 
was a buyers’ market confined to West 
German firms, often highly oligopolistic in 
nature. West Germans bought up 83 per cent 
of the assets of privatised firms, and 
accounted tor 84 per cent of investment 
guarantees, and 86 per cent of employment 
guarantees. For each job guaranteed, the 
buyers received generous discounts on the 
purchase price of assets, ranging from DM 
10,000 near Berlin to DM 80,000 near the 
Polish border, and DM 2,50,000 in 
microelectronics. But monitoring (and 
penalties for default) of the investment or 
job guarantees was far from adequate. 
Moreover, the THA had no scheme for 
management buyout (MBO) of an enterprise. 
The actual buyers were interested primarily 
in gaining an entry into the eastern market, 
turned the full-fledged factories into branch 
plants, and pared down the workforce to a 
meagre 10 per cent in some cases, violating 
their written commitment to the THA. 
Inevitably, there were strong protests in both 
parts of Germany, especially in the east, 
where the workers took to the streets. As a 
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through restructuring, “were taken off the 
privatisation list; for instance, 80 per cent 
of the assets of Carl Zeiss, Jena (famous in 
cameras and opticals) is administered by the 
state.of Thuringia. Thus the bid to privatise 
succeeded only for small and medium firms, 
leaving the THA with an accumulated debt 
of DM 250billion at the end of 1994 [Priewe 
1993, Roesler 1994, ECE1994, Hall Ludwig 
1995]. 

So far, the East Germans as consumers are 
better off; but living on unemployment 
benefits with dim prospects of finding a job 
has put the population under considerable 
psychological stress, resulting in a higher 
rate -of mortality as well as morbidity; in 
1988 total births exceeded deaths by a small 
margin of 2,633; in 1989 the situation was 
reversed with a gap of6,789, which increased 
to 94,658 in 1991 and 100,053 is 1992. [Hall 
and Ludwig 1995]. According to the highly 
respected German Institute of Economic 
Research [cited in Hall and Ludwig 1994], 
‘the likelihood is large that for a long time 
East Germany will remain a weakly 
developed economic region'. As for the R 
and D personnel, out of a total of 18,000 
in 1989, only 2,000 would continue in 1996, 
and few of them have facilities for advanced 
research. On the other hand, the benefits to 
West German capitalists appear to be 
substantial. The high costs of unification, 
aggravating the fiscal crisis, are borne by the 
ordinary tax payers, leading to strong 
resentment among workers and Social 
Democrats against the whole gamut of 
unification policies. 

What remains of German unification as 
a ‘model’ of transition? It has been very 
different from the Marshall Plan insofar as 
East German industry and agriculture has 
been badly disrupted, and the labour force, 
especially the skilled part of it, almost 
decimated. Thanks to the high transfer 
payments, the federal budget is under severe 
strain, and the German economy is in a 
prolonged recession with one of the highest 
rates of unemployment in West Europe. 

, Whether such transfers can continue without 
undermining the fabric of Germany's post¬ 
war ‘social market economy’ with a very 
high level of welfare expenditure, is open 
to doubt. Already, there are serious 
discussions inGemiany, backed by ‘experts' 
from multilateral agencies, about the need 
to curb such expenditure. 

Returning to the forecasts, the IMF never 
hinted at the possibility of a protracted 
downswing in the regional economy 
accompanied by a drastic fall in employment, 
leading to an excessive dependence of the 
population on charity; but I had predicted 
it. As for German socialism, despite the 
triumphalism of capitalist ideologues, I Still 
believe that the last word has not been said. 


1996 


in ' ; 

Lessons for Transitional Economies 

The German model of transition is, 
politically or economically, hors propos for 
east Europe as well as Russia. There is no 
political compulsion for G*7 countries to 
make transfer payment approximating 50 
per cent of the GDP in these countries. Were 
the leaders suddenly overtaken by a 
humanitarian impulse, they would find their 
coffers empty; after all every western 
government is finding it difficult to balance 
its budget. Even if, in some miraculous way, 
they managed to find resources for a few 
years, the aid could easily be discontinued 
with a change in government in the recipient 
country or in a major donor country. That 
cannot happen to East Germans who are part 
of the electorate; but the east Europeans or 
Russians cannot vote in American or west 
European elections. 

After so many ifs, let it be supposed that 
the G-7 did offer massive subsidies for a 
while. Would the recipients benefit? In that 
case, the recipient governments might be 
compelled to hand over all state properties 
to an agency like the German THA - this 
time under the joint control of donor nations. 
Following the East German pattern, the 
economics of the recipient countries would 
be shattered even more than under the present 
IMF-style stabilisation plans. Once the aid 
stops, the natioas would be totall y pauperised. 

Does east Europe or Russia need large 
amounts of western aid? At the moment of 
transition, food consumption levels were 
more than adequate. Only a small part of the 
actual food ‘aid’ given to Russia in the early 
1990s consisted of staples, the rest being 
products with a high income elasticity that 
benefited the local elites and western 
suppliers. Nor did these countries need 
western raw materials as these were and are 
available in plenty from the ex-USSR. Like 
West Germany around 1950, all these 
countries had an abundance of skilled 
manpower. What they lacked most was access 
to selected western technologies in critical 
areas and, above all, markets in the west for 
their manufactures - ‘trade, not aid'. Of 
course, a thorough restructuring of the debi¬ 
litating planning system within these count¬ 
ries was a sine qua non\ but that is another 
subject altogether. As the Chinese experience 
allows, the system was not immutable. 

Blanchard et al (1993:34-35) have 
forcefully formulated a proposal to utilise 
aid funds for the promotion of Russian 
exports. “Some of the funds need of course 
to be used for infrastructure projects and the 
promotion of public goods such as 
information. For example, there needs to be 
a major drive for promoting exports of 
Russian manufactures, if a tragedy is to be 
avoided in many industrial centres. The 
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Russian domestic market will be subdued, 
but many Russian goods are potentially 
supercompetitive in world markets... Russia 
has already many excellent products... No 
one buys them [abroad] because no one 
knows they are there... Aid money used to 
promote Russian exports has great leverage.” 

1 find the proposal quite naive, in view 
of the persistent discrimination against 
Soviet, and now Russian, exports of manu¬ 
factures. According to the IMF (1993:41), 
one reason why exports did not improve in 
1992 was "the continuation of various 
restrictions imposed by other countries on 
Russian exports of, inter alia, uranium, steel, 
textiles and hi-tech goods”. Poland, 
Czechoslovakia and Hungary faced till 1991 
(i e, two full years after the fall of the Berlin 
wall), according to Mastropasqua and Rolli 
(1994), stil'fer tariff and non-tariff barriers 
than other GATT members, against their 
export to the west, especially in sectors of 
their comparative advantage. The 
Association Agreement of these three 
countries with the European Community 
(EC) signed in December 1991 is not likely 
to have an impact on their export until 1996 
when'their combined exports may rise by 
$ 577 million: in the sensitive’ sectors like 
agriculture, chemicals, steel, textile, and 
garment the quotas will be phased out more 
slowly. Nevertheless, these additional exports 
from 1996. annualised at 4-6 per cent discount 
rates, would amount to 10-16 per cent of 
their combined debt stock. Hence the 
agreement was beneficial for these countries. 
The benefits would be largerif foreign capital 
entered more freely and promoted export 
from the region. I agree that these countries 
could supply components and intermediates 
through subsidiaries of transnationals located 
inside. But how much of net foreign exchange 
would that generate given that southern 
Europe and Turkey (with low wages) also 
enjoy similar or closer ties with the EC7 
Against the additional export from 1996, by 
how much more would the three countries’ 
import go up, whether due to the import 
content of export (e g, fabrics for garments) 
or easier access by west European firms to 
their domestic markets? The authors do not 
shed any light on these issues. Hence their 
conclusion about the potential benefits of 
the Association Agreement is open to doubt. 

The Indo-Russian agreement on cryogenic 
rocket engines with significant export 
prospects was torpedoed by the Americans, 
invoking the MTCR. Presidents and prime 
ministers of leading industrial nations arc 
increasingly visiting developing country 
capitals in search of export markets. Even 
the German government has done very little 
to foster industries in its eastern backyard. 
Can one seriously expect German or French 
or American aid funds to boost the 
'potentially supercompetitive* manufactures 


exports tom Russia! nto their own countries? 
If so, why are they unwilling even to remove 
the existing restrictions from the cold war 
days? On the other hand, Russia’s recent 
plan to restrict import of textiles and clothing 
may trigger off a ’textile war’ with the Euro¬ 
pean Community; the latter has fixed a quota 
of 100 million Ecu for Russian exports, 
while Russia imports five times as much 
(Finansovye izvestiya , February 8,1996, p I). 

More startling is the explicitly political 
thesis of Sachs (1995). The state authority 
in Russia is weak, what with rampant cor¬ 
ruption, nepotism, mafiadom, regionalism, 
and so on; the central government (read 
Yeltsin) could be strengthened with larger 
aid flows. As the revelations in Italy over 
the past couple of years show beyond any 
doubt, the mafia cannot survive without 
patronage from the highest echelons in 
government. 

The situation in Russia may be worse than 
in Italy. Capital flight per year is estimated 
at $ 20 billion or more in the last couple of 
years (Finansovye izvestiya, February 16, 
1996, p I). Referring to the ’shadow* or 
black economy, Mel’nikov, a director at the 
Russian Central Bank, apparently stated in 
a confidential cable to the US state 
department: "Much of the money was used 
for illegal purposes, including narcotics... 
Russian organised crime now controls 
between 50 and 80 per cent of the country’s 
banks, and has turned Russia into one of the 
world’s major money laundering centres... 
it appears that at least a part of the / Russian ] 
federal government sees nothing wrong with 
it” (The Economic Times , January 1, 1996, 
p 26, emphasis added). I may briefly mention 
that capital inflows into Russia from all 
sources aggregated $ 124 billion in 1990-94, 
and her external hard currency debts 
increased from $ 59-91 billion over these 
years [ECE 1995]. Thus capital flight of late 
is more or less equal to the legal inflow of 
capital per year. 

Hence in all probability, as is widely 
believed in Russia and by hard-headed 
western politicians and economists, 
additional aid funds would serve hardly any 
purpose except to enable the Russian 
government to hand out more doles and win 
at most ephemeral popular support; through 
devious channels most of the aid funds will 
eventually be siphoned off into Swiss banks 
or other investments by corrupt Russians. 

I conclude as follows. 

(a) The Marshall Plan for west Europe and 
the current Fund-Bank policy of stabilisation 
and adjustment are diametrically opposite in 
spirit and content, and hence mutually 
exclusive. 

(b) The ex-GDR region received Federal 
German aid that was several times greater 
in relation to its GDP than what West 
Germany did under the Marshall Plan. But 


the former’s economy is in mins with 
unprecedented fall in employment. Yet the 
consumption level of the population may 
have gone up thanks to enormous doles. 

(c) Neither east Europe nor Russia needed 
any ’aid’ at the point of transition. 

(d) In the case of Russia the aid flows 
encouraged, directly or indirectly, a roughly 
equal amount of capital flight and the new 
economic system is excessively criminalised. 
Larger aid in its present form will only 
strengthen these retrogressive forces. 
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PERSPECTIVES 


The Impossible Subject 

Caste and the Gendered Body 

Susie Tharu 


Through a close reading of two contemporary short stories, which 
feature widow as the main protagonist, the article attempts to unravel 
two contesting forces in feminism today. In Gita Hariharan s story 
ascetic excesses cf 19th century ritual brahminism and puritanical 
disciplining of Nehruvian era are repudiated by robust consumerism of 
widowed brahmin grandmother. While Baburao Bagul's story underlines 
the plight of dalit family members unable to achieve subjecthood due to 
constant annihilation of their being by deprivation and emasculation. 


I 


Your funeral is also part of your life as a 
living man. 

NO reader familiar with the canonical texts 
of modem Indian literatures needs to be told 
how large the figure of the Hindu widow 
looms there, and in what unexpected places 
it makes an appearance. Indeed - and I 
discovered this to my surprise while working 
on Women Writing in India - from about 
the middle of the 19th century onwards this 
figure has held a more-or-less centre-stage 
position in the national imagery. It could 
be argued, and I am going to do so, that 
when a writer features a widow as 
protagonist he or she is, consciously or 
unconsciously, making an intervention in 
a debate centred on this figure; a debate 
whose history is a history of Indian humanism 
and its intimate yet troubled relationship 
with Indian feminism. It is only when we 
frame widow-narratives in this way that 
other crucial dimensions of the genre 
become apparent. The widow is a figure 
whose very life is marked by a specific 
death. She is ' vidhava ’ - without husband - 
and consequently in need not only of public 
protection, but also of regulation, 
governance. Widow stories therefore are 
invariably also subtly modulated historical 
engagements with questions of govem- 
mentality and citizenship. 

A close reading of two contemporary short 
stories that feature the widow as protagonist 
provide the basis for this article on gender, 
caste and citizenship. The figure provides 
one story with its title; ‘Mother*. This widow 
is a young woman. In the other she is a visitor 
from three generations ago, a great¬ 
grandmother. Both stories devolve around 
the widow's relationship with a younger 
person in the family. Death is thematic. The 
questions raised therefore are of reproduction 
and inheritance - of life itself and the 
possibilities of its continuity. 


I will begin with the more recent story, 
Gita Hariharan's ‘The Remains of the Feast' 
taken from her 1992 collection. The Art of 
Dying , because it is a story about a brahmin 
widow. After all, when one thinks of a 
widow, one thinks of a Hindu widow, and 
when one says Hindu widow, in the last 
century no more than now, one means 
brahmin widow. 

The story, very briefly, is about a brahmin 
woman who was widowed young and has 
lived the prescribed life of austerity. She has 
outlived her only son and his wife, and is 
now with her grandson, a retired bureaucrat, 
his wife, and their medical-student daughter. 
Suddenly at 90 when she is dying of cancer, 
a new life bursts forth in a hitherto controlled 
appetite that declares its scandalous self. It 
desires everything that it has been forbidden: 
cakes with eggs in them, from the Christian 
shop with a Muslim cook, coca-cola laced 
with the delicious delight that it might be 
alcoholic, bhel-puri from the fly-infested 
bazaar, possibly touched by untouchable 
hands, tweezed eyebrows, shaven legs; and 
finally, in the flourish of death, a sari of 
bridal red. Years of deprivation pale into 
insignificance against the grandeur of this 
feast in which the flesh reasserts its primal 
authority. Hariharan*s plot is minimal; the 
pleasure of the tale invested in the dry, ironic 
tone and in the tension set up between 
narrative and narratorial accounts. The story 
is a finely-etched and mischievously-framed 
cameo. It presents itself as that - a jewel in 
a minor genre, to be enjoyed in passing. In 
that sense, the seriousness with which I 
approach and stay with this text is a 
misreading. Yet, to my mind it is precisely 
the apparent lightness of this text, the ease 
with which the reader passes over its objects, 
the understatement and non-violence with 


which the authorial voice can affirm its 
common sense, its logic, its taste, it is 
precisely these that mark the story out as a 
significant text of our time. 

In some ways the widow in this story is 
the costumed, 19th century subject of the 
colonial social reform movements. Her head 
is tonsured, she wears white cotton, eats only 
the prescribed daily meal of non-heating 
foods and lives as an appendage in a 
household organised around its active 
'householder' subjects. But unlike her 
predecessor, this widow is not the victim of 
a cruel and superstitious society. Far from 
it. She is a being with a joyous, child-like 
relationship to her body which is the secret 
of her health, her self-sufficiency, her 
longevity - perhaps also because she has 
escaped the government of the post- 
independence socialist decades. Her resilient 
embodiment is the basis of her primitive, 
enduring personhood, and her irrepressible 
force as subject-agent. With it she survives 
the 20th century, quiet, but undefeated. 
Literally of course, and also - as we shall 
find - politically. Hersisabody-personhood 
that exceeds discipline (she makes farting 
a musical event, she laughs indecorously, 
her body odours rampage through the house 
and survive even her death). This body- 
person has a native wit that can play social 
injunction off against social injunction like 
a fish in post-structuralist water (caste-gender 
taboos as well a? the secular norms of middle 
class propriety arc forced to move aside 
when the demand is the gratification of a 
desire expressed in the face of death) and 
laugh subversive!y in the very face of 
authorities that would control her. This is 
a body-person that can compel the reiteration 
essential to its maintenance. As a result, 
while two intervening (Nehruvian?) 
generations may have lost touch with this 
strength which displays itself, heightened 
and stylised like an art-work, in the dying 
woman's grossly irreverent appetite, the 
great-granddaughter has the ability to 
recognise the appetite for what it is - and 
affirm/indulge it, despite the disapproval of 
her proper middle class parents. It is the 
great-grand daughter who smuggles in 
tabooed goodies and finally even makes an 
attempt to draw the most sacred of traditional 
rites - the funeral - into the old woman's 
new life by draping the body in red silk. She 
is also the fictional narrator. 

Positioned as mirror-image to the 
narratorial mediation in this neatly structured 
story is another mediation - that of the great¬ 
grandmother' s desires, which function as a 
lens through which the young woman's own 
more contemporary appetites and 
deprivations come into focus and may be 
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recognised for whet they actually are. A 
medical student who niust live up to her gold 
medal, she pores over her books late into 
the night. She experiments with the options 
open to the modem woman: ‘greedily* she 
flips through the ‘new-smelling’ pages of 
her ‘hard-bound* anatomy book. But she can 
feel it is not there, or as ‘a big doctor- 
madam* that she will find satisfaction. The 
illustrations in the medical text reduce the 
body to lurid colour-coded parts, all labelled 
and numbered. These pleasures and their 
promised futures are no match for the nights 
she has spent in the soft warmth of her grand¬ 
mother* s bed, surrounded by the ‘safe, fami¬ 
liar. musty, smell* of the old woman’s flesh. 

The body that Hariharan’s story affirms, 
firms, re-firms in its citation is ‘a solid, 
reliable thing... a wonderful, resilient 
machine* (p 10). Nothing seems to have the 
power to corrode it - neither the violence of 
a tradition that decrees asceticism and denial, 
nor that of a modernity which would 
discipline it in other, multi-coloured yet no- 
less-ascetic, terms. The canonical authority 
of this body, the stigmata that proclaims its 
sainthood however minor and secular- 
modem that may be, lies in its ability to 
survive and to re-surface, and in its power 
to effect reiteration across generations and 
across a social map that includes the young 
narrator, the author and the reader, a social 
map that is also a map of a new India. 

I began this discussion by saying that ‘The 
Remains of the Feast’, can be read as an 
intervention in a long-standing debate in 
Indian feminism; indeed that the flaunting 
of the Hindu-widow protagonist suggests 
that the author herself might well regard it 
as a statement of that kind. But what exactly 
is the feminist statement that the story makes? 
To the extent that the body that is re-affirmed 
in the narrative is only incidentally a female 
body, it is also a feminist body. Let me 
explain. The narrative does not present 
widowhood, and the paraphernalia of ritual 
and taboo that attends it, as gender 
oppression. The enemy here is not patriarchy, 
but a social world that fails to sustain the 
spirit. The victim is fleshly nature itself, not 
women. The fact that both the characters 
happen to be female, or that they belong to 
separate historical times, seems incidental 
to the main thrust of the narrative which 
asserts the claim of a natural appetite for life 
, - be it male or female - against an order 
which seeks to deprive or discipline it. All 
the same, to take for granted the equality of 
male and female so completely as to assume 
that the universal body may be represented 
by the female as adequately as the male is, 
I submit, a feminist stance, as is the old 
woman's rebellion and her bid for liberation 
and fulfilment. However - and this is a 
consequence of its particular feminism - it 
is also a stance whose impatience towards 
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historical and actually existing Indian 
feminism (an excess given the resilience of 
embodied humanity) is evident in the 
structure of the plot as much as in the narrative 
tone. Thus, while the suffering and the 
degradation of the Hindu widow (sati, 
incarceration, tonsure, the prohibition of re¬ 
marriage, the denial of her sexuality) were 
issues that provided the 19th century social 
reform movements with their mobilising 
force and in fact shaped their feminism, in 
this story all that, and indeed widowhood 
itself, becomes unimportant. We encounter 
the familiar shaven-headed figure, but search 
as we will for the pain that roused protest, 
we will not find it since the victim-widow 
has been replaced by a body whose robust 
appetite and Rabelaisian humour is a capable 
substitute for feminist struggle, then and 
now. Its good sense is one that can resist 
both the follies of tradition and the 
enthusiasms of modernity more effectively 
than a hundred and fifty years of feminist 
fanaticism has managed to do. 

There are crucial differences that mark off 
the embodied individual of Hariharan’ s story 
from the ascetic, even anti-consumcrist 
widow-figures that emerged in the early 
years of the 20th century with the swadeshi 
movement and found a new stint of life a 
couple of decades later in Gandhian 
nationalism. These strong, self-reliant figures 
were emblematic of a culture and society 
capable of effective counterpoint to colonial 
ideologies and western notions of the good 
society. There is much, however that they 
share, including the fact that for these figures 
too reform was largely irrelevant. 

I turn to the caste politics of this text. It 
is singularly easy to forget that the feminist 
salience of the story is based on the fact that 
its protagonist is not just a Hindu widow but 
a brahmin widow. Her upper-caste status 
comes into play in a variety of ways. The 
family own, and continue to own, property 
in the village which they now manage from 
the city. For two generations they have been 
part of Indian officialdom, the new brahmins 
who also have a stranglehold on the 
professions - the old woman's son was an 
administrator, the grandson an accountant. 
The great-granddaughter is studying to be 
a doctor. The desires and appetites that drive 
the plot are structured by the proscriptions 
that govern a brahmin widow’s life. In this 
story those predictable hungers are updated 
to include others excited by the more modem 
pruderies of a colonial middle class (alcohol, 
street food, body noises, make-up, female 
desire) that transform the lot into a metaphor 
for human appetites, whetted perhaps by 
denial, but simple human appetites all the 
same. The family is exemplary in its 
modernity. They practice nothing that can 
be called serious discrimination based on 
caste or gender. The prescriptions of the law 


are not forced onto the widow; rather, her 
traditional life in the household signifies the 
scope of an Indian modernity that can 
accommodate tradition without 
compromising its humanism. When the old 
woman is about to die, they call the doctor, 
not the priest. There appears to have been 
no opposition to the young woman studying 
medicine. In fact there is such a close fit 
between tradition and modernity, 
brahminism and secularism, that they signal 
a natural continuity in the new and altogether 
persuasive frame that the narrative sets up. 
The initial terms in both pairs are designated 
as unnatural and as excesses - whether they 
be the excesses of ritual proscriptions, 
secular-modern ambitions (including 
feminist ones) - which then become the lack 
or the disorder that drives the narrative. 

Theoretically the question of caste is 
figured into the argument of this story in two 
distinct, but related ways. First, and perhaps 
most important, it makes an appearance as 
the caste system and not as caste 
discrimination, oppression or expropriation. 
The older woman can therefore break the 
hold of caste (which is by now residual, a 
frail psychological object) by consuming 
the proscribed foods. Fit (and indeed only) 
agent for this revolution in brahminism is 
the modernising brahmin herself. Secondly, 
the transition from brahminism-tradition to 
secularism-modernity seems so smooth that 
there is no reason to presume any substantial 
conflict there. If the task of the mid-20th 
century avant-garde was the shaping of a 
modernity that would select the best from 
tradition and maintain India's distinct cultural 
genius as it moved into a scientific future, 
what seems to be required now is the setting 
up of a third category, premised on embodied 
nature and political moderation, that must 
repudiate the ascetic excesses of ritual 
brahminism as well as those of a puritanical, 
work/production-oriented spirit of national 
capital. 1 do not think it is insignificant, that 
the late-capitalist, fund-bank widow 
consumes her way to freedom. 

If we push beyond the self-deprecating 
gestures with which the story presents itself 
we are confronted with a cultural politics 
seriously engaged in the making of a new 
moment in the genealogy of the Indian citizen 
as agent-self and as humanist individual. It 
is a moment in whiqh, a citizen-subject 
beleaguered by the challenges to its authority 
that have arisen from the struggles of dalit- 
bahujans, feminists, socialists and a host of 
others, and drawn by the offer of equality 
that is held out by a global (free market) 
liberalism, re-notates those struggles to 
enable their absorption into its body. As it 
re-casts the grievances of women and of 
dalits to present itself as answer, it renders 
their historical and present-day struggles 
redundant. The reverse effect is the more 
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significant one: what surfaces in this story 
as a feisty and irrepressible nature is in fact 
a body meticulously fashioned as response 
to movements that threaten its identity’ and 
its interests. 

To what extent has this embodied and 
agentive self - or a very similar one - also 
been the body-self unwittingly affirmed and 
renewed by historical feminism? What does 
that norming cost the feminist movement? 
How might it affect possibilities of egalitarian 
and democratic alliance or initiative? These 
are chastening questions and ones that we 
might learn how to ask as we find our way 
through the second text I want to discuss: 
Baburao Bagul’s 1969 story about a dalit 
widow. Not, however, before observing that 
the brahminical-modemist formation of the 
citizen-self may be one reason why it has 
taken me a quarter of a century to learn how 
to read the feminism of this dalit story. 

II 

‘Not a single dalit woman is either happy 

or contented from the heart. She is always 

worried .' 

The mandatory summary to begin with. 
This is a difficult task because unlike a well- 
made short story which is pared down to a 
single focus, the plot here is layered like that 
of a novel anc* is bustling with character and 
event. The time-span of the story has a 
classical brevity (one evening, seven pages), 
yet the narrative is structured as a series of 
episodes that cut from location to location, 
flashback from the immediate present to the 
recent and the more distant past, and shift 
focus from the private world of the subject- 
self to the outer world of power. 1 think the 
only possibility might be to risk brutalisation 
of the structuring of time in Bagul’s narrative 
and present a chronology of events. I hope 
that the scope and texture of the story can 
be regained, partially at least, in the 
discussion. 

Sometime before he was bom, Pandu's 
mother and father leave their village and 
come to the city after the father, in a fit of 
jealous anxiety, 'almost kills his brother 
with an axe.’ Things are only worse in the 
city. The mother has to work all day at 
construction sites to feed the family and pay 
for milk and medicines. Her husband, drunk 
and tubercular, is too weak and overwrought 
with resentment and suspicion of his wife 
to find work himself. The sexual tension 
between them builds up and spills out into 
their already tense world in which abuse and 
attack are the everyday texture of life, not 
only for them but for everyone. He accuses 
her of selling herself for favours, tries 
repeatedly to deface her, makes an attempt 
to brand her body with hot tongs; she turns 
on his dying body in vengeance demanding 
her 'conjugal rights,' hoping to hasten his 
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death. When he dies, she feels she has killed 
him. Ten years elapse. She has continued 
to work, resisting, for her son's sake, the 
advances of several men. despite desperate 
need for the material benefit that would 
accrue. Pandu is at school, but he is miserable. 
He never smiles, never responds, either to 
the teacher or to the taunts of other children. 
His body, Bagul writes, is lead. One evening, 
back from a usual schoolday of attack and 
abuse, sitting alone in his empty hovel waiting 
for his mother, hungry yet unable to stomach 
the cold gruel left for him on the hearth, the 
small changes in their everyday life begin 
to 'make sense' to him. He reads them, 
indeed reads himself in them: new Diwali 
clothes, a new tilt of his mother’s head, a 
new drape to her clothes, a fresh intensity 
to the taunts at school and on the street. His 
mother is a whore. He the son of a.... When 
she returns from work, braving that day as 
everyday the sexual attacks and the moral 
reprobations of the street through which she 
must walk to reach the relative safety of her 
home, Pandu turns on her the full force of 
his pain and resentment. He shouts at her 
and runs out of the house. 1 quote: 

The room now seemed to her like the 
cremation grounds.. ..She heard the sound of 
the dogs in the distance, and thinking he had 
come back, joyfully opened the door. 
'Come son. forgive this old sinner.' 

The door opened and the overseer stood in 
the doorway. His massive frame seemed to 
dwarf everything else in the room. 
‘What’s happened? Why do you look so 
scared? You are sweating ' He hugged her, 
pretended to wipe the sweat off her face, and 
started caressing her arms and her breasts. 
She slowly responded, and out of the hunger 
of the past 10 years of widowhood flared 
an uncontrollable desire. And that was why 
she failed to hear the timid knock at the door, 
the faint, hesitant cry. ‘Mother!’ He saw 
them, his mother and the towering figure of 
the overseer in a tight embrace. His last 
hopes seemed to crash about his head; 
broken-hearted, he wildly rushed towards 
the door. She saw him then, strained after 
him, calling his name, but the overseer, 
already blinded with lust, refused to let her 
go; he was pulling her into the room with 
his strong brown arms. Pandu was running 
away at great speed; his fast falling tears had 
almost blinded him, the stray dogs ran at his 
heels, snapped at him and now he was 
screaming, shouting with terror, afraid of 
the dogs.... 

She was trying desperately to escape from 
the bear-like hug of the overseer. But like 
a person stuck fast in the quagmire, she 
found release impossible.... 

A summary of this kind necessarily scants 
detail and structure. It also excludes from 
its scope one of the most stunning aspects 
of the story - what 1 will call, following 
Walter Benjamin, a ‘linguistic air’. A few 
comments on this air. For those normed by 


its procedures, the everyday use of language 
assumes, indeed can assume, a fit so close 
between the sign and its referent that the 
referent saturates the domain of signification. 
In 'The Task of the Translator', Benjamin 
refers to this mode in which language is used 
as the linguistic air, arguing that translation 
rises to (but exists in/has the bearing 
of) a higher and purer linguistic air than the 
original, since a translation is concerned less 
with the transfer of meaning or information 
and more with essaying a mode of 
signification. The linguistic air in Baburao 
Bagul’s story is related to that of i 
benjaminian translation, though it is n 
identical. The linguistic air of a translation 
draws attention to the signifying system that 
is another culture. In the nether world of 
Bagul ’ s story, on the other side of the border 
in which sign and referent have a natural fit, 
language does not just thcmaiise another 
process/mode of signification. In that air 
reality is self-evidently an effect of the 
symbolic whose logic is apparent 
everywhere. Signification is a full-scale 
materialising and de-matenalising force. 
Events, bodies, persons, objects and selves 
afe signs that have to be cautiously 
investigated and deciphered if they are to 
make sense. 

In this linguistic air, which is as much the 
air of real life as it is of the art work, bodies 
are so wayward that they must be branded; 
tuberculosis is a caste-mark, memory an 
aspect of present time and public location: 
it rushes in from the world to habilitate a 
personal past; a body-subject whose ‘life' 
is not affirmed by another spirals rapidly 
back into insignificance. There can be no 
leisure in this world that must move to the 
busy beat of an elsewhere, no time for pause, 
no occasion for consolidation for reader or 
story-teller. Nothing holds, nothing stands 
still, nothing may be taken for granted. It 
is the symbolic that gives birth to subjects, 
and tempts their dreams with agency while 
it watches ceremoniously over their many 
and rapid deaths. A single death would indeed 
be a comfort. 

In addition, the subject in this nether world 
is not ‘impossible' simply because agency 
is an effect of discipline, or because it is in- 
proccss, or because it is not affirmed in 
citation-reiteration, or indeed because one 
and one can never actually make a One, an 
integral whole, and there is always a 
remainder. It is impossible because it is 
constantly annihilated. 

Gita Hariharan's widow-story is about the 
assertion of life that makes death itself a sort 
of fruition, a celebratory feast. ‘Mother* 
could well be read as the drama of life and 
death in the scene of the untouchable family. 
The narrative turns us into witnesses as 
mother, son, husband, wife, lover, suitor, 
man, woman and child give birth, one to 
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another, and die, kill, desire or imagine the 
death of the other in a series of overlapping 
acts of affirmation and denial. Indeed the 
story opens with a longish account of one 
such coming-to-life and its death. Normally 
indifferent and listless, 'backward' children 
thrill to 'a new joy of being' as they listen 
to a teacher read out a poem about a mother 
who is a river of life, a Vaisalya Sindhu. The 
poem 'transports’ them into another realm 
and their “muddy faces sh[i]ne with a strange 
wonder" as they smile "happily through 
their unkempt hair". Enabled by the poem 
to map those mythic proportions onto 
memories of his own mother, the young 
protagonist, Pandu, magically comes to life 
as 'a child'. A body, stooped with the load 
of his living, straightens into normality. It 
returns to him, rather, it returns him to 
himself: he wants to shout, to wave his arms 
about in joy. The new propriety also finds 
this untouchable housing in a community: 
"the hostility he usually felt towards his 
classmates abated somewhat. He sat watching 
them at play and a benign smile slowly came 
to his face". 

Sealing the contract of reconciliation 
between secured self and habitable world is 
the high point of Pandu's new-found 
happiness and vitality: the assertion of his 
own ability to exclude another. 'Snotnose'; 
he and Lakhu shout out at another boy in 
spontaneous consolidation of their exuberant 
togetherness. The poem he listens to in class 
literally has the power to inspire Pandu. It 
breathes him into brief life as son, as child 
and as 'touchable' member of a community. 
It gives him a mother But the imaginary 
interpellation is hardly bom before its life 
is snuffed out by another more compelling 
one: "Don’t touch Pandu, any of you. My 
mother says his mother..." Kishan's yell and 
the laughter it elicits from the class drains 
Pandu of life: he slowly returns to his seat 
and sits down woodenly’. 

It is a double murder this - of child and 
mother and - one that will be insistently 
re-enacted, elaborated and related to other 
dramas of life and death in the story. The 
domain of the symbolic sustains all life and 
demands merciless maintenance of its 
extraditions and death sentences of which 
there are many kinds. There are those 
rehearsed in the desperate masquerades that 
play at and endorse power in the very face 
of powerlessness (Bhaga the school-rowdy, 
Dagdu his community role model, the jealous 
husband, the sexually-demanding wife.) 
Thus, 

Bhaga pul up his shirt collar...like a street 

rowdy, squared his lips and told Pandu. 

"You bloody pimp. Just come out. I'm going 

to murder you". He removed a rusty old 

blade from his note book and threateningly 

placed it at Pandu’s throat. 

More characteristic of this world, however. 


are the real murders, not these make-believe 
ones. Those involve the actual or desired 
elimination of a killer(s) and are posthumous 
acts of self-defence in which a murdered 
person must kill in order that he or she may 
live again. Thus, orphaned by Kishan's 
remarks, Pandu feels a "demonic, murderous 
rage rising within him. He could have killed 
them, murdered them all in cold blood. It 
was good to think of them lying together 
in a pool of blood." Walking back from 
school that evening Pandu encounters a 
drunken Dagdu. He is scared, but when 
Dagdu, jealous and depressed, insults his 
mother, Pandu loses "his childlike feelings 
as the murderous fires continued to haunt 
him; he felt like hurling a heavy rock at 
Dagdu’s swaying, retreating form and his 
mind's eye was luridly coloured by the 
spraying blood that he imagined would gush 
out of Dagdu’s head." 

Structurally analogous to the many deaths, 
murders, births and re-births that constitute 
Pandu’s life, is the coming-to-life and new 
death of Pandu’s mother, the murder she 
commits, the ones she dreams of committing, 
the ones committed on her. For a mah in this 
world, a wife’s youth or her beauty are not 
sources of joy but of anxiety and 
emasculation. Beauty is the property mark 
of the world across the border, a branding. 
A beautiful woman is one who has been 
picked out by its laws, one whose life is held 
by its designs and its assumptions. To make 
a beautiful woman his wife, to hold her in 
that esteemed position and thereby to affirm 
his own proper masculinity, his status as 
husband, a man must erase those marks 
which are also the marks of his emasculation, 
his dispossession, the impossibility of 
personhood. Pandu's father's blows, 
therefore, were always aimed at destroying 
[his wife’s] full-blown beauty. He hoped she 
would lose a lot of blood, become lame, 
deformed, ugly and so in spite of his ebbing 
strength, he would aim at her face, nose, 
head, eyes. Then he threatened to kill her 
when she was asleep. He blamed her entirely 
for his disease, his failing strength, his 
joblessness. 

For similar reasons, he would rather "die, 
allow this child to die", than let his brother, 
who looks at his wife with 'lust in his eyes’ 
anywhere near them. For Pandu's father, 
this brother is the most dreaded of minors, 
one into which he cannot bear to look, for 
he sees there the image of his own utter 
degradation/death in one who is his own 
flesh and blood. To survive he must break 
that mirror - kill, even his brother. 

For the woman who is Pandu's mother, 
the memories that haunt are those of the 
"most degrading act of the day" when her 
husband would strip her and scrupulously 
check out her body and its clothing for marks 
of her infidelity. The break point comes 


when she wakes up one night to find him 
heating tongs to brand her body, to marie it 
indelibly, to bum into it the sign oif his 
possession. It will be a marie of power, 
indeed of patriarchal power, but it is at the 
same time a mark of his desperation. It is 
she now who turns to the kill. She will 
demand - and like the demands that he 
makes on her, this too is an excessive, 
impossible demand for his failing tubercular 
body - she will demand that he husband her, 
and in the process push him into death. She 
will want to murder her son too when she 
recognises in his eyes the 'same dark 
suspicion' she has seen before - in the eyes 
of his Liher. 

Like Pandu, who momentarily comes alive 
in the promise of the poem, she too glimmers 
into brief life in the arms of the overseer at 
the construction site. With the affirmation 
he provides she can walk straight, 'secure 
in her newfound love'. Her mirror now 
refracts a different light and she grows 
desirable in her own eyes as much as in his. 
But for this dalit to find bodily life thus, as 
woman-self, she must die as mother. "Whore, 

I spit on your elotites". Pandu shouts in a 
desperate, last-ditch attempt to conserve his 
ethical identity before he runs out of the 
house into his death as son-child. 

Ill 

For a feminist reader hitherto secured in 
her well-made upper-caste world, the story 
is epiphanic. It cases open and displays 
totally different logic to a violence that has 
hitherto been described to her only in terms 
that distance and repudiate it as - and I can 
think of no better example than the comment 
by the celebrated play wight Vijay Tendulkar 
cited in his foreword to Bagul’s book - 
“uneducated, uncultured, abnormal." It is a 
logic that (i) implicates both her and her 
world anew, since it replaces the mark of 
this extradited 'other' on the many 
institutions, familial, psychic, ethical, that 
ground her personal, and therefore as a 
feminist also her political, life and (ii) renews 
her understanding of patriarchy and the 
subjugations that structure and sustain it. 

For the widow-mother protagonist - and 
for the dalit feminist - nothing comes so 
easily, yet there is in the story the stirring 
of a new kind of movement: from the never- 
ceasing shuttle between the extraditions and 
deaths that comprise her impossible life, to 
a struggle to leave, and in that single act to 
re-notate the world. It is a movement, not 
so much to demand entry into the many 
temples of the contemporary world, but to 
re-designate and rework those institutions. 
The beginnings of a movement, possibly, 
from untouchable-harijan to dalit. 

But what exactly is untouchability in this 
dalit story? I think it is significant that 
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Baburao Bagiil refers to each of the 
interpretative frameworks that address the 
caste question, but takes issue with all of 
them. Thus, both vamashramadharma (and 
untouchability as it is configured in that 
brahminical-colonial-Gandhian scheme of 
scholarship and politics) and sanskritisation 
(Indian sociology's attempt to modernise 
brahminism by transforming it into a question 
of consent and aspiration and not bigotry or 
exploitation) are noted emblematically. It is 
easy to provide examples: the Hindu(?) 
widow is the central figure, the move from 
the village to the city sets the plot in motion, 
the narrative opens with the child's desire 
for a mother who is a Vatsalya Sindhu , 
"Don't touch Pandu, any of you," Kishan 
yells out. The question of consent, more 
specifically the question of what exactly 
constitutes consent for subject that stands 
thus, askew, in the grids of citizenship - is 
thematic in this story which might well be 
read as an extended discussion of the 
dynamics of that single issue. However, in 
thecitation-rethcorisation occasioned by this 
story each of these classical objects of 
political theory are so transformed that they 
are virtually, yet not totally, unrecognisable. 
In contrast, the question of political economy 


is addressed, and Its effects insistently 
documented. We are told that the children 
in the community are backward and ill- 
nourished, the family immiserated, the father 
tubercular and jobless, the mother slaves at 
a construction site for the pittance that will 
put a meal a day into their bellies, lower- 
caste women live in constant fear of sexual 
attack, the unemployed hang around the 
basti, drunk and depressed, or move around 
in lumpen-rowdy gangs. Here too the objects 
are emblematic, but they are recognisable 
as those of a Nehruvian/ socialist scheme of 
things. Structurally however, the narrative 
accords neither political economy nor history 
the status of an interpretative horizon. Work, 
wages, property, expropriation all figure here, 
as does the aspiration for a wholesome 
humanity. But they arc drawn into a frame 
that re-works the discursive logic of 
untouchability as it proposes a theory of 
caste (i) as extraditions that are revised and 
renewed by a brahminism that is constantly 
updating its patriarchy; (ii) as desire in the 
scene of the family; and(iii) as bodies that 
are compelled by, but disallowed contract 
into the feminine or masculine; bodies, 
therefore, that shuttle, always deficient, 
always in excess. In brief, as terror in the 


doftuun of the dtizeh-subject. 

If in modern Indian literature the choice 
of the widow as protagonist should be read 
as an announcement that the text is an 
intervention in feminist theory, how might 
we describe the political/theoretical moves 
that are being made by the texts that we have 
been discussing? It seems to me that the 
stories represent two of the most powerful 
contesting forces within feminism today. On 
the one hand the pressures of a re-empowered 
middle class whose fund-bank aspirations 
are global, and who must re-make its 
humanism to suit. On the other the questions 
raised by the dalit movement, terrifying and 
full of promise. 

[This paper was presented at a seminar on 
"Femininity, the Female Body and Sexuality in 
Contemporary Society' held at the Nehru 
Memorial Library in November 1994. Subsequent 
versions were read at Columbia and Cornell 
Universities. SUN V at Syracuse, the Universities 
of Pennsylvania and Michigan and the Central 
Institute of English and Foreign Languages. 1 am 
grateful to the each of these audiences as well 
as to other members of the Subaltern Studies 
editorial collective and my research students for 
stimulating discussion. Special thanks ro Satish 
Poddval and Mary John for their detailed and 
extremely useful comments.] 
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BALANCE SHEET OF THE INDIAN BRANCHES 
OF OMAN INTERNATIONAL BANK S.A.O.G. 
AS AT 31 MARCH, 1996 


Schedule 

No. 


As on 
31.03.96 
Rs 


As on 
31.03.95 
Rs. 


CAPITAL AND 
LIABILITIES 

Capital 

Reserves and Surplus 

Deposits 

Borrowings 

Other Liabilities and 

Provisions 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with Banks and 
money at call and 
shoit notice 
Investments 
Advances 
Fixed Assets 
Other Assets 


Contingent Liabilities 
Bills for collection 

Principal Accounting 
Policies 

Notes to Accounts 


126,137,874.64 126,137.874.64 

120,298,905.57 62,957,252.99 

1,951,278,906.26 1,843,016,548.22 
607.787,817.52 343,921,248.21 

234.236,407.23 124.521,098.92 

3,039.739,91122 2,500,554,022.98 


256,335,196.71 166.540,358.95 


357.391,719.93 47.899,188.29 

541.417,506.00 519,765,972.50 

1,577.800,251.19 1.622.975.475.30 
47,589.969.11 34,787,400 42 

259.205,268 28 108.585,627 52 

3.039,739,911.22 2,500.554,022.98 


7.568,027,225 55 4,779.878.868 20 
1,202,710,992.40 651,145.910.00 


PROFIT AND LOSS ACCOUNT OF THE INDIAN 
BRANCHES OF OMAN INTERNATIONAL BANK 
SA.O.G. FOR THE YEAR ENDED ON 31 MARCH, 1996 



Schedule 

Year Ended 

Year Ended 



No. 

31.03.96 

3103.95 




Rs. 

Rs. 

I. 

INCOME 

Interest earned 

13 

379,230,695.97 

305.316,48370 


Other Income 

14 

66,351.716.14 

28.427,335.17 


TOTAL 


445,582.412.11 

333,743,818.87 

II. 

EXPENDITURE 
Interest expended 

15 

239.337.868.08 

157,679.570.29 


Operating Expenses 
Provisions and 

16 

68,359,552 55 

52.845,259.13 


contingencies 


97.788.488.11 

109,397.116.92 


TOTAL 


405,485.908.74 

319.921.946.34 

ID. PROFTWLOSS) 





Net Profit for the year 


40.096.503.37 

13,821.872.53 


Profit brought forward 


11,057.499.48 

43,021,760.95 


TOTAL 


51.154.002.85 

56,843.633.48 

IV. 

i 

APPROPRIATIONS 

Transfer to statutory 
reserves 

Transfer to remittable 


8,019,301.00 

i 

t 

2.764.374.50 


surplus retained for 
capital adequacy 
requirements 


Nil 

43.021,759.50 


Remitted to Head Office 
Balance earned over to 


Nil 

Nil 


Balance Sheet 


43,134,701.85 

11.057,499.48 


TOTAL 


51,154,002.85 

56.843,633.48 


Principal Accounting Policies 17 
Notes to Accounts 18 



Notes and schedules to the accounts 
Balance Sheet 

form an integral part of the 

Notes ’and schedules to the 
Profit and Loss account. 

accounts form an integral part of the 

This is the Balance Sheet referred to in our report of even date. 

This is the Profit and Loss account referred to in our report of even date. 

SHARP Sl TANNAN 

Chartered Accountants 

By the hand of 

For Oman International 

Bank S A O.G 

SHARP & TANNAN 
Chattered Accountants 

By the hand of 

For Oman International 
BankS. A O.G. 

Sd/- 

M P NARSANG 

Partner 

SdA 

S SEETHARAMAN 

Country Manager — India 

Sd/- 

M. P. NARSANG 

Partner 

Sd/- 

S. SEETHARAMAN 
Country Manager — India 

Mumbai 

Dated; May 18. 1996 


Mumbai 

Dated. May 18, 19% 
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Oman International Banks.A.o.c. 


SCHEDULES FORMING PART OF THE BALANCE SHEET 



As on 

As on 

31.03 96 

31.03.95 

Rs 

Rs 


Schedule 1 - Capital 
CAPITAL 

i) Amount received from 
Head Office 
ti) Profits retained 
iii) Amounts received from Head 
Office for acquisition of 
property 


I. Statutory Reserves 
Opening Balance 
Additions during the year 

Deductions during the year 

II. Revaluation Reserve 
Opening Balance 
Added during the year 


19.148.944.98 

17.245,149.21 

36.394,094.19 

Nil 


Deductions during the year _ Nil 

36,394,094.19 

111. Balance in Profit and Loss a/c 43.I34..701.85 


TOTAL 
It 3-Deposits 


A. I Demand Deposits 

i) Rom Banks 

ii) Prom Others 

II Savings Bank Deposits 
HI Term Deposits 

i) Prom Banks 

ii) Prom Others 

TOTAL 

B. i) Deposits of branches 

in India 

ii) Deposits of branches 


120.298,905.57 



50,361.934.00 50,361.934.00 

43,021.759.50 43.021,759.50 


property 32.754.181 14 32^754.181.14 

TOTAL 126,137.874 64 126,137,874.64 

• 

Note: Amount of deposit kept with the Reserve Bank of IndiaMnder 
section 11(2) Banking Regulation Act. 1949 is Rs 40.500,000 
(P V Rs. 36.500,000) 

Schedule 2 - Reserves 
and Surplus 


Schedule 4 - Borrowings 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other Institutions and 
Agencies 

II. Borrowings outside India 

TOTAL 

Secured borrowings included in 
I and II above—Rs. Nil 

Schedule 5 - Other Liabilities 


I. Bills Payable 

II. Inter-Office Adjustments (net) 

III. Interest accrued 


TOTAL 


32,750,808 53 29,986,434.03 

8,019.301.00 2,764,374.50 

40.770.109.53 32,750,808.53 


40.770.109.53 32,750.808.53 


19.148.944.98 
_Nil 

19.148.944.98 
__Nil 

19.148.944.98 
11,057,499.48 

62.957.252.99 


268.024,361.92 279,899,993.44 

183.245,213.68 186,409,183.70 

197,034.203.25 194.786.250.00 

1,302,975.127.41 1.181.921,1214)8 

1.951.278,906.26 1.843,016,548.22 


1,951.278,906.26 1.843,0161548 22 


1,951,278; 


I • Nil 


1,843,016,548.22 


Schedule 6 - Crab and Balances 
with Res erv e Bank of India 

I. Cash in hand 
(including foreign 
currency notes) 

II. Balances with Reserve Bank 
of India 

i) In Current Account 

ii) In other accounts 

TOTAL 

Schedule 7 - Bnlnnces with 
Banks and Money at Call 
and Short Notice 

I. In India 

i) Balances with banks 

a) In current accounts 

b) In other deposit 
accounts 

ii) Money at call and 
short notice 

a) With banks 

b) With other institutions 

TOTAL 

II. Outside India 

i) In Current Accounts 

ii) In other deposit accounts 

iii) Money at call and short 
notice 

TOTAL 

GRAND TOTAL 


As on 
31.03.96 
Rs. 

As on 
31.03.95 

Rs. 

67,885.000.00 

495.000,000.00 

17,021.400.00 

27.881.417.52 

268.080,000.00 

55,000.000.00 

17.255.700.00 

3.585,548.21 

607,787,817.52 

343,921,248.21 

45.966.477.09 

Nil 

76.313,172.65 

111,956,757.49 

13,629.854.44 

22,771,074.48 

64,723,433.72 

23,396,736.28 

234.236.407.23 

124.52L098.92 

2.571.633.28 

253.763,563.43 

Nil 

2.474,316.91 

164,066,042.04 

Nil 

256.335.196.71 

166,540,358.95 

8.484.445.56 

Nil 

Nil 

Nil 

37,636,952.46 

Nil 

Nil 

Nil 

8.484.445.56 

37,636,952.46 

348,907.274.37 

Nil 

Nil 

10,262,235.83 

Nil 

Nil 

348,907.274.37 

10,262,235.83 

357.391,719.93 

47,899,188.29 




BcMNNfc ml Political Weekly June 1, 1996 


1317 



































itte 

Oman International Banks.Ao.c. 


SCHEDULES FORMING PART OF THE BALANCE SHEET 



Schedule 8 - Investments 

I . Investments in India 

i) Government Securities 

ii) Other approved securities 
lii) Shares 

Less Provision for 
diminution in jnvestments 

iv) Debentures and Bonds 

v) Others 

Units 1964 Scheme* 
TOTAL 

II. Investments outside India in 

i) Government Securities 
(including local 
authorities) 

ii) Subsidiaries and/or joint 
ventures abroad 

iii) Other investments 
(to be specified) 

TOTAL 

GRAND TOTAL 

Schedule 9 - Advances 
A i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 
ill) Term loans 


As on 
31.03.96 
Rs. 


519,443.506.00 

20.000,000.00 

472,000.00 

(472,000.00) 

1,972,000.00 

0.00 


541.417,506. 


As on 
31.03.95 
Rs 


482,993,972.50 

20 , 000 . 000.00 

472,000.00 

(472,000.00) 

1,972.000.00 

*14,800,000.00 


519,765.972.50 



As on 
31.03.96 
Rs. 


As on 
31.03.95 
Rs. 



541,417.506. 


519,765,972.50 


500,356,633.01 529.348,013.38 


360.772.183.59 

716.671.434.59 


531,620,388.18 

562,007,073.74 


B. i) Secured by tangible 
assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 


C. I. Advances in India 
0 Priority Sectors 

ii) Public Sectors 

iii) Banks 

iv) Others 

TOTAL (A) 

II. Advances outside India 

i) Due from banks 

ii) Due from others 

a) Bills purchased and 
discounted 

* b) Syndicated loans 
c) Others 

TOTAL (B) 

GRAND TOTAL (A) + (B) = (Q 


1,577,800,251.19 1,622.975,475.30 


1.504.067,151.19 1.506.814.475.30 

Nil Nil 

73.733.100.00 116.161.000.00 


Schedule 10—Fixed Assets 
I. Premises 

At cost/revaluation 
Additions on revaluation 
Deductions/adjustments 
Depreciation to date 


II. Other Fixed Assets 
(including furniture and 
fixtures) 

At cost as at 31st 
March 1995 (1994) 
Additions during the year 
Deductions during the year 
Depreciation to date 


NET BLOCK (I) + (II) 

Schedule 11 - Other Assets 

L Inter-office adjustments (net) 

II. Interest accrued 

III. Tax paid in advance/tax 
deducted at source 

IV. Stationery and stamps 

V. Non-banking assets 
acquired in satisfaction 
of claims 

VI. Others 


Schedule 12 - Contingent 
Liabilities 


24,348,000 00 24,348,000.00 

17,245.149.21 Nil 

(3,042,149.21) Nil 

(564,160.98) (2,727,784.14) 


37.986.839.02 21.620,215.86 


27.972.469.26 27.972.469.26 

765,621.74 132,976.96 

(132,976.96) (132,976.96) 

(19,001,983.95) (14.805,284.70) 


13.167.184,56 


47.589.969.11 34,787,400.42 


80,843,638.29 

38.579,944.24 


Nil 

27,881.195.29 


Nil Nil 

139,781.685.75 80,704,432.23 


259,205,268.28 108,585,627.52 


1.577,800,251.19 1,622.975.475.30 I. Claims against the bank not 

acknowledged as debts 

480,289,000.00 658,136,000.00 H ‘ Liab,l,ly for P"* 1 * paid 

Nii investments 

49,185,403.00 Nil UL Liabi,ity on account of 

777! 197.04 K38 522.555.327.30 ou * s k Und,ng f ° rward 

_ . ■ _ exchange contracts 

1.306.671.444.38 1.180,691,327.30 IV. Guarantees given on behalf 

- 7 - of constituents 

a) In India 

Nil hi Outside India 


271,128.806.81 442,284,148.00 

Nil Nil 

Nil Nil 


271.128.806.81 442.284,148. 


1.577,800.251.19 1.622,975,475.30 


m 


acknowledged as debts 

Nil 

Nil 

Liability for partly paid 
investments 

Nil 

Nil 

Liability on account of 
outstanding forward 
exchange contracts 

6.944.708,073.00 

3.735,905.14400 

Guarantees given on behalf 
of constituents 
a) In India 

366.009.021.55 

410,633.843.85 

b) Outside India 

Nil 

Nil 

Acceptances, endorsements 
and other obligations 

246,231,131.00 

589,049,880.35 

Other items for which the 
bank is contingently liable 
Liabilities on bills of 
exchange rediscounted 

11,079,000.00 

44,290.000.00 

TOTAL 

7.568.027,225.55 

4,779.878,868.20 
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Oman International Banksju>.c. 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 



Year 

Ended 

31.03.96 

Rs. 


Year 

Ended 

31.03.95 

Rs 



Schedule 13 - Interest Earned 

I. Interest/discount on 
advances/bills 

If. Income on investments 
III. Interest on balances with 
Reserve Bank of India and 
other inter-bank funds. 

IV Others 

TOTAL 


Schedule 15-Interest 
Expended 

278,908,6*3.51 219,171,813.15 I. Interest on deposits 

75.177.050.34 69,563,490.86 


24,936,422.63 16,526,330.69 

208,609.49 54,849.00 


379.230.695.97 305,316,483.70 


Schedule 14 - Other Income 

I Commission, exchange and 

brokerage 26,032,687.96 

H Profit on sale of investments 468,750.00 

Less Loss on sale of 

investments 16,236.00 

452,514.00 

III. Profit on revaluati'Mt of 

investments 0.00 

Less: Loss on revaluation of 

investments 0.00 


IV. Profit on sale of land, 
buildings and other assets 
Less : Loss on sale of land, 
buildings and other assets 


V. Net Profit on exchange 
transactions 

VI. Income earned by way of 
dividends etc. from 
subsidiaries/companies 
and/or joint ventures 
abroad/in India 

VII. Net Loss accrued on invt. 
(classified as permanent) 

VIII. Miscellaneous Income 

TOTAL 



2,291.00 

39,864,223.18 


Nil 

2.073.555.38 


66.351,716.14 28,427.335.17 


II. Interest on Reserve Bank 
of India/inter-bank 
borrowings 

III. Others 


22.621,373.91 

0.00 

3,682,140.00 


(3,682,140.00) 
• 0.00 
0.00 


0.00 
19.557 85 
0.00 


19,557 85 

7,394.988.03 


Schedule 16 - Operating 
Expenses 

I. Payments to and provisions 
for employees 

II. Rent, taxes and lighting 

III. Printing and stationery 

IV. , Advertisement and 

publicity 

V. Depreciation on bank's 
property 

VI. Director's and LAB fees, 
allowances and expenses 

VII. Auditor's fees and 
expenses 

VIII. Law charges 

IX. Postages, Telegrams. 
Telephones etc. 

X. Repairs and maintenance 

XI. Insurance 

XII. Other expenditure 

TOTAL 


Year 

Ended 

31.03.96 

Rs. 

Year 

Ended 

31 03 95 
Rs. 

178,814,971.14 

120,756.903.43 

57,023,829.69 

35.229,782.74 

3.499,067.25 

1,692.884.12 

239.337,868 08 

157.679.570.29 

10,367,457.36 

7,995.948.31 

23,174,827.46 

14,132,681.81 

1.808.895.79 

1,572,981.63 

2,688,524 85 

2.976,565.15 

6,168,482.42 

5,663,324.47 

265.438.86 

419.707.95 

322,369.75 

231,222.75 

770.216.61 

988,176 20 

4,794,594.90 

4,921.898.23 

424,646.16 

279.159.23 

1,455,890.17 

1.334,953.60 

16,118.208.22 

12,328,639.80 

68,359,552 55 

52.845.259.13 
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Schedule 17 - Principal accounting pollc^t forming pert of the accounts for the year ended 31 March, 1996 

i) General: 

The accompanying financial statements have been prepared on historical cost basis and conform to the statutory provisions and practices 
prevailing in the country. 

ii) Transactions involving Foreign Exchange: 

a. Monetary assets and liabilities have been translated at the exchange rates prevailing at the close of the year. 

b. Income and expenditure items have been translated at the exchange rate ruling on the date of the transactions. 

c. Profit or loss on forWard contracts have been accounted for on accrual basis. 

iii) Investments: 

In accordance with the guidelines issued by the Reserve Bank of India the investments of the Bank have been bifurcated into “Permanent 
Investments” - which are normally held upto the date of maturity and “Current Investments” - which need not be held upto the date 
of maturity. 

In respect of Permanent Investments the difference between the redemption value and cost of acquisition of the Investment is accrued 
as loss over the period upto the date of redemption. In respect of Current Investments other than Treasury Bills the same are valued 
at cost or market value whichever is lower. The loss on revaluation is charged to revenue. 

Treasury Bills are valued at cost. The Market value of other Current Investments is Rs. Nil (Cost Rs. Nil). The Market value of other 
Current Investments has been worked out as per the guidelines recommended by the Reserve Bank of India. 

iv) Advances: 

a. Provision for Doubtful advances is based on the classification into “performing” and “non-performing” assets in accordance with 
Reserve Bank of India guidelines. Provision for non-performing assets is made as under: 


Sub-standard assets 
Doubtful assets 

Loss assets 


10% of net advance 

100% of the unsecured portion and 20% to 30% of the net secured portion 
depending on the period for which the asset has remained non-performing. 
100 % 


The provisions so required by the Bank have been made after considering the provisions existing in the books of the Bank as at the 
end of the Previous Year. 

b. Provisions in respect of doubtful advances have been deducted from advances. 

c. Provisions have been made on a gross basis. Tax relief which will be available when the advance is written off will be accounted 
for in the year of write-off. 

d. Interest on advances classified as non-performing, has been credited to Interest Suspense account as specified under the guidelines 
issued by the Reserve Bank of India. Advances are reflected at net of interest suspended 

Fixed Assets: 

a. Fixed Assets other than Premises have been accounted for at their historical cost. Premises have been considered at their revalued 
cost. 

b. Leasehold Premises have not been capitalised. Lease rentals paid during the year have been charged to revenue account. 

c. Depreciation has been calculated on a straight line basis to write off the cost of fixed assets over the expected useful lives of the 
assets duly certified by the management. The principal periods used are: 


Premises 

Furniture and Fixtures 
Equipment 
Motor Vehicles 
Computers 


23 years 
3 years 
3 years 
3 years 
3 years 


The depreciation on additions to Fixed Assets made during the year has been charged on the basis of completed months following 
the month in which the additions are made. The depreciation provided on the above basis is higher than the depreciation computed 
in accordance with Schedule XIV of the Companies Act, 1936. 

d. Depreciation including additional quantum of depreciation on revalued assets has been charged to the Profit and Loss account. 

vi) Staff Benefits: 

a. Contributions to Gratuity Fund have been made on an accrual basis on the computation by the management of the Bank. A separate 
Fund for Gratuity has been created which has been recognised by the Commissioner of IncomeJTax. 

b. Contributions to Superannuation Fund have been made under Group Insurance Scheme of Life Insurance Corporation of India. An 
application for the approval of the Fund has been made to the Commissioner of Income'Tax which is awaited. 

vii) Net Profit: 

The net profit disclosed in the Profit and Loss account is after considering: 

a. Provisions for taxes on income in accordance with statutory requirements. 

b. Provision for doubtful advances. 
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Schedule 18 - Notes forming port of the accounts for the year ended 31 March, 1996 

1. Capital commitment (net of advances) is Rs. 11.10 crores 

2. The Bank has been served with Notices of Demand relevant to the Assessment Year 1991 <92 of Rs. 40.79 crores from the Income 
Tax authorities. The Bank has preferred an appeal disputing the said demand. The matter has been heard and decided by the appellate 
authority, resulting in a substantial relief being given to the Bank. 

Considering the matters decided in the said order, the counsel has opined that on giving effect to this order by the assessing authority 
the demand will reduce substantially. The Income Tax provisions presently held by the Bank is considered adequate to meet its tax 
liability and in our opinion no further provision is necessary. 

The Bank has been served with Notices of Demand relevant to the Assessment Year 1992-93 of Rs. 2.67 crores from the Income 
Tax authorities. The Bank has preferred an appeal before the appropriate authorities. Based on certain documentary evidence which 
has been filed while making the appeal and also considering certain matters which, in previrus Assessments have been decided in 
the Bank's favour, based on counsel's advice the Bank is hopeful of a favourable appeal order reducing its Income Tax liability 
substantially. The Income Tax provision presently held by the Bank is considered adequate to meet its tax liability and in our opinion 
no further provision is necessary. 

3. On the basis of the Valuation Report of the approved valuer, the Bank has revalued its office premises in a commercial co-operative 
society on 31-12-1993, which is in keeping with the Bank's practice of revaluing immovable assets once every three years. The 
additional amount of Rs. 17,243,149.21 resulting out of this valuation has been added to the Revaluation Reserve. 

4. Capital to Risk Asset ratio worked out as at March 31, 1996 is considered adequate as per the norms prescribed by the RBI. 

3. Figures of the previous year have been regrouped/rearranged wherever necessary. 


Signatures to Schedules “I” to “18" 


SHARP & TANNAN For Oman International Bank S.A.O.C. 

Chaffered Accountants 

By the hand of Sd/< 

Sd/< S Seethanman 

M.P. NARSANG Country Manager—India 

Partner 

Mumbai 

Dated. May 18. 19% 

Auditors 9 Report on the Indian Brandies of Oman International Bank SLA.O.G. 

We have audited the attached Balance Sheet of the Indian Branches of the Oman International Bank S.A.O.G. as at 31 March, 1996 
and also the annexed Profit and Loss Account of the Indian Branches of the Bank for the year ended on that date, in which are 
incorporated the returns from Cochin Branch, audited by us. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of Sub-Sections (I), 

(2) and (3) of Section 211 and Sub-Section (3) of Section 227 of the Companies Act. 1936. the Balance Sheet and the Profit and Loss 
Account together are not required to be and are not drawn up in accordance with Schedule VI to the Companies Act, 1936. The accounts 
arc therefore, drawn up in conformity with Forms ‘A’ and ‘B’ of the Third Schedule to the Banking Regulation Act, 1949. 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949: 

(a) We have obtained all the information and explanation which to the best of our knowledge and belief were necessary for the 
purposes of our audit and have found them to be satisfactory. 

(b) The transactions which have come to our notice have been, in our opinion, within the powers of the Indian Branches of the Bank. 

(c) In our opinion, proper books of account as required by law, have been kept by the Indian Branches of the Bank so far as appears 
from our examination of those books and proper returns adequate for the purpose of our audit have been received from the Cochin 
Branch. 

(d) The returns of Cochin Branch have been properly dealt with by us, while preparing our report 

(e) The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this report are in agreement 
with the books of accounts and returns. 

(D In our opinion and to the best of our information and according to the explanations given to us, the Balance Sheet and Profit 
and Loss Account, together with the Notes thereon, give the information required by the Companies Act, 1936, in the manner 
so required for Banking Companies and give a true and fair view of the state of affairs of the Indian Branches of the Bank as 
at 31st March. 19% and of its profit for the year ended on that date. 


Mumbai 

Dated: May 18. 1996 


SHARP & TANNAN 
Chartered Accountants 
By the hand of 
Sd/- 

MP. NARSANG 
Partner 
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REVIEWS 


Archaeology, Texts and Contexts 

Heena Panja 

The Archaeology of Early Historic South Asia - the Emergence of Cities and 
States edited by F R Allchin; Cambridge University Press, 1995; Rs 350. 


THIS book is primarily a descriptive account 
of the emergence of cities and states in early 
histone South Asia covering the latter part 
of the first millennium BC. According to 
the editor the approach is primarily 
archaeological but also takes into account 
textual, inscriptional and other evidence. 

The first section deals with the end of 
Harappan urbanism and its aftermath. The 
introductory chapter by F R Allchin traces 
the development of archaeology in India and 
points out the major lacunae in early historic 
archaeological research. The author cites 
lack of innovative excavation techniques, 
the absence of a problem-oriented approach 
due to the lack of awareness of new 
approaches or what he terms as "theoretical 
archaeology' and rarity of use of scientific 
techniques as the major drawbacks. 
Considering the author claims in his account 
that this work is a descriptive account, relics 
primarily on published archaeological 
material, does not aim to offer definitions 
of cities and states, “nor to become involved 
in lengthy discussions of matters of 
archaeological theory", it is wondered at the 
outset what new insight this book is going 
to oiler on the early historic period of 
south Asia. The second chapter ('The 
Environmental Context') by B Allchin gives 
an account of the environment in which the 
cities emerged. Of course here environment 
means a catalogue of the soils, rainfall, 
topography and docs not take into account 
other aspects which give us an idea about 
the nature of the interaction between 
humans and the environment. For example 
seasonality of climate and its consequent 
human adaptations arc an important aspect 
of south Asia as also the existence of various 
subsistence groups and their interaction 
but such issues have not been dealt with in 
this section. In other words a chapter on 
environmental context should also 
concentrate on human adaptations, a more 
meaningful exercise when one is trying to 
understand past human behaviour and 
cultures. In Chapter 3 ('Harappan Urbanism 
and Its Legacy'), F R Allchin cites environ¬ 
ment including tectonics as a primary cause 
for the end of the urban and post-urban 
Harappan phase though the decline itself 
was due to a multiplicity of causes. F R 
Allchin's paper on the Indo-Aryan problem 
f Language, Culture and the Concept of 


Ethnicity') talks of four stages of Indo- 
Aryan acculturation during which they co¬ 
existed for some time with the local 
population. This chapter aims to consider 
the evidence of comparative philology and 
its relationship to archaeology. In Chapter 
5 ( Dark Age or Continuum') Coningham 
follows the definition of an 'urban' centre 
as defined by Childe and later scholars and 
Mates that all the material aspects which 
define an early historic city were already 
present during the post-urban and non- 
Harappan Chalcolithic period. This phase 
was a period of gradual growth and 
innovation which culminated in the 
emergence of the early historic world. 

The second section is concerned with the 
rise ol cities and states in the pre-Mauryan 
period. Erdosy’s paper on the prelude to 
urbanisation puts forward the point that the 
rapid spread of new ideology during the 
emergence of complex societies must be 
seen in the system of justifying one's status 
with reference to cultural criteria which 
guided the authors of the Rigveda. He adds 
that this has remained the fundamental 
pnnciple of south Asian social organisation 
to this day. His second paper (Chapter 7, 
'City States of North India and Pakistan at 
the Time of the Buddha’) shows that the 
emergence of early historic states proceeded 
by stages familiar from the classificatory 
schemes of evolutionary anthropologists and 
states emerged because of the organisational 
advantages they offered rather than to protect 
a stratified social order. FR Allchin in 'Early 
Cities and States beyond the Ganges Valley’ 
sees the emergence of cities outside the 
Ganges basin as a result of technological and 
cultural changes due to the introduction of 
iron, the impact of Mauryan imperialism as 
well as long-term contacts. The article by 
Coningham and Allchin documents the rise 
of cities in Sri Lanka through an analysis 
of Sri Lankan chronicles as well as 
archaeological evidence from the excavations 
at Anuradhapuram and other sites. 
Accompanying the rise of cities in Sri Lanka 
was the growth of irrigation, early use of 
writing and coinage and the development of 
civic and religious architecture and art. 

The third section deals with the Mauryan 
empire and its aftermath. Allchin’s paper on 
the Mauryan state is an account based on 
xheArthasastra and archaeological evidence. 


How one relates material culture to the 
Mauryan period is of course a difficult matter 
considering the fact that specific dynasties 
and their material record might not be so 
easily correlated. The second paper is a 
study of Mauryan architecture and art. Similar 
is the case with art and architecture where 
ascribing certain archaeological objects like 
terracotta figurines to the Mauryan age might 
sometimes be difficult. D K Chakrabarti’s 
article on the Mauryan empire and its 
aftermath outlines the spread of cities and 
states in the post-Mauryan period from BC 
185-AD 320 and the related developments 
in sculpture, architecture and other arts. He 
remarks that one of the contributory factors 
in this proliferation was the ongoing process 
of expansion witnessed during the Mauryan 
period, and the impact of Rome and the 
Mediterranean world. 

F R Allchin’s conclusion summarises the 
main points of the book which deals with 
the post-Harappan period and the formation 
of a multi-ethnic society, the growth and 
expansion of settlements in the Later Vedic 
period along with the development of the 
Indo-Aryan elite and their descendants, to 
the final emergence of cities and states from 
600 BC onwards. Some of the features of 
early Indian urbanism were its aggressive 
and expansive character, the formulation of 
an early Indian theory of the state as 
formulated in the Arthasastra and the 
breakdown of tribal societies. This was 
followed by the concept of an empire and 
the breakdown of the empire was followed 
by smaller new regional groupings. Some 
of the important features which accompanied 
the rise of cities and states were the use of 
writing, introduction of coinage, a new style 
in architecture and the arts and the emergence 
of new religious sects. This chapter proposes 
to be a picture of the early historic civilisation 
as it appears to the archaeologists and 
suggests we take an archaeological-cum- 
textual view towards understanding the past. 

According to the editor this book aims to 
offer the reader a clearer and in some ways 
a new perspective on the early historic 
civilisation of South Asia. A further aim of 
the work is to suggest ways in which 
archaeology can be employed to make a 
more effective contribution to the advance¬ 
ment of knowledge on the subject. However, 
there arise numerous problems regarding 
two major issues, the use of archaeological 
evidence to make certain conclusions about 
past society and polity and the attempt to 
link textual evidence with the material 
remains. 

Many problems confront an archaeologist/ 
historian when dealing with the material 
record, especially with published literature. 
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One example can be taken in this regard: 
Coningham’s paper on the prelude to 
urbanism on the post-urban and non- 
Harappan Chalcolithic cultures. Here size 
has been taken to denote a centre as ‘urban* 
or otherwise. Of course this has its problems 
as mere size cannot denote a centre as urban. 
For example, Nalanda which is huge is not 
an urban centre. But another methodological 
problem arises with the archaeological 
analysis in this regard. How are we to assess 
the size of multicultural settlements on the 
basis of surface data? Makkhan Lai's work 
has been quoted to denote the hierarchy of 
settlements without critically assessing how 
he has calculated the size of different 
‘cultures’ from surface data. Similarly, the 
problem arises with the calculation of 
population density from a very tentative 
estimate of the area covered by the respective 
cultural phases. Talking of settlement 
hierarchy, how far can we accept earlier 
interpretations without analysing the exact 
context in which the sites are occurring? For 
example, Coningham has accepted 
Dhavalikar’s three-tier hierarchy of 
Chalcolithic settlements in Maharashtra, but 
how can we talk of a universal settlement 
hierarchy of Chalcolithic sites in Maharashtra 
where the sites of Daimabad. Prakashe and 
lnamgaon are situated in quite diverse 
regional settings where different cultural 
processes were naturally operating? 

Coningham has used Dhavalikar’s 
interpretation of lnamgaon to argue that 
craft specialisation, settlement hierarchy, 
ranking, etc, was present in the pre-early 
Historic period. A chiefdom was identified 
at lnamgaon on the basis of the presence of 
a chiefs house, public architecture, ranked 
society, craft specialisation and settlement 
hierarchy. But can we use this interpretation 
without analysing it critically? 

On re-examining the evidence it is difficult 
to distinguish these social groups or 
functional classifications as the artefacts from 
these structures. Also, the nature of the 
structures themselves does not bear out these 
distinctions. In many cases the artefacts found 
from a single context do not belong to the 
same episodic time period. For example a 
‘rich* man’s house at lnamgaon was so 
classified as it contained grains and a number 
of pots. The ‘house’ was burnt, but though 
the grains naturally were burnt, the pots 
were not, speaking of different depositional 
histories of artefacts in a single context. So - 
in this case it is difficult to talk of the status 
of the inhabitants of the ‘house* as evidently 
the ‘house’ had multiple histories. 

Dhavalikar while dealing with lnamgaon 
pointed to the presence of ‘craft speciali¬ 
sation' due to the presence of certain \ 
craftsmens’ houses on the site. When we re- I 
analyse the evidence we come to rather 
different conclusions. For example, a 


structure has been identified as belonging 
to a coppersmith due to the presence of a 
single pair of copper tongs. There is no 
evidence of copper objects, or slag or 
debitage; there is evidence of other artefacts 
like pottery, etc, present in most other houses. 
Does one pieceof evidence qualify to classify 
a house as belonging to a craftsmen? 
Similarly, does the presence of one head 
polisher on a floor classify this ‘house’ as 
belonging to a lapidary where no other 
evidence of bead-making including finished 
beads exists? Or does the presence of three 
bone tools denote a bone-tool maker’s house? 
One has to be very cautious while using 
archaeological data to understand certain 
socio-economic aspects of past cultures 
before examining the nature of the data 
itself. Therefore before one talks of past 
cultural formations from material culture 
one has to be critical about how to use the 
archaeological evidence itself, an exercise 
often identified with what has been called 
middle-range work by certain proponents 
ofProcessual Archaeology. An uncritical 
use of archaeological interpretations like 
that by Coningham in his paper can lead to 
erroneous conclusions about past human 
behaviour. 

A second problem relates to correlating 
groups or dynasties like the Mauryas or 
Sungas with aspects of material culture. 


The pottery and in many cases stone 
sculptures and tqrracottas cannot classify 
separate dynasties and groups. Nor can one 
link the Vodic texts with archaeological 
cultures without numerous problems or 
link ‘ethnic’ groups with the archaeological 
record. Historical events need not correlate 
directly with material culture. Moreover, 
though one need not be too scepjticai 
about textual evidence, using a controversial 
text like the Arthasastra and relating it to 
aspects of material culture said to belong to 
the Maury an period poses quite a few 
problems. 

This work fails to understand the 
methodological problems of using the 
archaeological record as well as its 
relationship with literary texts. Moreover it 
also fails to critically understand concepts 
like urban and state and their link with 
material culture. To write a book on the 
archaeology of early historic cities one has 
to deal with the methodological problems 
of dealing with the archaeological record 
itself, a critical middle-range exercise which 
is essential for understanding the past; this 
work in failing to do so remains a mere 
catalogue of archaeological remains without 
showing how archaeology can make a 
substantive contribution to the advancement 
of knowledge about early historic cities and 
states in south Asia. 
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Ladies & Gentlemen, 


It gives me great pleasure to welcome you to the 10th 
Annual General Meeting of your Company. 

The Report and Accounts of your Company, including the 
Notice to the Shareholders, have been in your hands for some 
time and, with your permission, I shall take them as read. 

I am pleased to report on behalf of the Board that in 1995, 
your Company surpassed the records they set in 1994. Order 
intake in the year ended December 31,1995 crossed 300 MW 
and deliveries exceeded 200 MW. Your Company achieved a 
total income of Rs. 170 crores with a PBT of Rs. 20.9 crores. 
Considering the excellent performance of the Company, your 
Directors have recommended an increased dividend of 30% 
and they expect that the trend will continue in the years ahead. 
Taking into account the orders currently in hand, the total 
population of Wartsila land based captive power plants in India 
exceeds 1100 MW. With these achievements, your Company 
continued to maintain its dominant share in the Indian captive 
power market. Many orders were received from existing 
customers, reposing their trust and confidence in your 
Company's commitment as a reliable supplier of quality power. 

Organisational strengthening and development of your 
Company's Sales, Projects and Service functions continued 
during the period to prepare these Divisions to meet the 
challenges of growing power demand and increased market 
opportunities. The Company's employee strength now stands 
at 404, and is slated to increase to 450 by the year end. 


The substantially improved economic indicators of the 
Indian economy - industrial growth of over 10%, GDP growth 
of 6.5%, inflation around 4.5%, foreign exchange reserves 
around US$ 17 billion - are a compliment to the success of the 
macro economic structural programme commenced in 1991. 
These reforms embraced decontrol, delicencing and 
deregulation. It is most regrettable that the process of our 
economic reforms has slowed down considerably in the past 
two years. The World Bank's recent report on Global Economic 
Prospects in South Asia highlights the dangers of a slowdown 
in reforms and rates India lower than its immediate neighbours 
in respect of integrating itself into the world economy. India 
has indeed a long way to go before reforms take root, and 
before our economy is seen to be liberalised. What is required 
is a steady sustained effort to continue the reform process in a 
transparent manner for the benefit of society at large ensuring 
consensus in a democratic polity. A one-time approach to 
reforms is totally inadequate. 

If we are to achieve a sustainable average annual GDP 
growth of 8%, external reforms alone are not sufficient. The 
domestic economy too must be addressed • and this includes 
thorny issues of subsidies, labour policies, privatisation, 
pruning government expenditure and reforming the agricultural 
sector. 



Oar Cefltbonfon 

Liberalisation means different things to different people, 
depending on one's political hue. There has been much 
debate recently on this subject, as also controversies over 
investments by MNCs in India. Even as these debates rage 
on, I am happy to note that the discerning MNCs find India far 
more attractive for their investments than the many other 
emerging economies vying for funds to develop their 
overburdened infrastructures. We are particularly proud of our 
experience with Wartsila Diesel; I always say that ours is a 
model collaboration • a shining example of how successful 
joint ventures should work. 

Encouraged by the demand for power in our country, and 
by the success of your Company, Wartsila Diesel have 
increased their equity in the Indian joint venture to 51%, 
following the approval sought from you at our last 
Shareholder's meeting. The Wartsila Diesel Group recognises 
Asia as the fastest growing region in the years ahead, with 
India featuring as the most promising market in the continent. 

Wartsila Diesel International continue to make massive 
investments in R&D, in manufacturing and in development of 
markets around the globe, thus ensuring their dominant 
leadership in medium speed engines, both for marine 
applications and land based power for industries and IPPs/ 
Utilities. Investments in R&D are directed towards 
development of new engine types and in intensive research in 
emission control technologies. Flexible, modem manufacturing 
facilities are being set up in Finland, France and Holland to 
meet the challenges of expanding markets. The Group's global 
market share of land based power plants increased from 16% 
in 1994 to 18% in 1995. The extended MW range in the 
Group's portfolio of engines permits customers the choice of a 
Wartsila engine for any specified power application, providing 
us with an enviable competitive edge. 



Training and employee development in your Company 
continues to receive very high priority. Workshops and skill 

POWER FOR A 
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development programmes were successfully conducted 
through the period. Many employees even participated in 
Executive Development programmes especially organised by 
the Wartsila Diesel Group on an international scale. 

Technical training programmes were conducted 
periodically at the Technology School, Khopoli. These 
programmes especially designed for our customers' power 
plant engineers to improve plant operations continue to 
receive a positive feedback. 

Mention of our Technology School in Khopoli is never 
complete without recalling the active support provided by 
FINNFUND, whose guidance and financial support during the 
formative years of your Company was a source of great 
encouragement and comfort. I would like to express our 
gratitude to FINNFUND for their partnership like attitude and 
their positive contribution during their association with your 
Company. 

Oadsek 


power plants. There is a clear recognition of the many 
advantages that these plants offer—extremely short setting-up 
times, proximity to industrial consumers, modular construction, 
competitive total cost of power, to name a few. Whilst the fuel 
policy for such plants has been announced, some more policy 
guidelines are awaited from the Government to lend 
transparency to the process of privatisation of power. In the 
meantime, your Company is equipping itself with managerial 
and technical resources to handle the spurt in business 
opportunities that the IPP sector is expected to present. The 
funds available with your Company consequent to the 
preferential right equity issue would provide additional. 
leverage through fruitful investments in IPP projects. 

In the first four months of the year, your Company 
achieved a Sales volume of Rs. 490 million with a PBT of 
Rs. 75 million. The order backlog end April stood at Rs. 1622 
million. Additionally, the order backlog for imported DG sets is 
about 200 MW. Given the healthy orderbook position, and with 
a large list of prospective projects to be finalised in the 
remaining seven months of the year, I am confident that the 
performance in 1996 will be far better than in 1995. 

The economic and cultural ties between India and 
Finland are growing stronger, thanks to the excellent work 
done by the Finnish Embassy in New Delhi and our Embassy 
in Helsinki. The Indo-Finnish Business Council too has been 
meeting regularly to identify areas of common interest, 
promote trade and establish joint ventures. We are hopeful that 
these exchanges will increasingly strengthen our trade 
relations and extend to greater friendship between our 
countries. 

Our Group Chairman, Mr. Georg Ehmrooth who is also 
the President of the Confederation of Finnish Industries, has 
always taken a keen and personal interest in the development 
of your Company. We expect Mr. Ehmrooth to visit us before 
the end of this year. It will be a matter of great pride for us to 
welcome him at a time when the population of Wartsila DG 
sets in India is expected to cross 1000 MW. 


The power situation in our country is bleak. Yet, power is 
fundamental for our industrial and economic growth. In my 
statement last year, I referred to the delays in our eight fast- 
track projects getting off the ground. The situation is very much 
the same today. Not one project has moved forward - a 
reflection of the slow down in the reform process. 

Buoyant industrial growtn and rising power deficits in 
many States have increased the demand for captive power. 
Your .Company's steep growth in the last two years reflects its 
capability to aggressively dominate this growing market. Your 
Company has also adapted Itself to the changed market needs 
in the post -1991 years of liberalisation and economic reforms, 
focusing more on its project management and after sales 
service capabilities, thereby markedly increasing its captive 
power base. 

On the IPP/Utilities front, as I mentioned last year, it is 
encouraging to note that many State Electricity Boards have 
decided to set up upto 100 MW heavy fuel based captive 


I would like to take this opportunity to thank our 
collaborators for their continuing support and guidance. I also 
wish to thank each and every employee of Wartsila Diesel 
India for the sense of commitment and belonging 
demonstrated these past years. 

And finally, dear Shareholders, our thank6 are due to all of 
you for your unstinted support. 


W&RYSILA m\MML 

Regfa t emf Oft Ice: 

Wartsila Diesel India Ltd. 

New India Centre, 11th Floor, 17, Cooperage Road, 
Mumbai 400 039, Fax: 022-2026614 

This does not purport to be a report on the proceedings 
of the 10th Annual General Meeting. 
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Ahead of His Time 

Parshotam Mehra 

She Frontier Gandhi: His Place in History by M S Korejo; Oxford University 
ftess. Karachi, 1994; pp 256, £ 9.50. 


ABDUL GHAFAR KHAN (1890-1988), 
better known as Badshah Khan among the 
^Pathans, whether on this or the other side 
*flf the Durand Line, lived almost a hundred 
years. And left a deep imprint, and not only 
on his own land and its people. Next only 
to the Mahatma, millions of people this side 
>of the great divide held him in high esteem 
and gave him no end of their love and 
affection. This was amply demonstrated in 
the course of the long struggle leading to 
the transfer of power with which he was so 
closely associated: And even more so in the 
course of the few visits he paid here in the 
post-1947, years. 

; Sadly forhim,he was much misunderstood 
and maligned in Pakistan. From the Quaid 
downwards, his loyalty was suspect; his 
demand for Pakhtunistan viewed as 
Subversive of the new nation's very 
foundations. Few heeded his repeated 
reiterations that he had sworn fealty to the 
aew state; that his demand was essentially 
’ for the largest measure of autonomy for his 
;people and their ways of living. The 
, Pakhtunistan that he craved laid no extra¬ 
-territorial claims, much less did it envisage 
1 breakup of Pakistan. For a variety of 
reasons, Islamabad’s predominantly Punjabi 
ruling elite sought to ignore his assurances 
vied continued to call in question his integrity. 

: Was it any wonder then that for long spells 
>ionger than did his Raj gaolers - they kept 
dm behind bars without even the fig leaf 

f a trial. And on the morrow of the birth 
the new state banned his Khudai 
Khidmatgar movement and hounded down 
t$ individual members in a shameless 
< rendetta that knows few parallels in political 
mecution. The end-result has been there 
/ brail to see: an alienated Frontier province 
dhose proud Pathans have stood up for their 
; tfhnic identity. And added their own quota 
Q Pakistan’s myriad other problems. 

Korejo's is one of the few books on 
i ladshah Khan that has come out during the 
last 50-odd years since Pakistan's birth, 
ted has, in its own way, tried to restructure 
:.he past. Essentially, the author’s approach 
a two-pronged. To start with, he maintains 
fext Badshah Khan, as well as Abul Kalam 
;Azad, were “neither consulted nor informed” 
jefore Congress rejected the Cabinet Mission 
Han for a united India and accepted the 
partition which had a “direct bearing” on the 
tyure of the Pathans. Such “disgraceful 
"Wrtment” of the two topmost Muslim 
Wionalist leaders exposed Congress 


“pretensions’ of representing the Muslims 
of India. 

Nor was Congress alone the culprit. Insofar 
as he held the Congress responsible for 
“throwing him to the wolves” and “not intimi¬ 
dating” (Korejo*s words) Pakistan over the 
issue of Pathanistan, Badshah Khan too was 
guilty of lacking “enough courage” to stand 
up to Gandhi and Nehru, of “suppressing his 
conscience” when he should have been 
“outspoken”. And becoming “eloquent” 
when it was too late! 

Unhappily for him, Korejo’s accusations 
are not borne out by facts. Four Congress 
representatives - Azad, Nehru, Patel and 
AGK - had participated in discussions with 
the Cabinet Mission, May 5-12, 1946. AH 
of them were present at the A1CC meeting 
in Bombay in July when Congress endorsed 
its acceptance of the Mission’s May 16 Plan. 
It was the Muslim League Council under 
the leadership of the Quaid which, on July 
28,1946, withdrew its earlier acceptance of 
the plan and decided to launch ‘Direct 
Action' to achieve Pakistan. 

There is no evidence to suggest that AGK 
and Abul Kalam Azad were not a party to 
the Congress decision accepting the partition. 
Since Korejo has drawn heavily on D G 
Tendulkar’s Abdul Ghafar Khan: Faith Is 
a Battle , it would be only fair to reproduce 
the latter's version of events: 

Ultimately when the Working Committee 
accepted the partition (at its meeting in New 
Delhi on June 3) and the referendum in the 
Frontier Province, Abdul Ghafar Khan told 
Gandhi and the Working Committee... 
Later Tendulkar reproduces Badshah Khan’s 
own version of events: 

The decision about partition and referendum 
in the Frontier Province was taken by the 
High Command... Only Gandhiji and 1 
opposed it. Sardar Patel and Rajagopalachari 
were in favour of partition and holding 
referendum in our province. The Sardar said 
I was worrying over nothing. Maulana Azad 
was sitting near me. Noticing my dejection 
he said to me, ‘You should join the Muslim 
League'. (Tendulkar, paperback edition, 
New Delhi, 1987, p 424). 

So much for Azad and AGK being “neither, 
consulted nor informed”. 

On another count, Korejo would have us 
believe that Congress emissaries approached 
the Afghan government “to extend active 
support” to the Khan brothers for the 
independent state of Pakhtunistan. Nor was 
that all. There was “a sinistar design” to 
secure Kashmir “as part of the border (sic) 


fetrategy* covering Kashmir and the NWFP. 
In other words. Kashmir was to be used as 
“a backdoor” to reach the Congress- 
dominated NWFP. 

Had Ghafar Khan publicly denounced these 
secret contacts between Kabul and the 
Congress, he would have proved his bona 
fidcs. But as it turned out, these contacts 
became more intimate and sinister in the 
days to come (Korejo, p 184). 

The harsh truth is that Nehru had written 
categorically to Khan Sahib that “we cannot 
admit Afghanistan's right to any part of 
India”. Khan Sahib's response was even 
more unambiguous: 

We assure you that we never thought of 
joining Afghanistan. ...We have also learnt 
for the first time that the Afghan government 
have officially approached the government 
of India. We have been placed in an 
unenviable position. We know nothing of 
aCongress emissary approaching the Afghan 
government (Tendulkar, p 483). 

As if these exchanges did not make things 
plain enough, at a cabinet meeting on July 
4, Nehru stated that India had “repudiated” 
Afghanistan's “irredentist claim” and 
pointed out that the issue regarding an 
independent Pathan state was a matter 
essentially for the government of India and 
that the Afghan government had no locus 
standi in the matter. (All this and more is 
convincingly documented in the late prime 
minister’s Selected Works and HMSO's 
Transfer of Power volumes.) 

As to the author’s “border (broader?) 
strategy” embracing Kashmi r and the NWFP 
and of using the former to reach the latter, 
all the evidence he can muster is an editorial 
in the Tribune of May 16, 1947 entitled 
'Pathanistan'. This new entity, the paper 
said “can link itself with Hindustan, if it 
likes, through Kashmir which may be 
converted into a democratic unit with the 
popular nationalist party exercising 
governmental authority” (Korejo, p 182). 
Actually, the burden of the Tribune's song 
(which a gracious friend enabled this reviewer 
to scan in full) was the stranglehold which 
“British imperialism”, in an unholy alliance 
with “League Fascism”, had come to exerci se 
over the Frontier province. Here the 
“indomitable” Khan brothers' demand for 
Pathanistan would help “remove the 
poisonous influence of the League- 
bureaucracy from their province” while the 
proposed new entity “can link itself, if it 
likes ” through Kashmir (italics as in the 
original). By removing the italics and tearing 
the sentence from its context, Korejo is nm 
exactly honest with his source. More, that 
a stray, and speculative, newspaper edit, 
with no other supportive evidence, leads 
him to weave a highly i maginati ve conclusion 
is not a little disturbing. 

Noris this a solitary instance. Forelsewhere 
too Korejo is farfrom fair to his own evidence. 
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A case in point is his version of events in 
the days immediately following the birth of 
the new state. 

On the establishment of Pakistan, Governor 
Sir George Cunningham invited Dr Khan 
Sahib and his colleagues to the oath taking 
ceremony, but Tendulkar records that Dr 
Khan Sahib was not asked to take the oath. 
Thereafter the governor asked if Dr Khan 
Sahib would attend the flag hoisting 
ceremony and the latter replied in the 
affirmative. However he did not attend the 
ceremony, as the governor could not guaran¬ 
tee his security, since the arrangements were 
in the hands of Muslim League National 
Guards.‘We were never asked to take the 
oath of allegiance, we were simply asked 
to resign which we refused to do. And then 
our ministry was dismissed* (Korejo, p 193). 
It is instructive as well as revealing to re¬ 
produce the actual citation from Tendulkar: 
On that day (August IS), Sir George 
Cunningham, the then governor of the 
Frontier Province, took the oath of allegiance. 
Dr Khan Sahib and his colleagues were 
invited to attend the ceremony but not asked 
to lake the oath. After the oath taking there 
was also to be a flag hoisting ceremony. The 
governor asked Dr Khan Sahib whether he 
and his colleagues would attend this 
ceremony also. Dr Khan Sahib replied they 
would of course do so. Thereupon the gover¬ 
nor warned him saying that as the arrange¬ 
ments of the ceremony were in the hands 
of the Muslim League National Guards, they. 


Dr Khan Sahib and his colleagues, could do 
so on their own responsibility and that he, 
the governor, could not taketheitsponsibil ity 
for their safety. Dr Khan Sahib apprehended 
some foul play and, therefore, did not attend 
the function. “We were never asked to take 
the oath of allegiance, we were simply asked 
to resign immediately, which we refused to 
do. And then our mifiistry was dismissed" 
(Tendulkar, p 450). 

The wary reader would note that Korejo* s 
rendering paints Khan Sahib as being less 
than co-operative with the new state. The 
truth of the matter though would appear to 
be just the opposite! Unhappily for him, the 
text is full of such instances where the author’s 
doctored version of his sources gives a 
misleading, if singularly distorted, picture. 

In a brief introduction, Korejo has 
confessed that he was “too remote" from 
events and his knowledge, at best, “second 
hand". More, his study was based on “bits 
and pieces" of printed material and was an 
attempt “to construct a profile" that was “by 
no means complete**. More honestly, it would 
appear, he was badly rattled by Wali Khan’s 
Facts Are Facts , an attempt by Badshah 
Khan's son to set the record straight so far 
as events immediately preceding the transfer 
of power in the Frontier were concerned. 
Korejo has charged that Wali Khan's 
objective was to “downgrade** both Jinnah 
and the Muslim League. Without saying as 


'much he took upon himself the task of 
restoring the balance - by doing just the 
opposite. Maligning the Congress and its 
leadership - and downgrading Badshah 
Khan! 

Not unlike the Mahatma, his spiritual and 
political mentor, Abdul Ghafar Khan was a 
man of god. Of peace and transparent honesty, 

A giant among men, there was nothing small 
about him. His tragedy was that like all great 
men, he was far ahead of his times. The 
British had no use for him. In the privacy 
of his correspondence with Waved, Olaf 
Caroe, Governor of the NWFP (1946-47) 
referred to him as “that idiot, Abdul Ghafar 
Khan". Much less did Jinnah and his 
successors have any use for him. Kongo’s 
essay in assessing his place in history suffers 
from a fatal flaw. For, his touchstone is the 
Quaid and the Pakistan movement, both j 
sacrosanct and above reproach. Insofar as 
Badshah Khan fell foul of one or the other, • 
his loyalty, his integrity, his honesty were * 
seriously in doubt. Sadly for the author, his 
brave efforts to build up his case, as the 
preceding paragraphs demonstrate, do not 
stand scrutiny. Badshah Khan's place in 
history has never been in dispute. That a 
prestigious house has lent Korejo's book its J 
name and imprint is not exactly a happy 
commentary on the publishing scenario in 
our neighbourhood. 
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A Bette about CRT. 


C RY - Child Relief and You is an Indian vol¬ 
untary organisation that provides compre¬ 
hensive support to development efforts 
working for socially, economically and politically 
deprived children, women and communities. CRY 
acts as a link between socially concerned individu¬ 
als and corporations who have resources and vul¬ 
nerable communities that need these resources. 
CRY channelises these resources of money, materi¬ 
als and professional skills to child-focussed projects 
in rural, tribal and urban areas all over India. 

CRY has seen that change is possible in the lives of 
deprived children when committed and capable 
people put their energy into development work. 
CRY itself was started by an individual — Rippan 
Kapur (who passed away in April 1994) along with 
six friends who each pooled in Rs.7 to change the 
lives of neglected children. 

Why a Fellowship Programme 

Rippan Kapur believed that individuals made the 
difference simply by caring enough and taking posi¬ 
tive action. His life's work was an example of just 
that It is a belief that is the essence of CRY's work 
and we believe, the key to overcoming any unjust or 
seemingly impossible situation. 

Our country needs many more people to work in 
this area. But the biggest obstacle that people face 
is lack of financial security and moral encourage¬ 
ment both so essential in facing such a challenging 
task. 

It is to reach out and provide an opportunity to 
such committed and capable individuals and to 
encourage them to work full time with children, 
that CRY started The CRY- Rippan Kapur 
Fellowship Programme. CRY looks at taking away 
the burden of economic pressures and allow such 
people to concentrate completely on the tasks at 
hand. 

About the Fellowship Programme 

Interested individuals should have a fairly clear idea 
of what they want to worl^ on. They should be 
either ready to start their 'work or have already 
begun in a small way and need personal financial 
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security to give all their time to their mis¬ 
sion. Only individuals above 21 years of age 
and working with underprivileged children 
will qualify for the Fellowship.Special pref¬ 
erence will be given to women and those 
working with children in remote rural or 
tribal areas. 

Individuals working alone or in association 
with other individuals or institutions will 
qualify provided they are the main force 
behind the idea and have the ability to 
translate the idea into reality. Interest and 
involvement in research and documenta¬ 
tion in the field of children will also be con¬ 
sidered provided there exists a clear field 
based on long term follow-up in the indi¬ 
vidual’s action plan. 

CRY offices will receive and scrutinise 
interest forms filled in by potential candi¬ 
dates and an independent selection team 
will decide on the persons to be awarded 
the fellowship support. 

What you have to do 

Individuals^ wanting to apply for The CRY- 
Rippan Kapur Fellowship Programme from 
Maharashtra, Gujarat. Goa and Southern 
Madhya Pradesh may contact our 
Fellowship Co-ordinator at the CRY 
Mumbai Office with: 

1. A brief write-up on the proposed area 
of work and its objectives. 

2. A summary of the action plan initiated 
or to be initiated. 


3. A note on their present work status and 
why they need the fellowship support. 

This information should be sent by 
June 15.1996 to: 


Deepa Chandrasekhar 
CRY-Child Relief and You 
l89/A,Anand Estate 
Sane Guruji Marg 
Mumbai 400 011 
Tel:3063651/3647/3096845 
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SPECIAL ARTICLES 


In tiie Eye of the Storm 

The Left Chooses 

Aijaz Ahmad 

The elections of1996 were held under three large shadows: (J)the new consensus among the Indian bourgeoisie to abandon 
an independent economic policy in favour of full integration with imperialist capital; (2) the programmatic communalism of 
the RSS-Sena combine; and (3) the pragmatic communalism of the Congress. The Left. led the CPI(M), waged a relentless 
struggle to bring about a ' non-BJP, non-Congress government’. The formation of the United Front, which Congress has been 
forced to support unconditionally, is the first materialisation of that project. However, Jyoti Basu turned down the request 
to become prime minister on the pleas that the CPl(M) would form a government only when it has a strong enough mandate 
to implement its own policies . This pincipled position has enhanced the stature ofCPI(M) as it appears willing to guide the 
secular forces but refuses the ultimate charm of electoral politics: premiership. 


THIS article is being drafted in an 
interregnum, in the moment of prolonged 
dread, between May 16, when Atal Behari 
Vajpayee, a man who joined the RSS more 
than 50 years ago, has been sworn in as the 
prime minister of India, thanks to a 
presidential indiscretion that has been passed 
off as constitutional propriety; and May 28, 
when this man, who sacrificed his post as 
foreign minister and led his contingent of 
MPs out of the Janata Party on the 'dual 
membership' issue not so many years ago, 
is to prove his majority on the floor of the 
house. As I make my last revisions of this 
text, president Sharma, in another part of the 
city, is reading to a joint session of the two 
houses of parliament a speech written by 
members of the RSS, despite the opposition’ s 
plea that the president ought not announce 
to the nation policies of a government so 
retrograde and destined to fall in three days. 
But this presidential action too is considered 
the epitome of constitutional propriety, for, 
without the presidential address a fresh 
parliament cannot be inaugurated even if the 
first order of business foi parliament is to 
dismiss the government. Such arc the strains 
under which the Indian Constitution, one of 
the very best in the world, is struggling to 
survive. One can only hope that this 
government will fall and that the Constitution, 
choked and having constantly to come up 
for air, shall gain a fresh lease on life. 
Meanwhile, the city of Delhi, this capital of 
a formally secular India where five of the 
seven seats of parliament went to the BJP, 
has witnessed scenes of delirious joy as 
members of the RSS walked into corridors 
of highest power in the land. Today, the city 
wears a macabre air of normalcy. Between 
extremes of fear and hope, one begins to 
collect one's thoughts. 

I 

Saffronisation and Liberalisation 

The Lok Sabha elections of 1996 were the 
first to be held in the aftermath of two 
structurally related watersheds, the-most 


momentous in the whole life-span of the 
Republic since independence. 

The first of these passes under the euphe¬ 
misms of ‘liberalisation’, ‘globalisation’, etc, 
and reverses the trajectory of economic 
development on which the Indian state was 
initially based in the formative years of the 
Republic. That trajectory had been on the 
retreat for a good many years but its full 
withdrawal was announced only with the 
advent of the Manmohan-Rao regime. As to 
when the retreat began, honest observers can 
disagree. It perhaps began with V P Singh’s 
assumption, under Rajiv Gandhi, of the office 
of finance minister, an office that was to be 
later held by Manmohan Singh and is 
occupied this week by Jaswant Singh; it is 
of course obvious that Manmohan and 
Jaswant are the Siamese twins of India’s 
New Economic Policy, but that V P Singh, 
the spiritual mentor of the National Front, 
could perhaps be credited with the initiation 
ot the policy signifies how broadly held the 
consensus is within the ruling class and how 
thin, therefore, the razor’s edge that the Lett 
has to tread when it comes to the choosing 
of allies and the formation of governments. 
Others may credibly argue that the retreat 
of that initial model began earlier, with Indira 
Gandhi’s last lerm, or with the Janata 
government which was notable for its 
hostility toward the Nehruvian past and Us 
dominance by the Jan Sangh, the segment 
that gave to Janata the largest number of its 
scats, under Vajpayee’s leadership. It is also 
well to recall that .t was from the twin origins 
ol Lohiaite politics and JP’s insurrection 
that there arose those contemporary 
strongmen of Bihar and UP - the Mulayams, 
the Laloos, the Sharad Yadavs - with whom 
the Left has had to make some sort of 
understanding in order to try and forge an 
alliance of sorts against the emerging 
consensus of the ruling class on saffronisation 
of Indian politics.’ Finally, it could also be 
argued quite plausibly that the retreat began 
much earlier, when Jawaharlal Nehru, the 
prime minister of India, began taking his 


tutorials from John Kenneth Galbraith, the 
urbane Harvard economist who came to 
India as ambassador of the US and took up 
thi s tutori al post, after a decent 1 apse of some 
years, more or less where Mountbatten had 
left off. 

Be that as it may. The point is that the 
retreat has been long in coming but was fully 
and dramatically completed only with the 
advent of the Manmohan-Rao regime. It was 
only fitting - in one of those not entirely 
intended justices of history - that the instal¬ 
lation of this regime in India roughly 
coincided, with the dissolution, elsewhere 
on the globe, of the Soviet Union and all 
that it had signified in the triangular struggle 
between capitalism, socialism and nationa¬ 
lism since the end of the second world war. 2 
The global environment for such a shift in 
national policy was thus more favourable 
than at any previous moment in the short 
and unhappy life of this Republic; for 
capitalism generally, it was undoubtedly the 
most auspicious moment since at least the 
first decade of this century if not since that 
Paris Commune our of which mass parties 
of the working class had initially arisen and 
whose logical culmination the Bolshevik 
Revolution had been. It is only because it 
is intrinsic to the very structure of the present 
argument that I am here repeating what is 
so obviously a truism on the Left today: that 
‘liberalisation’ in India is part of a global 
offensive of capital in the moment of its 
greatest triumph - a triumph whose scope 
is not much diminished, so far as countries 
of backward capital are concerned, by the 
internal stagnation of advanced capital of 
the OECD countries. We have spoken already 
of the re-direction of policy over perhaps 10, 
possible 20, plausibly 30 years. These two 
elements, the global environment and shifts 
in policy, refer to the role of imperialism and 
the state. But what about the ruling class 
itself and those accumulation processes which 
guarantee its own extended reproduction 
and therefore determine its policy perspec¬ 
tives and attitudes toward imperialism? The 
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crux of the matter in this regard is that much 
has changed in the world of capitalism, 
national and global, since India’s indepen¬ 
dence, and the drastic shift in attitudes and 
demands of the Indian bourgeoisie reflects 
these changes. 

Some of these changes can be summarised, 
more or less telegraphically. (\) Thanks 
precisely to those same policies of protec¬ 
tionism, import substitution, planned support 
of the private sector by the public sector, 
etc, which its ideologues now blame for its 
inferiority in the world market, the Indian 
bourgeoisie has achieved levels of accumu¬ 
lation that now make it possible for this 
bourgeoisie to demand from the state that 
protectionism be abandoned and that it be 
allowed full integration with advanced 
capital. (2) Thanks, also, to the policy of 
cheap and broad-based scientific and 
technical education first formulated in the 
Nehru years, we have witnessed stupendous 
growth of a widespread techno-scientific 
personnel in India, which now becomes the 
basis of certain types of advanced production 
inside India on which indigenous capital 
could make great profits through its co¬ 
operation with advanced metropolitan capital 
with the latter’s technological inputs and for 
the latter’s markets; in tum, imperialist capital 
is attracted by the comparative advantage of 
low infrastructural and labour costs, including 
the scientific/technical labour itself. (3) This 
process of the integration of Indian capital 
with that of the metropolis is accelerated 
further by the disappearance precisely of 
that alternative pole of Soviet socialism that 
had underwritten the ideology of the third 
path - between socialism and capitalism; the 
famous ’non-capitalist path’ - and which 
had provided the technology supports to 
make it somewhat practicable. (4) This 
integration is facilitated further by techno¬ 
logies of flexible production which make it 
possible to fragment the production process 
and move much of it around across the globe 
in search of short-term profits and pliable 
junior partners, while new information 
technologies, availability of huge money 
Supplies for global investment, tax systems, 
trade agreements, travel facilities, etc, help 
facilitate the global unfolding of this flexible 
production. (5) All this has led to multiple 
sources for investment funds and techno¬ 
logical goods (not just the US but also 
countries of the EC and the cast Asian zones) 
and unprecedented levels of mutual integra¬ 
tion among various national capitals across 
countries and continents, and across quite 
different levels of development, advanced 
and backward. Imperialism, the highest stage 
of capitalism, is internally more united and 
globally more dominant today. The strategic 
shift on the part of the Indian ruling class 
from protectionism to globalisation is a 
considered response to its own interests and 
capabilities, to its estimate of the scope of 
the home market in terms of the size of the 


consuming middle classes and their con¬ 
sumption patterns and aspirations, as well 
as to the global realities within which it 
functions and in which it sees its historic 
opportunity. 

In these global and national environments, 
then, there has been a comprehensive retreat 
from the economic national i sm of the national 
bourgeoisie that once reflected the class 
configurations of the colonial period and the 
early years of the Republic when this 
bourgeoisie indeed sought protection. In¬ 
stead, the bourgeoisie has radically trans¬ 
formed its own policies and aspirations, and 
launched an immensely powerful offensive 
against that earlier national compact which 
it now dismisses contemptuously as mere 
‘populism’. The scope of the class offensive 
of the bourgeoisie as it has been articulated 
thus far can be best gauged from the fact 
that ’liberalisation’ today commands a 
consensus among the bourgeoisie far more 
absolute than Nehruvianism or anything else 
has ever been abloto achieve. The two major 
parties of this class, Congress and BJP, are 
entirely agreed on this consensus, to the last 
comma and dot and smudge of ink. For the 
benefit of those who believe that a Jyoti 
Basu candidacy for the leadership of the 
Third Force would have paved the way for 
’pro-people policies’, leaving a lasting 
imprint on state policies, it might be worth 
recalling that the entire United Front, barring 
the Left Front itself, is an enthusiastic and 
explicit supporter of the whole structure of 
liberalisation. That is why no sustained 
discussion of fundamental policy was 
possible - among, say, Surjeet, V P Singh, 
and Chidambaram - before the (fious wish 
for Jyoti Basu’s prime ministership got 
floated with such fanfare. Indeed, it is much 
to be doubted that everyone in the Left Front 
itself wants to question the modalities of this 
’liberalisation’. Would the CPI or the 
Forward Bloc stand firm if a confrontation 
with foreign capital developed over the 
cancellation of a handful of contracts, or 
with domestic capital over recovery of some 
of the public properties that have been sold 
away? Now, even history can’t quite answer 
that question. 

We might add that the theories of 
‘liberalisation’ that the Indian bourgeoisie, 
together with foreign capital, is implementing 
today through the Indian state are not derived 
from the contemporary liberal theory as it 
has been amended under the impact of social 
democracy by such theorists as Rawls, 
Dworkin or Charles Taylor wherein the 
market is to be curbed for communitarian 
ends and the social good. Our ’liberalisation* 
is derived rather from the pristine, dog-eat- 
dog, 19th century variety as it has been 
resurrected for cur own time by Hayek and 
Friedman. In this liberalism, especially as 
it gets applied to formations of backward 
capital, the state becomes purely ”a managing 
committee of the bourgeoisie as a whole” 
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and more or toss disappears as regulator of 
the social good, while its regulatory functions 
are re-distributed downward into the market 
and outward to multinational corporations 
and the emerging world government of the 
World Bank, IMF, GATT, various Inter¬ 
national Financial Institutions (IFIs) and 
multilateral agencies. In this situation, the 
vocation of the nation-state undergoes a 
fundamental mutation: the state no longer 
represents the interests of the nation in the 
world of international competition; it comes 
to represent, rather, the interests of 
‘globalisation’ to the nation. 

That, then, is the first watershed: an 
impregnable ruling class consensus, the 
ruling class itself very much on the offensive 
in pursuit of that consensus, with full support 
from imperialism, apparatuses of the Indian 
state, the main political parties, the media, 
the consuming classes in the major cities, 
90 per cent of the Lok Sabha itself. 

Then, the second watershed: saffron, the 
spectre of Ayodhya, the emergence of 
communalism as the dominant ideology of 
the country's ruling institutions and dominant 
sections of the middle classes. 1 It is doubtful 
that much more of the populace at large has 
been saffronised since 1991; BJP’s rise from 
119 seats in the previous Lok Sabha to 160 
in the present one has been achieved with 
roughly the same proportion of the electorate 
on its side: about 10 per cent, considering 
that roughly half of the total electorate did 
not even bother to vote while BJP thrives 
on the commitment of a hardcore that does 
vote. What has changed drastically is the 
level of support communalism now gets 
from the dominant structures, in terms of 
class, caste, capital and party affiliation. 

Ayodhya was a watershed in contemporary 
Indian history because it signified the 
emergence of a powerful consensus in favour 
of Hindutva, the hard and the soft of it, 
among large sections of the ruling class. Let 
us recapitulate the well known facts which 
I recall here because this too is intrinsic to 
my argument. In Uttar Pradesh, where I was 
born, the Bharatiya Janata Party, the 
parliamentary face of the RSS. was in charge 
of the state government at the time when 
various fronts of that organisation, together 
with their allies in Shiv Sena, converged on 
Ayodhya and demolished Mir Baqi's antique 
little mosque, in a fascist spectacle of gigantic 
proportions, justifying this defiance of the 
Supreme Court as a heroic act of redemption 
of the Hindu honour; the spectacle went on 
for five hours, in full view of the electronic 
and print media as well as the security and 
intelligence apparatuses of the state. The 
Supreme Court itself did nothing to bring 
the culprits to book and Kalyan Singh was 
at length let off with a pretty little slap on 
the knuckles. Eventually, some judges of the 
Supreme Court rewarded the criminals of 
Ayodhya with a judgment that went out of 
its way todeclarethat Hindutva and Hinduism 
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oxse and tfeisi same-tiilns* In tfee msuins 
months, the RSS made full use of its 
exoneration by the highest judicial authority. 
The chief justice did not convene a full 
bench to review that judgment. 

Theliberal/Left intellectuals, among whom 
l too belong, have been a bit too sanguine 
about what we took to be chances of Hindutva 
prevailing. In the assembly elections after 
the Ayodhya demolition, the electorate of 
UP gave to the B JP an additional 2 per cent 
of the vote, above what it had had before 
the demolition. The electoral arithmetic was 
such, however, that the short-lived Mulayam- 
Mayawati alliance had kept the BJP out of 
government. Most of us tended to ignore the 
increase in the BJP’s share of the vote and 
contrived to believe that its immediate in¬ 
ability to form government in UP was a 
popular verdict against the Ayodhya 
demolition in the key state of the country 
- indeed, in the very state in which the 
demolition had taken place. Mayawati’s later 
alliance with BJP came as a rude shock, but 
we tended to look at it in terms of BJP’s 
intrigues and Mayawati’s betrayal. The idea 
was rarely entertained that caste-based 
politics of the downtrodden, led by the 
upwardly mobile, may itself frequently 
produce rightwing populisms of a sort that 
would be fascistic in their own way; that, 
in the north at least, many of the dalit 
groupings would find it perfectly possible 
to align with the ‘manu wadis’ against OBC 
power; that many of the most bitter contests 
are likely to be not between the uppermost 
and the lowest castes but between castes that 
are adjacent to each other, jostling for the 
same space, or among fractions of the same 
caste; and that all this may play right into 
the hands of the ‘sangh pari var’ so that caste- 
based politics had to be practised and/or 
applauded with much caution and restraint. 
On the eve of the recent elections, liberal- 
Left social scientists who are supposed to 
understand such things contrived to see no 
great enthusiasm for the BJP in UP; in the 
actual election results, the BJP maintained 
its winning streak and, thanks to the SP-BSP 
split, managed to convert its steadily 
improving share of the vote into a landslide 
in terms of Lok Sabha seats. In the wake 
of the Ayodhya demolition Prabhat Patnaik, 
the eminent Marxist economist, had argued, 
quite correctly, that the RSS was indeed a 
fascist organisation but had also argued, 
more problematically, that this Hindutva 
fascism cannot gain governmental authority 
because Big Business doesn’t want it. 4 As 
years go by, larger and larger sections of 
business, big and small, have been choosing 
otherwise; this week’s rumour; partly 
authenticated by BBC, has it that a wide 
cross-section of Big Business is pouring in 
sackfuls and truckloads of money for the 
BJP to buy up the requisite number of MPs 
before they have to show majority on the 
floor of parliament. 


But, then, there is alsothe question of the 
Congress. The habits of the canonical, anti¬ 
colonial nationalism have taught us that we 
must look at the body politic as essentially 
healthy, the cancerous growth as being local 
and marginal, located in the ‘backward’ 
sections of society, reversible through 
measured doses of the correct ideology, while 
the nation marches forward on the path of 
realising its ci vilisational ethos of ecumenical 
toleration, unity in diversity, etc. These habits 
focus especially on the humane and secular 
nature of the elites, and the constant 
invocation of the hallowed name of ancestors 
- Gandhi, Nehru, Azad, what have you - 
has helped us conceal from ourselves the rot 
among precisely this elite as it re-clothes 
itself in saffron, the hard and the soft of it. 
The illusion about what has been the primary 
ruling institution has been particularly strong, 
with a tendency to recur after each dose of 
reality; communalism, we made ourselves 
believe, was a minority position within the 
Congress, which could be isolated, perhaps 
even more readily than in the nation at large. 
Facts have long been otherwise. 

We have for long had to choose between 
the programmatic communalism of BJP and 
the pragmatic communalism of the Congress. 
The communalisation of every arm of the 
state has proceeded apace under the benign 
gaze of the Congress; every time the riots 
broke out, right up to the countrywide 
bloodshed in the wake of Ayodhya, it 
routinely saw sections of its own police and 
paramilitary forces, in little places like 
Bhagalpur and in great cities like Mumbai, 
join the main instigators of the riot, often 
participating in orgies of rape and loot, 
uncaring of any consequential measures 
against them by the state whose employees, 
representatives and agents of law they were. 
Their understanding of their own governing 
party was shrewd: at the highest level of the 
party and government, communalism was 
played like a game of chess: Bhindranwale 
here, the "Hindu card* in Jammu there, the 
mass killings of Sikhs in the capital itself, 
the cynicism of the Shahbano case, the 
opportunism of getting the locks at Ayodhya 
mosque undone, the studied refusal to bring 
culprits to book, be they personnel of (he 
state itself or the marauding preachers of 
Hindutva systematically inciting violence, 
year in and year out, in contravention of law 
and Constitution alike. Then came Ayodhya. 
This culmination was logical; and the reaction 
of the Congress predictable. It did nothing. 
The intelligentsia was horrified, but most 
sections of it learned, in time, to recoup the 
"lesser evil* thesis with no holds barred. 

Considerable sections of the Muslim 
electorate in Mumbai thought otherwise; 
helpless and furious, they decided to teach 
the Congress a lesson by voting for their own 
mortal enemies, the Sena-BJP combine. At 
least one vicious circle, on which the 
Congress had banked so heavily, was broken: 


the cocky presiunptfion that since the Muslims 
would never go to the hard saffron, Congresf 
was free to pursue its own soft saffron. One 
does, at times, have to cut off one's nose 
in order to spite one’s face - given that the 
face is disfigured enough and is already in 
an advanced stage of decomposition! TT*en 
came the Mumbai blasts, in the heart of the 
financial district, which put the fear of god 
in the hearts of the big bourgeoisie; even the 
BJP-Sena combine learned, to the extent ofj 
their ability, to behave, at least up to now: 
growing communalisation of Maharashtra’s 
state and society under their government, 
yes, but a communalisation that falls well 
short of orgies of violence. The bourgeoisie* 
in any case, shook; never again has Hindutva 
been so violence-prone. And, true to form; 
the Congress displayed infinitely greater 
alacrity in its efforts to apprehend the culprits 
of the blast than it ever showed in apprehem 
ding the culprits of Ayodhya, who continued 
to operate as the government-in-waiting 
which, as it turned out, they truly were. Why 
did the government machinery make such 
determined efforts to apprehend the per< 
petrators of the blast? Simple: they wen 
Muslims. Yet again, the famous "Hindu hurt, 
was to be assuaged. With such friends, wht 
needs enemies? The alacrity of the searcl 
for the blast culprits led to absurd ends: tw< 
of them, smugglers and "hawala’ operators 
were traced to the homes and patronage 0 
a Congress minister and a BJP MLA wht 
was also a k no wn cn mi nal: between varietie 
of criminality and varieties of saffron, th 
circle was closed. 

We arc speaking here of the two rulin 
institutions of today's India, and we ar 
speaking of the highest levels of the judicil 
system, the last refuge of legality and cor 
stitutionality in the Republic, parts of whic 
appear contaminated by Hindutva and whos 
main pillars feel undermined and hemme 
in by the practical refusal of the executiv 
to carry out its injunctions. 

At the other end of the political spectral 
stands the Left. All mythologies aside, t \ 
most obvious material fact about the Let 
is its overwhelming weakness and its inabili; 
to break out of its regional sequestratio 
Honest people can disagree about the causi 
of it. but facts testifying to this weakne 
are grim, as even the recent elections testif 
The Left Front as a whole commands a me 
10 per cent of the seats in the Lok Sabh 
within the Front. CP1(M), which carries t) 
main weight and burden, can be crediti 
with 32 (33, if you count an Independer 
out of 537; the strength of the Left Froi 
as well as of CPI(M), in the present L» 
Sabha is lower than in the previous one. 
the state assembly elections in its t\ 
strongholds. West Bengal and Kerala, t 
really significant fact is not that the L 
Front has retained power with acomfortat 
margin or that the Left Democratic Front Y 
returned to power with 80 seats out of 1 < 
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Urn man idling feet is that the margin in 
'West Bengal has been considerably reduced 
"and that CPI(M) itself has won only about 
half of the LDF seats, 41 in a house of 140, 
or less than one seat out of three; so broad 
Is the alliance in Kerala that unlike West 
' Bengal where even Forward Bloc can be part 
of a Left Front, in Kerala the word 
‘Democratic* has had to be inserted between 
‘Left* and ‘Front*. These are indicators of 
extreme weakness, the overall triumph in 
Kerala notwithstanding. It is doubtless true 
that what has come to be known, justifiably, 
asCPI(M)'s ‘moral authority* is very much 
fer in excess of its numerical strength. 
However, only idealists would forget material 
"fects in favour of moral leads. Politics as a 
branch of ethics requires its materialisation 
as a practical force in a given constituted 
’ field. And, the rules of thumb about ‘moral 
authority* are two m number. One: moral 
' authority has much more leverage in the 
'making of coalitions before the formation 
l 'of government, but the utility of it can 
diminish with shocking speed if one becomes 
' a prime minister simply on the basis of that 
^moral authority with no material force to 
'back it, especially if, owing to the lack of 
lumbers, one has been forced to include 
l rink ‘liberalisers', scam-ridden crooks and 
1 Representatives of charge-sheeted criminals 
1 n one's cabinet. Second, if moral authority 
J s all that one has, it is precisely the moral 
1 ttithority that needs to be preserved, instead 
1 rf being staked, for unpredictable gain and 

* n an odd mixture of panic and euphoria, at 
he first sign that the mortal battle is about 

1 o begin. Thai, more or less, is what was 
nvolved for the Left in its consideration of 
'he idea that Jyoti Basu be offered as a 
andidate for the post of prime minister - 
\matter to which 1 shall keep returning again 
ild again, and will analyse at some length 
t the appropriate juncture in the course of 
lie present argument. 

It was, m any case, in circumstances of 
’ ^paralleled gravity, and faced with an 
baolute consensus in favour of ‘libera- 
sation' and with the rise of ‘saffron 1 to a 
osition of dominance in political and 
feotogical apparatuses of state, that the Left 
at out to achieve what seemed impossible: 
isemble a coalition against this overwhel- 
ting force. The wedge to prise open this 
ding class power seemed to lie in the fact 

* tat a wide variety of regional parties and 
’ foups. who were agreed with the two ruling 
latitutions on the issue of ‘liberalisation' 
nd all that that entails, were nevertheless 
liber openly hostile to ‘saffron* or were at 

, Wt indifferent to it. A partial redress of 
’hit the ruling institutions had perpetrated 
3 uld perhaps be attempted by bringing such 
vices together. CP1(M) was, as everyone 
nows, the main instigator and most 
. ^severing advocate of the initiative. What 
’ Seemed to propose, under the shorthand 
ogan that has by now become well known 
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- ‘Non-Congress* Non-BJP Government of 
Secular and Democratic Forces* - can 
perhaps be conceptualised in terms of four 
concentric circles: (a) the Left Front which 
was already in place and was quite reliable; 
(b) the resurrection of a National Front which 
already existed buthardly went much beyond 
the splintered JD and was thus greatly in 
need of repair and expansion; (c) an LF-NF 
alliance; and, surrounding all that, (d) a 
loose network of bilateral regional alliances 
between individual members of NF-LF and 
local parties that had not been drawn fully 
into NF: altogether, this last and largest of 
the concentric circles was to be called the 
Third Force or the Third Front. Prospects 
were daunting. The refusal of Bahujan Samaj 
Party (BSP) to join with Samajwadi Party 
(SP) and, indeed, to continue flirting with 
BJP meant that no major alternative could 
be posed against the latter m their UP citadel. 
Naidu's insurrection, NTR's overthrow and 
death, and Laxmi Parvathi's candidacy served 
to uriBtrmine the National Front and bolstered 
the Congress in Andhra Pradesh. In Bihar, 
Laloo Prasad failed to stem the formidable 
force that the combination of B1P and Samata 
Party became, and the two Yadavs found it 
difficult to overcome local animosities. 
CP1(M) persisted but, in view as much of 
its overall strategy as the material constraints 
imposed by its numerical inferiority, it 
refused to assume formal leadership of the 
Alliance by offering a prime ministerial 
candidate. The issue of Jyoti Basu*s 
candidacy was debated among parties and 
in the press for virtually the whole year but 
CPI(M) never indicated consent and 
remained intransigent: guidance, but no 
formal leadership. 

As the election results rolled in, all seemed 
lost: BJP increased its tally substantially and 
emerged both as the dominant force in the 
west and north, the most populous zones of 
India, and as the largest party in the country; 
together with its allies, it gained roughly 
twice as many seats as the N-F Alliance, 
while the rest of what was loosely called the 
Third Force did well but was not part of the 
formal alliance. Over the next 10 days, 
however, two things of great significance 
happened: the Third Force rapidly came 
together to eventually transform itself into 
a United Front, but the CPI(M) whose brisk 
guidance made it all possible, refused to 
spare Basu to lead the government, if and 
when a government of the United Front (UF) 
would materialise. If the UF holds together 
and overthrows the BJP government on the 
floor of the house and takes charge, with the 
Congress forced to bring up the rear, to save 
its own bloodied skin, without winning any 
of its purported conditions, it will have been 
the greatest feat of organisational skill in 
recent memory, and moat of Che credit shall 
accrue to CPI(M): a government of UF is 
nothing but a materialisation of CPI(M)’s 
slogan of 'Non-Congress, Non-B JPGovern¬ 


ment of Democratic, Secular Fortes*. That 
a small battalion of 30-odd MPs, guiding a 
rag-tag coalition of anti-communist secu¬ 
larists, is about to achieve precisely this end, 
is, to say the least, astonishing. The other 
decision of the CP1(M) - not to field Basu 
for premiership - has served to enhance its 
prestige among outsiders, who are agog at 
the sight of a political party that still has the 
moral stamina to refuse premiership, in the 
light of its own principles, even when it is 
offered the opportunity on a platter. That 
same decision has been construed in a 
substantial section of the Left intelligentsia, 
however, as an act of cowardice which has 
made the party lose a historic opportunity. 
When we comment on this 'historic oppor¬ 
tunity' thesis, we shall argue that far from 
missing it, CPI(M) has made the fullest 
possible use of it, by demonstrating, in 
practice, that, unlike other parties, it acts not 
for self-aggrandisement but for the trans¬ 
formation of the social, political, economic 
structures of the country and for an ethical 
regeneration of India in its own image. It 
has thus earned the right to lead, not 
through overlordship but through creation 
of moral consent. In Gramscian language, 
this is referred to as "the accumulation of 
hegemony*': a growing perception, within 
the predicates of a democratic order, that 
communists are the moral arbiters of the 
age and therefore have the right to rule if 
and when their material power in society, 
in the form of actual political strength, 
comes to correspond their moral authority. 

n 

Liberal Order and United Front 

There has also been a cluster of beliefs 
which tended to underwrite the hope, indeed 
the conviction, that the essentially democratic 
and secular India shall not give power to the 
prodigies of the Tari var*. It has been widely 
believed, first, that the majority of the Indian 
populace is essentially secular and will not 
elect to power a party so rabidly communal; 
second, that the humanist and tolerant 
outlooks inherent in Indian traditions of 
piety shall necessarily refurbish the polity’s 
essentially secular chiuaCter; 3 and, third, that 
the upper reaches of Indian polity - the 
constitutional covenant, the liberal intel¬ 
ligentsia, the higher judiciary, the consti¬ 
tutional experts, the English language media, 
the English-educated cosmopolitan bour¬ 
geoisie, Big Business itself - were funda¬ 
mentally liberal and would abhor an illiberal, 
irrationalist, religiously irredentist, violence- 
prone Hindutva combine of the Parivar and 
the Sena. We were going through very hard 
times but the deluge, we were assured, was 
not to be, not in the foreseeable future at 
any rate. It was some such combination of 
convictions which helped persuade many of 
us that the polls which were forecasting that 
the BJP and allies shall emerg e as the largest 
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bloc, with 185 to 200 scats, were biased and 
implausible. 

As it turned out, much of this conviction 
was ill-founded. Whether or not most Indians 
are secular and tolerant is somewhat besides 
the point. A majority of the electorate need 
not vote for a party to come to power. It is 
well known that fascist regimes of the past 
have always taken power as minorities in 
parliament and have always used that power 
to convert themselves into a majority in what 
remains of parliament.* What is much less 
understood, thanks precisely to the bourgeois 
propaganda, is that the association between 
liberal capitalism and majority rule is itself 
a myth perpetrated by the bourgeoisie through 
its legitimation technologies. Extremely rare 
has been the case in the entire history of 
bourgeois parliaments when government has 
been based on active consent of the majority 
of the electorate through the exercise of 
universal suffrage. In a typical capitalist 
society today, roughly one-third to half of 
the electorate tends not to vote; Reagan's 
landslide, the largest in the US history was 
based on 27 per cent of the registered US 
voters. From among those who actually 
bother to vote, a share of 35 per cent to 40 
per cent is almost always sufficient to obtain 
* a clear majority of seats; BJP has just swept 
UP with less than 35 per cent of the votes 
actually counted - which comes to well 
below twenty per cent of the eligible 
electorate. That BJP has received 160 seats 
on the basis of roughly 20 per cent of the 
votes counted, or that its seats have gone 
up trom 119 to 160 without any appreciable 
improvement in its share of the vote, thanks 
to the number of candidates fighting against 
it, is a confirmation of this intrinsically 
aberrant characteristic of bourgeois demo¬ 
cracy. The system of proportionate represen¬ 
tation as Italy until recently had tends to 
somewhat restrict such aberrations; the 'first 
past the post' system that we have inherited 
from our colonial masters tends to accentuate 
the inherent anarchy of what passes for the 
bourgeois political order. Be all that as it 
may. the basic fact is that an electoral test 
to determine whether or not the majority of 
Indians are secular and tolerant enough to 
save the Republic from Hindutva may never 
materialise. 

But then there is also the matter of the 
liberal character of the Indian establishment. 
Here, a minimal clarification of the two 
different usages of the term 'liberal' is in 
order. In political parlance, the term 'liberal' 
refers to free expression of ideas, the right 
of assembly, the formation of political 
minorities and majorities, the main principles 
of electoral politics. It is in keeping with this 
sense of liberalism that it has been widely 
argued, and president Sharma has reaffirmed 
the argument, that in the absence of a clear 
majority in parliament the leader of the I argest 
single party and of the largest alliance that 
went into the elections as a clearly constituted 


alliance 7 must be tilled upon to form 
government. The same principle now requites 
that in order to remain in government BIP 
must prove a majority on the floor of the 
house, because plurality of seats before 
parliament is constituted is not the same as 
a majority after the actual constitution of 
parliament. 

I have grave doubts about the whole 
structure of liberal politics, and doubts can 
only increase when this very structure is 
invoked on behalf of the president who 
overlooks the candidacy of Deve Gowda 
who had commitment of support from well 
over the majority, on the plea that the largest 
party, no matter how small in itself, must 
be invited. This is odd when the president 
knows full well that the one who is first 
called to form government has inestimable 
advantage especially in a city like Delhi 
where money controls so much of what 
passes for politics. But the problem of the 
exigencies of the liberal order extends beyond 
the president to the intelligentsia committed 
to this order. Consider the fact, for example, 
that certified liberals such as Soli Sorabjee 
and Nani Phalkhivala, both eminent 
constitutional experts, publicly advised the 
president to invite BJP to form government, 
as did The Times of India, the heretofore 
keeper of the liberal conscience, in two 
successive editorials in one week.* More 
important, from the standpoint of the Left, 
is that the commitment to the survival of 
liberal democracy also put in a quandary 
great many others in the 'unorganised Left' 
whose detestation of BJP is unquestionable. 
As a political scientist at Delhi University 
put it: if you argue that Vajpayee cannot be 
called to form government because of his 
communalism, what stops someone else from 
saying that Jyoti Basu cannot be called in 
because he is a communist, considering 
especially that, in the electoral arithmetic at 
hand, CPI(M)’s 32 seats compare rather 
unfavourably with BJP's 160? It was, in 
other words, the logic of political liberalism 
itself, as understood by a wide spectrum of 
influential opinion, that required that 
Vajpayee should he called; and the logic was 
so inexorable that even Deve Gowda, an 
authentic representati ve of the growi ng agro- 
based bourgeoisie, could not be called in at 
that stage. Those who imagine that Basu 
would have been made prime minister 
because of his personal charm and prestige, 
and that the Third Force lost the chance 
because of Gowda's lack of such personal 
attributes, lend themselves to a theoretical 
position which sees politics not in terms of 
structural imperatives but as a game of 
personalities - at best a Weberian notion of 
'charisma*. There is no evidence that the 
president’s own views about constitutional 
propriety depended on Jyou Basu’s charisma, 
which is in any case rather stronger for the 
Left Front, its friends and the masses in West 
Bengal than for others in the rest of the 


country. It is of course probable that in case 
Jyoti Basu had acceded to the collective 
request of his colleagues in the Third Force, , 
he ntight have been called in at the second 
stage, i/Vajpayee failed to establish majority 
and after Basu had proved his acceptability 
to the likes of Rao, Manmohan Singh and' 
Chidambaram. 

There is the more crucial meaning of 
'liberalism', however* from which the cur¬ 
rently powerful euphemism of'liberalisation* f 
is derived. This refers to a freedom of the 
market in which capital has the unfettered 
power to deal with commodities, including ; 
the crucial commodity of labour, entirely as 
it pleases; economically liberal states are, as 
a rule, strongly supportive of capital and 
repressive towards labour. India has been ; 
more or less fully liberal in the former, 
political sense since independence; what r 
limits to economic liberalism it had ever set 
for itself are being shed now with remorseless < 
alacrity and pre-Ricardian zeal. Every shred ' 
of available evidence suggests that this 
liberalism is at the heart of ruling class 
consensus even though it is flexible on the ■; 
issue as to which section of its governing 1 
caste shall gain precedence in obtaining the : 
privilege to implement its policies. The fact 
that so much of the support of the capitalist 
class has shifted in favour of the BJP as the 
Congress becomes less and less capable of 
retain its position as the predominant ruling ’ 
institution of the country demonstrates that < 
the bourgeoisie may well be willing to 
sacrifice much of its political liberalism, 
even its secularism (such as it is), at the altar 
of a Rightwing authoritarian regime, so long 
as the 'shock therapy’ of its economic < 
liberalism continues apace. 

I have argued that the premiership of • 
Vajpayee has arisen from inside the logic 
of Indian political liberalism, even though 
some aspects of his party are at variance with 
liberal political principles in the broadest 
sense. 1 wi II further argue that this bourgeoisie 
would have preferred to prolong Congress , 
rule but, given the internal decay of the 
Congress, the imperatives of economic 
liberalism require support for the BJP pre¬ 
cisely because of the latter’s full commitment 
to MNCs, the Indian big bourgeoisie and its 1 
representatives in the bureaucracy. The 
newspaper reports on the first working day 
of the BJP in office were significant in this 
regard. The front page of the Delhi edition 
of The Times of India on May 18, BJP's first ! 
working day in office, carried a photograph 
of Rao and Vajpayee shaking hands and one 
of Jaswant Singh attending office as the new 
finance minister; the main headline read, 
'Government will honour all contractual 
obligations: FM', addressed obviously to 
the MNCs. The layout of the front page in 
the section 'Business Times’ is even more 
indicative. The photograph at the top, the 
only one on the page, was that of Jaswant' 
Singh with Montck Singh Ahluwalia, the 
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^ftnancc secretary and Manraoban Singh's 
^gift lo his successor, looming in the back- 
| ground Below the photograph one found a 
r boxed and highlighted news item reporting 
i the new finance minister's promise that all 
i the high ranking officials in the ministry 
I shall remain in place and there shall be 
ebusiness as usual. In a side column we get 
*)told that with the coming of the BJP 
i. government at the centre the Maharashtra 
e government - not Enron itself so much as 
I the swadeshi government of Hindutva - is 
B hopeful that work on the Enron project shall 
i now begin quickly and in earnest. 11 
E Par from saving us from Hindutva. it is 
t precisely the political and economic 
E. liberalism of the Indian bourgeoisie and its 
t! managing committee, the Indian state, that 
I has brought us to this impasse. Which brings 
f, us to the matter of Deve Gowda, whose 
K candidacy must have been the biuerest pill 
I fDrCPl(M),thechieforganiserofthealIiance, 
I to swallow. He is at the cutting edge of the 
J class offensive of a newly emergent but 
| already very powerful fraction of the Indian 
If big bourgeoisie, namely, the agro-based 
t barons, and the revisionofthe Land Ceilings 
> Act that his government has passed in the 
f. Karnataka state assembly is the most 
1 advanced such measure yet, probably soon 
t lobe followed in Maharashtra; it is significant 
r. that Gowda's main ally within the Congress 
I is said to be Sharad Pawar. This legislation 
H in Karnataka is the direct opposite of the 
ri land reform programme of the Left Front 
n government in West Bengal. Why has 
h GPI(M) swallowed this poison? 

0 , , First and foremost, it would seem, for the 
It sake of the minorities and the secular forces 
hill the country. Anyone still capable of 
t femembering that the mosque in Ayodhya 
1 was demolished, despite the Supreme Court 
f! injunction, when BJP was in power in UP 
t and the Congress at the centre- not to speak 
to of the fact that the Congress government has 
all these years had in its possession all the 
t evidence necessary for prosecuting the 
b criminals in high places and low, and has 
X not done so - can hardly take exception to 
blhe proposition that the minorities are safe 
k (With neither party and that the country needs 
rtfhe government of a secular, democratic 
Ujfoffee which, in the present circumstances, 
$can only be a broad alliance. The practical 
ll’jrassibility of such an alliance providing a 
it ml alternative is greatly weakened by the 
ptfact that the UF government shall becrucially 
ta'idependent on the Congress. Thus, the efforts 
IH Y to put together a Third Force government 
being undertaken from a position of great 
qjrweakness. It seemed far-fetched, therefore, 
that such glaring weakness could be turned 
3Unto strength through a sleight of hand or 
It,play at charismatic politics when some two- 
^thirds of the Third Force was itself anti- 
ttcommunisi and rightwing, the only virtue 
most of them being that they represented 
:4Mi whole range of regional populisms and 
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were not gi ven to apUting dte blood of the 
minorities. In other wofds,apercept i on seems 
to have grown within die CPI(M) that the 
50-odd parliamentarians of the Left Front, 
well over half of whom CPI(M) itself 
supplies, could hardly form the nucleus of 
a government without renouncing all that it 
stood for; BJP and Congress from the outside, 
key members of the alliance such as 
Chidambaram and Gowda from the inside, 
would haveeaten them for breakfast. Indeed, 
the allies themselves were not proposing, so 
far as one could tell from their public 
pronouncements, a government dominated 
by the CPI(M); they seem to have proposed 
only that it lend, more or less as a sacrificial 
lamb, Jyoti Basu as a symbolic figurehead 
without any agreement on policy - a key 
distinction which is often forgotten in the 
heat of debate. This incontrovertible 
weakness of the Left, the unreliability of 
allies on most issues, and yet the necessity 
of a secular and democratic government that 
would protect the minorities - combined 
with the very class nature of the Indian state, 
and the parameters that the specific forms 
of Indian liberalism has defined for its state 
- seem to have dictated the necessity of 
trying to form a government that would be 
reasonably acceptable to that liberal order 
and would yet represent the regional 
aspirations alongside a firm commitment to 
the secular covenant. The ultimate choice 
that the Left made seems to have been that 
it was better to remain at the very base of 
the alliance so as to help it form as stable 
a government as possible, but also to resist 
the lure of the prime ministerial post so that 
it would continue to have the moral authority 
to try and influence policies of the ensuing 
government in the interests of the nation and 
its people. Shrewd as ever, The Time of India 
commented editorially on another aspect of 
this choice, on which the current criticism 
of the majority opinion within the CPI(M) 
by a section of the Left intelligentsia seems 
unspokenly to turn: should the CPI(M) 
remain acommunist party or should it become 
a social democratic one? The Tunes noted 
that it had chosen to remain what it has been, 
at least for now. 10 Despite this refusal to 
become a social democratic party at this 
important juncture, the stature of the party 
kept growing in national politics and even 
among the ranks of anti-communists because 
everyone could seethatneitherafirm alliance 
between JD and SP before the elections nor 
the post-election expansion of the NF-LF 
into a credible Third Force and then into a 
fully Hedged United Front would have been 
possible without the leading role of the 
CPI(M) and its refusal to enter into electoral 
opportunism in order to get the premiership 
in a short-lived government - a little place 
in the sun before the night of long knives 
sets in. 

The inability of the NF-LF to throw up 
during the electoral campaign a leader who 


be projected a* it* prime fttMiteriai 
candidate which had been clearly a drawback 
has turned out to be a blessing in disguise. 
Aside from CPI(M)'s refusal to lend Basu 
for this role, the question was foreclosed by 
the perennial bickering between the two 
Yadavs, and the obstacles facing the only 
credible national leader in the alliance, 
namely, V P Singh. The most obvious ob¬ 
stacle was of course the state of his health, 
which he constantly projected as the sole 
cause of his Danyas’. The structural reasons 
were perhaps even more overwhelming. Even 
though the Raja was the early liberaliser, as 
Rajiv Gandhi's finance minister, the politics 
of Mandal made him the most detested 
individual among the upper castes and middle 
classes across the land but most especially 
in the north, making him equally unaccept¬ 
able to BJP and the Congress; this, on top 
of the impending investigations relating to 
Bofors and the St Kitts' forgery. As it became 
clear after the elections that the alliance 
would have to depend heavily on the Con¬ 
gress. his candidacy became simply im¬ 
plausible. But that the NF-LF had no prime 
ministerial candidate eventually became a 
blessing because the drastically changed 
conditions after the elections had cut both 
the Yadavs to size and thrown up a big bloc 
of seats from Tamil Nadu and a crucial role 
for Naidu from Andhra, paving the way for 
a broad-based United Front to be constituted, 
so that it turned out to be best that the 
candidacy could be negotiated after all the 
realities had fully emerged. Hence Deve 
Gowda as the new and in some ways 
surprising compromise candidate. 

Structures have a way of reasserting 
themselves, and it can safely be said that the 
three political forces that are ranged against 
each other - BJP and its allies, the United 
Front, and the Congress, with their respective 
leaders - reflect the present condition of the 
Indian liberal order quite accurately. The 
landscape is dominated by shades of saftron, 
the hard saffron of BJP which relies heavily 
on Vajpayee's civilities for legitimation in 
the bourgeois order; and the soft saffron of 
Rao’s Congress which does not even have 
the guts to get rid of the leader that has 
brought it to this impasse. It is only fitting 
that Vajpayee and Rao, a would-be poet and 
an aspiring author of semi-pornographic 
fiction, are good friends. But then there is 
the United Front which may, but for the 
power of money and the potential of the 
Congress to stab it in the back, yet defeat 
the BJP on the floor of the house. Its most 
redeeming feature is that it is profoundly 
opposed to saffron, represents a pluraltsation 
of regional aspirations and populisms, is on 
the whole anti-brahminical in its caste politics 
without the stridencies and caste oppor¬ 
tunisms of a Kanshi Ram. Meanwhile, the 
UF is also an authentic expression of con¬ 
temporary liberal order of the Indian bour¬ 
geoisie, in that it accurately represents the 
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shift of political gravity toward the states of 
the south and toward the capital gravitating 
and growing there, in new industries, new 
information technologies, agro-based accu¬ 
mulations, and research and development 
complexes, even as to the west, where similar 
accumulation processes are also at work, 
BJP holds Gujarat quite firmly and shares 
Maharashtra with Shiv Sena and the Con¬ 
gress. It is also quite possible that in case 
the UF actually comes to power, it will start 
supervising a transition in Indian politics 
from the inherited mechanisms of viceregal 
centralisation to the American-style negoti¬ 
ations among constituent states as they arc 
represented by regional leaders, racketeers 
and strongmen; within the predicates of the 
liberal order, we could confer on this process 
the title of ‘democratisation’. 

Ill 

Barbarians at the Gate 

Barbarians are at the gate, but has fascism 
arrived? 

Since that watershed in Indian politics 
which is symbolised by Ayodhya, the present 
writer has been in the forefront of those who 
have argued that Hindutva cominunalism in 
, general and organisations of RSS and Shiv 
Sena in particular are not expressions of the 
familiar kind of rightwing politics but the 
specifically Indian forms of fascism; also 
that our collective devotion to electoral 
politics is such that we tend to treat the BJP 
as a normal political party, like any other 
but worse than all the others (along with the 
Sena of course), and not for what it is, 
namely, an electoral front of a sinister, semi- 
secret, fascist organisation whose bid to take 
power began in the 1920s, a quarter century 
before the founding of the Jan Sangh and 
more than half a century before the BJP was 
even a gleam in anyone’s eye. Most of that 
argument still remains unwritten though 
fragments of it are available in sections of 
three published articles. 11 This is not the 
place to try to formulate what is yet unwritten 
or to recapitulate what has been published 
already. A couple of salient points may be 
summarised nevertheless, starting with the 
global context in which RSS arose some 70 
years ago and the more recent conjuncture 
in which the BJP. as its parliamentary and 
relatively benign face, has made its parlia¬ 
mentary mark, greatly aided by more openly 
fascistic members of the ‘parivar’ such as 
the VHP, Bajrang Dal, and Durga Vahini, 
not to speak of the RSS itself which serves 
as BJP's think tank and practical guide, and 
provides the disciplined core of key leaders 
in a chaotic and corrupt parliamentary party, 
without taking any share of direct 
responsibility. 12 

(1) The founding of the RSS in 1925 took 
place in the first phase of great upsurge of 
fascist movements in Europe, and, inspired 
by the European fascisms, elsewhere in the 
world. Thus, fascism was a generalised 


phenomenon globally, from Norway to 
Argentina and from Austria to Japan, even 
though it took its classical form and 
established its enduring regimes only in 
Germany and Italy. In at least half of the 
European countries such movements were 
very powerful, and a large European zone 
came to be dominated by them at one time 
or another. French fascist writers inspired 
not only the German Nazis but as far-flung 
a figure as Ali Shariati, the anti-communist 
theoriser of the radical side of the Irani 
revolution, who is much idolised by those 
Islamicists and their allies who are dis¬ 
gruntled with the turn the Islamic Revolution 
actually took. Inspired by this European 
phenomenon, many parties were founded 
outside Europe, including the Phalange in 
Lebanon which simply borrowed its own 
name from the Spanish fascists and the Hizb- 
al-Ba'th-al-al-'Arabi-al-lshtraki (for short 
‘Ba'ath,’ and in English The Party of Arab 
Socialist Regeneration') which modelled its 
name on the official designation of the 
German Nazis, National Socialism. 11 The 
RSS was part and parcel of this international 
phenomenon and the founders of Hindutva 
were quite conscious of this connection; 
they are known to have argued that the 
German solution of the ’Jewish Question' 
was a fitting model for the way the ’Muslim 
Question’ could be resolved in India. A 
telling contrast between the European and 
non-European fascisms is that while the 
European ones arose directly in response to 
massive revolutionary upsurge of the 
wovkingclasses and usedaracialistic national 
ideology more for irrational mobilisations 
against the Left, fascism in non-European 
countries, which lacked the sharp class 
polarisation of industrial societies, tended to 
be structured around ideologies of racialism, 
religious zealotry, majoritarianism, right wing 
cultural nationalism, and millenarian rheto¬ 
rics of racial and national redemption. Even 
so, it is important to note that the RSS arose 
in India partly inspired by the European 
phenomenon but. concretely, in response to 
the rise of a secular and all-inclusive nationa¬ 
lism as a mass movement after 1919 as well 
as the very first stirrings of an organised 
working class movement in the 1920s; 
Gandhi and ’Bolshevism* were early features 
of the rhetoric, and when RSS was banned 
after Gandhi’s assassination its imprisoned 
leaders offered co-operation to the Congress 
against the then united CPI. It needs to be 
added also that so pervasive has been the 
influence of fascist ideas outside the Marxist 
circles that such ideas appear simply as 
’common sense’ or as established truths 
even in places where the enunciators of such 
ideas may not even know that they are derived 
from the fascist idcolog/fThis is certainly 
true of great many rightwing ideologies, but 
it can also be easily shown that many of the 
post-modernist ideas of today are embedded 
in the unacknowledged and possibly un- 


realisedinfluenceof die tactst philosophical 
positions against Reason and Modernity. . 
This is the dangerous ground on which our 
own post-modernists, the subaltemist histo¬ 
rians and the indigenist social scientists, 
tend to tread, hence the phenomenon, both 
ironic and logical, that individuals who are 
otherwise opposed to Hindutva come to 
occupy alongside it what Sumit Sarkar has 
called their ’’shared discursive space**. 14 

In our own time, BJP of course has * , 
specific Indian lineage but it is today also 
part of a much wider global turn to the Right; 
and often to the extreme Right, which bar 
witnessed over the past 20 years or so, 
especially from the mid-1970s onward, the 
coming to prominence of irrationalist, racist, 
fascist and proto-fascist movements across 
the globe. Sources for this global trend have , 
been extremely diverse: (a) a reaction against 
the rise of revolutionary movements and 
many other kinds of dissent in the period 
up to the end of the 1970s; (b) the growing 
stagnation of the advanced capitalist 
economies, from the early 1970s onward, 
and the need for irrationalist and national- 
chauvinist movements there to both control 
and divert the working masses; (c) the crisis 
of the Soviet model in the Comecon countries 
and the rise of such movements both to 
combat socialism and to occupy the political 
space being vacated by the retreating 
communist parties; (d) the majoritarian 
backlash against the global assertion of 
minorities for their rights as part of the 
democratic aspirations arising throughout 
the world; (e) the sexual and generally 
patriarchal anxieties in traditional households 
about the increasing participation of women 
in the professions and the labour force, hence 
their partial escape from the 24-hourpolicing 
by domestic regimes; (D the crisis of religious 
and traditionalist orders brought about by 
the spread of secular ideologies and the 
irreversible social process of secularisation 
as a necessary accompaniment of modernity, 
hence the religious backlash; (g) the 
burgeoning communitarian bases of 
organisation in diverse countries, especially 
the poorer ones, to take advantage of electoral 
politics for social advancement and to 
organise collectives to fight all the more 
ferociously over the distribution of limited 
resources, especially in the context of 
capitalist rapaciousness and weak working 
class movements; (h) the objective necessity 
of the bourgeois order to displace the terratn 
of struggle from class conflict to community 
conflict, and so on. As one can readily see, 
the new-found power of Hindutva from the 
late 1970s onward arose at the intersection 
of many of the trends listed above. 

(2) RSS is a unique - and in its own 
sinister way impressive - revolutionary 
organisation of the radical Right. In its 
organisational structure and tactics of 
mobilisation it owes much to what it has 
learned from the radical and revolutionary 
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bcft, for Its own cynical puiposes. This too 
it Unsurprising, for, as Regis Debray in his 
better days once put it, “revolution revolu¬ 
tionises the counter-revolution” That is to 
say, once a revolutionary experience has 
become part of historical legacy, everyone 
can draw lessons from that legacy. That is 
Why every revolution has to be original in 
its organisational form, since the very success 
Of the previous revolution renders it un¬ 
repeatable. Counter-revolution draws lessons 
of two kinds: to prevent more revolutions, 
but also to imbibe some enduring lessons 
about organisational work and problems of 
strategy, so as to define its own originality. 
Not that the RSS ideologues have become 
Students of Lenin and Gramsci, but they 
have imbibed much simply by virtue of their 
living in a historical period when that kind 
of experience was gained in some places and 
was studied the world over, especially by 
the counter-revolutionaries trained in 
imperialist academies. As I once put it (if 
I may be forgiven for quoting myself): 

it has sought to address, from the position 
of the extreme Right, some organisational 
questions regarding techniques of insur¬ 
rection, of the kind on which so much of 
the Left movement in Europe, Latin America 
and India has historically come to grief: 
(l) the problem of resolving the dichotomy 
between cadre party and mass party; (2) the 
problem of organising parliamentary and 
lion-parliamentary work simultaneously; (3) 
the problem of organising an insurgent 
movement within theparliamentaiy Republic 
of the bourgeoisie by making use of the 
openness of the democratic system and 
combining that legal work with cadre-based, 
extra-legal assaults; (4) the problem of 
keeping nationwide social networks available 
within the interstices of democratic society 
for the cadre party to retreat into when the 
weight of state power comes down heavily, 
without damaging the work of mass fronts 
and parties; and (5) the problem of avoiding 
a frontal confrontation with the repressive 
apparatus of the democratic state and yet 
gradually forcing the internal erosion of 
‘ both the repressive and the chief political 
apparatuses of the constituted state, until 
state power is ready, like a ripened fruit, for 
seizure. Fundamentally, it has had to face 
a historically unique problem: the organi- 
. sation of a fascist movement in a society 
marked both by backward capitalism, unlike 
Germany, and, unlike Italy or Spain, by 
, powerful tradiuons of electoral democracy 
based on universal franchise in a context of 
entrenched civil and military bureaucracies 
largely subservient to political authority. 15 

It is very much to be doubted that RSS 
has any basic commitment to parliamentary 
government, but it understands the sturdiness 
and objective necessity of this form in India. 
What is remarkable is not that it violates 
Jemocratic norms repeatedly; that is only to 
oe expected. What is remarkable is that, for 
ktecistorganisation, it acts with remarkable 


discipline and (all things considered) re¬ 
straint, has a remarkable sense of timing its 
offensives and retreats, and rarely oversteps 
the bounds of what is ultimately acceptable 
in Indian society. To give an extreme ex¬ 
ample: it built up towards the Ayodhya 
demolition not in a day but through a series 
of actions and waves of advance and retreat, 
to test the waters. It eventually demolished 
the mosque as an act of its own consolidation, 
having surmised - quite correctly, however 
bitter it may be to say so - that the act would 
be eventually acceptable to large parts of 
society, including its executive, judiciary, 
the armed forces and even large parts of the 
intelligentsia. But it also knew how to 
disperse its forces, how not to press the issue 
of Mathura and Varanasi at the wrong time. 
Brutal it is; adventurist it is not. It is very 
unlikely, therefore, that, even in the worst 
case scenario of V ajpayee showing a majority 
on the floor, RSS would try to convert this 
immediate electoral advantage into the 
establishment of fascist rule. This not because 
the RSS is not a fascist organisation but 
because it has always had an accurate sense 
of the balance of forces; it has never been 
in a hurry; it understands (as we do) that 
BJP’s actual numerical inferiority and its 
highly regionalised bases of power as well 
as problematic relationships in the mosaic 
of castes and sub-castes forbids too quick 
a seizure of real state power; it wishes to 
rule the country, not blow it apart. Finally, 
RSS need not make a fascist bid, true to its 
own nature,because the parliamentary system 
itself is working very much in its favour and 
because fascism in India today is neither 
possible nor necessary; not possible because 
there is no crisis of the state which requires 
a fascist resolution, and not necessary because 
there is no insurgent working class and no 
powerful Left movement threatening its 
advance. 

(3) The precise location of Hindutva 
ideology in the current liberal order, and its 
usefulness to the ruling class, especially in 
the context of "liberalisation’, is also to be 
grasped theoretically. With the growing 
erosion of the twin pillars of Nehruvian 
ideology upon which the Republic was 
originally founded, ’secularism’ in society 
and ’socialistic planning* in economy, the 
slate ideological apparatuses of the country, 
along with intellectuals at large, are ex¬ 
periencing a vacuum and must create an 
alternative coherence, even if it is an irra¬ 
tional ist coherence. Even though a vast 
machinery has been assembled to dismantle 
the Nehruvian ideological legacy from the 
Right, 1 * it is well to stress that this is not 
a matter of ideology alone. Rather, it signifies 
a profound shift in the very nature and 
purposes of the Indian bourgeoisie as it 
shifts from demands for protectionism to 
demands that it be allowed to integrate itself 
more fully with transnational capital. The 
ideological complex that has come to be 


associated in India with the name of Nehru 
and refers to the formative phase of the 
Republic under his stewardship was des¬ 
cended from the ideologies of national 
independence and was located in the rationa¬ 
list discourse of justice and rights; what is 
taking its place, at the highest levels of 
ideological construction, is an irrationalist 
discourse of the market as the primary 
regulator and arbiter of the social good, and 
an equally irrationalist ideology of majo- 
ritarian aggression. Notwithstanding the 
scope of the actual achievements of the 
Nehru period, which were meagre from the 
Left standpoint but far more substantial than 
what ideologues of liberalisation and post- 
modernity concede, ’socialistic planning’ 
and ’secularism* were two parts of a single 
whole; ’secularism* was to control the vora¬ 
ciousness of majoritarianism as ’socialistic 
planning’ was to control the appetites of the 
private sector bourgeoisie. Now, with the 
renunciation of even the pretence of ’socia¬ 
listic planning*, what happens to its necessary 
accompaniment, ’secularism’?The problem 
here is that the market ideology may take 
the place of planning but it cannot resolve 
inter-denominational disputes. Is secularism 
compatible with liberalisation? Are relations 
among denominational communities to be 
determined by majoritarianism, as relations 
in the market are determined by prior 
possession of property and levels of accumu¬ 
lation? Is there to be a marriage of majon- 
tarianism and the market? What is the nature 
of the mass psychology refracted through 
liberalisation? 

That is one kind of issue: the mass 
psychology premised on the idea of infinite 
competition among unequals. But there is 
also the attendant problem that while every¬ 
one gets caught in the vortex of that com¬ 
petition - as individuals, communities and 
denominations - liberalisation* per se can 
be the ideology, properly speaking, only of 
the ruling class and those more privileged 
sections in the upper layers of the propertied 
and professional petty bourgeoisies who 
actually benefit from the market. Among the 
rest, especially among the lower sections of 
the petty bourgeoisie, it produces a fractured 
consciousness: a belief in the rhetoric of 
opportunity but also an anxiety stemming 
from actual experience of economic and 
social uncertainty; an actual experience of 
the fracturing of solidarities based on tra¬ 
ditional moral economies poised against 
iridescent promises that communities of caste 
and denomination shall be reconstituted; 
loss of dignity in daily life compensated 
through aggressive acts of symbolic redem¬ 
ption, and so on. In short, the making of a 
mass hysteria. This desire to compensate for 
real fractures through symbolic unities 
mirrors the double movement of the market, 
which unifies the nation as a single system 
of exchange and circulation while also 
fragmenting it into infinitely competing 
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individuals. inns^coinmttmtiM 
In short, then, the market both unites and 
fragments the nation in a single motion. It 
alone cannot hold the nation together, 
especially in the context of scarcity and of 
acute maldistribution of what is available 
within that scarcity, and a society, moreover, 
which is the world's most heterogeneous in 
its sociological composition. The ultimate 
logic of 'liberalisation 1 and the market, if 
left to its own devices, Leads toward dis¬ 
integration. 

I would suggest that (a) in a developing 
society in which the structures of capitalism 
are fully in place but where processes of state 
formation are weakly developed and pre¬ 
mised on acute unevennesses of region, 
community and class, an ideological cement 
of a nationalist kind is an objective necessity: 
and that (b) if the Left fails to provide that 
cement, and if ideological traditions 
descended from the anti-colonial movement 
begin to collapse, an aggressive kind of 
Rightwing nationalism will step into that 
vacuum to resolve a crisis that is produced 
by the objective processes of state formation 
and capitalist development, and is further 
aggravated by today’s 'liberalisation. This 
Rightwing nationalism is bound to take 
* advantage of precisely that misery of the 
masses and the petty bourgeois strata which 
the liberal model promised to alleviate and 
did not. Indeed, the very system of ad¬ 
ministration that recruits its personnel on the 
national, regional and local levels fordifferent 
types of employment; the labour market that 
takes large masses of humanity far from 
home, sundering them from familiar net¬ 
works of mutual dependence and hurling 
them, instead, into a whirlwind of mone¬ 
tisation, with extreme insecurities of 
employment and income; intensities of 
cultural pressure that require of marketagents 
that they have competence in languages of 
intra-regional communication even though 
they may themselves come out of regionally- 
rooted linguistic communities - these and 
myriad other contradictions of market- 
induced integration serve to create a national 
identity while also propelling individuals to 
seek shelter from the brutalities ol the national 
market in narrower networks of identitarian 
solidarities. Religion, for instance, declines 
absolutely as metaphysic and ethic but 
resurfaces, with vastly greater power, as a 
sign-system of social recognitions which is 
nevertheless forever being reorganised as 
commerce and as denominationally com¬ 
petitive commodification. Community 
collapses into a thousand antinomies of a 
money economy but is invoked, with punc¬ 
tual hysteria, as nostalgia for a past that 
never was and must therefore be made afresh 
with all the resource and ambition of a 
remorseless upward mobility. Caste-based 
politics itself becomes the ground for highly 
differentiated and mutually incompatible 
practices: struggles for justiceinsomeplaces, 


a sanskrifising convergence of the plebian 
middle castes and the brahminical personnel 
in other places, even the incorporation of 
some upwardly mobile lower and middle 
castes into projects of Hindutva as class 
fractions are recomposed across the country, 
under the stresses and opportunities of the 
market economy and the electoral process. 
In the midst of all this, and at a more* 
integrative level, Hindutva emerges to offer 
a rightwing, fascistic redefinition of Indian 
nationalism, and is attempting to cut across 
regions, classes andcastes in order to stabilise 
its claim as the only available unifying force. 
Hindutva is undoubtedly the natural ideology 
of the socially and professionally dominant 
upper castes, especially in these times of 
middle and lower caste assertions. Con¬ 
versely, however, it can be strategically used 
to incorporate considerable segments of the 
deprived castes and tribes, with offers of 
cultural sanskriti sation and socio-economic 
upward mobility through political empower¬ 
ment; the inroads BJP has made among such 
castes and tribes in Gujarat, Madhya Pradesh, 
Bihar and elsewhere should lay to rest the 
old thesis that it can only be basically an 
upper caste phenomenon, and one has only 
to look at Bajrang Dal to see where the shock 
troops come from. Even in the case of 
'minorities', BJP is quite successful in 
relation to Sikhs, exploiting the Congress- 
supervised carnage of 1984 in Delhi and the 
Congrcss-Akali electoral contest in Punjab 
to its own advantage. 

For the propertied classes on the whole, 
BJP's re-definition of nationalism is highly 
useful on at least three counts. First, since 
the bourgeoisie has itself given up the 
ideology of economic nationalism in favour 
of liberalisation' it would be quite com¬ 
fortable with an alternative definition of 
nationalism that fully subscribes to that 
‘liberalisation’ and more or less buries the 
vestiges of anti-colonialism and anti- 
imperialism. Second, since its own ideology 
of capitalist rationalisation can hardly speak 
to the masses, the bourgeoisie would wel¬ 
come an irrationahst movement that shifts 
the focus of mass attention from the material 
facts of their own lives to imaginary and 
symbolic issues, such as 'Hindu honour’. 
Third, every nationalism needs a rhetoric of 
the strength of the nation-state: the merit of 
the BJP is that its rhetoric of the 'strong 
nation’ is not opposed to imperialism, with 
which the bourgeoisie is ingratiating itself, 
but is focused on regional dissents, separatist 
movements, the weaker neighbours and the 
right to nuclear capability, all of which 
promotes a mass psychology favouring a 
strong, more or less militarised state. A state, 
in other words, that is strong in relation to 
its people and weak in relation to capital, 
domestic and foreign: exactly what the 
bourgeoisie wants. Finally, the capitalist class 
has no difficulty with those cynical uses of 
religion that encourage a consumerist. 


commodified communal life and uses reli¬ 
gious festivity for mass purchasing spree; 
this commodified religion which spreads the 
consumerist ethic into the lowest depths of 
the believing community is actually good 
for capitalism. 

The point is not that the capitalist class 
as a whole has shifted over to the BJP. Much 
of it lias but the whole of it has not, for the 
simple reason that Congress has been 
decaying but is far from being dead; it still 
polls many more votes than the BJP, it is 
still the party that is present in most regions 
of the country and whose loyalty structure 
cuts across more castes and denominational 
communities than any other, and it is the. 
historic ruling institution with old ties with 
Indian capital. Our argument, rather, is that 
much of the capital seems to have shifted 
to support of the BJP already, and that there 
is no reason to believe that there is any basic 
contradiction between Hindutva and the 
capitalist class as a whole, nor to believe that 
in the case of a definitive decline or 
irreparable splintering of the Congress, the 
whole of this class will not shift its support 
to Hindutva. I ndeed, the options of the ruling 
class are wide open, and it probably feels 
happy that it has at its disposal not one 
possible ruling party but two, between whom 
it can pick and choose. Hence the large area 
of commonality between the BJP and the 
Congress (a strong agreement on ‘liberali¬ 
sation’ and only a degree of difference in 
the shade of saffron) but also fierce com¬ 
petition for first place in the affections of 
the bourgeoisie. 

IV 

Rightwing Authoritarianism 

The capitalist state in India is alive and 
well, facing no crisis, commanding options; 
there is no objective necessity for a gigantic 
upheaval in the very structure of the state, 
which a Fully fledged fascist takeover would 
signify. Continued BJP rule, if such were 
to come to pass, would more probably take 
the form, in the foreseeable future, a 
Rightwing authoritarianism within the liberal 
order. 

It is surely true that the barbarians are at 
the gate. It is also true that RSS is a fascist 
organisation and BJP is little more than its 
parliamentary front; a BJP government means 
that a section of the RSS is at present 
ensconced in the corridors of highest power, 
with presidential consent and constitutional 
sanction. Even more alarming is the fact that 
RSS has won two strategic victories of far- 
reaching consequence in a matter of four 
years, first in the form of an immensely 
violent fascist spectacle of the Ayodhya 
demolition, in defiance of its constitutional 
obligation, and now with the right to form 
government being conceded to them by a 
president whose secular and democratic 
credentials are beyond question but who has 
nevertheless bestowed the highest form of 
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legitimacy on BJP as a reliable guardian of 
the Republic. 

But has fascism begun? No, it has not. 
The immediate evidence of it is that the 
constitutional order itself sees no threat of 
it; otherwise, president Sharma, himself a 
liberal constitutionalist, could have easily 
invited DeveGowdato form the government, 
with 316 parliamentarians pledging support 
to him, 47 more than was necessary to 
establish a majority on the floor of the House. 
That too would have been perfectly 
constitutional. The president did not fulfil 
a constitutional requirement against his 
personal will; he exercised what he took to 
be his discretion. 

But the historical evidence is even more 
overwhelming. In the entire history of 
' fascism, fascist takeovers have required two 
'■ preconditions: a fully-fledged crisis of the 

* constituted state, and an insurgent working 
Class aspiring to seize power. 

r * In Italy, such a crisis was produced by the 

* consequences of the first world war and 
working class insurgency which had 

y materialised in the form of the famous two 
4 Red Years’ which brought about the largest 
' proletarianuprisingthatwestemEuropewas 
to witness in the aftermath of the war and 
" ’ the Bolshevik Revolution; in parliament, the 
' combined strength of the Socialists and the 
Communists was larger than the combined 
' strength of the Liberals and the Fascists. In 

* Germany again, the Nazi regime arose out 
1 of the ashes of the Weimar Republic in a 

context where Germany had western 
Europe* s largest and most experienced Social 
Democratic and Communist Parties. Even 
in Iran, the clerical fascists rode to power 
only after mastering the largest working 
class uprising ever to be witnessed in the 
Middle East, and in the midst of a crisis of 
/ the state that enveloped not just the monarchy 
but even the whole class of the monarcho- 
bourgeoisic which fled from Iran as speedily 
as the Czarist aristocracy had fled from the 
Bolshevik Revolution. 

Moreover, there are certain specificities 
of the Indian situation. Not only that there 
is no crisis of the state, even the traditional 
ruling institution, the Congress, is very far 
1 from having succumbed. The civilian 
bureaucracies, the police, the paramilitary 
forces have been quite obviously penetrated 
by communalists, and we can assume that 
’ similar processes are at work in substantial 
sections of the armed forces; a BJP 
government must be toppled as soon as 
possible, because these institutions shall be 
' further communalised if they stay. But the 
Institutions themselves, however much they 
may happily adjust themselves to authori- 
' tarian rule, do not give much sign of the kind 
of restlessness that gets translated into 
fascistic upheavals; rather, ideologies of 
; representative government and civil free¬ 
doms seem to have penetrated much further 
than communal-fascism as such. In society 


at large, BJPs inability to much expand its 
electoral base does not signify a rapidly 
growing consent; the consent for outright 
RSS regime is likely to be even far narrower. 
Large regions of the country, notably in the 
south and the east, are outside their reach 
yet; it is not possible to establish fascist rule 
over half a country without precipitating ir¬ 
reversible separatisms in theother half. With¬ 
in the areas of their greatest influence, caste 
insurgencies forbid an overreaching zeal. 

But why should there be fascism? As we 
said earlier, there is no crisis of the state in 
India, and no insurgent working class 
threatening to overturn the order. The liberal 
order can easily accommodate most of what 
BJP stands for, and only the minorities, 
especially the Muslim minority, shall be 
very much at risk ; from their standpoint, yes, 
the distinction between fascism and rightwing 
authoritarianism would surely appear 
academic. For their sake especially, but for 
the sake of the nation as a whole, it is best 
that the BJP be defeated on the floor of the 
House and a government of 'secular, 
democratic forces' be established, even if 
such a government provisionally depends 
on Congress support. That would be a narrow 
victory but also, under the circumstances, 
the happiest occurrence that might ensue 
between the drafting of this article and its 
publication. 

V 

CPI(M) and ‘Moral Authority’ 

The argument that fascism has come and 
we should therefore stake all in order to 
overthrow it before it entrenches itself, and 
that the CP1(M) has the historic duty and 
opportunity as well as the moral authority 
to do so, seems to have been a fundamental 
element in the campaign that suddenly 
erupted in a section of the Left intelligentsia 
to press Jyoti Basu to offer himself as 
candidate to become prime minister. We 
have said that BJP's forming of a minority 
government at the centre, however alarming 
it may be, does not amount to a fascist 
takeover; and any player of cards, let alone 
politics, can tell us that gambling the ace on 
the first move is usually not a very good idea. 
To a full discussion of CPI(M)'s position 
we shall come later. Let us first address the 
'moral authority’ issue. 

Within the predicates of electoral 
democracy, CPI(M) undoubtedly commands, 
as we have said earlier, a degree of moral 
authority far exceeding its actual strength. 
It is somewhat incredible that a party that 
draws ail its MPs from only three states in 
the Union (one relatively large, one small 
and one minuscule), should be the central 
and indispensable force in the making of 
what has now culminated as a powerful 
United Front far more representative of. 
regions and social diversities than the 
Congress itself, which claims the mantle of 
anti-colonial nationalism, not to speak of the 


BJP, a culturally monolithic and highly 
regionalised minority party. The 'moral 
authority* is undeniable, but what are its 
sources? 

This authority exists because of an odd 
reversal of roles in "the world’s second 
largest democracy”, in which all the political 
patties that represent the liberal order are 
seen as flouting the basic democratic norms 
and attempting to subvert the Constitution 
itself, while Communists have come to be 
accepted as the most honest defenders of 
democracy and the Constitution. The party 
is seen by large sections of the politically 
interested public as accepting the obligations' 
and prerogatives laid out in the constitution, 
even when the exercise of some of those 
prerogatives work against the interests of the 
party, as in a thousand forms of direct and 
indirect interferences that the centre routinely 
exercises in relation to the CPI(M)-ruled 
states, not to speak of the fact that agreeing 
to form state governments within the republic 
of the venal bourgeoisie, and scrupulously 
observing the limits inherent in a 
constitutional order that vests most of the 
authority in the centre, is itself an act of 
enormous restraint. And the party is seen as 
defending constitutional norms even when 
its own interests are not at stake, as in the 
famous instance when Namboodripad 
forcefully intervened in the tussle between 
Rajiv Gandhi and Zail Singh that threatened 
to break those norms. Furthermore, as one 
judges from whatever glimpse one gets of 
its internal functioning, CP1(M)*s 'demo¬ 
cratic centralism* seems to offer relatively 
more inner party democracy than any of the 
so-called 'democratic parties', notably the 
Congress, the supposed pillar of Indian 
democracy. With regard to the recent con¬ 
troversy surrounding the Jyoti Basu can¬ 
didacy, rumour has it that (a) some members 
of the politburo, including perhaps the party 
general-secretary, were in favour of the 
candidacy, and (b) that the issue was hotly 
debated and eventually decided by a relatively 
narrow margin in the central committee. An 
outsider has no way of judging the veracity 
of the rumour. The striking thing, however, 
is that so many people actually find it credible 
that an issue of such importance actually 
gets debated and gets decided by a vote, in 
the second highest body of the party, that 
may have overturned the recommendation' 
of its own general-secretary. It is expected 
of the CPI(M) that it would function in this 
fashion; it is judged by its own moral 
standards when it fails to do so. All this 
contrasts rather sharply with the hajuria/ 
khajuria politics in the inner workings of the 
BJP or the cloak-and-dagger relationship it 
retains with RSS, so that not only its role 
in the country at large but even its functioning 
in relation to itself is shrouded in secrecy, 
illegality, loutishness, strong-arm mani¬ 
pulation and corruption and lumpenisarion 
at the highest levels. 17 Roughly the same can 
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be said of the Congress but for two contrasts, 
one negative and the other positive. The 
negative contrast is that dissent against the 
' supreme ruler' is perhaps even more 
uncommon in the Congress; but the positive 
contrast with the BJP, for which we should 
consider ourselves fortunate, is that there is 
no equivalent of the RSS behind it. The 
Congress is lamentably full of thuggery, but 
it is what it is; it is not the open face of a 
closed fascist organisation. 

That, then, is one side of the 1 moral 
authority': the upholding of certain 
democratic and constitutional norms when 
no other party of any size or consequence 
does so. The other side has to do with power 
and the modalities of its exercise. CPI(M) 
is widely seen as a party that does not take 
power through deals and sleights of hand; 
that forms governments when and so long 
as it has the mandate to do so; that claims 
that its promises to implement a certain 
programme can be taken seriously; and - 
crucially - that it invites others to hold it 
accountable for what happens under its 
administration. The cumulative effects of 
agrarian reforms have begun to show, but 
we have reason to regret that literacy 
campaigns have not been equally successful, 
that schools in the countryside need a very 
substantial overhaul, that industrial policy 
is not as sharply differentiated from that of 
the centre as it should be - can the states 
go against the grain of the centre in a basic 
way? - and that Calcutta is fast becoming 
a White city in the midst of a Red countryside. 
Onecould add many other harsher criticisms. 
The point nevertheless is that even when it 
falls short of expectations, which it routinely 
does, we reserve the right to judge CP1(M) 
by certain standards which we no longer 
apply to other electoral forces. Corruptions 
so huge that an ordinary human mind fails 
to comprehend the scope of them - how 
much physical space does a crore, or 10 or 
20, or a thousand crore actually take if the 
amount changed hands in 10-rupee notes? 
- happen routinely in other parts of the 
country, not to speak of the centre which 
has become a veritable cesspool under Rao; 
but news of even petty corruptions in West 
Bengal still has the capacity to shock us 
because they are not supposed to happen. 
Meanwhile, Jyoti Basu undoubtedly 
commands immense respect, but the size and 
longevity of the electoral mandate that 
CPI(M) has been receiving in West Bengal 
cannot be explained away through Weberian 
devices, as politics of personal charisma. 

Which brings us, then, to the matter of 
Jyoti Basu who undoubtedly has a personal 
stature of his own, which has grown and 
grown over the years, but which ought not 
be but often is detached from the material 
co-ordinates within which this stature has 
had the chance to grow. One is not detracting 
from Basu's stature when one suggests that 
there has been a complex correlation, a two- 


wgy traffic, between the leadership be has 
provided to what in West Bengal has become 
a huge mass party, and the mandate that has 
been bestowed upon him by electorates over 
almost a whole generation. One mentions it 
here because the manner in which the issue 
of Basu's candidacy came up sought to 
detach the status from its own framing reality. 
Leaders of the National Front actually are 
one-man shows. Mulayam in SP and Laloo 
in JD, in their respective states, are surely 
beneficiaries of certain kinds of caste politics 
and of their own talent for political 
engineering, but their parties are not parties 
in any proper sense; they are bandwagons. 
Chandrababu Naidu led a successful palace 
coup against his domineering father-in-law 
just before the old man died; even the timing 
was perfect. V P Singh, the least unprincipled 
in the whole lot, now has the most tenuous 
links with any political party; in a motley 
crowd of cynics and upstarts, the Raja has 
become simply ethereal. They thought Basu 
was one of them, or should become one if 
he wasn't already; their own parties are 
ladders on which they climb, and they thought 
Basu’s would be for him. But there was a 
trip and a catch: Basu’s stature had become 
what it was because he was not one of them. 
He helped them cement their alliance - if 
India Today is to be believed, he even named 
for them their leader, Deve Gowda, who can 
realistically represent them - and returned 
to Calcutta. 

Between the conditions in which Basu has 
ruled in West Bengal and the conditions in 
which he was being urged to make a bid to 
become prime minister, the contrast could 
not be sharper, and the contrast has to do 
with the size of the mandate and the kind 
of company one keeps. In West Bengal, the 
mandate is such that even now, when it has 
shrunk in the recent elections, CP1(M) alone 
has a clear majority in the assembly, even 
without its allies in the Left Front. In Lok 
Sabha, by contrast, CPIfM) controls roughly 
6 per cent of the seats. Even in West Bengal, 
some of the allies, notably of the Forward 
Bloc, have been an embarrassing liability; 
even in West Bengal, where he has a massive 
party at his command and where the civil 
administration has no choice but to co¬ 
operate, the Basu government has been barely 
able to keepcorruption in check. Yet.because 
he has a firm grip on the administration 
thanks to the size of the party and the mandate, 
West Bengal has, in the Indian Union, a 
unique achievement to its credit: in a state 
which witnessed a Partition as bitter as in 
Punjab, where conditions for communal riots 
are more ripe than in Bihar and UP, there 
have been no such riots, save a brief one in 
the wake of the Ayodhy a demolition - which 
was shocking because it happened in West 
Bengal and happened under the Left 
government’s watch. Can this performance 
be repeated, even remotely, at the centre 
where CPI(M) has no such presence? How 


does one check corruption when the 
Mulayams and the Laloos hold key ministries 
in one’s cabinet and the huge machinery of 
national administration is largely beyond 
one's control because the mandate is so 
small and tenuous? What happens, then, to 
'moral authority’? 

But there is another point to consider, 
decisive in its own way. The difference 
between state government and national 
government is not just a matter of scale but 
also fundamentally quantitative. Communists 
can be allowed to form a state government 
because the authority of state governments 
is so very narrow, and the entire machinery 
of the bourgeois state is there to ensure that 
no basic limits are crossed. National 
government, on the other hand, is both the 
'managing committee of the bourgeoisie as 
a whole' and the condensation of the state's 
claim to monopoly over instruments of 
violence. No communist can be trusted with 
power over these apparatuses unless there 
are prior guarantees that he will make no 
significant moves, and those guarantees can 
be believed when the communist indeed has 
no power to make such moves; but, then, 
why accept responsibility for other people's 
corruptions, violences and sundry mis¬ 
demeanours if one cannot c'o anything 
significant? The idea that you can become 
prime minister at will and walk out of the 
office at will, untarnished and only ennoblec 
by the experience, amounts to believing ir 
a hallowed Robin Hood at the head of a ganf 
of thieves. 

There are precedents about communist* 
and bourgeois states that one might recal 
to help one clari fy the premises for a reason 
able calculation of risks and opportunities 
When, in 1976, it appeared that the ltaliai 
Communist Party (PCI) might win thi 
elections, Berlinguer, its general-secretary 
conducted a national campaign on the slogan 
'Give us two-thirds, or we shall not fora 
government'. Communists need at least tha 
much before they can lead a credible 
government, with a reasonable chance o 
staying in power long enough to make 
difference. In Portugal, where the Communis 
Party was able to build a magnificent networi 
in the armed forces during the Salazs 
dictatorship, a member of the party indee 
became head of state in the government tht 
ensued out of the collapseof that dictatorshi[ 
but when the democratising process cul 
minated in elections and Communists di 
not get even 15 percent of the national votx 
they decided not to hang on to the 4 mon 
authority’ that had accrued to them froi 
their key role in overthrowing the dir 
tatorship; they saved themselves from 
bloodbath by organising a quick retrea 
Comrades in Chile were not so lucky, parti 
because the dominant group in the Unida 
Popular , headed by Altamirano, did n< 
even entertain the possibility of a bloodbatl 
In the Italian elections earlier this year, th 
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Left alliance led trot by Ccmimu mats but by 
the social-democratic Party of the Democratic 
Left (PDS), has won a clear majority but 
has refused to take up the premiership; that 
has been given to a technocrat of impeccable 
capitalist credentials; leaders of the PDS 
have been communists in their previous 
incarnation and were afraid of a fascist 
backlash; the Party of Communist Re¬ 
foundation, which played a vigorous role in 
the formation of this alliance, has won 35 
seats and a larger share of the national vote 
than the CPKM) commands in India, but has 
decided not to stake a claim for any ministries 
and to influence policies from inside the 
alliance but outside the government: fascists 
ntt for the moment at bay, because 
communists and ex-communists alike have 
not overreached. 

The answer to the above argument may 
well be that nothing so grand was being 
proposed for Basu; just a symbolic act, to 
prove to the world that even in this day and 
age India could have a communist prime 
minister. Why, then, speak of ‘historic 
opportunity*, leaving an ‘imprint’, putting 
an end to the age of scams and ‘ rathyatras'l 
Why not simply confess that all one is 
wanting is to grab a few headlines, because 
\ one is bored? Otherwise, how do you put 
»' an end to the age of scams without 
* confronting that whole structure of gover- 
•*; nance, comprised of your opponents and 
^liHies alike, that is steeped in scams? The 
i argument can go on ad infinitum . Meanwhile, 
CPI(M) seems to have missed the ‘historic 
opportunity* of making Basu into a shooting 
alar across the dark sky of Indian politics, 
/that lightening-flash which disintegrates 
without leaving a trace. It seems to have 
, settled, rather, to the arduous and colourless 
*/task of trying to put together, without 
involving itself in the probable corruptions, 
a United Front that might yet defeat the BJP 
on the floor of the House. To win, in other 
words, a reprieve. Before many more, and 
Undoubtedly even more grim, battles. A war 
of position, to put it briefly. 

That phrase ‘war of position* contrasts 
sharply with the idea that one has to stake 
alt because fascism has come, and it inevitably 
brings to mind that commanding figure of 
communist rectitude in the face of fascism, 
Antonio Gramsci, who gave much thought 
to such matters in the catastrophic loneliness 
of a fascist prison. (“This mind must be 
made to stop from working for at least 10 
years,” the prosecution had demanded at his 
trial.) Commenting on the impulse to make 
the highest bid, he writes at one point in the 
Prison Notebooks : 

When you don't have the initiative in the 
struggle and the struggle itself comes 
eventually to be identified with a series of 
defeats, mechanical determinism becomes 
a tremendous force of moral resistance, of 
cohesion and of patient and obstinate 
: perseverance. ‘I have been defeated for the 
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forme in the long term/ Real will takes on 
the garments of an act of faith in a certain 
rationality of history and in a primitive and 
empirical form of impassioned finalism.. 

There are three key points here: (1) ‘a 
series of defeats’ leading to ’mechanical 
determinism' andthiscomhinationof‘defeat’ 
and ‘determinism’ itself leading to a situation 
in which ‘resistance’ comestobe seen mostly 
in 'moral' terms; (2) ‘Real will’ taking on 
‘the garments of an act of faith’, or, to put 
itdifferently but still very much in Gramscian 
terms: an 'optimism of the will’ being 
practised without its necessary complement, 
the ‘pessimism of the intellect'; and (3) all 
this leading to an ‘impassioned finalism’ 
which too, one might add, takes on the 
contradictory form of a gambler's mentality, 
in which faith in one's own eventual victory 
(‘history is working for me’) is combined 
with the desperation that all one’s resources 
must be staked on the very next move, or 
else all shall be lost. Finalism of faith thus 
comes to complement the finalism of fear. 

VI 

A Debate that Never Was 

That there would be a debate on the 
question of Jyoti Basu offering himself for 
the post of prime minster, upon the request 
of his colleagues in the NF-LF, was only 
natural and should have been held. But it 
never was even initiated, not outside the 
inner circles of the CP1(M), and certainly 
not publicly, by a section of the Left 
intelligentsia that suddenly became veiy 
active on the issue. And, since because the 
debate that should have been held never was 
held, what took its place was itself 
extraordinary, to which I shall return in a 
moment. Let me begin by saying that there 
was, for people like myself who know nothing 
of inner-party deliberations but who do have 
a clear-cut position on the matter, that awful, 
prolonged moment of panic, from the 
morning of May 12 until the afternoon of 
the 14th, when one feared that the CPI(M) 
might - just might, for whatever reason, 
under whatever pressure - succumb and put 
in the claim to lead government. For some 
20yearsor more, one had heard the argument 
that CPI(M) had sacrificed principle for this 
or that electoral gain, and one had therefore 
good reason to wonder if the party was 
capable of resisting the ultimate charm of 
electoral politics: premiership. When a whole 
range of NF' and Left parties resolved to 
request that the CP1(M) should provide the 
prime minister, for national salvation, one's 
heart simply sank: shall this be the 
justification? The reasons, I confessed to 
myself, were overwhelming: the BJP, one 
knew, is only the front; behind a BJP 
government would stand the fascists of 
Nagpur, within reach of not only the financial 
assets of the state but also the repressive 
apparatuses of that state. The argument was 


competltagtisat this dioreograptiy, Ayodbya 
and all, had lobe stopped, at any cost The 
sense of horror was such that it was quite 
possible not to quite pause to compute what 
the costs of acting simply in response to that 
sense of honor might be, for a longstanding 
political party that was being called upon 
to act in response to simply that sense of 
horror, as if crises of such magnitude are just 
sui generis and could be taken care of with 
a quick fix. Even one's own confidence at 
times tended to slip because one needed, 
desperately, salvation. And so the hours 
ticked away. 

Toward the end of those hours there was 
a peculiarity, however. As I kept calling 
friends for the latest information, 1 started 
hearing of ‘historic opportunity’ and a 
signature campaign - addressed to Jyoti 
Basu, or to the central committee that was 
meeting at that very time, or both; it was 
unclear. The names that started coming were 
stunning. I certainly was not privy to 
discussions within party organs behind closed 
doors, but I knew that the issue of the Basu 
candidacy had been debated in the press for 
months and yet there had been no documents, 
to the best of my knowledge, that any 
intellectuals had circulated on this issue. 
Ordinarily, I should have thought, intel¬ 
lectuals who set out to influence public 
opinion on complex issues through highly 
publicised signature campaigns, through 
public demonstrations, the Press, TV and so 
on - would expound their arguments on such 
a complex issue at some length, in written 
form so that as wide a consensus of opinion 
as possible among the Left intelligentsia 
may be built; otherwise, whom do intel¬ 
lectuals represent but themselves as ordinary 
citizens while aspiring to speak as 
'representatives’ of something larger than 
themselves. I felt deprived of an intellectual 
debate in which 1 might have persuaded 
others or got persuaded myself. 

Gradually, details of the campaign began 
to unfold. There had been apparently a large 
number of signatures, on a short letter, at 
a very short notice, urging the central 
committee of the CP1(M) to “participate in 
a new government”, as the letter put it (I later 
found out); it is yet unclear how many of 
the signatories of that appeal actually knew 
the contents of it. The campaign seemed 
significant on two counts: that it elicited 
signatures from a broad cross-section of the 
country’s leftwing intelligentsia, including 
some of its leading figures, and that the list 
of signatories included some who were 
known to be at least very close to CP1(M) 
and had joined with great many others in 
a widely publicised appeal. On both counts, 
the occasion was extraordinary. Since many 
of the intellectuals whom I most admire 
signed the appeal 1 want to take it with 
utmost seriousness; since no substantial 
document is available that spells out the case 
I shall have to scrutinise the text of the 
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publicised appetite retoortrudt the 
argument; and since the text was indeed 
widely publicised I find it proper to quote 
from it when necessary. Let me first 
recapitulate the two points I made earlier: 
that there is no evidence that president Sharma 
would have changed his mind about 
constitutional propriety and his view that the 
largest party had to be called first, only if 
Basu rather than Gowda was the candidate; 
and that, at least on the public record, the 
allies of the CP1(M) requested not 
participation of the CP1(M) but Basu*s 
candidacy, i e, not a programmatic agreement 
but the borrowing of charisma. The appeal 
falls for this play of charismatic politics and 
contrives to see in it a historic opportunity. 

The appeal itself consists of two longish 
paragraphs and another two short ones. As 
1 begin to analyse it, let me say, though, that 
one does feel at a distinct disadvantage in 
doing so. Since intellectuals close to the 
CP1(M) signed the appeal it is possible that 
it implicitly refers to inner-party knowledge 
and debate that the public record does not 
document; conversely, without such things 
being on the public record, how does an 
outsiderread a text so hermetic? For example, 
when the appeal begins by asserting that 
‘The decision of theCPI(M) not to participate 
in a new government... runs counter to the 
entire effort of the CP1(M) to forge a third 
front, an effort whose logical culmination 
had to be participation in government”, one 
is more than puzzled. There perhaps was a 
plan inside the party, to make a bid for the 
office of prime minister if the opportunity 
arose, about which those who drafted the 
appeal seem to know, but no such plan is 
reflected in the public record. That record, 
by contrast, is replete with a spate of periodic 
refusals; nor does that record suggest that, 
even as the press kept the issue alive, there 
was any discussion of 'participation* by the 
party itself beyond speculations about Basu's 
candidacy based on the media's favourite 
theme of personal projection. The record 
seems to suggest thatCPl(M) never assented 
and often rebutted the speculations while 
efforts for strengthening the NF-LF combine 
and forming a Third Force proceeded apace. 
Why ‘participation’ should have been the 
‘logical culmination* of such emphatic 
refusals, the outsider finds hard to fathom. 
Likewise the sentence ‘The view that a 
minority BJP government would not be as 
dangerous as is feared is a seriously mistaken 
one”, seems to rebut a viewpoint inside the 
CPI(M) which has never been publicly stated, 
to the best of the present author’s knowledge 
who reads not only the usual newspapers but 
also People's Democracy so as to figure out 
what the CP1(M) would like its readership 
to know about its own thinking. 4 A minority 
BJPgovemment would not be so dangerous’? 
That does not even sound like an argument 
CP1(M) could have seriously held. In any 
case, after the first polemical paragraph come 


the tm substantive mbs, as follows: : 

The Left forces led by the CP1CM) have an 
essential role to play not only in keeping BJP 
out of power, but more importantly in 
eliminating the very causes behind the BJP’s 
recent success. Their vision and their will 
are needed for putting into practice a socio¬ 
economic programme of relief for the 
common people which would overcome 
apathy and cynicism, and enthuse the people 
into finally transcending the era of ‘seams' 
and ‘rath yatras*. What is needed is a bold 
initiative for a new beginning; and the Left 
can provide it. 

This is not the time for misgivings. The fear 
that participation in government would 
expose the Party to Congress pressures is 
best met by substituting ‘open politics* for 
behind-the-scenes manoeuvres. 

The will and sentiment contained in the first 
sentence are unexceptionable; the difficulty 
comes with the second sentence. How do 
you implement even the semblance of ‘a 
programme of relief for the common people’ 
when Chidambaram is commerce or perhaps 
even finance minister (thanks to the number 
of MPs from Tamil Nadu); when your 50-odd 
members of the Left Front simply don't 
have the clout to withstand the pressures that 
emanate from inside your own coalition and 
from every conceivable direction outside the 
coalition, that you make no major transfers 
out of the finance ministry; and when the 
Congress, on whom you depend for almost 
a third of your support, may request, as a 
gesture of goodwill, that you give assurances 
that their economic policies shall be 
implemented in full? What, if that request 
is endorsed by much of your own coalition, 
considering that they are all, without 
exception, ‘liberalisers’? And if theCongress, 
with four times as many MPs as your own, 
does impose a condition of that kind, 
informally as it were, and if the majority of 
your partners are pressing you to accept the 
request while the mass media and chambers 
of industry and commerce scream from the 
outside, how do you resolve the issue simply 
through 'open politics* instead of ‘behind- 
the-scene manoeuvres’? How do you put an 
end to the era of ‘scams’ when key mini stries 
in your government are headed by Mulay am 
Singh and Laloo Yadav, or their nominees, 
with whom you have made an alliance mainly 
for the sake of the minorities? Do you stake 
the moral authority of the CPI(M) on their 
promise of honesty; have you never known 
a thief talk? And how do you stop ‘rath 
yatras’ when Shiv Sena, together with RSS 
and its 50 fronts, goes on a rampage 
throughout the country to destabilise your 
government? Do you have an army of 
communist partisans? Do you call on Vinod 
Mishra? Or, do you call out those same 
police and paramilitary forces that were called 
out in over 200 cities and towns after the 
Ayodhya demolition and who themselves 
joined the Hindutva communalists in the 


«*y of imndef.rapeaad moo? to ittetity 
acceptable that Muslim women be raped by 
PAC personnel brought out under the orders 
of a communist prime minister? If not, what 
makes one think that the RSS-Sena will just 
sit around and allow Jyoti Basu to stabilise 
hisgovemmentandimplementhis ‘minimum 
programme’, and that they will not do under 
a communist prime minister what they have 
done often enough under the Congress? How 
far does the combination of CPl(M)’s 
substantial moral authority and fatal material 
weakness go? Supposing that as soon as you 
start talking of your 'minimum programme 1 
the rupee begins to slide and loses a third 
of its value in a couple of weeks, while the 
bourgeoisie also engineers a capital flight 
to the tune of a couple of thousand crores, 
as the RSS-Sena combine go on a national 
rampage on one excuse or another? The 
Congress could then send a two-man 
delegation to visit Jyoti Basu, comprised of 
Manmohan Singh and Chavan, who would 
say, in the most civil and rueful of tones: 
we told you so! What does Jyoti Basu say 
to that ? It is, I think, extremely important 
to remember that the market has not dealt 
its worst blows to the Indian people under 
the liberalisers because it too wants to have 
a stable regime of these liberalisers; under 
a communist prime minister it would have 
no such compunctions because destabilising 
one would be in its best interests. I do not 
mean that one has to imagine the worst, but 
one does have to imagine a very great deal. 
And what one has to imagine, first of all, 
is one's own position in the balance of forces 
objectively obtained. 

In the circumstance of a Basu candidacy 
there were only four possibilities, of which 
one or the other had to materialise. First, and 
the most unlikely, was that Jyoti Basu would 
be called in the very first round and that he 
would have to go very quickly into the 
situation without any substantive prior 
agreement about the composition of 
government or about the price the Congress 
would extract for support from the outside; 
then the noose would be tightened. Second, 
he would be in a situation where he had 
announced his candidacy but was not called 
in the first round; as the question of defeating 
the BJP on the floor of the House became 
paramount, tough discussions would begin 
on the same issues that had not been thrashed 
out earlier, except that Basu would have 
staked his ‘prestige' - now as prisoner of 
the politics of charisma - and the difficulties 
of dominating a discussion with 32 MPs out 
of 269 would begin to tell: CPI(M) has 
bluffed its way into forming the impressive 
Third Force (now UF); to take hold of the 
world’s most populous home market, one 
of the world’s largest armed forces and the 
second most populous country, you need 
somewhat more than limited reservoirs of 
moral authority and some capacity to bluff; 
moreover,given thecalibreoftheirleadership 
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,, members of the other constituents of the Left 
Ftoitt itself might have been more responsive 
' to pressure and temptation. The third pos¬ 
sibility is that the CPi(M) would accept what 
pressure it needed to accept in order to 
capture prime ministership and would assign 
to lyoti Basu in relation to Rao (the critical 
supporter) a role that Chandrashekhar once 
hadinrelation to Rajiv Gandhi; this, 1 believe, 
is what the liberal establishment would have 
liked the most because it would have 
discredited the CPI(M) now and forever, but 
I do not see why CPI( M) should have accepted 
> it; if money is what they wanted, which 
Chandrashekhar did, they should have first 
mounted a Rape of Bengal in the manner 
of Lord Clive. The fourth scenario, and the 
most unlikely, which only those would fully 
accept who believe rather too much in the 
enduring qualities of Indian liberal demo¬ 
cracy, is that neither the NF nor the Congress 
would impose conditions that would be 
unacceptable to a communist and would 
lead him to believe that he had more or less 
a free hand. That is what the text of the 
appeal seems to believe would have hap¬ 
pened. It might have, but, unlike the 
authorts?) of the appeal, I believe that that 
would have been the ultimate trap: if someone 
puts a communist, with all of his 32 MPs 
in a house of over500, i n charge of a national 
government without the strongest shackles 
andconditions, it is clear that someone wishes 
to slaughter that communist; and the slaughter 
would have been simple enough, for, that 
is the circumstance in which communal 
carnage and the General Strike of Capital 
would begin, together and synchronised. 

If someone can think of a credible fifth 
possibility, barring the proposition that 
CPI(M) should cease to be a communist 
party and should become simply a slightly 
more leftwingish version of Janata Dal, I 
should be very glad to find out. Meanwhile, 
the appeal is based on two contrary senti¬ 
ments. On the one hand, we have intimations 
that ‘communal-fascist forces’ are taking 
over; on the other, there is the optimism that 
these very forces shall simply retire to 
nightclubs while a communist prime minister 
, goes about 'putting into practice a socio¬ 
economic programme of relief for the 
common people’. How long does it take to 
* put such a programme in action, and how 
. long does a government that tries to defy 
£ the liberalist consensus, which includes one's 
< own allies, expect to last? Or, is one not 
;4Upposcd to defy the liberalist consensus 
! ,aod yet put ‘into practice a socio-economic 
, programme’ that defies the very logic of that 
v consensus? Of the two propositions on which 
&is dichotomy is based, the first suggests 
a communal-fascist offensive that must be 
; Stopped at all costs; the second suggests that 
those forces are too weak to resist what you 
^propose. The practical difficulty is that the 
first proposition requires that the CPI(M) 


obtain the widest possible alliance on the 
singleissueofstopping 'communal-fascism*, 
while the latter proposition suggests that 
CPI(M) would have the power to assert and 
the time to implement precisely such a 
programme, at least for a year or two (since 
even a beginning can’t be made in less time 
than that). There is on the one hand the 
warning that liberal institutions are too weak 
to withstand the communal-fascist onslaught, 
and, on the other hand, the idea that fascism 
is really not developed enough to stop a 
communist prime minister from doing what 
he wishes to do. 

A finalist logic if there ever was one. 

vn 

Conclusion 

A debate on the no confidence motion is 
to begin in two days. BJP shall undoubtedly 
use the occasion as a study circle for the 
nation; it will expound on the purported 
nobility of its purposes, the purported need 
for a fresh mandate because the alternative 
is unviable, its purported status as a party 
destined to rule, its determination to cither 
prove majority on the floor now or to return 
to the house in the near future with a full 
majority, the whole nation united behind it; 
in the last instance, it may recommend 
dissolution of parliament. It has been robbed 
of the grievance that as the largest party in 
the house it had the right to be called first 
and wasn’t; president Sharma’s indiscretion 
may yet prove to have been a blessing. 
Under the circumstances, Thackeray ’ $ threat 
of ‘civil war’ is mere bluster; they will 
always try to wade through rivers of the 
blood of minorities to get to power, but a 
carnage that involves the 'Hindu nation’ 
itself is more than what they can muster; that 
will be the surest way to destroy themselves. 
The moneybags of the BJP-Sena combine 
have been roaming the streets of Delhi, 
looking for MPs to whom they could deliver 
sacks of currency, bags of gold, petrol pumps, 
flats in the posh colonies. With how many 
this magic of money has worked, we shall 
soon find out. MPs of the UF have smelled 
power - power of their own - which will 
give them the chance to make far more 
money than a one-shot bribe can; they, or 
at least most of them, may be able to resist 
the BJP. Congress, pushed into a comer, is 
fighting for survival; it has no objection to 
its own colour of saffron but if it accepts 
becoming BJP’s junior partner, its own claim 
as the historical ruling institution of India, 
hence the claim to first place in the affections 
of the bourgeoisie, is sealed. If it is to rise 
yet again, out of its own ashes, it needs time; 
and for that it has to sit on the opposition 
benches: competitive apposition to the BJP, 
provisionally co-operative opposition in 
relation to the UF. Besides, in key states like 
Maharashtra, regional gendarmes such as 
Pawar have not quite given up. So far gone 


to wh» back 1ftwari,j)ersua& Mulayam to 
agree to seat adjustments in lieu of their 
support for the UF, and re-surface as at least 
a presence in the impending UP elections. 
Some of the Congress MPs would have 
crossed over gladly, but BJP’s need is too 
great; for that need to be met, the Congress 
would have to collapse. It is more likely to 
lick its wounds and play fast and loose with 
the UF. We can't be certain, but that seems 
to be the likely prospect. 

The very swearing-in of a BJP prime 
minister was somewhat like the crossing of 
a Rubicon; as claimants to power they have 
arrived , and the presidential indiscretion has 
bestowed upon them a legitimacy that the 
nation can ill afford. A quick and sharp 
defeat on the floor of the house shall undo 
some of the damage, but not entirely. For 
that, a much longer, determined contestation 
shall be required. Hence my sense that even 
if the secular forces win this round, they will 
have won only a reprieve, not the initiative 
which continues to rest with the RSS and 
cannot be taken away from them unless UF 
actually becomes a cohesive and permanent 
force of a kind through which the centre of 
political gravity can be shifted, slowly and 
gradually, toward the Left. The moral 
authority that CPI(M) has saved for itself 
by resisting the temptation of highest office 
shall be crucial in making that effort for a 
cumulative and fundamental shift, but the 
odds at present are, sad to say, against it. 

If a United Front government does come 
to power, its main virtues shall be four. For 
the first time since at least 1980, we shall 
have a government that poses no threat to 
any minority and is secular in ways that 
Congress no longer even dreams of being. 
Secondly, it shall be far more representative 
of the regional pluralism, the mosaic of 
linguistic nationalities and regional and social 
identities, of which India is comprised. Third, 
it will undoubtedly exploit the caste issue 
but less than the Congress or the BJP, and 
powerful forces of non- and even anti- 
brahminical caste configurations shall be 
inside the government which will then 
substantially depart from the brahmin-banya 
nexus. Fourth, east and south shall pre¬ 
dominate over north and west (the centres 
of BJP-Sena power), and the forces that shall 
represent the south shall be substantially 
different, and better, than the ones that have 
congregated around the Congress in the past. 

Conversely, on the crucial issue of 
'liberalisation* business shall go onas usual, 
and the process will indeed deepen. The Left 
has no leverage in this regard because the 
entire dominant order is ferociously 
committed to this transformation; there is no 
mass movement opposing it; within the Left 
Front itself, there arc elements that are hard 
on ‘Hindutva’ but soft on liberalisation. 
Because of all that, the bourgeoisie shall 
have no objection to a UF government and 
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there Khali Ibe no class 
bourgeoisie against it; UP need give no 
guarantees because it is the guarantee. Nor 
will there be any letting up of corruptions 
and scams; tfc Mulayams, the Laioos, the 
Bijus, even the UF politicians of a more 
bourgeois cultural veneer shall make sure 
of that. These scams are not aberrations of 
the Indian liberal order; they are the order, 
and nothing, not Basu* s most fervent prayers, 
could have changed that until the structure 
itself changes, which is far beyond the present 
capacities of the Left. 

The Left, more specifically CP1(M) has 
made its choice - a choice, as Achin Vanaik 
put it in The Telegraph , both principled and 
pragmatic. From the duty of facing up to 
one’s own past defeats and their conse¬ 
quences, from reviewing the causes of those 
defeats, from fresh thinking on how to break 
out of one's regional sequestration, from the 
need to build a mass movement, there is no 
easy escape - certainly not one that takes 
you straight into the prime minister’s chair. 
If a “government of secular, democratic 
forces" can indeed be put in place, CPI(M), 
as the leading force behind its creation, can 
also hope to be, in some severely limited 
,ways t its political guide. But the reprieve 
should be used, above all, to put one’s own 
house in order, before the Congress, or 
someone else from within the IJF, trips the 
wire. Because that tripping of the wire too 
is written into the design of things at hand. 

Notes 

1 I italicise the word forge because both its 
meaning are here intended: as in forgery*, 
knowingly making a counterfeit of some 
original, bluff, u smile of poker; and 'forging 
in a smithy’, the world of ironmongcring, 
production, creating the yet uncreated. What 
is recalled here is that magnificent irony at 
the end of James Joyce's A Portrait of the 
Artist as a Young Man when Stephen speaks 
about the resolve to “foige in the smithy of 
iny soul the uncreated conscience of my race". 
It is much to be emphasised that secularism 
in India is not the recovery or reformulation 
of a past piety; it is an effort to create the 
yet uncreated which cannot be done without 
a simultaneous and priorstruggle forsocialism, 
to which the allies of the Left in the Third 
Force are deeply hostile which, in turn, mokes 
their secularism profoundly suspect, con¬ 
sidering that in the final instance secularism 
cannot be combined with cynicism and thug- 
geiy. The alliance exists only because a 
condition of national emergency exists. 

2 For a shorthand narrative of this period, the 
statement of the 'triangular contest’ argument, 
and some comments on the contradictory role 
of the Soviet Union in the context, see intro¬ 
duction* and chapter Bight in Aijaz Ahmad, 
In Theory: Classes. Nations, Literatures 
(Verso. London. 1992, Oxford. Delhi. 1994). 

3 A significant conclusion of the remarkably 
accurate exit poll conducted by Yogendra 
Yadav and repotted in India Today is that 
"only the BJP does well with the young and 
new voters" and it is overwhelmingly the 
most popular party among the well-educated, 
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populous zones ofnofthemaitdweateni India. 
India Today, May 31, 1996. (The date is 
misleading. I received my copy 10 days earlier, 
on May 20.) 

4 Prabhat Patnaik, *Thc Fascism of Our Times' 
in Soc ial Scientist, 238-39, March-April 1993. 

3 In such arguments, the word 'Indian 1 tends 
to imply 'Hindu'. This kind of slippage occurs 
even in the writings of historians whose own 
commitment to secularism and hatred of 
Hindutva is beyond the smallest shadow of 
doubt, and who may personally not even 
subscribe to any religion at all. Thus, for 
example, when such historians as Romila 
Thapar and Ravinder Kumar bemoan the 
'sematisation' of Hinduism, they are unwit¬ 
tingly bemoaning the idea that Hinduism is 
becoming more like Islam and Christianity, 
and the furtheridea that the difference between 
these religions is fundamentally racial in 
character. What is merely an unwitting slip¬ 
page here of course has a far more pernicious 
genealogy in the writings of many whose own 
intentions are very far from being noble. 

6 There are significant and ominous lessons 
here. Mussolini was appointed prime minister 
by the king when his party commanded less 
than 10 per cent of the seats in parliament, 
thanks to the threat of fascist violence, 
sympathy for fascism among army officers 
and civil servants, pressures from a section 
of the big bourgeoisie, and advice from military 
leaders. He first formed a coalition govern¬ 
ment, with Liberals, the historic ruling 
institution in post-Risorgimento Italy Even 
more significant from today's vantage point 
is the fact that Hitler first became chancellor 
of Germany without majority in parliament 
but as the leader of the largest party, so that 
president Hindenberg, by no means a Nazi 
himself, invited him to form government on 
perfectly constitutional grounds. 

7 The phrase 'clearly constituted alliance' here 
is crucial for the argument as it evolved, 
because those who argued in favour of calling 
in the BJP and its allies argued that only the 
core parties of the NF-LF were a real alliance, 
whereas other constituents of the Third Force 
were not (DMK. for instance was allied with 
CPI but not CPI(M) and thus not with the Left 
Front) and that the assurance from the Congress 
that it will support the Third Force in parlia¬ 
ment did not matter because it had fought 
elections against the constituents of the NF- 
LF It was a flimsy argument but it found the 
president's approval. 

8 Sorabjee of course went further. Writing in 
the Times on May 17, he opined: "Atalji has 
been sworn in us prime minister There can 
be no question about his personal fitness for 
the post... The happiest part is the induction 
of Ram Jethmalani in the cabinet, a position 
unfairly denied to him in 1977 and 1989." 
Between these two sentences, he ridiculed 
what he took to be the list of alternative prime 
ministerial aspirants, from "the Marxist 
octogenarian Jyott Basu" to "Phoolan Devi, 
the Bandit Queen". Then came the liberal 
turn, with a strange twist: "Will the BJP 
government last? ... How sincere will it be 
in the fighi against communalism, casteism 
and corruption?" This presumes, of course, 
that 'communalism' is something outside BJP 
which it has the 'sincere' intention to Tight', 
and what needed to be seen was the degree 
of its sincerity. All this is a fair indication 
of what the temperature of the liberal discourse 


« 9 ii|^fkavebeM ifihcCFKM) (not jwtJyoti 
Basu os a detached Individual) had inane# 
sought to lead the government. 

9 By the time the Lok Sabha actually met for 
the swearing-in of the MPs. BJP's position 
had eroded so very much and the dominant 
media, ecstatic at Vajpayee's swearing-in, 
was in such disarray that The Times of May 
23 reported the inaugural session of the Lok 
Sabha on p It, kept the front page clear of 
such irrelevancies, and gave space to two 
anti-Hindutva articles on its editorial page, 

10 'CPM Flags Red', lead editorial in The Times 
of India. May 15, 1996. 

11 See Aijaz Ahmad, 'Fascism and National 
Culture: Reading Gramsci in the Days of 
Hindutva’, S/jcuiI Scientist , 238-39. March* 
April 1993; 'Culture, Community, Nation: 
On the Ruins of Ayodhya*. Social Scientist. 
242-43, July-August 1993; and 'Structure 
and Ideology in Italian Fascism', Germinal, 
vol I, 1994. All three articles - the second 
one in much revised form- have been collected 
in Lineages of the Present: Political Essays 
(Delhi, Tulika, forthcoming). 

12 Voluminous analytical writing, empirical 
research and investigative reporting on the 
history and politics of Hindutva already exists. 
What is offered here, therefore, is a theo¬ 
retically more abstract conceptual framework. 
For a recent, succinct and superb account see 
Tapan Basu, Pradip Datta, Sumit Sarkar, 
Tanika Sarkar and Sambuddha Sen, Khaki 
Shorts and Saffron Flags ■ The Politics of the 
Hindu Right (Orient Longman, Delhi, 1993). 
An earlier account, had on politics but useful 
on detail, is Walter K Andersen and Shridhar 
D Damle, The Brotherhood in Saffron: The 
Rashtnyu Swayemsevak Sangh and Hindu 
Revivalism (Vistaar/Sage, New Delhi, 1987). 

13 Factions of the Ba’ath, much decayed now 
of course, continue to rule in Syria and Iraq. 

14 Sumit Sarkar. 'The Anti-Secularist Critique 
of Hindutva: Problems of a Shared Discursive 
Space*, Germinal, Vol I. 1994. 

15 Social Scientist , 242-43, p 35. 

16 The real offensive has born launched from 
the Right, even though particular individuals 
from the anti-communist 'Left' may also lend 
credence and authority to it Thus, Partha 
Chatter} ee’s attack on Nehru. launched from 
the standpoint of subaltermsi postmodemity, 
focuses precisely on the twin issues of planning 
and secularism, both of which he dismisses 
contemptuously. 

17 The most recent demonstration of this routine 
behaviour in BJP which the corporate media 
likes to portray as “the party with a difference", 
was summarised by Siddharth Varadaraph in 
a fine piece in The Times of India (May 23, 
19%) as follows: 

A day after the PM's national broadcast, the 
BJP exposed itself again, this lime in 
Gandhinagar. Within minutes of Mr 
Vajpayee's ieavinga 'janasabha' celebrating 
his coronation, BJP activists stripped one 
of its own senior ministers and gave him 
a severe beating. The attack was carried out 
in full view of other BJP bigwigs and the 
police reportedly took their time to intervene. 
The minister, Mr Atmaram Patel (who is 
70) belongs to the state BJP's 'rebel* faction 
of Mr Shankarsinh Vaghela. The systematic 
manner tn which the cadres went after him' 
and then destroyed the cars of other 
prominent dissidents (news reports say that; 
they were armed with a list of numberj 
plates) suggests the attacks were pre-| 
planned... 1 
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From Pre-Colonial to Post-Colonial 

Educational Transitions in Southern Asia 

Sureshachandra Shukla 

This paper is an exercise in comparative education that seeks to take into account not only the differing styles 
of colonialism in Asia but also the varying styles of indigenous culture , institutions of learning and schooling , and 
social structure , in their interaction with the domination of the coloniser. These factors together are seen to lead 
to the varying trajectories of post-colonial educational and socio-economic development in the region. 


THIS, a period of many transitions, is also 
teeing a great many conceptual and 
teoninologicalones. We must begin therefore 
by defining, or at least describing, the terms 
and concepts we use. From a condition in 
which people of one country went to live 
in and perhaps also dominate another, 
colonial came almost universally to mean 
4 state of domination and even exploitation 
of one country by another. Whereas this 
related largely to the acts of capitalist 
countries, western and particularly American 
writing tended to term the dominating 
relationship of the Soviet Union and 
communist countries also as colonial. In an 
academic study of the relationship between 
countries, nations and economies of different 
types and levels of development, unequal 
relationships of all kinds have been variously 
classified as colonial, neo-colonial or semi¬ 
colonial. It is in this last sense, broadly 
speaking, that the term 'colonial 1 is being 
used in this very preliminary survey note on 
the last couple of centuries. Attention is 
concentrated on south and south-east Asia, 
though occasional comparative references 
to west and east Asia have been necessary 
in the interest of comprehensive and 
comparative understanding. 

Comparative Studies 

Pioneers in comparative education from 
t^e vantage point of the west for a century 
now have studied western educational 
development in a historical continuum of 
culture, knowledge and skills. Either the 
extension of their perspective to the east and 
South today, or the somewhat revisionist 
Studies apparently from 'below', as it were, 
aa in the work of Altbach and others, still 
are not adequate to the task of understanding 
die educational situation of our countries 
today [Shukla 1994]. Deeper perceptions of 
Asian history both in the colonial period and 
earlier; new epistemological perspectives 
Which give greater weight to the viewpoint 
of the subject; and other ontological bases, 
e g, accepting conflict and dialectic/ 
contradictions, have to be brought to bear 
l^on the Asian reality.Thispaper.ncccssarily 
[Weeping and cursory because broad and 


large in scope in a brief space, is an attempt 
to encompass the changing educational 
reality of Asia over the last couple of 
centuries. The basic explanation, no mere 
apology, for adopting this approach is that 
the telescope is as useful an instrument for 
viewing as is the microscope. We would 
normally need to collate views from the two. 
The comments that follow in fact rely on 
much detailed study. Nevertheless, the 
author's competence and knowledge about 
all regions is not equally detailed or recent. 
The paper is offered with apologies for errors 
of both omission and commission in terms 
of facts as well as opinion and attitude. 

Background 

There were many colonialisms, and there 
were many civilisations and states and 
societies in Asia. These happened also to be 
some of the oldest civilisations of the world 
with some of the most literate cultures. The 
pre-colonial indigenous systems of learning 
and schooling - the word is used somewhat 
loosely for instruction in the 'three R's' 
which was often domestic or indi vidual(ised), 
for organised schools with grades and 
classification came in many cases later - 
covered a small fraction of the population, 
for duties of a priestly/sacerdotal or 
bureaucratic/revenue collecting or trading 
variety were often preceded by apprentice¬ 
ship at work or in the family. This broad 
framework, which covered one-third or more 
of the children (mostly upper caste male in 
the Indian case), was destroyed, adapted or 
absorbed into the system built by thecolonial 
powers suited to their administrative and 
cultural policies. From early plantation to 
revenue collecting and later trading and 
finally, as in the Indian case(s), in a 
subordinate industrialisation or development 
of infrastructure, these needs differed in 
different colonies and in different periods. 

By the earlier part of the 20th century one 
had an Asia with Japanese domination in the 
east (as an Asian exception?) while the rest 
of the continent was dominated in the main 
by British, French and Dutch colonialisms, 
in descending order of importance, the 
Portuguese and Spanish having already had 


their day. We should note that there were 
exceptions. Thailand, Nepal and Iran, for 
example, were independent monarchies, but 
the degree of economic and military pressure 
on them was not negligible. Hiey had more 
widespread education in indigenous language 
and culture. But the direction was the same 
and clear for all - use European language in 
the highest instruction and in science and 
technology, to the extent that they are 
cultivated. This was the essential price or 
precondition of 'participation', whatever that 
may mean, in the trade and economy of the 
world, the new commercial industrial 
civilisation. China was a case by itself, 
whose disorganisation of central authority 
early in this century led to a national and 
then people's democratic (or in common 
parlance communist) revolution which 
retained the linguistic autonomy of the 
country and thus in the long run and in the 
ultimate analysis, the autonomy of its culture 
and to a substantial extent, of its science and 
technology. 

In this China resembled the Asian excep¬ 
tion to colonisation-Japan. Historically, 
however, Japan can also be viewed as the 
last example of a capitalist industrial-military 
national state entity to emerge on the globe, 
of a more or less autonomous operator in 
a position to organise its affairs on its own. 
(It can be seen that the 'space' for garnering 
raw materials and cheap labour outside and 
selling industrial exports kept on getting 
more restricted with each successive capitalist 
imperialist power making it resort to more 
internal centralised control, more state 
intervention or leadership/support and even, 
for greater competitive efficiency, use of 
science and technology and related education 
and training -e g, U K, France and Germany.) 
Japan intensified these characteristics all the 
more and is thus, in our view, incorrectly 
or at least exaggeratedly viewed as an 
exceptional or new variety rather than just 
the ultimate in a series. Later emerging world 
giants of this order had to resort to socialist 
(or 'socialist') methods and internal 
mobilisation. The reference here is to the 
Soviet and, much later, the Chinese 
revolution. The logic of this leading in the 
direction of wars and revolutions can easily 
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colony for the test, is equally eesily under¬ 
stood. 

The Chinese and Japanese use of their 
own languages and autarchical economic 
and cultural practices considerably aided by 
this is an option which did not remain 
available to the rest of Asia and, in our view, 
provides the major explanation of the 
differences in economy as well as education 
and culture in the continent. 

Japan did this first, utilising its widespread 
indigenous base of mass schooling and also 
some higher learning; adapting selectively 
from the industrialised world; and retaining 
traditional patterns and structures of 
authority, adapting rather than overturning 
them (in the process perhaps forgoing the 
sweeter fruits of freedom, individuality, 
equality and ultimately for a while even 
democracy) so as to minimise consumption, 
dissent or whatever might reduce or obstruct 
the growth of capital, industrial/military 
might or related economic-political stiuctures 
or organisations. Like other major capitalist 
powers, it did acquire colonies and semi¬ 
colonies and, for historical and cultural 
reasons perhaps, built a more oppressive 
Reputation based on both image and reality. 

To most of the rest of Asia, southern Asia 
as 1 call it, from Iran to Indonesia, Philippines 
(and even, for our purpose, Korea), this 
option was no longer available. As can be 
seen after the dissolution of the Soviet 
Union - what was known to all knowledge¬ 
able persons not shutting their eyes and ears 
to facts except to those particularly 
sympathetic to the socialist endeavour, 
including the present author - most of Asian 
USSR also fell into this category even as 
much linguistic, cultural and economic 
development in these regions, now countries, 
is undeniable. 

Varieties of Colonial Experience 

Early colonialism tended either to 
assimilate - like the Portuguese who in Goa 
(now part of India) spread both their language 
and faith and even intermarried, as did the 
Spanish in the Philippines - or like the Dutch 
in Java, confine themselves toextraction and 
plantation and deal rather distantly with the 
natives. The former model implied 
considerable possibilities for educational 
activity, the latter left little of that when it 
left in the 1940$. Assimilation was a matter 
of ideology with French colonialism and 
cultural conviction where, as in most of 
Indo-China, many citizens studied like the 
Frenchmen in France. Even as indigehous 
schooling persisted, there were French pattern 
schools in Indo-China and, even more, many 
Vietnamese among others getting higher 
education in France. The British who ended 
up with the largest empire (the sun never 


fdt onftthey lak^ eii^ideUy followed a 
pragmatic policy under the broadly 
proclaimed ideology of letting be, pursuing 
economic and military interests, now 
permitting old practices to continue (Persian 
remained the language of the judiciary in 
Bengal until the 1830s; local functionaries 
continued in hereditary offices in revenue 
administration; old practices, old schooling, 
literacy and accounting continued to receive 
encouragement until much later in the 
century, and so on), now assertively 
proclaiming the supremacy of western ideas, 
culture and language (of course English). 
Over time, large varieties of indigenous 
schooling and higher learning continued to 
be practised and even found encouragement, 
in limited though declining measure, through 
official employment policies. But essentially, 
the dominance of the English language in 
all spheres of life; development of an 
intelligentsia bound through language and 
culture as well as economic interests and 
interests in dominance over the subalterns 
of their own society ; promotion of English 
model* anglo-vernacular schooling and 
universities, were the outcome, even as 
different British colonies differed in specific 
details, major as well as minor. Thus in 
Ceylon, now Sri Lanka, they developed little 
higher education (and considerable lower 
education, growing as it did from the 
prevailing Buddhist practice). The lone 
university college founded around the 
beginning of this century accounted for a 
small fraction of the Sri Lankans (Sinhala 
as well as Tamil) with higher education, 
mostly abroad. The flourishing indigenous 
higher learning, medical as well as general, 
continued after independence, giving rise to 
a new political intelligentsia and of course 
Sinhala language universities. By contrast, 
Bangladesh, India and Pakistan (then with 
until 1900 also Burma, now Myanmar, in 
the Indian empire) acquired a similar 
university pattern to that of London 1850, 
an affiliating, purely examining framework 
neutral between denominations in terms of 
religious instruction and devoid of a research 
function. This all fitted in very well with the 
social and administrative scheme under 
which the empire woriced in India. The old 
literati, some new subordinate tradingclasses, 
and landlord type of associates and agents 
took enthusiastically to English education, 
including later university education after 
some hesitation and debate about its cultural 
content and the linguistic medium. 

Sri Lanka, as with most of Africa perhaps 
because of less pressure for a university, got 
early in this century a university college 
associated with London-basically a teaching 
entity with aspirations to high academic 
standards and with provisions for research, 
selective admissions and considerable 
residence facilities. It was thus quite different 


from tlie neat of south Asia. TWs ^so meam 
considerable higher education of Ceylonese 
abroad and soon after independence, the rise 
of Sinhala universities and an indigenous 
and indigenist political intelligentsia. Over 
time it did not prove possible to sustain 
higher learning without English because of 
socio-political pressures, viz, western cuftwal 
dominance and the desire for quick social 
mobility of the rising new lower and other, 
middle classes by remedying technical 
weaknesses, which in turn accounts for its 
different political history from, say, China 
and Japan. This is a sequence common to 
most of Asia with the possible exception of 
Korea and Taiwan, an illustration of the 
broader theme of this contribution, viz, the 
lasting after-effects of colonialism. 

Philippines appears to have had a similar 
experience with English under US 
domination; it also acquired an American 
style decentralised institutional structure. It 
was for historical reasons that a much more 
culturally proselytising - one could possibly 
call it aggressive and self-righteous- 
orientation developed, as was the case even 
in the brief post-second world waroccupatkm 
of Japan. This was productive of a much 
more pedagogic and structural imprint, 
possibly down to the ‘barrio* school. It 
requires to be clarified how much land reform 
and transformation of rural social structure 
took place and with how much impact on 
rural schooling. It is known for instance for 
parts of India that where more distribution 
of land rights to the actual cultivator took 
place, there was a greater spread of 
elementary schooling and less of higher 
English education. The penetration of the 
curriculum by new ideas and cultural 
influences was determined by a more 
complex interplay of property, hegemony 
and culture and language than there is space 
to discuss here. 

In almost all the colonies little new 
indigenous or basic industrialisation took 
place. Some was stoked by the economic 
interests of the ruling power. The emergence 
of technical and professional education was 
correspondingly minor, compounded by the 
desire on the part of the colonial power to 
employ expatriate technical personnel, to 
use half-caste mixed race children, or even 
to build institutions at ‘home*, as in the case 
of the Royal Indian Engineering College at 
Coopers Hill in UK, on the plea that it would 
serve the needs of other colonies as well. 
The influence of science was low and even 
the much noted ‘reluctance* of Indian youth 
to dirty their hands and take to industrial 
training for cultural and prestige reasons 
often was really accounted for by rational 
economic sense, in that the jobs were few, 
low-paying and dead-end. 

The Korean experience of colonial 
education appears to have been different in 
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many ways and with quite different 
consequences, some accounted for by the 
second world war and some by the generally 
top-down, even authoritarian tenor of Japan’s 
own modernisation internally and the 
characteristics of Japanese colonialism. The 
total imposition of Japanese language and 
culture and the prohibition of the indigenous 
produced a resentment which presumably 
accounts for the success of a former colony 
in resuscitating its own language and culture 
as the main medium of all its education, even 
as it adopted modem western-style education 
in universities and technical institutions. Of 
course, the clash of two imperialisms, 
Japanese and the liberating allies, also has 
to be noted. The strength of a long and rich 
cultural tradition and history of technology 
and science has had its contribution to make 
both to military as well astocultural resistance 
to hostile occupation, as much as to revival 
in technology, science and education after 
independence. 

It is useful at this point to look at indigenous 
elementary instruction and other learning 
with a little more attention. Japan had its 
’terakoya’ schools and their successors which 
the Tokugawa rulers, their successors the 
Meiji emperors, and the new capitalist 
industrial regime used as a basis for a 
universal elementary education system, 
followed by a graded series of technical and 
secondary schools and topped by the system 
of national (then imperial)uni versities, Japan 
has always stressed the importance of this 
universalisation as a basis of its industrial 
and ocher strengths, though this has to be 
viewed in conjunction with other political 
and related factors noticed earlier. 
Comparable matters in other countries have 
varied aspects. In China, it is the central pull 
of the examination system leading todifferent 
levels of bureaucracy which acted as a major 
trigger for mass education. Possibly the fact 
that the script was difficult was a negative 
factorconfining learning to smaller numbers. 
The fact that it was uniform all over 
notwithstanding differing languages and 
dialects in various parts of the country helped 
to unify it in a manner in which India for 
example was not, making it perhaps easier, 
in conjunction with larger factors, for the 
English to come and fill the role of unifier. 
(Sanskrit, it is claimed, did this for the 
brahmin intelligentsia in the distant past, as 
did Persian and Arabic later for mostly 
Muslim clerics or even commoners through 
Urdu using its script.) The brief but 
substantial point about ’mass’ or ’elementary’ 
instniction is thatthere were so many different 
, systems even within the same country, each 
, related to functional purposes or use and not 
necessarily, in fact not generally, performing 
the function of preparation for higher 
teaming. Thus instruction for trading or 
agricultural accounts used also by revenue 


collecting officials for bureaucratic <*r 
judicial functions were in different scripts 
for different social groups, representing as 
they did the contemporaiy system of social 
stratification and segregation. Possibly the 
existence of caste society among Hindus led 
to a more severe incidence of this in India. 
The other major feature of indigenous 
elementary instniction is that it was not only 
somewhat vocationally oriented, even as it 
contained cultural/religious elements, but 
was also brief, lasting two to three years, 
and had to be followed up by further learning 
on the job - in the family business, in the 
state function of revenue collection, etc. In 
India the spread of such instruction appears 
to have been of the order of 25 to 33 per 
cent of the children of the relevant age, 
which led Gandhi to assert that India had 
become less literate under British rule than 
it was before, and Philip Hartog to contradict 
him. Possibly Burma, Ceylon and other 
Buddhist countries had much more schooling 
because of the enjoinment in Buddhism in 
favour of knowledge for liberation and of 
the operationalisation of this by the Buddhist 
clergy through organised ’sanghas’ and 
’pirivenas* and similar institutions in which 
the priest carried out instruction as part of 
religious duty. Islam ordained a similar 
obligation, but this appears in most countries 
to have been met in a somewhat less thorough 
manner. The little child recited the first 
verses. Memorisation and recitation have 
been common phenomena in ^ these cases. 
The absence of primed boros obviously 
necessitated this and learning thus was often 
first ‘bemani’ (without meaning) and then 
’bamani’ (with comprehension). Writing 
would often precede reading, perhaps to 
copy a reading so that it can be read when 
the teacher or the original is not available, 
or perhaps because it led to the formation 
of habits, some manual dexterity and was 
a device for the better recognition of writing. 
To return to the matter of universality of 
elementary instruction, possibly the more 
democratic and inclusive ideology of 
Budhism and Islam led to more of it than 
in caste-based and segregated Hindu society. 
Some historians of European literacy (e g, 
in Scandinavia) also attribute this to the 
necessity of signatures in the marriage 
register - in this author's view a not very 
substantia] issue. Although differences 
arising from faith and social structure matter, 
it is the imperatives of an industrial 
commercial economy with its requirements 
of skill, the needs of citizenship in the modem 
state or living in new urban environments 
or, as argued by educational historians of 
the revisionist school, of socialising the 
masses into the ideology of obedience and 
subordination in acentralisedor authoritarian 
state, or participation in a more open 
egalitarian democratic one, which lead, to 


of the citizen to use it-primarily adequate 
nutrition and the existence of facilities). 

The higher learning in ’madrases’, 
’pathshalas’, ’tols’ or other comparable 
Buddhist, Confucian or other varieties had 
much religious and some worldly and 
scientific content. It would be interesting to 
note that classical Hindu learning in India 
was by this time carried on through students 
congregating roundateacherwithaparticular 
speciality as his forte, moving on to others 
for other specialities. There were thus no 
universities or institutes but towns where 
large numbers of specialist teachers lived 
and functioned. In the getting together of 
these tols and in learned gatherings for 
disputation, etc, one did notice a community 
of scholars, and the common texts they relied 
upon were a source of uniformity and 
continuity. There was thus no system of 
education as we know it today with 
institutions of different levels from primary 
to higher, each leading to the other, but 
actually places of instruction unified in this 
manner for each level which remained more 
or less distinct for different levels, catering 
as they did to differing requirements and 
different social classes or groups. 

Some Socio-Political Dimensions 

The educational-cultural varieties of the 
Asian experience of the past couple of 
centuries, until in the mid-20th century most 
Asian countries burst into an independence- 
revolution-socialist processes and a thrust 
towards autonomous industrial/economic 
and political/military development, requires 
to be set against certain socio-political 
parameters, in addition to those that are 
generally noticed. 

First, political sovereignty was accom¬ 
panied by linguistic independence and 
autonomy - usingthelanguageofthecountry 
and not a foreign language so as to open the 
possibility of all knowledge and related 
positions and skills to all the people, in 
principle. With almost the sole exception of 
Japan and, after the revolution, China, no 
major country enjoyed these fully. China’s 
sovereignty was nibbled away at all ends 
during the 19th and early 20th centuries and 
a weak central authority had existed then. 
Most other countries even when formally 
independent functioned under the overlord- 
ship if not virtual suzersunty of one or the 
other power. The use in trade and at least 
some governmental work of the language of 
this power; the dissemination of and adoption 
of its ways of life, language and culture by 
at least some of the elite; the spread of its 
impact down the line in the educational 
process and structure up to a certain point; 
the rupture between this and the mass 
education network and the gradual 
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newest advances tn technical and scientific 
fields and related phenomena, characterised 
the social-educational scene. The new elites 
were often from parts of the old, e g, the 
brahmins and fcayasths and similar caste 
groupings in most of India (including today’s 
Pakistan and Bangladesh). Indigenous 
learning did continue even at higher levels 
to certain extent But illustrative of the 
situation was the case of the Oriental Branch 
of Government College at Lahore, where the 
children even of pundits and maulvis and 
of course many landlord and trading families 
came to study not in the Sanskrit or Persian 
or Arabic branch but in the English or Anglo- 
vernacular. 

There was also some turnaround in the 
sense that some children from poorer or 
lower’ order families would also take to 
western education and rise into the elite, 
some of these being from among converts 
to Christianity or half-caste mixed race 
groups. Of course, colonial powers were 
generally careful, if not also discreet, in not 
antagonising local society and elites by any 
excessive enthusiasm for pro&elytisation or 
supersession of older upper groups by 
Encouraging too rapid or widespread mobility 
from lower caste or socio-economic groups 
through education or employment. Thus, in 
India traditional village accountants or similar 
functionaries were appointed on a hereditary 
basis, and the imposition of an educational 
qualification came late in the 19th century, 
and open competition even later. Meanwhile 
the language and methods of the older law 
or revenue administration were continued 
and changed only gradually, even as 
standardised books prepared by government 
were sought to be encouraged in indigenous 
places of instruction gradually through mone¬ 
tary rewards, inspection and examinations 
[Shukla 1959J. The co-option and reorien¬ 
tation of the more recalcitrancy non- 
westernising elites was sought to be secured 
through special schools for chiefs, ‘public’ 
schools, etc. 

On a broad view, most colonial societies 
acquired through these means a substantial 
bureaucracy and a small professional class 
of lawyers, doctors and other professionals - 
a development largely out of the old literati 
and larger in countries where there was a 
centralised administration and a large 
indigenous baseofleaming. Generally, where 
Islam was a major religion, either on account 
of the greater commitment Islam evoked or 
the exigencies of social structure, such 
development was much smaller - e gjran, 
Malaysia, and Indonesia, thoughother factors 
were also at work (e g, a plantation economy 
requiring less administration). 

The development of liberal or Marxist 
thought has been a major, possibly partly 
unintended, consequence contributing to the 
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movements, whichof come also had original 
indigenous bases in the dass/economic 
struggles of the peasantry andother exploited 
classes, but which in many cases acquired 
an ideology or theory from these sources. 
In China’s case, Mao indigenised theory 
altogether after the earlier more conventional 
Marxists had not succeeded. On the other 
hand, in Vietnam the influence of trench 
Marxism guided the revolution even as Ho 
Chi Minh adapted class struggle and theory. 
A greater reliance on intellectual thought 
and elite ideas and top downwards 
dissemination has characterised Vietnamese 
history (possibly on account of the 
centralisation of French colonialism and 
French ideas) compared to China, where no 
direct imperial rule came about and the 
indigenous revolution even gave birth to the 
Cultural Revolution, however shortlived it 
might have been. It could be argued, though 
not uncontestably, that the Cultural 
Revolution gave expression to the ‘little’ 
ratherthan the ‘great* elements in indigenous 
tradition, and that the social structure was 
broadened and democratised before it had 
its inevitable(?) demise [Shukla 1975]. 

We have noticed that not only did the 
spread of ideas of freedom, nationalism, 
democracy, etc, alongside the spread of 
education contribute to the development of 
nationalist movements, but they overthrew 
the very imperial powers which helped spread 
them though, of course, the freedom 
movement would have come even without 
western education. One other phenomenon 
has been noticed-the disaffection of 
unemployed youth which has fuelled these 
movements. Protest continues to be 
associated with education, youth and 
unemployment even after national 
independence and contributes to the 
development of democracy and the 
overthrow of dictatorial regimes. This is a 
continuing association and is seen as 
dysfunctional today, leading to calls for 
limitation of education in line with 
employment opportunities which are made 
even today in many Asian countries. The 
differing views on expansion of education 
in different periods and by different viewers 
can be noticed. It is also the case that expan¬ 
sion of education gets associated with brain 
drain or even foreign exchange earnings on 
a substantial scale today, as before. The rela¬ 
tionship is complex and varied, to elaborate 
upon which space is not available here. 

Another aspect of the development of 
education has been the emergence of new 
self concepts, new attitudes to community 
or to the worth of the individual, matters 
which again require detailed case by case 
discussion. But a broad shift of ideas in this 
matter contributingtosocio-politicalchanges 
can be posited (Shukla 1983a]. 
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has been special recognition of this la India: 
recently - that education spread among the 
upper reaches of the traditional hierarchy of 
wealth, power and caste. TTius, the need 10 
remove educational and related backward¬ 
ness was recognised even in the Indian 
Constitution in 1950. Other inequalities of 
backward castes, minority communities hod 
women arc now being noticed and pressed 
in ever greater measure. The spread Of 
education adds to the otherwise natural 
protest against inequalities and also at time 
to much social unrest, for example inter¬ 
ethnic differences as bet ween more advanced 
minorities (Tamils in Sri Lanka and Indians 
and Chinese in Malaysia) as against ethnic 
majorities (Sinhala and ‘bhumiputra’ Malays, 
respectively). Quotas, resort to indigenous 
language policies, etc, seek to remedy these 
inter-ethnic inequalities, measures which are 
perceived as injustice to individuals from 
’advanced’ communities. With the decline 
of the older Marxist/libera) paradigm in which 
class and economic status were seen as 
primary divisions and also desirable, the 
growth and consolidation of ethnic identities, 
often cutting across or even minimising/ 
obliterating class/economic differentiations 
is the pattern of educational and social 
response to the changing older reality. It has 
its counterpart in the identity/ideology realm 
as well. Thus we see the emergence not of 
a common human future with broad 
similarities all over the world as the liberal, 
Marxist or modernisation paradigms had 
visualised, but ethnicity, diversity of values 
and identity (Tndianness*. like ‘negritilde’ 
in another continent) or even mystical 
supra- or para-material concerns as typified 
by the cult cultures spreading all over. This 
happens with the most modem technological 
resources provided by science. All this 
coexists, too, with a substantial proportion 
of the population living below subsistence 
level in the grip of illiteracy in some parts 
of the continent-a phenomenon which 
might get accentuated, not reduced, according 
to some of the gloomier projections of trends 
resulting from accelerating ongoing reforms 
in Asian economies. 

Science and Technology 

It was in the nature of socio-political and 
cultural matters for the discussion of the 
colonial past to move imperceptibly into the 
present and the future. We turn to more 
earthly issues of science and technology in 
which two ideas not very generally 
recognised follow. The widely recognised 
growth of technical (and professional) 
education in Asian countries accompany¬ 
ing the western impact, including some 
modernisation and Intensification of agri¬ 
culture and plantation techniques and the 
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Is the subject of some controversy. Many 
economic historians of India have argued 
the 'deindustrialisation* thesis, i e, the 
proportion of the population engaged in 
industry actually declined with the 
destruction of traditional small-scale industry 
and the increase in the pressure on land of 
people without other work. This suggests 
that there was much less technical education 
than normal development should have 
triggered. Further, as I have shown, 
sometimes the empire preferred to train its 
personnel back home even for the colonies, 
e g, at the Royal Indian Engineering College 
at Coopers Hill in UK in the 1970s, instead 
of expanding facilities in India for the 
expansion of public works, railways, etc. 
Often for technical training half-caste or 
convert children would be preferred, further 
limiting the incidence of technical and 
professional education among the bulk of 
the people. 

A more fundamental consideration is that 
the entire new technology which was 
developed in Europe was on the base of 
indigenous ideas and technique and 
incorporated the traditional artisan- 
technician along with his skills into the new 
large-scale industrial population and 
structure. When the same technology is 
transplanted to Asian societies, most of the 
older indigenous assets of skill and manpower 
are bypassed. Features of traditional social 
structure - eg, caste in India where skill is 
not only inherited but the ban on mixing of 
castes in marriage or in occupation — meant 
a more inseparable divide between the manual 
and the intellectual. It was by the alliance 
of the two that modem technology made 
advances in the west, while their separation 
further handicapped the growth of a modem 
technological labour force in India. It is not 
that, as in the case of Japan, this could not 
have happened. Most Asian countries 
possessed indigenous scientific and 
technological resources which, given a more 
unimpeded course of events would have 
modernised along their chosen trajectory, 
but the impact of an extractive coionialism 
did not allow it. It is possible, if apparently 
simplistic, to extrapolate this or a similar 
schism or break to the sphere of values or 
culture. But it does appear plausible that 
while the spread of irrationality and mystic 
modes is a product of alienation of modem 
society in the west too, this has been further 
enlarged or accentuated in Asia by the added 
burden of living with the tension which 
arises from the demands of reconciling or 
moving from the traditional and into the 
modem, the indigenous to the western - a 
double burden intensified all the more by 
the rapid spread of information and 
communication technology and projection 
and dissemination of images and messages 
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both the task and accomplishments of 
education more problematic. 

After tie 1950s 

Some of the issues now arising have already 
been anticipated in part. But before the 
present state was reached, many problematic 
questions have been and are still being 
negotiated in Asia. Most Asian societies 
have sought to pull the educational system 
up by its bootstraps, as it were. The 
educational process, which is essentially 
reproductive - i e, it can create in its own 
image - is called upon to help create 
something new, to change the genetic imprint 
[Rudolphs 1972], to break the built-in 
tendency towards inertia [Shukla 1967], 
which we notice now. The coming up of new 
rulers, new elites and the growth of new 
economies, industry and media of 
communication has introduced factors for 
change. But essentially some structural and 
processual characteristics of an educational 
system - its institutions, pupils, community 
expectations, educational mores - remain the 
same and persist even after substantial 
social or political changes. Authority in 
school, the grip of examinations, the habits 
of an affiliating system, etc, persist even 
when changes of curriculum, teacher-train¬ 
ing or institut-ional devices such as 'auto¬ 
nomous college’ or 'deemed university' are 
resorted to. 

After conceding this basic caveat, one can 
note that political democratisation and social 
mobility have characterised many Asian 
societies in the last four to five decades, and 
that the entry of new sections into education 
and the ascent of new rulers in society with 
new aspirations towards industrialisation, 
economic growth, and equalisation, at least 
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have influenced eduction, this is visible 
in the wide diversity in the quality of 
schooling available in many societies, 
reflecting wide diversities in wealth and 
power at the same time that expansion 
pressures similar education, special 
provisions through quotas, scholarships, etc, 
for the less privileged, rural lower caste and 
similar groups. The stress on science and 
technology education has led to its expansion, 
but on account of the even greater pressure 
for expansion in general, the proportion of 
science-technology has not risen. Needs of 
the economy are met, even export of trained 
manpower takes place, sometimes at the 
expense of domestic needs of people (for 
instance, doctors in the countryside), but 
taken as a whole the character of the 
intelligentsia has only partially been 
modernised. In recent decades the spread of 
management and service occupations in the 
economy has led to a trend toward higher 
compensation and a move in the direction 
of education and training, particularly in 
pure science. The research base of most 
Asian economies is weak and is not getting 
strengthened on account of the trends of 
liberalisation of the economy and the 
ideology of capitalism and the market as 
against state regulation (or socialism in the 
past) in the political arena as well. Of course, 
the more successful Asian economies have 
combined the use of state and capitalist 
production. In these, the situation of science- 
technology education may be more secure. 
The situation on China and possibly Korea 
and Taiwan, notwithstanding differing 
ideologies, might in this respect not be very 
different from one on another. China's 
differences with India, with a different 
political system, are marked. 
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Again, with arithe rhetoric of equality and 
freedom, the inability of India and many 
other Asian states to provide primary 
education to all children and literacy to all 
citizens led to a search for solutions, for 
example, to the problem of locating and 
socialising some part of the available pool 
of talent. For the less than 50 per cent of 
school age children who reach grade five, 
the‘navodaya vidyalayas’ - good residential 
schools of secondary level - were developed, 
one in each district, to teach the best by 
competitive entry, as culture-free as possi¬ 
ble and with reservation quotas for rural, 
tribal and scheduled caste (ex-untouchable) 
children. Those admitted still come from 
middle class backgrounds to a large 
extent, indicating that very large proportions 
had mothers with a primary education in a 
country where, as noted earlier, half the 
children do not reach grade five. Problems 
of equalisation of educational opportunity 
in a grossly unequal society could not be 
illustrated better - a situation characterising 
most Asian countries, varying in degree with 
the severity of real poverty and hunger, the 
level of average national income, and the 
etjort and commitment of government to 
make provision foi good schooling and 
adequate nutrition, without which the 
prospects of a permanently half-illiterate, 
halt educated society loom large (Shukla 
1975]. 

There has been vast expansion of education 
at all levels in all the countries. Growth of 
vocational and technical education 
commensurate with the needs of industry 
and the economy and of secondary and higher 
education to meet the needs of general 
manpower and of fulfilling aspirations to 
status and social equality and political power 
(generally in excess of manpower 
requirements), the growth and di versification 
of the higher education and research system 
often within and outside the formal university 
framework in market-based training 
workshops and in industry and privately 
supported research. 

Corresponding to the growth of, first, 
national, and now ethnic, pluralistic 
consciousness of identity, demands for 
national uniformity and independence from 
colonial influence followed by plurality of 
cuniculaor management of schools, support 
to pre-existing indigenous institutions, 
particularly ‘madrasas’ among Muslims, had 
grown. Transition to modernity and beyond, 
social scientists should recognise, is not to 
be along any one road, nor would modernity 
be uniform in all respects. A reflection of 
this is found in education in more than one 
way. The demands of ethnic identity and 
plurality conflict often with modernity’s urge 
to equality, freedom, and individuality. The 
place of women, the position of those lower 
down in the traditional social structure 


(eg,caste), are all at issue here. Feminist 
and civil rights movements and the strug¬ 
gles of submerged groups (tribals, lower 
caste people in India and comparable groups 
elsewhere) call for the revision of syllabi 
and the organisation and distribution of 
education, to which education and the stale 
respond only partially. 

The growth of education demanded by all 
these modem phenomena calls for more 
money, upwards of 6 percent of GNP, which 
most southern Asian stales are not spending. 
In the current climate of liberalisation and 
the market, and in these poor countries with 
low monetisation and the entrenched political 
power of prosperous groups, even in the 
context of ballot box democracy, the public 
exchequer is, generally speaking, unable to 
spend. Privatisation and separate schools tor 
the well -off arc being resorted to in increasing 
measure, with the £nglish/non-Engiish 
distinction tending to coincide with the 
private/public management dichotomy. A 
divided system leading to an even more 
divided society appears inevitable. 

Finally we come to socio-pedagogic issues 
of the transition. Old authoritarian societies 
went with like pedagogy. Democratic, open 
or even other modem technological societies 
call for progressive child-centred pedagogy 
(which is obstructed by the inertia to which 
reference has been made earlier), as also 
issues related to gender and class/caste. 
However, fundamentally modern societies 
call for new kinds of (hu)mans in terms of 
both personality and cognition. Fast-moving 
life calls for new capacities of adjustment 
and coping. New cognitive tools (e g, 
computer and the statellite and TV screen 
call) for ability or 'intelligence', partly of 
the same kind and partly of new kinds. 
Within the same society human beings of 
these various kinds will live together, and 
the possibilities of mobility and 
empowerment in a democracy and through 
education could call for the development of 
potential in personality and cognitive terms 
of many kinds in the same person at varying 
stages or points in life. Extrapolating from 
the personality-culture symbiosis and 
interaction which anthropologists have 
recognised for long but which sociologists 
and political scientists have tended to ignore 
and educationists have generally not been 
aware of, one can sec that the socio-pedagogic 
tasks of nurturing new personalities and 
cognitive capacities is on the agenda. This 
has implications foi class and school 
structures and processes. Visualising this 
task in explicit theoretical terms has not ever 
begun in an Asian idiom, though some Asian 
societies have formulated pragmatic 
responses or ones in terms of political or 
religious/ideological theory, This theoretical 
endeavour in education has to commence so 
as to cope with the computer, with low-skill 


tasks of traditional societies and the 
transcendental categories of indigenous 
contemplation still prevalent in much of 
Asia. Mapping out the territory, such as 
Baveja (1995) has attempted in the area of 
cognitive ability and development, are 
illustrative of the building blocks of which 
or through responses to which will emerge 
the edifice of pedagogical theorisation and 
practice for the wide ranging transformation* 
and the broad and deep range, or divide, as 
it might turn out, of conditions and potential 
in Asian societies. 

W ; e conclude with this kind of statement 
of agenda rather than either a detailed 
specification of ongoing pocesses or 
particular solutions. The former is too large 
for a concluding section of a paper. It merits 
many contributions perhaps in yet another 
effort. The latter is a task whose performance 
is yet to commence. It will involve many 
other related exercises such as a closer 
scrutiny of the class struggles in these 
societies, their struggle to defend themselves 
and their identities in the wake of domination 
of international capital and its companion 
culture, the great language tussle with English 
gradually but inevitably asserting its 
dominance, even as spheres of autonomy are 
preserved primarily by Chinese and Japanese, 
the bitter student struggles in many countries 
which have upheld the values of democracy, 
autonomy and independence even as they 
appeared, in the short run, to be disruptive 
of ongoing educational endeavours, and so 
on. Education in its broadest socio-political 
involvements is yet to be studied properly 
in our continent. 
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ICICI BANKING CORPORATION LIMITED 

Registered Office: “Landmark**, Race Course Circle, Alkapuri, Baroda 390 015 



BALANCE SHEET AS ON MARCH 31, 1996 


(Rupees in thousands) 


PROFIT AND LOSS ACCOUNT 
MARCH 31, 



CAPITAL AND LIABILITIES 

Capital 1 

Reserves and Surplus 2 

Deposits 3 

Borrowings 4 

Other liabilities and 
provisions 5 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with banks and 
money at call and 
short notice 
Investments 
Advances 
Fixed Assets 
Other Assets 


Contingent Liabilities 
Bills for collection 


Principal Accounting 
Policies 



2627701 

6507526 

466229 

341555 

11572621 


684693 

1449590 

1212198 

105295 

115649 

4564811 


0014073 

303140 


5032903 

28899 


INCOME 


Interest earned 

13 

Other income 

14 

Total 


EXPENDITURE 


Interest expended 

15 

Operating expenses 

Provisions and 

16 

contingencies 


Total 


PROFIT/LOSS 


Net proftt/loss (-) for the year 
Profit/loss (-) brought forward 


Total 


APPROPRIATIONS 


Transfer to Statutory Reserve 
Transfer to other reserves 


Transfer to proposed dividend 
Balance carried over to 


Balance Sheet 


Total 


Principal Accounting 


Policies 

17 


FOR THE YEAR ENDED 
1996 


(Rupees in thousands) 


Year ended Penod ended 
March 31. March 31, 
1996 1995 

(15 months) 


1161328 

197273 


69871 

1193499 


12390 

267080 


43900 

19700 

117345 

- 

3928 

71 

165173 

19771 



Previous year’s figures arc regrouped and reclassified, where appropriate. 
As per our Report of even date 


For and on behalf of the Board of Directors 


For Lodha & Company 
Chartered Accountants 


N. Kishore Bafna 
Partner 


Mumbai, April 17, 1996. 


P.V. Maiya 
Chairman 

R.S. Raghavan 
Senior Vice President 

(Corporate Accounts ft Taxation) 

Bhashyam Seshan 
Company Secretary 


Smt. Lalita D. Gupte 
Director 

Ashok Gulati 
Director 


K.V. Kamath 
Director 


B.V. Bhargava 
Director 


Rajan Datar 
Director 


R. Rajamani 
Director 


Economic and ftoftteal Woekty ,,, Jpae/!*,. 































ICICI BANKING CORPORATION LIMITED 

Registered Office: “Landmark”, Race Course Circle, Alkapuri, Baroda 390 015 


SCHEDULES ANNEXED TO AND FORMING PART OF THE ACCOUNTS 


(Rupees in thousands) 



SCHEDULE I - CAPITAL 
Authorised Capital 


of Rs. 10 each 

3000000 

3000000 

Issued, Subscribed and Paid-up Capital 
15,00,00,700 Equity shares of 



Rs. 10 each* 

1500007 

1050007 

Less. Calls unpaid 

- 

- 

Add. Forfeited shares 

- 

- 

Total 

1500007 

1050007 

* Previous year Rs. 7 paid up on 



15,00.00.000 Equity shares 

SCHEDULE 2 - RESERVES AND 
SURPLUS 

1 Statutory Reserves 



Opening balance 

19700 

- 

Additions during the year 

43900 

19700 

Deductions during the year 

- 

- 

11. Capital Reserves 



Opening balance 

- 

- 

Additions during the year 

- 

- 

Deductions dunng the year 

- 

- 

III Share Premium 



Opening balance 

- 

- 

Additions during the year 

- 

- 

Deductions dunng the year 

- 

- 

IV Revenue and other Reserves 



Opening balance 

- 

- 

Additions dunng the year 

- 

- 

Deductions during the year 

- 

- 

V. Balance in Profit and 



Loss Account 

3928 

71 

Total 

67528 

19771 

SCHEDULE 3 - DEPOSITS 



A 1 Demand Deposits 



i) from banks 

10984 

2100 

ii) from others 

1855999 

1516112 

II. Savings Bank Deposits 

185104 

49502 

111. Tenn Deposits 



i) from banks 

822085 

179849 

«i) from others 

4405281 

1558576 

Total 

7279453 

3306139 

B I. Deposits of branches 



in India 

7279453 

3306139 

11. Deposits of branches 

I 


outside India 

- 

- 

Total 

7279453 

3306139 

SCHEDULE 4 - BORROWINGS 

1. Borrowings in India 



0 Reserve Bank of India 

706300 

- 

ii) Other banks 

1050900 

- 

iii) Other institutions and 

. 


agencies 

317910 

. 9409 

11. Borrowings outside India 

34350 

62730 

Total 

110*40 

72139 

Secured borrowings in I & 11 above - 

Rs. “NIL" 



SCHEDULE 5 - OTHER 
LIABILITIES AND PROVISIONS 

I. Bills payable 

II. Inter-office adjustments (net) 

III. Interest accrued 

IV. Others (including provisions) 

Total 

SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 


(Rupees in thousands) 

1996 

1995 

268471 

65553 

39690 

13918 

308012 

37284 

616173 

116755 


Cash in hand (including 
foreign currency notes) 

11314 

3476 

Balances with Reserve Bank 
of India 

i) In Current Accounts 

1031413 

993910 

ii) In Other Accounts 

- 

- 


1042727 

997386 


SCHEDULE 7 - BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 
1. In India 

i) Balances with banks 

a) in Current Accounts 

b) in Other Deposit 
Accounts 

ii) Money at call and short 
notice 

a) with banks 

b) with other institutions 


II. Outside India 

i) in Current Accounts 

ii) in Other Deposit Accounts 

iii) Money at call and short 
notice 

Total 

Grand Total (1 and II) 

SCHEDULE 8 - INVESTMENTS 

I. Investments in India in 

i) Government Securities 

ii) Other approved securities 

iii) Shares 

iv) Debentures and Bonds* 

v) Subsidiaries and/or joint 
ventures 

vi) Others (CPs, Mutual Funds, 
Units, etc.)** 

Total 

II. Investments outside India 


Grand Total 


84071 

586883 


1744943 

93830 

769666 


19262 

26277 01 

262770! 


18173 

684693 


27954 

779048 


100194 

14 49590 

1449590 


* Includes Bonds of the value of Rs. 10,00,000 sent for registration. 
(Previous year Rs. 1,07.78,800) 

** Includes Rs. 1,42,47,000 towards application money for shares/ 
debenturcs/bonds. (Previous year Rs. 10,01,40,000) 
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iaCI BANKING CORPORATION LIMITED 
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Registered Office: "Landmark”, Race Course Circle, Alkapuri, Baroda 390 015 
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SCHEDULES ANNEXED TO AND FORMING PART OF THE ACCOUNTS 

(Rupees in thousands) 

(Rupees in thousands) 


1996 

1995 


1996 

1995 

SCHEDULE 9 - ADVANCES 



SCHEDULE 11 - OTHER ASSETS 



A. i) Bills purchased and 



I. Inter-office adjustments (net) 

- 

- 

discounted 

661842 

101472 

11. Interest Accrued 

99206 

31105 

ii) Cash credits, overdrafts and 



III. Tax paid in advance/tax 



loans repayable on demand 

4993244 

1065317 

deducted at source 

1755 

- 

iii) Term loans 

852440 

45409 

IV. Stationery and Stamps 

V. Non-banking assets acquired 

51 

17 

Total 

6507526 

1212198 



in satisfaction of claims 

_ 


B. i) Secured by tangible assets 

5797792 

913259 

VI Others* 

240543 

84527 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 

13102 

696632 

61098 

237841 

Total 

341555 

115649 

* Includes: 



Total 

6507526 

1212198 

Preliminary Expenses Rs. 72,35,140 
(Previous year Rs. 81,80.029) 








C. 1. Advances in India 



Advances for Capital Assets 



i) Priority Sector 

763437 

151987 

Rs. 4,84,20,130 (Previous year 



ii) Public Sector 

- 

- 

Rs. 35,43,175) 



iii) Banks 

30894 

65898 




iv) Others 

5713195 

994313 

SCHEDULE 12 - CONTINGENT 



Total 

6507526 

1212198 

LIABILITIES 

1. Claims against the Bank not 



11. Advances outside India 



acknowledged as debts 

2300 

- 

i) Due from banks 

- 


11. Liability for partly paid 


9365 

ii) Due from others 


_ 

investments 

a) Bills purchased and 



Ill Liability on account of 



discounted 

_ 

_ 

outstanding forward 



b) Syndicated loans 

_ 

_ 

exchange contracts 

4184404 

401185! 

c) Others 

- 

- 

IV. Guarantees given on behalf 
of constituents 



Total 





- 

- 

a) In India 

910298 

87419 

Grand Total (C.l & II) 

6507526 

1212198 

b) Outside India 

V Acceptances, endorsements 

- 

- 

SCHEDULE 10 - FIXED ASSETS 

I. Premises 

At cost as on 31st March of 
preceding year* 

Additions during the year* 



2849675 

535556 

and other obligations 

VI. Other items for which the Bank 

7937 

26670 

7937 

is contingently liable 
Underwriting 

Bills Rediscounted 

57396 

86000 

302712 

Deductions during the year 
Depreciation to date 

(1221) 

(62) 

Total 

8014073 

5032903 




II. Other Fixed Assets (including 



SCHEDULE 13 - INTEREST 



Furniture and Fixtures) 



EARNED 



At cost as on 31st March 



I. Interest/discount on 



of preceding year 

112052 

- 

advances/bills 

703380 

54123 

Additions during the year 

77981 

112052 

11. Income on investments 

400378 

130834 

Deductions during the year** 

(5913) 

- 

III. Interest on balances with 



Depreciation to date 

(53442) 

(14632) 

Reserve Bank of India and 



III. Assets on Lease 


1 

other Inter-bank funds 

57570 

13049 

At cost as on 31st March of 



IV. Others 


_ 

preceding year 

Additions during the year 
Deductions during the year 

_ 




311083 

- 

Total 

1161328 

198006 

"■ 





Depreciation to date 

(50M) 

- 

SCHEDULE 14-OTHER INCOME 



Lease terminal adjustment 

(3(32) 

- 

1. Commission, exchange and 



Total 

466229 

105295 

brokerage 

11. Profit on sale of investments 

Less'. Loss on sale of 

92276 

50783 

11704 

74199 

* Includes Rs. 1.99,09.023 being the cost of property purchased 

during the year (registration under process), and the opening cost 

investments 

- 

- 

and the balance represent cost of modification/alteration in the 

Ill. Profit on revaluation of 



[ leased premises. 



investments 

- 

- 

I ** Includes Rs. 58,90,078 towards written down value of application 

Less: Loss on revaluation of 

(42230) 

(4603) 

1 software. (Refer note in Schedule 16) 

1 

investments 
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ICICI BANKING CORPORATION LIMITED 

Registered Office: “Landmark**, Race Course Circle, Alkapuri, Baroda 390 013 


SCHEDULES ANNEXED TO AND FORMING PART OF THE ACCOUNTS 


(Rupees in thousands) 



(Rupees in thousands) 


SCHEDULE 14 - (Contd.) 

IV. Profit on sale of land, buildings 
and other assets 

V. Profit on exchange transactions 
Less: Loss on exchange 
transactions 

VI. Income earned by way of 
dividends, etc, from subsidiary 
companies and/or joint ventures 
abroad/in India 

VII. Miscellaneous Income* 


* Includes Rs 1,13.13,226 being the 
amount of lease rental income after 
adjusting the net lease equalisation 
of Rs 38,31,947 (Previous year 
Rs. NIL) 

SCHEDULE 15 - INTEREST 
EXPENDED 
I. Interest on deposits 

II Interest on Reserve Bank 

of India/lnter-bank 
borrowings 
III. Others 


1996 

1995 

3 


79637 

6169 

16804 

1376 

197273 

88845 

549607 

66810 

93196 

5912 

206348 

59594 

849151 

132316 


SCHEDULE 16— OPERATING 
EXPENSES 

I. Payments to and provisions 

for employees 

44879 

18452 

11 . 

Rent, taxes and lighting 

24551 

7822 

III. 

Printing and Stationery 

5259 

2839 

IV. 

Advertisement and publicity 

3106 

10922 

V. 

Depreciation on Bank's property 

45055 

14695 

VI. 

Directors' fees, allowances 
and expenses 

256 

42 

VII. 

Auditors' fees and expenses 
(including branch audit) 

681 

185 

VIII. 

Law Charges 

252 

9 

IX. 

Postages, Telegrams, 

Telephones, etc 

5999 

2824 

X. 

Repairs and maintenance* 

17221 

1048 

XI. 

Insurance 

4195 

1886 

XII. 

Other expenditure - including 
Infrastructural Expenses 

Rs. 9.21,92.112 (Previous year 
Rs. 4,66.96,261) 

123023 

61650 

Total 


274477 

122374 


* Note: Expenses on application software which were capitalised 
during the year 1994-95 have been written-off as considered 
to be revenue in nature, included in Repairs and Maintenance 
Rs. 59,60,578 (Net of depreciation of Rs. 16,28,171 provided 
in previous year). 


SCHEDULE 17 

PRINCIPAL ACCOUNTING POLICIES 

1. General 

The accompanying financial statements are prepared on historical cost basis and conform to statutory provisions and practices prevalent 

2. Investments 

a) Investments pertaining to Statutory Liquidity Reserve requirements, vide Section 24 of the Banking Regulation Act, 1949, are 
classified into ‘permanent' and ‘current' categories. 

b) ‘Permanent' investments are valued at cost adjusted for the amortisation of premium/discount. ‘Current' investments are valued 
at ‘cost or market value’, whichever is tower, on the basis of the Reserve Bank of India (RBI) guidelines. 

c) Costs such as brokerage fees, commission, etc., pertaining to fixed income securities, paid at the time of acquisition, are charged 
as revenue expenses. 

d) Broken period interest on both categories of investments, is treated as revenue item, net of voucher gain/loss. 

3. Advances 

a) All credit exposures are classified as per the RBI guidelines into standard, sub-standard, doubtful and loss assets. 

b) Interest income is recognised in the Profit and Loss account as it accrues, except in the case of doubtful debts; interest on 
accounts treated as ‘Non Performing Assets', however, is credited to Interest Suspense Account and not reckoned as income 
in the accounts. 

c) Provision for doubtful advances is made in conformity with the RBI guidelines and with the relative provisions in the Income- 
tax Act, 1%1. 

Provision made for doubtful advances is deducted from “Loans and Advances" to the extent necessary and the excess is included 
under “Other Liabilities and Provisions" 

d) Write-Offs: A ‘doubtful’ asset remaining as such for more than one year, with provision, is ‘written off, in the asset account. 

4. At year end, income recovered upfront reiatablc to a period beyond the accounting year, is rebated except for agency services. 

5. Fixed assets and depredation 

a) Premises and other fixed assets are accounted for at historical cost. Depreciation is provided for on ‘written-down value’ method, 
except on leased assets where depreciation is on Straight line’ method, at the rates prescribed, in Schedule XIV to the Companies 
Act, 1936. 

b) Depreciation is provided at the rates as per Schedule XIV to the Companies Act, 1956, except on a few items pertaining to 
communication and office equipment where it is at 40 per cent as against prescribed rate of 25 per cent. 

c) Pertaining to additions, depreciation is being provided on a pro-rata basis for completed months ignoring, however, depreciation 
for a particular month in respect of additions made after 15th day of that month. 
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Dynamics of World Natural Rubber Economy 

Its Relevance to India 

Human George K 
M R Sethuraj 

The major challenge* facing the world natural rubber (NR) economy and its responses since 1980s are different 
from the previous experiences in terms of the net implications This paper summarises the main features oj the changing 
dimensions of world natural rubber economy and outlines the priorities and strategies relevant to India m the context 
of the new economic scenario 


ONE of the maiA objectives of the General 
Agreement on Tariffs and Trade (GATT) 
signed in Apnl 1994 is to reform a highly 
distorted world trade characterised by direct 
and indirect subsidies resulting in a decepti ve 
comparative advantage and inefficient use 
of world resources However the net effect 
of the increasing globalisation of economic 
activity emanating from GATT treaty will 
vary across countries regions and different 
sectors of an economy One of the crucial 
factors determining the relative performance 
is the comparative ads antage or efficiency 
in the production and marketing of crops 
products and services Nevertheless during 
1980s the developing countries which have 
a comparative advantage m the export nt 
agro based products were adversely affected 
by a secular decline in the real price indices 
m spite of various commodity agreements 
and price stabilisation schemes [IMF 1990 
UNCTAD 1992) The major contnbuting 
factors for the secular decline in the terms 
of trade of primary commodities vit a vis 
manufactures appear to be the organisational 
and monopoly powers of the factors of 
production engaged in manufacturing, 
development of synthetic substitutes 
increasing de materialisation of the 
production pi ocess, direct inc rease in supply 
resulting from the entry of new producers 
and productivity improvements arising from 
R and D efforts In this context the GATT 
treaty assumes significance as one of its 
professed objectives is to correct the 
distortions in the world trade of agricultural 
commodities to promote efficient allocation 
and use of world resources 

Changing Dimensions of 
World NR Economy 

Natural rubber is one among the ten core 
commodities covered by the Integrated 
Programme for Commodities (IPC) under 
the auspices of UNCTAD for assistance 
The case of NR is a classic example 
illustrating thevulnerability of the developing 
countries to price fluctuations in ftp world 
market The free market pnee indiices of NR 


declined to the extent of 40 percentage points 
in 1990from its 1980level [UNCTAD 1990] 
However, compared to the other three 
plantation crops vi/ coffee, tea and cocoa 
among ten core commodities NR displayed 
better resilience in spite of volatile market 
conditions m the 1980s Table 1 shows the 
comparative performance of the four major 
plantation crops covered under the IPC 
Implicitly it is plausible to attribute a 
comparatively Setter performance of NR to 
the International Natural Rubber Agreement 
(1NRA) which was the only active 
commodity pact in the 1980s and the buffer 
stock operations of the International Natural 
Rubber Organisation (1NRO) since 1980 
However the producing countries are 
apprehensive about the efficiency of INRA 


in absorbing steady increases m cost of 
production and stabilising prices at 
remunerative levels The Daily Market 
Indicator Price (DMIP) of the INRA is 
considered to be unrealistic as it has emerged 
as the price signalling point in the world 
market instead oi its determination based on 
the movements oi free market prices In 
1990s the major problems confronting the 
world NR economy in the context of the 
increasing globalisation of economic activity 
arc t requent fluctuations m free market pnees, 
dominance and structure of the synthetic 
rubber (SR) industry, increase in supply of 
NR mainly due to the entry of new producers 
and erosion of relative profit margins Cost 
escalation on account of steady increases in 
the prices of material inputs compared to 


TABU 1 C OMPARATIVt PFRFORMANC F OF Foi R MAJOR Pi AN TATI ON CROPS 


Crops Size of the Market Share Export Export UN* Trend# 

World Export and of Developing Volume Earnings Instability (PerCent) 

Market (1989) Countries (1989) Index Index Index 
(MillionUSS) (PerCent) (1984 89) (1984 89) (1982 90) 


Coffee 

9660 

100 

109 

88 

168 

-10 3 

NR 

4263 

100 

120 

121 

n 2 

46 

Cocoa beans 

2313 

100 

124 

81 

is i 

-11 t 

Tea 

2102 

100 

109 

80 

19 1 

80 


Notes OP Excluding re exports and exports of semi finished products from developed countries 


* Instability is measured as the percentage dc\ lation o( the variables concerned from their 
exponential trend levels for a given penod 

# Growth rate measured in constant US dollars (1980) using iht formula Log (P) a+b(t) 
where P is the index and t is time 

Soune UNCI AD Commodity Year Book UN New York 1991 


Tabu- 2 Expansion of Malaysia s Rubber Goods Manufacturing Sktor 


Year 

Domestic 
Consumption 
of NR 
(000 MT) 

Domestic Consumption 
as a Percentage of 
Production 
(PerCent) 

Total Export 
Earnings from 
Rubber Products 
(000 MS) 

Share of Latex 
Products in 
Export Earnings 
(PerCent) 

1987 

82 4 

5 22 

571103 

65 0 

1988 

1014 

6 22 

1039602 

76 0 

1989 

121 6 

8 59 

1278938 

77 0 

1990 

183 5 

1421 

J669270 

80 0 

1991 

2160 

17 20 

2134623 

80 5 

1992 

248 6 

21 19 

2485188 

80 5 

1993 

268 6 

25 00 

2989501 

77 9 


Source Rubber Stan stu at Bulletin , International Rubber Study Group (various issues) and Malay sian 
Rubber Review Malaysian Rubber Research and Development Board (various issues) 
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increases in the productivity of NR 
aggravated the emerging crisis [Sulieman 
1991]. 

Though the response to the uncertainty 
confronting the NR sector varied across the 
producing countries it is unique in terms of 
its net effect by instilling an element of 
dynamism among the producers which was 
hitherto not so explicit. The major sub- 
sectors of NR economy undergoing internal 
adjustments and structural changes in 
response to the changing economic scenario 
are the production, processing, consumption 
and the by-products sectors. In spite of the 
differences in the extent of inter and intra¬ 
sectoral adjustments among the major NR 
producing countries a common feature is 
efforts to capitalise available opportunities 
for squeezing unit cost of production and 
exploring potential outlets for increasing the 
net income per unit area. 

In this context, the developments in 
Malaysia is more illustrative compared to 
other major NR producers. Till 1991 
Malaysia was the leading producer and 
exporter of NR and in 1990 the share of NR 
in its total export earnings declined to 3.8 
per cent from 55 per cent in 1960. Major 
changes in the NR production sectorconsisted 
of switching overto relatively more profitable 
and less labour-intensive crops like oil palm 
and introduction of labour saving 
mechanisms at different stages of NR 
production. In the processing sector, 
emphasis is on the development, production 
and exports of value added forms of rubber 
and commercialisation of processing wastes. 
Recently, Malaysian imports of raw rubber 
from low cost producing countries like 
Vietnam is increasing and the imported 
rubber is being processed into higher grades 
; of NR. The estimated net value added in this 
process is in the range of 20-25 per cent of 
/the imported value (Sulieman 1991J. Since 
the late 1980s domestic consumption of NR 
in Malaysia registered steady increases fully 
/ utilising the locational advantages in the 
manufacturing of NR latex based products 
’ such as gloves, elastic rubber thread and 
i catheters. Table 2 illustrates the expansion 
of domestic rubber goods manufacturing 

• sector. 

Malaysia is also successful in the com¬ 
mercial exploitation of the by-products, 
, especially rubber wood. In 1992, the 
country's export earnings from finished 
' products based on rubber wood was US $ 157 
million [ANRPC 1993]. Although the 

* extent of commercial exploitation of the 
by-products vary among the producing 
Countries, earnest attempts are underway 
to tap ancillary sources of income from the 
rubber plantations. 

At a micro level considerable differences 
exist among the major NR producing 
countries in terms of the priorities attached 


mnetincofM augmoiringmeasures and ro8t 
saving mechanisms, To a large extern, the 
survival strategies adopted by the NR 
producers varied depending mainly on the 
natural resource endowments, size of the 
domestic market, level of technology and 
the extent of R and D support. At a macro 
level, world NR economy is constrained 
by a well defined structure of its production 
and consumption sectors. The two cardinal 
features of world NR production are a high 
degree of regional and structural concent¬ 
ration. Geographically. NR production shows 
a very high degree of concentration and 
sectorwise concentration is characterised by 
the dominance of rubber smallholdings. 
Table 3 shows the major characteristics of 
the NR production sector. 

An important feature of the structure and 
pattern of world rubber consumption is a 
very high degree of concentration. The 
structure of world rubber consumption is 
characterised by the dominance of synthetic 
rubber (SR) and in 1992 the relative share 
of SR was 62.3 percent [1RSG 1993], Since 
1960s SR has systematically replaced NR 
in the world rubber market and the relative 
share of SR reached its peak level in 1974 
(70.6 per cent). Although its share has 
declined to 62.3 per cent in 1992. the SR 
manufacturing industry occupies a pivotal 
position in the world rubber market in terms 
of its unique advantage of both backward 
and forward integration with petrochemical 
and automotive tyre manufacturing 
industries, respectively. The world chemical, 
petrochemical and tyre industries are reported 
to be dominated by less than ten firms which 


together account far aitwrvf SOpercent of 
SR production capacity [Carr et al 1988J. 

The pattern of world rubber consumption 
and NR consumption is dominated by the 
tyre and tyre products manufacturing sector 
as evident from the data available for the 


Table 5: Relative Shares of Major Regions/ 
Countries in Rubber Consumption (1991) 

(Per Cent) 


Region/ 

Country 

Share in 
Total World 
Rubber 
Consumption 

Share in 

Total World 

NR Consumption 

US 

17.5 

14.4 

EEC 

17.5 

15.6 

CIS 

14.3 

1.5 

Japan 

12.6 

13.2 

Five major NR 


producing 

countries 

14.2 

27.2 


76.1 

71.9 


Source: Same as Table 4 


Table 6: Statewise Arfa under Rubber and 
Relative Shares (1992-93) 


Stales 

Rubber Planted 
Area (ha) 

Relative Share 
(PerCent) 

Kerala 

4,28,864 

86 

Tamil Nadu 

17,260 

3 

Karnataka 

14,650 

3 

Tripura 

18,250 

4 

Assam 

9,885 

2 

Meghalaya 

4.350 

1 

Others 

6.115 

1 

Total 

4,99,374 

100 


Source : Same as Table 4 


Table 3: Major Characteristics of the NR Production Sector (1993) 


Country 

NE Production 
(000 MT) 

Relative Share in Extimated Relative 
World N'R Production Share of Small 
(Per Cent) Holdings 

(PerCent) 

Domestic Consumption 
as a Percentage 
of Production 
(PerCent) 

Thailand 

1569.8 

28.5 

95.0 

8.6 

Indonesia 

1301.3 

23.7 

74.0 

9.0 

Malaysia 

1074.3 

19.5 

73.0 

25.0 

Sub total 

3945.4 

71.7 

82.0 

13.2 

Other Asia 

1196.5 

21.8 

NA 

106.8 

Asia total 

5141.9 

93.5 

NA 

35.0 

Others 

358.1 

6.5 

NA 

NA 

Grand total 

5500.0 

100.0 

75.0 

NA 

Source: Rubber Statistical Bulletin , IRSG, 48(12), 1994. 




Table 4:Relativf. Share of Tyre and Tyre Products Sector (1991) 

Country 

Total Rubber 

Share of Tyres and 

Total NR 

Share of Tyres and 


Consumption 

Tyre Products Sector 

Consumption 

Tyre Products 


(000 MT) 

(PerCent) 

(000 MT) 

(PerCent) 

US 

2523.9 

57.6 

755.8 

78.2 

Japan 

1808.0 

57.8 

689.5 

82.1 

Germany 

712.7 

42.6 

210.7 

71.7 

France 

525.0 

59.1 

183.0 

87.3 

Italy 

425.0 

37.9 

120.0 

57.9 

UK 

320.0 

50.0 

119.0 

75.3 


Source: Rubber Statistical Bulletin , 48(3), IRSG, London, December 1993. 
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ilittstratea the point. 

Another important dimension of the 
consumption sector is the geographical 
concentration in the consumption of rubber. 
Table S shows relative shares of major 
consuming regions/countries. 

An important development having positive 
implications on the NR production sector is 
the steady increases in the consumption of 


Table 7: Production of Natural Rubber 


Year 

Total Tapped 
Area Area 
('000 ha) 

Yield 

(kglha) 

Pro¬ 

duction 

(MT) 

1950-51 

75 

56 

284 

15830 

1960-61 

144 

70 

365 

25697 

1970-71 

217 

141 

653 

92171 

1980-81 

284 

194 

788 

153100 

1990-91 

475 

306 

1076 

329615 

1991-92 

489 

325 

1130 

366745 

1992-93 

499 

341 

1154 

393490 

1993-94(E) 

510 

358 

1215 

435000 

1994-95(P) 
2000-01(P) 

520 

374 

1270 

475000 

650000 

E = estimate 

P 

= projection. 



Source ■ Rubber Board. 


* 

Table 8: Consumption of Natural Rubber 


Year 

Consumption 

(MT) 

Growth 
(Per Cent) 

1950-51 

19854 


1960-61 

48148 

142.5 

1970-71 

87237 

81.2 

1980-81 

173630 

99.0 

1990-91 

364310 

109.8 

1991-92 

380150 

4.3 

1992-93 

414105 

8.9 

1993 94(E) 

450000 

8.2 

1994-95(P) 

485000 

8.2 

2000-01(P) 

7 (XXXX) 

- 


E= estimate P= projection 
Source: Rubber Board. 


Table 9: Structure of Rubber Products 
Exported from India (1992-93) 


Products 

Value of 
Exports 
(Rs inn) 

Relative 

Share 

(PerCent) 

Auto tyres and allied 



products 

4815.70 

71.68 

Beltings 

252.00 

3.75 

Cycle tyres and tubes 

620.00 

9.23 

Hoses 

57.60 

0.86 

Rubber footwear 

32.80 

0.49 

Rubber soled footwear 



with canvas upper 

152.70 

2.27 

Rubber sheetings 

115.20 

1.71 

Hygienic, medical and 



surgical articles of 



rubber including gloves 

351.10 

5.23 

Others 

321.40 

4.78 

Total 

6718.50 

100.00 


Source: Directory of Rubber Goods Manu¬ 
facturers in India (1993-94), Rubber 
Board, 1993. 


NRtaritajor producing countries, especially 
China, India and Malaysia. The rise in 
consumption is mainly propelled by the boom 
in the manufacturing of latex basedftoducts 
and growing relocation of manufacturing 
activities to south east Asia since mid-1980s 
and the inherent locational advantages for 
the NR producing countries. The dominance 
of the major NR importing countries in the 
total rubber consumption is structurally 
rooted with the pivotal position in the control 
on the production of automotive tyres and 
allied products. However, in the context of 
growing integration of world rubber 
economy, the comparative advantages 
associated with the raw material and labour 
costs in the production of rubber products 
will have an important bearing on the 
prospects of NR producers. 

Natural Rubber Economy of India 

India is the fourth largest producer of NR 
and its productivity is reported to be the 
highest in the world. In 1993-94 its total 
production was 4,35,160 mt. During the 
year the total area under cultivation has 
increased to 5,10,000 ha. An important 
characteristic of NR cultivation in India is 
a very high degree of geographical 
concentration. Table 6 illustrates the point. 

One of the main features of NR cultivation 
in India is the dominance of smallhold¬ 
ings sector as its share in area under 


cultivation ahd prcniisciim is about 85 per 
cent. The dynamic growth of the industry 
during the last four decades and projections 
for 1994-95 and 2000-01 are summarised 
in Table 7. 

Compared to the three major NR producing 
countries, viz, Thailand, Indonesia and 
Malaysia, India is having the unique 
advantage of a captive market arising from 
a well developed rublicr goods manufacturing 
sector. India has been a net importer of NR 
since 1948 and at present India is ranked 
8th among the major rubber products 
manufacturing countries. The trends in NR 
consumption are furnished in Table 8. 

An important feature of rubber con¬ 
sumption in India is a relatively higher sham 
of dry rubber products manufacturing 
sector accounting for about 86 per cent in 
1991-92. Indian rubber goods manufacturing 
sector is basically inward oriented catering 
to the internal market. The pattern of exports 
of rubber products from India appears to be 
a horizontal extension of its existing industrial 
structure. Table 9 shows the structure of 
rubber products exports from India during 
1922-93. More than 90 per cent of India's 
export earnings consists of dry rubber 
products and the relative share of automotive 
tyres and allied products alone is 71.68 per 
cent. India had been enjoying a favourable 
balance of trade in the foreign trade of rubber 
products since 1971-72 to 1992-93 without 
any significant change in the structure of 
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ift the emerging economic scenario 
characterised by increasing integration of 
world market the existing pattern of exports 
cannot he sustained mainly due to the 
changing global market structure of the 
major products exported. Therefore, it is 
necessary to outline the priorities and 
strategies for the NR production sector and 
the rubber products manufacturing sector 
to face the challenges arising in the post- 
GATT era. 

Priorities and Strategies 

The basis for any scientific approach in 
equipping the NR economy of India has to 
emphasise steps for optimising the 
operational efficiency of the production 
sector for three reasons, viz, the existence 
of a captive domestic market, exploiting the 
potential tor exports of processed rubber and 
the rubber products with specific locational 
advantage. Two critical aspects in exploiting 
the emerging opportunities are: cost 
.competitiveness and quality. At present, the 
net income augmenting measures are more 
popular in India compared to cost saving 
methods. Adequate availability of labour, 
absence of relatively more profitable 
alternative crops in the rubber growing areas 
and a protected market for NR appear to be 
the major factors. One of tne important 
components in ensuring competitiveness in 
the industry is raw material cost and attempts 
to contain unit cost of production is becoming 
increasingly relevant in the new context. 
Efficiency in NR production can he achieved 
by using high-yielding modem planting 
materials, by adopting low frequency tapping 
systems, judicious selection of areas for 
expansion of cultivation and by introducing 
the concept of productivity linked wage 
structure. 

Based on the documented data, the net 
effect of an increased productivity per unit 
of area on operational cos l», Mvestmcnt cost 
and area required for NR production has 
been worked out to outline potential areas 
for exploitation. 


Tafett 10 shows the reduction m utft 
operational cost at various yield levels. In 
view of the growing demand for NR the 
country has to extend rubber cultivation to 
non-traditional areas. The potential 
productivity in such areas selected should 
be of primary concern as optimisation of the 
unit operational cost is the major component 
in the criteria for selection. Table 11 shows 
the case of gross area required and investment 
cost to be incurred to achieve a production 
target of seven lakh mt of NR at different 
assumed yield levels. 

Similurly, significant reduction in oper¬ 
ational costs can be achieved by increased 
tapping task and by introducing suitable low 
frequency tapping sytems [Sethuraj 1994). 
The cost competitiveness arising from 
reduction in the operational costs is expected 
to lorm the basis lor the emergence and 
sustained growth of an internationally 
competitive rubber goods manufacturing 
sector in India. Another potential area for 
exploitation in the production sector is the 
commercialisation of the by-products. In 
India, commercialisation of by-products such 
as rubber wood, rubber seed and rubber 
honey is not up to the desired extent [Toms 
and George 1994]. In the rubber goods 
manufacturing sector, the need for a specific 
export policy is highlighted [Mohanakumar 
19941 to exploit the locational advantage 


Table 11. Area and Investment Rlquired 
under Varying Yield Levels 
(Production target = 700000 MT) 


Yield 

(Kg/ha) 

Area 

Required 

(ha) 

Investment 
Required 
(Rs lakh) 

750 

933333 

466667 

1000 

700000 

350000 

1250 

560000 

280000 

1500 

466667 

233333 

1750 

400000 

200000 

2000 

350000 

175000 

2250 

311111 

155556 

2500 

280000 

140000 


Investment cost = Rs 50000/ha. 
Source: Sethuraj (1994). 


Table 10: Operational Costs at Various Yield Levels 


Yield 

(Kg/ha) 

Total Cost 
(Rs/ha) 

Additional 
Yield (Kg/ha) 

Additional Processing 
Cost (Rs/ha) 

Average Cost 
Cost (Rs/kg) 

800 

13837 

- 

0 

16.7 

1000 

14437 

200 

600 

14.4 

1200 

15037 

200 

600 

12.5 

1400 

15637 

200 

600 

11.2 

1600 

16237 

200 

600 

10.1 

1800 

16837 

200 

600 

9.4 

2000 

17437 

200 

600 

8.7 

2200 

18037 

200 

600 

8.2 

2400 


200 

600 

7.8 

2600 

WmSm 

200 

600 

7.4 


Source: Sethuraj (1994). 
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and by restructuring the destination of 
exports. 
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DISCUSSION 


Homophobia in the Name of Marxism 

Sharmila Rege 


SEXUALITY is a relatively modem concept, 
emerging in 1800 and ‘heterosexuality* and 
‘homosexuality’ were not recognised as 
sexual categories till the end of the 19th 
century [Katz 1990]. It is significant to note 
that these terms came to be coined in 1869 
by Karl Maria Kertbeny in the context of 
anti-sodomy legislation in Germany. 
Sexologists sought to distinguish between 
the sodomite as a ‘temporary aberration’ and 
the homosexual as a separate species, bearing 
adistinctive sexuality [Foucault 1979]. After 
Foucault’s institutional deconstruction of 
the history of sexuality, the 19th century 
epistemology of perversion has become 
suspect. It may be underlined that ever since 
there has been a struggle over the meaning 
of homosexuality. Since heterosexuality has 
been assumed, its origins and vicissitudes 
have not been described. Definite biological 
assumptions have been made about 
heterosexuality being ‘innate’ or natural and 
thus rather than recognising the continuities 
and commonalities among sexualities, the 
entire focus has been on treating ‘deviant 
sexualities’ as problematic. 

H Srikanth's response [Srikanth 1996] 
to Vimal Balasubrahmanyan's article ‘Gay 
Rights in India’ [Balasubrahmanyan 1996] 
is one more piece in a mainstream homo- 
phobic tradition. The concept of ‘homo¬ 
phobia’ attributed to George Weinberg 
(1972) underlines a significant idea that it 
is not homosexuality which is a problem 
but society’s reaction to it. These reac¬ 
tions, to a large extent, emerge from the 
threat that homosexuality poses to the 
taken-for-granted values relating to family 
life and from common misconceptions 
about homosexuality which is viewed as an 
illness that can be cured and if not cured 
would lead to the dying out of the human 
race. 

H Srikanth begins by arguing within an 
Engelian framework, proposing that forms 
of sexual relations changed with changes in 
the structure of social production. Though 
he is not too sure of the existence of ‘homo¬ 
sexuals’ in primitive clan societies, he reaches 
conclusions which fix homosexuality as 
‘archaic*, ‘decadent’, ‘more psychic than 
physiological’ and emerging out of ’denial 
of healthy heterosexual relations'. To put it 
briefly, he views homosexuals as products 
of incomplete or faulty socialisation or as 
having a problem that could be set right by 
‘therapy* and ‘education’, only if they had 
the determination. 


Engels’ thesis in The Origin of the Family, 
Private Property and State (1884), which 
establishes linkages between the system of 
production, kinshiporganisation and political 
institution, is well known and influential in 
Marxist and feminist analysis. Engels’ thesis 
has been critiqued on the grounds of re¬ 
liability of ethnographic data [Gough 1972; 
Leacock 1972; Brown 1970] and for its 
essentialist assumptions [Coward 1983; 
Vogel 1972|. Engels assumes a ‘natural’ 
divisionoflabouranda ‘natural’ abomination 
of promiscuity by women. It has been argued 
that these essentialist assumptions which 
underlie what is actually a theory of the 
social construction of gender relations are 
serious flaws [Moore 1988]. In the Engelian 
framework monogamy has nothing to do 
with love or affection but is a means to 
protect and concentrate wealth. Bourgeois 
society requires heterosexual, individual love 
in order to maintain and reproduce property 
relations. Engels distinguishes between ‘sex 
love' of the 19th century and ‘simple sexual 
desire’. Not only does Engels assume the 
premise of sexual desire being hetrosexual 
but also assumes the gift of female sexuality 
to men and the ‘naturalness’ of male desire 
for women [Evans 1987]. The assumption 
that heterosexuality is normal is related to 
its functions as a condition of existence of 
reproduction [Chodorow 1978; Giminez 
1980]. Gimenez (1980) argues that hetero¬ 
sexuality becomes a norm precisely because 
it secures reproduction in a pre-industrial 
society where stability of population required 
that birth rates be high. If we go along with 
Engels’ thesis then it follows that sexual 
division of labour originated in the sexual 
act and therefore the institution of hetero¬ 
sexuality is at least as responsible for 
women’s oppression as is the institution of 
private property. 

In fact, what is required is not a mechanical 
application of the Engelian thesis but rather 
to use the framework critically as a useful 
counter to rightwing idealisation of the 
bourgeois family as essentially constant and 
eternal. Homosexuality is not being ‘provided 
as a solution* (as Srikanth assumes); never¬ 
theless gay and lesbian interventions have 
had significant directions for possible 
reorganisation of heterosexuality. Hetero¬ 
sexuality as a political problematic cannot 
be dismissed. The problem with Srikanth’s 
methodological position is that he denies 
functionalism while being functionalist and 
stresses the importance of the historical 


perspective while making dramatic and 
general statements. A careful and detaijpd 
analysis stressing the uniqueness of historical 
conjuctures of the interactions between key 
structures of production, reproduction and 
sexuality is what is needed. Such historical 
analyses of homosexuality are being deve¬ 
loped by South Asian Gays and Lesbians 
(see Rathi 1993 and the Report of the Naz 
Project. Seminar on History of Alternate 
Sexualities in South Asia. 1993). 

Homosexuality is more to do with one’s 
psyche rather than physiology in cases other 
than those of hermaphrodites is a conclusion 
that Srikanth draws without furnishing any 
‘rational* or ‘natural’ basis for his argu¬ 
ments. He accepts uncritically the dualism 
built in the conceptualisation of science; the 
Cartesian legacy of a sharp split between the 
body and the mind. By this logic homo¬ 
sexuality does not ‘really* exist, i e, to say 
it can be overcome, when it is only in the 
mind. Such a split is myopic about the 
complex interactions between body, culture 
and society. However, Srikanth grants that 
there is a physiological basis to homo¬ 
sexuality in case of hermaphrodites, thereby 
once again overlooking the fact that body 
or physiology is a potentiality which is 
elaborated by culture and developed in social 
relations [Turner 1992]. A serious sociology 
of the body and sexuality demands that 
‘desire’ be socially and historically located. 
Desire has been viewed as vain/luxury (not 
needed by society). But the distinction 
between needs and desires is also a value 
judgment. For instance, in the medevial 
period theoiogists condemned husbands who 
sought pleasure in the bodies of their wives; 
theologians today condemn men who love 
men or women who identify with women. 
What is regarded as need is bound up with 
the dominant expectations of normality. 
Dominant religious, biological and sociid 
imperatives have all been used to explain 
and regulate sexual matters. It is within 
such a context that Balasubrahmanyan 
points to the culture, heritage and religion 
in India giving sanction to homosexuality, 
thereby contesting the popular cultural 
imperative that homosexuality is alien to 
Indian culture. 

The pathology approach to gays and 
lesbians that Srikanth argues for was popular 
in the 1950s and 1960s. Several reviews of 
this approach have demonstrated their often 
questionable validity and underlying pre¬ 
judices. Recent research in psychology has 
pointed to the paucity of psychological 
understanding of heterosexuality and the 
problematic polarisation of normal and 
abnormal sexualities [Chodrow 1994]. 
Chodorow demonstrates the multiplicity of 
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m tkhbqscxuw ana manmwH aewrt* 
Md argues that clinically them is no normal 
heterosexuality. Review of developmental 
and clinical accounts of heterosexuality have 
revealed that there are no persuasive grounds 
for distinguishing heterosexuality from 
homosexuality on criteria of 'maturity', 
'neurosis' or 'normality'. "Both are similarly 
constituted and experienced compromise 
formations" [Chodorow 1994]. A person’s 
sexual identity is a combination of his or her 
gender identity, gender role behaviour and 
sexual orientation [Hawkins 1980]. This 
sexual orientation is a continnum varying 
from exclusive homoerotic through ambi¬ 
sexual bisexual to exclusive heterosexual. 
Hence treatment/therapy to change sexual 
orientation which was based on the 'illness 
model* of homosexuality has been proven 
to be limited and has been replaced by group 
therapy approach to facilitate the 'coming 
out 1 of homosexual identities. Ever since 
homosexuals became 'gays’ by rejecting the 
notion ol their being sick and sinful, ‘the 
gay identity * as a pol itical identity has become 
distinct from the phenomenon of same-sex 
behavior (for instance, same sex behaviour 
in prisons or barracks). Gay and lesbian 
studies have given accounts of homosexuality 
that vary from the essentialist to the social 
constructionist. But the fact remains that 
there is no evidence about the causes ot 
homosexuality just like the causes of hetero¬ 
sexuality are unknown. 

Gay identity as a political identity emerged 
in the 1970s as a result of increasing police 
harassment and a weakening of taboos against 
discussing homosexuality [D*Emilio and 
Freedman. 1988J. The civil rights move¬ 
ments, the anti-war movements and women's 
movements of the 1960s and 1970s saw 
participation by gays and lesbians [Cruik- 
ghank 1992]; sexual practices thought of as 
'private matters’ became politicised by the 
women's and gay and lesbian movements. 
Gays and lesbians were not claiming limited 
rights to perform certain sexual acts but the 
issue at stake was of their sexual identities 
as minority identity which was condemned 
by the dominant heterosexual majority. 
Several gay liberation organisations that 
emerged during this period, the GLF for 
instance, were New Left groups which stood 
for coalition with other progressive groups. 
Marxism exerted a strong influence on the 
movement, it was argued that sexual freedom 
required structural changes and not just 
changes in laws [D'Emilio 1983]. Academic 
Marxists like Weeks (1980) presented 
homosexuality as a challenge to capitalism, 
since they saw a functional fit between the 
needs of capital and the organisation of 
sexuality. The monolithic view of gays and 
lesbians as belonging to the privileged 
sections of (white/upper class) society has 
been more than challenged by the powerful 


fttt&Otogy Tkb Bridge CUM tty 
Writings by Radical Women of Color 
(Moragaand Anzaldua 1981 ]. Working class 
lesbians have been in the forefront of lesbian 
feminism and Pat Parker or Rita Mae Brown 
are cases in point. The agenda of South 
Asian gays and lesbian organisations has 
always highlighted the need to challenge 
classism. racism, sexism and homophobia 
[Rathi 1993J. Srikanth is completely mis¬ 
taken, therefore, m reading the gay move¬ 
ment as a movement for recognition of 
freedom of sex. As Foucault (1983) puts it. 
the political goals of the homosexual move¬ 
ment concern the question of freedom of 
sexual choice over freedom of the sexual act. 
The total liberty of sexual actions is not the 
objective, the liberty of expression of choice 
is important. 

Lastly, to answer Srikanth's question as 
to why civil liberties organisations should 
back gay and lesbian movements. Simply 
because gays and lesbians as a minority 
groupare being discriminated against; section 
377 of the IPC gives the police authority to 
assault and harass gays. Gay bashing is a 
regular occurrence. This goes against the 
Right to Pn vacy in Article 17 of the Human 
Rights Covenants. Sexual orientation must 
be added to civil rights laws; there must be 
no discrimination because of one's sexual 
orientation. Section 377 must be repealed: 
"If heterosexual intercourse between 
unmarried people is not proscribed, how 
such a right does not extend to homosexual 
intercourse? If homosexual sex is thought 
depraved because of its non-rcproductive 
consequences then masturbation, celibacy 
... must all be similarly proscribed. Can a 
distinction between heterosexual and 
homosexual forms of sexual activity be 
defended rationally?" [Aids Bhedbhav 
Virodhi Andolan 1991J. Creative Marxists 
would answer this question in the negative. 
For as Menzel puts it, it is above all Marxists 
(and feminists) who shoula be developing 
a new culture of sexuality and a different 
morality [Menzel 1982]. 
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Creating 

world-class assets for India 


Audited Financial Results for the year ended 31st March, 1996 


Total Assets 

Rs. 15038 crores 

US$ 4 38bHHon 

4 30% 

Not Worth 

Rs. 8405 crores 

US$ 2.45 billion 

4 17% 

Sales 

Rs. 7786 crores 

USS 2.27 MHon 

4 11% 

Operating Profit 

Rs. 1752 crores 

U$$ 610 million 

4 8 % 

Cash Profit 

Rs. 1642 crores 

US$ 478 million 

4 22% 

Net Profit 

Rs. 1305 crores 

USS aaOmHRon 

4 23% 

Earnings Per Share 

Rs. 27.90 

US 81 cents 

4 19% 

Taxes paid to Government Rs. 2234 crores 

USS 6S0mlion 


Foreign Exchange Savings Rs. 2783 crores 

US$ 810 million 


Consistent Porfovmanco for last 5 yoars 
Compounded Annual Rate of Growth - CARG 

Sales 30% 

Net profit 60% 

Earnings Per Share - EPS 28% 

Net Worth 49% 


At Reliance, we consistently accelerate performance in an era of 
liberalisation and economic reforms through: 

* Creation of world-class assets in less than 20 years, of Rs. 15038 
crores (US$ 4.38 billion) for the nation. 

* Four-fold growth in manufacturing capacity from 1.5 million to 
6 million tonnes per annum, emerging among the top ten 
petrochemical manufacturers in the world. 

* A commitment to Total Quality, Environment, Health and Safety. 

We thank our investors and customers, who never settle for anything but 
the best And our people, who set sights even higher. 

The Government receives nearly twice our profits as taxes. We 
consider it a humble way of repaying a nation that enabled us to become 
India's largest private sector enterprise. When growth is a way of life 
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INTERACT* VISION 



Where there's Lifebuoy there's 
health. It washes away all the 
germs in dirt — to give you that 
clean, healthy feeling that comes 
only with Champion Lifebuoy. 
Now with a modern, new look. 
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■ TEXTILE AND APPAREL TRADE: THE ‘NEW REGIONALISM’ 

■ UF GOVERNMENT: HIGH COST OF 
CONGRESS SUPPORT 

■ HANDLOOMS IN DISTRESS 
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SCICI 

emerges on top 
with 

best ranking 

anions financial institutions 

c? 

affirm researchers 


"We have attempted a comparison of all financial institutions... on various parameters* 
to assess their fundamental strengths and growth prospects SCICI emerges on the top 
overall, with best ranking in lour out of five parameters." 

‘profitability, grouih asset quality capital adequacy and efficient Extract from research report March. 1996 

— James Capcl B & K, Member HSBC Group 
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Managing Natural Resources 

Although there are many reasons for our poverty, one of the most 
important is the sub-optimal use that is being made today of our natural 
resources of land and water, which constitute between them the country’s 
basic production apparatus and life support systems. Situated as wc are, 
there can be no question of our being able to overcome poverty unless we 
can make very quick and substantial progress on this front. The major 
tasks that face us in this regard and the policy and administrative 
changes needed to address them. 1397 

Textile Trade: New Barriers 

Unlike the regional trading arrangements of the 1960s, the newly-formed 
regional trading blocs have given importance to specific industries. The 
textile and apparel industry is one which is slated to get preferential 
treatment in intra-regional trade through tariff and non-tariff concessions. 
For developing countries, including India, which are not members of these 
trading blocs, the consequences of the ‘new regionalism’ for their 
textile and apparel exports are a matter of grave concern. 1405 


Views of Religion 

Enlightenment, rationalism and 
universalism as nonnative 
concepts have been declared 
obsolete in the west under the bane 
of post-modernism. How applicable 
is this type of anti-enlightenment 
ascription to the Indian context? 
Evidence from a BJP stronghold 
from rural Uttar Pradesh. 1411 


Costly Support 

The Rao-led Congress has become 
the political representative of that 
segment of the Indian bourgeoisie 
which has opted to be the junior 
partner of multinational corporations 
in the Indian market. This makes the 
terms and conditions of Congress 
support to the United Front 
government very ominous. 1378 


Culture and Globalisation 

The clash between a ltural diversity 
and globalisation may well be a 
creative one Growing awareness of 
cultural difference and globalisation 
are both contradictory and 
interdependent. The other side of 
the politics of difference is that the 
vary striving for recognition implies 
a claim to equality, equal rights, 
same treatment: in other words, a 
common universe of difference. 1389 


In Distress 

With the withdrawal of manv 
subsidies and the winding up of the 
Janatha cloth scheme, the economic 
relorm programme has pushed 
handloom weavers to the wall. 1384 


Redefining the Region 

The new and heady access to the 
centre, following Deve Gowda’s 
installation as prime minister, 
holds ambiguous possibilities 
for Karnataka's Janata government, 
the most optimistic of which 
would be a serious effort to redefine 
federalism and the troubled 
relationship between the centre 
and the states. 1379 


Clearing the Air 

Without adequate laws to control 
automobile emissions and their 
stringent enforcement, the quality 
of air in our cities will rapidly 
deteriorate given the rapid growth 
of the automobile industry 
under the impetus of economic 
liberalisation. _ 1380 

Women and Forests 

The newly introduced joint forest 
management programmes in 
Karnataka have made no special 
effort to involve women at either the 
planning or the implementation 
stage ._1382 

Last Hurrah 

The great tragedy of the current 
presidential election campaign in 
Russia lies in the conviction 
successfully spread among the 
voters, by the Yeltsinites above all, 
that it is either Yeltsin or Zyuganov, 
no one else. It is an absurd notion 
and demeans the electorate, but 
it has worked. 1386 
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Drug Prices 

WITH reference to Richa Chandra's letter 
(April 13), these days it is extremely difficult 
to get a complete price list from drug 
companies and the only sourceof information 
about drug price and drug compositions is 
the MIMS India. (There are others, like CIMS 
and Drug Today). Normally the drug 
composition and the drug prices are given 
by drug manufacturers and if there is a 
difference in the prices mentioned in MIMS 
and those published in the company's price 
list, it is the company’s fault. In my article 
(November 25, 1995), I have compared the 
prices from MIMS. It is true that there is no 
Terramycin capsule mentioned in MIMS , 
instead generic oxy tetracycline is mentioned 
at the price quoted. 1 have specifically referred 
to the 'generic' drug. Incidentally this also 
shows how drug manufacturers are taking 
advantage of no-price-control for generic 
drugs. Terramycin SF (oxytetracycline 250 
mg plus vitamins) is priced at Rs 4.29 for 
four capsules, whereas generic oxytetracy¬ 
cline 250 mg ts priced at Rs 6.11 for four 
capsules. Chandra should understand that 
while 1 may be unaware of the price rise of 
codeine and other ingredients of Corex, I am 
only pointing out the price rise and not 
explaining or questioning the reasons for 
that price rise. Have the drug manufacturers 
objected to the sharp rise in wholesale and 
retail commission of non-scheduled 
formulations? Why should they, when they 
can recover the same from the end 
consumers? 

Wishvas Rane 

Pune 

Danger Signals 

THIS is with regard to ‘Liberalisation and 
Foreign Trade: Danger Signals' (May 4) 
where the conclusion has been drawn that 
export-led growth through the new economic 
policy (NEP) is “unviablc and unrealistic”. 
In the article two periods, i e, prc-NEP 
(1986-87 to 1990-91) and post-NEP 
(1992-93 to 1995-96) with five and four 
years, respectively are considered. The year 
1991-92 was not considered here and the justi¬ 
fication given is that “India plunged into an 
unprecedented balance of payments crisis”. 

Though this is true, we cannot exclude 
that particular year, because it is the starting 
point of NEP, particularly for the foreign 
sector due to devaluation of the rupee in June 
1991. The impact of devaluation on the 
foreign trade was sudden. Hence, without 
taking the financial year 1991-92 into con¬ 
sideration we cannot comment on the perfor¬ 
mance of NEP in the case of foreign trade. 
If we include the year 1991-92 into the post- 
NEP period, the annual average growth rate 
of exports in that period will be 26.94 per 
cent which is higher than the annual average 


growth rate of exports in pre-NEP period 
(24.73 per cent). (Here we are also taking 
an equal numberof years in both the periods.) 
The annual average growth rates of imports 
and trade balance will be 23.92 per cent and 
58.84 per cent, respectively. 

Even if we exclude the financial year 
1995-96, since the data are incomplete (the 
annual average growth rate of exports, 
imports and trade balance will be 26.41 per 
cent, 20.41 per cent and 35.61 per cent, 
respectively) the annual average growth rate 
of exports is still higher in the post-NEP 
period compared to the pre-NEP period. 
With this background can we still say that 
there are 'danger signals'? Certainly not. 
The foreign trade sector has been showing 
positive signals after NEP. 

It is true that import values are growing 
faster than export values and the trade balance 
has worsened in the post-NEP period. This 
is the expected impact of devaluation in the 
short run. This is one part of the J-curve 
which is the combination of the negative 
short-run effect together with the subsequent 
positive long-run effect of a devaluation of 
the exchange rate on the trade balance. Hence, 
the foreign sector's performance has 
empirical justification through the J-curve 
effect. Can we still claim that there are 
'danger signals' from the foreign trade sector 
after the NEP? 

N R Biianu Murthy 

Bangalore 

Don’t Burn Waste 

BUILDING incinerators for hazardous 
municipal and medical waste will increase 
health risks from the formation of 
organochlorine by-products during burning. 
In addition, the huge amounts of money 
invested in such expensive technologies will 
act as a disincentive for industry to develop 


and market clean alternative products to 
reduce the toxicity and volume of wastes. 
Hazardous waste incinerators will be used 
to hide the sludges of chlorinated solvent 
processes and the highly toxic wastes rising 
from the production of ethylene dichloride 
(EDC).and vinyl chloride monomer (VCM), 
the raw materials of PVC. As the consumer 
classes increasingly copy the environment¬ 
ally unsustainable 'throwaway* consumption 
habits of northern societies, the waste stream 
of municipal incinerators will increasingly 
mix PVC packaging wastes, commodity 
plastics used in TVs, cars and white goods 
such as washing machines and refrigerators, 
toys and PVC building materials such as 
cables, piping and floor coverings. Medical 
incinerator waste streams contain PVC 
products such as blood bags, syringes, 
surgical gloves and catheters. 

We need to leam from the industrialised 
societies in the world which have realised 
the dangers of chlorine and are now taking 
action against it. And we must ensure that 
as northern countries become increasingly 
critical of both chlorine industries and 
incineration, these dirty technologies are not 
shifted to Asia. We must decrease our toxic 
body burden by banning chlorine 
compounds, phasing-out the majority of 
chlorinated solvents like Sweden has done 
or ban the use of PVC in packaging and use 
in public buildings, like many municipalities 
in Germany and Austria have done. 
Alternatives are now available for all major 
uses of chlorine. Let’s look upstream to 
build a future through clean sustainable 
industries and not downstream at expensive 
end-of-pipe waste disposal solutions that 
simply hide and compound the problem. 

Malini 

Greenpeace International 

Toxics Compaign, 

Amsterdam. 


Subscription Rates 
Inland 

(including Nepal ami Bhutan) 

(in rupees) 


Institutions 

Six months 

One year 
600 

Two years 
1125 

Three yet 
1650 

Individuals 

250 

475 

875 

1275 

Concessional Rates 
Teachers/Researchers 

. 

325 


900 

Students 

- 

225 

- 

- 


Concessional rates are available only in India. To avail of concessional rates, certificate from 
relevant institution is essential. 

Remittance by money order/bank draft/postal order requested. Please add Rs 14 to outstation 
cheques towards bank collection charges. 

Foreign (in US $) 

Air Mail Surface Mail 

Institutions Individuals institutions Individuals 
Pakistan, Bangladesh & Sri Lanka 80 50 65 30 

USA, Canada, UK, Europe, 

Japan, New Zealand, 

Australia & Russia 150 100 90 65 

All other countries 100 70 70 50 
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Money Games 

A FTER the flooding of the urban markets with higher 
income consumer goods, sporting fancy international 
brand labels in most cases, the impact of economic liberali¬ 
sation, it is generally acknowledged, has been most manifest 
in what is called the financial sector. The deregulation of 
interest rates, the entry of a large number of institutions, 
Indian and foreign, the crafting of a variety of new instruments 
and the abandonment of al I attempt at administratively directi ng 
the allocation of funds are all supposed to enhance the 
efficiency and lower the cost of financial intermediation. 
Curiously, no one seems to be inclined to ask if these much- 
touted objectives are in fact being achieved, despite the 
mognting contrary evidence of very large segments of the 
economy, such as agriculture and small industries and 
businesses, being denied even such financial wherewithal to 
carry on as they had been getting in the earlier, less efficient, 
times and, even more palpably, the skyrocketing of rates of 
interest in the economy to levels hitherto unheard of. Nor 
is there the least sign that all the very high profile, and very 
highly paid, activity has made any difference to the 
community’s overall rales of saving. In other words, the gains 
that were guaranteed to flow from competition and deregulation 
are not much to be seen. But no matter. What financial 
liberalisation has unquestionably achieved is to have given the 
financial sector a raison d'etre of its own, virtually unrelated 
to the productive sectors of the economy and their requirements 
of finance - in management jargon, to have turned it into a 
‘profit centre’. 

And so mesmerised apparently is everyone by the plenitude 
of the profits that are being raked in that no questions are asked 
about the rationale, not to mention the morality, of so much 
that goes on in the name of financial liberalisation. Take some 
of the financial ‘products’ that are being creatively fashioned 
for the delectation of the intending investor. Among the most 
popular of these reportedly are the so-called deep discount 
bonds which were first unveiled by the IDBI some three years 
back. A currently open issue of such bonds by another of the 
all-India financial institutions offers the investor Rs 2 lakh on 
an investment of a mere Rs S ,200- after a quarter of a century. 
A simple calculation should show that what is on offer is 
nothing more munificent than the present going rate of interest, 
but obviously it is the subliminal selling that matters - on par, 
say, with the promise of immediate professional advancement 
to the wearer of a certain brand of expensive shirts. The issuing 
institution is taking no chances at the same time; since interest 
rates are currently very high, it has reserved to itself the right 
to go back, after a mere five years, on its Rs 2 lakh promise in 
the guise of an ‘early redemption option’ in fine print. 


It is typical of the whole ethos of so-called financial 
innovation under the aegis of liberalisation that much of the 
attraction of the deep discount bonds, for the issuing institution 
and the investor alike, rests on vacuous product differentiation 
with the sole purpose of thereby escaping taxes and certain 
legal stipulations. These bonds are a hit with the institutions 
issuing them because they are unsecured instruments on 
which they do not have to pay stamp duty at the time of issue 
(and on later trading in the secondary market) and because no 
redemption reserve has to be created for servicing them as in 
the case of debentures. And the juiciest carrot dangled before 
the investor is that a helpful government can be persuaded 
once again to treat the returns on the bonds, which are in fact 
no different from the interest income on cumulative deposits 
with banks, not as interest income but as capital gains and so’ 
liable to tax at, say, half the rate. In fact tax breaks such as these 
are at the core of the success of so much of so-called financial 
innovation and astronomical salaries arc paid for ingenious 
‘product’ development and marketing with this purpose solely 
in mind. Of course, a helpful government and finance ministry, 
with anxious stakes in the success of financial liberalisation, 
are only too eager to oblige. After all, have they not made avai¬ 
lable to commercial banks between Rs 12,000 and Rs 15,000 
crore in the last few years to enable the banks to clean up their 
balance sheets by writing off so-called ‘non-performing’ 
assets and be seen to be achieving international capital adequacy 
norms - all so that financial sector reform could be advertised 
as a grand success? Only, it is already clear that the entire 
operation will need to be repeated every few years as the banks 
accumulate fresh assets which refuse, or were never meant, to 
perform. It calls for myopia of a high order not to see this as 
the use of the government budget for loan waivers on a 
colossal scale - to write off advances taken by private industry 
and businessmen from commercial banks. But that is what 
financial sector reform is really about, and not just in India. 
Didn’t the US government only very recently dole out some 
hundreds of billion dollars of the tax payers* money to rescue 
so-called savings and loan societies in that country from the 
consequences of their own brand of financial innovativeness? 

Against a background as murky as this, to raise issues of 
morality and ethics is to invite being laughed out of court. The 
point needs to be made nevertheless. To get back to the much- 
admired deep discount bonds, what is the morality of 
managements saddling the institutions they happen to control 
temporarily (very likely extremely temporarily, given the 
Carl Lewisian pace of professional mobility these days) with 
liabilities that will come home to roost long, long after they 
have left the scene and in the interim getting their hands on vast 
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funds totally coat-freeand without the least 
debt-servicing obligation? But there is a 
solution, as wc already know; should things 
so wrong, the government of the day will no 
doubt be persuaded to go to the rescue of the 
widows and orphans at great cost to the 
public exchequer. Take, again, this business 
of credit rating. SEBi is nothing if not prim 
and proper. It docs not allow institutions to 
borrow funds in the capital market unless 
they have been duly credit rated. But what 
meaning does credit rating, based on the 
institution's current financial health and cash 
flows, have for a debt instrument which is 
supposed to come up for servicing a quarter 
century hence? Does not the Haunting of 
superlative credit ratings by institutions 
issuing these instruments come very, very 
dose to being a fraud on the prospective 
investor by these institutions as much as by 
the agencies doling out these ratings with 
easy consciences? 

But let morality l»e buried. Let a different 
question be asked, if efficiency and cost- 
effectiveness arc indeed the other names of 
financial reform, why is that it has to lean on 
tax breaks and government support at every 
turn? 

POLITICS 

BJP’s Myth-Making 

THE accolades which are being showered 
upon Atal Behan Vajpayee by the media and 
the middle classes are a rather poor reflection 
on their political discernment, as well as a 
tribute to the BJP's superb ability to sway 
these guillible sections of the Indian 
people with the help of a suave politician on 
whom the Sangh parivar always depends to 
salvage its image whenever it faces a crisis. 
Vajpayee also, loyal as he is to his RSS 
ideology, has always come to the rescue of 
the ‘parivar'. by donning the garb of a 
‘moderate’ and assuaging the outraged 
leelings of those who are shocked by the 
intemperate behaviour of his colleagues and 
followers. 

‘Valiant tare well performance’, ‘Vajpayee 
goes out as martyr', ‘He lost the fight but 
won the battle - these were some of the 
expressions used by the media to describe 
Vajpayee’s dec ision to resign and thus escape 
the humiliation of a defeat on the iloor of 
the Lok Sahha. What was for all practical 
purposes a damp squib (after all the BJP 
bluster to capture power in New Delhi) was 
elevated to the level of martyrdom, with the 
BJP made out to be a spotless victim of an 
NF-LF conspiracy. 

Yet, a little bit of understanding and 
recollection would demystify the myth that 
is being sedulously created around the BJP 


arid its erstwhile Vajpayee. 

Although Vajpayee claims that his decision 
to resign was on a matter of principle (as he 
and his party supposedly abhorred horse¬ 
trading), it was this same Vajpayee who 
some months ago had no quplms in 
welcoming into his party a JMM MP who 
had been allegedly bribed by Narasimha Rao 
in order to defeat a no-trust motion against 
him in parliament. When Vajpayee’s attention 
was drawn to this fact at the press conference 
where he introduced the MP, he hummed 
and hawed, said at I irst that he was not aware 
ot his being bribed and then defended him 
hy adding that a ‘poor tribal’ needed money 
(afauxpas again, since the JMM MP was not 
a tribal). 

Vajpayee and his party are today accus¬ 
ing the NF-LF of shedding their principles 
and ganging up with Rao’s Congress to oust 
the BJP government. But did he not do the 
same by aligning with the BSP to tMiginecr 
the fall of the Mulayam Singh Yadav 
government in Uttar Pradesh? 

It is hardly four years since the trauma that 
the nation suffered following the demoli¬ 
tion of Babri masjid. Vajpayee in those 
days put on his ‘moderate’ face and 
sounded ambiguous - expressing grief' and 
at the same time refusing to condemn the 
vandalism earned out by his followers. This 
somehow endeared him to the liberal-minded 
middle classes who felt that here was a 
sensitive politician torn between humanism 
and party obligations. It was this image 
which he assumed again when he was 
projected by the Sangh parivar as the future 
prime minister during the election campaign. 
Striving to impress the urban intelligentsia, 
he sought to set himself apart from the rest of 
his colleagues by talking of poetry, about 
loneliness, about philosophy - gimmicks 
that were calculated to persuade this section 
to believe that the BJP was after all not that 
bad, that its fanatic elements would be held 
in leash by Vajpayee once he became prime 
minister. But soon after his swearing in, in a 
televised address to the nation, Vajpayee 
instead of taking an apologetic tone on the 
Ayodhya happenings of 1992, warned that 
“if problems related with religion are not 
resolved for a long period of time, then the 
result is what happened in Ayodhya”. In 
other words, unless the demands of the Sangh 
parivar are met, the Htndutva brigade will 
unleash communal riots. 

Even after this threatening posture by the 
‘moderate* BJPprime minister, one wonders 
how the media and middle class intellectuals 
could go overboafd about his reply to the 
two-day debate in parliament, and tum him 
into a tragic hero following his announcement 
of resignation at the end of the reply. Has the 
popular addiction for soap opera spilled over 
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sneaking pro-Hindutva sentiments that 
prompt them to discover‘moderates 4 in the 
Sangh parivar who would stick to the basic 
programme of building a Hindu nation 
without being too abrasive to shock liberal 
sentiments? 

THE ECONOMY 

Through Tinted Glasses 

THE new finance minister, PChidambaram, 
pronounced immediately on asssuming office 
that “there is agreement that the economy is 
basically in sound health and the economic 
indicators point to high growth”. It was not 
true, in the first place that there was agree¬ 
ment on the stale of the economy among the , 
parties supporting the new government, as 
the statements by the CPI(M) and CPI the 
very next day showed. More important, 
Chidambaram’s assessment is clearly biased 
both by his ideological preferences and by 
the fact that he had been an imponant member 
of the Narasimha Rao cabinet almost till the 
very end when he resigned over the party’s 
alliance with the DMK in Tamil Nadu. In 
fact if the UF government manages to survive 
lor any length of time, Chidambaram is sure 
to rue the good chit he has so hastily given 
the previous government. 

To be sure, there arc indications that some 
of the ground lost in the initial three years of 
reforms has been recovered in the last two 
years. Real GDP growth, which had dipped 
to 0.8 per cent in 1991-92 and was around 5 
per cent in the next two years, improved to 
6.3 per cent in 1994-95 and may have been 
a little below 6per cent in 1995-96. Industrial 
growth, which had declined sharply to 0.6 
per cent in 1991-92 and 2.3 per cent in 
1992-93 and was 5.6 per cent in 1993-94, 
accelerated to 9 per cent in 1994-95 and 
probably in 1995-96 as well. Likewise,export 
growth (in dollar terms), which was (-)1.5 
per cent in 1991-92 and 3.8 per cent in 
1992-93, rose to between 18.3 per cent to 
21.4 per cent in the next three years. There 
has also been a notable moderation of the 
inflation rate as measured by the wholesale 
prices index. But in respect of all of these 
indicators, two considerations need to be 
borne in mind: first, taking the past five years 
together, the performance in the post-reform 
period is in no way an improvement over that 
in the second half of the 1980s; and, second, 
a substantial part of the credit for the recent 
macro-economic performance should go to 
rise in agricultural production, thanks to 
good rainfall for eight consecutive years. 
Agricultural growth averaged over 4 percent 
per annum for the three years from 1992-93 
to 1994-95. 
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of the economy has been, the question is how 
sustainable is it. The fact is that the growth 
achieved in the post-reform period has been 
of the same unsustainable type as that of the 
1980s. When to fulfil the conditions of the 
IMF's stand-by arrangement, the gross fiscal 
deficit of the central government had to be 
slashed from 8.33 per cent of GDP in 1990- 
91 to 5.90 per cent in 1991-92 and 5.72 per 
cent in 1992-93, due to which industrial 
growth and overall economic activity suffered 
a sharp setback. Then followed a deterioration 
in the fiscal situation and the gross fiscal 
deficit to GDP ratio rose to 7.66 per cent in 
1993-94 and was 6.10 per cent in 1994-95.1n 
1995-96 it would turn out to be around 6 pier 
cent and so also in 1996-97. What makes the 
fiscal situation more alarming and less 
amenable to control are the changes that 
have occurred in the manner of financing ot 
the centre's gross fiscal deficit. Reduction 
of the gross fiscal deficit in 1991-92 and 
1992-93 occurred not only because of the 
slashing of market borrowing (from 1.5 per 
cent of GDP in 1990-91 to 0.5 per cent) and 
the conventional deficit (from 2.12 per cent 
of GDP to 1.4 per cent), but also because of 
the slowing down of the growth of the 
government’s unfunded debt consisting of 
small savings, provident funds, special 
deposits and reserve funds (f rom 4.1 per cent 
of GDP in 1990-91 to 2.7 per cent in the next 
two years). The government could also make 
do with small fiscal deficits m those years 
since substantial expenditure compression 
had to be effected to satisfy one of the IMF 
conditionalities, but this could not be 
sustained in the subsequent years when there 
was an explosion of market borrowing and 
also a sizeable rise in unfunded debt. Gross 
borrowings shot up from Rs 4,821 crore (0.5 
per cent of GDP) in 1992-93 to Rs .30,065 
crore (3.8 per cent in GDP) in 1993-94 and 
to Rs 40.509 crore (3.8 per cent of GDP) in 
1995-96. This has occurred despite large 
increases in unfunded debt since 1994-95. 
Up to that year there was some containment 
of the conventional as well as the monetised 
deficit which made it possible to keep the 
gross fiscal deficit within 7 to 7.66 per cent 
of GDP but the data for 1995-96 suggest that 
the fiscal situation has now gone out of 
control. The centre’s conventional budget 
deficit, which was budgeted at Rs 5,000 
crore and raised to Rs 7,600 crorc in the 
revised estimates, has shot up to Rs 9,934 
crorc. More significantly, the centre's 
monetised deficit, which was Rs 2,130 crore 
(0.2 per cent of GDP) in 1994-95, bloated lo 
Rs 19,855 crore (1.8 per cent of GDP) in 
1995-96. The fiscal situation remains out of 
control in the current year so far. Between 
March 31 and May 17, the use of ad hoc 


bfeAuxry bin* his generally remained above 
Rs 9,000 crore and has touched the 
unprecedented level of Rs 17,800 crore. 
Likewise, rise in net RBI credit to the central 
government has been Rs 15,978 crore up to 
May 17. This is the result of vast tax resources 
having been surrendered through drastic 
reductions of direct and indirect taxes even 
as the government has failed to contain the 
growth of non-development expenditure. 

There arc many other elements in the 
macro-economic situation which are equally 
disheartening, one of the most ominous 
among these being the trends in saving and 
investment. The domestic saving rale fell 
sharply from 23.6 percent in 1990-91 to21.4 
percent in 1993-94 (the increase in 1994-95 
to 24.4 percent is suspect due to estimational 
problems). As a result, gross fixed assets 
formation in the first four years of the so- 
called economic reforms ranging from 21.5 
per cent to 22 1 per cent of GDP was below 
the peak ot 23.2 per cent achieved in 1990- 
91 and has failed to rise above the average of 
22 per cent achieved in the five-year period 
preceding the reforms. The relative stagnation 
of the saving rate, which has much todo with 
the consumption boom encouraged by the 
government’s economic policies among the 
upper middle and rich sections, is increasingly 
getting reflected in the acute shortage ol 
liquidity and the usurious rates of interest 
exceeding even 15 percent per annum in real 
terms at which many projects in the public 
and private sectors would clearly have 
become unviable. It is pathetic that both the 
government and the market operators arc 
hanking on higher FII inflows to boost 
domestic liquidity as a substitute for efforts 
to raise the domestic saving rate. 

The insufficiency of domestic saving will 
have its repercussions in the external sector 
where signs of turbulence are already evident 
in the re-emcrgcnce of a large current account 
deficit and exchange rate fluctuations. The 
merchandise trade deficit, as per the DGC1 
and S data, has more than doubled from 
$2.03 bn in 1994-95 to $4.54 hn in 1995-96. 
Thecurrent account dcticitcstimatedat$5.2() 
bn ($2.32 bn in 1994-95) may touch 1.7 per 
cent of GDP against 0.7 percent in 1994-95. 
On the exports front, except for ‘more of the 
same* at a heavy cost ot depreciation of the 
currency, there has not been any significant 
diversification of exports even as import 
propensities have gone up further. As the 
dramatic depreciation of the rupee shows, 
the external sector remains fragile. 

Even with regard to inflation where the 
achievement is apnarently impressive, with 
the annual rate of rise in the WP1 having 
stayed below the 5 per cent level for 17 
weeks successively, there is no gainsaying 
that this has been to an extent contrived by 
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of large number of commodities subject to 
administered prices. What is more, the 
average inflation rate in the post-reform 
period of five years of 9.6 per cent is still 
significantly higher than the average rise of 
7.2 percent in the preceeding decade. Worse, 
the rate of increase has been the highest in 
‘food articles’: 11.4 per cent as against 8.5 
per cent during the previous decade. 

The accelerated increases in the prices of 
basic consumption goods has further 
depressed the levels ol living ol the vast 
majonty of the people. The employment 
situation too has deteriorated sharply m 
the post-reform period. Certainly, the 
government’s claim of having created 
an average of 6 mn jobs in 1992 93 and 
1993-94 and another 7 mn in 1994-95 cannot 
be taken seriously. It is based on certain 
assumed elasticities of employment growth 
with respect to output growth in different 
sectors which are far above the actual 
elasticities in the 1980s NSSO data show a 
significant rise in the percentage of people 
below the poverty line. The rise has been 
especially sharp in the rural sector. This is all 
the more noteworthy since the country has 
generally experienced normal or above 
normal rainfall during this period. The 
rising poverty is to be explained by the 
poor employment growth, erosion of the 
purchasing power of large sections of people 
and dilution of social support for the poor iri 
education and primary health care. 

KASHMIR 

Command Performance 

THE ‘more than expected’ 40 per cent 
turnout in the Lok Sabha polls in Jammu and 
Kashmir has sent the top administrators in 
the state into a state of euphoria. They claim 
the elections to have been a 'victory of the 
Kashmiri people’. They are elated at having 
snubbed Pakistan and have started pushing 
for early assembly elections. On the other 
hand, the ‘more than expected’ 40 per cent 
turnout has put the Hurriyat on the hackfoot. 
It recently admitted losing its political grip 
over the valley. Benazir Bhutto, prime 
minister of Pakistan, has offered bilateral 
talks and Farooq Abdullah has returned to 
Snnagar worried that he may have ‘missed 
the bus’ by not participating in the elections 
This is how some of the mam players in 
Kashmir have responded to the ‘more than 
expected* voter turnout. 

But what about the voters themselves? Do 
they think they have in any way performed 
the sort of heroic act they arc being credited 
with? The long queues before the polling 
booths on May 23 and May 30 - smoothly 
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the help of the pro-India militias -have been 
used by the Indian government to justify its 
case before the international community. 
But for the voters, under threat from Pakistan- 
backed militants on the one side and Indian 
army-sponsored renegade militants on the 
other, voting was far from being an exercise 
of the democratic rights. 

The people of Kashmir in the past seven 
years have seen many groups come and go, 
posing as 'liberators* fighting against the 
injustices done to the Kashmiri people. The 
latest in the long line is Kukka Parray. Like 
SULFA in Assam, Parray's Ikhwan-ul- 
Muslimoon, Gulam Nabi Azad’s Muslim 
Mujahideen and the Khwaja Commando 
Force have come in handy for the Indian 
armed forces to tilt the balance of forces in its 
favour. Obviously, the Indian government is 
playing with fire. By allowing such counter¬ 
insurgency outfits, committed to the gun 
culture, to participate in elections - Parray 
floated the so-called Awami Conference, the 
others the Patriotic People’s Front - the 
Indian government has lent respectability to 
elements who do not possess any democratic 
credentials. The consequences were evident 
when Javed Hussain Shah, an Independent 
candidate supported by Parray in Anantnag, 
who had been on the 'most wanted list* of the 
security forces not long ago, went on a 
rampage after being defeated in the elections. 
Would these forces remain mute spectators 
when Kashmir slips away from their hands? 
Statements by Parray indicate that he 
cherishes ambitions of displacing the 
National Conference and emerging as the 
sole 'democratic voice’ of the Kashmiris. 

The people of Kashmir have always stood 
for democratic solutions to their grievances. 
It was only when democratic norms were 
openly flouted in the 1987 state assembly 
elections that they responded to the call of 
the militants. Elections held within the 
framework of the Indian state with the option 
of ‘azadi’ foreclosed cannot reveal the real 
choice of the Kashmiris, however many of 
them are herded to the polling stations by the 
security forces and their new-found 
henchmen. 

SRI LANKA 

Growing Thrbulence 

LAST week'sstrike by the electricity workers 
and the state's brutal response are both 
symptoms of the growing turbulence in the 
socio-political weather in Sri Lanka. Over 
the last six months much has happened in the 
country: the increasingly successful military 
manoeuvres to quell the LTTE, the decla¬ 
ration of emergency and the cancelling of the 
June local bodies elections, the government’s 


the sharply rising defence budges, industrial 
slow-down, balance of payments problems 
compounded by the crisis in the export- 
oriented plantation sector brought on by the 
massive workers* strike, etc. 

The strike by the workers’ union of the 
Ceylon Electricity Board (CEB) has come at 
a time when the country is in the middle of a 
power crisis. More than 81 per cent of Sri 
Lanka’s power supply comes from hydro¬ 
electric sources, entirely dependent on the 
monsoons, the rest being made up by thermal 
power plants. By the end of May, even with 
the strict measures imposed - heavy power 
cuts, the daylight saving measures and a ban 
on the use of airconditioners and display 
lighting, among others - the power situation 
was so bad that the government desperately 
called for bids from foreign companies to 
supply electricity from barge-mounted 
generators. The government offered to pay 
six US cents per unitof power thus generated. 
There is of course little that the government 
can do - there has not been much thought 
given to infrastructural development in the 
last decade or so, but now the government is 
intent on privatising state services and selling 
off public sector companies rapidly. 

This is in fact what triggered the strike. 
The government has called for bids to sell the 
state-owned power distribution agency, the 
Lanka Electricity Company (LECo). 
President Chandrika has branded the strike 
an opposition measure to destabilise her 
government. Other government spokes¬ 
persons have said that the strike is not a trade 
union action, but a move to dictate policy 
matters. At a press conference on May 31 
the president vowed to use “democratic 
or undemocratic" means to restore power 
supply. She said the government had no 
option but to catch people by the “scruff of 
their necks" and “make them work at gun¬ 
point". The government also announced that 
it had taken a considered decision not to go 
ahead with the three bids it had received for 
LECo, although LECo employees were not 
against privatisation. 

Within hours of that press conference, the 
police attacked the offices of the Nava Sama 
Samaj Party (NSSP) which has supported 
thestrike. Accordingtoaunionpress release, 
unidentified gunmen also shot at J B P 
Dissanayaka who is also a leader of the 
public sector trade union movement which is 
opposing privatisation in all sectors. 
Although the electricity workers came back 
to work, it is clear that the government 
cannot go ahead with the privatisation plans 
as smoothly as it thought it could. Plans to 
privatise the air transport sector have also 
been put on hold - ostensibly because the 
bids received have not been good enough. 


that ^the country appears to have reacheddie 
limit to which resources could be made 
available for enhanced investments from the 
public sector". The bank recommended a 
"medium-term structural adjustment pro¬ 
gramme ... aimed at further improvement in 
the Fiscal performance’* and promotion of 
“greater private sector participation in 
investment". As part of this programme for 
revitalising the economy, the government 
planned to sell off state enterprises, hoping 
to realise 21 bn Sri Lankan rupees. 

Tea and rubber plantations and industries 
in the free trade zone play a significant role 
in boosting the economy. Even these however 
have been affected. The strike by 8,00,000 
rubber, tea and coconut plantation workers 
in April which, although it raised the imme¬ 
diate demand for a wage rise, was also aimed 
at the privatisation plan of the government, 
cost the government Rs 500 mn and put ex¬ 
porters in a precarious position. Led by the 
Ceylon Workers' Congress, which is a member 
of the ruling People’s Alliance, the strike came 
at a time when several tea and rubber planta¬ 
tions were up for sale for raising desperately 
needed funds. The prolonged drought has 
also affected crops across the country. The 
free trade zone and the garment industry 
have been all but devastated by the power cuts. 

The government’s response to the labour 
actions and also the imposition of the 
emergency and postponement of the local 
elections have had repercussions within the 
ruling alliance. The CWC leader and rural 
industries minister, S Thondaman, even 
moved an unprecedented no-confidence 
motion against his colleague, the plantations 
minister, protesting against the manner in 
which the plantations workers’ strike had 
been addressed. 

The devolution package proposed by the 
Chandrika government has found few takers 
- the CWC and the TULF, the two Tamil 
groups, which had participated at some level 
of the deliberations to evolve the draft 
formula, are now reportedly finding that the 
legal document does not codify some of the 
assurances given in the draft. The UNP has 
been sending conflicting signals. The political 
package can be implemented only with the 
support of the UNP because it needs to be put 
to votein parliament and the People’s Alliance 
does not have a two-thirds majority. 

In a convoluted sense, the military success 
in Jaffna promises an opportunity to 
Chandrika to consolidate her party’s position 
in power if, that is, she decides to announce 
a snap elections. It is more than possible that 
Chandrika’s well-cultivated image as a 
sympathetic friend of the ordinary folk in the 
northern and eastern parts of the country will 
stand her in good stead. 
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The index of industrial production rose by 12.2 per cent in the first 10 months of 1995-96 against 9.3 per cent in the corresponding period of 
1994-95. The manufacturing index continued to lead the growth, rising by 13.6 per cent (9.7 per cent). Foreign trade data show that the share of 
chemicals and chemical products and capital goods in imports continued to rise in 1995-96. The share of mineral oils remained at about 23 per 
cent. Food and live animals, gems and jewellery, ready-made garments, chemicals and chemical products and capital goods were major 
contributors to the 21.4 per cent growth in exports. 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981-82- 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April 1-May 18.1996) 


Cost of Living Indices 


Weights May 18, 
1996 


on (Per Cent): Point-to-Point _ 

Fiscal Year So Far 1995-96 1994-95 1993-94 1992-93 




Month 

Latest 

Previous 

1996-97 

1995-96 





100.0 

304.3 

0.7 

4.2 

9.9 

1.7 

1.8 

4.9 

104 

10.8 

7.0 

32.3 

316.0 

0.8 

4.4 

11.0 

2.5 

2.3 

5.7 

12.7 

11.5 

30 

17.4 

356.6 

1.2 

6.2 

11.5 

3.6 

5.1 

97 

11 9 

4.4 

54 

10.1 

322.9 

0.0 

1.6 

10.6 

1.2 

-2.5 

-1.1 

15.5 

24.9 

-1 4 

10.7 

295.1 

0.0 

3.7 

2.8 

3.1 

00 

-0.1 

24 

13.1 

15.2 

57.0 

299.4 

0.7 

4.1 

10.7 

1.0 

1 9 

5.4 

10.7 

9.9 

7.9 

10.1 

279.2 

1.3 

2.0 

2.5 

2.5 

0.3 

0.3 

8.1 

12.3 

6.8 

27.5 

328.2 

1.2 

4.9 

8.5 

3.3 

3.5 

6.6 

10.6 

7.0 

5.8 

100.0 

302.5 


6.8 

10.5 

4.5 

5.6 

7.7 

10.9 

8.3 

10.1 


Latest _ 

Month Over 
Month 


Variation (Per Cent): Point-to-Point _ 

is Fiscal Year So Far 1994-95 1993-94 1992-93 1991-92 


Latest Previous 1995-96 1994-95 


Industrial Workers (1982=100) 319' 0.9 8.9 9.7 

Urban Non-Man Emp (1984-85=100) 258 7 1.6 10.3 9.9 

Agri Lab (July 60 to June 61=100) & 1395.9 1 0.4 7.4 10.6 

@ Derived: based on linking factor between old and new series (1986-87=100) 


319’ 

0.9 

8.9 

9.7 

8.9 

97 

9.7 

9.9 

6.1 

13.9 

258 7 

1.6 

10.3 

9.9 

5.7 

5.4 

99 

8.3 

68 

13.6 

1395.9’ 

0.4 

7.4 

10.6 

7.4 

10.6 

10.6 

II 6 

0.7 

21.9 


May 10. 

Money and Banking (Rs crore)* 1996 Over Month 


oney Supply (M,) 617476 8299 (1.4) 

Currency with Public 129918 6249 (5.1) 

Deposits with Banks 481990 2705 (0.6) 

Net Bank Credit to Govt 272051 5375 (2.0) 

Bank Credit to Comml Sector 340683 726 (0.2) 

Net Foreign Exchange Assets 76280 271 (0.4) 

Reserve Money 194004 5033 (2.7) 

Net RBI Credit to Centre 133753 5682(4.4) 

Ad hoc Treasury Bills 45805 10550 

Scheduled Commercial Banks 
Deposits 434522 1897(0.4) 2177(0.5) 

Advances 253185 -130 (-0.1) 1085(0.4) 

Non-Food Advances 241833 -2072 (-0.8) -476(A).2) 

Investments 165893 -509 (-0.3) 1752(1.1) 

* Based on March 31 figures after closure of government accounts, except for 
March 29. 1996. 


Index Numbers of Industrial Weights January Fiscal Yeai 
Production (1980-81=100) 1996 1995-96 


Fiscal Year So Far 
1996-97 1995-96 


16978 (2.8) 
11665 (9.9) 
3181 (0.7) 
9383 (3.6) 
2044 (0.6) 
870(1.2) 
-331 (-0.2) 
14984(12.6) 
16360 


1817(0.3) 
10962(10.9) 
-11751 (-2.8) 
10688 (4.8) 
1572 (0.5) 
-535 (-0.7) 
9987 (5.9) 
12584(12.7) 
12025 


78617(17 4) 
18806 (22 9) 
58956(16.0) 
16325 (7.9) 
44991 (18.4) 
23298 (44.3) 
30608(22.1) 
2130(2.2) 
1750 


1993-94 


73307(19.3) 
14170(20.9) 
57925(18.7) 
28855(16.3) 
17161 (7.5) 
27674(110.9) 
27892 (25.2) 
260 (0.3) 
6300 


-12198 (-3.2) 45486(11.8) 53630(16.1) 52144(18.6) 

-1929 (-0.9) 40540(19.2) 40638(23.8) 11566(7.3) 

-3951 (-2.0) 43024 (21.6) 37797 (23.4) 8875 (5.8) 

195(0.1) 14887(10.0) 14172(10.5) 28641 (26.9) 

1995-96 (full year) and 1996-97 where the banking data relate to 


Fiscal Year So Far _ Average for Full Fiscal Years _ 

1995-96 1994-95 1994-95 1993-94 1992-93 1991-92 1990-91 1989-90 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


100.0 309.5 276.9(12.2) 246.9(9 3 ) 252.9(9.0) 231.1(5.6) 218.9(2.3) 213.9(0.6) 212.6(8.2) 196.4(8.6) 

11.5 291.6 254.2(7 1) 237.3(7.3) 247.8(7.1) 231.2(3.4) 223.7(0.6) 222.5(4.5) 221.2(6.3) 211.6(7.9) 

77.1 305.1 271.2(13.6) 238.8(9.7) 244.6(9.4) 222.3(5.5) 2107(2.2)206.2(-0.8) 207.8(89) 190.7(8.6) 

11.4 357 1 338.1(8.7) 311.0(84) 314.6(8.5) 290.0(7.4) 269.9(5 0) 257.0(8.5) 236.8(7.8)219.7(10.9) 


Capital Market 


BSE Sensitive Index (1978-79=100) 
National Index (1983-84=100) 
BSE-200 (1989-90=100) 

NS? (NoyA 1.995=1000)., .. 


1996 

Ago 

Ago 

Trough 

Peak Trough 

Peak 

1995-96 

1994-95 

1993-94 

3725(11.2) 

3827 

3351 (-12.5) 

3367 

3870 

2826 

3584 

3367(3.3) 

3261 (-13.7) 

3779(65.7) 

1696(8.6) 

1734 

1562H4.8) 

1549 

1760 

1304 

1691 

I549(-3.5) 

1606H2.2) 

1830(79.2) 

380(5.3) 

395 

361 (-20.0) 

345 

399 

289 

385 

345 (-6.3) 

368(-18.2) 

450(92.3) 

1090 

1114 


1107 

1145 

- 

_ 

_ 

-. 

_ 

0 86(21.1) 

87 

71 (-23.7) 

79 

90 

61 

91 

79(1.3) 

78 

- 


Foreign Trade March __ Cumulative for 1 

1996 1995-96 1994-95 1993-94 


Exports: Rs crore 12324 106465 (29.3» 82338 (18.4) 69547 (30.4) 

US $ inn 3496 31831 (21.4) 26223(18.3) 22173(20.4) 

Imports: Rs crore 13159 121647 (37.1> 88705(21.8) 72806(15.7) 

US $ inn 3413 36370(28.7) 28251(21.7) 23212(6.8) 

Non-POL US $mn 2631 29214(29.6) 22538(28.4) 17456(10.6) 

Balance of Trade: Rs crore -835 -15182 -6367 -3259 

US $ mn 82 -4539 -2028 -1039 


Cumulative for Fiscal Year So Far 
1993-94 1992-93 


53688(21.9) 44042 (35.3) 
18537(3.8) 17866 (-1.5) 

63375(32.4) 47851 (10.8) 
21882(12.7) 19411 (-19.4) 
15782(12.3) 14047 (-22.2) 


32553(17.6) 27681 (36.8) 
18143(9.1) 16626(19.0) 
43193(22.0) 35416(25.4) 
24073(13.2) 21272(9.1) 


18045 (3.1) 
-10640 
-5930 



May 24, 

May 26, Mar 29, 



Variation Over 

Foreign Exchange Reserves 
(excluding gold) 

1996 

1995 

1996 

Month 

Ago 

Year 

Ago 

Fiscal Year So Far 19^ 
1996-97 1995-96 

Rs crore 

59134 

63562 

60051 

-198 

-4428 

-917 -2466 -! 

US S mn 

17089 

20270 

17128 

-161 

-3181 

-39 -546 


17504 (6.2) 
-7735 
-4646 


1992-93 


n 

18402 

27430 52 

18 

5640 

8724 1 
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CeMMdity Conpeettlefinf _1985-56__ 1994- 95 199*44 _ 19 9243_ 1991-92 

| Imports and Exports RsCr US $ inn RsCr US$mn RsCr USSmn RsCr US$mn RsCr US $mn 


Imports 

Food and live animals 

chiefly for food 

2084(1.7) 

623 

4014(4 5) 

1285 

1651(2.3) 

526 

1911(3.0) 

660 

804(1.7) 

326 

Pulses 

631(0.5) 

189 

593(0 7) 

189 

567(0.8) 

181 

334(0.5) 

115 

255(0.5) 

104 

Cashewnuts 

749(06) 

224 

691(0 8) 

220 

483(0 7) 

154 

376(0.6) 

130 

267(06) 

108 

Sugar 

186(0.2) 

56 

2283(2 5) 

727 

fleg 

neg 

neg 

neg 

neg 

neg 

Crude materials, inedible oils I 

except fuels 

8031(6.6) 

2401 

6748(7.5) 

2149 

4273(5.8) 

1362 

4777(7.5) 

1649 

3268(6.8) 

1326 

Fertiliser crude 

500(0,4) 

149 

479(0.5) 

153 

388(0.5) 

124 

459(0.7) 

158 

455(1.0) 

185 

Metalliferous ores and metal scrap2627(2.2) 

786 

2349(2.6) 

748 

1411(1.9) 

450 

1922(3.0) 

664 

1175(2.5) 

477 

Mineral fuels, lubricants and | 

related materials 

28221(23.2) 

8438 

20837(25 2) 

6636 

19508(26.7) 

6219 

18525(29.2) 

6396 

14160(29.6) 

5744 

Petroleum, crude and 1 

products 

25211(20.7) 

7538 

18613(20 7) 

5928 

18045(24 7) 

5753 

17142(27 0) 

5919 

11123(27 4) 

5323 

Animal and vegetable oils, 1 

fats and waxes 

2186(1.8) 

654 

626(0.7) 

199 

168(0.2) 

54 

168(0.1) 

58 

249(0.5) 

101 

Chemicals and related products 

18442(15.2) 

5514 

13086(14 5) 

4168 

9317(12.7) 

2970 

8913(14.1) 

3077 

7526(15.7) 

3053 

Organic chemicals 

.5747(4.7) 

1718 

4339(4.8) 

1382 

2783(3.8) 

887 

1871(3.0) 

646 

1361(2.8) 

552 

Fertiliser manufactured 

4422(3.6) 

1322 

2399(2 7) 

764 

1983(2.7) 

632 

2023(3.2) 

698 

1591(3.3) 

645 

Manufactured goods classified 1 

chiefly by materials 

19361(15.9) 

5789 

1416.3(15 7) 

4511 

14619(20.0) 

4661 

12435(19.7) 

4300 

9191(19 2) 

1729 

Pearls, precious/semi- 1 

precious stones 

6972(5.7) 

2084 

5117(5 7) 

1630 

8294(11 3) 

2644 

7072(11.2) 

2442 

4825(10 1) 

1957 

Iron and steel 

4596(3 8) 

1374 

1197(3 8) 

1082 

2147< 1 2) 

748 

2060(3 3) 

711 

1741(3.6) 

706 

Non-ferrous metals 

3037(2 5) 

908 

2254(2 5) 

718 

1504(2 1) 

480 

1144(1 8) 

395 

839(1 8) 

140 

Capital goods 

27865(22 9) 

8331 

19989(22 2) 

6366 

166KX22 7) 

5101 

11123(20 7) 

4531 

104.12(21 8) 

4212 

Machinery except electrical 

and electronic 

13242(10.9) 

3959 

8565(9.5) 

2728 

5902(8.1) 

1882 

4786(7 6) 

1651 

3591(7 5) 

1458 

Transport equipment 

3619(3.0) 

1082 

1497(19) 

1114 

1981(5 4) 

1269 

1138(2 1) 

462 

915(1 9) 

37! 

Project goods 

7528(6.2) 

2251 

582(86 5) 

1854 

5062(6 9) 

1614 

3701(5 8) 

1278 

1625(7 6) 

1471 

Others 

15456(12.7) 

4621 

10488(11 7) 

3340 

6914(9.5) 

2211 

1503(5 5) 

1209 

2220(4 6) 

900 

Total 121647(100.0) 

36370 

89971(100 0) 

28654 

i 

C 

23306 

61175(100 0) 

21882 

478S1(K)0 0) 

19411 

Exports 

Food and live animals chiefly 

for food 

18343(17.2) 

5484 

12016(14 6) 

3831 

10851(15 6) 

1459 

8084(15 1) 

2791 

6861(15 6) 

2781 

Cashewnut 

1231(1.2) 

368 

1245(1 5) 

397 

1045(1 S) 

131 

745( 1 4) 

257 

672(1.5) 

272 

Oil-meals 

2351(2.2) 

703 

1798(2.2) 

573 

2324(3.3) 

741 

1545(2 9) 

513 

921(2 1) 

374 

Marine products 

3384(3.2) 

1012 

3337(4 0) 

1063 

2552(3 7) 

814 

1741(3 2) 

602 

1443(3 3) 

585 

Beverages, tobacco ami 1 

tobacco manufactures 

118(0.1) 

35 

117(0 1) 

37 

139(0 2) 

44 

160(0 3) 

55 

102(0.2) 

42 

Crude materials, inedible 1 

oils except fuels 

6624(6.2) 

1980 

4895(5 9) 

1559 

4901(7 0) 

1563 

2798(5 2) 

966 

3022(6 9) 

1226 

Iron ore 

1735(1.6) 

519 

1297(1.6) 

413 

1174(2 0) 

438 

1104(2 1) 

381 

1435(3 3) 

382 

Mineral fuels, lubricants and 1 

related materials 

1518(14) 

454 

1109(1.6) 

417 

1248(1 8) 

398 

1379(2 6) 

476 

1022(2 1) 

415 

Petroleum crude and products 

1518(14) 

454 

1109(1 6) 

417 

1248(1.8) 

398 

1 >79(2 6) 

476 

1022(2 3) 

415 

Animal and vegetable oils. 

waxes and fats 

798(0 7) 

239 

491(0 6) 

156 

357(0 S) 

114 

162(0 1) 

56 

169(0.4) 

69 

Chemicals and related products 

10210(9 6) 

3053 

8014(9 7) 

2559 

60(8X8.6) 

I9M 

4)98(7.8) 

1449 

4146(9 4) 

1682 

; Drugs, pharmaceuticals 

and fine chemicals 

3366(3.2) 

1006 

2512(10) 

800 

2010(2 9) 

641 

1533(2 9) 

529 

1550(3 5) 

629 

Dyes/intervnediates/coal tar 

chemicals 

16.31(1.5) 

488 

1506(1 8) 

480 

1151(1 7) 

167 

958(1 8) 

331 

781(1.8) 

317 

Plastic and linoleum products 

1946(1.8) 

582 

1502(1.8) 

478 

1053(1 5) 

136 

433(0.8) 

150 

276(06) 

112 

Manufactured goods classified 

chiefly by materials 

56269(52.9) 

16823 

46185(55 9) 

14709 

38223(54 8) 

I2IK6 

30752(57 3) 

10618 

23540(53.4) 

9549 

Leather manufactures 

2572(2 4) 

769 

2131(2 6) 

679 

1793(2 ft) 

572 

2512(47) 

867 

1985(4.5) 

805 

leather footwear 

1951(1 8) 

583 

1725(2 1) 

549 

1436(2 U 

458 

1188(2.2) 

410 

1143(2 6) 

464 

Gems and jewellery 

17645(16.6) 

5276 

14131(17 1) 

4500 

12512(18 0) 

3995 

8897(16.6) 

3072 

6750(16 1) 

2738 

Cotton yam/fabnes/ 

made ups. etc 

Manmade yam. fabrics, 

8645(8.1) 

2585 

7014(8 5) 

2234 

4821(6 9) 

1517 

3911(7.3) 

1350 

3203(7 3) 

1299 

madeups, etc 

2483(2 3) 

742 

1928(2.3) 

614 

1335(1.9) 

426 

1079(2.0) 

373 

821(1.9) 

333 

RMG cotton and accessories 

9475(8 9) 

2834 

7856(9.5) 

2502 

6171(8 9) 

1968 

5156(9.6) 

1780 

3754(8.5) 

1523 

Capital goods 

9105(86) 

2722 

7214(8 7) 

2298 

6166(8.8) 

1966 

4964(9.2) 

1714 

4054(9.2) 

1645 

Metal manufactures 

2812(2 6) 

841 

2217(2.7) 

706 

2080(3.0) 

663 

1622(3 0) 

560 

1194(2.7) 

484 

Machinery and instruments 

2841(2 7) 

849 

2282(2 8) 

727 

2004(2 9) 

639 

1569(2.9) 

542 

1433(3.3) 

582 

Transport equipment 

3104(2.9) 

928 

2422(2.9) 

771 

1857(2 7) 

592 

1546(2.9) 

534 

1224(2.8) 

4% 

Others 

3478(3.3) 

1040 

2392(2.9) 

762 

1866(2 7) 

595 

< 1192(1.1) 

412 

1125(2.6) 

457 

Electronic goods 

2174(2.0) 

650 

1294(1.6) 

412 

952(1 4) 

301 

615(1.1) 

212 

654(1.5) 

265 

Total 106465(1000) 

(Figures in brackets arc percentages to total) 

31831 

82673(100.0) 

26330 69749(100.0) 

22237 

53688(100.0) 

18537 44042(100.0) 

17865 


Notes: (i) Superscript numeral denotes month to which figure relates, e g, superscript 1 stands for May. (n) Figures in brackets are percentage variations 
over the period specified or ovei the comparable period of the previous year. 
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COMPANIES 


GOODYEAR INDIA 

Expansion Plans 

ONE of the oldest international tyre 
companies in India, Goodyear is a 60 per 
cent subsidiary of Goodyear Tyre and Rubber 
Company, US. Apart from automotive tyres, 
Goodyear produces flaps, automotive tubes, 
beltings and other rubber products. 

The company closed the financial year 
ended December 1995 with a sales turnover 
of Rs 402 crore, up from Rs 230 crore 
recorded in the previous year. Other income 
was down by 69 per cent. Total income 
moved up by amodest 36 percent. Interest costs 
spurted up by 22 per cent. Provision for 
depreciation moved up by 2 per cent while 
provision for tax was down by 25 per cent. 
The company ended up with a net profit of 
Rs 5 crore, down by 11 per cent from Rs 6 
crore recorded in the previous year. A divi¬ 
dend of 25 per cent has been recommended. 

The company reportedly has a market 
share of 10 per cent of the automotive tyre 
segment and the plan is to increase it to 17 
per cent in the near future. The company has 
decided to concentrate on eight key cities 
against the older nation- wide distribution 
policy which often led to a mismatch of 
orders and supplies resulting in supply 
shortages in some regions while some offices 
reported unsold stocks. The increasing raw 
material prices would affect the profitability 
of the company because of its inability to 
pass on these cost increases to the consum¬ 
ers. At the moment the company is focusing 
on the radial tyre sector the demand for 
which is expected to be on the rise in view 
of the large number of automobile 
manufacturers entering India. 

Hitherto confining itself to the automotive 
tyre segment, Goodyear has decided to enter 
the truck tyre segment. The company has 
entered into a joint venture with Ceat to set 
up South Asia Tyres (SATL) with an 
investment of Rs 500 crore, which is to be 
shared equally between the two companies. 
The plan is to manufacture steel radial 
passenger, light and medium truck tyres and 
bias earthmovers tyres. Fifty per cent of the 
production of the Goodyear brand from 
SATL will be marketed by Goodyear India. 
An additional Rs 350crore has been set aside 
for revamping its existing facilities and 
further expanding capacity in the proposed 
joint venture. The plant, to commence 
production in 1996, is targeted to achieve 
acapacityofhalfamillionin 1998. Goodyear 
is to launch six international brands in the 
country, the launch being a part of its plan 
to strengthen its product portfolio. The new 
tyres will cover most applications from world 


class steel belt passenger radial tyres for 
multi-utility vehicles and trucks. The tyres 
are to be manufactured at the company’s 
existing unit at Ballabgarh and at the SATL 
facility at Aurangabad. 

In keeping with the rest of the tyre industry, 
Goodyear is also layi ng emphasis on its non¬ 
tyre activity, though in terms of volumes of 
turnover the rubber products division is still 
contributing an insignificant amount to the 
company’s balance sheet. The division at the 
moment is concentrating on industrial 
belting, hose pipes, etc. At present no major 
investments are being proposed in the non¬ 
lyre activity. 

The parent company has identified India 
and China as the thrust areas for its future 
operations. Goodyear India was accredited 
with the ISO 9000 certification in 1994, the 
first tyre company m the country to receive 
the award. 

SURYA ROSHN1 

New Ventures 

Surya Roshni was set up in 1984 when 
Prakash Tubes diversified into the lighting 
products segment. The company has a market 
share of 25 per cent in the flourescent tubes 
segment, the highest in the industry, a 10 
per cent share in the GLS lamps segment 
and a 15 percent share in high power sodium 
vapour lamps (HPSVLs). It has a technical 
collaboration with GEC of UK for the 
manufacture of fluorescent tube lamps (FTL). 

The company closed the financial year 
ended March 1995 with a sales turnover of 
Rs 261 crore, up by 29 per cent over Rs 203 
crore recorded in the previous year. Other 
income rose by 46 per cent. Total income 
moved up by 32 per cent. Interest cost rose 
by 45 per cent. Provision for depreciation 
moved up by 18 per cent. Aided by a zero 
tax provision Surya Roshni ended up with 
a net profit of Rs 14 crore, up by 23 per cent 
from Rs 11 crore in the previous year. A 
dividend of 32 per cent has been recom¬ 
mended by the company. 

The improved performance has been due 
to an increase in efficiency and self- 
sufficiency attained in every rito material 
component through backward integration. 
These are glass shells, lead-in-wires, lead 
glass filaments and fluorescent powder. 

The lighting division achieved a growth 
of 19 per cent with turnover increasing to 
Rs 140 crore from Rs 118 crore for the year 
under review. A Rs 125 crore expansion- 
cum-diversification programme is being 
implemented at its factories at Kashipur and 
Malanpur in Uttar Pradesh. With the 
implementation programme, the production 
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of energy efficient products like halogen 
lamps and compact fluorescent lamps would 
increase. Besides it would also allow the 
manufacturing of critical components. The 
company's plant at Kashipur manufactures 
fluorescent lamps, HPSVLs, high-powered 
mercury vapour lamps (HPMVLs) and 
tubular lamp shells. The company’s other 
plantatMalanpursetupin 1992 manufactures 
GSL lamps, FTLs, and energy efficient auto 
halogen lamps. The company has begun 
computerising the operations of the Kashipur 
and Malanpur factories and the head office. 
It is expected that by mid-1996 the entire 
operations of the division will be 
computerised and put on-line. 

Turnover of the steel division stood at 
Rs 185 crore, a nse of 58 per cent, against 
Rs 117 crore last year. The steel division ex¬ 
panded its marketing network and there were 
consistent efforts at improvement in quality, 
proper distribution and advertisement. 

Surya Roshni is the largest exporter of 
slimline FTL’s to over 22 countries. Exports 
of the lighting division doubled to Rs 4 crore 
for the year under review. To provide a 
further boost to exports the company partici¬ 
pated in trade fairs in South Africa, Germany 
and Myanmar. According to company re¬ 
ports, export turnover is expected to be more 
than double during the current year. 

Surya Roshni is to set up a ceramic tiles 
project near Alibaug in Maharashtra. The 
company plans to launch new energy efficient 
lamps, namely, compact fluorescent lamps, 
dichoric lamps, auto halogen lamps and metal 
halide lamps to achieve a market share of 
25 per cent in this segment. Current plans 
also include an investment of Rs 112 crore 
in the projects of ribbon glass shell, tube 
drawings, GLS lamp cap, GLS filament and 
electrostatic coating machine. The company 
has set up a joint venture with Osram Gmbh 
under the name Osram Surya to manufacture 
energy efficient and latest innovative lamps. 
A compact fluorescent lamp project has been 
undertaken by the joint venture. 

E MERCK (INDIA) 

Restructuring Programme 

E Merck(I), a 51 per cent subsidiary of 
Merck, Germany, posted a net profit of Rs 
13 crore for the year ended December 1995, 
against Rs 9 crore achieved in 1994, 
notwithstanding a rise in tax provision from 
Rs 8 crore to Rs 10 crore and a provision 
of Rs 2crore towards the voluntary retirement 
scheme which bought down the number of 
employees from 1,848 to 1,795. Interest cost 
moved up by 15 per cent. Provision for 
depreciation moved up by 20 per cent to 
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The Week’s 


(Rs lakh) 


Financial Indicators 


Goodyear 

India 


Surya Roihni 


Dec Dec March March 

1995 1994 1995 1994 


E Merck 
JIndfeL 


Dec 

1995 


Dec 

1994 


(ncome/appropriations 

1 Net sales 40194 

2 Value of production 35441 

3 Other Income 78 

4 Total income 35519 

5 Raw materials/stores and 

spares consumed 24544 

6 Other manufacturing expenses 1741 

7 Remuneration to employees 2326 

8 Other expenses 4197 

9 Operating profit 2711 

10 Interest 1518 

11 Gross profit 1211 

12 Depreciation 326 

13 Profit before tax 885 

14 Tax provision 376 

15 Profit after tax 509 

16 Dividends 374 

17 Retained profit 135 

Liabilities/assets 

18 Paid-up capital 1497 

19 Reserves and surplus 4857 

20 Long-term loans 5329 

21 Short-term loans 1001 

22 Of which bank borrowings 0 

23 Gross fixed assets 12013 

24 Accumulated depreciation 6706 

25 Inventories 6026 

26 Total asseis/liabilities 24641 

Miscellaneous items 

27 Excise duty 8642 

28 Gross value added 5305 

29 Total foreign exchange income 872 

30 Total foreign exchange outgo 4176 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 163.1 

32 Sales to total net assets (%) 316.9 

33 Gross value added to 

gross fixed assets (%) 44.2 

34 Return on investment 

(gross profit to total assets) (%) 4.9 

35 Gross profit to sales 

(gross margin) (%) 3.0 

36 Operating profit to sales (%) 6.7 

37 Profit before tax to sales (%) 2.2 

38 Tax provision to 

profit before tax (%) 42.5 

39 Profit after tax to net worth 

(return on equity) (%) 8.0 

40 Dividend (%) 25.00 

41 Earning per share (Rs) 3.40 

42 Book value per share (Rs) 42.4 

43 P/E ratio (based on latest and 

corresponding last yeaiOs price) 42 6 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 83.9 

45 Short-term bank borrowings 

to inventories (%) 0.0 

46 Sundry creditors to 

sundry debtors (%) 95.8 

47 Total remuneration to employees 

to gross value added (%) 43.8 

48 Total remuneration to employees 

tn value of production (%) 6.6 

49 Gross fixed assets 

formation <%) 15.6 

50 Growth in inventories (%) 27.10 


29986 

26130 

20261 

17563 

14955 

25828 

27546 

20833 

17317 

15895 

248 

120 

82 

351 

381 

26076 

27666 

20915 

17668 

16276 

16134 

16783 

12355 

9556 

8671 

1502 

2251 

2391 

817 

716 

1926 

965 

733 

2104 

1949 

3887 

3345 

2188 

1763 

2150 

2627 

4322 

3248 

3428 

2790 

1244 

1997 

1378 

711 

619 

1384 

2343 

1940 

2764 

2149 

317 

974 

827 

348 

291 

1067 

1369 

1113 

2246 

1629 

498 

0 

0 

964 

757 

569 

1369 

1113 

1282 

872 

374 

404 

345 

371 

337 

195 

965 

768 

911 

535 

1497 

2018 

1102 

1686 

1686 

4799 

5681 

4982 

3309 

2344 

4142 

11773 

8520 

1797 

1915 

1000 

5093 

4098 

2183 

1816 

0 

5093 

4098 

2183 

1816 

10389 

18814 

15392 

6275 

5570 

6635 

4453 

3566 

2037 

1718 

4741 

6248 

4385 

4246 

4136 

19777 

26794 

20585 

11778 

10679 

8251 

3554 

1204 

64 

205 

4774 

5269 

4100 

5450 

4385 

1970 

399 

190 

943 

738 

2388 

1909 

1552 

2706 

2402 


151.6 

97.5 

98.4 

149.1 

140.0 

262.2 

106.4 

108.3 

195.7 

192.7 

46.0 

28.0 

26.6 

86.9 

78.7 

7.0 

8.7 

9.4 

23.5 

20.1 

4.6 

90 

9.6 

15.7 

14.4 

8.8 

16.5 

16.0 

19.5 

18.7 

3.6 

5.2 

5.5 

12.8 

10.9 

46.7 

0.0 

0.0 

42.9 

46.5 

9.0 

17.8 

18.3 

25.7 

21.6 

25.00 

32.00 

32.00 

22.00 

20.00 

3.80 

6.78 

10.10 

7.60 

5.17 

42.1 

38.2 

53.3 

29.6 

23.9 

16.4 

6.6 

10.1 

27.6 

34.8 

65.8 

152.9 

144.9 

36.0 

47.5 

0.0 

81.5 

93.5 

51.4 

43.9 

90.9 

33.4 

42.0 

66.6 

84.5 

40.3 

18.3 

17.9 

38.6 

44.4 

7.5 

3.5 

3.5 

12.1 

12.3 

_ 

25.5 


12.7 

_ 

- 

42.49 

- 

2.66 

- 


Rs 3 ODfeThecompany*^ 
up by 17 per centto Rs l7#e«QiirX dividend 
of 22 per cent has been recommended by 
the board of directors, compared to 20 per 
cent last year. 

Pharmaceuticals contributed around 69 
per cent to sales, reagents 15 per cent, the 
rest coming in from diagnostics and 
pigments. Exports during the year amounted 
to Rs 9 crore against Rs 7 crore achieved 
in the previous year. During the year, the 
company made attempts to consolidate the 
markets in east African countries, Burma 
and CIS countries. Exports to Sri Lanka and 
Nepal have been on an upward trend. 

The strong performance has been attributed 
to the restructuring programme undertaken 
by the company two years ago. Firstly, it 
sold off its unprofitable plant at Indore 
producing anti-malarial drugs to BDH 
Pharmaceuticals. Secondly, it implemented 
the voluntary retirement scheme thereby 
reducing its workforce from 2,004 in 1993 
to 1,848 in 1994 and 1,735 in the year under 
review. For the year under review, inspite 
of a 10 per cent rise in raw material costs, 
the company managed to post a higher 
operating profit margin as a result of a three- 
pronged strategy - revamping the market 
network, reducing inventories to manageable 
levels and a strict control on wages. 

E Merck manufactures pharmaceutical 
formulations, bulk drugs, laboratory 
chemicals, diagnostics and pigments. 
Formulations constitute the major chunk of 
the turnover and vitamins account for 75 per 
cent of the pharmaceuticals. The company 
produces vitamin categories A, B, B1, C, D, 
E, and K. Among the company's major 
competitors are Glaxo, Piramal Healthcare. 
Pfizer and Merind. E Merck is a leader in 
the vitamin E group category and commands 
a monopoly position with a nearly 80 per 
cent market share. The other best selling 
products are Polybion and Ncurobion. 

The company is planning to take up 
pigments manufacturing for automobile and 
cosmetics industries. At present the company 
sources a few crore worth of pigments from 
the parent company for trading operations. 
According to company sources only once 
the pigment turnover reaches a certain level 
will a decision be made in favour of a project 
to manufacture pigments which may take 
about two more years. The company may 
perhaps tie up with cosmetic companies and 
automobile companies who are the major 
consumers of such pigments. The parent 
company, though in the business of chemicals 
and pharmaceuticals, has greater interests in 
chemicals while most of its subsidiaries 
specialise in pharmaceuticals. In keeping 
with the nature of the parent company, the 
company reportedly plans to become a strong 
player in the pigments segment and plans 
to gi vea push to its chemical reagent business. 
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money market review 


EPW Research Foundation 


Easy Liquidity, Dear Money 

Despite easing of liquidity atid decline of the annual inflation rate, 
interest rates , particularly long-term ones , continue to he high , 
reflecting that the easing of liquidity is essentially a short-term 
phenomenon with no improvement in overall financial saving and, 
second[ that the market expects large borrowing by the government to 
continue to crowd out the credit requirements of the commercial sector. 

I lending rates remain above 20 per cent 

1996-97: A Stable Start? for most borrowers. While the effective 

yield rates of public sector bonds are around 
DESPITE the political uncertainty in May, 18-18.5 per cent, those of the private sector 
the financial markets generally remained are above 22 per cent. The inter-corporate 
stable, influenced as they were by the deposit (1CD) rates continue to be around 
prevailing abundance of liquidity. The size 24 per cent. It is reported that the incentives 
of accruals of deposit resources with the offered by the non-banking financial compa- 
banking system, in the recent period, when mes (NBFCs) and the corporates for bulk 
corrections to the preceding year-end bulge deposits are around 8-10 per cent over and 
should be taking place, has been above the interest rate cap of 15 per cent, 
unprecedented; this has occurred in the wake Thus, against a realistic long-term interest 
of an equally unprecedented slashing of rate of less than 5 per cent in real terms as 
reserve requirements which the earlier obtaining in many fast-growing economies 
stringency in the liquidity situation as also in developed countries, in India it 
warranted, as also sizeable increases in the has tended to surpass even 15 percent. Such 
government's monetised deficit. The high rates are clearly unsustainable and 
expansion of Rs 16,877 crore (4 per cent) growth-retarding, which has made the RBI 
in aggregate bank deposits between March governor warn in these words; ‘The present 
15 and May 10,1996 against Rs 7,963 crore structure of interest rates has already reached 
(2.2 per cent) in the comparable period last levels where further increases in the real 
year or that of Rs 2,177 crore (0.5 per cent) rates of interest would only jeopardise the 
between March 29 and May 10,1996 in con- economy.” But, it is a moot point if such 
trast to an absolute fall of Rs 12,198 crore warnings will have any impact when the 
(•3.2 per cent) in the corresponding period underlying fundamentals suggest high rates 
of 1995-96 has had no historic parallels. On of interest and the RBI's own preference is 
the other hand, the non-food credit expansion for market-related rates of interest, 
during the past two months (Rs 4,939 crore) The Achilles’ heel of the financial system 
has been somewhat less than that during the in the coming months would be the demands 
corresponding two months last year (Rs 5,795 emanating from the fiscal side. The interim 
crore). Instead, despite the lower statutory budget had placed market borrowings at 
liquidity requirements, banks have perforce Rs 33,419 crore (or net at Rs 25,498 crore), 
preferred to invest in more government of which about Rs 7.500 crore have already 
securities; Rs 3,360 crore this year so far as been achieved. In the year 1995-96, of the 
compared with Rs 1,585 crore in the total gross borrowings of Rs 40,509 crore, 
corresponding period of 1995-96 (Table I). as much as Rs 12,655 crore (above 31 per 
Nevertheless, despite the easing of the cent), was subscribed to by the RBI. Such 
funds position and deceleration in the annual market borrowings through monetised deficit 
inflation rate, interest rates particularly the spending in yet another year would be 
long-term ones, remained perched at high suicidal. The government was enticed to 
levels which is reflective of two factors: first resort to such high levels of market borrow- 
the easing of liquidity is essentially a short- ings (Rs4,821 crore in 1992-93 and Rs 30,065 
term phenomenon with no signs of crore in 1993-94) because of large foreign 
improvement in overall financial savings exchange accruals for sometime in 1993-94 
and, second, the market expectation that the and 1994-95-an indirect method of un¬ 
heavy borrowing programme of the healthy foreign funding of government deficit, 
government would continue to crowd out As it is, since April 19, 1996, the resort 
commercial sector credit requirements. The to ad hoes has persistently stayed above the 
availability of sovereign instruments as Rs 9,000 crore limit and in 1996-97 so far 
investment outlets for banks combined with (till May 17) ad hoc TBs have risen by a 
capital adequacy norms, has made banks phenomenal Rs 17,800 crore as against only 
continue to charge high rates of interest to Rs il 2,885 crore during the corresponding 
their borrowers. As a result, the banks' period of the previous year. As a result, the 


rise in net RBI credit to the centre has been 
high at Rs 15,978 crore as on May 17. This 
is in turn reflected in sizeable currency 
expansion and consequently money supply 
growth, M3 rising by a whopping Rs 16,978 
crore in 1996-97 (till May 10) so far against 
a meagre rise of Rs 1,817 crore in the 
comparable period of 1995-96. 

II 

Money and 

Foreign Exchange Markets 

Call Money Market 

The improvement in short-term liquidity 
position was reflected in remarkable stability 
in call rates which moved in a narrow range 
of 10-11.25 per cent throughout the month 
of May (Table 2 and Graph A). Despite the 
outflow of a major chunk ofliquidity by way 
of around Rs 2,400 crore for state loans and 
Rs 1,300 crore for central government 
borrowing, as also over Rs 1,800 crore as 
subscription to treasury bills (TBs), the call 
rates did not display marked fluctuations as 
experienced in the second half of 1995-96, 
mainly because of adequate infusion of direct 
and secondary liquidity arising out of 
reductions in CRR in October-November 

1995 (Rs 5,000 crore) and in April-May 

1996 (Rs 3,800 crorc). There was an 
additional inflow of about Rs 1,056 crore 
by way of interest paid to banks in May. 

With call rales mostly hovenng around 11 
per cent, the traders indulged in arbitraging 
between call money and shorter-term 
maturities, mostly 91 -day TBs. Banks were 
mostly borrowing in the call money market 


Table 1. A Few Macro-Financial Indicators: 
Variations 

( Rupees. crore ) 


Item 

1996-97 
May 10. 
1996 
Over 

March 15. 
1996 

1995-96 
May 12, 
1995 
Over 

March 17, 
1995 

M, 

29908 

20878 

Reserve money 

8932 

10710 

Currency in circulation 

9012 

9115 

Net RBI credit to the 
centre 

14530 

10999 

RBI credit to banks 

-6701 

-682 

Other deposits with 
the RBI 

211 

2913 

Scheduled commercial banks 


Aggregate deposits 

16877 

7963 

Banks credit (non-food) 

4939 

5795 

Investment in govt 
securities 

3360 

1585 

Foreign exchange reserves 


(excluding gold) * 

-39 

-546 


* In US $ million and data are for May 24 over 
March 29.1996 in respect of 1996-97 and May 
26 over March 31, 1995 for 1995-96. 
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Graph A: Daily Top-End Quotations qp Call Money Rates, 
April 1996 to May 1996 



Graph B: Spot Quotations maim US Ocular in the Domestic 
Inter-Bank Market 



to purchase 91-day TBs in the primary as 
well as secondary markets where the yields 
of such bills far exceeded 12.25 per cent. 
Such arbitrage operations also fortified 
banks* attempt to build expertise in treasury 
operations. 

Owing to the constant demand pressure 
on call money because of the aforesaid 
treasury operations, the call rates could not 
fall to single-digit levels which was a 
prominent phenomenon in the second half 
of 1994-95 when there was abundance of 
liquidity due to inflow of foreign exchange. 
Besides, the present export refinance rate of 
II per cent has emerged as a kind of 
benchmark rate for the banks as whenever 
call rates fall below 11 per cent, banks rush 
to borrow funds in order to repay the export 
refinance availed of from the RBI. It needs 
to be pointed out that following the revision 
in export credit refinance methodology as 
per the monetary policy announced by the 
RBI on April 3, banks will be provided 
export credit refinance to the extent of 45 


per cent of total outstanding export credit 
available for refinance (rupee credit and 
PSCFC taken together) as on February 16, 
1996. As a result, this measure initially 
reduced the banks' total export credit 
refinance limits by about Rs 1,200 crore. 
Further, the fear of default on daily 
maintenance of 85 per cent of CRR prevented 
the slackening of demand for call money. 
As a result, call rates did not show any 


tendency to dip to single-digit levels. The 
relative stability in the call rates in May was 
reflected in the lowest coefficient of variation 
in several months (Table 3). 

Foreign Exchange Market 

The inter-bank forex market witnessed 
hectic trading activity and volatility in the 
exchange rate as the market reacted to 
uncertainty in the political scene. As the 


Table 3: Daily Quotations of Highs and Lows of Call Rates: 

Simple Statistical Characteristics 

{Per cent per annum ) 



All Five 
Weeks 
of the 
Month 

May 1996 

Week Ended 



All Four 
Weeks 


April 1996 

Week Ended 


31 24<RF) 17 

10(RF) 03* 

or inc 

Month 26(RF) 

19* I2(RF) 05* 

Mean 

10.14 

11.01 9.23 10.95 

8.92 

10.96 

9.99 

8.90 

10.50 9.00 13.33 

Standard 

deviation 

2.80 

0.20 3.86 0.22 

4.09 

0.47 

3.54 

3.90 

1.02 3.89 2.21 

Coefficient of 

variation 

27.60 

1.82 41.82 2.01 

45.88 

4.29 

35.42 

43.84 

9.71 43.22 16.58 


* Friday being holiday, Thursday data. 


Table 2: Call Money Rates 


(Per cent per annum) 





Mav 1996 




_AnriLlSSfi_ 


Items 

31 

24(RF) 

17 

KXRF) 

3** 

26(RF) 

19 •• 

I2(RF) 

5** 

Weekly range 

10.80-11.25 

0.25-11.25 

10.65-11.25 

0.25-11.25 

10.25-11.25 

0.25-11.25 

8.00-12.00 

0.50-11.50 

10.00-20.00 

(10.50-16.00) (2.00-22.00) 

(15.50-19.50) (1 

1.50-19.00) 

(8.50-12.00) 

(1.00-10.50) (7.50-14.50) (8.00-18.00) 

(10.00-19.00) 

Week-end (Friday) 
Weekly weighted 

10.90-11.00 

0.25-0.50 

10.75-11.25 

0.25-0.50 

10.50-11.25 

0.25-0.50 

8.00-10.00 

0.50-1.00 

10.00-13.00 

average * 

DFHI lending 

na 

10.86 

10.90 

10.83 

10.84 

10.36 

10.49 

10.63 

14.56 

rales (range) 

na 

na’ 

IO.BO-II.25 

0.50-11.23 

10.75-11.25 

0.50-11.75 

9.50-12.00 

2.00-11.50 

10.75-18.00 


* Weighted average of borrowing tame icponod to the RBI by selected banks and DFHI, weights being proportional to amounts borrowed. 

M Friday being holiday, Thursday data. 

Figures in the parentheses represent weekly range during similar period last year. 
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Graph C YietJ&€uMim 364 -Day Tmmwiy Buis awd Dated 
Sbcuutos - WmmD Avhwoe rat May 1996 



Graph D: Yield Curve roaGOI SecoumBr Day ofMaxaojm 
Transaction (May 2ft,1996) During the Last Week of May 1996 



Period to Matunty in Ascending Order 


pressure mounted on the exchange front, the 
spot rate breached the psychological barrier 
of Rs 35 per US dollar almost regularly and 
the forward rate threatened to depreciate 
steeply but was salvaged by the timely 
intervention by the RBI (Graph B). 

After remaining confined to the rate below 
ceiling of Rs 34.75 till May 8, the rupee rate 
made a sharp intra-day depreciation of 1.4 
per cent and pierced for the first time after 


almost three months the RBI's implicit 
holding rate ot Rs 35 to touch Rs 35.20 on 
May 9. Thereafter, the dollar stayed firm 
above Rs 35 until May 15. As the forex 
market turned sentiment-driven following 
political uncertainty, importers rushed to 
book dollars, both spot and forward, to hedge 
against further depreciation. The situation 
was further aggravated when foreign banks 
came ahead of corporates by taking long 

Table 4: Auctions of 91 -Day Treasury Bills 


positions as those banks felt threatened by 
the reported enquiries by NRIs to withdraw 
FCNR deposits. Almost simultaneous was 
the reduced dollar supply as Fils not only 
stepped up their sales but also slowed down 
their investments. On May 15. the rupee 
recovered some lost ground as it appreciated 
to close at Rs 34.75 following the news of 
the BJP forming the government at the 
centre. But it fell precipitously to Rs 35.40 

(Amount in rupees, cron) 


Date of 
Auction 


Notified 

Amount 

(Rupees) 


Bids Tendered 


No 


Face Value 
(Amount) 


Bids Accented_Subscription 


No Face Value Devolved on 

(Amount) RBI (Amount) (Rupees) 


Cut-off Cut-off 
Price Yield Rate 
(Per Cent) 


Amount Outstanding (Rupees)* 


Total With RBI Outside RBI 


1995 


May 5 

250.00 

18 

229.00 

14 

73.00 

0.00 

97.10 

11.95 

900.00 

0.00 

900.00 



(3) 

(300) 

(3) 

(177) 







May 12 

500.00 

14 

166.00 

4 

16.00 

0.00 

97.07 

12.07 

1350.00 

0.00 

1350.00 



(4) 

(500) 

(4) 

(484) 







May 19 

500.00 

9 

21.00 

1 

10.00 

305.00 

97.07 

12.07 

1800.00 

305 00 

1495.00 



(6) 

(185) 

(6) 

(185) 







May 26 

500 00 

10 

16.00 

3 

4.00 

0.00 

97.07 

12.07 

2250.00 

305 00 

1945.00 



(5) 

(690) 

(5) 

(496) 







June 2 

500.00 

7 

10.00 

1 

1.00 

0.00 

97.01 

12.33 

2700.00 

305 00 

2395.00 



(6) 

(780) 

(6) 

(499) 







1996 












May 3 

500.00 

51 

741.95 

35 

480.33 

0.00 

96.99 

12.41 

6500.00 

2090.00 

4410.00 



(2) 

(25.40) 

(2) 

(19.67) 







May 10 

500.00 

48 

855.35 

31 

433.06 

0.00 

97.00 

12.37 

6500.00 

1795.00 

4705.00 



(1) 

(150) 

(1) 

(66.94) 







May 17 

500.00 

35 

431.00 

27 

284.48 

0.00 

97.00 

12.37 

6500.00 

1409 00 

5091.00 



(3) 

(250) 

(3) 

(215.52) 







May 24 

500.00 

20 

344.50 

13 

186.83 

0.00 

97.00 

12.37 

6500.00 

1048.00 

5452.00 



(3) 

(400) 

(3) 

(313.17) 







May 31 

500.00 

19 

298.65 

17 

258.55 

56.44 

96.99 

12.41 

6500.00 

678.00 

5822.00 



(2) 

(180) 

(2) 

(180) 

[4.911 







Figures in parentheses represent numbers and amounts of non-competitive bids which are not included in the total. 
Figure in square brackets represents subscription amount by primary dealers, exclusive of RBI. 

* Outstanding amounts are estimated for last few weeks of May 1996. 
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5 

on May 17 when SB1 entered to make 
bulk purchases of dollars. Thereafter, a 
persistent intra-day trading cycle has been 
observed to the month-end whereby the 
rupee depreciated below Rs 35 until mid¬ 
day followed by some recovery towards 
dosing hours as a result of increased 
offerings from exporters and support from 
RBI. 

Political uncertainty also took a heavy toll 
on the forward exchange rate. The six-month 
forward premia (annualised) which had come 
down to 13.81 per cent during end-April shot 
up once again to 15.12 per cent on May 8 
and further to 16.73 per cent on May 10. 
Thereafter, the forward premia continued to 
hover around 15.50-16.00 per cent till May 
20. The premia rate increased further to 
17.26 percent on May21 and I7.33percent 
on May 22. During the intra-day trading of 
May 23, the forward premia skyrocketed to 
20 per cent but was douched by the timely 
intervention by the RBI, which rolled over 
forward dollar worth of $50 million for 
December 1996. As the intervention by the 
RBI became more active, forward premia 
gradually fell to 14.48 per cent on May 27 
or to 14.60 per cent on May 31. 

The RBI indicated that banks' aggregate 
gap limit and cross-currency position to be 
initiated overseas should not exceed the 
overnight open position limits approved by 
the RBI. Further, in a move to liberalise 
borrowings abroad, the government has cut 
short the external commercial borrowings 
(ECBs) average life from seven years to five 
years for the telecom and infrastructure 
sectors. This measure is likely to provide 
greater accessibility to foreign funds at lower 
interest rates. 
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Primary Market 

Dated Securities 

After the conversion of the 12.75 per cent 
stock which matured in April into a 13.5 per 
cent two-year stock, the month of May 
witnessed the first tranche of slate 
governments' loan and the second tranche 
of central government loan to meet the 
medium-term debt mobilisation target. On 
May 16. subscriptions opened for the first 
tranche of the 13.85 per cent 10-year State 
Development Loan, 2006 of 25 state 
governments for a notified amount of 
Rs 1,500 crore. Due to apprehension 
regarding the success of this issue, apart 
from the instrument of moral suasion from 
the RBI, the concerned state governments 
also brought in pressure on the regional 
banks to buy this loan. The issue received 
subscriptions worth Rs 2390.39 crore, 
thereby being oversubscribed by nearly 60 
per cent mainly on account of provident 
funds and insurance companies, although 
the biggest buyer was the State Bank of 


India The largest quantum of borriwlag 
was by West Bengal (Rs 200 crore) while 
the lowest was by Arunachal Pradesh 
(Rs 4.88 crore). However, the 15 basis points 
reduction in the coupon rate of the 10-year 
paper-from 14 per cent to 13.85 per 
cent-which is still quite high given the 
annual inflation rate of around 4.2-4.4 per 
cent, hardly reflects an end to the era of high 
long-term rates of interest; this is also despite 
the easing of liquidity in the banking system. 

After a long gap of nearly eight months, 
on May 24, the RBI auctioned a 5-year 
Government of India paper without a pre¬ 
fixed coupon rate. For the notified amount 
of Rs 2.000 crore, 147 bids for Rs 1947.44 
crore were received. Of these, 106 bids for 
Rs 1,341.19 crore at the cut-off yield of 
13.75 per cent and below were accepted, 
leading to a 32 per cent or Rs 658.81 crore 
dcvolvement on the RBI (Rs 632.46 crore) 
and the primary dealers (i.e the DFHI and 
the STCI. Rs 26.35 crore). The coupon rate 
was in keeping with the primary yield curve - 
the rate on 91-day TBs being around 12.40 
per cent, on 364-day TBs 12.90 per cent and 
13.85 per cent for 10-year stale loan. In the 
secondary market for dated government 
securities, the closest paper was 13.80 per 
cent 2002 which was traded at a yield of 
13.75 per cent. It is reported that the auction 
was likely to have been fully subscribed if 
the RBI had offered the yield in excess of 
13.8 per cent as the bid amount constituted 
almost 97 per cent of the notified amount. 
Though the issue was on an auction basis, 
the RBI chose to moderate the coupon rate 
and thus curb the market proclivity to inflate 
the yield expectations. The compulsion on 
the part of the RBI was obvious, to scale 
down the mounting interest payment burden 
on the central (and state) government as well 
as to initiate a downward trend in the extant 
usurious interest rate structure. 

The second auction of dated security 
followed soon after the first auction was 
concluded. To be held on June 6, this time 
the government sought to raise Rs 2,000 
crore through a three-year paper. While over 
79 per cent of the stock was subscribed by 
the market, it was at a higher yield, the 
coupon rate on the paper being fixed at 13.70 
per cent for three years. Of the balance, the 
primary dealers (PDs) obtained Rs 20.86 
crore while Rs 396.27 crore devolved on the 


Table 5: Auctions of 364- Day Treasury Bills 

(Amount in rupees . crore) 


Date of 

Bids Tendered 

Bids Accepted 

Cut-off 

Cut-off 

Auction 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

Price 

(Rupees) 

Yield Rate 
(Per Cent) 

1995 

May 10 

20 

140.00 

16 

101.00 

88.89 

12.50 

May 24 

12 

41 00 

5 

11.50 

88.87 

12.52 

1996 

May 8 

37 

337 93 

12 

91.30 

88.54 

12.94 

May 22 

24 

229.24 

16 

129 24 

88.54 

12.94 


CSaw E: Mqotnly YTMs for Traded 91-Day TBs and 10, Year GO! 
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already raised a Mai of about Rs 7,500crore 
(including those through short-term paper) 
out of the gross borrowing programme of 
Rs 33,419 crore. Given the high borrowing 
requirement, the market expects one tranche 
of approximately Rs 2,000 crore on an 
average every fortnight from the government. 

Effective from June 1, PNB Gilts, SB1 
Gilts, Gilts Securities Trading Corporation 
Limited and 1-Sec have been approved by the 
RBI to act as PDs in the government 
securities market, taking their number to six. 

91-Day Treasury Bills 

In 1996-97 so far, the investors' response 
to 91 -day TBs has been overwhelming, with 
the improvement in such response in April 
continuing in May. This also reflected 
escalated demand for short-dated bills, by 
foreign and private banks who did not have 
such short-dated bills in their portfolios and 
general proclivity of investors to ride the 
short-end of the yield curve as the investment 
climate was shrouded with uncertainties; as 
indicated earlier, this also refuted arbitraging 
opportunities due to low level of call money 
rates. In the five auctions held in May, only 
the last one on May 31 devolved on the RBI 
and the PDs. The RBI has sought to reduce 
the cut-off yield in successive auctions since 
April as it was forced to initiate a low interest 
rate regime; the yield came down from 12.97 
per cent in the first auction of April to settie 
at 12.37 per cent in the fourth auction of 
May - a fall of 60 basis points. However, 
in the last auction on May 31, which saw 
Rs 56.43 crore and Rs 4.91 crore devolving 
on the RBI and PDs respectively, the yield 
went up by 4 basis points to 12.41 per cent 
(Tabic 4). 

364-Day Treasury Bills 

The decline in yields was visible in the 
364-day TB segment as well. Although lower 
than that in April, the RBI received 61 bids 
worth Rs 567.17 crore in the two auctions 
of 364-day TBs held in May, but accepted 
only 28 bids worth Rs 220.54 crore. In an 
attempt to reduce the yield on this paper too, 
the cut-off price was kept higher at Rs 88.54 
on both the auctions of May 8 and May 22, 
which saw the yield fall to 12.94 per cent 
as against 12.99 per cent in the last auction 
of April (Table 5). 

IV 

Bond Market 

Several issuers of bonds, who have already 
been ratedfor their bonds or non-convertible 
debentures (NCDs) issues, adopted a wait- 
and-watch policy in May in order to 
comprehend the final outcome of the general 
elections. Contrary to the softening of call 
money rates, CPs and CDs, the coupon rates 
on bonds continued to persist at a high 
plateau. In fact, a virtual interest rate war 
led by NBFCs had broken out. Fbllowihg 


thefts 60 crore issue by OB Capital at very 
high rates of 21 per cent, the other issuers 
started revising upwards their expectations 
of long-term interest rates. Consequently, 
20th Century Finance offered an effective 
yield rate of 20.5 per cent (issue size Rs 175 
crore). Anagram Finance 20.08 per cent 
(Rs 50 crore), Kotak Mahindra 20 per cent 
(Rs 25 crore), Apple 18.81 per cent (Rs 50 
crore) and Pradeshiya Investment 
Corporation 18.49 per cent (Rs 50 crore). 

PSUs 

Among the public sector bonds, the MTNL 
issue of Rs 200 crore, carrying an effective 
yield of 18.57 per cent, met with stupendous 
success and garnered around Rs 1,000 crore 


as it was the only issue in the market with 
a government guarantee. Currently, 
Karnataka State Electricity Board paid an 
annual yield of 18.22 per cent for its Rs 150- 
crore issue. After the debacle of its earlier 
issue, IRFCs latest issue carried a higher 
yield of 17.11 per cent. 

Financial Institutions (FIs) 

The coming months are expected to see 
a string of bond issues by FIs. The four 
major FIs, i e, IDBI, ICICI, IFCI and SC1C1, 
have an annual fund mobilisation target of 
Rs 25,000 crore, both in domestic as well 
as foreign markets which would exert 
additional pressure on the interest rate 
structure during 1996-97. 


Tabi e 6 Operations of National Stock Exchange (NSE) During May 1996 

(Amount in rupees, crore ) 

Descriptors 

Actual Traded Amount: Week Ending May 

Total During May 

31 

24 

17 

10 3 

Order 

Value 

Actual 

Traded 

Amount 

l Treasury Bills 







(i) 91-day bills 

12.74 

111 35 

138.00 

115.52 47 00 

800.00 

424.61 

(n) 364-day bills 

10.00 

11.50 

20.00 

10.83 

173.94 

52.33 

Sub-total Traded value 

22.74 

122.85 

158 00 

126.35 47 00 

973.94 

476.94 

2 Dated Securities 







A GOI Securities 







(i) Converted 

1.49 

96 80 

26.70 

100.70 25.00 

494.00 

250.69 

(li) Regular 

17.52 

38.55 

36 35 

37 00 5.29 

296 57 

134.71 

(iii) Zero Coupon 

- 

12.00 

14(H) 

1000 

77 14 

36.00 

(tv) Floating Rale Stocks 

0 08 

10.00 

- 

20.00 

60 (K) 

30 08 

(v) GCB 

- 

- 

- 

200 

10 16 

2.00 

(vi) Repo 

- 

5.00 

- 

_ 

54.00 

5.00 

B State Govts Stocks 

9.94 

0.35 

0.23 

10.18 

41 39 

20.70 

Sub-totulTraded value 

29 03 

162 70 

77.28 

179 88 30 29 

1033 26 

479.18 

3 PSU Bonds 







(i) Tax free 

3.00 

4.41 

0 24 

0 56 

16.82 

8.21 

(ii) Taxable 

- 

18.34 

50 00 

17 02 

170 72 

85.36 

Sub-total .Traded value 

3.00 

22 75 

50 24 

17 58 0 00 

187.54 

93.57 

4 Commercial Papers 

- 

15 00 

0.20 

- 

30.00 

15.20 

5 Certificates of Deposits 

11.00 

4 35 

10.00 

2.60 0.50 

55 90 

28.45 

6 Debentures 

1.77 

0.55 

0.55 

0.42 0.12 

2.00 

3 41 

7 Floating Rate Bonds 

9.40 

- 

0.20 

0.10 

20.40 

9. V0 

8 IB+ID 

12.00 

15.00 

0.15 

1.00 1.80 

92.40 

29.95 

Grand total (volume) 

88.94 

343.20 

296.62 

327 93 79 7! 

2395 44 

1136.40 

IB Institutional Bonds ID Non-SLR Institutional Bonds GCB Government Compensation Bonds 

(-) No trading 








Table 7: Yield Gap (Months Average 1995-96) 



Month 


Short Term * 


Long Term * 


Yield 



(91-Day) 


(10-Year 


Gap 





Securities) 



May 1995 


10.77 


13 65 


2.88 

June 1995 


12.03 


13 82 


1.79 

July 1995 


14.68 


13.94 


-0.74 

August 1995 


12.27 


13.88 


1.61 

September 1995 


12.48 


13.81 


1.33 

October 199$ 


12.91 


13 78 


0.87 

November 1995 


13.29 


13.74 


045 

December 1995 


13.13 


13.99 


0.86 

January 1996 


11.83 


1396 


2 13 

February 1996 


12.76 


1392 


1.16 

March 1996 


13.47 


1390 


043 

April 1996 


13.27 


13.94 


0.67 

May 1996 


10.74 


13.77 


3.03 


* Weighted average YTMs of traded 91-day TBs and 10-year GOI Securities (As per RBI’s SGL 
Transactions) 


lime 9,1996 
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(Amount in np**$, cron) 

Descriptions Week Ending May >996. Yield to Maturity on Actual Trading Total for the Month 

_ 21 _24_LZ_10_2_ of May 1996 

Aim YTM Amt YTM Amt YTM CY Amt YTM CY Amt YTM Amt YTM CY 

I Treasury Bills (TBs) 


A 91-Day Bills 
i) May 4,1996 


ii) 

May 11,1996 

- 

- 

- 

iii) 

May 20,1996 

- 

- 

40.00 

iv) 

May 25,1996 

- 


106.50 

v) 

Jun 1,1996 

114.00 

10.00 

5.50 

vi) 

Jun 8,1996 

124.65 

9.15 

5.00 

via) 

Jun 13,1996 

- 

- 

35.00 

viii) Jun 22,1996 

- 

- 

10.00 

ix) 

Jun 29,1996 

- 

- 

- 

x) 

Jul 6,1996 

27.10 

11.87 

30.00 

XI) 

Jul 13,1996 

5.00 

12.27 

21.03 

xii) 

Jul 20,1996 

12.00 

12.12107.19 

xiii) Jul 27.1996 

30.00 

12.22 

30.25 

XIV) 

Aug 3,1996 

67.75 

12.24 

16.28 

XV) 

Aug 10,1996 

5.90 

12.27 

7.61 

xvi) Aug 17. 1996 . 

1.66 

12.27 

12.93 

xvii) Aug 24, 19% 

29.57 

12.27 

- 


Sub-total 

417.64 

10.68427.29 

364-Day Bills 




i) 

May 10,1996 

- 

- 

- 

ii) 

May 24,1996 

- 

- 

- 

iii) 

Jul 19,1996 

- 

- 

10.00 

iv) 

Aug 2.1996 

23.00 

12.71 

14.17 

v) 

Aug 30,1996 

- 

- 

- 

vi) 

Apr 11.1997 

- 

- 

10.00 


Sub-total 

23.00 

12.71 

34.17 

GOI Dated Securities 




Converted (Per Cent: Year) 



i) 

13.50, 1998 

10.15 

13.23 

30.52 

ii) 

12.00, 1999 

- 

- 

0.22 

iii) 

11.75.2001 

- 

- 

0.30 

iv) 

12.50, 2004 

11.57 

13.92258.25 


Sub-total 

21.72 

13.60289.28 

Regular (Per Cent: Year) 



i) 

10.50, 1996 

- 

- 

10.00 

ii) 

13.50. 1997 

72.26 

12.71 

32.76 

iii) 

12.30. 1998 

- 

- 

- 

iv) 

13.65, 1998 

- 

- 

0.28 

v) 

14.26, 1999 

- 

- 

11.00 

vi) 

13.25.2000 

5.00 

13.58 

- 

VII) 

13.85,2000 

- 

- 

5.00 

viii) 

11.00, 2002 

101.00 

13.80 

5.63 

ix) 

13.80, 2002 

. 

- 


x) 

14 00, 2005 

0.80 

13.50 


xi) 

14.00. 2005 (Inst) 

- 

- 


xii) 

14.00. 2006 

1.50 

13.75 

0.05 

xiii) 

12.50,2007 

2.99 

13.99 


xiv) 

9.50, 2008 

- 

- 


XV) 

10.80, 2008 

10.00 

14.12 


xvi) 

11.50.2009 

2.60 

14.10 


xvii) 11.30.2010 

1.53 

13.87 


xviii) 10.50. 2014 

- 

- 



Sub-total 

197.67 

13.42 

64.72 


(A+B)* 

219.39 

13.44 354 00 

' Zero Coupon (Per Cent: Year) 



i> 

0.00, 1999 

* 

- 

- 

ii) 

0.00, 2000 

- 

- 

18.00 


D RBI's Open Maifcec 


Operations (Per Cent: Year) - 


(A+B+C+D) 

219.39 

13.44372.00 

3 REPO 



(i) 91-Day T Bill 

5.00 

- 18.00 

(ii) 364-Day T Bill 

- 

- 10.00 

(iii) Govt Securities 

238.25 

-1119.00 

Sub-total 

243.25 

1147.00 

4 Stale Govt Securities 

31.14 

14.02 0.44 

Grand total 

934.41 

1980.89 


. 

- 

• 

20.00 

5.24 

10.87 

- 

- 

20.60 

8.85 

5.50 

79.00 

8.72 

4.00 

8.65 

8.68 

9.00 

8.97 

16.00 

9.99 

14.14 

28.00 

9.35 

16.96 

9.38 

11.06 

39.00 

9.44 

37.00 

10.57 

9.85 

26.00 

10.04 

18.00 

10.97 

- 

4.00 

10.47 

4.00 

12.12 

11.88 

10.05 

12.46 

- 

- 

11.99 

31.03 

12.02 

15.50 

12.15 

12.16 

42.75 

12.29 

5.42 

12.14 

12.55 

44.00 

12.13 

63.47 

12.22 

12.22 

118.45 

12.18 

55.15 

12.21 

12.26 

26.38 

12.25 

- 

- 

12.27 

- 

- 

- 

- 

10.22 

457.65 

10.98 

276.10 

10.80 


_ 


23.00 

10.49 

- 

6.00 

9.10 

1.66 

8.90 

11.99 

- 

. 

- 

- 

12.25 

33.77 

14.35 

1.38 

12.22 

12.81 

_ 

_ 



12 34 

39.77 

13.56 

26.04 

10.48 


13.24 

32.50 

13.17 

13.44 

38.75 

13.27 

13.44 

5.82 

13.42 

12.41 

13.00 

13.47 

13.85 

- 

- 

. 

- 

- 

13.99 246.05 

14.00 

13.45 

86.00 

13.95 

13.91 

284.37 

13.89 

13.43 

137.75 

13.71 

12.65 


_ 


_ 


12.74 

34.80 

12.68 

13.38 

42.25 

12.72 

- 

5.00 

12.99 

12.46 

- 

- 

12.57 

- 

- 

- 

5.00 

13.07 

13.79 

10.00 

13.88 

14.1! 

15.00 

13.85 

13.23 

10.00 

13.23 

13.57 


. 

13.84 

- 

. 

- 

- 

- 

- 

0.83 

13.79 

13.80 

20.00 

13.38 

. 

1.25 

13.70 

13.79 

0.50 

13.86 

13.73 

1.09 

13.80 

13.86 

- 

- 

- 

6.00 

14.03 

12.80 

- 

- 

- 

- 

- 

- 

5.00 

14.27 

13.04 

68.97 

13.12 

13.42 

87.75 

13.18 

13.75 353.34 

13.74 

13.42 

225.50 

13.50 


10.00 

13.67 


10.00 

13.71 

13.70 

4.00 

13.98 


4.00 

13.66 

13.75 367.34 

13.74 

12.91 

239.50 

13.51 

. 

* 

- 

- 

20.00 

. 

. 

- 

- 

. 

. 

- 

- 

53.30 

53.30 

- 

- 

690.00 

710.00 

- 

13.70 

918.06 

- 

- 

10.00 

1261.64 

13.56 



75.00 

10.49 

75.00 

10.49 



60.00 

7.77 

80.00 

7.14 



3.00 

9.57 

63.60 

10.16 





189,50 

6.90 





144.50 

9.89 





174.61 

9.35 





111.00 

10.33 





54.00 

10.31 





8.00 

11.29 



43.30 

11.77 

110.45 

11.89 



15.00 

12.28 

87.56 

12.09 



71.10 

12.63 

238.46 

12.32 



91.13 

12.08 

258.85 

12.19 



- 

- 

257.63 

12.20 



- 

- 

39.89 

12.25 



- 


14.59 

12.27 



- 

- 

29.57 

12.27 



358.53 

11.09 1937.20 

10.74 



34.00 

8.98 

57.00 

9.59 




- 

7.66 

9.05 




- 

10.00 

11.99 



20.29 

12.36 

92.61 

13.15 



4.00 

12.21 

4.00 

12.21 



2.00 

12.62 

12.00 

12.78 



60.29 

10.45 

183.27 

11.77 


13.45 

59.70 

13.40 

171.62 

13.29 

13.46 

12.43 

0.47 

13.48 

19.51 

13.45 

12.43 

- 

- 

- 

0.30 

13.85 

12.73 

13.42 

15.00 

14.11 

616.87 

13.99 

13.44 

13.33 

75.17 

13.54 

808.29 

13.83 

13.42 

_ 

10.00 

-19.79 

20.00 

-3.57 

10.39 

13.38 

81.75 

12.85 

263.83 

12.75 

13.39 

. 

10.00 

12.96 

15.00 

12.97 

12.47 

13.51 



5.28 

13.05 

13.50 

14.11 



36.00 

13.84 

14.11 

- 



5.00 

13.58 

13.38 

. 



15.00 

13.23 

13.57 

- 



106.63 

13.81 

12.38 

13.57 



20.83 

13.40 

13.58 

- 

1.10 

13.99 

1.90 

13.79 

13.85 

13.91 



1.75 

13.75 

13.83 

. 



2.64 

13.77 

13.84 

- 



2.99 

13.99 

13.62 

- 



6.00 

14.03 

12.80 

. 



10.00 

14.12 

13.34 

- 



2.60 

14.10 

13.58 

- 



1.53 

13.87 

13.45 

13.88 



5.00 

14.27 

13.88 

13.59 

102.85 

12.93 

521.96 

12.56 

13.11 

13.43 

178.02 

11.32 1330.25 

13.33 

13.30 




20.00 

13.69 



15.00 

14.01 

41.00 

13.84 


_ 

25.00 

13.80 

25.00 

13.80 

13.84 

12.65 218.02 

11.79 1416.25 

13.36 

12.74 


39.75 


82.75 



. 

. 

. 

10.0 



- 

86.25 

- 

2186.80 




126.00 


2279.55 



13.69 

0.12 

13.41 

41.69 

13.90 

13.64 


762.96 


5857.96 

- 

- 


(-) means no trading YTM * Yield to maturity in percentage per annum CY = Current yield in per cent per annum * Yield rates of these sub-group! 
of t-bills and dated securities have been used for the graphs. 

Notes. 1) Yields are weighted yields, weighted by the amounts of each transaction. 2) Current yield has not been worked out for treasury bills. 
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For ttiKTsfts 1.000crore itauc* It* 40& 
crore is being distributed ns a public ism 
while the balance of Rs 600 crore is being 
placed through book building. ICICI made 
a public offering of four types of bonds - 
deep discount, money-back plus, monthly 
income and regular income bonds-for 
Rs 400 crore with a green-shoe option of 
another Rs 400crore at 16 per cent payable 
half yearly, annualised yield working out 
to 16.64 per cent. SCICI is floating a retail 
bond issue of Rs 500 crore with a 100 per 
cent green-shoe option. This multi-option 
retail issue of SCICI is being offered at an 
interest rate of 16.25 per cent - 25 basis 
points higher than that of other FIs. IFCI 
is also planning to issue bonds of Rs 500 
crore with a lOOpercent green-shoe option. 
Its earlier issue of Rs 200 crore was 
successfully subscribed to the extent of 
Rs 300 crore. 

Bonds 

In the private sector, while Kotak Mahindra 
Finance plans a Rs 100-crore bond issue at 
an interest rate of 17 per cent, Crisil has rated 
South Indian Bank, one of the three scheduled 
private sector banks, for a Rs 35-crore bond 
issue. Tisco also plans to enter the bond 
market with an issue of Rs 500 crore at a 
coupon rate of 16.5 per cent. 

CPs and CDs 

The month of May experienced slackening 
of demand for CDs as the bank deposits 
recorded an increase while non-food credit 
expansion was negligible. As a consequence, 
the CD rates have been on a descending 
trend, falling from 20-22 per cent in March 
to reach 14-16 per cent in the beginning of 
May and further down to 13-16 per cent 
towards the close of the month. However, 
due to their weak standing in the money 
market, the private banks had to pay a higher 
rate of 15.5-16 per cent whereas the public 
sector banks were paying rates of 13 to 14 
per cent. 

The CP rates have also come down from 
17.5-18.0 per cent at the beginning of 
May to around 16 per cent towards the 
month-end. With lower CP rates and the 
bankers’ reluctance to reduce the lending 
rates, the primary market for CPs was 
considerably rejuvenated. Besides the 
traditional investors, like corporates, new 
players such as mutual funds and regional 
rural banks were active buyers of the CPs. 
Further, the permission by the RBI to issue 
CPs up to 100 per cent of cash credit limit 
as against the earlier limit of 40 per cent 
provided the much needed boost to this 
market. 

/CDs 

The ICDs market continued to be 
beleaguered by the defaulters and roll-overs. 
Genuine investors were shying away from 
this market Theinterest rates still remained 
high, in the range of 20-24 per cent- 


New'Developments 

The Sardar Sarovar Narmada Nigam 
(SSNN) is set to launch a Rs 3,500-crone 
‘hybrid’ bond in which an investor will be 
paid back part of the investment in the form 
of UTI units or bonds of FIs right at the time 
of allotment. The balance amount will be 
redeemed at the end of fi ve years at a coupon 
rate higher than the prevailing market rate. 
This 5-year maturity issue also includes a 
teak bond, where the investor will receive 
“units” in teak plantations that SSNN 
proposes to set up along the banks of the 
Narmada. The rationale behind offering UTI 
certificates is essentially to reassure investors 
who associate bond issues with banks and 
FIs and may not feel confident about an 
irrigation dam project. 

V 

Secondary Market 

Treasury Bills 

Trading activity in short-term 91 -day TBs 
dominated the secondary market in May, the 
favourite bills being those maturing on 
May 25, June 1, June 8, July 6, July 20, 
July 27 and August 3. The weekly average 
of traded volume in the five weeks of May 
at Rs 387.44 crore was, however, much 
lower than the average of Rs 534.26 crore 
in the four weeks of April. There has been 
a drastic reduction in the YTM for the 91- 
day TBs traded, from a weighted average 
of 13.27 percent in April 1996 to 10.74 per 
cent in May 1996 The amount of trades 
done in 364-day TBs in May, worth 
Rs 183.27 crore at a weighted average yield 
of 11.77 per cent, was roughly the same as 
that in April (Rs 182.39 crore at a weighted 
YTM of 11.57 per cent). 

Dated Securities 

The secondary market in government paper 
remained subdued during May due to easy 
liquidity and the market desire to concentrate 
on short-term papers such as TBs. RBI’s 
SQL data showed a total traded amount 
(excluding repos) of only Rs 1,391 crore in 
May as against Rs 2,708crore in April. Total 
repo transactions worth Rs 2,279crore during 
May were also significantly lower than those 
during April (Rs 3,367 crore). Amongst the 
dated securities, die stocks having the repo 
facilities were much sought after by traders. 
The most actively traded stocks were 13.5 
percent 1997,13.5 percent 1998 and 12.5 
per cent 2004 and to some extent 11 percent 
2002. The 12.5 per cent 2004 security saw 
trades worth Rs 616.87 crore in the whole 
of May at a yield to maturity of 13.99 per 
cent. UTI was reported to have offloaded a 
large volume of this stock. 

CPs and CDs 

Reflecting increased liquidity in the 
interbank market, the interest in CPs and 
CDs was revived. As some banks started 


selling CDs that v^ere acquired in Mirth, 
the yield rates firmed up to around 17.5 
per cent during mid-May after which the 
ratesclimbeddownto 16.5 percent towards 
end-May. 

Bonds 

With the financial year-end compulsion 
of resorting to tax-saving instruments left 
behind, the investors’ interest in tax-free 
bonds has waned substantially since April 
as was reflected in reduced traded volumes 
on the NSE screen of only Rs 2 crore during 
April and Rs 8.21 crore during the whole 
of May as against Rs 15.21 crore in March 
1996. At the same time, as the primary 
market was flooded with taxable bond issues 
during the last few months, the secondary 
market interest was concentrated mostly in 
such bonds whose traded volume shot up 
to Rs 85.36 crore as against Rs 67.77 crore 
in April and Rs 26.32 crore in March 1996. 
With the demand picking up, the weighted 
average yield of taxable bonds moved 
upward, from 17.56 per cent in the last week 
of April to 18.92 per cent towards end-May 
(Table 6). 

Bills Rediscounting 

Bills rediscounting, which was heavily 
resorted to by banks in March, has come 
down substantially. However, private batiks 
and NBFCs arc still thriving on bill 
rediscounting due to large spread between 
deposit rates and rediscount rates. U was 
reported that some private banks were 
rampantly rediscounting bills outside the 
consortium without obtaining the due 
permission from lead banks. * 

Yield Curve 

Unlike the theoretically expected 
behaviour of the yield curve which is said 
to predict the path of growth, inflation and 
future interest rates, the slope of the yield 
curve in India seems to reflect a complex 
set of short-term factors such as conditions 
in the call money market. While the yield 
curve based on the weighted average of yield 
rates for all the traded government securities 
shows a gentle upward trend (Graph C), that 
traded on a single day of maximum 
transactions during the month shows two 
distinct phases: a steep upward movement 
and then a negatively sloped phase 
(Graph D); the latter phenomenon possibly 
reflects the market anticipations of declines 
in inflation and short-term interest rates. In 
fact, the short-term interest rates as 
determined by the secondary yield rates on 
91-day TBs have shown a steep decline in 
the month of May, thus widening the yield 
gap, i e, the gap between the yield rates on 
long-term securities and the said short-term 
paper (Table 7 and Graph E). 

[The background review was done by Paramita 
Debnath and statistical compilations and graphs 
by V P Prasanth]. 
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COMMENTARY 


NEW DELHI 

High Cost of Congress Support 

BM 


The Rao-led Congress has become the political representative of that 
segment of the Indian bourgeoisie which has opted to be the junior 
partner of multinational corporations in the Indian market . This makes 
the terms and conditions of Congress support to the United Front 
government very ominous . As a political arrangement , this is hardly 
different from that struck when the Chandrashekhar government was 
formed and paved the way for India to be dragged into the economic 
reform and structural adjustment programme of the IMF/World Bank 
combine . 


GENERAL elections in the past resulted in 
calming of political waters and restored a 
measure of order and stability to the polity. 
This has not happened after the elections to 
the 11th Lok Sabha. The government of the 
BJP ( the largest party in the Lok Sabha, was 
voted out after 12 days of its formation. How 
long the government of the 13-party coalition 
supported by Congress(l) and left parties 
from outside will last is a moot question. 
The days and months ahead are likely to be 
turbulent. The prime minister, Deve Gowda, 
seems to rely for smooth-sailing on his 
personal rapport with the ousted prime 
minister, P V Narasimha Rao. He has also 
been outspoken about his commitment to 
further the so-called economic reform and 
structural adjustment programme of IMF/ 
World Bank launched in 1991. This must 
be a cause for misgivings among his coalition 
partners and supporters. But the parties which 
have been persuaded to join the coalition, 
and even the left parties supporting it from 
outside, have made adjustments in their stands 
on the economic reforms. What is obviously 
missed by them is that once the national 
consensus on economic and social develop¬ 
ment after India gained independence was 
subverted by the Rao government, under 
external duress, the stresses and strains in 
the polity were bound to be aggravated and 
political alignments to assume new dimen¬ 
sions. 

The economic reform progamme was not 
a response to domestic urges and aspirations. 
Its implications were of a global nature and 
its purpose was to marginalise the role of 
the Indian state in the world order and restrict 
the sovereign rights of the people of India. 
The IMF/World Bank managers and their 
political overlords, after the launching of 
their programme in India, have claimed a 
degree of success and admitted from time 
to time shortcomings in the programme* s 
implementation. The lapses are attributed to 


political mismanagement. They have, 
therefore, been paying keen attention to the 
management of politics in India, as in other 
countries where too similar programmes have 
been initiated. 

The question of tackling Apolitical barriers' 
to the progress of the reform programme is 
bound to assume greater urgency in the days 
to come. Concern is being expressed in 
interested quarters over the slowing down 
of the reforms in the last two years. The 
example of political leaders in other countries 
- Argentina and Peru arc specifically 
mentioned - who had tackled the problem 
by raising populist slogans to win elections 
and then made a U-turn to pick up the 
privatisation-globalisation banner is cited. 
In India the pro-reform lobby relied on the 
manipulative skills of Narasimha Rao. He 
was praised for easily turning the Congress 
Party of Nehruvian socialism into a party 
of ‘economic reforms’ of the IMF/World 
Bank variety. Butdespitc resorting to populist 
schemes and gestures, he has met with 
stunning electoral defeat. Rao is now 
expected, after the elections, to exercise his 
vaunted manipulative skills not only to 
manage his own party but also to deal with 
other political parties which in the last five 
years had bitterly opposed the economic 
reform and its disastrous impact on the mass 
of the people. That Rao has made some gains 
in this direction must be a matter of 
satisfaction for them. 

Rao has been trying with some success 
to put together a temporary arrangement for 
the governance of India which will help to 
so regulate the levers of political power and 
policy-making that the IMF/World Bank 
programme will go on. The attempt is to 
muddy the political waters to an extent which 
will cloud any honest appraisal of the role 
of political parties and personalities in policy¬ 
making and administration. The fact must 
not be lost sight of that the social and 


economic policy environment after the 
launching of liberalisation and globalisation 
policies has given a big boost to money¬ 
making by politicians and bureaucrats. Side 
by side, social and policy commitments have 
tended to be so grossly diluted and will in 
future be violated even more. The CPI(M) 
centra] committee deserves to be compli¬ 
mented, therefore, for the firmness and per¬ 
spicacity when it refused permission to its 
leaders to join, let alone head, the NF-LF 
government. But attempts have continued to 
subvert this decision in various ways. The 
CPI and its leaders were unhappy with the 
decision of the central committee of the 
CPI(M). The decision of the National Council 
of CPI to join the Deve Gowda government 
is claimed to help prod the CP1(M) and other 
left parties to do the same. The left parties, 
when they talk of upholding secularism by 
keeping BJP at bay, appear to suffer from 
lapses of memory and to believe that the 
umbrella of the Congress (I) can be relied 
on to actually protect the secular political 
order. 

The Achilles’ heel of the Gowda 
government will soon be exposed on policy, 
especially economic policy, issues. The 
coalition government is admittedly not 
composed of harmonious elements. There is 
a sharp conflict of interest between and 
within the coalition partners. The binding 
thread of secularism will be found to be 
weak and is likely easily to break on policy 
issues, not to speak of factional and personal 
ambition. Gowda is claimed to be very adept 
at political management. But after five years 
of the lMF/World Bank economic reforms 
by the Rao government, the economic 
situation has come to such a pass that he is 
likely to soon find himself in trouble. What 
is being attempted to be put together for the 
coalition government is an economic policy 
hotch-potch. But the populist rhetoric will 
simply not mix with high growth projections. 
Capital-intensive growth, with multinational 
corporations as the leading players, requires 
reduction of labour costs to maximise returns 
on capital and, therefore, cheap labour, 
including child labour, and retrenchment of 
workers in organised industry. Theories have 
been peddled about that employment 
opportunities for the workforce should not 
be sought in organised industry and the 
service sector but in agriculture and related 
rural occupations. The idea is to force 
working people to accept low-income partial 
employment and self-employment. Com¬ 
bined with land reforms in reverse, as de¬ 
sired by IMF/World Bank and introduced 
by Deve Gowda in Karnataka, the prospect 
for the land poor in the countryside is indeed 
grim. 
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Mtao dtfps vs potato chips is dearly a 
bogus debate. It fails to enlighten and only 
obfuscates issues related to the roleof foreign 
capital and technology in India's socio¬ 
economic development. Objection to trans¬ 
national corporations only in the consumer 
goods sector or for the protection of Indian 
industry from unequal competition from 
them, even as foreign capital and technologies 
associated with it are given primacy in the 
design for technological upgradation betrays 
a poor perception of the strategy and process 
of economic growth. The Rao government 
did not allow, as a matter of policy and part 
of its 'reforms', optimal utilisation of first 
class Indian manufacturing capacities and 
technical expertise for strengthening the 
economic infrastructure. This is the reason 
for the large lags in power generation, oil 
exploration and expansion of machine- 
making capacities and telecommunication 
and transport services in the last five years. 

The euphoria over so-called economic 
reforms has already dissipated even among 
middle classes. To stick to the mindless 
assumption that foreign support will be 
generous for India is a dangerous illusion. 
The coalition government of Deve Gowda 
cannot escape the responsibility ol coherent 
economic policy-formulation and its efficient 
implementation. In times like these, the mettle 
of all political parties and personalities is 

KARNATAKA 


tested. Will the left parties* ensconced in 
ministerial office, either watch helplessly or 
become indifferent to the growing mass 
discontent? The Rao-led Congress has 
become frankly a political representative of 
that segment of the Indian bourgeoisie which 
has opted to be a junior partner of multi¬ 
national corporations in the Indian market. 
This makes the widely reported terms and 
conditions of Congress support to the Deve 
Gowda government very ominous. This is 
a political arrangement no different from the 
one struck when the Chandrashekhar 
government was formed and paved the way 
for India being dragged into the economic 
reform and structural adjustment programme 
of the IMF/World Bank combine. 

The centre-left parties can uphold their 
political identity and advance their political 
interests, separately and collectively, only 
if, given the balance of social and political 
forces at present, they sit in opposition to 
the government of the day and mobilise 
mass support on policy issues. There are 
social and political torces, domestic and 
foreign, working *n concert to undermine 
Indian democracy. They should identify these 
torces and political parties and personalities 
associated with them and expose their true 
nature and intent The left parties must not 
allow a sense of desperation to overwhelm 
them. 


Redefining the Region 

Janaki Nair 


The new and heady access to the centre, following Deve Gowda's 
installation as prime minister, holds ambiguous possibilities for 
Karnataka r s Janata government , the most optimistic of which would be 
a serious effort to redefine federalism and the troubled relationship 
between the centre and the states . 


WITH news coming in of the Janata Dal's 
victory in Belgaum, an erstwhile Congress 
borough, the electoral verdict from Karnataka 
takes its place as adecisi ve political upending 
of centre-state relations, a process that had 
been well under way on the economic front. 
Indeed, when former chief minister Deve 
Gowda shocked a British trade delegation, 
and the Indian press last year by repeating 
several times ‘ Don’t screw us!" he may watt 
have been trying to catch the ear of the centre 
rather than those of the multinationals. He 
has forcefully asserted the claim to speak in 
the interests of the region as in the open 
defiance of the centre on the issue of 
amendments to the land reform act, and on 
the question of farm loan interest waivers. 
And for the fust time since 1952, the people 
of Karnataka, who had scrupulously retained 
a distinction between the domains of the- 


state and the centre, no longer feel compel led 
to honour the distinction. 

Most important, the Karnataka results 
indicate that decisive shifts, with important 
repercussions, can he made even in the 
absence of an overwhelming or dramatic 
sweep as in Tamil Nadu, and may even be 
more enduring. The Janata Dal of Karnataka 
has won 16 of the 28 Lok Sabha seats, and 
by reasonably respectable margins, exceed¬ 
ing one lakh votes in three cases, while, 
unlike all other parties, none of its candidates 
surrendered the deposit. Only in one instance 
was the win rather narrow, with B L Shankar 
triumphing over his Congress(l) rival 
Taradevi by less than 5,000 votes. Apart 
from s latching the long held lead of the 
Congress in Karnataka (which party, even 
when the Janata Dal was in power in 1984 
managed to triumph in the Lok Sabha polls. 


forcing the then chief minister Hegdeto seek 
re-election), the Dal has forged an enviable 
support base surpassing even the formidable 
alliances built up by Devaraj Urs. 

To begin with, the Janata Dal has con¬ 
solidated its hold over the Vokkaliga domi¬ 
nated southern (Old Mysore) region, which 
was among the most predictable of its 
electoral victories. At the same time, it has 
shaken loose of its image as primarily a 
Vokkaliga party in no small part due to Deve 
Gowda's emergence as a Karnataka, rather 
than as a Vokkaliga, leader. The Dal* s feisty 
revenue minister Jalappa, an Idiga, thus 
triumphed over V Muniyappa and others in 
the Vokkaliga stronghold of Chikballapur. 
Similarly, the Dal defiantly backed a back¬ 
ward class candidate C S Bhaskarappa in 
Tumkur against several dominant caste can¬ 
didates in the same constituency, thereby 
gaining & constituency that was going the 
BJP way, judging by the 1994 assembly 
results. Jalappa* s victory was ensured by the 
vigorous campaign of Vokkaliga Dal leaders 
in the area, while the support of the dalits 
and Muslims in the area, as well as the 
CPKMj helped in no small way. Bangalore 
north, which has a large Muslim population, 
similarly preferred the Janata Dal’s Narayan- 
swamy to the Jaffer Sherieff nominee. 
Obeidullah Sherieff. 

It is in northern Karnataka that the Dal 
has made significant new gains, benefiting 
in part from a Congress Party plagued by 
factional quarrels, as for instance m Bijapur. 
Elsewhere, as in Chikkodi, seven times 
parliamentarian Shankaranand was trounced 
by a rank outsider, and the only woman from 
Karnataka to boot, Ratnamala Savanur. 
Shankaranand was punished for his neglect 
of the constituency. In Koppal similarly, the 
J anata Dal ’ s hard work at the grass roots paid 
off in Basavaraj Rayareddy s creditable win. 
Only narrowly did the Dal lose the Bcllary 
seat to the Congress. But the Dal’s strategy 
in the north has not been without its para¬ 
doxes. It the Janata Dal and the Congress 
worked to defeat the BJP in Shtmoga, thus 
handing Bangarappa's KCP its lone parlia¬ 
mentary seat, at the same time, the Dal has 
not flinched from fielding a communal 
Muslim leader. Quamaru! (slam, from Gul- 
barga, disingenuously claiming its victory 
as a vote for the Dal agenda. 

It is in coastal Karnataka that the Janata 
Dal has done rather poorly, yielding IJdipi 
to Oscar Fernandes and Mangalore and 
Kanara to the BJP. Even so, there is little 
doubt that the Janata Dal has checked the 
march of the BJP, whore vote share has 
declined to about 18 per cety from a respect¬ 
able 28 per cent in the 1991 elections. 

Since coming to power in 1994. the Janata 
Dal has made slow and steady gains in the 
panchayat, zilla parishad and municipal 
elections, and is preparing to face elections 
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' to some major coipcw^iom. The Dal t under 
Deve Gowda, has provided a refreshing con¬ 
trast to the previous Congress governments 
by building up a consensus among various 
social groups and by keeping its dissensions 
well concealed. On the economic front, it 
has moved faster in the direction of en¬ 
couraging the new predatory capitalism than 
most other states, the land reforms amend¬ 
ment and the new agricultural policy being 
only the most obvious signs of this vigour. 
Even as the parliamentary election results 
came in, the Janata Dal ministry announced 
a new policy for the privatisation of tanks, 
while Deve Gowda himself reiterated the 
need for private investment for urban 
infrastructual development. On other fronts, 
the Janata Dal has been more cautious, 
although it has clearly weaned away the 
Muslims from the Congress hold, even in 
Che Kanara region, while the Dalit Sangarsh 
Samiti, especially in the south, too had found 
the Janata Dal a more dependable ally. The 
third largest community of Karnataka, the 
Kurubas, assiduously cultivated by the Con¬ 
gress, Janata and BJP alike, appears to have 
stood behind the Janata Dal. 

Among the credits that Deve Gowda can 
claim are the successful defusing of the BJP 
campaign over the Hubli Idgah maidan, and 
his ability to ensure that the Cauvery dispute 
remained delinked from any easy identi¬ 
fication with the wider and more emotive 
question of linguistic nationalism. Above 
all, Gowda has displayed almost demonic 
energy in touring the districts, both before 
the 1994 win, and soon after when the Janata 
Darshan programme was begun and sustained 
in earnest, despite its sceptics. Without 
exaggerating the importance of such ‘mass 
contact*, which has yielded little by way of 
tangible returns to the people of Karnataka, 
there is no doubt that the accessibility of the 
government had been a distinct advantage 
compared with the excessive reliance on 
Delhi leaders (many from Karnataka itselD 
by the Congress Party. 

It would be all too easy to see Deve 
Gowda*s public displays of religiosity, and 
especially his cosy closeness to Bala- 
gangadharaswamy of the Adi Chunchunagiri 
Math, as a sign of his khaki shorts peeping 
from beneath his rustic dhoti. If anything, 
as his unprincipled courting of former Tamil 
Nadu chief minister Jayalalitha before the 
Lok Sabha elections clearly showed, political 
ambition may well triumph over ideology. 
The exigencies of staying in power with a 
still only tenuously forged coalition of forces 
could make the Janata Dal wary of deploying 
acommunalcardtooquickly. Indeed,Gowda, 
and others in the Janata Dal have more than 
once warned against the saffron tinge of the 
Lingayats, and rightly so. judging by the 
growing agitation for the renaming of the 
Gulbarga University after Basaveswara, 


under the leadership 6t Karnataka** Urna 
Bharati, the virulently anti-dalit Mathe 
Mahadevi. Indeed the tentative faith that the 
dalits have reposed in the Janata Dal will 
be sorely tested in this symbolic struggle 
between Basaveswara and Ambedkar. 

It is unlikely that there will be a significant 
shift in the policies of the Janata Dal govern¬ 
ment under the new leadership, since the Dal 
is not likely to squander the fragile con- 


wilt be teaped by the BJP rattier dun the 
Congress. The new and heady acceu to the 
centre following Deve Gowda’s installation 
as prime minister holds ambiguous pos¬ 
sibilities for Karnataka* s Janata government, 
the most optimistic of which would be a 
serious effort to redefine federalism and the 
troubled relationship between the centre and 
the states. 


Clearing the Air: Now or Never 

A Padmanabhan 


The automobile sector, a major beneficiary of the liberalisation policies , 
has recorded unprecedented growth without adequate and stringent 
laws to^control automobile emissions , the quality of the air in our cities 
will rapidly worsen . 


THE last minute decision of the ministry of 
surface transport in notifying the new 
emission norms for the automobile industry 
under the Central Motor Vehicles Act with 
effect from April 1, 1996 marks a crucial 
phase as far as environment consciousness 
is concerned. The environment ministry had 
earlier recommended the extension of the 
deadline by three to six months for the 
manufacturers who could not meet these 
norms. This was rejected by the ministry of 
surface transport. Reportedly, the Association 
of Indian Automobile Manufacturers were 
also lobbying to scale down the new emission 
norms for four- and two-wheelers after they 
were successful in getting an extension for 
three-wheelers sold outside metros to bring 
hydrocarbon emissions down to bench- 
marked levels. 

The automobile sector, one of the major 
beneficiaries to cash in on the benefits of 
liberalisation, has had an impressive growth 
of 25 per cent with a turnover of Rs 22,000 
crore in 1994-95. It is estimated to grow 
considerably in the coming years. The drastic 
speed with which the seven ventures paving 
the way for foreign collaborators with 
domestic companies were approved by the 
government (a few brands already running 
on the roads) makes it clear that the objective 


is to encourage the people to buy and use 
morecars. Statistics reveal that the production 
of cars during the last 11 months up to 
February was 10 per cent higher when com¬ 
pared to the same period the previous year. 

At the recent Auto Expo *96 which attracted 
the cream of the world’s best automobile 
companies to India to display their state-of- 
art vehicles and technologies, the then 
external affairs minister, Pranab Mukheijee 
maintained that the government was keen 
to ameliorate any constraint faced by the 
automobile industry hindering its fast growth. 
Though such assurances may give confidence 
to industry, it must take into account the 
environmental factors as well. The con¬ 
tribution of automobile vehicles - petrol and 
diesel-powered - amounts to 60 per cent of 
air pollution. The adverse effects of such 
pollution affect a large number of people. 
Smog from smoke and fog, lead components 
from leaded petrol, hydrocarbons from 
unbumt petrol, carbon monoxide, etc, hurts 
society at large, transcending generations. 

The primary effect of carbon monoxide 
(CO), due to its strong affinity for haemo¬ 
globin, reduces the carrying capacity of blood 
in transporting oxygen from the lungs to the 
tissues in the body. But in the long run, it 
can lead to impairment of the physiological 


Table: Composition op Exhaust Gases 

(Concentration in parts per million) 



Pollutant 

Idling 

Accelerating 

Decelerating 

Petrol engines 

Carbon Monoxide 

69000 

29000 

39000 

Hydrocarbons 

5300 

1000 

1000 


Nitrogen Oxides 

30 

1020 

20 


Aldehydes 

30 

20 

290 

Diesel engines 

Carbon Monoxide 

Trace 

1000 

Trace 

Hydrocarbons 

400 

200 

300 


Nitrogen Oxides 

60 

350 

30 


Aldehydes 

10 

20 

30 


1380 


Economic and Political Weekly June 8, 1996 



and neurology 

are the wont sufferers. Oxides of nitrogen 
dioxide cause eye irritation and inflame the 
respiratory systems. Lead, that is added to 
petrol (a 0.56 grams per litre) to improve 
its combustion, along with suspended parti¬ 
culates escaping through the exhaust has 
been found to affect the liver and kidney 
functions. 

When the Motor Vehicles Act was 
amended in 1989, a clause was added. This 
was intended to ensure that all motor vehicles 
leaving the manufacturer's factory meet 
emission standards, particularly that the 
carbon monoxide level in exhaust gases does 
not exceed 4.5 per cent by volume at idling 
speed. Much of the automobile pollution 
takes place during idling. Thanks to the 
traffic chaos on our .roads and the lax 
enforcement machinery in checking the 
emission levels, there has been a steep rise 
in the level of three major pollutants - 
suspended particulate matter (SPM), sulphur 
dioxide and oxides of nitrogen - in the 
ambient air of our metros. Notably, the SPM 
pollutants in the air exceed the WHO 
guidelines by more than a factor or two. 

Of the total vehicular pollution, 85 per 
cent is due to petrol-driven vehicles and 15 
per cent on account of diesel-driven vehicles. 
Delhi has the dubious distinction of being 
the world's third most polluted city and the 
nation's worst, spewing out 5 lakh tonnes 
of exhaust emissions per day from the 25 
lakh motor vehicles (that includes nine lakh 
buses and trucks). The garden city of 
Bangalore is not far behind. As the country's 
third polluted city, with eight lakh vehicles 
(two-three wheelers account for 650 tonnes 
of exhaust emissions per day, followed by 
500 tonnes by other category of vehicles), 
the number of vehicles added every month 
is nothing less than 250, increasingly 
polluting the atmosphere. Nevertheless, the 
pollution caused by diesel-driven trucks and 
other commercial vehicles are much less 
harmful due to minimal carbon monoxide 
content in their exhaust. 

The use of petrol-driven vehicles has 
increased several fold - for the middle/lower 
middle class person a two-wheeler is but a 
means of conveyance. This has also con¬ 
tributed to increased offtake of petrol. The 
demand for petroproducts in 1995-96 is 
projected at 71.71 million tonnes against the 
previous year's 65.49 million tonnes. The 
deficit is met by imports. This was 19 million 
tonnes this year against the previous year's 
12.8 million tonnes. 

Lead-free petrol (introduced inourcountry 
only after the Supreme Court issued a direc¬ 
tive on a public interest litigation filed by 
citizens complaining against the alarming 
level of pollution from automobiles) was 


yejkrfbr vm by cars fitted with catalytic 
convertors in the exhaust pipe to control the 
emission. Reportedly, the response has not 
been very encouraging. Two-wheelers and 
three-wheelers, that still run on conventional 
petrol, are said to account for about 57 per 
cent of the total vehicular pollution. There 
is no foolproof method to check this. 

The growing awareness of pollution threats 
and environmental degradation has led to a 
number of energy efficiency measures in the 
west. This includes meeting the rigid speci¬ 
fications of environmental authorities. For 
instance, San Francisco, one of the worst 
polluted cities in the world was able to 
control the problem in just 10 years (1981- 
91) through strict enforcement of laws. The 
California experience illustrated that better 
environmental rules can lead to hydrogen/ 
electric-powered cars and recyclable car 
bodies. In Sweden, cars are forbidden on the 
roads during weekends not only to conserve 
fuel but also to minimise air pollution. But 
all said and done, wherever the enforcement 
has been of the reformative type, it has met 
with remarkable success. 

In India, it was mandatory for all cars 
manufactured after April last year to be 
fitted with catalytic convertors (CC). CC- 
fitted vehicles cost a few thousands more 
although it has been proved to be capable 
of removing up to 90 per cent of carbon 
monoxide and up in h() per cent ot hydro¬ 
carbons including an appreciable proportion 
of soot. 

It would have been more prudent for the 
government to have popularised the offtake 
of unleaded petrol by pricing it less than 
conventional petrol To encourage the use 
of CC. the excise duties/taxes could have 


subsidies, etc, small-scale industries could 
have been roped in to produce CC instead 
of importing it from the US and Japan, where 
it is presently manufactured, thereby saving 
foreign exchange. Also, microenvironments 
need to be primarily improved. Since poor 
air quality has been proved to be the major 
contributor of respiratory diseases, killing 
more than four million children below five 
years according to World Health Organi¬ 
sation, strict monitoring will pay rich 
dividends. 

The problems of traffic hassles arc too 
complex to be solved by the police alone. 
Measures to expedite the execution of ring 
road projects to divert heavy traffic; mass 
rapid transport system (MRTS); alternate 
modes of transport like suburban train 
services; better roads; better urban planning; 
use of catalytic convertors for all types of 
vehicles and curbing indiscriminate use of 
cars/two wheelers - all assume importance. 

The electric car offers an answer to air 
pollution in sprawling big cities, despite the 
major inconvenience of stocking up power. 
Such cars nin noiselessly, helping to curb 
noise pollution, a growing menace. The 
French have been successful in producing 
an electric car christened Vetela - a dual- 
mode-electnc and heat powered vehicle. 
Performancewise, the car is said to be capable 
of being driven a distance of 30 km at 60 
km per hour in 22 seconds. The consumption 
is less than 0.2 kilo watt per km. When 
running on heat engines, it has the same 
features as the four-wheel dnve - a 400 km 
range with peak speed at 168 km per hour. 

Clearly, controlling environmental pollu¬ 
tion cannot be left to bureaucratic actions 
and decisions alone. 
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Karnataka’s Joint Forest Management 
Programmes 

Mariette Correa 


The newly introduced joint forest management programmes have made 
no special efforts to involve women , either at the planning or 
management stages, although it is mandatory to have women members 
in the local committees . 


THE main aim of the National Forest Policy, 
1988 is to achieve nature conservation and 
ecological balance and at the same time meet 
the essential requirements of the people. The 
new policy does appear to have had some 
impact on official practices, resulting in 
joint forest planning and management 
(JFPM) orders being issued by as many as 
15 state governments. 

Despite JFPM being in its initial stages, 
it has been felt by feminists that women were 
being rendered invisible and marginalised 
by the process. Women are most dependent 
on forests for subsistence and for that very 
reason are more sensitive to ecologically 
sustainable development needs. As women 
are most severely affected by deforestation 
and change of species, for any form of forest 
regeneration to be successful women need 
to be actively involved in the different stages 
of planning and implementation. In 
Karnataka, the JFPM resolution (dated April 
12,1993) requires only one member of each 
household to become a member of the general 
body of the village forest committee (VFC). 
The managing committee, on the other hand, 
is expected to have at least two women 
members. 

The study 1 was undertaken to assess the 
participation of women in the JFPM process 
in Uttara Kannada district, the role of NGOs 
in the JFPM process and the attitudes of men 
and women towards JFPM. The study has 
to be understood in the context of Uttara 
Kannada where firewood is not one of the 
important issues due to the abundance of 
firewood available. Nor is it much of a 
gender issue as in many villages men go to 
collect firewood. The case study method 
was adopted and 10 VFCs were purposivcly 
selected for the study - five where NGOs 
are working and five where they are not. The 
two all-women VFCs in the district were 
also studied in order to understand the reasons 
for women's active participation in these 
VFCs. 

Women and VFCs 

At no stage of the JFPM process, is the 
participation of women visible? When the 
Karnataka forest department (KFD) decides 
to form a VFC, it first contacts a few people 
in the village, gets them interested in the 


concept of JFPM and motivates them to 
form a VFC. In KFD parlance, these people 
are called promoters, it is interesting though 
perhaps obvious that in all the villages in 
our study not a single promoter was a woman. 
Since the promoters are the important and 
powerful people in the village the dominance 
of these is reinforced in the JFPM process. 
The promoters usually end up becoming 
chairmen and managing committee members 
of the VFCs. 

In a patriarchal society it is inevitable that 
if only one person in a family has to be 
represented for practically any programme 
it will be the 'male head of the household'. 
This is reinforced in the process of obtaining 
membership to the VFC where the foresters 
have gone from house to house and in most 
cases specifically asked for the male head 
of the household. If the male 'head 1 was not 
at home, his name has been noted and Rs 2 
(membership fee) collected from his wife 
or mother. From this it becomes clear that 
the KFD not only has made no attempt to 
include women in the VFC but has deli¬ 
berately, knowingly or otherwise, excluded 
them from the process. 

Though all the microplan documents as 
well as the people interviewed (KFD and 
villagers) state that the members were 
'unanimously elected*, more in-depth 
analysis showed that the entire process is 
directly or subtly guided by the KFD. At 
times people do not agree with the 
suggestions or nominations made by the 
KFD but do not have the courage to oppose 
them. With women it is even less likely that 
any difference of opinion will be voiced. 

The two women on the managing 
committee generally belong to the dominant 
groups in the village, thereby reinforcing the 
dominance of these communities. They are 
usually nominated to the committee by the 
men from their communities who have 
already been elected or nominated to the 
managing committee. At times the elected 
women are not interested in becoming 
members but are pressurised by the men 
from their community/caste groups. Their 
participation in the VFC after the elections 
is either weak or non-existent. They are told 
quite explicitly by the KFD and the men in 
the village that they have been elected only 


twwotrieft tavirtobe the timatikbe. 
In such a situation can the women who are 
on the managing committee truly represent 
the women in the village? Women have not 
been adequately involved in the PRA or 
microplan exercises. In the few cases where 
they do participate, women are divided into 
groups along with men and the latter generally 
take over the process. 

While it is important that more women 
become part of the JFPM process, the issue 
of quantity should not deflect from the more 
important one, quality. Increase in 
membership does not automatically ensure 
increased participation of women and has 
in fact at times given a false sense of 
complacency that women are being 
adequately represented. Women from 
different communities, classes, castes, etc, 
not only have conflicting interests and 
priorities but often cannot even be brought 
together on a common platform (where 
interests can converge) due to deep-seated 
prejudices and beliefs about each other. It, 
therefore, becomes imperative for the KFD 
to attempt to get the views of women from 
the different castes and classes if JFPM is 
to be gender-sensitive. 

In the majority of villages, the opinions 
of women are not only unsolicited when 
making JFPM-related decisions, but even 
after the decisions are made the women are 
not properly informed about these decisions. 
What is amazing is that in several places 
women are not only unaware of the origin 
of the decisions but of the very existence 
of the VFC - even when their husbands arc 
members. Often these women have not even 
seen the area allotted to the VFC for 
plantations. 

Women’s needs of forest resources are not 


taken into consideration cither by KFD or 
men of the village. However, after they were 
informed of the VFC decisions it became 
evident that there was a greater homogeneity 
of interests between men and women in the 
village than between KFD staff and men. 
There are no formal channels in the VFC 
for disseminating information about their 
meetings to the rest of the village, though 
some informal discussions do take place, 
usually between men of the dominant 
communities. Inevitably women are almost 
always excluded. One wonders to what extent 
men (of certain communities) influence the 
issues to be discussed in. the meetings, 
including the all-women VFC meetings. In 
the villages which have all-women VFCs the 
women discuss all the issues with their 
husbands at home. But men who are 
committee members do not discuss forest 
issues at home. When made aware that the 
benefits of the VFC would be in their 
husbands* names women said that it would 
make no difference since in their society 
men would control the benefits anyway. 
However, they felt that if the benefits were 
collectively given to a group of women they 
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could derive support from each other and 
their collective strength would mitigate the 
effects of their husbands using the benefits 
which were in their wives* names. It would 
also increase their decision-making power 
and their specific needs could be met. 

The two immediate and visible benefits 
of the JFPM process are the seed money 
(given at the time of signing the MoU) and 
the installationof smokeless ‘chullas’. While 
the former cannot be spent without the 
sanction of a KFD official, the latter 
programme has not been satisfactorily 
implemented. At least this issue/pro¬ 
gramme could have been discussed with 
women since they are the main beneficiaries 
and users. In general, it is too early to say 
what women want from the JFPM process. 
Whatever is expected is very local, specific 
to their problems like solving the water 
problem in their area or getting compensation 
for crops damaged due to wild animals. The 
fact that they can now make major decisions 
regarding the forest is generally beyond 
their comprehension. 

Class/Caste issues should be addressed by 
the KFD and NGOs. Some communities and 
castes are ignorant of theentire JFPM process. 
Throughout the JFPM process there is no 
attempt made by the KFD to actively solicit 
the opinions of people of different 
communities or organise separate platforms 
where the views of the minorities or 
suppressed sections (including women) can 
be heard. For example, the fishing 
communities in the coastal villages are in 
a minority in the villages in our study. Their 
views regarding JFPM have not been solicited 
at any stage. Is it not likely that their needs 
wi II be different from those of the agricultural 
families? The JFPM concept involves giving 
only degraded forests to the VFC. In areas 
where there are no degraded forests, good 
forests are not given due to pressures from 
the contractor lobby. The genuineness of the 
project in involving people in the planning 
and management of the forests therefore 
becomes questionable. 

Since many senior KFD staff do not 
genuinely believe in the concept of JFPM 
and are implementing it only because of the 
ODA’s investment (translated into an order 
from their superior officers), it raises the 
question of sustainability of the JFPM process 
when ODA finally withdraws its support. 
One also wonders how the VFC can be 
sustaiuedover time if there are large sections 
of people (women and weaker sections) who 
are excluded from it. 

Most people still feel they are beneficiaries, 
receiving finance and* inputs from the 
forest department in exchange for protection 
of the forests. The traditional hierarchy 
between KFD and the people does not seem 
to have diminished except that now the 
people feel that the KFD (and other govern¬ 
ment departments) have become more 
approachable and perhaps accessible. The 
seating arrangement during VFC meetings 


in most villages reinforces the hierarchy 
between the KFD and the villagers. Rarely 
do the villagers feel motivated or capable • 
enough to hold meetings on their own. The 
agenda for the meetings also have to be 
decided by KFD staff. 

Promises made by the KFD have not been 
fulfilled resulting in JFPM being viewed as 
just another government programme. The 
KFD also gets labourers from outside the 
village to work on JFPM land. Nowhere do 
the VFCs understand that first preference 
villagers should be given for any wo rk on 
JFPM land. Nowhere has the issue of NTFP 
been discussed by KFD. One of the purposes 
of JFPM is to stop giving contracts to 
outsiders as soon as the VFC is formed. 
However, even after signing MolJs, contracts 
for honey, beedi leaves, etc, are given to 
outsiders. 

The JFPM resolutions have envisaged for 
NGOs the role of 

catalysts of the movement. In the Karnataka 
resolution a representative from the local 
NGO, if any, is expected to become an ex- 
officio member of the general body and the 
managing committee of the VFC. However, 
the KFD has been slow to give NGOs official 
positions on the managing committee, though 
they expect the NGO staff to make efforts 
related to the VFC. 

The introduction of JFPM in Uttara 
Kannada being relatively recent, very few 
NGOs have got involved in this process. 
While one reason is that JFPM is seen as 
primarily a government programme, another 
is that the NGOs already have their set 
agendas and JFPM becomes an additional 
one. Another problem may be that some of 
the NGOs focus on specific communities, 
and JFPM work involves working with the 
village community as a whole. All the NGOs 
in the study have programmes exclusively 
for women. The approach of the NGOs has 
been to conduct programmes for different 
groups in the village based on age, sex, caste, 
etc. However, since the JFPM process prima 
facie does not seem to require the village 
to be broken up into convenient units, none 
of the NGOs have felt the need to question 
the dominance of men in this process, though 
this attitude has been changing recently. 
While none of the NGOs have made attempts 
to get more than two women on the managing 
committees ofthe VFCs, there have been two 
exceptions, viz, two all-women VFCs which 
were formed primarily due to NGO effort. 

The relationship between most NGOs and 
the KFD was either non-existent or one of 
mutual suspicion. Due to the JFPM process 
the relationship between NGOs and the KFD 
has by and large improved. In some areas 
where NGOs are working, the KFD depends 
on them (perhaps too much) for support and 
the NGOs too, tend to mediate between the 
people and the KFD. The NGO presence in 
such situation could prove to be a hindrance 
to a direct dialogue between KFD and the 
people. 


The attitudes of villagers towards JFPM 
are, by and large, based on their actual 
personal experience. Most people have not 
thought beyond their own VFCs, protection 
of the environment in general, or larger 
issues. Moreover, due to the age old 
rel ationship with KFD and other government 
departments they are not attuned to the idea 
of JFPM in spite of the fact that the KFD 
staff have explained the concept. Since the 
concept is relatively new it will take time 
for both the government and the people to 
fully internalise it. 

In most places, when smugglers arc caught 
by the villagers, the goods received are taken 
by the KFD. The villagers get little or no 
reward/ incentive for this and feel cheated 
especially since this is a result of the VFC/ 
JFPM process and since this is their 
first experience in joint planning and 
management. Some people feel that the 
JFPM is merely a way of passing on some 
of the responsibilities of the KFD to the 
villagers. 

Given the socio-cultural situation of 
women and the danger of thcii marginali¬ 
sation in JFPM, the KFD and NGOs should 
actively encourage women to participate. In 
order to make the JFPM process more gender- 
sensitive. it is important that the KFD staff 
have training sessions on the need for 
involving women in JFPM and how they 
should go about it. This training becomes 
even more necessary for foresters since they 
are in direct contact with the villagers. The 
women members on the managing com¬ 
mittee should ideally be selected by the 
women themselves after all the women 
clearly understand the importance of their 
participation in the JFPM process. During 
the microplanning process whenever 
possible, groups comprising only women 
could be formed. Also, separate meetings of 
the women should be held periodically to 
address their issues and priorities before 
presenting these at the general VFC meetings. 
The same should be done when the concept 
of JFPM is first introduced in the village. 
For women to take an active part in the 
JFPM process it needs to be a community 
endeavour. Apart from social structures and 
attitudes of people being a hindrance to the 
participation of women, basic policy changes 
are required if women are to participate more 
meaningfully in the JFPM process. 

Note 

[This article is based on a detailed study of 
gender issues in JFPM conducted by India 
Development Service, Dharwar.] 

1 This article covers some of the findings of an 
exploratory study intended to research the 
gender dimensions in the JFPM work in Uttara 
Kannada district where JFPM is going on as 
aprogramme implemented by the Karnataka 
forest department with funding from a bilateral 
aid agency (Overseas Development 
Administration). 
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Handlooms in Dis 


uvcv 


Noorb asha Abdul 

With the withdrawal of several subsidies so far enjoyed by the 
handloom sector and especially by winding up the Janatha cloth scheme 
which not only provided cheap cloth but also employment to the 
vulnerable section of weavers, the old and low-skilled, the new 
economic reforms have contributed to the worsening of conditions in the 
handloom sector . 


DURING the past four years, certain policy 
changes affecting the industrial economy in 
general like reduction in state support, 
gradual phasing out of subsidies have been 
undertaken resulting in scarcity of raw 
materials to small-scale units due to free play 
of market forces. The Entrepreneurship 
Development Institute of India (1993) 
surveyed the impact of the new economic 
policy on small-scale industry and found 
that competition from big industry had grown 
and adversely affected the demand for 
products of small-scale units and anciilaries. 
Handloom industry is one such vulnerable 
industrial segment which has been severely 
affected under the reforms regime and has 
culminated in large-scale de-employment of 
weavers and the shrinking of real wages. 

The large-scale starvation deaths of 
handloom weavers in Prakasam and Guntur 
districts of Andhra Pradesh in the second half 
of 1991 triggered a spate of media reports 
that have focused on the plight of weavers. 
An investigative report of the Andhra Pradesh 
Civil Liberties Committee (APCLC) has 
documented a total of 111 deaths of weavers 
either due to starvation or by suicides. In 
1988-89, in another crisis, 52 handloom 
weavers died of starvation. ,No government 
has taken cl fcctivc steps to reverse the fragile 
nature of the handloom economy. 

The textile policy of 1985 announced by 
the Rajiv Gandhi government, though it 
rightly identified the basic obstacles facing 
handlooms and promised certain safeguards, 
miserably failed to get them implemented. 
Among others the safeguards included 
adequate supply of yarn at reasonable prices, 
reservation of articles for exclusive pro¬ 
duction by handlooms, provision of fiscal 
concessions, marketing arrangements and 
welfare schemes like housing for weavers 
and modernisation of looms. The new eco¬ 
nomic reforms instead of facilitating the 
implementation of these safeguards, have 
made for the further degeneration of the 
handloom industry and have caused large- 
scale dc-employmcnt of weavers. 

Yarn Availability Worsens 

The long history of crisis in handloom 
industry is broadly related to the scarce 
availability of yam and dyes and their soaring 


prices. The supply of the major input in the 
handloom sector, hankyarn, has been 
inadequate, unreliable and erratic. It was 
primarily due to the steep increase in prices 
of yam, that the handloom industry had to 
taste four spells of crisis in the years 1984, 
1986,1988 and 1991. During 1986-91 alone 
during the free enterprise regime of the Rajiv 
government, the prices of 40s count increased 
by 115 per cent and 60 by 70 per cent. The 
NER of 1991 through the maiden budget of 
the central government took the pnees higher. 

If the capacity of the 40 lakh handlooms 
in India is to be fully utilised, the requirement 
of yarn would be around 560 million kg a 
year. The actual supply however would 
appear to be only 60 per cent of the require¬ 
ment which resulted in drastic under¬ 
employment of looms and labour. A couple 
of reasons can be prominently mentioned. 
First, the violation of the hankyam obligation 
by yarn mills and secondly, diversion of 
yarn to the poweriooms and exports 

The liberalisation process pursued since 
the early 1990s encouraged exports regard¬ 
less of domestic requirements out of the 
predominant concern to earn foreign ex¬ 
change. The liberalisation regime has 
permitted the export of 100 million kgs of 
yarn in 1994 which was later raised to 130 
million kg. For 1995, the ceiling has been 
fixed at 75 million kg exclusively for yarn 
of below 40s. The ceiling on export of above 
40s was totally waived recently with a view 
to encouraging the export of finer varieties 
on the plea that “India has a competitive 
advantage for such counts'*. 

This apart, quite often the ceiling limits 
of exports have been violated by yam 
exporters. For example in 1994 cotton yam 
exports far exceeded the ceiling and touched 
216 million kg out of which the share of 
count group 1 to 40 was 188 million kg. The 1# 
Economic Times (January 30) commented 
that “the export policy has been diluted in 
the last two years to shift semicoarse yam 
in the 40-60 count range to the free list”. 
Hundred per cent EOUs too have managed 
to escape the ceiling on the plea that “their 
special export status allows free export”. In 
the hunger for foreign exchange, the 
government has become a mute spectator on 
the violative acts of the exporters at the cost 


tf httMItoml Also, the government would 
not be able to administer the implementation 
of the statutory obligation on the part of yam 
mills of packing 50 per cent in the hank 
form. Even when such a calamitous lapse 
was brought to the notice of the union minister 
for textiles, he surprisingly clarified that 
“exporters of yam are exempted from the 
hankyam obligations” (The Hindu, July 18, 

1995). All these liberalisation and decontrol 
measures obviously brought about dangerous 
results in the handloom industry. 

Industry-observers are critical of the 
government handling of the crisis posed by 
soaring yam prices. The main reason'for the 
destitution of weavers in Andhra Pradesh 
between 1991 and 1994 was that the prices 
of yarn had more than doubled from 
Rs 226.50 to Rs 415 per bundle for 20s and 
from Rs 174 to Rs 491 per bundle for 40s 
count. The price of 40s has further gone up 
to Rs 530 now. It is unfortunate that the 
promise of the textile policy of 1985 to make 
adequate supply of yam at reasonable rates 
has turned a distant dream. The devaluation 
of rupee announced as part of the NER has 
contributed to the inflated prices of yam. 

The employment intensity of handloom 
industry is but a weighty consideration behind 
the policy subsidisation. In so far as the 
handloom industry is a major provider of 
employment in the rural sector next only to 
farming. Government support to weavers 
needs to be regarded as a social safety net 
rather than merely as a subsidy for econo¬ 
mical Iy l ncfficicnt units in the texlile industry. 
If the concept of social safety net is accppt- 
able, there would be a strong case for parity 
of treatment of co-operativcs and private 
units in regard to subsidy on hankyam as 
well as s^les rebates. 

The economic reforms as a measure of 
fiscal deficit reduction have resorted to 
slashing down the subsidy being offered to 
handloom industry and to many other priority 
sectors. The latest vote-on-account presented 
by the union finance minister provides a 
detailed account of the subsidies. The total 
subsidy as percentage of GDP has been 
brought down from 2.3 in 1990-91 to 1.1 
now (i e, cut by 50 per cent). Subsidies 
pertaining to the handloom industry have 
also been brought down sharply both in 
absolute and real terms. While in 1991-92 
the subsidy was Rs 187 crore. It came down 
to Rs 147 crore in 1995-96 and further to 
Rs 139 crore in the present budget. If it is 
discounted for inflation the figure would be 
much thinner. 

In consonance with this, the subsidisation 
pattern for hankyam has also been modified 
recently. Hitherto subsidy was offered on all 
counts of yam. The weaver co-operative 
societies were able to utilise this opportunity 
to produce cloth of various counts at a lesser 
cost. However, since April 1995 subsidy is 
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restricted to yam of bek>w 40s.In Gamut, 
Prakasam and Krishna districts of Andhra 
Pradesh where widespread starvation deaths 
occurred, most of the handlooms required 
yam of above 40s-to weave sarees, lungics, 
shirtings, dhoti-cloth. Stoppage of subsidy 
for above 40s naturally hampered the viability 
of working societies at large. Further, delay 
in release of this merge subsidy by govern¬ 
ment has resulted in paucity of working 
funds and inability to procure fresh yam to 
continue the employment. 

Janatha Cloth Scheme 

As a major step towards continued 
employment of handloom weavers as well 
as supply of low priced cloth to weaker 
sections a scheme titled 'Janatha Cloth 
Scheme’ (JCS) was launched during 1976. 
Some 19 states including Andhra Pradesh 
and one union territory implemented this 
scheme. The central and state governments 
contribute subsidy under JCS in 80:20 ratio, 
respectively. The products under the scheme 
include dhoties, lungies, sarees, shirting and 
long doth and certain woollen items. A 
significant merit of this scheme was that it 
provided employment to weavers of the older 
ages and those with little skills. Thousands 
of weavers in the state were earning a 
livelihood from this scheme. 

In the name of resource constraint and 
'better house keeping', the present govern¬ 
ment in the state has totally withdrawn the 
JCS in 1995. Consequently, there was a 
sudden liquidation of thousands of looms in 
the state. In Guntur district alone the number 
of weavers co-operative societies plummeted 
very sharply following this drastic step. In 
Prakasam district, dozens of weavers who 
lost JCS had to migrate to neighbouring 
districts in search of alternative employment 
or for weaving that commands less skill. The 
retrenched workers who happened to be 
unskilled and aged would not be accom¬ 
modated by the master weavers who usually 
produce cloth of acceptable quality and 
standard designs with the help of skilled 
weavers. The withdrawal of JCS therefore 
has become a serious concern for the weavers 
now and protest movements are coming up 
especially in Guntur, Krishna, Prakasam and 
Chittor districts. 

In yet another development, state support 
to industry was reduced in which the 
government of India introduced marketing 
development assistance (MDA) on the eve 
of NER in lieu of the earlier non-plan special 
rebate scheme to primaries. Under the earlier 
rebate scheme, the government used to 
reimburse 20 per cent rebate on the entire 
sales volume. Many other states like Tamil 
Nadu have been making reimbursements as 
usual even under the MDA. However the 
Antftira Pradesh government has opted for 
MDA under which assistance by the 


goverwncmis restricted to only 15 per cent 
Of the outstanding cash credit of the societies. 
This new scheme fixed a ceiling on the 
assistance that can be offered on the sales 
of the societies. Weavers societies in A P 
have been protesting against this new scheme 
for its abolition. 

Meanwhile, the weavers started demanding 
the enhancement of the MDA ceiling from 
the existing level of 15 per cent to 25 per 
cent so that handloom cloth would find a 
wider market and the employment potential 
of the societies would increase. The central 
government instead of enhancing the assis¬ 
tance, has now come up with a fresh order 
reducing the assistance to 10 per cent, that 
too applicable to non-APCO sales. This not 
only discloses the step-motherly treatment 
by the government of the crisis-ridden 
handloom industry but also demonstrates 
the blatantly commercial approach of the 
government to the sector. 

In order to protect the handloom industry 
from unfair competition from the power- 
looms and the mill sector and to provide 
relief to the sector, the government of India 
enacted the Handloom (Reservation of 
Articles for Production) Act of 1985. The 
act enables the dcntral government to reserve 
certain articles for exclusive production on 
handlooms and for taking legal action against 
the powerloom/mitl owners who manufacture 
such reserved items. However, the act has 
not proved to be an effective instrument 
because of litigation. The Supreme Court 
had stayed the operation of the act since 
November 1987. The order was in force till 
February 5, 1993. But the apex court later 
upheld the constitutional validity of the 
legislation. But states are unable to implement 
the reservation as the powerloom lobby is 
active. 

The Abid Hussain Committee had there¬ 
fore strongly recommended the inclusion of 
this reservation in the ninth schedule of the 
constitution "in order to avoid legal chal¬ 
lenge of this legislation". The central govern¬ 
ment, however chose to remain tight-lipped 
over this, amidst the growing agitations of 
the weavers. 

The NER, as already stated, aimed at 
liberalisation which was intended to mean 
the transition to a more open market-driven 
economy. The government is neither 
interested in nor capable of implementing 
the reservations for handlooms. In spite of 
the legal promulgations by the government, 
their execution has been stalled because of 
the powerloom lobby. The powerlooms, got 
a fresh lease of life through the Textile 
Policy of 1985, which liberalised restrictions 
on powerlooms and opened up the textile 
pyramid for their hegemony. This policy 
undermined the growing appeals of the 
Sivaraman Committee, which prophesied 
two decades back that the indiscriminate 


groWth of poweriooms would be the death- 
knell for handlooms. 

The Hindu commented recently by that * 
"reservation of production in favour of the 
handloom industry would not be justifiable 
insofar as it operates against the freedom of 
choiceofthe consumers”. Logical arguments 
of this sort, though they sound rational and 
democratic, are only directed at defending 
the market forces to determine the destiny 
of producers, and would undoubtedly deal 
a major blow to the unorganised handloom 
sector. Freedom of production given to one 
potentially strong unit should not result in 
the unnatural death of the mass of smaller 
units. 

The problem of mounting arrears of the 
Andhra Pradesh state handloom weavers co¬ 
operative society (APCO) to be cleared to 
the primary societies is taking serious 
proportions nowadays, causing the latter to 
become funds-starved and lie idle. The 
volume of such arrears has touched a new 
peak of Rs 20 crore. Since the APCO has 
defaulted on the Rs 10 crore loan raised from 
N AB ARD in January 1994 and also another 
Rs 10 crore towards interest on old debts, 
the NABARD refused to renew cash credit 
to the APCO. The state government has 
remained unmoved over this. 

This apart, the procurement operations of 
the APCO for the year 1995-96 have not yet 
started. Crores of rupees worth cloth are 
lying undisposed with thousands of weavers' 
co-operative societies. As a result, the sales 
of more than *30 APCO sales depots 
functioning within the state and outside are 
going down due to shortage of cloth. Another 
30 sales depots are going to be dosed c^pwn 
during 1996. The APCO had to lake a hard 
decision to close down sales units in which 
annual sales fall short of Rs 5 lakh each. This 
bitter story of APCO drives home a couple 
of tough messages. First, the funds problem 
being encountered by the state and the APCO 
not only liquidates the employment of 
weavers but also drives out hundreds of 
white-collar staff from the sales side; 
secondly, all these retrenched and de- 
cmployed have no alternative employment. 

The Meera Seth committee appointed by 
the Planning Commission recently to review 
the performance of the handloom industry 
would do well to give serious thought to the 
following suggestions. 

As the Abid Hussain Committee recom¬ 
mended, the state can organise the reeling 
of hankyam at decentralised locations nearer 
the handloom weavers. Cone yam would 
then be supplied to weavers’ co-operatives 
at lower cost for reeling into hank form. This 
would facilitate not only the supply of 
hankyam at cheaper rates but also boost 
rural employment. Diversion of hankyam 
by the poweriooms needs to be checked by 
imposing heavy excise duty, which can be 
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utilised for the welfare of the handloom 
sector 

Unrestricted exports of yam should be 
stopped. Until the yarn requirements of the 
textile sector arc fully met, export of yam 
should be banned. 

Since the powerloom lobby blatantly 
violates the reservation of 22 articles for 
handlooms, the state should ban the entry 
of such production by powerlooms into the 
state's market. Alternatively, 100 per cent 
entry tax may be imposed on such goods. 
The tax thus collected should be utilised for 
developing the handloom sector. 

The management of weavers co-operative 
societies must be made accountable for all 
their operations so as to keep under check 
corruption at the societies level itself. 


My higher politics says: a party [read leader 
in the present Russian context - DM] which 
makes errors like this is already finished - 
it is no longer secure in its instincts. Every 
error, of whatever kind, is a consequence 
of degeneration of instinct, degradation of 
will: one has thereby virtually defined the 
bad (italics in the original). 

- Friedreich Nietzsche (1844-1900) 

BORIS NIKOLAEVICH YELTSIN,65, will 
remain the president of Russia, and whether 
he wins the polls or not, will be declared 
the winner. Such is the transformation which 
has taken place in the balance of political 
forces in Russia and the public opinion during 
the last three months that in a sense the 
forthcoming election has already become 
superfluous, though the formality has to be 
observed. The polls are due on June 16. 
However, if no one secures more than 
50 per cent of the votes cast, then another 
poll has to be held on July 7, with only the 
two highest ranking candidates taking part. 
The one with a majority being declared 
elected. 

The declaration of the Yeltsin victory, 
whether in the first round or second, even 
if by chance genuine, would signify the 
degraded state of ethical, moral and spiritual 
values in contemporary Russian society*. 
Since he has made no mean contribution to 
the decline in these values, his re-election 
as the head of the state will symbolise it 
amply. 


Hie waridval of such a vast and traditfonal 
unorganised sector, handloom, is not pos¬ 
sible without state support. Extension of 
support is the constitutional obligation of 
the state. But in the final analysis, the ability 
of the handloom industry to hold its own 
will depend crucially on the design factor 
and on the craftsmanship of the weaver. 
What the handloom sector should look for 
then is institutional support for moder¬ 
nisation of production, substitution of 
vegetable dyes for chemical dyes and train¬ 
ing in design and innovative patterns of 
weaving. 

[Paper presented at the 'National Seminar on 
Politics of Liberalisation and Economic Reforms', 
held at Hyderabad by Osmania University during 
March 15-16. 1996.) 


Otherwise, no 'civilised' society would 
even remotely consider a person with his 
record of bloodshed and insidious authori¬ 
tarianism worthy of re-election. After all, is 
he not the successful putschist who dissolved 
and shelled the Russian parliament in 
September-October 1993, who falsified the 
results of the referendum on the constitution 
in December 1993, and who has remained 
a determined Chechen killer since December 
1994? However, in Russia he is now 
considered indispensable for democracy. So 
UK) by the cynical western leaders. Poor 
democracy! 

The Yeltsin entourage has become so 
brazen that they now cvenTorecast his victory 
in the first round itself. However, opinion 
poll experts are warning that his ratings, 
which show a weekly rise of 3 to 4 per cent, 
may turn out to be exaggerated. They claim 
that up to 40 per cent of those declaring in 
his favour now may not vote at all. In normal 
cicumstances it could be serious setback. 
Not for the Kremlin strategists. 

Vladimir Bukovsky, a noted dissident from 
the Brezhnev period and now a British citizen 
living in Cambridge, England, has revealed 
to Radio Liberty that during a recent visit 
to Moscow he met some influential members 
of Yeltsin's entourage. They informed him 
that his re-election presents no problem at 
all. It will be all done by manipulation of 
computer data on voting. At a given moment 
he will be declared elected, and at a signal 


Irbwt the Kremlin the already prepared 
congratulatory telegrams from the western 
leaders confirming his win will be instantly 
released. After that it would become impos¬ 
sible to question the results and the fait 
accompli would have to be accepted by all. 

Meanwhile, the bewildered Russian voters 
remain greatly agitated and concerned about 
electing their president in the mistaken belief 
that it is for them to chose. They do not have 
the faintest suspicion about all the forces that 
have taken the choice out of their hands, and 
are determined to foist Yeltsin upon them 
for the second term. 

The people have 11 candidates to chose 
from. Of these, only seven carry political 
weight. They are: Boris Yeltsin, Gennady 
Zyuganov, Grigory Yavlinsky, Vladimir 
Zhirinovsky, Svyatoslav Fyodorov, 
Alexandr Lebed and Mikhail Gorbachov. 

Provided that the results are honestly 
declared, it is assumed by all that none of 
the 11 candidates will secure 50 per cent of 
the votes in the first round. However, it is 
agreed that Yeltsin and Zyuganov will easily 
go into the second round. No other candidate 
is likely to make it unless something entirely 
unforeseen happens and affects the position 
of Yeltsin. The only uncertainty is whether 
Yeltsin will head the first round or Zyuganov. 
Either way, in the second round Yeltsin is 
definitely supposed to win. 

The election thus appears to have become 
a two-horse race. At least this is what has 
been dinned into the ears of the public 
by the Yeltsin camp from the very start. 
Earlier on, some observers gave three of the 
other candidates - Lebed, Yavlinsky and 
Zhirinovsky - some chance of beating Yeltsin 
to the post in the first round and then 
Zyuganov in the second round. Yavlinsky 
was considered to be particularly well placed 
in this respect. The argument was that all 
the centrist, democratic and liberal votes 
would combine around him. At that stage, 
the popularity rating of Yeltsin was very low 
and it was thought he may not make it to 
the second round. In that any of the above 
three could defeat Zyuganov. 

Initially the Zyuganov bandwagon had 
rolled, seemingly invincible, due to several 
misconceptions. It gathered momentum in 
the first place because his Communist Party 
of the Russian Federation (KPRF) had 
emerged as the biggest party in the Duma 
elections on December 17, capturing 22.7 
per cent of votes. To this were added the 
assumed gains from other left-wing voters, 
near to the KPRF in sympathy and feelings. 
Altogether some 30 per cent or more of the 
votes appeared guaranteed for him. Indeed, 
from December to March it was taken for 
granted that Zyuganov will win over Yeltsin 
in the second round. But this very appearance 
of success proved to be misleading, even 
damaging to him. 


Yeltsin’s Last Hurrah 

Dev Murarka 


The great tragedy of the current election campaign and its outcome lies 
in the conviction successfully spread among the voters, by the 
Yeltsinites above all, that it is either Yeltsin or Zyuganov, no one else. 
Of course, it is an absurd notion and demeans the electorate and 
grossly insults its intelligence. But it has worked. 
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Soon a v ^is^ M drawback became 
visible. While Zyuganov still commands 
and will command more or less a similar per 
cent of votes in the poll, his electorate has 
turned out to be inelastic. That is to say, 
while the party faithfuls and its allies will 
certainly vote for him, he has been unable 
to expand his electorate. For two reasons. 

In the first place, a very powerful anti¬ 
communist campaign was put in place by 
the Yeltsinite gang, reminding the people of 
the negative aspects of the communist rule 
in the past, and painting an incandescent 
picture of horrors and return to such practices 
if Zyuganov was allowed to win. Yeltsin 
patted himself and was projected as the only 
saviour of democracy. Given the fact that 
Yeltsin has total monopoly over all the 
television channels, and most of the 
newspapers and magazines, who have 
become merely his tools, this propaganda 
has been carried out in a successfully Stal inist 
style, brainwashing the people, and 
frightening a significant section of the 
educated and the relatively well-heeled. 

In the second place, Zyuganov and his 
lieutenants themselves arc to blame for 
behaving in a fashion which lent substance 
to the Yeltsinite propaganda. They became 
prematurely drunk with their gains in the 
Duma elections, in the long run rather 
insignificant, and began to conduct 
themselves domineeringly, roughly and 
thoughtlessly. For instance, the resolution 
denouncing the Ycltsin-Shushkevich- 
Kravchuk (Russia-Belorussia-Ukraine) 
political coup on December 12. 1991 
dissolving the Soviet Union, which they 
forced through the Duma on March 15, 
1996, was a meaningless act of political 
folly. It confirmed precisely the suspicions 
of a revanchist position which the Yeltsinites 
so assiduously attribute to them. 

The more fundametal problem for 
Zyuganov has been that because of his own 
conservatism, because of the nature of his 
electorate - mostly the older and poorer 
section of the rural population - and because 
of the extreme orthodoxy and militancy of 
some of its supporting groups like that of 
Viktor Anpilov led the TR (Working Russia 
or Trudovaya Rossia), the KPRF has not 
moved forward but backward in temis of 
ideological reconstruction, thus virtually 
closing the door on any infusion of new 
blood or new ideas in a significant way. It 
has become a pre-perestroika rather than a 
post-perestroika party. Therefore, a heavy 
air of stagnation already hangs over it, making 
it appear unattractive and retrogressive. This 
affects Zyuganov adversely. 

Sodoes hisown personality, which remains 
dogged and uninspiring partly due to the fact 
that he seems incapable of answering 
questions in a straightforward manner, thus 
adding to the impression that he and his 


pitarty have a hidden agenda. Zyuganov is 
certain to lose the election battle but if he 
and his party do not mend their thinking and 
ways, they will soon face another and final 
fade out from the political arena and this 
time they will not be able to blame any 
Gorbachov, nor even any Yeltsin. 

Certainly, an irrational and overwhelming 
fear has gripped a large section of the society, 
swelling the ranks of Yeltsin supporters, at 
the expense not only of Zyuganov but, more 
important still, of all other candidates. The 
great tragedy of the current election campaign 
and its outcome lies in the conviction 
successfully spread among the voters by the 
Yeltsinites above all that it is either Yeltsin 
or Zyuganov. Nothing in between, no one 
else. Of course, it is an absurd and demeaning 
notion It diminishes the worthiness of the 
electorate and grossly insults its intelligence. 
Nevertheless, it has worked. 

One reason is that the so-called democrats 
and liberals, the product of perestroika like 
Yeltsin himself, have proved so unworthy 
of their designation, so selfish, so short¬ 
sighted, so breath takingly stupid and self¬ 
destructive politically, as to defy a rational 
comprehension. One of their prominent 
leaders, self-appointed but also promoted 
heavily by the Yeltsinites as a support arm, 
is Yegor Gaidar. His Democratic Choice of 
Russia (DVR) did surprisingly badly in 1993 
Duma elections, and in 1995 failed even to 
overcome the 5 per cent barrier. Gaidar is 
not even a member of the new Duma. 
However, he suffers from an inflated sense 
of self-importance and acute political 
infantilism. He has drivenhimself from pillar 
to post in search of an alternative democratic 
candidate to Yeltsin, and after announcing 
a categorical, final break with him has 
returned to his told like a wet lamb. Of 
course, he cannot abide with the fact or 
accept that the only realistic democratic 
alternative to Y cltsin today can be Y avlinsky. 
But Gaidar is not alone in this. He is typical 
of the democratic politicians and the 
intelligentsia, who are prepared to cut off 
their own nose in order to spite their fellow 
democrats and liberals and thus perpetuate 
the autocratic Yeltsin in every way. 

Yavlinsky, on the other hand, is a victim 
of his own considerable political and 
economic ability, integrity and intellectual 
qualities. He is also the victim of vicious 
jealousy combined with subtle anti-semitism 
of most other political groups and leaders. 
Without declaring so, the so-called 
democratic camp has adopted the principle 
of'anybody but Yavlinsky*. However, unlike 
them, he has been one of the most persistent, 
if not consistent, opponents of Yeltsin in 
political as well as economic policy terms. 
For this reason he is constantly tarred by 
them with the brush of being a communist 
supporter, while the communists suspect 


him of being willing to embrace Yeltsin. 
Unfortunately, his political base is small, 
rather elitist and intellectual. Although his 
party, Yabloko, managed to be elected to the 
Duma last December, it was only fourth and 
the last in the ranking. Therefore, he cannot 
do without extensive support from others 
which is not forthcoming. For some time 
there was talk of him uniting with Lebed and 
Fyodorov, thus creating a so-called third 
force. It came to nothing because the other 
two were not willing to resign their bid in 
favour of Yavlinsky. Both Yeltsin and 
Zyuganov take the challenge from Yavlinsky 
more seriously than from any of the other 
rivals. 

The refusal by the voters lo take Yavlinsky 
equally seriously in order to overcome the 
present bloody and murky stage of the 
Yeltsinite phase is a great minus for the 
country. At the same lime, while for the 
present an election victory for Yavlinsky 
remains tanialisingly near and frustratingly 
far, it is of crucial importance for him lo gain 
the third place in the first round of voting. 
This will immensely enhance the prospects 
of this young long distance runner as a 
possible winner four years from now when 
another round of presidential election will 
be due. 

The other serious candidate is the 
prematurely retired General Alcxandr Lebed 
who has earned a great reputation for honesty, 
straightforwardness and the patriotic fervour 
ol his views. Though his party, the Congress 
of Russian Communities (the KRO) did 
poorly in the December elections, virtually 
faded out and subsequently sacked us own 
leader, Yuri Skokov, the personal popularity 
of Lebed remains high He was elected to 
the Duma fromasingle member constituency. 

The structure of his support has a specific 
quality. He himself has recognised that 85 
percent of his electorate is communist which 
finds the party itself unattractive, lacking in 
dynamism as well as integrity. There is 
widespread suspicion that very recently he 
has come to some kind of an understanding 
with Yeltsin who is interested in his remaining 
a candidate in the election since he attracts 
votes which might otherwise go to Zyuganov. 
He is evolving very fast as a politician of 
substance and becoming more articulate 
though his economic prescriptions remains 
rather quirky, heavily tinged with the 
Pinochetism of his leading advisors. While 
he has slim chances of gaining presidency 
this time, he could gain the third place, 
pushing Yavlinsky down. But even tl he 
does not reach that far he must be taken 
seriously as a substantial political figure in 
the coming years. 

There is, of course, the enigmatic, 
fascinating figure of Vladimir Zhirinovsky, 
the leader of the Liberal Democratic Party 
of Russia (LDPR), much reviled and ridiculed 
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by all, dreaded by sociologists and opinion 
poll experts whom he has proved so wrong 
In all the elections by his successes not 
predicated by them. Once again, his current 
ratings are low in almost all opinion polls. 
But the polling experts are trembling in front 
of their computer screens and data banks, 
almost resigned to the possibility that he will 
prove them wrong yet again. 

From long experience of co-operating with 
him behind the scenes the Yeltsinites are 
masters at using him as a scarecrow. At one 
time they were even suggesting, when 
Yeltsin's own ratings were dismally low, the 
dreaded possibility that the second round 
will be fought between him and Zyuganov. 
Of course, all that was hyperbolic nonsense 
and remains so. While it is still possible that 
he might surprise once again by climbing 
to the third place at least, the inherent 
limitations of his possibilities should be 
taken into account. One reason why it is so 
hard to predict about his position is that 
many of his voters are reluctant to admit 
supporting him. Such is the stigma attached 
to his name, because of his deliberately 
buffoonish and vulgar behaviour in public, 
in the Duma and during television ap¬ 
pearances. 

Yet, for all that, it is a fact that across the 
country he has solid and steadfast support 
of the lumpen section of the society, including 
the lower ranks of the army. This support 
hovers around 10-12 per cent at a collective 
level, and explains why the LDPR took the 
second position in the Duma. However, it 
is highly significant that from the single 
member constituencies the LDPR won only 
one member. Even lesser parties, which did 
not get into the Duma on the party list, did 
much better. This suggests that Zhirinovsky, 
no matter how well he does in his presidential 
bid, can only remain a bit player, albeit an 
influential one in some respects like a dark 
cloud which threatens but does not rain. 

Fyodorov, who is a famous and respected 
eye surgeon and a successful entrepreneur, 
can be taken senously only because in the 
Duma elections his party made unexpected 
gains, even though it could not cross the 5 
per cent barrier. This gave him a certain aura 
of possibilities. However, he will remain 
lower in the rankings than Lebed, Yavlinsky 
or Zhirinovsky. 

Gorbachov is a problem. This great man 
has a strong past but a clouded and troubled 
present. However, opinion polls give him 
the lowest rating at 1 per cent. This is certainly 
wrong. He will do better than that despite 
the fact that he is allowed access to television 
very rarely. A butt of violent and uncivilised 
attacks by the communists, Yeltsinites and 
Zhirinovists, of hostility in some rural areas 
like in his own Stavoropol region, he has 
also been recipient of affectionate and warm 
reception from public in many parts of the 


country durioghisdeeddn^ttr. Particularly 
noticeable has been his enthusiastic reception 
by student communities. In contrast, the 
Yeltsinite nomenclature has behaved in its 
usual boorish, uncivilised, rude manner, 
doing its damned best to lock him out of 
speaking venues, factories and auditoriums. 
A cowardly class at its best, behaving in this 
fashion it has not so much demonstrated its 
loyalty to Yeltsin for fear of reprisals from 
the centre, as the nature and quality of his 
regime and its supporters. The most 
nauseating example of such sickening 
sycophancy to Yeltsin and syphilis of the 
intellect was the notorious St Petersburg 
mayor, Anatoly Sobchak, once a star of the 
Gorbachov perestroika, who not only refused 
to meet him but firmly warned others against 
doing so when Gorbachov visited the city. 
The city itself gave a rapturous reception to 
the fatherof Russian democracy and freedom. 
Sobchak has now been defeated in his bid 
to be elected governor of the St Petersburg 
region. 

Gorbachov possibly reads more in these 
scattered episodes than warranted and can 
be excused for doing so after being subjected 
to the long, long period of moral, even 
physical terror, by Yeltsin and his minions. 
It does not mean that any kind of significant 
Gorbachov revival is under way. It mostly 
suggests that after a long and persistent 
blackening of his character b> Yeltsin 
henchmen and the communists, he is 
beginning to be given his due for his historical 
role, at least by a tiny but thoughtful minority. 
Perhaps all is not amiss with the Russian soul 
after all? 

Thus, even if a Yeltsin victory is assured, 
one intriguing possibility remains. Gorba¬ 
chov, and many others, are now beginning 
to publicly suggest that when Yeltsin and 
Zyuganov enter the second round on July 7„ 
the people should cast negative votes against 
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rules. In practice it means that a voter is not 
obliged to chose either one or the other 
candidate but can vote against both of them. 
If this happens, then a fresh election will 
have to be called within three months, while 
the incumbent president remains at his post. 

This solution ought to appeal to many 
voters who are opposed to Yeltsin but do 
not want Zyuganov to win. It certainly offers 
an honorable way out for the stricken 
consciences of those, particularly the rotten 
intelligentsia, who proclaim that they are 
honour bound to vote for the lesser evil, i e, 
Yeltsin, in order to block the greater evil, 
Zyuganov. It is doubtful, however, that an 
effective majority of the Russian voters will 
prove to be so courageous, discriminating, 
perceptive or wise. Particularly when they 
feel intheir bones that it is hopeless to fight 
the choking tide of Yeltsin's propaganda 
and power. However, they cannot escape the 
guilt of making the wrong choice after all 
the signs warning against it. 

However, within days after Yeltsin wins, 
the country will start paying for it. As many 
Russian observers openly, if somewhat 
delicately, suggest, most probably Yeltsin 
will collapse from fatigue and retire to a 
resting place and take to the bottle again. 
All the promises made by him will be thrown 
into the overflowing dust-bins of the Kremlin. 
The genocide in Chechnya will be renewed 
with greater vigour, notwithstanding all the 
lies about the end of war proclaimed by 
Yeltsin during his crude show of negotiations 
with the Chechen freedom fighters in the 
Kremlin and the subsequent furtive visit to 
a Russian army post near the Chechen capital, 
Grozny. The nightmare of renewed 
prolonged misrule will become a reality. 
Even prayers will not help to escape from 
it since god and the Orthodox Church have 
also made their choice: for Yeltsin. 
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PERSPECTIVES 


Globalisation and Culture 

Three Paradigms 

Jan Nederveen Pieterse 

Cultural differentiation or lasting difference, cultural convergence or 
growing sameness, cultural hybridisation or ongoing mixing - each of 
these positions represents a particular politics of difference: as lasting 
and immutable, as erasable and being erased and as mixing and in the 
process generating new, translocal forms of difference. Each involves 
different subjectivities and larger perspectives. The futures evoked by 
the three paradigms are also dramatically different. 


GLOBALISATION or the trend of growing 
worldwide interconnectedness is presently 
accompanied by several coinciding and 
clashing notions of cultural change. A 
growing scn.^vity to cultural difference 
coincides wdfi an awareness of the world 
'becoming smaller’ and the idea of cultural 
difference receding. The growing awareness 
of cultural difference forms part of a general 
’cultural turn’ which involves a wider self- 
reflexivity of modernity. Modernisation has 
been advancing like a steamroller denying 
and erasing cultural differences in its way 
and now not only the gains (rationalisation, 
standardisation, control) but also the losses 
(alienation, displacement, disenchantment) 
are becoming apparent. Stamping out cultural 
variety has been a form of ‘disenchantment 
of the world'. 

It is interesting to note how the notion 
of cultural difference itself has changed 
form. It used to take the form of national 
differences, as in the familiar discussions 
of national character. Now different forms 
of difference have come to the foreground, 
for instance in relation to identity politics, 
gender, minorities rights, indigenous 
peoples, and ethnic and religious 
movements. A recent argument is that we 
are presently experiencing a ‘clash of 
civilisations*. In this thesis cultural 
difference is regarded as immutable and 
generating rivalry and conflict. At the same 
time there is a widespread understanding 
that growing global interdependence and 
interconnectedness may lead toward 
increasing cultural standardisation and 
uniformisation, as in the global sweep of 
consumerism. A shorthand version of this 
momentum is ‘McDonaldisation*. A third 
position, altogether different from both 
these models of intercultural relations, is 
that what is taking place is a process of 
translocal cultural mixing or hybridisation. 


Cultural differentialism or lasting dif¬ 
ference, cultural convergence or growing 
sameness, cultural hybridisation or ongoing 
mixing: while these are not the only 
perspectives on intercultural relations it is 
probably fair to say that they are the main 
ones. Each of these positions involves 
particular theoretical precepts and as such 
they are paradigms. Each represents a 
particular politics of difference - as lasting 
and immutable; as erasable and being erased; 
and as mixing and in the process generating 
new, translocal forms of difference. Each 
involves different subjectivities and larger 
perspectives. The first two, civilisational 
clash and McDonakiisation, may be con¬ 
sidered forms of modernism, respectively in 
its Romantic and Enlightenment versions, 
while hybridisation refers to a postmodern 
sensibility of travelling culture. I will discuss 
the claims of these three perspectives, their 
wider theoretical implications, and ask what 
kind of futures they evoke. 

Clash of Civilisations 

In 1993 Samuel Huntington, as president 
of the Institute for Strategic Studies at 
Harvard University, published a contro¬ 
versial paper in which he argued that 

a crucial, indeed a central, aspect of what 
global politics is likely to be in the coming 
years... will be the clash of civilisations... 
With the end of the cold war, international 
politics moves out of its Western phase, 
and its centre piece becomes the interaction 
between the West and non-Wcstern 
civilisations and among non-Western 
civilisations. 

The imagery is that of civilisational spheres 
as tectonic plates at whose fault lines conflict, 
no longer subsumed under ideology, is 


increasingly likely. The fault lines include 
Islam's borders in Europe (as in former 
Yugoslavia), Africa (animist or Christian 
cultures to the south and west), Asia (India, 
China). The argument centres on Islam: the 
“centuries-old military interaction between 
the West and Islam is unlikely to decline'* 
(31-2). “Islam has bloody borders” (35) v 
Huntington warns against a “Confucian- 
Islamic military connection” that has come 
into being in the form of arms flows between 
east Asia and the west Asia. Thus “the 
paramount axis of world politics will be the 
relations between ‘the West and the Rest*” 
and “a central focus of conflict for the 
immediate future will be between the West 
and several Islamic-Confucian states” (48). 
He therefore recommends greater co¬ 
operation and unity in the West, particularly 
between Europe and North America; the 
inclusion of eastern Europe and Latin 
America in the west; co-operative relations 
with Russia and Japan; exploiting differences 
and conflicts among Confucian and Islamic 
states; and for the west to maintain its 
economic and military power so as to protect 
its interests. 

The principle of dividing the world into 
civilisational spheres has a long lineage. 
Toynbee adopted this approach in his world 
history. More recently Kavolis( 1988) divides 
the world into seven incommensurable 
civili sationa! systems on the basis ofreligion; 
Christian, Chinese (Confucian-Taoist- 
Buddhist), Islamic, Hindu Japanese (Shinto- 
Buddhist-Confucian), Latin American 
syncrctist. and non-lslamic African. It is the 
blatant admixture of security interests with 
a crude rendition of civilisational difference 
that makes Huntington’s position stand out 
for its demagogic character. Obviously it 
belongs to the genre of ‘new enemy* 
discourse. In fact it merges two existing 
enemy discourses, the ‘fundamentalist threat* 
of Islam and the ‘yellow penl’, and its novelty 
lies in combining them. 

It recycles the cold war: “The fault lines 
between civilisations are replacing the 
political and ideological boundaries of the 
cold war as the flash points for crisis and 
bloodshed” (29). “The Velvet Curtain of 
culture has replaced the Iron Curtain of 
ideology as the most significant dividing 
line in Europe” (31). Hence there will be no 
"peace dividend*. The cold war is over but 
war is everlasting. This has rightly been 
referred to as a new politics of containment. 
More precisely, it refers to a new round of 
intercore rivalry (Schulz 1994) which is now 
translated from an ideological into a 
civilisational idiom. 
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Httftgtliigftm cotwfi&t the west as a 
'universal civilisation', “directly atoddswith 
the particularism of most Asian societies and 
their emphasis on what distinguishes one 
people from another" (41). The charge against 
'the Rest’ is that they attempt modernisation 
without westernisation. This may be what 
constitutes the actual danger: the spectre of 
different modernities. Japan does not quite 
belong here since it occupies a unique 
position "as an associate member of the 
west” (45). 

The geopolitics are odd. The most 
significant arms flows between the west 
Asia and east Asia do not involve Islamic 
countries but Israel and its arms sales to 
China. These have been of particular concern 
to the US because they include the re-export 
of hi-tcch equipment which originates in the 
US. To another instance, which Huntington 
does cite, Pakistan’s supply of Stingers to 
China, there is also an American angle. 
What is probably the major concern from 
an American national security point of view, 
military relations between China and Iran, 
is not explicitly mentioned. 

What is overlooked in this geopolitical 
construction arc the dialectics of the cold 
war and the role the US has been playing 
in these relations. It is not so much a matter 
of civihsational conflict as the unravelling 
of geopolitical security games most of which 
have been initialed by the US in the first 
place and which the hegemon in its latter 
days can no longer control, so that it calls 
on ’allied states’ to help channel them in a 
desirable direction. At the turn of the century 
the British Empire in its latter days of waning 
economic and military power did the same, 
calling on the US to ’police’ the Pacific, the 
Caribbean and Latin America, on Japan to 
play a military and naval role in the China 
Sea and to contain the Russian empire, and 
seeking allies in the European concert of 
powers. Then as now the waning hegemon 
calls on Vivilisationar affinities: the White 
Man’s Burden and his civilising mission, 
and now ’democracy' and the virtues of the 
free market, also known as the Free World. 

Malcolm Waters (1995:156) formulates 
an interesting theorem according to which 
"material exchanges localise, political 
exchanges internationalise and symbolic 
exchanges globalise" (This is probably 
difficult to maintain because it ignores the 
micro-economic dynamics which presently 
propel the macro-economic process ot 
globalisation.) What is interesting in this 
context is his view that it is the cultural, 
symbolic sphere which is ihe first to 
globalise; a perspective diametrically 
opposed to Huntington’s thesis. This shows 
up the oddity of Huntington's view: it is 
a political perspective on culture, phrased 
in the standardised national security 


taftgti^Culture to&td in 

civihsational packages, which happen to 
coincide with geopolitical entities. 
Obviously there is much slippage along the 
way, and all along one wonders: what is 
national security doctrine doing in a world 
of globalisation and in the sphere of cultural 
practices? 

Indeed the most remarkable element of 
the thesis is its surface claim, of a clash 
of civilisations. Why is culture being 
presented as the new fault line of conflict? 
Huntington’s framework is a fine specimen 
of what he blames Asian societies for: 
"their emphasis on what distinguishes one 
people from another". At a general level 
this involves a particular kind of reading 
of culture. Compare Wallerstein (1990:33) 
on "Culture as the ideological battleground 
of the modern world-system", note that 
culture and ideology are being merged in 
a single perspective, and that culture is 
defined as ’the set of characteristics which 
distinguish one group from another’. 
Anthony King (1991:13) uses a similar 
concept of culture as "collective 
articulations of human diversity". 

If we would take this to its ultimate 
consequence then, for instance, bilingualism 
would not be ’cultural' because "it does not 
distinguish one group from another". Indeed 
any bicultural, multicultural or intcrcultural 
practices could not, according to this 
definition, be ’cultural’. Whichever mode of 
communication or intercourse different 
groups would develop to interact with one 
another would not be ’cultural’ for culture 
only refers to intergroup diversity. We have 
thus defined any form of intergroup or 
transnational culture out ot existence for 
such per definition could not exist. Inter- 
cultural diffusion through trade and migra¬ 
tion, returnees from abroad with bicultural 
experience, children of mixed parentage, 
travellers with multicultural experience, 
professionals interactingcrossculturally. the 
fields of cyberspace- all of these fall outside 
’culture’. 

Obviously this notion of culture is one¬ 
sided to the point of absurdity. Diversity is 
one side of the picture, but only one side, 
and sameness or the possibility of sameness 
is another. In anthropology this is the 
perspective of cultural relativism and the 
view of ‘cultures’ as single wholes - a Gestalt 
or configuration that could only be 
understood in its own terms and from within. 
It implies a kind of 'billiard ball’ model of 
cultures as separate units (similar to the way 
states used to be represented in the realist 
view of international relations). Over time 
this has generated ethnomethodology and 
further down the road ethnosociology and 
a trend toward the indtgenisation of 
knowledge. 


IlHtll 1S«W>| SHIKlItkM OT 

culture. More common a definition in anthro¬ 
pology is that culture refers to behaviour and 
beliefs that are learned and shared: learned 
so that it is not ’instinctual', shared so that 
it is not individual. The sharing refers to 
social sharing but there is no limitation as 
to the nature of this sociality. No territorial 
or historical boundaries are implied as part 
of the definition. This understanding of 
culture is open-ended. Learning is always 
ongoing as a function of changing circum¬ 
stances, therefore culture is always open. To 
sharing there are no fixed boundaries other 
than those of common social experience, 
therefore there are no territorial limitations 
to culture. Accordingly culture refers as 
much to commonality as to diversity. 1 have 
referred to these fundamentally different 
notions of culture as territorial culture and 
translocal culture [Picterse 1995b]. That such 
an open definition of culture is relevant to 
international relations is apparent in a recent 
collection which adopts as a working defi¬ 
nition of culture 'any interpersonal shared 
system of meanings, perceptions and values' 
[Jacquin, Oros, Verwey 1993:376]. 

Cultural relativism represents an angle on 
culture that may be characterised as cultura- 
list differentialism [Taguicf 1987, Al-Azmch 
19931. Its lineage goes back to the Romantics 
such as Herder who regarded language as 
the key to nationhood. Both nationalism and 
racism bear the stamp of cultural differen- 
tialism, one emphasising territory and 
language, and the other biology as destiny. 
Nation and race have long been tandem and 
at times indistinguishable discourses. During 
the era of nationalism, cultural distinction 
for one’s own nation and inferiority for 
others has been claimed by all nations, usually 
in racial terms. 'Jewishness', ‘Germanness’, 
‘Japaneseness’ [Dower 1995), ‘Englishness’, 
‘Turkishncss’, ’Greekness’, etc - all imply 
an inward-looking take on culture and 
identity. They all share the problem of 
boundaries: who belongs and who does not, 
just where is the borderline? They are 
’creation myths’ of modem times. 

A different, affirmative dimension of 
cultural differentialism is that it can serve 
as a position in defence of cultural diversity. 
This tends to be evoked by local groups 
resisting the steamroller of assorted 'deve¬ 
lopers', by anthropologists, by ecological 
networks as well as tourist agencies pro¬ 
moting local authenticity. 'Culture and 
development' is a growing trend in develop¬ 
ment discourse [discussed in Nederveen 
Picterse 1995a]. It calls to mind the familiar 
theme of the 'human mosaic'. The upside 
of this perspective is local empowerment, 
the downside may be a politics of nostalgia, 
a conservationist posturethat ultimately leads 
to the promotion of open-air museums. Either 
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the local, sidelining the interplay between 
the local and the global. The imagery of the 
'mosaic* is biased in the first place, as 
Hannerz (1992) points out, because a mosaic 
consists of discrete pieces whereas human 
experience, claims and postures notwith¬ 
standing, is open-ended. Accordingly what 
has been on the rise in critical anthropology 
are de-territori alised notions such as cultural 
flows and 'travelling culture*. 

Huntington's thesis is at odds with the 
usual self-understanding of east and south¬ 
east Asian societies which is that of east- 
west fusion - as in 'western technology, 
eastern values*. The Confucian ethic 
hypothesis does carry overtones of east Asian 
chauvinism, but it too represents an east- 
west nexus of a kind because the form of 
Confucianism it refers to owes its status to 
its interpretation as an 'Asian Protestant 
ethic'. Confucianism used to figure as a 
reason why east Asian countries were 
stagnating, while in the late-20th century it 
is presented as the reason why the ‘Tigers' 
have been progressing. In the process Con¬ 
fucianism has been reinterpreted, recoded. 
Part of this recoding owes to a cross-cultural 
translation the Weberian thesis of the 
Protestant ethic as the ‘spirit of modern 
capitalism’. The Confucian hypothesis 
carries some weight in the ‘Sink’ circle of 
Singapore, Taiwan. China, Korea. It carries 
less weight in Japan. It carries no weight 
among precisely those who advocate an 
'Asian way* such as prime minister Mahathir 
Mohamad of Malaysia and his 'Look East' 
programme. Given the tensions between the 
ethnic Chinese and the 'bumiputra* Malays 
in Malaysia, just as in Indonesia, here an 
Islamic-Confucian alliance is indeed the least 
likely of all options. 

While Huntington reproduces standard 
enemy images of 'the rest’ he also rehearses 
a standard self-image of the west. 'The West' 
is a notion conditioned by and emerging 
from two historical polarities: the north- 
south polarity of imperialism and the 
colonising and colonised world: and the 
east-west polarity of capitalism-communism 
and the cold war. These were such overriding 
fields of tension that differences within the 
west/north, among imperialist countries and 
within capitalism faded into the background, 
subsided in relation to the bigger issue, i e, 
the seeming, but to a considerable extent 
effective, unity of imperialist or neo-colonial 
countries and of the ‘free world* led by the 
US. In view of this expansionist history we 
may well turn the tables and say: the west 
has bloody borders. 

Huntington practises both orientalism and 
occidentalism. In reinvoking 'the West* the 
historical differences between North America 
and Europe are papered over. In fact historical 


reVMoairaly well show Hut ttareatte much 
greater historical affinities, in particular 
similar feudal histories with their attendant 
consequences for the character of capital¬ 
isms, between Europe and east and south¬ 
east Asia than between Europe and North 
America. 

In his usual capacity as comparative 
political scientist Huntington (1991) obser¬ 
ves a worldwide 'third wave’ of demo- 
cratisation. Apparently at this level of dis¬ 
course ci vi lisational differences are receding. 
In this mode Huntington adheres to the 
familiar thesis of convergence, i e, the usual 
modernisation paradigm of growing world¬ 
wide standardisation around the model of 
the 'most advanced country*. His position 
matches Fukuyama's argument of the 
universal triumph of the idea of liberal 
democracy. 

M (Don aldis ation 

The McDonaldisation thesis is a version 
of the idea of the worldwide homogenisation 
of cultures through the impact of multi¬ 
national corporations. McDonaldisation, 
according to George Ritzer (1993:19), is 
"the process whereby the principles of the 
fast-food restaurant are coming to dominate 
more and more sectors of American society 
as well as the rest of the world”. The 
expression 'the rest of the world’ bears 
contemplating. The process through which 
this takes place is rationalisation in the 
Weberian sense, i c, through format rationa¬ 
lity laid down in rules and regulations. 
McDonald's formula is successful because 
it is efficient (rapid service), calculable (fast 
and inexpensive), predictable (no surprises), 
and controls labour and customers. 

McDonaldi sation i s a variation on a theme. 
First, on the theme of modernisation An 
instance of the global spread of capitalist 
culture. Since the 1930s this has been held 
to take the torm of Americanisation. Since 
the 1960s multinational corporations have 
been viewed as harbingers of American 
modernisation. It is also a variation on the 
theme of cultural imperialism. In the 1970s 
in Latin America this was known as Coca- 
colonisation. 

Modernisation and Americanisation are 
the latest versions of westernisation. If 
colonialism delivered westernisation neo¬ 
colonialism under US hegemony delivers 
Americanisation. Common to both is the 
modernisation thesis, of which Marx and 
Weber have been the most influential 
proponents. Mux* s thesis was the worldwide 
spread of capitalism. World-system theory 
is the latest version of this perspective. With 
Weber the emphasis is on rationalisation, in 
the form of bureaucratisation and other 
rational social technologies. Both perspec¬ 


tives M wldblffi tte geskeanef framework or * 
19th century evolutionism, or the idea of a 
single-track universal process of evolution 
through which all societies, some faster than 
others, are progressing. A vision of universal 
progress such as befits an imperial world. 

Shannon Peters Talbott (1993) examines 
the McDonaldisation thesis through an 
ethnography of the fast food formula in the 
case of McDonald's in Moscow and finds , 
the argument highly inaccurate on every < 
score. Instead of efficiency, queueing (up to 
several hours) and lingering are com¬ 
monplace. Instead of being inexpensive an 
average McDonald's meal costs more than 
one-third of a Russian worker's average 
daily wage. Instead of predictability, it is 
difference and uniqueness that attract Russian 
customers while many standard menu items 
are not served in Moscow. Instead of uniform 
corporate control, McDonald's Moscow 
introduces vanations in labour control ('extra 
fun motivations', fast service competitions, 
special hours for workers to bring their 
families to cat in the restaurant) and in 
customer control by allowing customers to - 
linger - often for more than an hour on a 
cup of tea. to 'soak up the atmosphere*. 

She concludes that the introduction of 
McDonald's in Moscow does not represent , 
cultural homogenisation but should rather 
be understood along the lines of global 1 
localisation: corporations, also when they 
seek to represent world products’, only 
succeed if and to the extent that they adapt 
themselves to local cultures and markets. 
This principle is also known as 'insideri- 
sation’. for which Sony chairman Akio 
Monta corned the phrase 'glocalisation*, or 
'looking in both directions* [Ohmae 
1992:93|, 

Still this only considers the angle of the 
corporation. The other side of global, 
localisation is the attitude of customers. The \ 
McDonald's Moscow experience compares; 
with adaptations of American fast foodj 
principles elsewhere, for instance in China, ] 
south-east Asia, India. Here fast food; 
restaurants, though outwardly the same as 
their American models, serve quite different 
tastes and needs. They are not downmarket 
junkfood b\it cater to middle class tastes, 
they are sought out for their ‘modem* 
aesthetics, are appreciated tor food variation? 
rather than uniformity, and generate 'mixed' j 
offspring, such as 'Chinglish* or *Cha-| 
merican’ restaurants in China. They offer a| 
public space, a meeting place - in one sense! 
culturally neutral on account of its novelty) 

- for new types of consumers, such as the} 
consumer market of the young, working! 
women and middle class families. They? 
function in similar ways in southern EuropeC 
and the west Asia. In wintry Tokyo, upstairs? 
in Wendy's, young students spend hoursjj 

r 
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with friends. 

Thus rather than cultural homogenisation 
; McDonald's and others in the family of 
’ western fast food restaurants (Burger King, 

. KF€, Pizza Hut, Wendy's, Wimpy) usher 
in difference, variety, giving rise to and 
reflecting new, mixed social forms. Where 
they are imported they serve different social, 

, cultural and economic functions than in 
their place of origin, and their formula 
accordingly tends to be adapted to local 
conditions. 1 n Manhattan, London and other 
western metropolises we now see oriental 
fast food restaurants and chains. Considered 
more closely, the fast food format might 
have originated outside the west, in the 
streetside food stalls of the west Asia or 
Asia. American fast food restaurants serve 
German food (hamburgers, frankfurters) 
with French (French fries, dressing) and 
Italian (pizza) elements in American style. 
The American contribution, besides 
ketchup, may be mainly assembly-line 
mechanisation and standardisation, true to 
the American Taylorist and managerial 
traditions. Thus it would be more 
appropriate to consider McDonaldisation 
as a form of intercultural hybridisation, 
partly in its origins and certainly in its 
present globally localising variety of forms. 

Hybridisation 

This perspective differs fundamentally 
from the previous two paradigms. It does 
not build on an older theorem but opens a 
new avenue. It springs from the taboo zone 
of racism because it refers to that which the 
doctrines of racial purity and integrism could 
not even bear to acknowledge the existence 
of: the half-caste, mixed-breed, metis. If it 
was acknowledged at nil it was in diabolical 
terms. Nineteenth century race thinking 
. abhorred mixing because, according to 
Comte deGobineau and many others, in any 
mixture the ‘lower* element would pre- 
> dominate. It goes against all the doctrines 
of purity as strength and sanctity, ancient and 
•classical, of which 'race science* and racism 
have been modem, biologised versions. 

" Hybridisation offers an antidote to the 
: eultural differential ism of racial and 
nationalist doctrines because it takes as its 
/point of depature precisely those experiences 
* that have been banished, marginalised, 

! tibooedinculturaldifferentialism.Itsubverts 
nationalism because it privileges border 
w crossing. It subverts identity politics such 
{ as ethnicity or other claims to purity and 
^.authenticity because it starts out from the 
is* fuzziness of boundaries, from boundary 
. dossing. If modernity stands for an ethos 
of order, the neat separation by tight boun¬ 
daries, hybridisation reflects a postmodern 


version. It represents* in FbucaukSan terms* 
a ‘resurrection of subjugated knowledges' 
because it foregrounds those effects and 
experiences which modem cosmologies 
would not tolerate. 

Hybridisation, since some years widely 
discussed especially in cultural and post¬ 
colonial studies, goes under various aliases 
such as syncretisation, creolisation, metis- 
sage, mestizaje, cross-over. Related notions 
are global ecumene, global localisation and 
local globalisation. I have earlier taken up 
this perspective as a rich and creative 
approach to globalisation and culture and 
discussed several limitations of the hybridity 
thesis [Pieterse 1995b], Hybridisation does 
not address and may conceal the asymmetry 
and uneveness in the process and elements 
of mixing. Distinctions need to be made 
between different types and styles of mixing. 
Besides, mixing is evaluated differently in 
different cultural contexts [Pieterse forth¬ 
coming]. 

Hybridisation occurs of course also 
among cultural elements and spheres within 
societies. In Japan, “grandmothers in 
kimonos bow in gratitude to their automated 
banking machines. Young couples bring 
hand-held computer games along for 
romantic evenings out” (Greenfeld 1994; 
230]. Is the hybridisation of cultural styles 
then typically an urban phenomenon, a 
consequence of urbanisation and 
industrialisation? If we would look into the 
countryside virtually anywhere in the world 
we would also find traces of cultural mixing: 
the crops planted, planting methods and 
agricultural techniques, implements and 
inputs used (seeds, fertiliser, irrigation 
methods, credit) are usually of translocal 
origin. Besides farmers and peasants 
throughout the world are wired, directly or 
indirectly, to the fluctuations of global 
commodity prices which affect their 
economics and decision-making. The 
ecologies of agriculture arc local, the 
cultural resources are translocal. 

An interesting objection that can be made 
to the hybridisation argument is that what 
is actually being mixed is cultural languages 
rather than cultural grammars. The distinction 
runs between surface and deep-seated 
elements of culture. It is* then, the folkloric, 
superficial elements of culture - foods, 
costumes, fashions, consumption habits, arts 
and crafts, entertainments, healing methods 
- that ‘travel’ while deeper attitudes and 
values, the way elements hang together, the 
structural ensemble of culture, remain 
contextually bound. There are several impli¬ 
cations to this argument. It would imply that 
contemporary ‘planetarisation’ is a surface 
phenomenon only because ‘deep down* 
humanity remains divided in historically 
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that the new social technologies of transferal 
communication-from transport to electronic 
media - arc surface phenomena only that do 
not affect deep-seated attitudes? If so, the 
implications would be profoundly conser¬ 
vative. A mid-way position may be that 
probably the new social technologies are 
profound in themselves while at the same 
time each historically framed culture pro¬ 
vides its own 'take' on the new space of 
commonality. 

Another issue is that of immigrant and 
settler societies where, over time, inter¬ 
mingling itself represents a historical 
momentum, profound enough to engage cul¬ 
tural grammar and not merely language. The 
prime example is North America. Probably 
part of the profound and peculiar appeal of 
American popular culture is precisely its 
mixed and 'traveling' character, its 'foot¬ 
loose' lightness, unhinged from the feudal 
past. This is a culture where the grammars 
of multiple cultures mix and this intercultural 
density may constitute part of the subliminal 
attraction of American popular media, music, 
film, television: the encounter, and often 
enough the dash, but an intimate clash, of 
•ethnicities, cultures, histories. In other words, 
it is the dash and intermingling of cultural 
grammars that makes up the deeply human 
appeal of American narratives. 

lnlcrcultural mingling itself is a deeply 
creative process and indeed not only at the 
present phase of accelerated globalisation 
but far back in time. This is acknowledged 
by one of the proponents of the cultural 
homogenisation thesis, Hamclink (1983:4), 
who notes: "the richest cultural traditions 
emerged at the actual meeting point of 
markedly different cultures, such as Sudan, 
Athens, theindus Valley, and Mexico”. This 
sheds a different light on the language/ 
grammar argument: presumably some 
grammars have been mingling all along. 
Thus a mixture of cultural grammars is to 
be part of the intrinsic meaning of the world 
religions (as against tribal, national religions). 

More fundamentally the question is 
whether the distinction between cultural 
language and cultural grammar can be 
maintained at all, also as a distinction between 
surface and depth. Certainly we know that 
in some spheres nothing has greater depth 
than the surface. This is the lesson taughi 
by art and aesthetics. Superficial cultural 
mingling then may have deep overtones. 
Even so we have been so trained and 
indoctrinated to think of culture in territorial 
packages of assorted 'imagined com¬ 
munities' that to seriously address the 
windows opened and questions raised by 
hybridisation in effect requires a decoloni¬ 
sation of imagination. 




The futures evoked by these three para¬ 
digms are dramatically different. McDonal- 
disation evokes both a triumphalist 
Americanism and a gloomy picture of a 
global 'iron cage'. The clash of civilisations 
likewise offers the horizon of a world of 
iron: a deeply pessimistic politics of cultural 
difference as a curse which dooms humanity 
to lasting conflict and rivalry. The human 
dialogue as a dialogue of war, the global 
ecumenc as a battlefield. Benjamin Barber's 
book Jihad vs MeWorld (\ 995) discusses 
the clash between these two perspectives 
without giving a sense of the third option, 
mixing. Hybridisation is open-ended in 
terms of experience as well as in a theoretical 
sense. Its newness means that the 
ramifications over time are not predictable 
because it does not fit an existing matrix 
or established paradigm but itself signifies 
paradigm shift. 

Each paradigm represents a different 
politics of multiculturalism. Cultural dif- 
ferentialisn> translates into a policy of 
closure and apartheid. If outsiders arc let 
in at all they are preferably kept at arm's 
length in gheltoes, concentration zones or 
reservations Cultural communities are best 
kept separate, as in colonial 'plural society' 
in which communities are not supposed to 
not mix except m the market-place. Cultural 
convergence translates into a politics of 
assimilation. Cultural mixing refers to a 
politics of integration without the need to 
give up identity, while cohabitation is 
expected to result in new crosscultural 
patterns of difference. 

In the end it turns out that the two 
coinciding and clashing trends noted at the 
beginning, growing awareness ol cultural 
difference and globalisation, are not simply 
contradictory but interdependent. Growing 
awareness of cultural difference is a 
function oi globalisation. Increasing cross- 
cultural communication, mobility, 
migration, trade, investment, tourism, all 
generate awareness of cultural difference. 
The other side of the politics of difference 
is that the very striving for recognition 
implies a claim to equality, equal rights, 
same treatment: in other words a common 
universe of difference. Accordingly the 
clash between cultural diversity and 
globalisation may well be considered a 
creative clash. 

[This is the revised version of a paper 
presented at Meiji Gakuin University, 
Cultural Ecology in International Studies 
Symposium, Yokohama, November 29, 
1993. 1 am indebted to symposium 
participants for their comments.) 
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State, Society and the Poor 

VSVyas 

The State and the Poor: Public Policy and Political Development in India 
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SINCE long poverty alleviation has been a 
part of the national agenda in this country. 
Considerable efforts have been extended to 
reach this objective. Different approaches to 
poverty alleviation have been tried out over 
a period of time: community development, 
structural chance (i e, land reforms), targeted 
programmes (small and marginal farmers 
development agencies), transfer of resources 
(IRDP), skill upgradation (TRYSAM), 
employment generation (Jawahar Rozgar 
Yojana) and, the latest, a market-oriented 
strategy with the hope of 'trickle down* 
effect. 


There have been significant achievements 
overthis period of time. Even if one discounts 
the over-optimistic figures on poverty 
< alleviation recently released by the 
I government of India - which would make 
] us believe that poor households in this country 
t ' now constitute hardly one-fifth of total rural 
households - and takes a more convincing 
• figure of 33 per cent of the rural households 
under the poverty line, the progress during 
1 the last 20 years or so is not inconsequential. 
1 The poverty alleviation programmes have 
i made major dents in the poverty situation. 
(The proportion of rural households below 
€ the poverty line has come down from 55 per 
f cent in the late 1970s to 33 per cent in the 
mid-1990s. Although the extent of poverty 
valleviation differs from state to state, the 
t» proportion of the poor households has come 
, |down in every state of the country. The 
(pervasiveness and depth of poverty has been 
Ureduced even in states like Orissa and Bihar 
dwhere the proportion of rural households 
0 below the poverty line was overwhelmingly 
I’glarge (65 and 75 per cent respectively in 
1973-74). By 1987-88 there was not a single 
^ State which recorded such widespread 
^poverty. On the other hand, there are states 
as Punjab, Haryana and Himachal 
. JPradesh where the proportion of the poor 
^households has gone down to less than 20 
jjjper cent of total rural households. A few 
..uopier states are likely to reach that level in 
/ Jthe coming years. There are indications to 
^Uggest that the nutritional level of even the 
Opborest has improved. None of these 
Achievements, however, measures up to the 
vj&vantages which the country has in this 
- namely, a national consensus on 

ty alleviation and a long history of 
nmes to translate these ideas into 



action. Several other countries, China and 
Indonesia being prominent among them, 
have out-performed India in this respect. 

Scholars have ascribed two main reasons 
for the unsatisfactory performance, (a) an 
agrarian structure which allows the rural 
elite to pre-empt all the advantages, and (b) 
the incapacity or inappropriateness of the 
implementing agency, i e, bureaucracy, to 
manage this task. The book under review 
addresses both these issues and is, therefore, 
highly relevant to policy-makers and students 
of the Indian economy and polity. The 
analysis is carried out within a rigorously 
defined theoretical framework. The utility 
of the book is further enhanced by three 
important case studies to illustrate the 
author's theoretical position. The examples 
selected are, (i) the farm resettlement 
administration (FRA) and its successor the 
farm security administration (FSA) 
established during thepost-depression. New 
Deal period in the US, (ii) Maharashtra's 
employment guarantee scheme (EGS), and 
(iii) the implementation of the national rural 
employment programme (NREP) in West 
Bengal. 

The inclusion of the poverty alleviation 
programme in the US in this analysis may 
need some justification. And the author has 
provided that justification. As the author’s 
statistics clearly show, rural poverty is not 
a marginal phenomenon in the US even 
today; it was certainly more pronounced 
during the depression years of the 1930s. 
The author quotes well known economists 
D Gale Johnson and T W Schultz who in 
their testimony before the US congress in 
1949 maintained that the percentage of farm 
families living in poverty (of course, defined 
in terms of US standards) had hardly 
decreased in the post-depression decade. It 
comes down from 47.5 per cent in 1939 to 
45.6 per cent in 1949. The author quotes a 
US Bureau of Census estimate for the year 
1959 which gave the poverty ratio in the 
rural areas at 33 percent. More importantly, 
as in our country, rural poverty in the US 
is concentrated in the backward regions, 
mainly in the south. The relationship of the 
south to the north in the US has been described 
by many scholars as that of a colony and 
the metropolitan centre. On social grounds 
the condition of the blacks (now called 
African-Americans), and even the poor 


whites, in the south was not better than the 
condition of the depressed castes in rural 
India. The main difference, as the author 
notes, is that while rural poverty is an 
important item on the Indian political agenda, 
it remains one of the most 'striking silences’ 
of the American policy debate. 

On the question of agrarian structure 
constrai ning poverty alleviation policies, the 
author's contention is that the structural 
constraints go beyond the agrarian structure, 
and the policies and the way they are 
implemented impact the structural features. 
The development strategies could promote 
such changes as would weaken the structural 
constraints, more so if the public policies 
are designed to produce alternative strategies. 

The author has discussed the political 
contours of public policy implementation in 
terms of three major paradigms. The first is 
the rational process perspective which begins 
with the assumption of rational decision¬ 
making by self-interested individuals, and 
then brings in the limitations of the bounded 
rationality, information costs and information 
asymmetry. The second perspective is the 
conflectual process perspective which 
maintains that conflicts are endemic in the 
implementing agencies and the nature of 
conflict determines the course of 
implementation. The third, and the preferred, 
perspective is the organisational environment 
perspective which recognises the importance 
of the social context, and in particular the 
claims on resources - understood in a wide 
sense, i e, “the media through which power 
is exercised" - in determining the course and 
content of policy implementation. 

After examining all the three perspectives 
with the help of selected case studies, the 
author concludes that it is the third one, 
i e, the Organisational Environment 
Perspective, which explains, and in some 
sense corrects, the conclusions arrived at 
with the help of the first two paradigms. The 
author illustrates his arguments by referring 
to the Roosevelt administration's efforts to 
provide support to the rural poor in the US 
during the depression era. He narrates the 
process by which the rural settlement and 
its descendent farm security administration 
came into being and later had to be wound 
up. The author suggests that though the 
rational and conflectual aspects explain the 
demise of that institution, major flaws 
surfaced because of the environment 
structured by previous interventions. He finds 
that the rational and conflectual process of 
implementation was reshaped by the structure 
of control over resources in the environment 
faced by the agency. The earlier interventions 
by US department of agriculture succeeded 
in spreading modern techniques of 
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the American Farm Bureau, an organisation 
which represented the interests of the 
commercial fanners. The apathy of the 
blacks and poor whites to participate in the 
political process hastened the demise of the 
poor-oriented agencies. The lesson drawn is 
that although the poor-oriented programmes 
did succeed in moving towards the goal of 
poverty alleviation, they could not attune 
themselves to the political environment or 
change that environment in favour of the 
poor. 

In the case of the EGS of Maharashtra 
the author tries to explain the ways in which 
the administrators responded to the for¬ 
midable problems of implementing the 
programme. The demand of rational process 
as well as conflectual process was accom¬ 
modated by evolving a complex administ¬ 
rative apparatus that promoted decentralised 
planning and flexibilities in response to 
effective demand for employment. This 
also created an environment in favour of 
EGS. The author recognises the weakness 
of the programme, e g, profuse corruption, 
enhancement of the power of the ruling 
party politicians and the bias in creating 
assets that favour medium and large 
cultivators. At the same time he maintains 
that by making employment an entitlement 
EGS encouraged political mobilisation of 
the rural poor and provided incentives for 
politicians to be more sensitive to their views. 
(His original enthusiasm for the scheme 
seems to have been somewhat muted as the 
preface to the later, Indian, edition of the 
book suggests.) 

Similarly, while reviewing the 
implementation of NREP in West Bengal 
the author suggests that the success of the 
programme in the stale, though not without 
its flaws, could be ascribed mainly to the 
creation of an enabling environment by 
providing opportunities to the beneficiaries 
to participate in panchayati raj institutions. 
Before arriving at this conclusion the author 
addresses the question whether in the given, 
iniquitous, socio-economic milieu public 
participation in policy implementation 
enhances or reduces effectiveness of the 
poverty alleviation programmes. He 
examines three hypotheses on the effect of 
participation. The first two hypotheses, the 
elite domination hypothesis and political 
patronage hypothesis suggest that in the 
garb of participation the ruling elite pre¬ 
empt the benefits. In other words, as long 
as the poor remain poor their inability to 
secure equitable representation is taken 
advantage of by the elite of the rural society. 
This gives rise to the phenomenon known 
as the ‘paradox of participation’. On the 
other hand, the greater responsiveness 
hypothesis is based on the premise that greater 
public participation helps to surmount the 


proofems or impiememanon oy creating 
opportunities for the poor to communicate 
their views to officials. 

In West Bengal it was possible toovercome 
the disadvantages faced by the poor through 
the ideological commitment and disciplined 
organisations of the ruling party and active 
panchayati raj institutions. The author 
maintains that the combination of these 
circumstances can alter the opportunity 
structure for public participation and can 
change the parameters under which social 
groups represent their interest. He concludes 
that for creating a conducive political 
environment for making poverty alleviation 
programmes successful, promoting political 
competition among political parties and a 
vibrant NGO and social movement sector 
would be helpful. They would also surmount 
the ‘paradox of participation’. 

To make the strategy of participation 
effective the author subscribes to the 
capability enhancing strategy as developed 
by T W Schultz and Amartya Sen. However, 
by itself the enhanced capacity will not 
enable the poor to take advantage of public 
policy. To achieve that objective they would 
require the resources which could be 
economic resources or the skills or even the 
stamina to put in hard labour. Without the 
command over resources, 'the paradox of 
participation’ will be ever present. 

One lacuna in this otherwise excellent 
work has arisen because only one of the 
several possible strategies of poverty 
alleviation in the context of India, i e, 
employment generating schemes, has been 
examined in both the case studies. The author 


1996. 

THE book based on research in 13 nations 
is a most welcome one and fulfils an impor¬ 
tant need in a much neglected area of adol¬ 
escence, especially of cross-cultural research. 
The book sheds light on a major pre¬ 
occupation among researchers - whether 
adolescence is a special phase full of turmoil 
and interpsychic conflicts. 

The book is divided into five parts. The 
first part introduces the theme by focusing 
on theories and helping practices and the 
methodology of the multinational study. The 
second part describes briefly the results of 
the multinational study. The third part des¬ 
cribes separately the studies in each of the 
participant countries. The fourth part deals 
with minority population and the final and 
the fifth part offers conclusions and impli- 


nas not examinee me strategics ot resource : 
transfers, particularly programmes like 
Integrated Rural Development Programme 
(IRDP) which also have very wide coverage. 

My main difference with the author is in 
regard to his advocacy of, what he calls, 
‘targeted universalism’. While the logic of . 
this approach, i e, to enable the policy* 
makers to build larger constituencies, isquite 
persuasive, in practice it has not always 1 
proved an effective way of reaching the 
poor. This is illustrated by the experience 
of the public distribution system (PDS). It 
is 'universal', at least very widespread, and 
it is also 'targeted* since the commodities 
issued by PDS have, mainly, the poor as the 
clientele. Yet PDS has neither helped 
mobilisation of the rural poor nor it created 
a constituency which would plead for its 
extension, and the clientele of PDS has not ; 
benefited in any material way, excepting in ; 
one or two states. The lesson is quite clear. ; 
As in several other poverty alleviation | 
programmes, in this particular case also the : 
'demand system* is taken for granted and 
the emphasis is placed only on the 'supply 
system’. No attempt is made to remove the 
incongruities between the two. 

The strength of the book is that it goes 
beyond examining the question of the 
political environment for implementing 
public policies for alleviating poverty, in the 
course of analysis the author examines the 
broader question of the relationship between 
the state and the society. The author should 
be congratulated for bringing out a well 
researched rigorously argued and relevant 
publication. 


cations of the study for theory and practice. 

The outcomeof the 13nation study favours 
a balanced view, that there is no special 
turmoil in most adolescents, and the focus 
isequally on the environmental factors which 
may be stressful. Age-specific preoccupa¬ 
tions regarding academic and family conflicts 
are present across nations, in the advantaged, 
non-advantaged and poverty groups. There 
is a good deal of similarity among adolescents 
in what they perceive as stress, methods of 
coping and what are the qualities of the 
people from whom they seek help. The 
sections which deal with these descriptions 
make interesting reading. The actual results 
in each chapter are preceded by a narrative 
by a typical adolescent, a description of the 
demographic and other details of socio- 


Counsellors as Activists 
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'-ijjerikM; econoihic, political, educational 
; systems of the country in question and give 
the book a true flavour of cross-cultural 
research. The study while describing the 
advantaged, non-advantaged and poverty 
groups makes a startling observation that 
females, even in the advantaged groups have 
a profile similar to non-advantaged groups 
such as poverty and minority groups. Inci¬ 
dentally, the comparison of poverty and 
minority groups does not necessaril y conform 
to the preconceived western notion that 
material affluence or advantage renders the 
groups in any way superior to disadvantaged 
groups. 

Who do adolescents seek help from? 
Mostly from their families, sometimes peers 
and occasionally their teachers, with the 
exception of Israel, where "kibbutz* or com¬ 
munity living is the way of life and adol- 
t esccnts seek help from professional coun¬ 
sellors. In most countries families play an 
important role in providing help. The pro¬ 
fessional counsellors who are trained in the 
skills of handling intrapsychic individual 
conflicts of advantaged adolescents seem to 
be either unavailable to or do not appear in 
the mental horizons of adolescents with 
different kinds of problems in most of the 
countries. 

In the following section an attempt is 
made to highlight special features in each 
of the sections dealing with the individual 
countries. In China and Russia the existing 
political environments appear to have 
coloured the research to a significant degree 
and consequently the findings though appear 
similar to other nations probably are distinct 
in their own way. Often the chapters appear 
repetitive. This could have been avoided by 
an ‘emic/etic ’ approach methodology of data 
collection and interpretation. 

Of all the chapters, the report from Greece 
exemplifies how the other chapters could 
have been written. It goes beyond simple 
analysis on stipulated parameters to 
microanalysis which offers insights which 
lead to further research hypotheses regard¬ 
ing roles of families in advantaged and 
disadvantaged groups. The Indian work 
offers recommendations regarding appro¬ 
priate training programmes which sensitises 
the prospective counsellors towards the needs 
Of the various groups through field ex¬ 
perience. It is also suggested that self-help 
group skills training and short-term and 
masters course in counselling may help to 
till the gap in the services provided. 

, The Brazilian study while giving illus¬ 
trating stressors sometimes tended to give 
a western slant to the situation. For example, 
"theunfoitunate adolescents walk to school*’. 
Walking to school is a healthy exercise. An 
adolescent in the US may go by bus or car 
and then work out in a gym. The issue is 
Whether an activity by itself is detrimental. 


An effort to seek ddf healthy Ctiviftei (lKrt 
necessarily an outcome of affluence) across 
nations would have been an interesting 
exercise. The disadvantaged adolescents* 
concern about not having meals for himself 
or his family and the preoccupations of an 
adolescent with eating disorders need to be 
looked at from a non-western perspective 
about its healthy or unhealthy components. 
Several such examples of western perspec¬ 
tives colour the reports of other countries 
such as Russia and those of minorities. 

Netherlands which is a developed nation 
reveals that "doing nothing* is the coping 
style of the advantaged adolescents and it 
offers contrast to the "active coping* by the 
adolescents from developing nations. One 
could glean lessons from observations of the 
lifestyles where things come easily, and 
consequently have adverse effect on adol¬ 
escents* coping abilities. 

American youth use "disengagement* as 
a major coping mechanism. Do American 
child rearing practices which aim at early 
individuation and separation as healthy 
models for development lead to a generation 
of youth who have reduced cmpathic rela¬ 
tionship with others, and consequently have 
emotional distancing as an acceptable coping 
style? * Disengagement’ may be an effective 
mechanism for very difficult and exceptional 
situations but may not be for day-to-day 
living. The study also emphasises that 
focusing on individual problems alone is not 
enough and dealing with the system is also 
equally necessary. 

The Filipino study highlights the need for 
direct counselling on being culturally more 
appropriate, and that it should be indi¬ 
genously oriented and applicable toeconomic 
needs of the adolescents and their families. 
Such illustrations from other countries would 
have enhanced the richness of the book. 
Venezuelan youth have altruistic tendencies 
and are portrayed as trying hard to cope and 
seeking help from teachers. The study re¬ 
commends that a professional helper should 
attempt to reduce domestic difficulties. Social 
activism against TV violence and other social 
problems are seen as part of the tasks of 
professional counsellors. 

Emotion-focused and problem-focused 
coping are discussed (p 266). However these 


Aspects are notexptotod to'foeicCtoifi^rts' 
of the 13-nation study. In fact, the coping 
style is restricted mostly to help seeking 
behaviour. 

In terms of methodology the study high¬ 
lights the special needs of disadvantaged 
groups through interviews, then question¬ 
naires which have followed a fairly similar 
methodology. However, further details of 
the narratives in terms of stressors, micro¬ 
analysis of coping styles, nature of help 
obtained in each of the countries would have 
added to the robustness of the book. The 
uniform approach which is open-ended and 
simple may also have added to loss of 
information as in the case of low frequency 
reporting of sexual matters, though consi¬ 
dered an important adolescent preoccupation. 
The study demolishes several myths. For 
example, the very existence of "adolescent 
turmoil’ is questioned. Yet another western 
notion that advantaged western youth have 
a predilection towards "active coping' and 
that poverty groups for "passive coping' 
resulting in vicious cycle of disadvantage, 
is not supported by the study. 

The best section is the last chapter which 
provides insights into external factors such 
as socio-economic background, nationality, 
minority status and gender. The chapter 
discusses the implications for a multinational 
approach to counselling of adolescents, in 
addition to the classical approach. It is 
recommended that the approaches (i) should 
be eclectic and flexible to meet the needs 
of different peoples, (ii) should have special 
responsibility as advocate for the poor and 
downtrodden, wherever they exist, and 
(iii) should develop a preventive approach 
that emphasises coping (system theory ap¬ 
proach). 

The authors finally propose a multinational 
counselling model for 21st century, which 
deals with expected roles of helping pro¬ 
fessionals, need for multidisciplinary work 
with social workers, health professionals, 
teachers and significant others. In sum, the 
defined role of a professional counsellor of 
western mould cannot reach out to adol¬ 
escents. They also need to be social activists 
working in a complex system with flexible 
and eclectic techniques to fulfil the needs 
of the 21st century. 
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SPECIAL ARTICLES 


Better Resource Management for 
Poverty Alleviation 

BBVohra 

Although there are many reasons for our poverty - over-population , illiteracy , disease and social backwardness , 
to name only a few - one of the most important is the sub-optimal use that is being made today of our natural resources 
of land and water , which constitute between them the country's basic production apparatus and life support systems 
Situated as we are , there can be no question of our ever being able to overcome poverty unless we can make very 
quick and substantial progress on this front. 

An attempt has been made in this paper to outline the present disarray in the field of resource management , to 
view it in its historical setting and to suggest how it may be possibly remedied before the point of no return is reached. 


I 

Current Scenario in Land 
Management 

ACCORDING to the latest Land Use 
Statistics (LUS), the 304.9 million hectares 
(mh) of the country's geographical area for 
which information is available are being 
used as follows: 

(mh) 


1 Area under non-agricultural uses 

21.2 

2 Barren und uncultivable lands 

19.7 

3 Net area sown 

142.2 

4 Forest lands under good tree cover 


(40 per cent density and above) 

38.6' 

5 Miscellaneous tree crops and groves 3.7 

6 Forest lands under poor tree cover 

29.3= 

7 Cultivable wastelands 

15 0 

8 Current fallows 

13.8 

9 Old fallows 

9.6 

10 Permanent pastures and grazing 


grounds 

11.8 

Total 


1 As per the latest statistics of the 

Forest 

Department. 



2 Arrived at by deducting the area under good 
forests (SI No 4 above) from the total area 
under forests, i e, 67.9 mh. 


An analysis of the above figures reveals 
that 

(a) If items 1 and 2 are excluded from 
consideration the total land resources of the 
country that possess any potential for biotic 
production are no more than 264.0 mh. 

(b) Assuming that items 6 and 10 are more 
or less bereft of vegetal cover - which would 
be a fair assumption to make - the maximum 
area that can be considered as ‘wastelands* 
is the sum of items 6 to 10. This comes to 

79.5 mh, which is almost one third of264 mh. 

(c) This however does not mean that the 
remaining area of 184.5 mh (264 mh minus 

79.5 mh) is in good health. According to the 
LUS the total extent of lands that suffer from 
degradation, to a greater or less degree, is 
175 mh. Since this figure obviously includes 
wastelands, it follows that the area of lands 
that are still productive but are suffering 
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from degradation is 95.5 mh (175 mh minus 

79.5 mh). 

(d) It also follows that this area of 95.5 mh 
must necessarily be a part of the 142.2 mh 
of lands that are under agriculture. This 
means that nearly two-thirds of our agricul¬ 
tural lands 2 re sick to some extent or another. 

(e) The above picture would change 
somewhat if the figure of 175 mh is found 
to include item no 2. However the broad 
picture would still be that nearly two-thirds 
of our total land resources are suffering from 
degradation, of which about 50 percent have 
undergone such degradation that they have, 
for alt purposes, ceased to be productive. 

There has been a great deal of confusion 
regarding the extent of wastelands in the 
country. This has been caused by, firstly, the 
fact that different authorities have adopted 
different definitions of ‘wastelands’ and, 
secondly, by their failure to distinguish 
between lands that are so badly degraded 
that they have gone out of production and 
those that are still in production although 
they are suffering from degradation to some 
extent or the other. It would obviously not 
be appropriate to describe the latter category 
of lands as 'wastelands’ - ‘degraded lands’ 
would be a more scientific appellation for 
them. 

Altogether too much fuss has been made 
in recent years ever the determination of the 
exact extent of wastelands and of their exact 
location. Since the country's readiness to 
deal with this problem is still at a rudimentary 
level, common sense demands that we should 
not get lost in such essentially peripheral 
matters but start work on the amelioration 
of sick lands in right earnest on the basis 
of the knowledge that is already available 
in ample measure in every affected village. 

It may be noticed that the land suffers 
basically from only two major ailments - 
denudation and erosion, which results in the 
loss of the top-soil through the action of 
water and wind, and waterlogging which 
results in the salinisation of the soil. 
According to available estimates, of the 175 


1996 


mh of degraded and wastelands that the 
country possesses, around 150 mh suffer 
from erosion of the top-soil and its attendant 
ills (such as floods and gully formation, etc) 
and around 25 mh from waterlogging and 
salinisation. Of the lands subject to erosion, 
around 125 mh suffer from water erosion-; 
and around 25 mh from wind erosion. 

There is no doubt that lands subject to 
erosion constitute the biggest single threat 
to the country’s economy. For not only do 
such lands suffer an increasing loss of 
productivity because of the progressive loss 
of the fertile top soil but they also contribute 
to the loss of a great deal of priceless sweet 
water by way of excessive nin-off along 
denuded slopes. This run-off, loaded as it 
is with soil, also causes a great deal of! 
damage - by contributing to the causation] 
of floods and the premature siltation of river | 
beds, tanks and reservoirs - before it reaches 
the sea. And since a large part of the water 
could, under better conditions of land 
management, have been retained either as 
soil moisture (so vital for rainfed agricultural 
lands) or as ground water (which is the 
mainstay of the country’s irrigation 
infrastructure today) its loss is a major reason 
for droughts. Floods and droughts are indeed 
two sides of the same coin of poor lane 
management and both can be moderated 
very substantially by preventing excessive 
soil erosion. 

Our record in tackling problems ol 
denudation and soil erosion has unfortunate!) 
been most unsatisfactory and wasteful o 
money. Although soil conservation scheme! 
for agricultural lands have been on the scent 
for nearly half a century, they have failed 
to make any significant dent on the problcn 
on account of their having disregarded tin 
‘complete mini-watershed’ principle. As i 
result, excessive run-off from denuded fores 
lands that are almost invariably situated ii 
the higher reaches of watersheds has cause! 
great damage to the terraces and bunds oi 
agricultural fields, particularly because sud !y 
bunds are not correctl y aligned along contou| 
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tines but built along MA boundaries. This 
basic flaw is common to all the other schemes 
- such as the DPAP, DDP, RVP, FRRP, 
NWPRA, JRY (in part) EAS and EGS (in 
part) and the 1WDP - which aim essentially 
at soil and water conservation and explains 
why they too have not succeeded in their 
objectives. 

The financial loss that the country has 
suffered as a result of this circumstance has 
never been computed but it must be very 
considerable, considering that some Rs 2,000 
crorc have been spent on the DPAP and DDP 
alone since their inception. This is indeed 
a matter for great concern. 

Our record in tackling problems of 
waterlogging and salinisation is equally poor. 
We have just not taken any notice of these 
problems. As the Eighth Plan document 
admits, there has so far not been even a 
systematic survey of the extent and location 
of lands that are affected by this malady. 

II 

Current Scenario in Water 
Management 

Since the soil, however well-endowed it 
may be, is incapable of any biotic production 
in the absence of moisture, the management 
of water lies at the very heart of land 
management. 

Although the total precipitation received 
by the country as a whole is around 350 
million hectare metres (mhm) per annum, 
which is theoretically capable of placing its 
entire land surface under around 115 cm of 
water, this resource must be treated as a 
scarce resource because of, firstly, its highly 
uneven spread in space as well as in time 
and, secondly, the steadily increasing 
demands that are being made on it not only 
by agriculture but also the industrial and 
domestic sectors. 

As in the case of all scarce resources, the 
management of water demands that special 
attention should be paid, firstly, to its 
conservation to the maximum possible extent 
and, secondly, in the present context, to its 
Optimal use for agricultural production. A 
third requirement is that in no circumstances 
whatever should this annually renewable 
resource be allowed to damage the non- 
lenewable resource of the soil which it is 
meant to serve. 

An overview of the water management 
scenario in India reveals that our traditional 
policies have proved to be seriously deficient 
on all these three counts and, therefore, need 
to be reviewed urgently. 

As far as conservation is concerned, the 
traditional policy has been to rely on the 
creation of surface storages, whether big, 
mediumor small. It is estimated that between 
1950and 1995 we havespent over Rs 50,000 
crorc on such projects and created a storage 
capacity of around 20 million hectare metres 
(mhm). An idea of the scale of investment 


in this Add can be obtained from the fact 
that during the Eighth Plan we shall be 
spending around Rs 27,500 crore on this 
sector, or about Rs 5,500 crorc per annum. 

However, we have clearly come to a dead 
end on this route as investments in surface 
projects have latterly shown unmistakable 
signs of becoming unproductive. Thus, an 
investment of Rs 11,107 crore on major and 
medium (M and M) projects during the 
Seventh Plan has, according to the ministry 
of water resources' (MWR) own figures, not 
only not resulted in the creation of any 
additional potential but has resulted in the 
loss of 0.6 mh of even the potential that 
existed at the end of the Sixth Plan. Consider¬ 
ing that the Seventh Plan had envisaged the 
creation of an additional potential of 4.3 mh, 
the net loss of planned potential that took 
place between 1985 and 1990 amounted to 
4.9 mh, the replacement value of which at 
current prices would be well in excess of 
Rs 30,000crore. This is an extremely serious 
development indeed, all the more so because 
no explanation has so far been offered by 
the MWR as to how it took place. 

The track record of small surface projects 
has, if anything, been even worse. According 
to the LUS, the net area served by such 
projects declined from 8.2 mh in 1961 to 
6.8 mh in 1989 in spite of the fact that around 
Rs 6,000 crore were invested in them during 
the intervening 28 years. However, in this 
•case the reason behind the debacle is known. 
It lies in the premature siltation of reservoirs 
which, being much smaller than those of the 
M and M sector, go out of operation so much 
more quickly. 

In view of these developments, the time 
has obviously come to reconsider our 
traditional approach to the problem of 
conserving water and to turn to the only 
other option available to us, namely, the 
storage of water mainly in the form of soil 
moisture and ground water - within, rather 
than on the surface of, the country’s land 
mass. Not only is this option incomparably 
cheaper but it also involves no high 
technology and has proved to be a great 
success wherever it has been adopted. It 
consists basically in reducing the run-off of 
water to the sea by creating biotic as well 
as engineering impediments to the free flow 
of water along slopes so that it may get a 
better chance to percolate into the soil and 
sub-soil strata. The restoration of permanent 
vegetal cover, whether of grasses or trees, 
on all denuded lands - as far as possible 
through natural regeneration - the 
construction of innumerable small weirs, 
check-dams and small tanks across all 
drainage lines in all micro-catchments and 
the treatment of all erosion-prone agricultural 
lands for the conservation of both soil and 
water constitute the key elements of this 
alternative strategy. 

Cotnmon sense demands thatanation wide 
programme for soil and water conservation 


should be given ttieMghest possibleprkmty 
for a variety of reasons. It would, in the first 
place, help to reduce run-off losses and 
increase the availability of water in the form 
of soil moisture and ground water or water 
stored in countless small tanks and ponds. 
The enhancement of soil moisture would be 
particularly beneficial for our rainfed 
agricultural lands which account for nearly 
two-thirds ofthe total land under cultivation. 
The storage of water in village tanks and 
ponds would not only be of great benefit to 
local communities, but would also help in 
the replenishment of ground water. It may 
be noticed here that ground water not only 
accounts for more than 50 per cent of the 
total area under irrigation, but is also around 
100 per cent more efficient than canal water 
in terms of productivity per hectare. This is 
indeed the reason why it is in such great 
demand on the part of fanners who can 
develop it quickly and easily with their own 
resources, assisted by bank loans, wherever 
necessary. 

In the second place, such a programme 
would help in controlling the premature 
siltation of reservoirs and tanks - which in 
moM cases are irreplaceable - and in 
moderating floods by reducing the quantity 
of water and top-soil that rivers have to carry 
at peak periods, and by protecting their 
carrying capacity against siltation. In the 
third place, the return flow of water that 
takes place from fully charged ground water 
aquifers into springs and rivers during the 
lean season would also help to mitigate 
droughts. 

The wisdom of conserving water mainly 
within the land mass and in nature’s own 
way rather than in man-made reservoirs 
becomes apparent when we consider the 
great difficulties that the MWR has 
encountered in putting to actual use the 
irrigation potential created by surface 
storages. Thus, in the M and M sector, the 
total potential created between 1950 and 
1990 Was 20.2 mh of which, according to 
the ministry’s own claim, only 15.8 mh had 
been utilised by 1990, thus revealing an 
unutilised gapof4.4mh. However, according 
to the LUS, which command much higher 
credibility, the unutilised gap in 1990 was 
as big as 9 mh. 

The above analysis shows that our 
traditional policies have failed significantly 
from the point of view of both the 
conservation of water and putting it to good 
use. The continued failure on both these 
counts is reflected by the unbelievably high 
level that the cost of irrigation has reached 
- as distinguished from the cost of merely 
creating potential which is of no use to 
anybody till it has been actually put to use. 
Thus, according to theLUS,the net additional 
net area that was brought under irrigation 
in the M and M sector during the Seventh 
Plan was only 0.262 mh. If the total outlay 
of Rs 11,107 crore is divided by this figure. 
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irrigation through the M andM route during 
1985r90 works out to an incredible Rs 4.24 
lakh per hectare. 

The very great scope that exists for 
conserving water within the Indian land 
mass is indicated by the fact that around ISO 
mh (or nearly one-half of the country's land 
surface) suffer from soil erosion and would, 
if treated appropriately, be able to reduce 
run-off losses very substantially. The broad 
picture today is that, of the 3S0 mhm of 
precipitation that we receive annually, around 
160 mhm arc lost to the sea as river flows, 
around 20 mhm are stored as surface water, 
around 125 mhm as soil moisture and around 
45 mhm as ground water. Empirical data 
compiled by the ICAR - on the basis of 
experiments carried out over 20 years in 
micro-watersheds in all parts of India - 
suggests that a nationwide programme of 
afforestation and soil and water conservation 
may well be able to reduce present run-off 
losses by 25 per cent or say 40 mhm and 
increase the quantity of water held as soil 
moisture and ground water to that extent. 
Needless to say, such a development would 
change the face of the country. 
r We have also failed badly on the third 
count and permitted water to damage the 
land in two ways. In the first place, thanks 
to our failure to save a large part of the 
country * s total land surface from denudation 
and erosion, we have allowed large quantities 
of the top soil to be displaced, year after year, 
as a result of the action of rain water. Way 
back in 1972, the quantity of top soil so 
eroded was estimated to be 6,000 million 
tonnes per annum - today the loss must be 
at least double this amount. It must be 
appreciated (hat such losses not only result 
in the progressive degradation of the lands 
affected by reducing their fertility levels - 
because the topsoil is the most fertile of all 
soil strata - but also contribute to considera¬ 
ble damage in downstream areas by way of 
floods, to which around 40 mh are still 
vulnerable. 

In the second place, we have, through our 
almost complete neglect of the problems of 
drainage, waterlogging and salinisation of 
the soil, allowed large quantities of once 
fertile lands to be lost to production. 
According to the latest available estimates, 
the area affected by these maladies increased 
from 14 mh in 1981 to 17.6 mh in 1985, 
thus registering a growth rate of 0.9 mh per 
annum. Assuming that the same growth rate 
has prevailed during the last decade, the area 
affected in 1995 should be around 27 mh, 
a large part of which is almost certainly 
situated in canal commands. This is a very 
serious matter indeed, considering that unlike 
the control of erosion, which can be achieved 
at an average cost of around Rs 4,000 per 
hectare, the amelioration of waterlogged and 
saline lands requires much larger outlays - 
of the order of Rs 30,000 to Rs 40.000' per 
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drainage, is an expensive proposition. 

In view of the above analysts, a thorough 
revamping of existing policies in water 
management has become unavoidable. Such 
a review must take particular note of the 
following considerations: 

(a) Further investment in the creation of 
fresh potential in the surface irrigation sector 
must be suspended and all available resources 
should be diverted towards the utilisation of 
the very substantial potential that has been 
already created but not used. 

(b) The working of existing canal systems 
must be improved so as to increase their 
productivity in terms of yields per hectare. 
Once this is done, irrigation rates, which are 
at present inordinately low, can be raised so 
as to prevent the loss of some Rs 3,000 crore 
per annum on maintenance and operational 
costs alone. 

(c) Special attention must be paid to the pro¬ 
blem of waterlogging and salinisation which 
has received almost no attention so far. 

(d) Existing flood protection policies - which 
aim at dealing with the symptoms of the 
disease rather than its real cause, viz, poor 
land management - must be revised in favour 
of policies aimed at the prevention rather 
than the control of floods, through dykes 
and bunds. 

(e) The predominant position attained by 
ground water in the Held of irrigation must 
be recognised and the management of this 
resource strengthened. The replenishment 
of this resource must be assisted through 
natural means such as belter land 
management as well as through artificial 
recharge, and it must not be treated as a 
source of only ‘minor irrigation'. 

The point to note is that, as in the field 
of land management, so also in the field of 
water management, our existing policies are 
highly unsatisfactory and are the cause of 
very substantial losses to the government 
and damage to the economy. It is also clear 
that the key to better water management lies 
essentially in improved land management, 
through the control of denudation and soil 
erosion across the length and breadth of the 
country. 

Ill 

Nexus between Poverty and Poor 
Resource Management 

No attempt has ever been made - by an 
establishment that the late Sudhir Sen. 
eminent economist and author, used to 
describe as resource illiterate’ - to quantify 
in monetary terms the losses that the economy 
is suffering as a result of poor resource 
management. However, there can be little 
doubt that these are of the most serious 
proportions. 

Even if it is assumed, on a most 
conservative basis, that our 175-odd mh of 
degraded lands are intrinsically capable, if 
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wealth * whether in the shape of crops or 
fruits or timber or fuel or even mere grasses. 
- worth on an average around Rs 10,000 per 
hectare, the loss that is being sustained by 
the country works out to around Rs 1,75,000 
crore per annum. However, even this figure 
will prove to be an underestimate if we also 
take into account the tremendous damage 
that is being caused to irrigation systems by 
the premature siliation of reservoirs and 
tanks and by the damage caused by floods 
and droughts. 

It may be mentioned in this connection 
that while very large numbers of small 
reservoirshave already gone out of operation 
on account of premature siliation, many of 
our bigger ones are also getting silled up at 
rates that are 4 to 16 times higher than those 
assumed at the stage of project formulation 
(it is a different matter that such siliation 
takes time to show up). As far as floods are 
concerned, the Eighth Plan document says 
that 40 mh of our land surface are flood- 
prone and that the area affected annually is 
on an average about 7.7 mh. On an average, 
over 1,400 lives are lost every year and the 
damage caused to crops, homes, cattle 
and public utilities between 1953 and 1987 
was nearly Rs 27,000 crore. Information 
regarding expenditure incurred on meeting 
drinking water requirements during droughts 
is not readily available but is known to be 
substantial. 

Another way of appreciating the economic 
consequences of poor resource management 
would be to put a price tag on both sweet 
water and the topsoil, and to stop looking 
at these resources as if they were free and 
inexhaustible gifts of nature. As far as water 
is concerned, it is known that it has cost us 
around Rs 50,000 crore to create a storage 
capacity of around 20 mhm. What this means 
i s that i f a systematic and effect! ve nut ionw idc 
programme for the conservation of sol I - and 
therefore also water - succeeds in reducing 
run-off losses by 25 per cent or by 40 mhm, 
we shall have obtained an advantage, in 
money terms. o( something like Rs 1,00,000 
crore per annum. 

As far as the fertile topsoil is concerned* 
there is really no way of pricing it, because 
it is not merely a collection of chemicals and 
plant nutrients but an almost living medium 
that teems with micro-organisms whose 
variety and complexity continues to baffle 
scientists. And since it takes nature hundreds 
of years to build an inch of the topsoil, it 
is for all purposes a non-renewable resource. 
However, even if we assume for it a price 
of only Rs 100 per tonne and also assume 
r which is very likely - that the current rate 
1 ^displacement of the topsoil due to erosion 
is around 10.000 million tonnes (mt) per 
annum (up from around 6,000 mt in 1972), 
the annual loss suffered by the economy on 
this account would be around Rs 1,00.000 
ernre' 
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country is paying extremely heavily for Us 
Mure to manage its natural resources 
ffdperly and that this is one of the prime 
reasons for its poverty. The enormous but 
entirely avoidable losses that are taking place 
as a result of deforestation, soil erosion, 
excessive run-off and the continued neglect 
of problems of waterlogging and salinisation 
can indeed be likened to an uncontrolled 
haemorrhage in a patient who is already 
severely debilitated. 

It may be also mentioned in this connection 
that, in a predominantly agricultural country 
like ours, it is not correct to make too fine 
adistinction between rural poverty and urban 
poverty. For the latter is merely an offshoot 
of the former and is to a large extent due 
to the exodus of the rural poor into urban 
areas in search of employment. Urban poverty 
will get automatically reduced once this 
influx first ceases and then goes into reverse 
gear as economic conditions begin to improve 
in rural areas. 

The need of the hour is to recognise that 
if we are at all serious about combating 
poverty - poverty that has become a national 
disgrace for a country that can rightfully take 
pride in its achievements in so many other 
fields - there is no better strategy than to 
make a frontal and determined attack on all 
aspects of poor resource management. The 
surplus labour available in rural areas must 
be harnessed and systematically converted 
into permanent productive assets through 
extensive soil and water conservation and 
drainage works, the lining of canals and 
water channels, desilting operations in small 
tanks, canals and river beds, the raising of 
plantations of various kinds (including 
horticulture) and other allied activities. 

Better resource management must indeed 
form the bedrock of all our plans for rural 
development and employment and replace 
the confusing medley of wasteful and unco¬ 
ordinated schemes that operate in the field 
today under the aegis of many different 
departments which work in watertight 
compartments, so to say. And if infructuous 
expenditure and disappointments are to be 
avoided, it must be undertaken in a holistic 
and not a narrowly sectoral manner. The 
mini-watershed must be adopted as the 
unit for planning as well as implementation 
of all programmes of land improvement 
And the resources, both financial and 
Human, of all departments concerned, such 
as forests, horticulture, agriculture, soil 
conservation, minor irrigation, drainage and 
rural development, etc, must be brought 
together at the field level to ensure the best 
possible time and at the minimum possible 
cost. 

All this is easier said than done, considering 
that departmental loyalties and mind-sets 
mo still fiercely exclusive. But hope lies in 
the fact that with the coming in of panchay ati 
nty, all development agencies will necessarily 


haveto yield foco-onlfotedonatche hands 
of zilla parishads, Mode samities and even 
gram panchayats. Hope also lies in the 
emergence of increasingly active and 
knowledgeable NGOs in the field of rural 
development and resource management. 
Above all, there are the .living examples of 
villages like Ralegaon Shindi and Sukho 
Majri, which have transformed their 
economies dramatically by achieving the 
fullest possible utilisation of all local 
resources of land and water, to inspire other 
village communities to adopt similar 
approaches, and force government 
organisations, howeverrecalcitrant they may 
be, to fall in line with the need of the hour. 

IV 

Wastelands Development: 

A Flawed Concept 

In hindsight it is clear that while the 1985 
decision to give special importance to the 
problem of wastelands was well-intentioned, 
it was not based on a proper appreciation 
of the overall situation in the field of resource 
management. It represented, in fact, an overly 
simplistic approach to a problem of great 
complexity and betrayed the preoccupation 
of its authors with degraded forest lands 
alone. 

While announcing the setting up of the 
National Wastelands Development Board 
(NWDB). Rajiv Gandhi mentioned that 
“continuing deforestation has brought us 
face to face with a major ecological and 
socio-economic crisis”. Thi s observation was 
no doubt correct, but only partially so, 
because it completely ignored the part played 
by non-forest lands in bringing about the 
crisis in question. What the then PM failed 
to appreciate was that although degraded 
forest lands represented a most serious 
problem, they accounted, all said and done, 
for only 30-odd mh out of the total of around 
80 mh that are wastelands, and represented 
an even smaller proportion of the country's 
total degraded area of 175 mh, which must 
be held responsible as a whole for the mess 
that we find ourselves in. 

The fact that the notification setting up the 
NWDB talks of the need for a “massive 
programme of afforestation and tree planting” 
- obviously on forest wastelands alone - 
and makes no mention of the existence of 
around 25 mh of wastelands that have been 
created by waterlogging and salinisation 
also shows what an inexcusably narrow 
view was taken at that time of the problem 
of wastelands. 

The failure of the NWDB was mainly due 
to the inability of the forest departments in 
the states to work in close co-ordination with 
other agencies concerned with non-forest 
wastelands in taking up cost-effective 
programmes in accordance with the 
'complete mini-watershed* principle. The 
Eighth Plan document (1992) is explicit on 
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programmes for wastelands development 
have tended to remain inadequate is the lack 
of co-ordination between the Forest 
Organisation which is the implementing 
agency in most States and other departments 
like Agriculture, Horticulture, Soil 
Conservation, Minor Irrigation and Rural 
Department (para 4.14.13). 

The existing wastelands development 
schemes generally are not based on integrat¬ 
ing the control of run-off rain water for 
reducing erosion, soil and water conservation 
and water harvesting (para 4.14.14). 

It was no doubt the disappointing 
performance of the NWDB that led the 
government in 1992 to move it out of the 
purview of the ministry of environment and 
forests (MEF) and place it in the ministry 
of rural development (MRD), where a special 
new department of wastelands development 
(DWD) was created to host it. However this 
move, which was obviously intended to 
provide the NWDB with a new image and 
a new sense of purpose, lost much of its 
significance when, following the MEF’s 
reluctance to part with its jurisdiction on 
‘forest wastelands*, it was decided to entrust 
the NWDB. as well as of course the DWD, 
with responsibility only for 'non-forest 
wastelands'. Both these organisations thus 
became misnomers and the former emerged 
weaker than before as a result of this 
administrative reform. 

The present scenario in wastelands 
development is depressing in the extreme 
because while there is just no talk of 
wastelands that are suffering from 
waterlogging and salinisation, even the 
responsibility for attending to denuded 
wastelands has been split between two 
ministries and there is as yet no institutional 
arrangement for bringing them together so 
that they may follow the 'complete mini- 
watershed* approach on the ground. It is 
necessary to remember in this connection 
that since forest wastelands and non-forest 
wastelands are inextricably juxtaposed in 
most situations, neither of these can be tackled 
alone in a cost-effective manner under the 
existing administrative arrangements. 

However this is by no means the end of 
the story. For even if we were to correct this 
anomaly by once again creating a unified 
agency for dealing with both.forest and non¬ 
forest wastelands, and even if we were to 
also place responsibility for the reclamation 
of waterlogged and saline lands squarely on 
such an agency, the case for treating 
'wastelands development’ as a separate 
subject by itself would still be untenable. For 
such an approach would necessarily push 
the problem of the 95-odd mh of degnaied 
agricultural lands further into the 
background. This would be a great tragedy 
because contrary to popular belief the 
department of agriculture's schemes for the 
conservation of soil and water on eroding 
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violation of die 'complete mini-watershed' 
principle. 

Considering that prevention is better than 
cure, and that wastelands are out of 
production in any case, the protection of 
degradation-prone agricultural lands against 
further deterioration merits obviously much 
higher priority than the amelioration of the 
former. This means that we should start 
worrying a little less about wastelands, but 
a little more about degraded lands which, 
if they are not saved in time, may also get 
slowly converted into wastelands. 

There is yet another consideration. If we 
cannot afford, any longer, to ignore the 
urgent need of wastelands for attention and 
the even more urgent need of degraded lands 
for attention, can we continue to be 
complacent with regard to the dangers of 
depletion and deterioration faced by lands 
that do not belong to either of these categories 
and are believed to be in good health? Such 
lands are around 89 mh (264 minus 175) in 
extent and comprise around 39 mh of good 
forests and around 59 mh of good agricultural 
lands. 

* A little thought would show that placed 
as we are, it would be dangerous to be 
complacent about our non-sick lands. As far 
as our remaining good forests are concerned, 
it is common knowledge that these continue 
to be exploited illegally. Veerappan in the 
south and functioning plywood factories in 
the north-east are proof enough of this fact. 
It is necessary to mention in this connection 
that it would not be prudent to rely overmuch 
on satellite imagery for information regarding 
areas under good forest cover. For one thing, 
even if the density of a good forest comes 
down from 100 per cent to 40 per cent as 
a result of moneycombing and selective 
felling, it will continue to be shown as a 
forest with 'good tree cover’. For another, 
the rapid natural spread of "ProsopisjuUflora ’ 
on large open tracts in many parts of the 
country can also create the impression that 
the area under forests is not diminishing. 

As far as our good agricultural lands are 
concerned, they are almost entirely under 
irrigation and as such are susceptible to the 
threat of waterlogging and salinisation. They 
are also often double, or even triple, cropped 
and receive large applications of inorganic 
fettilisers and pesticides which can, over the 
long run, damage the soil. Good agricultural 
lands can also suffer depletion by being 
thoughtlessly diverted to non-agricultural 
uses such as farm-houses for the rich. It is 
necessary to remember in this context that 
the per capita availability of agricultural 
lands which stood at 0.48 hectare in 1951 
is expected to go down to 0.14 hectare in 
the year2000. It would therefore be desirable 
to keep a special eye on the health of such 
lands and save them from damage or 
shrinkage. 


attention to wastelands needs to bediscarded 
in favour of a broader approach that will 
cater to the needs of land management in 
all its aspects. This means that, instead of 
a department of wastelands development, 
we should have a Department of Land 
Resources and that instead of a so-called 
NWDB that is concerned with the health of 
only around 50 mh of non-forest wastelands 
(but is paying no attention to problems of 
waterlogging and salinisation) we must have 
an apex body like the Central Land Use 
Commission that the government had decided 
to create in 1974 but has not so far been able 
to bring into being because of a general lack 
of interest in this subject. Both these bodies 
must naturally accept responsibility for all 
problems relating to the country’s land 
resources in their totality, no matter whether 
they are classified as forest lands or non¬ 
forest lands, as public lands or private lands, 
as healthy lands or sick lands and in case 
of the latter, whether they suffer from erosion 
or waterlogging. 

V 

A Record of Apathy 

Our rather casual approach towards 
problems of resource management becomes 
evident when we consider the manner in 
which we have thrown away some very good 
opportunities for tackling them effectively. 
The first opportunity was presented by K M 
Munshi’sclarioncallin 1952for the greening 
of the country through a massive tree-planting 
programme aimed at placing one-third of the 
country’s land surface under tree cover. 
However, instead of getting down seriously 
to the work of converting this grand vision 
into a solid reality, a cynical establishment 
quietly turned it into a meaningless annual 
ritual for the ceremonial planting of trees by 
VIPs. As a result, 40 years later not 33 per 
cent but only around 13 per cent of the 
country’s land surface can claim to be under 
good tree cover. 

The next opportunity came in 1973 when 
Indira Gandhi approved a bold suggestion 
that the centre should assume greater 
responsibility for the care of the country’s 
total land resources and create a nodal 
authority for this purpose. In a historic minute 
dated December 29, 1973 she observed, 
inter alia, as follows: 

Based on our experience of soil erosion, 
droughts and floods and their increasing 
financial liability, a large part of which had 
to be borne by the Centre, the paper[*] 
argues in favour of the creation of a central 
land commission. I am ifl broad sympathy 
with its approach and feel that we can no 
longer afford to neglect our most important 
natural resource. This is not simply an 
environmental problem but one which is 
basic to the future of our country. The stark 
question before us is whether our soil will 


of one billion by the end of this century with 
higher standards of living than now prevail. 
We must have long-term plans to meet this 
contingency (emphasis added.) 

Indira Gandhi considered this matter to be 
of such urgency that she asked her minister 
of planning to examine, within a period of 
two months, how the proposed commission 
could be set up. However, while all the 
necessary motions were gone through, the 
proposal was ultimately allowed to die a 
slow death, ostensibly on the legalistic ground 
that land management is a state subject 
The centre contented itself with a 
recommendation to the states that they should 
take up the work of land management in 
their own territories through state land use 
boards. But in the absence of an apex body 
at the centre to provide the necessary 
leadership and backing in a new field of 
activity, such boards as do exist have proved 
to be singularly ineffective. 

It is interesting to note that the National 
Commission on Agriculture (1976) also gave 
its full support to the proposal for the setting 
up of a central land commission in words 
which deserve to be quoted: 

No specific agency of the government was 
charged till the end of the Fourth Five-Year 
Plan with the responsibility for the proper 
use of the land. It was, however, soon realised 
that such a state of affairs where this 
important basic resource has no known 
custodian of its interests cannot be allowed 
to continue. Fully realising the urgency of 
the problem, it has recently been decided 
that the existing vacuum in policies, 
organisations and programmes relating to 
land and soil management should be filled 
on an urgent basis... At the national level. 
it is proposed to have a central land 
commission which will be charged with the 
overall responsibility for all matters relating 
to the assessment and optimum management 
of the country’s land resources. We fully 
support these measures (emphasis added.) 
Four years later, in 1980, the N D Tiwari 
Committee on the Environment revived the 
proposal for the setting up of the central land 
commission but to no avail. This committee 
recommended that while a full-fledged new: 
department should be set up to look after ! 
the environmental problems of the country, 
the subject of proper land management was 
so important that it deserved to be looked 
after by a central land commission which 
should serve as a "policy-making, co¬ 
ordinating and monitoring agency for all: 
issues concerning the health and scientific 
management of our land resources”. 
However, while the former recommendation 
was immediately accepted and implemented 
before the year was out. no action was taken 
on the latter. Clearly, there was as yet no 

I*] *A Charter for the Land’ by B B Vohra* 
Economic and Political Weekly , March 31, 
1973. 
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;■ political will to place die management of our 
;'i„ land resources on a sound footing. 

; r The Sixth Plan document (1980) also made 
' a strong plea for better land management in 
, terms which are as valid today as they were 
■ 15 years ago: 

The tosses which the country is hearing on 
I account of the continued degradation of its 
land resources are of staggering dimensions 
and constitute one of the important threats 
to our economic progress... The country can 
hope to achieve a continuous improvement 
in agricultural production only if the 
problems of land degradation are tackled 
with the utmost vigour. Such an effort, though 
gigantic hy any standards is. however, 
inescapable if the country's agricultural 
future is to be assured. Considering that 
even after all possible steps are initiated 
immediately, it wilt be years before results 
begin to show and that further massive 
damage will inevitably continue during this 
period, there is absolutely no room for 
complacency on this front (emphasis added.) 
These fine sentiments were however only 
; in the nature of lip-service to the cause 
because they were not matched by any 
1 significantly larger allocations for better land 
' management during the Sixth Plan period. 
Hopes for a better deal for the land were 
revived once again in early 1985 when Rajiv 
: Gandhi warned the nation of the serious 
“ecological and socio-economic crisis*’ it 
faced and set up, along with the ill-fated 
NWDB, the National Land Use and Conser¬ 
vation Board (NLUCB) with responsibilities 
which were more or less in line with what 
had been earlier envisaged for the proposed 
central land commission. However, the 
NLCUB proved to be stillborn, thanks mainly 
to its curious constitution - this bloated, 32- 
member body possessed no whole-time 
members at all. Unbelievable as it may seem, 
even its part-time member-secretary was 
located in a ministry different from that of 
the part-time chairman, and was therefore 
not accountable to him in any manner. 

With such a track record behind us, it is 
difficult to be sanguine about the future. 
However, regardless of what has happened 
in the past, it is incumbent on the centre at 
this critical juncture to realise the gravity of 
the situation and treat land management as 
the core item of an agenda for national 
'survival, it would also be useful to place this 
subject above party politics and hold urgent 
consultations with all important political 
parties on how it should be approached. 

' The present arrangements - under which 
the agriculture department is supposed to be 
Responsible for only eroding agricultural 
; lands, the ministry ot water resources for 
5 only command area development and for the 
Control of floods and waterlogging, the 
department of forests for only forest lands 
and the rural development department for 
only community and revenue lands and area 
4tvglopmcnt programmes - arc thoroughly 
Irrational and must be scrapped. 

I’jkw 


A «)tol5yearindicativeplanfor dealing 
with all aspects of land management must 
be drawn up by the centre within the shoitest 
possible time. Simultaneously, the states 
must be asked to draw up their own long¬ 
term plans and to implement them in a time- 
bound manner under the watchful eye of the 
centre. State Land Use Boards must be 
revamped and strengthened and a prestigious 
and adequately empowered Central Land 
Use Commission should be constituted to 
act as a custodian and conscience-keeper of 
the interests of the land, as a think-tank and 
repository of reliable data, as a clearing 
house for relevant information and as a 
catalyst for creating public awareness of 
what is at stake. 

VI 

Money Is Not an Important 
Constraint 

A superficial look at the magnitude of the 
problems that face us with regard to 175 
odd mh of degraded lands and wastelands 
may give the impression that huge 
investments will be required to implement 
a time-bound programme for their 
amelioration, and that lack of financial 
resources may come in the way of such an 
undertaking. 

Such fears are however largely imaginary. 
If we look at the matter a little more closely, 
we find that even if wc assume that our 150 
odd mh of denuded and eroding lands will, 
on an average, require an investment of Rs 
4,000 per hectare and that 25 odd mh 
waterlogged and saline lands will require Rs 
30,000 per hectare, the total bill will be 
around Rs 1,65,000 crorc. If the programme 
is spread over 15 years, it will demand an 
annual outlay of around Rs 11,000 crore. 

According to information collected by the 
DWD, the amounts that are presently 
available for schemes which have an 
important component of afforestation and 
soil and water conservation are as follows: 

(Rs crore per annum) 


1 Ministry of Rural Areas and 

Employment (Previously Rural 
Development) 1250 

2 Ministry of Environment and Forests 906 

3 Ministry of Agriculture and 

Co-operation 260 

4 Planning Commission 362 

5 NABARD 50 

6 State Soil Conservation Departments 341 

7 State Land Development Banks 1106 

Total 4275 


This means that the gap in resources will 
be around Rs 7000 crore per annum. How¬ 
ever, it will in fact be much smaller because 
allocations for rural development are likely 
to be increased steeply in the Ninth Plan. 

Experience has shown that wherever local 
communities have come forward to take an 
acini p.irt incontrolling grazing, and thereby 
facilitating the natural regeneration of vegetal 


cover oft denuded land*, and ift adopting 
other biotic and engineering means for 
conserving bothsoil and water, departmental 
costs have come down appreciably. Again, 
it cannot be denied that costs will also come 
down if existing leakages of funds are 
effectively plugged and schemes are 
implemented in a more efficient and cost- 
effective manner. It is pertinent to recall, 
in this connection, the well-known 
observation of Rajiv Gandhi that hardly 15 
percent of the enormous sums spent on rural 
development programmes succeed in 
benefiting the intended beneficiaries, the 
rest of the money either goes waste or into 
the wrong pockets. 

What also needs to be appreciated is that, 
thanks to our failure to plan and implement 
all soil and water conservation schemes on 
a strictly ‘complete mini-watershed’ basis, 
a good part of the investments that are now 
being made in this field prove to be infruc- 
tuous. Once these deficiencies are removed 
and all available resources are carefully 
pooled and utilised meaningfully, the entire 
position will change dramatically. The real 
problem therefore lies not in the scarcity of 
financial resources but in our present inabi¬ 
lity to utilise them to the best advantage. 

VII 

Major Tasks Ahead and Some 

Suggestions for Tackling Them 

In the paragraphs that follow an attempt 
has been made firstly, to outline the most 
important tasks that face us and secondly, 
to suggest what kind of policy and 
administrative changes will need to be made 
to tackle (hem effectively. 

Task No I: Complacency must be shed 

The record shows that there has so larbeen 
no stern political will to tackle the country's 
central problem of poverty and therefore of 
poor resource management. This in turn is 
due to the fact that the people who matter 
mistakenly believe that all is welt on the 
agricultural front because we can operate the 
PDS without having to import foodgrains. 
Unless this vicious circle is broken by a 
sustained and effective campaign for 
shedding complacency and creating greater 
awareness of the perils inherent in the 
continued neglect and mismanagement of 
ournatural resources, there is little likelihood 
of any great improvement in the situation. 

A decision should be taken to mount such 
a campaign and to make the ministry of infor¬ 
mation and broadcasting responsible for it. 

Task No 2: Soil and Water must be 

Conserved to the Maximum Possible 

Extent 

There is no question that soil erosion - 
which affects around 150 mh out of the 
country's total land area of 305 mh - 
constitutes the biggest single threat to the 
sustainability of our agriculture, as well as 
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does tt'increaslhgly reduce theproAictMty 
of the lands subjeetto erosion but also results 
in the loss to the sea of large quantities of 
priceless sweet water, in the siltation of 
reservoirs and rivers and in the aggravation 
of both floods and droughts. 

The technologies for conserving both soil 
and water are wellknown and simple in 
nature and an increasing number of villages 
(like Ralegaon Shindi) which have adopted 
them have demonstrated that these can be 
easily implemented by farmers themselves 
with only a little outside help. Denuded 
lands must be enabled to regenerate 
themselves, through the control of grazing, 
and their soil and moisture regimes must be 
improved by biotic as well as engineering 
devices, such as contour trenches, before 
thay are placed under plantations whether 
of fruit, fodder, fuel or timber. Simul¬ 
taneously, agricultural lands - which are 
almost invariably situated in the lower 
reaches of the mini-watersheds - must be 
terraced and bunded along true contour lines. 
Run-off losses must be reduced at every 
possible point in each mini-watershed by 
creating physical barriers, such as weirs, 
gallah plugs and check-dams and storages, 
across all drainage lines. Such impediments 
not only help to conserve local resources of 
rainfall to the maximum possible extent in 
the form of soil moisture, ground water and 
small storages hut also act as sill traps, and 
ensure that the water that leaves the mini- 
watershed is genuinely surplus to its own 
requirements. 

A total approach of this kind has already 
brought about dramatic changes wherever 
it has been tried and needs to he adopted 
in all parts of the country, regardless of 
whether they receive heavy rainfall, or 
moderate rainfall or little rainfall. The concept 
of zero or minimum soil loss, aimed at 
achieving the maximum conservation of both 
soil and water through biotic as well as 
engineering means needs to be popularised 
among all rural communities so that they 
may begin to take an increasing interest in 
managing their own resources. At the same 
time, all the schemes which are essentially 
aimed at soil and water conservation but are 
being carried out today under a variety of 
descriptions - such as DPAP, DDP, RVP, 
FPRY, NWDPRA, IWDP, JR Y, EAS, GGS 
- and by a number of departments, should 
be merged into a single scheme for 'soil and 
waterconservation* whichshould be squarely 
based on the 'complete mini-watershed’ 
principle. 

Such a reform will result in saving a lot 
of the expenditure which is at present being 
incurred wastefully because in the absence 
of inter-departmental co-ordination, none of 
theexisting schemes, whether of the ministry 
of E and F or of A and C or of R A and 
E, is being implemented according to the 
'complete mini-watershed* princfple. 


43oji0ithat the tot^tttoorces that are 
being invested in such srfttmes are over Rs 
4000 crore per annum this reform will result 
in great financial benefit to the country. 

It is suggested that a 15-year perspective 
national plan for the conservation of both 
soil and water and therefore for the 
amelioration of all the 150 odd mh of 
degraded lands and wastelands that are 
erosion-prone should be formulated and 
taken up for implementation not later than 
the start of the Ninth Plan. This Plan should 
be only indicative in nature and should not 
be imposed in any way on state governments. 
It is the affected villages that should be 
encouraged to draw up theirown plans which 
should then be consolidated into district and 
state plans. 

Responsibility for this ambitious 
programme should appropriately be placed 
on the ministry of R A and E which is 
responsible for the alleviation of rural 
poverty. The ministry must achieve the 
requisite co-ordination between all the three 
ministries concerned with afforestation and 
soil and water conservation schemes, if 
necessary, by obtaining orders of the cabinet 
on this all-important point. It must also 
arrange for the suitable re-orientation and 
training of all existing staff in these three 
ministries. It must also consider how it should 
reorganise itself for its new responsibilities, 
and how the existing DWD should be 
transferred to a department of land resources. 
The dissolution of both the NWDB and the 
N AEB is another matter which will need to 
be considered urgently. 

Task No 3: Reclamation of waterlogged 

and saline lands 

This is a subject that has suffered great 
neglect. So much so that even reliable data 
regarding the extent of the damage done is 
not readily available. However, as already 
mentioned above, it is very likely that in 1995, 
the affected area is as large as around 27 mh 

Sinch most such areas require to be 
provided with drainage, preferably 
underground, the cost of reclamation is very 
high - somewhere in the region of Rs 30,000 
to 40,000 per hectare. Perhaps it is this 
circumstance which has prevented both the 
department of agriculture and the ministry 
of water resources from taking an active 
interest in this matter. 

As in the case of land subject to erosion, 
a 15-ycar plan must be drawn up for 
ameliorating not only the lands that have 
already suffered damage but also those which 
are likely to face this threat in the near future. 
The responsibility for formulating and 
implementing this plan must be placed 
squarely on MWR because of its expertise 
in executing drainage works and its 
responsibility for reducing seepage losses 
from unlined canals and preventing the 
improvident use of water, both of which 
contribute to waterlogging. 


Task No 4: Containment of deserts 

It is estimated that around 25 mh suffer 
from wind erosion. These are mostly lands 
situated in the Rajasthan desert, and there are 
reports that it is slowly expanding as a result 
of the movement of sand through wind action. 

The ways of controlling the spread of 
deserts are known - they lie mostly in the 
putting up of wind barriers and shelter belts. 
A lOto 15-year plan to enclose the Rajasthan 
desert within a belt of suitable trees should 
he drawn and implemented. Simultaneously 
steps should be taken to reclaim desert areas 
by controlling grazing so that natural 
regeneration of trees and grasses may take 
place. 

Responsibility for this programme should 
be placed on the ministry of R A and E. 

Task No 5: Protection of good agricultural 

lands 

As already noticed there are only about 
50 mh of agricultural lands that are apparently 
in good health today, but are vulnerable to 
many serious threats. The health and physical 
integrity of all such lands must be carefully 
monitored and guarded as suggested above. 

Responsibility for this task should be 
placed on the ministry of agriculture. 

Task No 6: Protection of remaining natural 

forests 

The pace at which the deterioration of our 
39 odd mh of good natural forests is taking 
place is not generally recognised. Many of 
these forests arc not classified as 'Reserve 
Forests’ because of the rights enjoyed by 
local tribal populations. There are also other 
legal impediments in the way of effective 
action. 

The Veerappan incident in the south and 
the apparent ease with which the extraction 
of valuable timber continues to take place 
in the north-east show how serious the 
problem is. It is necessary to give the highest 
prionty to this matter and put a complete 
and very early end to all unauthonsed fellings 
in our remaining forests, if necessary by 
arming our foresters with enhanced punitive 
and legal powers, as well as with weapons 
wherever the situation may so require. 

Responsibility in this field should be placed 
on the ministry of environment and forests. 

TaskNo 7: Containment of coastal erosion 

This is another area of great neglect which, 
considering the length of our coastline, can 
be the cause of great damage along 
uninhabited reaches without the government 
becoming aware of it. The matter needs to 
be carefully studied with the use of satellite 
imagery so that vulnerable areas maybe 
regularly monitored, and effective steps taken 
in time. 

Responsibility for this task should be 
placed on the department ol ocean 
development. 
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Task 

The failure of existing policies in this field 
Is apparent from the fact that although Rs 
2,500 crore were spent on 'flood control* 
programmes such as the construction of 
earthen embankments and dykes between 
1954 and 1989, the area described as 'flood 
prone* has nevertheless increased from 
around 25 mh in 1950 to around 40 mh in 
1989. 

It is time to realise that the root of the 
trouble lies in excessive run-off and soil 
losses in denuded catchments. These place 
additional demands on the water-carrying 
capacity of rivers even while reducing it by 
raising their beds through siltation. The real 
answer to the problem therefore lies in 
stepping up natural regeneration, affores¬ 
tation and soil and water conservation 
programmes in catchment areas in an 
effective manner. The emphasis should shift 
from 'flood control’ to 'flood prevention* 
and from the treatment of symptoms to the 
treatment of the disease itself. The money 
saved by curtailing infructuous expenditure 
on the construction of earthen structures that 
get washed away ever so often should be 
diverted to the treatment of catchment areas. 

Responsibility in this regard should be 
placed on the ministry of water resources. 

Task No 9: Review of policies in surface 

water 

The MWR has been traditionally 
concentrating only on the construction of 
surface irrigation projects as if this was an 
end in itself and not merely a means to the 
end of greater agricultural production. This 
concept needs to be given up and replaced 
by one that stresses the accountability of 
MWR for its performance in terms of its 
actual contribution to enhanced production. 
This is a matter of great importance because 
the more we succeed in the field of irrigation, 
the less will be the pressure on marginal 
rainfed agricultural lands which, in happier 
circumstances, should be reverted from 
cropping to horticulture, silviculture or 
pasture production in the interests of their 
own health and productivity as well as of 
downstream areas. 

The seriousness of the present situation 
in the field of surface water management has 
already been described at length in Section 
II. Hie suggestions contained in that section 
* deserve to be considered urgently by the 
MWR. 

Task No JO: Review of policies in ground 

water 

Ground water is bound to assume even 
greater importance in the years to come, 
firstly, because of the failure of surface 
water projects and, secondly, because of the 
^ extreme ease and speed with which it can 
be developed in the private sector wherever 
, It is available at reasonable depths. However 


fee very attractiveness of fids priceless 
resource is turning Into a threat to its health 
and sustainability. Water tables are going 
down rapidly in many regions under 
conditions of indiscriminate over-pumping 
and in certain, mostly coastal, areas, aquifers 
are getting infested with saline water. 

So far inadequate importance has been 
given to ground water management by a 
ministry that is overly pre-occupied with the 
expansion of the M and M sector. However 
it would be a tragic mistake to continue to 
neglect this resource and take it for granted 
so to say, merely because it is a free gift of 
Nature. Action clearly needs to be taken in 
the following three major directions: 

(a) The exploitation of ground water should 
be controlled to ensure that withdrawals do 
not exceed sustainable limits - the CGWB 
and state government water boards should 
be vested with the necessary administrative 
and legal powers to achieve this end and also 
suitably strengthened. 

(b) Research in ground water should be 
stepped up. We must have the most complete 
possible knowledge of the nature and 
capability of each aquifer, and the source 
and exact extent of its recharge. Research 
in artificial recharge should be given 
particular attention for obvious reasons. 

(c) In view of the growing demands on this 
resource, its replenishment should be 
facilitated by all possible means, both natural 
and artificial. As far as the former is 
concerned, the successful implementation 
of Task No 2 above will go a long way 
towards the enhancement of ground water 
resources. 

Responsibility for this task has to be 
borne by the ministry of water resources. 

Task No II: Creation of a central land 

use commission 

The “vacuum in policies, organisation, 
and programmes relating to land and soil 
management*’ that was noticed by the NC A 
in 1976 has unfortunately yet to be filled 
even though more than 20 yearshave elapsed 
since the proposal for an adequately struc¬ 
tured and adequately empowered Central 
Land Use Commission (CLUC) was first 
mooted in 1973. There is no question that 
if we really mean business in the all-important 
field of resource management this vacuum 
should be filled without any further delay. 

The exact form the proposed commission 
should take is a matter that will require 
detailed study. However, a suggestion that 
(following the pattern of the Planning 
Commission) can be safely made is that it 
should be presided over by the minister for 
R A and E (who is responsible for the 
antelioration of rural poverty) and have three 
or four whole-time members of suitable rank 
who should be well-versed in matters relating 
to land management and of whom one should 
be designated as the deputy chairman. Other 
members of the proposed body should be 
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namely, agriculture and co-operation, 
environment and forests, water resources, 
rural areas and poverty alleviation and the 
Planning Commission. The member¬ 
secretary of the proposed commission should 
be a whole-time officer of the rank of 
secretary to the GOK, and should be assisted 
by an adequately equipped secretariat. 

Thecommission should be given a suitable 
mandate which should include responsibility 
for ensuring that the 10 tasks mentioned 
above are pursued energetically by the 
ministries concerned and are not allowed to 
recede into the background. It should act as 
custodian and conscience keeper of the 
country’s land resources and a vigilant watch¬ 
dog of its interests. 

Responsibility for this task should be 
placed on the ministry of R A and E. 

Task No 12: Creation of land use autlwrities 

at the state and district levels . 

Although state governments were advised 
as far back as 1974 to set up stale land use 
boards, the boards that have been formed 
are more or less defunct. There is obvious 
need for setting up state land use boards in 
the image of the CLUC and ensuring that 
they work energetically at the district level, 
the zilla parishad should discharge all 
functions covering the optimal use of local 
land resource. 

Responsibility in this regard will rest with 
the ministry of R A and E. 

VIII 

Last Word 

When all is said and done, it must be 
remembered that like any other issue of great 
importance better resource management is 
too serious a matter to be left to be tackled 
by government alone. This is particularly 
true at a time when the latter have their hands 
full with many crises of a much more 
immediate nature than the insidious threat 
posed by the continuing mismanagement 
of the country's natural resources, however 
awesome this threat may be. One must 
also reckon with the fact that in the absence 
of a strong and informed public opinion 
on the subject, there is at present no will 
on the part of any political party to pressurise 
the government on this forgotten front. 

In the circumstances, very great res¬ 
ponsibility rests on concerned citizens, who 
can read the writing on the wall, to come 
together to create a strong voluntary 
organisation that will act as a watch-dog of 
the nation’s interests in this neglected field. 
Such a body should do everything possible 
to see that die i ssues that have been discussed 
above are kept alive, the greater awareness 
is created with regard to their urgency and 
that governments, both at the centre and in 
the states, are constantly reminded of their 
duties in this field. 
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Ifextife and Appare) Itade 

Impact of ‘New Regionalism’ 

Rajesh Mehta 


Unlike the regional trading arrangements of the 1960s, the newly-formed regional trading blocs have given 
importance to specific industries . Textile and apparel is one such industry which will get preferential treatment in 
intra-regional trade through tariff and non-tariff concessions . For developing countries, including India, which are 
not members of these trading blocs, the consequences of the ‘new regionalism* for their textile and apparel exports 
are a matter of grave concern . 

I 

Introduction 


TEXTILE and apparel is one of the important 
sectors which has faced significant import 
restraints in developed countries. A number 
of experts have made the observation that 
these import restraints have resulted in sub- 
optimal involvement of developing countries 
in the world trading system. The recent 
years have witnessed the emergence of 
arrangements at the multilateral and regional 
levels which would lead to significant 
changes in international trade in textile and 
apparel. The phased elimination of restraints 
(due to MFA), as agreed to in the Uruguay 
Round of Trade Negotiations, is expected 
to substantially enhance the exports of textile 
and apparel from the developing countries. 
On theother hand, theemergenccof regional 
blocs 1 may adversely affect the exports of 
textile and apparel from developing 
countries, if they are not members of these 
blocs. 

Unlike the regional trading arrangements 
of the 1960s, the newly formed regional 
trading blocs have given importance to 
specific industries. Textile and apparel is 
one of such industries which have been 
given special emphasis. It will get preferential 
treatment, through tariff and non-tariff 
concessions, for intra-regional trade. The 
rigorous and comprehensive provisions 
relating to "rules of origin’ may also have 
significant impact on intra- and inter-regional 
trade. 3 Further the extension of technical 
standards to regional level and entwining of 
policy with environmental and labour 
standards would signficantly affect textile 
and apparel exports of developing Asia. The 
new regionalism, in addition, may also affect 
the level of inter- and intra-regional flow of 
foreign investments, financial flows, 
technology transfer, etc. 

In this context, a number of questions are 
being raised at various international fora: (a) 
Will the formation of mega-trading blocs 
lead to significant trade (and investment) 


diversion in texte and apparel industry? (b) 
Will the additional benefits to developing 
countries due to phasing out of Multi-Fibre 
Agreement (MFA) be taken away by these 
trading blocs? (c) Will the "rule of origin’ 
at regional level lead to new types of trade 
restraints (and conflicts) in the textile and 
apparel industry? (d) Will the extension of 
technical and environmental (and social) 
standards at regional level lead to significant 
changes in the pattern and distribution of 
world trade in textile and apparel? In this 
note, we try to understand the implications 
of some of these issues. 

n 

Present Position 

The overall trade in textile and apparel 
sector from developing countries (excluding 
Socialist countries of Asia and east Europe) 
has increased from $33 billion in 1980 to 
$104 billion in 1991, leading to an increase 
in the world market share from 28 per cent 
to 40.3 per cent. Most of this increase is due 
to increased exports by the countries of 
south and south-east Asia- the share of these 
countries in world market was 20 per cent 
in 1980 and 30 per cent in 1991. The 
significant growth is also noticed in exports 
of Asian Socialist countries - from a 4.5 per 
cent share in world trade in 1980 to 9 per 
cent in 1991. 

A significant portion of textile and apparel 
exports (Table I) also originates from 
developed countries - 49.1 per cent of world 
trade in 1991. But most of this trade (30 per 
cent of world trade) is intra-regional - within 
the countries of EC and (former) EFTA. On 
the other hand, two-thirds of the exports of 
textile and apparel from Asian develop¬ 
ing economies is destinated towards deve¬ 
loped countries’ markets. This share has 
remained more or less stable over the last 
one decade. 

The distribution of south and south-east 
Asian trade in textile by regions in 1991 
shows that 65 per cent of their exports was 


destinated towards the developed world, 
while the share of developing countries was 
26 per cent including a significant portion 
(around 20 per cent) of intra-regional trade 
(within south and south-east Asian region). 
Intra-regional trade of textile and apparel 
industry isnotonly significant but increasing 
overtime. During 1991,80percent of textile 
and apparel export of European developed 
market was destinated towards its own region. 
Similarly, the share of intra-American trade 
in America’s total textile and apparel exports 
was around 50 per cent. Although the share 
of intra-regional trade in south and south¬ 
east Asian countries is not very significant 
(i e 20 per cent), it has shown an increasing 
trend during the 1980s. However, the extent 
of intra-regional trade of other sectors (Table 
2) is not so prominent as of the textile sector. 
This pattern raises a number of issues for 
textile and apparel sector - the role of 
multilateral arrangement (MFA quota, etc), 
the role of regional arrangements or unilateral 
decisions (higher tariffs) by developed 
importing countries. 

Apart from the restraints through MFA,i 
the trade in textile and apparel sector has 
always been subject to other types of 
discrimination.' 

(1) Tariff: The level of protection, through 
tariffs, in textile sector (as compared to other 
sectors) of developed countries has generally 
remained relatively high. In 1988the average 
tariff rate of EU, for all imports, was arouneg 
7.5 per cent, but the tariff rate for textile an<K 
apparel imports was around 10.9 per cent! 
A similar trend exists in the develops 
countries of NAFTA. The average US tariff 
rates were 5.1 per cem and 14.2 per censf 
for total imports and textile and appare J 
imports, respectively. Further, Table 3 show* | 
that the level of tariffs imposed on appare 
industry is significantly higher than the leve i 
for textile industry. A summary of averagi | 
tariff rates imposed by EU and industrialism f 
countries of NAFTA is given in Table 3 . 
This table shows that the average tariff rat ^ 
for textileimports from developing countrie ’ 
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all imports by developed countries. 

(2) GSP: A large number of developing 
countries have been given concessions 
Including reduced rates of tariffs for imports 
by developed countries under Generalised 
System of Preferences (GSP). However, it 
is in the textile sector where the concessions 
ate minimum. In fact, reduction in tariff 
rates due to GSP in textile and apparel is 
almost negligible as compared to the 
reduction in other sectors. The reduction in 
tariffs due to GSP for textile and clothing 
is 15 per cent and 3 per cent in EU and the 
US, respectively; while the reduction for all 
imports is 48 and 62 per cent, respectively 
(Table 3). The process of concessions for 
imports from developing countries by some 


as shown lntabte3. lt showsthat the extent 
of concessions by the US varies from country 
to country. US gives trade concessions, under 
GSP, for textile imports to most of developing 
countries. However, a number of products 
in apparel industry do not get preferential 
treatment for specific countries. Forexample, 
exports of 786 items of textile and apparel 
sector from India do not get any preferential 
treatment in US market under GSP. 
Concessions in tariff, etc. to member- 
countries (including developing countries) 
of regional blocs are comparatively higher 
than the concessions under GSP. 

(3) MFA Quota: The level of protection in 
developed countries through MFA seems to 
be higher than the level of protection due 


matdb to estimate ad valorem tariff 
equivalence of (MFA) quota for textile and 
apparel industry as reported in Table S. The 
estimates of average ad valorem tariff 
equivalence rate of MFA quota in the US 
markets varies from 5 per cent to 23 percent 
for textiles, and 25 per cent to 47 per cent 
for apparel (Table 6). However, the level of 
restraint varies from country to country for 
imports from the developing world. The 
countries of south Asia face maximum 
constraints while the level of constraints is 
minimum for African countries, as shown 
in Table 7. The expansion of mega-regional 
blocs, as noticed in the recent extension of 
EC to EFTA countries, will increase the 
level of quota faced by the developing 


Table I: Intra-Regioal Trade Flow of Textile Fibres, Yarn, Fabrics and Clothing (1991) 

(Million US $) 




World 



Developed Countries 




Developing Countries 

Countries of 
Socialist Asia 
and East Europe 
Sub Socialist 
Total Asia 

Sub 

Total 

Sub 

Total 

faropc 

ECI2 

EFTA 

US 

Canada Japan 

Sub 

Total 

America 

West 

Asia 

SEand 

South 

Asia 

A 

World 

257792 

174302 

119565 

103042 

16222 

30665 

4857 

15092 

64718 

8423 

8751 

39332 

18129 

9367 

B 

Developed market 

126961 

98964 

83874 

71001 

12616 

5939 

2504 

4750 

22156 

4344 

3121 

9260 

5619 

2117 

B! 

Europe devd market 

99326 

85978 

78017 

65470 

12292 

3725 

616 

2607 

9783 

817 

1915 

2235 

3370 

265 

Bla 

EC12 

90606 

78295 

70824 

59883 

10688 

3493 

570 

2450 

9270 

760 

1779 

2080 

3010 

244 

Bib 

EFTA 

8464 

7459 

6972 

5370 

1601 

228 

45 

158 

499 

57 

136 

155 

340 

19 

B2 

US 

12391 

5760 

2452 

2277 

173 

- 

1788 

1221 

6026 

3338 

449 

1892 

606 

522 

S3 

Canada 

1373 

1165 

138 

116 

22 

964 

- 

18 

169 

42 

15 

96 

40 

32 

B4 

Japan 

7988 

2174 

1062 

972 

90 

810 

72 

- 

4824 

94 

685 

3935 

989 

931 

C 

Devp countries 

103908 

64482 

30655 

27654 

2969 

22653 

2035 

7255 

28998 

3799 

5056 

17648 

10019 

7109 

Cl 

America 

5554 

3312 

1420 

1328 

92 

1553 

159 

134 

1992 

1514 

60 

367 

233 

155 

C2 

West Asia 

7224 

5428 

4760 

4465 

294 

502 

45 

84 

870 

8 

643 

43 

907 

3 

C3 

South and SE Asia 

85135 

51411 

20770 

18242 

2501 

20299 

1810 

6926 

25278 

2273 

4163 

16929 

8168 

6875 

D 

Countries of EE 


• 














and socialist Asia 

26922 

10854 

5037 

4387 

637 

2073 

319 

3088 

13564 

279 

574 

12421 

2350 

140 

D1 

Socialist Asia 

22837 

8240 

2670 

2406 

252 

1937 

284 

3038 

13212 

198 

507 

12356 

1383 

2 


Source: UNCTAD, Handbook of International Trade and Development Statistics . 1993. 


Table 2: Intra-Rf.gioal Trade of Manufactures Goods, 1991 


(Billion US $) 




World 



Developed Countries 




Developing Countries 

Countr 

Pa cl Pitn 

iesof 
»peand 
;t Asia 

Sub 

Total 


Eurooe 


US 

Canada Japan 

Sub 

Totol 

America 

West 

Asia 

South 
and East 
Asia 

Socialis 

Sub 

Total 

EC 12 

EFTA 

: Sub Socialist 
Total Asia 

A 

World 

2487 

1773 

1166 

997 

165 

359 

92 

95 

585 

111 

84 

319 

119 

49 

B 

Developed market 

1962 

1484 

1048 

893 

151 

245 

84 

56 

406 

89 

63 

197 

64 

20 

m 

Europe devd market 

1259 

1035 

884 

748 

133 

88 

10 

27 

167 

28 

41 

58 

46 

7 

01a EC12 

1088 

895 

765 

651 

111 

75 

9 

22 

149 

24 

35 

48 

37 

6 

Bib EFTA 

169 

138 

117 

96 

21 

12 

1 

4 

22 

3 

5 

9 

8 

1 

B2 

US 

301 

190 

84 

75 

9 


66 

26 

104 

47 

10 

42 

6 

4 

B3 

Canada 

74 

68 

4 

4 

0.399 

62 


0.838 

4 

1 

0.606 

2 

0.690 

0.561 

B4- 

Japan 

301 

172 

66 

58 

8 

89 

7 


18 

12 

11 

90 

10 

8 

C 

Devp countries 

428 

256 

97 

87 

10 

109 

7 

33 

135 

19 

17 

86 

35 

26 

Cl 

America 

42 

26 

6 

6 

0.461 

16 

0.896 

1 

15 

11 

0.929 

2 

0.593 

0.261 

C2 

West Asia 

20 

10 

8 

6 

1 

0.786 

0.067 

0.533 

7 

0.049 

4 

1 

1 

0.109 

C3 

South and SE Asia 

347 

208 

72 

64 

7 

90 

6 

31 

108 

7 

11 

81 

30 

26 

D 

Sub-total 

96 

32 

20 

16 

3 

5 

0.398 

5 

43 

2 

2 

35 

19 

2 


Socialist Asia 

.56 

16 

5 

5 

0.455 

4 

0.434 

5 

36 

0.638 

1 

34 

2 

0.039 
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coontries. In ihte context, irshould also 
be noted that the member-countries 
(from developing world) of mega blocs do 
not face any such quota in regional 
arrangements. 

Ill 

Impact of Regional Blocs 

EU is now a common market of 15 
countries and the process of its extension to 
other Europe (including east Europe) and 
north Africa is under consideration. NAFTA 
is also a comprehensive arrangement with 
the possibility of its extension to western 
Hemispheric Free Trade Arrangement 
(WHFTA). APEC may also become a free 
trading bloc by 2010 to 2020. In this section, 
we try to understand the implications of 
NAFTA, one of the recently formed mega- 
blocs, for Asian countries with special 
reference to textile sector. 

NAFTA has given emphasis to the textile 
sector, as is clear from the special annexe 
on textile sector of the NAFTA agreement. 
A number of provisions like tariff, non-tariff 
barriers, rules of origin, safeguard clause, 
investment are likely to affect the textile 
exports ot Asian developing countries. In 
the following paragraphs, we discuss some 
of these provisions of NAFTA. 

Tariff and Non-Tariff Barrif.rs 

NAFTA provides for phased elimination 
of tariff and non-tariff barriers within 10 
years. Some import sensitive products have 
a 15-year period of graduation of tariff and 
non-tariff barriers. In the textile sector, the 
elimination of all tariffs and quotas will be 
effected in 10 years' time beginning from 
January 1994. Notwithstanding these phased 
schedules, no tariff is allowed to exceed 20 
per cent at any time. For the first time the 
imports have been highly liberalised by the 
US and Canada from developing country 
members (Mexico and Chile), which is 
expected to have trade diversion effects on 
developing countries of Asia. However, there 
is no specific formula to measure the amount 
of trade creation/trade diversion due to the 
formation of a bloc. Some of the empirical 
studies have shown that the impact of NAFTA 
on the amount of overall trade diversion (of 
Asian countries) will not be significantly 
higher than that on trade creation. The 
sectorwise position is different. A number 
of industries will have significant net trade 
diversion due to preferential trading 
arrangements in NAFTA. The textile sector 
of Asia is certainly one of the sectors which 
will be adversely affected. Tabic 7 
summarises results of seven such studies 


which try to estimate the i mpact of NAFTA 
on Asian developing countries. 

The amount of trade diversion is mostly 
due to the fact that NAFTA will give trade 
preferences to a large number of Mexican 
products (or other developing countries who 
may join NAFTA) for exports to the IJS and 
Canada, which would tend to substitute 
exports from Asian developing countries. 
Some of the features of trade preference to 
Mexico vis-a-vis Asian developing countries 
are: (a) the tariff rates for Mexico’s exports 
to the US will be zero or negligible as 
compared to tariff rates applicable for Asian 
products in the US; (b) non-tariff barriers 
will not be applicable to Mcxico-US trade, 
but these would he applicable to other 
countries. It is for the first time that a regional 
agreement has provided that developing 


countries (Mexico and Chile) will not face 
MFA quota in the markets of industrial 
countries (of NAFTA). The removal of MFA 
quota will certainly give an advantage to 
Mexico for select products in textiles and 
apparel industry. 

Table 5. Tariff Eouivai^nce of US Quotas in 
Textiles and Apparel 

(Alternative Estimate in Terms of Ad Valorem 
Equivalence) 

(Per cent) 

Reference Year Textile Clothing 


de Melo and Tarr 


(1992) 

US Federal Trad ' 

1984 

5 

47 

Commission (1989) 

1984 

23 

36 

Cline (1990) 

1986 

15 

25 

US1TC (1989) 

1989 

14 

28 


Table 3 Tariffs Imposed by Developed Countries in Textile and Apparel Industries. 1988 

(Per cent) 


Trade-Weighted 


EU 


US 


Canada 


Tariff Averages' Textile 
for Imports 

Apparel 

All 

Imports' 

Textile 

Apparel 

All 

Imports' 

Textile Apparel 

All 

Imports 

MFN tariff 
(Total imports) 

9.1 

12.7 

7.5 

10.5 

17.9 

5.1 

19.3 

23.4 

8.0 

MFN tariff 
(Imports from 
developing 
countries) 

88 

12.7 

9.8 

99 

18.8 

76 

182 

23.6 

12.4 

MFN/GSP 3 
tariff (imports 
from developing 
countries) 

7 5 

10.8 

5.1 

9.3 

186 

4.7 

17.0 

22.4 

7.5 


Notes: I Including duty-free imports. 

2 Calculated by applying GSP tariff rates, where applicable (instead of MFN rates) to the 
entire imports of the item from preference-receiving countries See also Table 3 
Sources: (a) UNCTAD, Trade and Devebpmenl Report , 1994. (b) Official Journal of the European 
Communities, Vol 37, December 31, 1994. 

Table 4 Concessions Given by Countries of Mega-Blocs in Textile Through GSTP 



Preferential Duty Applicable 
to Textile Sector 

Preferential Duty Applicable to 
Other Sectors 


Reduction in 

Countries 

Reduction in Countries 


Duty Rate 

Coverage 

Duty Rates Coverage 

EU 

85 per cent of the 

145 

0 0-85 per cent of 145 

US 

common custom 
tariff duty applicable 

119 

the common custom 
tariff applicable 


Not applicable to following 
countries for specific products 
(ISC code) 


Country 


India 

Indonesia 

Thailand 

Malaysia 

Philippines 


No of products 
not being given 
preferential 
treatment 
786 
80 
16 
8 
I 


Sources'. Official Journal of Eurofiean Comumties , December 1994. 
US Industrial Outlook, 1994. 
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Asian producers are waiting for the MFA 
quotas to foe phased out as per the Uruguay 
round. This will significantly increase Asian 
export markets in developed countries. 
NAFTA will certainly take away this 
advantage of Asian export market in the 
apparel industry. Not only that, the EU has 
followed NAFTA for imposing restrictions 
on their imports of textile and apparel. This 
will help in protecting their domestic 
producers who have started losing their 
market. This will also adversely affect Asian 
share in world market. 

A number of attempts have been made to 
estimate the impact of the Uruguay round 
as well mega-regional arrangements on the 
trade of Asian developing countries. In the 
Uruguay round the analysis has been carried 
out by taking into consideration three 
components for textile and apparel sector: 
(i) reduction In tariff rates (Table 2) leading 
to change in the pattern of enhanced trade 
in the sector, (ii) the abolition of Multi-Fibre 
Agreement over a 10-year period, and (iii) 
acceleration in bilateral quota during the 
transition period, i e, 1995-2005. These 
aspects will lead to change in distribution 
oftextiles' trade in global market. A summary 
of the results estimated by Hartel et al (1995), 
of these changes on exports, imports and 
output for textile and apparel industry for 
select Asian economies is given in Table 8. 
It clearly shows that total trade and output 
will substantially increase in all these 
countries. 4 It can be noticed that some of 
Asian NIEs will have a higher gain in textile 
sector than in wearing apparel. On the other 
hand, almost all other Asian developing 
economics will have relatively higher gain 
in apparel industry as compared to that in 
the textile industry. Indonesia and South 
Asian countries will substantially gain to the 
extent of 525 per cent and 127 per cent, 
respectively, in output due to phasing out 
of Uruguay round. Table 8 (last two columns) 
also reports the impact of preferential 
trading arrangements of individual south 
Asian countries with NAFTA, as estimated 
by Srinivasan and Canonero (1993). The 
results show that for the larger economies 
of south Asia, like India and Bangladesh, 
the principal gains seem to come from 
preferential arrangements with NAFTA 
(or even EU). The increase in trade for South 
Asian countries varies from 30 per cent 
for Pakistan to more than 200 per cent for 
Nepal. # # 

A comparison of the results of Hertel et 
al (1995) and Srinivasan and Canonero 
(1993) gives some interesting insight.* 1 The 
total trade of South Asian countries will 
increase by 68 per cent due to i mplcmcntaiion 


of Uruguay round. On die other hand, their 
trade will increase by 103 per cent in case 
a preferential trading is agreed between 
countries of South Asia and NAFTA. In the 
case of textile and apparel industry, the 
results show that the trade of South Asian 
countries will increase by 160 per cent due 
to Uruguay round, and by 400 per cent due 


topieferemial trading ins^Baii iilatwdp 
countries of South Asia and NAFTA. In 
short, these results show that the gains to 
South Asian countries will be substantially 
higher if South Asian countries have a 
preferential arrangement with NAFTA than 
the gains from the implementation of 
Uruguay round. 


Table 6: Estimated MFA Quota Price-Wedges 

(Per cent of fob price) 


Exporters 

Importers 

Eastern 

Europe 

East Asia South Asia Latin America 
(Including 

China) 

Africa 

ROW 

Textiles 






Canada 

8.0 

10.7 23.2 

11.5 

6.1 

4.7 

US 

6.4 

9.3 18.4 

9.4 

4.6 

3.7 

European Union 

9.4 

13.0 27.3 

14.2 

6.4 

5.5 

EFTA 

4.9 

7.0 15.8 

7.6 

3.3 

2.8 

Clothing 






Canada 

14.0 

20.8 42.0 

21.0 

6.7 

8.4 

US 

13.5 

24.8 40.3 

20.1 

8.4 

8.1 

European Union 

12.1 

24.8 36.1 

17.6 

7.8 

7.2 

EFTA 

6.4 

14.1 22.0 

97 

4.1 

3.7 

Source. USITC (1993) and Francois et al (1995). 





Table 7: Effects of NAFTA on Non-Member Countries 


A Brief Summary of Results of Existing Studies for Asian Region 


Study 

Important Commodities 

Countries 

Trade 

Safadi and Yeats 

Mostly textile products 

Bangladesh 

-1.5 percent' 

(1992) 



India 

-1.0 per cent 1 




Pakistan 

-1.0 per cent' 




Sri Lanka 

-1 0 per cent 1 

Kim and Weston 

Textiles 

East Asia 

-0.1 percent' 

(1993) 



(NNIE) 

(little higher) 

Noland (1993) 

Spinning and weaving. 

Korea 

- 1.0 per cent* 


footwear, plastic products. 


-3.0 per cent 3 


iron and steel, rubber products 




Zhan(1993) 

Tobacco and tobacco 

Hong Kong 

Not great 


manufactures, clothing. 

China 




textile yam. fabrics 




Srinivasan and 

Textiles and clothing 

India 

8.2« 


Canonero (1993)' 



Bangladesh 

3.3 4 





Pakistan 

4.4« 





Sri Lanka 

3.8 4 





Nepal 

6.1 4 


Eden and Molot 

Mineral, fuels, agricultural 

Australia 

- 


(1992) 

products, resource-intensive 

New Zealand 




mfd products, labour int 

Japan 




mid products, chemicals. 

Asian NICs 




machinery 

(South Korea) 



Wang (1993) 

Electric machinery and 

ROC 

- 



equipment, apparel and 





clothing 





Notes: I Effects of NAFTA on the exports of sampled countries to the US. 

2 Effects of NAFTA on the exports of Korea to the US. 

3 Potential effects in case South Asian countries join NAFTA 

4 Proportionate increase in bilateral trade with NAFTA countries in case tariff is completely 
eliminated between South Asian countries and NAFTA. 
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NAFTA requires that a number of sectoral 
products (i e, textiles and apparels, auto, 
computers) should have a specified 
percentage of North American origin for 
getting preferentional treatment. It requires 
that clothes eligible for no restriction should 
have strict regional rules of origin, e g, fabric 
should be woven in North America. For 
textile and apparel imports from Mexico 
meeting the rules of origin, the US must 
eliminate all the quotas immediately. 

The rules of origin for textile and apparel 
trade are an important issue. For most goods, 
the agreement specifies a 'yam-forward' 
rule of origin. This means that for an item 
of apparel to be considered North American 
(US, Mexican or Canadian and now 
Chilean) and therefore exempt from tariffs 
and quotas, it must be made in North America 
from fabric that is made in North America 
from yam that is made in North America. 
Only the fibre from which the yam is made 
may be imported. Thus, for apparel the rule 
is a triple-transformation rule (fibre 
transformed to yam transformed to fabric 
transformed to apparel), which is stricter 
than the double-transformation rule in the 
US-Canadian free-trade agreement. For 
cotton and manmade-fibre products, the 
agreement specifies a fibre-forward rale of 
origin, which is a quadruple-transformation 
rule (i e, apparel can’t be made from imported 
fibre). 

The above provision reflects that inter- 
and intra-NAFTA trade of textiles will be 
greatly affected. The strict rales of origin of 
'triple-transformation* or 'quadruple 
transformation’ may force some of the 
Mexican producers to buy the material from 
the local market.* The rule will thus 
discriminate against Asian products as 


compared to Mexican products for imports 
of materials like textile, yam, etc. 

Other Related Provisions 

A number of other aspects relating to 
technical standard, environmental and re¬ 
lated fields are more comprehensive in 
regional arrangements than in multilateral 
arrangement. NAFTA has provision that 
would help defend tough US standards, the 
extension of such laws to other countries 
(including Mexico) will increase the cost of 
production for exports to NAFTA countries. 
The member countries of the regional* bloc 
will be bearing a substantial cost (directly 
and indirectly) for improving the standards 
in Mexico, while the leverage will not be 
extended to the producers of Asian and other 
non-member countries. Further, the different 
provisions of the NAFTA relating to 
investment will provide huge capital inflow 
to Mexico without any preferential 
requirements like technology transfer, no 
constraints on specific export level, minimum 
domestic content, trade balance or preference 
for domestic source. This may give added 
advantage to Mexican industries as compared 
to Asian industries. 

IV 

Concluding Observations 

Some of the observations that emerge 
from the analysis of mega regional blocs 
(particularly NAFTA), with changes in global 
trading system, on the textile sector are 
summarised below. 

(1) The intra-regional trade of textiles and 
apparel increases with the formation of mega- 
regional trading blocs. 

(2) The documents of mega-blocs and 
Uruguay Round are comprehensive and there 


is a need for an in-depth systematic 
understandingof different provisions relating 
to textile sector and their likely impact on 
trade and investment flows between the 
mega-blocs and Asia, keeping in view the 
changing world environment. 

(3) Textile and apparel industry is a relatively 
low-wage industry with significant 
employment of unskilled labour. The newly 
formed regional trading arrangements 
between developed and developingcountries 
will significantly enhance intra-regional trade 
at the cost of trade with other countries. 

(4) The impact of Uruguay Round on textile 
and apparel industry will be mostly due to 
(a) reduction in tariffs, (b) growth in quota, 
and (c) the phasing out of MFA quotas. The 
impact of these provisions vary from country 
to country in the Asia region. Some of the 
Asian NICs may not necessarily gain due 
to the Uruguay round, while most of Asian 
developing countries seem to gain. On the 
other hand, the textile trade of Asian 
developing countries seems to benefit 
significantly if a preferential trading 
arrangement is framed by these countries 
with those of a mega-bloc. 

(3) It is for the first time that developing 
countries (Mexico and Chile) will not be j 
facing the barriers imposed through multi- j 
lateral arrangement in the industrialised 
market of the US and Canada as per provision 
in regional arrangement of NAFTA. Studies 
show that the textile and apparel industry 
of Asian countries may be adversely affected. 
The average rate of protection, in terms of 
ad valorem tariff equivalence, will be 
significantly more (than 35 per cent) in 
relation to Asian textile and apparel exports 
vis-a-vis exports of Mexico (and other ; 
member countries of NAFTA) due to the j 
formation of NAFTA. In medium to long¬ 
term, the effects on Asian exports seem to 


Table 8: Textile and Apparel Trade by Select Asian Countries - Impact of Uruguay Round and NAFTA 
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6 84 

Indonesia 

15 
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9 

23 

4 

18 

3 

12 

22 

32 
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4 

13 

12 

51 
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Source : Hertel Thomas et al (1993), Srinivason and Canonero (1993). 
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increased demand due to phasing Out of 
MPA in Uruguay round may be taken away 
by Mexico and other countries of western 
Hemisphere who may join NAFTA or due 
to expansion of EU to other countries of 
Europe. 

(6) The arrangement of mega-blocs include 
specific industrial ‘rules of origin* which 
may pose problems for Asian developing 
countries in textile and apparel sector. The 
agreements give significant importance to 
this issue and the rules may be used for 
political manipulation in the future. This 
rule is specifically important in NAFTA 
where it is more restrictive than comparable 
rales in other arrangements. This is an area 
where one should be alert and cautious on 
its political and economic relations between 
Asian developing countries and mega-blocs. 
In this respect, a transparent simple policy 
should be formulated which will be beneficial 
to Asian countries. 

(7) There is a possibility of increased intra- 
regional flow of external finance, particularly 
investment within the member countries of 
mega-blocs. Since this enhanced investment 
will not be at the cost of domestic investment, 
it can be at the cost of reduced investment 
flows to countries of Asia, particularly south 
Asia, which are undergoing liberalisation 
process with an emphasis on foreign direct 
investment. 

Notes 

[This is a revised version of a paper presented 
at National Seminar on * Promotion of Inlra- 
Regional Trade in the Asia-Pacific Region’ 
organised by RIS. ESCAP and UNDP. May 
1995. The author is thankful to B L Sharma and 
other participants of the seminar for their helpful 
suggestions.] 

1 'The ‘new regionalism’ of the 1990s - for 
instance, the formation of North American 
Free Trade Agreement (NAFTA), or 
Association of Asia Pacific Economic 
Community (APEC) - is different from the 
earlier forms of regionalism. The mega-blocs 
which have emerged in the process would 
result in freer intra-regional trade while trade 
with of her regions would face barriers. Further, 
there is a possibility of extending the mega- 
blocs to embrace other countries of the region. 
For example, the US has taken steps (through- 
Enterprise for American Initiatives) which 
may lead to extension of NAFTA to Western 
Hemisphere Free Trade Agreement 
(WHAFTA). There are also proposals of 
extending European Union (EU) to European 
Economic Area. 

2 A number of studies have estimated the impact 
of mega-blocs on developing countries. In this 
context, see Davenport and Page (1991), and 
Mehta (1993. 1995) among others. 

3 A detailed account of import constraints on 
textiles and apparel, within the framework of 


a immuatend system, can be fbund m OWe 
(1990), Hamilton (1990) and others. 

4 The results reported in Table 8 as estimated 
by Hand et al (1995) give a long-term 
perspective of the year 2005, after taking into 
consideration the state of global economy in 
the absence of Uruguay round. 

5 One shouldkeep in mind that the model adopted 
by Hertel et al is a general equilibrium 
framework and gives long-term perspective 
for 2005, while the results of Srinivasan and 
Canonero are based on gravity model and will 
give estimates of shon-term changes. 

6 The price of these products may not be 
internationally competitive. 
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Inclusive Mew of Religion 

A Rural Discourse in Uttar Pradesh 

G K Lieten 

An empirical study in Muzaffarnagar district , a BJP stronghold in western Uttar Pradesh, refutes the premise of 
the Sangh parivar . Most of the villagers in the district hold that India is a secular nation and that a socio-economic 
elite is misusing religion for political purposes . 


IN the North Atlantic countries, enlighten* 
ment, rationalism and universalism are 
normative concepts which seem to have 
been declared obsolete under the bane of 
post-modernism. Sumit Sarkar has recently 
warned, in a rather polemic fashion, that its 
application to the Indian context can lead 
historians ‘down strange paths' and may 
stimulate forms of“indigenism not too easy 
to distinguish from the standard Sangh 
parivar argument" [Sarkar 1993:165]. 

In this contribution, 1 shall summarise 
some of the arguments in a recent study on 
religious politics in India which nicely fits 
Sarkar's description, and then shall follow 
it up with anthropological data in order to 
illustrate how this type of normative anti¬ 
enlightenment ascription relates to the thus 
ascribed ‘indigenous' people in the specific 
context of Uttar Pradesh. 

Peter van der Veer( 1994) takes the position 
that 'institutional secularism* in India is at 
odds with the constructed religious 
communities (Hindus, Muslims, Sikhs) and 
with the enduring religious nationalism. He 
objects to the secular nation-state with the 
argument that it is a western concept imposed 
by eurocentric cultural diffusion: ‘The 
notion that religious nationalism is somewhat 
flawed or hybrid is at the heait of the discourse 
of modernity, which divides societies into 
‘modern* and ‘traditional'. But the 
connection between secularism and 
nationalism is the product of the 
enlightenment" (1994:10-11). The alien 
secularstatehasemergedunderthis 'colonial- 
orientalist impact*, but, he continues, "Indian 
intellectuals, facing controversies such as 
that in Ayodhya, increasingly question the 
desirability of secularism as a basis for state 
policy" (1994:11). Van der Veer then refers 
to only one Indian intellectual, T N Madan, 
who has written that “India's religious 
traditions should be protected from 
'secularist' attacks and used for the 
construction of an Indian nation-state that 
would not be alienated from the Indian 
culture. I am in general agreement with this 
line of argument." 

Religious nationalism, as all nationalisms, 
in this view, was a creation of colonialism. 
Such a finality, however, would suggest 
politically imposed ideological hegemony 


on a subservient people, which is more than 
post-modernism is prepared to bargain for. 
Hence, it is argued that religious nationalism 
was not an alien creation: the religious 
communities are conceived as having 
emerged from the political agency of the 
Indians themselves. Indeed, in India, the 
religious communities have imagined 
themselves as a nation, not through the 
‘politicisation* of religion by the elites, but 
by their historical production in ever adapting 
religious institutions. The constitution of 
Hindu nationalism in particular has been 
further faci 1 i tated by the ‘much higher fertility 
rate’ of the Muslims, and by the aggressive 
Muslim missionary activities as in 
Mecnakshipuram. India as a nation is a 
fiction. The reality is the existence of three 
religious nations: a Sikh, a Muslim and a 
Hindu nation. Ultimately, in India, “the most 
important imaginings of the nation continue 
to be religious, not secular", although there 
is a strong tendency among socialists and 
communists “to call religious nationalism 
'communalism 1 , a term used as a political 
insult" [van der Veer 1994:22], 

The author further argues that it is not the 
‘di vide and rule’ policies and the ‘maximising 
behaviour of elites’ which have divided 
Hindus and Muslims. The division has been 
created by the working of the religious 
institutions and "there is little reason to 
speak of the ‘politicisation* of religion in 
the era of nationalism" [van der Veer 
1994:30]. Although he earlier concedes that 
religious passions are produced by a political 
process, he rejects the view that material 
interests and social classes have a meaning 
behind the religious controversies. The 
politics that is involved is the politics of the 
construction of meaning, identity and self- 
respect of a collectivity, and not of 
manoeuvring by socio-economic elites. 

The foregoing assertions (the undesira¬ 
bility of secularism, the identification of 
nationalism with religion and the absence 
of a deceit by the socio-economic elite) al ign 
with the assertions of the Sangh parivar as 
they in recent years have become vociferously 
and fashionably traded in conventional talk 
in urban middle class circles. The field reality 
outside those circles may be different. In the 
present contribution, we shall illustrate the 


extent to which the Sangh parivar ideology 
relates to the world view and the culture of 
the ‘Indian’ people. 

Economic Progress, Social Corrosion 

In order to provide some of the answers, 
we intend to furnish material from 
anthropological field work in Muzaffarnagar 
in western Uttar Pradesh, 150 km north of 
New Delhi. Muzaffarnagar is a good area 
to test the case. We have similar information 
on two other districts in Uttar Pradesh, namely 
Jaunpur and Rae Bareli, but Muzaffarnagar 
has the distinction that, unlike the two other 
districts, a sizeable number of the SC and 
OBC population voted for the BJP. In Jaunpur 
and Rae Bareli, the rejection of the hindutva 
ideology was overwhelming, except by the 
upper castes. The ‘politicisation’ of religion 
in those districts has been clearly 
demonstrated [Lieten 1994b, 1995, 1996]. 
In Bijnor, adjoining Muzaffarnagar district, 
the politicisation of communal riots has been 
studied through a detailed local prism by 
Jeffrey and Jeffrey (1993) and Amrita Basu 
(1994). 

For the purpose of constructing the world 
view and the ideological motivation in social 
and political engagement, we organised a 
■number of research rounds in the area. 
Methodologically, we have applied a 
combination of quantitative survey methods 
and anthropological qualitative methods. In 
the summer of 1991, after the first all-India 
communal clashes and immediately after the 
assassination of Rajiv Gandhi, we 
interviewed all the panchayat members in 
one nyaya panchayat in the district, i e, 
around 100 members. By the time a 
representative sample of villagers was 
interviewed (in early 1993), normalcy had 
returned, and the confidence in politics and 
political parties was again ascending. 
Through a random sample of 149 households 
in two villages in Shahpur block, 1 we intended 
to gauge the reaction of the people to the 
ambient ideological changes which have 
come with the process of social and economic 
modernisation. The in-depth interview 
methods were complemented one year later 
by a random survey, checking the attitudes 
on important public issues among 213 
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respondents 4n mid-1994,1 e, after the 1993 
state assembly elections. The latter will be 
referred to as the survey, the former as the 
sample. 

Muzaffamagar is oneof the richest districts 
in the country. The prosperity in the district 
is abundantly visible in the form of brick 
houses and mansions to live in and tractors 
to work on. Indicative of the polarisation as 
a consequence of the commercialisation of 
agriculture in the region is the fact that 
whereas one-third of the families does not 
even possess a bicycle, more than 40 per cent 
of the total sample have a television set, and 
12 per cent possess a mobike. A television 
set in the house of a landless labourer or 
small peasant is still an exception. In the 
house of middle peasants, it has become a 
normal sight. For rich peasants, not only a 
television, but a mobike and a tractor have 
become integral assets. 

The relative poverty of the agricultural 
labourers and poor peasants, on the other 
hand, usually does not amount to destitution. 
Agricultural wages are reasonably high (an 
equivalent of 8-10 kg of wheat), and the 
occasional seasonal migration helps many 
families to overcome the lean periods. 
Economic conditions of these families, 
contrary to what has been predicted as a 
consequence of the green revolution, have 
not worsened. Downward mobility of the 
agricultural labour class was experienced as 
frequently as upward mobility [For a more 
extensive treatment, see Lietcn 1994a]. 

On one issue practically all the villagers 
are tuned in unison: despite the economic 
progress (or because of the economic 
progress), social quality of life is 
deteriorating. The changes in economic 
activities have had a manifold impact on 
social praxis. Even in the past [Patel et al 
1977:83] solidarity (within the viradari) and 
the traditional bhakhara may have been 
more fiction than fact, but the differentiation 
which has occurred in the wake of the green 
revolution has made the break in solidarity 
even more tangible. 

Complaints about a deterioration in mores 
and norms often involve references to 
asuraksha , insecurity. The discourse on 
insecurity and criminalisation usually deals 
with virtual reality. Thecollecti ve assessment 
of decreasing cordiality and increasing 
insecurity is likely to be based on real stories 
of the immediate neighbourhood, on twisted 
stories of adjoining Villages and on invented 
stories of the wider area. In the case of the 
dominant castes, it is probably also induced 
by the weakening of caste dominance. 
Whereas hitherto there was compliance and 
order, nowadays there is some defiance, and 
therefore, disorder. Many villagers, made 
insecure by varied developments, prefer to 
refer to the present age as th e-fcaliyug. Under 


tircumstances of injustice, disorder and 
misery, the memories of the satiayug , age 
of justice, honesty and rectitude can bring 
succour. 

Political Polarisation 

The area has been known as a bulwark 
of the various avatars of the Janata Dal. 
Since Charan Singh left the Congress Party 
in 1967, and in 1969 started the Bharatiya 
Kranti Dal and later the Bharatiya Lok Dal 
which then merged into the Janata Dal. the 
villages in Muzaffamagar had voted for the 
BKD and the Janata Dal. The 'bhaichara' 
loyalty of the jats to Charan Singh may 
have been real, but the allegiance to his 
incumbents has dissipated. Election 
victories of the Janata Dal in 1989, and of 
the BJP in 1991 and in 1993, are likely to 
have been helped by the fatafat factor 
(i e, quick voting, in fact: stuffing of the 
ballot boxes), and by the process of churning 
which caused various swings. Yet, the 
strong electoral showing of the BJP remains 
to be explained. 

Through a series of field studies, we have 
attempted to check the actual political 
preferences, caste wise and class wise. This 
could provide us with an idea about the 
'homogeneity' of the religious identity. Does 
hindutva reflect inter-class homogeneity, or 
does it rather reflect an upper-class design? 

The field studies suggest that around 10 
per cent to 20 per cent of the villagers do 
not have political preferences. The reason, 
for some of them, is utter disappointment 
with politicians. 2 Others, usually among the 
poor villagers, just claim ignorance of 
politics, and will not be enticed into stating 
a political preference.' 

Usually, the vote is decided collectively, 
according to the general tendency in the jat 
'viradari 1 . In 1991, in order to reach a 
compromise between the jat factions, the 
best solution thought of was that the 'big 
vote' (for New Delhi) should go to 
Chandrashekar’s Janata Party and the 'small 
vote' (for Lucknow) to the BJP. At that time, 
such was the shrouded advice of Tikait. In 
view of the dissatisfaction with the Congress 


and file Janata Dal. the BJP at that time was 
looked upon as an alternative delivery system. 
This choice did not appear to be related to 
its religious appeal. 

The BJP has a recent and narrow electoral 
base. Its ideological base, on which we shall 
dwell later, is even thinner. The class source 
of the BJP victory in the 1991 and 1993 
elections in the constituency seemed clear 
on the basis of the village studies in early 
1993: eleven out of 18 BJP supporters, in 
our sample were rich peasants, and all the 
supporters, with one exception, had made 
it to the grade of TV owners. The real 
ideological commitment to the BJP, however, 
came with a mobike. One write-up in The 
Times of India (October 24, 1990), with a 
sneering reference to the upper middle class 
car owners of the urban BJP support base, 
went under the heading 'Toyota Hinduism*. 
In Muzaffamagar, the staunch BJP backers, 
without exception, own a motorbike. 

Some of the jat supporters defended their 
choice in the language of religion, but usually 
these very same people were also conscious 
of the material advantage (labh) which the 
Muslim-Hindu conflict could deliver. 
Although reasonably large and successful 
landowners, they know that their children 
shall have to turn to business and jobs, and 
that they shall have to face competition from 
Muslims in the labour market. Charan Singh, 
a rich peasant and shopowner, actually thinks 
only in terms of the ‘labh’ which a BJP 
government will bring. He actually, like 


Table 2: The Normative Character of the 
Indian State 


Category 

Hindu 

Secular 

Frequency 

Brahmin 

8 

12 

20 

Jat 

17 

58 

75 

OBC 

13 

36 

49 

SC 

7 

34 

41 

Muslim 

0 

24 

24 

Very poor 

1 

19 

20 

Poor 

14 

75 

89 

Middle 

18 

50 

68 

Rich 

5 

7 

12 

Very rich 

7 

13 

20 


Note: Information based on 213 respondents, 
of which only 4 did not have an opinion. 


Table 1: Political Preferences: Statuswise and Castewise, 1994 

(Percentages) 



Janata 

Congress 

BJP 

SP 

None 

Frequency 

(Absolute) 

Poor 

26 

12 

25 

17 

20 

114 

Middle 

42 

14 

25 

13 

6 

69 

Rich 

46 

7 

27 

20 

- 

30 

Brahmin 

10 

25 

55 

5 

5 

20 

Jat 

49 

9 

20 

18 

4 

77 

OBC 

14 

8 

40 

22 

16 

50 

SC * 

12 

24 

23 

14 

27 

42 

Muslim 

88 

- 

. 

8 

4 

24 

tottl 

34 

12 

24 

16 

14 

213 
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is df the epinicm thst the El^vshoirid not 
interfere with temples and mosques. In his 
opinion, although a non-believer himself, a 
religious building should not be destroyed. 
Probably not informed by religious 
nationalism, and possibly for the simple 
reason that all other shops are owned by 
Muslims, he nevertheless wants the Muslims 
to leave for Pakistan. 

1 am having a shop here, and all the other 
shops are owned by Muslims. They prefer 
Pakistan, not India. When Pakistan wins in 
hockey, they celebrate as if it were diwali. 
Now look, suppose 1 am living with you and 
have food with you, but you are in love with 
somebody else, what should I do 7 They 
should have gone to Pakistan. 

The shift from the Congress and the Janata 
Dal was initiated and executed electoral Iy 
by the dominant rich peasant jats. Many 
of the less wealthy (ex-)votcrs complain, 
however, that since the BJP allegedly has 
been interested only in the temple issue, 
during its reign nothing has been done for 
the peasants. Randhir Singh is one of the 
middle peasants who had decided to give 
the BJP a chance, but he has become 
dissatisfied: 

Its policy on the Hindu-Muslim conflict is 
not good; it is had. And also, they are not 
looking after the peasants. It is true that they 
arc a baniya parly. That is why they have 
increased the fertiliser prices. So 1 cannot 
support them any longer and 1 want to shift, 
but it is very difficult to decide. All these 
parties have let us down. 

The dilemma under which many middle 
and rich peasants had to make up their mind 
is epitomised in the last sentence. During the 
BJP administration, they had wished to shift 
back to the Congress, and Tlkait even invited 
the prime minister to come and share the 
platform in Sisauli on conditions that the 
Congress would promise major concessions. 
The Congress, however, opted for a 
reiteration of the new economic policy, and 


rm$m: itone im< «ifr viableadtemati ve as 
yet. They considered the BJP as a party of 
capitalists and traders who want to divide 
the people by creating chaos and religious 
genocide. 

Of all the people in the early 1993 village 
sample who stated a party preference, 47 
per cent opted for the Congress, 30 per cent 
for the Janata Dal and only 16 per cent for 
BJP. 4 An alternative political formation 
appeared to emerge in late 1993. In the 
1993 state elections, the Socialist Party 
received 22.2 per cent of the votes, and the 
JD an additional 28.1 per cent. The BJP 
won the constituency with 39 per cent 
votes. And the Congress? It secured only 
2.2 per cent votes. 

From field reports, we got the impression 
that, given the division among the jats, the 
1993 elections were conducted fairly 
democratically. What thus appears to have 
occurred is a political polarisation after the 
demise of the multi-class Congress Parly. 
The hypothesis that the BJP attracted the 
richer half and the Samajwadi Party, and 
to an extent the Janata Dal, the poorer half 
of the electorate, however, needs to be 
corrected. 

On the basis of a survey conducted in 1994 
among 213 respondents in the area (see 
Table I), we can apportion the political 
preferences classwise and castewise/ 
Although there was no straightforward 
correlation, some correlations could be 
established nevertheless. Whereas the votes 
of the landless were fairly evenly spread 
over various parties, one-third of the poor 
peasants opted for the BJP and close to 50 
per cent of the middle and the rich peasants 
voted in favour of Janata Dal. i e, the party 
of Charan Singh and his son Ajit Singh 
who soon afterwards defected to the 
Congress The introduction of the Mandal 
Commission report was one of the reasons 
for Ajit Singh to move away from the 
Janata Dal. His supporters, with a few 


wtorij& 

A somewhat greater demarcation of 
political preferences could be observed m 
the case of caste. Muslims and brahmins had 
diametrically opposed preferences; the 
aversion of the former for the Congress and 
the BJP was matched by the affinity of the 
latter tor these parties. The jats were clearly 
with the Ajit Singh wing of Janata Dal. The 
preferences of the OBC and SC were spread 
over various parties, albeit with a specific 
preference for the BJP. This presumable 
'popularity' of the BJP shall have to be 
contextualised. 

The field material allows us to indicate 
the direction of the shift. The poor families 
had spread their options. Their shift towards 
the BJP was a swing away from the , 
Congress and, to a lesser extent, from the ' 
Janata Dal. The gains of the SP came mainly 
from the Janata Dal, particularly from 
poor peasant households. The losses of 
the Janata Dal were compensated by the 
return of rich peasants, and even more so 
ot middle peasants, fioni the BJP. It is 
typical of this area for various parties to * 
count support among dilterent socio- . 
economic groups. 

The political churning between 1991 and 
1993 elections indeed caused multiple shifts: 
middle and rich peasants from the BJP and 
the Congress to the Janata Dai, agricultural 
labourers and poor peasants from the Janata 
Dal to the Socialist Party, poor peasants 
from Congress to BJP. We did not notice 
any shift towaids the Congress. The shift 
which had occurred reflects a dissatisfaction 
of the middle and rich peasantry with the 
agrarian policies of the 1991-93 BJP 
government, and of the poor and non-jat 
households with the jat dominance: the BJP 
at that time offered them an escape avenue 
from the local power enigma " At a later 
stage, we shall find that this generally did 
not imply an ideological alliance with 
Hindutva. 


the deal fell through. 

The Congress, even after the exit of the 
Nehru parivar from politics in 1992, could 
still count on considerable support, although 
not a solid one. Many of the poor and landless 
families still remember the days of Indira 
Gandhi. In those days they felt that they had 
somebody who was concerned about them, 
and who tried to implement some social 
policies. The benefits did not necessarily 
reach them since between Delhi and their 
village, a whole battery of government 
officials siphoned off most of it, but her 
sympathy with and concern for the poor 
people was reassuring and promising. 
Many of these voters, or aspirant voters, 
remained with the Congress till 1992, or 


Tari i .3: Statements on Religion in Politics, Mii/affarnagar, 1994 



N Temple Construction 

Necessary 

Religion-Based 

Party Politics 

Misuse of Rarn’s 
Name in Politics 

Hindu males 

136 

44,8 

4.5 

68 4 

Hindu females 

49 

69 4 

4.1 

67.3 

Brahmins 

20 

75.0 

5 0 

60.0 

Jats 

75 

38.7 

4.0 

77.3 

OBC 

49 

59.2 

6.5 

55 l 

SC 

41 

56.1 

2.5 

75.6 

Muslims 

24 

0 

0 

0 

Very poor 

20 

50 0 

0 

80 0 

Poor 

89 

47 2 

4.6 

69.7 

Middle 

68 

43 5 

2.9 

69 6 

Rich 

12 

54.5 

0 

81.8 

Very rich 

20 

36.8 

5 6 

89 5 

Note: Based on 

213 respondents, of which 209 cases 

were internally consistent 

Figures close to 5 0 


indicate strong agreement, on a scale from 1 0 to 5 0. 
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Many jats explicitly state that they are not 
pie-occupied with the ‘Hindu Dharm’. 
Dharamvir, who has called her own sons *a 
tittle bit chamars’ for fiequenting the lower 
caste people more than she likes, may stand 
as a typical example of many jat women: 
caste conscious, but hardly religious. Of 
course, she knows the name of Ram, but she 
does not do anything at all (“kutch nehO. 
Jats are not supposed to worship, although 
some people occasionally fast in honour of 
Durga, and some women attend a ‘Satsang’. 
The jats, as a culturally dominant caste, have 
even effected a reverse type of sanskritisation: 
a number of brahmins have adapted to the 
‘little tradition* and have de-sanskritised 
their religious practice. 

The hindutva storm which has been 
blowing over UP from 1990 has prompted 
some of the brahmins and jats to adopt 
overtly religious practices. The village 
temple, which had been lying unused, except 
(bran occasional visit by brahmin ladies on 
their fasting day, has been renovated and a 
loudspeaker now helps to broadcast ‘kirtans' 
in the morning hours. The form is religious, 
the content is political. It is aimed at 
awakening the Hindus. 

Motorised BJPwallas like Kalyan Singh 
claim that the Hindus were asleep. Kalyan 
Singh has only 2.5 acres of land, but as a 
government employee in a strategic position, 
he earns a good living. The motorised Hindu 
speaks the ethical language of Hinduism and 
Civilisational values. Although the interests 
of the ‘kisan’ have been hit by the BJP, after 
all it is a party of businessmen, he still 
favours them: 

Yes, the jats were awake, but not in religious 
matters. The Hindus were sleeping. The 
temple in the village was lying unused. That 
has changed now. We have purchased a 
sound installation, and every morning kirtans 
are being sung for the solace of the whole 
village. Mohammedans and Christians have 
always been conscious about their religion 
and have propagated it. We also should have 
priests to do that. 

Since there is no benchmark to compare 
with, it is hard to infer whether the Hindus 
have woken or not. Some may have decided 
to stand up to the so-called danger of Muslim 
domination, but they are very few in numbers 
anyway. Denigrating references such as 
^pseudo-secularism’ (the pampering of 
Muslims) which are paradigmatic in the 
urban debate have their rural equivalents, 
but only on the fringe of the village idiom. 
The grand discussions on the Shah Bano 
case 7 and Pakistani agents do not cut much 
ice in the rural context. Muslims and Hindus 
belong to all classes and all castes, and have 
veiy similar life styles, an identical language 


range lived-in experience has taight tei 
the overriding commonness of culture and 
interests. The only aspect in which the 
Muslims in this area may deviate from the 
local social texture, is in the attitude towards 
family planning.* 

Straightforward communal remarks are 
rare. In a village sample of 149 respondents, 
we got statements from nine persons to the 
effect that Muslims should change their ways. 
They argued that all of those who have more 
sympathy for Pakistan than for India should 
be asked to leave. The others can be allowed 
to stay back, but on condition that they abide 
by the rules of ’Hindu Rashtra’ and adhere 
to family planning. If they would not, the 
occasional respondent maintained, Hindustan 
may come under the domination of the 
Muslims. We have also noticed that even 
those who expressed anti-Muslim sentiments 
did so on various grounds. Even in their 
case, religion appeared to take a back seat. 
Surprisingly, four of these nine Muslim- 
baiters were specifically opposed to the 
destruction of the mosque at Ayodhya on 
the ground that a religious site should never 
be destroyed. Of the other five persons, one 
Rajput teacher and one jat peasant, both with 
an allegiance to the Congress, took reaction¬ 
ary positions on each and every ideological 
issue. A brahmin doctor desired revenge for 
the ‘minority-baiting pseudo-secularism’ 
which he sees everywhere. The example of 
the Indian cricket team (‘a Hindu team with 
a Muslim captain’) is foremost in his mind. 
Another person had taken to the BJP line 
because Tikait at that time had told him to do 
so, but now he realises that it will be dangerous 
for the country if Hindus and Muslims fight 
each other. A jat who is MSc and now works 
on one-fifth share of 15 acres of family land, 
has the following explanation to make: 

Yes, 1 do believe in God, as an abstract 
power, but I don't practice or worship, and 
so 1 never go to the temple. But it was 
justified to demolish the mosque at Ayodhya. 
not because of revenge or something like 
that. No, it is a matter of correction of an 
historic injustice. Babarhad taken our temple, 
and now we have taken it back. Now, if you 
ask me whether there is a difference between 
a mandir, a masjid and a guradwara, 1 must 
say that there is no difference, and I must 
also say that this has been a political game 
which is not good for the nation. But even 
then I support the issue because when India 
was divided, the Muslims should have gone 
to Pakistan, and they have stayed, and now 
they are making more children and they are 
going to overtake us. 

We have given the long statement for two 
reasons; many elements reappear in the 
stories others narrate, and also because Santa 
Devi, his wife, has a totally different story 
to tell. The marital ideological discord 


which wasthrown upin the wdte ef the 
Muslim-Hindu riots and the dramatic news 
coming in from Ayodhya. The happenings 
had engrossed everybody and had coerced 
them into a stand. It is an issue on which 
the women in our sample, with the exception 
of one Brahmin and two jat women, have 
outrightly disapproved of the masjid 
demolition. The stand taken by Santa Devi, 
however, is typical in the sense that she not 
only defends the unity of Hindus and 
Muslims, but also opposes the caste 
cleavages. Hers is a religious belief which 
could have been taken straight from the 
pages of Akbar's din-ilahi and which is a 
perfect example of religious tolerance. Her 
testimony tells of the Indian tradition of 
tolerance and inclusiveness, rather than of 
dichotomy and dualism: 

To my mind all castes, all harijans and all 
Muslims are one. They are all children of 
God. They have one and the same blood. 
There is one God. and there is no need to 
go to mandir or masjid to worship Him. The 
battle for the mandir or masjid is therefore 
absolutely useless. Those who want to 
worship, they can do so anywhere. It is the 
purity of the soul, the willingness to do good 
work, not to hurt others, that is worship, that 
is religion. The rest is politics and fooling 
the people. They have raised a wall of Hindus 
and Muslims, and they are instigating them 
to kill each other. This is not a good thing. 
They are all sons of God. 

It is unmistakably an ecumenical position. 
Religion is seen as an individual affair, from 
which government should stay away. India 
should remain a secular state, and Ram, 
Bhagwan, Khuda and Allah are all names 
for the same god. A mosque or a temple once 
constructed becomes a house of god, and 
should never be destroyed. The destruction 
of the Babn masjid. a house of god, therefore 
was a sacrilegious act. 

Not A Hindu State 

In 1994, one and a half year after the in- 
depth interviews conducted in the above 
village sample, we conducted a survey among 
213 respondents (155 males and 58 females). 9 
Among others, we formulated two state¬ 
ments, framed positively and negatively, on 
the position of Hindus and Muslims in India. 
We got similar replies on both statements: 
76 per cent of the male respondents and 72 
percent of the female respondents considered 
both religious communities as citizens of a 
multi-religious state, with equal rights and 
equal claims to citizenship. On the other 
hand, around one-fifth of the Hindu 
respondents were inclined to discriminate 
against the Muslims. 

Whereas the Brahmins were neatly divided 
on the issue, jat and SC respondents were 
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not be any d& scrim taa^ between the two 
religious communities. As many as 34of the 
41 SC respondents were vehement in their 
opinion that India should not be considered 
a Hindu country and that Muslims should 
have equal rights in all respects. The OBC 
respondents were more ambivalent, mainly 
because of the opinion prevalent among the 
economically advantaged groups. 

This actually turned out to be a general 
pattern: the higher the position in the socio¬ 
economic hierarchy, in terms of land- 
ownership, education and economic status, 
the more frequent the position that India 
belongs to the Hindu community, and that 
Muslims should be treated as second-class 
citizens. To be more precise: more than one- 
third of the rich Hindus rejected the idea of 
Hindu-Muslim equality in a secular Indian 
state. Among the poorest households, this 
idea was practically absent (Table 2). These 
findings do suggest that the zeal for hindutva 
is likely to be informed by the class position. 

Ayodhya as a divide and rule game, as 
‘politics of chair* as the merry-go-round of 
the leaders (netao ki chak) are crisp 
summaries of the stand taken not only by 
Muslims, 10 but by most OBCs and SCs, and 
by many male and female jats as well. 
Nevertheless, the BJP*s inflammatory 
message that Babar in the 16th century raided 
the temple which was erected on Ram 
Janmabhumi has spread to the nooks and 
comers of the country. In the regions where 
we conducted research, this historical 
interpretation fell on fertile ground. The 
message has convinced one out of every 
three Hindu males that the mandir indeed 
had been destroyed by Babar, and therefore 
it was justified to demolish the Babri Masjid. 
Most of them see it as a rectification of the 
historic wrongdoing, and some, like Bhawar 
Singh, a jat middle peasant, have changed 
their mind: “I do not know what proof was 
given of the Ram Janmabhumi. Yes, 1 ran 
behind the B JP as a fool, like a real jat. Half 
of us don't have brains". His count turned 
out to be a good guess: 49 per cent of the 
Hindus were now opposed to the construct ion 
of a temple at Ayodhya. The others did not 
have a shortage of brains. They used their 
brains differently: although the wilful 
destruction, for a number of them, was 
unpalatable, their assumption often was that 
since the mosque had been removed anyway, 
the best solution would be to construct the 
temple as soon as possible so as to smother 
the communal fire. 

Whereas the brahmins were clearly in 
favour of temple construction, a majority of 
jats were opposed. Especially, OBC males 
and SC males were neatly divided over the 
issue; their female, counterparts were 
generally in favour of temple construction 


were not to much interested in die temple, 
as tn having the problem sorted out as soon 
as possible. They had preferred the court to 
settle the issue, and in the post-demolition 
context, they are not pleased if only a temple 
were to be constructed. They proposed many 
alternatives: the area should have both masjid 
and mandir, or none, or a school and a 
hospital may be built because there are 
already enough temples in Ayodhya. 

The high percentage of Hindu women (69 
per cent) in favour of the construction of a 
temple does not necessarily signify an ex¬ 
post approval of the destruction of the Babri 
masjid and of the appropriation of religious 
symbols for political ends. In order to gel 
a further indication of their stand vis-a-vis 
religion and politics, we have confronted 
our respondents with a number of statements 
relating to the introduction of religious 
elements into politics. The statements used 
for the purpose included the expediency of 
organising political parties along religious 
lines, and the necessity of more religious 
leaders getting involved in politics. Both 
statements got by and large negative 
responses. Only eight Hindus thought it 
expedient to organise political parties along 
religious lines. The insignificant number 
suggests, as has been argued above, that the 
appeal of the BJP, at least in thisjat-dominated 
area, is related much more to secular factors 
than to its proclaimed defense of religion as 
such. We consider this to bea very significant 
finding, the more so since the advocates of 
the construction of a temple at Ayodhya 
were in a majority. 

In its political campaigns, the BJP 
leadership, directly or through its VHP 
intermediaries, had profusely made use of 
the Ram icon. The reaction to the statement 
that the name of Ram had been misused in 
the political game around the Ayodhya 
controversy can be gauged from the response 
to the statements on religion (Table 3). The 
OBC respondents, it should be noted, were 
least inclined to agree with the statement. 
Particularly, jats and SC respondents, apart 
from Muslims, were of the opinion that the 
name of Ram had been misused in the political 
power game. Landless Chamars and Bhangis 
or Valmikis have more fundamental wishes 
than the defense of a religious community. 
Fullo, in her complaints about decreasing 
employment opportunities and wages which 
do not keep level with rising prices, recollects 
the days of Indira Gandhi when to the poor 
people explicit benefits such as land 
distribution were still possible. Those 
benefits, she argues, will not come from 
adding more religion to politics: 

I worship the idols kept in my house, but 

1 know that they will never provide me with 

bread. It is only through work that we can 


We need factories in the villages or we need 
land. There is still 250 bigha of land lying 
vacant in this village, and so many rich 
people have too much land. Indira at least 
helped us. 

The village discourse, especially in the 
houses of the poor folk, informs us that the 
simple village logic stands for practical 
tolerance. Revenge and punishment for 
misdeeds done in the distant past cannot be 
allowed for it would set in motion a whole 
process of retaliation. The stand is a note 
of warning against politicians who want to 
undo a historic wrongdoing with a new 
wrongdoing: the present day Muslims cannot 
be punished for ‘misdeeds* which have 
occurred in a different context in history. 
Moreover, the plea continues, Muslims have 
been living here peacefully, and there is no 
obvious reason why the cordial relation 
should be disturbed after more than four 
decades of independent India. 

Another line of argument in the village 
discourse against religious politics starts from 
the premise that a political party was behind 
the Hindu revival movement. Since political 
parties have never helped the people, and 
have never helped the peasants, the question 
then asked is: “If politics works against the 
interest of the people, then how can Hindu 
politics work in the interests of the people?" 
A majority of the Hindus in the area prefer 
not to be fooled by ‘nctajis’ and ‘lalajis*, 
even if they get dressed up in saffron robes. 
Dharamvir is a small peasant with a BA 
degree who in 1991 had voted for the BJP, 
but has never swallowed their arguments: 

God has created all of us, and he is supposed 
to be there fur the mental relief and happiness 
of the people, and the people are not supposed 
to be there for the service and happiness of 
God. So the BJP should make a policy not 
for the benefit of Ram, who is not a god 
anyway, but for the people, and on this point 
their policy is anti-people. They are trying 
to capture power through the backdoor in 
th< name of religion. Some local people 
have supported them in their game. I did not 
like it, but 1 alone could not go against their 
verdict. 


Conclusion 

The mainstream tradition in Indian 
scholarship, and in Indian politics, has been 
the secular approach. Its many excellent 
historians (Romila Thapar, R S Sharma, 
Irfan Habib. Sumit Sarkar, Bipin Chandra, 
Barun De, to name only a few) and a plethora 
of other stalwarts in their slipstream have 
analysed the emergence of the Indian 
subcontinent in terms of a secular process. 
The Indian nation which came to be 
established was conceived in the context of 
a secular and democratic state. It embodied 
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enlightenment era. 

This analysis has drawn flak from authors 
in the post-modernist school who. in a neo¬ 
orientalist appraisal, have come to the 
conclusion that India cannot but be steeped 
in a religious discourse and frame of mind. 
From afar and from above, the people down 
below arc projected as basically being replica 
of the people who were described as religious, 
spiritual and transcendental by the 19th 
century orientalists. 

At a general level, the neo-oricntali&t 
approach is an unequivocal denial of the 
probability and the desirability of universal 
values, ambitions and aspirations. The 
abandonment of the ideal of secularism 
presumably has a class echo to it. 11 is propably 
not those who are suffering from injustice 
and exploitation, who have abandoned 
secularism. In the words of O’ Neill (1995:1): 
“No, it is not these people who have 
abandoned idealism, universalism, truth and 
justice. It is those who already enjoy these 
things who have denounced them on behalf 
of the others.” 

The postulates at the general level have 
been tested in the local environment. We 
have chosen an area in which the BJP had 
a strong electoral showing and in which the 
rural poor, inclusive of the SC segment, 
unlike in many other areas of UP, had voted 
for the BJP. The field data have thrown up 
a number of interesting findings relevant to 
the debate on the role of religion and of 
political parties riding on religious symbols 
and values. They basically confirm earlier 
findings in Licten (1996) on other areas in 
Uttar Pradesh, and support the general views 
held in Engineer (1989, 1995), Graham 
(1993), Gopal (1991), Balasubramanian 
(1992), and a host of others, including a 
newly emerging post-modernist inter¬ 
pretation, such as Ashish Nandy et al (1995). 
The latter (1995:78) consider Hindu 
nationalism as “an illegitimate child of 
modem India, not of Hindu traditions”, and 
as a political movement with an instrumental 
use of religion as an ideology the roots of 
which “lay primarily in the Brahmanic, 
westernised, tertiary sector” (1995:82). 

In Muzaffarnagar, despite the restraints 
on civic freedom, new ideologies have been 
wafting in and have affected the individuals 
in different ways. A redefinition of each 
individual 1 s position on caste, class, gender, 
religion, nation, and so many othcrcatcgories 
which demand a normative stand, is 
continuing. In this process, hindutva for 
most of the villagers is an alien concept. 
Theirs is a discourse on much more mundane 
issues. The conclusions on the three issues. 
Which wc have reported from a BJP 
stronghold, arc diametrically opposed to the 
Sangh parivar ideology: the Indian nation 


secularism (and religious tolerance) are 
distinctly considered as valuable, and religion 
is experienced as having been misused for 
political purposes by the socio-economic 
elite. 

Notes 

1 The sample of 124 males and 25 females 
included 10 Brahmins. 72 jats, 28 OBC, 29 
SC and 10 M uslims; 63 fainilles were landless, 
19 families had less than 2 acres of land, 38 
families had between 2 and 6 acres, and 27 
families had more than 6 acres. 

2 They claim that criminals and politicians are 
‘two hands on one stomach* and that the more 
important ihc politician the bigger the stomach 
One such disappointed jat, an MSc from a 
small peasant background, explains, in an 
intellectual fashion that ‘the sovereignty of 
the people exists on paper only. Actually it 
resides with the criminals and the big 
businessmen*’ 

3 Their ignorance is very much related to the 
democratic deficit in the villages. “We do not 
have voting rights. We are like the gulam of 
the jats Lucknow and Delhi are tar away. 
Here we have a jat government. So what is 
the use of telling you our political party 
preference” Coercion and ballot box stuffing 
arc common features of the election process 
in the area (see also Jagpal Singh 1992:133 
ff| and the election results may only vaguely 
reflect the political preferences 

4 Mulayam Singh Yadav and the BSP, the 
overall winnersof the state legislativccleclions 
in late 1993. and the communist parties - the 
CPI(M) won Bijnor constituency - could 
count on only a few supporters. 

5 Our sample does not tally with the actual 
election results. The difference can be 
explained by three factors we covered only 
a part of the constituency; wc asked the 
respondents for their actual preferences, even 
if they had not voted, or had not been allowed 
to vote; our sample was intentionally biased, 
giving a higher weightage to poor villagers 

6 The Communist Party and Kanshi Ram’s BSP 
are names which scheduled castes, backward 
castes and Muslims occasionally refer to as 
parties which have taken up the cudgel against 
caste suppression, but since none of them is 
really active in the area, the poor villagers 
are left to lament: “We are helpless” 

7 In 1985. the Rajiv Gandhi govern -nt decided 
that Muslim women, after divorce, should not 
he paid allowance by the ex husband. The 
case can be construed as one of pampering 
the conservative Muslim males, but nut the 
Muslims in general, and certainly not the 
women. 

8 Whereas most Hindus do accept a restriction 
on the number of children, and the younger 
couples have generally started practising it, 
many Muslim males and females in the area 
still accept progeny as a natural process which 
should not he interfered with. It is an attitude 
which, it should be added, is common for 
poorer segments of rural society, and which 
is also prevalent among Hindu lower castes. 

9 The samples were drawn differently. The 
1993 sample covered two villages, and 


weightage to the poorer aeigJib^rtKKids .Tlie 
1994 survey covered the village in the nyuya 
panchayat and included comparable size 
groups from each caste or class. The findings 
may therefore differ because of a 
methodological variation. The intervening 
time period may also have shifted opinions. 

10 For Muslims, the terms of the debate are not 
set by the historical record, but by the political 
and social meaning of the agitation. The fact 
is, they claim, that Hindus and Muslims have 
been living together peacefully, and that the 
opportunist political game of the ’goonda 
party* (the BJP) has succeeded in provoking 
the Hindus. 
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DISCUSSION 


Gender and Land Rights 

Bina Agarwal 


THIS is in response to Indu Agnihotri’s 
review of my book A Field of One's Own: 
Gender and Land Rights in South Asia 
(March 2). When I heard that Agnihotri was 
to review the book, I welcomed the idea. A 
positive response to the issues the book 
raises, from someone with a long-standing 
commitment to improving women’s situa¬ 
tion, and active in the All India Democratic 
Women’s Association (with links with the 
CPKM)), could further advance these issues 
in policy and political agendas. And indeed 
Agnihotri has written a long and serious 
review, affirming the importance of bringing 
the question of women* s land rights to centre- 
stage. 

And yet the review contains so many 
misrepresentations that one is left feeling 
that Agnihotri approached the book not in 
a spirit of dialogue with someone who shares 
her concern with the problems of the dis¬ 
advantaged, but rather as an adversary and 
a defender oi the ‘faith’. 

While I don’t normally respond to reviews 
ot my books, in this case I feel 1 owe it to 
the readers of EPW to counter some of the 
most important misrepresentations, and to 
spell out my differences on the question of 
‘joint pattas’ which Agnihotri and others are 
advocating. The length of this response has 
been necessitated both by the length of 
Agnihotri’s review and the need to quote 
relevant passages in the book to clarify my 
own arguments. 

Women’s Class Position 

Agnihotri accuses me of not taking cog¬ 
nisance of “the immense social cleavages” 
“between men and women, as well as bet¬ 
ween women and women”. She dismisses 
my argument that “there is an ambiguous 
character to women’s class position’’ as 
“saying nothing”. And she secs my state¬ 
ment that class divisions between women 
could be less sharp and divisive than those 
among men as “an expression of extreme 
naivety”. She ignores the discussion prior 
to these arguments, thus putting them out 
of context. She also ignores the book’s 
extensive discussions of class and caste 
divisions between women, and how these 
divisions might obstruct collective action. 

In fact, the book centrally addresses the 
importance of recognising class differences 
between women, while also arguing that a 
woman's class position cannot be derived 
simply from the household’s class position 
as has been the standard assumption in 
Marxist and other social theory. Consider 
a few of the relevant passages; 


Chapter 1 (pp 14-15): 

In fact, neither den ving women’s class from 
the property status of men nor deriving it 
from their own property less status appears 
adequate, although both positions reflect a 
dimension of reality. Women of large landed 
households m south Asia do gain from their 
husbands’ class positions in terms of their 
overall living standards, their typically lower 
work burdens, the social status and influ¬ 
ence they can command in relation to other 
village women, and so on. Hence property 
mediates relationships not only between men 
and women but also between women. At the 
same time, there are significant common¬ 
alities between women which cut across 
derived class privilege (ordeprivation), such 
as vulnerabiluy to domestic violence; all 
women’s icsponsihility for housework and 
childcare (even il not all women are obliged 
to perform such labour themselves - the 
more affluent ones can hire helpers); gender 
inequalities in legal rights: and the risks of 
manial breakdown due to which even women 
of rich peasant households can he left 
destitute and forced to seek wage work, 
reflecting their propcrtyless state and 
economic vulnerability as women In othei 
words there is an ambiguous character to 
women’s class position. 

This complexity impinges with critical 
force on the possibilities of collective action 
among women . Class differences among 
women, derived through men, can be and 
often are diwsivc in terms of relative 
economic privilege or deprivation, the 
associated ability (or lack of ability) to 
dominate women’s groups, perceptions 
about which aspects of gender relations need 
challenging, willingness to engage in 
collective struggle, and so on. At the same 
time, the noted commonalities between 
women’s situations and the relatively 
vicarious character of their class'privilege 
make class distinctions between them less 
sharp and divisive than those among men, 
and could provide the basis for collective 
action on several counts (as will he elaborated 
in Chapters 9 and 10). [There are of course 
aspects ol a perso.i’s identity other than 
class which also can be divisive or adhesive, 
such as caste, ethnicity, and religion.) 

Again Chapters 9 and 10 contain long discus¬ 
sions on class and caste cleavages between 
women; for example these passages from 
Chapter 10 (pp 490-92): 

A particularly contentious issue [regarding 
ihe potential foi collective action] relates to 
class (and caste) differences and associated 
conflicts of interest. For instance, women 
of middle and rich peasant households are 
likely to enjoy several class-related advan¬ 
tages over women of poor peasant house¬ 
holds in exercising their inheritance rights. 


Wc might expect them to be better informed 
of their legal rights due to higher literacy 
levels; to have greater access to the judi¬ 
ciary. bureaucracy and local decision¬ 
making bodies; and to have more economic 
resources at their command... Such women 
may thus need less support in exercising 
their inheritance claims than would poor 
peasant women, and their incentive to 
cooperate with poorer women may con¬ 
sequently be weaker. 

Also certain types of legal changes, such 
as redistributive land reform enactments, 
which benefit tenant or agricultural labourer 
households at the cost of landowning house¬ 
holds, arc likely to he associated with conflicts 
in interests (stemming from class, sometimes 
overlapping with caste, differences) between 
the women of these households. This would 
impinge adversely on the possibility of cross- 
elass/castc solidarity between women... 

These and other conflicts of interests 
among women... cannot be ignored. They 
suggest that women’s organisations which 
are class (and caste) homogeneous and cater 
to poor low-caste women have a greater 
chance of ensuring the latter’s participation. 
The experience of grass roots organising 
across south Asia also bears this out Forging 
cross*class/casle solidarity appears to have 
more promise around issues such as domestic 
violence, but even here experience suggests 
that social and economic homogeneity is 
helpful The dilemma is that in order to 
overcome the obstacles in women' s path for 
realising rights in land, both cross-class and 
cross-regional mobilisation is likely to be 
necessary. 

Here I would like to argue that despite 
the noted sources of conflict, there are 
significant areas of mutual benefit which 
could yet motivate collective action by 
women across class/casic lines. One is legal 
reform. Women of all classes with a stake 
in family land, whatever its size, stand to 
gain from more gender-egalitarian personul 
laws governing the inheritance of landed 
property. And the percentageof such women 
in south Asia is not small: despite the highly 
skewed distribution of land in the region, 
the large majority ot rural households do 
own some land... Similarly, a wide spectrum 
of peasant women belonging to large and 
small farmer as well us tenant households 
(even if not to agricultural labour households) 
would benefit from certain changes in land 
reform legislation [to eliminate gender 
inequities’ ]... Such legal reforms could form 
the basis of a joint struggle. That women 
with divergent concerns can co-opcrate 
strategically for legal change is also home 
out by campaigns in recent years to amend 
dowry and rape laws in south Asia, for 
which women's groups successfully came 
together to form common fronts, despite 
significant differences in their ideologies, 
agendas, and class/caste compositions... 

Some optimism on the possibilities of 
cross-class/castc links is also generated when 
we consider the important role played by 
many urban middle-class women activists 


Economic and Political Weekly June 8, 1996 


1417 




to promoting issues tffecting pom* raid 
women* Many women's organisations in 
south Asia which are constituted of working 
class or poor peasant women have been 
spearheaded by middle class activists... More 
generally, understandings forged through 
debates conducted in academic and other 
middle class forums have helped to legitimise 
and promote gender-progressive ideas and 
movements"... 

In other words, although it would be 
grossly unrealistic and romantic to suggest 
that economic and social differences will 
not be barriers to collective action across 
class and caste lines, it would be unduly 
pessimistic... to argue that no joint action 
is possible by women divided along those 
lines. The strategic question is that of 
identifying those issues on which there would 
clearly be gai.. for women of diverse socio¬ 
economic backgrounds, and those on which 
a conflict of interest i& likely to dominate. 

Thus for Agnihotri to say that I do not 
recognise the social divisions among women, 
or between women and men, is a gross 
distortion At the same time, I would like 
to ask Agnihotri: are such cleavages insur¬ 
mountable in all contexts? If that were so, 
what role would middle class university- 
educated activists have in movements of the 
working class or the rural poor? What 
contribution could the Left intelligentsia 
make in the process of radical social 
transformation? There are innumerable ex¬ 
amples of middle class activists and aca¬ 
demics who have played important pans in 
such transformative movements, and Marxist 
theory (particularly Lenin 1 s!) has had a place 
for this. 

That I think class and social divisions 
among women may be less divisive than 
those among men, is a matter of judgment. 
I base mine on many years of participating 
in the women's movement in India, and 
some familiarity with feminist movements 
in other countries. Perhaps Agnihotri has a 
different reading of this experience. If so I'd 
like to hear why. But distorting my views 
and calling them "naive* cannot substitute 
for argument. 

Colonial State and Erosion of- 
Land Rights 

Agnihotri says that 1 have not adequately 
recognised how the elusion of women’s land 
rights is related to other historical processes, 
particularly the actions of the colonial stale. 
She proceeds to elaborate how laws framed 
during British rule led to entire groups los¬ 
ing their rights, including those practising 
shifting agriculture, forest dwellers, etc, and 
reproaches me for not using more ( archival 
source material* to trace these changes. 

Let me refer Agnihotri to my lengthy 
discussion on the Garos (running into 15 
printed pages of Chapter 4) which is precisely 
on this issue. It traces how legal, admini¬ 
strative and technological interventions by 
the colonial (and post-colonial) state led to 


the tntoaferiitttion of * community #hich 
had been virtually classless and relatively 
gender-egalitarian (with land being held 
communally under shifting agriculture and 
non-inheritable), to an increasingly class- 
and gender-differentiated one. This analysis 
was based on available archival material in 
English (there wasn't much, and 1 doubt 
much more could be dug up in English) as 
well as on field visits and interviews with 
elderly village women and men, forest 
and land reform officers, and scholars in 
Shillong, Guwahati and the Garo hills. 
None of the then existing studies of the 
Garos to my knowledge had traced in this 
way the interactive effects of state inter¬ 
ventions, technological change, kinship 
structures, production relations and gender 
relations. [See Agarwal (1991) for the fuller 
analysis.] 

Again the discussion on the Nayars and 
the Sinhalese in Chapter 4 dwells at some 
length on colonial and post-colonial state 
interventions in changing laws and rights for 
men and women. The entire chapter runs 
into 40 printed pages. It must take a very 
cursory read for a reviewer to miss this 
discussion on a subject which is clearly close 
to her heart! 

Of course a historian writing a mono¬ 
graph on the Nayars or Sinhalese in the 19th 
century would wish to draw upon more 
detailed archival sources, and in the original 
languages, but this is not a book on only 
one community or region. Instead of nit¬ 
picking about particular bits of source 
materia] (and nowhere does Agnihotri give 
references on exactly what archival material 
she has in mind or how it would change my 
argument), Agnihotri might have recognised 
the book’s contribution to interdisciplinary 
inquiry (covering economics, law, anthro¬ 
pology, history, sociology, geography, and 
political science). It would indeed be a 
happy day if many more scholars engaged 
seriously with writings beyond their own 
disciplines. 

Feminist Theory 

Agnihotri refers to ‘grey areas* of feminist 
theory and implies that the book has little 
to offer on this count. I am not sure what 
she means here. Chapter 2 on ’Conceptua¬ 
lising Gender Relations’ is entirely theore¬ 
tical. It entiques as well as builds on bar¬ 
gaining theory to illuminate how gender 
relations get constituted and contested, both 
within and outside the household. It is theory 
that economists, and increasingly social 
anthropologists and political scientists 
studying social relations (including gender), 
would readily recognise. 

1 entirely agree with Agnihotri (and many 
others before her) that merely tacking on 
feminism to Marxism has not taken us very 
far, and 1 choose not to do so, although my 
work is certainly indebted to Marxism. For 
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inequities* however, 1 find theoreticJdeve- 
lopments, such as the bargaining approach, 
particularly illuminating-1 also chine not to 
spend much time on Catherine MacKinnon’s 
theoiy of the state (which Agnihotri is un¬ 
happy I only touch upon). Mariunnon (1989) 
characterises the state as a male institution: 
‘The state is male in the feminist sense: the 
law sees and treats women the way men see 
and treat women.” I am surprised that 
Agnihotri appears to endorse this position 
(which could be read as bordering on essen- 
tialism), and is not unhappy with Mac¬ 
Kinnon’s relegation of ‘class' to the sidelines 
in her characterisation of the state. 

My own view of the state, as outlined in 
Chapter 2 (p 79) is: 

[Here] the state is not being seen as a mono¬ 
lithic structure which is inherently, uniformly 
or trans-historically ’patriarchal*. Rather it 
is a differentiated structure through which 
and within which gender relations get con¬ 
stituted through a process of contestation. 
Such a conceptualisation does not deny the 
empirical realities of state-functioning in 
south Asia as having been, in greater or 
lesser degree, more gender-retrogressive than 
gender-progressive. But it does mean that 
the state could be and has been in some 
degree subject to challenge and change in 
this respect. 

Land Ownership v$ Control 

Agnihotri criticises me for allegedly 
’arguing for the rights of women from the 
standpoint of ownership alone’, and treating 
land only as a matter of ’juridical rights'. 
These are again misrepresentations. 

To begin with, the book’s focus is not only 
on women’s land ‘ownership’, but also on 
property control. In Chapter 1 (pp 13-14) 
I argue: 

[Another issue that] needs emphasis is that 
of property control. Property advantage 
stems not only from ownership, but also 
from effective control over it. In societies 
which underwent socialist revolutions, while 
private properly ownership was legally 
abolished, control over wealth-generating 
property remained predominantly with men; 
any positive effects on gender relations that 
could have stemmed from the change in 
ownership if accompanied by gender- 
egalitarian mechanisms of control, thus went 
unrealised. Indeed in most societies today 
it is men as a gender (even if not all men 
as individuals) who largely control wealth- 
generating property, whether or not it is 
privately owned, including as managers in 
large corporations. Even property that is 
under state, community, or clan ownership 
remains effectively under the managerial 
control of selected men through their domi¬ 
nance in both traditional and modern insti¬ 
tutions: caste or clan councils, villageelected 
bodies, state bureaucracies at all levels, and 
so on. Also in most countries, men as a 
gender exercise dominance over the instru¬ 
ments through which their existing advan¬ 
tages of property ownership and control get 
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of recruitment into bodies which exercise 
control over property (private or public), the 
institutions which play an important rote in 
shaping gender ideology, and so on. 

Of course, as Agnihotri emphasises, issues 
of production relations are important as well. 
The point, however, is that the organisation 
of production and relations of production 
are crucially (albeit not only) linked to who 
owns/controls the means of production. 
Indeed, 1 am surprised that Agnihotri as a 
Marxist feminist should so downplay this 
link. In any case, 1 fail to sec how all this 
can be interpreted as emphasising ‘juridical 
rights’ alone. In fact much of the book 
(Chapters 1, 3, 6, 7, 8, 10) is devoted to 
explaining why there are such large gaps 
with respect to women's land rights between 
law and practice, and between ownership 
and control. 

On a related point, for Agnihotri to suggest 
that I build my case for land rights only in 
terms of welfare misses the point stressed 
again and again in the book. As the first 
chapter makes clear, the case for women's 
land rights stands on four main pillars: 
welfare, efficiency, equality and empower¬ 
ment. And while the welfare and efficiency 
arguments are concerned with women having 
some land in absolute terms, especially in 
a situation of poverty, the equality and em¬ 
powerment arguments ore concerned also 
with women's position relative to men, and 
particularly with women's ability to chal¬ 
lenge oppression within the home and in the 
wider society. The entire Chapter 2 is focused 
on how effective property rights would in¬ 
crease women* s bargaining power in different 
arenas: the family, the community, the 
market, and the state. 

Similarly, Agnihotri v s characterisation of 
my discussion of land rights as tilting “the 
balance in favour of one form and mode of 
agricultural activity”, is incorrect. At several 
points in the book (including Chapter 1, 
pp 22-24) I emphasise the importance of 
village common land (such as still exists) 
for poor women’s subsistence, and discuss 
the prospects of non-farm employment. But 
agriculture is still the most important source 
of livelihood for rural women in south Asia, 
and the gender gap is increasing as more and 
more men move into rural non-farm em¬ 
ployment, while women remain in agricul¬ 
ture (the feminisation of agriculture), but 
without land titles. Moreover, many viable 
non-farm activities also need access to at 
least some land. 


'(Mitt ftp to property tettMimle nut 
inportent economic factor affecting 
women's economic, social and political 
status, and that "it could prove to be the 
single most critical entry point for women's 
empowerment”. 

For too long now the demands of activist 
groups and policy statements by state and 
central governments have been like a 
smorgasbord: every issue under the sun gets 
thrown in, so that we have a long list of ills 
but seldom priorities for action. Surely the 
aim of theory and analysis is to sift through 
this confusion and suggest what might be 
the most central linking issue? 

As 1 sec it, women's command over 
property, especially agricultural land, is vital 
for reducing other social and political 
inequalities. Every chapter in the book 
emphasises the interlinks between property 
and other aspects of women's lives. The 
obstacles to realising women's rights in land 
are recognised as being multiple and com¬ 
plex, including legal, administrative, social, 
and ideological. Chapters 1 and 9 also bring 
out how peasant women themselves link 
property rights with issues of identity. dignity 
and social status. It is precisely because 
property is connected with so many aspects 
of women's lives, and in such fundamental 
ways, that women’s strugglctogain effective 
command over land has such an important 
transformative potential in south Asia. 

Also as 1 argue in Chapter 10: 

The present analysis indicates that today 
change will require simultaneous struggles 
over property, over the norms governing 
gender roles and behaviour, and over public 
decision-making authority. It will mean 
contesting the existing hierarchical character 
of gender relations, within and outside the 
household, based on highly unequal access 
of women and men to economic, political 
and social power. In the countryside, the 
distribution of landed property is both a 
crucial contributor to these dimensions of 
power and an outcome of the initial 
distribution of such power. This interactive 
effect of landed property and rural power 
makes for a deadlock which is often difficult 
to break. At the same time, the very breadth 
and depth of the obstacles make land rights 
a critical entry point for challenging unequal 
gender relations and power structures at 
many levels The struggle for land is thus 
important in terms of not just the end result, 
but the very process necessary for the 
realisation of that result, which can be (and 
indeed would need to be) one of women’s 
empowerment ai multiple levels along the 
way.*’ 


Single-Point Agenda? 

Agnihotri takes me to task for having 
what she sees as a “single point agenda”. 
This misses the point of the book. The book 
does not present asingle point agenda; rather, 
it prioritises the agenda . I argue that the 


Does this sound like single point agenda? 

Agnihotri suggests that the issue of 
women’s land rights has been raised con¬ 
sistently, for some years, by large number 
of leftist and feminist activists. Would that 
it were so. While it is true that land rights 
for women have been mentioned here and 


there by aclivtatgroups (the book quotes a 
few doaiments from the 1980s which do so), 
and were raised centrally in afew movements 
such as Bodhgaya, the fact remains that this 
issue has failed to receive the critical and 
central attention it deserves from most 
gender-progressive groups. 1 am of course 
glad to hear from Agnihotri that the question 
has been debated within the Left between 
women and Kisan Sabha activists. But it still 
needs answering why despite such debates, 
we see so little in terms of results, and why 
Operation Barga so completely bypassed 
women's claims. At the same time I think 
Agnihotri is being unduly sensitive about 
my passing criticism of Operation Barga. 
The main point I was making is that 
women's rights in land has not been part 
of the land reform agenda of any political 
party, including communist ones. I do point 
out, though, that the CPI(M) is the only party 
whose election manifesto (in 1991) expli¬ 
citly promised to take measures to ensure 
women's equal rights in landed property. 
Nevertheless, thequestionofimplementation 
remains. 

Only A Woman’s Issue? 

Agnihotri says that the importance of 
forging alliances between women's groups 
and other progressive groups is something 
I have “not even considered”. Nothing could 
be further from the book’s thrust. Again and 
again the book stresses the important role 
of gender progressive organisations (and not 
just of women alone) in transforming 
patriarchal structures. Gender-progressive 
is defined as relating to laws, practices, 
policies, etc, which reduce or eliminate the 
inequities (economic, social, political) that 
women face in relation to men; the term is 
also applied to individuals and organisations 
(be they men or women) that work toward 
this end (Chapter 1, p 9n). 

In fact 1 include within the fold of the 
broad ‘women's movement’ (Chapter 10) 
those mi xed-sex organisations which include 
women's concerns as part of their agendas. 
1 point out that a more gender-sensitive 
approach among some mixed-sex groups 
has appeared particularly since the early 
1980s, alongside a more general spread of 
gender awareness among activist, academic, 
and government circles. Although the number 
and reach of gender-piogressive organisa¬ 
tions and individuals vary across south Asia, 
they constitute a noticeable presence in all 
countries of the region. 

The importance of forging alliances is 
noted particularly in Chapter 10 (p 502-03): 

Especially since the mid- f 980s... there is an 
emerging recognition among many women's 
groups that the struggle against gender 
inequalities cannot be waged in isolation 
from struggles on many other fronts, inclu¬ 
ding those for democratic rights, against 
communalism, and for development policies 
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■; tori an, and politically participative. One 
outgrowth of this recognition has been at- 
' tempts by women's groups of forge links 
witli other progressive groups to provide a 
wide-ranging critique of the economic and 
political system and a broader base for 
agitation In India, for instance, several 
(especially left-oriented) women’s groups 
have participated actively in campaigns for 
civil and democratic rights, for environ¬ 
mental protection and regeneration, and 
against communalism. along with mixed- 
sex groups formed primarily around these 
concerns. In Pakistan, the Women's Action 
Forum was also a part of the movement tor 
the restoration of democracy in the 1980s. 
In Sri Lanka, a number uf women's orga¬ 
nisations have been working for peace and 
secularism in a society loin by ethnic stnle, 
and so on. 

1 also find it curious that throughout her 
review Agnthotri refers approvingly to the 
wisdom and foiesight of 'left leaning 
women’, the Lett’, and ‘the women’s 
movement , as ii these groups stand quite 
separate Imm many of us who for the past 
decade and a halt have been part of the 
women's movement, the environmental 
movement, and movements tor democratic 
rights. Agnihotri slates. "Here it may he 
useful to consider the point made by the 
women’s movement that providing women 
with control over resources is necessary for 
a more meaningful notion of development 
itself.” It is strange to have one’s own 
arguments, made ovci a decade or more, 
returned in this way! 

Let me now come to the issue of joint 
pattas* which Agnihotri says has the support 
Of the women within the Left and many other 
groups. 

(Jkoup Pattas’* 

As argued in the book’s Chapters I and 
If), I believe joint pattas cannot adequately 
address the problem of women's lack of 
effective land rights. 

To begin with, the bulk (about 86 pei cent 
by my assessment) of India's aiable land is 
Already privatised; thus to make a dent in 
women’s property needs, the question ol 
inheritance is central. The pattas that uic 
distributed ate largely trorn public land and 
in some small degree from private land, 
Acquired mostly under the land ceiling laws. 
In whichever way we calculate available 
/ceiling surplus land , it would still come 
Jo only a small percentage of total arable 
'|pnd in the country 

;; -Nevertheless the issue of public land 
distribution is important. Here while joint 
gttttas are better than no pattas at all, many 
W the advantages of women having land 
j^ould not accrue with joint titles. For 
Instance, with joint titles women would find 
^difficult to gain control over the produce 
>f the land, or to claim their shares in case 
’Wftiarita) breakup; and they would be less 
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able to escape frdto situations of marital 
conflict or violence. As some Bihari women 
told me; M For retaining the land, we would 
be tied to the man”. Wives may also have 
different land use priorities from husbands 
which they would be better able to act upon 
with independent land title. Moreover, joint 
pattas take no account of women who live 
outside the context of marital relationships. 
Individual pattas would give these and other 
women greater autonomy. 

At the same time, both individual and joint 
pattas carry other risks such as of the land 
being appropriated by a rapacious money¬ 
lender In addition, there is the dilemma of 
who would later inherit the land. In the 
Rodhgaya movement in Bihar most women 
who received land said they would bequeath 
it to sons or daughtcrs-in-lavv rather than to 
daughters, since the latter would leave the 
village on marriage. 

An alternative to joint titles with hus¬ 
bands, as well as to individual titles, would 
be for poor peasant women to receive land 
as a group, as discussed in Chapter 10, 
pp 487-88; 

Women of each participating household 
|could have] use lights but not the right 
to individually dispose of the land. The 
daughters in law and daughters of such 
households who are resident in the village 
would share these usufructuary rights; 
daughters leaving the village on marriage 
would lose (hem, but could reestablish their 
rights should they need to return to their 
paicntal homes due to marital breakup or 
widowhood. In other words, land access 
could be linked formally to residence, as 
was the case under some traditional tribal 
systems ..the difference being that here the 
land would belong not to a joint family or 
a clan, hut to a group of poor peasant women. 
This would strengthen women's ability to 
tetain control over the land. Collective 
ownerhsip would also be a means of crea¬ 
ting. or (as in some tribal contexts) preser¬ 
ving, a mote communal and egalitarian 
basis of land access. More generally, con¬ 
taining the trend toward the individual 
privatisation of what is currently communal 
land, especially village common land, would 
help protect the welfare interests of poor 
households, and especially of women in 
these households... 

Group ownership of land need not of 
course imply joint management, just as 
individual ownership need not preclude joint 
management. For instance, women jointly 
holding ownership rights in land could 
cultivate the land either in separate plots 
allocated on a household basis or co¬ 
operatively as a group, with each woman 
putting in labour time and sharingthc returns. 
Or there could be some combination of 
individual and group management, such as 
family-based female cultivation along with 
joint investment by the women's group in 
capital equipment, and co-operation in terms 
of labour-sharing, product marketing, etc... 
Women functioning in groups would also 
be in a better position to mobilise resour- 
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through available governmental or non¬ 
governmental schemes for investing in irri¬ 
gation and other inputs. Group investment 
when linked with group management could 
further strengthen women's hands in this 
respect. 

Some cases of successful joint land 
management by groups of women already 
exist in India and Bangladesh, relating both 
to village wastelands and the cultivation of 
private land. In such initiatives, the economic 
and social homogeneity of the groups and 
the fact that they involve those who had little 
or no land to start with, would help guard 
against some of the pitfalls encountered, for 
i nstance, i n attempts to promote co-operative 
farming in India in the 1950s; in that 
experiment the co-operatives were typically 
class- and caste-heterogeneous and mostly 
involved farmers long used to individual 
cultivation. 

In August 1995, at a meeting of elected 
women panchayat representatives in Madhya 
Pradesh, when I raised the issue of groups 
of women holding land as versus joint pattas, 
many of the women expressed immediate 
enthusiasm for group ownership. They said 
this would ensure that male relatives would 
not be able to take over the land and women 
could pool resources to invest in capital 
equipment 

1 wish that Agnihotri had seriously 
discussed this alternative. In any case, 1 hope 
it will he considered as an option by rural 
women’s movements and other groups in 
the future. 

Let me end by emphasising that the spirit 
of this response is not one of confrontation 
with Agnihotri. I appreciate her recognition 
of the seriousness and scale of the study and 
the issues raised therein. Rather my purpose 
is to ensure that dialogue on this question 
can be extended, rather than mired by 
incorrect readings. Indeed one important 
objective of the book was to have the issue 
of land rights taken up seriously by gender- 
progressive groups and political parties. 
Perhaps Left political parties and groups 
could play a vanguard role in this regard. 
But I do believe that with such difficult 
tasks ahead it is important to build alliances 
across a broad spectrum of individuals and 
groups, not just with members of one’s 
favourite organisation or political party. 
Misrepresentations and unnecessarily ad¬ 
versarial postures serve neither the cause of 
scholarship nor that of activism. 
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Under the Ford Foundation’s grant to the ASRC, a two-week course in international relations , 

■ is being planned to help younger (below 35 years) research scholars and college/ university 

■ teachers in India in enhancing their skills in research and in updating their knowledge in the 
5 field. Faculty will consist of senior scholars and teachers from India and abroad. 

j| 4 The Course will focus attention on “how” to do research systematically, and how to write 
the dissertation. Invited faculty will discuss their recently published work as case studies 
in research and writing. Some lectures may be devoted to latest trends of research in 
international relations. Participants are expected to make a presentation of their current 
research. Enrolment will be limited to 25 participants. 

■ * Certificate of participation will be given to those who successfully complete the Course. 

■ 

• 4 Scholars registered for M.Phil/ Ph D. in the field of international relations (broadly 
defined) and young faculty members teaching courses in the subject in colleges and 
universities in India arc eligible to apply. 

■ 4 ASRC provides food and accommodation in the hostel (for outstation participants on a 
S double occupancy basis). 

2 * Selected candidates are eligible for round trip deeper class train fare. 

5 4 The Course is scheduled to be held during 9-20 December 1996 at the ASRC. 

J 4 Last date for receiving the applications in prescribed form is 15 October 1996. 

| For details contact: 


Dr B Ramesh Bobu 

Senior Academic Fellow (International Relations) 
American Studies Research Centre 
Hyderabad 500 007 
Tel: 7018608/ 7018609 
Fax:040-7017114 
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A single plan to meet your 
family's monthly income needs. 



UTI's 

MONTHLY INCOME PLAN’96-II 

NOW OFFERS YOU 15%p.a. 

(Annualised yield of 16.08%) 


Meeting the pressing financial needs of your 
family gets tougher day by day. Each 
individual family member has specific needs 
to be met Your retired father needs the 
regular monthly income Your loving wife 
requires a supplementary income for the 
day-to-day running of your house. And finally 
it is you, who has to shoulder the responsibility 
of providing your family a steady income 
to meet all the financial needs. 

Monthly Income Plan *96-11 offers you much 
needed assistance to augment your family 
income and make your life a lot easier. The 
Plan gives you an attractive return of 15% 
p.a (annualised yield of 16 08%) in the form 
of monthly dividend warrants sent in 
advance. That's why you should invest in 
UTI's Monthly Income Plan '96-11, a single 
Plan to meet the financial needs of your 
entire family. 


® UNIT TRUST 
OF INDIA 

For your bvtu r tomorrow 


15 % p.a. minimum targeted 
dividend payable monthly for the 
first year. Dividend for the 
subsequent years will be announced 
before the end of the preceding 
year and sent in advance. 


Returns will be cumulated and 
distributed as capital appreciation 
on maturity. 


Applications received up to 15th of the 
month shall gat full dividend for that 
month, while those received after the 15th 
ehall get dividend for half the month. 


FEATURES : a Close ended 5 year plan with 
2 options, a Also open to NRIs on a repatriable 
basis, a Repurchase after three years under 
both the options at NAV based price a In 
addition, listing on NSE. a Scope for capital 
appreciation, a Face Value: Rs. 10Aper unit, 
sold at par. Minimum Investment: 200 units 
and in multiples of 100 units thereafter. No 
maximum limit, a Exemption from Income 
Tax up to an overall limit of Rs 13,000/- 
under section 80L of the Income Tax Act, 
1961. a Deduction of tax at source from 
dividend income exceeding Rs 10,000/- as 
per the Finance Act, 1995. a For non¬ 
deduction of tax at source, prescribed Income 
Tax Form No 15H may be furnished as per 
the relevant rules. 


6th May to 19th June ’96 


At* r*v l tii if-fits m mutual fundi, ar : security aru subject to market risks and the NAV of schemes may go up or down depending upon the factors and forces affecting securities 
■ndiktM i-it pi*romance »s » * ■■wvsvjnly indicative of future results Monthly Income Plan *96-11 s only the name of the Plan and does not in any manner indicate either 
whs <.|ua' ly <>f Pint i its future pio»pe<.t& v* returns Tn*it> can be no assurance that the Plan s obiective will be achieved In the event of actual income not being sufficient to 
i>«iv ,J n.munum targeted n>tu<n of 15% p a members may suttei loss of unit capital to that extent. Please read the Offer Document before investing 
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Development, Displacement and Resettlement 

The debate on developmental displacement needs to be contextualised in a 
wider socio-political context For one, the current patterns of development 
which are constantly invoked to justify the forced eviction of people are 
themselves incompatible with the goal of creating wider conditions of 
equity and social security Moreover, despite constitutional mandates, 
national and regional interests violate the lights of politically and 
economically weaker groups 1476 There is an attempt to justify 
displacement as one of the costs of development and to project it as an 
opportunity to improve the living conditions of the displaced The law has 
been instrumental in reinforcing and legitimising this perspective 1486 
Three sets of interrelated issues need to be posed in the context of 
resettlement research in sociology/social anthropology In what manner 
have the disciplinary orientations of anthropologists privileged certain 
questions ; What is the relevance of research to the formation of social 
policy 7 How may ethical issues pertaining to public policy be addressed 
by researches in the field } 1569 Literature on displacement generally 
assumes that the household or the family is the smallest unit of convergent 
interests where the benefits and burdens of existing policies are shared by 
all members more or less equally Thus Little attention has been paid to the 
impact on women 1500 Among the Vasava community of Gujarat 
resettlement has posed a threat to traditional production and consumption 
patterns which they consider as the basis of their separate identity as hill 
people 1492 There is a need to evolve a clear perspective on the social 
and behavioural pioblems associated with dislocation 1504 The opening 
up of the Jharkhand belt to major mining activity will have serious economic 
consequences foi the villages and their agrarian populations 1524 A 
closer examination of resettlement in two development projects shows 
that the existence of a well defined R and R policy has made for better 
outcomes for the displaced 1529 A comparative study of displacement, 
compensation and rehabilitation m three projects in Koraput district 
highlights the need for a uniform but flexible policy on resettlement and 
rehabilitation 1533 Local icsistance has halted the protect to site an 
army test firing range in the Chhechhari \alley which would dislocate 
populations from hundreds of villages destroying their economies 1539 
Different principles have been proposed as possible bases for evolving a 
resettlement and rehabilitation policy cash compensation, land for land, 
standaid of living approach and the bargaining approach 1461 The Draft 
National Policy for Rehabilitation proceeds from the basic assumption 
that displacement involves a trauma which cannot he fully compensated 
but can he mitigated in physical and economic terms 1453 A review of 
the international experience with respect to involuntary icsettlcment as a 
result of development pro)ei ts 1468 How should the adverse 
consequences of development programmes be treated by researchers and 
policy-makers > What are the actual response patterns that can he 


Mandate of 1996 

Tie mandate of the 19% elections 
is for .caling down the power of a 
centralised, arrogant bureaucratic 
and authoritarian state controlled 
by a national global structure of 
corporate capitalism 1448 

Humanising Police 

There is an urgent need to 
sensitise the criminal justice 
personnel on the issue of human 
rights if the scores of human 
rights declarations and verdicts 
arc to be enforced 1441 

BJP and Beef 

While the BJP has gone to considerable 
lengths to include the SCs and the STs 
in the Hindu fold, by banning beef it 
has sought to interfere with their 
age-old food practices 1443 

Housing Rights 

The right to housing in its widest 
sense - including the right to work 
and the right to education - is the 
greatest need Only then can the 
poor demand other rights 1436 









LETTERS TO EDITOR 
Social Clause 

I give below for the information of your 
readers the text of the statement adopted by 
the South Asian Consultation on Social 
Clause in Multilateral Trade Agreement held 
in Kathmandu on May 20-23, 1996: 

The consultation reviewed the situation 
of labour rights in south Asia in the context 
of globalisation, structural adjustment 
programmes, new trading system under WTO 
and general developments in the world 
economy. It is noted with concern that these 
1MF/WB and WTO initiated developments 
have led to economic disasters in many 
countries and increasing marginalisation of 
the people. Policies of unbridled liberali¬ 
sation in south Asia has led to increasing 
job losses, insecure working conditions and 
shift from the organised sectorto the informal 
sector. This has aggravated the poverty, 
destitution, and misery in these countries. 

The increasing encroachment of the 
sovereign economic space of these countries 
through the WTO regime has reduced the 
macro-economic policy-making capabilities 
for autonomous development. The consul¬ 
tation is of the view that these policies should 
be replaced by a people-oriented develop¬ 
ment model appropriate to each country. In 
this context the south Asian labour movement 
feels the need to come together and address 
the issues. 

The consultation has decided to set up a 
mechanism to monitor the situation of labour, 
take up the issues affecting labour rights and 
conditions, wage common struggle for 
effective enforcement of these labour rights, 
utilise all available instrumentalities and 
opportunities for advancing the cause of 
south Asian labour and to build a united 
labour movement. 

The consultation views the move of 
developed countries to link labour standards 
with trade through the institutional mecha¬ 
nism of WTO, termed Social Clause as a 
premeditated political project to ideologically 
weaken the international labour movement 
and serve their protectionist interest. 

The consultation affirms the principle of 
universal labour standards as an expression 
of human rights of labour in the work place, 
and expresses its determination to take 
forward the worldwide concern for human 
rights to enhance the labour rights, and it 
also affirms that its position is distinct from 
that of the respective governments who have 
accepted the WTO and are now rejecting the 
Social Clause without expressing a firm 
commitment to protect labour rights in the 
region. 

The consultation further affirms the need 
for a South Asia Charter of Labour Rights. 
It agreed upon the principles and elements 
for formulation of the charter. It is resolved 
that a draft of this charter shall be discussed 
among the trade unions and the labour 
movement in the region which will then be 
presented for adaption in the next 
consultation to be held in Kathmandu within 
three months. 


The consultation resolves to formulate a 
draft UN Convention on Labour Rights. The 
convention intends to: (i) codify universally 
acceptable norms and standards of human 
rights in the work place; (ii) ensure the 
accountability of transnational corporations 
(TNCs); and (iii) build in effective mecha¬ 
nisms for their monitoring and enforcement 
as an alternative non-trade linked enforce¬ 
ment of universal labour standards. 

The consultation resolves to establish a 
South Asian Labour Forum to strengthen 
solidarity of the labour movement and to 
initiate actions for fulfilling the objective of 
this declaration. As a first step in this 
direction, the consultation further decides to 
set up a Preparatory Committee consisting 
of two representatives from each country of 
the region. 


New Delhi 

Human Rights and Wrongs 

THIS is with reference to A G Noorani’s 
‘Contextualising Rights Violations’ (March 
23). Essentially, human rights issues needing 
to be debated stem from unanswered 
questions which themselves arise from the 
actions (or inactions) of the elected, the 
appointed representatives and also of those 
that are represented, namely, the people. The 
purpose of the debate, which arises from an 
observed incident and the perceived human 
wrong within the incident, is, naturally, to 
come to a consensus of what is a human right 
in that situation and how best to restore it. 
However, the problem here is that a popular 
opinion - which is what a consensus is - 
need not necessarily be the correct opinion. 
Anyway, the consensus of what is a human 
right can only be ascertained by juxtaposing 
it with a human wrong. Quite like the classic 
Indian model of defining what Truth is, 
namely, *neti, neti, neti' meaning, of course. 


that Truth is Neither this, nor that, nor 
that.What remains, after listing all the 
things Truth is not, is the Truth. But, in this 
infinite world where with the passage of 
each moment, anew ’avatar* of human wrong 
is either discovered, or invented, or born, 
the it* t of ‘don’ts’ could go on endlessly and 
would put a great strain on all the stake¬ 
holders - the people and the institutions - 
who would be required to live ‘up’ to a list 
of ‘don’ts’. 

ALc, the trouble with ‘juxtaposing* is that 
it amounts to a dichotomous (and, therefore, 
inefficient) way of thinking (black v/s white) 
and is inherently ‘Hawed’ because it leaves 
out the ‘gray’ areas which is precisely where 
human wrongs flourish. The only way of 
establishing a society devoid of human rights 
violations, which is ideologically coherent 
and yet practicable is to completely overhaul 
the present one. Doing so, however, poses 
its own problems. For any ‘system’ to work 
the presumption is that everyone involved 
should understand the ‘system’ perfectly 
and must be committed to work within the 
inherent limitations imposed by the system. 
And If a system ought to have limitations 
then, human wrongs will occur. Also, if the 
stake-holders are not committed to working 
within the limitations, then every trans¬ 
gression would result in a human wrong. 
Also, again, it is impossible to introduce a 
new system which is perfectly understood 
in the same way by all the stake-holders, the 
resultant mismatch between the ‘under¬ 
standing’ and the introduction of a new 
‘system* would definitely result in a state 
of chaos - a fertile ground of human wrongs. 
The only thing to do, then, is to take solace 
in the thought that “it takes all to make this 
world’’ and also feel disturbed by the valid 
refrain that “it does not really take all to 
make this world, we just have all’*. 


Rajendra Navare 
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Glib Promises 


D ID the authors of the (Jnited Front's Common Minimum 
Programme realise full)' the implications of what they 
were saying in one part of the programme for what was being 
promised in another part? The question is particularly relevant 
when it comes to economic policies. 

The programme speaks of the need for the country's GDP 
to grow “at over 7 per cent per year in the next 10 years in order 
to abolish endemic poverty and unemployment". It also pro- 
4 mises that “suitable policies will be devised to stimulate dome- 
* Stic saving and capital formation" while vX the same time acknow - 
ledging that “at the margin, the country cannot do without 
foreign investment”. In this latter context the programme 
asserts that “the nation needs and has the capacity to absorb at 
least $ 10 billion a year as foreign direct investment’*. Not that, 
given the need to step up investment in agriculture, industry 
and infrastructure, there can be any question about the country' s 
capacity to absorb foreign investment of the order mentioned 
in the programme. But to say that the inflow of foreign direct 
investment of that order will only amount to supplementing 
domestic saving and investment “at the margin" is a piece of 
gross dissimulation, to say the least. Foreign direct investment 
i of $ 10 bn a year would amount to almost 3 per cent of GDP 
^ and some 12 per cent of domestic saving, even assuming that 
ihe domestic saving rate lias indeed shot up to 24-2S per cent 
of GDP, a claim that is far from being convincingly established. 
More importantly, to match a $10 billion worth of foreign 
direct investment, twice or even thrice as much of additional 
domestic saving will have to be generated in the form of dome¬ 
stic equity capital as well as short and long term debt capital. 

The programme does not, of course, specify the rates of 
domestic saving and investment to be aimed at. Nor does it 
spell out how the different sectors of the economy - household, 
corporate and public - would be expected to contribute to the 
growth of domestic saving. So far it is the household sector 
> which has been generating the bulk, as much as 80 per cent, 
of domestic saving with the corporate sector's contribution at 
around 15- 16per cent. Of the claimed increase of 3 percentage 
points in domestic saving in 1994-95, the contribution of the 
corporate sector is estimated at a mere 0.3 percentage point. 
Of course, the public sector’s contribution to domestic saving 
,has been even lower than that of the corporate sector, 
particularly since the mid-1980s, with the trough having been 
reached in 1993-94. So there cannot be two opinions about the 
need for not only the corporate sector but also the public sector 
to contribute in significantly larger proportions than in the 
recent past to the increases that may be targeted in domestic 
saving, with the help of appropriate fiscal policies. The higher 
the saving rate we are able to generate ourselves, the easier 
will be the terms on which we will be able to attract the inflow 
of foreign investment, even accepting that the country will 
still need the injection of sizeable foreign investment. 


The common programme speaks of the need to slep up 
investment in infrastructure “from the present 3.5-4 per cent 
of GDP to at least 6 per cent of GDP in the next few years" and 
pitches “the cumulative lequirements” in this regard at $ 200 
bn (Rs 70,000 crore) “at the very minimum”, in which it sees 
enough “room for all modes of investment - public and 
private, domestic and foreign”. At the same time, it is 
acknowledged that “the state and public investment have a 
leading role to play in the development of infrastructure”. In 
addition, the programme sneaks of “a crucial role for public 
investment, particularly i:; social sectors such as education 
and health”. If the public sector has to play a leading role in not 1 
on'y the development cl infrastructure but also social sector 
investment, it has to have access to adequate funds. So the 
question of proper fisc:-.; management becomes extremely 
important. The authors of the common programme could 
claim that they are not unaware of this need, except that they 
seem to define fiscal management rather narrowly as reducing 
the fiscal deficit. The programme commits itself to “bring¬ 
ing the fiscal deficit to below 4 per cent” as a matter of “the 
highest priority". There is not a word about the level of 
resource mobilisation that the government’s fiscal policy will 
aim at All that the programme says in this content is that the 
government “will continue with tax reforms and take other 
steps to augment revenues legitimately due to the government 
and to curb tax evasion”. 

Obviously the authors of the programme chose to overlook 
that as a result of the tax reforms pursued in the past five years, 
centra! tax revenues as a proportion of GDP have instead of 
going up actually declined from 10.8 per cent in 1990-91 to 9 
per cent in 1995-96 and thi s happened despite all the measures 
supposedly taken “to augment revenues legitimately due to 
the government and to curb tax evasion”. And it is right here 
that there is a major contradiction between the commitment to 
a leading role for the public sector in investment in infrastructure 
and the social sector on the one hand and that to bring down 
the fiscal deficit while continuing with tax reforms. This is 
wanting to eat the cake and have it too. The major failure of 
the economic reform policies of the past five years has been 
the government’s miserable failure to augment its current 
revenues with the result that in its attempts, farfrom successful, 
to reduce the fiscal deficit, what little reduction it was possible 
to achieve was at the cost cf a sharp reduction in government 
investment. The centre's capital expenditure as a proportion 
of GDP declined from 6.4 per cent during 1985-90 to 4.4 per cent 
during 1991-95. 

Against this background, will it be unreasonable to doubt 
the commitment of the new government to larger investment 
in infrastructure and the social sector, when at the same time 
it wishes to pursue as a matter of the highest priority, reduction 
of the fiscal deficit, alongsice the continuation of tax reforms? 
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MAHARASHTRA 

Moves and Countermoves 

1HL change in the powei equation at the 
centre has had immediate, hut veiy likely 
temporal y repercussions in Maharashtra 
Aral Behan Vaipayee s resignation (rom 
prime ministership put the Shiv Sena BJP 
government in the state on the defensive 
Already h> reinstating the Snkrishna 
Commission the government had to reverse 
its eat her dec ision so as to save the lac e of the 
BJP as the laitei made a last ditch attempt to 
muster a majority lor its government at the 
centre Thccveniiiahnstullationof the United 
T ront government with the outside support 
of the C ongi ess led some state-level Congress 
leaders to launch a war of movement’ on the 
SS BJP government 

First Chhagan Bhujhhal iccently 
nominated by Sharad Pawar as the leader ol 
the Congress Party in the legislative c ouncil 
had a closed dooi meeting with 20 
mde()cndent MLAs I he inc ident w as enough 
to send shivers down the spine ol chiel 
minister Manohai Joshi The Shiv Sena and 
the BJP who together have 1 *8 MLAs tall 
short by six o( a simple magnify in an 
assembly ot 288 members I he independents 
who altogcthu die 44 in number are crucial 
to the survival ot the SS BIP government 
Set the loyallv of the independents is 
something which the SS BIP combine has 
nevu been sure ol In the recent L ok Sabha 
elections Babasaheb Dhabekat and Sum) 
Kedar boih independents and supporteis ol 
the go\ eminent and even part ol the council 
ol ministers were found campaigning for 
Congress candidates in the Yeotmal and 
Nugpuiconstituencies respectively Soboth 
Dhabekar and Kedar had ter be removed from 
the minisliy The Congress, which was able 
to win only 1 5 seats in the Lok Sabha polls, 
pins its hope on such ruptures between the 
SS BJP uui the independents to bounce hack 
m a state which has traditionally been Us 
stronghold The SS BJP combine to pre 
empt such moves has swiftly inducted new 
independent on place of Dhabekar and Kedar 
and also admitted six Ml As as associate 
rnemhci' of the Shiv Sena 

1 he ccond phenomenon which mdicat 
cd that the ( ongress had decided to go on 
the oMuisivl was the formation of the 
Mahaiashti t Conmss Fcmim (MCI) The 
Ioann loaned hv JO C ongicss Ml As was 
ostcnsiblv aimed to a vitalise the Congress 
I he MCI included Apt Pawar nephew ol 
Shai ulPawai among its founding mcmbei s, 
but neither Ashok Chav an son of S B Chavan, 
noi Mushtaq Antulay, son in law ol A R 
Antulay weic seen connected to it This 
conveyed the impression that U was another 
ol Sharad Paw at s ploys to maintain his hold 
ovt r the Congress in the slate As is well 
known Chhagan Bhujbhal Madhukarrao 


Pichad, the leader of the opposition in the 
legislative assembly, and Sushilkumar 
Shtnde, the state Congress president, arc all 
considered close to Pawar It was the spectre 
of the growing c lout of Pawar, now that he is 
considered second only to Narasimha Rao in 
the national Congress hierarchy, that 
ultimately led to pressure being exerted hy 
the anti Pawar lobby from above and the 
eventual disbanding of the forum Yet with 
powei relations at the centre turning in favour 
ol the Congress the party in Maharashtra has 
decided to rcinvigorate itself in right earnest 
Trying to organise discontent among 
sugarcane and cotton giowcrs at the mass 
level and building up pressure through 
lobbying and pressure groups c an be seen as 
attempts in that direction 

THL PCONOMY 

Overestimating Saving 

Till erratic behaviour of the rate ot gross 
domestic saving m general and of sectoral 
saving rates in parliculai has made the of 1 iual 
saving estimates themselves appear suspect 
As per these estimates giossdomestic saving 
as a pioportion ot GDP at current market 
puces fell liom a peak of 23 6 per cent in 
WO 0] to 21 4 per tent in 1993 94 but 
made a smart recovery in 1994 95 to a new 
peak ol 24 4 per cent Of the 3 percentage 
point rise in 1994-95 1 5 points came from 
the public and private corpora)e sectors and 
anoi her 1 5 points from the household sec tor 
When the CSO released its estimates in 
February last doubts were expressed about 
such a diamatic rise in a single yt'ar, but the 
available details were not enough to probe 
into the factors behind the rise We now hav e 
some details particularly on household 
saving in (manual assets from the Rescive 
Bank of India in its latest Report on Cut rem \ 
and h mam t 1994 95 
In the estimation procedure of saving and 
in vestment, there is an informal division of 
labour between the CSO and the RBI While 
the responsibility for the compilation and 
dissemination ot the cntne national accounts 
statistic sis that of the CSO the RBI has been 
given the task of providing to the CSO 
estimates ot (a) saving as well as capital 
formation by the pnvatc corporate sector, 
and (b) household saving in financial assets 
In effect, the estimates of the household 
sector s financial saving as well as of its 
physical assets formation gel aftected by 
RBI data While financial saving is directly 
estimated by the RBI household saving in 
the form of physical assets is denved as a 
icsidual - that is, the balance of the aggregate 
gross capital formation after capital formation 
estimates ol the public and private corporate 
sec tor esti mates are netted out It is general ly 
found that trends in private corporate sector 
investment seem to result in contrary trends 


in household physical assets formation. A 
long-standing methodological question has 
related to the method of blowing up the 
sample esti mates and the base paid-up capital 
series supplied by the Company Law 
Department and used by the RBI for the 
private corporate sector In the absence of 
fuller details, no comments can be offered on 
its implications for the sizeable nse in the 
CSO's estimate of household physical assets 
formation in 1994-95 This category of 
household saving had dipped to the lowest 
level of 6 6 pci cent of GDP in 1993-94, but 
improved to 7 8 per cent the next year 
It is in respect of financial assets that the 
RBI has provided, as usual, fuller details 
which make it possible to raise doubts on the 
soundness ot the data used tor 1993-94 and 
1994-95 A major component of financial 
assets is household saving in the form of 
bank deposits consisting of increases in 
domestic deposits (excluding foreign 
currency deposits) of scheduled commercial 
banks and co-operative banks and deposits 
of co operative non credit societies The nse' 
in such assets is netted tor the increase in^ 
bank ad vane es to household > As per the RBI 
methodology, the households’ share in 
domestic deposits of banks is denved 
separately for current saving and term 
deposits on the basis of the results ol the 
ownership surv cy of hank deposits, the latest 
one being for the last Friday of March 1993 
I hese historical results are applied to drove 
at the RBI s current estimates 
On the above basis gross household 
savings in bank deposits arc shown to have 
jumped tiomRs 29 220crore (3 6 per cent of 
GDP or 29 8 per cent of total financial 
earnings) in 1993 94 to Rs 57 426 crore (or 
6 1 per cent ot GDP and 42 4 per cent of total 
financial saving) in 1994 95 1 he basic data 
on hank deposits which the RBI would have 
used tor this purpose do not show such a 
large expansion between 1993 94 and 
1994-95 Aggregate deposits of scheduled 
commercial hanks expanded by Rs 52,144 
crore (18 6 per cent) in 1993 94 and by 
Rs 53,630 ciore (16 1 per cent) in 1994-95 
(both on March 31 basis, as appropilately 
designed for the national accounts metho¬ 
dology) These arc inclusive of foreign 
currency deposits that arc required to be 
omitted Independent external accounts data 
suggest that such foreign currency accruals 
were also of a similar order m the two years 
Rs 3,692 crore ($1,117 million) in 1993-94 
and Rs 2,738 crore ($872 million) in 1994* 
95 The share of households in domestic 
deposits could not have been significantly 
different as the ownership survey of banl 
deposits foi March 1993 is likely to hav< 
been used by the RBI for the next two years 
Besides the deposits of scheduled commercia 
banks, deposits of the co-operative banking 
sector also did not show any signtfican 
variation between the two years expanstoi 
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of Rs 5,781 crore m 1993*94 and Rs 5,326 
crore in 1994-95 

Examining different banking data, it seems 
obvious that in compiling the estimate ot 
household saving in financial assets the RBI 
has not used the March 31 figures as is 
generally done Instead, as was done tor the 
compilation ol monetary and banking 
statistics figures of bank deposits ot 
scheduled commercial banks tor 27 fortnights 
f in 1994-95 (Rs 71,726 crore) and tor 26 
fortnights in 1993-94 (Rs 46,560 crore) have 
been used for saving estimation This is 
clearly wrong For estimating domestic 
saving March 31 figures are always taken as 
year-end interest earnings ot depositors 
cannot be ignored I (a new methodology has 
to be adopted so as to take care of the year- 
end bulge in bank deposits such as avciagcs 
ot a tew lortnights and Match 31 the change 
would have to be considered carefully and 
the time senes would have to be recast on 
those lines It is obviously wrong to take data 
for an unequal number of fortnights in the 
different > ears as this w oulddistort the sa vmg 
trends In \ery likely that the same error has 
ciept in into the use ol bank advances to 
estimate household liabilities 

While in the absence of fuller details it is 
difticult to be sure of the magnitude of the 
errors that have crept into the estimation of 
saving a tentative calculation suggests that 
household saving in (he form ot financial 
assets (net) may have been ovciestimated to 
the extent ol about one full pu cent age point 
in 1994 95 Correspondingly there may have 
been about I 5 percentage point under 
t stimation for 199 3 94 I he overall domestic 
saving rate was veiy likely stagnant at about 
23 percent in these two years that is still 
somewhat lower than the rate ot 2 3 6 per c ent 
achieved in 1990 91 In the intei vening year 
the domestic sa\ mg r ale came do w n to a little 
over 21 pci cent in 1991 92and 1992 9 3 and 
tht rise in the ratio to 23 per cent in the next 
two years had much to do wiih the bloating 
ot liquidity in the system arising from the 
unprecedented capital m^ows parlicuhrly 
portfolio capital 1 his is also confirmed by 
the tact that though other macro economic 
conditions generally remained the same there 
aie clear signals that household financial 
saving, as also the aggregate domestic saving, 
fell sharply in 1995-96 

INDIA-PAKIS3 AN RELA HONS 

Time for a Thaw 

ALTHOUGH one should not expect any 
overnight change m lndo-Pak tics the rapid 
pace of developments following the 
installation ot the United From government 
in New Delhi may well be the first signs of a 
thaw in the frozen relations between the two 
countries Bcna/ir Bhutto s oiler lor 
unconditional talks was followed by Deve 
Gowda’s reply announcing the new govern 


meat's willingness to “discuss everything on 
earth' 1 with neighbouring countries, and fast 
on its heels came Islamabad's decision to 
open up trade with India, lifting the existing 
restrictions on imports from this country It 
is speculated that Pakistan will grant most 
favoured nation treatment to India and that 
bilateral talks at an official level, which have 
remained suspended since January 1994, 
will be resumed 

A certain measure ol mutual expectation 
and trust may be detected in these initial 
exchanges between Islamabad and New 
Delhi It is not without significance that 
before sending her message of felicitation to 
the new Indian prune minister Bcna/ir Bhutto 
held a meeting with president Farooq Ltghan 
and the Pakistan army chief - the two major 
decision makers with whom Bcna/ir forms 
the ruling troika Her message therefore 
can be seen as reflecting a consensus at the 
lop That .t also en|o> s the support ol large 
sections of Pakistani opinion-makers is 
evident from newspaper comments and 
interviews Muhashu Ha^an who heads the 
Pakistan chapter ot the Pakistan India 
Peoples Forum I or Peac c and Dcmoc i ac v 
appealed to his government to seize upon 
this opportunity created by the new 
government in India and urged his country s 
foicign minister Sardar Asil Ahmed All in 
particulars speak softly without perversity 
ot temper I Ie also tell that this w as Bcna/ir s 
chance to show her ability intake independent 
decisions and piovi that the military 1S1 
combine did not hold the reins 

Bui if Bena/ir is expected to keep a tight 
n in on the I SI in Inch i too the United f ront 
government ha to hold in leash the hawks m 
the defence dcpaiintent and the xenophobic 
politicians of the S,inghpanvar,if it seriously 
wants to establish its relations with Pakistan 
on a mature tooling of mutual respect and 
Inendship instead ol continuing the hithcito 
followed infantile piacticc of mud slinging 
at international conk rentes which has made 
both counttics the I niching stock in the 
world f ill now reactions in India have been 
more oi less favouiablc Industrial interests 
have been quick to wt koriu Islamabad s dec i 
sion to open up trade whit h i s understandable 
since they hope to inert isc their trade from 
the present level ol unofficial trade which 
being channelled through third countries 
leads to loss ol icvcnuc to both the pirties 

Kashmir ol course remains the main 
stumbling-block But n both Islamabadand 
New Delhi are genuin m their desire to sit 
and talk in the new situation they will have 
to trim to a certain txunt their respective 
positions and policies In the last hilatcia) 
talks of January 1994 while Islamabad stuck 
to its Jemand lor plebiscite in Kashmir, India 
reiterated its well known stand that Kashmir 
was an inalienable pari ol India and that 
Pakistan must st >p its support for the 
terrorists Events in the last two vears should 
have convinced 1'ic saner elements in the 


administrations of both countries that ground 
i eality in Kashmir does not conform to either 
ol the two positions inflexibly being held by 
the two governments Pakistanshouldrealisc 
that the people in the valley by and large are 
opposed to any plebisc ite that (according to 
the UN resolution) would leave them with 
the only option ol joining cither India or 
Pakistan without a third alternative As for 
their relations with the Indian government 
the recent elections and the result 4 there 
indie ale a variety of compk x dev elopments 
While there was definiteI> coercion by 
security Ioilcs (asdocumentedbvboth Indian 
and foreign media) one cannot also rule out 
totally the willing pirtiupation of sections 
ol the c icctorate 1 he fac t that even coercion 
could notcnsuie the victory of lhe ex militant 
candidates backed by the security foucs 
suggests a measure of popular revulsion 
against the government aided countci 
insurgency of Kuka Puey and other 
mciccnanes I he electoral verdict from 
Kashmir therefore should not be read as the 
tmal seal of populai approval of accession to 
India At best one can v icw it as a sign of the 
government s one upmanship over the 
militants (by its abilils to stage the elections 
there) and a confused mamfuiahon of 
popular helplessness md opposition to the 
policies of the Indian government 

In this context talk ot autonomy for 
Kashnui which featured in the pre election 
manifestos and spctches of some ol the 
constituents of the present l Jnitc d I ront and 
w hie h might h ivc prompt! d Bi na/ir Bhutto 
to tuin sympathetically tow uds the new 
government need to be flcshtd out by the 
United From kudus Although New Delhi 
claims that Kashmir is an in ihcnahk part 
of India successive regimes have managed 
to alienate the Kashmiri people through a 
long suits of mimpulutiw and malevolent 
actions - the gradual erosion ol I lie autonomy 
that they enjovtd rigging of elections 
imposition of unpopul it c Incf ministers and 
finally tulhlcss military ut illation igainst 
outbursts oi popular gnev mces Given this 
background the l niltd Front has to tread 
very cardully while formulating its Kashmir 
policy Since it is commuted to the 
establishment ot centre state relations on a 
more kdeni basis it should devise aspeeial 
’dimnisiriiivc slruume (or Kashmir that 
would ensure* and protect the iritonomv of 
the people there A bold initiative to begin 
dialogues with various political groups 
me hiding the militants with the simult mcous 
withdrawal of the suuiity forces to the 
barrae ks and release of mnocc nl people would 
go a long way to restou norm ticy m the 
valley if accompanied by apaikut'cof urgr ill 
economic reforms 

II is this alone not m electoral tout </< 
font of a dubious character th it will provide 
the Dcve Gowda government with the posi 
lion ot strength and confidence horn which 
it can negotiate with Islamabad on K tsf mu 
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BANGLADESH 

Musical Chairs 

WITH ] 32 seats, the Awami League as the 
single largest party in the 330-member 
parliament is set to form the government in 
Bangladesh, provided the Jatiya Party can be 
persuaded to support a party with which it 
has had little in common except the objective 
of ousting the Bangladesh National Party 
(BNP). That such a situation has come to 
pass is something of an irony. It is pertinent 
here to recall that Ershad's dictatorship was 
brought down by a popular movement in 
which the Awami League had taken a 
prominent and active lead. The Jatiya Party 
founded by Ershad in an attempt to acquire 
a civilian political garb has been contesting 
elections since 1991 with the party chief in 
prison pending decisions on several counts. 
The party has won 30 seats this time, and 
while there is still some chance that the 
Awami League may, with repolling in 27 
constituencies, get the required numbers for 
a simple majority, the Jatiya Party will 
continue to play a crucial role. 

The June 12 elections, which recorded a 
surprising 70 per cent turnout of voters in 
some areas - despite the fact that this was the 
second election in four months - has been 
unanimously acknowledged to be 'fair*. With 
a strict code of conduct and security forces 
deployed extensively, the violence and what 
is termed unfair practices were kept to a 
minimum. There have been complaints in 
several areas dominated by the minority 
Hindu community that some parties openly 
issued threats warning them against voting 
because it was thought that the community 
would vote for a particular party. The Awami 
League and the Left grouping are the only 
ones which have specifically spoken of a 
non-communal society where all citizens 
have equal rights. Interestingly, the Election 
Commission has dropped from its code of 
conduct the provision which banned the use 
of racial or communal sentiments and barred 
candidates from using religion and places of 
worship for electioneering purposes. This, it 
has been alleged, has been done at the instance 
of the BNP. Not surprisingly, the Awami 
League and the Left grouping fielded the 
largest proportion of Hindu and other 
minority candidates including Chakmas. 

The BNP with 104 seats has lost heavily 
although Begum Khaleda Zia has won in all 
the five constituencies from where she 
contested. No less than 16 of its ministers 
have lost with huge margins and it has also 
lost all but one of the eight seats it had won 
in the 1991 elections from Dhaka. The Jatiya 
Patty, whose chief Ershad retained all the 
five seats he had contested, is five short of its 
1991 total. The worst reversal has been for 
the Jamaat, which in 1991 had helped to form 
the BNP government with 18 seats. This 
time around it has won just two seats, with 


the party general secretary himself losing. 
Interestingly, those in the Jatiya Party who 
were known to be sympathetic to the BNP 
and the Jamaat have all lost. Ershad himself 
is known to be inclined to support the Awami 
League, a curious turn given that it was his 
government that had jailed Sheikh Hasina 
several times during the pro-democracy 
agitation which finally ousted him from 
power. 

Another interesting and significant feature 
of the new house will be the record number 
of senior ex-army officers-tumed politicians. 
It isn’t that the numbers themselves are large, 
but given that the countrv has been run by the 
army for 15 of its 25 years this is certainly a 
new trend. While both the Jatiya Party and 
the BNP have an army legacy, having been 
launched by army officers who took over 
power, even the Awami League had fielded 
several high ranking ex-army officers, all of 
whom have won. It may be recalled that only 
afew weeks before the elections, the caretaker 
president had dismissed several army officers 
for supporting a political party and acting at 
its behest. This had led to a confrontation 
between the army chief and the president 
resulting m the sacking of the former, an act 
condemned by the Awami League. Another 
feature is that during the last two years, with 
the government hardly being able to take any 
decisions, the bureaucracy has had a field 
day ; in fact, when it seemed obvious that the 
Zia government could not function any longer 
it was the bureaucracy's actions which had a 
crucial impact on the outcome, that is, the 
resignation of Zia and her government. Both 
the bureaucracy and the army then are likely 


to play a greater role hi the civilian affairs of 
the nation than before. 

Another important feature in the coming 
months will be the kind of accommodation 
that Sheikh Hasina will have to make to get 
the Jatiya Party to support her government. 
Already there are indications that she will 
have to make some move towards the release 
of Ershad, although she has refused to inter¬ 
fere with the due process of law. But Jatiya 
Party spokespersons have stated that without 
a vindicti ve attitude on the part of the govern¬ 
ment, charges of corruption against Ershad 
will not hold in court. While Hasina has pro- 
mised generally that she will attemptarapproche- 
ment and reconciliation with all political for¬ 
ces, it will not be easy to give in to pressure 
from the Jatiya Party to get Ershad released. 

An analysis of candidates for the June 12 
elections throws some light on the nature of 
leaders who will be representing the people. 
A survey shows that 44 per cent of the 
candidates had close links with big business 
or were themselves from business houses. 
Some 44 per cent were apparently recorded 
to have given shelter to ‘mastans and 
terrorists’. Only 3 per cent were farmers, 
with 62 per cent belonging to the upper 
middle class. And oddly enough, 35 percent 
of the candidates hailed from a single city, 
Dhaka. While this pattern in itself may not be 
significant, and assuming a similar pattern 
obtains among those who have won and are 
now m parliament, the fact remains that in a 
functioning democracy the lack of repre¬ 
sentation from the masses or the working 
class makes the promises of fulfilment of the 
people’s aspirations something of a farce. 
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CURRENT STATISTICS 


EPW Research Foundation 


The consumer price indices continue to reflect high inflation rates, with the CPI for industrial workers showing a rise of 8.9 per cent in 1995-96 
against 9.7 per cent in the previous year. M, growth and the growth of currency as well as bank deposits have accelerated in the current year so far 
due to CRR reductions and rise in net RBI credit to the centre. Growth of infrastructure industries is lagging behind overall industrial growth. Public 
sector banks are slowly losing ground to private sector banks in their share of aggregate deposits and advances, but their share of investments has 
continued to rise and that of total bank staff has generally remained unchanged. 

Macroeconomic Indicators 


Index Numbers of Wholesale 

Prices (1981-82= 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel. Power. Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April 1-May 25, 1996) 


Cost of Living Indices 


Weights May 25. 

1996 


__ Variation (Per Cent): Point-io-Point _ 

Over 12 Months Fiscal Year So Far 1995-96 1994-95 1993-94 1992-93 
Latest Previous 1996-97 1995-96 


100.0 

304.3 

0.6 

4.1 

10.0 

1.7 

1.9 

4.9 

104 


7.0 

32.3 

316.5 

1.4 

4.6 

10.9 

2.7 

2.4 

5.7 

12.7 

■IBM 

3.0 

17.4 

357.2 

2.3 

6.4 

11.3 

3.8 

5 1 

9.7 

11.9 

4.4 

5.4 

10.1 

323.6 

0.1 

1.6 

10.9 

1.4 

-2 3 

- 1.1 

15.5 

24.9 

-1.4 

10.7 

295.1 

0.0 

3.8 

2.7 

3.1 

-0.1 

-0.1 

2.4 

13.1 

15.2 

57.0 

299.1 

0.2 

3.9 

10.9 

0.9 

20 

5.4 

10.7 

9.9 

7.9 

10.1 

278.8 

0.7 

1.9 

3.2 

2.3 

0.3 

0.3 

8.1 

12.3 

6.8 

27.5 

328.4 

1.8 

5.0 

8.6 

3.3 

3.5 

6.6 

10.6 

7.0 

5.8 

100.0 

302.7 

_ 

6.7 

10.5 

4.4 

5.7 

77 

10.9 

8.3 

10.1 


Latest _ Variation (Per Cent): Point-to-Poini _ 

Month Over Over 12 Months Fiscal Year So Far 1994-95 1993-94 1992-93 1991-92 
Month Latest Previous 1995-96 1994-95 


Industrial Workers (1982-100) 319.0* 0.9 8.9 9.7 

Uiban Non-Man Emp (1984-85=100) 261.0* 0.4 9.7 9.7 

Agri Lab (July 60 to June 61=100) @ 1395.9* 0.4 7.4 10.6 

@ Derived: based on linking factor between old and new series (1986-87=100) 


319.0 s 

0.9 

8.9 

9.7 

8.9 

9.7 

9.7 

9.9 

6.1 

13.9 

261.0 s 

0.4 

9.7 

9.7 

7.0 

7.2 

9.9 

8.3 

68 

13.6 

1395.9 s 

0.4 

7.4 

10.6 

7.4 

10.6 

10.6 

11.6 

0.7 

21.9 


May 10. 


Fiscal Ye 


Money and Banking (Rs crore) 4 

1996 

Over Month 

1996-97 

1995-96 

1995-96 

1994-95 

1993-94 

Money Supply (M,) 

Currency with Public 

Deposits with Banks 

Net Bank Credit to Govt 

Bank Credit to Comml Sector 

Net Foreign Exchange Assets 
Reserve Money (May 17, 1996) 

Net RBI Credit to Centre 

Ad hoc Treasury Bills 

617476 

129918 

481990 

272051 

340683 

76280 

197259 

134746 

47245 

8299(1.4) 
6249(5.1) 
2705 (0.6) 
5375 (2.0) 
726 (0.2) 
271 (0.4) 
2002(1.0) 
2953 (2.2) 
7730 

16978 (2.8) 

11665 (9.9) 
3181 (0.7) 
9383 (3.6) 
2044 (0.6) 
870(1.2) 
2924(1.5) 
15977(13.5) 
17800 

1817(0.3) 
10962(10.9) 
-11751 (-2 8) 
10688 (4.8) 
1572 (0.5) 
-535 (-0.7) 
14640(8 6) 
13537(13.7) 
12885 

69696(13!) 
17464 (17.3) 
52176(12.2) 
40252(18.1) 
48984 (16.9) 
-514 (-0.7) 
25056 (14.8) 
19855 (20.1) 
5965 

78617(17.4) 
18806 (22.9) 
58956(16.0) 
16325 (7.9) 
44991 (18.4) 
23298 (44.3) 
30608(22.1) 
2130(2.2) 
1750 

73307(19.3) 
14170(20.9) 
57925 (18.7) 
28855(16.3)' 
17161 (7.5) 
27674 (110.9) 
27892 (25.2) 
260(0.3) 
6300 


Scheduled Commercial Banks (May 24, 1996) 

Deposits 435349 824 (0.2) 3004 (0.7) 

Advances 251646 -902 (-0.4) -454 (-0.2) 

Non-Food Advances 239693 -2538 (-1.0) -2616 (-1.1) 

Investments 165572 311 (0.2) 1431 (0.9) 

* Based on March 31 figures after closure of government accounts, except for 
March 29, 1996 


3004 (0.7) 
-454 (-0.2) 
-2616 (-1.1) 
1431 (0.9) 


-11026 (-2.9) 45486(11.8) 53630(16.1) 52144(18.6) 

-3084 (-1.5) 40540 (19.2) 40638 (23 8) 11566 (7.3) 

-6256 (-3.1) 43024 (21.6) 37797 (23.4) 8875 (5.8) 

1636(1.1) 14887(10.0) 14172(10.5) 28641(26.9) 

1995-96 (full year) and 1996-97 where the banking data relate to 


Index Numbers of Industrial Weights January 
Production (1980-81 = 100) 1996 


Fiscal Year So Far 
1995-96 1994-95 


_ Average for 1 

1993-94 1992-93 


ull Fiscal Years _ 

1991-92 1990-91 1989-90 


General Index 10C 

Mining and Quarrying 11 

Manufacturing 77 

Electricity 11 


Capital Market 


BSE Sensitive Index (1978-79=100) 
National Index (1983-84=100) 
BSE-200 (1989-90=100) 

NSE (Nov 5. 1995=1000) 


100.0 309 5 276.9(12.2) 246.9(9.3) 252.9(9.0) 231.1(5.6) 218.9(2.3) 213.9(0.6) 212.6(8.2) 196.4(8.6) 

11.5 291.6 254.2(7.1) 237.3(7.3) 247.8(7.1) 231.2(3.4) 223.7(0.6) 222.5(4.5) 221.2(6.3) 211.6(7.9) 

77.1 305.1 271.2(13.6) 238.8(9.7) 244.6(9.4) 222.3(5.5) 210.7(2.2) 206.2(-0.8) 207.8(8.9) 190.7(8.6) 

11.4 357.1 338.1(8.7) 311.0(8.4) 314.6(8.5) 290.0(7.4) 269.9(5.0) 257 0(8.5) 236.8(7.8)219 7(10.9) 


June 7, Month 


End of Fiscal Year 


1996 

Ago 

Ago 

Trough 

Peak Trough 

Peak 

1995-96 

1994-95 

1993-94 

3866(14.1) 

3694 

3388(-16.0) 

3367 

3870 

2826 

3584 

3367(3.3) 

3261 (-13.7) 

3779(65.7) 

1745(9.7) 

1669 

1590H8.2) 

1549 

1760 

1304 

1691 

l549(-3.5) 

I606(-12.2) 

1830(79.2) 

392(1.4) 

384 

387H8.0) 

345 

399 

289 

385 

345 (-6 3) 

368(-18.2) 

450(92.3) 

1133 

1079 

_ 

1107 

1145 


_ 


_ 

_ 

>) 86(3.5) 

85 

83(-22.8) 

79 

90 

61 

91 

79(1.3) 

78 

- 


Foreign Trade March 

1996 


Exports: Rs crore 12324 

US $ mn 3496 

Imports: Rs crore 13159 

US $ mn 3413 

Non-POL US S mn 2631 

Balance of Trade: Rs crore -835 
US $ mn 82 


Cumulative for Fiscal Year So Far 
1993-94 1992-93 


106465(29.3) 82338(18.4) 69547(30.4) 53688(21.9) 44042 (35.3) 32553(17.6) 27681 (36.8) 

liuii a v <1 u i\ •n't I'M /nn loc'i'i o\ i *10^/ / 1 r\ 1 a « a** tr\ 1 \ 1 /■/ /in tw 


31831 (21.4) 
121647(37.1) 
36370(28.7) 
29214 (29.6) 
-15182 
-4539 


26223(18.3) 
88705 (2L8) 
28251 (21.7) 
22538 (28.4) 
-6367 
-2028 


22173 (20.4) 
72806(15.7) 
23212(6.8) 
17456(10.6) 
-3259 
-1039 


18537 (3.8) 
63375 (32.4) 


17866 (-1.5) 
47851 (10.8) 


21882(12.7) 19411 (-19 4) 
15782(12.3) 14047 (-22.2) 


18143(9.1) 16626(19.0) 
43193(22.0) 35416(25.4) 


24073(13.2) 

18045(3.1) 

-10640 

-5930 


21272 (9.1) 
17504 (6.2) 
-7735 
-4646 



May 31, 

Foreign Exchange Reserves 

1996 

(excluding gold) 


Rs crore 

60163 

US $ mn 

17120 


June 2, Mar 29, 
1995 1996 


_ Variation Over _ 

Fiscal Year So Far 1995-96 
1996-97 1995-96 


1977 

18402 

27430 

5385 

1688 

5640 

8724 

731 
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Scheduled Commercial Banks: Performance Highlights 


Banks 

Deposits in India 

Advances in India 

Investments in India 

Staff in India 



RsCrore 



Rs Crorc 



Rs Crore 


In Numbers 



1994 95 

1997 94 1992 97 

1994 95 

1991 94 1992 91 

1994 95 

1991 94 

1992 91 

1994 95 

1993 94 

1992 93 

Total Public Sector 

128911 

284859 

242542 

159708 

129668 

110250 

147393 

111445 

95869 

887736 

888750 

868485 

Banks (27 banks) 

[85 81 

[86 11 

[87 0J 

[84 6| 

[860] 

187 7] 

[87 1] 

(86 1] 

185 4J 

[92 8] 

[92 9] 

[92 8J 

Total SBI Group (8 banks) 

107910 

95521 

81009 

56740 

46973 

48160 

51571 

46181 

34691 

308969 

108146 

301862 

State Bonk of India 

80102 

72221 

62141 

41214 

14972 

17160 

40799 

16881 

27880 

228166 

228166 

225260 

Total SBI Associates 













(7 banks) 

27608 

21298 

18868 

15526 

12001 

11200 

10772 

9101 

6811 

80801 

79980 

78602 

Total Nationalised Banks 













(19 banks) 

221021 

189318 

161512 

102968 

82695 

81891 

95822 

85261 

61879 

578767 

580604 

564623 

Bank of Baroda 

22762 

19565 

17144 

12485 

10785 

9887 

7976 

7148 

6145 

44500 

42108 

41715 

Punjab National Bank 

24711 

**1911 

18241 

11711 

9868 

9915 

11174 

10298 

7277 

72154 

72721 

59976 

Bank of India 

18904 

16294 

14551 

9176 

7460 

7127 

7874 

7126 

5411 

51229 

52561 

51210 

Canard Bank 

21916 

19421 

15862 

10572 

8101 

7850 

10009 

9217 

7742 

51115 

52710 

51910 

Central Bank of India 

17655 

15967 

11824 

7804 

5986 

6752 

7111 

6221 

5192 

51546 

54595 

51818 

Union Bank of India 

1S401 

11801 

9109 

7129 

5161 

4477 

6011 

5168 

1524 

12722 

12754 

12805 

Indian Bank 

11051 

10551 

9162 

6265 

5461 

5462 

4195 

1781 

3712 

26608 

26608 

25615 

Indian Overseas Bank 

11124 

9185 

7718 

5215 

1698 

1675 

5180 

4696 

2947 

28644 

28572 

28790 

Syndicate Bank 

10977 

9194 

8189 

1691 

1112 

1642 

5691 

4948 

2979 

17778 

18215 

18424 

UCO Bank 

8654 

7750 

7412 

1676 

1198 

1665 

4481 

4011 

1214 

14168 

14571 

15415 

Allahabad Bank 

9211 

8458 

7692 

4192 

1722 

1956 

1798 

1825 

io u 

22891 

22891 

22745 

United Bank ot Indi i 

8042 

6992 

6151 

2815 

2529 

2922 

1S78 

1242 

2611 

22556 

22681 

22718 

Oriental Bank of Commerce 

: 6671 

5219 

4277 

1529 

2567 

2219 

2917 

2522 

1560 

12167 

11890 

mw 

Corporation Bank 

6116 

4118 

2854 

2066 

1421 

1214 

2507 

2176 

1081 

9192 

9152 

9041 

Vijaya Bank 

5H70 

4295 

1107 

2156 

1826 

1605 

2445 

1807 

1267 

14112 

14001 

11760 

Dccna Bank 

5779 

4924 

1144 

2871 

2158 

1988 

2500 

2116 

1671 

16271 

16547 

16502 

Bank of Maharashtra 

5142 

4484 

1874 

2144 

1808 

1855 

2812 

2210 

1627 

17467 

18914 

18659 

Andhra Bank 

5312 

4941 

4188 

2410 

1912 

1908 

2126 

2042 

1499 

16459 

16459 

15590 

Punjab and Sind Bank 

5278 

4025 

1191 

2418 

1696 

1552 

2290 

1844 

1164 

12588 

I258P 

12484 

Total Private Sector Banks 

26121 

20049 

15102 

11842 

9717 

7882 

9491 

7205 

5086 

55157 

54694 

54275 

(26 banks) 

(6 91 

16 11 

[S5] 

[7 11 

[6 5] 

l^l 

15 6J 

14 7J 

14 5J 

[5 8] 

[S7] 

[S 81 

The Vysya Bank Ltd 

5188 

1619 

2519 

2709 

1612 

1426 

1610 

1422 

860 

5641 

5147 

5209 

The Federal Bank L td 

2791 

2411 

1718 

1632 

1197 

848 

1058 

807 

628 

5678 

5591 

5411 

The Jammu and Kashmir Bank 2178 

2069 

1890 

1208 

1241 

1110 

792 

589 

501 

5040 

5010 

5029 

Bank of Rajasthan Ltd 

2075 

1512 

1206 

1018 

688 

572 

9-7 

612 

412 

44*79 

4497 

4560 

1 lit South Indian Bank Ltd 

1516 

1251 

1000 

741 

601 

491 

668 

489 

148 

1811 

4081 

4071 

United Western Bank L td 

1412 

1104 

826 

771 

512 

441 

461 

118 

276 

1178 

1181 

1105 

Karnataka Bank Ltd 

1114 

1062 

844 

812 

606 

474 

467 

180 

299 

1481 

1114 

1142 

Total Foreign Banks <26 banks) 2806*3 

25897 

20875 

15181 

11451 

10410 

11984 

11954 

11112 

11257 

11051 

11415 


(7 1| 

[7 8J 

I7 5J 

|8 0j 

17 6] 

17 01 

17 1] 

19 U 

Lion 

II4| 

H 4| 

U4] 

Citi Bank N A 

6091 

6258 

5009 

2791 

2258 

2105 

'■>511 

1198 

2700 

1192 

1289 

1111 

ANZ Grindlays Bank pie 

4616 

4547 

446^ 

1786 

1896 

1861 

2274 

2416 

2454 

1951 

1711 

4177 

HSBC 

1401 

26 75 

1909 

1605 

1088 

1088 

1416 

1510 

864 

2196 

2118 

2208 

American Express Bank 

2451 

2191 

1569 

1210 

914 

1455 

1120 

1542 

185 

482 

4 71 

462 

Bank of America NT & SA 

2196 

1754 

1556 

1476 

810 

157 

811 

1047 

1016 

465 

458 

569 

Standaid Chartered Bank 

2164 

2515 

2121 

1015 

858 

717 

947 

1145 

2182 

2445 

2965 

2941 

Figuies in square brackets are percentage to total of Public 

Private and Fortign Banks 







Key Ratios of Public Sector Banks (PSBs) and Operating Profit 

Banks 

Capital Adequacy Ratio 

Non Performing Advances 

Net Interest as Per Cent 

Operating Profits of PSBs 


_m 

i Per Cent 

a 

s Per Cent 

to Total i 

\dvanLcs 

_LoJ: 

Naming As 

S£i&_ 

in Rs Crore 



1994 9S 1997 94 

1994 95 1991 94 

1994 95 1991 94 

1994 95 

1991 94 

1992 91 


Allahabad Bank 

4 92 

(no 

26 01 

24 74 

2 66 

251 

10 42 

22 84 

0 60 

Andhra Rank 

4 85 

& 

14 10 

2115 

121 

2 21 

11 11 

18 66 

14 10 

Bonk of Baruda 

8 72 

9 10 

16 58 

1872 

185 

1 17 

774 87 

726 82 

143 16 

Bank of India 

9 10 

0 82 

20 91 

29 95 

168 

2 89 

117 10 

204 80 

108 01 

Bank of Maharashtra 

6 02 

(*> 

25 71 

16 21 

198 

2 74 

26 98 

11 86 

-54 00 

ConaraBank 

10 19 

12 06 

12 55 

18 19 

4 01 

2 96 

552 27 

119 54 

461 56 

Centra] Bank ot India 

4 16 


24 98 

15 29 

2 68 

1 49 

49 18 

-122 01 

-49 82 

Corporation Bank 

10 70 

9 40 

4 90 

7 10 

4 64 

176 

174 01 

108 22 

47 81 

DenaBank 

7 41 

6 68 

17 06 

22 51 

4 16 

146 

68 80 

19 19 

2 92 

Indian Bank 

8 50 

1 50 

24 10 

26 80 

2 15 

2 21 

112 50 

49 78 

112 11 

Indian Ovcrsc is Bank 

8 42 

1 69 

21 59 

11 57 

214 

1 58 

75 79 

45 86 

-4611 

Oriental Bank of Commcri c 

IS 69 

10 21 

4 14 

600 

1 88 

118 

194 77 

109 54 

5617 

Punjab and Sind Bank 

5 40 

<!* 

22 09 

11 04 

2 67 

2 02 

40 92 

-6 06 

-70 68 

Punjab National Bank 

9 07 

8 00 

1701 

21 40 

104 

2 87 

121 27 

287 59 

258 43 

State Bonk of India 

12 77 

12 90 

21 67 

26 10 

4 19 

3 69 

1951 01 

1512 84 

1651 58 

State Bank ol Bikaner & Jaipur 

4 15 

4 58 

17 21 

18 19 

1 18 

306 

- 

- 

- 

State Bank of Hyderabad 

6 61 

6 17 

15 75 

21 90 

4 81 

4 68 

150 81 

120 57 

105 58 

Stalt Bank ot Indore 

5 07 

4 78 

10 65 

16 09 

415 

406 

56 84 

38 85 

20 01 

State Bank of Mysore 

160 

4 62 

12 77 

19 85 

1 51 

2 01 

61 15 

51 25 

12 28 

State Bank of Patiala 

10 00 

11 22 

11 41 

11 11 

9 26 

9 54 

111 14 

111 56 

10514 

State Bank of Saurashtra 

5 24 

5 26 

10 71 

16 10 

5 15 

4 16 

67 11 

44 22 

19 11 

State Bank ot *1 ravaneore 

107 

4 00 

11 10 

1167 

5 20 

5 61 

10102 

84 51 

60 08 

Syndicate Bank 

5 60 

0 29 

27 48 

29 40 

111 

101 

14 29 

4 05 

-104 07 

UCO Bank 

8 10 


26 70 

12 20 

100 

1 40 

16 63 

-161 82 

-11135 

Union Bank of India 

8 28 

9 71 

9 40 

12 86 

164 

104 

285 25 

163 26 

70 47 

United Bank of India 

2 50 


29 10 

15 10 

1 56 

0 84 

-82 71 

-11900 

-121 37 

Vijaya Bank 

means negative 

9 58 

5 70 

1141 

21 14 

175 

158 

77 58 

40 53 

198 
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COMPANIES 


EPW Research Foundation 


PONDS INDIA 

Higher Dividend 

PONDS INDIA the Hindustan Lever group 
firm, is well known lor its range of skin care 
products with export of leather products, 
mushrooms and thermometers forming the 
second line of activity The company closed 
the financial year ended Det ember 1995 
with a sales turnover of Rs 317 crorc, up 
by 26 per tent from Rs 251 crorc recorded 
in the previous year Other income moved 
up by 5 pci cent and total income was up 
by 24 per cent from Rs 262 crorc to Rs 126 
crorc Interest costs were down b\ 4B per 
cent Provision tor depreciation and tax 
moved up by 21 pei tent and 11 pci cent 
respectively The company closed the year 
with l ml profit ot Rs 18 trorc up by 26 
per cent horn Rs 10 ciorc rttorded in the 
previous veir The dividend payment has 
bten stepped up to 15() per cent from 110 
pei cent pud in the previous yen 

Peisotnl products the fl igship business 
of the. compinv tegtsurtd an impicssive 
over ill growth Volume lor talc and skin 
tart products rt gisteicd a growth of 15 per 
cent and *0 per cent respectively The 
tompdii> icl lunched its cold cream tnd 
vaseline lip gu ird in 1995 Ihe joint selling 
arrangement with Hmdust in lever which 
has been ope i at ion il since 199* helped the 
c omp iny to enhance its distribution network 
especially m the mral areas During the year 
the benefits of i reduced excise duty was 
passed on to the consumers The flavours 
and lragiame business continued to jvr 
form well with increase in volumes and 
customu bise and improved profitability 
Ihe leather products division iccoided an 
18 per cent giowth in turnover from Rs 18 
crote in 1994 to Ks 45 uorc for Ihe year 
under review 

The cornn inv exported one 1 ikh pans of 
shoes during the yeai and extended Us 
theimomctcr business division into Spain 
West Asi t and Turkey Fxports of 
mushiooms personal products and leather 
products registered a healthy growth during 
the>carundu review The company’s expoit 
earnings have grown hy 12 per cent from 
Rs 72 crorc in the previous year to Rs 81 
c rore forthc year undci review The company 
is targeting an export turnover of Rs 500 
irore from ns leather division by 2005 
Leather exports will comprise shoes shoe 
uppers md leather garments as also a small 
portion of finished leather 

Having exported over 100 million 
thermometers Pond s is the world s largest 
mercury glass thermometer manufacturer 
The company has a 15 per cent share of the 


American market and a sizeable presence 
in UK, Spain and other parts of the world 
The company plans to increase the export 
turnover from thermometers to Rs B0 crore 
by 1998 To keep up with changing life¬ 
styles, the company also has plans to export 
digital thermometers 

The company has launched electronic 
thermometers for export and in the domestic 
market clinical thermometers under the 
biand name Q Tips arc now available 

BHARAT FORGE 

Expansion Plans 

One ot the largest foiging companies in the 
world Bharat Forge a Kalyani group 
company has posted an improved per 
lormance tor the year ended March 1995 
The company closed the year with a sales 
turnover of Rs 282 croie up by 35 per cent 
from Rs 208 crort recoided m the previous 
year Other income moved up by 98 per cent 
from Rs 11 croie to Rs 26 crore Total 
income moved up by 40 per cent to Rs 118 
crore from Rs 228 crote Interest cost moved 
up b> 5 per cent Provision for depreciation 
lose by 11 pei cent Aided by a zero tax 
provision the company closed the financial 
year with a net profit of Rs 21 crore a rise 
ot 101 percent from Rs 12 recoided in the 
previous year 

The improved performance has been 
attributed to tlu* reviv al of heavy and medium 
vehicles segment which forms a substantial 
market for the company Bharat Forge is 
primarily an auto industry supplier with 
products including steel forging flanges 
and machined crankshafts and clients like 
Telco and Ashok I cyland 

Entering the area of finance in 1992 about 
7 per cent of us turnover is accounted lor 
by the finanml services division The 
i ompany one ol the 1c aders m the consumer 
finance activity in Pune, has recicvcd the 
Category I Mete Rant Banket certification 
from SEB1 

The company has bagged orders from 
Mercedes and Mitsubishi to supply axle 
beams The company s export earnings 
increased by 7 4 per cent from Rs 2* uorc 
to Rs 27 crore The company obtained a 
majoi breakthrough b> getting an order for 
the supply of 6 cylinder fully machined 
crankshafts from \ major tractor manu 
facturcr in the UK The company ts now 
looking at Japan as a potential export market 

Over the past two years, Bharat Forge has 
laid emphasis on modernisation 
diversification and expansion into new 
products The company has successfully 
implemented the project for the manufacture 


of wheel nms for heavy and light commeicial 
vehicles The project was set up in technical 
collaboration with L cmmer/c werke, 
Germany Having received a good response 
from original equipment manufacturers 
(OEMs) the company is now planning to 
double capacities in this market segment By 
the turn of the century the company plans 
to more than double inst tiled capacity to 1 5 
lakh tonnes per annum (Itpa) w ith a revenue 
target of Rs 1,000 crorc The company is also 
planning to introduce a range of pioducts 
for its passenger car market 
The company has investment lined up in 
a connecting rods project Of the total 
capac ltv of 7,20 000 pieces 1 00 000 arc to 
be supplied to its technical collaboiator. 
Federal Forge of the US as part ol a buy¬ 
back arrangement The company has gone 
for another tie-up for making wheel nms 
for HCVs and LCVs with Lemmer/c werke 
ol Germany The project is to go on stream 
soon 

The company plans to set up a one million 
tonne per annum coke oven battery in 
Karnataka which is to be used for the co¬ 
generation of power The unit will start as 
a coke oven plant converting coal into coke 
lor use in steel making The coke will be 
sold to the steel industry while the gaseous 
by produt ts m c onjunc tion with the imported 
liquid fuels will be used to geneiatc power 
The power generated is to he fed into the 
state power gnd The envisaged outlay for 
the project is to be Rs 1 500 crore Still in 
the initial stage the company is looking for 
a suitable site for setting up the project 

COROMANDEL FER1 IL ISERS 

Price Control Anomalies 

Coromandel Fertilisers (CF) is a leading 
manufacturer of phosphatic fertilisers An 
integrated manufacturer of phosphatic 
fertilisers with captive phosphoric acid and 
ammonia manufacturing capability the 
company imports the basic feedstock viz, 
rock phosphate and sulphur CF captively 
produces ammonia with naptha as its 
feedstock 

The i ompany closed the > car ended Marc h 
1995 with a sales turnover of Rs 298 uorc, 
up by 10 per cent from Rs 272 croie Other 
income moved up by 17 per tent Total 
income saw a nsc ot 17 per cent from 
Rs 255 crorc to Rs 299 crore Intcicst costs 
were down by 6 per cent Provision lor 
depreciation moved up bv 24 per cent Aide d 
by a zero tax provision the company dosed 
the year with a net profit of Rs 14 crorc up 
from Rs 2 crore in the previous year An 
interim dividend ot 10 per cent had been 
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Tfet Week's 


(Rslakh) 


Financial Indicators 


Ponds India Bharat Forge Coromandel 

_ Fertilisers 

bee bee March March March March 

1995 1994 1995 1994 1995 1994 


Income/appropriations 

1 Net sales 31713 

2 Value of production 11791 

1 Other Income 858 

4 Total income 32599 

5 Raw matuials/Stores and 

spares consumed 11081 

6 Other manufacturing expenses 8011 

7 Remuneration to employees 1449 

8 Other expenses 6417 

9 Operating profit *>641 

10 Interest 145 

11 Gross profit 5605 

12 Depreciation 260 

11 Profit before tax 5145 

14 Tax provision 1565 

15 Profit after tax 1780 

16 Dividends 2100 

17 Retained profit 1680 

Liabilities/assets 

18 Paid up capital 1400 

19 Reserves and surplus 8751 

20 Long term loans 16 

21 Short term loans 451 

22 Of which bank borrowings 198 

21 Gross fixed assets 5854 

24 Accumulated depreciation 1172 

25 Inventories 4601 

26 Total asscts/liabilitics 17282 

Miscellaneous items 

27 Excise duty 0 

28 Gross value added 7278 

29 1 otal foreign exchange income 8191 

10 Total foreign exchange outgo 2891 

Key financial and performance ratios 

11 Turnover ratio 

(sales to total assets) (%) 181 50 

12 Sales to total net assets (%) 298 56 

11 Gross value added to 

gross fixed assets (51) 124 11 

14 Return on investment 

(gioss profit to total assets) (51) 12 49 

15 Gross profit to sales 

(gross margin) (%) 17 67 

16 Operating profit to sales (%) 17 79 

17 Pr>fit before tax to sales (%) 16 85 

18 Tax provision to 

profit before tax (51) 29 28 

39 Profit after tax to net worth 

(return on equity) (%) 37 21 

40 Dividend (%) 150 00 

41 Earning per share (Rs) 27 (X) 

42 Book value per share (Rs) 72 52 

41 P/E ratio (based on latest ind 

corresponding last year s price) 42 22 

44 Debt equity ratio 

(adjusted for revaluation) (%) 0 16 

45 Short term bank borrowings 

to mventones (%) 4 30 

46 Sundry creditors to 

sundry debtors (%) 201 17 

47 Total remuneration to employees 

to gross value added (56) 19 91 

48 Total remuneration to employees 

to value of production (%) 4 57 

49 Gross fixed assets formation (%) 25 10 

50 Orowth in mventones (5b)_-017 
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recommended by the company and keeping 
in mind the funds required tor the expansion 
programme, no final dividend has been 
recommended 

The previous year s performance was 
under pressure on account of inadequate 
subsidy and the uneconomic prices fixed 
by the state governments The higher prices 
of phosphatic fertilisers encouraged the 
farmers to use more of cheaper urea affecting 
the sale of phosphatic fertilisers and the 
manufacturers of phosphatic fertilisers were 
forced to sell at prices with a negligible 
profit margin Added to this were high interest 
costs on account of increased working 
capital requirements 

1 o counter this the industry initiated steps 
to ancst the imbalance in the use ot fertilisers 
with a view to maintaining soil health and 
the company expects phosphatic fertiliser 
consumption to show a growth of around 
5 per cent 

I or the year under review the company 
put in vigorous efforts to identify and market 
to neighbouring states and this has helped 
it to increase the volume of sales of Gromor 
fertilisers to 3 52 lakh tonnes against the 
previous year s sales of 3 38 lakh tonnes 
Production of fertilisers was 3 49 lakh tonnes 
against 3 lakh tonnes in the previous year 
Capacity utilisation wa> consistently high in 
all the process units 

CF has tied up with Mitsui ol Japan in 
a bid to cut the cost of converting rock 
sulphur into sulphuric nud (which is then 
converted into phosphoric acid a raw 
material) The lie-up wnh Mitsui is lor 
guaranteed and competitively pne td sulphur 
An MOU covering the pnceol this vital taw 
material has been signed 

The company has investments worth 
Rs 6(X) million lined up for modernisation 
and also for the setting up of a 6 MW power 
plant The progiammc is to be funded by 
internal accruals and loans Ihc company 
proposes to achieve capacity enhancement 
through modernisation ol ammonia urea 
and phosphoric plants 

The company has paid attention to 
pollution control The flounne recovery unit 
recently commissioned adds to the 
effectiveness of the effluent treatment plant 
and also produces hydrofluostlic acid for the 
supply to a nearby aluminium unit With the 
aim of cost reduction besides increasing the 
availability of power the company has added 
an electrical substation of 132 K V A capacity 

The company's prospects in the long 
run will improve only if the urea sector is 
deregulated In spite ot phosphatic fertilisers 
being decontrolled the state government 
continues to exercise indirect control over 
prices by fixing pnee bands for entitlement 
of ad hoc subsidies and urea is still highly 
subsidised and the cheapest fertiliser 
available to the farmer 
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OF LIFE, LETTERS AND POLITICS 


Shall We or Shall We Not? 

GPD 


When Marxists, Indira Gandhi’s men andpost-modernists get together, 
they tan produce a remarkable document completely devoid of ideas 
and arguments But then there is always a ‘Bharatavakva’ at the end of 
a play which does not say muih, except exptess some pious wishes 


AFTER a 13-day interlude of a BJP 
government, a so called third force 
government led by De ve Gowda was instal led 
in Delhi Going by the Mumbai vernacular 
press, it reminded many of the theatre The 
difference was that the Loksatta of The 
Indian Impress group thought that it was the 
beginning of the second act The baamna 
of you know who thought that the third act 
had begun The difference might be ex 
plained away by saying that the former 
newspaper being brought up on the post 
war Marathi thcatie perhaps thought in 
terms of a two-act play The latter however, 
still lives in history and probably thought 
of a five act fare In any case both of 
them thought of a point fairly close to the 
intermission 

This propensity to theatre may not entirely 
be related to the celebration of theatre often 
of a dubious kind in the land of the Marathas 
Delhi, the national capital, was witness to 
no less dramatic performances In a sense 
they were even more exciting than the 
imagination of the Loksatta and the Saamna 
editors would lead us to believe This was 
probably because of the theatre on the left 
that was played out with a gusto unmatched 
in ihe history of the left, organised left one 
should hasten to add 

The question or the point of theatrical 
tension it you will was if the Lett especially 
the CP1(M) should or should not join the 
government of Deve Gowda and, if one 
might add of Chidambaram, the new f mancc 
minister a south Indian 'avatar' of 
Manmohan Singh That he would be in the 
government and that he was being tipped as 
successor to Manmohan Singh in the 
Congress ranks was never a secret If it was, 
i it was not a particularly well-guarded one 
Nobody can say for certain what the economic 
| policies of the Janata Dal would have been 
1 if it had got a majority A lovely thing about 
[ that political formation is that it you belonged 
to it you could claim the so-called left-of- 
centre credentials, no matter what you 
actually did and proclaimed That ts why a 
politician who had been finance minister m 
the Congress and who had never disowned 


his support to the emergency could become 
their principal leader and prime minister At 
the ptesent moment as a political formation 
the Janata Dal had no intentions of disowning 
the Manmohan Smgh-Narasimha Rao 
economic package We shall see that clearly 
as time passes and, of course if the 
government survives long enough This 
government 1 s and always looked like another 
Congress government Hegde had argued 
for an understanding with Congress Deve 
Gowda and his c illcagues ha\c (he same 
understanding (as Hcgde’s) without the 
C ongress But when the Congress comes to 
power under a different name it becomes 
automatically a left of-centre political 
formation Why you might ask Well 
because our media and lately some leit 
mtclb'ctuals and glamorous film-actresses 
tell us so All drama is costume drama after 
all Wear the left of centre' costume and 
continue with the right of centre’ policies 
and a horde of left intellectuals will stand 
b> you They can then give up thcirtraditional 
job of dealing in and generating ideas Ideas 
will not be needed now Manmohan Singh 
has generated them A quotation or two f rom 
Lenin and lrom somt fancy east European 
economist would be needed Provide the 
cut-off line and join the bandwagon Join 
the government That s the best A tew 
benefits will come your way but that may 
be a small price (to pay or to gain depending 
upon how you look at it) if that keeps the 
BJP out The villain h is been taken care of 
All because of left participation 
Now some old fashioned people thought 
that 1 1 the BJP govern m ;nt had to be defeated 
it can be done if the third force government 
had to be installed it can be done without 
the left parties a«tually joining the 
government Left participation is neither 
necessary nor desirible in the process of 
ach eving that objective The left parties 
seem to be m two minds on the question 
The CPI thinks one way in the morning and 
the other way in the afternoon It deliberated 
over participation in the government tor a 
long while It has ultimately decided (at the 
time of writing) that the only guarantee of 


defeating Hindu chauvinism is a couple of 
CPI MPs landing ministerial berths Their 
support from outside would not serve the 
same purpose That we cannot explain why 
is hardly surprising But even they are unable 
to explain why is, however a mystery 

In comparison the CPI(M) recovered its 
balance soon enough Why it required hours 
and hours of deliberation to do so will never 
be known unless it chooses to tell us But 
no matter how many hours it might have 
spent it did arrive at the right decision in 
the end If the left wished to malign itself 
there arc umpteen ways of doing it Joining 
this government would have been the worst 
c f them all Making Jyoti Basu the prime 
minister was not or should not have been 
the issue At long last the tragedy of Hamlet 
or the Prince of Bengal was mercifully 
avoided The left saved its (may be falling) 
reputation The gicat question shall wc or 
shall we not* was dismissed It was bad 
enough that the Janata Dal was formulating 
questions for the left It would have been 
worse 1 f the left would have chosen to answer 
them or to put it more accurately repeat the 
answers which the so-called national front 
had proposed all in the name of defeating 
this enemy with the help of that today and 
defeating that enemy with the help of this 
one day after (for example the!977oi 1989 
elections on the one hand and 1996 on the 
other) Avoiding that kind of politics did not 
involve complicated ideological questions 
It involved keeping a sale distance from 
certain disaster 

A few left w.ng fellows highly respected 
and respectable some of them however did 
not think so Why they did not think so was 
not clear from the statement they came out 
with Probably they wanted their favourite 
Jvoli Basu to become the prime minister by 
the hook of the third front and by the crook 
of the C ongress support I hat s probably the 
reason why Indira Gandhi s nominees to 
various institutions also figured in the 
signatories list When Marxists Indira 
Gandhi s men and post modernists get 
together they can produce a remarkable 
document completely devoid of ideas or 
arguments It can only be a document of 
pious wishes suicidal as they might well be 
But then there is always a 'Bharatavakya 
at the end of a play which does not really 
say much except express pious wishes One 
does wish that a few intellectuals w horn one 
had always respected had not joined this 
bandwagon But then m our post modernist 
times, anything i an happen The rhetoric of 
the end of history and idcologv can 
masquerade as left wing rhetoric Maybe all 
political theatre is costume play in the end 
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RANDOM REFLECTIONS 


Governance, Institution-Building and 
Economic Development 

A run Ghosh 

Institutions intended to foster development , assiduously built up over 
40-odd years , have been systematically destroyed during the brief period 
from June 1991 to May 1996 . 


THE debate (in recent years) about the 
efficacy oi the Tree market’ system versus 
government intervention' in promoting 
economic development has become, in 
today's framework, generally irrelevant in 
India. Unfortunately, very few of the debaters 
have even bothered to go into the question 
of 'institution building’, no matter what 
pattern of development is adopted. People 
do admit to the need for law and order, for 
the rule of law and, more recently, for some 
stability of policies These are doubtless 
essential, but the bulk of the people may then 
ask, stability and law and order for whose 
benefit 7 Law and order, m certain situations, 
may be tantamount to mere maintenance of 
the status quo; so it may be more important 
to locus on the need for fostering the 
‘institutions' which may be deemed to be 
essential for any kind of development effort; 
and it is also essential to ensure that the 
strategy is for bioad-based development. 

The nature ot institutions that may pro¬ 
mote development in different countries may 
be widely divergent; they have to do with 
the social and economic organisations (or 
the organisational framework) in different 
countries. In the USSR, the gradual un¬ 
importance of the ‘soviets’, the immense 
concentration of power in Moscow, may be 
one of several causes of the crumbling of 
the system Equally, it cannot be anybody’s 
case that today the US or the UK institutional 
tramework can help to reconstruct the badly 
fractured polity and economy of the Russian 
federation. Each country needs to find the 
development strategy that would suit its 
people 

And yet, strangely, the focus on ‘insti¬ 
tutions’ necessary for development is by and 
large missing from the lexicon of Indian 
economic experts. It is implicitly assumed 
that the only institutional framework that is 
important (foi economic development) is 
one that would ensure that the rule of law 
prevails, the law (and the order) being the 
extant law (and the extant order) in society. 

This assumption is both facile and incor¬ 
rect. This is obvious for two reasons. First, 
in situations where a very small minority 
enjoys all social and economic privileges - 
as in some African and Latin American 
countries today - no development is possible 
without sweeping changes tn the very 


framework of society. Secondly, the efficacy 
of widely divergent 'institutions' in 
promoting development is easily seen from 
the history of economic development across 
the world, under totally different political 
and economic systems. The countries that 
have developed in the world are those wherein 
there has been focus on their own (im¬ 
provised) institutional mechanisms - suitable 
for the concerned countries - for promoting 
development. Indeed, these mechanisms 
(or institutions) have been widely divergent 
(in different countries); and yet they have 
invariably been crucial for whatever develop¬ 
ment strategies have been adopted and 
(successfully) implemented. 4 

Two points need to be emphasised in this 
context. One should reiterate the possibility 
of speedy economic development under 
different economic systems and therefore of 
the need for the development of institutions 
appropnatc for the model of growth adopted. 
South Korea, Taiwan and mainland China 
have all developed rapidly after the second 
world war, under totally different systems, 
with all the three adopting widely divergent 
institutional mechanisms for promoting eco¬ 
nomic development. Indeed, Taiwan is the 
only country to have followed the standard 
neoclassical mode of a 'market oriented’ 
policy - and an open door policy in regard 
to international capital - for promoting deve¬ 
lopment. Both China and South Korea have 
pursued widely divergent, and yet highly 
interventionist policies. But we digress; let 
us get back to the second of the two important 
points to be noted. That point is, and this 
is the rationale for the present essay, insti¬ 
tutions take long years to be built up; they 
can be destroyed quite easily. 

One can be specific. Over the past decade, 
perhaps ever since 1980, governance in India 
has been characterised by the destruction of 
institutions, and attempts at the creation of 
new, transitory, parallel (or even duplicate) 
institutions. Name the field, and you have 
blatant examples. To digress from the arena 
of economics, take the Lalit Kala Akademi, 
the Sangeet-Natak Akademi and similar 
institutions. These institutions were floated 
by Jawaharlal Nehru to promote Indian art, 
literature and culture. If some leader of the 
moment felt that they had failed to deliver, 
the institutions could have been reinvigo¬ 


rated, revamped and re-energised by instal¬ 
ling a new team to manage them. But no; 
they have been allowed to linger (with 
inadequate funding), and the mid-1980s saw 
the emergence of six Regional Culture 
Centres. Not much is heard of these centres 
today; yet they must exist, and budgetary 
funds must be allocated to them and also to 
the Akademis; but invariably, this implies * 
a ‘rationing’ of the resources available as 
between the Akademis and the Culture 
Centres (both being central institutions). We 
do not believe in nurturing institutions. Our 
post-independence leaders have had their 
ego expressed through the creation of new 
institutions; new 'Foundations' (with a lot 
of unwarranted funding), much like the 
earlier Afghan or Moghal emperors erecting 
monuments - sometimes even establishing 
a new capital - to commemorate themselves. 

But we digress. The neglect of institutions 
of ‘culture 1 may be depressing and unfortu- 
nate; and certainly, the development ot new ^ 
‘centres' (for the promotion of culture) is 
not a disaster for the country. It provides for 
variety; the problem is wi f h the (resultant) 
inadequate funding of all institutions. The 
disaster that has overtaken the country today 
is the systematic destruction ot institutions 
intended to foster development, assiduously 
built up over 40-odd years, during the brief 
five-year period from June 1991 to May 1996 

One need cite but two examples, one of 
which is generally unknown to the ordinary 
citizen, the other made known recently. The 
Central Electricity Authority (CEA) was set 
up when the erstwhile Central Water and* 
Power Commission was subdivided after 
independence, so as to give exclusive atten¬ 
tion to, and foster the development of India's 
water resources (by the Central Water Com¬ 
mission orCWC) and power availability (by 
the CEA). The Electricity Supply Act ol 
1948 vested in the CEA the responsibility 
for: (a) planning the development ot power 
supply; (b) approving the technical and 
economic parameters of all power projects 
(above a certain size); and (c) overseeing 
and exercising regulatory responsibilities 
over power generation and transmission. 

Under the leadershipot the erstwhile union 
minister for power N K P Salve, not only 
have the functions of the CEA been dras¬ 
tically altered (and reduced), the very 
organisation is now being destroyed, by 
breaking up 'divisions', transferring com¬ 
petent officers, promoting 'toadies', am 
generally chipping away at the morale ol 
power engineers who, between 1950 am 
1990. had succeeded in increasing the powei 
generation capacity in the country froir 
around only one to more than 77 billioi 
KWH. The reason was simple; the CEA was 
reluctant to accord approval to the term 
proposed for certain roreign Investo 
Promoted Power (FIPP) projects, which wen 
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manifestly absurd, but which Salve was only 
too wilting to allow And now, under the 
direction of the World Bank, the CEA has 
been virtually ordered that it need not bother 
to look into the technical and economic 
parameters of power projects, the 'market*, 
implying the project authorities endorsed 
by financial institutions, is competent to 
perform this function, even though that would 
still (as of today) be violativeof the Electricity 
Supply Act (as amended in 1993) A glaring 
case is that of the ENRON project which, 
it transpires, never obtained CEA clearance 
on techno-economic parameters (either tor 
the original 2,015 MW project or for the now 
revised 2,450 MW project) because it was 
decided that approval for the project having 
been given by the finance ministry in regard 
to the reasonableness of the power costs, 
CEA clearance (on techno-economic pata- 
meters) was not even required and could be 
taken tor granted Presumably, that soil 
remains the position regarding the revised 
project now approved for a larger capacity 
by the Maharashtra government violating 
the mandatory requirement of public adver¬ 
tisement of the main features of the project, 
which allows any consumer (who wishes to 
do so) to represent to the CEA against the 
pioject Yet neither ‘he present Maharashtra 
government nor the outgoing government at 
the centre (headed bv Atal Bcnar Vajpayee) 
appeared to be unduly concerned not only 
at the total subjugation of the CEA hut also 
at the flagrant \ lolation of the extant law of 
the land in regard to this project And, to 
crown the absurdity, the outgoing 13-day 
old government appioved ol the cential 
government giving a counter guarantee foi 
the project in an emergency meeting of the 
cabinet held after the then prime minister 
had acknowledged in parliament that his 
government lacked a majority in the house 
Mysteries certainly abound in Indian politics 

lake another blatant example Every 
Indian ought to be proud of the achievements 
of the nuclear and space research scientists 
in India They have succeeded in putting 
together nuclear power stations and m 
placing space ships into the orbit entirely 
on their own, in the face of lelentless (and 
active) opposition by the developed countries 
to such a technological breakthiough by 
India In tact there have been innumerable 
hurdles placed the international com 
munity against such an achievement by 
Indian scientists 

And how did the erstwhile Narasimha Rao 
government at the centre treat these scientists 0 
One has to read the horrific details m the 
rrontline (May 31 1996 p 49) regarding 
the Indian Space Research Organisation 
(ISRO) A number of top scientists of 1SRO 
wete harried almost beyond sanity, by trum¬ 
ped up and take charges of espionage - 
a charge levelled by the Intelligence Bureau 
(which functions directly under the prime 
minister) There was not a shred of evidence 
agatnst them but it has taken nearly two 


years - from August 1994 when it all began 
- for adetatled CB1 probe to totally exonerate 
alt the accused and to slate categorically that 
all evidence was fabricated, all the charges 
were baseless and perhaps motivated 
Meanwhile, former prime minister 
Narasimha Rao * who was in charge of both 
the IB and the Space Dcpartment-cheerfully 
looked the othei way with the Intelligence 
Bureau harrying important scientists on 
totally trumped up charges, without any 
evidence whatsoever based on wholly 
incorrect accusations made out of jealousy, 
with blatantly 'planted evidence’ and indeed 
sought to extort confessions ’ under extreme 
physical torture and under duress 
Who is responsible for shattering the lives 
at these top scientists/technologists as well 
as a highly compelent police officer 7 Who 
will repair the damage done to the morale 
of the personnel in the concerned orga 
msations } Would the IB - and some moti 
vated journalists who had earlier played up 
the case - be duly penalised 9 Our tradition 
has somehow been to hush up inconvenient 
developments and it is only the intervention 
of the judiciary of late - on occasion well 
beyond its pale of jurisdiction, which is a 
worrisome devclc pment - which has exposed 
some of the ‘scams that have been part of 
the process of destruction of institutions 
The destruction of morale-over the period 
June 1991 to May 1995 - is nowhere more 
blatant than in all public sector operations 
be they enterprises or even statutory com 
missions Indeed even the parliament has 
been beguiled into converting statutory 
corporations like the ONGC into public 
limited companies w lth but one objective 
to sell oft part of the equity of the (limited 
liability) ‘company now constituted (the 
ONGC being the hapless institution) The 
steady denigration of the public sector by 
responsible people from cabinet ministers 
down to lowly administrators, ‘generalists' 
without competence puffed up with the 
power bestowed on them by ministers who 
are prone to ‘use the bureaucracy for un 
warranted exercise ot authority, the systc 
matic erosion ol the financial viability of 
public enterprises and other institutions 
because of erroneous policies followed, 
denial of all financial support, and undue 
interference with the daily operations of the 
enterpnses/staiutorv authorities indeed the 
siphoning off of ifr surpluses of public 
enterprises through underhand means all 
this has led to a sorr> state of affairs not only 
in regard to enterprise functioning but also 
o i general administration Morale is at an 
all-time low, for under standable reasons At 
the root ot these developments lies the 
philosophy ot the World Bank, namely, what 
a government can do the private sector can 
always do better Docs liberalisation have 
to imply the destruction of useful, growth 
promoting institutions 7 
We seem to lorget that economic deve¬ 
lopment is crucially dependent on institu 


lions that can foster development, and the 
destruction of institutions can never be 
conducive to development no matter which 
sector is entrusted with the task 

What is the point m emphasising this 
today 7 As of this writing, India is at the 
cross-roads of history A minority govern¬ 
ment constituted a bare fortnight back (by 
the single largest party m parliament) has 
had to resign because of the lack of confi¬ 
dence of a vast majority of members elected 
to the new Lok Sabha, and - contrary to the 
prediction of all media persons, of all the 
elitist snobs of Delhi - it appears that no 
party (other than two small electoral allies), 
not even any independent member of 
parliament was prepared to extend the new 
BJP government its/his/her support Three 
lessons clearly emeigc First, a party with 
clearly communal undertones - no matter 
how good personally some individual 
members of the party are - cannot inspire 
confidence among the people of this country 
Secondly, and importantly, the predictions 
of both the media and the money-bags ap¬ 
pear to have gone haywire It was rumoured 
earlier that some 50 to 70 members of 
parliament could easily be persuaded to 
change sides Strangely with a large number 
of money-bags working overtime in 
Delhi this has not happened Finally it is 
clear that we need a more decentralised 
form of governance a more people centnc 
set of economic policies a more sensitive 
administration 

This essay - even though of the nature of 
random (sometimes wandering) icflections 
- has a purpose The next likely government, 
a coalition of disparate yet essentially secular 
forces needs to note two crucial points First, 
the Indian electorate is wiser than most 
commentators think Secondly the Indian 
electorate has voted (i) against the ongoing 
policies by and large, and (n) against the 
communalisation of Indian politics 

It is true that the dialectics ol change 
require that we do m t go back to the pre- 
1991 situation in regard to all economic 
policies Yet we do need to note that the 
Indian electorate has voted decisively in 
regard to some aspects of economic policy 
These changes have essentially to do with 

(a) a people centnc development piogramme, 

(b) gicater devolution ot all authonty and 
moic specifically in regard to finance from 
the centre, (c) greater attention to the poorer 
sections ot the population in our development 
programme, and therefore ipso facto greater 
reliance on ourselves for the required deve 
lopmeni thrust with a careful second look 
at the inroads of international financecapital 
and (d) promotion rather than the dcstruc lion 
ot institutions of development including 
public enterprises 

A coalition of secular forces needs in lake 
a careful look at all these issues Whales u 
else one may do one should nut irifk v. t 
the Indian electorate Its verdict is ik 
statingly unerring 


Economic and Political Weekly June 15, 19% 



COMMENTARY 


NEW DELHI 

Uneasy Thice among Conflicting 
Interests 

BM 

The Minimum Programme of the United Front reflects an uneasy truce 
among disparate political parties and the conflicting social and 
economic interests they represent . But a truce by its very nature is a 
temporary arrangement. 


THE disparate political parties which have 
installed the central government led by 
Deve Gowda claim to have united inspired 
by the secular ideal. They have proclaimed 
that their government “will not allow ob¬ 
scurantism and fundamentalism from any 
source and of any sort**. It was rather dis¬ 
concerting, therefore, to see the head of their 
government making a spectacle of moving, 
on the advice of his astrologers, to take 
possession of a part of the official residence 
of the prime minister. It is reported that 
while Gowda’s stars made it incumbent 
on him to do so, the ousted prime minister 
P V Narasimha Rao, could not shift from the 
place for three days either for the same 
reason. The two, the prime minister and the 
ex-prime minister, accommodated each other 
obviously because they have a rapport which 
is not only political but also strongly 
obscurantist. Look at the rounds they make 
of religious places and saints to be guided 
not only on matters of personal conduct but 
also on their political concerns. It may be 
argued that this is a ’personal’ matter, after 
all, and should not reflect on the government 
which is committed not to allow obscuran¬ 
tism of any sort. But the occupation of the 
official residence of the prime minister in 
the manner it has been established does 
give uneasy signals. If P V Narasimha Rao 
has been roundly accused by many of the 
UF constituents of weak secular creden¬ 
tials, especially because of his role in the 
demolition of Babri masjid, it cannot be 
missed either that he is now the main prop 
of the UF minority government. Dcve Gowda 
himself is known to be a very pragmatic 
politician. He is reported to have joined 
hands with BJP in 1983 to win his election 
to the Karnataka assembly. There was also 
a storm in the tea cup in the Lok Sabha the 
other day over his unstinted praise of the 
RSS. But let all this pass for the time being. 

The Common Approach in Major Policy 
Matters and Minimum Programme of the 
United Front which the Deve Gowda 


government has been called upon to follow 
is indeed a remarkable document. It is 
singularly devoid of ideological cohesion. 
It may appropriately be characterised as an 
uneasy truce between disparate political 
parties and their conflicting social and 
economic interests. But a truce by its very 
nature is a temporary arrangement. How 
long it will last is anybody's guess. It can 
break any time on one or another, even an 
inconsequential, issue. It appears that the 13 
parties which have formed the government 
were exhausted and bone-tired by their brave 
fight to keep the BJP at bay. They were, 
therefore, unable or unwilling to arrive at 
a credible policy platform which will be 
sustainable and can carry conviction with 
the rank and file of even the constituent 
parties. They seem to be, however, euphoric 
about their success in putting together the 
government headed by Deve Gowda. But 
uneasiness is already manifest. 

The deeply retrogressive nature and aims 
of the economic reform programme, drawn 
up for India by the IMF/World Bank 
combine, already stands exposed among the 
people and they voted against it firmly and 
unambiguously. The framers of the UF policy 
approach and programme have not, however, 
captured the truth of the so-called reforms. 
They have in particular totally and cavalierly 
ignoied the challenging task of resource 
mobilisation for subserving their proclaimed 
investment priorities and welfare promises. 
It is not surprising, therefore, that all of 
them, including the leftists, have fallen for 
hapless reliance on foreign investment for 
economic growth. They have not hesitated 
to set a high target of 10 billion dollars of 
foreign investment a year. Considering that 
the Rao government was able to attract 
hardly 4 billion dollars in four years, this is 
preposterous and mocks at their talk of self- 
rel iant growth. The concept of 'social justice’ 
too has been debased by yet another bout 
of competitive populist promises. The elec¬ 
torate had mandated an honest and critical 


review and revision of the Rao government’s 
economic policy. The UF programme has 
evaded this task most cynically. On the 
contrary, it has attempted 'adjustments’ 
which will actually enlarge and strengthen 
the retrogressive features of the former 
government's economic policies. The 
electorate had called a halt to the wanton 
strangulation of the domestic impulses for 
and agents of economic growth and social 
equity. But the UF holds aloft the banner 
of liberalisation and globalisation and the 
clandestine and invidious 'international 
commitments' of the Rao government. Rapid 
growth and modernisation by integrating the 
Indian economy with the global economy 
was the siren song of the Rao government’s 
economic policy. The Indian people voted 
in favour of the autonomy of India’s socio¬ 
economic development process. The UF is 
ambivalent on the vital issue of the assertion 
of the sovereign rights of the Indian people 
in international relations - economic, cultural 
and political-strategic. 

The economic policy options of the Deve 
Gowda governnfent are admittedly limited. 
There is a clear, though attempted to be 
hidden, assumption that the priorities of the 
government will tend to be decided on a case 
by case basis. The hard decisions will, 
therefore, be avoided and political expe¬ 
diency will rule the roost in policy-making 
and administrative actions which will 
aggravate matters because of the diverse 
pressures of vested interests, domestic and 
foreign, as well as the nsing tide of popular 
discontent. Foreign investors, in particular, 
will watch closely the official response on 
the terms and conditions for their invest¬ 
ment. Uncertainty and ambiguity will create 
ticklish problems. The fiscal position of the 
government is extremely weak and 
vulnerable. The fiscal mess that the Rao 
government has left behind will require a 
herculean effort to clean up. There has been 
reckless borrowing at very high rates of 
interest m recent years to finance the current 
consumption of the government. The Reserve 
Bank of India has warned that the com¬ 
position and quality of the fiscal deficit has 
deteriorated to an extent that it has become 
unsustainable. Side by side, the trade deficit 
is enlarging to strain the external payments 
position. The surge m external borrowings 
is becoming unavoidable. If foreign ex¬ 
change reserves are still claimed, in spite 
of a decline by nearly five billion dollars in 
the last nine months, to be 'comfortable', 
it is because of the highly unreliable and 
volatile non-resident deposits and inflow of 
foreign institutional capital which have been 
preying merrily on the stock markets. There 
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are disturbing signs of a sudden relapse into 
a payments crisis 

There was urgent need, therefore, for a 
cntica! review of the liberalisation of imports 
of goods and services for final consumption 
or for assembly in India, especially of goods 
of current consumption of the nch It is 
necessary to impose a measure of restraint 
on extravagant consumerism among the 
affluent even as some relief has to be given 
to the vulnerable sections of the population 
It can do no good to quibble on the role of 
foreign capital To talk of discouraging the 
entry of transnational corporations into only 
the consumer goods sector and the promise 
of a level playing field for Indian industry 
by itself do not add up to a policy of 
investment for economic growth The hope 
of attracting foreign capital on a massive 
scale for the development of economic 
infrastructure is facile and betrays a poor 
perception of the problems and pitfalls of 
socio economic development Ilalsoexposes 
a lack of political will for mobilisation of 
domestic resources and activisation of 
domestic skills and enterprise in the 
development process A concerted and 
icckless campaign to attract direct foreign 
investment was undertaken during the last 
five years with results not very flattering 
Can the UF do anything for better results 9 
Foreign investors in particular multinational 
corporations and their political patrons, 
demand special rights and prerogatives in 
the Indian market The UF leadership would 
be foolhardy if it hopes for any different 
response from them The Rao government 
gave way step by step to the cntiy of 
multinational corporations into India on 
their terms under pressure brazenly backed 
by the governments of the developed coun 
tries and international financial institutions 
World Bank IMF and GATT 

There has been a sharp decline in public 
investment during the last five years This 
was part of the so called economic reforms 
and was justified on the specious reasoning 
that efficient private business would take 
care of investment production, productivity 
and employment in the economy The idea 
that Indian private business interests can 
suddenly blossom into a highly competent 
competitive and socially oriented agents of 
economic growth, once controls and regu¬ 
lations were lifted and they were exposed 
to foreign competition has already been 
shown to be facile and counter-productive 
The socio-economic environment created 
by the reform policies has been such that 
the so-called captains of the pn vale corporate 
sector, unlike their predecessors before India 
gained political freedom, are no longer able 
or ready to play the role of savers and ac¬ 
cumulators of capital and efficient produ¬ 
cers of goods and services for the domestic 


market, let alone the global market 
Agriculture too has been starved of adequate 
investment over a prolonged period of time 
Land reforms, including even updating of 
land records, have been sidelined The flow 
of rural credit to poor farmers and artisans 
has been chocked It reliance is still placed 
on enlarging price incentives and profitable 
opportunities for free trading* in the farm 
surpluses of the nch farmers in the name of 
creating a favourable environment for 
increasing farmers own investment, the 
position can only worsen The attempt to 
pass on responsibility for the growth of the 
farm sector to private enterpnse, including 
even the urban corporate sector, is foolish 
It will not give desirable economic results 
and will aggravate social tensions 

It is disconcerting that there is still talk 
of a ‘two-track approach* to economic growth 
and social justice The idea of investment 
of capital especially foreign capital, to 
promote growth and modernisation of the 
economy and financial allocations for anti 
poverty programmes as the guiding principle 
of the government policy contradicts the 
concept of an integrated strategy for growth 
and equity It reflects the anxiety of cn 
trenched vested interests to side-track the 
conflict of interests in society, especially so 
when the deprived and the exploited are 
struggling for fair play and justice The two- 
track theory and the middle path rhetoric of 
politicians in power, inspired by this anxiety 
are a hoax It ts lacking in conviction and 
credibility more than e\ en the discredited 
tncklc-down theory 

There are only two ajltemative courses 
open at present to moderate, if not to 
overcome the crisis in the Indian economy 
and society One is to let private business 
enterpnse, Indian and forei gn have full and 
unfettered nght to exploit India’s natural 
resources and labour as we II as consumers 
and maximise returns on their investment 
a large part of which will be repatnated 
abroad This is the essence of the so called 
economic reforms launched in 1991 The 
other course is for the state to take the 
initiative in mobilising adequate resources 
and investing them in accordance with 
planned priorities and break the prolonged 
economic stagnation and push India s mixed 
economy back on the growth path The UF 
government has harsh choices to make Its 
common minimum programmes fails in 
particular m clearly and adequately defining 
the roles of capital intensive large industry, 
sir all industry and village handier afts When 
development planning was launch ed in India 
after gaming poll ical independence, an 
attempt, to start with, was made under what 
is known as the Mahalanobis model to 
establish a balance and meaningful linkages 
between scarce capital and abundant labour 


available in the economy It was proposed 
to develop a modem industrial structure 
for the production of capital goods and 
machinery Side by side, labour with its 
given skills and technologies already 
available to it was proposed to be mobilised 
for the production of the bulk of goods and 
services for current consumption of the mass 
of the people This was to be a dynamic 
model with planned changes in the 
proportions of capital and labour in the 
production process as it enlarged and 
accelerated This implied restrictions on the 
role of the private corporate sector both 
Indian and foreign, for the reason that its 
unplanned growth would divert scarce 
capital into socially wasteful channels for 
the satisfaction of the current consumption 
demand of the upper classes This is exactly 
what has happened, especially as planned 
economic development lost momentum and 
market oriented economic activity gained 
strength m official policy in the 1970s and 
1980s The liberalisation globalisation policy 
launched in 1991 has worsened the position 
and brought matters to a head for the mass 
of the Indian people The draft Plan 1978- 
83 prepared by the Planning Commission 
led by the late D T Lakdawala made a brave 
effort to revive the socially oriented labour- 
intensive, as against market oriented capital 
intensive economic growth But the fall of 
the Janata government frustrated this elfort 
too Big capital Indian and foreign resumed 
its bid to establish its overlordship over the 
economy after the return of Congress(l) to 
power in the 1980s and it became ruthless 
and brazen during the last five years The 
draft Plan, 1978 83 which never had a 
chance to be worked with its emphasis on 
removal of unemployment as the first deve¬ 
lopment priority still provides significant 
insights for a sound and sensible economic 
development policy The UF in drawing up 
its common minimum programme should 
have been guided by it rather than by the 
'reform cliches of IMF/World Bank 
combine 
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Housing Rights of Urban Poor 

Battle for Mumbai’s Streets 

Karin Kapadia 

Habitat //, currently going on in Istanbul , is debating the housing rights 
of the urban poor. Here are views of some of the poorest - Mumbai's 
pavement-dwellers. 


M ACH1NDR A W ANKH ADE was not there 
when I amved at the YUVA office at 1.30 
pm. He was a short, stocky man, a moustached 
Maharashtrian; he had told us that he himself 
lived in a slum and thus had a close 
understanding of Mumbai’s slum life. He 
had talked to us about YUVA’s work the 
previous day and had been willing when I 
had asked if I could go with him to speak 
to some of the people that he worked with. 
When he arrived he had to first report to the 
senior workers about what he'd been doing 
that morning. He explained that he had got 
delayed because he had to go to the police 
station to provide moral support for a slum 
dweller whose relative had - apparently 
unjustly - been arrested by the police. (The 
result of this event was not yet known.) We 
started off from the YUVA office, which 
was housed on the second floor in several 
rooms of an enormous, grimy school 
building, the Nare Park municipal school. 

Mumbai’s buildings are all grimy: their 
tired, sagging exteriors and sooty faces speak 
of citizens who are unable to afford the 
upkeep of their homes. This is hardly 
surprising, as property pnees in Mumbai 
were described, in a recent article in India 
Today , as the highest in the world. This 
amazing fact needs to be kept in mind in 
order to understand why many lower middle- 
class and even middle-class people in 
Mumbai live in what can only be described 
as slum-like conditions. And yet this city has 
a vibrancy and a dynamism that can make 
you forget how miserably most of its citizens 
live. But, above all, 1 was impressed by the 
marvellous dignity, good humour and 
courage of its citizens - and these citizens 
who so impressed me were its pavement- 
dwellers. 

In the following account the term the 
'Forty Lakhs Scheme’ recurs. This refers to 
the Maharashtra government’s recent 
proposal, announced in 1995. Effectively a 
repackaging of an earlier scheme trom 1991 
(see Rego 1995) in this ‘new’ Forty Lakhs 
(four millions) Scheme, 

the government plans to rehouse all the 

city’s slum and pavement dwellers in proper 

housing blocks within the next five years 

with the costs being borne neither by the 


beneficiaries or the government, but by the 
housing industry in return for some further 
concessions in the transferable Floor Space 
Index (FSI), i e, the ratio of the total 
permissible built up area to the total available 
land area on a particular plot. These 
concessions, it is hoped, will enable the 
builders to make enough money by 
constructing highly profitable housing units 
for the upper and middle classes to cross* 
subsidise the free houses for the urban poor 
[Rego 1995:8). 

In this account which is actually 
sympathetic to the poor, Rego makes the 
mistake of saying that 'free' housing is to 
be provided. Both the pavement-dwellers I 
met and the activists, noted that the housing 
(if it ever materialised) would not be free 
at all, because it would be built on land that 
belonged to the poor. Further, it was, 
apparently, not intended by the government 
that the scheme should include pavement- 
dwellers - their inclusion is currently being 
argued for by the latter and their activist 
supporters. And finally, Pcgo does not seem 
sufficiently aware of the razor-sharp irony 
inherent in his last sentence. Surely there is 
no need for anybody to ‘hope’ that the 
builders will be enabled to ’make enough 
money’ on this scheme. 11 one thing is 
absolutely certain (and, actually, nothing 
is) then it is that the builders arc going to 
make a very great deal of money on this 
scheme - which is precisely why the 
scheme was announced in the first place. 
The nexus between politicians and pro¬ 
perty developers is extremely close in 
Mumbai. As Noel D'Silva, activist and leader 
of the NGO JNN, put it, “The builders are 
the kingpins in Mumbai - they are its real 
rulers’’. 

Women on the Frontlinh 

Machindra had meant to be kind to this 
visitor and to take me just around the comer 
to the nearest footpath dwellers. They were 
at Shoopairpatti street area. However, when 
we reached the shacks and lean-tos and 
Machindra lifted a curtain in a doorway he 
found that being just after lunch, it was siesta 
time. So, politely, he refrained from 
disturbing them and we walked some way 
further, across several streets. 


Coming round a comer we found the 
Baradevi street pavement huts, on both sides 
of a long road. Two women were sitting at 
the head of the line of huts on our side of 
the road. We greeted them, they recognised 
Machindra with friendly smiles. I 
immediately went into journalist-mode, 
asking them what paid work they did. To 
my surprise the first woman said she does 
not do ‘outside’ work at all; her husband was 
a driver. She also had young children to look 
after. The other woman, in tom clothes, very 
bedraggled and missing a tooth, said (again, 
to my surprise) that she earned the family’s 
living by begging. She earned between Rs 
40-60 per day. Her husband was nearly 
blind: this was why they had left their village 
and come to Mumbai many years earlier. 
She insisted that we see her husband and 
called for him and a thin, aged and white- 
bearded man with very limited vision 
appeared. Later 1 was to learn that even this 
family of beggars contributed regularly to 
the savings fund that YU V A had established 
among the women - Rs 50 every month. 

From here Machindra marched us down 
to a latge hut that revealed itself to be 
remarkably prosperous when we entered it. 
A film was playing on the large TV and there 
was an impressive array of kitchen utensils 
gleaming on the shelves. This household 
was thus far wealthier than the average 
scheduled caste home that I had seen in 
Aruloor, my research village in rural Tamil 
Nadu | Kapadia 1995J. A bespectacled, white- 
haired man was introduced as the owner, 
Shyamrao, while the pleasant, older woman 
who immediately engaged me in friendly 
conversation was his wife, Lalitabai. Next 
to Lalitabai ^at a younger woman (a 
neighbour who had lost her husband and 
who was responsible for supporting her two 
children). From Lalitabai’s animated 
conveisation it emerged that most of the 
women in the street worked as domestic 
servants. But the men often contributed 
nothing even if they worked because they 
spent their money on drink - “they drink- 
alcohol !*’ (“darupeetay hail ”). Thus primary 
responsibility for supporting the household 
fell on women in the majority of households 
- a remarkable statement that, even more 
remarkably, was to be repeated by women 
in both the other streets we visited. Men 
washed taxis - Rs 10 a wash - and some 
men went for construction work. Some 
women went for construction work too. 

The extraordinary finding of these street 
visits was now to emerge, in the context of 
the remarkable courage this street had shown 
when the police had come to tear down their 
homes and take their belongings away. The 
event had occurred two months earlier, in 
December 1995. When the police lorry 
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arrived, the women of the street had 
astonished the police by courting arrest 
Almost every woman in the street, taking 
her children along with her, had jumped into 
the police lorry and had dared the police to 
arrest them and take them away The police 
did so Meanwhile someone had run to the 
YUV A office to tell them what had happened 
When they reached the police station, 
Lalitabai said ‘We shouted and screamed 
and made as much noise as we could We 
cursed the policemen and we deliberately 
beat our children to make them howl We 
kept this up a long time And then, later, we 
demanded that we be fed So the police gave 
in and gave us a vadai and a bun and a drink 
And thereafter, by 5 30 p m they let us go f ” 

Hie event was viewed as a major triumph 
tor the street - not only lor the convincing 
way in which the women had faced down 
the police threai but also tor the solidarity 
that they had shown with each other No 
woman had stopped to gather up or safeguard 
her belongings no woman had run away 
1 nstead abandomng everythi ng they owned, 
they had acted together And not a man m 
sight This then, was my most remarkable 
tinding - that in the battle that is now 
emerging on the streets it is the women who 
are on the lronthne It is pooi women not 
poor men who aie leading the struggle for 
their housing rights on Mumbai s pavements, 
just as it is women who are the main 
breadwinners (according to what 1 was told) 
m the majority of homes This has crucial 
implications tor any organisation that wants 
to assist Mumbai s pavement dwellers in 
securing their rights 

L alitabu] emphasised that theirs was a just 
struggle ‘We have lived here tor many 
years most of us for more than 15 years 
We have ration cards and our names are on 
tht voting lists We have a right to this 
giound The slum dwellers have been 
promised housing in the Forty Lakhs Scheme 
but we have been promised nothing though 
we have the same, legitimate rights We are 
saying we will not move Irani here until we 
have been given land and a house - the same 
as the slum people And not housing miles 
away tram here in the |ungle outside Mumbai 
No, whai use would that be to us 1 We need 
housing near here so that we c an continue 
to work in our jobs There is no meaning 
in promising to give us housing if our jobs 
are lost ’ 

Here this remarkably articulate ‘pavement’ 
woman was saying exactly what I had heard 
in the preceding days from leading Mumbai 
activists They too had stated emphatically, 
that the right to ‘housing* must be understood 
to include the right to continued employment 
and to continued schooling tor the children 
of the people who were moved (This had 


been the centra) concern of people at the 
slum that was being so brutally destroyed 
near Pragati Kendra, that we had visited 
earlier that day) 

Kausalaibai, YUV A s sole female street 
worker for these streets, had been sitting in 
this hut when we arrived She provided 
strong confirmation of the claim that it was 
women who, in the main, supported the 
pavement families with their earnings She 
also, with considerable pnde, asked Lalitabai 
to bring out the savings account pass-book 
of the women s group (‘Mahila Mandat’) 
that had been formed in the area The group 
had 32 women members, from 32 
households Each had contnbuted Rs 50 
every month, more or less regularly, for 
about a year or so that now the account had 
justoverRs 15,000 in it ‘We intend to make 
loans available to any woman who has an 
emergency In a financial crisis she can 
borrow from this amount” Later both 
Machindra and Kausalaibai noted that it was 
the people - especially the women - in 
Baradevi who have shown the greatest 
willingness to co-operate so far The fact that 
they had by far the largest bank account 
was a further sign of the growing solidarity 
among them This solidarity had stood the 
test in the police raid in December 1995 

Machindra also pointed out that resistance 
to the police and lo the bulldozers of Mumbai 
municipality was nothing new for the people 
YUV A worked with ‘ We have lain down 
in front of the bulldozers to stop them lots 
of times When the people show courage, 
the police and the municipality have to 
rethink I don i think they’ll be back to 
Baradevi in a hurry But they continue to 
intimidate and harass people all the time, 
constantly threatening lo evict them * And 
this came through very clearly in the next 
two streets we visited 

Tai i of Wot 

The approach to the Savitn Jyoti Phule 
area was through a charming old-town type 
maze of narrow cemented streets flowing 
between doorways overflowing with children 
- and a large frangipani tree bursting with 
white blossom in the middle of one of these 
narrow alleys Welefttheglonous tree behind 
us, turning into another winding street, this 
time with the pavement covered with large 
pale yellow baskets newly woven out of 
bamboc Many women and a few men sat 
weaving yet more baskets, the finished 
products piled up behind them 

Once again f nendlv greetings to Machindra 
and Kausalaibai, but a tale of woe regarding 
the baskets The mam speaker, Rama, was 
a well-built man with a beard He told us 
that the basket-weavers long settled on these 


pavements of Bombay, had come from 
Karnataka long ago (‘'Generations ago 1 ” he 
claimed) Basket-weaving was their sole 
occupation, neither women nor men went 
for any other kind of work, he said They 
had done fairly well with a steady demand 
for their large, strong baskets from Mumbai’s 
huge fish trade But now (due to the 
government s suicidal policy of allowing 
large trawlers to take away fishing from 
small fishermen) lish were processed on 
the trawlers and Mumbai s fishermen who 
were largely out of work had little need for 
the baskets This disastrous fall in demand 
was recent, and still no alternative source 
of demand for their baskets was in sight he 
said I suggested that they could weave 
smaller baskets - there was a huge demand 
for handicraft baskets abroad Machindra 
assented, this was something that YUVA 
was looking into clearly these people had 
a traditional skill that should not be lost but 
turned to a new product 
Some months earlier the police had tom 
down their houses The people had fled 
rescuing what they could of their belongings 
And then when the police drove away they 
had returned and built their homes again 
Machindra had pointed out to me when we 
were on our way here, that the baskc*-weavers 
did not show the same solidarity as the 
people of Baradevi When confronted by the 
police, the women and men had not stood 
together but had immediately set about saving 
their baskets which would otherwise have 
been carried off by the police Each basket 
sold at Rs 50 They had also tried to save 
their household utensils and other 
belongings Machindra said ‘ We can only 
move when they move at their pace If they 
are not ready to stand up against the police 
we can t ask them to In lact there has been 
little co operation amongst them here as yet, 
not even the women s savings group has 
started though we vc been visiting here for 
just as long as at Baradevi 
Remarkably despite these significant 
differences one fact was the same I asked 
it what we had heard about women 
breadwinners in Baradevi was true here A 
thin pretty woman called Seemabai spoke 
up vigorously asserting the truth ol this She 
said ‘ The men here spend their money on 
drink - and he is the one who drinks the 
most of all r Here she was smilingly accusing 
the bearded man who had been the thiel 
speaker Shecontinucd ‘Ask his wife'She II 
tell you’’ The bearded man made a discreet 
exit, melting away into the crowd with a 
discomfited smile but his wife Sitabai just 
laughed and smiled sweetly The crowd - 
halt male - grinned and laughed too 
apparently nobody minded the speaking ot 
an everyday truth 
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1 asked Seemabai if it was true that when 
the police came no one had resisted but 
everyone had individually sought to save 
their own property. She responded, with a 
touch of embarrassment, “Yes, it is true, but 
what are we to do? If we don't run away 
with our goods the police will take them 
away. Wc have to save our goods". By 
'goods’ C&aamaan’) she meant not only the 
baskets, she clarified, but also household 
goods. 

From here Kausalaibai, Machindra and I 
walked a bit further to another nearby street, 
Sangarsh Vasadh, where there were also 
Kannada basket-weavers (from Karnataka) 
as well as 'native' Maharashtrians. 

Conflict within P(x>r 

In the Sangarsh Vasadh street area there 
is thus a mix of the two populations 
encountered in the first two streets, for that 
of Baradevi is solely Maharashtrian by origin, 
while that of Savitri Jyoti Phule is Kannada 
from Karnataka. 

Here Machindra and Kausalaibai walked 
past the Kannada basket-weavers, women 
and men, and stopped only at the end of the 
street, where a Maharashtrian family lived. 
Immediately a metal cot was brought and 
a reed mat placed on it for us to sit on, a 
gesture that mirrored exactly the first act of 
hospitality in rural India. The only diff erence 
was that there one had a quiet village street 
in front of one: here cars and vans whizzed 
by on the busy city road. 

Wc sat down, joined by an impressive 
older woman. Shantabai had a natural dignity: 
she sat next to me on the cot and chatted 
easily, utterly unfazed by the foreign visitor. 
Tea was immediately sent for. Shantabai 
explained that she did not go for work, her 
daughter did. This daughter, Preetibai, was 
an energetic young woman, dressed in a 
salwar-kameez (most women wore saris). 
Most women from the street worked as 
domestic servants, some men did 
construction work (these comments 
apparently related to the Maharashtrian 
segment of population). And yes, here too 
women often were the main breadwinners 
of the family. 

The most intriguing comment from 
Shantabai was that the slums on both sides 
of the street resented the pavement dwellers 
and were therefore unlikely to engage in any 
solidarity struggle together with them. "They 
don't want us to get any part of the Forty 
Lakhs Scheme - and they say we have no 
right to this place though we have been here 
just as long as them.* 1 And, of course, 
Shantabai's pavement neighbours also had 
ration cards and their names on voting lists 
-so they fulfilled all the 'legal' requirements 


for housing too. Why did the slum people 
want them out then? Machindra explained: 
"Everyone knows that the government has 
been asked to include the pavement dwellers 
in the scheme though the government hasn't 
responded as yet. These slum people actually 
want to come and occupy these plots 
themselves because they hope to get not only 
the compensation they arc entitled to for 
their homes, but also to get more housing 
by occupying these pavement homes as well. 
That's really why they want these people out 
of here, because they want to move in here! 
It's all quite devious." 

The people in the street were regularly 
harassed by the police, constantly threatened 
with eviction. Shantabai said, "They were 
here again early this morning. If we were 
not alert they would simply come and take 
all our belongings away. But we will fight 
them. We know this is a just fight. They 
claim they are enforcing the law, but we 
have been told and we know that these laws 
are wrong. It is right to resist them." This 
was pure Gandhi, from this aged, quietly 
confident woman. They knew from YUVA 
that they had a right to their space on the 
pavements, they also knew, Shantabai *s 
demeanour implied, that their human dignity 
entitled them to justice, though it might be 
far away. She opened a metal box and laid 
two fresh betel leaves on it and pushed it 
across to Machindra. He used a pair of metal 
cutters to chop up the areca nuts, placed 
them in the betel leaves and chewed 
contentedly. Shantabai chewed betel-nut as 
well, while I pondered my unexpected 
discovery of a Gandhi of the streets, right 
here in this calm and dignified 'pavement' 
woman. 

The women’s savings scheme had been 
going tor four months here, with only seven 
members though. It had collected almost 
Rs 1,500. (My guess is that the Kannada 
women did not participate in the scheme but 
I did not gel around to asking about this.) 
Machindra and Kausalaibai felt that co¬ 
operation was increasing on this street but 
still lagged behind the level seen in Baradevi. 
Here too, as in Baradevi, there were plans 
to start a non-forma) school for children, a 
creche (balwadi) for the children of working 
mothers and a night-school to teach women 
literacy. The plans came - as in Baradevi 
- from the pavement women themselves. 
"Unless they want it we don't do it. If they 
want it, we try to help them get it," said 
Machindra. No such plans had been voiced 
as yet in Savitri Jyoti Phule, though. 

A few children go to school in all three 
streets (I have no statistics on this important 
question, however). We were told that a 
central reason why kids don't go to school 
was because they did domestic work; this 


was, of course, fur more the case for girls 
than for boys. What was most important, 
though, was the fact that in two of the three 
streets there was a desire - apparently strong 
- from the people themselves, especially the 
women, for literacy for themselves and 
education for their children. These strong 
aspirations are, surely, the beginning: they 
make everything possible thereafter, despite 
the enormous obstacles of poverty, an 
unhealthy physical environment, a hostile 
government and a hostile police force. 

But individual aspirations for a better life 
for their children are not enough - if there 
is not recognition of the absolute need to 
join together in this fight, nothing can be 
done. Without solidarity among themselves 
and, thereafter, with the slum people, nothing 
can be achieved. For everybody is against 
them - the state, the police, the wealthy and 
the powerful. Only a few activists and a few 
citizens of good will recognise the injustice 
being done to Mumbai's poorest citizens in 
the name of the city's development. 

Without solidarity the fight is lost - and 
that is why, where we saw the glimmerings 
of both hope and confidence among the 
pavement dwellers, we had seen absolute 
despair and helplessness earlier that same 
day. This had been among slum dwellers in 
another part of the city, where YUVA did 
not work. The slums were near a Catholic 
mission run NGO office, called Pragati 
Kendra. 

Bulldozers at Work 

Sister Irene, a catholic nun from Kerala, 
was remarkably pretty; she was also well- 
informed about the situation of the people 
in the slums around her NGO, Pragati Kendra, 
in Worli. She told us how difficult it was 
to get all the papers that allowed evicted 
slum people to finally acquire the plots of 
land granted to them by the municipality on 
Mumbai' s outskirts. It had taken, on average, 
a whole year to get these papers released 
because every junior official in local 
government wanted his bribe. She described 
how a senior official had confessed that he 
was utterly helpless: he knew about the 
demands made by his subordinate staff but 
he could do nothing to control them. Sister 
Irene told us she had had to run up and down 
between government off ces the whole year: 
the strains and tensions generated by this 
bureaucratic process of attrition were great. 

Even when people finally did get their 
little bits of land, many of them promptly 
sold the land because it was so far away from 
where they had lived that it was impossible 
to travel to work every day. The cost of 
travel to the new place was in several cases 
greater than the person's earnings. This was 
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why both her NGO and others strongly 
asserted that housing without employment 
was worthless if the new housing meant that 
people lost their existing employment then 
given the scarcity ot work on Mumbai s out¬ 
skirts, it was obvious that people would sell 
their land and move nght back into other slums 
This wc learnt was already going on m 
the slum near the Pragau Kendra olficc We 
were taken to the slum by an extension 
worker Vithal The slum started nghr outside 
the compound wall - it had existed for many 
years, hut had been a slum in dissolution 
since 1993 This was because it had been 
built decades earlier on and around 
enormous sewage pipes ( gutter-pipes ) in 
a low lying area In 1993 during a pouring 
monsoon oneot these giant pipes had cracked 
in the middle ot the night the area was 
immediately flooded and one poor man had 
died a terrible death trapped by the wrec kage 
despite an effort over several hours to rescue 
him I hirty families were rendered homeless 
ind had to be housed h> Pragati Kendra in 
the municipal school The municipality used 
this event is its excuse to declare the entire 
aua unsafe It thus legitimised Us long 
standing desire to gel the slum dwellers oft 
lilt land in order to redevelop it lor a major 
roid nr so the municipality chimed ll 
bcean bulldozing houses and by April 1995 
all (he permanent homes had been 
demolislu d The people were promised plots 
of land on which they would have to build 
ihur home s at their own expense but these 
would be very tar away A few people who 
had been moved away had been given these 
plot > - but (heie nobody wanted to be very 
specific) some ot them - perhaps most of 
ihcm had sold their plots and returned in 
order to be near their jobs and their ehildten s 
schools 

Iherc had been a tot il of 5 (XX) families 
m the area As yet only 200 families had 
been given land at Oshiwara in Jogeshwari 
But >aid ^lstei hcnc the hnd they have 
been given is a (rubbish) dumping ground 
so 1 (X) families have come back She noted 
that there were several icasons why it was 
unjustifiable to expect the people to accept 
the kmdot I and that was given firstly, ‘there 
is a terrible health hazard because the people 
arc made to live on a dumping ground' 
secondly, the area is marshy land with a 
creek so there ate chances ot malaria’, thirdly 
the infrastructure is not thei e nothing had 
been provided no sewage pipes no water 
pipes no electricity Inetieel the claim that 
people were being provided with 
compensation was a mere deceit 
Despite its present foul appearance, the 
slum had been more habitable earlier and 
though it had some very poor people it also 
included some employed people earning 


comparatively ‘high’ wages-high m relation 
to those of others - of around Rs 1,500 and 
even Rs 2 000 per month 
The scene was one of great disorder, at 
the moment we entered the slum, because 
there was actually a bulldozer smashing 
down ‘temporary (recently built) houses, 
while people stood and watched This was 
happening in the htoad belt of low-lying 
land where the people s ‘permanent’ houses 
had once stood All the original houses in 
this area had been bulldozed and the people 
had rebuilt new temporary homes of thatch 
along the high banks on either side of the 
area We crossed the low-lying area, much 
of which was now a stagnant pond, gingerly 
side stepping the piles of refuse Walking 
up the opposite bank we reached the middle 
of d row of houses their thatch still fairly 
new and yellow biown as they had existed 
tor only a year We squatted by a woman 
who was husking millets in front ot her 
home I was teady for a hostile reception, 
but in fact wc wcic quickly surrounded by 
both women and men eager to talk and tell 
us how bad thi lgs were 
What emerged was a complex story most 
striking about it was the lack of interest in 
any co operation orso'idanty even though 
they weie being so dismally vanquished on 
all fronts The central complaint was of 
outrageous injustice people who had been 
mi the dica for over 15 years and who could 
prozc it who had ration cards and their 
names on the voting lists had had thcr 
homes bulldozed and had received no 
compensation (it was claimed) They had 
been fobbed oft with the \ ague promise that 
they would receive land to build on in some 
distant corner in due course but nothing 
had materialised Now they had nothing 
their houses had been razed to the ground 
and they were living in temporary shacks 
on the banks but the municipality had 
threatened that everyone would be moved 
out of the area within two months 
We heard that this two month reprieve 
had been granted because the tenth standard 
examinations (major school leaving 
examinations) were to take place in a week s 
time and that parent had pleaded that their 
graduating children be allowed to study in 
peace (in then tempoiary shacks 1 ) before 
their examinations But we also heard, as we 
left an authoritative rumour that all the 
shacks were to be pulled down the very next 
day and everyone physically evicted from 
the area 1 hoped this was not true for the 
sake of one woiran the mother of a tenth 
standard child who spoke eloquently of 
how difficult it was tor her child to study 
under these circumstances It is most 
significant that there were chiidren studying 
for the tenth standard examination in the 


slum- this indicates a remarkably high level 
of educational attainment The same woman 
shrewdly pointed out the irony the same 
government that talked about the great impor¬ 
tance of bringing education to the poor, was 
busily destroying the life-chances of those 
children who had made it to 10th grade 

In our conversation with the people it was 
difficult to understand why there was no 
attempt at a united front It was only on our 
way back that Vithal explained that this lack 
of unity was probably due to the fact that 
these people in fact did not share the same 
interests Some of them had already received 
their land-compensation, others had not 
Those who had not were the most aggrieved, 
but they still hoped they would benefit from 
the Forty Lakhs Scheme and were therefore 
not willing to resist the demolitions One 
man, with a baby boy on his arm, who talked 
to us for a long while, explained that he was 
one of those who had received a plot on 
which he said, he had built a hut But he 
and his family did not live in it because it 
was too far away from his work that was 
why they had come back He did not know 
how they would live if they were evicted 
from the area He vaguely claimed that a co¬ 
operative ot sorts had existed but had been 
ineffective This is unlikely according to 
Sistci Irene it was precisely because the 
people in this slum did not join together to 
form a co operative and become a 
recognised slum that they had made 
themselves so vulnerable 

She said. After the municipality declared 
that the area was ‘dangerous* (in 1993) we 
told the people that if they wanted to stay 
on here they would have to fight to do so 
But they were not willing to fight Because 
the Fort> Lakhs Scheme was announced 
people hoped that they could come back 
here But by April 1995 all their homes had 
been demolished 

The new settlements (on garbage dumps 1 ) 
are called transit areas even though the 
land - such as it is malarial and composed 
of land fill garbage - is supposed to belong 
to the evicted persons Sharply aware that 
the government, which is alwa>s hand-m 
glove with the developers is likely to retrieve 
this land if its value rises NGOs including 
Pragati Kendra are warning people that only 
by organising can they register a claim to 
their land and survive Sister Irene said, “At 
Oshivaram (a ‘transit area ) we are trying 
to form societies This is the major issue in 
Mumbai today We are telling people to 
form co-operative societies immediately in 
all the areas to save them from being moved’ 

But she added a most alarming footnote 
here NGOs that are providing new housing 
for the evicted people in the so-called transit 
areas are having to use asbestos roofing for 
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these houses This is because they can’t 
afford i orrugaled iron sheeting The health 
risks here (from asbestosis) would seem to 
be unacceptably high raising the question 
of whcthci some other malenal could be 
used 

Finally on the issue ot how pool families 
survive Sistei licnc had news tor us - the 
same news that wt were to get in every one 
of the thito pavement streets latei that day 
She said It is women who arc supporting 
the families The men drink and spend most 
ot then earnings on dunk The major 
problems aie poverty and lack of woik and 
low pay In probably (>0 per tent of 
households women are the main earners In 
the other 40 per tent the husbands woik in 
the nulls as unskilled workers preparing 
dyes or as pc ons Only 10 per tent of people 
in tins slum are skilled workers She noted 
that even ol the families who had been given 
land elsewhere most families tiy to stay 
heic in other accomodation because their 
work is here - and it they gel Rs 600 per 
month they tan t attoid to travel to work 
- it would cost around Rs 12 per pci son per 
day lhey get Rs 6(X) foi domestic woik 


because mainly it is women who are 
supporting families ” At another point Sister 
Irene also commented on culture and gender 
hierarchy The husband is still supposed to 
he regarded as a god - women are still 
oppressed * Heic she was interrupted by the 
priest who runs the NGO with her so l was 
not able to take this mtciesting remark further 
What the above field visits suggest is that 
the right to housing in its widest sense - 
including the light to work and the right to 
education - is the greatest need of the urban 
poor As Farida l ambay (vice principal ol 
Mumbai s leading school of social work) 
later put it Everything else cvcnedutution 
and |obs is secondary because if you live 
in fcai ol eviction every day you are utterly 
vulncnblc Fust people must have secure 
housing then* liter they too will he able to 
ckmind then other tights 
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MAHARASHTRA 

Attempt to Disrupt Communal Harmony 

PR Ram 
Asad Bin Saif 


Plates of worship of Muslims and Hindus have existed together and this 
should he taken as the ' umfxim* cement of society , the Sim Sena s 
recent attempts to change the status of existing common ot adjoining 
plates of worship is to he discouraged 


ON April 29 the day ol Hakn id a group 
of Shiv Sainiks undet the leadership ot the 
l'hanc Shiv Sena (SS) chiJ Anand Dighc 
courted ancst while breaking ihe police 
cordon to force their entry into the Durga 
temple adjacent to Idgah inaidan in Kalyan 
A few weeks bclorc an attempt was made 
to t nnvert the Hap Mai ingdatgah into a Hindu 
plate ot worship also under the leadership 
ot Dighc Both these attempts by the Sluv 
Sena hegemomsc the local cultural milieu 
On the day ot Baku id neail\ 10 (XX) to 
SO 000 Muslims had assembled at the Idgah 
maidan of Duigadi fort which is situated 
m the noith cast of Kalyan Adjacent to this 
mndan is i Duiga temple where the Shiv 
S nmks attempt to offer prayeis precisely at 
the tunc of theldnamaa/ twiccavcai This 
disiuptivc aciml) was initiated by Dighe 
nearly 10 ycais ago His contention is that 
since thev have the right to offei puja at the 


temple why should il not be done when the 
Id n itnaa/ is going on 
This area has been under the iuIc initially 
of a Moghul suhedar then tht Mar ithas and 
latei tht British Accoiding to the local 
Gcutiim the M) ft high mound neat the 
Durgadi foit has a long history - initially 
there was a Musalman tomb a prayer place 
and other buildings around the tomb I he 
exact history ot Durgadi tort is not known 
Ihe wall above the mound looks like an 
Idgah wall Under Maialha rule a small 
wooden temple ol Durgadcvi was built and 
they converted the mosque into RamajTs 
temple At present on the mound one can 
see only an Idgah wall and the Durga temple 
The temple was renovated in 1974 by the 
Kalyan municipality which had posted a 
watc liman at the temple The ai ea is surround¬ 
ed by Dudh naka, Chowdhaiy mohalla and 
Ren bundur All these have large Muslim 


populations, of two to three lakhs, who are 
primarily engaged in trade - of milk, sand 
- and are in the transport business Over a 
period ol time they have acquired some 
financial security 

The Durga temple is frequented by few 
visitors During the Navarain festival and 
Shiv Jayanti there aic well attended festivals 
which go on uninterrupted Since Dighe 
started his otfensive campaign the matter 
was taken to the court In its interim order 
the court has asked for the status quo to be 
maintained that is Muslims should continue 
to otter Id prayers and Hindus can continue 
to use the Durga temple Ihe conflicting 
claims of both the communities are quite 
complex According to Sena activists the 
place is a Duiga temple while the nearby 
wall is a sccmolhnghin wall (a wall at the 
end of a village used foi martial exercises) 

I he leaders of thr Muslim community c laim 
that the place was original Is a dargah and 
an Idgah maidan 

In a sot id) with multiple ancestries theic 
must have t iken place multiplec nnstmc lions 
of places of woixhip lhi best interest of 
society is served by Idling people continue 
pursuing tluu tilths ind practices without 
hdinung or distuthingtlu others The attempt 
of Shiv Sainikstooflcr the prayers precisely 
at the time when Id prayers arc going on 
(only twice a year foi at the most an hour 
each) is a definite idol instigation More 
so bee iuse the Navaiatn ind Shiv fayanli 
festivals go on it the same place without any 
disturbance 

Ihe Shiv Sc nasu ms to bousing its present 
clout to intensify its control over cultural sym 
hols It is not i coincidence that m the same 
aie illicit ire ongoing attempts to convut 
Hap Malang into a Hindu place ot worship 
According to the loc il Muslim population, 
Dighe s speeches are full of derogatory 
icmarks about the Muslim community who 
have constantly been advised lestratnl by 
their leaders They also fcai that then 
moderate piospenty in tiadc may be a reason 
for the Shiv Sena s offensive postures 

As of today the picsence of the Idgah and 
the Durga temple ate a tact which needs to 
be respeetd by the Shiv Sena A spirit of 
accommodation is called f >r to prevent the 
conflagration ol communal riots, the onus 
ol which definitely lies with the Shiv Sena 
which as a mattci of regulat pt acticc attempts 
to instigate communal trouble in its area 
Also it is time that we bury such non-issues 
and concentiate more on the genuine 
problems of society Places of worship of 
the two communities often exist together 
and this should be taken as a unifying 
cement’ of society, rather than letting them 
be used by communal outfits to promote 
then social and political power 


1440 


Economic and Political Weekly June 15, 199 1 



Human Rights and Criminal 
Justice Functionaries 

H Suresh 

There is an urgent need to sensitive the criminal justice personnel on 
the issue of human rights if scores of UN declarations , Supreme Court 
verdicts , and reports of national and international human rights 
agencies are to he made enforceable 


HiP otherday R D Tyagi, the commissioner 
of police Mumbai, made a statement that 
he tequires harshci laws t( toniro 1 crime 
and law and order situation 
Wlial does harsher law mean 7 Does that 
mean harsher sentence 'Instead of h\e years 
it should be 10 years' And so on 7 But a 
sentence is imposed at the end of the trial 
while the trial may have lasted lor a longer 
period How does harsher sentence solve his 
present piohlem 4 vcnothcrwisc any theory 
ol imposition ot harsher sentence has never 
convuued anyone that harsher the 
punithincnt the lowci the crime rale 
Qrdoes hai slier means erne I punishment 7 
Such as cuttimr ol limbs b'inding one \ 
iH*'* etc 7 1 am sure I yagi and ol his ilk are 
civilised enough to rule out such barbanc 
inhuman mtlhods ot punishment So when 
he speaks ot haishu T aw he must nei ess inly 
be recalling the harsher law the TADA - 
where bail can be denied and contcsssions 
can he forcibly cxliacted 
There is a general I eel mg amongst the 
police and the administration that the oidinary 
laws arc not adequate to control the existing 
situation m the country In this they tefei 
to spread ol miht mev and terrorism m some 
parts of the country T hey also point out that 
there has been an increase in violent oi ganised 
c nine all over the counliv Gangwars kidnap 
pinglonansom extortion etc have become 
a regular tenure m many congested uiban 
areas The police also believe that the courts 
are either liberal or callous m punishing oi 
granting bail to the criminals They think 
that there is no sue h (hingas judicial appraisal 
or punishment m the land 
In Kat tar ungh \/s State of Punjab (1994) 
the Supreme Couit also took the same view 
that the existing law has tailed due to lack 
of understanding and effectiveness It said 
where all traditional law enlorcemcnt 
institutions are under suspicious scrutiny, 
only rational application of the function ot 
law and thorough understanding ol its 
complexities and limitations can protect the 
integrity and survival ot legal order But it 
is ccrtainls true that the problem has received 
new intensity and a new range as the law 
extends and variegates the range ot its 
concerns and application and as the interests 


and modes of articulation of those ministering 
to the law become more and more specialised 
and lechntr al 

Coming from the Supreme Court these 
words sound strange Why should the 
traditional law enforcement agencies he 
under suspicious scrutiny' 7 Why should 
there be any suspicion at all' Is it because 
ol the law or is it because of the persons 
who enforce the law' II those persons who 
enloite the law are suspect in the eye ol law 
how could anyone entrust them with the 
rational applications ot the functions ot 
law How do these very persons become 
more specialised and tec hnical ’ in what 
in enforcing 1 ADA 7 

POIICI \NI) Hi M\N RHiHTS 

TADA was a harsh law But was it a 
raMonal law 7 Just because the law is harsh 
docs it require anv specialised or technical 
skill in onioning the law 7 To think that only 
a draconian law can protect the integrity 
and suivival of a legal order is to betray 
lack ol faith in the Rule ol l aw The harsher 
the law the gieater is the threat to liberty 
and human dignity Power corrupts and 
absolute power corrupts absolutely is a 
dictum which could not have been ignored 
I he Supieme Couii itscll says in anothci 
passage that the law must serve as the 
measuic ol a society s balance ol older and 
compassion and instrumc mot social welfare 
rooted in human rights liberty and dignity 
The TADA act was the very antithesis ol 
this principle 

Ordinarily the police as investigators work 
on suspicion They believe that the person 
they have caught is the right person But 
whai is torgotten is th it they have no right 
to judge The police when faced with 
difficulties, argue that it is impossible to 
tackle criminals unltss the usual safeguards 
are relaxed for a period ol time and they are 
allowed to assume the role ol judge and jury 
1ADA law was just this It enabled the 
police to extinct cor Icssions not only from 
the concerned accused hut also lrom other 
accused For the purpose of extracting 
confessions torture became the legitimate 
method which could be resorted to with 
impunity 


According to Amnesty International’s 
report on India ( Torture , Rape and Deaths 
in Custods brought out in March 1992) 
“tortuie is pervasive and a daily routine m 
every one of India's 25 states, irrespective 
ot whether arrests are made by the police, 
the pai a military forces or the army It happens 
regardless of the political persuasion of the 
party in power Many hundreds, if not 
thousands, have died because of torture 
during the last decade ” 

The Supreme Court itself knows (in the 
above case) that “Whatever may be said tor 
and against the submission with regard to 
the admi ssibi 1 ity of a confession made before 
a police officer, wc cannot avoid but saying 
that we - with the years of experience both 
at the Bar and on the Bench - have frequently 
dealt with cases of atrocity and brutality 
pi actised by some overzealous police officers 
resorting to inhuman, barbaric, archaic and 
drastic method of treating the suspects, m 
their anxiety to collect evidence by hook or 
crook and wrenching a decision in their 
fas our Wt remorsefully like to state that on 
few occasions even custodial deaths caused 
during interrogation are brought to our notice 
Wc are very much distressed and deeply 
concerned about the oppressive behaviour 
and the most degrading and despicable 
practice adopted by some of the police 
ot ficer s even though no general and sweeping 
condemnation can be made' 

What happened in the recent bomb blast 
case in Mumbai was that torturc-mDieted 
went a degree further We have had details 
ol how the police had summoned mothers, 
wives sisters daughters brothers other 
relatives neighbours and friends of the 
suspects and detained them without the 
authority ol law tor days together During 
this period men were forced to confess their 
relations with women while women were 
made to suflei shameless humiliations before 
their men folk and vice versa all for the 
put pose ot getting signatures on blank papers 
and to gel information ot the persons whose 
whereabouts ucrc not known to the police 
Some of these items had appeared in the 
press Some had been investigated by groups 
like / s/ia/u Hakk S anghatana Amnesty 
International in its memorandum dated 
January 5-15, 1994 after considering the 
evidence ‘including the acknowledgements 
of senior police officials" states that such 
serious forms of torture did occur in Mumbai 
There is no law which permits torture 
Under Article 20(5) of the Constitution of 
India “no person accused of an offence shall 
be compelled to be a witness against himself 
Besides, both under the fcvidence Act and 
the Code ot Cnniin il Procedure a statement 
made by the accused to the police is not 
admissible as evidence It is unfortunate that 
TADA was upheld despite these sound 
constitutional and legal principles However 
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the Supreme Court itself felt that there should 
be certain guidelines which the court set out 
as under: 

(1) The confession should be recorded in 
a free atmosphere, in the same language 
in which the person is examined; 

(2) The confessional statements should be 
sent to the magistrate without delay; 

(3) The magistrate should record the 
statement of the accused when produced 
before him. and if necessary should be 
sent for medical examination; and 

(4) The accused should be given a statutory 
warning that he is not bound to make 
a confession... and if he asserts his right 
to silence, the police officer must respect 
his right. 

Needless to say f these guidelines would 
remain illusory, particularly when ‘over- 
zealous* police officers are inclined to resort 
to ‘inhuman, barbaric, archaic and drastic 
methods’ to extract confessions. Could it be 
said that after the bomb blasts, there was a 
free atmosphere in the police stations when 
there was no free atmosphere in the city 
itself? Even otherwise, could anyone who 
has visited any police station, particularly 
when any grave offence is being investigated, 
ever presume that there could be a free 
atmosphere at the police station? Can an 
accused escape irnm harsh treatment by 
stating that he is “asserting his right to alcnce, 
and is not bound to make a confession”? 

The Supreme Court thinks that an im¬ 
mediate report to the magistrates will solve 
the problem. It is a known fact that many 
of the magistrates treat the matter in a routine 
fashion without any deep concern for the 
physical condition of the accused. The 
pamphlet mentions that on April 18,1993,the 
learned judge from the TADA court visited 
the Mahim police station where he was 
shocked to see an accused, Manzoor Syed 
Ahmed, in a horrible condition, badly mauled 
and battered, with his body drenched in 
blood. The learned judge, after hearing him, 
directed the police to provide him with 
appropriate medical treatment. But did he 
take any steps against the officer who had 
beaten up the accused? 

Article 5 of the universal declaration of 
human rights says: “No one shall be subjected 
to torture, or to cruel, inhuman or degrading 
ticatment or punishment”. Later, this has 
been incorporated in the International 
Covenant on Civil and Political Rights 
(Article 7). India ratified this covenant in 
1979, and therefore the right not to be tortured 
cannot be derogated by any law or by any 
practice. On June 23, 1979 the government 
of India deposited with the United Nations 
a unilateral declaration against torture, in 
which the government stated it would 
comply with the rules for the prohibition 
of torture laid down in the declaration on 
the protection of all persons from being 


subjected to torture and other forms of cruel 
inhuman or degrading treatment, or punish¬ 
ment and implement its provisions through 
legislative and other effective measures. 
However, the government slated that it 
reserved the right not to pay compensation 
to victims of torture. What is Significant is 
that India took repeated initiatives urging 
other member states of the United Nations 
to make such a declaration on tortures, which 
its representative to the UN described in 
1979 as “a commitment by a government 
on behalf of its citizens” and “a guarantee 
tor these citizens which they could claim 
whenever their rights were threatened”. 

On December 10, 1984 the UN general 
assembly adopted a ‘Convention against 
Torture and Other Cruel Inhuman or Degra¬ 
ding Treatment or Punishment’ India has 
not yet ratified this convention, though our 
own National Human Rights Commission 
(NHRC) which is the statutory body, has 
urged the government to adopt the same. 
Article 2 of this convention says that each 
stale party shall take effective legislative, 
administrative, judicial or other measures to 
prevent acts of torture in any territory under 
its jurisdiction. It further says' “No 
exceptional circumstances whatsoever, 
whether a stale of war or a threat of war, 
internal political instability or any other 
public emergency, may be invoked as a 
justification of torture”. Further, Article 4 
says that each state party shall ensure that 
all acts of torture are offences under its 
criminal law. The same shall apply to an 
attempt to commit torture and to an act by 
any person which constitutes complicity or 
participation in torture. Under Article 10, 
each state party has to ensure that education 
and information regarding the prohibition 
against torture arc fully included m the 
training of law enforcement personnel, 
civil or military, medical personnel, public 
officials and other persons who may be 
involved m the custody, interrogation or 
treatment of any individual subjected to any 
form of arrest, detention or imprisonment. 

Whether we have ratified this convention 
or not, it is nothing but a corollary to what 
we have agreed under Article 10 of Inter¬ 
national Covenant on Civil and Political 
Rights, which says: “All persons deprived 
of their liberty shall be treated with humanity 
ant} with respect for the inherent dignity of 
the human person”. This is not far from what 
we have said under Article 21 of our 
Constitution: “No person shall be deprived 
of his life or personal liberty excepting 
according to procedure established by law”. 
By a process of judicial interpretation from 
time to time, we have said that ‘life’ does 
not mean mere animal existence, and it means 
life’ with dignity. So also the law which 
tends to deprive.life and liberty must 
necessarily be a fair and just law. 


Even otherwise, torture is nothing but 
causing hurt to the arrested persons under 
police custody and it is an offence u/s 330 
and 331 of Indian Penal Code. Besides, S 29 
of the Police Act 1861 and Article 20(3) of 
our Constitution clearly forbid any com¬ 
pulsive course to extract confessions. Rule 3 
of the police code of conduct lays down: 
“(The police) should not usurp the functions 
of judiciary and sit in judgment on cases. 
Nor should they avenge individuals and 
punish the accused." 

Many cases of torture have resulted m 
custodial deaths Amnesty International m 
its report (1992) set out a list of 415 cases 
of death in the custody of the police and 
security forces since 1985. The report 
described the cases as ‘a sample' of lhe total 
number of deaths, as many had not been 
reported Besides, there have been large 
number of encounter deaths. In l IN parlance, 
it means extrajudicial execution. Most of 
these killings arc stage-managed exter¬ 
minations of an individual or a gioup by 
brutal means. Victims are often tortured by 
the police, shot and then dumped at the 
alleged site of the encounter The police story 
is that the victim died in an exchange of fire 
and the police had to fire in self-defence. 
Recently, Indian Express (November 22. 
1995) earned a report of how one Haddi was 
killed by the police in a fake encounter The 
local residents of the place where a Haddi 
was shot say that he was diagged out of a 
cat and was shot thrice right in front of 
women and children. Initially, people thought 
that some film shooting was being arranged 
asscvcral vehicles cordoned the road Indian 
Express (December 1, 1995) also says that 
one Rajesh Igwe was also killed in a similar 
fashion. Mumbai Times (November 24,1995) 
carries a report that senior police officials 
justify encounter killings as being the only 
way bypassing whal they call a time consu¬ 
ming and toothless criminal justice system. 

In Andhra Pradesh, there were over 492 
encounter deaths between 1991 and 1993. 
Not a single case was investigated by the 
government. However, the NHRC look note 
of 74 encounter deaths listed in the com¬ 
plaint made to it, and has sought response 
from the government. Such deaths have 
taken place in several stales. In the Supreme 
Court, a petition is now pending and in¬ 
vestigation has been ordered, the allegation 
being that about 25,000 persons were killed 
m Punjab and their bodies were made to 
disappear. 

One of the main reasons for this is the 
inadequate provision of law in this behalf. 
S 176 of the code of criminal procedure 
makes it compulsory for the executive 
magistrate to hold an inquiry into the cause 
of death of any person while in custody of 
the police. In many areas, the senior police 
inspectors themselves are the executive 
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magistrates and the killings take place with 
their connivance In several cases, no record 
of detaining such persons in the police station 
is maintained After the death, no proper 
post-mortem is done Though the law requires 
that notice should be given to the nearest 
idatives about the inquiry and that they 
should be allowed to remain present at the 
inquiry, very otten relatives are literally 
threatened to keep themselves away from 
sue h inquiry The inquiry report is not made 
public and there is no provision either to 
challenge the findings in appeal or to take 
any other steps for the aggrieved party Even 
in cases where the executive magistrates 
order any prosecution against the concerned 
police officer, the cases tail for want of 
proper and immediate investigation Amnesty 
International points out that so far since 
January 198S no police officer accused of 
torturing a prisoner to death m Mahaiashtra 
is know n to have been sent to prison Of the 
21 1 ustodial deaths reported to have ot t urred 
in Maharashtra between lanuary 1985 and 
January l l| 92 only 10 usuited in decision 
to prosecute I wo ( iscs out ot this resulted 
in acquittal In two cases the policemen 
were initially convicted but wcie acquitted 
on appeal f he ictn lining c iscs m pending 
loi more tlun six >cars 

The NHRC m its latest lnnua! report 
1994 95 rders to cases of l ustodial deaths 
in several si ues and on bung satisfied of 
tht cncumsianccs which led to the deaths 
ot victims has ordcicd piosecution in those 
cases 

Recognising the lenal vacuum that exists 
in many countries the UN geneial assembly 
adopttd a special resolution on December 
IS 19X0 on arbitrary and summary 
execution* and has condemned the same 
Since then several principles have been 
formulated in various international human 
lights committees lor thoiough prompt and 
impartial investigation 

Thcic is no provision in our Constitution 
or in any law which s lys that the police can 
choose to kill for any reason The police 
have only a right to defend and use such 
power as may be necessary to avoid any 
injury to themselves or to any person oi 
property The United Nations Basic Prin 
uples on the Use of \ orce or 1 irearms by 
law enforcement officials emphasises that 
the use of force and f ireaims by the enfoiec 
ment officials should he in consonance with 
respect loi human rights 

Article 22 of the United Nations basic 
principles therefore says Governments 
and law cnfoicement agencies shall ensure 
that independent administrative or 
prosecutorial authorities are in a position to 
cxcrusc jurisdiction in appropriate circum¬ 
stances In cases of death or senous injury 
or other giave consequences, a detailed 
report shall be sent promptly to the competent 


authorities responsible for administrative 
review and judicial control/’ What is 
important is judicial control, the report must 
be subject to judicial scrutiny. 

Amnesty International, in this connection, 
has recommended the following 10-point 
programme to combat torture 

(a) Adopt an ot fit ial policy to protect human 
rights Now that we have a statutory 
National Human Rights Commission, 
this should not be adifficult proposition 

(b) Investigate impartially ail allegations of 
torture This can be possible if we have 
a judicial inquiry which must follow 
promptly every case of torture or 
custodial death In this connection the 
government should take into account 
media reports and reports prepared by 
the civil liberties groups and human 
tights activists Various human rights 
groups all over the world do inquire 
into investigate and report human rights 
violations There is no reason why the 
government should wholly ignore such 
reports In this connection, 1 must refer 
to what wc did immediately after the 
riots by bringing out a report, People's 
Verdict which has been universally 
acclaimed as a tair and objective docu¬ 
ment Yet neither the previous govern 
ment nor the present one, or the con 
ccrned officials arc prepared to accept 
the same as a puma facie report of the 
atrocities inflicted on the helpless victims 
of riots 

tc) Bring the peipctrators to justice, 

(d) Strengthen safeguards against torture 
I here should he a comprehensive police 
custody records containing all details of 
custody 1 urther the lawyers and the 
relati ves should have access to the person 
arrested In the case of custodial death, 
the family members should have the 
right to insist on the presence of their 
family doc tot at the time ot post mortem 
Detailed guidelines should be diawn up 
tor the purpose of interrogation without 
icsorting to thud-degree methods, as at 
present 

(e) Inform detainees ot their rights In every 
police station a list of one’s rights as 
and when he is arrested and brought to 
the police station should be prominently 
displayed, in the local language 

(0 1 rain the police to uphold human rights 
and reform the police Recently, the 
National Law School of India, University 
at Bangalore has embarked upon an 
intensive programme of training in 
human rights for sub-inspectors and 
constables According to Madhav 
Mcnon, the* director of National Law 
School, "not a «ingle person of the 170 
officers under training is trigger happy, 
nor are they inclined to tolerate such 
behaviour from subordinates” 


(g) Compensate the victims. The Supreme 
Court, tn recent years, has emphasised 
that mere sanction of prosecution m the 
case of custodial death is not enough 
In ail such cases the next kith or kin of 
the deceased should be compensated In 
some cases, the Supreme Court has 
further ordered that the officer concerned 
should be made to bear the burden of 
compensation This should apply to all 
TAD A detainees who have been unjustly 
detained and made to suffer the worst 
indignity possible 

(h) Provide torture victims with medical 
treatment and rehabilitation, 

(i) Investigate the causes and patterns of 
torture, 

(j) Strengthen India's international human 
rights commitment 

The NHRC in its annual report 1994-95 
has stated " it was wrong to believe that 
investigations could not be successfully 
handled without recourse to such (third 
degree) methods Noting lhat a permissive 
approach towards the use of third-degree 
methods led to the violation ol the funda 
mental rights of cittfcns, the Chairperson 
urged that the use of third degree methods 
and torture in investigation should be banned 
and eliminated ' It is time the government 
accedes to convention against torture 

Prosecutors Lawyers and Iudgfs 

Having said this about the police let me 
now deal with the other criminal justice 
functionaries namely the prosecutors, the 
lawyers and the judges 
In Kartarwigh the Supreme Court being 
conscious of the fact ofT ADA being misused, 
called upon the public prosecutors to rise to 
the occasion What it says is fine sentiment 
Unless the public prosecutors nse to the 
occasion and dischaigc their onerous 
responsibilities keeping in mind lhat they 
are piosccutors on behalf of ihe public but 
not the police and unless the presiding 
officers of the designated courts discharge 
their judicial functions keeping in view the 
fundamental rights, partic ularly the personal 
right and liberty ot every citizen as enshrined 
in the Constitution to which thc> have been 
assigned the role of sentinel on the qui \ i\e 
it cannot be said that the provision of TADA 
Act arc enforced effectively in consonance 
with the legislative intendment’ 

Where do we get such public prosec ulors, 
these days 9 Public prosecutors aie appoi nted 
by the government, undci Section 24 ol the 
code of criminal procedure Formerly, 
appointments of public prosecutor and ad¬ 
ditional public proscc utor lor the high couit 
were made in consultation with the high 
court, and for the sessions court in con 
sultation with the sessions judge But the 
government of Maharashtra amended the 
law Now all sorts of advocates arc appoin- 


Economtc and Political Weekly June 15, 1996 


1443 



led as public prosecutors and additional 
prosecutors 

In many cases, even where they know (hat 
there is no c ase tor prosecution, they hesitate 
to concede this helore the court It is an 
established fact that conviction in TAD A 
cases is less than 1 percent Yet no prosecutor 
in a TADA case would dare to tell the 
government or the polite that there is no 
merit in the prosecution case This is his 
regard lor the personal right and liberty ol 
any citizen* In many states prosecutors are 
cadre-based Such prosecutors think ot their 
cadre first before they think of anything else 
It is a known fact that in the high court of 
Maharashtra vigilante is kept over the 
performance ol these prosecutors 

As regards the lawyers very lew lawyers 
arc aware of human rights cone ept Lawyers 
general approach to litigation is that ot 
mercenaries And the adversarial pioccduie 
which is prevalent in all trials makes them 
more mercenary than evet betoic the goal 
being to win the case even 1 1 justice becomes 
a casualty 

As far as the judges are concerned most 
ot the judges have no deep commitment to 
human rights or to justice They think that 
theirs is a routine job just like any other The 
NHRC has recommended the establishment 
ot human rights courts in every state Assam 
and Sikkim have established separate human 
rights courts The question is not one of 
setting up separate courts tor human rights 
violations Assuming such courts are set up 
without the appropriate personnel trained to 
deal with cases of human rights violations 
the courts will become a routine affair as 
in the case of family courts 

Lastly may 1 appeal to all the ofliccrs who 
have attended this workshop to develop an 
attitude of positive approach to recognise 
the efforts made by several human rights 
activists and civil liberties gioups to expose 
human rights violations by government 
agencies These organisations are the eyes 
and ears of the people ot India The NHRC 
annual report (1994 95) says For the 
Commission, it is not just a statutory 
obligation under Section 12(0 of the Act 
‘to encourage the efforts ot non govern 
mental organisations and institutions 
working in the field of human rights but a 
necessity to do so il its own efforts are to 
be well-informed and in tune with the decpci 
aspirations of the country - aspirations that 
find expression in the courage and idealism 
of many non-governmental organisations 
As the commission noted in its first icport 
the cause ot human rights has much to gain 
both from the practical help and from the 
constructive cntiusm that the NGOs and the 
commission can bring to bear in their mutual 
interaction and growing telationship To this 
end the commission has from tunc to tunc 
invited leading human rights activists and 


NGO representatives over for dtscussiori 
and advice and sought their help in practical 
ways In addition in every visit to a state 
the commission has made it a pivnt to benefit 
f rom thccxpencncc and knowledge of NGOs 
whose contac ts at the grassroots level give 
strength and meaning to the human rights 
movement where it matters most 
Ours being a republic - which means 
peoples power-the above observations 
must equally apply to all functionaries who 
are cone erned w ith thejustu c system Several 
I ADA detenus have been released But not 
one has been paid any compensation They 
have suffered the worst tragedies ot their 
lives when they were all detained and 
tortured without there being any case against 
them No court has evci thought of com 
pensaling tor the loss ot liberty and unjust 
detention they have suffered 
So also in the last riots thousands of 
persons lost then lives their property and 
their homes In the Peoph % Vctdut we 


I HP BHARATIYA JANATA PARTY in 
its election manifesto told the nation that il 
it is voted to power it would impose a 
complete ban on the slaughter ol cows 
calves hulls and bullocks In othci words 
it told the nation that it would impose a total 
ban on beet food ot Indian people Such a 
position ol the BJP emanates fiom Us self 
constructed notion that beet is the food of 
Muslims and Chuslians onl> and beef food 
culture is an imposition of Islamic C hrislian 
culture on the Indian people The BJP realised 
that it can no longer brow beat the minorities 
by setting up agendas of demolition of 
religious shrines as such agendas were 
becoming counter-productive It seems to 
have worked out a new agenda in banning 
beet food to brow beat the minontics 
Inc (dentally what ts not realised is (hat this 
agenda will bonmeiang much more than the 
other agendas the BJP earlier set because 
this agenda is going to affect the food rights 
of about 45 50 per cent of Indians who are 
either occasional orrcgular beef eateis Even 
a commonsense obse r vation would indicate 
that in India the non Muslim non Christian 
beef caters outnumber even in simple 
arithmetic lerms The anti beet ideology of 
BJP emerges out of its hnhminical hindulva 
consciousness Blind to (he ground level 
social reality the BJP leadership is creating 


have recommended early prosecution of all 
the aggressors We found that large number 
ot aggressors arc still free Wc found out that 
several police officers had commuted 
atrocities on several innocent persons We 
sought to name them-not all, but only 
those whose names were mentioned by the 
witnesses Wc thought that the government 
would at least investigate On the contrary 
the government promoted them R D Tyagi 
was one of the persons whose name appears 
in our list Today he has become the 
commissioner ol police We identified Shiv 
Sena and BJP groups as responsible tor 
several killings and tor destruction of houses 
and property of victims of the not Today 
wc have a government ol these very aggres¬ 
sors I wonder what accountability what 
human rights what ]ustice can wc ever hope 
to have m this situation 1 

[This lecture wav delivered M i workshop jf I ita 
Institute of Sou il Seienets Bombay on 
December 27 190S ] 


i notional myth that heel eating by killing 
sacicd lows and bulls is t non Indian 
cultural piacticc It wants to sell Ihc idea that 
pre Muslim Indi»did not have a bccl eating 
cultural practice at all The BJP ideologues 
carlici attempted to sell a similar theory for 
caste system also that caste is post Mughal 
rule social structuic But it did not work Its 
anti beet agenda is going to face resistance 
horn SC s and SIs because as on toda> the 
SC s ST s and some castes among OBCs 
depend on beef food more than the minorities 
do Of course the very notion ot heel food 
being a Muslim Christian contribution is a 
myth because even the BJP top leaders know 
that in pro Buddhist Indiabeet wasanmtcgnl 
food of all Indians including brahmins 
flic BJP may lake up a campaign by 
constructing a theory that banning of beef 
is part ot its ‘true seculanst ideology Its 
notion of true secularism foregrounds 
certain animals cows and bulls - as being 
saued animals glossing over the tael that 
the notion is not shared by very many daht 
bahujan castes at all Yet the BJP wants to 
project the notion as an all India non Muslim 
non Christian notion and thus impose it on 
all castes which do not share the cultural 
ethos of brahmimsm at all SCs STs and 
several OBCs ha\c been historically beef¬ 
eaters and never believed the theory that 


Beef, BJP and Food Rights of People 

Kancha Haiah 

On one hand the BJP defines SC BC castes as Hindus and on the 
other by banning beef dentes them their age-old food habits If beef 
is banned it Mill be the beginning of the aid of the tountrs s 
midticulturahsm 
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cow 1 $ a sacred animal. That does not mean 
that they do not care tor bovine animals 
Brahmimcal consciousness makes us forget 
that the beef-eating castes arc also the cattle- 
rearing castes, and their love ami altcction 
towards these animals is more intimate than 
those c astes whit h do not in vol ve themselves 
m rearing tattle and yet construct a theory 
of sacred bovine animals Love towards 
animals and eating their meat foi survival 
is not a tomradit lion hut a dialectical process 
The essence of this process has been that 
human life is more important than animal 
life Thecultuieof consuming flesh ol certain 
animals got giadually internalised How 
come a political party that aspires to rule a 
multi cultural country like India docs not 
understand that lood hahits which are pait 
of our cultural practice cannot be changed 
by state agencies Unlike drinking alcohol 
or playing cards which continue in spite of 
social taboos against it lood habits are 
dilleient When a family or a social gioup 
eats certain lood like beef there is no notion 
of taboo around it It exists as a lull cultural 
process It also requires the character ol 
souo political rights ol people the lood 
rights ol people A political prrty 01 a 
government cannot suspend lood rights cf 
people simply because the leadership ot a 
ruling party docs not like the ttstc ol a 
paitic ular food or bee ause it con ulcrs some 
animals >at red 

Ovct centuries even before the Muslim 
tulcis came to India, the beet eating SC 
castes other sudra castes and the pure 
vegetal tan brahmmical castes lived side hy 
side The hiahnunical dislike to beet lood 
did not extend to the state banning beet or 
meat foods In an era of advanced capitalism 
and uni verbalisation ol demo* uw y :f a patty 
sets an agenda that it would ban a panic ulai 
lood on icligious grounds such a move is 
going to send signals that fascism of the 
woist kind is on the caids Leave alone 
Muslims and Christians fm millions of SCs 
heel alone is the most piotcinous looJ that 
they canal lord VcenaShatrugnaol National 
Instituted Nutntionsays beet contains 21 
per tent pi oleins whereas rice contains only 
6 8 per cent proteins No vegetable protein 
content goes beyond 10 |>er cent This was 
one ot the reasons why the pooiest ol the 
poor continued lo cat beet m spile of the 
ritualistic Hindu society condemning it 

Medically il is a known fact that 
consuming high protein lood is the best 
cheek for chronic diseases like tuberculosis 
Tubeuulosis is the most common disease 
that attacks human beings who are under 
nourished Thus among the SCs and SIs 
the heel food was singularly responsible lor 
preventing tuberculosis and also where cases 
ot tuberculosis prevailed the cheaply 
available cure has only been beef What 
alternative does the BJP provide to such a 


proteinous food that ts easily available to the 
poorest of the poor, who in caste terms 
happen to be SCs and STs 
Neither the BJP noi the intellectuals who 
hold the view that di aught animals arc sacred, 
seem to have realised the implications of 
then argument Such view, if extended to 
its logical end, can lead to a disaster 11 they 
extend then argument that the cows and 
hulls should not be toiccd to pull the plough 
or bullock carl as there is bound to be 
coercion and lorluu m the process - Indian 
agriculture will collapse The post-Buddhist 
biahmimsm want to the extent that ‘the 
plough with its iron point would injure the 
earth and the creatures living in it 1 , therefore 
human beings should not resort to tilling 
(IifanHabih / wawmIndian 1995) 

Should we then stop using bulls in agrarian 
operations 7 The madness of some members 
ol ihe Sangh paiivar h ts gone to the extent 
ol saying that India should import Ihe mad 
cows of Britain in older to save* them from 
slaughlei in Britain India has so many 
beggars lepers and destitutes living on the 
pavements I he Sangh pan var never bothered 
about them but aie bothered about mad 
cows getting slaughtered m Britain Is it 
patriotism and humanism’ 

Ihe lood lights of people form pari of 
their civil and democratic rights No religious 
community can ban the food of anothet 
lehgious community until and unless a 
panic ular community tuinscanmbal Soalso 
no caste can ban the food of another caste 
I he discourse that vegetarian food is morally 
supenor has no validity for those who are 
historically habituated to eat meat and heel 
Among many castes and communities n 
India lor example a festival cannot be 
imagined without meat Vegetarian food in 
such communities is Healed as inlcnor lood 
It a guest is served with vegetarian lood it 
is considered a humiliation Among many 
castes and cnmmuivhcs there are jokes »hat 
ridicule vegetarianism Indian soc.cty has 
been co existing with it! these practices and 
must be allowed to do so 
On the one hand lu BJP is trying to 
delinc SCs, BCs a* Hindus, on the othei 
their food habits ate not treated as part ot 
Hindu ethos II ex pc ts the SCs to give up 
their culture gcthral mamsedby convcnng 
themselves into \cg tanan Hindus In spite 
ot massive propaganda against meat by 
priests and pandits the dalit bahujan castes 
continue to cat meal What docs the BJP aim 
Ui do° Will it labil all beef-eaters as non- 
Hindus 7 In which case, what about lamb 
meat-catci s ot dm ken cater * 1 If it says that 
all meat, chicken ind bcel-catcrs are not 
Hindus, many brahmins by that definition 
arc also out ol Hinduism - because the 
brahmins who wen 1 abroad cannot escape 
bccl, and we know many brahmins who die 
adduce! bccf-eaicis 


If beef « banned tn India that will be the 
beginnmgoftheendofourmulti-culturaltsm 
Cultural plurality has been the essence of 
Indian society Cultural plurality has not 
emerged with the Muslim invasion nor did 
it emctge with Christian colonisers The 
very caste system synthesised multi-cul- 
turahty in India light from ancient days The 
attempt to homogenise India's cultural and 
legal practices is a dangerous trend 
The notion ot unilorm civil code (IJCC) 
is also based on homogenisation of marriage, 
divorce and other lamily related practices 
Even here the diversity is not confined to 
the Hindu Muslim and Chiistian practices 
Each caste has its own customary practice 
ot marriage divorce and properly distri¬ 
bution Homogenisation of such practices 
by hegemomsing a particular religious or 
caste practice will only lead to social tnction 
The BIP seems to think that including 
such cultural issues in its election manifesto 
will give it a moral authonty to take legal 
steps hy projecting the election victory as 
a refciendurn on such issues Previous elec¬ 
tions have shown that even with ^1 15 per 
cent votes j party can come to power On 
ai issue'ike beef eating even i I all the heel- 
caters vote against the BJP the BJP can 
come to power How tan such a mandate 
give moral authority lo the BJP to ban beet 7 
Lvcn on an issue like the IJCC the same 
thing c an happen The issues whic h counter- 
pose one section of people against another, 
would find both supporters and opponents 
emotionally charged It only generates a war 
ol nerves and that may become an instru¬ 
ment foi aggrandising voles but docs not 
provide democratic space for articulating 
informed opinion Such issues arc not like 
economic issues Economic issues allow a 
space ot debale even in rural areas If a party 
otteis land li the landless house ‘o the 
homeless education to the illiterate there 
is a possibility of forcing even the rich lo 
think about such issues lnolherwords even 
if a confrontation develops among sections 
ot people on such issues the confrontation 
will contribute towards a positive trans 
foimation How docs stopping a section of 
people trom eating what they have been 
catin^ for generations help the economic 
situation to improve 
C ulturc is a historical t ontinuumof psyc hie 
likes a r d dislikes Pood hahits fotm part of 
fhat cultural continuum Political parlies 
cannot set agendas attacking uiltuial habits 
o* people That itself forms the core ot 
communalism The BIP today says it would 
impose a ban on beef tomorrow u mav say 
that it would ban meal, then it would extend 
the logic and say that wealing trousei and 
hush shirt is anti Hindu and impose ban on 
trouscis anu bush shuts What docs this 
mean 7 Where does India go from lu re ’ How 
c*.n a nation progress with such aeendas’ 
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PAKISTAN 

IMF Shadow oyer Budget 

S Akbar Zaidi 

In its endeavour to satisfy the IMF demand to cut the budget deficit , the 
Pakistan government is burdening its citizens with additional taxes and 
depriving them of schools and hospitals . 


ITseemsthal the budget for the next financial 
year, 1996-97, is going to revolve around 
the single figure of 4 per cent. All indicators 
about the deliberations under way at different 
levels of government, suggest that the 
government is going to do its utmost to bring 
die deficit down to 4 per cent of GDP. While 
the budget deficit has been one of the key 
indicators which the government has targeted 
in order to control, over the last four years 
its importance seems to have grown. In the 
coming financial year, it will probably 
become the government* s obsession, having 
extensive ramifications on a number of areas 
of the economy. 

Pakistan has been following the broad 
outlines of different structural adjustment 
programmes (SAPs) agreed to by the 
goverments of the day and the International 
Monetary Fund, since at least 1988. While 
two major programmes have been initiated 
since then-the first between 1988-91 and 
the second between 1993-96, aborted after 
two years - our economy has, for the most 
past, even when not following a formal SAP, 
been on the adjustment path. The features 
of SAPs are fairly standard, and having been 
imposed on more than 70 countries, are by 
now quite familiar to most planners, 
economists and government officials. 

As is fairly well known, a SAP contains 
an emphasis on a number of areas and sectors 
of the economy. Trade policy is expected 
to undergo change, where countries are 
advised to adopt ‘competitive’ real exchange 
rates, essentially through a continuous 
devaluation; the lifting of restrictions on 
exports and a policy of export-led growth 
is encouraged, along with a substantial 
decrease in all quantitative restrictions on 
imports, with an equally substantial reduction 
in tariffs. The role of government and of the 
state, and particularly that of public enter¬ 
prises, is supposed to be minimised, and if 
possible, the functions of the government 
are to be substituted by those of the private 
sector. Privatisation not simply of industry 
and banks, but also of the social sectors like 
education and health, is high on the agenda. 
The financial sector comprising of banks 
and, capital markets, is expected to be 
liberalised, with more (private sector) 
competition and fewer government res¬ 
trictions. A SAP also lays emphasis on 
removing protection on domestic industry 
making it competitive internationally, and 
on removing subsidies on agriculture. 

Apart from guidelines and conditions 
imposed on the sectors mentioned above, 
possibly the most important focus of the 


SAP is on fiscal policy. The reduction and 
elimination of fiscal deficits by curtailing 
public expenditure, is a high priority of the 
Programme. The tax structure is expected 
to be ‘rationalised' in the course of the Pro¬ 
gramme, with resource mobilisation one of the 
key requisites in making the SAP a success. 

The combination of all these measures is 
supposed to improve the performance of the 
economy by increasing the growth rate, by 
reducing inflation, by cutting the fiscal 
deficit, promoting and increasing exports, 
and making the country more conducive to 
private sector business concerns. However, 
even the IMF accepts, most of the SAPs have 
been far from successful. 

It is almost impossible to find any 
economist in Pakistan who disagrees with 
the claim that the budget deficit is Pakistan’s 
most serious problem. In tandem with the 
IMF, these economists argue that because 
Pakistan has had large deficits in the past, 
we are suffering from - as theory suggests 

- high interest rates, low savings, low rates 
of economic growth, current account deficits, 
the crowding out of private sector investment, 
and from inflation. Hence, almost every 
conceivable ill which our economy may 
have, emanates from the budget deficit. 
Therefore, it would only be sensible for the 
government, so goes the argument, that it 
‘eliminate’ or drastically reduce the deficit. 

By all accounts, Pakistan has had high 
deficits in the past: 8.2 per cent of GDP in 
1985-86 and 1986-87,8.5 per cent in 1987- 
88, and higher still, with 8.7 per cent of GDP 
in 1990-91. However, for a number of 
reasons, these deficits have not resulted in 
all, or in fact many, of the consequences 
ascribed to them. Growth in Pakistan has 
been fairly robust in spite - in fact, due to 

- the high deficits; the private sector has 
continued to play a key and leading role in 
investment and development; and inflation, 
has until recently - when the budget deficit 
came down - been quite mild. These facts 
notwithstanding, since 1988, every attempt 
has been made to adhere to IMF 
conditionality by reducing the budget deficit. 

The result of this concerted attack on the 
budget deficit has, indeed, resulted in a 
substantial fall in the deficit. By the IMF’s 
criterion, Pakistani governments have done 
a very good job of adhering to the SAP, and 
on the basis of this criterion, have been very 
successful. From a high of 8.7 per cent of 
GDP in 1990-91, the deficit has been brought 
down each year since then, to 5.8 per cent 
in 1993-94, 5.6 per cent in 1994-95 and a 
probable 5 per cent in the current fiscal year, 


1995-96. Not only has the budget deficit 
been brought down, for the last three years, 
the Primary Budget Deficit hasbeennegative. 
The Primary Budget Deficit, an indicator 
which measures the budget deficit for a 
particular year minus the interest payments 
- the price paid for past profligacy - for that 
year, was -0.8 per cent in 1993-94 and -0,1 
percent in 1994-95. This shows that current¬ 
ly , the ‘real ’ budget deficit- the government \s 
revenue minus expenditure - is less than the 
amount being paid for previous wastefulness, 
in the form of interest payments. 

By adhering to IMFdiscipline and claiming 
success, the government has received much 
appreciation from the Fund. In real terms, 
this appreciation translates into standby 
agreements currently worth $ 600 million, 
orbetter still, ‘extendcdstructural adjustment 
facilities', worth $ 1.6 billion in the recent 
past. Nevertheless, the impacts on the 
economy due to drastic cuts in the budget 
deficit, go a long way. There are three ways 
in which the budget deficit can be reduced: 
(i) a cut in non-development expenditure, 
l e, lewer foreign trips and smaller entourages; 
(it) an increase in taxes, cither by taxing the 
existing tax paying population more or by 
‘capturing* new tax payers, and (iii) by 
cutting development expenditure, i e, fewer 
schools, roads and health centres. In Pakistan, 
the emphasis has been mainly on cutting 
development expenditure, and on taxing the 
alrcady-tax-paying public more. 

Just as the budget deficit has been falling 
over the last few years, so has development 
expenditure. Down from 6.9 per cent of 
GDP in 1987-88, development expenditure 
was a mere 4.8 per cent in 1994-95, less than 
the 5.5 percent spent on defence. Moreover, 
despite the high profile ‘social action 
programme’, a government report concedes 
that one effect of the SAP and of budget cuts 
has been that government expenditure on 
health and education has fallen from 3.4 per 
cent of GNP in 1988, to 3 per cent in 1994. 
As far as raising revenue is concerned, despite 
the numerous tax measures taken each year 
to increase overall revenue, imposing a 
heavier burden on those who presently pay 
taxes, in real terms, very little has been 
achieved in the form of additional revenue. 
Moreover, there is increasing resentment 
amongst those who currently pay taxes, for 
they believe that the tax system has glaring 
inequities, with a large and wealthy section 
of society being exempt. Add to that the fact 
that for each increase in the tax rate and in 
tax collection, the quantity and quality of 
public services - from law and order, to 
education and health - has deteriorated 
sharply. With additional taxes worth between 
Rs 25-30 billion expected in the next budget, 
with agricultural incomes still exempt* each 
tax payer does indeed have the right to 
complain and question the government’s 
logic of trying to raise more revenue so as 
to cut the budget deficit so that it could get 
yet another IMF loan. 

The ‘political economy’ argument for why 
the present government does not tax the 
wealthy agricultural lobby is that this rural/ 
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agricultural lobby is said to support Jthc 
government and is its ally, and hence, a tax 
on them would not be quite appropriate But 
to receive the appreciation from the IMF 
the budget deficit has to be cut Hence, 
additional taxes on those who are forced to 
pay and fewer government schools and 
hospitals are the result In essence then 
what the IMF loans do is they allow the 
wealthy - whether rural or urban - to continue 
with their lifestyles without having to pay 
the consequences for living well beyond 
their - private as well as collective - means 
The continued access and availability of 


IMF and World Bank loans, is an excuse 
to postpone structural reforms, such as land 
reforms and an agricultural income tax By 
propping-up regimes which do not have to 
take delicate or nasty decisions, organisations 
such as the World Bank and the IMF ensure 
their longevity By lowering the budget 
deficit to 4 per cent ol GDP as per IMF 
instructions for the coming year, the present 
government in Islamabad can be assured of 
a further large IMF loan ensuring its 
survival by not disturbing the powerful 
agricultural lobby For this government at 
least 4 per cent is indeed sacrosanct 


Sino-US Piracy Dispute: Neither 
Mountain nor Molehill 

Xiaohua Zhu 


A solution to the Sino-US piracy dispute requires a sincere and 
objective approach from both sides including an attempt to better 
understand the historically different perceptions of intellectual property 
lights The stakes are too high for playing the game )f chicken to score 
politic al points 


iHF dispute over the protection of 
intellectual property rights features 
prominently among senous problems in the 
strained Smo US relationships As the US 
has reeenlly declared China as the worst 
violator of intellectual property rights and 
announced severe trade sanctions on its 
exports effective June 17 China s counter 
measures have also been swift Without an 
effective solution to this thorny issue the 
relationship bclwcen the two countries i isks 
further deterioration 

Both countries claim that the' other side 
is to blame for the present confrontation on 
this matter The US maintains lhat China has 
failed dismally to honour a I99S accord on 
intellectual property rights According to the 
US side C hina s violations of American 
intellectual property lights have even 
increased in the past year In the \ tew of the 
US China s failuic to effectively deal with 
such an issue is inexcusable and puts into 
serious doubt the credibility of its 
international commi*ment 

China insists that it has faithfully 
implemented the 199S accord It maintains 
that tough measures have been taken to close 
down piracy plants and confiscate counter 
fci* products Customs procedures have also 
been strengthened to check exports for 
possible violations of intellectual property 
rights The compensation ordered recently 
by a Beijing court to American software 
makers such as Microsoft is cited as an 
example of recent achievements in this 
regard Some Chinese feel that the US 
administration is using the piracy issue as 
an excuse to thi eaten sanctions for domestic 
political reasons and the restriction of 
China's exports 


Historical ind cultural considerations 
about the two countries are useful in 
understanding their widely different 
perceptions of the current situation 
Historically the Ameileans have always 
encouraged individual development The 
need to respect individual c rcativity is deeply 
rooted in people s mentality The US has 
well developed laws and regulations on 
copyrights patents and trademarks as well 
as qualified personnel for their enforcement 
In spite of this it is not difficult to find 
counterfeit Rolex watches for 20 dollars or 
video cassettes of the newest movies for a 
few bucks on the streets of New York 
admittedly on a smaller scale 
In contrast the Chinese culture in general 
does not promote individual creativity 
Especially after the founding of the People s 
Republic of China in 1949, all properties 
belonged to the state and the collective 
including works ol art inventions and 
technical know how L aws and regulations 
on intellectual property rights weic 
practically non existci t In spite of China s 
recent efforts to promulgate laws and 
regulations and to inc rease public awareness 
in i his regard a lot ol people in rural and 
remote areas still do not realise that 
counterfeiting is in fact a form of theft and 
therefore is illegal and punishable by law 
Besides the enforcement personnel lacking 
professional training and adequate resources, 
have great difficulty in coping with the 
burgeoning cases of violations Viewed 
against this background China has gone a 
long way in its efforts to combat piracy 
activities TheSino US piracy dispute defies 
easy solution Jeffrey Garten former 
American under-secretary of commerce for 
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mtemaStcM tra^afdtftWfortunately, there 
is no plausible scenario to get out of this" 
Regrettably he might be proved right soon 
However, with a bit more mutual under¬ 
standing and taking into account their own 
long term interests, the two countries should 
be able to at least avoid its further escalation 
China should understand that it stands to 
gam from effectively dealing with violations 
of intellectual property rights As it is further 
opening up to the world and becoming a 
major host country to foreign investment, 
better protection of intellectual property 
rights would help improve business 
environment and make the China market 
more attractive to foreign investors It would 
also serve to provide incentives tor inventions 
and technological innovations within China, 
which will be essential lor future economic 
development It would remove a major 
contentious factor in Sino US relationship 
as well as a stumbling block to China s 
accession to the World Trade Organisation 
With China s present economic growth rate 
and trade volume it can well dispense with 
the export revenue from counterfeit pro¬ 
ducts Attempts to delay action or muddle 
through would bring more harm than benefit 
to China in the long run 
To this end China should reaffirm its 
commitment in spite of (he present con¬ 
frontation with the US and intensify the 
crack down on piracy activities More 
detailed regulations need to be enacted and 
enforcement personnel should receive further 
professional training Violators must be 
severely punished regardless ol their status 
and connections The media should be 
further mol llised to give wider publicity to 
the efforts for the elimination of piracy 
production and products as a campaign to 
educate the public 

The US should realise that it is counter¬ 
productive to threaten trade sanctions, 
because they would lose credibility if not 
earned out I f they were indeed implemented, 
China s retaliation would hit American 
business in China and tnus start a trade war 
that neither country desires 
It is in (act in the long term interests of 
the US to help China s efforts to deal with 
pi i at y ac 1 1 vi ties The US should keep contact 
with China on this issue perhaps by using 
the high level meetings suggested by Warren 
Christopher and provide experience in 
relevant areas such as customs control, 
licensing legal development and if possible 
some financial support Although such 
assistance may seem ridiculous to some 
people and may not be effective in a country 
of China s size tl can serve as a welcome 
gesture to demonstrate the US sincerity in 
solving the piracy dispute and will be an 
economically viable measure in an attempt 
to eliminate the loss of 2 billion dollars 
which the US reportedly suffered Iasi year 
alone as a result of China s piracy activities 
The solution to the Sino American piracy 
dispute requires a smccic and objective 
approach from both sides The stakes arc too 
high for playing the game of chicken for the 
purpose of scoring political points 
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PERSPECTIVES 


Interpreting 1996: Where Do We 
Go from Here? 

Rajni Kothari 


The mandate of the 1996 general elections is for scaling down the 
power of a < entralised, arrogant, elitist, bureaucratic and authoritarian 
state controlled by a national-global structure of corporate capitalism 
and replac ing it by a federal, decentralised and socially inclusive 
political order It is only on this basis that the fractured verdict * can 
be turned into a vote for stability that is also a vote for change 


THERE are iwo ways ot looking at ihe 
electoral verdict ot the 19% parliamentary 
poll One, where has it left the various parties 
(each reduced to a minority, large or small) 
what new choices lace them in respect of 
alignments tor which they may or may not 
have been picpared so tar with what 
common programmes' and ideological 
rethinking it any ’ 1 wo what is the nature 
of the change it signifies in the basic contour 
of the political system that goes beyond 
parly politics (a) in the relationship between 
the uti/cn and the state and (b) in the 
emerging interlace between a fast changing 
social structure and the institutional 
framework that is supposed to respond to 
it repiesent it or seek to intervene in the 
churnings that it is at present going through 9 
There aic obvious limits to what the voters 
can do in the kind of system we have They 
seem to have more ol a negative role than 
a positive one, more an ability to thiow 
governments and parties out of powei than 
to ensure that those who arc brought to 
power will comply with the commitments 
that they had undeitaken in the course of a 
given election and even less to ensure that 
they behave m ways in keeping with the 
spun ol the Constitution or ol the ethical 
premises id dcmociucy Fhey cannot even 
ensutc that the c andidates they had voted tor 
on the assumption that thev rcpiescntcd a 
given party or alliance of parties will not 
suppoit directly ot indirectly a party that 
they had \ oted against I here is no provision 
in the present system of a negative vote (that 
none ot the < andidates fielded by the panics 
were at l opt lble to the volet) or for a right 
to iccall in emng membet But despite all 
these limitations perhaps because ot them 
and p utkuluilv given the widespread sense 
of discontent and alienation among latge 
sections of ihe voteis they exercised then 
hanchise in wavs unexpected ot them and 
indeed in a manner ot speaking turned the 
tables on the parties and forced them to 


respond to both the aspirations and the 
frustiations of the people in ways that the 
parties weie not used to so fat and indeed 
are not even today quite prepared for 
As for the first way of looking at the 
verdict namely from the viewpoint of 
parties we almost face a constitutional 
deadlock no party on its own (not even a 
bioad speedum alliance of parties such as 
the United I icint (IJF) ) is in a position to 
form the government 1 o the extent that one 
of them i in stake the claim ot doing so (sue h 
as the UI ) it is nonetheless dependent on 
anothei in this case the Congiesv to which 
its vanous constituents weie strongly 
opposed tor so long including duting the 
election campaign It is not so much a 
question ol repeating 1979 oi 1990 when 
at least the c ontradu don within the coal ition 
were icsponsible for its downfall This time 
round it is moic a feai of foiccs outside the 
coalition and even mote ot losing giound 
among Ihe people at large against the 
background ot not having had then 
wholehcailed suppoit in the first instance 
This became most clcai when the BIP tried 
to defy a fractured verdict and assume that 
they will somehow be able to make u and 
remain in power for long obviously 
expecting that one or more ot the other 
parties oi splinters thereof can be enticed by 
it (despite all the moral posturing that 
Vajpayee and other leaders of the BIP 
engaged in) 1 he result was a completei chuff 
from both the parties and the people (the 
latter in the sense that there was no popular 
campaign toi providing it with additional 
support in the Lok Sabha) a humiliating 
defeat on the floor of the House This could 
now well lead to rabid elements m the party 
and in the RSS and olhcis in the Sangh 
panvar going to town on it in the process 
rendering impotent the von cs of moderation 
(to the extent theic were some, though even 
these had to resort to rhetoric that placated 
the forces of Hmdutva) and letting loose a 


communal backlash once again, m the 
process also putting a question mark on the 
thesis that it is only by moving away from 
the Hmdutva bogey that the party could 
realise its dream ol emcigmg as a real 
alternative to both the Congress and the NF 
LF kind of coalition ( *nd assume power at 
the centic 

The issue is given both the mucasing 
maiginalisation of the Congress under 
Narasimha Rao and the unambiguous 
rejection of a BIP tiymg to fill the vac cum, 
can the centic left umbint t ike on both the 
renewed BJP thieat hickcd by the new 
veision of a heavily politicised RSS (now 
Willing to lump into the t lee lord fr iv) or 
will there be a new tonsolitl lion of the 
secular and democratic forces based on the 
growing const lousness and shriings among 
the subaltern classes which may llso 
necessitate a revamping of the C ongiess 
which could then |om loices w th the centre 
left alliance on the b isisof atleai ideological 
reformulation instead ot i game of shcei 
numbers (in which the f ongrt ss is already 
losing the tdiit) or a politics of tie lection 
and hoi sc trading (which alieady stands 
discieditcel) > Norn ot (his is going to be 
easy both givi n tin strife torn n itun of the 
new coalition and because ot the immense 
ideological contusion tint char ic tenses it 
(partly of coin sc ic Meeting the intellectual 
vacuum woildwidc) but moic than both of 
these the incapacity of these leadcisiotvolvi 
a political ind institution il model that e in 
respond to the 1 ist changing ic il its of 
demociatic politics that events like the 199b 
election it pic semi I he thinking on the I eft 
in particular needs to move out ol its old 
grooves but so does the cmciging icvival ol 
a liberal de moc ratic const lousness in sections 
of the urban middle class that are feeling 
alienated fiom the old ('ongiess that has 
grown so giotcsquely corrupt and imbecile 
and a new socialist consciousness that the 
upsurge of the vanous social peripheries 
represents but which lus yet to provide a 
new ideological ciystalhs ition to the new 
yearnings To these has to be added the clear 
and definitive assertion of regional 
consciousness which is seeking a federal 
restructuring ol Ihe political landscape and 
is hoping to shape the new coalition of 
parties including the JD the SP and the 
two communist parties But this too needs 
to he put on a different tooting than simply 
getting spurred by a combination ot anti- 
Congrcssism and anti-BJP-ism Even the 
conception if tcdcial restructuring needs 
fresh thinking to which we shall presently 
come 
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The point that 1 am trying to make is that 
the Indian electorate, by giving what the 
media calls a fractured verdict, desires 
something quite different from what has 
been provided so tar by the Congress, the 
Communist and the two combinations of 
anti-Congrcss parties in 1977 and 1989 
Over time the electorate has been gravely 
disappointed by the various party formations 
and by 1996 (in fact starting much earlier 
but definitely since 199^) came to a state 
of mind in which, refusing to be fixed by 
parties and governing structures started 
instead fixing them and sending them 
spinning in an orbit over which they seem 
to have little control True the electorate too 
was not all that clear oi united in its thinking 
in doing this in large parts it was found to 
be exercising its vote almost in a fit of 
absent mindedness no doubt still turning up 
m large numbers despite the searing heat and 
the absence of any vigorous campaign oi 
sense of excitement around them but in 
many ways apathetic and resigned to 
whatever may happen With major 
exceptions however Where there was a leal 
contest of principles oi a real affront to their 
sens*: of propriety they i ime forward in 
.vays that wcic more decisive than what wc 
have experienced for a long time This 
happened aboxc all m Tamil Nadu and 
Karnatak i (which up>ct all pollster 
piediclions) but to an extent also in Andhra 
Pradesh where the Naidu taction of the I DP 
put up a valiant fight and even Keiala where 
the votes belonging to hitherto opposing 
caste and religious denominations hacked 
the left front despite all the respect the people 
had for Antonv It was to some extent 
surprisingly found in Mahaiashtra where 
there was a clear Shiv Sena sweep across 
the state as a whole 
T he f ratlined vcidic t (hen w is decisively 
a verdict in favour of regional parties and 
based on local issues that touched the hearts 
of the people much more than the ‘national 
issues taken up by parties like the Congress 
and the BJP (The vanous voter surveys that 
wcic carried out this tune found that the 
people were far more interested m local 
issues - lack of dnnking water topping the 
agenda of concerns - than to things like the 
new economic policies, political stability 
and Advani’s call for surajya ) (fence the 
dismal showing of the ‘national parties’ The 
Congress was, of course almost everywhere 
with the exception of Orissa in the dumps 
There was so much of a build-up foi a BJP 
sweep round the country and an expectation 
that even though it may not get a clear 
majority it will be fairly close to it and 
therefore, in alliance with defecting groups 
like the Samata and counting on opportunistic 
politics like that of Mayawati of the BSP, 


they would be in a position to form the 
government at the centre Actually there was 
not much of a sweep, not even m states like 
UP and Bihar where the party did make fresh 
incursions (especially in Bihar taking 
advantage of a backward-forward alliance 
engineered by erstwhile socialists in the 
Samata Party) oi retained its old position (as 
in UP again taking advantage of its earliei 
manipulation of the SP BSP split) as also 
in Maharashtra taking advantage of the Shiv 
Sena sweep, but not only was there no overall 
national sweep but the party drew a blank 
in large parts of the country It is not clear 
any more that given its dismal tailure in 
converting its limited (even if largest single ) 
numbers into a majority and its 
unceremonious ouster from power that it 
will be able to retain what it gained as a result 
of special circumstances in these states 
Opposed as it is so fervently by all the 
regional parties in the south and generally 
thought of as favouring a centralised and 
unitaty state it seems to be so much at 
variance with the nature of the electoral 
vcidict of 1996 that neither its once again 
falling back on the Hindutva plank nor its 
hope to win over parties opposed to the 
Congress (as it hoped to do after accepting 
the president c invitation to form the 
government) is likely to work thus m all 
likelihood taking it bac k to the old Jan Sangh 
position m national politics 
The last ditch effort made by Atal Behan 
Vajpayee to impres the electorate on the 
one hand and the ntelligentsia on the other 
that the BJP was seeking a broader social 
base and meant to pursue a secular path by 
rejecting the idea ol a theocratic state and 
emphasising the pluralist tradition of 
Hinduism failed to carry conviction given 
the lac t that the same Vaipayce was def ensix c 
about the destruction ol the Bahn maspd 
(saying there was no conspiracy behind it) 
and in a way gav e the game away by insisting 
that its not insisting on sc rapping of Article 
370 oi other demands like a uniform civil 
code was because the electoral support it had 
got was short of a majority and that once 
it got a majority in the next election it would 
revert to the old demands The complaint 
of the BJP being treated as an untouchable 
was reiterated without realising that it was 
directly a result of what happened in Ayodhya 
following Advam s Rath Yatra, something 
that the party is still not prepared to denounce 
At any rate even if it came up with a 
si/cable numbei in the next election on 
which it is at presen fixing its sights, it is 
not likely to come anywhere near forming 
the government f it keeps insisting on 
ignoring, making light of or simply ridiculing 
the emerging alliance ol secular democracy 
For the crux of the matter is that the BJP 


is still living in the old times which hfeve 
been left behind both by the people at large 
and by the new emergent political forces that 
arc on the nsc and arc led by a new set of 
leaders parties and social formations that 
are different from traditional parties but are 
going to be quite potent in the years to come 
The point is that the voter is seeking out 
a different set of rulers from the ones provided 
so far by parties like the Congress and the 
BJP (unless the Congress undcrgoei a major 
transformation within in partial alliance with 
the new federal secular and socially resuigent 
formations) and a different style of 
distribution of power among the n^w rulers 
and between them and people’s 
repicscntatives that are to be found closer 
to the ground as well as a different model 
of what is to he achieved by parties and 
governments at not one or two but many 
levels The ‘fractured verdict is federal in 
its lull-blown sense not only in terms of the 
role of the states m the national polity and 
the consequent shift in centre-state relations 
but also by including two other dimensions 
to the federal idea the power structure and 
the institutional set up at the centre itself 
being recast to icpresent the interests of the 
states and incorporating into the new federal 
structure new types of entrants from beyond 
the centre state construct, both tern ton ally 
and socially which arc struggling to promote 
new interpretations ot old principles - 
democracy justice secularism economic 
self reliance and a clear enunciation of a 
social policy that is Ire shiv conceived and 
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addressed to the central task of empowering 
the people to themselves deal with the basic 
challenges of poverty and unemployment 
None o( this is possible except through 
political power being in the hands of the 
people based on federalism and 
decentralisation on the one hand and further 
affirmative action based on providing full 
meant ng to mandalisation on the other, which 
tn turn will entail social empowerment 
through 1 nc reased access to education, health, 
housing conttol over land and other natural 
resources in all ot which women will have 
to assume leadership roles Federalism, in 
short is at bottom a social phenomenon, 
transforming both civil society and the state, 
building further on the already growing 
diverse struggles for equity and social justice 

The same thinking should apply to the 
conception of dcccntiahsation, not a mere 
devolution of slate powci and financial 
resources but a restructuring of the 
relationship between the state and civil 
society 

It is only on this basis that the ‘fractured 
verdict can also be turned into a vote for 
stability that is also a vote for change A 
dcgrcee of stability is needed to keep the 
wheels of government running and to deliver 
the goods and reach out to the people but 
the mass electorate s understanding of 
stability is dilfcicnt from that advocated by 
parties like the Congress and the BJP It is 
stability based on a balanced representation 
ol the nation s plurality and one based on 
viewing the political piocess from where the 
people are to where the lulcrs arc likely to 
be hopefully not loo far away from them 
and this not just through decentralised units 
of centralised stiuctures of governance but 
thiough a composite t tame work that 
encompasses diveisc social segments and 
regions tmluding institutions emanating 
lroin civil society so that the stability that 
fakes place ian be genuinely sustained by 
the people themselves The coalition that 
one has in mind then is one ol a federal 
blossoming an upward social mobility for 
long suppicsstd castes a democratic upsurge 
ol minority c ommunities all in alliance with 
a new conception of a socialist secular 
interlace Incidentally even pragmatically 
speaking agcnumcl> federal s>stem m which 
nunc and mote powus and functions of 
governance ut wielded Uthc state «cvt I will 
by its natuie be more stable than a coalition 
go\ inmcnt at the centre onlv consisting ol 
a I uge number ol parties and personalities 
among other reasons because in most ot the 
states either a single party or a two party 
co ilition or a coalition ot the West Bengal 
and Kerala type will be in power 1 he multi 
paily coalition at the centre should be 
entrusted a limited range ot tasks and should 


father be seen as an all-India political 
representation of a federal, plural, society 

The only issue is can such a structure of 
representation and governance be sustained 
by a genuine spirit ol co-operation and 
cohesion, involving the playing down ol 
sources ot tension and conflicts though by 
no means underestimating them, by keeping 
personal ambitions under wraps, and through 
an exercise ot studied restraint in the face 
of multiple t ;icssure groups and demands 
from diverse social and regional sources ’ In 
particular will (he constituents ot the new 
coalition be amenable to fiscal discipline 
and not insist on a generous distribution of 
largesse by thcpnmc minister and the central 
ministers } If it is to be a government that 
is representative not of an assortment of 
interests but ol a composite conception of 
shared power that is wielded for the common 
good and it it wants to gain or retain 
credibility in the eyes of the people, it will 
need to be at once able to respond to genuine 
people s needs and exercise restraint on 
demands and pressures ot politicians and 
bureaucrats given to profligate ways that 
have little relationship to basic needs of the 
pool and the needy 

The other i ssue that remains to be addressed 
is also one of interpreting the true nature of 
representation It is the one thrown up by 
the BJP dunng its short tenure in office 
namely Irom where in the fractured verdict 
docs i>ne derive a mandate, the jan adesh f 


BJP claimed that as the single largest party 
it had the *jan adesh* The UF claims ‘jan 
adesh* on the basis of both its own wide 
spcctium coalition of parties which also has 
the outside support ot the Congress The 
reality of course is that this outside support 
was not cntical to the actual ‘jan adesh’ 
given by the people to both the NF-LF and 
the regional parties Rather, the Congress 
leadership, accepting that the verdict of the 
electorate was one of its defeat and asking 
it to sit in opposition, decided not to lay 
claim for forming the government (despite 
being the second largest party) but rather to 
extend support to the UF, in effect even if 
indirectly accepting that the combination 
represented by the UF, in partic ular inc luding 
the mandate given to the regional parties 
could claim to represent the jan adesh* more 
than cither the BJP or the Congress The real 
point, however, is what is the real nature 
of the mandate and the jan adesh ’ To me 
it is clear that it is a mandate ot scaling down 
the power of a centralised anogant elitist 
bureaucratic and autho'Kanan state 
controlled by a national global structure of 
corporate capitalism and replacing it hy a 
federal, decentralised and socially inclusive 
political order in which the mass of the 
people themselves can participate directly 
I he numbers game can be played again but 
not the mandate and not the jan adesh 
which to me is quite c lear and which I have 
tried to spell out in this article 
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Beyond Getting Prices Right 

C H Hanumantha Rao 

Economic Liberalisation in India: Analytics, Experience and Lessons by 
Decpak Nayyar (R C Dutt Lectures on Political Economy, 1993, Centre for Studies 
m Social Sciences, Calcutta, 1996), Orient Longman, pp 72, Rs 70 


SEEING the title ot the book one would 
be curious to know whether Decpak Nayyar 
is pro or anti liberalisation and what direction 
he would like the economy to take at this 
stage Nayyar is not against liberalisation ot 
the economy as such but is critical of the 
mannei in which economic reforms have 
been put sued in India since the early I99()s 
To put it m his own words, he is averse 
to camaturc perceptions either state can do 
nothing wrong or state can do nothing right 
Yet he is not as critical ot the ‘pre reform 
paradigm ot development In an otherwise 
fovthught and non dogmatic treatment of 
the subject one would look loi a hank 
appraisal ot the eaiher strategy especially 
in view ol the telling evidence accumulated 
on the breakdown of the centrally planned 
a ononnes 1 his is peihaps explained by his 
uneasiness about the cuncnt cynicism that 
state can do nothing right This prompts him 
to emphasise the positive aspects and the 
achievements ot the earhci strategy ot 
development which provide a basts for a 
senes ot suggestions tcgaiding the content 
sequent ing and speed ol reforms with a view 
to ettectively addressing the problems of 
poverty and development 
According to the author the most important 
achievements under the cailici paradigm ol 
development were the significant step up in 
savings investment and growth develop 
merit ot a diversified industrial sector and 
ensuring food secunty Among the important 
shortcomings ol the earlier period are neglect 
ol exports human resources agrarian 
reforms and slow reduction in poverty The 
author asserts that the economic crisis that 
ei upted at the beginning ot 1990s is traceable 
not to the misplaced strategy of 
development since the nud-1950s, as alleged 
by some but to the soft options adopted by 
the government in the second halt ot the 
1980s to sustain import liberalisation 
The author argues quite persuasively that 
the deflation associated with the orthodox 
stabilisation programme may lead to 
contraction of output, due to a squeeze in 
investment and woiking capital, rather than 
a reduction in demand and prices the 
outcome being stagflation instead of 
stabilisation Further, the orthodox appioach 
is static rather than dynamic as it tends to 
ignore inter-temporal considerations and 
does not quite incorporate increasing returns, 
market structures or externalities inherent in 
any process ot industrialisation Thus success 


at industrialisation he says is not only about 
resource allocation and resource utilisation 
at a mic ro level It is as much about resource 
mobilisation and resource creation at a 
macro level 

The author cites the experience of Latin 
America and sub Saharan Africa with the 
implementation of the standard package ot 
economic reforms and shows how they 
resulted in stifling long-term growth by 
overestimating export prospects and the 
availability of external finance Inflation 
redistributed incomes even as there was a 
squeeze on public expenditures in the social 
sectois so that the impact of these reforms 
on poverty was invariably adverse Thus 
according to him ad|ustmcnt with human 
tace is an illusion for the added reason that 
economies in crisis simply do not have 
enough resources for providing the so called 
safely nets 

In India over the live years lollowing 
economic reforms inflation remained at 10 
per cent despite five good monsoons in a 
row and despite no significant exogenous 
shock This could be considered a success 
he says only if Latin American economics 
are a reference point hut a failure it India s 
own past record is the norm 

The author points out that total external 
debt rose from less than one fourth ot GDP 
at the end of 1990 91 to one-third ot GDP 
during the period ol stabilisation, so that the 
proportion ot export earnings pre empted by 
debt servicing mse to 40 per cent Insofar 
as a reduction in liscal deficit does not 
always translate it sc 11 int) a corresponding 
reduction in current account debut on the 
halanccot payments a sustainable reduction 
in current account deficit, he argues may 
he easier to attain through a reduction in the 
trade deficit rather than in the fiscal deficit 
Macro-economic adjustment conducive to 
growth needs to raise the investment GDP 
ratio by raising the saving rate and export 
GDP ratio instead of allowing a 
compensatory increase in the import GDP 
ratio supported by external borrowing 

The focus of adjustment being on fiscal 
detu it rather than on revenue deficit of the 
government, budgets relied on a surplus in 
the capital accbunt to finance a deficit on 
revenue account Such a process of fiscal 
adjustment meant a massive squeeze on 
public investment The author shows that 
budget support fir key infrastructure sectors 
e g, energy, transport and communications 


registered a significant decline even in 
nominal terms leading to a decline in total 
investment as public investment ciowds-in 
rather than crowds-out private investment 
According to the author, the contraction 
in public expenditure had an adverse effect 
on rural non agricultural employment and 
urban informal sector employment In an 
effort to contain subsidies the issue pnees 
of foodgrains were raised stecpl) which led 
to a significant decline in their oil take 
Inflation was thus conccntiated in the pnees 
of wage goods which redistributed income 
away from the poor As a result the incidence 
of poverty rose, rural poverty rising steeper, 
representing a reversal of previous trends 
The author favours the dismantling ot the 
complex regime of controls Such a step, 
according to him was both neccssar) and 
desirable However the author s assertion 
that there is no concrete evidence so far to 
validate or refute the hypothesis that struc¬ 
tural reform v nuld impart efficiency and 
dynamism to the process of economic grow th 
may he a bit premature Also the author s 
fears that a rapid liberalisation of the import 
regime may force a dc industrialisation, 
especially in the capital goods sector may 
he exaggerated in the light of the more recent 
evidence m regard to the growth ot this 
sector He also strikes a pessimistic note 
when he says that direct foreign investment 
is likely to he modest even as he is right m 
saying that it cannot be an important source 
for financing current aicount deficit or 
investment in the economy Further he 
underestimates the impact of reforms 
launched sotai ( n the fortunes of agriculture 
the reforms proceeded as if agricultural 
sector does not exist or if it exists it does 
not matter It is true that retoims direitly 
affecting agnculturc have not been con¬ 
spicuous bat the experience elsewhere shows 
that the impact of economy wide reforms on 
agnculturc has been far more powerful than 
ol those dnectly at fee tine agriculture 
I he author echoes the wrdelv shared 
feeling that it would be dcsirablt to use 
capital receipts from disinvestment to retire 
public debt or to mop up excess liquidity 
and use it tor restructuring public enterprises 
and tears that the s^tlc of government assets 
and privatisation /may instead ot resolving 
the real problems ot efficiency can end up 
socialising costs and privatising htncfits' 

Fhe financial system remains under 
governed because the institutional and legal 
frameworks that would govern the markets 
have not yet been pul in place He is ilso 
not happy with treeing interest rates as it 
would no longer be possible to use them as 
a strategic tool for guiding the alloc tfion ot 
scarce mvcstible resources in a inuket 
economy Furthei a significant rise in ink lest 
rates on government securities would int re »sc 
the burden of public debt 
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One could not agree more when the author 
says that "industrialisation is not only about 
getting prices right, it is also about getting 
state intervention right* As he puts it, m a 
world of uneven development rapid technical 
progress ever-changing comparative 
advantage and imperfect market structures, 
the role of government in industrialisation 
remains vital Human rcsout lc development 
acquisition of technological and managerial 
capabilities and the creation ot institutions 


‘INFORMAI SECTOR* is a term in the 
development economics literature which has 
been used extensively by scholars despite 
severe criticisms The volume undei teview 
is a fruitful attempt in such usage I call it 
‘fruitful because while the teim is used 
without bothering loo much about a clear 
understanding of Us characteristics, the book 
succeeds in integrating various issues and 
m interpreting the term in an operationally 
meaningful way 

Following an introduction by the editor, 
15 articles have been presented i n si x sections, 
namely (a) the urban informal sectoi (b) 
urban poor and political economy of urban 
development, (c) the labour market, (d) the 
ensemble theory and policy, (c) informalism, 
(f) gender and tnformalism 

Some of the major concerns of the paper 
by Mehta in the first section are the 
characteristics of the informal sector and the 
differentiations within the informal sector 
itself Ramana and Krishna point out that 
the dichotomy of the labour market is a 
myth, though the concept of the informal 
sectorhas served ausctul purpose in throwing 
light on issues such as distribution of wages 
and incomes 

Problems and issues related to the growth 
of the urban economy are quite complex 
in nature as various forces emerging 
from immigration urbanisation and 
industrialisation interact with one another 
simultaneously To get a better picture of 
the informal sector it needs to be studied, 
as Ramana and Krishna point out, from at 
least two major angles, that is, enterprises 
andlaboui The study by Kashyap and H wan 
on the diamond shaping industry in Surat is 
stimulating The fact that the diamond 
processing industry is organised on the basis 
of firms and commission agents rather than 
firms and suppliers results in the weak 
bargaining power of the small firms 
particularly As the authors* f indings suggest, 
the earnings of the commission agents are 
almost two-thirds of the incomes ot the entire 
workforce and tour times those of the entre 
prcneurs The study by Deshi and Wadhwa 


that would regulate, streamline and facilitate 
the functioning of markets are some such 
areas The reform process neglects the 
possibilities of building on past strength in 
this regard 

This monograph reveals the author at his 
best as a teacher informative, analytical 
and not the least eloquent Balanced as his 
presentation is one wishes he was a little 
more forthcoming on the failures of 
centralised bureaucratic planning 


citing evidence from Punjab confirms that 
informal sector enterprises arc mostly labour 
■ntensive and fixed assets do not have any 
influence on earnings labour productivity 
and employment However, the econometric 
model tried in this study needs to be improved 
considerably The second equation that is 
the earnings function of the entrepreneur, 
involves too many explanatory variables 
In part two both the papers (one by 
Chakravarty and the other by Das) deal with 
the concept and growth ot the informal sector 
in the context ot the political economy of 
urban development In part three drawing 
upon his field visit in south Gujarat (Valasad 
district) Breman focuses on laboui relations 
in the formal and informal sectors He deals 
in detail with the social composition and si/c 
of the informal sector and then goes over to 
describe the recruitment process and job 
accessibility in the informal sector ‘The 
very short term and precarious way in which 
unskilled workers are incorporated into 
the labour system compels them to maintain 
a wide network of contacts * Casual 
employment in the faceof an abundant supply 
of labour weakens the workers position in 
this sector The comparison of the informal 
sector with the formal sector earned out in 
this paper is inteiesting and useful The paper 
by Hamss based on survey results from 
Coimbatore examines the extent of overlap 
and thedegree of mobility between the sec tors 
Of the five groups of workers in Coimbatore 
disguised wage workers and dependent 
workers/dependent producers and traders, 
and self-employed workers/independent 
producers and traders are taken to constitute 
the category ol petty producers and traders 
Hamss*s findings suggest that the labour 
market is highly segmented and factors like 
caste and kinship bonds are some of the 
strong determinants of job accessibility On 
the whole, industrialisation in Coimbatore 
has not really contributed to the break down 
of social divisions and ideologies although 
one would expect so 
Ray’s paper in part four of the volume 
holds the view that the path of development 


India has been following has led to rural 
underdevelopment "It fails, by and large, 
to set in motion the forces of production by 
circumventing circular and cumulative 
causation of a low level trap ** Although it 
is true, as Mathew points out, that the policies 
advocated by the ILO mostly talk about the 
development of the urban informal sector 
and not the rural sector, the position taken 
by Ray seems to be one sided Various studies 
have suggested that urban informal sector 
workers and/or the uit>an poor arc not neces¬ 
sarily the rural outmigrants In tact, many ot 
them have been residing in cities for several 
decades And this is one ot the reasons why 
policies related to informal sector workers 
and urban poverty need to be implemented 
separately from those foi the rural poor 
The papers by Mathew and Kabra are 
analytically rich and highly informative 
Kabra. while arguing that the econoniv of 
independent India inhen ted a vast and vaticd 
informal sectoi deals with the concept of 
the illegal economy compming illegal 
activities originating in different forms ol 
production He points oul three distinctly 
recognisable elements (1) aspects ol the 
organised sector belonging to higher forms 
of production which emerge in the piocess 
of violalionol vanouseconomic laws giving 
rise to the lumpen bourgeoisie (2) the 
declassed semi declassed and lumpen 
elements among the paupers and unemployed 
who are engaged m oi an associated with 
various lower forms of production and 
(3) the elements in state bureaucracy politi 
cal sphere and in the ideological apparatus 
of the civil society which not only permit 
but actively c ontinuc with and encourage the 
first two sets ol activities i c lumpen 
bureaucracy politicians and intellectuals 
In section five Usha s paper locuscs on 
labour utilisation in the tanning industry 
After the introduction ot an Export Trade 
Control Order in August 1973 with the 
purpose of encouraging the export of high 
value added finished leather and leather 
products, capital intensification m the tanning 
industry has increased considerably This 
seems to have challenged the basic 
proposition that the informal sector can 
generate employment on a large scale and 
hence rendered its relevance in a labour 
surplus economy like India unquestionable 
Finally, in section six the paper by Baneijee 
argues that given the basic imbalance between 
economic investment and the size of the 
labour force, privileges accrue differently to 
different groups, and one such group which 
has never benefited from this is the category 
of urban women workers This discrimination 
cannot however, be explained either m 
terms of demand differentials or women's 
lack of specific skills Standing and 
Bandyopadhyaya argue that the mam reason 
of women being in the lowest paid jobs and 
the secondary labour market is that they do 
not enter the labour market on the same 
terms as men 


Understanding the ‘Informal Sector’ 

Arup Mitra 

Informal Sector in India edited by P M Mathew, Khama Publisher, New Delhi, 
1995, pp 400, Rs 580 
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Draft National Policy for Rehabilitation 

Objectives and Principles 

BKSinha 

l he Draft National Polu \ for Rehabilitation addresses itself primarily to the needs of disadvantaged communities 
and proceeds from a basic assumption that displacement involves a trauma which cannot be}ull\ compensated but 
can be mitigated to a large extent in ph > sic al and ec onomu terms Among other things the polic > involves a c ommitment 
to ensure that displaced persons are better off after than before displacement and tnes to capitalise on displacement 
as an instrument of positne change However it suffers from a number of deficiencies 


I 

Introduction 

SI NCI independe ncc India has followed a 
development polity based on publk sector 
investment heavy industries mega dams 
md Ijigt st ik tnation of intr istructuic 
All these i l quire acquisition oi land As it 
h tppens i luge pit tot oui natural iesouu.es 
Iks in the lullv and foicsl aicas mostly 
inhibited hv iribils one of the most 
disadvantaged sections of the population 
following p ist colonni priclicc land ha a 
bum itquired m extrtist of the principle 
of ‘eminent domain which confeis upon 
the govt inment the powi r to take ovc r private 
piopcity for public puiposts Thu> 
involuntary ic settlement has been the 
unintended compimon ol development 
In most cases compensation for land 
acquisition has been pa'd in cash based on 
prices below the prevailing market prices 
I he privileged caster and the communities 
with superior economic resouiccs and human 
capital had a hettei absorptive capacity foi 
thisfoimofcompcns ition Iheywue more 
often than not able to absorb the shock and 
rehabilitate themselves Foi the tribals 
however displacement has meant a loss of 
livelihood and habitat severance 1mm an 
eco system whic h had sustained them ear hei 
and above Jl social disruption It meant a 
catastiophe they could not cope with Nor 
did they share in the fruits ol the sacufices 
they were c ailed to make in the name ol the 
nation This gave rise to growing protest 
movements holding up the progress of the 
projects causing destruction to life and 
property and generally imposing an 
efficiency cost on the system 
The governments were compelled to 
rethink Many state governments and 
ministries of the union government produced 
theirown versions of rehabilitation packages 
foidisplaccdpeisons Thisdidnot however, 
reduce the social conflicts or the efficiency 
burden to any appreciable extent In 1993 
it was finally decided to formulate a national 
polic y for rehabilitation of displat ed persons 
As director of land reforms in the ministry 
of rural development I was associated with 


the preparation of a draft of the proposed 
national policy 1 his document has come to 
be known as the draft policy (see pp 1541- 
45] 1 his draft policy proceeds from a basic 
assumption that displacement involves a 
tiauina which cannot be fully compensated 
but can be mitigated to a large extent in 
ph>snal and economic terms The draft 
policy addresses itself primarily to the needs 
of disadvantaged communities Among other 
things it involves a commitment to ensure 
that displaced pci sons are better off after 
than before displacement, and tries to 
capitalise on displacement as an instrument 
of positive change This article is a personal 
assessment of the policy and seeks to explain 
some of its underlying assumptions 

I his paper aims to provide an under¬ 
standing of the objectives and principles of 
the diaft policy As the draft policy is 
available this papci does not rep r oduce its 
piovisions and only explains them insofar 
as they help in the understanding of the 
underlying objectives and assumptions ot 
this policy 

It must be clarified that the Draft National 
Policy is only an approach to rehabilitation 
It has been made as broad-based as possible 
by taking into account the published 
materials and viewpoints of different 
mini sines of the government of India and 
the recommendations made by a group of 
NGOs and activist 4 involved with the 
problem (including Medha Patkar Baba 
Amtc and Smitu Kothan) 1 Yet. it would 
be presumptuous to claim that the draft 
policy represents a national consensus It 
is hoped that over a period of time 
journalists and others interested in this area 
will also be consulted The purpose of this 
paper is not to deiend the content of the 
draft policy but rather to highlight the 
principles on which it is based, the 


assumptions underlying it and the points 
on which a national consensus would be 
necessary It should be perceived as a 
starting point rather than as a conclusive 
statement of the government s piopused 
policy 

II 

Background 

CoMPi lsory Land Acouisnion 

As mentioned above, many of India's 
natural resources are located in areas mostly 
inhabited by tribals and other deprived 
set tions of the population The location of 
mineral resources has led to industrial growth 
in these areas The cumulative land 
requirements of the government and the 
pnvate sector add up to si/cable areas and 
raise the spectre ol involuntary resettlement 

Most of the people facing involuntary 
resettlement belong to deprived groups 
especially tnbals Protective land legislations 
and a growing awareness ot the value ot land 
have meant that the tnbals are still left with 
a corpus of land resources In some cases 
the corpus has been supplemented by 
distributive land reforms [Sharma 1993] 
Acquisition, however, leads to the permanent 
depletion ot this corpus It should be added 
that tnbals derive a large part ol their 
sustenance from common property resources 
(CPRs) including the adjoining forests [see, 
eg.Jodha 1991] As BD Sharma has stressed, 
even if there is no actual acquismc.i ot the 
land formally belonging to the tnbals. the 
acquisition of forest lands for setting up 
mega projects results in the depletion of 
their source of livelihood Since the basis of 
tribal life is the natural environment, 
displacement means the disruption in an 
entire way of hie 
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Land acquisition 19 on the concurrent list 
of the Indian Constitution Land can either 
be purchased directly or acquired through 
any of the relevant legislations created by 
the state or central governments The land 
requirements of public sector projects as 
well as ol the major private sector projects 
are met through the Land Acquisition Act 
1894 Section 16 oi the act stipulates that 
When the district collector has made an award 
under Section 11 of the act he or she may 
take possession of the land which shall 
thereupon vest absolutely in the government 
free from all encumbrances The owner 
compulsorily loses his nght, title and interest 
to the land m return for a cash compensation 
declared under the terms ot the award The 
principle invoked is that of a 'golden 
handshake 

In 1984 the Land Acquisition Act 
(hereafter LA Act) was comprehensively 
amended based on the recommendations of 
the Law Commission A Land Acquisition 
Review Committee headed by Justice A N 
Mulla was constituted which held due 
consultations with the state governments 
The aim was to make ihc LA Act internally 
efficient, while strengthening the nghts of 
the individual and guaranteeing a modicum 
of public accountability'’ The governing 
principles, however remained the same 

In addition to the LA Act, land can be 
acquired under a numbet of other acts Yet, 
the LA Act 1894continues to be the principal 
instrument for compulsory acquisition of 
land r India There has been a noticeable 
tendency on the part ol the state governments 
to enact special legislations foi each major 
project without regard for uniformity As 
the legislative provisions of the act vary 
from project to projec 1 this leads to selecti ve 
justice The Conference of the Revenue 
Secretaries of States (July 1989) has 
recommended that all lands should be 
acquired under the provisions of the LA Act 
1894 alone and other laws repugnant thereto 
should be amended or repealed altogether 
(Government ot India 1989] 

The LA Act has a provision under 
Section 11( 1) for the grant of land in lieu 
of money compensation, but the provision 
has seldom been used As cash compensation 
alone has not been acceptable to the majority 
of tribal people, especially in areas where 
large-scale displacement has taken place it 
had become the practice particulaily in the 
coal companies to give jobs at the rate ot 
one person per family in addition to cash 
compensation (this was a common practice 
until February 1986) Other benefits like 
developed or semi developed house sites 
shifting allowances prclerential employment 
of the other memhat s ot the projec t displaced 
families in Group C and D jobs were also 
added to cash compensation in many 
resettlement packages with different norms 
being followed at different places and 
undertakings In many instances however 
the package was never worked out Where 


it was worked out, its size depended on the 
bargaining strength of the project affected 
persons (PAPs) There were instances where 
a package was evolved but not implemented 

In February 1986, the Bureau ol Public 
Enterprises instructed that ‘any under 
standing, formal or informal, in regard to the 
olterol employment to one member of every 
dispossessed family in the project, will stand 
withdrawn This further restricted the scope 
ol rehabilitation programmes In addition 
increasing mechanisation of production 
processes and the use of labour saving 
technologies led to a shrinkage in the 
employment opportunities generated by 
many projects particularly in unskilled and 
semi skilled jobs In short, the experience 
so far suggests only limited scope for 
supplementing the provisions ot the LA Act 
with employment based compensation 

Towards a Ntw Polk y 

The need for reconsidering the policy of 
compulsory acquisition of land has been 
evident for some time It has been widely 
felt in particular that due to the lack of a 
sufficiently holistic perspective all the 
relevant issues in this area have not been 
identified and addressed For instance in 
amending the I A Act the policy makers 
attempted to bring about a rapprochement 
between the interests of the displaced 
landowners and those ot the state yet they 
failed to consider the interests of the 
dependent groups who did not foimlly own 
land and yet were displaced Thus the LA 
Amendment Act 1984 while being a step 
in the nght direction tailed to ofler a 
comprehensive solution to the problems of 
all sections of the displaced population 

In order to ensure a more holistic jppioac h 
to resettlement policy, the draft policy has 
taken account ot earlier judicial 
pronouncements Article 19(l)(e) of the 
Indian Constitution provides not only for a 
nght to life but also for a right to live with 
dignity The courts, particularly the Supreme 
Court of India have been taking an 
increasingly humane view ot the problems 
created by displacement In a series of 
pronouncements the Supreme Court held 
that a rehabilitation package has to be 
provided before people are actually displaced 

In Lalchand Mahto and others versus Coal 
India the Supreme Court held that it is 
obvious and wc think it should be icgarded 
as basic to every developmental programme 
that before any developmental project is 
taken up the social cost involved in it must 
be evaluated with a view to balancing the 
advantages of such developmental project 
against any resulting disadvantages Ol 
course when we say this, we do not wish 
to suggest that developmental projects < hould 
not be undertaken merely because they may 
result m displacement ol large numbers of 
people but every developmental project must 
provide foi simultaneous rehabilitation ol 
the persons who are thrown oui of their lands 


and houses on account of aequisittoirottand 
for such developmental project No 
developmental project, however laudable, 
can possibly justify impoverishment of large 
sections of people and their utter destitution 

In the same order, the court took serious 
exception to Coal India s attempt to displace 
the tribal land-users without prior 
rehabilitation, and appointed K B Saxena 
(presently additional secretary to the ministry 
ot agriculture and co operation) to ensure 
that a reasonable package is worked out 
Saxena was also directed to nominate two 
social activists or representatives of social 
action groups who would personally ensure 
that the directives of the tour! are earned 
out in the field By associating activists with 
the process of rehabilitation this judgment 
represents a landmark injudicial histoiy and 
a revolutionary departure from the past 
Lalchand Mahto versus Coal India was not 
the sole such judgment 1 he Supreme Court 
made its intentions abundant!v clear in a 
senes ot other judicial pronouncements 
including Shri Jagannath Majhi versus Union 
of India and othcis 4 Similar principles had 
also been reaffirmed earlier in the case of 
Kocl Karo Hydro Flectrit Project m Bihar 1 

Internationally the human light versus 
dexclopment debate is increasingly being 
settled in favour of the former particularly 
when it relates to tnbals and weaker sections 
of the society The Indigenous and Tnbal 
Population Convention 1957 (Convention 
No 107 ot the International Labour 
Organisation) ratified by India provides in 
Aititle 12 that when tnbal populations are 
removed without their Iree consent from 
their habitual territories they should be 
provided with land of quality at least equal 
to the land previously occupied by them and 
which is suitable lor the provision of then 
present needs and future development In 
cases where alternative employment 
opportunities exist and where the displaced 
prefer cash compensation or in kind they 
shall be so compensated Increasingly the 
international bodies arc prepared to enforce 
this convention and this is reflected in the 
policies ot the World Bank and other IJN 
Insii'utions 

The World Bank was the first international 
development agency to respond to the 
complexity of the problems engendered by 
displacement by adopting a policy resolution 
in 1990 which laid down a formal policy 
and institutional procedures to address 
issues relating to the displacement process 
and subsequent resettlement needs 
(Annexure IV) By adopting this policy, the 
Bank rejected the argument that 
impoverishment ol the displaced was an 
unavoidable if unfortunate facet ot 
development Nowadays international 
funding agencies often demand independent 
assessments of the social aspects of the 
implementation ot development projects by 
NGOs as a pro condition for extending 
assistance 
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Another factor which has contributed to 
the evolution of the draft policy has been 
the rising resistance to projects by the 
displaced, which may or may not take the 
form of militant protest. In the Koel Karo 
Project in Bihar, the resistance by the 
displaced population was militant. Whenever 
the project team went to the worksite at 
Lohajimi, it encountered heavy resistance 
from armed local tribal s. 7 The project incurred 
heavy cost and time overruns on account of 
this resistance, and the project cost had to 
be revised upwards from Rs 405 crore to Rs 
1,200 crore. The resistance arose mainly 
because the local population felt that they 
were not going to benefit from the project. 

On the other hand, inthe Narmada agitation 
the resistance was moreGandhian in character 
and by and large marked by an absence of 
violence. This agitation, however, attracted 
wider national and international attention. 
While the government of India and the 
Gujarat government have pressed on with 
the construction work, there has clearly been 
signs of worry in their attitude. A notable 
feature o! the Narmada movement was the 
confrontation between the pro-Narmada and 
anti-Narmada agitators. As may be expected, 
the benefits arising from the Narmada dams 
accrue to individuals who are not affected 
hy the displacement and belong to relatively 
belter oti sections ot the population. 

Growing awareness among depressed 
groups ot the population of their bargaining 
strength in a democratic country is yet another 
factor contributing to the growth of such 
protest movements. By demonstrating their 
voting strength on more than one occasion, 
these groups have shown that their support 
can no longer be taken tor granted. Both the 
displaced population and political parties 
have come to realise that these agitations can 
have important fall-outs in political terms. 
This has. on occasion, compelled the ruling 
elites to change their policies. 

On the policy front, events have moved 
rather slowly over the last decade. In 1986, 
the Bureau of Public Enterprises decided 
that each land acquisition unit should also 
have a small rehabilitation cell attached to 
it to identify persons who arc to be treated 
as displaced. The cost of running this cell 
would be met by the project authorities. 
Rehabilitation assistance was also provided 
for but the provision was rather limited in 
character.* 

The issue of formulation of guidelines for 
rehabilitation of project oustees was taken 
up by the committee of secretaries. The 
committee considered the two notes brought 
on the issue by the ministries of coal and 
rural development, respectively. It was 
decided that compensation alone is not 
sufficient to address the needs arising from 
community displacement, the lossof resource 
base and livelihood and subsequent 
resettlement. Nor could it adequately 
compensate for the suffering borne by the 
landless, the weaker sections of the 


population, the landless tribal population 
and those who do not own land but are 
nevertheless land dependent. 

This led to the decision that a national 
policy on resettlement of project-affected 
persons should cover not only those who 
hold land titles but also tenants, share¬ 
croppers, landless labourers, and those who 
carry on any trade, occupation or gainful 
activity in the affected areas and who are 
deprived of their livelihood. 4 The ministry 
of rural development was entrusted with the 
task of evolving a suitable national policy. 
This was circulated in draft form as a letter 
of the ministry dated June 8, 1993.'° 

The draft policy was referred to 15 
concerned ministries and departments, and 
their comments have been taken into 
consideration. In addition, as the major part 
of the implementation of the proposed 
national policy is the responsibility of state 
governments, it has been considered desirable 
that they should also be consulted. 

In fact, the Committee of Secretaries in 
its meeting dated May 4, 1993 had clearly 
envisaged wider consultations. The principal 
objective of this policy is the creation of a 
broad national consensus. Until those 
working with the displaced and thedisplaced 
themselves are involved in these 
consultations, the objective of this policy 
shall remain untullilled. While a policy 
document formulated by the National 
WorkingGroup (which included Girish Patel, 
Medha Patkar, B D Sharma, Pradeep Prabhu, 
Smitu Kuthari and others) has beer, 
considered and accommodated within the 
draft policy to the extent feasible, the process 
of consultation and consensus on the issues 
concerned will remain incomplete until such 
groups are brought on a platform and allowed 
to debate the draft policy. In addition, the 
process of consultation should be extended 
to groups which cannot be represented at the 
national level, via regional consultations. 

Ill 

Draft National Policy: 

Objectives and Principles 

Displacement and Rehabilitation : This 
paper is unequivocal in not supporting 
displacement as a deliberate choice. Rather 
it is concerned with improving the 
circumstances of 'involuntary resettlement’, 
which consists of two distinct yet socially 
related processes: displacement and 
rehabilitation. Displacement refers to the 
process of expropriation of land and other 
assets in order to allow a project to proceed 
for the overall social good. Displacement 
may be total or partial. Total displacement 
occurs when, in addition to the loss of 
livelihood, there is a loss of home and hearth. 
Otherwise displacement is termed partial. 

Rehabilitation refers to the process of 
reconstruction of the livelihood of displaced 
persons. Rehabilitation in this broad sense 
has not been the guiding principle so far. 


Rather, the emphasis has been on cash 
compensation for loss of land and other 
causes of hardship. In part, this is because 
of the recent origin of the concept of 
rehabilitation. This concept accepts the 
debatable premise that most projects causing 
displacement are beneficial for the larger 
society, but also recognises that for project- 
affected persons displacement represents the 
imposed unravelling of their economy and 
society. This may occur through the 
dismantling of production systems, the 
dislocation of long-established residential 
settlements, the scattering of kinship groups, 
the disruption of traditional structures of 
authority and solidarity, and related 
processes. 

This breakdown is more complete in tribal 
societies because of the largely non- 
monetised and non-commercialised nature 
of their economic and social systems. Social 
and cultural institutions are very important 
in such societies. For instance, the ‘sarna’ 
(the abode of the spirits), 'dhumkuria* 
(dormitories for initiating the youth into 
life) and the ’hargadi* (where the bones of 
the ancestors are buned) are the three social 
institutions around which the life of the 
Mundas in Chhotanagpur revolves. 
Displacement leads to the abandonment of 
these institutions, and the concomitant 
severing of links with the past cultural life 
of the society. The society faces not only 
physical impoverishment but socio-cultural 
disorientation and a net social loss. Clearly 
in such contexts it becomes particularly 
important to consider to what extent 'total 
rehabilitation’ is possible. 

Total Rehabilitation: It is clear that the 
notion that the costs of displacement can be 
met by cash compensation is untenable. 
Further, the practice of partial rehabilitation, 
whereby one member of each displaced 
family is given a job in addition to cash 
compensation, is also insufficient. 
Combinations of cash compensation, a job 
per family, and ad hoc resettlement provisions 
have also been tried and found wanting. 

Instead, the draft policy has come up with 
the concept of ’total rehabilitation’, which 
is a multi-dimensional response to 
displacement geared to the full rehabilitation 
of all persons living within the eco-system. 
The rehabilitation covers the entire 
community including the landless labourers, 
tenants, landholders, houseless, householders 
and even the unemployed and the forest 
dwellers. The social dimension covers 
cultural and religious costs of displacement. 
Finally there is the economic dimension 
which includes the upgradation of skill levels 
and the accumulation of physical assets as 
well as social capital. The rehabilitation is 
’total' in the sense that the government's 
responsibility to undo all the disruptive 
effects of displacement extends to all 
members of the eco-system until they attain 
a higher rank on the quality of life index 
(see Annexure IV). The individual project- 
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affected person is at the centre of the 
rehabilitation process. This process may be 
given a layer interpretation wherein the 
process starts with the individual and moves 
outwards to the community and finally to 
the ecological system. 

Land Acquisition versus Free Market', 
Some authors hold that there should be no 
compulsory acquisition of land by the 
government. Instead, the landholder’s 
decision to sell his land is a matter which 
should only concern him, his community 
and the buyer. The exercise of 'eminent 
domain' by the government (through the LA 
Act) against the weaker sections is unfair as 
the displaced population is not compensated 
for the net loss in real terms." 

This reasoning leads towards a free-market 
solution, with the price of land governed by 
the laws of supply and demand. If tribals 
have enough community bargaining strength, 
and given the locational advantages of their 
land, they can charge a monopoly price for 
their land. As long as the cost of locating 
industry elsewherccxcceds this price, project 
authorities will agree to pay. Proponents of 
free-market theory argue that current 
legislation deprives displaced communities 
of the opportunity to bargain for monopoly 
prices. 

This reasoning, however, fails in the case 
of tribal lands. The government is a necessary 
party to all transactions in respect of these 
lands. Due to the continuous erosion of the 
corpus of land held by the tribal community, 
the stales have had to initiate restrictive 
measures on their transfer. Tribal land is 
non-lransferable in most of the states of the 
Indian union unless the permission of the 
competent authority is obtained. Thus, there 
exists no mechanism to adjudge the market 
price of land in these areas. Despite these 
stringent measures, however, tribals have 
been losing land gradually. 

In addition, there is the issue of bargaining 
strength. Due to lack of education, 
information and investment opportunities, 
and to social pressures and economic 
hardships, a tribal is often in no position to 
bargain for monopoly prices for his land. 
Allowing frcc-markct transactions in land 
would simply lead to the exploitation of the 
tribals by non-tribals. Further, tribals often 
do not have the capacity to absorb a large 
inflow of cash. The free-market solution, 
thus, would only lead to the liquidation of 
tribal land resources. 

Need’based Land Acquisition: This has 
been one of the guiding principles of the 
draft policy. Land appreciates in value due 
to its growing scarcity. It is acommon practice 
on the pan of both government organisations 
and private enterprises to exaggerate the 
land requirements of development projects 
and then make profitable use ol the acquired 
land in future equity restructuring. The 
incentive to acquire land in excess of true 
requirements arises because of the possibility 
of obtaining land at below market prices 


through compulsory acquisition. 12 Thedraft 
policy proposes to put an end to this practice 
by insisting on an independent assessment 
of land requirements, to be made by an 
independent committee consisting of 
members of the district administration, 
experts, elected representatives and 
representatives of voluntary groups. 

The draft policy provides for a review of 
the land already in the government corpus 
or with the private enterprises on a continuous 
basis. This is because substantial areas of 
land already acquired often lie unused while 
fresh acquisition proceeds. The draft policy 
envisages that the existing unutilised land 
should be used first, in an economical manner, 
before further acquisition is undertaken. 

Creating Perfect Information Flow : It is 
common to find that sections of the society 
with better prior information use it to 
purchase land cheaply in order to get higher 
acquisition prices or rehabilitation benefits 
or both. The ranks of the displaced are 
artificially swollen by such speculators. 
Being more articulate and having a higher 
rent-paying capacity, such trespassers arc in 
a position to elbow out the genuinely 
displaced persons. 

The draft policy proposes to overcome 
this by creating a perfect information flow. 
This may take the form of surveys for 
identification of the beneficiaries with 
stipulated cut-off dates. Undertaking such 
surveys in the project areas has been common 
practice. However, what distinguishes the 
proposed surveys is the involvement of 
voluntary agencies, the empowerment of the 
projcct-affccted persons, and gender 
sensitivity. It is expected that they will help 
to create a continued and reliable flow of 
information on project-affected persons. The 
first requirement of successful rehabilitation 
is adequate information and competent 
perspective planning. 

Empowerment of Project-affected 
Persons : This is the key concept of the draft 
policy, which recognises that the displaced 
have often been forgotten as far as 
rehabilitation planning is concerned. The 
draft policy states that the projcct-affccted 
persons (PAPs) would be required to organise 
themselves as a pressure group represented 
on the implementation committee for 
rehabilitation, the other constituents of this 
body being the project authorities, the NGOs 
and the district administration. It is expected 
that NGOs will articulate the views of the 
PAPs, while the district administration will 
act as an honest broker. 

NGO Participation : The involvement of 
NGOs in development programmes has 
grown quite rapidly over the past two 
decades. It is estimated that almost 1,00,000 
NGOs arc now active in various fields. ITieir 
role has increased so greatly that they are 
now designated as the voluntary sector, 
distinct from the private and the government 
sectors. NGOs have been increasingly sought 
after by government programmes not only 


on account of their lower delivery costs, 
reduced rent-seeking and lower transaction 
costs, but also due to their superior social 
mobilisation, the innovative character of 
their projects, and their watchdog character 
inducing people to demand better services 
from the government [Gulati et al 1995], 
The government of India has recognised this 
role and has constituted a Joint Machinery 
for Collaborative Relationship between 
Voluntary Agencies and Government." 

It is worth noting that the continued 
activism of voluntary organisations for the 
cause of the displaced has been a source of 
strength for PAPs all over the country. It is i 
well recognised that these groups have been | 
instrumental in directing the national focus 
on the plight of the displaced. In recognition 
of this role, the draft policy seeks the 
permanent association of voluntary 
organisations, including at decision-making 
levels, in order to ensure better social 
mobilisation and articulation of the relevant 
problems. Contrary to the popular belief that 
such association may result in matters getting 
delayed, the draft policy visualises improved 
and speedy decision-making. 

Compensation and Its Management : The 
principles determining compensation have 
been reiterated as those provided under the 
LA Act 1894. The provisions of this Act are 
to be used in preference over others, both 
to ensure uniformity and because of its more 
liberal provisions. However, as tribal lands 
are non-transfcrable their market value cannot 
be assessed. The draft policy provides for 
the determination ot compensation on the 
basis of their capitalised value and of the 
investments made thereon in terms of 
standing structures, trees, etc. The guiding 
principle is that if there is a house on the 
acquired land its value would be calculated 
not in depreciated terms but on the basis of 
today’s construction costs at market prices. 
Thus the principle of compensation is the 
construction value of the assets (in other 
ways, the actual replacement value). 

A notable feature of the draft policy is the 
incorporation of group decisions regarding 
the use of compensation payments. In the 
absence of absorptive capacity on the part 
of the displaced land-users, large monetary 
compensations may be inappropriate. There 
are innumerable instances of tribal 
communities having dissipated 
compensation payments on liquor and 
various forms of conspfcuous consumption. 
To avoid this, the draft policy provides for 
investment of compensation payments geared 
to the creation of future assets on the basis 
of community decision. This decision is to 
be taken jointly by the individual, the 
community and the NGO groups. The 
individual will be provided a sufficient 
amount for his seasonable maintenance, but 
not far in excess of his consumption 
requirements. This emphasis on investment 
of compensation payments, based on 
collective decisions, is a novel aspect of the 
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drift policy. Another point deserving 
particular mention is the provision for 
investment towards the creation of human 
capital, particularly for the children of the 
displaced. Here again, the emphasis is on 
sound investment to ensure sustained 
economic recovery after displacement. 

Reduction of Conflict: Delayed 
implementation of public and private sector 
projects entail major efficiency losses [Jalan 
1992]. Time lags in implementation arise 
due to several factors and result in cost 
overruns and additional debt-servicing 
liabilities, depending upon the nature of 
investments. One of the relevant factors is 
resistance by project-affected persons and 
other local residents. This factor of retardation 
in project implementation has not been 
intensively studied, except for some 
sociological studies. The Koel Karo project 
is a classic exampleof cost and timeescalation 
due to resistance by PAFs, with a rise in costs 
from Rs 440 crore to Rs 1,200 crore. The 
Narmada Valley projects provide another 
example of resistance-induced delays and 
cost escalation. 

It is expected that the national policy, by 
providing the basis ol a consensus on 
resettlement and rehabilitation, will 
substantially reduce the risk of resistance- 
induced costs and delays. Of course, it cannot 
be inferred that all conflicts will be totally 
eliminated. However, the provision of a 
conciliatory framework, and of a stake for 
the displaced in the progress of the project, 
will definitely reduce the intensity of conflict 
and the magnitude of conflict-induced costs. 
In that sense, the investment made in 
rehabilitation measures can be expected to 
have a high return. Thus a national policy 
is sound economics, aside from being 
imperative from the point of view of the 
well-being of project-affected persons. 

Enhancement of Human Capital : The draft 
policy strongly emphasises the enhancement 
of human capital. For those likely to find 
employment in the project itself, it provides 
for job-related training commencing as soon 
as the project decision is taken. In addition, 
it provides for training geared to skill¬ 
intensive trades and self-employment. 

For the children of PAPs, the schooling 
facilities envisaged are at par with those 
accessible to an upper middle class child. 
The policy stipulates minimum standard 
norms for the provision of schools and 
teachers to these children. The draft policy 
also envisages that a part of the interest from 
the compensation money could be used to 
finance the education of the children of the 
PAPs in good public schools or educational 
institutions of excellence. 

Thus, rather than the mere accumulation 
of physical capital it is the accumulation of 
human capital for all categories and age 
groups of the PAPs that is at the centre of 
the programme, with technical training being 
given priority. There are provisions for the 
opening of technical training institutes in 


eases of large-scale displacement. This 
emphasison human capital is aime d at rai sing 
the Total Factor Productivity (TFP) of 
individuals, a concept emphasised in South 
Korea and other east Asian countries. 

Project Employment : The experience of 
providing project-related employment to 
displaced persons has been dismal in the 
past. Project employment has often gone to 
undeserving or unrelated persons, for reasons 
discussed earlier. The draft policy seeks to 
transfer the appropriate decision-making 
powers to the project implementation 
committee (PIC) in which the PAPs and the 
NGOs play a significant role. The PIC will 
take decisions regarding the number of jobs 
to be provided, the timing of employment, 
etc. It is expected that the jobs and other 
benefits flowing from the project will be 
channelled to the deserving PAPs. 

In the past, PAPs have been denied skilled 
and semi-skilled jobs due to their lack of the 
requisite technical abilities and training. The 
policy provides for the undertaking of a 
survey as soon as a project is conceived, and 
the forming ot a project implementation 
committee. This committee would have a 
major say in selecting candidates from 
amongst the PAPs and providing them with 
technical training so that they are in a position 
to apply for jobs by the time displacement 
occurs. The scope of this skill-formation 
programme extends to all the unskilled and 
semi-skilled categories and may be extended 
to skilled categories 

Cutting across the Dependency Syndrome: 
In the past, the burden of direct employment 
of the displaced has often fallen heavily on 
projects, resulting in a permanent efficiency 
cost. Every project has an acceptable 
investment-employment ratio, or ratio of 
skilled and unskilled jobs. This ratio often 
gets disrupted due to the pressure of demand 
for jobs from displaced persons. It also gives 
rise to a dependency syndrome which 
imposes heavy efficiency burdens on the 
project and the economy as a whole, 
industries with high efficiency burdens may 
not survive the opening of the economy to 
international competition. The draft policy 
makes another departure from the past by 
seeking to remove this dependency 
syndrome. 

The draft policy provides for employment 
of the displaced in project construction and 
related jobs. Sufficient economic activities 
are usually generated during the construction 
phase to sustain a large section of the PAPs 
even during the pre-displacement stage. In 
thecaseof the Koel Karo Project, forinstance, 
it was estimated that 480 million cubic feet 
of stone chips and stone bricks were required. 
These could be supplied by co-operatives of 
displaced persons, many of whom already 
had the necessary primary skills. Even if 50 
per cent of these jobs were to be met by the 
PAPs, their rehabilitation would be complete 
even before displacement occurred. This 
would drastically reduce the dependency 


syndrome [Government of Bihar 1986]. 

Projects generate forward linkages, 
including those in the ancillary sector as 
large industries provide stimuli for growth 
in other sectors by the creation of both 
demand and supply. These projects support 
human population including that in middle 
and high income groups, which, in turn, 
generates a demand for goods and services. 
The draft policy envisages training for PAPs 
in entrepreneurship and the provision of 
capital assets so that they may meet such 
demands. Some PAPs could be given sites 
for grocery shops, hotels und performance 
ot other services. The draft policy thus 
includes a comprehensive plan for self- 
employment. 

However, there exists a real fear that the 
PAPs may use their bargaining strength to 
extract permanent jobs from the project 
beyond the project’s capacity. But it is also 
felt that if there exists a composite package 
of benefits, and if a symbiotic relationship 
between the project and the PAPs has been 
established, then the latter will act in the 
interest of the project. Moreover, once the 
bargaining strengths of both parties are in 
balance, an equitable solution is bound to 
emerge. The NGO groups are expected to 
play the role of facilitators in this process. 

Creation of Symbiotic Relationship : Many 
projects arc resisted by locals who do not 
perceive any direct benefits from the project. 
In fact, benefits in the form of employment 
and economic activities start flowing from 
the project from the very day when ground 
investigation begins. But these benefits are 
usually appropriated by those with greater 
human, social and physical assets. 

The draft plan provides that PAPs should 
be integrated into the project by being allowed 
access to these benefits It also spells out 
how this may be achieved. PAPs are to be 
provided the requisite training, capital assets 
and opportunities. Much would also depend 
on the development of the infrastructure for 
enhancing human capital in the locality. In 
areas with a good industrial base of small 
and medium industries, a large skilled and 
semi-skilled manpower base, and a deve¬ 
loped communication and banking system, 
downstream employment effects and 
labour absorption are likely to be higher, 
with benefits starting to flow even before 
the project is commissioned. This improves 
the chances of establishing organic 
economic relations between the PAPs, the 
local population and the project, and of 
creating a positive force in favour of the 
project. 

Social Rehabilitation : The resettlement of 
displaced persons is usually the most 
neglected aspect of project management. 
Often the displaced are removed from their j 
home and hearth and put into hastily- i 
constructed and ill-designed houses in alien j 
surroundings with little social integration. ! 
The draft policy, by contrast, provides for 
the re-creation of social institutions for the 
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displaced. Houses must be constructed on 
the same pattern as those left behind, except 
where upgradation is sought. Likewise, the 
draft policy provides for re-creation of the 
environment. This requires close interaction 
between the displaced persons and the 
planners. 

The PAPs would also be required to work 
on the construction of the new houses, for 
which they would be paid wages. This is 
necessary both to ensure a sense of 
involvement of the displaced with the 
resettlement site and to provide them with 
an opportunity to reconstruct their 
environment. Social forestry, creation of 
common facilities, etc, may also be 
undertaken on lines similar to what they 
have left behind. 

It would, however, be a mistake to assume 
that the new habitat need be an exact replica 
of the old. Instead there is scope for 
upgradation of certain essential features like 
latrines, drainage, soak pits, roads, school 
grounds, ponds, dispensaries, drinking water 
sources, panchayat ghars and schools. These 
improvements could play a major role in 
improving the quality of life for displaced 
persons. The draft policy provides for a 
minimum standard of Quality of Life Index 
for its resettlement programmes. 

It is also essential that the PAPs should 
not be resettled in a completely alien 
environment. Resettlement should be in an 
environment as similar as possible to that 
which they have left behind. Past experience 
suggests that, whenever people have been 
taken from one group and settled amidst a 
different population, conflicts have arisen. 
For instance, the Munda tribals displaced by 
the HEC (1957-62) were resettled with other 
tribals belonging to a different Khuh and 
Killi. This created social discord amongst 
the two groups, whose members found it 
difficult to share common graveyards and 
religious places. It is, thus, necessary to be 
aware of the possible need to preserve some 
social and cultural homogeneity. The best 
persons to decide where they should be 
resettled arc the PAPs themselves. The draft 
policy provides for such participatory 
decision-making processes. 

Displacement potentially leads to the 
breakdown of the social order. A remedy is 
to try to preserve the old order as far as 
possible in the new environment. The tribals 
have a democratic way of life involving 
community decisions. The draft policy 
envisages that the old institutions like Parha, 
Pujar, Ojha. Munda, Manki and other 
community institutions shall be maintained 
for the sake of social continuity. 
Traditionally, these institutions have been 
maintained by making provisions of land for 
them. 

Cultural Rehabilitation: The draft policy 
provides for safeguards against cultural 
disruption. It recognises that, in order to 
overcome the loss of cultural moorings, a 
cultural rehabilitation plan is necessary. This 


plan includes rebuilding of churches, temples 
and other institutions like Masna, Santa, 
Hargarhi,etc. It has been questioned whether 
certain institutions like Hargafhi could be 
recreated. However, as pointed out by S P 
Sinhaof the Tribal WelfareResearch Institute 
(Ranchi), the migration of Munda and Oraon 
has continued for centuries and wherever 
they have taken up abode they have created 
such institutions [Sinha 1986]. 

Re-establishment of social institutions like 
Dhumkuria, Akhada, etc, is also proposed. 
The draft policy considers them as providing 
the fabric of tribal life. These institutions 
vary from time to time and provide the social 
cement for the displaced communities. The 
draft policy emphasises the continuation and 
maintenance of the social order via such 
institutions. 

Land-for-Land Rehabilitation : The issue 
of the provision of land-for-land has been 
a contentious aspect of rehabilitation 
planning. Activists argue that since most of 
the displaced persons, particularly the tribals, 
are engaged in primary activities, their sole 
skill is agricultural. The tribal society respects 
agriculture as a livelihood. When a PAP 
loses his livelihood and becomes a wage 
labourerhe suffers social degradation. Hence, 
the tribals must be compensated on a land- 
for-land basis. The opposing government 
stance has been that the corpus of government 
lands stands depleted. Hence, compensation 
on a land-for-land basis is not feasible. 

The draft policy states that persons who 
have no means of livelihood other than 
agriculture are to be provided land on a 
proportionate basis, particularly those 
belonging to the scheduled castes and 
scheduled tribes, subject to a presen bed 
ceiling limit. The draft policy also provides 
that tenants should be given land after their 
claim has been assessed by the PIC. The 
minimum area of land to be given would 
depend upon factors such as land 
productivity, irrigation facilities and the value 
of the land. The cost of development of the 
land allotted is to be borne by the project. 
The PIC would also assist the PAPs in the 
purchase of land, so that they are not cheated. 
They are also to be exempted from the pay¬ 
ment of stamp duties and registration fee. 

In defence of the principle of proportionate 
compensation, one can only say that land 
compensation on a one-to-one basis is not 
feasible in most cases. One-to-one 
compensation was not even adopted in the 
case of the Punjab immigrants, for whom 
a system of weighted average was introduced 
[Singh 1969]. However, enough flexibility 
has been built into the draft policy to 
supplement proportionate land compensation 
with other provisions, including some that 
augment the effective amount of land 
provided as compensation. There are, for 
instance, land-saving technologies available 
which make it possible to have a much 
higher output per unit of land and also create 
more intensive employment. The draft policy 


also emphasises skill and technology 
upgradation, and calls for an integrated 
approach to agriculture. Innovative practices 
such as prawn farming, pisciculture and 
mushroom cultivation give great scope for 
higher land productivity and greater labour 
intensity. The extent to which these 
opportunities are used, of course, depends 
a great deal on the quality of planning and 
implementation, and on the initiative and 
imagination of the PIC in particular. 

Butterfly Effect: The most important 
message of the draft policy is that while 
displacement undoubtedly involves 
uprooting of communities, loss of assets, 
social disorder and the breakdown of 
norms. Total Rehabilitation will substan¬ 
tially reduce the trauma of involuntary 
resettlement. In addition, it provides a basis 
for subsequent economic take-off of the 
community. The draft policy tries to 
compensate the social losses through major 
economic gains. 

The total rehabilitation package is aimed 
at leaving the PAP economically better off, 
converting displacement into a positive 
opportunity. The human capital gains, the 
increase in physical assets and the acquisi¬ 
tion of bargaining strength in the form 
of collective organisation set the PAP 
community on a take-off path. In this 
connection, an important point is that even 
small investments (borne, of course, by 
project authorities) at the stage of 
displacement can have large returns. Chns 
Roche defines this as the 'butterfly effect', 
which has been observed in the sub-Saharan 
African context where small investments at 
times brought forth large returns. 

Clearly what matters most is not the volume 
of money but rather how the money is spent. 
While some of the programmes considered 
in the draft policy have been tried earlier 
with varying degrees of success, it is only 
in the draft policy that they have been put 
together in a single consolidated form and 
given an institutional framework. The 
cumulative impact promises to be much 
greater than the sum of the individual 
components. Social mobilisation of PAPs is 
also likely to improve their absorption 
capacity, enabling them to take maximum 
advantage of the total rehabilitation plan. 
This forms the main thrust of the draft policy. 

Applicability and Justiciability: The draft 
policy is widely applicable. It is applicable 
to all public and pri vate sector projects which 
require acquisition of more than 200hectares 
of land under LA Act 1894 or lead to the 
displacement of 20 families or loss of more 
than 200 hectares of land. This covers all 
the major and medium projects. 

Doubts have been expressed about whether 
the National Policy is justiciable in the court 
of law. It has been argued that there should 
be a central government legislation rather 
than a National Policy as presently envisaged. 
The argument is that policies, which are 
more akin in spirit to the Directive Principles 
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of the Indian Constitution, have often not 
been implemented. Some ministries of the 
central government have also disregarded 
such policies. Therefore, unless a legislation 
is enacted, the states may not feel obliged 
to implement the national policy. 

While the above argument has been 
carefully considered, it is felt that giving the 
national policy the form of a legislation will 
lead to serious rigidities. The national policy 
is a set of guidelines for the rehabilitation 
of displaced persons. The state governments 
are free to bring about appropriate changes 
in these policies so long as its basic framework 
remains intact. Even now, when no National 
Policy exists, the courts have entertained 
public litigations and have demanded the 
preparation of appropriate packages for the 
displaced. The justiciability of a national 
policy which is duly recognised by the central 
government has never been in doubt. In 
addition, a National Policy avoids the 
rigidities which often creep into such socially 
progressive legislations, and the difficulties 
oi intef pretation that would arise in the case 
of a legal document 

Multinational Enterprises. The New 
Economic Policy has led to the entry of a 
large number of multinational enterprises, 
and more are likely to tollow suit. These 
multinational enterprises are governed by 
international managerial practices and 
costing norms, which are often different 
from those governing Indian companies. 
Their presence implies more displacement, 
and appropriate safeguards are essential. The 
draft policy can provide for this as it uses 
social mobilisation as its principal instrument 
and is aimed at enhancing the bargaining 
capacities of the displaced persons. 

Financial Aspects ; The ambitious scope 
of the draft policy raises questions regarding 
its financing. The draft policy envisages that 
the funds lor rehabilitation will lake the form 
of a charge on the project. There is a fear 
that this may affect the viability of the project. 
At present, the planning parameters regard¬ 
ing costing and financing norms for projects 
are broadly indicated by the Planning 
Commission (these norms are observed by 
the public sector, and to some extent also 
by the private sector). However, under these 
norms, the full cost of displacement is never 
taken into account. 

The draft policy suggests that the financial 
cost of total rehabilitation be treated as the 
true cost of displacement. The idea is that, 
if total rehabilitation succeeds in improving 
the standard of living of displaced persons, 
the only social cost of displacement is the 
financial burden involved in making the 
required provisions. If this burden is included 
as a charge on the project, the financial 
viability of projects involving displacement 
will change. Some projects which are being 
taken up today may not be taken up at all. 
This will ensure the most economic use of 
scarce capital resources, and may also reduce 
the extent of displacement. 


On the other hand, as argued earlier, total 
rehabilitation helps to reduce cost escala¬ 
tion due to protracted conflicts and project 
delays. This enhances the financial viability 
of a project. In addition, total rehabilitation 
helps to develop linkages with the local popu¬ 
lation and to create a support group for the 
project. Overall, total rehabilitation as envi* 
sagedinthe draft policy is likely togivedevdop- 
ment projects a better chance of success. 

IV 

Concluding Remark 

The draft policy suffers from a number 
of deficiencies. It has little to say on gender 
sensitisation and female empowerment. It 
ignores the three million PAPs who are 
currently waiting for rehabilitation. 
Nevertheless, the draft policy provides a 
helpful framework for national debate on 
these and other issues, and the possible basis 
of u consensus on rehabilitation policy. To 
begin with, the nation must decide whether 
it is prepared to bear the full burden of 
rehabilitation. While development projects 
have brought prosperity to some sections 
of the society, they have also pushed 
millions of people below the poverty line. 
This is a problem we can no longer afford 
to ignore. 

Aimexure I 

Si ATKMLNT OF OBJECTS AND REASONS 

With the enormous expansion of the state’s 
role in promoting public welfare and 
economic development since independence, 
acquisition of land for public purposes, 
industrialisation, building of institutions, etc, 
has become tar more numerous than ever 
before. While this is inevitable, promotion 
of public purpose has to be balanced with 
the rights ot the individual whose land is 
acquired, thereby otten depriving him of his 
means of livelihood Again, acquisition of 
land for private enterprises ought not to be 
placed on the same footing as acquisition 
for the state or for an enterprise under it. The 
individual and institutions who arc 
unavoidably to be deprived of their property 
rights in land need to be adequately 
compensated for the loss keeping in view 
the sacrifice they have to make for the larger 
interests of the community. The pendency 
of acquisition proceedings for long periods 
often causes hardship to the affected parties 
and renders unrealistic the scale of 
compensation offered to them. 

It is necessary, therefore, to restructure the 
legislative framework for acquisition of land 
so that it is more adequately informed by 
this objective of serving the interests of the 
community in harmony with the rights of 
the individual. Keeping the above objects 
in riew and considering the recom¬ 
mendations ot the Law Commission, the 
Land Acquisition Review Committee as well 
as the state governments, institutions and 


individuals* proposals for amendment to the 
Land Acquisition Act, 1894, were formulated 
and a bill for this purpose was introduced 
in the Lok Sabha on the April 30,1982. The 
same has not been passed by either House 
of Parliament. Since the introduction of the 
bill, various other proposals for amendment 
of the act have been received and they have 
also been considered in consultation with 
state governments and other agencies. It is 
now proposed to include all these proposals 
in a fresh bill after withdrawing the pending 
bill. The main proposals for amendment are 
as follows: 

(i) The definition of 'public purpose' as 
contained in the act is proposed to be so 
amended as to include a longer illustrative 
list retaining, at the same time, the inclusive 
character of the definition. 

(ii) Acquisition of land for non-go vemment 
companies under the act will henceforth be 
made in pursuance of part VII of the act in 
all cases. 

(iii) A time-limit of one year is proposed 
to be provided for completion of all 
formalities between the issue of the preli¬ 
minary notification under section 4( 1) of the 
act and the declaration for acquisition of 
specified land under section 6(1) of the act. 

(iv) It is proposed to provide that the 
collector shall, before making his award, 
obtain the previous approval of the 
appropriate government or any officer of 
that government authorised in this behalf. 
Provision has also been included to empower 
the collector to make the award without any 
enquiry if the persons interested in the 
acquisition agree in writing on the matters 
to be included in the award of the collector 
in the form prescribed by rules made under 
the act. 

(v) It is proposed to provide for a period 
of two years from the date of publication 
of the declaration under section 6 of the act 
within which the collector should make his 
award under the act. If no award is made 
within that period, the entire proceedings for 
the acquisition of the land would lapse. He 
has also been empowered to correct clerical 
or arithmetical mistakes in the award within 
a certain period from the dale of the award. 

(vi) The circumstances under which the 
collector should take possession of the land 
before the award is made in urgent cases are 
being enlarged to include a larger variety of 
public purposes. 

(vii) The appropriate government is being 
empowered to call for the record of any order 
passed by the collector at any time before 
he makes an award for the purpose of 
satisfying itself as to the legality or propriety 
of such order passed. 

(viii) Solatium now payable at the rate of 
15 per centum of the market value of the 
land acquired in consideration ot the 
compulsory nature of the acquisition, is 
proposed to be increased to 30 per centum. 
Similarly, the rate of interest payable on the 
excess compensation awarded by the court 
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and on the compensation in cases whete 
possession of land is taken before payment 
of compensation, are also proposed to be 
increased substantially. 

(ix) Considering that the right of reference 
to the civil court under section 18 of the act 
is not usually taken advantage of by 
inarticulate and poor people and is usually 
exercised only by the comparatively affluent 
landowners and that this causes considerable 
inequality in the payment of compensation 
for the same or similar quality of land to 
different interested parties, it is proposed to 
provide an opportunity to all aggrieved 
parties whose land is covered under the same 
notification to seek re-determination of 
compensation, once any one of them has 
obtained orders for payment of higher 
compensation from the reference court under 
section 18 of the act. 

(x) As a large number of cases for the 
acquisition of land are pending before various 
authorities Tor a very long time and payment 
of the market value of the land obtaining on 
the date of the preliminary notification under 
section 4 of the act in respect of such land 
is likely to be unrealistic and iniquitous, it 
is proposed to provide for payment of simple 
interest at 10 per centum per annum on the 
amount of compensation for the period 
commencing from the date of issue of the 
notification under section 4 of the act to the 
date of tender of payment or deposit of 
compensation awarded by the collector in 
respect of all pending proceedings on April 
30, 1982, the date when the earlier bill For 
the amendment of the act was introduced in 
the House of the People. 

The bill seeks to achieve the above objects 
and to make some other consequential and 
clarificatory amendments in the act. 

Annexure II 

Provisions forming part of the main 
amendments incorporated in the Land 
Acquisition Act, 1894 by the LA 
(Amendment) Act, 1984 which came into 
force on September 24, 1984. 

(i) Besides the market value of the land 
as provided under section 23( 1), an additional 
amount has been made admissible under 
section 23(1 A) at 12 per cent pa on the 
market value of the land from the date ol 
publication of the notification under 
section 4( 1) to the date of the award of the 
collector or the date of taking possession of 
the land whichever is earlier. No such 
provision existed before amendment. 

(ii) Solatium under section 23(2) has been 
increased to 30 per cent of the market value 
of the land as against 1S per cent payable 
earlier. 

(iii) The interest rate which was earlier 
only 6 per cent p a has been increased under 
sections 28 and 34 to 9 per cent p a for the 
period up to one year and 15 per cent p a 
thereafter on excess compensation awarded 
by the court and on delayed payments. 
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(i v) Payment of 80 per cent of theestimated 
compensation under section 17(3A) before 
taking possession of land in urgency cases. 
There was no such provision prior to the 
amendment of the act. 

(v) Redetermination under section 28 A of 
the amount of compensation on the basis of 
the award of the court in respect of the 
persons who are aggrieved by the collector's 
award. The act did not contain such a 
provision hefore the amendment. 

(vi) Fixing an overall time limit of three 
years for making an award by the collector, 
i e, one year between the date of the 
publication of the notification under section 
4(1) and the date of the publication of the 
declaration under section 6 and two years 
between the date of the publication of the 
declaration under section 6 and the date of 
award by the collector under section 11. As 
per the provision under new section 11 A, 
if no award is made within this two-year 
period, the entire proceedings for the 
acquisition of the land shall lapse. Earlier, 
the time limit prescribed between the 
publication of the notification under section 
4(1) and the publication of the declaration 
under section 6 was three years and there 
was no time limit for making award. 

(vii) Special transitional provisions of 
benefits were made under section 3 of the 
Land Acquisition (Amendment) Act, 1984 
for proceedings/cases/appeals with reference 
to their position on April 30, 1982, the date 
of introduction of the Amendment Bill in 
the Lok Sabha. 

(viii) Award by agreement or consent under 
section 11(2). No such provision existed 
before the amendment of the act. 

(ix) As per the provision under section 25, 
the amount of compensation awarded by the 
court is not to be less than the amount 
awarded by the collector under section 11. 

(x) Publication of notification under 
section 4( 1) and declaration under section 
6 in two daily newspapers including one in 
a regional language besides their publication 
in the official gazette and causing public 
notice of the substance of such notification/ 
declaration at convenient places in the 
locality. 

(xi) The definition of 'public purpose* 
under section 3(f) has been amended so as 
to include a longer list of purposes retaining 
at t he same ti me the inclusi ve of the defnition. 

(xii) Earlier, land could be acquired under 
the urgency provision of section 17(1) for 
the purposes of companies also. After 
amendment i n 1984, this is no longer possible. 

Notes 

1 National Working Group document 

2 Annexure I provides a statement of objects 
and reasons for the LA (Amendment) Bill 
1984. The main provisions of the LA 
(Amendment) Act 1984 have been provided 
at Annexure II 

3 Supreme Court of India (1985): Lalchand 
Mahto and others versus Coal India and others. 

4 Supreme Court of India( 1990): ShriJagonnath 


Majhi versus Union of India and others. 

5 Supreme Court of India (1989): V P Lakra 
and others versus theStateof Bihar and others. 

6 World Bank Report on Finding Develop¬ 
mental Programmes. 

7 Communication^ the Deputy Commissioner. 
Ranchi, to the government of Bihar, dated 
23.11.1987; unpublished. 

8 Order No IS/13/84-BPE(C) of the Ministry 
of Industry, Department of Public Enterprises, 
dated February 3, 1986; unpublished. 

9 Minutes of the Meeting of the Committee of 
Secretaries Held on May 4, 1993, Cabinet 
Secretariat, Govemmentof India, unpublished 

10 Letter No Acq 13014/5/93/LRD dated June 
8, 1993, Ministry of Rural Development, 
Government of India, unpublished. 

11 B D Sharma (1991), 2 ( >th Report of the 
Scheduled Castes/Tribes Commission, 
mimeo. 

12 Acquisition is mode on the basis of registration 
prices. These are usually well below market 
prices, because under-reporting of prices is 
a way of saving on stamp duties. 

13 See CAPART’s( 1994). 'Action Plan to Bring 
about a Collaborative Relationship between 
VOs and Government* ' 
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Economic Perspectives on Resettlement 
and Rehabilitation 

Sangeeta Goyal 

What constitutes adequate and appropriate resettlement and rehabilitation of people displaced by development projects has 
been the subject of considerable debate. This paper presents the case for a national policy on resettlement and rehabilitation 
and discusses different principles that have been proposed as possible bases for such a policy. 


I 

Introduction 

IN the post-independence period, India has 
sought rapid economic growth through 
'planned development’. This has entailed 
large-scale investments in dams, roads, 
mines, power plants, industrial estates, new 
cities and other projects involving land 
aquisition. Large numbers of people have 
been displaced from their original habitats 
to make way for these development projects. 
Such projects have also permanently changed 
the patterns of use of land, water and natural 
resources that previously prevailed in these 
areas. People dependent upon the land, forest 
and other natural resources for their 
livelihoods have been dispossessed of their 
sources of subsistence through land 
acquisition and displacement. Further, the 
standards of resettlement and rehabilitation 
(R and R) of people displaced by 
development projects have been very poor 
in most cases. In the absence of adequate 
resettlement, most of the displaced people, 
and especially those belonging to dis¬ 
advantaged social groups, have been reduced 
to poverty and destitution. 

One major reason for this dismal situation 
has been the absence of a national policy 
on resettlement and rehabilitation. Without 
a national policy, R and R in the past have 
been based on ad hoc plans, resolutions and 
orders, passed for specific states or even 
projects as and when the need arose . 1 Ad hoc 
and piecemeal resettlement initiatives at the 
state or project level have proved largely 
ineffective, andeven harmful in some cases . 2 
The provisions of these policies have been 
inadequate and discriminatory, leaving large 
numbers of people worse off as a result of 
development projects which are otherwise 
supposed to provide general benefits. 

A special dimension of the problem of 
displacement, resettlement and rehabilitation 
in India has been the prevalence of a large 
proportion of tribals among those displaced. 
Tribal cultures are distinct from those of the 
groups belonging to the modem economy. 
They are also marginalised from the 
mainstream political system and vulnerable 
to exploitation. The special needs of tribals 
have not been taken into account in past 
resettlement plans and policies and the tribal 


encounter with the modern economy through 
displacement has mostly resulted in material 
impoverishment and social disintegration. 

Over time, there has been increasing 
resistance to displacement by development 
projects on the part of project-affected people, 
aided by NGOs and other activist 
organisations, mostly because of the 
inadequacy of the R and R packages offered 
to them by the government (or project 
authorities). Such opposition has caused 
delays in the construction of many projects, 
leading to huge escalation in the costs of 
projects and raising questions about their 
economic viability. The government, which 
can otherwise be expected to have an interest 
in the speedy completion of projects, 
contributes to this situation by short-changing 
project-affected people in the planning and 
implementation of resettlement measures. 
The government's behaviour, in turn,reflects 
the absence of any obligation to provide 
adequate and appropriate resettlement and 
rehabilitation. In the light of these circum¬ 
stances, it has become economically 
pragmatic as well as politically wise to have 
a national policy on resettlement and re¬ 
habilitation of people displaced by develop¬ 
ment projects, which defines the binding 
obligations of all slate governments in this 
field. 

What constitutes adequate and appropriate 
resettlement and rehabilitation of people 
displaced by development projects has been 
a subject of considerable debate. In this 
article, we present the case for a national 
policy on resettlement and rehabilitation, 
and discuss different principles that have 
been proposed as a possible basis for such 
a policy. 

II 

Case for a National Policy 

The case for a national policy is stronger 
than ever before, in view of the vast numbers 
already affected, and of the fact that these 
numbers can be expected to grow in the 
future. Displ 9 ceme. 1 t caused by development 
projects disrupts the livelihood mechanisms 
of the poor and the weak, and threatens them 
with greater impoverishment. The first 
argument for a national policy is the need 
to ensure a minimum standard of living for 


the displaced and to protect them from 
avoidable impoverishment. 

Another consideration, which relates 
closely to the first, is that of government 
accountability. Without a national policy, 
there is great potential in development- 
induced, state-imposed displacement for 
violation of individual and group rights under 
domestic and international law [Mathur 
1995]. A national policy is the basis according 
to which the government can be held 
accountable if satisfactory and timely 
resettlement and rehabilitation measures are 
not undertaken. It can create the necessary 
legal authority that is binding on the 
government, and help to ensure that the 
political will and commitment to undertake 
adequate and appropriate R and R are 
forthcoming. 

In the case of projects involving more than 
one state, a third consideration is the need 
to avoid ‘free-riding’ on the part of individual 
states. For such projects, each state has an 
incentive to seek a maximum share of the 
benefits while bearing as little as possible 
of the resettlement costs. For example, in 
the case of the Sardar Sarovar Dam on the 
Narmada river involving Gujarat, Maha¬ 
rashtra and Madhya Pradesh, the states have 
haggled over their share of rehabilitation 
costs with little regard for the plight of the 
oustees. This has al&c been the experience 
of the Pong Dam, involving Rajasthan and 
Himachal Pradesh. In such cases, a national 
policy can help to assign responsibility, to 
provide a solid basis for the resolution of 
inter-state conflicts, and to ensure that the 
affected persons do not get sidelined as a 
result of these conflicts. 

A fourth issue is that of project delays and 
cost overruns due to inadequate resettlement. 
Very few development projects in Indiahavc 
been completed in the time originally 
stipulated for them. Construction delays have 
often resulted in huge cost overruns. 
Accordi ng to the Public Accounts Committee 
Report of the government of India (1982- 
3), 32 ongoing and initiated large irrigation 
projects had cost overruns of up to 500 per 
cent, and no project had been completed 
within the originally approved cost estimates. 
Since independence, of 205 irrigation 
projects undertaken, only 29 had been 
completed by 1979-80, and no project had 
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been completed without a minimum delay 
of 10 years.' One of the important factors 
causing time and cost overruns has been 
resistance by the affected people, who have 
often been dissatisfied with the proposed 
resettlement and rehabilitation packages. 
Suits have been filed against the project 
authorities and the government for im¬ 
provement of the compensation offered. 
There have been costs of litigation and of 
enhanced compensation, as the courts have 
generally decided in favour of the petitioners. 4 
Even when no legal action has been taken, 
the delays caused by protracted negotiations 
have been, in many cases, extremely costly. 
The costs of providing improved reset¬ 
tlement, on the other hand, need not be very 
high. Indeed, in India the resettlement and 
rehabilitation budget earmarked by project 
authorities has typically been a very small 
percentage of total project costs. In 12 World 
Bank-aided development projects in India, 
the resettlement and rehabilitation budget 
was on an average 3.1 per cent of the amount 
lent by the Bank [World Bank 1994b]. As 
a proportion of total project costs, reset¬ 
tlement and rehabilitation budgets are even 
smaller, since World Bank loans usually 
cover only a proportion (often a small 
proportion) of total project costs. There is, 
in short, little support for the argument that 
allocating greater resources to resettlement 
and rehabilitation would drastically lower 
the economic returns of development pro¬ 
jects and impair their economic viability. On 
the contrary, better R and R provisions may 
add to project benefits by reducing time and 
cost overruns and facilitating the smooth 
implementation of projects. 

In this regard, the Indian case can be 
illuminatingly compared with that of China, 
which since the 1980s has had relatively 
greater success in rehabilitating people 
displaced by development projects. In China, 
for projects with a comparable rate of return, 
the resettlement and rehabilitation budget 
has been a much higher percentage of total 
project costs on an average than in India. 
In four World Bank-aided projects in China, 
the average resettlement and rehabilitation 
budget was 16 per cent of the total project 
costs, and in the case of the Shuikou 1 and 
II projects, it was as much as 28 per cent 
(World Bank, 1994a]. 

The low allocation of resources to 
resettlement and rehabilitation is caused by, 
among other reasons, undemumeration of 
project-affected people, non-recognition of 
certain categories of entitlements of project- 
affected people, and non-recognition of 
certain categories of people as being project- 
affected in the first place. A national policy 
is needed to establish minimum entitlements 
and to create a policy/legal framework for 
better accounting of the costs of resettlement. 
In the present circumstances, it has become 


viable to have a generous resettlement and 
rehabilitation policy, given that such costs 
will be small compared to the cost escalations 
that result from opposition to such projects. 
According to the World Bank (1994a), gains 
from avoiding these losses can often finance 
the entire cost of resettlement. 

A major factor responsible for the poor 
record of resettlement and rehabilitation in 
India is the inadequacy of the legal- 
institutional framework. The Land Acqui¬ 
sition Act 1894 is the major legal instrument 
dealing with the entitlements of people 
displaced by development projects. How¬ 
ever, as will be explained further on, in many 
situations the provisions of this act exclude 
a large majority of people who arc deemed 
ineligible for compensation even though 
they are genuinely project-affected. While 
it is now widely accepted that the act is based 
on a narrow definition of project-affected 
persons, the question as to who should count 
as a project-affected person continues to be 
a matter of debate. A national policy can 
resolve this issue and would also be a step 
towards defining the rights and entitlements 
of different categories of projcct-affccted 
people. 

Past experience (national and international) 
with resettlement, evolving social scientific 
wisdom and the changing needs and interests 
of different groups of people over time, all 
can he utilised in devising a national policy 
that is able to take account of the multi¬ 
faceted nature of the impact of displacement 
caused by any development project. Given 
the variety of geographical, climatic, social 
and cultural contexts in which displacement 
occurs, a national policy cannot be expected 
to account for the details of every situation 
that arises. However, as a 'national 1 policy, 
it will be able to lay down broad guidelines 
and establish the responsibility of the central 
and state governments, and regional and 
local authoritative bodies. A key finding of 
a world-wide survey of involuntary reset¬ 
tlement by the World Bank in Bank-assisted 
projects (1994a) is that resettlement of the 
displaced has been more successful where 
a development policy for the express purpose 
exists, than otherwise. 

II 

Principles of Resettlement and 
Rehabilitation 

Several draft proposals and counter¬ 
proposals for a national policy, made by 
governmental and non-governmental orga¬ 
nisations are available. All of them highlight 
the need for a national policy as opposed 
to ad hoc and piecemeal government re¬ 
solutions and orders passed intermittently. 
These proposals make suggestions as to what 
would constitute adequate and appropriate 
resettlement and rehabilitation according to 


what they consider to be the nature and 
extent of losses and deprivations suffered by, 
those displaced. Some also call attention to 
the violation of individual and/or group 
rights that can occur with perfunctory and 
superficial attempts at compensation which 
are neither adequate nor just. The principles 
and/or the assumptions on the basis of 
which they are made are, however, not 
always explicit. It is important for analysis 
that general concepts and approaches are 
made overt for purposes of proper under¬ 
standing and effective communication. 

From independence onwards and until 
very recent times, monetary compensation 
as per the Land Acquisition Act 1894 was 
the major resettlement approach in India, 
though sometimes employment on the 
project was provided to some of the dis¬ 
placed families. Since 1979, with the 
supposedly breakthrough provisions of the 
Narmada Water Disputes Tribunal, greater 
World Bank involvement, and increasing 
resistance on the pari o! the displaced aided 
by NGOs and activist organisations, the 
scenario has changed somewhat. Other 
principles of resettlement and rehabilitation 
have emerged, which go beyond mere cash 
compensation. As the Land Acquisition 
Act 1894 is still the main legal instrument 
and point of departure tor resettlement 
policies in India. 1 will consider it briefly 
before discussing various alternative 
approaches. 

Land Acquisition An 1894 

The Land Acquisition Act 1894, which 
has nation-wide coverage, was passed hy the 
colonial government to make it possible tor 
the stale to acquire private land tor any 
'public purpose 1 . The act provides lor 
payment of (only) cash compensation and 
(only) to those who have a direct interest 
in the title to such land or the compensation 
payable on it [Vaswani 1992]. Thus, under 
the act, the legal obligations of the project 
authorities do not go beyond 'monetary 
compensation 1 to a narrowly defined category 
of project-affected persons. The underlying 
rationale is that the displaced should be able 
to rehabilitate themselves with the money 
given as compensation, in other words, the 
interpretation ot resettlement and rehabi¬ 
litation stops at monetary compensation for 
land. Also, compensation, according to the 
act, is calculated on the basis of prevailing 
market prices of land (and other properties 
such as houses). If land is not widely traded, 
then an imputed value is worked on some 
suitable basis. One such basis is the method 
of capitalising income. Generally, IS times 
the net income of land, and an amount of 
IS per cent of the market value as solatium 
was considered as reasonable compensation 
for land acquired before 1984. Also, S per 
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cent of the market value was given per 
annum for the time that elapsed between 
notification and actual payment of 
compensation 

Over time the act has come under severe 
criticism, some detractors even demanding 
that it be repealed For one, the act was 
conceived and passed by a vastly different 
political regime with other priorities and 
interests The developmental priorities of 
independent India are not the same as those 
of a colonial government with imperialist 
motivations The act deems fit the acqui¬ 
sition of land under a vaguely-defined 
concept of 'public purpose'which has been 
used indiscriminately by the authorities 
[Dhagamwar 1989, Joshi 1994, Mahapatra 
1994]' Secondly, by restricting the en 
titlements of the displaced to monetary 
compensation for land ownership, the act 
forecloses taking account of the multiple 
dimensions of loss and dispossession that 
occur as a result of displacement some of 
which are very difficult, if not impossible 
to quantify in monetary terms Also cash 
compensation under the act is based on 
prevailing market puces which often 
understate the real value of land even in 
narrow economic terms Thirdly devc 
lopment projects differ in the nature and 
extent ol their impacts depending prim trilv 
upon the nature of the project e g whether 
it is industrial irrigation, hydel etc Some 
involve greater direct displacement as with 
dams in others the numbers directly 
displaced may be few but a far greater 
number may be affected indirectly for 
example in the case of those who live 
downstream of a dammed n ver and also due 
to the associated canal systems of irrigation 
projects 7 Many more may be affected from 
the spin offs from the protect as m the case 
of industrial establishments There may be 
positive effects m the form of new em 
ployment and other economic opportunities 
but whether the original inhabitants are able 
to take advantage of these opportunities 
without institutional and practical support 
(with credit, infrastructure training, etc) is 
not certain The Land Acquisition Act does 
not take into account these indirect impacts 
of a project Fourthly, as only those who 
hold legal titles to land are entitled to 
compensation, those without legal titles such 
as landless agricultural labourers, en- 
croachers on government-owned forest lands 
and others, are not entitled to compensation 
undertheact Tnbals, who constitute a major 
proportion of those affected by large-scale 
irrigation and hydel projects (which cause 
the greatest displacement), and who may 
have only customary titles, are also denied 
their due Even when a project leads to 
relatively little displacement in terms of 
formal land ownership, the life support 
systems of large numbers of people may be 


destabilised through loss ol markets, 
disruption of kin groups, and deprivation of 
various sources of livelihood such as cattle, 
fisheries, forest produce and common 
property resources 

Given current realities, problems and 
priorities, the scope of the Land Acquisition 
Act is very narrow and its provisions are 
grossly inadequate Displacement is 
increasingly being understood as a multi¬ 
dimensional phenomenon, affecting people's 
lives in their entirety encompassing not 
only the economic but also the social and 
cultural spheres all ot which feedback into 
each other A major amendment to the act 
was made m 1984 according to which the 
government could acquire land for purposes 
of resettling those who have been displaced 
by development projects The solatium and 
interest paid on land were also increased to 
TO per cent and 12 per cent respectively 
[MARG 1990] The introduction ot this 
amendment indicates some recognition of 
the need for resettlement and rehabilitation 
to go beyond mere cash compensation, and 
for direct provision ol land as compensation 
However this aspect of the amendment is 
only an enabling provision with no binding 
requirement on the slate Whether land for 
resettlement and rehabilitation will actually 
be acquired depends on government 
authorities Also, since a major reason for 
displacement is land acquisition further land 
acquisition is likely to cause further 
displacement given that most available land 
is already occupied [Vaswam 1992] The 
amendment on the other hand, has also 
made the acquisition of land easier 

Aiternativi Approaches 

The most contentious aspect of 
resettlement policy concerns the question as 
to what constitutes 'adequate and 
appropriate resettlement and rehabilitation, 
and also the very important related issue of 
who is to judge such the adequacy and 
appropriateness of a resettlement package 
As discussed earlier the provisions of the 
Land Acquisition Act 1894 have been found 
to he grossly inadequate as its scope does 
not go beyond cash compensation to persons 
who hold legal land titles, thereby excluding 
several othercategoncs of losses and making 
ineligible for compensation vast numbers 
who are genuinel) project-alfected hut 
without any formal I ind titles In this section, 
we discuss some ot the major principles 
often invoked as a basis for compensating, 
resettling and^rehabilitating the displaced 

Absolutist Stand- As displacement requires 
disruption of a whole way ot life, some 
commentators take the 'absolutist view that 
the displaced can never be adequately 
compensated to r what they lose This has 
often been the stand of activist organisations 


involved m the issue This view has been 
most emphatically expressed in the case of 
tnbals, whose relatively more egaiitanan 
culture and society are contrasted with the 
modern market economy and its profit 
onentation, leading to social inequality and 
environmental destruction It is deemed that 
outsiders have no nght to intervene and 
effectively destroy a sustainable way of life 
The logical implication of this stand is that 
development projects entail unavoidable 
human costs for the displaced The further 
implication is often drawn that large deve 
lopment protects should not be undertaken 
at all 

There aie ethical problems involved in 
assigning economic values to (or devising 
economic compensation for) what may be 
cultural values spiritual considerations or 
a whole way of life (similar problems arc 
involved in attempts to plate an economic 
valut on human life) 

According to neoclassical economic 
theory a finite reservation price can always 
be found to compensate those affected for 
their losses using willingness to pa\ and 
related tcc hniques to determine the economic 
values of oh|ccts lhat aie not traded in tree 
and c ompctiti ve markets * But this approach, 
aside from Us fragile theoretical basis, may 
be of little televancc in this conuxt since 
the economic values so derived could be 
astronomically high The real issue is not 
whether an adequate compensation package 
can he devised m theory but whelhei the 
required compensation belongs to the realm 
of actual possibilities 

There is no doubt that tnbals and others 
who arc deemed indigenous people value 
their cultures their places ol worship the 
sanctity ot their habitats their ntuals and 
traditions Howevci the answer to th** 
question whether they themselves do or do 
not prefer to avail themselves of what the 
mainstream ot society has to offer by way 
of developmental benef its (education hcalth- 
caie facilities progressive futures) cannot 
be taken for gianted It has to be in the 
ultimate analysis borne out cmpmcally 
Many i times tnbals have not opposed a 
particular project outright Their dis 
satisfaction has been with what has actually 
been given to them in return for making wav 
for it (as for example with the Koel Karo 
Hydel project m Bihar and with the Nctrahat 
Test Firing Range also in Bihar) The 
absolutist stand i an only be tested on the 
basis of practical experience and empincal 
data This stand assumes that when 
previously isolated tnbes come into contact 
with the economically advanced and 
politically more powerful sections ot society, 
their material impoverishment and social 
disintegration inevitably follows The 
empirical validity of that assumption, 
however, is far from clear 
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In fact, there are cases where tribals have 
undergone material upliftment, political 
empowerment and harmonious integration 
as a result of closer contact with the modem 
economy. This has, for instance, been the 
experience of the Apa Tanis of Subansiri 
district in Amnachal Pradesh, since their 
interaction with the Indian administration 
began around in 1944-45. As discussed by 
Von Furer-Haimendorf (1982), sensitive 
policies have enabled the ApaTanis to benefit 
from social and economic change without 
losing their distinct ethnic entity. A major 
factor in their successful tribal development 
was the 'inner line’ policy of the government, 
which barred outsiders from entering the 
Apa Tani valley. This enabled the tribal 
people to escape exploitation and oppression 
at the hands of outsiders. There was a flow 
of government funds to the valley due to 
wages from construction work, and the Apa 
Tanis were able to establish successful 
commercial enterprises that were entirely in 
their control. The administration took great 
care not to disrupt the traditional social 
order, and made efforts to build a political 
structure where the tribals were allowed to 
manage their own affairs within the wider 
Indian political framework. Village pan- 
chayats and other local bodies consisted 
primarily of tribal leaders and members. 
Jurisdiction over disputes were settled by 
tribal courts. Local bodies were encouraged 
to maintain law enforcement. Commercial 
and political success in the Apa Tani valley 
was facilitated by the spread of education. 
Government schools were established in the 
valley where children were educated ir¬ 
respective of parental means. The experience 
of the Apa Tarns can be contrasted with the 
case of tribals elsewhere in India, forexample 
the Gonds of Andhra Pradesh. For the latter, 
the encounter with the mainstream has 
resulted m destitution and marginalisation. 
Government policies m these areas provided 
no special protection to the tribals and were 
not sensitive to their distinct needs to prove 
beneficial for them. These diverse ex¬ 
periences suggest that the scope for success¬ 
ful tribal development depends crucially on 
the precise nature of the relevant policies. 
The case of the Apa Tams illustrates the 
possibility of imaginatively devising policy 
instruments that actively promote the 
interests of the tribals. This is in contrast 
with the absolutist stand which axiomatically 
rejects any possibility of success in improving 
the initial environment. 

Cash-for-Land: This is the principle of 
compensation on which the Land Acquisition 
Act 1894 is based. It identifies one particular 
dimension of deprivation (land dispos¬ 
session) and proceeds to put a pnee on it, 
which is market-based. In a sense, it is the 
narrowest interpretation of loss, and com¬ 
pletely eschews structure and process. 


According to this approach, a certain amount 
of cash is considered equivalent to a certain 
parcel of land. This amount of cash covers 
all the characteristics the piece of land 
embodies. The amount of cash is calculated 
on the basis of the prevailing market price 
of similar-quality land under similar use in 
or near the area in question. Implicitly it is 
assumed that land is a commodity, that 
property-rights over such land are well- 
defined, that a market for land exists and that 
market prices approximate the scarcity value 
of the land to society 
Whether the project-affected are able to 
replace their livelihoods on a sustainable 
basis, as envisaged by the cash-for-land 
principle, depends upon their use of the 
money. More specifically, it depends on 
whether the money is used for investment 
in land and other productive assets, or used 
for house construction and consumption 
purposes. According to Parasuraman (1994), 
three factors have generally been important 
with respect to the proper use of money: 
adequacy of compensation; help to the people 
in making prudent investments; and 
investment opportunities. As has been noted 
above, there is often undervaluation of land 
acquired and the sums paid on the cash-for- 
land principle are inadequate for people to 
rehabilitate themselves on their own. 
Empirical studies suggest that house repair 
and construction are major categories of 
expenditure. People use the money given in 
lieu of land on house construction over and 
above the money paid for homesteads 
becauseof inadequatecompensation. In these 
respects, the situation has varied across 
projects, depending upon whetherfacilitating 
conditions exist to help the project-affected 
people with the proper use of money. In the 
case of the Jawaharlal Nehru Port in Bombay 
Harbour (JNP), for example, 83 per cent of 
the households used the compensation money 
for house repair, purchase of consumer 
durables and loan repayment, and only 15 
per cent made productive investments. In the 
Upper Krishna Irrigation Project in 
Karnataka, 69 per cent of the displaced 
households spent their money on house 
construction. On the other hand, 93 per cent 
of the households (those who were given 
compensatory provisions) displaced by the 
Maharashtra II Irrigation Project (MIP) 
invested in land and other productive assets. 
In the case of MIP, most of the households 
were resettled in the command areas where 
they had incentives and opportunities to 
invest productively. The affected people were 
also relatively more educated and organised 
and with strong socio-economic back¬ 
grounds. In the other cases, the affected 
people were generally tribals and members 
of the scheduled castes and other backward 
classes who were mostly illiterate, had little 
or no experience with handling large sums 


of money and did not have the knowledge 
and skills to make productive investments. 
They did not make proper use of the cash 
payments made to them, and generally 
squandered the money on wasteful expen¬ 
diture and consumer durables. This was also 
the case with tribals displaced by the 
construction of the Hirakud Dam in Orissa 
in the 1950s, by the Ukai Dam in Gujarat 
in the 1960s, and by the Kutku Dam in Bihar 
in the 1970s fThukral 1989]. Without 
sensitive government policies that provided 
special assistance, for example with banking, 
credit and investments, the tribal encounter 
with the modem economy was disastrous in 
these cases. These experiences suggest that, 
even for the payment of cash-for-land to 
work as a compensatory principle, structures 
and processes are required to aid the 
translation of cash payments into livelihood 
opportunities. 

The assumptions underlying the cash-for- 
land principle do not match reality, and the 
practice of payment of cash als compensation 
has resulted in inadequacy and discrimi¬ 
nation y All the criticisms directed at the 
Land Acquisition Act 1894 in the preceding 
section apply to this principle. Nevertheless, 
the latter continues to be the major thrust 
of government practice with respect to 
resettlement and rehabilitation, even when 
reform of the Land Acquisition Act is being 
considered. This is a serious contradiction 
which the national policy will have to resolve, 
if it is to he effective in practice. 

Land-for-land : Land-for-land has evolved 
as the major focus of most current policy 
proposals, combined with the broader 
understanding of the notion of project- 
affected people and of the losses and 
deprivations they experience. Land is a 
lifelong and inheritable livelihood-producing 
asset and therefore, not comparable to the 
inadequate one-time cash payment that is 
made for it in the cash-for-land approach 
[MARG 1990]. Alternative land is seen as 
the means of ensuring that resettlement is 
sustainable, given the unique characteristics 
of land as an asset, as a factor of production, 
as a commodity, and as a basis forcommunity 
living. The land-for-land principle is 
particularly pertinent in the case of tribal 
areas, where rights to land may rest with the 
community rather than individuals. Land 
markets are generally weak or non-existent 
in such contexts and it is difficult to assign 
a value to land based on its market price. 
The absence of well-defined private property 
rights in land also makes it difficult to decide 
who has a rightful claim to compensation. 
The land-for-land principle, aside from its 
other advantages, obviates these difficulties. 

However, many difficult questions arise 
in the practical implementation of land-for- 
land as a principle for compensation. One 
issue of major importance is the amount ot 
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alternative land to be given, and its quality. 
Usually, a comparable amount of land is 
sought to be provided in the resettlement 
area, subject to the land ceiling laws of that 
area. However, the land available in that area 
may not be of comparable productivity. It 
can take many years and expensive 
investment (eg in irrigation devices) to make 
the land adequately productive. Also, merely 
providing land without support for 
infrastructure, complementary inputs and 
extension may seriously limit the ability of 
displaced persons to make productive use 
of the land. There have even been instances 
where resettlement land had to be abandoned 
or sold off by the displaced. Attention to the 
quality of land (and not just its quantity) is 
therefore crucial to the credibility of the 
land-for-land principle. 

Following on this, a related issue is the 
process of acquiring resettlement land - 
identification of alternative resettlement sites 
and their allottment to the project-affected 
people. The following approaches to 
identifying resettlement sites have been used 
in various projects: 

1) Project authorities identify resettlement 
styes themselves. This has been the most 
common approach until now, with the 
displaced being moved as a community to 
these new sites. Government lands are often 
released for the purpose. In these resettlement 
colonies, land tends to be relatively cheap, 
and mostly the poorest among the displaced 
have chosen to move there. 10 

2) Project authorities, with help from local 
NGOs and other people ’ s organisations, may 
act as brokers to help with the purchase of 
individual plots of land, in order to ensure 
fair prices for the displaced and their 
satisfaction with respect to the quality of 
land. Land ceiling laws and land 
consolidation have, in some instances, aided 
in the release of surplus land. This has led 
to successful rehabilitation, under this 
approach, especially when the displaced have 
bben resettled on surplus land released in the 
command areas of irrigation projects. It is 
not denied that land is a politically sensitive 
issue and strong political will and appropriate 
administrative machinery will be required 
for the above exercises. Nevertheless, the 
use of land ceiling laws and land 
consolidation contain serious possibilities 
for acquiring land to resettle the displaced. 
In thecaseof land consolidation, the technical 
possibilities generated by the new irrigation 
system may make it rational for pre- 
established farmers in the command areas 
to engage in land consolidation and exchange 
in order to increase productivity.' Successful 
rehabilitation of most of the displaced 
households (considered eligible for 
resettlement) was achieved in the 
Maharashtra II Irrigation Project where the 
government of Maharashtra was abte to 


acquire 2500 hectares of resettlement land 
from farmers in the command area. Use was 
made of land ceiling laws to acquire surplus 
lands from farmers. 11 

3) The displaced themselves identify land 
plots in accordance with their own 
knowledge, preferences and needs. Farmers 
whoarein a relatively better socio-economic 
position are often able to look for suitable 
land for themselves. However, this procedure 
is not viable for households with little 
information and bargaining power. 

As the preceding discussion indicates, 
serious difficulties arise in the successful 
implementation of the land-for-land principle 
of compensation. In the realm of possibilities, 
the fact is that a major constraint to the land- 
for-land principle of compensation is the 
lack of enough land. In most of the country, 
almost all available cultivable land is already 
occupied. Cases abound of alternate land 
identified for allotment turning out to be 
already occupied, or not suitable for 
cultivation. In the former case, many a time 
the allottees have been involved in protracted 
and expensive legal wrangles with the 
onginal occupants of the land, an exercise 
they can hardly afford. Some means do exist 
of relaxing the land availability constraint, 
such as the release of government land or 
forest land, or the acquisition of land in the 
command areas of irrigation projects (based 
on the combined implementation of ceiling 
laws and land consolidation, as noted above). 
Even then, the question as to whether enough 
land is available for a literal application of 
the land-for-land principle to all displaced 
persons remains highly controversial. 

It is not being suggested here that the 
displaced should be denied the right to land- 
based compensation. An exclusive focus on 
the land-for-land strategy may, however, 
constrain the rehabilitation package, 
especially if community resettlement is 
considered. Rather, it is argued that giving 
displaced persons a choice between land- 
for-land compensation and other options 
(involving less reliance on the full 
replacement of land assets) may be a way 
of protecting that right without running into 
the land scarcity problem, which an 
indiscriminate application of the land-for- 
land principle ine\itably raises. 

While all the possible ways of identifying 
and acquiring resettlement land must be 
worked out, non-agricultural and non-land 
based strategies of rehabilitation should be 
given far more serious attention than they 
have received, in order to devise feasible R 
and R packages. Employment in the project 
and various forms of self-employment, 
including those exploiting the opportunities 
created by the construction of the project, 
should be considered. The displaced can be 
helped into alternative lines of livelihood 
such as aqua-culture in the reservoirs, 


production of poultry and dairy products, 
supply of industrial intermediate raw 
materials and other goods and services, etc. 
Institutional assistance in the form of credit 
and training should be provided. In the case 
of the Durgapur Steel Plant, for example, 
nearly two-thirds of households deemed 
eligible for compensatory provisions 
received permanent employment. Another 
24 per cent were engaged in informal-sector 
industrial and service activities. These 
categories were able to better their economic 
status in the post-project period compared 
to the pre-project one. 12 

Standard of Living: The principle most 
generally invoked with regard to resettlement 
and rehabilitation is that, compared with the 
pre-displacement situation, all project- 
affected persons should have a similar or 
higher ‘standard-of-living’. This principle 
has a broader thrust than the cash-for-Iand 
or the land-for-land principles of 
compensation. Those may be even thought 
of as means to implement this general 
principle. 

According to Amartya Sen (1987), the 
standard of living of a person essentially 
refers to what that person has the opportunity 
to be or do (as opposed to his or her 
possessions, or ‘utility’, or happiness). At 
a general level, the standard of living of an 
individual can be seen to depend on his or 
her personal characteristics, as well as on 
his or her ‘entitlements’ to the commodities 
(marketable or non-marketable) that make 
the relevant activities possible. 

While the demand for restoration of the 
pre-project standard of living has been 
general, it has been particularly prominent 
in World Bank documents, inculding its 
operational guidelines. The World Bank, 
however, adopts a rather narrow 
interpretation of the ‘standard of living’, 
focusing primarily on income restoration 
(and to some extent also on ‘livelihood 
replacement’). One reason for this emphasis 
has been that income restoration (or 
livelihood replacement), it is argued, tops 
the priority list of displaced persons. The 
focus on income restoration is also seen as 
a rational response to the widely-observed 
impoverishment of project-affected 
persons. 11 On the basis of this enterion, the 
displaced families should be given access 
to sufficient productive resources to recreate, 
and sometimes improve, lost income-earning 
opportunities. According to World Bank 
findings, when people are compensated with 
land and jobs (rather than just cash), and 
given institutional assistance, successful 
income restoration is typically achieved after 
a transition period. This is especially so 
when the displaced are given a share in the 
immediate benefits created by the project 
itself, eg by resettling them in the command 
areas of irrigation projects (in India this has 
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been the case with the Maharashtra II 
Irrigation Project); by helping them to 
develop reservoir aquaculture; or by enabling 
them to take advantage of commercial 
opportunities around the newly created 
infrastructure [World Bank 1994a], 

Theconcept of standard-of-living has been 
a subject of some debate and its actual content 
continues to be a matter of serious argument. 
Nevertheless, it can be safely said that the 
standard of living is not only a matter of 
restoring incomes (or replacing livelihoods), 
as emphasised by World Bank policy on 
resettlement and rehabilitation. Fulfilment 
of basic needs are important and the provision 
of public services (health care facilities, 
sanitation, water, electricity, educational 
facilities, etc.) should be a significant 
component of rehabilitation packages aimed 
at restoring at least a minimum standard-of- 
living. Indeed, empirical studies suggest that 
the affected people consider the provision 
of public services important. Neither the 
cash-for-land principle nor the land-for-land 
principle pay adequate attention to the 
provision of such services. 14 

Moreover, just preserving the pre-project 
standard of living is not enough. As 
Mahapatra (1994) has argued, the "\. .essence 
of any comprehensive rehabilitation process 
should be development of affected people 
on a sustainable basis rather than 
concentration on mere relief and meagre 
welfare activities.” Although development 
projects are undertaken to provide general 
benefits, in past experience, costs and benefits 
have been borne by different categories of 
people. This may seem inevitable because 
of the conflicts between national interests 
and the immediate interests of the people 
displaced by development projects. The 
remarkable point, however, is that the latter 
has almost invariably consisted of 
disadvantaged and deprived sections of the 
population. When resources are located in 
areas occupied by more advantaged groups, 
the relocation of the latter, in order to make 
use of the resources for national development, 
is never proposed [Mathur 1995; 
Arceparampil 1989]. This contrast brings 
out the importance of bargaining power and 
political organisation in ensuring that the 
project affected people receive a share of the 
benefits arising from the project itself. 

Bargaining Approach : The central 
question with respect to resettlement and 
rehabilitation, as can be seen in the light of 
the above discussions, is what constitutes 
"adequate and appropriate* resettlement and 
rehabilitation, and who is to judge the 
adequacy of resettlement measures? Even 
the standard-of-living approach raises such 
issues. What constitutes the standard-of- 
living? Who is to decide whether the standard 
of living of the displaced people has been 
restored? 1 n the present context, the state and 


the project authorities are the agenda-setters, 
effectively determining the terms and 
conditions of resettlement and what (if 
anything) is negotiable. Once the decision 
to construct a project is taken, as far as the 
project-affected people are concerned, 
displacement is inevitable, whether they 
agree to it or not. Their compensation, 
resettlement and rehabilitation are 
determined in a "top-down* manner by the 
policy-makers, without consulting them and 
without sufficient knowledge of their needs 
and interests. The project-affected are simply 
expected to comply with the standards set 
by those in authority. 

An alternative approach consists of seeking 
voluntary resettlement based on collective 
bargaining between displaced persons and 
the state (or project authorities). A simple 
version of this approach involves giving 
displaced persons a right to refuse 
displacement,and leaving it to project 
authorities to put forward a rehabilitation 
package which displaced persons find 
acceptable. This is the most obvious way of 
giving displaced persons bargaining power 
that would make it possible for them to 
negotiate a substantial share of project 
benefits. 

The advantages of reaching a situation 
where resettlement takes placeon a voluntary 
basis are fairly obvious. Aside from helping 
to guarantee that displaced persons are not 
adversely affected by the resettlement 
process, this approach greatly facilitates the 
implementation of resettlement measures 
(once these measures have been agreed upon), 
since al 1 the parties involved have an incentive 
to cooperate [Drze 19941. 

The bargaining approach, however, has 
demanding institutional and political 
requirements. In particular, the feasibility of 
this approach depends on the existence of 
credible representative organisations of the 
displaced persons and project beneficiaries, 
and on the establishment of an effective 
negotiation procedure. The Narmada Water 
Disputes Tribunal can perhaps be considered 
as an illustration of the feasibility of certain 
kinds of collective bargaining in the context 
of large development projects, although it 
obviously failed to include an adequate 
representation of the needs and interests of 
displaced people (had they been given a 
right to refuse displacement, their active 
participation could not have been so easily 
dispensed with). 

The bargaining approach has received little 
attention so far, and that resistance is not 
difficult to understand. This approach 
effectively gives project-affected persons a 
right of veto against the project, which the 
state and project authorities may not be 
willing to concede. Also, it may be argued 
that the cost of this approach would be 
prohibitively high, if project-affected persons 


make unreasonable demands. However, if 
project authorities are confident that the 
project has a high rate of return even after 
displaced persons are adequately 
compensated, they ought to be able to design 
a resettlement package which is acceptable 
to displaced persons and still preserves the 
economic viability of the project. Also, as 
has been mentioned earlier, a generous 
resettlement package is often economic in 
comparison with the huge escalation of 
project costs that invariably follows from 
protracted conflicts between project 
authorities and displaced persons. One 
interpretation of the bargaining approach is 
that it tries to give displaced persons a stake 
in the timely implementation of the project, 
rather than its delay or non-completion. 

Given its potential advantages, the bar¬ 
gaining approach deserves greater attention. 
The institutional issues it raises arc far- 
reaching, and even its financial implications 
call for careful investigation. But the 
feasibility of this approach should not be 
dismissed until it has been tested in practice. 

IV 

Concluding Remarks 

Resettlement and rehabilitation issues need 
to be taken far more seriously than they have 
been in the past. So far, R and R has tended 
to be considered as some ki nd of ‘external ity * 
of development projects, and investment in 
R and R has been minimised. This approach 
has led to widespread impoverishment o! 
project-affected persons, and also to conll ict 
between them and project authorities that 
have had extremely high financial and human 
costs. It is in this context we have set out 
a case tor a national policy on resettlement 
and rehabilitation. 

This paper has also attempted to clarify 
the basis of different principles and 
approaches often used in policy proposals, 
including (1) cash compensation, (2) the 
land-for-land principle, (3) the standard of 
living approach, and (4) the bargaining 
approach. Cash compensation appears to be 
clearly defective as a basis of resettlement 
policy. There is no obvious way of putting 
a ‘price* on many of the losses experienced 
by displaced persons, and experience also 
suggests that large cash' payments tend to 
be poorly used by their beneficiaries. 

The land-for-land principle provides a 
more reliable basis of compensation, but it 
raises the question as to whether sufficient 
land can be made available for all displaced 
persons. This principle is also quite 
constraining, in the sense that it makes no 
useof the possible "substitutability* between 
land and other resources in formulating a 
resettlement package. It has been suggested 
here that a less constraining approach would 
be to give displaced persons the right to 
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choose land-fbr-land, but also the option of 
being compensated (fully or partly) in other 
ways 

The standard ol living approach requires 
that the standard of living of displaced persons 
be at least as high after resettlement as before 
it, without specifying any single means 
through which compensation should be 
offered The principle is fairly 
uncontrovernal, but raises difficult issues of 
assessment, since there is no agreed way of 
evaluating the standard of living In practice, 
the tendency has been to take a narrow view 
of the standard of living, defined in terms 
of income or expenditure This tails to do 
justice to other bases of human well-being, 
such as common property resources, public 
services and social interaction 

Finally, we have discussed the bargaining 
approach, which seeks to achieve voluntary 
resettlement based on collective bargaining 
between displaced persons and project 
bcnctic lanes The central idea of this 
approach is that, it the project authorities are 
serious about providing a resettlement 
package which promotes or at least protects 
the standaid of living of displaced persons, 
they ought to he able to persuade displaced 
persons that resettlement is in their interest 
This non-coerc i vc approach raises important 
institutional and other issues, but, in view 
of the stakes mvol ved, it docs seem to deserve 
further exploration 

Notes 

1 A few states, including Maharashtra and 
Madhya Pradesh have their policies on 
resettlement and rehabilitation 

2 Ad hoc and piecemeal governmental 
resolutions and orders are not based on any 
detailed planning studies They underestimate 
the numbers affected and undervalue the costs 
ol resettlement The process ot R and R earned 
out on their bases run into serious snags 
during implementation 

^ See Public At counts Committee Reports 
(1982, 1985) ol the government of India 

4 See Vas warn (1992), and also Sudhakar Reddy 
(1994) 

5 Public purpose would mean interest of the 
public as opposed to that of an individual 
[Parsuraman 1994] However, a* these 
interests are also determined pmnonly by the 
economically and politically dominant groups, 
the amorphousness of the term leaves it open 
to distortion and manipulation 

6 This also raises the question of legal reform 
to resolve the contradictions between rights, 
guarantees and special status given to various 
groups in the Indian Constitution and taws 
passed by the British government before 
independence The Indian Constitution pro¬ 
vides foracharter for reform oflaws, especially 
the colonial ones that violate fundamental 
rights and principles [Singh 1991] 

7 See Appa (1992) 

8 On this, see David Peaice’s (1995) Economic 
Values and the Natutal World According to 
Pearce, economic values reflect individuals' 
willingness either to pay for benefits or to 
avoid costs He has formulated the following 


categories 

Total Economic Value » Direct use value 
+ Indirect use value + Option value 
+ Existence Value 

Direct and indirect use values reflect the 
values of current uses, option value refers to 
people's desire to preserve resources for 
possible future uses even when such use is 
not taken advantage of in the present, existence 
value refers to people's desire to preserve 
irrespective of actual or potential use 

9 See also Appa (1992) 

10 Projectauthonues are also under the obligation 
to make these resettlement sites inhabitable 
by providing basic infrastructure and services 
such as water, electricity, sanitation, roods, 
education and health centres, other civic 
buildings, help with house construction, and 
so on 

11 Other contributory and conducive factors were 
also present There was strongpoliUcal support 
forthe affected, who had organised themselves 
and put pressure on local and district level 
bodies Also, most of the project-affected had 
relatively strong pre-project socio-economic 
positions 

12 Sec Parsuraman (1994) 

15 Cernca (1988), comparing the findings of 
several empirical studies, found that the 
ultimate common factor underlying the broad 
spectrum of reported displacement con¬ 
sequences is the onset of impoverishment 
[Mathur 1995] 

14 The standard of living also has other bases, 
other than income or public services, which 
require adequate consideration Common 
property resources, for instance, account in 
some cases for as much as 40 per cent of all 
consumption For tnbols with tow cash 
incomes access to fuel, fodder, small timber 
and non wood forest produce is critical for 
survival and subsistence [Guha 1994] 
Moreover, the displaced are often enmeshed 
in social networks which play a significant 
economic role in their total livelihood Social 
networks arc important means of exchange 
of goods (food, tools etc) and services (e g 
exchange labour) An} attempt at restoring, 
and perhaps improving, the pre-project 
standard of living will have to compensate 
for these losses with similar or alternative 
opportunities 
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Involuntary Resettlement 

Survey of International Experience 

Roll Asthma 

Involuntary resettlement consists of two closely related yet distinct processes: displacing people and rebuilding 
their livelihoods. This paper beginning with a brief discussion of the Scudder-Colson relocation theory which has 
greatly influenced resettlement theory and policies in many countries goes on to review international experience , 
using a risk model which shows how impoverishment can occur as a result of displacement. 


Resettlement is social change writ small.... 

- Guggenheim and Cemea (1993) 

I 

Introduction 

THE 1980s have been called by some as the 
“decade of displacement'*. Whether caused 
by disasters that ranged from famines in 
Africa, wars in the west Asia, to homelessness 
in America, the close of the 20th century will 
be remembered for the large numbers of 
people evicted from their houses, farms, and 
communities and forced to find a living 
elsewhere IGuggenheim and Cemea 1993J. 
Resettlement has, consequently gained 
importance in development literature due to 
(i) a worldwide concern over the adverse 
environmental and social costs of large 
infrastructure projects; and (ii) the well- 
organised and well-publicised resistance 
movements against involuntary resettlement 
in many countries, e g, the Regional 
Commission Against Large Dams (CRAB) 
in Brazil, and the Narmada Bachao Andolan 
(NBA) in India. 

In developing countries, the scale of 
development-related population displace¬ 
ment has grown rapidly over the past few 
decades due to the compelling need for 
infrastructure as a result of fast-growing 
population densities. The World Bank 
(1994a) estimates that the displacement toll 
of the 300 large dams that, on average, enter 
into construction every year is estimated to 
be above 4 million people. The urban 
development and transportation programmes 
being started in the developing countries are 
estimated to displace an additional 6 million 
people. Over the past decade, it is estimated 
that about 80 to 90 million people have been 
displaced as a result of infrastructure 
programmes for dam construction, and urban 
and transportation development. Investments 
in other sectors have increased this number 
further. Some estimates of national 
resettlement caused by development projects 
are provided in Table l. 

Developing countries invest around $ 200 
billion per year in new infrastructure [World 
Bank 1994b]. The social and economic 
returns from these projects have been high. 
However, a lot still needs to be accomplished 
if the entire world population has to be 
provided with access to basic necessities, 


and, as such, investment in infrastructure is 
expected to continue growing over the next 
couple of decades at least. The challenge of 
'solving* the resettlementdilemma can,then, 
only grow. 

Involuntary versus Voluntary Resettlement. 
It is important to distinguish between 
involuntary and voluntary movements of 
populations at this stage. Anthropologists 
identify 'push* and 'pull* factors as 
influencing voluntary out-migration - the 
former forcing people out of their traditional 
localities, and the latter attracting them to 
move to new ones. The difference between 
involuntary and voluntary population 
movements is that the former are caused by 
'push* factors only. 'Pull* factors, if any, are 
the exception rather than the rule. Therefore, 
levels of anxiety and insecurity are much 
higher among involuntary resettlers 
[Guggenheim and Cemea 1993]. Another 
difference between involuntary and voluntary 
displacement lies in the composition of the 
displaced population. The latter mostly 
consist of young families in the early stages 
of their household life cycle. Migration is 
gradual, and social and economic ties with 
their villages are maintained, and serve as 
a cushion in adverse conditions in the new 
environment. Involuntary resettlement 
programmes, by contrast, are indiscriminate. 
Entire populations are forced to move, 
disrupting the diverse risk avoidance and 
social insurance mechanisms present in 
v. iages [Guggenheim and Cemea 1993]. 
Involuntary resettlement consists of two 
closely related yet distinct processes: 
displacing people and rebuilding their 
livelihoods. The complexity of involuntary 
resettlement and the enormous diversity of 
project situations make achieving good 
resettlement a formidable task. When people 
are displaced, production systems may be 
dismantled, kinship groupings disrupted, and 
long-established residential settlements 
disorganised. People's lives are affected in 
very painful ways. Many jobs and assets are 
lost. Health care tends to deteriorate. Links 
between producers and customers are often 
severed, and local labour markets are 
disrupted [World Bank 1994a]. 

Disaster-Related versus Development- 
Induced Resettlement. Involuntary resettlement 
caused by development differs in important 
ways from involuntary displacement caused 


by famines or waresThe displacement caused 
by development projects is the outcome of 
a planned political decision. Development 
projects causing resettlement, unlike famines 
and wars, are seen to fit into the nation’s 
ideology and the larger social good 
[Guggenheim and Cemea 1993]. Another 
difference is that people displaced by wars, 
famines or other natural or man-made 
disasters are generally able to return to their 
homelands once the turbulence has subsided. 
Their main requirement, then, is sustenance 
and support in the interim. Refugee camps 
and development programmes typically take 
care of their needs by concentrating on labour 
intensi ve, short-term employment generating, 
projects. In contrast, development-induced 
displacement is permanent in nature. Interim 
sustenance and support is, therefore, not 
enough for the requirements of oustees. They 
need permanent income-generating and living 
conditions. Short-term programmes like 
provision of relief payments and refugee 
camps are not enough. Successful resettle¬ 
ment programmes for development projects 
must provide the elements for developing 
long-term attachments to the new site: new 
agricultural lands, social connections with 
host communities, and symbolic identi¬ 
fications with the new environment 
[Guggenheim and Cemea 1993]. 

'Resettlement' in this paper, except in one 
case, refers toinvoluntaiy resettlement caused 
by large-scale development projects. 1 begin, 
Section II. with a very brief discussion of 
the Scudder-Colson relocation theory, which 
has greatly influenced resettlement theory 
and resettlement policies in many countries. 
Section III discusses the magnitude of the 
resettlement problem. Section IV gives a 
brief overview of the international 
experience with involuntary resettlement, 
concentrating on the empirical evidence for 
Michael M Cemea's (1990) risk model 
explaining how resettlement projects can 
cause impoverishment. I goon, in Section V, 
to specific country experiences. Section VI 
encapsulates the World Bank experience 
with resettlement in projects financed by it. 
Thispaper is merely asurvey of international 
experience with respect to involuntary 
resettlement as a result of development 
projects. It does not purport to be an original 
contribution as it relies mainly on the work 
of many scholars working in various 
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countries, and researching both empirical 
and theoretical issues. 

n 

Scudder-Colaon Relocation Theory 

The prevailing approach to the analysis 
of the social consequences of relocation has 
in recent years been that of Scudder and 
Colson [e g f Scudder 1985; Scudder and 
Colson 1982]. It would be instructive to very 
briefly encapsulate their theory, as it has 
greatly influenced relocation literature and 
resettlement planning in recent years. Briefly 
stated, they argue that relocation, whether 
voluntary or compulsory, is a stressful 
experience. Members of communities 
undergoing relocation react in predictable 
and broadly similar ways “partly because the 
stress of relocation limits the range of coping 
responses ofthoseinvolved” [Scudder 1985]. 
The problems and stresses accompanying 
forced relocation also characterise other types 
oi relocation, although to a lesser degree. 
During the most stressful penod, t e. the 
period leading up to relocation, the move 
itself, and the first few years of adjustment 
thereafter, people tend to behave in 
conservative, risk-avoiding ways, clinging 
to familiar practices and groupings As, and 
if, communities re-establish themselves 
economically and socially, they leave this 
period of stress and insecurity. People now 
begin to behave in more innovative and risk- 
taking ways, and their attitudes become 
increasingly flexible, individualistic and 
open-ended - more so than m the case of 
communities that have not been resettled. 
This is because the simplified cultural 
repertoire and the breakdown of patterns of 
community organisation and leadership that 
occur during resettlement, make for less 
restraints on diversity and individual 
initiative as the relocated community re¬ 
establishes itself. A community may be 
deemed to have successfully passed through 
relocation experience when it is no longer 
outside management, and when it has become 
integrated into the wider regional setting in 
such a way that it has attained economic and 
administrative ability [de Wet 1993]. 

This model has been criticised by some 
scholars [e g, de Wet 1993], because it is 
formulated to explain similarities, rather than 
differences in people's reactions to 
involuntary relocation. It can do so only by 
operating at a fairly high level of generality. 
It has therefore been recognised that what 
is also required is an approach to the analysis 
of relocation which is able to account in 
greater detail fot the nature of people's 
reactions to involuntary relocation, both in 
its more stressful stages, and in the longer 
term. Inasmuch as relocation involves the 
movement of people from one place to 
another, it brings about a change in spatial 
setting or context in which people find 
themselves, and to which they have to adapt. 
It has been suggested, therefore, [dc Wet 


1993] thftt a focus on this dement of spatial 
change will provide us with a means of 
accounting for similarities and differences 
in greater detail. It is in this spirit that we 
now embark upon a survey of the 
international experience with involuntary 
resettlement. 

ni 

Magnitude of the Problem 

What is the magnitude of population 
displacement caused by development 
projects? There are no rigorous global 
statistics about development-induced 
displacement. This absence contributes to 
insufficient public awareness of the serious¬ 
ness and magnitude of such processes. Yet, 
a rough assessment can be made by extra¬ 
polating from availabledata[Cemea 1993b]. 
Table 2 shows the size of displacement on 
a dam by dam basis. A study carried out by 
Cemea in 1986 found that all new dams to 
be constructed under irrigation and 
hydropower projects approved by the World 
Bank between 1979-85 would eventually 
displace approximately 7,50,000 peogfe. 
Subsequent revisions bring this number up 
to about 9,00,000 people. According to the 
World Inventory of Dams, the dams being 
constructed with World Bank assistance are 
but a small fraction of all the dams being 
constructed in the world at a certain point 
of time. Of the 35,000large dams in existence 
worldwide, about 11,000 were completed 
during the 1951-82 penod, at an overall 
averageof340dams per year [Cemea 1993b]. 
Given the imprecision of available statistics, 
Cernea (1993b) makes a conservative 
estimate that dams constructed with World 
Bank assistance represented between 5 per 
cent and 8 per cent of the worldwide total 
number of dams under construction during 
1979-85. That means, again with far from 
definitive statistics, that the aggregate number 
of people affected by reservoir submergence 
in dams started in that period could vary 
between 10-15 million people. Thus, each 
year between 1 4 and 2.1 million people arc 
to be displaced worldwide as a consequence 
of new dams only. Despite the incomplete¬ 
ness of this preliminary assessment, the 
aggregate numbers involved are simply 
staggering. On a country by country basis, 
particularly in countries engaged in large 
hydropower programmes, e g, India, China 
and Brazil, the annual “waves' 1 of newly 
displaced people are continuously 
compounding the problem. In addition to the 
displacements caused by water related 
programmes, massive forced displacement 
is necessitated by other types of constructions, 
such as industrial estates, transportation, 
mines, etc. Massive displacements occur 
also under another category of state- 
sponsored programmes - resettlement 
schemes which allegedly arc initiated for 
improving the condition of those relocated, 
for example, the forced relocation of the 


Bulusu of East Kalimantan (Indonesia), and 
the Betterment Programme in South Africa. 

IV 

Overview of International Experience 

For this section, we shall use a risk model 
developed by Michael M Cemea (1990), 
which shows how impoverishment can occur 
as a result of displacement. This section is 
based mainly on that model, and on empirical 
evidence regarding that provided in World 
Bank (1994a). Cemea (1990) points out that 
when displacement and relocation leave 
people worse off, the empirical evidence 
reveals a set of eight recurrent characteristics 
that need to be monitored closely. They all 
contribute to a process of impoverishment. 
Thus, the “risks to be avoided'* in displace¬ 
ment are: (i) landlessness; (ii) joblessness; 
(iii) homelessness; (iv) marginalisation; 
(v) morbidity; (vi)food insecurity; (vii) loss 
of access to common property asset; and 
(viii) social disarticulation. 

The evidence that substantiates these trends 
is abundant: (i) Landlessness: Land 
expropriation takes away the foundation upon 
which social and economic production 
systems are constructed. Unless that 
foundation is reconstructed elsewhere, or 
replaced by steady income-generating 
employment, landlessness sets tn, social and 
economic productivity cannot be re¬ 
established, and the affected families are 
impoverished [World Bank 1994]. In the 
Kiambre Hydropower project in Kenya, the 
farmers’ average landholdings after 
resettlement dropped from 13 to 6 hectares; 
their livestock was reduced by more than a 


Table 1: Estimates of National Resfttlement 
Caused by Development Projects 


Time- Penod 

Number of 



People 

China 

1950 90 

20.000.000 

India 

1950-90 

18,500,000 

Thailand 

1963-77 

1.30.000 

Brazil 

1980-90 

4,00,000 

Turkey 

1980*90 

3,00,000 

Source : Guggenheim and Cemea 1993 

Tabi^ 3. Selected Dam Projects with 

Resettlement in Mexico 


Project 

Completion No of People 

Name 

Date 

Displaced 

San Juan Tetelecingo N A 

22,000 

Zimapan 

1994 

2,500 

Aguamilpa 

1993 

1,000 

Cerro de Oro 

1989 

18,000 

Caracol 

1986 

7,000 

Pujal-Coy, Phase 1 

1982 

23,400 

Pujal-Coy, Phase II 

1982 

10.800 

Colorado 

1982 

13,260 

Bajo Candelaria 

1982 

5,800 

Angostura 

1972 

15,483 

Culiacan 

1967 

25.200 

Miguel Aleman 

1957 

21,000 


Source: Guggenheim, S E (1991) 
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third; yields per hectare decreased by 68 per 
cent for maize and 75 per cent for beans. 
In Indonesia, it was found that several years 
after the cash compensation given to reservoir 
families, their land ownership was 47 per 
cent lower and their income was halved. 
Similar evidence was also found in Brazil, 
(ii) Joblessness : For several categories of 
people whose existence depends on jobs - 
including landless labourers in reservoir 
areas, shopkeepers, shop-workers and small 
businessmen - displacement effects are 
stronger through the loss of jobs than the 
loss of income. The employed landless, points 
out World Bank (1994a), lose in three ways: 
(a) they lose access to land owned by others 
and leased or share-cropped; (b) job 
opportunities, primarily in urban areas; and 
(c) foregone assets under common properly 
regimes. In the Madagascar Tana Plain 
project, private small enterprises being 
displaced by 1993 arc entitled to no 
compensation, and lose their places of trade 
and customers. A study of the Argcntina- 
Paraguay Yacyreta project found a 17 per 
cent unemployment rate in the resettlcr 
communities, which was much higher than 
the rates in the population as a whole. In 
the Churchill-Nelson Hydro project in 
Mantiobal, Canada, the economic activities 
of resettled indigenous people were curtailed 
drastically, (iii) Homelessness: Ixjss of shelter 
is temporary for most of those displaced, but 
for some families it may remain a chronic 
condition. If resettlement policies do not 
explicitly provide for improvement in 
housing conditions, or if compensation for 
demolished shelters is made at assessed 
market value rather than replacement value, 
the risk of homelessness is increased [World 
Bank 1994a). A study of the Camcroon- 
Douala Urban resettlement found that over 
2,000 displaced families were hindered in 
their efforts to set up new permanent houses; 
and less than 5 per cent received loans to 
help pay for assigned house-plots. At the 
Foum-Gleira irrigation project, Mauritania, 
only 200 out of the 881 displaced families 
reconstructed their housing, the rest living 
precariously for two years longer in tents or 
under trauplins. (iv) Marginalisation : 
Marginalisation occurs when fami lies cannot 
fully restore lost economic strength. Middle- 
income farm households do not become 
landless, but become smallholders. Families 
previously in precarious balance above the 
poverty line may fall below it and never 
recover, even without hecoming landless 
[World Bank 1994a). In ihc Nepal Kulckhani 
Hydroelectric project, it was found that the 
majority of displaced people were worse off 
socially and economically, due to lower 
productivity of new land, and lcssdi versified 
production. Marginalisation also occurs 
through the loss of off-farm income sources, 
In Sri Lanka’s Kotmale project, it has been 
assessed that marginalisation occurred 
because opportunities for non-farm income 


generation were lost or limited through 
displacement, increasing the economic 
differentiation between evacuees and hosts, 
(v) Morbidity : People forced to relocate 
have a higher degree of exposure to illness, 
and to comparatively more severe illnesses, 
than those who are not. Adverse health 
effects of displacement, particularly when 
projects do not incorporate preventive 
epidemiological measures, are well 
docu mented. The direct and secondary effects 
of involuntary displacement without 
preventive health measures range from 
diseases of poor hygiene, such as diarrhoea, 
and dysentery, to outbreaks of parasitic and 
vector-home diseases such as malaria and 
schistosomiasis caused by unsafe, 
insufficient water supplies and inadequate 
sanitary waste systems [World Bank 1994a]. 
At the Akosombo reservoir settlement in 
Ghana, the prevalence of schistosomiasis 
around the reservoir rose from 1.8 per cent 
prior to resettlement to 75 per cent among 
adult lake-side dwellers, and close to 100 
per cent among their children, within a few 
years after the impoundment. An outbreak 
of gastro-enteritis occurred along the Victoria 
dam reservoir in Sri Lanka. At Nam-Pong, 
a dam in Thailand, monitoring confirmed 
that local rates of morbidity - from liver 
fluke and hookworm infection - were higher 
than provincial levels as a result of 
deteriorated living conditions and poor 
practices of waste disposal, (vi) Food 
insecurity : Undernourishment is both a 
symptom and a result of inadequate 
resettlement. Forced uprooting increases the 
risk that people will fall into chronic food 
insecurity, defined by the World Bank as 
calorie-protein intake levels below the 
minimum necessary for normal growth. 
Sudden drops in food production and loss 
of harvests take place due to disruptions 
caused, and land lost, due to resettlement. 
In addition, rebuilding food production 
capacity at the relocation site may take years 
| World Bank 1994a]. At the Foum-GIcita 
irrigation project, Mauritania, when multiple 
cropping and husbandry was replaced with 
paddy-rice monocropping, diet and cash- 
crop income deteriorated. At the Victoria 
dam project in Sri Lanka, approximately 55 
per cent of the resettled families were still 
receiving food stamps after a long period, 
compared to a much lower rate in the country 
as a whole, (vii) Loss of access to common 
property : For poor and marginal people, 
particularly the landless and otherwise 
assetlcss, loss of common property belonging 
to communities that are displaced represents 
a cause of income stream deterioration that 
is systematically overlooked. Fruit and other 
edible forest products, firewood and 
deadwood for use and sate, common grazing 
areas, and so on, account for a significant 
share of poor households’ income. World 
Bank (1994a) has found that only the Lesotho 
Highlands Water project includes explicit 


provisions for compensating this loss, but 
even here, the project’s management unit is 
lagging behind in the implementation of the 
rural development programme for resettlers, 
(viii) Social disarticulation : The 
disintegration of social support networks 
has far-reaching consequences. It compounds 
individual losses with a loss of social capital: 
dismantled patterns of social organisation 
are hard to rebuild. Such loss is higher in 
projects that relocate people in a dispersed 
manner rather than in groups and social 
units. In the Rcngali dam project in India, 
a sociological study has found various 
manifestations of social disarticulation, such 
as growing alienation, the loosening of 
intimate bonds, the weakening of control on 
interpersonal behaviour, and lower cohesion 
in family structures. Taken together, these 
eight characteristics of impoverishment 
provide a warning model that consolidates 
the lessons of many real processes and clearly 
points to what must be avoided. Idcnti fication 
and anticipation of trends and risks offers 
an opportunity to take policy and project 
actions that could counter the risks. 
Conversely, failure to recognise risks inherent 
along these lines allows such social risks to 
unfold unhindered, causing impoverishment. 
In the next section, we examine some specific 
country experiences, looking at both succes¬ 
ses and failures, and examining the inferences 
that can be drawn from these examples. 

V 

Country Experiences 

The Brazilian Power Sector 

The Brazilian case is particularly 
illuminating from the Indian point of view 
as both countries are vast, with large and 
fast-growing populations. Both are fairly 
industrialised, thus leading to an increasing 
demand for energy consumption. Both 
countries also exhibit wide disparities in 
income and land distribution in the rural 
areas. This analysis is based on a study of 
resettlement programmes in the Brazilian 
power sector done by Serra (1991). Between 
1970 and 1985. Brazil’s electric power 
consumption grew at a rate of 12 per cent, 
reflecting the country’s industrial growth, 
changes in the use of technology and the 
composition of output, increasing rates of 
urbanisation and the extension of electricity 
to larger segments of the population. Forty- 
six new hydroelectric power plants are 
planned in Brazil's 1990-99Expansion Plan. 
They will expand the country’s installed 
capacity by 25,914 MW. An additional 
13,191 square kilometres of land will be 
flooded, increasing by 55 per cent the total 
area occupied by reservoirs used for power 
generation. In the Amazon, six new plants 
are scheduled to come into operation by 
1999. Of these, two [Cachoeira Porteira and 
Ji-Parana) will be located in the tropical rain 
forest and will require reservoirs of around 
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1,000 square kilometres. Current estimates 
of the overall expansion programme will 
have direct or indirect impacts on 
approximately 9,000 Indians, or around 4 
per cent of Brazil’s Indian population. The 
programme will also require the relocation 
of a total non-indigenous riverine population 
of approximately 1,36,000 people (or three 
people per MW of increased capacity). 

One area that has received considerable 
attention, and witnessed a general shift in 
approach in Brazil, is the relocation of 
population groups as a result of the 
construction of hydroelectric plants. In the 
past, the problem of vacating areas to be 
occupied by reservoirs was addressed 
basically from a legalistic and financial point 
of view. The customary solution, as in India, 
was expropriation, i e, a legally founded, 
mandatory real estate transaction between 
the state and landowners. This principle of 
unilateral expropriation of land has come 
under increasing and serious questioning. 
For large landowners, such treatment was 
seen to be adequate, but the same could not 
be said of small and marginal landholders, 
squatters, sharecroppers, tenants and other 
groups. In these cases, like in India, 
compensation is often difficult to apply due 
to lack of documented ownership or user- 
nghts over the land. Further, in many cases, 
compensation does not effectively ensure 
family livelihood even when it is paid. For 
low-income families in rural areas - often 
the largest group to be relocated - the capital 
realised through the sale of their properties 
at the market price does not necessarily 
secure access to other essential resources at 
levels at least equal to those which prevailed 
before expropriation. Again, like India, food 
security and employment are often related 
to social networks which are irrevocably 
disrupted as a result of relocation, and 
compensation alone - however calculated - 
is unable to re-establish these, especially in 
the case of largely illiterate and ill-informed 
people, traditionally ill-equipped to deal with 
new land and labour markets. For the past 
few years, there has been a shift in the focus 
of resettlement policy, particularly with 
regard to small and marginal landowners, 
sharecroppers, and rural landless workers. 
Alternatives other than simple expropriation 
have been explored by the major power 
companies, and the power sector has taken 
on new responsibilities vis-a-vis the displaced 
population. The extent and direction of 
change is being debated extensively where 
on the one hand, the need for an effective 
social policy for the utilities is being 
emphasised, and, on the other, the size and 
involvement of the public sector as a whole 
is seen as excessive. A new Master Plan 
(1990) emphasises a larger role in the 
relocation process of the power sector itself. 
This requires the bridging of the sector's 
conceptual and information gaps, as this 
approach carries implicit within it the need 


for a better understanding of the causal 
relationships involved in compulsory social 
change and in resettlement planning. More 
accurate data are required so that better 
projections of the effects of alternative 
policies can be accurately predicted. Serra 
(1991) points out that utility companies often 
lack information about the number and 
characteristics of involved families. 
Systematic evaluations of the results of 
resettlement programmes are also not 
available. Local participation in the decision¬ 
making process has also been stressed by 
the new resettlement plan. Such participation 
has been very limited in the past. New 
relationships are now sought to be developed 
between the power sector companies, the 
affected population, and the line agencies 
active in areas where plants will be built. 
Relevant agenda are being worked out for 
proper discussion and debate. Adequate 
information is also being made available to 
all parties involved. 

There are many reasons for this evolution 
in power sector policy. First, federal 
legislation since 1981 has called for a more 
rigorous treatment of projects that are capable 
of causing environmental damage. Second, 
development financing agencies have 
increased their requirements with respect to 
treatment of population displacement. This 
is reflected in the formulation of new loan 
conditions, particularly guarantees for 
restoration of socio-economic conditions 
altered by the formation of reservoirs. Third, 
the sector has been strongly pressured by 
academics,environmentalists and civil rights 
activists, and most significantly, by local 
organisations representing population groups 
affected by specific power sector projects. 
We thus see that the power sector has 
undergone a very significant transition in 
recent years. The heightened awareness on 
the part of technical personnel and managers 
with respect to environmental and social 
issues is the result not only of increased 
difficulty in implementing projects due to 
legal requirements and external pressures, 
but also of internal discussion and past 
experience [Serra 1991]. 

Karelian Settlement in Finland 

The resettlement of4,00,000 Karelians in 
Finland from the former Soviet Union 
following the 1939-40 and 1941-44 wars 
wasoneof the largest resettlement operations 
inEuropeanshistory.That was accomplished 
relatively successfully in large measure due 
to the advanced policies and planning 
procedures that governed the resettlement 
operation [Mustanoja and Mustanoja 1993). 
As such, this resettlement programme holds 
some important lessons for contemporary 
resettlement programmes. The following 
section is based on an analysis of the Karelian 
resettlement programme by Mustanoja and 
Mustanoja (1993). Approximately 4,07,000 
persons were resettled in Finland from the 


25,000 square kilometres of Finnish Karelia 
ceded to the erstwhile USSR at the end of 
second world war. Of this population, 
2,23,000 were farmers. The main features 
of the Karelian resettlement project were 
broadly the following [Mustanoja and 
Mustanoja 1993]: (i) the compensation 
system provided for monetary orreal property 
settlement; the monetary settlement was 
partly made in cash and partly in securities; 
and bond values were tied to an index; 
(ii) the holdings offered to the displaced 
provided subsistence for the family; it was 
i n a social and physical environment ensuring 
an acceptable level of living and, for instance, 
the basic social and production infrastructure 
was provided; resettlement and production 
development was supported by extension 
and planning services and fertiliser rations; 
(in) standard design buildings (urban type 
functional houses) and guidance and 
materials in their construction; (iv) the 
primary responsibility for self-sustenance 
was given to families or individuals, and the 
representation of displaced Karelians was 
ensured at all levels of decision-making; 
(v) the displaced were resettled by groups 
into contiguous areas, and municipal and 


Tabi 1 2 . People Affected by Dam-Caused, 

DtSPLACEMENl 


Dam 

Country 

Number of 
People 

Already Built 



Srisailam 

India 

1 ,00.000 

Assad 

Syria 

60,000 

Portile de Fier 

Romania/ 



Yugoslavia 

23,000 

Victoria 

Sri Lanka 

31,300 

Akosombo 

Ghana 

84,000 

Kossou 

Ivory Coast 

83,000 

Kainji 

Nigeria 

50,000 

High Aswan 

Egypl 

1 ,00,000 

Nangbeto 

Togo/Benin 

12,000 

Sanguling 

Indonesia 

53,000 

DanjiangLou 

China 

3.83,000 

Sobradinho 

Brazil 

60,000 

Mangla 

Pakistan 

90,000 

Currently under 



Construction 



Ertan 

China 

30,000 

Shuikou 

China 

68,000 

Tehn 

India 

1,05,000 

Narmada Sardar 



Sarovar 

India 

2,50,000 

Almatu 

India 

1,60,000 

Narayanpur 

India 

80,000 

Itparica 

Brazil 

45,000 

Yocyrcta 

Argentina/ 



Paraguay 

48,000 

Kaynktepe 

Turkey 

20,000 

Under Design 



Kalabagh 

Pakistan 

80,000 

Xiaolangdi 

China 

1,81,000 

Gandhi Sagar 

India 

1 .00,000 

Soubre 

Ivory Coast 

40,000 

Komad Basin 

Swaziland 

20,000 

Kamali (Chisapani) 

Nepal 

50,000 

Three Gorges 

China 

1 ,100,000 


Source: Cemea M M (1993b). 
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religious institutions were transferred to the 
new areas for a transitional period; and 
(vi) the minority interests of Swedish¬ 
speaking municipalities were protected from 
changes due to resettlement, lliese measures 
do not seem very different from those adopted 
by many of the programmes developed to 
take care of groups displaced because of 
development projects elsewhere. However, 
in comparison with recent development 
projects, the Karelian case was different in 
that an unusually large majority of those 
involved understood, and approved of, the 
necessity of the resettlement process, and 
took part in the decision-making. This made 
rapid resettlement and the quick resumption 
of farming possible. The land for 
economically productive resettlement was 
quickly available. A brief forced lodging 
period enabled the two populations to 
understand each other* s culture and ways of 
thinking. Planning, monitoring, supervision, 
administration and management were good 
and participatory. Baseline data were 
available on the economy, population 
characteristics, occupational structure and 
culture. Thus the basis for welfare, 
compensation, and resettlement plans was 
sound. Planning, project-design and 
monitoring were delegated toeminentexperts 
in those fields. Political decision-making 
and teamwork was good and participatory 
[Mustanoja and Mustanoja 1993]. It is 
apparent that the combination of popular 
participation and state flexibility led to one 
of the few successful resettlement 
experiences in the world. 

Yacyreta Experience 

The cause of displacement in the Yacyreta 
Hydroelectric project is a large dam and 
reservoir project. It stands out as one of the 
few cases where a development project is 
leading to urban, and not merely rural, 
resettlement. The vast majority of the 
approximately 48,000 people who will be 
displaced live in the cities of Posadas 
(Argentina) and Encamacion (Paraguay). 
The following section is based on a study 
of the Yacyreta Project carried out by 
Bartolome (1993). The mam component of 
this project is the construction of a 70-km 
long earth and concrete dam on the 
international boundary between Argentina 
and Paraguay, the River Pilcomayo. The 
dam reservoir will, on completion of the 
dam in 1996, will flood rural areas, 
agricultural land, a significant portion of the 
cities of Posadas and Encamacion, as well 
as industrial and commercial facilities, roads, 
bridges, railways, etc. The construction of 
the dam, as well the execution of the needed 
relocations, is the charge of the Entidad 
Binacional Yacyreta, a binational ad hoc 
organisation created by a treaty between 
Argentina and Paraguay. Following World 
Bank and Inter-American suggestions, the 
Entidad developed Resettlement and Social 


Action Programmes. Social planning units 
have been formed in Posadas and 
Encamacion. The resettlement programme 
was based on the following principles 
[Bartolome 1993]: (i) Yacyreta should 
provide adequate housing (or compensation, 
if that is the preferred option) to the affected 
population, and particularly to the most 
deprived sectors; (ii) compulsory relocation 
imposes severe strains upon the living 
conditions of the affected population, 
generating a multidimensional stress that 
impinges on all aspects of life, as attested 
by worldwide experience in this respect; 
(iii) an adequate resettlement programme 
should go beyond the simple replacement, 
or even improvement, of housing conditions, 
and provide ample support to the affected 
population in order to help them to adapt 
to the new housing conditions, rebuild their 
social and economic networks, protect their 
health throughout all the stages of the 
resettlement process, restructure community 
organisation and, in general terms, to improve 
their occupational and income producing 
activities in order to cope with higher fixed 
costs imposed by resettlement; and (i v) social 
support actions should not generate depend¬ 
ency on patron-client relationships between 
Yacyreta and the affected population, but 
promote autonomy and self-reliance. They 
should use existing organisations where 
possible. 

A detailed preliminary assessment of the 
resettlement process so far has ben carried 
out by Bartolome (1993) with nine years of 
firsthand experience. Without going into the 
details and technicalities of that analysis, I 
will briefly mention his general conclusions. 
The key to understanding the social con¬ 
sequences of resettlement and, consequently, 
the design of sound social policies capable 
of ameliorating negative impacts and helping 
people make good use of the new opportunity 
structure generatedby the large-scale projects 
lies, according to him, in the study of coping 
and adaptive behaviour under these peculiar 
circum-stances. The urban poor, who make 
up the bulk of the population affected by 
Yacyreta in the Posadas, are not a tradition- 
bound human group. Their very survival 
depends upon their quick perception and 
utilisation of whatever resources are available 
to them. Thus, resettlement came to be 
regarded as a possibility and not simply a 
catastrophe or a nuisance, and they rapidly 
developol strategies to gain control over 
whatever benefits it could deliver. In spite 
of some problems, they have adapted well 
to the new living conditions. Not a few of 
them have been able actually to improve 
their general economic standing by making 
use of the opportunities directly or indirectly 
offered by Yacyreta. Although it is too early 
to draw definitive conclusions to speak in 
terms of the success or failure of the entire 
programme, this first and preliminary 
assessment suggests that with adequate 


relocation policies and social support, the 
negative social impacts of forced relocation 
cannot only be overcome but transformed 
into opportunities for social betterment. 

Resettlement Experience in Ghana 

Between 1961 and 1981, two hydroelectric 
plants were constructed in Ghana on the 
Volta River, one at Akosombo and the other 
at Kpong. They harnessed the waters of the 
VolLa River to produce hydroelectric power 
within Ghana and for export. In both cases, 
people were displaced and resettled: the 
Akosombo reservoir displaced nearly 84,000 
people, while resettlement in Kpong was 
about 6,000. V Q Adu-Aryee (1993) has 
made a study to determine the extent to 
which the resettlement experience m 
Akosombo guided the planning and 
execution of Kpong. Several factors make 
a reasonable comparison difficult. Akosombo 
is a much bigger project than Kpong. The 
backgrounds of the two projects, the reservoir 
area, the numbers of people involved, and 
the timing of the two are significantly 
different. Moreover, whereas Akosombo*s 
resettlement has been evaluated on several 
occasions, there is no comprehensive and 
empirical assessment of the Kpong 
resettlement scheme. However, Adu-Aryee 
points out, in spite of these majordifferences, 
the comparison is important. The dynamics 
of resettlement, regardless of size, are in 
many ways similar. 

Let us briefly examine the difference in 
the resettlement approach of the government 
to determine whether lessons from the 
Akosombo experience were learnt in 
improving the Kpong process: (i) Land 
Acquisition : In the Akosombo resettlement 
process, the government simply announced 
its intention to expropriate land by posting 
an acquisition notice. The requirement that 
any person claiming compensation for 
acquired land should produce documentary 
evidence to prove ownership, lay at the root 
of the Akosombo resettlement problem. This 
requirement fails to lake into account the 
fact that, although a Deeds Registry exists 
in Ghana, titles under customary law are not 
written down. This factor made it difficult 
for genuine owners of land to establish their 
claims for compensation. Payment of 
compensation for these lands is still 
outstanding in many cases. As a result, 
indigenous landowners continue to deny 
settlers access to their allocated farmlands. 
Moreover, government land acquisition for 
resettlement was often resisted. The Kpong 
resettlement scheme tried to avoid these 
problems by pro-actively disseminating 
information regarding dissemination far and 
wide. Also, a law was passed in 1986 making 
it compulsory to register all land titles, thus 
seeking to abolish land ownership proof- 
related problems. 

(ii) Resettlement Farms : Implementation 
problems of the Akosombo agricultural 
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resettlement scheme centred on the late 
acquisition of resettlement lands, clearing 
insufficient land for farming by settlers, and 
the denial of access to the resettlement 
farmlands by owners who claimed that they 
had not been paid compensation. The Kpong 
resettlement agricultural project avoided the 
land problems that afflicted the Akosombo 
scheme by retaining, as far as practicable, 
the resettled communities within their 
traditional lands. 

(iii) Compensation for Crops and Houses: 
Akosombo's methods for evaluating 
compensation entitlements left many 
resettlers with no payment at all. The method 
followed was to replace lost houses and 
lands by highly priced houses against which 
compensation for both houses and crops was 
calculated, thus enabling the government to 
avoid setting large cash outlays to compensate 
for lost crops and houses. The house 
compensation policy for the Kpong 
resettlement scheme was not in any way 
linked with crop compensation payments. 
The two types of compensation were handled 
separately. 

(iv) Agricultural Policies: The nature of 
the agricultural resettlement policy for the 
Akosombo resettlement scheme was largely 
dictated by the government’s agricultural 
policy, embodied in the Seven-Year 
Development Plan. This plan favoured large- 
scale mechanical farming. The need for 
expanding and improving agricultural 
production was given the greatest emphasis. 
Hence, an inflexible and complex system of 
setting up permanent farms employing 
modem scientific farming techniques was 
adopted, as part of a largely top-down 
planning exercise. By contrast;the Kpong 
agricultural resettlement policy was basically 
a flexible, simple, and pragmatic one. It took 
into consideration changes in the availability 
of farm labour. Land was to be cleared in 
stages, and plots made available as demand 
was created. The rationale for this was the 
avoidance of wastage. 

(v) Land Development: Initially, land 
clearing for Akosombo settlers was done by 
heavy land clearing equipment. Adverse 
weather conditions slowed down the clearing 
of farming land with the use of machinery. 
When the failure of the mechanised 
agricultural programme had become apparent 
by 1966, a more modest objective of clearing 
subsistence plots was adopted, and hand¬ 
clearing was advocated. The Kpong scheme, 
in contrast, although also beset with lack of 
equipment, was better managed in this 
respect. July 1987 saw the completion of 
land development arid allocation of farm 
plots in five of the six resettlement areas. 

(vi) Land Utilisation : The Akosombo 
agricultural scheme was implemented in a 
vastly different way from that planned largely 
because of the insignificant amount of land 
cleared. Where land had not been cleared 
and allocated, settlers were forced to return 


to their old system of shifting cultivation. 
Poor land utilisation was mainly due to two 
reasons: (a) poor site selection and poor 
agricultural preparation; and (b) low rainfall. 
Kpong settlers, on the whole, worked on 
their allocated plots. Adu-Aryee (1993) 
concludes that unlike the Akosombo 
resettlement, the Kpong resettlement was 
implemented as part of the main hydroelectric 
project. With six years to plan and execute 
them (as against two for Akosombo 
resettlement), the studies and surveys for 
Kpong proved to be very useful in the 
resettlement programme. The agricultural 
resettlement policy for Kpong was simple 
and a flexible departure from the ambitious 
large-scale mechanised programme 
envisaged for the Akosombo resettlement. 
Land acquisition, compensation, availability 
and development were beset with fewer 
problems. This was due to the seriousness 
with which the compensation issue was 
addressed. In land development, the 
important lesson was to keep mechanisation 
to a minimum because of problems connected 
with maintenance. Socio-political and 
tenurial problems were kept to a minimum 
in the case of Kpong by containing the 
affected population in customary units as far 
as practical within their traditional 
boundaries. This policy helped to lessen 
strains and conflict in the areas of traditional 
authority, jurisdictional powers and ethnic 
minority identity. In general terms, therefore, 
Akosombo clearly provided lessons for 
Kpong in the areas of timing, agricultural 
policies, land compensation and tenure 
policies, land preparation, and extension 
work prior to relocation. Adu Aryee makes 
a concluding generalisation from this 
example to state that a successful resettlement 
programme, especially where rural 
communities are involved, must ensure the 
preservation of the traditional mode of life, 
values, and cultural practices of the settlers. 
They should be able to carry on with their 
normal activities, and preserve their dignity 
and self-respect. Innovations and ideas that 
attack the traditional lifestyle of the settlers 
must be kept to a minimum, introduced 
gradually, and with the people’s fullest 
consultation and participation. 

Ethiopian Experience 

This analysis is based on a study of the 
resettlement experience of the Beles Valley 
project carried out by Agneta et al (1993). 
The main goals of the resettlement 
programme were to allow the resettled 
population to reach food self-sufficiency, 
and to integrate the area into the regional 
economy. Ever since the start of the project, 
while most of the infrastructure has already 
been built, economic integration of the area 
with the region, and self-sufficiency of the 
resettled population, have not yet been 
achieved. Among the underlying causes of 
these shortcomings, the negligible 


consideration given to such important 
aspects of the planning exercise as the 
impact of the new environment on the 
health status of the population, the lack of 
incentives and support for the settlers, and 
the lack of research into the social, 
economic, and cultural conditions of the 
resettlement area stand out [Agneta et al 
1993]. The authors feel that planning for 
Beles suffered not just from operational 
mistakes, but also from the absence of 
clear adequate planning policies based on 
already known information about 
resettlement. In addition to the lack of 
anthropological research on the resettler 
and host populations, resettlement planning 
faces serious difficulties overcoming the 
transition phase. Had deeper and more 
careful studies been carried out, much of 
the suffering and hardship of the resettlers 
could have been avoided. The project, the 
authors further point out, focused mainly 
on the infrastructural development of an 
area where people had already been moved, 
rather than proposing a range of solutions 
to basic problems such as the self- 
sustainability of the households, the 
diversification of the fanning systems, the 
integration of the resettlement area into a 
regional economy, and the negotiation of 
conflicts den ving from host-settler disputes 
over land use and over the share of benefits 
resulting form the project. Resettlement 
planning underestimated such key issues 
as the role of the household in the 
subsistence economy as well as the potential 
of kinship relationships, of neighbour 
networks and of the common ethnic origin 
in order to sustain the resellers’ initiative. 
Relying mainly on a strategy of collective 
production, the Beles Project was based on 
a highly centralised top-down decision¬ 
making process. Only the relatively marginal 
economic activities were left under the actual 
control of the resettler households. The 
approach used by the planners of the Beles 
Project risks delaying the shift from a 
transition phase into an economic and social 
development stage [Scudder 1985]. 

Resettlement in Mexico 

Table 3 shows some of Mexico’s more 
recent dam projects and the population 
displacement that they caused. This section 
is based largely on Guggenheim’s (1993) 
study of the Mexican resetdement experience. 
Like many other countries, Mexico’s 
experiences with resettlement have not been 
happy ones. Proposed resettlement sites were 
several hundred kilometres away, located in 
dense tropical forests. With the typically 
poor soils and multiple crop diseases of 
tropical areas, resettlers’ farms soon degraded 
the land, and productivity collapsed 
[Guggenheim 1993]. Unrest caused by 
mishandled resettlement spread throughout ' 
Indian Oxaca: The army was called into the 
affected communities at least seven times to 
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quell local protests. The hostile and strange 
environment led many of the resettled 
Mazatec and Chinantec Indians to abandon 
the resettlement sites and take their chances 
squatting around the reservoirs that had 
inundated their lands. More recently, the 
government has initiated a corrective action 
programme that has attempted to locate and 
acquire replacement lands around the 
reservoir for the impoverished population. 
Hampered by local bitterness and lacking 
adequate funds, staff, and direction, the 
programme has accomplished little. To the 
extent that documentation is available, 
resettlement outcomes in other parts of 
Mexico do not diverge markedly from the 
stories of Ccrro de Oro nd Miguel Aleman. 
As Guggenheim points out, that “while 
hindsight always improve visibility”, in 
general terms, planning shortfalls affecting 
development-induced resettlement can be 
summarised as follows: (i) Resettlement 
planning occurs in a policy vacuum. Nearly 
all the laws guiding resettlement refer to 
taking lands away. Mexico lacks a legal 
mechanism for restoring them; (ii) Without 
clear policy objectives for helping displaced 
populations rebuildiheircommunities, farms, 
and social lives, other than by providing 
compensation for lost assets, there are no 
procedures or planning standards; (iii) The 
institutions responsible for managing 
resettlement arc dominated by technical 
skills: engineers, architects, and urban 
planners. It is no surprise, Guggenheim notes, 
that resett lement planning has focused nearly 
exclusively on new infrastructure such as 
houses, streets and sewers. Using anthro¬ 
pologists to identify local needs and prefer¬ 
ences, or economists to see whether people 
could make a living after they moved, has 
been barely an afterthought; (i v) Resettlement 
planning has been very badly managed. 
Compensation, construction, relocation, and 
social services were spread among different 
offices. As a result, resettlement per se is 
nobody's responsibility and nobody’s first 
priority; (v) The officials charged with 
managing the resettlement programmes 
lacked the authority needed to solve 
problems that cropped up during 
resettlement - those with authority were 
not charged with resettlement; and (vi) 
With the exception of active resistance 
movements, projects also lacked the formal 
and informal channels that would allow 
resettlers to communicate their needs and 
grievances to state and project officials. 
The reservoirs from large dams generally 
affect the most politically marginal and 
remote parts of the country. Moreover, 
Mexico also lacks a tradition of socially 
concerned, activist (NGOs) that have 
assisted resellers in countries like Brazil, 
Canada, the Philippines, and here in India. 
Local communities in Mexico lack 
experience in political communication from 
below. 


Mali Experience in Manantau 

This section is based on research carried 
out by Horowitz et al (1993). Since the 
relocation was completed only in 1987, the 
authors feel that it is too soon to attempt a 
definitive assessment of the impacts of the 
relocation on the local population and on the 
environment. However, enough data are 
available to allow for certain preliminary 
conclusions, and for suggestions about the 
how the process might have been improved. 
While the resettlement planning incorporated 
some of the sophisticated understandings 
that have emerged from research on large-scale 
relocation efforts elsewhere, there remain a 
number of inadequacies in implementation. 
The three principle shortcomings are: (i) the 
absence of a coherent plan for the region’s 
future development; (ii) the lack, despite 
good intentions, of adequate settler and host 
population participation in all phases of 
project planning and implementation; and 
(iii) a flawed understanding of the existing 
social systems, which has resulted in 
inadequate provisioning of land in a number 
of the resettlement villages for sustainable 
resource use over the long term. The 
Manantali project illustrates the following: 

(i) The need for holistic planning of 
involuntary relocation at both local and 
national-regional levels. At the local level, 
resettlement planners should have had a 
greater appreciation of the complexity of the 
system; (ii) More explicit consideration 
should have been given to those specific 
opportunities that were at risk in relocation 
and to new opportunities that werc needed 
in compensation. The lack of any planning 
for economic development to accompany 
the relocation was the project* s greatest error; 
(iii) The people should have been given 
more responsibility for building their own 
homes, or at least given the choice of either 
doing the construction themselves or having 
them built by the project; (i v) Holistic analysis 
has even greater utility at the regional and 
national levels. Planners gave little 
consideration to the role Manantali might 
play in the larger economy, seemingly in the 
hope that some as yet unidentified donor 
would assume responsibility for its 
development; and (v) The importance of 
timely implementation in a resettlement 
project, especially one forced by dam 
construction, cannot be overstressed. In 
Manantali, an initial leisurely tempo of 
contracting for technical assistance was 
succeeded by a frantic period of implement¬ 
ation towards the end of the deadline period. 
Thus, the authors conclude, had 
implementation begun earlier, to allow for 
the planned degree of participation, had the 
complexity of the production system been 
understood and supported, and had the 
project included a development component 
that aimed not merely at reproducing pre¬ 
project poverty, but at increasing economic 


productivity and growth with equity, it 
might have been outstanding. 

Successful Resettlement in Costa Rica 

This analysis of the reasons for the 
successful resettlement programme in the 
Arenal Hydroelectric Project in Costa Rica 
is based on astudy of that process by Partridge 
(1993). Involuntary resettlement associated 
with the project was evaluated by the author 
for the Inter-Amcrican Development Bank 
(IDB)in 1983, a decade after the programme 
began. Ex-post evaluation produced evidence 
that the Arenal resettlement succeeded in 
improving the standards of living and 
returning to the settlers control over their 
own lives in a period of five years after the 
transfer. In particular, the Arenal case 
demonstrates the significance of sound social 
science data in project planning, and the 
critical role that can be played by resettled 
peoples themselves in project preparation 
where they are allowed to participate 
Partridge feels that the Arenal Hydroelectric 
Project resettlement component was well 
prepared. In many ways the project 
exemplifies the use of social science in project 
planning and implementation and contains 
lessons from which we can benefit. Several 
steps taken during the preparation process 
deserve special emphasis because of their 
key roles in facilitating success: (i) early in 
preparation, the executing agency-the 
Instituto Costarncen.se de Electrification 
(ICE)-used social scientists to conduct 
community studies in order to learn how the 
population was likely to respond to 
settlement; (ii) another outstanding feature 
was the degree to which the displaced people 
were informed, consulted, and integrated as 
participants in the preparation process. The 
participatory approach served the purpose 
of combating tendencies toward sullen and 
resentful dependency, which often beset 
people whose lives are autocratically 
controlled by others; and (ii i) alsooutstanding 
was the strategy of first establishing new 
farms on the basis of traditional crops and 
technology, and introducing innovations and 
risks only after the passage of several years. 
Partridge summarises the lessons learnt as 
follows: (i) resettlement preparation begins 
with primary research several years before 
planning documents are prepared; 

(ii) resettlement and agricultural specialists 
can assist by focusing upon self-sufficiency 
and viable economic production systems 
rather than relief and welfare measures; 

(iii) viable preparation and the action plan 
which results from such preparation are 
participatory; (iv) technical, economic, and 
financial analyses of the new production 
systems proposed for displaced families 
should be as complete and rigorous as such 
analyses carried out for the project which 
displaces them; (v) anthropological analysis 
of communities threatened with resettlement, 
the differential impacts and responses of 
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segments of the communities which can be 
expected, and the implication of these for 
project design can assist in targeting 
development assistance investments; 
(vi) anthropological analysis of the new 
production systems and their social 
organisational requirements proposed for 
receiving areas can provide an important test 
of the practicality in relation to the customs 
of the people and the constraints of the 
resettlement process; and (vii) impacts of 
changing carrying capacity and the changed 
social utilisation patterns of land and water 
resources in the resettlement receiving areas 
need to be analysed during preparation. 

VI 

World Bank Policy and Experience 

Projects currently in the World Bank*s 
active portfolio are expected to involve the 
resettlement of two million people over an 
eight-year period. While limited in relative 
terms, the Bank 1 s involvement in resettlement 
is nonetheless of great importance. Indeed, 
over the past 14 years since the Bank 
established its path-breaking resettlement 
guidelines, it has increasingly sought to work 
with governments to promote better policies 
and legal frameworks for resettlement, at 
and beyond the project level, with project- 
executing agencies to promote better 
procedures lor implementation. 1979-80 
marks a significant turning point in the 
evolution of resettlement planning, as it was 
m this year that the World Bank decided to 
adopt an explicit policy regrading the social 
issues involved in involuntary relocation. 
That decision was the product of two sets 
of circumstances (Ccmea 1993a]: (a) the 
slow, but steady, progress made in-housr in 
using social science knowledge in Bank- 
assisted projects; and (ii) the troublesome 
feedback from some forced relocation 
processes, particularly in the Bank-assisted 
Sobradinho Dam project in Brazil, which 
occurred soon after similar problems 
exploded in the proposed Chico River Dams 
in the Philippines. During the 10 years follow¬ 
ing its initial enactment, the policy went 
through several rounds of improvements 
based on both feedback from operational 
projects, and findings from social research; 
culminating in 1990in the extremely progres¬ 
sive current World Bank Resettlement 
guidelines. 

A Bankwide Resettlement Review of all 
Bank-financed projects involving 
resettlement for the period 1986-1993 was 
initiated in 1992. Results of the review were 
published in 1994 [World Bank 1994a]. The 
following analysis is based on that review. 
The single most important message of the 
review is that good resettlement can prevent 
impoverishment, and even reduce poverty 
by rebuilding sustainable livelihoods. If 
resettlement is not done adequately, resettlers 
end up worse off than before. Socially 
responsible settlement is also economically 


beneficial because the heavy costs of poorly 
handled resettlement extend well beyond the 
immediately affected population - to the 
regional economy, and to the host population 
in relocation areas. Inadequate resettlement 
induces local resistance, increases political 
tensions, entails extensive project delays, 
and postpones project benefit for all 
concerned; the benefits lost because of such 
avoidable project delays sometimes far 
exceed the marginal cost of a good 
resettlement package (World Bank 1994a]. 
The review has also shown that resettlement 
is nearly always more difficult, more 
expensive, and more time-consuming than 
generally realised. The largest resettlement 
operations move tens of thousands of 
people - often very poor people - long 
distances in a very short time, and re¬ 
establishing thcii standard of living is a hard 
task. The inhercntdifliculty in re-establishing 
standards ot living and community services 
is compounded by limited technical and 
institutional resettlement capacity of most 
countries, and weak commitment from some 
executing agencies. Under the currently 
active Bank portfolio, there are 146 projects, 
and nearly two million people arc in various 
stages of resettlement. The scale of 
resettlement per project vanes from 500 to 
more than 2,00,000 people. However, the 
bulk of resettlement is concentrated in a 
handful of projects in India, China, Indonesia 
and Brazil: eleven large projects situated in 
these countnes account for over half - 1.1 
million - of all the people being resettled. 
Projects in the south Asia and east Asia 
regions account for 80 per cent of the popu¬ 
lation to be resettled. The number of countries 
with multiple resettlement operations is 
expanding: growing economies like Pakistan, 
Bangladesh, Vietnam, and Indonesia expect 
significant increases in the number of Bank- 
supported projects with resettlement. 

According to the review, the Bank made 
significant progress during 1986 to 1993 in 
three major areas: 

(i) Influencing Policies : Resettlement 
works when governments want it to work. 
The 1986-93 period was marked, according 
to the Review, by some notable policy 
successes. Stimulated by a Bank sectoi 
project in 1990, Brazil's Electrobras 
developed satisfactory resettlement 
guidelines for the country’s power sector. 
Colombia adopted similar sectoral guidelines 
in 1992. China, with Bank involvement, 
improved its policy guidelines in the water 
resources sector. In 1993, India’s National 
Thermal Power Corporation (NTPC) adopted 
a sectoral rehabilitation policy for all its 
operations. Major multilateral and bilateral 
donors also have recently issued resettlement 
guidelinessimilartotheBank’s - forinstancc 
the Inter-American Development Bank in 
1990; 

(ii) Avoiding or Reducing Displacement : 
The Review states that the Bank has become 


more effective in assisting countries in 
avoiding resettlement, or reducing its size 
wherever technically and economically 
feasible. The redesigning of the Saguling 
high dam in Indonesia, for instance, lowered 
dam height by five metres, thus avoiding the 
displacement of 35,000 people. In the Cote 
d’Ivoire lorestry project, the Bank proposed 
revi sions that reduced the proposal to displace 
up to 2.00,000 people by 80 per cent, to 
40,000, and set substantially higher standards 
for those to be relocated. In Thailand, re- 
siting the Pak Mun dam and lowering its 
height has reduced displacement from 20,000 
to 5.000 people. In Ecuador's Guayas, flood- 
control project, the redesign of the canal 
layouts completely eliminate the need to 
displace anyone; and 
(ill) Restoring Incomes : The ultimate test 
of consistency between resettlement 
operations and policy is income restoration 
and improvement. Bank-financed projects 
that resettle people productively on land and 
in jobs tend to restore income far more 
effectively than projects that deliver compen¬ 
sation without institutional assistance. 
Incomes were found to be successfully 
restored particularly when reseulers were 
enabled to share in the immediate benefits 
created by the every project that displaced 
them Examples include helping reseulers 
develop aquaculture and fisheries in the new 
reservoirs (Indonesia), moving them into the 
newly imgated command areas (China, and 
some projects in India;, or favouring them 
to cash in on the commercial opportunities 
created around the newly constructed 
infrastructure [Argentina, China. Turkey], 
It must be noted here that there arc 
enormous vanabihticsot experience between 
projects and countries Performance in 
income restoration is oi particular concern 
in some countries, such as India and 
Indonesia, which have numerous projects 
entailing displacement, but do not have a 
countrywide policy or legal Iramework for 
resettlement with income restoration. 1 
conclude with the factors which account 
for the uneven performance of resettlement 
operations: (i) compensation provisions and 
property acquisition practices do not 
provide enough resources to allow resettlers 
to purchase replacement lands and other 
assets; (ii) the overall financial resources 
earmarked for the resettlement often fall 
short, often by large amounts; (in) the 
institutions charged with managing 
resettlement often lack the legal framework, 
mandate and skill needed to help resettles 
and their hosts; and (iv) the affected and 
host communities are not adequately 
participating in the resettlement process. 
Local knowledge is rarely used m designing 
resettlement programmes or finding viable 
solutions. Effective legal mechanisms arc 
often lacking. Top-down planning and weak 
institutional field presence exacerbate the 
problem. 
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Whose Nation? 

The Displaced as Victims of Development 

Smitu Kothari 

Efforts at minimising displacement or improving resettlement will only be marginal, palliative and temporary if 
they are not contextualised in a wider socio-political context Three contentions support the argument: first that 
the current patterns of economic development which are constantly invoked to justify the forced eviction of people 
all over the country, are themselves incompatible with the goals of creating wider conditions of equity and social 
security . Second , despite constitutional mandates, in an overwhelming number of cases, national and regional interests 
violate the interests of politically and economically weaker groups and individuals. Third, political and ecological 
solutions sought must recognise the need to both democratise the control over the resources and processes of production 
and regenerate the degraded ecological resources . 


The total domination of nature inevitably 
entails a domination of people by the 
techniques of domination. 

Andre Gorz 1 

“I am most unhappy that development 
projects displace tribal people from their 
habitat, especially as project authorities do 
not always take care to properly rehabilitate 
the affected population. But sometimes there 
is no alternative and we have to go ahead 
in the larger interest...." 

Indira Gandhi. 1984 2 

I 

Introduction 

THIS paper, while providing an overview 
of developmental displacement, situates the 
debate on displacement and resettlement in 
a wider socio-political context. It argues that 
if this context is neglected, efforts at 
minimising displacement or improving 
resettlement will only be marginal, palliative 
and temporary. These efforts will not, except 
in a few rare cases, improve the socio¬ 
economic and cultural security of the 
communities who are displaced. Three 
contentions support the argument. 

The first contention is that the current 
patterns of economic development which 
have been constantly invoked to justify the 
forced eviction of people al 1 over the country, 
are themselves incompatible with the goals 
of creating wider conditions of equity and 
social security. Further, these patterns have 
been equated with national progress where 
''public purpose" and "national interest" have 
been used interchangeably and based on the 
political premise that nation states are 
saciosanct political entities and possess 
exclusive rights to political sovereignty and 
the power of eminent domain. 1 

In the name of the Constitution, courts and 
governments, continue to justify large-scale 
acquisition of land supposedly "for the public 
good". For instance, as recently as 1994, the 
Supreme Court stated that. 

The power to acquire private property for 
public use is an attribute of sovereignty and 


is essential to the existence of a government 
The power of eminent domain was 
recognised on the principle that the sovereign 
state can always acquire the properly of a 
citizen for public good, without the owner's 
consent.. The right to acquire an interest in 
land compulsorily has assumed increasing 
importance as a result of requirement of 
such land more and more everyday, for 
different public purpose and to implement 
the promises made by the framers of the 
Constitution to the people of India (emphasis 
added). 4 

Claims that local populations should be 
granted inalienable rights to their lands where 
state access is subject to a mutually defined 
process of negotiation are interpreted as 
'sub-nationalist' or 'secessionist* and 
therefore, except in the rarest of rare cases, 
denounced. 1 This issue gains greater 
complexity in societies like India where 
regular elections are held and it is thereby 
assumed that those who are elected to rule 
"represent" the people and have been thus 
vested with the authority to define what is 
and what is not in the national interest.* 
These patterns and assumptions need to 
be challenged and rethought if any serious 
effort is to be made to reduce the number 
of victims of displacement and to widen the 
base of social and economic justice. 

The second contention is that the issue of 
displacement and resettlement has to be 
viewed within the broad question of 
distribution of power. Despite constitutional 
mandates and an emphasis on favouring the 
underprivileged, in an overwhelming number 
of cases, national and regional (and 
increasingly global) interests - the primary 
beneficiaries of the developmental process - 
transgress from or violate the interests of 
politically and economically weaker groups 
and individuals. In decisions on who should 
be di splaced and what should be the treatment 
meted out to them, the more powerful 
interests havecontinued topic»ail, especially 
when they have encountered poor and 
politically weak populations. This question 
is therefore essentially linked to demo¬ 


cratising the planning process itself and 
integrally involving the historically 
underprivileged and disempowered in 
decisions that so crucially affect their lives, 
livelihoods and lifestyles. * 

The final contention is that political and 
ecological solutions must be sought which 
recognise the need to both democratise the 
control over the resources ana processes of 
production, and regenerate the degraded 
ecological resources of the country. Else, 
lakhs of people will continue to he consigned 
"to the dustbins of history" by the processes 
of planned and market-driven development. 

Post-Independence Displacement 

Since independence, development projects 
of the Five-Year Plans have displaced about 
five lakh persons each year primarily as a 
direct consequence of administrative land 
acquisition. 7 This figure does not include 
displacement by non-Plan projects, changes 
in land-use, acquisition for urban growth, 
and loss of livelihood caused by environ¬ 
mental degradation and pollution.* Also not 
included are the substantial displacements 
that are resulting as a consequence of the 
"systems of monoculture" that are replacing 
the ecological diversity along the coasts, on 
the lands and in the forests. 

Hydroelectric and irrigation projects are 
the largest source of displacement and 
destruction of habitat. Other major sources 
are mines (particularly open-cast mines), 
superthermal and nuclear power plants, 
industrial ccmplexes as well as military 
installations, weapons testing grounds, 
railways and roads, the notification and 
expansion of reserved forest areas, 
sanctuaries and parks and the use of profit- 
improving technologies (causing large-scale 
displacement of traditional fisherfolk and 
handloom weavers). Most of these 
interventions also adversely affect artisanal 
communities and other self-employed 
people. For instance, since independence, 
over 1,600major dams* and tensof thousands 
of medium and smaller irrigation projects 
have been built with the attendant canal 
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systems and the invariable consequences of 
waterlogging and soil salinisation. As a result, 
between 100-120 lakh people have been 
forcibly displaced. Another estimate places 
the number closer to 210 lakhs by these 
dams from 1951 till 1985. 10 

In the absence of firm projectwisc data, 
the estimates of the total numbers displaced 
by planned development interventions from 
1951-1990 range from a conservative 110 
lakhs to an overall figure of 185 lakhs." 
These figures do not include the sizeable 
number of people who are not acknowledged 
as being ‘project affected* (i e, by loss of 
livelihood caused by natural resource 
extraction or degradation), those displaced 
in urban areas and those victimised by the 
processes of secondary displacement. 12 If 
these are tallied, the number of those 
displaced since independence would be as 
high as four crores. 

A significant number of those displaced 
are inbals and other economically marginal 
rural populations who have historically 
depended on the natural resource base, 
particularly the commons, for their 
subsistence. The 29th Report of the 
Commissioner of Scheduled Castes and 
Tribes 1 ' notes that even though tribal people 
are roughly 7.5 per cent of the population, 
over 40 per cent of those displaced till 1990 
came from these communities underscoring 
the fact that tnbals are disproportionately 
affected by developmental displacement. 

Walter Fernandes estimates that in the 
recent past the proportion of tribals among 
those displaced has been increasing. 14 For 
example, of the 11.6 lakh persons to be 
displaced by 20 representative dams above 
50 metres either under construction or being 
planned in the 1990s, 59 per cent arc tnbals. 
This figure will obviously increase for dams 
planned in predominantly tribal areas 
(Suvamarekha, Pollavaram.etc). The Central 
W ater Commi ssion’ s 1990 Register ofLarge 
Dams' 5 is also instructive. Of the 32 dams 
of more than 50 metre height completed 
between 1951 and 1970. only nine (22.13 
percent) were in tribal areas. Between 1971 
and 1990, 85 additional dams of similar 
sizes were either completed or were under 
construction. However, by now not only 
were they taller and more sophisticated, 
around 60 per cent of them were m the tribal 
regions. 

A recent official report on the rehabilitation 
of tribals, based on a comprehensive study 
of 110 projects, concludes that of the 16.94 
lakh people displaced by these projects, 
almost 50 percent (8.14 lakhs) were tribals. 14 

This scenario is also true for mining. A 
majority of mines are located in tribal areas 
and in addition to direct displacement, mining 
activity severely affects the livelihoods of 
thousands more as water tables get disrupted, 
overburden is dumped on fertile agricultural 
land, and forests are cut. 17 Not only are com¬ 
munities deprived of their vital subsistence 


resources, the long-term sustainabilityofthe 
resources themselves is jeopardised. 11 In 
Singrauli, ly which is being developed as the 
energy capital of India, (and which has the 
largest open-cast coal mine in Asia), the 
growing number of super thermal power 
plants represent a new trend: instead of 
building power stations near industrial and 
urban centres, as was the practice in the past, 
they build near ‘captive’ coal mines, and 
feed the power into regional or national 
grids. Although lower transaction costs is 
one obvious reason for this change, the 
primary reasons for it are that dispersed and 
previously displaced populations are already 
fragmented and disempowered, and that, 
comparatively, pollution and environmental 
degradation remain less ‘visible*. These 
processes also increase rural displacement, 
particularly of tribals, since a majority of 
coal mines are in tribal areas. 

Experience from across the tribal areas in 
the country illustrates the severe difficulties 
that displaced tribal communities have had 
in dealing with the market economy. Their 
low level of modem skills coupled with 
almost non-existent official efforts to 
facilitate an easier entry into the dominant 
economy, pushes a majority of tribals into 
conditions of servility and bondage. The 
need to avoid such large-scale displacement, 
particularly of tribals, and in the case of 
unavoidable displacement, their ultimate 
resettlement on fair and equitable terms, 
have become central issues of the 
developmental process itself. 

For a majority of tnbals, geographical 
space and an evolved relationship with it has 
contributed to their cultural identity and 
their complex patterns of subsistence which 
primarily depend on land, forests, water 
bodies, and animal and plant life. In addition, 
most do not live in discrete nuclear families 
but in extended ones that are integrally linked 
to a larger community fabric. 

Despite the rhetoric to the contrary, best 
summed up in Pandit Nehru’s famous 
statement on tribal policy, 30 planning 
devalues this complex interrelated integrated 
lifestyle and applies reductionist legal and 
economic categories to define how, if they 
are to be displaced, should they be 
compensated. Even tor agriculturists, no titles 
existed and, as a rule, the letter of the Land 
Acquisition Act, 1894 (subsequently 
amended in 1984) which only made the state 
liable for cash compensation, in the process 
legitimising the gross injustice and social 
violence in reducing rights and interests into 
claims and complex systems into monetary 
compensation, was literally the final word. 
It also only, recognised individual and not 
collective or community rights and hereditary 
usufruct rights were not even recognised. 21 

Additionally, the multiple and season- 
specific relationships with the ecosystem 
which played a critical role in supporting 
their lifestyle was neither recognised nor 


compensated (assuming that much of this 
can be quantified). In most cases, since there 
is a fundamental gap in the lifestyles of the 
planner and the tribal, even where resettle¬ 
ment has taken place, little or no efforts have 
been made to ensure access to a similar 
ecological zone. Effectively, state inter¬ 
vention and the law have primarily served 
the interests of injustice rather than justice. 

Ironically, much of this is conceded in 
official literature. For instance, a report of 
the home ministry acknowledged that, “In 
the tribal areas, where the displaced persons 
are given only cash compensation, the 
tendencies to spend the compensation amount 
by buying consumer goods and becoming 
destitute arc common....In most of the 
projects, the tribal oustees become listless 
wanderers without a mooring.” 22 Soon after 
independence, the constituent assembly 
debates themselves acknowledged their 
vulnerability and their rights. 21 However, 
this recognition has rarely been followed up 
by state action that can even be called 
mitigatory. 

A small caveat, lest there is mis¬ 
understanding: this paper does not propagate 
the view that no displacement i s the preferred 
option or that tribal cultures in a specific 
geographical space need to be frozen in that 
localised context. After all, the process of 
acculturation with Hindu and Muslim 
practices and rituals has been a long and 
differentiated one, and these cultures have 
evolved complex relationships with the 
“outside world.” What is being argued from 
a constitutionalist as well as ecological- 
political perspective is that no displacement 
is just unless the due process outlined here 
is respected and that developmental 
interventions need to internalise these social, 
economic, ecological and processual 
obligations to those who are displaced - 
obligations that may require the intervention 
itself to be altered or recast. 

Trauma of Displacement 

The experience of the post-independence 
period from projects across the country 
suggests that the long drawn out process of 
displacement has caused widespread 
traumatic psychological and socio-cultural 
consequences. These include the dismantling 
of production systems, desecration of 
ancestral sacred zones or graves and temples, 
scattering of kinship groups and family 
systems, disorganisation of informal social 
networks that provide mutual support, 
weakening of self-management and social 
control, disruption of trade and market links, 
etc. Essentially, what is established in the 
accumulated evidence in the country suggests 
that except in the rarest of rare cases, forced 
displacement has resulted in, what Michael 
Cemeacalls “a spiral of impoverishments.” 24 
Cemea also points out that trade links 
between producers and their customer base 
(and systems of exchange and barter) are 
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interrupted and local labour markets are 
disrupted. In addition, there is a loss of 
complex social relationships which provided 
avenues of representation, mediation and 
conflict resolution. In essence, the very 
cultural identity of the community and the 
individual within it is disrupted causing 
immense physiological and psychological 
stress. In fact, one of the tragedies of forced 
displacement is that while in most cases, 
persons displaced by natural disasters or 
communal violence are able to return to their 
original habitat, this choice is not available 
tothosedisplaced or those whose livelihoods 
are adversely affected. 

These social and ecological impacts find 
little reflection in project planning and policy 
where the economic justifications of projects 
(particularly the cost-benefit analysis) are 
essentially reductionist and devalue or ignore 
basic socio-cultural and ecological processes 
(most of which in any case are non- 
quantifiable in conventional neoclassical 
economic exercises). How, for instance, do 
you value the complex social, cultural and 
ecological role of the forest? How can the 
cost of the destruction of biodiversity be 
quantified? Or the increase in incidence of 
reservoir-induced seismicity in many dam 
projects? Where do you acknowledge and 
respond to the multiple violations of rights 
to the displaced? While there may be some 
usefulness inevolving a more comprehensive 
cost-benefit analysis (making, in the process, 
many projects uneconomic), the danger in 
relying on this exercise is that even at its 
best, it “subordinates human values and 
interests to those of the market, and one that 
is distorted by vested interests to boot." 2 ' 

The process of displacement is also 
disempowering since it breaks up socio¬ 
political organisations articulating a critique 
of the project (and of the development process 
itself)- In fact, in many cases, this process 
is fashioned in such a way that it furthers 
disempowerment. Activists of the Tehri 
Bandh Virodhi Samiti state that there was 
aconscious strategy of the project authorities 
and the state government to di vide the united 
resistance to the Tehri project 26 One group 
of those who would be displaced (selected 
from among the most active supporters of 
the Samiti) was resettled near Dehradun, 
almost a 100 kilometres from the dam site. 
(Tragically, many of them now face their 
second displacement as the lands that they 
have painstakingly regenerated are needed 
for the expansion of the Dehradun airport). 
While the Samiti was able to maintain some 
contact with them at their new settlement, 
it was impossible for it to sustain collective 
action across geographical space. 

The other neglected dimension of 
displacement is its adverse impact on women. 
Their trauma is compounded by the loss of 
access to fuel, fodder and food the collection 
of which inevitably requires greater time 
and effort. Few resettlement sites have made 


provisions for this. This is the experience 
even in the “model resettlement villages" (e 
g, Malu), which were built for the Gujarat 
oustees of the Sardar Sarovar project. 
Additionally, when displaced, most women 
experience greater pauperisation and get 
confined to the margins of the labour market. 
Similarly, children are adversely affected 
since not only is schooling less accessible, 
m most cases there is also a disruption in 
the traditional socialisation processes. 

Apathetic Planning 

An overwhelming majority of planners 
invariably see people who happen to live at 
or around the siting of a development project, 
as impediments to progress, as those who 
“must make sacrifices for the development 
of the nation." 27 Nehni was one of the first 
who legitimated this attitude. In a speech a 
few months after independence, at the 
foundation laying ceremony of India's first 
major nver-valley project, the Hirakud dam 
m Orissa, he said to those facing 
displacement, “If you have to suffer, you 
should suffer in the interest of the country.“ 2 “ 
Dams and other large projects were, after 
all, also legitimated as symbols of 
independence and self-sufficiency. 

In fact, in several cases, displacement itself 
was presented as development. It is this 
mindset that justifies the labelling of those 
who criticise these projects as not only anti¬ 
project or anti-development but also anti- 
national. As a consequence, the democratic 
activities of the cntics of these projects are 
often treated as a public order problem. 

Planners and administrators invariably 
capitalise on and manipulate the relatively 
weaker socio-economic and political position 
of most of the people facing displacement. 
Their numbers are underestimated, they are 
treated indifferently and only minimal cash 
compensation, if at all, is paid. 2 * There is 
an extraordinary unwillingness to grant them 
clear rights, such as security of tenure on 
alternative developed land sites. A graphic 
and painful example is again that of the 
displaced of Singrauli who are part of the 
over two lakh people first displaced by the 
Rihand dam in 1964. Tens of thousands who 
in the absence of any resettlement 
programme, settled on the banks of the 
reservoir, cultivating the land which is 
exposed when the reservoir recedes in the 
summer season. They were subsequently 
displaced by thermal power plants, coal 
mines, railways, industries and urbanisation 
and now face displacement for an 
incomprehensible fifth time in a single 
generation as their temporary settlements 
are to be evicted to make way for urban, road 
and rail transport and afforestation projects. 
Since the dam was a foregone conclusion 
and, anticipating further ‘development’, 
could they not have been permanently 
resettled and given clear titles to land in 
1964 itself? 


Other studies across the country have 
documented multiple displacements of 
communities who had after a painful and 
traumatic period of transition, established a 
new lifestyle only to be informed that they 
are to be moved again. In addition to the 
plight of the oustees of the Tehri project 
mentioned above, two other recent examples 
are of fishing communities displaced for the 
New Mangalore Port in the 1960s and 
resettled as agriculturists, who are now being 
displaced a second time for the Konkan 
railway and those displaced by the Kabini 
dam in the 1970s who are being displaced 
again for a biosphere reserve. 

In an overwhelming numberof cases, there 
is an almost arrogant assumption that the 
project that has been drawn up for 
implementation is socially and economically 
the most appropriate and that the 
development intervention cannot be 
challenged because it has been conceived by 
experts and is in the ’public' and 'national' 
interest. Alternatives that could have been 
more democratically conceived and more 
economical as well as more sustainable over 
generations have almost never been 
considered. Feasibility studies neglect this 
dimension. Also, older mentalities of ’doing 
development’ and bureaucratic routines 
inhibit openness and sensitivity to listening, 
internalising and acting m the collective 
interests of victimised communities. In that 
sense we may argue that there continues to 
be a class bias in the planning and 
implementation process itself, which in turn 
sustains and often compounds the economic 
gap between the primary beneficiaries of 
these developmental interventions and their 
victims. 

In addition to this, there is also a basic 
institutional weakness m comprehensively 
addressing the displacement of people. For 
instance, there is a continuing inability of 
government departments, ministries, 
corporations and development authorities to 
better co-ordinate their activities. For 
communities facing displacement, product¬ 
ive activities is an integrated whole. They 
do not separate water resources from 
agriculture from energy. The compartment- 
alisation of policy or the sectorally informed 
decision-making process has played havoc 
with this integrated system. Not only is there 
a critical lack of machinery to deal with the 
complex process of resettlement, in cases 
where some co-ordination is attempted, there 
are significant interdepartmental conflicts. 
One of the most graphic examples is again 
of the Singrauli situation where a plethora 
of agencies - Northern Coalfields Limited, 
National Thermal Power Corporation, the 
Singrauli Area Development Authority as 
well as district and state level administrators 
from two states - had differing commitments 
to the displaced. Almost 30 years after the 
building of the Rihand dam and the massive 
subsequent expansion of the coal mines, 
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industrial developments, this co-oitliiiation 
still does not exist. 

This reality also points to the urgent need 
to institutionalise public hearings as well as 
fordemocratic decision-making coupled with 
legislation that facilitates this. It may be 
argued that more legislation does not 
guarantee the realisation of rights. After all, 
even with one of the most progressive 
Constitutions (despite critical flaws) and 
despite constitutional guarantees, violations 
(particularly oftherightsof the disadvantaged 
and the poor) are galore. Yet, as a first step, 
there is no substitute to the more open access 
to information and to enlightened public 
discourse. This process must he an integral 
part of the planning, implementation and 
monitoring of the project itself and not an 
adjunct that is seen as a 'burden*. 

Incompatibility of Economic Development 
and Justice 

While mitigatory strategies may be 
devised, it must be recognised that the 
scale of displacement and, to a large extent, 
the official attitude towards those facing 
displacement, is a direct consequence of 
-the dominant patterns of economic 
development which continue to depend 
quite heavily on the intensive and extensive 
utilisation of natural resources. For 
communities who depend on these 
resources as the primary source of their 
livelihood, the extractive processes set into 
motion a destructive dynamic that forces 
them to either become migrants or move 
onto increasingly fragile lands. Despite 
growing evidence from projects all over the 
country, a host of environmental problems 
remain unacknowledged. For instance, this 
concentration of large numbers of people 
on increasingly fragile eco-systems most 
often leads to further unsustainable use of 
resources. All this leads to increasing 
economic marginalisation and cultural 
insecurity which compel most of the 
displaced to seek desperate means of 
survival - cultivating increasingly fragile 
lands, migration; bondage, contract, crime, 
even prostitution. The case of the Ukai dam 
where tribal women displaced by the project 
were regularly soliciting truck drivers on 
the national highway from Baroda to 
Ahmedabad is not an exception.’ 0 

The experience of the past almost five 
decades of planned development demon¬ 
strates that large-scale displacement is inbuilt 
in the patterns of economic development 
which themselves are incompatible with 
social justice and genuine long-term 
environmental sustainability. The social 
impacts of the recent thrust towards a greater 
market-driven economic process point to a 
reality that as the national and global 
economies penetrate deeper into the interior 
areas of the country, the lives, livelihoods 
and lifestyles of those who critically depend 


to be seriously threatened. 

in 1988-89, a group of scholars, activists, 
lawyers and other concerned people,’ 1 after 
consultations withcommunity representatives 
and social movements all over the country, 
had drafted a National Policy on 
Developmental Resettlement. The policy 
stated that these development projects, 

entail a massive investment in public money 
involving decisions on priorities related to 
public needs. Such projects not only involve 
the harnessing of natural resources such as 
land, water, minerals, forests, etc, but also 
alter the existing distribution, use, access to 
and control over natural resources among 
different sections of society raising in the 
process, vital issues concerning the fairness, 
equity and justice in the allocation and 
utilisation of these resources. 

What was highlighted was the need to also 
do a class-benefit analysis of development 
projects, in addition to an analysis of their 
economic and ecological impacts. The policy 
draft also stated that, 

Often the ill effects of displacement raise 
doubts about the very viability, desirability 
and justifiability of the project. 

II 

Process of Resettlement 

Despite the scale of displacement, 
resettlement of those displaced by 
developmental projects and processes has 
been minimal. Notwithstandingsomeefforts 
by the government and independent groups 
over the past decade, data on the number of 
people displaced since independence, their 
current location and the changes in their 
socio-economic status, is almost non¬ 
existent. Some indicative data highlights the 
severity of the apathy and indifference of 
official agencies and the government to take 
responsibility for those who, in an 
overwhelming number of cases have been 
forced to forgo their ancestral habitats and 
have experienced social and cultural 
disruption in the past four and a half decades 
of planned development. For example, 25 
years after the building of the prestigious 
Bhakra-Nangal project, only 730of the 2,108 
families displaced in the early 1950s from 
the Bilaspur and Una districts of Himachal 
Pradesh, had been resettled. A majority of 
those displaced by other renowned projects, 
like the Hirakud dam in Orissa or the Rihand 
dam in Uttar Pradesh, have never been 
officially resettled. 

The other illustrative example is that of 
the oustees of the Pong dam in Himachal 
Pradesh, who were displaced in the late 
1960s. Out of the 30,000 families or more 
that were displaced, only 16,000were found 
eligible for compensation and in the end 
only 3,756 were moved hundreds of miles 
to a completely different cultural, linguistic 
and ecological zone in Rqjasthan. Some of 




H» laM meant for flwtr occupation** 
already occupied, white most of the epo* 
land was uncultivable. Compounding this* 
the host community was not prepared for 
their arrival and eventually over 75 per edit 
returned to Himachal only to find minimal 
support for their re-establishment. They 
migrated all over the northern part of the 
country, most of them in various stages of 
destitution. 32 

Official indifference and callousness is 
also evident in the lack of data regarding die 
total number of peiions displaced by different 
developmental interventions. The trend has 
consistently been one of underestimating or 
neglecting altogether the number to be 
displaced. Independent studies of the oustees 
of Hirakud placed the figure for those 
displaced at 1,80,000 while government 
figures were 1,10,000. Official data for the 
controversial dam on the Narmada river, the 
Sardar Sarovar Project fSSP) fluctuates 
between 10,758 families and 30,134families. 
The Morse Committee Report*' citing the 
World Bank and other research data places 
the figure of those who will be displaced by 
the dam and the canals at 1,75,000, while 
the Narmada Bachao Andolan has maintained 
that over 2,00,000 will be displaced by the 
dam and the canals. This figure does not 
include the sizeable number of people who 
face displacement as a consequence of dam- 
related activities, such as the sanctuary at 
Shoolpaneshwar, compensatory afforestation, 
and those dependent on the sites chosen for 
resettlement, etc. If these are included, the 
number of displaced persons would be 
above 4,00,000. 

Compounding Uncertainty and Insecurity. 
The time it takes between the decision to 
initiate a project, through its design and 
implementation, is a period of escalating 
uncertainty and insecurity for potential 
oustees. Most often they lack even the basic 
information on the schedule and the extent 
of displacement and are at the mercy of 
officials, speculators and a wide variety of 
'outsiders* who spread rumours frequently 
with the intention of pushing the oustee off 
the land. The lower the cost of doing this, 
the better it is. A climate of uncertainty sets 
in, distorting and altering the entire social 
milieu. 

Additionally, tribals and dalit communities 
are extremely vulnerable. Too much is 
stacked against them. Even in highly 
publicised projects like the Sardar Sarovar, 
where years of struggle and public pressure 
has brought significant gains in the policy 
for resettlement, the actual practice of 
resettlement on the ground has been shoddy, 
grossly inadequate, and, in several cases 
downright insulting (model colonies 
notwithstanding) - and this too over a decade 
after construction of the dam began in full 
earnest.* 4 

The other policy that has been selectively 
applied since 1967by the central government 
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is to provide one job per family to those 
displaced by industrial projects. While this 
sounds minimally just, in practice it has 
provided little succour to those displaced. 
Most oustees are unskilled and in the absence 
of training programmes eventually end up 
with the lowest paying and temporary jobs. 
Further complications arise when family 
sizes are not based on nuclear families, land 
records are in the name of an ancestor who 
is no longer alive, etc. 

Compensation : It would not be an 
exaggeration to say that very few resettlement 
programmes in the country have adequately 
compensated all those who are dispossessed. 
The question of how oustees will make a 
living after displacement has been a matter 
of lowest concern to project planners. The 
little interest that is taken is more a 
consequence of wider public awareness and 
local resistance or the high profile of the 
project concerned. In fact, in most cases, the 
Land Acquisition Act is used to pay an 
insultingly low cash payment that is grossly 
inadequate to restore and enhance standards 
of living. The experience even with 
compensation for potential oustees reflects 
persistent ad hocism where the oustees 
continue to be perceived as a burden. 

Dependency : The low amounts of 
compensation and, in rare cases, land-for- 
land, reinforce dependency on officials and 
official agencies as those who face displace¬ 
ment hope to secure a better alternative. The 
trauma of displacement is unfortunately 
compounded by the disproportionate amount 
of energy and time that the displaced have 
to expend in ‘dealing’ with the agency. It 
also makes for a wide range of corrupt 
practices where the oustee is exploited by 
government officials, lawyers, and even 
voluntary agencies. The Srisailam and Ukai 
cases adequately reflect what are not unique 
cases. It would make for a more sane and 
just policy to involve the displaced in the 
entire process of their shifting (if the project 
is inevitable), handing over clear titles to the 
land along with adequate support facilities 
(including grants or other forms of aid that 
can tide the family over the first period of 
the first harvest) that would permit 
communities to manage their resettlement in 
an open and transparent manner. 

This points to the clear need for an 
independent institutional arrangement. This 
is all the more necessary since the project 
implementing agency is, after execution, 
keen to move on to the next assignment. This 
institutional arrangement should be vested 
with the responsibility of ensuring that the 
process of resettlement takes place with the 
least possible social, economic and 
environmental disruption. 

Transition Stage : Oneof the most traumatic 
stages of resettlement is the process of 
transiting from the original habitat to the 
resettlement site, if there is a commitment 
to minimising the trauma of tl®* overall 


process of displacement and ensuring that 
conditions are provided at the resettlement 
site where the community can improve its 
livelihood, this phase needs the most 
attention. Past experience has shown that 
this phase is inordinately long, and fraught 
with a diversity of ‘adjustment' problems. 15 
Again, what requires attention is a strategy 
that ensures the social and economic security 
of the displaced. 

One of the few cases where efforts were 
made to implement a land-for-land policy 
was with the second of the two dams of the 
Upper Krishna Irrigation II Project in 
Karnataka. The World Bank funded part of 
the project and then realising that pressure 
for a better plan was building from local 
communities who had seen the experience 
of those displaced by the first dam, withheld 
its funds pending a detailed resettlement 
plan. This led to the involvement of a state- 
based social action group, MYRADA, in 
two phases of the plan-surveys and 
implementation.™ While several families 
were provided plots in the command area, 
others were resettled on unirrigated land or 
given the choice of an income-generating 
project. But even here, experience showed 
that those with assets and power prior to 
displacement cornered most of the benefits 
while most of those belonging to poorer 
communities were left with unproductive 
lands and a few temporary jobs. 

The case of the Jawaharlal Nehru Port in 
New Bombay illustrates how lands were 
acquired far in excess of what was needed 
for the present and future needs of the port, 
that these were then sold to private builders 
and contractors, that those who had assets 
prior to displacement were able to corner 
most of the compensation and jobs and that 
marginal peasants and fisherfolk received 
almost no benefits, even the mandatory one 
job per family. The experience of 
economically and socially underprivileged 
people (sharecroppers, landless labour, 
fisherfolk, etc) displaced by the Upper 
Krishna project has been identical. 

These two cases underscore what is 
generally the rule all over the country where 
for most fishing communities, the process 
of displacement also increases social tensions 
as they transit from a predominantly 
collective and equitable economic situation 
to one where individual based employment 
widens economic disparities. 17 Dam 
reservoirs also adversely affect river-based 
fishing communities who are unable to afford 
and adapt to reservoir-based fishing. 
Communities living downstream are also 
adversely affected. For theSSP, for instance, 
thousands of downstream families dependent 
on fishing will be made destitute as a 
consequence of salt water ingress owing to 
a reduction in the flow of the river. 1 * 

Conflicts with Host Community: A 
multitude of problems arising out of conflicts 
with the host community have been 


encountered at the resettlement sites. 
Experiences from the Srisailam, Pong and 
Narmada dams, from the Kaiga Nuclear 
Power Plant, from Singrauli and elsewhere 
have highlighted problems ranging from 
conflicts in the sharing of commons, jealousy 
of the host communities arising out of the 
special services provided to oustees, etc. 
Much of this is unavoidable as most sites 
of resettlement are in ecologically fragile 
areas and in India, where every ecological 
niche is occupied or sustains some families 
and communities, new populations place 
additional pressure. Inevitably what has 
resulted is an inability to adjust and manage 
and the consequent marginalisation, 
compounding the migration towards urban 
centres. 

Additionally, resettlement, wherever it has 
taken place, has always been on lands where 
no detailed surveys of the social, ecological 
and physical characteristics were made. The 
land and water use, socio-economic patterns 
as well as access to commons (to name just 
three) of the host communities have rarely 
been studied, which invariably have led to 
conditions of animosity and conflict both 
with the government and the host community. 
It is precisely this reality that also points to 
the need to locale the displacement 
problematiquc in an ecological and political 
critique. 

Ill 

Protests and Resistance 

The growing awareness among 
communities who face displacement, has 
given rise to a wide range of protests all over 
the country. This resistance is not new. In 
numerous parts of the country, by the middle 
of the 19th century itself, communities had 
mobilised to oppose colonial policies of 
resource extraction. This opposition was 
significantly manifest in tribal areas where 
these communities did not acquiesce quietly 
in the face of external intervention. There 
were protests and rebellions against colonial 
laws such as the Forest Act of 1876 and tribal 
peasants were waging struggles against state 
intervention in forest resources based on 
their own moral economy. Guha and Gadgil 
have aptly described this conflict as between 
the political economy of profit and the moral 
economy of provision. 1 * 

Protests against dams were evident as early 
as the 1920s, when, for instance, Senapati 
Bapat launched an organised resistance 
against dams in Maharashtra. In the post¬ 
independence period, progress, national self- 
sufficiency, industrialism, and the large 
development project were seen as 
synonymous. Carried by the euphoria of 
nation building, most ‘sacrifices' sought by 
the rulers were widely seen as legitimate, 
justified as being for the 'national good’. 
This is not to say that there were no protests, 
no resistance. The lint major protests against 
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displacement as well as againafthc ldgtc of 
large technological interventions in nature 
were in the mid-1960s, primarily in tribal 
areas arising out of an immediate perceived 
threat to their livelihood and lifestyle. 

The voices of conscientious engineers like 
Kapil Bhattacharya, 40 who painstakingly 
documented the critical fallacies in the 
Damodar Valley Project, inspired other 
political activists, including political leaders 
like Ram Manohar Lohia, and collective 
resistance (at least seeking better 
resettlement) grew in several parts of the 
country. By the late 1960s and early 1970s, 
communities facing displacement were 
mobilising and agitations were visible, 
particularly in Maharashtra which became 
the first state to promulgate an overarching 
law protecting some of the rights of the 
displaced. 41 

However, after nearly three decades of 
protests by political parties, 42 social 
movements and other forums of the displaced, 
projects still lack a detailed comprehensive 
blueprint for resettlement. A common 
question from people facing displacement 
is that while precise details exist regarding 
the technical and economic aspects of the 
projects, backed by scores of professionals, 
why is there never a plan for them 7 Why 
are they never consulted, even post-facto? 
“If detailed blueprints exist for every bolt 
and every bag of cement”, why is 
comprehensive rehabilitation seen as such 
a burden at best to be reluctantly handled 
as an act of benevolence? 

Today’s struggles - from the Narmada 
valley to coastal Kerala, from south Bihar 
to Thane- are part of this historical tradition 41 
They are contesting the dominant pat¬ 
terns of economic development with their 
inherent propensity to displace and uproot 
communities from their sources of 
subsistence and meaning. They are asserting 
the need to both democratise the dominant 
patterns of economic development as well 
as to seek alternatives to them. They feel 
that these patterns which threaten their 
cultural and social fabric and which seek 
their "sacrifices’ for a "public good’ that is 
both disputable and dubious, arc 
fundamentally flawed. The protests by tribal 
and other vulnerable communities are also 
challenging the use of development 
programmes which sustain dependency on 
the governmental apparatus as well as 
resettlement exercises which legitimise 
greater control by this apparatus over the 
lives and livelihoods of those dispersed by 
development interventions. 

As far as tribal subsistence systems are 
concerned, there is also a wider awareness 
and recognition that these systems represent 
greater community control and collective 
management of economic and ecological 
resources, with, in most cases, due respect 
to and balanced interaction with nature. The 
tribal understanding of land has, 


enc&mpatsedteri habitat, base of social 
organisation, political viability, cultural 
identification, myth, symbol and religion, 
and included not only the territory but a 
living entity with the environment, spirits, 
cosmos and all else in a reciprocal 
relationship, linking the present with the 
past and future generations of humans, 
animals and plants. 44 

Threats to this relationship have directly 
contributed to tribal militancy to recover 
access to land. In many parts of tribal 
Maharashtra, for instance, these efforts are 
now encompassing struggles to recover 
alienated lands or unutilised lands acquired 
for projects, reverse the manipulation of 
records, regularise the rights over cultivated 
forest and government waste land, etc. In 
most parts of the country, these protests have 
met with either forms of co-option or outright 
repression. 

In addition to highlighting the extent of 
displacement, the inadequacy of resettlement 
efforts as well as a critique of development 
projects themselves, movements are also 
challenging the limited democratisation of 
the Indian state v'herc the strategies of nation 
building and national security and of 
integrating into the national mainstream 
continue to be predominant. An entire body 
of literature based on communities regaining 
control over their lives and life processes has 
recently emerged. 45 

IV 

Displacement and the Social Sciences 

Historically, social scientists have been 
better at recording tragedies and the trauma 
of evictions and displacement than at 
generating the conditions that would prevent 
these from happening. There also has been 
an inability of social science research to 
acknowledge the full implications of the 
processes of displacement primarily since 
this has to be grounded in a larger and 
structural critique of development. Cemea 
argues that, 

involuntary population displacement and 
resettlement arc widespread enough, big 
enough, frequent enough, complex and 
consequential enough to merit the full 
mobilisation of the conceptual, analytical 
and operational tools available to address it. 

Two areas where there is still considerable 
weakness is in the identification of the range 
of disruptions and the strategies to deal with 
the politics of displacement itself. It is the 
contention of this paper that this is primarily 
due to the weakness in defining the deeper 
causes and the full range of displacement 
in India today. 

So while the multiple displacements in 
Singrauli are reluctantly acknowledged, the 
fact that a complexity of factors militate 
against any just resolution for the families 
facing these repeated displacements (in a 
single generation), receive little attention. 


Inevitably therefore, the policies and 
strategies suggested are unable and, will 
remain unable, to provide lasting security 
of livelihood and tenure to the oustees of 
Singrauli. This situation prevails in 
practically all areas where people have been 
displaced by development projects. 

Similarly, the range of injustices that are 
visited upon people who face displacement 
in what one may call the project planning 
and pre-implementation period as well as the 
vanety of disruptions that are caused in the 
implementation and the post-implementation 
period are inadequately acknowledged. 
While it is not possible to dwell on these 
issues at length here, it is important to 
recognise some ground realities that continue 
to be neglected. The list below is not 
exhaustive but only indicative of the 
complexity of the developmental process 
and the social and cultural trauma that oustees 
face. In the pre-implementation phase, we 
may point to: 

1 The desirability and justifiability of the 
project or developmental intervention itself. 
Therefore, at the outset, the need to ensure 
a debate on the patterns of development that 
are legitimated by the intervention concerned 
and whether the intervention is the most just, 
appropriate and sustainable. To al$o 
simultaneously demand and work towards 
ensuring transparency and access to 
information about the intervention. 

2 Consultation with representatives of the 
local population, particularly and 
predominantly those who are more 
vulnerable and the institutionalisation of 
this process. 

3 The justifiability of reducing or winding 
down development programmes and 
resources for the area facing submergence 
(or occupation or acquisition). 

4 The harassment, intimidation and 
repression of potential oustees. 

5 If displacement is inevitable, then the full 
participation of the affected communities in 
defining a comprehensive rehabilitation 
package. 

In the implementation phase some of the 
neglected impacts are: 

1 Efforts to bribe community leaders with 
the intention of seeking the consent of the 
community; 

2 A wide range of human rights violations 
including threats, harassment, police actions, 
firings on peaceful protesters, forced entry 
into villages and homes, destruction of private 
property, etc; 

3 The disruption of nomadic routes which 
are crucial to the survival of nomadic 
communities, and 

4 Land acquisition that in turn displaces 
those dependent on the acquired land. 

The post-implementation stage which, for 
thosedisplaced, is among the most traumatic 
and undocumented experiences, since project 
authorities "move on' to the next assignment 
and government machineries are not oriented 
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19 undertake long-term monitoring* Here we 
can point to: 

1 The condition of the displaced in the 
existing resettlement sites; 

2 Tracing those who were paid cash 
compensation and who dispersed over a vast 
geographical area (as was the case with some 
of the Pong dam oustces). 

3 Responsibility to those who were displaced 
by earlier projects but who continue to face 
a grim economic and social predicament. 

4 The displacement caused by the intensive 
developmental activity that inevitably 
follows an initial developmental intervention. 

Considering that the development, 
displacement and resettlement processes have 
complex political, economic and social 
dimensions that most often transcend the 
local context, there is a need for greater and 
more sustained multidisciplinary social 
science intervention that goes beyond the 
recording of the trauma that displaced persons 
face m a specific locale. 

This challenge is even more urgent since 
the New Economic Policies are going to 
impel a greater demand for land, in turn 
compounding the displacement of people. 

Falsi-. Shortagf of Land 

One of the main contentions of planners 
is the paucity of land available for resettling 
the thousands of people displaced by 
developmental interventions. An ecological 
and political approach demonstrates how the 
often heard claim that ‘land is not available* 
is just a part of the official attitude of evading 
responsibility towards the less powerful. 

Over half of India’s land, capable of biotic 
production is ii^ various forms of 
degradation. 46 While a substantial proportion 
of it is still used, the paucity of water and 
other resources for maintenance, result not 
just in productivity remaining acutely low 
but in some of it going out of production. 
In addition, there are substantial lands under 
the forest department which are critically 
degraded. 

The acquisition, distribution and 
regeneration of this land could play a dual 
role: of giving the displaced community 
cleartitles to land that can become productive 
and of gradually restoring degraded 
ecosystems (which would also mean bringing 
degraded land fully back into production or 
regenerating forest lands). 

Secondly, in almost all parts of the country, 
landowners hold lands that are in excess of 
ceiling or are managed in absentee situations. 
Surveys in the command area of the Sardar 
Sarovar Project in Gujarat have shown that 
a significant amount of land is available with 
absentee landlords (primarily patidar) whose 
offsprings have moved to industry. However, 
this land is both expensive and often hard 
to acquire owing to the political clout of the 
patidar and other powerful landowning 
communities who want to either retain control 
or charge mtemely high rates. The only 


explanation for the of any effort in this 

direction by the Gujarat government is that 
they lack political will, or do not want to 
set a precedent. 

Project authorities across the country have 
also acquired land that is far in excess of 
their requirements on the plea that it is 
required for future expansion plans. 
Significant lands would be released if the 
land held in excess which has not been used 
despite expansion is distributed among the 
oustees. For instance, the NTPC in Singrauli 
has lands under its control that can adequately 
resettle displaced populations. What must 
be held illegal is the practice of selling these 
lands to private builders and contractors as 
the already mentioned case of the Jawaharlal 
Nehru Port 47 so graphically illustrates. 

If major gains arc going to accrue from 
the project concerned, those who will be 
adversely affected need to be given a share 
of the benefits. For instance, in the case of 
dam projects, clear titles should be given in 
the command area. This is rarely done since 
lands become perennially irrigated and the 
dominant interests want to retain control. In 
Ukai, for instance, the Patidar farmers 
benefited substantially as a result of the 
transition from labour intensive rain-fed 
coarse grain cultivation to cash crops. 
Employment opportunities declined for the 
traditional landless and marginal peasant 
both because of the new agricultural practices 
and an escalation of competition with the 
arrival in the area of the oustees of the dam. 

World Bank Policy 

As a direct consequence of growing 
protests, popular resistance and criticisms of 
its insensitivity to social and cultural impacts 
of the projects it has supported, the World 
Bank has, over the past 15 years, 
acknowledged the scale of displacements 
and tried to define a comprehensive policy. 44 
With the notable exception of the 
International Labour Organisation’s policy 
for tribal and indigenous people, no other 
international organisation has attempted to 
spell out and define policy regarding the 
complex socio-cultural impacts of 
displacement. A recent institutionwidc 
review, was also completed last year. It 
acknowledges that: 

When people are forcibly moved, production 
systems may be dismantled, long-established 
residential settlements are disorganised, and 
kinship groups are scattered. Many jobs and 
assets are lost. Informal social networks that 
are pan of daily sustenance systems - 
providing mutual help in childcare, food 
security, revenue transfers, labour exchange 
and other basic sources of socio-economic 
support - collapse because of territorial 
dispersion. Health care tends to deteriorate. 
Links between producers and their 
consumers are often severed, and local labour 
markets are disrupted. Local organisations 
and formal and informal associations 
disappear because of the sudden departure 


of their members, often in different 
directions. Traditional authority and 
management systems can lose leaders. 
Symbolic markers, such as ancestral shrines 
and graves, are abandoned, breaking links 
with the past and with peoples* cultural 
identity. Not always visible or quantifiable, 
these processes are nonetheless real. The 
cumulative effect is that the social fabric and 
economy are torn apart. 49 

The report also accepts that, comparatively, 
women are more adversely affected than 
men, “...since they are more likely to earn 
their living from small businesses located 
at or near their residences. Woman may also 
be affected disproportionately in rural areas 
since they are more often dependent on 
common property resources*’. When 
compensation is paid to heads of households, 
most of whom are assumed to be men, it 
converts, “the collective assets of the family 
to cash in male hands'*. 50 

Other policies adopted by the Bank allow 
for the retention of a large measure of tribal 
autonomy and cultural choice. 

Such a policy of self-determination 
emphasises the choice of tribal groups to 
their own way of life and seeks, therefore, 
to minimise the imposition of different social 
or economic systems... 

This policy also stresses that, 

..national governments and international 
organisations must support rights to land 
used or occupied by tribal people, to their 
ethnic identity, and to cultural autonomy 
and that national governments or non-tribal 
neighbours should not compete with the 
tribal society on its own lands for its 
resources. 

More recently, anthropologists and 
sociologists have accompanied Bank 
missions and have identified the wide range 
of immediate impacts on communities 
displaced. 51 

While there has undeniably been progress 
in policy statements and efforts to seek the 
compliance of governments, there has been 
a critical lack of implementation on the 
ground. Thus, there remains a wide gap 
between intent and implementation. It is 
evident that this is primarily due to a much 
weaker recognition of the structural causes 
of displacement and the systemic constraints 
to ensuring that acomprehensi ve resettlement 
plan is drawn ftp and implemented. 
A4di^onai% t the Bank's structural 
well as its support to 
a displacement generating 

promts, at*d ppltcifca overwhelmingly 
contradict jjNtad Commitment* to those 
who arcdisplacm the 1994 review indicates 
that globally, over two million people are 
threatened by Bank-funded projects. In India, 
the study on resettlement conducted by its 
Operations Evaluation Department, states 
that, “The overall record is poor to the extent 
of being unacceptable.” 52 It can be argued 
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that an institution that has been responsible 
lor m> much social ncglectshouldnotinterfere 
in domestic policy-making. Furthermore, 
the primary responsibility for citizens of an 
individual country, is to seek accountability 
fromthegovemmentinpower Nonetheless, 
given that global economic institutions are 
increasingly playing acentral role m defining 
economic and other policy, it has become 
incumbent on representatives of the affected 
communities as well as other concerned 
people to demand and secure the 
accountability from both the government as 
well as, in alliance with citizens groups in 
other countries, global institutions 11 

It is also clear from the experience with 
other World Bank funded projects that the 
degree of its capacity to enforce its policy 
is linked to the nature of the regime in power, 
the strength of the economic and political 
interests behind the regime, the nature of the 
countervailing pressure of organisations of 
the affected people as well as the Bank's 
own structural incapabilities These are 
interlinked factors For instance, strong 
vested interests pievail over community 
mobilisation as m the SSP, in spite ol the 
widespread local national, and international 
support tor the Narmada Bachao Andolan 
On the other hand the Knshna Project in 
Karnataka was more effective in 
rehabilitation because the regime was 
amenable In the context of the SSP, during 
the period that the Bank was directly 
involved/ 4 the furthest it went was to push 
for the implementation of the resettlement 
policy on a pan passu basis • as and when 
displacement was imminent The Bank has 
recently argued that if it had not withdrawn 
from the SSP its presence would have 
facilitated better resettlement " For an 
institution that abets destruction through 
displacement on such a large scale, this is 
indeed a poor public relations statement that 
exposes an objectionable desire to play a 
moral and policing role in countnes like 
India 

AbSFNCF OF a Rl StTTLFMFNT POLIt Y 

Despite the magnitude of displacement 
and the longevity of the multiple tiauma that 
most oustees face, one of the most glanng 
examples of successive central governments 
shumpng their constitutional responsibility 
has been, till recently, the lack of a national 
policy for those that have to be forcibly 
displaced “in the national interest” 

In the past two years, there has been a 
virtual flurry of policies 1 * and even though 
the “policy of tribals displaced by 
development projects” has been in the 
drafting stage for the past five years, it is 
only now that a range of different policies 
have emerged Some like the National 
Thermal Power Corporation (NTPC) and 
Coal India Policy have been prepared with 
a view to serve as a guiding document across 
their range of operations 


Alt these policies, assume that since 
displacement is inevitable, the need is to 
“deal” with the trauma, not to question the 
project or the process that is causing the 
displacement In addition, many officials (as 
well as academics) have argued that 
communities and individuals have a 
remarkable system of adaptability, a 
resilience that can see them through a period 
of temporary loss Still others have stated 
that development projects that generate 
displacement play a useful social role in that 
they release labour for industry and other 
‘useful’ jobs 57 

Undoubtedly, there is an urgent need for 
a national polity and, more importantly, 
a national legislation Some concern has 
been expressed that expending energy in 
secunng the formulation and adoption of 
these official documents may detract 
from the more important task of ensuring 
that a public debate or the viability and 
justiciability of projects themselves be 
held In tael, this is precisely why what 
has become urgent is the process of 
formulating and drafting a policy and 
legislation - a means to engage a wider 
cross-section of society to debate, not just 
the processes ol displacement and resettle 
ment, but the very patterns of economic 
development 

The recent policy drafts acknowledge 
the importance of a land-for-land approach 
However there are so many escape clauses 
that the drafts end up ensuring the provision 
of land in only the rarest of cases 

Historically, the trajectoiy of the land 
f or-land policy has followed an inverse course 
to that of the economic value of land The 
more the value ol land (and the per capita 
pressure on it) the more reticent officials 
have been in providing land for resettlement 
In the years after independence, land was 
provided in several instances though in 
most cases it was dry land which the oustees 
had to nurture and expend resources on 
towards Us upgradation In the process 
many became paupeis In most cases only 
those got land who either made a collective 
claim or who used political patronage By 
the 1970s, even this became rare as the 
normal official propensity was to avoid the 
land question altogether and otter cash 
compensation instead 

By the mid-1970s however, wider public 
awareness, the demand for greater 
transparency in pro ect implementation, as 
well a* the more organised movements of 
the middle farmer as well as the landless 
and marginal peasants grew, making the 
land-for-land demand more urgent The 
new policy drafts acknowledge this urgency 
but shirk away from making any direct 
commitment In fact, it can be demonstrated 
that these policies seriously violate the 
Constitution since they do not guarantee 
an alternative mat ensures the right to life 
with dignity 11 


Conclusion 

The extent and range of displacement, the 
signal failure to comprehensively rehabilitate 
those displaced by development as well as 
the critical inability of policy-makers to 
successfully provide higher levels of social 
security underscores two levelsof addressing 
the situation - palliative and structural If 
any intent of the government has to be taken 
seriously, it must immediately take the 
following palliative steps comprehensively 
resettle those who have been displaced in 
the past as well as those whose displacement 
is imminent Land-for-land needs to be 
provided as a rule while also offering the 
choice of skill upgradation and permanent 
absorption in the projects that are displacing 
them 

So far, the dominant thinking in govern¬ 
ment has been that legislative consent or 
discussion (on projects and lands that are 
acquired for them) is not required or even 
thought to be necessary since all decisions 
are within the sphere ol executive authority 
In the context of development projects and 
displacement and the politics of development 
itself the crucial issue that needs to be more 
sharply raised is should such broad powers 
be vested in the executive 7 This issue gams 
all the more importance sime we now have 
almost half a century of project planning 
and as is conceded in several governmental 
evaluations themselves the experience of so 
many public projects that have proven to be 
economic social and ecological failures or 
near failures 

In the context of the recent policy drafts, 
while several detailed critiques are 
available s * let us highlight some basic 
principles that must be reflected in any 
exercise to frame national or state legislation 
First of all these exercises have to be based 
on the question of accountability - bottt 
public and judicial Also, beyond the 
palliative and, as argued throughout this 
paper the primary decisions to build projects 
are developmental Displacement and 
resettlement follow Therefore, legislation 
must have the capacity to challenge the 
constitutionality of projects themselves - the 
projects and the process of resettlement must 
meet the constitutional guarantees of ensuring 
the right to life with dignity of those who 
arc adversely affected hy the developmental 
intervention 

The need is for creating conditions where 
if displacement is inevitable, resettlement 
can become an opportunity, a mandate for 
reconstructing production systems, raising 
standards of living, restoring community 
and kinship relations and minimising the 
conflict with the host community 
Resettlement must also take place m the 
same ecosystem and in a similar cultural- 
linguistic zone It must take place without 
breaking the community as a cluster of 
villages representing crucial kinship 
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relation* The experience so far has been the 
fragmenting of communities and families 
themselves sometime across hundreds of 
kilometres It is only such a comprehensive 
approach which guarantees resettlement in 
asimilar socio-cultural-ecological space that 
can minimise the trauma ol displacement 
The commitment therefore has to be not 
just for resettlement but tor rehabilitation 
which should be an entitlement and not an 
act ot reluctant generosity In case of 
irrigation and hydroelectric projects, there 
should be clear strategies so that those who 
have had to give up so much are able to 
substantially share the benefits of the 
developmental intervention 
Given the grossly unequal powerexercised 
by the planners, politicians and the nexus 
of interests that develops around any large 
project - compounded now with the advent 
of the New Economic Policies - it would 
require a clear institutional commitment on 
the part ot the governments and project 
authorities to be transparent and accountable 
Projects and processes that cause 
displacement must be open for public debate 
This would also facilitate those potentially 
facing displacement to make informed 
choices For future projects it is imperative 
that the full costs of rehabilitation be 
internalised into the project cost More 
comprehensive means ot compensating non 
quantifiable losses will also have to be 
devised Finally, alternatives that cause 
minimal displacement that benefit a majority 
and that are ecologically sustainable will 
have to be sought If after due public process 
displacement is inevitable, a comprehensive 
package that will enhance the social and 
economic secunty ot displaced communities 
is the least that should be offered to those 
who are being forced to forgo and sacrifice 
so much 

Notes 

[This paptr was presented at a workshop on 
“Displacement and Resettlement held at the 
Delhi School of Economics on January 21 2*1 
1995 I am grateful for the comments received 
at the Workshop on Displacement and 
Resettlement Towaids a National Policy 
organised by the Centre for Development 
Economics m Delhi from January 21 23 1995 
where this paper was first presented l am also 
grateful for the personal comments of Usha 
Ramanathan K G kannabiran and Jean Dreze 
Finally 1 would like to express my deep gratitude 
to the several mass movements which I have had 
the privilege ot interacting with and whose 
struggles have given me many of the insights 
presented here J 

1 Quoted in Donald Worster Ri\ers of fmpi re 
Oxford Oxford University Press 1985 
Worster s book is also an important 
contribution towards explicating the 
correlation between the evolution of hydraulic 
societies and the domination of political power 
by an elite 

2 Letter from Indira Gandhi to Baba Amte 
August TO 1984 Cited in Edward Goldsmith 


and Nicholas Hildyard (etk), The So dal and 
Environmental Effec ft of Large Dam r, Vol II, 
p 245 

3 The power of eminent domain confers on the 
government the right to take pnvate property 
for a public purpose This power has been 
described as the ‘highest and most exact idea 
of property remaining in the government or 
in the aggregate body of the people in their 
sovereign capacity 1 2 For a more detailed 
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Displacement and the Law 


Usha Ramanathan 

The paradigm of development that has found favour with planners makes displacement of large numbers of people, 
even whole communities, an unavoidable event. The utilitarian principle of maximum happiness for the maximum 
numbers has been invoked to lend respectability to making the lives of communities into a cost in the public interest. 
The law is ill-equipped to counter this attitude and in fact abets it by lending the force of state power. 


THIS is an essay on displacement as 
witnessed in the law. In it is a recognition 
that displacement, and the related concerns 
of rehabilitation and resettlement, are not 
familiar to vast areas of the law which affect 
the rights and lives of the displaced person. 
'Public purpose’ emerges as thejustification; 
the doctrine of eminent domain gives to the 
state an enormity of control over land and 
related resources, and so over the lives of 
the people; acquisition provides the process; 
and compensation is the limited replacement 
of the rights of the displaced person. The 
essay will attempt an understanding of these 
concepts as they exist within the law. 

Further, the law has been constructed on 
the acknowledgement of the individual 
dislocated person; experience has revealed 
the inadequacy, and inequity, inherent in 
this approach. For it docs not accommodate 
the implications it has for displaced 
communities, and in circumstances of mass 
displacement. The presumptions of what 
constitutes it gives 'development* a priority 
which is denied to the laigc-scale, and often 
traumatic, displacement that it entails. The 
calculation of cost-benefit externalises these 
costs. A study of the law reveals that it 
endorses, and reinforces, this position. 

Statute law determines the process by 
which the relationship between a community 
and its resources may be affected, even as 
it redefines rights. It also is the context from 
which the substantive right of the affected 
person - often in the form of money 
compensation - is derived. The powerofthe 
Statute, however, goes further: it has a 
profound mil uence on judicial understanding 
, of the problem of displacement. The statute, 
it will be seen, insidiously but definitely, 
t determines judicial interpretation of 
Constitutional mandates. It is to this that the 
lack of empathy may partially be attributed, 
when a court finds that 'preferential* 
treatment of displaced families would be 
against the equality promised in the 
Constitution - even while accepting the 
poverty of the displaced. 1 Expediency, 
preferred as an argument by the state, has 
Struck a responsive chord in the court. Judicial 
hands-off on matters of policy has given 
power to the state beyond legitimated 
. challenge. The relevant concerns, in the 
i context of displacement would then be, 
r justiciability, the nature of legal imagination. 


the finality which is an integral part of the 
character of justicing, and the development 
of a relationship between law and justice. 

There is an inevitability about the 
regression into poverty that is seen in the 
law — not only the law directly effecting 
displacement, but also laws of labour, of 
crime and of illegal living. 2 A representation 
of this impoverishment demonstrates the 
dramatic effects that displacement has on the 
lives of those uprooted, and calls intoquestion 
the morality, constitutionality, and justice 
that seems to evade the law. 

The paradigm of development that has 
found favour with planners makes 
displacement of large numbers of people, 
even whole communities, an unavoidable 
event. The utilitarian principle of maximum 
happiness for the maximum number has 
been invoked to lend respectability to making 
the lives of communities into a cost, in the 
public interest. The law is ill-equipped to 
counter this attitude and in fact abets it by 
lending the force of state power. This is the 
focus of this essay 

I 

The Statutes 

The legislation at the centre of the debate 
is the Land Acquisition Act 1894. It is of 
some significance that the act is of colonial 
vintage. What is also of the same vintage 
is the rule of law. This is an overarching 
principle that was held out as the antithesis 
of arbitrary state action. The statute was one 
of the more defmiti ve expressions of the rule 
of law. The prescription contained in a 
statute - whether of procedure, of substantive 
rights or of sanctions - acquired a legitimacy 
which was not easy to dislodge, something 
which continues to this day. And such a 
statute is the Land Acquisition Act 1894 
[LAA]. 

The LAA is a statutory statement of the 
state’s power of eminent domain, which 
vests the statewith ultimate control over land 
within its territory. It denies to the person 
from whom the land is acquired the right 
to exercise choice as to whether to part with 
the land or not so long as the acquisition 
is avowedly for a public purpose. The 
definition of public purpose in the act is 
inclusive, not exhaustive; and the 1984 
amendment which was an attempt to update 


the law only increased the inclusive 
categories. The state is, however, only to 
acquire the land: the act therefore provides 
for payment of compensation. And, again, 
in the interests of justice and fair play, the 
Act lays down a procedure by which the land 
is to be acquired: an endorsement of the 
principle of processual justice. 

The act is essentially concerned with the 
acquisition of rights over land from 
individuals who have legally recognised, 
and compensable, rights. These conservative 
notions of individual ownership and state 
acquisition have been stretched unrealisti¬ 
cally to envelop the displacement of whole 
communities. (The inclusion of companies 
as performers for carrying out the public 
purpose is adefimti ve statement of alignment 
and priority) Compensation, as a measure 
to take the edge off dislocation following 
compulsory acquisition, retains its market 
value connotation, the statutory respons¬ 
ibility of the state ceasing upon such payment 
The inadequacy of this law to deal with the 
problems thrown up by large-scale 
displacement has notaffected the thoughtless 
regularity with which the law is invoked. For 
a law that does not acknowledge 
displacement and its traumatic overtones, 
does not mention resettlement, and is 
unwilling to take the responsibility of 
rehabilitation, what can be seen in its rooted 
presence m this field of human suffering is 
expediency, callousness or arrogance. This 
view is only reinforced by a reading of the 
1984 Amendment which recognised a public 
purpose in providing for 'persons displaced 
or affected* by projects: which yet continued 
to ignore the existence of displaced 
communities. And even while it recognised 
no rights m the displaced persons to 
rehabilitation through state intervention, it 
unabashedly used the displacement caused 
as further justification for state power in 
compulsory acquisition. 

The LAA is not isolated in its relevance 
to displacement. There is the Forest Act of 
1927 which anticipated the displacement of 
people from forests in which the statedeclared 
an interest. Quite unlike the LAA which was 
premised on private ownership of property, 
the Forest Act was aware that long, 
established user and an intricate mesh of 
dependency characterised the rights it would 
dislodge. Yet, the continuance of the rights 
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determinations made by a slate fractionary. 
And die fights, where recognised, could be 
involuntarily replaced by compensation. It 
is an ill-kept legal secret that the original 
intent of the Forest Act was to serve the 
commercial interests of the state. The law 
has hardly changed. Yet-even as the 
language of the law, the process, the power 
structures and the remedies remain 
unchanged - it is sought to be given a new¬ 
found morality: the state is projected as the 
protector of the tree. As for the displaced 
people, they are placed in an adversarial 
position with the conservation and environ¬ 
ment ethic. While development is the larger 
good which is invoked to justify displ acement 
for projects, the Forest Act rests its case on 
conservation and the environment. 

The security of the state demands that 
open spaces be available to the army for its 
field firing and artillery practice. Here is 
cause again for displacement. It is in the 
"interests of safety* of the persons likely to 
be harmed, and to "regularise* the procedure 
by "putting it on a legal basis', that the 
Manoeuvres, Field Firing and Artillery 
Practice Act 1938 was avowedly enacted. 
Field firing and artillery practice needing to 
ensure more total "exclusion or removal 
from any place declared to he >i danger zone 
of persons or domestic animals’, this act 
provides for the ‘removal’ and ‘exclusion' 
of persons from the danger zone. There is, 
under the LAA, a permanence in the 
severance of the relationship between a 
person and his property which may be seen 
as absent in its essence from this legislation. 
The displacement is, in reality, a mere 
dislocation for the period that the army needs 
it: it may be re-habited thereafter if, in the 
process, any harm is sustained by person or 
property, there is statutory provision for the 
payment of compensation. In common with 
other legislations which facilitate 
displacement, this act concentrates power in 
the state, with but a passing thought to what 
effect it might have in the lives of the 
displaced people. It is this reluctance to 
acknowledge the extent of the responsibility 
involved that makes the law suspect. 

Hidden in the folds of statutes which appear 
to have little relation with displacement can 
be found extensive powers enabling state 
authorities to take over control of land and 
related resources. For the purposes of 
constructing or maintaining a railway, a 
railway administration may construct "in or 
upon, across, under or over any lands, or any 
streets, hills, valleys, roads, railway, 
tramways...’ "as it thinks proper". This 
discretion todecide and to act is tucked away 
in the Railways Act of 1989. The extent of 
the powers is vivid in the clause which 
would have it "do all... acts necessary for 
making, maintaining, altering or repairing 
and using the railway*. Interestingly, theone 


timfeackm on ibis power omnibus is when 
it is government propeity that is involved: 
the administration can then act only with the 
consent of the concerned government. With 
this one exception, these transactions are 
treated as acquisitions for a public purpose 
within the LAA. Displacement, while 
ine\ itable, is neither in the statement of the 
law, nor is it its apparent concern. 

The expedient of compulsory acquisition 
is again in evidence in a legislative exercise 
of even more recent origin. Even as the 
immensity and immediacy of the problems 
of displacement was acknowledged - and 
the attempt at articulating apolicy was engag¬ 
ing the attention of at least six departments 
of the government, among others- the 
Airports Authority of India Act was passed 
in 1994. The habits of law-making introduce 
a reiterative quality to the law; and laws all 
too ohen are reproduced in their own image. 
This perhaps is at least a partial explanation 
for the power of compulsory acquisition of 
land that has been prescribed for the statutory 
authority. The land required "forthedischarge 
of its functions under this act* is "deemed' 
to be for a public purpose; and the LAA is 
invoked to effect the acquisition. Again, the 
presumption that public purpose is a priority 
of an irrebuttable superior order, and that 
the statement by the state that a purpose is 
a public purpose is conclusive. 

These are but instances of a statutory order 
which is so constructed as to legitimate, and 
facilitate, the displacement of persons, as of 
communities. In its ordering of priorities, it 
has not reckoned with displacement. Instead, 
it has attributed a cost to the acquisition 
process, and displacement is an unstated 
incident in this process. Law depends, for 
its legitimacy, on popular acceptance. The 
patent injustices that have resulted from 
employing the extant statutory regime to 
situations for which it could never have been 
intended-and mass displacement is an 
outstanding example-and the popular 
condemnation that has followed, have 
cornered the law into rethinking its 
propositions. To get the law to revise its 
priorities, to relocate expediency, to redefine 
development, to reassess the meaning of 
costs requires a liberal dose of legal 
imagination, political will and the induction 
of empirical knowledge. 

II 

Public Purpose 

The morality of the law which effects 
displacement is posited on the "larger public 
good*. It is couched in the language of 
"public purpose ‘. It reasons that the state will 
have to act to protect, and advance, generally, 
the interests of the people. There is an 
impracticability about detailing every 
circumstance which may need state action 
under these laws; the field is then left 


tleKberaldyopen, with the power essentially 
resting with the state to determine wi m 
constitutes public purpose. 

Experience with public purpose ha$ 
demonstrated its utilitarian potential/, 
Utilitarianism is a pragmatic philosophy,, 
advocating the seeking of the greatest 
happiness of the greatest number. It does pot 
actually advocate the marginalisation of 
those who get excluded from the benefits 
of the system; yet it is implicit in its very 
statement. Public purpose works to similar 
effect. What is public purpose for a category 
of persons may represent the trauma <rf 
displacement for another. The exercise Of, 
state power is governed by the identification 
< >f the public purpose, without the constraint 
of addressing the adverse impact it may have 
on the affected population. Differently from 
utilitarianism, pursuing state understanding 
of public purpose may cause relatively molt 
distress in real terms than the benefits it 
generates. The large scale of displacement 
accompanying the progress of the projects 
across the Narmada - from those who made 
way for the ritual of the inauguration in the 
1960s, those displaced for the township, the 
dam affected, those to be dislodged as the 
canal progresses, including in their number 
those recognised by the state as being related 
to the project and those ignored - illustrates 
this possibility. 

There are incompatibles that continue 
unresolved in the law of public purpose. The 
use of the law to further one public purpose 
may result in creating conditions which may 
deserve a further invoking of the acquisition 
law. In 1984, the grinding wheels of the law 
grudgingly transported displacement into 
legal recognition. The LAA was amended 
to bring displacement into the inclusive 
definition of public purpose. The express 
provision of the law, while it limited its 
concern to making land available for 
residential purposes, did admit to the reality 
of displacement. In the company of the "poor 
or landless or... persons residing in areas 
affected by natural calamities” the law places 
""persons displaced or affected by reason of 
the implementation of any scheme 
undertaken by government, any local 
authority or a corporation owned or 
controlled by the state”. The language of 
vulnerability is unmissable. The expedient 
of limiting public purpose to restoring some 
manner of shelter is a commentary on the 
state's admission of inability to commit itself 
to greater responsibility. Yet the nature of 
the problem of displacement, and the 
difficulty in resolving it equitably, have not 
caused the law to re-work the meaning of 
public purpose, or to device a procedure 
which will require the state to consider the 
totality of the public good involved. If there 
is a reluctance in the law to interpret state 
power so as to account for its responsibility 
where displacement may occur, the reason 
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h obvious: forit would amount to a whittling 
down of state power. Also, it would impel 
a redefinition of priorities, as it would call 
j'far a reorientation of the presumptions that 
'have influenced the course of the law. 

Ill 

Eminent Domain 

The doctrine of eminent domain asserts 
the right of the state over land and related 
resources within its territory. It is perceived 
as a necessary right, to be invoked to further 
public good. In consequence, the right of 
any person or community to refuse to permit 
the intervention of the state, or to dissent 
1 from the state's perceptions of public good 
' is considerably eroded. The process of 
assumption of control is prescribed by statute. 

' The only concession to this power which 
causes 'great legal injury' is the entitlement 
to compensation. 

The situations which may prompt the state 
to acquire private rights may result in 
" permanent, temporary or partial acquisition. 
The LA A, for instance, envisions acquisition 
of land which sunders the relationship 
between the private holder and the land. Any 
Change in the status of the land which may 
occur after the completion of the transaction 
Of acquisition will have no effect on the 
rights of the person who has lost his land 

* to the acquisition. Illustratively, the over¬ 
acquisition of land, in excess of that needed 
for the purpose for which the power is 
exercised, would not restore to the displaced 
person any right to the land. 

Field firing and artillery practice is 
facilitated by a law which provides for the 
exclusion of persons, for a period, from land 
on which they may live and work. The nature 
of the activity which provokes temporary 
displacement may make outright acquisition 
inexpedient. The compensation is then 
computed on an understanding of the 
demonstrable loss, harm and injury sustained. 
It is not without significance that this 
temporary displacement inevitably occurs 
in areas which are removed from what may 

* be called, the mainstream. 

Where the purpose for exercise of the 
eminent domain power could be served as 
well by acquiring only partially the rights 
over land, the state may decide to restrict 
the nature of its acquisition. The Petroleum 
and Minerals Pipelines (Acquisition of Right 
of User in Land) act 1962 is a case in point. 

1 H is interesting that this act was conceived 
because of the resistance that invariably 
attended acquisition under the LAA. 

‘ M Although land can be acquired outright for 
laying down pipelines under the LAA 1894, 
' the procedure for such acquisition is long- 
' drawn and costly", read the statement of 
objects and reasons that accompanied the 
Bill. “Since the petroleum pipelines will be 
laid underground, outright acquisition of 


land is not nbcesmy. Therefore* in the case 
of these pipelines it is considered sufficient 
to acquire the mere right of user in the 
land...". This partial acquisition vests the 
right to use the land in the government; the 
owner or occupier of the land is, however, 
entitled to continued use of the land. The 
damage, loss or injury that may result is 
compensated under the law. 

The wisdom of the law in not acquiring 
more than the purpose needs, is founded on 
expediency. It is not the limited extent of 
the need, but the experience of costs and 
delays involved in the process that has 
influenced the lawmaker. It becomes apparent 
that where the costs of acquisition are 
effectively contained with the law's help, 
and the obstacles to the process are not 
sufficient to deter the state, the incentive to 
minimise the take over of rights is lacking. 

In limiting the extent of dislocation, partial 
acquisition represents a lesser loss than 
outright acquisition. Yet, it may not be an 
unmixed blessing. It is an attributeof eminent 
domain that the consent of the dislocated 
person is irrelevant to the process. It is also 
in the nature of this power, as it has evolved, 
that the state cannot be required to acquire, 
and compensate, the totality of the rights: 
the invasion of rights is the prerogative of 
the state. 

The doctrine g! eminent domain ensures 
to the state access to all land and related 
resources. Public purpose, the moral high 
ground of acquisition, has a wide, sometimes 
contradictory, reach: Irom the construction 
of dams to the resettlement of displaced 
people; from the conservation of wildlife 
and forests to the promotion ot tourism; 
from industrial growth to slum clearance. 
There is little answerability in the law of 
acquisition, based as it is on the possibilities 
engendered by eminent domain and public 
purpose. The environmental priority of a 
sanctuary may give way before a revised 
economic priority of tourism: the excluded 
people however are entitled neitherto reenter 
their land, nor to question the changed 
priority. A revised rendering of the law would 
have to remedy this attitude to displacement. 
The perception of displacement as a tragic 
choice, 1 would have to replace the established 
status of displacement as a necessary ritual 
for the furthering of 'public interest’. 

Acquisition 

Acquisition effects the transfer of rights 
from a person to the state. The law is 
concerned with the individuals whose rights 
are to be acquired. Breakdown of 
communities and mass displacement are not 
within this recognition. 

The acquisition process provides a degree 
of participation to the individual. Procedural 
opportunities - to protest the acquisition, or 
the extent of the acquisition, to establish a 
claim to interest in the rights under 


acquisition* to contest th t quantum of 
compensation - are provided in the law. The 
non-recognition of the displacement of large 
numbers, and of rights of collectives, or of 
individuals as part of a collective, permits 
the state to neglect all but the defined nghts 
of individuals as individuals. 

Statute law, in defining rights and pre¬ 
scribing powers, reduces the recognition of 
a problem to manageable proportions. It 
would then ignore all that falls outside this 
recognition. What is not within the law's 
ken cannot be addressed by the law. The 
process prescribed for the identification of 
holders of rights, and of the rights them¬ 
selves, externalises mass displacement. State 
laws 4 which have acknowledged mass 
displacement and speak of rehabilitation, 
are reluctant to make acquisition dependent 
on the restoration of just standards which 
will avoid using the displaced population as 
scapegoats. 

Statute law has a binding effect which has 
to be enlisted to minimise displacement, to 
reduce the trauma of displacement where it 
occurs and to introduce justice and fairness 
into this transaction. The content of the law 
would require drawing upon empirical 
knowledge, providing an understanding of 
poverty, acknowledging the impoverishment 
through law that mass displacement has 
caused, and recognising the inequity of 
powerlessness. 

IV 

Compensation 

If the law of acquisition were to possess 
a conscience, it may be found m its provision 
of compensation Perceiving the effect of 
eminent domain as "exacting greater sacri¬ 
fices for the purposes of the state from one 
rather than from the other", 5 compensation 
is seen as the means for reducing the injustice 
inherent in acquisition. Every law that dispos¬ 
sesses carries a provision tor compensation 
which is intended to soften the blow. 

Yet, the limited understanding of 
compensation has eroded its moral base. The 
notion of total compensation being unknown 
to the law, it is ill-equipped to internalise 
the immiseration which acquisition may 
entail. The process of impoverishment is 
inevitably set in motion, except in cases 
where the displaced persons are able to use 
the system to their advantage - an unlikely 
event where poverty or powerlessness 
characterises the population. 

The meaning given to compensation has 
been dominated by its equation with the 
market value, or the notional value in the 
market. This,treats the displaced person as 
a willing seller. It does not account for the 
part that coercion plays in the law. 
Compulsion is tempered by a solatium, 
which, being a percentage (now fixed at 
thirty percent) of the compensation amount. 
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is also dependent on the market value The 
option of compensating land for land merits 
a mere mention in the lav, it is not, in any 
event, a binding obligation ot the state 

With its defective vision distorting 
displacement, there are significant absences 
in the law for computing compensation For 
one, it does not take responsibility tor 
providing for the replacement value of the 
land, or rights, lost For another, mass 
displacement ottenaffects populations whose 
lives are not constructed around formal legal 
rights, making market value an irrelevant 
criterion The difficulties in attributing a 
value to the costs ot displacement have not 
been addressed by the law they have merely 
been externalised The costs ot displacement 
have been artificially, and unjustly 
suppressed The focus of the acquisition 
process being the individual compensation 
is not sensitive to the displacement ot 
communities or of large numbers of people 
The trauma involved in displacement, the 
fragmentation of communities the 
breakdown of support structures the 
indigence ot displaced populations the 
increased susceptibility to exploitation where 
protected populations are dislocated none 
of this inhabits the law ot compensation It 
is of significance that having spoken to the 
possible poverty ot displaced populations 6 
and to the public purpose involved in 
providing for them it is not a right to 
compensation hui a discretion to cate that 
has been prescribed 

With the exception of the occasional state 
legislation the law which enables displace 
ment neither recognises displacement as 
creating altered rights, nor does it use the 
language of resettlement relocation or 
rehabilitation Multiple displacement - and 
none can deny that it extracts an unconscion 
able cost - has not excited the compassion 
of the law, nor engendered a sense ot 
community Neither the deusion to acquire 
nor the computing of compensation, takes 
responsibility for this disproportionate 
burden on the displaced 

The presumptions ot public purpose, the 
implications ot eminent domain the power 
of acquisition, and the containing ot costs 
in computing compensation have conspired 
to relegate displacement to the position of 
a non-concern Particularly where they 
reorder hierarchies of legal concern, changes 
m the law are a response to pressures that 
cannot be ignored This is reflected in the 
gradual, even if reluctant, introduction of the 
recognition of displacement into the law 
Yet, the law being essentially conservative, 
it wtll take unrelenting determination to 
build the gravity of displacement into the law 

Law and Polk y 

The law’s attention has not been engaged 
by the possibility, and effect, ot large-scale 
displacement Its concern has been to provide 


a process for the exercise of the eminent 
domain power Unintentionally perhaps, yet 
inexorably, the law has been activated to 
effect mass displacement in the cause of 
development, what is compendiously termed 
the national interest, economic imperatives 
of the state and planned growth With the 
restricted meaning imported into 
compensation displacement has not been a 
legally recognised cost Theescalating crisis 
of displacement has been aggravated by the 
displacement ot whole communities and 
hosts of villages as an invariable pan of 
implementation ot projects 
The emerging dimensions ot the problem 
the awareness that pnonties identified by 
the state threaten further and increasing 
displacement, the unimaginative and 
inadequate remedies provided by the law 
and the impossibility of displaced 
populations resurrecting their lives, have 
together impelled the state to publicly 
reconsider its options It is witnessed m 
token changes to the LAA as in the 
introduction of the displacement dialect in 
defining public puipose, in the enactment 
ot rehabilitatu n legislations by some states 
and in the mushrooming of policies of 
rehabilitation However displacement is 
itself not questioned 
Policies ot displacement and rehabilitation 
speak to concerns beyond income replace 
ment Recognising the characteristics ot the 
displaced population, which explains the 
consideration shown to them by the policy 
they prescribe norms of replacement This 
is intended to temper the patent injustice ot 
asking populations who have little to pay 
for the public good A policy may go 
something like this 7 
The projects involved, it may say are located 
in remote areas Requiring large stretches 
of land it may go on it may displace people 
Where it docs it may promise to resettle and 
rehabilitate the displaced in consonance with 
the norm that they improve 01 at least regain 
thcirprcviousstandardof living Recognising 
the discontent and alienation that may result 
from improper resettlement and renabilit 
ation and acknowledging the involuntary 
nature of the transaction, it may commiserate 
with the forced eviction, the loss of a 
traditional social system, and the fundamental 
changes where an agricultural economy is 
replaced by changes in land use that the 
project brings It may place a prionty on 
regaining the economic base, expeditiously 
A listing of entitlements of the displacement 
population may follow including land tor 
land house sites employment and self 
employment opportunities Rehabilitation 
measures may include compensation for 
losses in terms of land, cash and other forms 
and assistarc • to start a new life in terms 
of opportunities, training, credit and 
community services for schooling and health 
With its commitment to discharge social 
responsibility it may assert us intention to 
making a conscious effort to rehabilitate 
persons displaced by earlier projects 


Yet, with this testament attesting to in 
humanity, when the displacing entity ts 
challenged in a court for not conforming to 
the pledge of the policy, it may counter writ) 
a simple expedient - that the policy ‘has no! 
statutory force’ - it cannot thereforebe math 
the ground for action 1 Or that the policy 
being under revision, it cannot be entertained 
as a basis tor determining rights 1 Thd 
distinction between law and policy therefoft 
acquires considerable significance 
Statute law lsenactedby parliament,pahey 
is the creation of the executive 
Statute law where it defines (or denies!) 
lights is binding Policy, on the other hand, 
has at best a persuasive value Courts arc 
hound by the statement in the law, but 4WC 
tree to be guided by policy, or to ignore ft 
The life of a statute begins on the (fads 
prescribed by Parliament, and stretches dti 
it is either repealed is modified by a latex 
statute or is struck down by a court for being 
in violation of the Constitution Policy isno4 
so constrained it may subside into non-usei 
or become outdated, or be replaced by a lata 
policy 01 even just be discarded ( 

Where there is a conflict between a statute 
and a policy the latter yields to the statute 
There may be a difference between the effect 
ot the law and the stated intent of policy. 
Again it is not unknown for law's 
prescription to be restrictive, where pobc) 
may be generous To the extent that it is no) 
in contradiction policy may assist in thx 
interpretation of a statute it cannot howev$ 
replace the statute 

Decades of e Aperient e with the acquisiUof 
laws has determined the contours of judicta 
and executive understanding Judicia 
construction of statute law beiQf 
characterised by a desire for continuity aiu 
certainty the influence of policy on du 
acquisition laws is not likely to affect then 
in any fundamental way Where displacement 
is enabled by law and rehabilitation u 
sketched by policy the inequality m the tw< 
instruments gives the compulsion o 
acquisition a status that rehabilitation does 
not possess The difference that the lav 
perceives between the rights of an owner oi 
occupier and others affected by thi 
displacement has been softened by policy 
Yet it would need a change m the law t( 
lend it enforceability | 

The neglect of displacement m the law oi 
acquisition, then, cannot be nghted by policx 
alone The protection against overt 
acquisition, the right to return to landl 
acquired but not used as proposed, thlf 
safeguards which may work to mimmisl 
displacement - these are instances of tb 
need for changes in the law Rehabilitation 
resettlement relocation and compensatioi 
have to be defined and made operative b; 
the law while the right has to inhabit th< 
statute, policy may be employed to rcalisi 
the potential of the law The advantage o 
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' lies in its flexibility, and this could 
pptxtto purpose in providing theexperiential 
> for understanding the possibilities 


Impoverishment 

j Mass displacement, without infusing 
1 waning into rehabilitation, is a prescription 
for impoverishment. Baxi’s concept of 
impoverishment* 4 distinguishes it from 
'passive words’ as poverty and the poor. It 
(s 4 a dynamic process of public decision¬ 
making in which it is considered just, right 
»]Wnd fair that some people may become or 
£tay impoverished*. It is a feature of the 
process of impoverishment “that people are 
hot naturally poor but are made poor”. It is 
in this sense that the word impoverishment 
has been used. 

The compulsory exaction of land, and the 
JSrtiited commitments of compensation which 
Ipo not account for the problems that 
displacement brings to the displaced 

E ion, lead to the regressive road to 
. The law, in its myriad manifest- 
shows an awareness of the possible 
destinies of the affected populations. The 
jfoct which is relevant here is that the displaced 
'population, which is inadequately protected 
from the vicissitudes of displacement, is 
easy prey to the forces of impoverishment. 

» Impoverishment through the law attributes 
to law the role of a causative agent, impelling 
those whom it affects on to the downward 
slide to poverty. The laws of acquisition 
House one example. Impoverishment in the 
jtaw is the recognition of the events of poverty 
disparate and static conditions, inviting, 
'variously, rebuke or paternalistic concern, 
both commonly denying autonomy and 
denuding rights. The laws of beggary which 
punish, and the law to protect interstate 
migrant workmen are instances. 

V The process of impoverishment may be 
depicted to determine the extent to which 
.the law is responsible for, or assists, this 
process. It is not intended as a demonstration 
Of the path trodden by every victim of 
tHaplacement; indeed it is an indication of 
W common dangers that confront those 
Who enter the vortex of impoverishment. It 
represents the law’s latent statement of the 
Ijqjustice of displacement. 

This representation 10 is illustrative of the 
Velationship between law, impoverishment 
Itod poverty. This ability of the law to effect 
^impoverishment, and the experience with 
inass displacement, would justify a 
’foworking of priorities and presumptions 
that are inherent in law. 

Judiciary on Displacement 

£ Acquisition and displacement, with their 
Constitutional implications, have, inevitably, 
Reached the courts. The petitioners have 
invariably been those affected by projects - 
(ilfams, reservoirs, firing ranges, industry and 


power generation causing people to lose 
their assets and their capacity for subsistence, 
leaving them to an uncertain future, with 
mere promises of executive largesse to sustai n 
them. Where the administrative process 
exaggerates the inequality between the 
displaced and those exercising the authority 
to displace, the judicial process is trained to 
the possibility of neutralising such inequality 
in having the rights of the displaced 
considered. The provision in the law for 
representative petitions, which enables the 
grouping together of rights of persons 
similarly situated, and Public Interest 
Litigation (or Social Action Litigation as it 
is more appropriately termed) 11 are relatively 
user friendly - they provide relatively easy 
access to courts, and acknowledge the 
existence of a community of interest. 

The reliefs that the courts have been 
petitioned to provide range from the 
scrapping of projects as they are based on 
a misconception of what is in the public 
good; to halting project work till thedisplaced 
are rehabilitated in a manner that does not 
treat them as a cost of the project; to holding 
the project authorities to the promises made 
in their endeavour to find acceptability during 
the planning process; to assert a right to 
spaces for participation m the process; to 
considerations of equity, and for infusing 
into the process of displacement a recognition 
that there are fundamental rights which are 
non-negotiable, even where eminent domain 
and public purpose may be invoked; or for 
enhancement within the law of compensation 
which will make the compulsory exchange 
less inconsonant with justice. 

The reasoning of the court is influenced 
by the statute. The displaced, whose rights 
have been represented but marginally in the 
law, have had to resort to the assurances of 
policy; and policy has no more than 
persuasive effect. Also, courts are reluctant 
to adjudicate on the exigencies of policy 
implementation. Acquisition, on the other 
hand, is a well entrenched state power, 
reiteratively reinforced by the judiciary. 

In considering the petition of a people 
displaced by the Rourkela Steel Plant, their 
claim for jobs of the adult population, and 
for a preferential right to employment was 
rejected by the Supreme Court. 13 Apart from 
not being able to discover the infringement 
of a fundamental right, the court found the 
process of acquisition validated by 
conformity to the process prescribed in the 
LAA. 

Their land’, the court said, ’was taken under 

the LAA. They were paid compensation for 

it. Therefore, the challenge raised on violation 

of Article 21 is devoid of any merit.’ 

The constitutional mandate that adeprivation 
of life (and livelihood and dignity) will have 
to be only by procedure established by law 
was believed to be fulfilled by applying the 
LAA. 


It is possible tiutf the ebutt found the 
claims for total absorption in, and preferential 
right to, employment, through the generations 
of the displaced, impossible of performance 
and therefore unreasonable, apart from 
striking it as excessive. Yet, the indignation 
of the court testifies to definite judicial 
attitudes. 

The government has paid market value for 
the land acquired’, it said. ’Even if the 
government or the steel plant would not 
have offered any employment to any person 
it would not have resulted in violation of 
any fundamental right. 

The irate court went so far as to say that 
’’Acceptance of such a demand would be 
against Article 14”, implying that displace¬ 
ment does not constitute a rational basis 
for positive discrimination! The distance 
between the perception of injustice of the 
displaced population, and the statutorily 
circumscribed understanding of the court 
are testimony to the importance of initiating 
amendments to the law. The existence of 
policy is no substitute. 

There are instances of an empathetic court 
relying upon policy to assist it in finding 
answers to the problem of displacement. The 
NTPC policy for rehabilitation, for instance, 
was the basis of directions which went out 
from the court on how displacement was to 
be effected, and the displaced treated. 1,1 There 
is however no right to the promises of policy. 

There is a pragmatism that the court then 
permits. Policy may account only partially 
for the displaced, or for only some of them - 
so long as the requirements of the acquisition 
process have been complied with. Since it 
is only the rights in the law that are perceived 
to be enforceable, and policy deals not with 
the individual but with the totality, the 
standard of compliance of policy is more 
relaxed than it is for the rights derived from 
law. 14 

Episodes from the courts carry their own 
lesson; 

The test firing range near Itarsi uprooted 
tribals. F ehabiiitation of the displaced tribals 
having apparently failed, it was found that 
they were, with regularity, risking their lives 
while collecting the spent, and unexploded, 
ammunition from the prohibited areas in the 
acquired land. By the government’s own 
admission, 81 persons had Jost their lives 
between 1972 and 1993. An order of the 
court in a public interest petition, designed 
to prevent the recurrence of such deaths, 
confined itself to the mechanics of barbed 
wire fencing, which would ’assure efficacy 
in containing trespass'. The unanswered 
questions about displacement and 
rehabilitation continued unaddressed. 15 

The anomaly of an interpretation of the 
law of compensation which converts a 
protection into a disability was witnessed in 
the case of the tribals in Andhra Pradesh. 
Resident in an agency area, they were 
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displaced to make way for the Jelluru and 
Yerrakavla reservoirs The transfer of land 
m an agency area may only be from one 
tnbal to another-a measure to ensure 
protection As is often the case, the nghtness 
of the displacement was not in challenge 
it was the enhancement of compensation that 
was sought But, the high court found that 
the market value of the land, being the norm 
m determining compensation, would be 
affected by the incapacity of the tnbal to 
enter into open market transactions A tnbal 
in an agency area may only part with his 
land to another tnbal And the buying 
capacity of the tnbals being, generally, 
limited, the compensation would have to be 
computed accordingly |lft The Supreme Court 
thought it fit to dismiss it merely with a 
remark that this “is not a correct approach" 
The difference between the market value 
and the reinstatement value was disposed of 
on the understanding of solatium as making 
up the difference 17 

Junstic activism, which evolves modes of 
thought, and fashions nghts and remedies to 
bnng l?w in consonance with justice, has 
passed displacement by Restrained attempts 
at judicial activism, which has the court act¬ 
ing to protect the interests of the displaced, 
have occasionally dotted the judicial horizon ,# 
The law of acquisition, and the expediency 
of policy, continue to determine judicial 
understanding and treatment of displacement 


In Conclusion 

Displacement is not on the wane In fact, 
the planning process presumes that 
displacement is inevitable There is an attempt 
to justify it as a cost of development, and to 
project it as an opportunity to improve the 
living conditions of the displaced Thecreation 
of internal refugees, the impoverishment of 
the displaced, the incapacity of the state to 
rehabilitate them and avoid making them the 
sacrificial lambs of thedevelopment process - 
these are explained away as unlortunate 
side-effects of the process of economic 
growth The initial deprivation of the 
displaced has been conveniently used to 
suggest that development could only benefit 
them 

The law has been instrumental in 
entrenching this perspective A reassessment 
of the human costs of development projects 
is the first require ment of improved legislation 
Legal reform is essential to curb state powers 
m this field, and to give tangible nghts to 
the victims and potential forgets of mass 
displacement 
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Vasava Identity in Ihmsition 

Some Theoretical Issues 

Roxanne Hakim 

Resettlement to the Vasavas, a community of largely subsistence farmers in Gujarat , involves a physical move from the hills 
to the plains which restructures the way the community views itself as well as the way it is viewed by others. Resettlement 
demands the restructuring of production and consumption patterns , which the 'dungri ’ (hill people) Vasavas view as the 
essence of their distinction from the 1 deshis ' (plains people). Thus while they do not perceive a threat to their identity, as they 
see it, from the adoption ofdeshi dress or religion , they are concerned about the restructuring of production and consumption 
patterns which resettlement will involve. 


Introduction 

i 

, THE Vasavas of Mapali village in Gujarat 
have recently been displaced and resettled 
as part of the Sardar Sarovar (Narmada) 
Dam Project (SSP). This paper describes the 
impact of resettlement on aspects of the 
community's identity, as viewed by the com¬ 
munity itself as well as by those amongst 
whom they have been resettled, i e, the host 
population. The information presented 
was gathered during 15 months of field¬ 
work in Mapali, from April 1992-June 1993. 
During this time the community was in a 
State of transition: their houses were still in 
Mapali, which they continued to consider 
as their home, but some members of each 
household made temporary trips to the new 
land to plough, weed and harvest the crop 
there. 

The Vasavas are largely subsistence 
farmers who supplement their agriculture by 
forest hunting and gathering and also keep 
some cattle. They are largely self-sufficient 
interms of food and minimise cash exchanges 
in the market. Their concept of the super¬ 
natural world and their pantheon of gods and 
goddesses arc very different from the 
Hinduism of the plains, although some 
ritualistic elements of Hinduism are being 
adopted. 

When dealing with the issue of changing 
identity, especially in the context of a rela¬ 
tively isolated community like the Vasavas 
in Mapali, it must be kept in mind that 
Contact with dominant communities has 
always taken place, long before the dam 
became a reality. This contact, although 
short and sporadic has influenced the hill 
Vasavas, both at the level of material culture 
as well as in a deeper way by restructuring 
Vasavaidentity. The community *s proposed 
resettlement as part of the SSP has sub¬ 
stantially increased this contact with domi¬ 
nant communities over the last decade. This 
prolonged contact, along with the acceptance 
by the Vasavas that they will one day have 
ID leave their hills and live in less isolated 
plains villages has prompted and quickened 
certain changes in material and non-material 
;culture which will hasten their integration 


into the host population amongst whom they 
are being resettled. 

Much of my research on the Vasavas has 
centred around writing a comprehensive 
ethnography of their life in the hills as this 
is essential before any comparative analysis 
regarding resettlement can be made. As I 
progressed, 1 reali sed that the central question 
surrounding resettlement is its impact on 
Vasava identity. Resettlement involves a 
physical move from the hills to the plains. 
This restructures the way the community 
views itself as well as the way it is viewed 
by others. This paper describes the termi¬ 
nology and criteria around which Vasava 
identity is constructed by the community 
itself, as well as by the plains (Hindu) groups 
amongst whom the Vasavas will resettle. 
This is with the aim of understanding the 
way in which Vasava identity will be re¬ 
constructed upon resettlement. 

‘Dungri’ and the ‘Deshi*: Perceptions of 
the Other 

The community in the village of Mapali 
refers to itself as Vasavas. However there 
is evidence to suggest that until fairly 
recently, they referred to themselves as 
Dungri Hhils I Joshi 1987:56, Kalathil 1983]. 
In fact, both academics and government 
officials continue to refer to them as Dungri 
Bhils, a term the community itself no longer 
identifies with, and acknowledges only 
reluctantly. Therefore in this paper I refer 
to the community in Mapali as Vasavas, 
although previous documentation on the 
regions uses the label Dungri Bhil. 

Why has this change in name taken place? 
An inquiry into this question reveals a number 
of interesting issues concerning Vasava 
identity as constructed in relation to non- 
Vasavas, as well as by non-Vasavas, in parti¬ 
cular the Hindu communities that inhabit the 
plains villages around Mapali where the 
Vasavas will be resettled. 

The term Dungri Bhil has negative 
connotations. Dungri literally means ‘of the 
hills', and is invariably understood in op¬ 
position to the term deshi (literally meaning 
‘of the main country', i e, the plains beyond 


the hills), although this opposition is not 
always made explicit amongst plains people 
around Mapali where my research was earned 
out. The term dungri evokes images of 
“isolation, simple technology, stone wor¬ 
shippers, meat eaters, alcohol drinkers, and 
women with loose sexual morals". 1 These 
images are viewed as negative within the 
deshi value system where access to medical 
aid, public transport, shops, type of clothes 
worn and even food habits such as vege¬ 
tarianism and teetotalism are important 
criteria defining what is referred to as a 
‘sudhrela’ community 

The Gujarati word 'sudhrela' can be 
literally translated as ‘improved’ or ‘bet¬ 
tered’. An individual associated with deshi 
traits is viewed as sudhrelo. This not only 
emphasises his difference from the dungri, 
but implies that he is more ‘improved’ and 
‘advanced’. The image of an ideal sudhrelo 
person differs in every community and 
changes with time and the influence of 
different value systems. Thus, sudhrela is 
used comparatively. For example, dominant 
caste communities like patels consider groups 
like ladvis, ratthwas and Vasavas to be less 
sudhrela than themselves, but would readily 
point out that of the three, the Vasavas are 
the least sudhrela. The degree of sudhrela 
differs even within a community, and has 
sometimes resulted in the successful mobility 
of sub-groups, who in time may refuse to 
acknowledge their previous status. Tadvis, 
for example, who have been documented as 
part of the massive Bhil tribe in India, today 
claim to be caste Hindus and refuse to 
acknowledge their Bhil ancestry. 2 

The term deshi as used by some urban 
communities to refer to rural communities 
can also have negative connotations. Deshi 
in this context implies ‘backwardness’ and 
‘isolation*, thus taking on some of thedungri 
characteristics mentioned above. However, 
deshi, as used in this paper refers to its use 
by hill tribes to describe the less isolated 
world of the plains. 

The images described with relation to the 
dungri-deshi or *hill/plains dichotomy* 
[Deliege 1985:5] are similar to those 
associated with the mote popular division 
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[albeit often an unclear one) betweetiadi vasi- 
non-adivasi and tribe-caste. However, these 
more popular categories have been much 
debated by social scientists and their ap¬ 
plication to the Vasavacase present problems. 

Adivasi is an indigenous term meaning 
‘original inhabitant’ or ‘original dweller’ 
[Morse 1992:68]. It is an ‘orientalist cliche* 
that the adivasis are those sections of the 
Dravidian speaking population who “escaped 
defeat and did not surrender to the Aryans” 
during the struggle between the two, in 
ancient times [Verma 1990:7]. Those sections 
of the Dravidians who were subjugated 
became the sudra vama (the lowest rung of 
the caste ladder) (or scheduled castes), and 
with time acquired many Aryan habits. 
However the adivasis (or scheduled tribes) 
remained somewhat 'untouched' by domi¬ 
nant ordeshi groups and led an “independent 
existence in the remote hills and forests. 
They are believed to be the forerunners of 
the various tribes in India” [Verma 1990:7]. 

It can be seen in Verma’s (1990) quote 
above, that he uses the term ‘tribal’ to refer 
to what I have called adivasi. In Indian 
anthropology and sociology books this is 
quite common and most students schooled 
in these disciplines assume the inter¬ 
changeability of these two terms. Recently, 
terms such as 'indigenous peoples’ are 
increasingly being adopted by academics 
and social activists worldwide, but the term 
tribal continues to be used both judicially 
and in informal conversations, especially in 
India. If anything, the trend in India has been 
to switch to the use of the word adivasi rather 
than tribal, as it appears to have a less 'colonial 
taste’ [Hardiman 1987:11-16]. 

British anthropologists applied the term 
tribe to the isolated communities of India, 
because they felt these groups belonged to 
“a society with a particular frame of mind” 
[Fuchs 1982:25] which was different from 
caste organised communities. There was an 
implicit assumption that all tribes had 
something in common which made them 
different from non-tribals [in this case caste- 
based communities], who also by default 
were assumed to have a thread of homo¬ 
geneity. Here lie the seeds of what is popularly 
known in Indian academia as the 'tribe-caste 
debate’ or the adivasi and non-adivasi 
difference. Beteille, writing on the tribe- 
caste debate, claims that “caste spread its 
tentacles to the tribal social formations which 
existed on the margins of Hindu ci vilisation” 
[Beteille 1983:58]. It is the fuzziness of 
these ‘margins' that is questioned by the 
tribe-caste debate. Since non-iribal or caste 
society in India is itself hierarchical, it is the 
boundaries between the lowest castes and 
the adivasis that has become problematic 
[Bhagvat 1968]. 

The distinction between tribe and caste or 
adivasi and non-adivasi was less problematic 


to earlier writers. Fuchs (1982:23-24) claims 
that although both tribes and lower castes 
are “backward and subject to severe exploi¬ 
tation”, the tribal is set apart from caste 
groups because he “want[s] to be self-suf¬ 
ficient in cultural life” and is “rarely socially 
degraded”, whilst the lower castes do not 
have “that desire for ‘self-sufficiency’”, and 
are set apart because they have been “socially 
rejected by the majority communities”, 
although they have “no desire to be different 
from them” (Fuchs 1982:24-25]. When J 
apply Fuch’s criteria to the Vasava com¬ 
munity in Mapali, they appear to fall between 
the two categories. Although they do have 
a relatively self-sufficient and simple eco¬ 
nomy (which is valued highly and is an 
important criterion of self-identity), in many 
aspects of iheir life (especially religious and 
social), they have no conscious desire to be 
different from the dominant culture. 

The tribe-casie debate (fuzziness of 
margins) is relevant to my paper, but more 
at the level of popular discourse than in its 
theoretical analysis. Today most social 
scientists would disagree with Fuch’s strict 
dichotomy. Tribes vary greatly in terms of 
their lifestyles as do different caste groups. 
The tribe-caste distinction collapses in any 
theoretical analysis, except perhaps in the 
case of communities at extreme ends of the 
spectrum. The popular images associated 
with the ‘primitive’ and the 'developed’ as 
described at the start of this section do not 
represent any group accurately. However, 
these terms continue to be used in popular 
(and judicial) discourse. 1 am arguing that 
the fact that these notions exist in the minds 
of people and regulate relations between 
groups makes them important in any study 
on identity. 

Concerning the resettlement of the 
Vasavas, to less isolated plains villages, the 
popular images of the ‘other*, whether 
articulated by the tribe-caste or adi vasi-non- 
adivasi dichotomy, become important. 
However, the dungri-deshi rhetoric presents 
the situation more comprehensively since it 
is articulated in terms used by the people 
themselves to represent themselves as well 
as the 'other*. In the Vasava case, it is the 
geographical environment that distinguishes 
communities like ihe Vasavas from caste 
groups in the plains amongst whom they are 
being resettled. Thus the Vasava is a dungri 
or hill person and this determines his way 
of life: material and non-material culture. 
Vasava dungri identity is articulated in 
opposition to deshi identity which is deter¬ 
mined by geographical location in terms of 
easy acces's to material goods and less 
isolation from urban India. 

However, even at the popular level the 
terms adivasi and dungri are not totally 
interchangeable. People are aware that 
adivasi is a label applied to certain groups 
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specified in a list of “Scheduled Tribes" 
which entitles them to certain benefits. Not, 1 
all of those falling into this category: 
necessarily live in the hills, nor are they ^ 
at a low level of technology, illiterate or 
leading isolated, lives. This is evident from 
the number of high level government officer*, 
doctors and lawyers who are legally still 
“Scheduled Tribes”. Thus with very few 
exceptions it would not be wrong to 
generalise that by and large, all dungris ate 
viewed as adivasis, but all adivasis are not 
necessarily viewed as dungris. The teiTO 
dungri is used in this paper (when used by 
deshis), with all its associated implications 
of isolation and ‘backwardness’ because a 
neutral or legal use of the word does not 
exist. I prefer the use of the term dungri over 
adivasi. as the former is always used with 
these images in mind, and hence is lesft 
ambiguous than the term adivasi, which can 
theoretically be argued to have a ‘value free* 
legal use and which denies its popular, value 
laden usage. 

The term deshi, as mentioned at the start 
of this section is used to express images that 
contrast with (he typical dungri. It must be 
emphasised that the popular images of these 
two terms are not self-imposed. That is, it 
is largely the deshis who use the term dungri 
to refer to the hill tribes and construct the 
images associated with it. Similarly, it is the 
dungris who use the term deshi and desh, 
and generalise around it, to differentiate 
themselves from plains communities. These 
terms are therefore generally used to 
generalise about 'the other’ . 3 It follows, that 
the popular image of desh in the context 
within which I use it in my paper, is takes 
largely from the Vasava perspective. 
Although the Vasavas in Mapali recognise 
different groups living in the desh, all of 
these have certain general deshi traits which 
in the Vasava’s view, distinguishes these 
communities from hill tribes like themselves. 
Thus within the context in which the Vasavas 
use the term deshi, a homogeneity is implied, 

The plains (deshi) villages around Mapali 
have caste Hindus as well as Muslims of the 
Bohra sect, popularly known as Miyas. 
Although the Vasavas recognise these dif¬ 
ferent groups amongst the deshis, and refei 
to them by their individual names, they do 
not group them into the larger categories oi 
Hindu vs Muslim, or caste vs adivasi. Thus 
a Miya is as much an outsider (i e, a deshi) 
to the Vasava, as is a caste Hindu patel, and 
from the Vasava’s viewpoint there is more 
binding these plains communities with one 
another in terms of lifestyle, than dividing 
them in terms of religion as we understand 
it. The only larger category they do refer to 
is that of deshi, encompassing all these 
different groups. Although Muslims are 
included in this category, these communities 
are a minority both around Mapali, and in 
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tfta new sites Therefore it is largely with 
Hindu communities that the Vasavas interact, 
vtOdWho determine the Vasava generalisation 
*j0f a deshi Thus my use of the term deshi 
refers to these general characteristics con- 
.ftructed by the dungns These are based on 
common traits of Hindu and Hinduised 
communities who distinguish their lifestyle 
from that ot hill communities such as the 
Vasavas 

There emerges an implicit debate regarding 
the validity ot referring to the dungns as 
Hindus My descnption and analysis of 
Vasava religious beliefs reveals that the 
community cannot be said to adhere or 
participate in deshi Hinduism, even at the 
level of popular discourse Most Vasavas in 
Mapali were not even familiar with the word 
‘Hindu’ However, the plains people consider 
the Vasavas lower than them due to their 
pot following what, in their opinion, are 
essential behaviour patterns ot Hinduism (or 
any other recognisable religion) At the same 
tune, they never claim that the dungns are 
not essentially Hindus As one of them put 
It, “they arc Hindus, but some of them don’t 
know that They have to leam how to behave 
properly, but the poor things are too isolated 
in the hills to pick up the correct behaviour 
from us” Thus at the level of common 
parlance, Vasavas, and most other adivasi/ 
dungn groups are included by the common 
man as Hindus, 4 or more accurately as 
‘potential Hindus’, who need to be purified 
[Padet 1992 2], in effect simply a more 
sophisticated concept than Ghurye’s (1963) 
much criticised 'Backward Hindus' Ongoing 
contact between adivasis/dungns and deshi 
Hindus is an important factor which enables 
their relatively smooth entry into Hinduism 

For dungn communities like the Vasavas, 
contact (however infrequent) with deshi 
neighbours has a strong influence on their 
sense ol self-identity The way Vasavas are 
perceived anddesenbed by surrounding deshi 
populations affects the community’s sense 
of itself At the level of informal interaction 
between these two groups, this divide 
between dungn and deshi is explicitly stated 
and regulates their behaviour Thus although 
(he division between tnbe and caste is 
theoretically ambiguous a practical study of 
Vasavas in transition must acknowledge the 
existence of this divide which influences 
daily behaviour as well as deeper issues ol 
Vasava identity 

Changing Patitrns of Identity 

On resettling, the Vasavas will remain a 
scheduled tnbe, thus their legal status is not 
hkely to be questioned However, reset¬ 
tlement m the desh will result in a new 
lifestyle The community is apprehensive 
about the demands this new life will make 
on their production and consumption patterns 


[see Hakim 1 but seldom expmssesahy 

fesrofbeing ‘socially discrimmated’ against 
bythedeshis In fact, they kept emphasising 
that the move would expose them to the 
ways of the desh, and some joked with me 
that 1 would no longer recognise them in 
their new sites when I returned at a later date 
It is worth stating, that this would actually 
be regarded as a sign of ‘successful* reset¬ 
tlement and ‘development’ by many deshis 
and government field officers who frequent¬ 
ly referred to their (Vasavas’) life in the hills 
as “backward and degrading” There emerges 
an interesting question regarding Vasava 
identity U resettlement results in them no 
longer being recognisable as the dungn 
Vasavas from Mapali, is that necessanly a 
sign that the community has lost its identity 
and therefore its pndc 7 I would argue that 
such a conclusion would be too hasty and 
fails to examine the complexity of issues that 
influence the identity of a community To 
the deshi, Vasava identity is largely asso¬ 
ciated with clothes and food But to a Vasava, 
the issue of his identity goes deeper than 
that It cannot be denied that the resettlement 
process will have deep repercussions on the 
Vasavas identity But I will argue below 
that these repercussions could lead to i 
restructuring ol identity, without necessanly 
resulting in a breakdown of the community 
or the other extreme negative repercussions 
that are implied by the often used term 
‘cultural genocide’ 

The issue of identity, besides being 
discussed from the perspective of ‘theother*, 
should also be approached from another 
angle the view point ot the community itsel f 
regarding its own identity As mentioned 
above, the popular image of dungn which 
is clearly a derogatory one represents the 
deshi view point The dungn Vasavas 
however, continue to desenbe themselves as 
dungns Vasavas use the term dungri (of the 
hills) to emphasise their closeness with the 
hills For them, hill life does not imply 
images of isolation and backwardness s 
Dungn Vasavas articulate their preference 
for life in the hills as compared to the plains, 
in terms of what they see as the advantages 
of hill life Similarly, deshis stress the 
differences between different groups m the 
plains and resent the homogeneity implied 
by dungn use of the term deshi 

Vasava self-identity is articulated in terms 
of their economic self-sufficiency in 
production and consumption The com¬ 
munity is very proud of their economic 
independence and often use this to articulate 
their difference from other groups “The 
reason we think of the Guvars as lower than 
us is not because they are cattle herders and 
not agncultunsts by profession, but because 
they are dependent on others for their 
livelihood *’ Vasavas repeatedly emphasise 
that their land due to its variety (forest, nver 


Mi agricuhu re) aft#** them to be self- 
sufficient tn the production and consumption 
of food ltisthis self-sufficiency thatenables 
them to lead a life without much need for 
cash, thereby minimising their dependence 
on others and on market forces ( 

The threat to self-sufficiency (in terms of 
those activities which directly or indirectly 
contribute towards ‘filling their stomachs’) 
has, both in the past and still today, drawn 
the community together as a unit, bringing 
into play an otherwise dormant feeling ot 
group identity Vasavas are not ‘self- 
sufficient* in the strict sense of the term 
clothes are bought tor cash (or bartered) at 
the markets However, most Vasavas have 
only one or two outfits, which they replace 
only after these have worn out Purchasing 
new clothes is rare and viewed as special 
Vasavas do not view the purchase of clothes 
as a daily necessity, and they restrict the 
application of the term ‘self-sufficiency’ 
largely to those activities of production and 
consumption that directly or indirectly con¬ 
tribute towards ‘filling their stomachs’ From 
their viewpoint this is what is essential to 
survive and what they spend most of their 
time ensuring, and to this extent they see 
themselves as self-sufficient 

The dungn-deshi divide makes clear that 
the criteria used by the deshi population to 
construct dungn identity is different from 
that used by the dungns when talking about 
their self-identity Economic security and 
self-sufficiency in production and con¬ 
sumption (of food and essentials) form the 
core of the distinct dungri Vasava identity 
Cntena such as dress ntual symbolism and 
so forth issues that are important symbols 
of identity to the deshi, are not of great 
concern to the Vasa vas The deshi articulates 
his supenonty and thus his distinctiveness 
from the dungn Vasava in terms of his food, 
dress and religion The deshis perceive the 
dungns to be infenor because the latter 
consume meat, alcohol and coarse grains 
devoid of oil and spices, do not wear pants, 
dhotis or full sans and worship stones It 
follows that deshi self-identity is also 
constructed along lines ot consumption and 
religion Deshi identity as constructed by the 
dungn is based on a mix of the above That 
the deshi is net self-sufficient in his pro¬ 
duction and consumption, as well as that he 
is Hindu by religion, eats a ncher and more 
vaned diet and is familiar with bureaucracy 
are all equally important cntena of the dungn 
understanding of deshi Thus, while Vasava 
self-identity is articulatedlargely ineconomic 
terms (self-sufficiency m production and 
consumption), deshi self-identity is con- 
stnicted along lines of consumption and 
religion 

The geographical environment that they 
farm in restnets the hill communities firom 
changing their agneuiture to incorporate 
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crops grown in the plains Although the 
Vasavas do occasionally buy nee and small 
amounts of oil, sugar, jaggery and spices, 
their access to cash is limited and they prefer 
to spend it on jewellery and clothes Thus, 
it would not be wrong to conclude that for 
the most part Vasavas consume what they 
cultivate along with what they forage from 
the surrounding forest Edibles bought for 
cash are a negligible component of their 
consumption, and this ensures their sub¬ 
sistence through the maintenance of self- 
sufficiency 

However nothing restricts the adoption 
of social and religious symbols from the 
plains Vasava men who frequent market 
towns and children attending the ‘ashram 
shala’ (government run free residential 
school) in the village of Zena (a days travel 
by foot and bus from Mapali), are important 
agents of change and carry back to the hills, 
clothes, the state language of Gujarati, 
pictures of Hindu gods and some of the 
values and norms observed in the plains In 
their relations with the outside world the 
Vasavas are very open sometimes even 
eager, 10 adopt aspects of religious and social 
behaviour from the dcshis (in this case, the 
host communities in the new sites) Yet they 
are very apprehensive about adjusting their 
economic behaviour to the demands of the 
new land Since Vasava self-identity is 
defined largely in terms of production and 
consumption behaviour the proposed 
i ncrcased dependent e on the market i s viewed 
with great apprehension Changes in the 
social and religious spheres, as arc currently 
taking place are not perceived by the 
community as a direct threat to theirexistence 
and identity 

It is this differing criteria that enables us 
to understand an aspect of dungn-deshi 
relations that puzzled me for a long time 
during fieldwork Although the deshi* s 
disrespect and contempt for the dungn’s 
way of life is clearly evident in his behaviour, 
the Vasavas do not appear to hold any 
antagonism towards the deshis 7 In fact, the 
community appears almost eager to emulate 
certain aspects of desht life such as dress 
The resettlement e penence, however, has 
shown that while th dungns are quite open 
to adopung certain d^shi habits, they are not 
keen on becoming deshi at the cost of their 
own identity Many of them told me that 
even if the resettlement programme was 
being implemented flawlessly (and in fact 
some of them have got an excellent deal m 
land acreage in the new sites), they would 
still have preferred to stay on in Mapali, had 
that been an option Of course the fear of 
taking on an unfamiliar life in the new sites 
has a role to play in such a decision But 
it goes beyond that Most of the Vasavas' 
apprehensions are related to the fear of 
loosing their self-sufficiency in produetion 


and consumption, which to them represents 
the core of their identity The move to the 
plains involves a change in production and 
hence consumption patterns The community 
is apprehensive about resettlement which 
involves the adoption of the deshi mode of 
market dependent production and con¬ 
sumption Then, it no longer appears incon¬ 
sistent, that while they are very open, even 
eager, to adopt many aspects of religious and 
social behaviour (such as ntes and dress) 
from the deshis (in this case the host 
communities in the new sites), they are very 
apprehensive about adjusting their behaviour 
in terms of production and consumption to 
the demands of the new land Thus the 
Vasavas, like the Muna Gonds are attracted 
to items like cloth, finery and jewellery 
associated with groups other than their own, 
but who are considered to be higher on the 
social scale However, when incorporating 
these goods for internal consumption, unlike 
the Muna, the Vasavas do no impose “their 
own set of social evaluations on them, which 
are quite distinct from the ones operative 
among the groups for whom these goods 
originated” Vasavas do accept the matenal 
symbols of wealth displayed by richer deshis 
because unlike in the Muna case, it does 
not negate the essence of Vasava identity 
It is this difference in catena that allows 
forthe Hinduised or sudhrelo Vasava, without 
the simultaneous disintegration of Vasava 
social structure A sudhrelo Vasava is often 
viewed by the deshi population as having 
lost his distinctiveness, as he can no longer 
be physically identified as being dungn 
Over the years the Vasavas have incor¬ 
porated aspects of popular Hinduism, such 
as the recent use of limes, oil lamps and 
incense sticks in some ntuals, the exhibiting 
of pictures of Hindu gods and goddesses 
salvaged from a wrapping paper on house 
walls, and the use of nee in the vnamage 
‘poonja’ Vasavas and deshis would agree 
that Vasavas in Mapali are today more 
sudhrelo in their ways than they were 15 
years ago However, the community them¬ 
selves does not view this as a destruction 
of their identity, nor do they consider them¬ 
selves any less dungn than they were 50 
years ago Vasavas use the term dungn in 
its literal sense, te, ‘of the mountains* 
Although they are aware of the negative 
connotations associated with the word, they 
continue to desenbe themselves as dungn 
In fact, being ‘mountain people' is something 
*hat they claim with pnde 
The move from the hills to the plains is 
an important factor in restructunng Vasava 
identity, which is closely linked to the hills 
They are dungn (of the lulls), as against the 
plains residential deshis. The plains com¬ 
munities claim that they have ‘progressed' 
to acquire a higher culture* Some plains 
communities acknowledge that their ance¬ 


stors came from the hills, but many deny 
such a link, for admitting it would lower 
their social position History has shown that 
when hill communities come to the plains* 
the culture of the latter has been the more 
dominating one The concept of a commu¬ 
nity living in the plains while maintaining 
cultural traits associated with hill people Is 
impossible to find, both in reality as well 
as in the minds of the deshis Deshis believe 1 
that their way of life is definitely the mom 
advanced one and hence it is the dungris who 
should and will adapt to it The dungns on 
their part do not consider the issue as ‘giving 1 
up their culture for that of the deshis* They 
acknowledge the differences, but have never 
viewed these differences as resulting in a 
clash and the subsequent victory of one 
culture over another They accept that their 
ways change over time, and their greatest 
influence is the deshi, from whom certain 
traits may be adopted and incorporated 
into their own culture Dungn Vasava cutout 
as a whole is seen to retain its distinctive 
identity, through the maintenance of certain 
cultural traits such as the system of bnde 
pnee The history oi most other groups show 
this to be unlikely The extent to which the 
community does maintain their current 
practices in the new land has to be observed 
in time 

The Vasavas voice many concerns with 
regard to resettlement and rehabilitation 
(R and R), but they do not conceive of the 
move to the new land as resulting in the 
death' of their people (genocide), rhetonc 
that is found in much of the NGO literature 
especially with regard to the Amazonian 
tnbes This somewhat optimistic attitude is 
shared by many, especially the elders, but 
for most it stems from the lack of having 
given the issue much thought, rather than 
from a genuine commitment to keeping their 
current way of life alive Most Vasavas have 
simply not thought, and often don't want to 
think of the implications that constant 
exposure to a deshi way of life will have 
on their own culture The reason is simply 
that the community does not regard their 
current way of life as a ‘static* one that 
represents a ‘traditional' lifestyle, that 
resettlement will change and therefore 
‘destroy’ This negative connotation to a 
change which views the adoption of deshi 
ways as an oppression is often expressed by 
environmentalists and tnbal nghts groups, 
but is rarely expressed by the Vasavas 
themselves In many situauons (and nowhere ! 
is this more evident than in the adoption of < 
dress and ntual), the adoption of the deshi 
habits are voluntanly taken on by a few 
Vasavas, and with time it becomes the 
majonty trend 

I mentioned at the start of this paper, that 
the community in Mapali has recently started 
referring to themselves as Vasavas, and 
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seldom Identify themselves as Dungii Bhils. 
This change has been influenced by deshi 
attitudes. Heredia and Srivastava (1994) 
observe a similar situation with the Katkaris 
of Maharashtra. They write “. .it was difficult 
to ignore a certain self-deprecation which 
accompanied their discussions. The very act 
of accepting the negative associations with 
? the term Kathkari, leading to a desire for a 
j change of name, shows the success of the 
< dominant groups in influencing the Katkaris 
> in a way that suits their interests. The 
u consequent distancing which the Katkaris 
then desire from the label also signifies a 
t distancing from their own past...which 
t becomes associated with symbols which are 
seen as primitive and to be ashamed of 

* (Heredia and Srivastava 1994:113]. 

But the Vasava situation differs from that 
of many tribes in India such as the Kathkaris 
in a fundamental way. Many tribes have, 
after increased contact with non-tribals, 
f developed a sense of inferiority and shame 
' about their past, spurring on a desire to 
f change and adopt the ways of the superior 
' dominant groups. Although the Vasavas in 
Mapali do accept deshi knowledge as superior 
. in many ways which they try and imitate, 
unlike the Katkaris, the desire to imitate 
stems from a desire not to stand out and be 
ridiculed in the desh rather than from a 
4 rejection based on shame of their own culture 
and past history. In fact, forreasons discussed 
below, the Vasavas are proud of being 
mountain people, a term which to them has 
very positive connotations. After resettlement 
the Vasavas are likely to face a situation that 

* has greater resemblance to that of the 
Katkaris, in that they will be part of a mixed 
community, living in the desh and having 
constant contact with dominant deshi groups. 
Whether their current optimism about being 
dungris fades like it has with the Kathkaris, 
leaving behind a denial (originating from 
embarrassment) for their past appears 
unlikely but not impossible. 

Thedeshi'sdisdain for many Vasava habits 
is viewed by the Vasavas as ‘something they 
should learn*, rather than 'something they 
are being forced to imbibe*. It is significant, 
that in the numerous encounters between 
deshis and Vasavas that 1 experienced, it was 
extremely rare to find a Vasava openly 
resisting the deshis attempt to try and 
‘civilise' him. An example would make this 
clearer. During a tn p to the town of Rajpipla 
with four villagers from Mapali, we decided 
to treat ourselves to some sugarcane juice. 
The Vasavas, who largely dnnk from dohv is 
or dried gourds which have a hole carved 
at the pointed end, are in the habit of pouring 
the liquid (from a gourd or glass), into their 
cupped palm which is placed at their mouth, 
and thus dnnk from their palm. The deshis, 
however, pour the liquid directly from the 
glass (they do not use gourds) into their open 


mouth, without the glass touching their lips. 
When the Vasavas proceeded to drink the 
cane juice from their palms, the deshi vendor 
was extremely scornful and told me, “You 
must be crazy to live there, high up in the 
mountains with them. But at least you could 
teach them to wear proper clothes and behave 
in a 'civilised* manner. Even in towns they 
stick to their dungri ways’*. 1 was surprised, 
to realise that they did not feel much 
resentment or anger towards the vendor. 
One of them said, “But he was right. In the 
desh one doesn’t drink from a cupped palm. 
Our people have much to learn about the 
desh.” 

Several similar incidents began to erode 
what had at the start of my research been 
an almost wishful notion that the Vasavas 
see themselves as opposed to plains caste 
society and therefore resist what many view 
as the negative aspects of caste (such as its 
hierarchical structure) and of the 'corn- 
modification of life’ in rural India (such as 
the desire for material goods and urban 
fashions). 1 soon realised that this antagonistic 
relation, especially between the Vasavas and 
neighbouring tribal and caste groups such 
as the Tadvis at the old site, and the patels 
at the new sites has not developed into an 
explicit resistance (by the Vasavas), of the 
other group’s influence. Initially, this duality 
disturbed me. To a large extent it is probably 
a consequence of the fact that Vasavas know 
that it is unlikely that they can resist change. 
But surely, that would not totally explain the 
subconscious acceptance of the deshi which 
is known to exploit the Vasavas. 

This mix can be better understood by 
keeping three issues in mind. Firstly, the 
relative isolation and economic independence 
of the community, secondly, that the V asavas 
adopt only some aspects of deshi culture and 
accept their superiority only in some areas, 
and thirdly that whilst the community' s overt 
antagonist relationship is with government 
servants, such as forest guards and land 
revenue officers, it is the deshi fanners, that 
the community is exposed to in markets and 
in the new sites, who are their role model 
for the observed areas of social and religious 
change. These issues are elaborated below. 
Firstly, the geographical isolation of hill 
villages such as Mapali, along with other 
factors, has necessitated the development of 
a relatively self-sufficient community, who 
although do trade on the market for certain 
goods, are not dependent on the plains 
populations for any essential commodities. 
On the political front too, the isolation and 
lack of communication in these hills has 
avoided a situation of dependence on the 
forest guards and rent collectors: a situation 
that is very common with less isolated tribes 
in India. As already mentioned, government 
officials rarely bothered to trek into the 
jungle to extort money from a population 


they considered already extremely im¬ 
poverished.* This situation of relative 
economic and political independence from 
the desh has developed a feeling of security 
in the community, such that they do not 
regard adoption of deshi practices as a sign 
of oppression. Because they do not view the 
deshi as having any significant control over 
what they consider the crucial aspects of 
their community, namely their economic 
self-sufficiency, they feel it is largely their 
choice as to what aspects of deshi life to 
adopt, rather than being forced to adopt it. 
The deshi’s disdain is felt by the Vasava 
during his trips to town, but these exposures 
are brief enough not to be overbearing, and 
allow him the freedom to adapt to deshi ways 
at his own pace. For the most part he lives 
in the hills, surrounded by his own society, 
without the constant presence of the deshi 
to whom he must give in. 

The second issue is one of choice and ties 
m with the previous point. The gradual 
integration of the V asavas into deshi Gujarati 
society has till recently been viewed by the 
community as being largely one of choice. 
Since these changes have occurred slowly, 
and for the large part been initiated by 
younger members of the community them¬ 
selves, they are not interpreted as a forced 
change. Moreover, it is the individuals 
themselves who have chosen which aspects 
of deshi culture to take on, when to do so, 
and the extent to which it should be adapted 
to their lifestyle. This is apparent in the non- 
uniform adoption of deshi life. Women 
adopted the deshi dress about four years ago, 
and some religious symbolism such as the 
use of incense sticks have been introduced 
only recently. Other aspects, such as the use 
of coconuts in certain poonjas and mantas 
has existed for many decades. Exposure to 
literacy in Gujarati in the 1980s through the 
presence of Father Matthew and his plains 
Vasava field workers in Mapali, v prompted 
a desire in the community to change their 
name from Dungri Bhil to Vasava. and 
sometimes even Hindi Vasava, and to drop 
the dungri picfix to their name, which they 
realised the deshis looked down upon. This 
slow but more or less continuous and 
regulated acceptance of deshi ways has 
allowed dungri communities to assimilate 
these customs into their existing culture such 
that with time, they sometimes deny that 
these practices originally came to them from 
the plains. Of course, deshi influence has not 
always been controlled by the Vasavas. 
External factors such as the opening of roads, 
the influx of labourers (as part of the af¬ 
forestation programme of the SSP), the 
presence of Father Matthew in the 1980s, 
the community's proposed resettlement, 
meetings with government officers, the host 
communities in the new sites, and even my 
long stay in Mapali have been instrumental 
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in determining changes that will be mote 
attractive to the Vasavas. 

The third issue focuses on the Vasavas’ 
relation with the deshi. Vasavas use the term 
deshi indiscriminately, to refer to com¬ 
munities living beyond the mountains, i e, 
communities that have a greater exposure 
to modernisation. This applies equally to an 
individual from Mumbai as it does to a 
farmer living in the host village. However, 
as stated earlier, it is important to note that 
whilst it is largely government servants such 
as forest guards and land revenue officers 
who attempt to exploit the Vasavas in the 
hills, it is the deshi farmers (that the 
community is exposed to in markets) who 
have traditionally been their role model for 
social and religious change. As one young 
Vasava told me, “We do not think of our 
relationship with the deshis as an antagoni stic 
one, although we do resist economic 
exploitation by forest officers and the sarkar. 
But the farmers in the lower towns live a 
similar life. Yes, they have more cash and 
therefore more luxuries. Those aspects of 
their life arc attractive to us. When we go 
to Rajpipla town, and Surpan *me)a* (fair), 
we sec pictures of deshi gods that the deshis 
Have in their homes. We buy them even 
though most of our people have no idea of 
the name or function of these gods”. This 
shows that although the Vasavas tend to 
refer to the deshis as a homogeneous group, 
they do make an implicit distinction between 
those deshis that represent the k sarkar’, and 
those that do not. The latter are viewed by 
the community rather sympathetically. They 
often say, “the deshi villagers are at the 
mercy of the government to a greater extent 
than us. They often try and take advantage 
of us. but then they have to survive too.” 
The sarkar is however viewed as a group 
of people who are literate, knowledgeable 
in the ways of the world such as law, 
monetarily well off, and who have all their 
expenses taken care of by the sarkar’s fund 
which many think of as bottomless. Vasavas 
have a stronger rapport and more frequent 
contact with the deshi agricultural popu¬ 
lations than with government officers. Hence 
it is the former, rather than the latter who 
have become their role model. Vasavas do 
not perceive the deshi agriculturist as having 
any significant power over their lives. The 
latter’s domination is not viewed as an 
imposition but rather as a learning experience 
of the ways of the world, which the Vasavas 
will soon become an integral part of. 

Thus it is evident that the community does 
not think of its own religious practices as 
essentially different or antagonistic to that 
of the deshis. At the same time, they do not 
refer to themselves as Hindus, and while 
they do not repudiate Hinduism, they affirm 
their separateness [Morse 1992:69]. Over 
the years, the Vasavas have been able to 


imbibe aspects of deshi religion without 
perceiving it as a threat to their own religion. 
This is because the change has been slow 
and largely voluntary, like the Meo who 
refuse “to surrender their ethnic identity to 
their religious identity” [Sharma 1980:163]. 
Influences in the new land will be of a 
different kind, thus disrupting what until 
now has been a relatively smooth integra¬ 
tion of cultures. It is likely that Vasava 
identity will no longer be constructed along 
lines of self-sufficiency in production and 
consumption, but will be reconstructed 
around consumption and religion. Religion 
will have an important role to play, as it 
forms an important component of deshi 
identity. Deshis perceive their own identity 
as Hindus, and therefore their acceptance of 
the Vasavas is strongly dependent on the 
lattei's adoption of the popular Hinduism 
of the plains. 

Cultural exchange between the two groups 
has recently increased since the Vasavas 
tend to visit towns much more, often to deal 
with matters regarding their proposed reset¬ 
tlement. The hill Vasavas maintain a separate 
identity, and state their preference for their 
way of life in the hills, even as they are 
increasingly adopting some of the values 
and material culture of the plains. With 
resettlement, contact with deshis in the new 
sites are of a greater intensity, as well as of 
a different nature from what they have 
experienced now, in their short visits to the 
markets and new sites. More than the physical 
move, it is the new social environment that 
proves a stronger influence on changing the 
existing religious and social practices 
Changes caused by social pressure are more 
likely to restructure the core of Vasava social 
behaviour than just the physical move that 
they envisage What was till now temporary, 
short contact with the deshis will after 
resettlement, become permanent long term 
contact. The Vasavas will no longer be able 
to retreat into his familiar world of the hills, 
where he is his own master, and to con¬ 
template on his experience with the deshi, 
and then choose (albeit often unconsciousl y), 
what aspects of deshi life to imbibe, and 
what to reject. Following resettlement to the 
new sites, the deshis' presence will be 
constantly felt. The Vasavas (atleast initially) 
will be living in an unfamiliar environment, 
where the deshis are accepted as more 
knowledgeable both in the ways of the land 
and in terms of social behaviour. Acceptance 
into the host community is a high priority. 
Acceptance into deshi life where there is a 
strong emphasis on “correct religious and 
social behaviour” is achieved at the high 
premium of ’giving up’ dungri ways which 
frowned upon by the deshi. This is especially 
so because many of the so-called criteria of 
measuring 'development* at a popular level 
are shrouded within a religious context. 


Some thought has to be given to the uni 
of identity one is referring to. Under wha 
circumstances does individual identity 
assume importance and when does grouj 
identity take preference? Does Vasavi 
identity change when in the hills and whei 
m the desh? I would argue that this is not 
so, but may appear so because the unit oi 
identity emphasised differs when relating tc 
other Vasavas (as in the hills) and whei 
relating to the deshi (as in the plains). In the 
hills, Vasavas largely encounter their owe 
people, contact with the occasional deshi 
such as a forest officer being rare and brief 
Here, identity of an individual Vasava it 
relation to another Vasava is constructec 
along lines of clan membership and territoria 
affiliation with a hamlet. However Vasavi 
identity in the desh or during an encountei 
with a deshi is constructed along mow 
collective lines: it i s the community of dungri 
Vasavas whose identity centres around self- 
sufficiency in production and consumptior 
that is emphasised. This is because Vasavi 
identity in the desh is constructed ii 
opposition to deshi identity. In towns the 
Vasava is simply referred to as a dungri, hif 
indi viduality acknowledged only to the extenl 
that he belongs to the larger group of dungri! 
and is therefore assumed to have all th< 
dungri traits as described above. Indi vidua 
Vasava identity in terms of clan and hamle 
arc of little significance to the deshi outside 
who is unfamiliar with Vasava kinshif 
systems and territory. Vasavas too construe 
a collective deshi identity. Difference! 
between deshi become irrelevant, and a! 
deshis are lumped as having certain desh 
characteristics. Thus dungri identity is 
constructed to a large extent by the desh 
and vice versa. '"Therefore it is the collective 
or group that is emphasised and homo 
genised. Dungri-deshi identity is constructec 
in opposition to each other and understooc 
in terms of the collective rather than the 
individual. 

Resettlement is beginning to havi 
interesting repercussions on the unit o 
identity. With regard to the individual, the 
Vasava*s identification with the village a 
a unit has increased since the village ha 
become an object of bureaucratic clas 
sification. Resettlement is therefore causing 
a differentiation between those resettled aiu 
those left behind in the hills. If, as suggest^ 
above, resettled Vasavas begin to u& 
consumption and religion as a basis for thei 
identity instead of self-sufficiency in pro 
duction and consumption (as used by hil 
Vasavas), this will affect inter-Vasav| 
relations at both the individual and collectiv 
level. At the individual level, Vasavas wh< 
were using clan and territorial affiliation a 
a basis tor identity with their kin in the hilts 
are likely after resettlement 10 use con 
sumption patterns (and in lime religion too 
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|articulaietheiridentity against the Vasavas 
ipho still live in the hills. Clan (and less so 
Ih&ttftory), will continue to be important as 
llcmg as clan exogamy regulates sexual 
Relations, but its importance as an indicator 
jpf identity between these two groups of 
^Vasavas is likely to decrease. Relations with 
Pthe deshi will also change. Whereas before 
presettlement, consumption and religion were 
liiinportant markers differentiating dungri 
\ ;Vasavas from deshis. in time resettled 
l ^Vasavas will adopt deshi ways of con- 
| gumption and religion (although the latter 
| 'ttt a mote superficial level), and this will no 
' ^longer differentiate the Vasava from his 
fdeshi neighbours. Thus relations between 
^mettled Vasavas and deshis will decrea- 
^aingly be articulated in terms of the collective. 
^Individual indicators of territory [such as 
j \ village], dialect, house structure and literacy 
^wili now become important markers of social 
^differentiation. 

j The adoption of deshi ways upon reset- 
|tlement is bound to restructure the criteria 
^defining Vasava self-identity. At this stage, 
i: one can only lay out the indicators of change 
^that are evident from the study. Further 
| research in the new sites is needed to follow 
®wp these issues, before any assessment of 
the R and R policy as a whole can be done. 
There are three possibleoutcomes. First, that 
Vasava identity will continue along lines of 
economic self-sufficiency in production and 
consumption as before: an outcome that 
appears unfeasible due to the cultivation of 
cash crops, the loss of access to forest produce 
and the introduction of bought foods in the 
new sites. Second, that Vasava identity will 
continue to be constructed along lines of 
production and consumption but the com¬ 
munity will loose its self-sufficiency. That 
is, what one produces and consumes will 
continue to function as the yardstick of dif¬ 
ferentiation of the community from the host 
population and other deshis. This too appears 
unlikely since Vasava production and there¬ 
fore consumption patterns will become 
market-oriented like that of the host popu¬ 
lation. A different mode of production and 
^consumption will no longer serve to dif- 
Ibmndate the Vasavas from the deshis as it 
4id when they were in the hills. It therefore 
appears that the Vasavas will no longer 
identify themselves along lines of production 
mi consumption. A third option appears the 
most likely: that in time, resettled Vasavas 
will begin to define themselves along the 
4 iame criteria as the deshis, i e, along lines 
of consumption and religion. It has been 
aeeti that Vasavas are fast picking up deshi 
Seating habits and are buying things, from 
shops in the new site, that were previously 
junaffoidable or inaccessible. It is in this area 
mf religion and consumption that the Vasavas 
sldll have to change in order to be accepted 
•in the desh. It is my belief that changes in 


consumption in terms of food, dress and 
material culture will occur quickly. However 
changes in religion will largely remain at the 
superficial level of rites and rituals. The 
incorporation of deshi Hindu philosophy 
will be a much slower process. 

Consumption has already become an 
indicator of the difference between less 
isolated Vasavas living in mixed villages 
who are more aware of the ways of the desh, 
and Vasavas from more interior villages like 
Mapali. Hence it is likely that consumption 
will become an important means of dis¬ 
tinguishing resettled Vasavas (who in time 
will adopt a deshi lifestyle) from their kin 
who remain in the hills. This relation bet¬ 
ween the resettled Vasavas and those left in 
the hills will be interesting to follow up. At 
one level it appears likely that their relation 
may somewhat follow along the lines of the 
dungri-deshi divide. However, the fact that 
they are all Vasavas is a very important 
factor binding them together. In the Katkari 
case, Heredia and Srivastava established a 
correspondence “between a negative ethnic 
identity and a marginalised social status...[as] 
essential for any interventionist strategy 
seeking to empower the people to break out 
of the poverty trap'* [Heredia and Srivastava 
1994:144]. Thus with increased integration 
into deshi life the Katkaris are experiencing 
“a declining sense of group identity...they 
want to be identified more by their economic 
class status and not only by their tribal 
community’* [Heredia and Srivastava 
1994:143]. This process has led to a loss of 
dignity within the community. Just how 
important Vasava collective identity remains 
after resettlement will have to be seen. 

Thus it may be stated that resettlement 
will restructure various aspects of Vasava 
identity: theirself-identity, their identity with 
the deshis as well as with fellow Vasavas 
who are not being resettled and remain in 
the hills. 

Conclusion 

British administrators and anthropologists 
distinguished between Indian caste villages 
and isolated communities whom they refer¬ 
red to as ’tribes’. With independence and 
the growth of Indian academia, the notion 
of tribe came to be disliked because of its 
connotations of the ’isolated savage 1 . 
Emphasis was laid on the tribe-caste con¬ 
tinuum, the similarities between groups 
emphasised rather than their differences. 
Indian anthropology no longer views itself 
as the study of ’tribal India’ but joins its 
sociologist colleagues in studying the 
complex caste-based institutions of rural 
and urban India. However, 1 believe that at 
a practical level, in the minds of rural, tribal 
and even urban Indians, the distinction does 
still hold; regardless of whether it is arti¬ 


culated with reference to the tribe-caste or 
dungri-deshi divide. This fact makes it 
necessary to take a fresh look at the ongoing 
debate, but at a popular level, rather than 
questioning the authenticity Of these terms 
at the theoretical level. I have argued that 
the concepts of dungri-deshi are the most 
useful to encapsulate the images associated 
with this divide, thus doing away with the 
theoretical ambiguity associated with the 
much discussed notions of tribe and caste. 
The Vasava case provides an ideal setting 
in which to explore the above argument, 
since their move from the hills to the plains 
is closely interwoven with the dungri and 
deshi world views, and exhibits clearly the 
interplay of dungri and deshi identities. 

The popular images associated with the 
terms dungri and deshi arc not determined 
by the group itself, but are those images that 
the dungris and deshis have of one another. 
Thus the image of the dungri as 'isolated, 
fierce, primitive and stone worshipping’ 
people is the one used by deshis. Similarly, 
the term deshi as a homogenised image of 
the world beyond the hills, where most people 
are literate or at least knowledgeable about 
bureaucratic matters is an image conjured 
by the dungris. However, these groups also 
have concepts of their self-identity which 
differ from their identity as constructed by 
the ‘other*. The core of dungri Vasava self- 
identity is self-sufficiency in production and 
consumption (of edibles) which is enabled 
by the terrain they inhabit. Deshi self-identity 
is constructed along the lines of consumption 
and religion, i e, food, dress, language and 
religious beliefs are the grounds on which 
deshis articulate their perceived ‘superiority’ 
over the dungris. 

It is this difference in criteria: priorities 
and values that result in the ‘Hinduised’ 
Vasava. My research shows that the Vasavas 
are open to adopting aspects of deshi dress 
and religion as this is not perceived as a 
threat to their identity (as they view it). 
However, resettlement to the pi ains demands 
the restructuring of production and con¬ 
sumption patterns, which the dungri Vasavas 
view as the essence of their distinction from 
deshis. This explains why most of the com¬ 
munity's concerns regarding resettlement 
focus around economic issues. 

Following resettlement, self-sufficiency 
in production and consumption will no longer 
be feasible for the Vasavas. Production and 
consumption patterns will resemble that of 
the host population and will not be important 
in emphasising the Vasavas’ distinctiveness. 
It is my hypothesis that Vasava self-identity 
will be restructured along lines of con¬ 
sumption and religion following deshi self- 
identity. This will have deep repercussions 
on the resettled Vasavas’ relations with their 
brethren who continue to remain in the hills, 
beyond the submergence zone of the dam. 
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Notes 

1 These terms are literal translations of words 
and phrases used by plains communities 
when referring to the Vasavas. Unnithan 
(1991) observes similar images in her study 
of the ‘jungli* ( 4 of the jungle' and having 
similar connotations to dungri) Girahyas 
and the deshi Rajput upper castes of south 
Rajasthan. 

2 Thakurs and Katkaris of Maharashtra, have 
a similar relationship where the formerempha- 
sise their segregation and superiority over the 
latter by denying links with them [Heredia 
and Srivastava 1994:103-04]. 

3 Tribe-caste identities (like dungri-deshi), are 
also constructed in opposition to each other. 
Thus, "in a sense, tribe is what caste is not" 
[Unnithan 1991:27]. 

4 Many adivasi groups (especially in north¬ 
east India) have converted to Christianity 
and some like the Gujjars to Islam. However, 
I am referring to the majority of adivasis 
like the Vasavas, who have, not made an 
explicit entry or conversion into any major 
religion. 

5 It must be remembered however, that the 
Vasavas always mentioned that the two things 
they lacked in Mapali were schooling for their 
children and access to medical aid. 

6 Their relative isolation also encourages a 
system of kin labour in peak labour periods 
and for specific activities, while at other times 
family labour suffices. Hence, contract 
agricultural labour does not exist in Mapali. 

7 Here I refer to deshi farmers and labourers 
who the Vasavas normally meet in towns, 
rather than government officers with whom 
contact is short and sporadic. The Vasavas 
do resent exploitation by government and 
forest officers. 

8 It is only recently, with the construction of 
rough jeep roods for resettlement, that the 
villagers are being forced to bribe forest guards 
with money, chickens and alcohol to allow 
them to cut wood illegally for transpoitation 
to the new sites. 

9 Father Matthew Kalathil who wrote the Centre 
for Social Studies report on Mapali in 1983 
initiated an adult literacy programme in the 
village which continued for some years. This 
gave some men and women achance to leant 
the state language of Gujarati and also visit 
larger towns in the area through trips organised 
by Kalathil's mission. Kalathil's assistants 
were young men from the desh belonging to 
the Vasava community (not Dungri Bhil 
Vasava as in Mapali). These men introduced 
Mapali to the ways of the desh and Kalathil 
told me that he believes they were instrumental 
in influencing the community to take on the 
name Vasava instead of Dungri Bhil. The 
community across the river with whom 
Mapali*s inhabitants intermarry and consider 
their own kin, have always referred to them¬ 
selves as Vasavas. Lack of reliable information 
on the region has led to conjecture regarding 
this issue. 


10 In the Indian context, tribe^easle perceptions 
of the 'other* ore important criteria for a 
community's identity. Herediaand Srivastava 
(1994:98-126) studying Katkari identity, focus 
on non-Katkori perceptions of the Katkari as 
well as Katkari self-perceptions. 
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Development, Displacement and Rehabilitation 

Locating Gender 

Enakshi Ganguly Thukral 

Since displacement is a traumatic experience for everyone undergoing it, how does it affect women differently? 
If whole families are being affected , why should there be a need to focus separately on women? A review of existing 
studies on displacement and rehabilitation reveals little information on the gender dimensions of the problem. Almost 
all analyses on displacement and policies on relocation assume the household or the family to be the smallest unit 
of convergent interests where the benefits and burdens of policies are shared by all members . Yet there is evidence 
today that the burden of change is far greaterfor women and that they have even less access to the benefits of development 
than do men. 


jONE of the principal prerequisites of post- 
independence development projects has been 
land acquisition. Most of these projects 
have caused major changes in land use, 
leading to dispossession and displacement 
of a large number of people and their 
involuntary resettlement in other areas - a 
process that still continues. 

The adverse consequences of dislocation 
have been documented in Field studies by 
sociologists and anthropologists. These 
studies reveal that the projects causing 
displacement are usually justified by planners 
on the grounds that they provide benefits to 
a large number of people. However, they 
tend to ignore or overlook the short-term 
l and, often, even the long-term consequences, 
i such as loss of productive assets, dismantling 
, of social networks, destruction of ancestral 
l property, and even increased morbidity 
and mortality rates in some instances 
[Parasuraman 1988:26; Ccmea 1990:20). 

■ Thus, though it is universally accepted that 
j every human being has a right to just and 
[sustainable development, development 
> processes, as they are implemented, affect 
{ vulnerable groups in ways that extend the 
i cost way beyond the monetary value of the 
( lost property. Primary among these groups 
| are the tribals and the scheduled castes 
[ministry of home affairs 1984:178; 
Fernandes and Ganguly Thukral:4; 
Mahapatra 1994:37). 

The question that can be asked is, since 
displacement is a traumatic experience for 
anyone undergoing it, how does it affect 
women differently? If whole families are 
being affected, why should there be a need 
>10 focus separately on women? 

The already prevalent gender inequalities 
^persist, and are often accentuated, in some 
//form or the other, across the various social 
; Inequalities created by developmental 
i processes [Kabeer 1994:79). The transition 
tb modem economy has meant the exclusion 
qf an increasing number of women from 
/ active participation in the development 
J^pipcess, stagnation and increasing misery, 
greater vulnerability, and sometimes even a 


decline of opportunities and status. This is 
because women, both urban and rural, are 
precluded by law and customs from owning 
and inheriting and managing property and 
from access to credit. This is essentially a 
human rights issue. People who cannot own 
property arc forever dependent and run a 
greater risk of being excluded from their 
homes and livelihood. Therefore, a just 
development policy is one which has 
provision for women to have access to 
productive resources and to own and manage 
property. 

A review of the existing information on 
displacement and rehabilitation reveals that 
while there is a lot of data available on the over- 
all impact of this process on communities, 
and some information is available on some 
vulnerable socio-economic groups, such as 
the tribals [Scudder 1990:177; Fernandes 
and Raj 1993; Mahapatra 1993], there is 
very little available on the gender dimension 
of the problem. 

In almost all analyses on displacement 
and in the policies on relocation, it has 
been assumed that the "household’ or the 
"family’ is the smallest unit of convergent 
interests wherein the benefits and burdens 
of existing policies are shared by all its 
members. But there is growing evidence 
to the contrary that points to the fallacy 
of this assumption [Aggarwal 1988:83]. 
While there is an overall negative effect 
on the poor, women and female children 
are bound to be affected more because of 
intra-householdinequalitiesthat already exist 
in the levels of literacy, health, nutrition, etc. 
These disparities tend to get aggravated at 
times of economic stress [Sen 1981]. 
Aggarwal, therefore, emphasises that the 
challenge for altemati ve strategies cannot be 
posed adequately without taking into account 
the gender dimension. 

Involuntary resettlement, according to 
Cernea, destroys productive assets and 
disorganises production systems, and creates 
a high risk of chronic impoverishment that 
typically occurs along one or several of the 
following dimensions: landlessness, 


joblessness, homelessness, marginalisation, 
food insecurity, morbidity and social dis¬ 
articulation. To this list he adds loss of access 
to common property [Cernea 1990, 1995]. 
If we examine the position of the displaced 
women in the light of Cernea* s model of 
"impoverishment risks through 
displacement’, we find that all the sub- 
processes get aggravated in their case. Of 
course, it would be dangerous to even attempt 
to club all women into one homogeneous 
category. Their experiences, even as women, 
would be different depending on their caste, 
class and ethnicity. However, in the family 
context, as women, they suffer greater 
vulnerability, even within their own social 
groups. 

Gender Bias in Ownership Laws 

Compensation and rehabilitation is 
determined on the basis of ownership to 
land. However, ""despite international and 
national recognition of rural women’s 
contribution to food production and their 
rights to own land, attempts to incorporate 
this principle in land-development and land- 
distribution policies have remained 
marginal” [Sharma 1989:11 ]. It is therefore 
not surprising, that the Land Acquisition Act 
1894, the main law governing acquisition, 
reveals a gender bias and merely reinforces 
the existing situation of women’s lack of 
ownership of land and property. S 42 (2) of 
this act specifies that if the "person interested’ 
is not available to receive the notice for 
acquisition then it may be handed over to, 
or served on, any other adult male member 
of the family who resides with him. If no 
"adult male’ is present then the notice may 
be placed on the outer door of the house, 
or in some conspicuous place in the office 
of the collector or court house, etc. In other 
words, if the notice is served on a woman, 
it is not legal. The act does not mention what 
is to be done if the "person interested’, or 
one of the ^persons interested’ (in case of 
joint ownership), is a woman, which may 
well be the case. 
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All policies for resettlement and 
rehabilitation go by the 'ownership* of land 
or property, when working out compensation, 
and reflect similar gender bias. The Narmada 
Water Dispute Tribunal’s (NWDT) Award 
which governs rehabilitation of the people 
displaced by the Sardar Sarovar Project 
assumes a family to include "husband, wife 
and minor children and other persons 
dependent on the head of the family example, 
widowed mother" (I (3)(i), p 126). It adds 
in sub-clause 1 (3)(ii), that every major son 
will be treated as a separate family. It has 
been left to the three states concerned, to re¬ 
interpret this as they deem fit. 

To begin with, Maharashtra has clearly 
stated that daughters of none of the oustees 
shall be considered separate families. 
(Revenue and Forest Department, Resolution 
No RPN 3188/CR/30/88/R-5 dated June 29, 
1989, Clause V.) They have however 
modified it subsequently to add "major 
unmarried daughters" as project affected 
persons (PAPs) [TISS 1993: 5J. 

Though Gujarat also defines the family in 
the same way as does the Award, it has 
decided to include all women widowed after 
1980as separate family. However, the women 
widowed prior to 1980 will continue to be 
‘dependents' of the head of the family. 
Gujarat, however, categorically leaves out 
major unmarried daughters. Madhya Pradesh 
does not mention women at all. Though its 
interpretation of the Award reflects a lack 
of gender sensitivity, the Madhya Pradesh 
Rehabilitation Act (Madhya Pradesh 
Pariyojana Ke Karan Visthapit Vyakti 
(Punasthapan) Adhiniyam 1983) is more 
gender sensitive, at least to begin with. While 
defining 'family' it says, "family in relation 
to displaced persons means the family of 
displaced persons consisting of such persons 
or his or her spouse, minor son, unmarried 
daughter, minor brother or unmarried sister, 
father or mother and other members resid¬ 
ing with him and dependent on him for 
livelihood" (Section 2 (9), emphasis added). 
Even they seem to slip up towards the end 
of the sentence and forget that they had 
included women! However, the definition 
of a 'displaced person’ in the same act reveals 
a gender bias. A displaced person is defined 
as "any tenure holder, tenant, government 
leaser or owner of other property who on 
account of acquisition of his land... has been 
displaced from such land or other property" 
(Section 2 (8». 

Thelawof rehabilitation of project affected 
persons in Maharashtra, 'MaharashtraProject 
Affected Persons Rehabilitation Act, 1986’, 
defines an affected person as an occupant 
whose land in the affected zone including 
land in the 'gaothan' is acquired under section 
14 for the purpose of the project. It is- the 
explanationtothisclausewhichissignificant. 
It says, "for the purposes of this sub-clause 


where any agricultural land is recorded in 
the relevant village records in the name of 
one of the brothers as a 'karta' then every 
brother (or sons or sons of deceased brother 
altogether as one unit) who has share in the 
land whether his name is recorded in such 
village record or not, shall be treated as an 
affected person". The definition is not at all 
clear regarding the position of a daughter 
or a widow (especially if she has no sons). 

It has also been found in some cases, as 
in the case of the policy governing the Tehri 
dam oustees, even if the woman is a 
'khataholder' (owner) and she and her 
husband are together entitled to only one 
plot of land, compensation has gone to the 
husband. Thus, in the absence of any 
affirmative clauses including them, women 
are automatically left out, since they seldom 
possess ownership rights. 

Access to CPR 

In the matter of non-wood forest produce 
(NWFP) and the common property resources, 
again, women have no rights, although it is 
they who collect fuel wood, fodder, and 
minor forest produce for the family. As a 
result, when displacement occurs, their loss 
of access to these resources is seldom focused 
upon. In Kohadia villages of Korba, an 
industrial area in Madhya Pradesh, the 
women found that with no forests in the 
vicinity, they had to depend on the market 
for fuel. But since most of the people were 
unemployed or under-employed, this proved 
to be a major strain. 

Collection of water is almost always a 
woman's responsibility. Taking over of the 
water source by dams, or water pollution by 
'development' projects, affect women's lives 
the most. In Kohadia, since the river was 
full of fly ash, the women had to depend 
on private wells owned by the better-off 
members of the colony. With no grazing 
lands, cattle had to be got rid of. Kohadiya 
was not the only village in the area to face 
this problem. 

This has been the experience of women 
in other areas too. The resettled oustees of 
the Sardar Sarovar Project had lost access 
to the forests and the river. They were also 
finding the maintenance of cattle and goats 
problematic due tc lack of grazing lands. 
They too, like the oustees of Kohadiya, had 
been forced to sell their cattle. Interestingly, 
for these women, certain types of housework, 
such as collection of water and grinding of 
grain, required less time and energy [TISS 
1993:33]. However, like in the case of their 
sisters in the Korba and Singrauli regions, 
firewood remained a major problem. Some 
oustees had installed gobar-gas plants to 
overcome this shortage. But the time gained 
from not having to collect fire wood was 
spent in collecting cow-dung. 


When we visited Singrauli in 1989, the 
women, complaining about (heir present 
circumstances said that life prior to 
displacement was hard, but at least there was 
water available from the Rihand river, and 
fuel and fodder was available from the forest. 
Now the dam had monopolised the water, 
which in any case was too polluted for 
consumption, and mining operations had 
taken over the forests. 

Sanitation is a major problem specific to 
the displaced women. But since this is a 
problem peculiar to women, it seldom draws 
attention. The women in Singrauli, who had 
earliergonetothc forests, without alternative 
sanitation facilities provided to them, now 
had nowhere to go. Ibe women of Kohadiya 
said sanitation was a major problem-an 
embarrassing experience everyday. There 
were no toilets, no forests and no fields - 
since they did not receive agricultural land 
in exchange for land lost. Not only did this 
make their lives physically uncomfortable, 
it also made them more vulnerable to physical 
and sexual harassment. 

A study of impact of displacement in 
Orissa, notes that NALCO had provided 
housing without toilet facilities to the 
displaced persons. They were therefore 
forced to use a plot that the neighbouring 
village had set aside for pasture. Quarrels 
were frequent and they were mainly between 
women [Fernandes and Raj 1992:135-136], 
Displacement often forces people to migrate 
out of the area as daily-wage labour. Under 
such circumstances too they face problems 
of sanitation. The study on the Asiad 
Construction Workers in 1982 revealed that 
the contractors had not provided proper 
housing and toilet facilities to the labourers 
and about five hundred families were forced 
to use a small plot of land for their daily 
needs. As a result, hygiene in that area was 
deplorable, and women were left with no 
private spacetouseduring theday [Fernandes 
1986:277]. A similar situation is pointed out 
in a study on women's status in the slums 
of Delhi [Fernandes 1990:97]. 

Transition Period 

The transition period between actual 
displacement and resettlement is a difficult 
phase, in which, again, the women suffer 
somewhat more. Let us take the example of 
the SSP oustees once again. In the absence 
of sensitive handling and a supportive 
atmosphere, the oustees found it difficult to 
shift to the new site. Many, therefore, 
continued to maintain two homes - one in 
the submerging village and the other in the 
resettlement, resulting in fracturing of 
families. Most often, it is the women, the 
old, and children who are left behind. "Family 
life is disturbed and it is difficult on the 
women for whom responsibilities increase 
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with divided households and parallel 
activities in both locations'* [TISS 1993 27] 
It has been seen that whenever there is 
unemployment, i e, jobs are scarce, the first 
ones to lose are the women This is not only 
because they lack the skill, but more because 
they have to make way for the men The 
report of the National Commission on Self 
Employed Women and Women in the 
Informal Sector (Shrama Shakti) notes that 
(June 1988 67) " as modern capital 
intensive technology is introduced, women 
lost out because men dare preferred to tend 
the new machines ’’ This has been the 
experience of the women in the textile 
industry, mining as well as agriculture - 
something that is truly important to the rural 
women's life [ibid 1988, Kelkar 1985 4 and 
Kumud Sharma 1989 7] Jobs are scarce in 
a displacement situation, because most 
projects have very limited number of jobs 
to offer to the aflected Till SCOPE 
abandoned it in 1986, many rehabilitation 
schemes followed what was popularly known 
as the T N Singh formula, i e, one job for 
every displaced family In such cases it was 
always the most eligible male member who 
was selected tor the coveted job " there 
is a strong gender bias as jobs are offered 
mainly to the men and not the women" 
say Fernandes and Raj They found that in 
NALCO, Damanjodi, out of 443 jobs 
created, only 25 had gone to women, all 
of whom were widows or otherwise single 
and were, as such, considered heads of 
families (1992 141-42) Clearly, forced 
resettlement too, like transition to modern 
economy, has meant the exclusion of an 
increasing number of women from active 
participation in the productive process In 
their study of displacement in Orissa 
Fernandes and Raj have found that in many 
cases tnbals, whose women traditionally 
occupied a relatively higher status, had 
internalised the "mainstream ideology" As 
a result, despite there being a custom of 
women going out to work, men and women 
both now staled that the woman’s place 
was in the house and that she should not 
expect anything else More than a quarter 
of the respondents justified women's getting 
only unskilled jobs, on the grounds that 
women were not intelligent or not capable 
of taking initiatives and should therefore 
be satisfied with their subordinate status 
It was found that of the eight-hundred 
respondents, 189 had a job in the project 
area, 27 of them were semi-skilled, 79 were 
on monthly wages Of them only 49 women 
were employed, all of them unskilled - 30 
on daily wages, ninteenon monthly salaries 
[Fernandes and Raj 1992 54] 

However, given the situation of 
landlessness, much reduced land assets, 
joblessness of the men, and impoverishment, 
it becomes imperative that women work 


Yet, traditional occupations, such as 
agriculture, fishing, basket-making, etc, 
become unfeasible, either because of 
unavailability ot raw material once the forest 
or the water source is taken away, or due 
to the dispersion of the clientele as a 
consequence of the breakdown of the 
community network As a result, the women 
find that they have to settle for unskilled 
wage labour which is most often irregular 
and underpaid In the Korba area we found 
that the men were not willing to move out 
of agriculture into daily-wage labour 
Consequently, the women, old and young, 
were the ones seeking unskilled daily-wage 
jobs, sometimes as hazardous as emptying 
cylinders of explosives, forrecycling Others 
sought employment as domestic help or 
construction workers And even though the 
women were moving out ot their houses to 
earn a living, the power equations within the 
household remained unaltered The women 
oustees ot the SSP too were forced to seek 
wage labour, following their resettlement 
In tact, in 36 per cent of the Maharashtra 
PAP households in Parveta women 
contributed significantly to the household 
income It is, quite obviously, the case that 
despite the economic need tor two incomes 
control of that income as well as responsibility 
for the additional burden of work within the 
household, continued to be guided by 
patriarchal norms [Dwyer and Bruce 1988] 
Migration of the men in search of 
employment, undoubtedly, is another 
outcome of displacement, which increases 
the workload and responsibilities of the 
women Added to this is the social pressure 
of living alone 

Given the high mortality rates among 
women, it is likely that they will be the worst 
affected by displacement-induced morbidity 
Similarly the nutritional and health status of 
the women, which is lower than that of the 
males even under normal circumstances, is 
bound to proportionately go down in the 
event of an overall decrease in the health 
status caused by displacement In some of 
the resettled villages of the SSP the per 
capita intake of calones has shown a fairly 
significant drop This is due to the low yields 
and poor employment opportunities m the 
resettlement area [TISS 1993 28] 

Dislocation and relocation in another area, 
unless very carefully executed, means a 
breakdown in community networks For 
women, community and family networks 
are extremely important support systems 
Since their dependence on them is greater, 
breakdown of these networks creates 
tremendous insecurity and trauma, which 
the women experience more than the men 
who are usually mobile and relatively less 
dependent on these networks Even collection 
of fodder and fuel or water is often not a 
purely economic activity It is an opportunity 


to socialise and exchange confidences and 
news, and therefore, have a social relevance 
If these activities stop, the social life is also 
altered We found that in the villages along 
the Narmada, one of the womes voiced by 
the women was regarding the marriage of 
their daughters Some were worried they 
would never see them once they moved to 
a new area Others said they were finding 
it hard to get their children married because 
" the other party does not know where we 
will be" Some even found people reluctant 
to gel into alliances with 'oustees' 1 Scott 
Guggenheim notes that the displaced villages 
of the Rengali reservoir in Onssa came to 
be known as the 'bunloka', the submerged 
destitutes (1989 22) 

During our visit to Kohadiya a young man 
observed that there was a sudden increase 
in the incidence ot break ups in marriages 
in the village He attributed this largely to 
the increased unemployment insecurity and 
poverty after displacement He also noted 
a rise in alcoholism among the displaced 
population The rise in social disturbances 
reflected by alcoholism prostitution, 
gambling and theft has also been noted in 
earlier instances of displacement, e g, Ukai 
[Mankodi 1992 86], Hirakud [Viegas 
1992 43] and those affected by the Kutku 
dam in Bihar (whom 1 had visited in 
February 1993) This increase in social 
problems is bound to have affected directly 
the lives and status of the women by way 
ot violence inflicted on them Loss of self¬ 
esteem or tall in status ot the men, especially 
in their own eyes, often manifests itself in 
increased violence against the women and 
children 

It is difficult, however, to make any definite*' 
statement as to whether the changes brought 
about in women's lives due to displacement 
have been for the better or for the worse 
A lot ot it has been dependent on individual 
experiences, their social and economic 
backgrounds and their own perceptions 
While some women have experienced loss 
of status, some others, especially in cases 
of urbanisation and industrialisation, have 
experienced greater freedom having moved 
away from their traditional village 
community A degree of freedom m the 
new surroundings has meant greater 
independence, particularly for those from 
traditional families which observed purdah 
In Tehn, for example, we found more girls 
were going to school On the other hand, 
among some other people, like the 
Chattisgarhis, who had no tradition of 
dowry, it is now becoming a 'fashion', 
which is an outcome of the sudden 'outside* 
influences If the man of the house got a 
‘pucca' job in the industry, even if he did 
not receive land for land acquired, the 
woman's status correspondingly rose- 
both in her own eyes and also m the eyes 
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of the community However, m the same 
area women from the mining colonies 
found themselves pushed into their 
homes, falling into a purdah system that 
did not exist before This was beingjustifted 
by the increase in violence in the area 
owing to the mining activities The T1SS 
team had noted that the status of the women 
had been affected by the status of women 
in the host villages According to the team 
‘this will undoubtedly influence the 
position of the women who are relocating, 
ovei a period of time as co-option occurs 
This type ot economy reducing them to 
wage labour and non-parity values in the 
two situations will affect their status 
adversely ’ [TISS 1991 14| 

CONCL USION 

Clearly rehabilitation polit ics so far have 
not accorded the displaced women a status 
equal to that given lo their male counter 
parts Given that wc have pledged as a 
nation to ensure equality to women and 
promised not to discriminate against them 
on the basis of sex it is imperative that all 
rehabilitation policies plans and laws imbibe 
the ideology (hat emanates from the 
constitution and the various UN declarations 
and conventions that India has ratified 1 he 
major daughter and the major son 1 hould 
receive equal treatment Family must be 
redefined to include temalc headed 
households Husband and wife should be 
accorded equal status Theic are very few 
women who have ownership rights at the 
time ot displacement However, the 
rehabilitation plans must ensure joint 
ownership ot both spouses at the time of new 
allotments 

The current model ot development allows 
tor very little or no participation ot the 
affected population The tragedy of 
displacement due to development projects 
is compounded because the affected bear the 
cost but have no share in the benefits 
[Ganguly Thukral 1992 18] The women of 
course have even lesser access They are 
mere passive lcccpients of the tall outs 
According to Vandana Shiva (1993 73) 
Women s undeidevelopment was not due 
to insufficient and inadequate participation 
rather it was due to then enforced but 
asymmetric participation whereby they bore 
the cost hut were excluded from the 
benefits” 

Since even under normal circumstances 
society has yet to treat women equally, the 
displaced women will need some extra 
attention to cope with the changed 
circumstances till such time that they can 
begin as equals It has to be recognised that 
the displaced woman needs special attention 
and that her rights and civil liberties will 
have to be protected 
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Mental Health Consequences 
of Displacement and Resettlement 

Byron J Good 

i A broadly defined mental health perspective , one that incorporates an understanding of social and behavioural 
problems along with mental illnesses , as well as quite specific models of prevention, and of mental health services , 
can have important implications for the development of resettlement and relocation policies. 


(>NE striking impression that results 
1/rom reading through writings about 
, nvoluntary resettlement and relocation - 
\ whether analyses of former development 
^ttojects, or proposed policy guidelines - is 
t :he virtual absence of explicit attention to 
^ ssues of mental health. Whereas there is 
„ntcnse research and writing about the 
mental health of international immigrants 
slid refugees and about their need for 
specialised services, discussions of 
^settlement programmes associated with 
^national and regional development 
.{projects often lack specific reference to 
?ihese issues. There is almost universal 
Acknowledgement that relocation is 
? psychologically stressful, and a recognition 
itbk families and communities should be 
pkept intact in the relocation process. 

< However, in the literature l have reviewed, 
ithere is virtually no explicit discussion of 
Jthe social, behavioural and mental health 
■’problems associated with relocation and 

Che implications of such problems for 
j assessing the cost-benefits of development 
projects, for devising resettlement policies 
'that will minimise such problems, and for 
f developing services to treat the mental 
health problems that arise as part of the 
relocation process. 

I will argue here that there is value added 

* for researchers, planners, and policy-makers 
ill explicitly considering the mental health 
' dimensions of resettlement and relocation. 
I will argue that a broadly defined mental 
health perspective, one that incorporates 
an understanding of social and behavioural 

< problems along with mental illnesses, as 
1 well as quite specific models of prevention, 
tend of mental health services, can have 
t important i mpl ications for the development 
of resettlement and relocation policies. They 
, allow us to anticipate the inevitable mental 
health problems that result from the 
■ dislocation of populations, to assess the 
j consequences of particular policies, to 
; initiate polices that have the potential for 
; preventing harm and promoting health, 
[and to develop appropriate services to 
| respond to the mental health needs of 
[populations of ‘oustees’ that have 
-^Undergone the trauma of resettlement and 
(relocation. In a strong form, 1 will argue 
[ that a section explicitly addressing menial 

* health issues should be a part of every 
^resettlement and relocation policy, that 
j policies which fail to address these issues 
| are ultimately incomplete. 
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I 

World Mental Health Report 

1 come to this issue not as a specialist in 
development or in resettlement and 
relocation, but as an anthropologist who has 
been involved with meantal health services 
research for a number of years. Working 
with culturally diverse populations in the US 
and in Islamic societies of West Asia, 1 
have investigated how cultural traditions 
and local forms of social relations influence 
the experience and expression of 
neuropsychiatric illnesses and psychological 
distress [Good 1994]. I have been interested 
in how the distribution of power and resources 
in a society influences the prevalence and 
course of mental health problems, and how 
processes of economic development and 
social change relate to changing patterns of 
mental health and illness. And I have had 
a special interest in the development of 
culturally appropriate forms of mental health 
services which serve and protect the human 
rights of some ol the most vulnerable 
members of any society. 

Over the past three years, I have 
participated in an international group of 
social scientists and mental health specialists, 
organised by Arthur Kleinman and charged 
with evaluating the rising burden of broadly 
defined mental health problems in low 
income countries and for outlining potential 
responses to these problems by international 
agencies, non-governmental organisations, 
governments and mental services and local 
communities. The resulting report. World 
Mental Health: Problems, Priorities , and 
Responses in Low-Income Countries 
[Kleinman et al 1995], was released at the 
United Nations with the suport of thedirector 
general of the UN and in a number of regional 
workshops beginning in April of 1995. A 
brief review of the major conclusions of this 
report will set the context for addressing the 
issues of dislocation and mental health. 

The research and writing associated with 
this report were begun with a conviction that 
social, behavioural and mental health 
problems - neuropsychiatric disorders, 
problems of violence, substance abuse, and 
dislocation - are emerging as some of the 
most difficult and pervasive challenges to 
health in the global community, but that 
these problems have been quite inadequately 
addressed by scholars, activists and agencies 
committed to health and international 
development. Agencies such as the World 


Rank have begun to acknowledge explicitly 
the importance of health for the development 
agenda.The Bank's 1993 World Development 
Report, Investing in Health , recognises that 
health indicators rank with economic 
indicators as markers of the benefits of 
development policies, and that 'investing* 
in health and human resources is crucial for 
economic development as well as human 
well-being. 

Although health is now on the agenda, 
mental health seldom is. Furthermore, many 
of the most profound issues for the health 
and well-being of communities and 
individuals - domestic and public violence, 
alcoholism and drug addiction, eploitation 
of children, homelessness, discrimination 
and abuse against women, ethnic or political 
violence, and dislocation of whole 
communities - are seldom discussedin reports 
such as Investing in Health. The World Bank 
report thus follows a long history of neglect 
of social, behavioural, and mental health 
problems by public health specialists As a 
consequence, many of the most obvious and 
complex health problems found m nearly 
every society today are seldom addressed. 

The international group of researchers and 
mental health specialists associated with the 
World Mental Health Report came to a 
number of conclusions. The first and perhaps 
most startling finding of the Report is the 
extent of the overall health burden of mental 
illnesses. Although not highlighted, figures 
in the World Bank's Investing in Health 
estimate that neuropsychiatric diseases 
make up 12 per cent of the 'global burden 
of disease* for adults aged 15-44 in 
“demographically developing economics*. 
When “intentional, self-inflicted injuries** 
are added, the total constitutes 15.1 per cent 
of the global burden of disease for women, 
16.1 per cent for men. 

Already extremely large, the burden of 
mental illness is certain to increase in the 
coming decades as the demographic 
transition increases the size and proportion 
of the population who are at highest risk for 
neuropsychiatric illness. For example, it is 
estimated that the total number of cases of 
schizophrenia in less developed countries 
will increase from 16.7 million in 1985 to 
24.4 million in 2000, a 45 per cent increase 
simply as a result of demographic changes. 

TTie overwhelming conclusion of the World 
Mental Health Report , however, is that these 
formally defined neuropsychiatric disorders 
are responsible for only a modest portion of 
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the Overall burden of social and psychological 
morbidity. Alcoholism, drug addiction, 
violence against women, abuse and 
abandonment of children, forced prostitution, 
crime and street violence, ethnic warfare and 
state violence, dislocation and forced mig¬ 
ration - all of these constitute a substantial 
and growing burden in societies of Africa, 
Asia, Latin America, and west Asia. Indeed, 
the Report concludes that the world 
community faces an emerging crisis of global 
mental health, a crisis recognised indirectly 
by the popular media but poorly concept¬ 
ualised and addressed by health specialists. 

Second, the World Mental Health Report 
contends that these problems cannot easily 
be parcelled out between 'developed' and 
'developing* nations. Unlike diarrhoea) 
diseases, which still account for high levels 
of infant mortality in many poorer countries 
hut arc almost completely controlled in 
Europe and North America, nearly all of the 
problems examined in this report are widely 
shared by nations rich and poor, north and 
south. They do not fit into a simple, 
progressive framework of maturing market 
economies inexorably’Tr&nsforming the 
public’s health in 'progressive' societies. 

It is tempting to argue that social, 
behavioural and mental health problems have 
their origins in lack of wealth per se\ it is 
clear, however, that such a model fails to 
account for the rise in seventy and 
distribution of such problems. By the same 
token, most social and mental health 
problems are not a simple result of economic 
development, an outcome of development 
processes that ‘produce’ psychological 
symptoms or social pathologies. The general 
hypothesis that 'modernisation' results in 
the breakdown of coherent cultures and 
communities and leads to increased mental 
health problems misrepresents societies and 
has not stood up well to empirical 
investigation. 'Development* is not a single 
linear process but a complex interaction of 
diverse global and local processes. Each has 
implications for mental health, some positive, 
some negative, and the result is an equally 
complex social distribution of social and 
psychological well-being and morbidity. 

Poverty and profound inequities are clearly 
key risk factors for nearly all forms of social 
and psychiatric morbidity. Rapid economic 
development, however, is no certain cure. 
Development often creates poverty side by 
side with wealth, producing the social origins 
of suffering for many as well as rising living 
standards fQr some. 

The issues of resettlement and relocation 
are directly linked to the conclusions of the 
World Mental Health Report at this point. 
Large-scale economic development projects 
-dams, irrigation systems, power plants, the 
establishment of environmental preserves - 
are designed with the goal of increasing 
resources and well-being. Yet, those who 
have been dislocated by such projects have 
almost invariably suffered extraordinary 
losses. Unless those displaced participate 


fully in the execution and benefits of the 
projects, most will suffer profound consequ¬ 
ences that will carry forward for generations. 

World Mental Health concludes that 
dislocation associated with development is 
only part of a larger global process, which 
exacts an enormous toll on physical and 
mental health of individuals and whole 
populations. There are nearly 20 million 
‘official’ refugees in the world today - 
people, that is, who have fled to another 
country to seek refuge from war or starvation. 
Globally, the largest numbers of refugees 
are found within the continents of Asia and 
Africa. 1 However, these official refugees are 
a small percentage of dislocated persons. 
Another 70 million people around the world 
have left their native countries, primarily in 
search of work, and are at risk of economic 
exploitation and poor living conditions. And 
uncounted others are displaced each year 
within their own countries as a result of large 
and small development projects. The fate 
and welfare of dislocated families and 
communities arc not in the hands of 
international relief agencies, but are deeply 
tied to national and regional policies. 

The issues addressed here thus belong to 
a global context ot displacement and dis¬ 
location. 'Diaspora' has become an essential 
analytical category for social scientists 
studying communities, nationalities, and 
cultures, reflecting a major feature of the 
contemporary world. However common, 
these diverse forms of dislocation stand 
responsible for a significant portion of the 
crisis in world mental health. 

A fourth conclusion of the Report is that 
mental health problems are best conceived 
as clusters of psychosocial problems which 
reproduce and compound rather than as 
specific diseases with particular causes. 
Substance abuse, violence toward women 
and children, psychiatric sequelae such as 
depression and health risks in adulthood for 
children so victimised are closely associated 
with one another, and these are often clustered 
in communities demoralised by oppressive 
economic conditions or by the trauma of 
dislocation. Community violence is linked 
to post-traumatic stress disorders, dislocation, 
and depression. New models in social 
psychiatry and public health have begun to 
identify and investigate such clusters, but 
more research is needed to enable us to 
design effective strategies of prevention 
and treatment. Such work is crucial for 
respond-ing to the mental health needs of 
those dislocated by major development 
projects. 

Finally, Ihe World Mental Health 
concludes that we have the capacity to make 
a difference, to enact policies that prevent 
or ameliorate many of these problems and 
to successfully treat others. This is neither 
obvious nor trivial. One reason for the long¬ 
standing neglect of social and psychiatric 
problems is the belief that by contrast with 
infectious diseases, little could be done for 
these problems. Mental illnesses were seen 


as largely untreatable, and 'social problems* 
such as those described here were seen as 
beyond effective response. Yet, in the past 
three decades, a growing consensus has 
emerged that mental health problems are 
as treatable today as the majority of other 
health problems, for many, nearly all* 
neuropsychiatric disorders, combinations of 
medications, psychosocial care, and 
rehabilitation are effective for most patients, 
More than this, treatment modalities are 
available for specialised problems, such as 
post-trauma illnesses, and approaches to the 
organisation of health services to manage 
problems in cost-effective ways are widely 
agreed upon. 

The Report recommends that we think of 
organising responses to the emerging global 
crisis of mental health in three ways. First, 
that explicit attention be paid to the mental 
health consequences of broad social and 
economic policies, and that the development 
of 'healthy' policies be given attention 
comparable to that paid to particular health 
policies. Second, that priority be given to 
a new generation of public health inter¬ 
ventions, taking on issues such as domestic 
violence, the use of addictive substances by 
youth, and adaptation of immigrants. And 
third, that mental health services be given 
a new priority as part of essential health care. 
These categories wi II be useful for reviewing 
mental health dimensions of resettlement 
and relocation policies. 

II 

Mental Health Consequences 
of Dislocation 

Worldwide, large-scale development 
projects have exacted an enormotis toll on 
countless thousands of persons, few of whom 
ultimately benefited lrom the projects 
designed to promote better living conditions 
m the societies involved. For example, it has 
been estimated that the Aswan High Dam 
project displaced 1,20,000 people and 
Brazil’s Itapanca project forced 45.00G 
persons to leave their homes, while some 
have estimated that China’s Three Gorget 
project may iorce relocation of as many as 
one million person. 2 Such processes are oi 
course not new, nor are they limited to so- 
called developing countries. Forced 
relocation and resettlement was an explicii 
policy of the American government in dealing 
with the aboriginal peoples of North America 
and the enormously high rales of depression, 
suicide, alcohol addiction, demoralisation, 
and ill health which continue today on man) 
American Indian reservations in the US and 
Canada is a stark reminder that we know all 
too well how severe are the mental health 
effects of involuntary resettlement and that 
these effects are likely to persist for many 
generations. America also has experiences 
of urban redevelopment projects which have 
dislocated whole communities, such as the 
old West End m my own city of Boston, 
which have left a legacy of bitterness and 
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a recognition of how mistaken such early 
efforts were. 

It is now widely acknowledged that 
resettlement of populations, by its very 
nature, results in extreme disruptions of the 
lives of individuals, families and 
communities and should be avoided when 
possible [DeWct 19911. Resettlement is 
experienced as enormously stressful, and 
results in anger and bitterness, loss and 
grieving, and the breakdown of family and 
community networks. Development projects 
have a history of being implemented by 
governmental agencies and elites with near 
total absence of serious consultation and 
involvement with those most affected; in 
many cases, agencies have even failed to 
inform those who are to lose their homes 
until the very last moment. Such projects 
also have a history of providing deeply 
inadequate compensation for the losses they 
directly cause. When housing and land has 
been provided, all too often the housing has 
been of poor quality and culturally 
inappropriate, and the land is ill-suited to 
support the pattern of lifestyle to which the 
community is accustomed. Local knowledge 
of land maintenance and agriculture have 
thusoften served poorly asabasis for survival 
in the new setting. As a result, many of those 
who have been ‘resettled’ have not remained 
in the new locations. For example, the 
Akosombo Dam project on the Volta River 
in Ghana displaced over 80,000 people, 
beginning in 1963-64. Of those 80,000, 
approximately 65,700 were provided 
compensation entitling them to reside in one 
of 52 sites. But in 1968, researchers found 
that only 25,000 of those persons - less than 
40 per cent - lived in the resettlement sites 
[Afriyie and Butcher 1971; described in 
Lumsden 1993:45]. This pattern is not 
uncommon. It is now well-recognised that 
so-called resettlement has often resulted in 
sheer dislocation, leading to urban migration 
and too commonly to homelessness and 
destitution. Relocation has also been 
accompanied hy major public health hazards, 
by increased incidence of dysentery, measles, 
and encephalitis, by a rise in tropical diseases 
such as malaria and schistosomiasis, and 
sharp increases in mortality rates, particularly 
for the young and the elderly. Fahim (1983), 
for example, found that mortality rales for 
Nubians resettled as part of the Aswan Dam 
project increased from 13.6 per thousand in 
1963 (the year before the beginning of 
relocation) to 23.6 in 1965 (the year following 
the completion of relocation) [Lumsden 
1993:371, a more than 50 per cent increase. 

Given this rathei sorry rccoid of neglect 
and the tremendous need to focus on 
identifying those who arc to be compensated 
and providing the bare minimum forsurvi val, 
it is perhaps not surprising that relatively 
little attention has been paid historically to 
the mental health consequences of 
resettlement and relocation - by policy¬ 
makers, researchers, or those responsible for 
implementing resettlement. I want to insist. 


however, on the importance of taking a 
mental health perspective, both for 
recognising problems associated with 
resettlement and for designing policies that 
minimise such problems and services that 
audress those problems that arise, as efforts 
arc made to move into a new era of 
resettlement practices. 

As I indicated, wc know far more about 
the mental health problems of refugees and 
immigrants than wc do about the problems 
of those who have been subject to relocation 
processes. While dislocation due to stale 
violence and war is quite different than that 
caused by a hydroelectric project, and while 
resettlement in a nearby community is quite 
different than residence in a refugee camp 
followed by travel to a foreign country, the 
findings of the literature on the mental health 
of immigrants and refugees is instructive. 
For years, researchers have argued that 
immigrants go through a process of 
adaptation, which includes a stage ol 'arrival 
euphoria* lasting two to six months, followed 
by six months to two years of disillusionment 
which creates a heightened risk for mental 
illness, followed by adaptation. While a 
model that presumes that all individuals 
follow such stages now seems naive, recent 
research suggests that south-east Asian 
refugees arriving in the US and Canada have 
higher rates of mental illness between 10 and 
18 months alter arri val than at any other time 
before or after (sec Beiser 1990 lorarevicw). 
However, pre- and post-immigration 
experience plays a major role in determining 
the level of mental health problems, as do 
the presence of family networks and the 
social, educational and cultural resources ol 
the immigrants. Catastrophic stresses such 
as torture, rape and exposure to war arc 
associated with a typical clustcrof symptoms 
now labelled “post-traumatic stress disorder", 
orPTSD, and widely recognised by refugee 
resettlement specialists. Unemployment in 
the new environment and separation from 
family sharply increase the risk of mental 
illness. 

Refugees are at special risk for depression, 
for anxiety disorders, and for ‘som isation 
disorders’, that is increased physical 
symptoms for which health can* providers 
can find no specific physical cause. They 
often suffer from what Eisenbruch (1992) 
has labelled ‘cultural bereavement*, a process 
of grieving for their lost home and culture 
that is as painful and disturbing as the grief 
for someone who has died. 1 n some i nstances, 
refugees arc at heightened risk for alcohol 
and drug use. tor delinquency among youth, 
and for family violence, although these are 
strongly influenced by the nature of the 
communities in which refugees reside. 
Immigration often provokes heightened 
intcrgcncrational and gender conflicts 
(between children and parents, between 
husbands and wives), and these tend to 
increase, not decrease, over time as adaptation 
to the new society goes forward at different 
rales within the family. And those who are 


least powerful are also most vulnerable to 
mental health problems resulting from 
immigration. These often include women, 
children, and the elderly. 

At the same time, is should be remembered 
that the many immigrants adapt extremely 
well, taking advantage of new opportunities 
to forge better lives for themselves and their 
children. Dislocation, while difficult, is not 
uniformly negative in its impact on 
individuals and families. Depending on the 
resources available and the nature of the 
communities to which they move, 
immigrants may ultimately benefit from their 
dislocation. 

What then do wc know about comparable 
menial health processes among those 
‘oustccs’ who have lost their homes to 
development efforts? What would wc expect 
to be the mental health problems associated 
with resettlement and relocation? 

First, although information is more 
ethnographic and clinical than 
epidemiological, we know that certain forms 
of psychological distress accompany 
dislocation, and would expect an increase 
in the prevalence particular neuropsychiatric 
illnesses. Processes of grieving, akin to the 
‘cultural bereavement’ experienced by 
refugees, are ubiquitous and might be 
considered a ‘normal’ cost of resettlement. 
Grieving is a process of working through, 
of giving up attachments and making new 
attachments, of accepting a new reality and 
coming to find pleasures in new relationships. 
Gi ven the ext raordinary i mportancc of pi ace, 
of attachments to the most minute details of 
a community’s environment, grief should be 
an expected part of adaptation. Clinicians 
have described pathological' forms of 
grieving that includes unusual levels of 
sorrow and the inability to function, grief 
that does not resolve, or unexperienced grief 
that is triggered at a later lime and appears 
strongly and out of place [Lindcmann 1944]. 
The concept may be useful for recognising 
mental health problems associated with 
resettlement, while not palhologising all 
grieving [Prince 1993]. 

Distinguishing normal and unresolved 
grief processes may also he useful in 
considering the effects of poorly managed 
resettlement processes. When dislocation 
and resettlement are experienced as unjust, 
when compensation is viewed as inadequate 
or unfairly distributed, bitterness and a sense 
of ‘relative deprivation' may prolong 
grieving, even for generations. The term 
‘relative deprivation’ was used by the 
anthropologist David Aberle (1962) to 
describe the source of unresolved anger and 
bitterness felt by Navajo people in the 
A merican south-east whose sheep were taken 
away and slaughtered hy the Bureau of Indian 
Affairs who found over-grazing. Aberle 
found that not merely deprivation, hut relative 
deprivation, “a negative discrepancy between 
legitimate expectation and actuality" 
associated with a senseof injustice, explained 
the lingering bitterness felt by Navajo and 
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might helpaccountforthose who participated 
in nativistic and millenarian movements. 
Marris (1974) has argued that dislocation 
provokes a “crisis of reintegration”, and that 
groups and individuals are “characteristically 
ambivalent”, moving between efforts “to 
adapt to change” and “to restore the past” 
[see Lumsden 1993:25]. Wc would thus 
expect a burning sense of injustice to inhibit 
the tendency to adapt to change, whereas full 
engagement in the resettlement process and 
the ability to actively participate in 
meaningful decisions would increase the 
likelihood of commitment to change and the 
resolution of grief processes. 

The refugee literature would also lead us 
to expect that while psychological distress 
is 'normal' among the dislocated, that 
neuropsychiatrtc illnesses would be found 
at an increased rate among those undergoing 
resettlement and relocation. We wouldcxpect 
increased incidence of depressive illnesses, 
of anxiety disorders, and of somatisation, 
leading to increased use of primary health 
care facilities and a frustration in the care 
they arc provided, both by the health care 
practitioners and the patient populations. 
We would not expect an increase in major 
psychotic illnesses, such as schizophrenia. 
From reports around the world, wc would 
expect that local formsof illness experience - 
spirit possession, witchcraft accusations, 
culturally distinctive torms of somatic 
complaints - would be found with increased 
frequency, leading to particular difficulties 
if traditional healing resources have been 
disrupted by the dislocation processes. 

Thus, while difficult to quantify, the 
literature suggests that resettlement leads 
inevitably to psychological distress and to 
increased levels of neuropsychiatric illnesses, 
and that specific consideration ot the 
treatment of such conditions need to he part 
of resettlement policies. 

Second, a broad range of behavioural 
pathologies have often been associated with 
dislocation and resettlement processes, 
especially when visited upon indigenous 
communities with few resources to adapt to 
'civilised* societies. Members of the Multiple 
Action Research Group in Delhi expressed 
this well in a discussion of the potential 
problems facing 'tribal' people displaced by 
the Narmada River project: Development 
processes, they remind us, have 

hit indigenous people hard. It has caused 
very serious psychological damage to them 
both individually and collectively. Crime, 
drugs, dnnk, and even suicide have become 
terrifying common-place. It is therefore 
extremely depressing that none ot us - 
government, activists, scholars, researchers - 
seem to be paying attention to the very real 
likelihood that these same dangers could 
befall the tribals on whom the axe of 
development is presently falling in India. As 
a Bhil ousteeof Ukai Dam told us, “Our days 
pass in fishing, brewing liquor, and thieving” 
[MARG 1990]. 


While such problems are far from 
ubiquitous and the dangers of stigmatising 
immigrants or resettled communities in these 
teims should be recognised, resettlement 
communities should be recognised to be at 
heightened risk for such problems. Where 
they occur, they may result in the clusters 
of mental health problems described in the 
World Mental Health Report which have the 
potential to produce vicious cycles of ill 
health that are reproduced generation by 
generation. Alcoholism, for example, is 
associated with increased domestic violence, 
which disproportionately affects women and 
children. When children are abused, they are 
more likely to do poorly in school, be 
delinquent as adolescents, and use addictive 
drugs and resort to domestic violence in 
adulthood. Thus, the risk of behavioural 
pathologies such as these should be clearly 
recognised. Public health efforts should be 
enacted to prevent their occurrence and 
persistence, and approaches to treatment 
should be planned as part of the planning 
for resettlement. 

Third, it should be anticipated that the 
elderly, women and children arc particularly 
vulnerable to mental health problems 
associated with dislocation. It is generally 
recognised that serious change in immediate 
physical and social environment is 
particularly risky lor elders, that it may 
trigger episodes of cognitive disorientation 
that appears as dementia. Losses may be 
experienced particularly severely for those 
who are leaving a lifetime home, and 
depressive illness may also appear as 
dementia. Where social networks are 
disrupted, those elders dependent upon 
extended kin networks arc at special risk. 

Women are at particular risk for mental 
health problems m resettlement settings.They 
are often not consulted during periods of 
planning for resettlement and relocation. 
Again, the comments of Dhagamwar et al 
(1995:278) about women's experience in 
the Narmada valley are telling. 

In the course of our surveys, the MARG 
team held meetings in the villages of Madhya 
Pradesh that were to be affected by the 
Sard&r Sarovar Project When the team 
members would ask to meet with the women, 
the team would invariably be asked, “Why 
do you want to talk to women" What do they 
know?” And yet upon speaking to the women, 
one realises how serious their problems are. 
Neither the authorities nor their own men 
appreciate their concerns. Their opinions ate 
rarely sought and they are just as rarely 
informed. Women are responsible for collect¬ 
ing food, tucl, fodder, and water in most of 
rural India; it is an arduous task even under 
normal circumstances, given the present 
conditions of deforestation and environmental 
degradation. The women in the Narmada 
valley were worried about how these needs 
would be met after displacement. Experience 
shows that their fears were not ill-founded. 
Women are often not provided compensation 
packages, but are simply viewed as part of 
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their husband's or father's household. This 
raises questions of equity and human rights 
in any case. When women are not part oi 
such households, when they are widowed 
or divorced, for example, such definitions 
of eligibility for compensation may be 
disastrous. 

Children and youth are at increased risk 
both because changes in everyday routine 
seriously disrupt the sense of security 
necessary for health development, and 
because mental health problems of adults are 
almost always visited upon children. The 
consequences of resettlement and relocation 
processes may thus have long-term, 
mulligcncrational effects and deserve the 
strongest consideration. 

Finally, it should be made clear that 
resettlement has the potential for benefit, just 
as immigration may result in better lives and 
a brightened future for families and children. 
The communities from which individuals are 
dislocated are not free of problems, and 
social change can bring benefits for men, 
women and children, even as it can bring 
disaster. Dhagamwar et al put it this way; 

The old lifestyle that we hanker after was 
not necessarily just or egalitarian... 
Throughout India, within and without the 
valley, child labour is rampant... Women 
remain a cheap source of labour all Cheit 
lives. Polygamy, child marriage, and luck of 
enthusiasm for literacy are all pan of this same 
ordering. How does one then balance the new 
perceptions regarding eradication of child 
labour and promotion of universal education 
with the preservation of the past? How does 
one reconcile the growing demand for gendei 
equality with the traditional patriarchal society^ 

These are serious questions to be addressed 
not simply by philosophers but by those 
who plan and implement resettlement anc 
relocation programmes. My point if 
concluding this section with a remindei 
of the potential benefits, of social change 
is to indicate that a broad view of human 
development needs to be a central part ol 
programmes ot compensation, resettlement 
and relocation. Otherwise, the wealthy are 
sure to benefit from projects while those 
displaced arc sure to suffer losses. 

Ill 

Whal Is To Be Done? 

I conclude by trying to make explicit whal 
some of the most obvious implications an 
of the literature I have been reviewing ot 
the social, behavioural, and mental healtl 
consequences of resettlement and relocation 
I do so under the headings of broad socia 
policy implications, the potential foi 
innovative public health interventions, am 
the implications for the development oi 
mental health services 

‘Healthy Founts' 

H is incumbent upon social planners tc 
recognise mental health costs of dislocation; 
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to weigh these against potential benefits in 
any cost-benefit analysis, and to recognise 
these costs as worthy of compensation. The 
costs in human suffering, in neuropsychiatric 
illness and in social pathologies are as 
tangible as the loss of land or an epidemic 
of infectious diseases. These should be 
viewed as real, compensable costs, and 
should be the focus of serious planning. 
Although we may not be fully able to do 
so with complete rigour, attention should 
be given to requiring a “mental health 
impact assessment'* comparable to the 
“environmental impact assessments'* 
required of development projects. This would 
require planners to make explicit the mental 
health risks of dislocation and to develop 
plans to deal with these. 

Experience indicates that the process of 
dealing with communities, families, and 
individuals who are to be affected by 
dislocation has crucial implications for what 
the consequences of resettlement will be. It 
affects the real and perceived sense of power 
and efficacy of those involved, and plays a 
crucial role in determining whether those 
affected will be embittered and unable to 
resolve their grief or will be prepared to 
move ahead with their lives. 

Compensation should be viewed not only 
as a matter of pragmatic planning and of 
social justice, but as a mental health issue. 
As Lumsden (1993:26) writes: 

If handled promptly and well, just and due 
compensation should not be perceived and 
felt as an unwelcome 'cost' to the planners 
and as a mere 'payment* to the resettlers. 
Rather it is a sign of social justice, provides 
validation and some healing for the 
displaced*s sense of loss, and ensures 
tangible support for resettlers* first economic 
or other coping efforts in their new setting. 
If delayed, not given, inadequate or 
maldistributed, compensation preserves or 
reawakens painful memories, exacerbates 
loss, affirms ones impotence..., fuels distress 
and discontent - and will haunt the project 
with a rankling sense of grievance and/or 
perhaps... of 'dependency* among the 
resettlers * and perhaps amongst their 'hosts* 
as well. 

At the broad policy level, it should also 
be noted that the commitment to maintaining 
communities and families intact, which is 
a part of most resettlement and relocation 
policies today, makes important sense in 
mental health terms. Families and social 
networks provide crucial buffers to the losses 
and stresses associated with dislocation, and 
maintaining such networks appears to be 
important for reducing mental health 
problems. 

Innovative Public Health Measures 

At the level of public health commitment 
to prevention of mental health costs, it should 
first be noted that providing compensation 
for loss of land and property-whether 
through cash payment or providing new 
land-is a necessary but not sufficient 


component of resettlement and relocation. 
It is a particularly painful irony when great 
effort is made to provide land and basic 
services to compensate oustees, only to find 
a terrible rise in demoralisation and social, 
behavioural and mental health problems 
within a few years of resettlement. If land 
and housing are provided, but alcoholism, 
family violence, and the loss of children to 
delinquency results, can a government or 
resettlement agency be said to have met its 
responsibilities? If these problems are 
preventable with appropriate planning and 
interventions, is a government not even more 
culpable? 

Prevention of such problems begins with 
a recognition that implementation is ascrucial 
as planning. As M S Gill (1995:258-59) 
noted about his experience in the Narmada 
project, “Despite the presence of the required 
ingredients of a potentially successful 
resettlement and rehabilitation programme, 
the actual success of resettlement will be 
determined by the course taken in 
implementation, which is inherently a 
complex process'*. It is thus crucial that 
mental health concerns be integrated into the 
process of implementation, that it be seen 
as belonging to each stage of planning and 
administering resettlement of communities, 
and that a long-term view be taken. 

Mental health concerns should dictate a 
widely inclusi ve process of planning, a value 
that seems obvious in a democratic society 
but which is all too seldom put in practice. 
Mental health concerns also dictate support 
in meeting the everyday needs of those 
resettled in the early days of their relocation. 
The sheer change in routine, the absence of 
usual sources of water and fuel, the lack of 
certainty about how to plant crops or find 
fodder - all of these can lead to increased 
depression and anxiety, can make social 
relationships more difficult, erupting in 
violence, and can generate despair. Those 
who have worked with immigrants find that 
very practical help is often a crucial part of 
mental health prevention activities. 

Consideration should also be given to 
developing community-focused approaches 
that have been found successful for 
integrating refugees into communities. Such 
programmes involve a blend of preventative 
and curative actions, and often feature three 
elements: (1) facilitation of group contact, 
discussion, and the sharing of experiences; 
(2) practical assistance in such areas as 
childcare and income-generation; and (3) 
the provision of more intensive, individual 
assistance (usually by referral) for those in 
appropriate need. Group discussions may 
sound hopelessly North American, but 
experience indicates that training peer 
facilitators and bringing together groups - 
of women, men, adolescents, for example - 
to discuss their experience, work through 
their anger and grief, and to provide one 
another practical advice about solving 
problems can be a crucial feature of primary 
prevention programmes. 


Mental Health Services 

At the level of mental health services, it 
is disturbing to read policy statements 
indicating that schools and primary medical 
care should be provided to resettlement 
communities with no mention of mental 
health services. One thing is obvious: 
resettlers will bring social, behavioural and 
mental health problems to primary care 
settings at higher rates and of greater severity 
than the average primary care practitioner 
is trained to manage. Specialised training 
should be provided to primary care workers, 
using models developed by the World Health 
Organisation [Sartorius and Harding 1983] 
and previously instituted experimentally in 
India. And a consultant psychiatric specialist 
should be provided to help supervise primary 
care workers in this role. 

Successful interventions depend upon 
early recognition of problems. This requires 
that clinicians be well trained, but also that 
they develop outreach programmes to inform 
school teachers, social service specialists, as 
well as community members about the forms 
that mental health problems can take in 
situations such as these, and to indicate 
when and how medical specialists may be 
useful m addressing these problems. 

IV 

Conclusion 

Mental health problems are an inevitable 
cost of resettlement and relocation 
programmes. They should be recognised as 
such by planners. Mental health problems 
are certain to be exacerbated by resettlement 
done poorly. If planning does not involve 
the affected communities, if ongoing services 
are not provided to communities in the first 
months and years of resettlement, and if 
effective health services are not available, 
the cost is likely to be magnified many times 
over. It is my conclusion that a resettlement 
policy should explicitly address the mental 
health needs of populations affected, and 
that we now have the knowledge to draft at 
least the broad outlines of the mental health 
dimensions of resettlement and relocation 
policies. 

Notes 

[This paper war presented at a workshop on 
'Displacement and Resettlement*, held at the 
Delhi School of Economics on January 21-23, 
1995.] 

1 There are close to seven million refugees in 
Asia (hosted predominantly in Pakistan and 
Iran) and close to five million in Africa 
(predominantly across central and eastern 
regions). Thus, while much has been written 
about refugees resettled into industrialised 
nations in the west, such refugees are atypical 
in global terms. Less than 17 per cent of the 
world refugee population resides in the 
countries of western Europe, the US, Canada 
and Australia. See Kleinman et al 1995: ch 6. 

2 See Lumsden 1993 for a review. 
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Dislocation and Rehabilitation 

Defining a Field 

VeenaDas 


Three different but interrelated sets of issues in resettlement research in sociology/social anthropology are addressed here. 
The first set deals with the manner in which the disciplinary orientations of anthropologists have privileged certain questions . 
The second set addresses the relevance of research on questions of social policy. And the third set delves into the problematic 


area of priorities in research , and ethical issues influencing public policy. 


THIS paper considers the major issues on 
rehabilitation and resettlement from the 
sociological and social anthropological point 
of view. The field of rehabilitation and reset¬ 
tlement studies is now well established in 
these disciplines but it has to be remembered 
that systematisation of anthropological 
theory on these issues and their relevance 
for policy application only happened in the 
late 1980s. This docs not mean that case 
studies of particular resettlement projects 
were lacking but that the constitution of a 
'field* of studies crystallised around this 
time. 1 

1 propose to raise three different but 
interrelated sets of issues in relation to reset¬ 
tlement research in sociology/social anthro¬ 
pology. The first is the question of how the 
disciplinary orientations of anthropologists 
have privileged certain questions. This is not 
to say that the anthropological issues are 
framed within an overall consensus of theory 
and method, but rather to suggest that the 
different subject positions that anthro¬ 
pologists have taken have been informed by 
the mode of production of knowledge in 
social anthropology. I would also like to 
consider how ideas have moved from one 
discipline to another and the new kinds of 
lives that they have acquired in the course 
of these travels. 

The second set of issues pertains to the 
relevance of this research into questions of 
social policy. In the international symposium 
on involuntary resettlement held in Zagreb 
in 1988, it was stated that anthropologists 
had a responsibility to bring the plight of 
communities that had been resettled due to 
dam construction, rural development pro¬ 
jects, urban renewal and development, and 
implementation of political programmes, into 
the light of day and to influence policy¬ 
makers including international funding 
agencies in favour of such communities. 
Many scholars believe that within funding 
agencies such as the World Bank, the role 
of anthropologists has been crucial in 
rethinking policy on large dams and other 
development projects. In India, social scien¬ 
tists have collaborated to influence state 
policy on rehabilitation, social forestry, 
and social development. There are interes¬ 
ting issues of consensus and conflict within 
the scientific communities that have im¬ 


portant implications for theorising on 
policy-making. 

The third set of questions pertains to the 
priorities in research. How do we frame our 
questions so that sounder empirical data is 
generated? Equally important is the question 
of the wider range of positions from which 
ethical issues influencing public policy can 
be debated. It is obvious that I am assuming 
the entanglement of facts and values for 
discussing both scientific and ethical issues, 
although I am aware that many social 
scientists continue to write as if the fact/ 
value distinction can be upheld not only for 
particular propositions but for whole dis¬ 
courses, whether scientific or ethical.*' 

Anthropological Orientations 

There has been much debate in recent 
years on the manner in which the object is 
constituted in anthropological research. Since 
the pioneering work of Cangueilhem' on the 
history of science we know that the object 
is not given but is constructed according to 
the manner in which a discipline configures 
questions of the normal and the pathological. 
The following observations are relevant for 
the manner in which theory and method in 
anthropology informs the construction of 
the ‘field' of resettlement studies and its 
corresponding object or objects. 

First, anthropology has always been an 
anthropology of the here and the now. As 
I have stated elsewhere, this refers to the fact 
that the mode of production of knowledge 
in anthropology is the mode of intimacy. 
The ‘here’ refers to a society which the 
anthropologist has travelled to and lived in, 
and the ‘now’ refers to the privileged place 
given to the present although the present is 
always constructed as a spectral present. 4 
The knowledge generated through this 
process has had the advantage of providing 
thick descriptions of lived local worlds and 
to focus attention on local knowledge. 5 Since 
the mid-1980s however, anthropologists have 
become much more aware of the theoretical 
limitations and the politick! dangers of an 
inflexible hoiism while producing ethno¬ 
graphy of modem societies. As Marcus stated, 
the production of the kind of ethnography 
which would be sensitive to the world his¬ 
torical processes, “entails the writing of 
mixed genre texts... which would be sensitive 


to both, the inner lives of subjects and tl 
nature of world historical political eat 
nomy’* A This shift of focus in which tl 
local is to be understood within the comes 
of not only the regional and the nation 
levels but in the context of the intensificatte 
of processes of globalisation, has brougi 
social anthropology much closer to sociotof 
as a discipline. Hence resettlement studii 
need to address the global processes with! 
which both displacement and resettleme 
have come to be studied and implements 

The second observation follows from tl 
first and relates to the attempts in sod 
anthropology to reflect upon the nature < 
anthropological authority and the methoi 
through which this authority is produce 
This has vital implications for the unde 
standing of new social movements especial 
on questions of representation. In the fie 
of resettlement studies, the question of ho 
best to evolve structures through which tl 
‘interests’ of the persons who are facii 
displacement may be represented is of pit 
sing concern and many anthropologists ha 
struggled with the question of the role 
the anthropologist in this context. 

How Do We Constitute the Object? 

In the light of these observations let 
then first look at the constitution of t 
category of displaced persons and involu 
tary resettlement. A number of scholars ham 
recently suggested that the term ‘envil 
mental refugees* may be used to refer m 
only to those who have been displaced di 
to development projects but also to JP 
categories of persons who have been Jj 
affected by drastic and irreversible envinj 
mental change that they cannot sustain th( 
ways of life in their original habitats, ( 
recounting the major issues taken up in I 
Zagreb conference, de Wet (op cit) into 
duced the problem in the following wort 
“Since World War II. many communitj 
all over the world have undergone res* 
tlement as a result of dam construction, ruj [ 
development projects, urban renewal fljj | 
development, and implementation of pq| 
tical programmes**. He went on to sta 
that the resettlement of these communitj? 
has been inadequately planned and poo# 
implemented leading to severe hun® 
suffering. % 
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The advantage of considering in a single 
inclusive category those who have had to 
migrate compulsorily because of depletion 
of food resources (environmental refugees) 
on the one hand, and those who have been 
relocated en masse by the state because of 
development projects or as a result of 
repressivepolitical programmes, on the other, 
is that it allows us to view the problems of 
structural coupling of these events in a 
society. 7 It points to the fact that what may 
look like voluntary movement may be caused 
by the desire to flee oppressive environmental 
conditions -especially to escape from hunger 
jand disease. On the other hand, in cases 
where compulsion is evident and i s associated 
with state and civil violence as in cases of 
ethnic cleansing, one often tends to be so 
.mesmerised by the facts of violence that one 
overlooks the everyday degradation of the 
environment which also compels people to 
.flee towards environments that arc con¬ 
structed as more secure. Hence, individuals 
are not in full control of their destinies in 
either case but neither are they completely 
passive 'quasi objects' on which state pro¬ 
grammes can be inscribed. A sharp dicho¬ 
tomy between voluntary migration and 
involuntary or forced displacement may 
prove to be an obstacle in understanding 
those processes through which agency is 
vested and deployed by the different kinds 
of actors involved in the process of move¬ 
ment and the ways in which the state may 
be either petitioned for fulfilment of local 
desires or resistance may be organised around 
it. Clearly ‘resettlement’ is an administrative 
category rather than a sociological one. and 
the task of the sociologist is to see how such 
an administrative category interacts with 
other morphological categories in a given 
society. While we cannot make a sharp 
distinction between forced displacement and 
what looks like voluntary migration to flee 
Oppressive conditions within the sociological 
framework - the administrative focus on 
classifying these into separate categories in 
order to create clear legal and administrative 
claims is important for any policy on rehabili¬ 
tation. As in all such cases, a classification 
is neither true nor false - it is useful or 
useless. It is when administrative categories 
begin to be treated as sociological categories 
and vice versa, that we face serious problems 
of description and analysis. 

Many studies conducted by social anthro¬ 
pologists on the life world of people affected 
by development programmes as well as by 
political violence have been invaluable in 
phowing the interconnectedness of factors 
leading to disruption of everyday life, the 
threats to the security of economic activities 
and the mutation of these into domestic and 
ather forms of intimate violence. From 
another point of view, however, the special 
place assigned to the local level in anthro¬ 


pological research has obscured the inter¬ 
connection between different kinds of move¬ 
ments and the intersectoral relations that 
have to be considered when formulating 
policy on these issues. Jasper Ingersoll (cited 
in de Wet) has drawn attention to the fact 
that when considering the energy sector, 
there is an essential conflict between macro 
national level conflicts and micro project 
level interests. To bring these incom¬ 
mensurate interests into a relation with each 
other, so that they may be placed within a 
framework of comparison, seems to be a 
major issue of policy resolution. To take 
another example of how the interconnections 
between different kinds of movement may 
be crucial to frame the question, consider 
the relation between migration and urban 
resettlement. If environmental degradation 
of a local habitat has happened due to a 
combination of factors including population 
pressure, enhanced biomass needs, and 
depletion of resources due to past techno¬ 
logical innovations, people may be forced 
to migrate for survival. As in the case of 
several parts of the Nepal Himalayas, drastic 
reduction in calorie consumption was 
correlated with massive migration from the 
hill to the Terai regions. This migration into 
areas of perceived opportunity then puts 
pressure on the places to which migrants 
have moved, such as urban centres. The 
resultant demands for such services as road 
development, supply of electricity and water 
supplies to unauthorised colonies, inevitably 
lead to displacement of rural populations in 
those areas. As Cernea* has stated, policy 
problems relating to urban resettlement 
projects arc acute since the population of 
third world cities is increasing at an alarming 
rate and resettlement is inevitable if services 
and roads are to be made available to people. 
Unfortunately this structural coupling, to 
use the phrase of Luhman, is not often built 
into anthropological comparisons of reset¬ 
tlement, due to the dominance of the local 
paradigms in their research. 

The second important gain to be had from 
thinking in more inclusive rather than 
exclusive categories is to capture the simi¬ 
larity of the temporal processes, underlying 
the experience of political refugees, of dis¬ 
placed persons and of environmental refu¬ 
gees. Scudder and Colson 1 * proposed a four- 
phase model of resettlement on the basis of 
their long-term work on the Kariba dam in 
the Gwembe valley. The four phases were 
- learning about relocation, actual relocation, 
transition, and resettlement. They thought 
that the first two phases were marked by risk 
avoiding behaviour. In the transitional phase, 
the risk taking aspects had to be balanced 
with the risk avoiding strategies - thus many 
resettled people in the Gwembe valley stuck 
close to the earlier behaviour in dealing with 
the new environment, while others began to 


look at the new opportunities that the move¬ 
ment into the new environment had pro¬ 
vided. The final phase when resettlement 
has occurred, could be described in terms 
of a variety of unintended consequences. In 
the initial phases of the movement, the 
mortality and morbidity figures seemed to 
have risen, which were later brought down. 
However, systematic comparison with the 
health status of the population in the pre- 
movement and the post-movement phases 
was not possible since health statistics in 
pre-settlement phases were not available. 
Scudder and Colson do note, however, that 
the Gwembe had the experience of dealing 
with adversity either through migration, or 
through management of resources during 
hunger periods which may have helped them 
to adjust to their new circumstances. The 
consequences on the social life of the com¬ 
munity were of different kinds. There was 
a greater diversification of the community 
since cash received in compensation could 
be invested in production assets or accumu¬ 
lation of consumer goods that led :o status 
differentials. In some cases the prestige of 
the medicine men suffered serious setbacks 
since they could not deal with the new shades 
i n the resettled colonics. The relation between 
men and women showed new tensions since 
the men had lost some ol their prestige in 
the eyes of the women for their apparent 
inability to protect women from being re¬ 
located to new sites. There was also greater 
incidence of alcoholism and substance abuse. 

Scudder and Colson, however, warn 
against the notion that the changes were all 
negative. For one, the Gwembe got involved 
with national politics in a way that was not 
previously possible. For another, new school¬ 
ing and career opportunities became available 
and significantly altered the life prospects 
of the younger generations. Finally, though 
there is evidence of enhanced domestic con¬ 
flict, the dispersal of cohesive kinship com¬ 
munities may have loosened some of the 
hold of affinal kin over women - eg, widows 
refused to be inherited by the male kinsmen 
of thcirdcad husbands ifthey were not living 
in the area. It is obvious that different sections 
of the Gwembe were differentially affected 
- and in order to characterise these changes 
as positive or negative, one would have to 
clearly articulate the criteria by which one 
evaluates these changes - a point to which 
1 shall come later. 

To model resettlement in terms of a 
temporal phenomenon has several advan¬ 
tages. It allows us to see how the behaviour 
of the people who are facing resettlement 
may vary according to the phase - in fact, 
the kind of stress to mental health, the kind 
of environmental risks to which they may 
be exposed, as well as the active coping 
strategies that they may evolve are better 
described in temporal terms rather than in 
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cssentiahst terms Not only the behaviour 
of the affected population but also the relation 
between ideological formulations and pra¬ 
ctices of social movements may be shown 
to have a temporal process I hesitate to 
descube this in terms of the development 
cycles so dear to anthropologists, but clearly 
if one follows sociologists such as Allain 
Tourraine 10 then the possibilities of a reflexive 
relationship between different components 
of the movement would point to the need 
of understanding soctal movements as move 
ments in time rather than as static entities 
In the context of resettlement projects in 
India the very differences of perception and 
consequent social practices of the several 
NGOs in such cases as the Sardar Sarovai 
Protect invite anthropological icflcction on 
the nature ol such social movements 
It is well known that the iwo major NGOs 
the Arch Vahini and the Narmada Bachao 
Andolan look radically difleicnt stands on 
the consequences of the Sardar barovar 
Proje*. t for the atfec ted people and the people 
of the regions involved What has not been 
sufficiently analysed in this context is the 
entire proi i\s hy which each group evolved 
formed alliances formulated ditfeicnccs and 
came into open conflict with each other 11 
There has been a lot of bitterness among the 
dilfcteni NGOs and Voluntary Action 
Groups on tins issue What is dear from a 
sociological perspective is that the vanoi* 
social formations gathered togcthci undci 
the title ol tribal groups have a heterogeneity 
of intciests which is sought to he homo 
genised hy the assumption ol authonty to 
icprescnt all gioups by li aders of each ol 
these oiganisitions While the Naimada 
Bachao Andolan was muc h more sue i ssful 
m claiming international attention and was 
also much more undet attack by the agencies 
of the state the Arch Vahini iccuved no less 
local support According to Dhagamwar 
MARG another Voluntary Action Group 
which was more interested in providing in 
formation to local people so that they could 
arrive at intoimed decisions autonomously 
was asked to leave the field by Icadcts of 
the Narmada Bachao Andolan 
Two points of observation may be in order 
First the temporal phases within each of 
these organisations and between them cannot 
be seen tn terms of mechanical succession 
Vidyut Joshi of the Arch Vahini, has des¬ 
cribed the processes by which NGOs in 
Gujarat first rejected the resettlement 
packages that were offered, then combined 
together to demand belter resettlement 
packages and only after having wicstcd what 
are regarded to be appropriate deals from 
the government, agreed to be associated 
with the rehabilitation process In the final 
phase the activities of Arch Vahini consisted 
of transmitting information about the reset¬ 
tlement packages and forming intermediary 


bodies between government officials and 
the people affected to monitor the actual 
processes of movement At each point in 
these transitions there seem to have been 
important arguments and counter arguments 
within the different components of the 
movement, the very process of bringing 
about unity among the different NGOs 
working in Gujarat - both those formed to 
work with the oustces and the earlier 
movements such as the Sarvodaya movement 
- point to the manner in which issues of 
agency in the movement would have to be 
addressed Taking a radically different view 
of the status of resettlement packages is the 
Narmada Bachao Andolan. which has con 
tentrated on the building of resistance among 
iftccied tnhal groups to the building ol the 
Nai madadam Its own strategics of resistance 
have been considerably different from that 
of the Arch Vahini In addition to using 
courts of law, influencing international and 
national opinion its strategies has also used 
fasting and threats of collective suicide to 
stop governmental action on the Sardar 
Sarovar project Clearly, the two movements 
would perceive the transitions from one 
phase to the other in the resettlement process 
in very diflcrent lights While both move 
ments see themselves as speaking on behalf 
of the affee ted tnbal groups, there are senous 
and urgent questions about representation 
about the relation between local and global 
knowledges in the description of events as 
well as the question of how diverse and 
heterogeneous interests, especially those of 
the leaders and the followers, are to be 
wielded together in the emergence of social 
practices 1 ct me immediately add that the 
question is not that of authenticity hut of 
creating a political space in which one 
proceeds f rom the assumption that no group 
can claim a monopoly over truth and yet 
hopes to amve at meaningful collective 
action 12 

What has been said of social movements 
may also be said of the state First the 
interests of the slate are not monolithic In 
fact the differences in the attitude of the slate 
governments of Gujaiat and Madhya Pradesh 
point to the fact that whether industry is 
organised enough in a region to take ad 
vantageof a panic uiar developmental project 
would determine the extent of state suppon 
and political will to implement the project 
Second the fate ol resettlement packages 
also depends upon the extent to which social 
support groups including NGO movements 
arc developed enough to monitor the com 
mumcalion and implementation ol these 
packages As Ramchandra Guha has shown 
in relation to the history of forestry the 
albanco between the state and di I icrent ki nds 
of class interests cannot be defined in dctei 
mi nistic terms but shows elements of lac tical 
allegiances that have to be established 


through analysis of state policy and practice. 
Third, the role of the state in everyday 111 
is a sadly neglected topic in Indian sociolog 

- but a conceptualisation of resettlement« 
a temporal process would involve lookm 
at state practices at every stage of the proces 

Hftfrogeneitv and Resettlement 

There are three kinds of heterogeneity thl 
affect the framing of issues of resettlement 
Anthropological studies have not alway 
been successful in keeping this heterogencty; 
in mind 

First, different kind of projects result il 
diftcient segments of the population beip 
affected Thus it is not only large dams bu 
also canals forest logging mining opera 
tions urban redevelopment road construe 
lion etc which can load to either in voluntary 
or voluntary resettlement The World Bank': 
policy statement recognises this and statej 
that ‘Such projects contribute to genera 
welfare and may be critical tor national Oi 
regional development but measures mus 
he taken to protect the life, welfare, am 
lights of those displaced*' 14 Similarly 
S Parasuraman 1 ' has been meticulous in thi 
use of the comparative frame in his vanoui 
writings on the experience of rcsettlemen 

- comparing resettlement processes set u 
motion hy industrial development, imgatioi 
projects mining projects and urban develop 
mcnl It is perhaps because of the strong tu 
between anthropologist and locality 16 tha 
others have not looked at this issue withtl 
sue h a comparative frame - m tact the whitt 
paper ol the AAA on resettlement focuse! 
on laigc dams and their c onscqucnccs alone 

Second there may be a carving out oi 
smaller catcgoncs within the general category 
of project affected people for spec lalattentior 
of policy makers In the case of the Work 
Bank policy statement the 1980 manual oi 
the social issues on involuntary rcsettlemen 
did not make any special mention of triba 
populations but in a new manual publisher 
in 1982 the tnbal populations came in foi 
special mention and special protective 
measures were devised to protect triba 
interests It appears to me that the discourse 
through which categones such as tribes comd 
to be defined and distinguished from othert 
affected categones living in the same habitaf 
(c g the forest communities as defined fol 
the Indian Forest Bill) needs to be analyse^ 
for it brings issues of the relation betweeqj 
global categories and local catcgoncs to th^j 
foie from j 

Third the processes of lcscttlcment havd 
a historical depth in Indian society that tcnd<] 
to be missed in the discussion of these issues J 
The peculiar division of laboui betweert 
hislonans and anthropologists has mean^ 
that the historical experiences of movement^ 
of people, as loi instance in the processes! 
of resettlement in the (anal colonics in thefj 
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unjab in the early 20th century, do not get 
blit into their analytical frames. This gives 
nthropologicai descriptions an unusually 
odentaristbias. Mechanistic and literal inter¬ 
relations of myths of origin and sacred 
eography are used to prove a long and 
inchanging relation between a particular 
,Tcnip and its habitat. 

Synchronic and Diachronic Comparisons 

At this stage of resettlement studies in 
ndia, it is important to introduce the com¬ 
bative perspective, both in synchronic and 
liachronic terms. A synchronic comparison 
would enable us to see how resettlement 
policies may be shaped to address the 
variations in outcomes of several develop¬ 
ment projects ranging from industrial projects 
to irrigation projects. It may also help to 
focus on the fact that groups with different 
kinds of initial endowments would benefit 
differentially from these projects and to 
isolate those who become especially vulner¬ 
able to adverse consequences. The diachronic 
perspective would help to capture the 
irreversible changes, for example between 
tnan/land ratio, ecological scarcity, and 
changing structure of needs within which 
resettlement policies may beconceptualised. 
A diachronic perspective is also important 
to develop since policy statements both, at 
the level of national and international 
agencies emphasise the importance of inter- 
jtemporal comparison between groups which 
have been resettled in terms of such criteria 
'as increase in 'well-being*. 

i Comparison in a Synchronic Frame 

1 shall use case studies to argue that the 
'processes of rehabilitation are differentially 
| affected by the kinds of development projects 
' that lead to relocation of affected populations. 
'As is well known, the resettlement of affec¬ 
ted populations was not governed by any 
national-level legislation. Processes of land 
acquisition and compensation were governed 
1 by the Land Acquisition Act of 1894 which 
'lays down the provisions by which the 
government could requisition land for public 
. purposes and fix compensation for the land 
so acquired. In independent India, only two 
states have enacted legislation on rehabili- 
| tation while the COM and GOMP Acts deal 
| with displacement caused by irrigation 
1 projects. In addition there were government 
circulars and directives through which ques¬ 
tions of resettlement were administratively 
dealt with. Public sector industries were 
directed to provide one job for each house¬ 
hold from which land was acquired in 1967 
but this was not enshrined as a legal right 
and the policy of recruiting large number of 
unskilled labour from affected 1 ami lies often 
affected the economic viability of the project. 

A comparison between different kinds of 
industries shows that a policy of preferential 
employment coupled with the policy of skill 


generation can lead to greater economic 
diversification in the household's income 
generating activities. Parasuraman (op cit) 
shows that in the case of the Durgapur Steel 
Plant, nearly two-thirds of the affected 
households had one member employed in 
a permanent position in the Steel Plant. Due 
to the high wages in public sector as well 
as provision of other community facilities 
such as schools, and hospitals, the economic 
position of these households improved. In 
the partially affected villages, the employ¬ 
ment opportunities expanded and availabi¬ 
lity of cash ensured greater agricultural 
diversification and improvement. The policy 
of land redistribution in which CPl( M) played 
a major role brought "social relief to low 
caste households helping them to break away 
from dependence on high castes and large 
landowners". Similar conclusions may be 
drawn Irom studies on the impact of the 
Bhilai Steel Plant in Madhya Pradesh and 
the Jamshedpur Steel Plant in Bihar. Pre¬ 
ferential employment policies coupled with 
social welfare provisions especially related 
to education and health, lead to improved 
career opportunities as well as belter health. 
However, in the absence of positive policies 
of skill formation in the affected house¬ 
holds, the capacity to use the new economic 
opportunities may become severely restricted 
when the paternalistic policies of the public 
sector as well as what Maamkootani called 
the ‘mai baap’ syndrome of the company 
give way to the vicissitudes of u competitive 
market economy. The problems which de¬ 
serve special mention are those faced by the 
second generation in affected households, 
to which Parasuraman has drawn attention. 

In contrast to public sector industries, the 
impact of private mining operations on 
surrounding populations has been uniformly 
negative. This is because private mining 
companies undertook unscicntilic mining 
practices and while they displaced the sur¬ 
rounding populations, often consisting of 
large number of tribal groups, from their 
subsistence activities they did little to aid 
them in acquiring skills or the new dis¬ 
ciplinary requirements of an industry. 

As a conclusion one may state that in¬ 
dustrial and urban development projects need 
to consider rehabilitation in terms of the 
opportunities for skill enhancement and 
preferential employment. To conceptualise 
the affected populations purely in terms of 
landholders is not sufficient. An ecological 
environment, both rural and urban, provides 
opportunities for economic activities of dif¬ 
ferent kinds. There are resources over which 
rights of use may have evolved, but which 
are not made the subjects of ownership rights. 
This is well recognised now for the ‘forest 
communities' but may be equally true for 
the fringe areas of an urban township. For 
example, in the development of the Bombay 
Port, the rights of fishermen castes to use 


the sea for fishing that provided both nutri¬ 
tional support and some cash resources was 
seriously affected. Some of my own work 
on use of common resources in urban areas 
shows that many communities use common 
urban resources for their survival. 

Clearly, urban redevelopment schemes 
affect different communities living on the 
fringes of urban societies in different ways. 
Resettlement policies would have to address 
these issues primarily in terms of skill en¬ 
hancement and employment opportunities, 
rather than purely as issues of land 
compensation. 

In recent years, much attention has been 
paid to the impact of new irrigation projects 
which includes not only building of large 
dams, but also canals and man-made lakes. 
A comparative review of this literature points 
ro the following conclusions. 

(1) The building of hydroelectric dams have 
affected millions of people who had to be 
relocated in all pans of the world. Such 
projects arc systemic in their intended and 
unintended consequences. 

(2) The intensification of agriculture as a 
result of building of dams as well as the 
reaction of perennial canal irrigation, has led 
to agricultural prosperity but this prosperity 
has been differentially distributed. At the 
national level the concern with food security 
and prevention of famines has led govern¬ 
ments lo press for such public projects. It 
has to be remembered by the most severe 
critics of the Green Revolution that food 
security is strongly tied with economic well¬ 
being as well us the legitimacy of political 
institutions. Food security at the national 
level however docs not mean food security 
at the household level which is why the local 
level needs to be analysed in its own terms. 

At local levels, households with initial 
endowments such as land and requisite skills 
have been able to benefit from these projects 
of agricultural intensification and diversifi¬ 
cation. However, small landholders, pastora- 
lists, communities which depend upon the 
forest fur food security especially during 
times of shortage have often been adversely 
affected by displacement. 

(3) Whilecnhancedagricultural productivity 
may have improved different kinds of 
objective goods, the large dams have also 
resulted in new diseases or in the spread of 
localised diseases to new locales - the best 
examples of this being malaria and schisto¬ 
somiasis. The toll on mental health has been 
very rarely documented, but feelings of 
depression, increased alcoholism and sub¬ 
stance abuse have been noted among reset¬ 
tled populations. However, since comparison 
of health status in a systematic way has been 
rarely undertaken, we have very crude figures 
and descriptions to evaluate these changes. 

(4) There arc unintended consequences of 
both prosperity and adversity, as with any 
processes of social change. I earlier gave the 
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example of women in the Owemba valley 
refusing to be inherited by the kinsmen of 
their dead husbands One of my students, 
Seiko Sabatino is engaged in a study of how 
canal irrigation in a village following the 
KBP project in Tamil Nadu, led to changes 
in the kinship and marriage practices of the 
vellalacommunity She shows that the greater 
cash inflows were invested by thecommumty 
into a vellala school and college The local 
availability of education encouraged women 
to seek education so that her census of the 
female population among the vellalas shows 
that while there is zero literacy among women 
over the age of 50, the community has 
achieved 100 per cent literacy in the age 
group of women below the age of 29 This 
has in turn affected traditional patterns of 
marriage with greater demands and invest 
ment in dowry increase in marriage distance 
as well as increase in the number of self 
arranged marriages Some of these arc results 
of the enmeshing of resettlement (in this 
case it was voluntary movement ot the Vellala 
hamlet to new sites) with general processes 
ot change but clearly how one evaluates 
these changes would depend upon the method 
of evaluation one employs Critics of moder 
nisation may see in this the destruction of 
traditional life styles Those who think in 
terms of objective substantive goods and 
count literacy as one ot these goods would 
rejoice at greater opportunities being offered 
to women Desire theorists would recognise 
that needs and desires alter as alternative 
rationalities become available to a com 
munity 

Diac hronic Comparison 

In this section 1 wish to point to two 
fundamental questions about resettlement in 
a diachronic perspective I stated earlier that 
processes of relocation ot populations have 
a long historical record in India The point 
ot relevance for understanding resettlement 
projects m the contemporary period is that 
from the time that canal irrigation was 
introduced as a positive policy measure in 
the Doab area by British in 1857 to today, 
the context of agriculture has completely 
altered For British policy, the issue was of 
moving populations into areas which were 
sparsely inhabited by attracting peasant 
cultivators to the new areas so that British 
military operations could be financed by the 
revenue generated 17 Today, the question is 
of fashioning resettlement policies in the 
context when population pressure has led 
communities to resort to voluntary migration 
for survival Clearly thequestion of providing 
land for land as compensation has to be 
viewed in this context, since surplus waste¬ 
lands may not be available or may be of 
degraded qualities Second, economic di ver¬ 
sification and enhanced economic oppor¬ 
tunities through alternate careers has la be 
considered not only in terms of state policy 

Economic and Political Weekly June 15, 


but also in terms of changing local needs 
and desires 

The second question raised by issues ot 
diachronic comparison is the issue of 
evolving a method by which pre-settlement 
status of communities could be compared 
with the post-settlement scenarios It seems 
possible from the existing literature that the 
pre-settlement scenario among different 
tnbal communities is very different In some 
regions such as Maharashtra the monitoring 
of affected populations shows high rates of 
calorie consumption and the ability to 
generate enough resources from subsistence 
farming and use of forest products to achieve 
a reasonably satisfactory standard ot nutn 
tion In other cases asm Alirajpur described 
by Amita Bavtskar ,B the tnbal population 
show* m her own words 4 a dismal picture 
in terms of vanous human indicators ’ such 
as literacy ratesandlifeexpectancy Although 
she has not provided us with any information 
of the exact consumption patterns or morta¬ 
lity and morbidity figures it seems safe to 
assume that local knowledge cannot be said 
to be sufficient to promote these objective 
goods Ecological scarcity may further erode 
the food availability and adversely affect the 
nutntional requirements ot the population 
Hcncc the question is of protecting popula 
tions which are already very vulnerable to 
disaster rather than that ot displacing affluent 
populations by development projects 

A thud issue arises when we compaie the 
changes in local life worlds which cannot 
be evaluated in economic terms For example 
even if households become more affluent as 
a result ot agricultural intensification con 
sequent upon irrigation in an area how can 
one compensate them tor the loss of all the 
cultural symbols with which their lives were 
enmeshed il they have been relocated to a 
new area 7 While it does not seem to me to 
be possible to resolve this issue it raises 
important questions about 'culture as an 
administrative anti legal value on which I 
would like to make a lew observations 

CULIURF AS VAL11 N ADMINISTRATE 
Disc OlIRSf 

One of the most fascinating texts to use 
the concept of culture as an administrative 
category in recent ycais is the section on 
Resettlement and Human Rights in the lnde 
pendent Review by Morse and Brody ,v As 
mentioned earlier the World Bank formu 
lated a policy by which tnbal peoples or 
indigenous peoples (the terms arc used inter¬ 
changeably) were mentioned as a special 
category of oustecs who had special claims 
over and above those that were earlier desig 
natedas forest communities These claims 
were said to be nased on the notion that the 
traditional life ways of tnbal people would 
be adversely affected by development pro¬ 
jects The underlying assumption was that 
such tnbal cammunitics could be easily 
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distinguished from other forest dwelling 
communities The Morsc-Brody report states 
that “Concern for such groups is an aspect 
of the world's increased awareness of how 
isolated cultures have all loo often paid an 
appalling pnee for development The mecha* 
msm by which they become separated from 
their lands and become stnpped of their own 
cultural integnty are all too well known " 
Hie burden of the Morse-Brody report is 
that the affected groups cannot be simply 
treated as forest dwelling oustees', which 
was the term used by the legal experts m 
the mission sent by the World Bank in Apnl 
1987 to assess whether the submerged 
villages constituted tnbal groups under the 
World Bank s definition Since the point 
about subsistence farming and low energy 
economic systems through which tnbal 
groups were sought to be distinguished, 
could he applicable to other communities 
living near the forest further the extent of 
dependence ot these groups on forest pro¬ 
ducts can be shown to have decreased with 
alternate food sources becoming available, 
the crucial element m the definition of a tnbe 
becomes that of isolation' and separate 
tnbal culture It would not be appropnate 
in this paper to deconstnict the manner in 
which ethnographic authority is constructed 
m this report to prove that the cultural 
histories of the tnbal groups is distinct and 
that despite the kind of relations that such 
gioups have maintained with the wider Hindu 
society they can be said to have a distinct 
culture similar to that of indigenous groups 
in Australia or the Amencas A few examples 
uted a<> evidence of the status of the groups 
as tribal would have to suffice 
According lo the report the tnbal people 
in the submergence zone avoid purchase of 
fertilisers and rely on cow dung The villages 
are isolated since the urban facilities are at 
least 10 kilometres away there is a clear 
ethnic difference between tribal groups and 
others in this society As evidence of their 
timeless relation to the place, their myths 
of origin which speak of their relation to 
Goddess Narmada, and their distinct religion 
wis established by the members of the 
commission after they visited a shamamc 
ceremony in which tnbal deities were 
propitiated' Finally many tnbal groups had 
not even heard of the nationalist movement* 
It would be obvious to most anthro 
pologisis that it is difficult to take this time¬ 
less essentialist pnmordialist definition of 
tribe seriously Each ol these features cold 
be applied to other communities - for in¬ 
stance the Hindu communities living in 
Nepal oi Garhwal What is suiprising is that 
this passes for history not only in the report 
but also in the submissions made by some 
anthropologists The report states that they 
were told by some anthropologists that 
'originally many of the Bhils and Bhilals 
dwelt m plains and were pushed into die 
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hills, first by successive Arya invasions and 
then by stronger agricultural castes* 1 . What 
I suspect has happened is that the complexity 
of description found in the anthropological 
monographs on tribal groups has had to 
yield to ready-made myths in favour of 
current political rhetoric. 

Take one example. The report quotes a 
submission made by Felix Padel on the 
separate culture of the tribes in India. In his 
recent monograph, Padel states that “Tribal 
religion is not sharply distinct from Hindu¬ 
ism. and was patronised by Hindu rajahs to 
whom tribes generally gave ritualised 
allegiance, tribal myths have clear connection 
with Hindu mythology. Adivasis travel from 
far around to take part in certain Hindu 
festivals. The tribes of Central India are 
similar to castes, inasmuch as they are 
described by the same word jati (caste or 
race), and are often ranked by a similar 
association between status and purity. In 
these senses tribal people could be said to 
be Hindus ... Yet their differences from 
Hindus are conscious and conspicuous, in 
some contexts or areas they call them¬ 
selves Hindus, in others not” (p 17), 20 Thus 
what is a contextual identity for Padel 
becomes an essentialist one for the writers 
of the report. 

Underlying the text of the report I suggest, 
is a subtext in which the tribe is constructed 
in opposition to nation. Hence there are 
special obligations to protect the culture of 
isolated groups from the threat posed by 
larger entities such as nation and reference 
to the isolation of tribal groups from the 
nationalist movement. 21 The concept of 
culture is made to do very dangerous work 
here for we must not forget that it is by 
evoking the notion of cultural integrity and 
autonomy that some of the most repressive 
practices of social groups (not only tribes) 
may be legitimised. In the context of Europe, 
the Americas, and Australia, where cultures 
of indigenous groups were indeed decimated 
due to forcible conversions to Christianity, 
practices of hunting aboriginal populations, 
and wars were waged against them, it makes 
sense to talk about the threat to the integrity 
of their cultures - need we assimilate all 
other local experiences and national histories 
to this dominant paradigm? 

At this stage one must ask how the concept 
of culture may be of use in thinking about 
resettlement policies? 1 have engaged else¬ 
where in an extensive discussion on the 
problems of extending the technology of 
rights to include culture. 22 In part this stems 
from my awareness of the struggle waged 
by women in such diverse societies as South 
Africa, Iran, Pakistan, India, and Quebec 
against attempts to curtail their freedom in 
the name of cultural rights. Most anthro¬ 
pologists are aware that the notion of culture 
is one of the most contested sites not only 


between state and community but also within 
a community itself. 

But of greater importance is the fact that 
the social movements in India have been 
struggling to evolve a different notion of 
nation itself, by which different kinds of 
groups and categories of people could open 
up political spaces in which they could 
petition the state and influence its policies 
towards local needs and desires. Such 
participation in the critiques of the state and 
in providi i* alternate formulations as witness 
m the evolution of participatory structures 
of management as 'van 1 panchayats, pani 
panchayats, or literacy movements, can 
transcend the current obsession with resis¬ 
tance as the only mode of responding to the 
normalising power of the state. 

Elsewhere I have lamented the fact that 
anthropology as a subject is being asked to 
play the role of a purveyor of dreams and 
being transformed into a discipline that 
promises to hold back time’s effacement of 
things; of protesting the present. I believe 
the seduction of such nostalgia would have 
to be overcome for anthropologists to pro¬ 
duce the necessary knowledge on the basis 
of which programmes of resettlement and 
rehabilitation could be monitored. 

Notes 

[Comments and criticisms by lhe participants in 
the Workshop on Displacement and Resettlement, 
where this paper was presented, are gratefully 
acknowledged. My special gratitude goes to Rita 
Brara for her supportive criticisms and to Jean 
Dre/e tor his help in conceptualising many of 
the issues relating to resettlement policies ] 
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Public Policy Responses to Development-Induced 

Population Displacements 


Michael M Cernea 


The forced displacement of populations caused by many infrastructural development programmes epitomises one 
category of disruptive changes that may occur as by-products of economic growth How should adverse consequences 
of development programmes be treated ? What are the actual response patterns that can be distinguished , encouraged 
or i ejected* This article addresses the roles and actual responses of mainly though not exclusively two of the key 
social actors that participate in this process , namely, social scientists and governments Population displacement 
calls for structured public policy responses as well as for continuous attention from social scientists 


BOTH history and daily experience teach 
us that development processes, be they 
spontaneous or induced, bring not just 
benefits True development is undoubtedly 
beneficial to very many people But develop¬ 
ment changes the status quo and such change 
usually entails social disruptions and un¬ 
desirable consequences tor some population 
segments Many policy-makers and planners 
hesitate to recognise the disruptive impacts 
of change and overlook them in planning 
Yet such likely adverse effects must be 
anticipated and candidly recognised foi 
acknowledging rather than denying them is 
the beginning of dealing responsibly with 
the inevitable disruption 

I 

Adverse Effects and Social Actors 

The torced displacements of populations 
caused by many infrastructural development 
piogrammes epitomise one category of 
disruptive changes that may occur as by¬ 
products of economic giowth But beyond 
the specific case of involuntary population 
resettlement, the discussion ot displacement 
in the present study touches upon a more 
general issue, namely, how adverse con¬ 
sequences of development programmes 
must be treated, or what arc the actual 
response patterns that can be distinguished 
encouraged ot rejected 

A practical way of organising the 
sociological discussion around this topic, 
then can be to consider the key ‘social 
actors’ that participatein this process, identify 
their positions, roles, and actual responses 
Ot course, this would take more than a 
limited-size paper such as this one. but a 
paper may be at least a beginning Thus, in 
any process of development-induced popu¬ 
lation displacement and resettlement the key 
social actors arc 

(a) the government that initiates, supports, 
and conducts public sector development 
programmes that cause displacement, 
alternatively, the private sector enterprises 
are the social actors in programmes that they 
initiate and finance, 1 

(b) the population affected by displacement, 
that must resettle, 


(c) the population that benefits from the 
same development programmes, 

(d) the agencies that actually plan and/or 
execute the development programmes, 

(c) the public groups (NGOs, advocacy 
groups etc) that take an interest in the social 
and environmental implications of public 
programmes 

(0 the researchers who arc studying such 
processes and provide systematic knowledge 
on the adverse elfects of displacement 

Sometimes th* adverse effects ot certain 
programmes are born more or less silently’ 
by those impacted, but other times a vast 
public debate emerges around them Ob 
viously, the latter is the case with population 
displacement Furthermore, the very way in 
which these ‘actors’ are defined can differ, 
and the above list, tor instance is definitely 
neither exhaustive nor the same for all 
situations But starting from the social actors 
is a practically effective way of deconstruc 
ting the entangled complexity ot the issues 
at stake and organise their examination 

In this paper I propose to examine only 
one ot the important themes of the current 
debate about resettlement - namely the 
public policy responses to forced displace 
ment, m light of the magnitude, social content, 
and seventy of the adverse effects that 
displacements have In addressing this 
theme, 1 will locus mainly, yet not exclu¬ 
sively, on only two of the key actors listed 
above those mentioned under (0 and (a), 
namely social scientists and governments 7 

II 

Social Research on Nature of 
Displacement 

Social scientists doing research on devc 
lopment processes are empirically informed 
about how development projects can make 
some people woise oft But social scientists 
all toooften speak to themselves histoncally 
they have been much better at recording 
ievelopment s tragedies than helping prevent 
them 1 have argued often [Cernea 1991, 
1993] that public policy responses to hard 
development issues can gain mutji from 
listening better to social research But it is 
important u state that social scientists 


themselves have to do much more to equip 
governments and public organisations with 
adequate practical and policy advice 

During the 1970s and first half of the 
1980s development research has given 
relatively little analytic attention to in* 
voluntary displacement and resettlement, 
despite a vast literature on the sociology of 
voluntary settlement This situation has 
c considerably changed m the latter half of the 
1980s and the first halt of the 1990s The 
debate within social sciences has been toined, 
and m f act has been exponentially broadened, 
by the much larger debate in the international 
media by public interest groups and by 
NGOac tivists a debate m which the Narmada 
Sardar Sarovar project became a high- 
visibility peak point, but is not the only 
focus The national and intemational debates 
around tnvolunu y k settlement have been 
much amplified by the growing political 
resistance and a.tive opposition developed 
in several countries by the key actors of this 
process - the populations to be forcibly 
displaced 

Involuntary population displacement and 
resettlement are frequent enough, big enough, 
complex and consequential enough, to ment 
the full mobilisation of the social science 
conceptual and operational tools available 
to address it For social scientists, this moans 
specifically to assist in (a) identifying 
specific disruptions caused by displacement, 
and (b) recommending policies and practical 
approaches to prevent avoidable displace¬ 
ments from happening and to mitigate the 
harmful effects of the unavoidable ones 

My argument in this paper is that social 
scientists, working either in academia or m 
governmental and development agencies, 
must expand their horizons to focus on public 
policy work, not only on discreet projecl 
interventions Policy development is the 
introduction ot constitutive rules about how 
to approach a major social process in terms 
of basic goals and compatible means Policies 
provide guidelines for allocating develop¬ 
ment resources in general, as well as foi 
structuring individual projects Turning 
social science knowledge about resettlement 
into organised ‘do's’ and ‘don’t’s’ - the 
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substance of policy prescriptions - for pro¬ 
jects financed by governments and inter¬ 
national agencies is as important as explain¬ 
ing resettlement's causes and outcomes. 

The way in which development oriented 
social science treats involuntary population 
displacement is in fact a good test of its 
ambitious claim: that sociological/anthro¬ 
pological knowledge can improve the 
formulation of development policies and 
operational approaches, so as to substantially 
enhancethebenefitsofinduced development. 
Internationally, applied and development- 
oriented social researchers recognise the need 
- but not always the potential - for trans¬ 
forming social science knowledge into the 
building blocks for public policy making. 
This matter is of great concern to social 
scientists in many countries - in India even 
more than in many others, and already for 
a long time [Namjoshi 1978; Joshi 1975]. 
1 suggest that this transformation can be 
thought of as a three-stage process: 

The first step is for social analysis to delve 
beneath the ethnographic surface to identify 
the macro-processes and local factors that 
must be addressed by development planners. 
This is social analysis in both its academic 
and applied forms. The second step is to 
formulate and recommend, based on 
accumulated empirical knowledge, the basic 
principles and normative content of relevant 
public policy. The third step, last but not 
least, consists of translating knowledge and 
pnnciples into a vocabulary of procedures 
(for planning, reviewing, supervising, and 
other process components) usable by 
governments and other relevant organi¬ 
sations. Doing this successfully requires 
understanding the given government's or 
organisation's set of rules, values, internal 
knowledge flows, incentives, every bit as 
much as grasping the field-level realities of 
the displaced people. 

The processes of large-scale displace¬ 
ments, discussed further, will document the 
need for the conscious use of social science 
analysis, as well as the difference that 
adequate public policy can make in dealing 
with such adverse effects of development. 

The social science definition : What is 
usually described as 'involuntary resettle¬ 
ment* consists of two distinct, yet closely 
related social processes: (a) displacement of 
people and (b) reconstruction of their 
livelihood; this reconstruction is sometimes 
called rehabilitation. Each has its own de¬ 
mands, risks, costs, logistics, and socio¬ 
cultural and economic effects. 

Displacement concerns how land and other 
major assets are expropriated and people arc 
removed, to allow a project intended for the 
overall social good to proceed. In real life, 
this is not just an 'expropriation’, a simple 
transfer of property in exchange of com¬ 
pensation. In sociological terms, it is a pro¬ 


cess of unravelling the existing patterns of 
social organisation and functioning of 
ongoing production systems and settlement 
units. Forced population displacement 
always creates a social crisis, and sometimes 
a political one as well. The disruptions it 
triggers are rarely equalled in the "normal" 
processes of development; I will return to 
this further below. 

Rehabilitation, in tum, refers to the fate 
of the displaced people after relocation and 
to the reconstruction of their patterns of 
socio-economic organisation. 

In theory, the two processes - expropriation 
and rehabilitation - are segments of a single 
continuum; m practice, the first does not 
automatically bring about the second. When 
people arc displaced by projects for 'right 
ol way', they lose either their land - in full 
or in part - or their dwelling, or both. As 
a consequence, the outcomes of resettlement 
may vary considerably from people's 
previous standards of living. Indeed, whether 
or not involuntary resettlement results in re¬ 
establishing people's incomes and liveli¬ 


hood depends largely on how displacement 
is planned and carried out. It also depends 
on whether resettlers are assisted to rebuild 
their livelihood. 

In India - a country tested by much 
population displacement and distinguished 
by a vast social science literature about it 
- this theoretical understanding has been 
refined, and two distinct concepts are used 
for the two post-displacement phases of this 
process: resettlement and rehabilitation 
(R and R). The Indian legal and sociological 
literatures uniformly emphasise that 
'rehabilitation* does notoccurautomaiically 
just after relocation [Fernandes, Das and 
Rao 1989; Joshi 1991; Mathur 1994]. Indeed, 
resettlement may occur without rehabili¬ 
tation, and unfortunately it often does.’ 

As it currently takes place, involuntary 
resettlement is also distinct from voluntary 
population movements. Voluntary mobility, 
including rural-urban migration, reflects 
people* s will ing pursuit of new opportunities 
and stimulates economic growth. In contrast, 
resettlement becomes involuntary when the 


Table 1. Number of People Affected by Major Dam Projects 


Dam 

Country 

No of People 

Already built 

Akosombo 

Ghana 

84,000 

Aswan high dam 

Egypt 

1,00,000 

Danjiangkou 

China 

3.83,000 

Kainji 

Nigena 

50.000 

Kossou 

Cote d'Ivoire 

85,000 

Mangla 

Pakistan 

90,000 

Nagbeto 

Togo and Benin 

12,000 

Portile de Fier 

Romama/Y ugoslavia 

23,000 

Saguling 

Indonesia 

65,000 

Sobradinho 

Brazil 

65,000 

Snsuilam 

India 

1,00,000 

Tarbela 

Pakistan 

86,000 

Currently under construction 

Almatti 

India 

1.60.000 

Itaparica 

Brazil 

50,000 

Kayraktcpc 

Turkey 

20,000 

Kotopanjang 

Indonesia 

20.000 

Narayanpur 

India 

60,000 

Narmada Sardar Sarovar 

India 

1,27,000 

Pergau 

Malaysia 

28,000 

Shuikou 

China 

81,000 

Tahtali 

Turkey 

12,000 

Then 

India 

1,05,000 

Yacyreta 

Argentina and Paraguay 

50,000 

Xiaolongdi 

China 

1.82,000 

Under design (or fust started) 

Casecnun 

Philippines 

4.000 

Gandhi Sagor 

India 

over 100,000 

Jiangya 

China 

18,700 

Kalabagh 

Pakistan 

80,000 

Karnali (Chisapani) 

Nepal 

55,000 

Longtan 

China 

73,000 

San Juan Tetelecingo 

Mexico 

22,000 

Soubre 

Cote d'Ivoire 

40,000 

Subomarekha (5 new dams) 

India 

80,000 

Three Gorges 

China 

750.000 to 1.2 mil 


Source: Based on data from project and public documents. Some projects were co-flnanced by the 
World Bank, others by bilateral aid. and others by domestic resources only. 
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choice to remain in place is not granted, both 
in rural and urban contexts, the forcibly 
displaced people (called ‘oustees’ in India 
and ‘resettlers’ in most other countries), are 
facing more risks than opportunities [Mathur 
1994 Ccmea 1994] 

What kind of development programmes 
cause involuntary displacements 9 Usually 
yet mistakenly, iorced relocation is seen 
mainly as a consequence ot constructing 
hydropower or irrigation dams In reality 
however several categories ol development 
interventions - and virtually all those 
predicated on major changes in land and 
water use - require mandatory population 
dislocation and resettlement 4 

Despite their major positive contributions 
such projects intrinsically embody and entail 
some political and economic c onflicts 1 hese 
conflicts occur because the long term 
national or regional interests served by these 
projects often cut across the immediate 
interests ot smaller groups local com 
munities or some individuals National 
interests and needs usually prevail especially 
against politically weak population segments 
Conflicts emerge because the gains expected 
trom Ihest projects m the long term some 
times impose losses and hardship in the 
short term Development can never be com 
plctely tree ot these types of contiadictions 
and conflicts 

Recognising that some degree ot displace 
ment cannot be avoided during dcvelopmcn' 
docs not mean however that induced 
development should accept it as a God 
given tragedy worthy ot little moic than a 
compassionate shrug of the shoulders Means 
of reconciling the conflicting interests are 
imperative and mu st be found Public policies 
and measures must be adopted to protect the 
interests and human rights ot those displaced 
by such projects to reconstruct their livcli 
hood and improve it, and lo redress losses 
by the local economy when incurred 

Quantified Indu ators of Displtu ement Is 
population displacement caused by develop 
ment a small-scale occurrence or is it of a 
magnitude that justifies wide concern 7 
Several indicators may be used to quantity 
the losses caused by displacement the 
number of people displaced from their 
houses, the number of people who lose all 
or part of their productive assets though 
their houses arc not necessarily lost 
employment losses, environmental losses 
costs of moving and so forth Aggregate 
statistics for these indicators are rarely, if 
ever compiled But the most important 
indicator - the overall number of people 
adversely affected - is significant not only 
in itself, but also as a proxy for the other 
indicators Dams remain a major cause of 
displacement worldwide (see Table 1) And 
as a result of urbanisation, forced relocation 
within urban contexts are multiplying to the 


point that the aggregate population dis¬ 
placements they cause surpass those entailed 
by new dams [Cemea 1994] 

Some populations are displaced also 
because governments attempt to reserve 
forests for production or conservation or 
protect other biosphere resources Tumbull \ 
(1987) study of a starving east Afhcan people 
displaced by a game reserve is perhaps the 
most well known example Lane and Pretty 
(1990) have documented the displacement 
ot Barabaig pastorahsts m Tanzania lo con 
vert grassland areas into large-scale wheat 
farms Sometimesevcn seemingly innocuous 
programmes (tor example, establishing an 
agricultural research center or budding a 
hospital necessarily involve land expropri 
alion depnving many families of livelihood 
and habitat' 

To analyse the resettlement implications 
of development programmes worldwide and 
to find better solutions to the severe social 
problems they raise the World Bank has 
initiated a major study* ot the experience 
accumulated in all 1986 93 Bank financed 
pio|ects entailing resettlement as well as of 
a number of resettlement operations outside 
Bank financed projects 1 had the privilege 
to lead the Bank s special Task Force created 
to carry out this study during 1993 94 Wc 
have analysed the socio-economic nature ot 
resettlement processes m various countnes 
their causes and scale the public policies 
and legal frameworks that arc in place tor 
are missing) tor regulating such processes 
their planning patterns and financing and 
the actual lesettlement implementation 
processes with their strengths weaknesses 
and outcomes Further in this paper I will 
discuss some ot this study s key findings 
and the Bank adopted decisions for 
improving resettlement operations 

Regarding the worldwide magnitude of 
development caused displacements wchavc 
found that involuntary relocation by major 
projects is particularly dramatic in densely 
populated Asian countnes that are engaged 
in powerful industrialisation and clectn 
ficaiion drives Based on International 
Commission ol Large Dams (ICOLD) and 
Woild Bank dau we have estimated that 
each year a new cohort of about four mil l*on 
people are to be displaced by the some 300 
large dams (above 15 meters high) that on 
average enter construction phase annually 
in the developing world, and primarily m 
Asia fWorld Bank 1994] In addition the 
same estimate concluded that a cohort of six 
million people is to be displaced by the 
urban development and transportation pro 
grammes that arc started each yeai Thus 
a total ot about 10 million people every year 
or at least 80 90 million people over the past 
decade, ha*c been displaced in developing 
countnes only as a result of infrastructure 
programmes for dam construction urban 


and transportation development tak 
together If investments in other sectors s 
included, this number is to be further i 
creased These huge proportions deft 
development-related displacements a$ 
social problem ot worldwide significan 
and concern 

Within the worldwide total of deveio 
ment c aused resettlement projects tinano 
by the World Bank account for a relative 
small but significant share In calendar ye 
1993 all projects in the Bank's actr 
portfolio account for some 3 per cent of C 
resettlement caused by dam constructH 
wotldwide and for about I per cent of t 
displacements caused by urban and trap 
portation projects in the developing wort 
in total these projects are expected to ent2 
the resettlement of two million people ov 
an eight year penod, 60 per cent of who 
arc concentrated in south and east Asi 
While limited in relative terms, the Bank 
involvement has a broader significance, f 
exceeding the sheer sue ot resettlement und 
Bank financed projects The mam rea*< 
for this is the Bank s innovative exphi 
resettlement policy which aswillbeshov 
further sets a clear goal - income restoratjh 

and basic approaches including 
redevelopment plan and timetable, f 
achieving adequate resettlement 

In summary even if only sheer size 
considered population displacement ful 
calls tor structured public policy response 
as well as for continuous attention Ira 
social scientists The substantive soct 
tconomic anJ cultural consequences ; 
displacement briefly outlined beloi 
rtinlorcc this call powerfully 

Anvr rsi Consi qwi nc i s or Dispi acemen* 

The fundamental feature of forced di 
placement is that it causes a profound u 
ravelling of existing patterns of social org 
ni sat ion This unravelling occurs at mat 
levels When people are forcibly move 
production systems arc dismantled Lon 
established residential communities af 
settlements are disorganised while kinsh 
groups and family systems are often sci 
tered 1 lfe-sustaimng informal social m 
v orks that provide mutual help are render! 
non functional Trade linkages betwe 
producers and their c ustomer base are inti 
rupted, and local labor markets are disru 
ted Formal and informal issociations, a 
self organised services are wiped out bv t 
sudden scattering of their membershi 
Traditional management systems tend 
lose their leaders The coerced abandonme 
ot symbolic markers (such as ancestfj 
shrines and graves) or of spatial conte>| 
(such as mountains and rivers consider! 
holy oi sacred trails) cuts off some of tj 
physical and psychological linkages 
the past and saps at the roots of the people 
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cultural identity, 7 The cumulative efTect is 
.hat the social fabric is tom apart. 

. Many anthropological and sociological 
Jtield studies have documented the qualitati ve 
(consequences of forced displacement in vivid 
detail (Scudder 1966, 1994; Guggenheim 
; 1989; Baboo 1992; Mathur 1994; Fernandes 
*1989, 1991; Salem-Murdock 1989). These 
'consequences vary with local circumstances, 
but there are basic features these cases share. 
Comparing the empirical findings of many 
field monographs, I found that the ultimate 
common factor underlying the broad spec¬ 
trum of reported displacement effects is the 
onset of impoverishment (Cernea 1990, 
‘ 1995]. Sometimes, under favourable circum¬ 
stances, this impoverishment process may 
1 be reversed or may subside. But the evidence 
’'strongly demonstrates that the impoverish- 
jment process caused by displacement 
typically occurs along the following eight 
crucial dimensions: landlessness; home- 

* lessness; joblessness; marginalisation; food 

* insecurity; loss of access to common property 
" assets; increased morbidity and mortality 
1 and social disarticulation. 

A few examples il lustrate the above points. 
The development of the Sao Francisco river 
basin in Brazil, for instance, included the 
construction of several major dams and 
polders: Sobradinho. Paolo Alfonso, Itapanca 
and other dams. The new irrigation. Hood 
, control, and power generation capacities are 
of national importance, but the reservoirs 
have also entailed massive human dis- 
, location. Lake Sobradinho displaced 65,000 
people and caused major socio-economic 
i disorganisation. By planners’ decisions, 

I about 24,000 people were supposed to 
, relocate to Serra de Ramalho, an area about 
, 800 km upstream of Sobradinho. In practice, 
only about 28 per cent actually relocated 
, there. Many settlers got off to a disastrous 
start: during theft ve-day boat and bus journey 
, upstream, they lost much of their possessions 
and farm animals; they received no com- 
, pensation for these losses and at the new site 
, were left to fend for themselves as best they 
could. Over half of the land designated there 
, for resettlement was unsuitable for agri¬ 
culture. Even 14-years after the move, the 
precarious economic situation at this location 
site has not significantly improved [Hall 
1989]. 

1 Under Brazilian regulations, compensation 
for expropriated land can be paid in cash. 
However, field investigations have proved 
that the actual payments offered in the 
Sobradinho resettlement, as well as in other 

* cases in Brazil like Itaipu dam resettlement 

* [Kohlhepp 1987] and Tucurui dam reset¬ 
tlement [Goodland 1978; Mougeot 1988], 
or like in Nepal in the Kulekhani’s dam 
resettlement [Pokharel 1994] were woefully 
insufficient for the purchase of comparable 

, land by those displaced. This made many 


farmers slide toward complete landlessness, 
or left them with smaller, marginal holdings. 
Moreover, many fanners were not com¬ 
pensated because they had only customary 
but not formal legal title to land. In the 
Tucurui reservoir, for example, only 20.8 
per cent of the 4,334 properties surveyed had 
property titles, while in the Sobradinho area 
as much as two-thirds of the farmers lacked 
titled ownership. The underestimation or 
denial of compensation entitlements in¬ 
stantly decapitalised many independent 
smallholders and made it harder or impos¬ 
sible for them to re-establish. Comparable 
impoverishment impacts have been reported 
from elsewhere in Latin America [Partridge 
et al 1982; also sec other studies in Hansen 
and Oliver-Smith 1982|, 

In Kenya’s Kiambcrc reservoir area, a 
sociological impact study found that 
resettle!* ’ average landholding size dropped 
from 13 ha to 6 ha [Mburugu 1988]. Their 
livestock was reduced by more than a third; 
yields per hectare decreased by 68 per cent 
for maize and 75 per cent for beans, while 
the drop in income (from Ksh 10,968 to Ksh 
1,976) amounts to a loss of 82 per cent. More 
than onc-third of the resettlers were still 
without new houses by the end of the project’s 
initial period. 

In Indonesia, the Institute of Ecology of 
Padjadjaran University carried out in 1985 
a social survey among reservoir families 
who were given cash compensation and 
resettled in the Saguiing dam shoreline area. 
The survey found thal after relocation the 
income of these families was 49 per cent 
lower and their land ownership 47 per cent 
smaller than before development [OED 
1989]. Impact studies for the Cirata dam. 
also located in Indonesia, found thal while 
59 percent of the poor households improved 
their incomes after relocation, about 21 per 
cent were worse off, with a 25 per cent 
loss from their previous income levels 
[Padjadjaran University 1989]. 

The negative consequences of displace¬ 
ment are typically aggravated by (a) the 
absence of a strategy for redressing the 
problems resettlement creates and (b) by 
inadequate planning and execution. Popu¬ 
lation displacement is not an unanticipated 
consequence of development: in all cases it 
is fully predictable. What is hard to under¬ 
stand is that such effects continue to he 
underestimated and are placed low on the 
agenda by many relevant agencies. Adequate 
responses are not well thought through in 
advance. In plain terms, this means that tens 
of thousands of people are undergoing 
amplified losses, hardships, and suffering 
that otherwise could have been avoided or 
mitigated. Unveiling the fallacies of inade¬ 
quate policies and of conventional reset¬ 
tlement planning is therefore needed in order 
to identify what must be changed. 


Need for a Soctolckhcally Informed 
Resettlement Policy 

In more than one way, social research on 
displacement is a form of public response 
to the effects of such processes. This response 
generates knowledge and invites public 
action. Indeed, over the years, anthro¬ 
pologists and sociologists of various coun¬ 
tries (c g, in the US, India, Brazil, China, 
Egypt. England, and other countries) have 
generated an impressive body of knowledge 
about the effects of socioeconomic uprooting 
and the patterns of people’s responses to 
displacement. In a lew countries this know¬ 
ledge was used in the formulation of 
legislation and policy guidelines about the 
rights and entitlements of those displaced by 
projects of public interest and about the legal 
obligations of government agencies carrying 
out such projects. However, such ‘absorption 
of knowledge’ into policy formulation has 
not been a very widespread process. Much 
of the social science findings on resettlement 
was left in many countries to gather dust as 
‘knowlcdgc-on-thc-shelf,’ ignored by the 
officials responsible for programmes 
entailing compulsory displacement. 11 For 
many years, the policies of many developing 
countries, as well as of major aid agencies 
including the World Bank, did not explicitly 
demand that involuntary resettlement be 
carried out under moic stringent criteria. 
Worse, the technical agencies of some 
governments, as well as major engineering 
consulting firms that designed projects, 
usually left out population relocation from 
their feasibility studies and cost-cstimates 
and took a least-cost ‘salvage assistance 1 
approach. 11 Much of the disastrous socio¬ 
economic effects on many displaced groups 
could have been avoided or at least mitigated 
if adequate policies and different approaches 
were in place. Often, this backfired on the 
projects themselves when underfinanced and 
unplanned relocation had to be executed as 
alast-moment emergency operation, delaying 
project completion and causing benefits to 
be foregone. 

The conclusions about such adverse 
consequences reached by the World Bank 
during the late 1970s lend to work for 
designing a different approach. By end 1979, 
the World Bank adopted an explicit policy 
to respond to the social issues inherent in 
involuntary resettlement, which was issued 
in February 1980 [World Bank 1980]. A 
significant feature of the policy-making 
process on this issue was that the resettlement 
policy was grounded in research findings, 
concepts, and conclusions that have emerged 
from pioneering anthropological and socio¬ 
logical studies on forced resettlement. 10 
Blended into the new policy and procedures 
were also the lessons fed back from the 
Bank's own projects in the 1970s. Notably, 
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the tottnulaitoft of (he Bank’spolicy response 
was not a one-shot affair, in which principles 
are stated and then gradually forgotten On 
the contrary, it was - and continues to be 
- an iterative steady process that has ad¬ 
vanced through several subsequent 
rounds Further improvements to policy 
were made in 1986," 1988, and 1994 
[see World Bank 1986,1990 1994 Cernea 
1988] 

Con uni of Rrsrm fmi ni Polk y 

The adoption ol a policy changed the 
Bank s operational approaches and public 
response about population displacement and 
cast it into a new conceptual framework 
First the Bank rejected the argument that 
impoverishing rescttlcrs was an unavoidable 
it lamentable facet of development The 
basic goal affirmed by the Bank s policy is 
to restore the living standards and earning 
capacities ol displaced persons and to 
improve them when possible Second the 
policy was predicated on the atgument that 
there were operational strategies that could 
producebetlu ouli omes includingcnabling 
icsetllcrs to share in the benefits of the 
project that displaces them Third while 
declaims; that the boo owing governments 
arc fully responsible for carrying out reset 
tlcment it expanded the scope ol the Bank s 
concerns lor the quality of resettlement plan 
ning and execution similar to the Bank * 
concerns wilh the soundness ol the other 
project components 

The notmativc content ol the Bank s 
icscttlemcnt polity can hardly be compressed 
here in a manner that will do U justice and 
detailed presentations are available in print 
elsewhere [Cernea 1988 1991a Wor! iBank 
1990 1994] To appieciate its explicit 
specificity and its important piescnptions 
for ihc content ol actual resettlement plans 
one needs to review the policy document 
itself In addition it has to be noted that the 
Bank requites its hoi rowers to lurthcr sjiei if > 
the B ink snohey to match theuicumstances 
of a particulai country and situation 
Formulating policy guidelines m the context 
of a large development agency I ike the World 
Bank implied not only defining general 
resettlement principles suitable lor a diverse 
range of countries hut also defining and 
enacting institutional proccdutes tot impic 
menting the policy principles Without san 
etioned procedures policy cannot be ap 
plied, especially those policies that require 
new ways of doing business This was done 
by designing the sequence of practical steps 
for addressing involuntary resettlement 
issues during each stage of the project cycle 
project identification preparation, appraisal 
and supervision The procedures prescribed 
both what the stall ol the Bank must do and 
what the Bank expected the borrowing 
agencies to do 


These basic policy guidelines and pro¬ 
cedures created a totally new framework for 
planning displacement and resettlement 
operations This framework cannot be 
compared to any previous one, since a formal 
policy simply did not exist previously But 
it the ‘practical policy' is considered in 
other words if the pattern of routine practice 
in resettlement is taken as reference the 
difference is enormous In fact, what I call 
here the previous pattern ot routine practice 
continues to be today the current pattern in 
forced resettlement m many projects that are 
not related to World Bank activities Hence 
the importante of disseminating more 
equitable principles and practices and ol 
instituting formal national policies with a 
normative content similar to the one des 
cubed here 

III 

Policy Dissemination: Trends and 
Difficulties 

A major difficulty in disseminating better 
practices was that governments m some 
developing countries have not responded 
through explicit public jxilicies to the com 
plex issues underlying displacement Many 
countries lacked ihc legal framewoik and 
skilled institutions to carry out adequate 
resettlement By adequate I mean measured 
by the restoration of resellers incomes and 
livelihoods Hence assisting in enacting such 
policy and building up the needed insti 
tutional framework became a necessity and 
implicit task 1 he issue was to promote and 
support tht idoption by boirowing agencies 
ot more or less similar resettlement policy 
guidelines not because the World Bank has 
adopted them hut because home made 
displacement disasters were crying tor 
responses and solutions in many countries 
The record ot such home made disasters w as 
the stlongest argument for the need »or 
domestic policy and legal frameworks 
protective of the rights and livelihoods of 
the affected people 

Naitoning tht development gap It is 
obvious that as the Bank’s policy and 
procedures set new standards - standards 
that arc above routine and widespread 
practice in resettlement - a development 
gap wascicalcd between the new standard 
and the old Such *aps appear always when 
new policies arc tormulated in any domain 
policies that sec challenging objectives 
intended to improve prior practice and to 
induce change ind development For the 
Bank setting mote exacting norms for the 
operations it assists including resettlement 
operations is mtnnsic to its role and icspon 
sibilities as a development institution How 
ever the norms and objectives the Bank has 
stt for resettlement operations arc not 
arbitrary or subjective they codifv good 
practice are based on social research embody 


lessons learned the hard way from past 
experience, and are aimed at overcoming 
perceived problems 

Closing this kind of ‘development gap* 
has emerged as the challenge at hand in 
resettlement Like any other development 
gap it cannot be closed overnight by fitt, 

I ilting up averages on a wide front, m many 
countries is a very complex process, aild 
c hanging entrenched bad practices takes time. 
Every step on this difficult road is one more 
step away from the unacceptable displace-* 
mem practices of the past Such practice**. 1 
unfortunately continue to prevail m much! 
of the displacement taking place currently 1 
in many developing countries - and not only 
in the small share of infrastructure projects 
financed by the World Bank In my view, 
this is why the Bank s effort to promote an 
improved policy for resettlement in bor¬ 
rowing countries is and ultimately will be, 
even more c onscquential than the assistance 
provided by the Bank to ind vidua! reset¬ 
tlement operations This conclusion results 
from examining the overall resettlement 
record in many developing countries, as 
documented by an expanding volume of 
sobering social science research 
Governmental public policy response CO 
the problems ot resettlement should focus 
first on enacting policies and on building 
up institutional capacity detined as synergy 
between policies organisations and re¬ 
sources The Bank in turn has intensified 
Us efforts in working with borrowing govern¬ 
ments and donor agencies from developed 
countnes lor expanding the adoption of 
polity principles regarding resettlement 
Sustained changes in planning approaches 
to resettlement in developing countries can 
hardly be promoted through projects alone, 
if the pn posed standards and entitlements 
for affee ted people arc not hased in domestic 
policy and law As the World Bank sgencrat i 
counsel has concluded 1 

lessons dcriv ed from B jnk assisted protects 
involving resettlement (show| that in many 
countries the national legal trnmcwoik of 
resettlement operations is incomplete 
Resettlement legal issues (are ncjted] as a 
subset ot properl) and expiopuation law 
Fm vanous reasons these national laws do 
not pros ide a fullv adequ itc tiamcwork for 
development oitented testtlletmnt New 
legislation often must be introduced oi 
existing laws must be modified in order to 
plan and carry out involuntary resettlement 
adequately [Shihata 1991] 

Therefore the Bank has recommended 
policy reform in this uca to all botrowers 
whose ptojects entail involuntary reset 
llemcnt In turn the Bank has c lrcfully 
studied country poliuc s and approaches and 
has learned from mtional experiences with 
effective provisions for resettlement 
The vast study of projects with resettlement 
that I mentioned cailiet m this paper showed 
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us that there is a clear association between 
resettlement performance and the presence 
or absence of a domestic policy and insti¬ 
tutional frameworks tor resettlement Per 
formancc is strongly country dependent, 
rather than only piojcct dependent And 
policy mandates quality performance while 
lack of policy perpetuates bad results and 
leaves vast room for low standards and much 
abuse 

By enacting public policy at the national 
or sectoral level, a government assumes 
political and institutional responsibility tot 
sound resettlement with the ichahilitation of 
dismantled livelihoods and not only lor 
compensating the losses caused by expro 
pnation as provided in cxpiopnation 
laws The Task Force that I led during the 
1993 94 study concluded that the Bank in 
turn, has been fai more cl tecti vc has reached 
a broader sector scale impact and actual 
operations have gained more when the Bank 
succeeded in this policy dissemination 
advocacy, and adoption effort than when the 
Bank's efforts were confined to piecemeal 
legal agreements lor individual projects only 
Of course the obligations laid down in loan 
legal agreements and the agreed upon 
‘project policy have sometimes formed the 
basis for discussing and impmvmg bioadei 
domestic policy and legal Iramcwoiks [ World 
Bank 1994] 

The policy environments surrounding 
development caused lcscttlcmcnt have 
changed considerably over the last eight 10 
years Significant piogicss has been achieved 
m the policies ot at least several developing 
countries and international agenc ics 1 hese 
changes are, ot coutse not only a result of 
the Bank’s policy influence they arc most 
often a primary result of shifts in the internal 
political will as a consequence of public 
opinion demands of resistance to displace 
ment by affected people and ol strong 
advocacy by many NGOs 

Scvcial developing c ountnes have recently 
adopted explicit policy or legal fiameworks 
defining their commitment to income icsto 
ration rcseltleis eligibility tor compensa 
tion and othci entitlements, and to the 
consultation of aflcued people In Brazil 
tor instance reset!lenient guidelines very 
similar to the Bank s guidelines wctc 
developed in 1990 lor the powci scctoi by 
Electrobras jointly with major power sector 
companies Co operation between the 
country and the Bank in piepanng Brazil s 
power sector loan resulted tntet aha in 
guidelines aimed at fully internalising the 
Costs ot resettlement and icduung its magni 
tude, these were introduced in the sector s 
second Environmental Master Plan (1990) 
and in subsequent expansion plans Hie 
advantage ol the sectoial lather than the 
piecemeal proiect appt oach appeal s obvious 
Brazil’s new guidelines are valid lor all the 


new hydroelectric plants (about 36 in a 
10-ycar period), much more than the two or 
three which might have been cohnanccd by 
the World Bank Brazil’s central power 
planning group excluded from the 10-year 
expansion plan four dam construction 
piojects (Santa Isabel, Belem, Pcdra Branca 
and 11 ha Grande) because ol their excessive 
displacement effects, compared to benelits 
That would have lequired fore ibly removing 
between 154,000-188 000 people these 
projects arc to be rcstudied and redesigned 
In China, policy guidelines and legal 
provisions for resettlement wcie initially 
developed independent of the Bank s guide¬ 
lines Since the mid 1980s however there 
were sc veral rounds ot policy dialogues with 
the Bank, particularly over China s watei 
resources sector In the case of reservoir 
resettlement these dialogues appear to have 
significantly helped in the improvement of 
Chinese policy guidelines legal piovisions 
planning practices and resettlement pci 
forniance In turn the Bank has learned from 
thccftcctivc policy approaches used inChina 
in the last decade and thcinmplementation 12 
In Gujarat state m India extensive nego 
nations between the Bank and the govern¬ 
ment of Gujarat in the context of the pi oh 
lems aliening the Narmada Saidar Saiovai 
projects have resulted in sigmlicant im 
provements in ihc state s legal regulations 
for icscttlcmcnt that formally grant addi 
tional important entitlements to displaced 
people These entitlements exceed the 
prescriptions ol the Narmada Tribunal loi 
Gujarat oustccs (Joshi V 1991], which in 


Hindsight, appear clearly insufficient 
However, the improved regulations agreed 
by the government of Gujarat as a result ot 
negotiations with the Bank are restricted by 
the government to this project, and not yet 
applicable to all involuntary resettlement 
operations in Gujarat state The extension 
ol their validity to othci similar ongoing 
projects in Gujarat state - an obviously 
logical and beneficial step - has not yet 
happened 

Following negotiations with the Bank 
India s National Thermal Power Corporation 
(NTPC) adopted in May 1993 a Resettlement 
and Rehabilitation Policy tor all its opera¬ 
tions, an important sectoral precedent [N TPC 
1993] I he policy defines all categories ol 
project aflected people emphasises the 
principle of income improvement or at least 
restoiation, and guarantees spccilit entitle 
ments to each category ol displaced indi 
viduals as sx-t.II as to communities entitle 
ments that were not provided for in dis 
plac ements caused by cai lie r NTPC pi ojee 1 s 

In Colombia, countiywidc policy guide 
lines for resettlement in the power sector 
wcie adopted in 1990 following dialogue 
between the Bank and the borrowing agen 
ues during a sector loan preparation Another 
country Turkey which is one of the few 
developing countries having instituted 
several decades ago a law tor regulating 
resettlement has welcomed policy discus 
sions with the Bank and has recently im 
proved the country s legal provisions 
Because ot this legal iratnework and icccnl 
improvements in its application the govern 
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ment can allocate substantial financial 
resources to resettlement, including sup¬ 
plemental allocations tor corrective actions 
when necessary in project midstream (e g, 
the case ot the lahtali dam resettlement 
undei the l/mir urban water project) And 
to respond to the many difficult problems 
appearing in its urban involuntary reset 
tlcment, the Philippines recently issued the 
Urban Development and Housing Act of 
1992 which puts icstnctions on forced dis 
placement and mandates public participation 
and consultation n 

lighting public pohe) icuuums This 
progress notwithstanding it temains a tact 
that a laige number ot countries have not 
adopted explicit guidelines tordisplaccmenl 
Such absence in the public response reflects 
cither the assumption that there is no need 
tor such a policy or the taut intention to 
carry out resettlement the same way as m 
the past Whatevei the reason the Bank s 
concern tor encouraging the adoption ol 
country policy guidelines results lrom 
has ing learned the hard wav that tire absence 
ot domestic public policy is a policy by 
del an It 

Some technical line agencies prefer to 
maintain such a policy vacuum rather than 
issue binding nouns and legal strictures In 
effect some agencies arc aggressively 
icIueLni to formulate or accept public cctoi 
guidelines lor activities that they know aie 
goingtobcpiohlematic diflicult orcontm 
vernal the net result ol sue h in anachronic 
posture and mind set is that the inteiesis of 
the displaced people and of development 
m a broader sense are negalisely affected 
Avoiding formal policy commitments may 
lease mote operational flexibility in th *hoit 
term but at the expense of highc r long term 
costs, externalised to olheis 1 ow lest 1 public 
policy responses to such issues au an 
endunng cause of pool perloimance More 
over legal vacuums fac ilitate sometimes the 
use of violent displacement procedures 
without due recognition ol the basic rights 
and entitlements of those uprooted 

Experience has shown convciscly that 
the adoption of national or sectoral reset 
tlement guidelines expands the impact ot the 
icscltlement policy promoted bv the Bank 
much beyond the projects it cofinances 
helping to c ontain unnecessary impoverish 
ment on a wider scale As mentioned earlier 
some 97 percent of the high dams constructed 
worldwide in the last decade have been built 
without World Bank financing and this 
proportion is likely to continue m the future 
The Bank has confronted serious difficulties 
in its dialogues with some borrowing 
governments about the adoption ol domestic 
resettlement regulations The enactment of 
new policies are subject to many domestic 
pull and push factors - including financial 
and land-scarcity difficulties, as well as 


conservative attitudes or insufficient ap¬ 
preciation of the disastrous effects of 
displacement 

For example I ndonesia issued a new decree 
on land acquisition in 1993, emphasising 
consultations with affected people yet, 
restoration of the living standards of people 
where lands are expropriated is not one of 
the goals of the new decree 14 The example 
ot two similar projects in Indonesia shows 
that in the absence of compelling domestu 
policy public agencies may respond dtf 
fcicntly to the same basic issues and this 
results in widely different consequences for 
the affected population 

An independent legal survey ot country 
policies and legislation across Africa has 
found that in sub Saharan Africa no country 
ha a resettlement policy or legal framework 
[Odidi Okidi 19^2 Okoth-Ogendo I99J| 

I he issue is complicated by the fact that in 
Africa most countries operate within a dual 
system ot modern and customary law for 
lands Under the Cote d I voire Forestry 
pioject tor example the government 
committed to issuing a formal policy during 
the project s nrst year, 1989 but five 
succ cssi vc deadlines and commitments wen 
not met over a five year period until the 
government adopted sonic explicit rcgula 
lions 

In south Asia the absence of nation il 
resettlement policies in countries like 
Pakistan and Nepal has been a key factor 
in pies enting a systematic prut lical approach 
to planning icscttlemcnt In India where 
many resettlement operations in both non 
Bank and Bank assisted projects have failed 
to restore the living standards ot many 
displaced people |l etna odes 1993 (unguly 
lhukrul anti Singh 1994| there is neilhc't 
spceial tedeial legislation nor explicit polit y 
statement to define the country s general 
resettlement norms Within Jndia s federal 
structureof government resettlementisbeing 
regarded as a state not a federal matter 
Nevertheless most states in India still lack 
state level icsculcnient policies they use 
cxpmpriation laws which provide for corn 
pensdtion only but do not provide 1 oi souo 
economic lehabtltiatton This has syste 
matically hampered perform ince For 
instance in Kama aka a state resettlement 
policy regaided by the Bank as crucial for 
large stale projr < ts was agreed upon by the 
state government at piojctl inception but 
nevertheless has not been finally signed and 
enacted six years after project start 

The World Bink s India Department has 
compiled and reviewed information about 
policies in the 14 states in India in which 
the Bank finances pio|ects with resettlement 
components under implementation during 
1994 That review showed that of the 14 
states in which Bank financed projects were 
under implementation during that year, only 


three states have statewide R and R policies > 
and five states have government orders h 
regarding resettlement The state by state 
situation m 1994 is reflected in Table 2* 
There is both growing bottom up demand 
and increasing official recognition in India* 
that a shift toward a full-fledged socto* 
economic approach to resettlement issues, 
rather than an ‘eminent-domain' expro¬ 
priation approach is necessary and must be 
formally instituted as part of the country's 
formal policies and legal frameworks (Josh) 

V 1991 Dhagamwar 1989 Malhur 1994; 
Gtnguly fhukral and Singh 1994J When 
this happens resettlement operations will 
stand a mut h better chance of being earned 
out successfully 

As a result ot the 1994 Bankwide reset¬ 
tlement review several strategic priorities 
were defined for Bank work in this area 
during the following years First and 
foremost the Bank will put much more store 
on ascertaining fiom (he beginning the 
borrower s commitment to resettlement with 
income icstoralion In addition moree 
iesources liom the Bank s loans or ireditsfi 
will bt made availablcexpliutly for financing H 
re suilunt nl c osts and making possible better 1 
quality standards in rc establishing people! 
productively B 

Of courst the Bank could decline R 
altogether project proposals that entail fi 
displacement But this would not solve them 
issues and certainly would not advance good B 
resettlement Such a stand would leave j| 
important piojeets in crucial sectors without 1 
financial technical and social support If! 
those projects arc justified on development I 
grounds thev will cventuallv be undertaken I 
anyway without Bank assistance without} 
a countiv resettlement policy in place, and! 
without un agreed piojeet framework fori 1 
resettlement lhe ultimate purpose of large ® 
infiasti uc lure projc ets f or power generation, $ 
irrigation or urbanisation is to overcome4 
under development Fnsunng that suchk 
projects protect thL interests ot those to be P 
resettled is more bene Ik lal than bypassing tf 
such projects allogethei ft 

However the Bank will not finance 
eithct now or in the f unite - projects known ( 
to involve large resettlement operations 
unltss the' government concerned adopts fS 
policies and legal frameworks apt to lead to ii, 
leseltlemcnt with income restoration [World ^ 
Bank 1994) Agreement on policy should be *j 
explic it fiom the outset w ith due considera- ^ 
non given tocncumstanccs in countries with 
a federal system where the policics/legal 
ftameworks may tall within lhe jurisdiction 1 , 
of the stutc/provimial governments I oans 
to be given m the tutuic bv the' Bank for J 
sectors with high resettlement needs will 
provide forlhegraJu ih xtcnsionof improv¬ 
ed resettlement siindards horn the project ! 
aiea to the wholt sector 
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Government officials of several developing 
| countries, as well as some NGOs otherwise 
^ critical of the Bank have emphasised that 
{ Die Bank s polity has positively influenced 
t and should further influence the formulation 
of improved domestic policy frameworks 
I Of course as has been observed ‘ simply 
having a good resettlement policy on the 
y books is not enough Turning a good 
resettlement policy into good resettlement 
action is not easy governments resist 
managers equivocate, and line agencies arc 
not always willing to back up brave words 
with hard cash" [Raiagopalan 1989] To 
^ help strengthen the implementation of public 
policy in this area the Bank s operational 
, directive requires that all projects entailing 
t resettlement contain (a) a resettlement plan 
j (b) a budget tor resettlement (c) a clear 
j timetable and (d) an implementation 
j monitoring system The resettlement plan 
i must be funded through the project and be 
4 earned out on a timetable co ordinated with 
the progress of the civil works to avoid both 
crash relocation and delays in project 
advance The provisions ot the relocation 
plan must be consistent with the require¬ 
ments norms and objectives set by the 
resettlement policy To prevent the im 
povenshment of the oustees the risks must 
be systematically weighed and mitigated 
before project start Projects must internalise 
the full costs ol resettlement and ot the 
investments required for income restoration 
within the total project costs 
Resettlement plans should support the 
settlers social and cultural institutions and 
t rely on them as much as possible while the 
[ initiative ofrcsettlcis lor self help should be 
encouraged through incentive programmes 
Careful work with the resellers the hosts 
and their leaders prior to and after the move 
i is crucial When relocation takes place 
downstream or around the reservoir or in 
r boih areas the resettlement plan must pursue 
i the involvement ol the organisations and 
t local authority systems ot both rt settlers and 
hosts to avert second generation environ 
mental eftecls including encroaching on 
l forests soiI-erosion and overgrazing 
Turning displacement into development also 
calls for reconstructing settlements with 
I enhanced standards ot physical planning 
and services rather than just replicas ot 
those existing previously Planning ot social 
services gains a high profile The social 
i infrastructure school and health services 
I road access to employment opportunities 
' and the si/c ot the housing plots and dwell ings 
should be carelully designed to meet the 
needs of resetllers growing families taking 
into account at least the first and second 
generation in the settlement 
Even under a carefully applied public 
policy involuntary resettlement is and is 
likely to remain a traumatic process in the 


life of the affected groups It is and it will 
remain also a formidable task to solve for 
any development project that causes it Since 
such social disruptions will continue to 
accompany future technical and economic 
change further improvements in relocation 
policies in legal frameworks in imple 
mentation - as well as in the social research 
on resettlement - remain imperative 

Notes 

[This paper draws on the author s earlier research 
and studies on population displacement and on 
the 1994 Review of World Bank financed 
projects involving resettlement reported in 
the study Resettlement and Development (April 
1994 Washington DC) The findings inter 
pretadons and conclusions expressed in this 
papt r arc those of the author and should not be 
attributed to the World Bank or to its affiliated 
organisations ] 

1 Governments and public sector agencies may 
still be actors with a modified role in 
programmes initiatcd/camcd out by the private 
sector 

2 For more detailed treatment of relevant aspects 
and of the roles ot other actors I refer the 
interested reader to some of my recent writings 
on resettlement (Cemea 1990 1991 1993 
1994) and to the report entitled Resettletnent 
and Development published by tin. World 
Bank in April 1994 

3 Social scientists in India have also stressed 
that the concept of rehabilitation should not 
be interpreted narrowly as referring to the 
household alone but also as rehabilitation of 
communities Rehabilitation should be defined 
is grafting a community at a new place and 
nurturing it to ensure its steady and balanced 
growth This calls for reformulating the policy 
for rehabilitation on Ihe basis ol minimum 
criteria like minimum dislocation develop 
ment planning land for all (even to the 
landless) ind employment foi all (Joshi 
1987) 

4 Such projects are those that construct darns 
lor irrigation hydroenergy or drinking water 
that transform inhabited areas into reservoirs 
transportation corridors railways highways 
airports transmission lines irrigation canal 
networks and others that require right of way 
new ports and towns urban infrastructure 
such as sewerage systems intraeity roads 
subways new mines particularly open pit 
mines thermal plants new industrial estates 
or /ones that require considerable land and 
protected areas or national parks bio reserves 
forest reserves 

3 Another category of government imposed 
massive displacements are the state sponsored 
resettlement programmes justified as a way 
to protect those displaced from natural hazards 
in their areas (draughts floods etc) or to give 
them access to services in short this category 
of displacements is described as undertaken 
to benefit primarily the displaced One such 
positive programme is implemented tor 
instance in Bangladesh to protect the plains 
populations from devastating floods and the 
effects of river hank erosion [Zaman 1994] 
B ul this c itegory of programmes also includes 


some v^quesdonobk schemes fonnftance 
the forced transfer of the Bulusu of East 
Kalimantan Indonesia and of other interior 
Dayak groups to government established 
resettlement centers allegedly with the 
purpose of providing them with services This 
ralionale is often not believed by the affected 
people themselves and is disputed by social 
analysts In the case of East Kalimantan for 
instance field investigations by Appell (1983) 
and other social researchers have concluded 
that the programme was a politically motivated 
government operation disguised under a 
development rhetoric and had little to do 
with real development Finally another 
category of involuntary resettlement 
operations are policy induced for instance 
the programmes that reverse former land 
reforms and force small cultivators off the 
land (eg Yemen) or the resettlement caused 
by structural adjustment programmes 

6 Resettlement and Development TheBanknide 
Review of Projects Involving> Inxoluntar > 
Resettlement I9H6 1991 

7 See Martin Silverman Disconcerting Issue 
(1971) for an ethnography of how Pacific 
Islanders moved off their home islmd 
attempted to reassign symbolic v dues to their 
new geographic environment 

8 See more on the cognitive dissonance 
syndrome among planners and decision 
makers and on its knowledge on the shell 
effects in Ccrnea (1993) 

9 This in fact is how displacement h is been 
treated historically virtually by ill ntional 
agencies in developing countries is well as 
by multilateral and bilateral donors M iny 
agencies continue even tod ty to handle 
relocation at low standards as a rescut/wcl fare 
operation For instance analysing ipproaLhes 
taken in Brazil L J A Mougeot observed that 
when pul in ehargt with resettlement 
hydropower developers h m tended to view 
it as a self contained social assistance not as 
a highly interactive component of integrated 
area development [see Mougeot 1988] 

10 These include the studies on the Volta reservoir 
in Ghana by Chambers and associates on the 
Cwcrnbc I onga from the Kariba rrservou by 
Colson the many contributions by Scuddcr 
in this field the pioneering studies of urban 
displacement earned out by Herbert Gans (in 
1968) the US and others 

11 The content of the improvements introduced 
m 1986 emerged from a special review of the 
Bank s experiences with applying its 1980 
policy during the first four or live years alter 
it was adopted 

12 The case of China clearly demonstrates the 
consequences of policy reform Indeed its 
unproved on the ground resettlement per 
formnnee during the last decade is directly 
associated with the major changes introduced 
in its national policies and legal provisions 
regarding resettlement Before the I ite 1970s 
vast population displacements caused by 
massive dam building in China resulted in the 
disastrous impoverishment of many people 
and in significant sotio political instability 
At that time China lu< ked a legal or policy 
framework for u settlement the results were 
tragic displacement operations such as those 
from the Sanmenxia and Danjiangkou 
reservoirs m the 1960s and 1970s Tocorrect 
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this, a tenet of laws and regulations were 
adopted and refuted in 1978, 1982, 1985. 
1988, 1991, and 1992 - either with national 
applicability or tailored to specific investment 
sectors such as water, transport, industry, and 
urban. These regulations apply to virtually all 
types of resettlement projects. Taken together 
they protect the living standards of those 
affected and affirm the principle of 
‘resettlement with development'. This policy 
principle requires making resettlement a 
development opportunity and improving 
resettlers ’ livelihood after relocation. 

13 Significant in this case is the 'cascade effect' 
triggered by the adoption of a formal policy 
act: soon after the Philippines' policy was 
enacted, two important line agencies have, in 
turn, prepared and issued detailed impleme¬ 
ntation rules and prescriptions for their local 
staff specifically about involuntary relocations 
(see implementation rules und regulations to 
ensure the observance of proper und humane 
relocation and resettlement procedures 
mandated by the Urban Development and 
Housing Act of 1992’, these were issued by 
the department of interior and local 
development and the housing and urban 
development co-ordinating council). 

14 Another Indonesian law, issued in 1961. 
provides more explicit criteria for ‘fair’ 
compensation. It specifies that compensa¬ 
tion must allow former owncr/tcnants to 
continue their productive activities at the 
same ‘economic level’ as prior to expro¬ 
priation 

References 

Appell, George N (1985). The Bulusu' of Bast 
Kalimantan The Consequences of Reset¬ 
tlement* in G N Appell (ed). Modernisation 
and the Emergent y of a Landless Peasantry , 
Studies in Third World Societies. Vol 33, 
College of William and Mary, Williamsburg. 

Baboo, Balgovind (1992): Technology and Sot ial 
Transformation: The Case of the Hirakud 
Multi-Purpose Dam Project in Orissa , 
Concept Publishing Company, New Delhi. 

Cemea, Michael M (1990). ‘Poverty Risks from 
Population Displacement in Water Resource 
Projects’. Harvard University, HUD. Deve¬ 
lopment Discussion Paper No 355. Cambridge, 
Massachusetts. 

- (1991): Using Knowledge from Social Science 

m Development Projects, World Bank 
Discussion Paper No 114, Washington. DC. 

- (1991a): ’Involuntary Resettlement: Social 

Research, Policy and Planning’ in M M Cemea 
(ed). Putting People First , second edition, 
Oxford University Press, New York 

- (1993): ‘Anthropological and Sociological 

Research for Policy Development on 
Population Resettlement’ in M Cemea and 
S Guggenheim, Anthropological Approaches 
to Resettlement: Policy, Practice , Theory , 
Westview Press, Boulder Colorado. 

- (1994): Population Resettlement and 

Development’, Finance and Development, 
No 3. 

- (1994a); ‘Urban Settlements and Forced 

Population Relocation’ in H M Mathur (ed). 
Development Displacement and Resettlement, 
Focus bn Asian Experiences, Vikas Publishing 
House, Delhi. 


~ (1995): 'Understanding and Preventing Im¬ 
poverishment from Displacement: Reflections 
on the State of Knowledge*. Keynote opening 
address presented at the International 
Conference on Development-Induced Dis¬ 
placement. University of Oxford, Oxford. 
England. January 3-7. 

Chambers. Robert (ed) (1970): The Volta 
Resettlement Experience. Pall Mall Press. 
London. 

Dhagamwar. Vasudha (1989): ‘Rehabilitation: 
Policy and Institutional Changes Required’ 
in Fernandes and Thukral, Development . 
Displacement and Rehabilitation, pp. 171-90. 

Dieci, Paolo and Claudia Viezolli (eds) (1992): 
Resettlement and Rural Development m 
Ethiopia, Franco Angeli, Milano. 

Fernandes, Walter and E Ganguly Thukral (eds) 
(1989). Development, Displacement and 
Rehabilitation, Indian Social Institute. New 
Delhi. 

Fernandes Waltei, J C Das and Sam Rao (1989): 
'Displacement and Rehabilitation* An 
Estimate of Extent and Prospects’ in Fernades 
and Thukral. Development, Displacement and 
Rehabilitation, pp 62-88. 

Fernandes, Walter (1991). ‘Power and Powerles- 
sness. Development Projects and Dis¬ 
placement of Tribals’. Social Action. Vol 41, 
No 3, pp 2^3-70, July-Septcmber. 

Finsterbush, Kurt ( 1980): Understanding Social 
impacts' Assessing the Effects of Public 
Projects. Sage Publications, Beverley Hills, 
London 

Ganguly Thukral. Enakshi and Mridula Singh 
(1994). ‘Dams and the Displaced in India’ in 
Mathur. Development. Displacement and 
Resettlement 

Cans, Herbert J (1968): People and Plans: Essays 
on Urban Problems and Solutions, Basic 
Books. New York. 

Goodland, Robert (1978). Environmental 
Assessment of the Tucurui Hydroproject . Rw 
Toncantins. Amazonia. Electronortc. Brasilia 
DF 

Guggenheim, Scott (1989): Development and the 
Dynamics of Displacement in Aloysius 
P Fernandes. Workshop on Rehabilitation of 
Persons Displai edby Development Projects, 
Myrada. Bangalore. 

Hall, Anthony (1989). ‘Sao Francisco Valley. 
Report on Human and Environmental 
Impacts’, unpublished draft, December 

Hansen, A and A Oliver-Smith (eds) (1982): 
Involuntary Migration and Resettlement. 
Westview Press, Boulder, Colorado. 

Joshi, P C (1975): ‘Reflections on Social Science 
Research in India*. Sociological Bulletin , Vol 
24, No 2. 

Joshi, Vidyut (1987): Submerging Villages: 
Problems and Prospects , Ajonta Publications, 
Premnagar 

- (1991): Rehabilitation - A Promise to Keep: 
A Case of Sardar Sarovar Project , Tax 
Publication, Ahmedabad. 

Kohlhepp. Gerd (1987). itaipu - Socioeconomic 
and Ecological Consequences of itaipu Dam , 
GATE-GTZ. Vieweg. 

Lane, Charles and Jules N Pretty (1990): 
'Displaced Postoralists andTransfcrrcd Wheat 
Technology in Tanzania*, IiED, Sustainable 
Agriculture Programme. Gate Keeper 
Services, No SA20. 

Mathur, Hari Mohan (ed) (1994): Development , 


Displacement and Resettlement: Focus m 
Asian Experiences , Vikas Publishing House 
Delhi. 

Mburugu, Edward K (1993): 'Dislocation exj 
Settled Communities: The Case of tN 
Kiambere Hydroelectric Project* in C Cadi 
(cd), involuntary Resettlement in Africa 
Technical Paper No 227. Washington, DC 

Mougeot. Luc J A (1988): 'HydroeleetrM 
Development and Involuntary Resettlemen 
in Brazilian Amazonia: Planning are 
Evaluation*. Cobham Resource Consultant 
Edingburgh, p 106. 

Namjoshi, M V (1978): 'Priorities in Socfti 
Science Research’, New Quest , May-Jund, 

Odidi Okidi, Charles (1992)* Policy and Ugk 
Framework in Development-Driven Involute* 
tary Resettlement in African Countries , Draft; 
School of Environmental Studies, Moi 
University. Kenya The study was sponsored 
under a grant from the government of tbe 
Netherlands. 

Okoth-Ogendo, H W O (1991): Tenants of the 
Crown: Evolution of Agrarian Law and 
Institutions in Kenya , Nairobi. 

Partridge. William L (1990): ‘Involuntary 
Resettlement in Development Projects', 
Journal of Rejugee Studies , Vol 2, No 3, 


pp 373-84. 

Partridge. William L, A B Brown and J B Nugenf 
(1982): The Papaloapan Dam and Resetj 
dement Project Human Ecology and 
Health impacts’ in Hansen and Oliver] 
Smith (eds). Involuntary Migration md{ 
Resettlement 

Pokharel, Jagadish C (1994): 'Populattoii 
Displacement and Compensation Planning 
in Kulekhani Hydroelectric Project, Nepal 
in Mathur. Development, Displacement 
and Resettlement . Rajagopalan. V N (1989); 
'Policy ar.d Planning in Involuntar) 
Resettlement*. Bank's World , Vol 9, 
September 

Salem-Murdock, Muneera (1989): Arabs ant 
Nubians in New Haifa, University of Utal 
Press. Salt Lake City. 

Scuddei, Thayer (1966): Man Made Lakes ant 
Population Resettlement in Africa* in R F 
Lowe-McConncll (ed), Man Made lakes 
Academic Press, London and New York, 

- (1994): 'Recent Experiences with River Basil 

Development in the Tropics and Subtropics* 
Natural Resources Forum , Vol 18, No 2 : 
pp 101-13. j 

Shihata. Ibrahim F I (1991)* Involuntary 
Resettlement in World Bank FinancetJ 
Projects* in The World Bank in a Changing 
World , Martinus Nijhoff Publishers, Thtj 
Netherlands, p 181. 1 

Turnbull. Colin M (1987): The Mountain People j 
Touchstone Books j 

The Philippines (1992): The Urban Development 
and Housing Act. 

Zaman, Mohammad Q (1994)* ‘Population 
Displacement and Resettlement in Floodplaic 
Bangladesh’ in Mathur. Development j 
Displacement and Resettlement. 

World Bank (1990): Operational Directives 4.30j 
Involuntary Resettlement, Washington, DC| 

- (1994): Resettlement and Development: Thi 

Bankwide Review of Projects Involving 
Involuntary Resettlement 1986-1993 , Thj 
World Bank Environment Department 
Washington, DC. j 


\ 



Economic and Political Weekly June 15, 1996 



Displacement due to Mining in Jharkhand 

Mathew Areeparampil 

The htston of the indigenous people of Jharkhand is one of struggles against outside exploiters who have gradually 
reduced them to a subordinate position in their own land With the expansion of mining activities especially with the 
opening of 5 0 new coal mines in the area to achu ve the targeted production by 2000 AI) land degradation air, water and 
noise pollution sail attain alarming proportions This Mill have strums economn impact upon the villages and their 
agranan population 


FOR a proper understanding of the problem 
of displacement of people due to mining ue 
have to look at it from the wider perspective 
1 of dispossession that results from such mining 
activities Displacement becomes a problem 
because of the dispossession that results 
1 from it In this paper we shall consider the 

* phenomenon of dispossession of the 

* indigenous people of Jharkhand area in 

* middle India due to the gigantic nuncial 
f exploitation progiammcs going on in that 

region 

Jharkhand which meins lorest tract is 
the ancient name given as a whole to the 
forested upland geographically known as 
the Chhotanagpur plateau forming the north 
eastern portion of the Peninsular plateau of 
India Jhaikhand is one of the uchest areas 
in the whole countiy rich in minerals with 
huge reserves of coal iron ore mica bauxite 
and limestone and considerable reserves of 
copper, chromite asbestos kyanite china 
clay, lire clay steatite uranium manganese 
dolomite tungsten gold etc fhcdistnbution 
of these minerals is mostly localised Coal 
ts found m the Gondwana rocks of the 
l Damodar basin I he well known coalfields 
of the area are Raniganj Ihana eas* and 
we&tBokaro Ramgarh and south and north 
Karanpura 

If Damodat valley i the repository of coal 
resources Singhbhum is a veritable museum 
of non fuel minerals with huge deposits of 
iron ore and si/cable deposits of coppei 
uranium chromite asbestos kyamte china 
clay manganese etc The Kolhan senes of 
iron ore in Singhbhum is one of the richest 
iron bells in the world The Singhbhum 
COpper-uranium belt contains the largest 
deposits of c opper and ui anium i n the country 
today Ihe world s largest deposit of high 
grade kyanite occurs at Lapsa Burn in the 
Singhbhum shear /one 

Mica is an important mineral for whose 
deposits the Jharkhand area leads all countries 
in the world The mica belt covering about 
3,800 sq km lies in the northern parts of the 
districts of Hizanhagh and Gindih Bauxite 
is found in and around the Pat region in 
north west Ranchi district Thus, Jharkhand 
area has rich endowments of both metallic 
and non metallic minerals Hus region 
produces 48 per cent of the country s coal, 
43 per cent of its mica 48 per cent of its 


bauxite 90 per cent of its apatite and all of 
its kyanite Further this region is very rich 
in forests 84 42 per cent of Bihar s forest 
area 1 1 cm n Jharkhand Singhbhum has Asia s 
richest sal loicsts 

The natural wealth of this area contrasts 
shaipl> with the desperate poverty ol its 
inhabitants For centuries this region has 
been the homeland ol indigenous people 
such as the Santals Mundas Oraons Hos 
Gonds Khinas Bhuiyas Bhumij Bn hors 
Tun Sadans Kimar Knmhars Kurnus etc 
who are also known as adi vasis which literally 
means original settlers They have a distinct 
culture and an identity roofed in their land 
which they art deter mined to preset vc Then 
societies \rc community based with land 
owntd communally Community life is co 
operative and based on sharing with 
decisions taken jointly through consensus 
They consider thur societies classless 
cgalitaiian and dose to nature 

These indigenous groups comprising 85 
to 90 per cent of the total population of 
Jharkhand have been the worst hit by the 
large scale exploitation of the natural 
tesources of the region through the develop 
mcnl ot mines industries and commercial 
exploitation of forests 1 he majority of them 
live m a state of semi starvation throughout 
the year The remaining 10 to 15 per tent 
of the population of the area are immigrants 
who migrated to amass wealth lor themsel ves 
The history of the indigenous people of 
Jharkhand is one ot struggles against such 
outside exploiters whom they contemp 
luously call dikus These dikus have 
gradually reduced them to a non dominant 
position lAreeparampil 1989 13 38] 

Mineral Exploitation 

In the name ol national interest* Jharkhand 
area is witnessing a gigantic industrialisation 
and developmental process involving the 
exploitation of its natural and human re 
sources The opening of coal mining in 
Dhanbad area during the second half ot the 
19th century and the establishment of the 
Tata Iron and Steel Company in Jamshedpur 
in Singhbhum district in 1907 marked the 
beginning of the large-scale exploitation of 
mineral and other industrial resources in this 
area 


Coal is the biggest mining industry of 
Jharkhand Prior to nationalisation in 1971 
coal was mined in a haphazard manner by 
private mine owners After nationalisation 
the entire coal industry of the region was 
entrusted to Coal India (CII ) and Us sub 
sidiarics (excepting a few captive mines of 
TISCO and 11 SCO) Coal India owns and 
operates 494 mines and 15 coal washenes 
through its subsidiary companies From a 
mere 72 95 mt in 1970 71 coal production 
has quadrupled to uound 305 ml per annum 
today It is poised to touch 41 ml by the 
year 2000 AD Over 60 per tent ol this is 
expected to come fiom open cast mining 
[Tandon 1990 23 J At present massive pro 
grammes in collaboration with multinational 
companu s are going on for the exploitation 
ol the coal wealth of Jhaikhand 
After coal iron ore is the next important 
mining industry ol the region Mining of 
lion me m Singhbhum area started at the 
btginnmg ol this century At piescnt large 
scale mining is going on at Gua Jamda 
Noamundi China Manoharpur Kinburu 
and Meghahituhuru These mines contribute 
about 40 pu cent of iron ore produced in 
India Most of the ore is consumed by steel 
plants at lamshcdpur BokaroandDurgapur 
Copper is a vety important mincnl found 
m east Singhbhum This area has been a site 
of extensivt mining activity for a long lime 
Ancient pits rock dumps and slag heaps 
scattered ovci this tract date between 2000 
BC and 6th century AD In recent years 
mining activities in many old workings have 
been revived by the Hindustan Copper and 
continuous production is maintained by the 
five operating mines at Rakha Kendadih, 
Surda Pathargora and Mosabom 
The mica belt of the region supplies 71 
per cent of the world's high quality sheet 
mica The major mining activities arc centred 
in the Kodarma reserved forest area lying 
north of Kodarma covering an area ot 147 61 
sq km Other mica producing centres of the 
region are Chatkan Domchanch and Dhab 
The mica godowns and dressing industries 
are located mainly in Kodarma, Jhumn 
Tilaiya, Domchanch and Gindih towns 
Limestone is quarried in Singhbhum, 
Hazanbagh and Ranchi distnets Kyanite is 
an important refractory mineral used in iron 
and steel industry It is found mainly in 
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Singhbhum district This mineral enables 
the country to earn a good deal of foreign 
exchange Bauxite quarries are located in 
north-west Ranchi district Besides the above, 
china clay mining is developed mainly in 
the Hat Gahmana area ol Singhbhum and 
in Palamau, Ranchi and Santal Parganas 
Fireclay mining and its associated industries 
have developed in the Damodai basin in 
Jhana and Ramganj coalfields Mining and 
processing of manganese apatite chromite, 
quartz silica steatite and asbestos have 
developed on a large scale in various parts 
ol Singhbhum Sizeable production of silica 
sand comes from Sahibgan) distnet Rock 
phosphate is mined m Palamau arta The 
Uranium Corporation ol India a public sector 
undertaking has established a uranium 
processing plant at Jaduguda in east Singh 
bhum and his started mining uranium at 
Bh itin Narwapahar Turamdih and other 
lie is ol this district 

1 he industn il I indscape of Jharkhand has 
undergone considerablec hangt during recent 
years mainly around Jamshedpur Rourkela 
Ranchi Bokaro and in the i oal mining areas 
of Dhanbid and Ramgarh The hrge scale 
industries of these centres aie based mostly 
on the vast mu illic tndnon metallic mineral 
usources available in the area All these 
centres hive attracted a laigc number ol 
other industries in their suburbs and ad|oinmg 
lie as Ihc non metallic mineral industries 
arc m unly situated in the Damodar basin 
c entred aiound Dhanbad and Ramgarh 1 he 
important non metallic mineral industries 
ini lude cement lactones at Japla Jhmkpani 
Sindn khilan and Rajgangpur fertiliser 
fac tones at Sindn and Rourkela refractory 
works at Dhanbad and Ramgarh glass 
lactones at Kandra and Bhurkunda mica 
industries at Jhumn Telaiya and Giridih and 
coal washenes and coke oven plants in 
Ha/aiibagh and Dhanbad districts Besides 
a large number of medium and small 
industrial hub*- of forest and agriculture 
based industries small engineering and 
manufaclunng industries chemical indus 
tries etc have developed at other centres 
of the region 

Large thermal power generating plants 
have been built at Bokaro Patratu Chandra 
pura Sindn etc, and hydro electricity is 
generated by the Damodar Valley Corpora 
tion at its vanous plants which supply power 
for industnes in Jharkhand and adjoining 
areas 

With the intensification of mining and 
manufacturing activities this region has 
registered a phenomenal growth m urba¬ 
nisation From less than 2 per cent at the 
beginning of the century and 11 5 per cent 
in 1961 the urban population in Jharkhand 
has grown to 21 25 per cent in 1991 as 
compared to 16 14 per cent for the whole 
of Bihar The number of towns increased 


fromeightinl872tol34inl991 The urban 
centres arc chiefly concentrated in the 
Damodar and Subamarekha basins which 
are the two main mining and manufaclunng 
/ones of the region 

The induslnal revolution taking place tn 
the Jharkhand region is causing an explosion 
of various sorts in the area One can call it 
an explosion because of its totally un 
paralleled scope and the catastrophic nature 
of the changes that it is bnnging about m 
this region It is causing an unprecedented 
assault on the relatively stable and self 
sufficient indigenous people and their land 
and other resources 

Impact of Mining 

For centunts the indigenous people ol 
Jharkhand lived in a harmonious relationship 
with then envuonment Since their lives are 
closelv related to nature, any adverse impact 
on the environment in which they live will 
adversely aflect their lives also and vice 
vtrsu The concept of displacement should 
he seen irom the wider perspective of this 
symbiotic relationship between environment 
and people The exploitation of mineral 
tesouiccs thiough surface and under ground 
mining has caused wide ranging environ 
mental problems such as land degradation 
air water and noise pollution etc These 
problems arc accentuated by the multiplici 
effect of mining in a region which has acted 
as a catalyst tor urbanisation and industna 
lisalion The direci effects of mining are 
compounded by the indirect effects of these 
inescapable developments 

The large scale mining and al lied activities 
going on in the Jharkhand region have caused 
severe damage to the land resources ol the 
area Vast ireasot rich forests and agricultural 
lands belonging to the indigenous people 
have been laid waste because of haphazard 
mining Underground mining operations 
especially of (oal have c reated unsale surlac c 
conditions in inaiy aicas warrai ting 
diversion of roads railway lines etc and 
the shitting ot a number of townships Over 
49 localities have been declared unsafe foi 
human habitation in the Ramganj coalfield 
alone The union government is reportedly 
planning to rehabilitate the new town of 
Mangalpur near Ramganj where 60 000 
people are afferted by mine-related sub 
sidencc [Anon 1994a] According to the 
Chari Commute c report 6 055 5 hectares of 
land in Ramganj coalfield and 4 *561 14 
hectares in Jhana coalfield have been 
severely damaged due to subsidence aban 
doned quame* and spoil dumps [Chan 
et al 1989] 

Of the 213 million hectares of land m 
which coal is found in India, over 0 36 
million hectares (16 9 pei cent) have been 
damaged due to past coal mining activities 


[Rehana and Saxena 1994 235] According 
to B P Baliga former head of the environ*- 
mental engineering division of CMPDI, Tn 
the 1980s the coal mining industry became 
identified as a major cause of damage to the 
envuonment with more than 75 sq km of 
land being destroyed every year In a recent 
paper Baliga has pointed out that as early 
as 1973 the following negative effects of 
coal mining over the years came into focus 
U) 651 (352 in TCI 299 in BCCL) aban¬ 
doned open cast mines (b) 6,898 (4,343 in 
FC* 2 031 inBCCi 524inCCL) subsided 
ueas due to past underground mining 
operations (c) 1 101 (370 m ECI 631 in 
BCCL 100 m CCL) abandoned external 
reject dumps (d) 70 mine fires covering 
an area ot 17 32 sq km m Jhana coalfield, 
eight mint tires cich in Ramganj East 
Bokaioand Karanpura coalfield [Baliga 
1994] As a result more than 122 sq km of 
area belonging to HI alone has now become 
derelict 

The large scale mining operations going 
on in the region have adversely affected 
ground water table in many ireas with the 
result that the yield of water from the wells 
of adjoining villages has drastic ally reduced 
I urther effluents discharged from mine sites 
have seriously polluted the streams and 
underground waters of the area Acid mine 
dr unage liquid effluents from coal handling 
plants collier) workshops and mine sites 
and suspended solids from coal washenes 
have caused senous w'ltcr pollution in the] 
region adversely affecting fish and aquatic 
lift 

Tht Damodar river the major source of 
water in the region is perhaps the most 
polluted nvtr in Indi i It receives wastes 
from the many industries situated on its 
binks A study ot the area showed that a: 
single coal washery was discharging about 
40 tonnes of fine coal into the Damodar4 
every day 1 here arc as many as eleven coal | 
wishenes in the rceion with an annua) 1 
installed capacity ot 20 52 million tonnes'! 
[Singh J 1985 217| loda\ the Damodar or < 
Damuda considered a sacred nver by the^j 
Santal tnbals is quite like a sewage canal j 
shrunken and Tilled with filth and rubbish, 1 
emanating obnoxious odours j 

Other major rivers ot tht region arc also) 
seriously polluted The Karo river in west* 
Singhbhum is polluted with red oxide from * 
the non ore mines ot Noamundi Gua and 1 
China The Subamarekha shows a dif-j; 
ferenl type of pollution even more hazar¬ 
dous than this Metallic and dissolved toxic 
wastes from TISCO Jamshedpur and HCL, ^ 
Ghatsila and radioactive wastes from the) 
uranium mill and tailings ponds of the UCIL j 
at Jaduguda flow into Subamarekha andi 
its tributaries Millions of people livmgt 
along the banks of these n vers are compel- \ 
led to drink water which contains the 
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radioactive and chemically contaminated 
Pastes. 

Mining and allied operations are causing 
Serious air pollution in the region. Open cast 
quarries, coal washenes, thermal power 
plants, coke-oven plants, cement factories, 
fertiliser plant, etc, contribute to serious air 
pollution. 

Victims of Development 

The large-scale exploitation of the natural 
resources of the region through the deve¬ 
lopment of mines, industries, etc, has ad¬ 
versely affected the indigenous people at 
Jharkhand. They are systematically and 
methodically being dispossessed of the 
ownership of their means of production, of 
the products of their labour and of the 
very means of human existence. They are 
dispossessed of their political autonomy 
and their communities broken up in the 
name of‘development’ for ‘national interest*. 

A new type of internal colonialism is 
being unleashed on them by the ruling classes 
of the country. The new liberalisation policy 
of the government and the opening of the 
mining sector to private concerns and multi¬ 
national corporations will lead to further 
destruction of the area by these vested 
interests. 

Land Alienation and Displaci mfnt 

The indigenous people have a special 
relationship with their land. To them land 
is not simply a factor of production as it is 
for other people, but a source of spintuahly 
as well. Regarding ownership of land the 
indigenous people have different concepts, 
often incomprehensible to outsiders. In the 
first place, ownership of land is vested in 
the community. No individual has the right 
to permanently alienate the land from the 
community. The tribe is the trustee of the 
land it occupies. The community or tribe 
includes not only the living members but 
also the ancestors and future generations. 
That is why for the indigenous people land 
and blood arc homologous. Their society, 
culture, religion, identity and their very 
existence are intimately linked to the land 
they hold. 

To separate the indigenous people from 
their land is tantamount to tearing them apart 
from their life-giving source. But colonial 
exploitation ol their territory has meant 
precisely that for many of the indigenous 
people of Jharkhand region. A number of 
them have been illegally dispossessed of 
their land. Many have been forced to leave 
their homes to work in the brick kilns and 
Stone quarries of north Bihar, West Bengal, 
UP, Punjab and other places as contract and 
even bonded labourers. 

Although the exact extent of land alienation 
and displacement is difficult to ascertain, we 


shall try to geta rough picture of the situation 
by examining the extent of displacement 
caused by some of the major projects of the 
area. One of the major causes of land 
alienation and displacement in the area is 
the mining industry, particularly coal. In the 
past, vast tracts of the coal bearing areas of 
Damodar Valley had been acquired by private 
firms often by fraud and turned into waste¬ 
lands by haphazard mining. After the 
nationalisation of the coal industry the coal 
mining in this region was entrusted to Coal 
India (CIL) and its subsidiary companies 
BCCL, HCL, and CCL. 

These coal companies are at present 
acquiring extensive land areas and displacing 
a large number of families. According to an 
estimate, between 1981 and 1985, the Central 
Coalfields acquired 1,20,300 acres of land. 
Similarly, Eastern Coalfields has acquired 
about 30,000 acres during the Sixth Plan 
period. More than 32,750 families have been 
displaced. But Coal India could offer jobs 
only to 11,901 displaced people [Government 
of India 1985). 

A study by CMPDI has envisaged that 
up to 1994-95 the total land requirement for 
coal projects in Jharkhand area would be 
62,642 hectares of which 22,843 ha (37 
per cent) would be forest land. Out of this 
11,909 hectares of forest land and 26,576 
hectares of non-forest land would be taken 
up by coal projects in the Karanpura valley 
alone [Tandon G L I990:29|. The Raj- 
mahal Coal Mining project of ECL in the 
Godda district will displace about 6,000 
people from seven villages. In this project 
the pit area under proposed mining covers 
5.5 sq km. 

The Piparwar Coal Project, located in the 
North Karanpura valley, covers an area of 
6.38 sq km with mineable coal reserves of 
197 million tonnes. The Piparwar open pit 
mine started in January 1990 is the first of 
what could be no less than 24 new coal mines 
which would rip the valley from one end to 
the other to yield 29 tonnes of coal annually. 
According to official claims the project will 
displace 460 families from two villages. 
However, unofficial reports say that at least 
15,000 people from 14 villages and hamlets 
will be severely affected by the mines, the 
washery and other auxiliaries. The project 
is causing severe damage to the environment 
- 289 hectares of reserved forests arc being 
clear-felled for the construction of the mine 
and other facilities. The coal produced at 
Piparwar will be transported to two thermal 
plants near Delhi for generating electricity 
for the use of industry and domestic 
consumers in Delhi. All this would happen 
at the terrible cost of environmental destruc¬ 
tion and social damage in the entire north 
Karanpura valley. 

The north Karanpura valley contains some 
of the best rice lands and forests in Hazari- 


bagh district. Hie valley is also unique in 
its archaeldgical significance. Recently, 
exquisite pre-historic rock paintings have 
been discovered in cave shelters at Isco and 
Thethangi in the eastern part of the valley. 
Further, ancient stone implements, iron slag 
and bunal grounds have been found at several 
places close to the Piparwar mine site. All 
these remnants of a rich and long cultural 
history are threatened with imminent 
destruction due to the project. 

According to the Directory of Mines and 
Mine Leases published in 1976 by the Indian 
Bureau of Mines there were about 300 
mines operating in Singhbhum and more 
than 1,51,000 acres of land were leased out. 
owned mostly by private agencies. However, 
the total land area affected by mining is 
many times greater than the simple lease 
area. A lot of land is illegally mined by 
private contractors. Besides, land is also 
converted into roads, townships for miners, 
infrastructure for administrative purposes, 
stockyard for preliminary processing opera¬ 
tions, etc. Further, disposal of mining debris 
creates pollution and makes agricultural fields 
infertile forcing the people to abandon or 
alienate their lands and move out to other 
areas. 

The Uranium Corporation of India 
(UCIL), situated at Jaduguda in cast 
Singhbhum is the only producer in the 
country of the vital nuclear lucl needed in 
all atomic reactors fed by natural uranium. 
Presently, UCIL operates two mines at Jadu¬ 
guda and Bhatin, a uranium mill at Jaduguda 
and plants for uranium by-product recovery. 
'Hie company has started work on setting up 
new underground mines at Narwapahar and 
Turamdih, a mill atTuramdih at an estimated 
cost of over Rs 4,950 million. 

Exact figures are not yet available about 
the extent of land alienation and displace¬ 
ment due to uranium mining and allied acti¬ 
vities. UCIL has taken over five villages 
belonging to the indigenous people for set¬ 
ting up the mines, the processing plant, 
colony and the township at Jaduguda. Ac¬ 
cording to the 1961 Census the total popu¬ 
lation of these villages was 2,047, of whom 
47.1 per cent were tribals. mainly Santals. 
Many indigenous families were displaced 
from their ancestral lands due to the con¬ 
struction of mines and mills at Bhatin, 
Turamdih and Narwapahar. They have not 
yet been properly resettled, nor have they 
received full compensation for their lands. 
Many of them are living on vacant lands 
along the railway lines and roadsides near 
the Sundemagar area. 

Due to the mining and processing of 
uranium in their area the indigenous people 
and others living at Jaduguda and nearby 
villages have become the immediate victims 
of the hazards of radioactivity. They are 
meeting a slow, agonising death due to 
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radiation and contamination of their en¬ 
vironment Life-giving sources such as air, 
water, animals, fishes, plants, etc, have been 
affected Known and unknown diseases 
have spread into the villages ringing the 
knell of death [Arceparampil 1991 33-47, 
Anon l994b1 

The growth ot mining at tivines in the 
region has acted as the most powerful 
stimulant in the emergent e of new industnes 
and m the growth of new urban centres 
These in turn have caused lurthei alienation 
ol indigenous people’s land and their 
displacement Thus, the Damodai Valley 
project (DVC) alone has displaced 93,874 
persons from 84 140 acres ol land in *05 
villages Of these *7,320 acres were culli 
vated land [Singh 1985 223| for the ton 
strut lion ol Rourkcla steel plant mines and 
the Mandira dam 32 567 71 acres of land 
were atquircd icsultmg in the displatement 
ol 4 251 families of which 2 074 families 
belonged to ST The Heavy I nginecnng 
Corporation established at Hatia near Rant hi 
m 1958 displaced 12 990 persons who 
belonged mostly toOraon and Munda tubes 
from*) 200atrcsol land F or the construe lion 
of Bokaro Steel plant 30 984 22 acres of 
land from 46 villages wcie acquired dis 
plating 12 99t) families 2 707 ot them tribal 

I he rapid expansion of mdustnes jnd 
mines in lharkhand was followed by a 
phenomenal growth in urbanisation and a 
large-scale influx ol outsiders to the aiea 
This in turn has resulted in me rt used land 
alienation and displacement ot indigenous 
people This displacement caused by the 
expansion of the industrial-urban sector 
further resulted m many cases in the 
migration of indigenous people to outside 
regions in search of livelihood The 
immigrant outsiders have legally or bv fraud 
displaced the indigenous people from (heir 
habitat 

The extent of the influx of these outsiders 
to the area can be seen from the tall in the 
proportion of STs and SCs to the total 
population of the area in Singhbhum the 
proportion ot STs and SC s tell tiom 58 54 
per cent in 19*1 to 47 38 per tent in 1991 
the proportion of ST alone icll from 54 08 
per cent in 1931 to 42 28 per cent in 1991 
The situation is similar in other parts of 
Jharkhand Districts like Dhanhad, Ranchi 
and Hazanbagh have also had very great 
increase in the number of immigrants About 
32 per cent ot the people living in Dhanbad 
district in 1981 were m migrants During 
1981-91 alone the proportion of STs to the 
total population in the whole of Chhota- 
nagpur and Santhal Parganas fell trom 30 26 
per cent to 27 67 per cent This clearly 
shows the rapid increase in the influx of 
outsiders 

The displacement of indigenous people 
can also occur through indirect pressure on 


their lives by the establishment of industries, 
mines, towns, etc One such factor which 
forces them to move out of their habitats is 
pollution of air and water For example, the 
cement dust from the ACC cement factory 
at Jhinkpani in Singhbhum is polluting the 
air and making vast areas of agncultuial land 
practically useless Besides, the adi vast shave 
an avcision towards the dikus and move out 
of their areas because of conflict of cultures 
when the dikus become a majority I he 
increasing cnminalisation of society in the 
industrial urban sector due to robbery, goon 
daism prostitution communal riots, etc, is 
another reason why the simple indigenous 
people opt out of such atcas f his negative 
urban pressure is accompanied by rising 
picc offers by speculators for their land 
The e push and pull effects have indirectly 
forced the indigtnous people to move out 
ot their hearths md homes 

Fnsi avi mi nt oi Indigenous Ptopli 

InthenamcMif development for’national 
interest the Jharkhand area is witnessing 
not development but the rape ot its people 
and of its natunl wealth through a pioccss 
of colonialist and capitalist exploitation The 
brutality inherent in the process of indus 
triahsation - tht plundering ol its mineral 
wealth and the decimation oi its forests 
which provided much of the livelihood for 
i's people has not only reduced the majority 
of its inhabit mts to destitution hut has also 
brought the area to tht brink of an ecological 
disaslei 

The large scale capitalist exploitation of 
the wealth ot Jharkhand lequircs a vast army 
of cheap casual labour I he indigenous 
people who arc icduced to destitution arc 
forced to accept this role The capitalist 
development and exploitation thus form a 
vicious cnclt foi the indigenous people On 
the one hand it has rendered ever increasing 
numbers of them destitute through eviction 
destruction ot their sources ot livelihood 
etc and on the other it has utilised then 
destitute condition to employ them lot a 
specific role in this process namely that of 
sweat labour or ptoleianat Mot cover every 
attempt is made to keep them in such a 
situation because without them remaining in 
such a state no so t ailed ‘development is 
possible 

The New National Mineral Policy announ 
ced by the government in March 1993 with 
much fanfare is designed to attract private 
and multinational investors for large-scale 
expansion ot mineral exploitation in the 
country India is a major mineral producer 
It is the world’s fourth biggest producer ot 
hard coal and bauxite and fifth in terms ot 
iron ore Since all these major minerals are 
mined mostly from the Jharkhand region the 
new mineral policy will have far reaching 


consequences for the environment and people 
of this area 

The dominant mining companies ot the 
world arc now showing great interest in 
India, especially in the Jharkhand region. 

I he White Industries of Australia and the 
Canadian Met Ohcm company have already 
taken up projects m the coal sector The 
Piparwai C oal Project is being jointly run 
by CIL and the White Industries The total 
cost ol the project is estimated at Rs 542 43 
crore I he Australian aid component will 
be A$?06 million three quarters ot which 
will actually be spent in Australia on design 
and implementation The Australian busi¬ 
ness interests will make a substantial profit 
(more than AS L 50 million) trom this pi oject 

The Rajmahal Coal Mining project, one 
of India s largest open pit mines, is an 
ambitious hi tech project in one of the 
country’s poorest districts, Godda Met- 
Chem, a Canada based multinational serves 
as collaborator-consultant to ECL in this 
project and has been awarded a contract ot 
C$ 166 million by CH According to a recent 
study Met Chcm is a living example ot how 
it is possible to make big money out of one 
of the country s poorest districts Inapioject 
worth Rs 966 uorc the charges made by 
Met Chcm lor consultancy service alone 
come to Rs 105 crorc In accordance with 
the agreement Met C hem is placed in charge 
ot piocurement ol equipment technology 
tianslcr technical consultancy in mining, 
nunc planning maintenance and truck dis¬ 
pute hs> stems In el Icc t Met-Chcm became 
puichiscr middleman consultant and col- 
laboratoi t deadly combination as it proved 
Ihc multinational has gained enormously 
bung the sok entity in charge ol procuring 
equipment wotth Rs 474 croie Ihc indi¬ 
genous people of Godda district have not 
benctittcd horn this great piojcd Hie hCL 
is making losses The only visible benehciaiy 
is the multinational Met ( hem that, by its 
own admission is doing okay [Sainath 1993a 
and 199 *h] 

It is reported that foal India is planning 
a massive expansion piogiammc ot its coal 
mining operations in the lharkhand and 
adjoining areas 1 he total costs of the pro¬ 
posed piogiammc, known as Coal Sector 
Rehabilitation Programme arc estimated at 
about US$1 9 billion The estimated foreign 
exchange requirements are about US $1 1 
billion Part of the fin inung would be pro¬ 
vided thiough a World Bank loan of IJS 
$400 million and an IDA credit ot US $25 
million most of which will be used lor 
pui chase of mac hi net y and for technical 
assistance from multinational companies 
The proposed arm ot tnc project is to imple¬ 
ment various rc form measures to make coal 
industry commercially viable and linan- 
c tally self sustaining Some of the planned 
ictorm measures arc closure of old mines 
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[ and opening of new economically viable 
, mines, mechanisation of mining operations 
' and retrenchment of workers. All these will 
1 have tremendous adverse impact on the 
' ’ ecology and on the people ol Jharkhand. 
t While the multinationals and the commer¬ 
cial and industrial sectors will amass huge 
profits, a laige number of indigenous 
people ol Jharkhand will be driven out of 
their homelands and deprived ol their 
sources ol livelihood. 

According to press reports the UK based 
RTZ Corporation, one of the two largest 
mining conglomerates in the world, and 
notorious for various human rights violations, 
has recently held discussions with the Indian 
and Orissa state governments on the 
1 possibilities ol mining iron ore in proven 
areas. International environment pressure 
groups and human rights organisations, such 
as Minewatch and Parti/ans - both based 
in London, monitoring global mining in¬ 
dustry - arc watching with great apprehen¬ 
sion the proposed entry of RTZ into India. 
These organisations have documented RTZ’s 
recent involvement in the violation o! 
indigenous people’s rights, the alleged 
contribution of the corporation to the war 
in Papua New Guinea, environmental 
destruction in south America and south-east 
Asia, and the export of toxic wastes The 
company was fined in 1988 and 1990 lor 
breaches ol health and safety regulations 

The developed countries with one-fourth 
of the world’s population consumed 75 per 
cent of the minerals produced in the wot Id 
[United Nations 1992.35]. As the deposits 
of minerals in these countries are gradually 
getting depleted, mining multinationals like 
RTZ are looking tor huge, cheap and easily 
exploitable mineral /ones Their eyes are 
now turned to countries like hdia which has 
vast potential for mineral exploitation As 
a result of the new mineral policy which 
encourages the entry of multinationals into 
the mining sector there will be an unprece¬ 
dented assault on the mineral rich areas ol 
the country by these companies whose only 
interest is to maximise their profits, whatever 
the cost 

The enure Jharkhand area, rich in minerals, 
will be now thrown open for plunder and 
loot by these vested interests. With the ex¬ 
pansion of mining activities, especially with 
the opening of 50 new coal mines in the aica 
to achieve the targeted production of 417 
Ml coal by 2000 AD. land degradation, air, 
water and noise pollution will attain alar¬ 
ming pi oportions It is estimated that the rate 
of degradation ol land will intensity to 1,400 
hectares a yeai or more [Rehana and Saxena, 
1994.2351 This will have serious economic 
impact upon the villages and their agrarian 
population The existing agricultural and 
forest lands will shrink furlhci with the 
eventual emeigencc of more wastelands. 


More and more indigenous people will be 
forced to move out of their hearths and 
homes to brick kilns, stone quarries, etc, in 
search of livelihood Their wealth will be 
forcibly taken away from them leaving 
behind heartbreak, destruction and degra¬ 
dation As things are, there is little hope of 
better future for the deprived indigenous 
people of Jharkhand. The gaping holes ot 
abandoned pits scattered all over Jharkhand 
left at ter the plundering ol its mineral wealth 
symbolise the ultimate fate of the indigenous 
people of this region. 
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Development Projects, Displacement and 
Outcomes for Displaced 

Two Case Studies 

S Parasuraman 

Since displacement means redefinition of people s entitlement and access to sol io cultural economic and environmental 
resources a clear assessment of what happens to families belonging to various sections of the population and to 
individuals within families is important This paper assesses the nature of change displacement induces among the 
affected families presenting two case studies as illustrations 


DTVhLOPMLNl projects die perceived as 
symbols ol national progicss If properly 
executed they havt the potential to facilitate 
generation of employment opportunities 
lot m it ton ot new skills inctcasc s in income 
and consumption levels and improvement of 
infrastructure facilities I hey can also con 
tribute to modifications m cultunl patterns 
and changes in old social values and tiadi 
tional orp imsations On the other hand most 
development pioiects drastically icdehne 
the land use pattern I hey induce displace 
mcnl ol peoph Irom then ancestral lubitats 
and cause large scale loss ol traditional 
occupations 1 hough the catefully planned 
and ludiciously executed dt*»lopincnl 
protects have been instrumental in the faMer 
economic growth nt the nation they havt 
often also pioved to he desliuctivc [Parasu 
laman 199^a and h I urnandts cl al 1992 
Ihukral 1992 Ccrma I990| 

Dams mines, power pi mts industries 
pai ks and sanctuai ics indue e v at y mg magni 
tudes ol displacement ol people from their 
traditional habitats Often displacement is 
lollowed by some form of voluntar) oi 
involuntaiy resettlement at the onginal or 
othei locations Typically displacement 
causes senous economic social and cultural 
disruption of the lives of those affected by 
it and the social labile ot the communities 
ot the area In India, relocation normally 
meant movement oi people from one place 
and environment to another Sjch move 
ments drastically altered the physical and 
social environment in which people found 
themselves and to which they had to adapt 
aftci relocation 

The natuie and extent of physiocultural, 
environmental and economic changes indu¬ 
ced by displacement and resettlement 
determined the nature and the intensity ot 
stress and strain people experienced Com¬ 
plete subm rgcnce of village, houses, land 
and other immovable assets induced greater 
stress than partial submergence ot agn 
cultural lands Policies aimed at replacing 
the lost assets relocation ot the displaced 
in congenial social and physical environment 


and special provisions to facilitate the weak 
and the vulnerable to re-establish properly 
may help in c litrundling the adverse impact 
ol displacement 

I he ohicctive ol this paper is to assess the 
natuie ol change displacement induces 
among the affected families Since displace 
ment means redefinition ot peoples entitle 
ment and access to socio-cultural economic 
and environmental resources a cleat assess 
ment ot what happens to families belonging 
to various sections of the population and 
to mdmduah within families is important 
Two case studies arc presented to illustrate 
the impact ol displacement on atlecied 
families 

C onsi (jiinus u Displacement 

Cetnia (1990; has identified seven 
dimensions of impov crishmcnt risk induced 
by displacement They are landlessness, 
tohlessncss homelessness, marginalisation, 
food instcuntv morbidity and social dis 
articulation While each of these charac¬ 
ter t st i c s i s d i si i nc t and i ri cduubl c, they share 
a common denominator all are dimensions 
of a mullilaceted process of impoverishment 
These characteristics may be linked into a 
coherent typology or descriptive model of 
impoverishment risks through displacement 

In reservoir projects, land owners located 
in the reservoir area, whose lands were 
acquired in lull oi in part very often received 
cash competition However, empirical 
evidence horn many countries indicates that 
compensation in cash usually does not en 
sure the icplacement of the lost land Many 
dispossessed fanners remain landless for- 
cvei The hkclih vod of landlessness is greater 
lo r families w Inch had only customary rights 
rather than format title on then land (c g, 
tribal groups families cultivating temple 
lands, etc) The loss ot land is the single 
most important cause of post displacement 
tmpovcnshtiicnl 

A compot ent ol impoverishment, margi¬ 
nalisation oi i urs when affected families (e g, 
those losing only pait of their land to sub¬ 


mergence) cannot fully restore their priori 
economic strength Medium si/cd farmm 
become small Small holders previouslyH 
precariously balanced above the poverty Intel 
may tall below u and nevci recover, even! 
without becoming landless High product!-1 
vity farmers on fertile valley-bottom land! 
arc marginalised when moved uphill, too 
marginal unfertile soils even though they! 
may be given the same area of land Margf-R 
nahsation also occurs through the loss offil 
off farm income sources available pre-M 
viously m 

Tor several categories of people holding^ 
jobs in the leservoir area there is a highrokfl 
ot permanent joblessness after displacement 
Agricultural labourers, including tenants, 
whose livelihood depends on being hired by 
landed agruultunsts (who themselves get j 
displaced) may end up relocated at sitesf 
other than those ot their former employers j 
and so are uncertain ot retrieving the old,| 
or finding new work Small private enter-; \ 
prises being displaced (workshops, rural' , 
industries artisan units etc) may not be re- , 
established causing massis e |oblessness Thei 
chances ol small shopkeepers service? 
workers vendois and others with such bust* i 
nesses reestablishing successfully would|< 
depend on the nature ot lescitlemcnt pro-** 
visions given to them J 

The loss ol shelter through displacement ^ 
is temporary tor most ol those displaced but A; 
for some families it may bei omc a permanent']/ 
condition It resettlement policies do not! 
explicitly provide improvement in housing ; 
conditions orif compensation fordemolishcdM 
shelters is paid at then assessed rather than f 
their replacement value the risk ol home- * 
lessness is increased The labour cost in¬ 
volved tn rebuilding a house may delays 
considerably house teconstruction and force* , 
the displaced into tempo! ary shelters 
Less quantifiable than landlessness and' 
economic marginalisation social dis-J 
articulation is nevertheless no less real andft 
profound Kinship systems ind other tightly 
knit social networks aie ' ital assets and hfeij 
supportmechanisms lot many families (such! 
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fs mutual help arrangements; labour ex- 
tfiangc relationships, production oriented 
Wormal organisations, child-care reci- 
} Wocity, food borrowing, burial activities, 

) tost-calamity help, and others). When these 
Support networks and arrangements are 
dismantled, a multifaceted resource is lost. 

| Social disarticulation also results from the 
•freaking up of authority systems and loss 
>f leadership. The society's capacity for 
telf-management and social control weaken 
)r collapse, with increased deviant behaviour 
retting in. The overall potential for group 
action is diminished. 

Research has al so documented that feelings 
af powerlessness and alienation are often 
, Witnessed among those displaced, especially 
, when entire communities are uprooted from 
(familiar surroundings. Impoverishment is 
] hastened by displacement procedures that 
I are indifferent to the need for relocation of 
former social units as social units (e g, 

’ villages; extended families; neighbourhoods, 
r&tc,) and for facilitating the social networks 
that maintain cohesion and form a life- 
sustaining resource. 

Case I: Irrigation project induced displace¬ 
ment and its social and economic impact on 
1 families \Parasuraman 1994a] 

The Upper Krishna Irrigation Project in 
.•Karnataka which involved construction of 
'two major dams at Narayanpur and Almatti 
'land consequent creation of reservoirs, was 
initiated m the 1960s to irrigate drought 
prone area of northern Karnataka. The 
, Narayanpur dam is constructed in a relatively 
^Hat, broad valley situated about 60 km 
downstream from Almatti dam which is still 
tinder construction. Narayanpur and Almatti 
reservoirs are interlinked and together 
/^displace about 0.3 million people excluding 
'.thosedisplaced by canals and other irrigation 
structures, by tar the largest displacement 
ever caused by any project in India [Parttdge 
, 1985]. Displacement and resettlement related 
to Narayanpur reservoir completed in 1986 
are evaluated here. 

UKP’s Narayanpur reservoir submerged 
27,707 ha of land. It displaced people from 
37 villages, located in Bijapur, Raichur and 
Gulbarga districts, through submergence. 
These were called 'displaced or ful ly affected 
Villages’. Estimates of the number of 
displaced households, hoth landed and 
landless vary considerably, averaging around 
5,794 [GOK 1990]. The government of 
Karnataka (GOK) did not have an official 
resettlement and rehabilitation (R and R) 
(policy for project affected people. 

. The R and R work was carried out through 
government resolutions (GRs). Broadly, the 
GRs had the following elements: payment 
of cash compensation for lands and houses 


acquired; provision of houseplot to those 
who lost house and assistance in shifting 
people to the relocation sites; and creation 
of civic infrastructure in the relocation sites 
[GOK 19901. The GOK prepared 27 
relocation sites located closer to the 
submerged villagescalled 'resettled villages'. 
The reservoir also submerged agricultural 
and common land of varying amounts in 53 
villages. Such villages are called 'partially 
affected villages’. About 3,000 households 
lost all or part of their lands due to 
submergence. Since the reservoir did not 
affect houses, people from these villages 
were not displaced and resettled [GOK 1990, 
Parasuraman 1991 ]. All those who lost land 
were paid monetary compensation. 

Social Disarticulation : Displacement 
affected various groups differently. A quarter 
of the displaced families were left with some 
land, while a few among them bought land 
from neighbouring villages. A few others 
took land on a sharecrop arrangement from 
nearby villages which did not lose land. 
Those who had more land reorganised their 
resources effectively to extract maximum 
benefit. First, young educated men migrated 
to Bangalore or other cities in Karnataka and 
Maharashtra for employment. Many large 
land owners used the compensation money 
to obtain government jobs for their sons. 
Second, the government permitted families 
with land to lift water from the reservoir for 
irrigation. The study revealed that better-off 
farmers took advantage ol the government's 
offer and brought their land under life 
irrigation. Most of the beneficiary families 
belonged to the lingayat and kurhur castes 
who had higher incomes compared to 
Muslims andjalgars. However, most families 
in this group reported that their current 
income was less than what they had earlier. 
About 8 per cent of the families in this 
category had per capita monthly income less 
than Rs 125. 

Another group representing about 10-15 
per cent of all displaced families belonged 
to the new landless category. Young couples 
from small and marginal land owning 
families, after losing land, migrated to 
Mumbai, Goa and Ratnagiri foremployment. 
In Goa they got work in mining, while others 
who moved to Ratnagiri were engaged in 
agricultural wage labour. It is interesting to 
note that men from UKP affected villages 
found wage levels in traditional male selecti ve 
out-migration prone Ratnagiri and other 
Konkan districts of Maharashtra good despite 
the fact that wage and extent of work available 
in these districts were rejected by out- 
migrating men as poor. This group consisted 
of lingayat and kurbur families. Among the 
families in this category, 36 to 40 per cent had 
per capita monthly income less than Rs 125. 


Men and women from harijan, landless 
kurbur and other low caste groups, 
representing about 45 per cent of families 
in completely displaced villages, broke 
into two groups. One group migrated 
toBombay and other large cities closer to 
Bombay for work in construction. Most 
resorted to Bombay and four months in 
the villages. Most of the construction 
workers in Bombay and other neighbour-ing 
cities came from dry areas of south India and 
the workers from north Karnataka accounted 
for a significant proportion [NICMAR 
1990J. 1 Displacement, in effect, hastened 
the process of migration of agricultural 
workers to the already swelled construction 
labour force. Construction is the largest and 
one of the most exploitative industries in the 
unorganised sector that offers no protection 
to the workers. 

The second group of men and women, 
generally aged above 35, stayed hack m the 
resettled village. They remained the poorest 
before and after the land acquisition period 
They were involved in agricultural wage 
labour within and outside the village. 
Migration of men and women to places 
specified above reduced the magnitude ot 
surplus labour. However, the number ot 
days of work availability and the wage 
rates were very low - Rs 7 for men and 
and Rs 4 to 5 lor women, which was less 
than 50 per cent of the stipulated minimum 
wages in 1991. In the agricultural season, 
most men and women from the first group 
were also available for wage labour. Over 
two-thirds of the families specified in this 
group had monthly per capita income less 
than the amount required to satisfy basic 
consumption needs. 

Migration of families seeking work as 
construction labour in places like Bombay 
under hard living conditions had a negative 
impact on women and children. Most child 
and woman related services like health care. 
ICDS, preschool, ration shops, schools and 
other important basic services arc place 
specific. 2 On the other hand, construction 
work involved constant moves from site to 
site. During monsoon months the families 
returned to the villages to work as agricul¬ 
tural labourers in sowing season only to 
move out in September. The whole process 
deprived women and children of services 
meant for them. Displacement pushed men 
and women into repetitive, unrewarding 
seasonal migration for construction and other 
temporary work, and marginalised not just 
them but subsequent generations as well 
[Laxmi 1992]. 

Some 10 per cent of the families in the 
displaced villages were Muslims who were 
engaged in trading. Most families left the 
villages and settled in towns in north 
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Karnataka The tracer study located only 11 
percent of all Muslim families in the resettled 
villages 

About 5 per cent of all families, mostly 
kurburs, owned sheep Land doss in and 
around the original village has forced them 
out to command area for seasonal migration 
Emerging diversification of agriculture in 
the command area villages due to canal 
irrigation increased the demand for organic 
manure which is still considered cheap Due 
to the demand for manure, sheep owners are 
in a position to maintain their herd and 
derive a steady income Displacement did 
not affect this group seriously except that 
the men stayed away from the resettled vi I lage 
tor most pan of the year 

Jalgars, a fishing community that derived 
muc h of their livelihood through river water 
fishing lost access to the river due to 
reservoir filling and were ill-equipped for 
icservoir fishing They were not able to 
compete with fishermen from Andhra 
Pradesh who had motor boats for icservoir 
fishing Three fourth of the Jalgar families 
had per capita income of ]es*> than Rs 125 

Caw 2 Impact of Industrial Project on 
/ amities 

for the c rcation of the new modern port 
m New Bombay across tiom the existing 
Bombay port the government of Maharashtr i 
acquired 2,584 ha land from 12 villages in 
Raigad district adjacent to Gieater Bombay 
distnc t The acquired land inc luded privately 
owned agricultural and salt pan land, and 
government owned salt pan and revenue 
land under intensive use by the people This 
study was conducted in 1992 five years 
after the port was commissioned and three 
years rehabilitation work was completed 
The study covered 1,783 families from all 
affected villages [Parasuraman, forth 
coming | 

Pre-land acquisition 1 ami lies depended on 
three major sources of income tor a 
livelihood agriculture, salt pan work and 
fishing In the monsoon, people worked on 
rice fields and later, for eight months 
beginning in October, concentrated on salt 
pan work and fishing Members of a small 
proportion of families were working in 
industries and government service, in near¬ 
by Thane, Panvcl and Bombay A few others 
were involved in construction and public 
works in and around their villages However, 
despite the project affected villages’ proxi¬ 
mity to the industrial cities, the economy 
remained mainly agricultural and dependent 
on land and sea 

Changes aftir Land Acquisition 

Landlessness and Marginalisation InJNP 
affected villages, those who lost land, lost 


all that they owned. This project acquired 
land from 1,829 families all of whom 
claimed jobs JNP found that it could offer 
jobs to about 450 to 600 persons To reduce 
the number of eligible families, it modified 
the job provision policy to apply only to 
those who lost over one acre of land This 
change reduced the number of families 
eligible for jobs by 22 per cent, but still 
JNP could not provide jobs to all Thus a 
strategy was adopted whereby jobs were 
offered to those families that lost more 
land In the process, the port eliminated 
from consideration all marginal and small 
farmers who lost their land but could not 
gain jobs 

Replacement of lost resources Of the 
1,567 families that owned land prior to land 
acquisition, 91 per cent lost all land and the 
rest part of the land The remaining land was 
to be acquired taler, for other purposes under 
the New Bombay project All salt pan lands 
were lost Out of 12 villages aflected by the 
construction of the port, one village was 
completely displaced and relocated in three 
places 6 10 \m away from the original 
village Only one lelocated village was closer 
to sea Lxcept the Koli families in this 
relocated village, all others lost access to sea 
and fishing 

1 he port was required to give employment 
to all those who lost land In the port affected 
villages, 91 per cent families owned land 
and lost all but less than 3) per cent got 
employment Since “one job per family losing 
land to the industry ’ was simply a directive 
from the Government of India, people could 
not resort to legal procedure to gain cm 
ployment as entitlement Those who could 
not get employment with the port or other 
industries in the area were engaged in various 
non agricultural wage labour activities 
loading unloading and othei contractor 
related activities in port and port related 
establishments sand extraction, Public 
Works Department and Employment 
Guai antec Sc heme work, and industry related 
contrac tor/casual wage labour activities in 
industries 

Outcome of R and R in terms of per capita 
monlhh income 

The impact of the port due to land 
acquisition and subsequent offers of perma 
nent employment was not uniform across all 
families Out of 1,753 families covered in 
the study, at least 25 per cent expenenced 
significant increases in their per capita 
income Thc>e were the families that got port 
employment A good proportion of families 
m this category had more than one permanent 
industry job eithci with the port or other 
industries in the area Fo r another 32 per cent 
families, there was no change in income 


level The advent of the port and associate! 
employment enabled these families to regan 
their previous income level However, fo 
about 40 per cent iamilies, the situation ha 
worsened 

Most of them were fishermen and 
and marginal farmers who were full; 
dependent on fishing and salt work The$A 
families could not find industry employment 
either because they had very little land 
lose and thus were eliminated in the ji 
provision method adopted or because the; 
did not have any literate or skilled persofl 
suitable to work at the port Contractor an£ 
c asual wage labour have always been patch; 
and unreliable In 1991 92, 75 67 and 4' 
per cent of the families that derived mucl 
of their income through non-agnculturw 
wage labour, fishing and petty business(stmeT 
venders) respectively, had a per capitg 
monthly income less than Rs 110 

Though the port affected all families 
seriously alfcctcd certain caste groups, 
higher proportion of kolis and karadis 
per capita income Jess than Rs 160 than th| 
agns and the marathas Those families wil 
peimanent employment in industry 
service had better incomes than thos] 
engaged in non agricultural wage laboi 
Most ot the kolis and karadis took to fishmj 
and salt making at a younger age, and tto 
had scry little or no education Also the k< 
and karadi iamilies normally had less li 
to lose Thus these two caste groups fail 
to sec ure employment in port and tndusi 

Disc i ssion 

The Upper Krishna Project has under 
mined the economic and social position o, 
originally landless labourers and 
fishermen The vulnerable groups such 
the hanjans fishermen and women were le| 
woisc olf The policy related to R and | 
provided money compensation to family 
which owned land and houseplots to thoa^ 
with own house in original villages Shan$ 
croppers and those cultivating revenue an 
common land without title *ere not pail 
compensation The project did not mal»| 
an> attempt to facilitate families replac 
lost assets A better R and R program!!* 
would have aimed at resettlement of tk 
displaced in command area ol the projeci 
facilitated the people replace lost land, ar" 
provided development opportunities to tlJ 
originally landless and other vulnerabb 
groups But the UKP did not have any * 
these provisions 

In the case of Jawaharlal Nehru Pc* 
(JNP), the land acquired was far in exccj 
of that requited for present and future nee& 
of the port [Vcrma 1981, 1985] It cou 
have functioned efficiently with less Ian 
On the other hand, modern technology u» 
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tft port operations could absorb very tew 
workers and that too only those with tech¬ 
nical qualification Thus the port could not 
provide employment to one membei from 
each tanuiy that lost land as per the 
government of India directive Instead the 
port adopted a strategy whereby only those 
Who owned and thus lost more land were 
given employment The small and margi 
nal farmers and the fishermen who were 
seriously affected by land acquisition and 
denial of access to sea were not given 
employment The unused land is now 
being handed ovei to private sector hull 
ders Thus those who lost land could neither 
use the vacant land for cultivation nor 
share the profit made by CUXO/JNP 
through the sale of land to contractors and 
developers Given the high density of 
population (per acre ol cultivable land) 
directly and indirectly dependent on land it 
is essential to limit the land acquired to a 
bare minimum to minimise the extent ol 
population displacement 
Provision ol permanent employment is 
'only one element of any rehabilitation 
^ framework Other measures could ha\ c been 
^ developed to assist the families not covered 
under job pros ision Bee ausc of its financial 
and managerial autonomy as a public sector 
undertaking the port was in a good position 
i to rehabilitate the alfec ted people However 
'it failed to assess the people s skills and 
capacities to engage in alternative producti vc 
i activities 

J The rehabilitation policy may be suitably 
I modified to incorporate provisions that 
facilitate the affected people invest the 
tcompensation money in productive assets 
4 Loans and subsidies may also be made avail 
4 able to augment the compensation money 
•for suitable investment purposes 
1 In JNP affected villages agriculture for 
med a well defined domain of female 
‘productive activity But in the changed 
situation women had no defined role Men 
•were better placed to get the relatively 
scarce organised factory employment 
created by industrial growth Employers 
and trade unions preferred men even when 
women with lequiicd qualification were 
available This pattern has not only led to 
agreatei pauperisation of displaced women 
but has also increasingly contined women 
to the margins of the labour maikct Special 
attention should be given to women in the 
rehabilitation policies and provisions 
Women requite training in useful skills m 
the new industrial environment to facilitate 
| their employment Some ol the broad impli 
cations emerging from the analysis are 
(1) There is a strong need for developing 
a R and R policy and a well endowed 
machinery to implement the policies In all 


situations where there was a policy, R and 
R outcome was better compared to situa¬ 
tions where there was no clcaily stated 
policy 

(2) However, a policy alone cannot 
determine the R and R outcome A review 
ol a numberof irrigation protects shows that 
though the R and R programme related to 
the displacement caused by the irrigation 
project was governed by the same policy 
framework the outcomes were significantly 
different (Parasuiaman 1994] In the final 
analysis the factors that determined the 
R and R outcome wete ethnic characten 
sties and political power of the displaced 
people the uupoitancc of ihc project to the 
dominant groups in the society and the 
nature and intensity of collective action 
campaigns mounted by the people 
(7) Lxperiences liom the Sardar Samvai 
and other industrial irrigation and power 
projects show that large scale displacement 
specific to the natuie ol project cannot be 
sustained Despite a good policy the 
governments have found it impossible to 
resettle people with all provisions promised 
by the policy | Parasuraman 1994| 1 he very 
1 act that the thtee state governments mvolvtd 
in Sardar Sarovar protect have three different 
policies with differing entitlements to the 
displaced though people arc displactd by 
one project is testimony to the fad that the 
governments arc not commuted to social 
justice Differing policies have cmciged 
depending upon what the project meant to 
the state governments when the onslaught 
of the affected people made it lace the 
prospect of losing it Thus the task factng 
the affected people is to demand a com 
prehenstve R and R policy with sufficient 
legal and constitutional safeguards to enforce 
its actu il implementation 

(4) When the people displaced arc tnbals 
and t hose pri mar lly depended on ugric ulturc 
the R and R provisions should aim al land 
based alternative besides inclusion of non 
land based R and R provisions 

(5) The policy on R and R should cover 
industrial piojccls All over the country 
industrial projects aicdisplacing mote people 
seriously thieaicnmg the livelihood o( a 
large number of people 

(6) 1 here is an urgent need to redefine the 
public purpose clause of 1894 Land 
Acquisition Act modified in 1984 Under 
this act land is being acquired foi project 
that cannot be termed as public interest 

Notes 

% 

I Wages paid in not them Karnataka weie very 
low fencing many young men and women to 
move out foi htlter wage work Given the 
fact that availability of work and number ol 


days of work were limited to a maximum of 
about 150 days most of the households 
depending on wage labour were not in a position 
to satisfy their consumption needs 
2 The bottom 20 per cent of the households in 
rural areas account for 98 per cent of the rural 
poor These households get less than 15 per 
cent of their total pure hast of grain from the 
Public Distribution System PDS s role m 
supplementing the consumption level of the 
poor seems to be very limited m rural and 
urban areas (IDBI 1992] 
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Machkund, Upper Kolab and NALCO Projects 
in Koraput District, Orissa 

William Stanley 

Since the 1970s mainstream Indian industries haw begun exploiting the resounds of the Eastern Ghats, a large 
portion of whuh lies in Orissa This has led to severe environmental degradation with significant proportions of 
the population largely tribals . being di splat ed Comparatn e studies of displacement c ompensation and rehabilitation 
in three projects in Koraput district highlights the need for a uniform , but flexible, policy on resettlement and 
rehabilitation 


AF1ER independence the Indian state 
assumed the responsibility for economic 
growth and national progress via adoption 
o! the dominant development ideology This 
development pattern based on western 
models involving the transfer of high level 
technology heavy capital investment only 
strengthened the pic existing power 
structures and tcudul patterns Ccnlialised 
planning macro development and British 
political and a buieaucratic administration 
model has resulltd in wide int omedisparities 

I his development policy legitimised 
systematic displacement and dispossession 
of th< icsouices labour and in fact the very 
means ot human existence of the dalits the 
tribals and the poor People wt re forc'd »o 
icplace the sociocultural fabnc and eto 
systems which had given meaning to their 
lives for thousands of years by alien places 
and were reduced to nomads or misfits 
For the displaced this constituted a cultural 
ethnoude The erosion of people s culture 
v dues and identity began through planned 
transmigraton schemes such as integiation 
assimilation of skills individualistic educa 
lion promotion aimed at co opting Ihc 
displaced into the so called mainstream 
consumenst society 

The development of industries mines 
large dams and plantations has resulted in 
a situation where thcie is no control over 
floods, drought and other natural calamities 
Other projects vet to be commissioned arc 
displacing more people and dcstioying the 
resource base of thousands miy well he 
leading to an ecological disaster 
Today more than 30 million displaced 
people mostly tnbals dalits and the poor 
pay the price for the growth ot our 
country In addition to direct dis-placement 
indirect displacement of cultures, languages 
values, health agriculture and market has 
occurred through the consumenst formal 
sector - the cash/market economy Apart 
from the fully and partially displaced 
another category of victims were the project 
affected persons (the PAPs) who were not 
physically displaced but deprived of their 
livelihood due to the loss ot their land and 
common property resources The neglect 


ot this category has meant that in the last 
four decades only 25 per cent of those 
displaced by the development projects were 
rehabilitated 

Since the 1 c >7()s after exhausting the 
resources in the south, north and west of 
India mainstream Indian industries have 
begun exploiting the resources of the Eastern 
Cihats aiea ot which the state ot Orissa 
accounts tor 3ft pen cent This area is rich 
m resouiccs and the process ot transferring 
resources from the periphery to the centre 
is now visible In the 1950s Orissa did not 
have any industty except for a few saw mills 
and some ice factories near Cuttack The 
state had two large dams in 1950 as against 
J49 in 1990 Exploitation of Us natural 
resources began in the 1950s with the building 
ot the Hirakud dam and the Rourkela steel 
plant later lollowcd by mines and more 
dams 

During the last two decades On ssa s forest 
cover lias declined In 1981 the state had a 
forest cover of 59 96} 30 sq km But the 
NRSA data bised on the images of 1981 
8}givesaligureot 53 163sqkm I he Forest 
Survey Satellite Images of 1987 pul the tree 
covet in Orissa in 1987 at 47 137 sq km 
The FSI report attributed the dec line in forest 
covet to shifting cultivation and cutting of 
trees foi firewood by the tnbals However 
the accelerated capital intensive development 
programmes could N a major cause for the 
loss of 6 036 sq km ol tree cover in Ihc stale 
during the last lour vears This loss amounts 
to 1,500 sq km pt r year or around 3 per cent 
ot the total tree cover of the state 

Koraput (undivided district) is Orissa s 
biggest district A majority of its population 
(56 per cent) aie tnbals forming 24 per cent 
of the stale's tubal population Today dalits 
and tnbals form 70 per cent of the distnet s 
population T he di ( trie t has 18 large projee ts 
with about 5 00 000 acres (2,000 sq km) ot 
its total area ol 26 961 sq km (or 7 42 per 
cent) occupied Fy these sc hemes Accoiding 
t > one estimate around one lakh tnbals have 
been deprived of their land, including 
4 00,000 acics of lorests on which they 
depended for their livelihood More than 6 
per cent ot the distnet population mainly 


tribals have been displaced (1991) The 
quality of hie indicators like literacy, life 
expectancy employment health are low 
among the displaced people - the tribals and 
dalits 

Por the purpose ot the comparative study 
ol displacement compensation and re¬ 
habilitation l have chosen Machkund 
Hydroelectric Project (1950), Upper Kolab 
Multipi rpose Project (1970), Nalco Bauxite 
Mine and Plant at Darnanjodi (1980) 

Mm hmjnd Hydro Ei i nRiniY Project 

T ht Machkund hydel dam was constructed 
on Ihc Duduma river in Koraput distnet The 
Mah iraja of Jeypoic conceived the idea ot 
a dam as early as 1928 Planning continued 
for neatly two decades Displacement’ began 
in the late 1940s Its cost and benefits were 
shared by Andhra Pradesh and Onssa on a 
70 10 basis (iivcn the scarcity of records 
in (hose days collection ot exact data was 
not possible Government officials told the 
people that the project was to generate 
electricity The people had never heard of 
electnuty and were happy to know that they 
w ere the first to be chosen in Koraput district 
forthisrvpcofmodernisation But thepeople 
were unaware of displacement and the 
related consequences Initially the projeci 
authorities did not plan foi rehabilitation' 
The officials involved in the rehabilitation’ 
were not aware ol the processes required toi 
a humane rehabilitation 

According to a source IMahapatrs 
1990 86] 2 93S families were displaced by 
the piojcct 1 5()() (51 per cent) tnbals anc 
100(H) 21 per cent) dal its Only 6(X) families 
were rehabilitated (450 tribal families and 
150othcis) A decision was taken to allocate 
25 per cent of the Dandakai anva area around 
Malkangin tor the rehabilitation of the 
displaced persons 

The DPs weic rehabilitated in ar 
environment similar to that trom which they 
were displaced and so adapted themselves 
to their new surroundings Each displaced 
family was given five acres ot land The land 
given was fertile and Non Wood Forest 
Produces (NWF P) weic abundant until the 
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Dandakaranya project cut the forest around 
them Their family life and community 
support mechani sms have not been destroyed 
completely There were few middlemen at 
that time The DPs were rehabilitated in a 
semi-monetised economy 

In two villages people decided against 
leaving their birth place and presented a 
memorandum to the chief minister and the 
local government officials A freedom fighter 
Gangadhar Jhola perceived displacement as 
a new form of enslavement of his people and 
decided to lead the agijftbon against it 
Ultimately the villagers settled for higher 
‘compensation and hcttei Rehabilitation’ 
than originally envisaged although dis 
placement itself could not be avoided 

The land lor land scheme together with 
other souo psychological support helped 
the communities move from a barter to a 
semi monetised economy This enabled the 
displaced to adjust to the new surroundings 
The problem of the DPs was the lack of 
promised irrigation facilities Those re settled 
on a land for land basis became aware of 
their rights and felt that they had been 
displaced to provide irrigation to someone 
else The displaced tnhals and dahts did not 
have access to sc hool dunking water health 
care and electricity Though there were no 
landless there are indications that processes 
of class formation and land alienation had 
begun However the Machkund DPs were 
better off as they were rehabilitated in an 
economy similai to then earlier one 

As a rehabilitation policy land loi land is 
essential but it can work only it it goes together 
with the remaining souo cultural environ 
mental and economic support systems 

IJPPI R KOI AH - Ml L II PURPOM PROJW’l 

The Upper Kolab Multipurpose' Protect 
(IJPKOL) in Koraput district nvjs con 
strutted to harness the water potential ol 
River Kolab The project was supposed to 
imgate 47 985 ha of agricultuial land lor 
kharif and a little less loi the ubi crop in 
addition to 22 267 ha by life irrigation and 
generate electricity to a maximum capacity 
of 240 MW 

This project began in 1976 77 and was 
completed m 1984 85 at a cost of Rs 160 
crore (The original estimate was Rs 16 4 
crore) People living in 149 villages weie 
affected by the reservoir level ot RL 858 
Out of this 21 870 acres ate private land 
6,557 90 acres revenue land and 189 95 
acres are forests The balance of 1 629 acres 
are nvers nallahs tanks, road, etc Out of 
13,095 families (50 771 persons) affected 
fully or partially, 2 127(8 830 persons) were 
dalits, 7 092 tnbals (26,620 persons) and 
3,882 (15 527 persons) belongs to other 
castes 

From 57 tully displaced villages 3,067 
families were identified f or rehabilitation 


1,443 of them tnbals, 4/58 dalits and 1,166 
others For rehabilitating the3,067 displaced 
families 9,432 acres of land was acquired 
separately A sum of Rs 6,30,23,989 was 
paid as compensation to the DPs and PAPs 
This excluded the cost ot the rehabilitation 
Out of this Rs 5 71,81,192 was paid for 
land and trees and Rs 58,43 196 for the 
homestead 

The project authorities claim that 2,643 
(86 17 per cent) ot the 3,067 displaced 
families did not accept land based rchabih 
tation and were given cash grants amoun¬ 
ting to Rs 5 86 77 820ascompen sation To 
accommodate the remaining 1 330 families 
7 774 68 acres were reclaimed and deve 
loped into seven camps Only 424 farm-lies 
wcic settled in the camps four to seven and 
were allotted 675 45 acies of irrigation land, 
290 11 acres ot non irrigation land and 212 
ac res ol homestead land The c amps m which 
the DPs ol IJPKOL were to be resettled aie 
tod iv used to rehabilitate the displaced by 
Upper Indiavail river valley project 

I lu DPs ol UPKOL already knew about 
the situation ol olhci displaced persons 
particularly those displaced by the HAL 
defence unit at Sunabcda There was anger 
and i sense of helplessness among the DPs 
The DPs underwent the trauma of involun 
lary displ iccmcnt 1 hey were pi ovided with 
transport to move out ol their original villages 
which dumped them at sites after which the 
officials disappeared Many weic not 
rehabilitated at all 1 he proc ess of rt habili 
tation is not merely an economic proposition 
but includes psychological social cultunl 
and political aspects More than 80 pei cent 
of the DPs had to self rehabilitate via daily 
wages sale of luel wood and senu skilled 
jobs 

1 he DPs who were rehabilitated were each 
ptovidcd with 2 5 acres of dry land and a 
house hut not imgauon and other facilities 
Land was givtn to a certain number ot DPs 
but by and large the land was dry and not 
fertile Fhc moncylcndeis co operated with 
the local leaders in trying to convince the 
DPs to accept monetary compensation in 
stead ol land based resettlement The com 
pensation amount was given to the DPs and 
PAPs in different forms In some cases it 
was given in a single instalment and in 
others in two or three In a few cases it was 
given in cash but in most cases one part was 
given in cash and the rest was deposited in 
the hank in a three-year fixed deposit This 
was meant to protect the DPs from their 
instinct to spend the wnole amount in one 
go since they were not used to big amounts 
and the merchants were ready to exploit 
them The DPs of this project have ended 
up m the hands of the middlemen 

The deforestation during the last few 
decades has deprived the DPs and other 
forest dwellers ot their nutrition sources and 


medicinal herbs which they have depended 
on for centuries Allopathic services remain 
inaccessible to them The nutritional status 
of the DPs and other weaker-sections has 
deteriorated The DPs are deprived of their 
traditional health resources The displaced 
Dahls have also been deprived of the village 
infrastructure on which they depended for 
survival The mutually supportive com¬ 
munity has been weakened A large number 
of young girls from the displaced families 
were sent out to work as domestic servants 
in the new township houses After displace 
ment the impoverishment and deterioration 
of the status of women is clear among the 
dispraccd 

NaUONAI Al UM1NUM C OMPANY 

The National Aluminium Company 
(NAI CO) was established in 1981 with the 
aim of producing aluminium from the vast 
bauxite deposits m Koraput district It 
has three operations in Orissa (a) Bauxite 
mines in the Panchpatmali hill* of Koraput 
district with deposit* of 112 8 million tons 
(b) Alumina refinery complex m Dumanjodi 
Koraput District 11 kms from the mines 
It has an installed capacity of eight lakh 
tonnes of alumina annually (c) Out of this 
4 25 lakh tonnes are ti ans|)orted to its smeller 
plant at Anugul Dhenkanal districts The 
plant has a captive power plant with a capa 
city of 55 5 MW as against its actual need 
ot 52 MW The original cost of the project 
was estimated at 680 million US dollars 
but completion of ihe project has cost the 
public sector company 980 million US 
dollais 

The NALC O operations in Damonjodi 
and Panchpatmali hills have affected 26 
villages 597 families were displaced 254 
arc tubal 56 dalit and the rest belonged to 
other communities A tew more families will 
probably be displaced in the near future Out 
of the 10 058 76 acres of land acquired 
427 30 acres was lor mines 2 638 96 acres 
tor townships and 6,992 50 acres lor the 
plant Ot the acquired land, 2 805 49 ha 
(40 94 per cent) was government land for 
which no compensation was paid and 
2 834 56 ha (41 56 per cent) were agricultural 
lands All the surrounding villages depended 
on this land for many of their needs such 
as fruits leaves flowers, etc, which formed 
their main food in the lean season More than 
70 villages used the area tor sanitary needs 
and to collect roof materials 

The first notification for land take-over 
was issued on 12th August 1981, in the 
Ortssa Gazette Extraordinary A total of 
Rs 1,48,73,474 52 has been paid as com- 
pen-sation for patta land alone No com- 
penstion was paid for CPR Depending 
on the size, on average Rs 150 per tree was 
paid 
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The Nalco displaced people had seen the 
travails ofthe DPs of Sunabeda At the same 
time, they knew that they did not have the 
political backing required to prevent the 
project Their reaction were predominantly 
ones of fear anger and despair The 
inhabitants of Barangput trusted the pnme 
minister and were convinced that what Indira 
Gandhi decided to do was bound to be for 
their personal as well as national 
development 

Initially the DPs agitated against the project 
itself Slowly they settled down to demanding 
land, jobs and better resettlement The 
agitation went on for several months till a 
few of their demands were met In Analabadi 
village the people were deprived of their 
land to rehabilitate those who were to be 
displaced by the project There was also 
agitation in the other villages where land 
was taken away for the project The people 
of the village which was most active in the 
agitation were shifted to a new spot Without 
any agitation the DPs would have not received 
any benefits 

Out of 597 families displaced 441 have 
been rehabilitated in the Analabadi colony 
for which Analabadi villagers were deprived 
of their land 156 more houses were built 
352 of these families have been given one 
job each vi/ 35 dalits 14 tnbals and 168 
other castes Light of the employees are 
women 

Those happy about the formula were the 
middle classes and the high castes 
predominantly mails who had more land 
than they could cultivate They hoped to get 
a high price tor it which they would be able 
to invest in other businesses They received 
more than Rs 50 000in compensation though 
the amount paid per acre was only around 
Rs 2 000 The Mails of the neighbouring 
villages were prepared to sell their land to 
the project If these lands were bought they 
could have been used for the rehabilitation 
of the DPs on a land for land basis or at 
least to replace their CPR This would have 
made then transition easier This alternative 
was not considered though most DPs/PAPs 
belonged to the tnbals and other communities 
that have traditionally depended on Land 
and Community Property Resources 

The tnbals were by and large unhappy 
For the tnbals their CPR was their life 
supporting system the loss of which was 
unacceptable In many cases there was a five 
to 10 year time lag between the first 
announcement and the final acquisition after 
which rehabilitation and compensation of 
the DPs was earned out 

The occupational pattern has led to the 
division of society into unequal groups based 
on class caste/tnbe and sex Displacement 
adds to the process of marginalisation Not 
having any work outside the house reduces 
the women’s workload considerably But a 


decrease in workload does not by itself 
improve the status of women It is a sign 
of their economic detenoration since they 
are forced to remain at home and cease to 
be considered an economic asset In searching 
for upward mobility, many tribal and dalit 
men and even several women arc beginning 
to internalise the upper caste ideology of 
limiting the women s role to housework 
Most DPs and PAPs are unskilled, or even 
illiterate and as such cannot bt employed 
in a project that needs mainly semi skilled 
and skilled personnel Because of the pro 
jeet s mechanisation only tew hundred skilled 
jobs have been created Since there are very 
tew skilled persons among the DPs and 
PAPs these jobs have by and large gone to 
outsiders Instead according to one estimate 
if the traditional system of transport were 
used around 10,000 jobs would have been 
created And these jobs would have gone 
mainly to more than 8 000 DPs/PAPs of 
NALCO in Damonjodi and others like those 
displaced by UPKOL [Patnaik and Panda 
1992 208 09) This raises the question who 
decides the necessary technology and in 
whose favour 9 Even the decision to give the 
unskilled jobs to the DPs and to raise their 
compensation was taken under duress 
because of their agitation Prime minister 
Indira Gandhi intervened to ensure better 
compensation for the DPs 
The work was stalled at NALCO due to 
protests by DPs and as a result the project 
lost several crores of rupees in foreign 
exchange on Euro loans in order to save the 
additional Rs 60 lakh that the people were 
demanding as compensation One estimate 
puts the loss at Rs 35 lakh a day paid in 
foreign currency as interest on the Euro 
dollar loans Ultimately the additional 
amount for rehabilitation had to be spent 
but only after the loss of several crores in 
foreign exchange, and causing avoidable 
hardship to the DPs/PAPs 
The land from which the people used to 
get NWFP is at present under the environ 
mental regeneration scheme of NALCO 
They get no NWFP from these plantations 
since most species planted are commercial 
varieties like eucalyptus and acacia PAPs 
experience total mpoverishmcnt and 
marginalisation m their present state 
The DPs were told that they were making 
too many demands on the project when 
they asked that to lets be attached to their 
houses The reality is that formerly they had 
enough place m the forest tor their needs 
Today they are forced to go to a plot of land 
belonging toa neighbouring village Quarrels 
are frequent sine* the inhabitants of that 
village use this place as their pasture land 
Similarly the whole colony (597 families) 
has around 30 water taps but only about half 
of them are in working condition at any given 
moment 


Conclusion 

The analysis of the three projects have 
brought out the following concerns 

Dt \tlopment Debate 

Macro development projects have led to 
a systematic exploitation of people and the 
environment This has strengthened the 
power structures which ensure the flow of 
benefits from the periphery to the centre 

1 he DPs/PAPs neither get on-project jobs 
due to the mechanised nature of these projects 
nor become part of the official employment 
data II we include the DPs/PAPs as un¬ 
employed then the number of unemployed 
m India would be greatly increased 

Development induced displacement or 
loss of land results in the marginalisation 
and impoverishment of the DPs/PAPs, 
particularly of the weaker sections Aware 
of the overall negative reaction from the 
people the project authorities sought the 
co opeiation of the village leaders and 
presented the project as being for the good 
of all 

Such development projects which displace 
people from their own habitat have only 
benefited the powerful the high castes and i 
the urban population rhese categories enjoy ' 
project benefits like irrigation employment, i 
electricity and other infra structural gains, : 
and so arc unable to understand the sufferings ' 
and the marginalisation of the displaced 
population Therefore it is necessary to 
initiate dialogue between these two groups 
- the losers (the original owners) and the 
gainers In order to question these develop¬ 
ment models and their approach to 
environmem and the displaced popu¬ 
lation The victims of these macro develop¬ 
ment projects are now rejecting these models 
of development They feci that they have 
been cheated into giving up their lands and 
access to natural resources for some vague 
national interest and lor the comforts of the 
minority 

Lack oj Information and Dialog" 

In all the three piojccts information 
regarding the project and details of 
displacement were not shared with the people 
to be displaced They were unprepared for 
displacement The people to be displaced 
were not involved in any ol the planning of 
the displacement procedures The norm was 
that the displaced people played no role 
except vacate their habitat There was no 
dialogue with the people on the project 

In future before implementing any project 
people should be informed the pros and cons 
of the project A detailed discussion should 
be held with all the DPs to ascertain their 
willingness and to work out the modalities 
and procedure of displac ement rehabilitation 
and compensation This will enable the 
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displaced people to participate in a mean* 
ingfij] development partnership. 

No Partnership m Development 

Social investment for the displaced 
people's development has not been one of 
the criteria under which a project is judged. 
In most of these projects the final product 
is meant for consumers far from the area 
of displacement, with productivity the 
highest, if not the only priority and the main 
criterion for judging the viability of the 
project. 

Though there is usually adequate time, 
very few projects have trained the future 
DPs/PAPs in either skilled or semi-skilled 
jobs. Indeed it is dubitable whether the 
educational criterion should be so rigidly 
adhered to. The projects that displaced the 
people have a social obligation to train those 
who pay the price of development.If literacy 
is essential then it is arguable that it is the 
projects social obligation to achieve this 
target during the long time available after 
the first announcement of the project. 

Not focusing on the displaced people's 
development is indicative of the project 
officials callous attitude. Non-involvement 
of the displaced people in the project exposes 
the lack of partnership and therefore lack of 
development. 

Announcements and Reactions 

When the decision was taken to displace 
the people there was no definite commitment 
either to re-settle them in a humanly 
acceptable manner or to share with them at 
least a few benefits of the project in the 
form ol jobs and contracts. NALCOD and 
UPKOL villages have gone through the 
trauma ot displacement and rehabilitation. 
The Machkund DPs participated in the 
struggle for better rehabilitation while 
experiencing the trauma of displacement 
and of rebuilding their life in a new en¬ 
vironment. The DPs of MACHKUND and 
NALCOD though powerless in stopping the 
project were able to gain something which 
they would not have been able to without 
their agitation. This was made difficult in 
UPKOL by the fact that the money lenders 
and other external elements controlled their 
economy and exploited the cash-based 
resettlement. 

Displacement 

Displacement has been seen as a process 
that begins with the announcement of the 
project and continues long after the people 
have lost their land and livelihood. Such a 
definition not only includes the narrow 
concept of physical ouster from the old 
habitat but also a process of sincere 
rehabilitation. Displacement or loss of 
livelihood can result in new village 


leadership, in some cases new neighbour* 
hoods, and at times in disruption of family 
life. The danger is greater if the DPs are not 
resettled immediately after their dis¬ 
placement. Such a situation was noticed in 
UPKOL in particular, but was visible also 
among the MACHKUND DPs. 

The amount of land taken over for these 
projects from the people is not always in 
proportion to the land required for the project. 
Most of the land is meant for the township 
and other staff facilities. This raises questions 
about the need to render so many landless. 
While the need to give the staff a certain 
amount of comfort as a mode of preventing 
high staff turnover and of ensuring that the 
project is run efficiently is undeniable, 
beyond a certain limit, it means that the rural 
poor pay the pnee for such comforts in the 
name of national development. 

Lttss of Resources 

The trauma related with displacement or 
other forms of forced loss of livelihood is 
felt differently by different caste groups and 
tribes. The impact of the dam projects on 
the DPs and in PAP villages mainly took 
the form of shortage of N WFP. The dam DPs 
are predominantly tribals who traditionally 
depended on NWFP for their sustenance. 
More than 50 per cent of thei r food had come 
from the forest before their displacement. 
With displacement they were deprived of 
this source of sustenance with no alternatives 
available. 

For instance, the UPKOL DPs were given 
dry land and no access to NWFP. As a result 
several of them have left the camp within 
a few years of their being re-settled. The 
situation was slightly worse in the case of 
PAPs of NALCO. They had been deprived 
of their land and CPR and were not provided 
with any alternatives even in the form of 
unskilled jobs. In most cases compensation 
was low and inadequate to begin a new life. 
In particular NWFP became scarce. Though 
NALCO has an environmental regeneration 
scheme under which thousands of trees have 
been planted, they are not accessible to the 
PAPs since they are mostly commercial 
species and have been fenced off. 

The dependence of the landless on the 
farmers and on the village as a community 
is more true for the dalits than the tribals. 
The landless lose their livelihood but are not 
entitled to compensation because the land 
does not belong to them but rather is the 
property of a few individuals or of the state. 
The landless particularly the dalits are thus 
deprived of the infrastructure that sustains 
them. 

The CPR was considered government or 
village lands and it was assumed that nobody 
has to be paid compensation for it. In reality 
the majority in the village, particularly the 


landless, depend on CPR. In alt the projects 
compensation was not paid for CPR. In the 
traditional village society the landless 
castes were an integral part of the rural 
socio-economic system. They provided a 
variety of services to the community. The 
services broadly fall into two categories, 
viz (1) services requiring manual skills and 
(2) services requiring non-manual skills 
and roles. Traditional craftsmen including 
weavers, blacksmith, carpenters, cobblers, 
scavengers, etc. fall in this category. Often 
these traditional artisans were kept outside 
the rehabilitation scheme. 

Most DPs depend on the resource that 
according to the legal written document they 
do not own. Steps must be taken to prevent 
the adverse consequences of depriving people 
of their livelihood without providing 
compensation. The dependence of the poor 
on the CPR and on the village as a community 
must be considered while calculating the 
compensation to be given to each family. 
For example, just as the landowners get 
compensation for loss of land, the barber, 
the tailor, the scavenger and others should 
be compensated for the loss of livelihood 
they suffer when the village as a unit 
disappears or the land that provides them 
jobs is taken over. This cannot be done if 
land is only viewed as a source of agricul¬ 
ture and tor project construction. It is 
important to treat land, even that owned by 
an individual, as a community resource that 
sustains the landless and compensation 
calculated accordingly. Else impoverish¬ 
ment of the DPs/PAPs is an obvious 
consequence. 

Modernisation should not be thrust on the 
DPs. A proper transition should take account 
of aspects such as their place ot religious 
worship and ancestral links (e g, cremation 
or burial ground). Imposition of cultural 
change without adequate preparation also 
result in greater deterioration of the status 
of women. The tribal council is disrupted 
if the village is not re-settled immediately. 
As a result, when competition over scarce 
resources sets in and the otherwise egalitarian 
community begins to break up, the structural 
support based on their traditional culture 
also disappears. 

Many men try to cope with the tension 
and disruption caused by displacement and 
a new economy by resorting to alcohol. 
Apart from the financial strain, wife beating 
also increases. In many cases women 
themselves cope with isolation by taking to 
alcohol or by gambling during the day. 
Literacy is low among the tribals and dalits, 
their exposure to the mainstream economy 
is limited and. as a result, after they are 
deprived of their livelihood they find it 
difficult to cope. A few who get jobs become 
individualistic. 
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Impact on Women 

Tribal women, depend on the N WFP more 
than men, since women arc responsible for 
the regular supply of food, fodder, fuel and 
water. Being less literate than men they 
cannot get skilled jobs. After displacement 
they continue in the informal sector within 
the formal economy, and without any 
infrastructural support. The T N Singh 
formula provides for only one job per fami ly 
which usually goes to a man. so women 
remain unemployed. Since their land and 
forests have been taken over by the project, 
they do not have any activity outside their 
house. New consumer needs reduce the 
money at their disposal for food and other 
domestic needs. Often they are forced to 
starve in order to feed the rest of the family. 

In the NALCO area, the DPs face social 
problems as the absence of facilities affects 
women more then men. To begin with, they 
require greater pri vacy than men. The absence 
of a place for sanitary needs causes problems 
mainly for women. The situation is worsened 
hy the internalisation of many middle class 
nnd upper caste values by the tribals and 
daljls. Such internalisation at times takes the 
form of new consumer needs often expressed 
as women’s subordination, her role being 
limited to the home. etc. 

In order to avoid the marginalisation of 
women, special attention has to be paid to 
aspects of displacement concerning women. 
Their genuine partici pation has to be ensured 
in the planning process of the project and 
of all the resettlement measures. 

In almost al I the projects the compensation 
was considered as rehabilitation. Compen¬ 
sation was given only for patta land and the 
landless were ignored even in this limited 
rehabilitation. The DPs of UPKOL were 
motivated by a group with vested interests 
to opt for monetary compensation instead 
of land-based rehabilitation. They had only 
limited exposure to the monetary economy. 
As a result, most money they received in die 
form of cash compensation was appropriated 
by the money lenders, merchants and some 
government/project officials who motiva¬ 
ted the people to opt for this type of rehabi¬ 
litation instead of land-based rehabilita¬ 
tion. They were left with no alternative to 
the land and forests they had lost in their 
original habitat. Money was scarce, so was 
food. As a result impoverishment was 
great among them. The situation of UPKOL 
DPs who had to re-settle themselves was 
worse. 

While ensuring that the money due to the 
poor is not given to them in a lump sum is 
sensible, the analysis of expenditure shows 
that merely denying them access to money 
without alternatives can have negative 
consequences on the DPs/PAPs. Immediately 
after their displacement and loss of land/ 


CFR, they were integrated Into a new 
economy and had to pay even for daily 
requirements like food for which they needed 
access to ready cash. 

Most benefits in the form of compensation, 
jobs, amenities, etc, have gone to a few 
persons, mainly from the relatively powerful 
castes. The dalits. tribals and other landless 
persons get very few benefits. While the dam 
DPs are entitled to land-based resettlement, 
thosedisplaced by industries and mines come 
under the T N Singh Formula that provides 
one job per family. Both these approaches 
have many good points, and as such are 
steps in the right direction. However, one 
major shortcoming is that rehabilitation of 
the DPs as of today is the responsibility 
of the project whose work is judged 
according to economic not social criteria. 
This approach considers rehabilitation as 
welfare and not social investment demanded 
of the project. 

The T N Singh formula was introduced 
in 1967, to ensure a job for each family 
displaced by the projects. This is an 
improvement over the older concept of 
financial compensation as rehabilitation for 
land. Often the land acquired is owned by 
several families. Which of these families is 
to get the job? IJcsides, only one job per 
family is given though there are several 
adults in a family. Families without an adult 
are not covered by this scheme. In most cases 
only men are considered for jobs and the 
plight of the women is ignored. Moreover 
most jobs offered to the DPs turn out to be 
of the unskilled variety and are by no means 
a compensation lor the loss of their total 
livelihood. Most of these jobs are temporary 
and little or no effect is made to train the 
displaced persons to fill more qualified posts 
in the new project. Very often, even the 
unskilled workers getting permanent jobs 
come from outside the area. The T N Singh 
formula demands that the projects give jobs 
to the DPs. Very often, the companies shift 
the responsibility to other agencies like NGOs 
without any definite commitment to give 
jobs, training or funds for the rehabilitation 
schemes. The hopes of the weaker sections 
to get unskilled jobs if they come under the 
T N Singh formula, stop as a dream. Most 
semi-skilled jobs are accessible only to the 
better off sections, particularly those jobs 
which need a recognised III diploma. 

The projects analysed have shown that 
land-based resettlement is not always a viable 
alternative to the dam DPs. It was successful 
with the Machkund DPs who were given 
fertile forest land to clear and cultivate. Such 
fertile land 4s not available any more. The 
combination of a growing population, 
scarcity of land in the command area, pressure 
from the middle farmers and the Forest 
Conservation Act, 1980 make it difficult for 
land based resettlement to be a viable 


alternative for those displaced by any project. 
There is clearly an urgent need for alternative 
rehabilitation packages. 

For people who depend on land and forests 
for their sustenance, the best alternative 
remains land-based resettlement. But in 
reality in recent years they have been given 
only dry land. Even when the dam is foi 
irrigation, those deprived of their livelihood 
arc rarely provided with its benefits while 
people belonging to some other area get the 
benefits. Given the poor quality of land 
available today, the first alternative to be 
explored is irrigation. Land-based re¬ 
settlement is possible only if proper 
irrigational facilities are provided from the 
beginning. It would have to be an integral, 
time bound component of land-based 
resettlement, not a promise meant fora distant 
and undefined future. 

Secondly, if land is available, there is no 
reason why this form of resettlement cannot 
be an alternative in industrial projects as 
well. Without the rest of the infrastructure 
needed to sustain the people, land alone is 
inadequate. Irrigation, and CPR are both 
necessary. Much of the food of the 
communities that have traditionally depended 
on natural resources, comes from CPR, 
particularly forest. Not replacing the CPR 
lost at the time of displacement, would force 
the DPs into destructive practices such as 
cutting trees for sale as fuel wood. This was 
noticed among all those who were displaced 
or otherwise deprived of their livelihood 
(UPKOL and NALCO). 

In all the three projects it is evident thai 
more than 70 per cent of the population have 
a bleak future. In NALCO those who gol 
jobs are happy. In Machkund the displaccc 
families were successfully resettled in a place 
similar to their environment. In UPKOL the 
future of DPs and PAPs is worse. The DPl 
live in a helpless situation with no hope foi 
the future. Most of the displaced people an 
not happy and worse off than they wen 
before the settlement. The village anc 
community life is lost. 

Policy in the Making 

Only in recent years has the welfare of the 
DPs/PAPs been considered. This is because 
of pressure both from local human-right; 
and environmental activists, and fron 
external agencies like the World Bank. The 
country as a whole does not have a nationa 
rehabilitation policy yet. 

The absence of a policy and a defective 
implementation of ad hoc measures hat 
resulted in the marginalisation of the people 
particularly of the weaker sections. They are 
forced to destroy the environment around 
them, which they safe-guarded in theii 
traditional society. The DPs have also resorted 
to other socially destructive practices such 
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as internalising the culture of the dominant 
classes that marginalise women These aspects 
have to be analysed in order to better 
understand the consequences of displacement 
and the true costs ot the project In that sense, 
the cost benctit analysis itself may need to 
be looked at from not a sole economic point 
of view as has been done till now but also 
from the social and environmental 
perspectives 

Better resettlement and facilities were 
acquired only by those who agitated against 
their displacement, inadequate compen¬ 
sation and improper rehabilitation 
(N ALCO) Some elements ol a new polit y 
have so far emerged out ol such struggles 
Such policies remain at the individual 
projects level with a national policy yet to 
be made One of the features of the policies 
is to ensure that the oustees ‘are better off 
than before the rehabilitation” [Anon 
1992a] 

Several thousands displaced in the last 
four decades are yet to be resettled It is also 
clear that the traditional concept of 
rehabilitation is insufficient It cannot be 
limited to physical resettlement alone but 
must also include the economic, social 


psychological, cultural and other aspects At 
the psychological level the people have to 
be helped to cope with their sense of 
insecurity 

The project should have proper records 
from the beginning not merely of land 
ownership but also ot the occupational 
patterns in the affected area A purely 
economic asset ownership approach cannot 
ensure a proper rehabilitation scheme In the 
negotiations concerning land pnees and in 
the preparation of land takeover, a great 
amount of injustice is committed It is 
important that the land ownership pattern be 
analysed It may be in the form of NWFP 
the village pasture land, organic manure, 
herbal medicines or other needs But the 
dependence of DPs on these resources is 
great much more so in the case of the tnbals 
and similar communities that have had a 
symbiotic relationship with the forest and 
have kept a balance between human needs 
and ecological imperatives 

The experts preparing the scheme ot the 
displaced persons should be able to 
understand the people s point of view, respect 
their traditional knowledge systems and 
interact with them in order to work out 


criteria suitable for persons who are making 
a transition to a new type of life 
The Land Acquisition Act is another 
example of state anarchy It is not in ac¬ 
cordance with the spirit of our Constitution 
The process adopted in the field is unethical 
and anti-people Invitations of objections in 
accordance with the law make a mockery 
of the system A National Policy on 
Rehabilitation should be closely linked to 
a Policy on National Development In 
training the National Policy, the 
government should primarily involve the 
displaced persons’ expert advice Though 
there have been efforts from the various 
government departments research insti 
tutions, non-governmental organisations, 
World Bank and private companies, a 
conscious effort should be made to organise 
all the displaced persons including the 
project affected persons at the project 
regional, district state or at the national 
level The government should also declare 
the future projects in public so that people 
are aware of the development endeavour and 
can ensure that such piojects do not once 
again override considerations of ecology 
and human life 
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Tribal Resistance in the Chhechhari Valley 

A Field Report 

Nifta Mishra 

For the last 40 years, the army has used vast areas in the Chhechhari Valley (also known as Netrahat) for various military 
exercises The recent proposal of the 23rd Artillery Brigade to acquire for a period of 10 years large tracts of land for a field 
firing and artillery practice range has prompted oiganised resistance of the tribals in the region against the inevitable 
displacement While their movement rests on a strong case the discriminatory policy of the government may yet overcome 
people 's resistance 


ON April 9 1994, the streets of Delhi rever 
berated with the sounds of tribal drums and 
dances The march of 10,000 tribals from 
the Chhechhari Valley (also known as Netar 
hat), led by the Jan Sangharsh Samiti culmi¬ 
nated in the proclamation of the decision 
Jamin nahin denge jaan bin nahin denge 
This was a remarkable modification of the 
earlier slogan Jaan denge jamm nahin denge 
11 reflected the tnbals renewed hope of success 
m winning their case against the proposed 
test tiring range in the Chhechhari valley 

What Is Happfning 9 

Henry Tirkey the leader of the Jan 
Sangharsh Samiti in Dumberpath village, 
accompanied me on a field tnp to several 
villages of the Chhcchhan Valley in Feb 
ruary 1994 As we moved around these 
villages wc olten met men who were trans 
porting wood on cycles or donkeys and 
women walking with children tied to their 
waists They told me about their experience 
with the army during the last 40 years 

Since 1953 54, the army has been prac¬ 
tising in this region Netarhat, Chormunda, 
Dumberpath Naina, Arahans Noatoli, 
Hormundatoli Husumu and Pakripath vil 
lages Now the 23rd Artillery Brigade pro¬ 
poses to acquire about 1,128 sq km of land 
for field firing and artillery practice for a 
period ot 10 years A similar attempt was 
made in l°81-82, but resistance from the 
local people and politicians effectively 
stopped it In May-June 1993, the local 
people heard rumours about the establish¬ 
ment of the proposed test-finng range But 
no official would answer their anxious 
enquiries In Septembci, a newspaper article 
confirmed these rumours, following which 
the people held a meeting 

Firing is generally done from Chormunda 
to Polpol villages The Asur villages of 
Sakhuatoli and Barpath are most at lected by 
this People along with their cattle and packed 
food are asked to move into the forests one 
day before the actual practice takes place 
They get a compensation of Rs I 50 per adult 
per day, and are allowed tocollcct the (some¬ 
times unexploded) shells after the practice 
The notified area consists of the Chhechhai i 
ghat and the valley on the southern part of 


Palamau distnet, and the Barway area com 
prising a number of blocks of Gumla distnet 
The proposed test range would lead to the 
displacement of some 245 villages and 
destroy fertile land, forests and wildlife 
Most importantly tribal communities will be 
rendered homeless and rootless 

The government and the army, however, 
arc still to produce a clear statement about 
this acquisition proposal This respite has 
kept the tnbals hopeful of averting a pos¬ 
sible crisis in their lives The army has 
assured the Christian institutions of the area 
that their land would not be acquired In fact 
these institutions and their services could 
very well serve the army Patta holders have 
been assured of a compensation of Rs 13,000 
to 36 000 per acre 

I he tnbals have formed the Jan Sangharsh 
Samiti (JSS) to resist possible displacement 
The Samiti begins at the village level has 
block level committees and also an apex 
body in Gumla With guidance from edu 
cated members of the concerned population 
the JSS has managed to win the faith of the 
people The slogan laan denge jamn nahin 
denge can be found written everywhere - 
on walls, on the roadsides, on tin boards in 
the fields, etc 

Resistance has taken many forms Political 
action has included the writing of petitions 
keeping an eye on gazette publications for 
official information mass rallies at local and 
national levels blocking the army sentrancc 
into the area meetings with local political 
representatives, and providing a platform 
for opposition parties to voice their 
concerns Cultural forms of resistance have 
also played an important part in the struggle 
For instance, torch-light processions are 
taken out on Sunday evenings, and on 
Saturdays, women hang green mango leaves 
an their front doors as a symbol of protest 
Every evening, the beat of drums brings 
the people ot the region togcthei in a 
procession, whic h concludes in information 
sharing 

Why ARt PtoPLt Proilming' 

I asked local tnbals about their reasons 
tor resisting the 'development ot defence 
in the region The replies were quite clear 


(a) There will be a break in community life, 
community life is dear to them since their 
culture is based on it it gives them security 
and ensures mutual help (b) Knowledge ot 
the use of money was poorly developed and 
the compensation cash would be wasted 
(t)As farmers and forest dwellers, their 
identity is linked to land and forests the loss 
ot which will marginalise them (d) Land¬ 
lessness was feared as a step towards im¬ 
poverishment and marginalisation The 
impact of firing practices on different as¬ 
pects of people’s lives and envuonment is 
discussed below 

Development toi the people means 
improvement in their lifestyle by provision 
of basic rights to education food, health 
services, clean water and other basic facilities 
People are asking for schools and efiective 
health centres But they arc not prepared to 
lose the little land they have in the name of 
development especially ot a kind that 
contributes nothing to their lives 

Land in the (Tihechhan Valley is fertile 
because it«s irrigated by the perennial streams 
flowing from the forests Commercial crops 
m the monsoons are potato, maize gunja’ 
oil mustard oil fuclwood Barter is com¬ 
mon e g bamboo stuff ropes and jungle 
fruit are exchanged tor grain The tnbals 
have a haat (weekly market) on Tuesdays 
at which they sell mai/c chicken hens 
fuclwood and other local produce S^ne 
tribes make a living by exchanging or selling 
herbs The Korwa tnbals for instance, ate 
very knowledgeable about the location of 
herbs and about the making of the rice beer 
yeast rano 

barlicr the Rajput landlords used to barter 
the tnbals labour for foodgrams and other 
necessities Now labour is done mostly for 
wages Bauxite mining provides some wage 
employment outside agriculture Women 
help with loading and cam Rs 80 per tiuck 
which is divided between the loaders, 
mining is done by men at Rs 14 per tonne 
One person can mine around 2 4 tonnes in 
one day 

The tnbals do not want a forced change 
tn their familiar way of life Intervention in 
the fields ot health and education among 
others is welcomed Similarly the Birjiya 
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village of Arahans is terribly unhygienic and 
poverty-stricken; the land is unirrigated and 
infertile, making it impossible to cultivate 
anything else than maize and cereals. Inter¬ 
vention to eradicate poverty and to provide 
drinking water and irrigation facilities or 
other means of livelihood would be appre¬ 
ciated by the Biijiyas. But a disruption of 
the tribals’ livelihood system and commu¬ 
nity life would only lead to their impover¬ 
ishment and marginalisation. 

In tribal societies, the gender division of 
labour seems to be more equitable when 
compared to that of Hindu society. Personal 
observation reveals the following: 

* Women are freer in this society - econo¬ 
mically and socially. Both women and men 
work in the fields. Women*s social status 
reflects this strong involvement in productive 
work. 

-The ‘sarai’ fruit of sal is collected and sold 
by women. Even though the extraction of 
the seeds is a tedious job. the produce is sold 
at a low price. Thus women's work appears 
to be less remunerative. 

-Women and men go into the forests together 
to collect herbs. ‘Lou’ leaves, which are 
used for making containers, are mostly 
collected and sold by women. Men collect 
wood, and women collect food. In most 
villages, women have to walk long distances 
(often 10 or 12 kms) to fetch water and forest 
produce. 

-There is a division of labour in farm work 
as well. Women mostly clean weeds, sow 
and transplant seedlings, harvest and do the 
winnowing. Men prepare the fields for 
cultivation and plough. Women also cook 
and do the daily household chores. Men 
cook only on feast days, in return for cash 
remuneration. 

- Women are responsible for the dyeing of 
their traditional ‘mota kapda*. They are 
responsible for the making and selling of 
‘hadia’ (rice-beer). They have the knowledge 
of the yeast rano which is used to ferment 
rice-beer. 

- At present, there is a good deal of 
Sanskntisation among the Khcrwar tribes, 
as a result of which some Kherwar women 
have started practising purdah. The Oraons 
are also gradually absorbing the dominant 
culture. 

- Women are allowed to sit in panchayats, 
but cannot take decisions. Women have no 
say in the actual decision-making process 
in any of the local tribes. 

- Earlier, the practice of bride- price prevailed. 
It was associated with honour and equality. 
Some aspects of family life could even be 
said to be matriarchal. For instance, women 
would decide how much nee should be 
given to the Church. That male dominance 
is an acquired phenomenon can be seen from 
‘the traditional dance pattern of the Oraons: 
4 women + 4 men+4 women, which signifies 


equality. Among the Muttdas the women's 
group faces the men’s group, and both groups 
sing in the qawali style. 

In short, gender relations among the tribals 
of the region have positive aspects, at least 
in comparison with the Hindu mainstream. 
The experience of displacement is likely to 
hasten the absorption of the tribals in that 
mainstream and to lead to more unequal 
gender relations. 

Women, children and the aged are the 
worst victims of the government’s plans. As 
many as 35 cases of rape by army personnel 
have been reported in this area alone. Karu, 
a 95-year old Asur, died while picking up 
used missile shells in village Ambakona. For 
35 years he had made a living by picking 
up these shells and selling the iron metal in 
them for Rs 60. Such accidents are a com¬ 
mon occurrence. 

Besanapath is a village inhabited by the 
last of the Asur tribes, which arc vanishing 
primitive tribes according to the Anthro¬ 
pological Survey of India. King Ratu issued 
them land pattas in the pre-independence 
era. At present the Asurs cultivate gondhi 
rice. Lupungpath too is an Asur village of 
46 families, mostly farmers who cultivate 
monsoon crops. From the forests they get 
‘jirhul’ and other edible flowers and fruits. 
The Asurs are very poor and inhabit mostly 
the interiors of forests. The extinction of the 
Asur tribes is largely a consequence of the 
disruption of their environment, which is 
likely to be exacerbated by the displacement 
process. 

Plants of medicinal value, flora and fauna 
have to be taken into account before decid¬ 
ing on the establishment of a military firing 
range in the area. The latter would lead to 
an ecological catastrophe. For instance, the 
following medicinal and ayurvedic herbs 
would be destroyed: 

‘Patwan’ tree: the bark is dried and ground 
to make ‘rano’ for rice-beer. The roots of 
‘kukurjibhiya’, the bark of ‘jhilmil’ trees, 
and the roots or leaves of ‘tiryokandha’ are 
also mixed to help make ‘hadia’ (rice beer). 
. ‘Gethi’ root-potatoes help cure stomach 
pains, boil and peel it; cut into pieces, and 
keep in forest water to remove the bitterness, 
and then eat it. 

‘Dhuru pitharu* root is a common diet. 
Since it is found in deep pits, men get it. 

Compensation 

The experience of other projects has 
shown that compensation paid for lost 
property or livelihood ran never be ade¬ 
quate. Open-access land, spacious houses 
and common property resources will never 
be considered for compensation by the 
army. Besides, compensation is rarely paid 
properly. For example, the Birlas have a 
20-year lease for bauxite mining in this 
region. But they have failed to fulfil their 


promises of cash compensation for land 
acquisition. 

Further, it is beyond the means of the army 
to provide adequate compensation to fam¬ 
ilies of 245 villages. For instance, there are 
54 families in Dokapath village (with 5 
children per family on average). 40 houses 
in Sekhuapani, and 105 families in 
Chormunda village. Almost every adult 
farmer possesses at least five acres of land, 
and some possess as much as 80 acres. If 
a ‘land for land’ policy is to be adopted, 
where will the army find enough land for 
the displaced families? What can substitute 
for the vast forests and open space available 
in the region? 

What has further infuriated the tribal 
population of the area is that the earlier 
proposal of locating the test-firing range in 
the Dumri-Dumra region of Gaya was shel¬ 
ved by the army. The reasons given were 
that Dumri-Dumra is a highly populated 
area, with places of religious significance 
and a civilised town. No similar consider¬ 
ation is given to the plateau region lying 
between Netarhat in the north, Dokapath in 
the south, Kandapath in the west and 
Chaurapath in the east, where 90 villages arc 
going to be displaced (around 45 of them 
Asur villages). The large-scale disruption of 
tribal lives seems to be acceptable to policy¬ 
makers. This is a blatantly discriminatory 
policy. 

According to the Constitution, the govern¬ 
ment ot India is committed to promoting the 
welfare of tribal groups and protecting them 
from all types of oppression (Article 339(ii)). 
The proposed application of ihc Manoeuvres 
Field Firing and Artillery Practice Act (1938) 
in tribal areas is against the spirit of the 
Constitution, and violates the fundamental 
right to life (article 21). It is also against the 
draft resolution of the Rights of Indigenous 
and Tnbal People, and the Human Rights 
Commission. Further, it violates the basic 
tenets of ‘social justice’ to which the govern¬ 
ment is allegedly committed. 

In June and October 1994, the army served 
notices to the villagers urging them to vacate 
the area for army takeover. This year, the 
army is expected to serve notices again in 
October. The purpose of these notices is to 
demoralise and pressurise the people during 
the planting and harvesting reasons. The Jan 
Sangharsh Samiti, however, remains vigi¬ 
lant. JSS members have been active at state 
and national level meetings on rehabilitation 
policy, and the movement has raised the 
importance of tribal concerns on the national 
political agenda. Empowered by this sus¬ 
tained struggle, the tribals of Netarhat are 
more determined than ever to resist dis¬ 
placement, and to defend their constitu¬ 
tional and human rights. Hence the new 
slogan -Jaan nahin denge, jamin bhi nahin 
denge . 
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Draft National Policy for Rehabilitation of Persons 

Displaced as a Consequence of Acquisition of Land 


1 Introduction 

1 1 With the advent of the New Economic 
Policy, it is expected that there will be large 
scale investments, both on account of inter¬ 
nal generation of capital and increased in¬ 
flow of foreign investments, thereby creat¬ 
ing an enhanced demand for land to be 
provided within a shorter time-span in an 
increasingly competitive market ruled eco¬ 
nomic structure 

1 2 Majonty of our mineral resources, 
including coal, iron ore, and manganese 
reserves arc located in the remote and back¬ 
ward regions mostly inhabited by tnbals 
Further, due to locational advantages of the 
mineral based resouices, a strong industrial 
network has been created in these areas 
implying a cycle ol positive growth 

1 3 The demand for land may exist in 
terms of thousands of acres of industnal and 
power mega-projects, large-scale construc¬ 
tion of multi-purpose irrigation dams, min¬ 
ing operations, reservation of forests and 
creation of sanctuaries and national parks, 
construction of canals, highways and trans¬ 
mission lines Likewise, there may be a 
demand for land for medium and small 
industnal projects, setting up of government 
offices, educational and charitable institu¬ 
tions, which cumulatively add up to sizeable 
areas, though their immediate impact is not 
so perceptible These lands may be acquired 
through the acquisition legislations or pur- 
chased directly from the land-owners 
Whatever might be the case, the process 
brings in its wake hardships to the persons 
whose lands contribute to the process of 
growth 

1 4 The acquisition may include agncul- 
tural land, or homestead, or both Where it 
involves the homestead as well, the tnbals 
are not only compelled to change their live¬ 
lihoods, they are also uprooted from the soil 
It is now accepted that a tnbal den ves a good 
part of his sustenance irom the Common 
Property Resources (CPR) and from the 
adjoining forests (N S Jodha) The ethos of 
the tribal life is based significantly upon 
their natural resource-base Displacement 
means a disruption in this symbiotic rela¬ 
tionship 

1 5 Land is normally acquired under the 
provisions of the Land Acquisition Act, 1894 
which is a general and basic law m the 
country for the acquisition of land for public 


Ministry of Rural Development 

purposes and for companies This act was 
comprehensively amended in the year 1984, 
taking into consideration the recommenda¬ 
tions of the Law Commission, Land Acqui¬ 
sition Review Committee headed by A N 
Mulla, MP, as well as suggestions from the 
state governments and other quarters 
1.6 The conference of the revenue secre¬ 
taries of states (July, 1989) have also made 
recommendations that all land should be 
acquired under the provisions of the L A Act, 

1894 and other laws repugnant thereto should 
be brought in line with it or repealed alto¬ 
gether However, these efforts have not met 
with success and a large number of laws, 
having different procedures and norms of 
compensation, continue to operate 
1 7 The underlying principle governing 
the acquisition of land under the L A Act 
is that compensation alone is payable in lieu 
of deprivation However, there is provision 
under Section 31 (3) in the L A Act for grant 
of land in lieu of money compensation, 
though it is seldom used Cash compensa¬ 
tion has not been found acceptable by a 
majority of the tribal people, particularly 
where large-scale displacement is concerned 
1 8 When a project is set up in any area, 
not only those who hold land m their pos¬ 
session and have dwelling houses, etc, are 
displaced as a consequence of the acquisi¬ 
tion of their lands, but the displacement 
extends eually to the co-dependents of the 
system including the tenants, share-crop¬ 
pers, landless labourers, and also carrying 
on any trade, occupation, calling or working 
tor any gain within such areas All such 
persons are affected and deprived ol their 
livelihood Thus, the extent of displacement 
covers an entire system which is much wider 
than the loss of land leflected through the 
process of acquisition 

1 9 In the absence of a detailed subject- 
specific study, it is not possible to outline 
the problem of displacement in all its dimen¬ 
sions It is not even possible to arrive at an 
approximate figure of displacement for the 
country as a whole Displacement is only 
taken to indicate direct displacement in 
terms ol land acquired The figures at 
Anncxure-1 g.ve a conservative estimate of 
the persons displaced by various categories 
of major projects Approximately 155 lakh 
persons have been displaced till 1985 of 
which 39 50 lakh persons (25 48 per cent) 
were rehabilitated and 115 5 lakh persons 


(74.52 per cent) were still awaiting rehabil¬ 
itation It does not, however, mean that these 
persons are waiting to be rehabilitated by 
the official machinery They have devised 
their own coping mechanism and the affect¬ 
ed persons range from landless agricultural 
labour to landless urban poor 

2 Need for Rehabilitation Policy 

2 1 The developmental projects raise 
questions of equity, fairness, justice and 
equality before law, in the matter of distri¬ 
bution of benefits and burdens Today the 
project affected people are no longer in a 
mood to suffer displacement along with its 
concomitant attributes like occupational 
degeneration, social disorientation, paupen-' 
sation, loss m dignity and often getting 
cheated of the compensation amount, whict! 
serve to make the experience a trauma. This 
has given rise to protest movements market 
by a growing militancy j 

2 2 An interesting featuie of the growing 

protest movement has been the creation o< 
a national awareness of the problem. Th«j 
Press, the activist groups, the social worker, 
and the judiciary have combined together t<j 
noi only educate the masses about the prob, 
lem but also to build up a national conscious 
ness The issue has also been taken up b j 
the political parties and even by the inter', 
national organisations to give to it wide* 
than national connotation The intemationtl 
conference of nations on environment at Ri ’ 
De Janeiro in 1992 has served sufficients 
to internationalise the issue The world fit 
nancial institutions can go to the extent c( 
withholding loan and aid so as to gd 
fulfilment for ecological concerns (reft; 
Sardar Sarovar Project) | 

i 

3 Constitutional Perspective * 

3 1 All development projects are unde* 
taken by the central and the state goven 
ments and by other public authorities cithi 
in exercise of executive power or by virtt 
of or under a legislative power in relatiC* 
to various entnes in the Schedule VI of tl 
Constitution of India 

3 2 As people or communities are invc 
untarily displaced under the piojccts, the 
nght to reside and settle in any part of tl 
territory ol India under Art 19( 1) (e) of t^ 
Constitution, is compromised The spea 
interests of Scheduled Tribes mean n 
merely a nght to bare survival, but a rig* 
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to live with dignity and, therefore, includes 
all the ingredients of a dignified human life. 

3.3 In recent years, many cases relating 
to the rights of project-affected people, 
particularly at dam sites, have come up before 
the courts. In some of the cases, the courts 
have, through orders, recognised the rights 
of the ousted people and have given direc¬ 
tion for granting land for land and for pro¬ 
viding jobs and other means of livelihood. 
In the case of Koel Karo Hydro Electricity 
Project in Bihar, the Supreme Court issued 
directions in terms of jobs and land. 

3.4 The developments in the field of Human 
Rights in international law, particularly the 
Universal Declaration of Human Rights, the 
two declarations on Political and Civil Rights, 
on Social and Economic rights and the recent 
draft on the Right to Development alsocannot 
be ignored. The International Labour Orga¬ 
nisation revised Convention No 107 is of 
equal relevance particularly in the context 
of tribals. In addition, many conventions, 
protocols and regional charters provide for 
specific human rights. 

3.5 It is thus imperative that a compre¬ 
hensive national policy on rehabilitation ot 
persons displaced as a consequence of ac¬ 
quisition of land is evolved. 

■ 4 Principles Governing Rehabilitation 

4.1 The policy of rehabilitation should be 
governed by the principle of ‘total rehabil- 
' itation’. The idea is to synchronise the re¬ 
habilitation programme with the project im- 
i plementation As soon as the project is 
'i notified the project authorities should take 
immediate measures for chalking out a 
i detailed rehabilitation programme. Rehahil- 
, itation would not only extend to financial 
< compensations or providing means of live- 
, lihood but it should be multi-dimensional. 

, It shall include social, economic, education¬ 
al, environmental, physical, occupational and 
cultural aspects as well. The total project 
cost must include the cost of rehabilitation 
as well. 

v 4.2 The aim should be to minimise hard- 

* ship ot displaced persons during the process 

• of rehabilitation. Resettlement must provide 
i for an improved resource base so that the 

displaced m their new place can have access 
to not only shelter but also food and income 
' generating systems, communications and 
social infrastructure not inferior to that of 
their original habitat within a reasonable 
period of time say not more than three years. 

4.3 There should be no displacement 
without the rehabilitation having been com¬ 
pleted. Even if the people were required to 
shift, it should be with their full understand¬ 
ing and consent. Also there should be a close 
link between the construction schedule and 
critical steps being taken for resettlement. 

4.4 The settlement site and the resource 
base should be large enough to accommdatc 


the natural growth in population and to 
generate incomes to provide for a progres¬ 
sive rise in standards of living. 

4.5 The displaced community individual¬ 
ly and collectively must be fully compen¬ 
sated for all losses. This includes lands, 
trees, houses, wages, livelihood, community 
properties, community amenities and ser¬ 
vices, access to naural resources, etc. Loss 
of customary nghts/usages of the tribals into 
common property resources should be com¬ 
pensated by paying 10 times the minimum 
wages which the tribals would have earned 
at the rates fixed by the respective slate 
governments during a single working sea¬ 
son. 

4.6 Where the displaced persons are re¬ 
settled among already settled communities 
they must be resettled in such a manner that 
they are integrated with the host community 
on the basis of equality, mutual respect and 
understanding. This must be consistent with 
the desire of each community to preserve 
its own identity and culture. 

4.7 A phased chain of well planned ac¬ 
tions is called for rather than sporadic ad- 
hoc one time step and a participatory pro¬ 
cess, involving the representatives of people 
in the planning and execution of develop¬ 
ment plans at appropriate levels is required. 
All phases of planning, execution and 
monitoring must involve the representatives 
of affected people. 

5 Stages of Rehabilitation 

5.1 There has been a noticeable tendency 
to project the requirement of land in excess 
of the actual requirement, at times keeping 
the future expansion into mind. Many a 
limes excess land is requisitioned as land 
value is always subject to appreciation and 
it lorms a sizeable part of the capital assets 
at the time of future equity reconstruction. 
Hence, the requirement of land should be 
assessed by an independent body including 
technical personnel, representatives of dis¬ 
trict administration, department of welfare 
and other concerned departments, etc. In 
case ofland required for roads, the standards 
laid down by the Indian Road Congress 
would be followed. 

5.2 Before undertaking land acquisition, 
utilisation of the land previously acquired 
should be reviewed. Any land which is not 


utilised within ten years of its acquisition 
for the purpose for which it was acquired 
should be resumed by the State and reallo¬ 
cated to meet fresh requirement. 

6 Impact Assessment 

6.1 Before any kind of rehabilitation 
formulation is done it shall be necessary to 
assess the impact of the project upon the 
number of persons to be displaced, the kind 
of displacement, its impact upon eco-envi- 
ronment, the number of jobs being gener¬ 
ated, the relation of the product to the local 
area, boost to economy. 

6.2 This assessment should be undertaken 
by a body independent of the project author¬ 
ities except in cases of defence projects 
where the defence authorities themselves 
wherever feasible make such assessment. 

7 Identification of Displaced Persons 

7.1 It is necessary that there should be a 
cut off date in order to eliminatc/minimise 
the possibilities of usurption of rights by 
trespassers in order to reap the advantage 
of jobs and other benefits being offered by 
the various rehabilitation plans. 

7.2 A detailed survey should be carried 
out containing the following details about 
each family. The data so collected should 
not be more than one year old. (a) Human 
Resource base of each family; (b) Economic 
status of each individual member of the 
family; (c) Ownership of property - mov¬ 
able and immovable; (d) Deprivation of 
property including lands, structures, trees, 
housing either occupied or owned with 
tenancy rights or even as encroachcrs or dc 
facto possessors; (c) Depnvation of means 
of livelihood due to stagnation of develop¬ 
mental activities soon after the Project; loss 
of property, loss of access to clientele; loss 
of jobs due to physical relocation; loss of 
gainful employment; loss of access to in¬ 
come generating resources; (D Deprivation 
of community life, community properties 
and resource base; community amenities 
and services; socio-cultural relationship/ 
institutions; places of historical and cultural 
value; and (g) Loss of habitats and lands; 
degradation of land and water resources; 
environmental degradation; adverse impact 
on health, etc. as an after effect of the project. 

7.3 The list of displaced persons should 


TaBLL* A CONSERVATIVE ESTIMATE OF PERSONS DISPLACED BY VARIOUS CATEGORIES OF PROJECTS 


SNo 

Type of Projects 

No Displaced 

No Rehabilitated 

Backing 

1 

Coal and Other Mines 

17,00.000 

4,50,000 

12,50,000 

2 

Dam and Canals 

1,10,00,000 

27,50,000 

82,50,000 

3 

Industncs 

10,00,000 

3.00,000 

7.00,000 

4 

Sanctuaries and Parks 

6.00,000 

1,50,000 

4,50,000 

5 

Others 

12,00,000 

3.00,000 

9,00,000 


Total 

1.65,00,000 

39,50,000 

1,15,00,000 


Source : Walter Fernandes, J C Das and Sam Rao: Displacement and Rehabilitation-An Estimate of 
Extent and Prospects , Indian Social Institute (1989). 
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be prepared tn following categories (a) Total 
displacement i e in terms of land and home¬ 
stead (b) Partial displacement in either of 
the above terms (t) Landless labourers 
displaced (d) Artisans and traders depen 
dent upon the displaced site lor livelihood 

The income of the persons displaced should 
be assessed and categorised under three heads 
- small medium and large 

8 Acquisition oj Land 

8 1 In view ol the acknowledged supen 
only ot the Land Acquisition Act 1894 all 
land acquisition should be done under the 
provisions of this Act Acquisition of land 
tor public purpose and consequential pay 
ment ot compensation under various state 
and central laws should be brought in har 
mony with the provisions of the L A Act 
1894 as amended in 1984 

8 2 Most ot the states have made legis 
lative provisions lor protection ot the tribal 
land which have become saleable only within 
specified social groups Since the regtstra 
lion price is taken as the basis toi determi 
nation ot market value of the land it cannot 
torm a true index ot the same in light ot the 
limited character ot the tiansactions Hence 
the state government hould fix existing 
1 ind price in the ncartsl command area of 
developed nngation projects which should 
he the basis of calculation foi compensation 
in case ol tiihals 

9 Organisation oj Displaced Pi r sons 

9 1 The displaced persons should be en 
couraged to organise themselves giving due 
representation to all sections The represen 
tati vcsol the protect displaced persons should 
he tlcctcd pcnodically mode ot which may 
he determined by the state government 

9 2 An implementation gioup consisting 
ot the Representatives of the Management 
Displaced Persons Local Administration 
Voluntary Action Groups etc should he 
tormed In case of defence projects the 
Implementation Group may be formed by 
the project authorities in consultation with 
the state government 

9 1 This body should be responsible for 
formulation of the rehabilitation plan as well 
as for its implementation It should meet 
periodically to discharge these functions 

10 Land for Land Basis 

10 1 Land foi land on one to one basis 
would have been the ideal solution tor the 
displaced persons It may not however be 
always feasible A major part ol the corpus 
of government land already stands distn 
buted Acquisition of land tot this purpose 
would mean further displacement Hence 
the Implementation Committee of the project/ 
state government should provide land to 
such displaced persons who have been 
exclusively dependent upon agriculture on 


a proportionate basis, to the extent feasible, 
with preference to the members of the sched¬ 
uled castes/scheduled tribes, and other 
weaker sections of the society 

10 2 It shall be for the respective state 
governments to determine as to whether 
land for land is to be given and in what 
proportions However the state governments 
may consider allotting land to the extent ot 
one hectare (2 5 acres) in irrigated areas and 
two hectares (5 acres) in un rngated areas 

10 1 Where land is provided to displaced 
persons, the following principles may he 
followed 

(a) Persons who have cleared the forests 
and have been cultivating the land within 
the forest areas should be settled and rccog 
nised ot their rights after making enquiries 
Such persons should be provided land on 
displa ement Also there may he persons 
cultivating lands belonging to other land 
holders in the capacity ot tenants or ot the 
government who have not been hi ought 
into the records ot rights Such persons 
should also he given land provided the 
possession has not been taken over extlu 
sively lor the purpose ot reaping benefits 
from the rehabilitation package Land may 
be provided to such tribals who opt for it 
Landless tnbals and enctoachcr* belonging 
to Scheduled Tribes should also be given 
land The state government shall howevci 
lav down policies after going into the merits 
ot each case 

(h) The maximum limit tor land holding 
should he governed by the ceiling limits for 
the particular lands in the region of reset 
tlcmcnt or as provided by the state govern 
ment 

(c) The agricultural land to be allotted 
should be such as is ready for cultivation 
and it not the cost of land development must 
be borne by the proiect authorities 

(d) Supply ot the agncultural inputs should 
be made available lice of cost to the tribal 
oustees for the first year and for the sub 
sequent two years on loan basis 

(e) Land to he allotted for agricultural 
or residential puiposes to the project at 
tccled persons should he free from encum 
brances 

11 Acquisition of Isolaud Lands and 

Buildings 

11 I Private lands and houses which get 
isolated or cut off physically due to submet 
gence m dam projects may also be acquired 
it the owner give* his consent to such ac 
qjisition 

12 Purchase of Prison lands 

12 1 In ca\c however the lands offered 
to the affected cgncultural families are not 
acceptable to them and if the reasons given 
therefor {sit) are valid the trmily should be 
assisted in purchasing a land of Us choice 


through a committee set up under the Plan 
Formulation and Implementation Commit¬ 
tee for this purpose It should include the 
representatives ot the families as well as that 
of the displaced persons and also members 
of Voluntary Action Groups 

12 2 The displaced persons should be 
exempted from payment of stamp duties and 
legislation fees in such transactions 

1 * Recosen oj Price oj Allotted Land 

I ^ I Where the displaced person accepts 
the land allotted to him no compensation 
shall be payable to him to that extent tor the 
category of the land acquired In the case 
ot tribals they should he allotted land free 
ot cost to the extent ol two hectares 

1T 2 Where the price of the land pur 
chased by the displaced person himself 
exceeds the compensation payable the re¬ 
maining amount shall he paid by the gov¬ 
ernment to be recovered from the displaced 
person in 40 six monthly instalments at an 
interest of four per cent per annum In case 
of tnbals if the land allotted exceeds two 
hcctaies the excess amount paid hy the 
goseminent should be interest tret loan 

min case the price of land purchased 
through the Land Purchase Committee is 
more than the compensation paid for the 
land acquired the difference between the 
two would be paid to the displaced family 
as an c\ gratia payment 

14 Grants and Amemtu s Ri sc tile ment Grant 

14 1 A fixed sum would be paid as re¬ 
settlement grant per tamily to the Displaced 
Persons as the cost of dismantling of house 
transportation of the dism intled household 
kits ttc However an cx gratia amount of 
Rs 10 000/ may he given to each tribal 
towards cost of construction m addition to 
free house plots 

14 2 Where neither land nor job nor al¬ 
ternative employment has been provided, 
the he id ot each displaced family should be 
provided with a subsistence allowance in 
the form of a resettlement grant on a monthly 
basis subject to a maximum ot Rs 1000/- 
per month tor a period ot twenty years or 
till alternative emplovmenl has been found 
It shall be adjusted to the inflation hy pnee 
index 

141 Where altcmati vc land has been gi ven 
the above subsistence allowance shall be 
paid kn a period of three years after having 
been given physical possession over the 
land 

15 loh Planning 

15 I It has been the experience that many 
a time even the employment that is available 
m the unskilled semi skilled and clerical 
categories have been denied to the displaced 
persons on grounds of being wanting in 
tequisite qualifications A thorough advance 
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job-planning would hence be necessary tor 
absorption ot the displaced manpower 
Income generation scheme need to be tor 
mutated with reference to poveity profile of 
the affected villages and the perspective 
(sic) host community 

15 2 The ancillanes/subsidiancs to he set 
up will also be rcquutd to bear the burden 
ot providing direct employment to the dis 
placed persons 

15 3 The cxcruse in job planning should 
be completed helorc the requisition is filed 
tor acquisition of lands by the Implcmcn 
tation Committee 

15 4 As a matter of principle jobs m 
unskilled and semi skilled c alcgones should 
be reserved tor displaced families and pn 
only may be given to them in class 111 and 
class IV jobsinthcpiojecl Preference should 
be given to the Scheduled Tribes and Sched 
uled Castes 

15 5 Theic should be relaxation in the 
qualifications tclatmg to the semi skilled/ 
unskilled jobs 

15 6 All the displaced persons deprived 
of then means of livelihood in any form and 
in any manner and who arc nol otherwise 
compensated and lescttlcd should be pro¬ 
vided with jobs within a reasonable distance 
from the place of resettlement 

16 bmplourunt m Collateral S ictots 

16 1 The Implementation Committee 
should set up an Employment Cell and help 
the eligible displaced persons in finding 
jobs The Employment Cell toi this mattci 
will have a ioIc akin to that ot the Employ 
ment Exchange of Ihe government 

17 7ethnical / duiatton and Training 

17 1 It shall be the responsibility ot the 
Project Authorities to impart necessary 
technical skill to the eligible displaced per 
sons 

17 2 In large projects where the displace 
ments is ot a high order the Project should 
open its own technical schools/institulions 
tor this purpose or get scats reserved tor 
them in private institutes 

17 3 The contractors ma\ be compelled 
to employ the displaced persons 1 his will 
have ihe added advantage that jobs will be 
available even from the pic construction 
stage in survey cu and the displaced per 
Sons will leel emotionally involved with the 
project 

18 Self Lmplo\ment 

18 l The icile ol sell employment m re 
habitation of the displaced persons assumes 
critical proportions It certainly serves to 
create adequate opportunities tor downstream 
employment All such openings will be fully 
explored and listed m the loh plan 

18 2 The persons who do not otherwise 
qualify lor direct employment or collateral 


employment will have to be settled for such 
self-employment 

18 3 In exceptionally large projects, in¬ 
dependent entrepreneurship and self employ 
ment schools can be started 

18 4 Preference should be given to the 
displaced persons in matters like allotment 
ol shops business sues iaw materials tim 
shed materials like yarns, etc for furthci 
business 

18 5 In matters ot supply ot raw materials 
allotment ot contracts for some special type 
ol work not requiring high skill preference 
should be given to the displaced persons 

18 6 The Employment Cell will also have 
to act as a forum for procuring loans from 
financial institutions to the displaced per 
sons for sell employment and arrange for 
suitable technical advice and guidance tor 
self employment 

19 Co opt ratiu 

19 1 The displaced persons should be 
encouraged to organise themselves into co 
operative societies based upon their skills 
and functioning eg labour stone breakers 
construction fishermen co-operative soue 
ties etc Areas ot work will need to he 
idenlif led and reserved for the co opei ati ves 

19 2 The Project Authorities should help 
the co operatives in procuring finance 
management acquisition of skill and other 
allied subjects 

20 Managtnuni of Atqutution bunds 

20 1 I he compensation amount should 
be deposited in long term deposits in the 
name ot the tubal and he should be paid a 
sum out of the interest equivalent to his 
approximate income before displacement 
This is nec cssary in oidci to protect the tribal 


from the evil consequences of money In no 
case compensation should be paid directly 
and tn cash 

20 2 Persons who produce a viable plan 
of productive assets subject to the approval 
of the Implementation Committee may be 
released the money as per the requirement 

21 Rehabilitation Site 

21 1 Whenever a projee t displaced tnbals 
such c ommumtics should preferably be reset 
tied in a /one adjacent to the affected area 
comparable with the previous socio cullur 
al linguistic and cc onomic c harac tcristic s of 
the community 

21 2 Tribal communities should be strict 
ly settled in the areas ot their choice They 
should be enabled to exercise then choice 
by furnishing them with full information 
regarding the resettlement sites and provid 
ing oppoiamities for physical inspection 
I ven forest aieas could be made available 
to settle the tnbals by suitably unending the 
provisions ol the relevant forest conccrvation 
laws 

21 3 The resettlement sites should be 
inspected b\ the Implementation Commit 
tcc and by tht members of the Organisation 
of Displaced Persons ind he ipproved by 
them 

21 4 Every person should he allotted liu 
of cost minimum 85 squuc metics ot land 
in urban areas and minimum 500 square 
metres m rural aieas lor homestead in the 
new settlement Where multi stoicyed build 
ings are constructed lor housing the dis 
placed persons m urh m ncas flits miasur 
ing a corresponding built up area ot 85 squart 
metres oi its equivalent in the built up space 
should be given 

21 5 Separate house sites should be allot 
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ted to liie major sons m the family, persons 
hving on government land, on land belong¬ 
ing to other landholders, landless labourers 
living on land of the landholders to whom 
attached, etc This would be applicable to 
tnbals only In case ot non-tnbals the states 
may decide on the allotment of house-sites 
to such categories ot persons 

21 6 The project should make provision 
tor construction ot houses which should 
not have a living space less than that dis 
placed 

21 7 The plan foi construction should 
more oi less tollow the old pattern of the 
village and tor executing the construction 
plan technical input would be made avail 
able by the building centres being set up at 
district level 

21 8 The beneficiaries wherever possible 
should be allowed to make construction 
themselves lor which they shall be paid 
wages However, it they so like they may 
contribute additionally lor materials lor a 
larger or better house 

21 9 The places ol religious worship, etc 
should he built at the project cost at the same 
scale 

21 101 and should be camiaiked tor tra 
ditfonal tubal institutions 

22 Cixu Amenities 

22 1 I he basic idea behind total rehabil 
nation is to provide a quality ot life superior 
to that enjoyed by the displaced persons so 
as to reduce the trauma involved in dis 
placement The following yaidsticks ot 
civic amenities have been deemed as min¬ 
imum necessary lor the purpose (a) One 
primary school (3 rooms) lor 100 families 
(b) One panchayat ghar tor every 500 
families (c) One dispensary tor every 500 
families (d) One seed store tor every 500 
tamilies (c) One children's park for every 
500 families (0 One village pond tor every 
500 families (g) Drinking water source for 
every 50 families (h) Each colony should 
be linked to main road by roads ol appro 
pnate standard (i) One platform for every 
50 families (j) In addition, a provision of 
30 per cent additional area tor roads, 
government buildings open space etc, shall 
also be made under civic amenities These 
may be maintained cither by gram panchayat 
or by a committee ot the beneficiaries set 
up by themselves 

23 Administrative Measures 

23 1 The scheme will be implemented 
by the Implementation Committee at the 
project level The committee needs to be 
manned by professionally qualified per¬ 
sons who feel for the tnbals The commit¬ 
tee shall consist ol the following (a) Project 
functionary incharge of rehabilitation (b) 
Collector of the district or his representa- 
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ti ve. (c) Non-government agencies (d) Rep¬ 
resentatives ot displaced persons (e) Rep¬ 
resentatives ot government department of 
welfare, etc (t) Subject matter specialists 
(g) Personnel manager of the project (h) 
Representative ot the department/ministry 
concerned 

24 2 This committee will discharge the 
functions ol assessment, policy formula¬ 
tions, training, evaluation, employment, 
settlement, allotment of house sites etc 
It can create subcommittees to function 
under it 

23 4 It is necessary that a totally dedicated 
group ot people are earmarked cither in the 
district administration or m the project to 
deal with rehabilitation issues The official 
mchurgeof the rehabilitation shall be a person 
front within the organisation which would 
be implementing tnc project Such a person 
is likely to he better aware with the dynamics 
of the case At the field level full time 
extension workets should be kept in post 
non almost from the time the project is 
cleared so that complete information re 
garding the issues involved and the govern 
ment’s policies and programmes arc com 
municated to the affected people in a con 
tmuous manner 

23 4 At the state level there should be a 
separate board of rehabilitation dealing with 
all the cases ot rehabilitation within the state 
headed by the chief minister and persons 
having adequate experience ot rchabilita 
lion as Us memhcis 

24 lo Whom Vus Polity Will Apply 

24 1 This policy will apply to all projects 
within the public sector, government sector 
and private sector lot whom land is acquired 
under the L A Act 1894 or any other leg 
isldlion All future projects and such projects 
where land acquisition has not been com 
plcted will be coveted under the scheme In 
projects whcic ihe land acquisition has been 
completed and compens ltion has been paid 
but other benefits have not been given 
benefits relating to jobs sell-cmplovment 
schemes and settlement may be extended to 
such projects 

24 2 Where the displacement is in respect 
ot 50 families or 200 persons or more, the 
policy shall apply A project can have re 
habilnation package even for less than 50 
families or 200 persons displaced depend 
mg upon the discretion ot the state govern 
metu 


25 Grievances Redressal Cell 

25 1 In case any person has any grievanc¬ 
es regarding his rehabilitation under the 
scheme he may approach the Grievances 
Redressal Cell which may be created under 
the rehabilitation plan and which may con¬ 
sist of the representatives of the state 
governmet Project authorities, and the 
organisation of displaced persons 

26 Vu ws From O het Ministries 

2b I The proposed policy was referred to 
15 different mimstnes/departments for their 
views viz, ministry of finance (1) depart¬ 
ment of economic affairs, (2) department of 
expenditure (3) ministry ot non conven¬ 
tional energy, (4) Planning Commission, (5) 
ministry of welfare (6) ministry ot urban 
development (7) ministry of surface trans¬ 
port (8) ministry ot coal (9) ministry ot 
environment and forests (10) ministry of 
home affairs (11) ministry of railways (12) 
ministry of defence (13) ministry of power, 
(14) ministry of industry (department of 
public enterprises) and (15) ministry of 
water resources Replies have been received 
from all the mimstnes/departments except 
ministiy ot waier resources Their views 
have been incorporated in this polity note 

26 21 he major part ol the implementation 
ot the proposed national pohev shall he 
upon the state governments It therefore, 
seems desirable to have prior consultation 
with them on the proposed package so that 
the implementation of the scheme is smooth 
but such consultation is likely to be a time 
consuming exercise 

26 4 As dc>ired by the committee of 
secretaries in the meeting held on March 25, 
1994 (point no 3 2) a statement showing 
general provisions and those ot applicable to 
STs has been prepared as m An nexurc-II 

27 Goumment of India s Approxal is 

Solicited on the hollow mg 

(0 Issue of guidelines to the states for 
implementation of the National Policy for 
Rehabilitation ot Persons Displaced as a 
consequence of acquisition of land as pro¬ 
posed in the note ot 

(if) Before issuing guidelines to the states 
prior consultation be held with the state 
governments on the National Policy for 
Rehabilitation of Persons Displaced as a 
consequence of acquisition of land as pro 
posed m ihe note 
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DISCUSSION 


Feminification of Theory and 
Gender Studies 

Dipankar Gupta 


IT was gratifying to see that a quiet little 
article called the 'Feminification of Theory* 
( EPW , March 25, 1995) excited so much 
reaction. Now that the dust has settled it is 
time to retrieve what exactly was being said 
in the original piece in order to clarify my 
position. I will not go into the many ad 
hominem remarks made against me by some 
of my critics. This would deflect attention 
from the principal issues which need to be 
discussed. 

To begin with, if 1 neglected to mention 
Indian scholars in my critique this was not 
because I deliberately went out to slight 
them. The fact is that there really are no 
Indian authors who have made significant 
contributions to feminist theory. This ought 
not be interpreted as a pejorative remark, for 
I would like to take this opportunity to 
underline the difference between working 
on genderissucs and conuibutingto feminist 
theory. I was perhaps remiss in not making 
this point as sharply as 1 should have in my 
previous essay. 

There is no denying that there are several 
outstanding Indian scholars who have 
considerably advanced gender studies 
through a variety of theoretical perspectives. 
But I would hesitate to call them feminists 
in the radical sense of the term, and so, I 
suspect, would they of themselves. 
Contributions to gender studies have been 
going on for a long time with Marxists, 
Socialists, Liberals, Freudians and 
Functionalists pitching in with different 
degrees of intensity. In all these cases 
scholars were not just enhancing our 
understanding of gender issues, or 
developing our awareness of the specific 
problems that women face in different 
cultural settings, but were, through such 
pursuits, also promoting or defending their 
initial theoretical positions. Marxism, 
Freudian psychoanalysis and Liberalism 
benefited immensely from such studies. 
This is why it would be technically incorrect 
to say that the scholars involved with these 
advances were distinctively 'feminists* in 
their orientation. For example, Viola 
Klein’s Feminine Character grew out of 
her engagement with Freudian thinking 


and it also contributed significantly to role 
theory in sociology. When Karl Mannheim 
was heaping prefatory encomiums on Klein’s 
work he was certainly not applauding a 
‘feminist’. 

In my initial paper this was exactly the 
point I wanted to drive home. While there 
is a strong tradition of gender studies, it is 
not as if all the scholarship under this rubric 
is, or was, motivated by a distinctively 
feminist theoretical orientation. In contrast 
to gender studies of this kind there have 
been two major interventions when the 
issue of gender was sought to he under¬ 
stood through a separate theoretical system 
altogether, that is one with its own sui 
generic properties. The first round began 
m the late 1960s and 1970s, perhaps 
with Betty Fnedan and Kate Millet, but 
this, as I argued earlier, soon ran out of 
steam because it lacked theoretical 
depth and relied rather heavily on sexual 
envy. 

It is the second and more recent theoretical 
intervention with which I am more interested. 
This intervention is inspired by postmodern 
thinking, but that does not mean that there 
are no differences within. What is however 
most striking about both these interventions 
is that they have little use for either Marx, 
Freud, Parsons or the Liberals. The authors 
who came out in the second round advocated 
a special way of looking at women and 
thereby distanced themselves from other 
extant theories. This is why I believe that 
Helene Cixous, Luce Irigary or Julia Kristeva 
have made contributions to ‘feminist theory’ 
and not just to gender studies. Nancy 
Chodorow would perhaps call them, and 
their American allies, 'primary feminists’, 
but we are more or less saying the same 
thing. 

While trying to understand the 
contributions of these feminists, which is 
not always very easy, 1 find it a matter of 
theoretical irony that they should have been 
first initiated into this line of thinking by 
the works of Jacques Lacan. Lacan crafted 
concepts such as the 'mirror image' and 
'jouissance*, principally to understand 
father Freud better, and to make him more 


amenable to a structuralist interpretation. 
His followers in the feminist school 
have, in general, little sympathy for either 
Freud, or for structuralism, or for any 
other master narrative or narrator. In my 
opinion Lacan gave the feminists the idea 
that narcissism could be a jolly good 
jouisi ance. When this was later coupled 
with Jacques Derrida’s notion of 
grainmatology, it allowed the feminists to 
free themselves from other theoretical 
anchorages and reach out to one which 
they could call their own. 

Even as 1 say this I can see very simple 
objections coming up. Am ! giving the 
impression that the feminists are all united 
once they get their cues from Lacan and 
Derrida? This would be a foolhardy 
suggestion to make for there is no school 
of thought which is not marked by serious 
divisions within. It is therefore quite likely 
that feminists might differ with each other 
on motherhood, lesbianism or the role of 
politics. But it is in their unique merger 
of Derrida and Lacan, with which not all 
of them have firsthand familiarity, that 
makes their optic incommensurable with 
any other theoretical system. Right or 
wrong, theirs is a conceptual innovation, 
and just for the record my initial paper 
pointedly called out to the question of 
‘theory’ in the title itself. However, in my 
opinion, the major difficulty with this 
feminist theory is that like the one which 
preceded it, it not only gives very little 
room for men to come in, hut it also insulates 
itself against those women who arc working 
on issues of gender, but with other 
perspectives. 

As the emphasis is on the feminine body, 
which is usually a text, ora site for jouissance, 
men can only be vicarious participants in 
feminist theory. This, 1 believe, is a serious 
drawback as it inhibits inter-subjectivity 
and communication. It may well be argued 
that theories can never really explain, they 
only pretend to. It may also be contended 
that master narratives consciously conceal 
facts that they are unable to subjugate. While 
these objections have been raised by 
hermeneutic philosophers and by some 
branches of phenomenology, what 
nevertheless remains firm is that the real 
job of theory is to help communicate. As 
feminist theory encourages narcissism, it 
swiftly disprivileges men with a single 
stroke. Clearly it has a serious communi¬ 
cation problem, but it is one that does 
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not perturb the hard core feminist in the 
least. As there is theory on the outside, but 
mainly indulgence within, the term, 
'feminifjcation of theory’ seems quite 
apposite. 

If 1 have not mentioned any Indian author 
in all of this then it only shows my 
admiration for the many scholars who work 
on gender studies in India. It is often said 
that when the second wave of feminism hit 
America, many women activists took to it 
without any grounding in either Lacan, 
Levi-Strauss or Derrida. This made 
American feminists even harder to talk to 
than their European counterparts from 
whom they got their ideas in the first place. 
By and large gender specialists and activists 
in this country have not been unduly 
influenced by feminist theory, which is not 
altogether a negative pronouncement. I do 
not quite understand why some of my critics 
should feel neglected and react so strongly 
to not being included in my piece. 1 do not 
believe, as Maria Bonaparte does, that 
masochism makes the feminine self, so I 
put down their complaint as one borne out 
of misunderstanding. I also find it hard to 
explain their quasifascist outburst as to 
why my article was carried at all by the 
EPW. Complaints like these will certainly 
draw attention to them, but it will not be 
of the kind they want. 

Even so there is something that needs to 
be said about gender specialists, gender 
workers, or gender scholars. As long as they 
arc not dubbed uncritically with feminists 
any term is analytically good enough for me. 
In a minority of instances, especially among 
the newer entrants in the field, some of 
whom are just about beginning their academic 
careers, feminist theory casts a kind of 
seductive spell. While they arc still not 
outright feminists, they get secondary 
gratification by using terms that feminists 
have trade marked. In a number of such 
cases, simply for the sake of style and bravura 
(Barthes’s ‘sapienlia’?), there are repeated 
references to the woman’s body in words 
that mimic European feminists. It is, 
however, true that when the woman’s body 
is invoked in the Indian context it is usually 
seen as a locus of oppression and not as 
a site of limitless jouissance. This is not 
just a major conceptual difference, but one 
that also has important praxiological 
consequences. This is all the more reason 
why a little self-conscious restraint ought 
to be exercised when appropriating feminist 
vocabulary. 

For those of my critics who are either 
full blown feminists, or crypto feminists, 
they can draw some consolation from the 


fact that objections such as mine would 
sooner or later appear in journals like the 
EPW. It is not a question of brandish¬ 
ing political incorrectness, but given the 


general drift in feminist scholarship 
someone someday was bound to stan 
up and say: “But the Empress has no 
clothes.” 


Import Tariffs as Strategic Policy Signals 


Mural! Patibandla 


IN reply to my note (1995) on import 
protection and exports, Maijit and Sarkar 
(1995) have come out with a technical point 
of optimal pricing rule of monopoly instead 
of addressing my main contentions. In this 
note 1 would like to restate my main 
contentions and take this opportunity to put 
forward an interesting point of using import 
tariffs as strategic policy signals towards 
disciplining domestic producers. 

Vast theoretical and empirical literature 
on industrial organisation and trade in imper¬ 
fect competition framework shows that analy- 
sis of exports should not be based on piece¬ 
meal approaches because any single trade 
or industrial policy has strong trade-offs. 
High levels of import protection could work 
against export promotion if it causes long- 
run domestic market power and makes dome¬ 
stic producers highly X-inefficient in produc¬ 
tion. In the case of Japan and South Korea, 
import protection was combined with a set of 
industrial policies under an effective institu¬ 
tional mechanism of ’carrot and stick’ policies. 

My second contention is a technical one 
and has interesting implications in terms 
of using import tariffs as strategic policy 
signals. According to Marjit and Sarkar, 
at a domestic price of Pw(l+t) f where Pw 
is world price and t is import tariff, the 
whole of the domestic market will be catered 
to by the domestic monopolist. At any 
given time, if the domestic producer follows 
the price of Pw( 1 +t), the domestic market 
structure is no more a monopoly as imports 
also face the same price. At price Pw(l+t), 
both domestic producer and imports share 
the domestic market. 

One way the domestic monopolist can be 
shown to cater to the whole of domestic 
market at price Pw(l+t) is by introducing 
lime element into the model. This is 
illustrated as follows. Let us take two time 
periods 1 and 2. At period 1, the domestic 
policy gives a signal to the domestic 
monopolist that at a future time period 2, 
import tariffs wil 1 be reduced. This prompts 
the domestic producer to commit a capacity 
or sales in the domestic market as an entry 
deterrence strategy towards blocking the 
entry of imports at period 2 even at the 
price of Pw( 1 +t). In this case, exports will 


dccl ine if the cost curve remains unchanged^ 
between the two periods. The interesting^ 
point here is that cost curves might shiftgl 
down as a response to the policy signal oi 
reduction in import tariffs. An excellent 
empirical example of this possibility ii 
given in a recent book by Jacobsson ai 
Alam (1994). By comparing the Indian 
South Korean hydraulic excavators! 
industry, they point out that ’’...while tl 
Indian government liberalised its licensini 
policy in the 1980s to allow for a greati 
level of domestic competition, the Kon 
policy meant a restriction in the field U 
only two producers. Second, while m tl 
case of India, the protection from imports!'- 
seemed indefinite, the Korean government 
clearly set a limit on the protection ” In| 
other words, restriction of entry into Korean; 
industry allowed firms to realise economies^ 
of scale advantage in exports and the threat* 
of import competition made them makej 
systematic technological efforts to remain; 
highly competitive. In other words, thd 
South Korean policy was able to combined 
trade and industrial policies quite! 
effectively. It was able to use import? 
protection levels as an effective strategic; 
signalling towards disciplining domestic^ 
producers. The policy in India led to thef 
opposite results: the delicensing led to 
excess entry and to suboplimal scales and! 
the policy signal of indefinite imports 
protection to inefficiency [Patibandla! 
1995a]. If export promotion is the policy^ 
objective, it has to be pursued by an effective^ 
combination of a set of trade and industrial^ 
policies by minimising the negative trade-) 
offs, rather than by piecemeal approaches: 
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o Dresdner Bank AG 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 


BALANCE SHEET AS AT MARCH 31 

r. 1996 


(Rs. in thousands) | 


Schedule 

As at 
March 31, 
1996 

CAPITAL & LIABILITIES 



Capital 

1 

319,330.79 

Deposits 

2 

600,756.55 

Borrowings 

Other Liabilities and 

3 

879,000.00 

Provisions 

4 

261,853.07 

TOTAL 

ASSETS 


2,060,940.41 

Cash and balances with 



Reserve Bank of India 
Balances with Banks and 
money at call and 

5 

128,923.37 

shoit notice 

6 

398,803.05 

Investments 

7 

289,591.88 

Advances 

8 

868,664.50 

Fixed Assets 

9 

67,805.93 

Other Assets 

10 

307,151.68 

TOTAL 


2,060,940.41 

Contingent Liabilities 

11 

6,926,491.61 

Bills for collection 


1 884.20 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
ENDED MARCH 31 , 1996 


(Rs. in thousands) 


Schedule Period Ended 
March 31. 
1996 


L INCOME 

Interest earned 
Other Income 

TOTAL 


II. EXPENDITURE 

Interest expended 
Operating expenses 

TOTAL 


m. PROFIT/LOSS 

Net Loss for the period 
carried over to the 
Balance Sheet 


Notes forming part of 
accounts 


87.927.68 

(2,653.71) 


85,273.97 


67,470.12 

113,444.93 


180,915.05 



! 

i The Schedules referred to herein form an integral part of the Balance Sheet and Profit and Loss Account. 

This is the Balance Sheet and Profit and Loss Account 
referred to in our Report of even date. 



SHARP & TANNAN 

Dresdner Bank AG 


Chartered Accountants 

By the hand of 

Mumbai Branch 


M. P. Narsang 

S. L. Mehta 

J. Mies 

Partner 

Chief Executive 

Head of Operations 


Officer - India 

& Controlling 

Mumbai: June 10, 1996 

. 
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O Dresdner Bank AG 


(Incorporated in Germany with Limited Liability) 



MUMBAI BRANCH 


SCHEDULES FORMING A PART OF THE BALANCE SHEET OF DRESDNER BANK AG MUMBAI BRANCH 

| (Rs in thousands) 

| (Rs m thousands) | 


As at 
March 31 
1996 


As at 
March 31, 
1996 

Schedule 1 - Capital 

(A) Face value of securities 
deposited with the Reserve 

Bank of India under 


Schedule 7 - Investments 

I Investments m India 
- Current 

Government Securities 

289.591 88 

sub section (2) of Section 11 
of the Banking Regulations 

Act 1946 Rs 2,00000 


TOTAL 

Schedule 8 - Advances 

289,591 88 

(B) Amount brought into India 
by way uf start up capital 

TOTAL 

319,330 79 

319,330 79 

A (ij Bills purchased and discounted 
(u) Cash credits overdrafts and loans 
repayable on demand 
(m) Term Loans 

5*7 249 78 

340,549 63 
470,865 09 

Schedule 2 - Deposits 
(A) I Demand Deposits 
(i) lrom Others 

11 Term Deposits 
(i) from Banks 
(n) from Others 

86,612 17 

206,100 00 
308.044 38 

TOTAL 

B (i) Secured by tangible assets 
(n) Covered by Bank/Govemment 
guarantees 
(in) Unsecured 

868,664 50 

544 911 56 

110,163 56 
213,589 38 

TOTAL 

600,756 55 


868,664 50 

Schedule 3 - Borrowings 

I Borrowings in India 

(i) Reserve Bank of India 
(u) Other Banks 

(m) Other Institutions and Agencies 

17,50000 
200,000 00 
661,50000 

C I Advances in India 
(0 Priority Sector 
(n) Others 

206,106 70 
662,557 80 


868,664 50 

TOTAL 

879.000 00 

Schedule 9 - Fixed Assets 


Schedule 4 - Other Liabilities and 
Provisions 

(i) Bills Payable 

(n) Interest accrued 

(m) Others (including provisions) 

196,395 30 
10,100 52 
55,357 25 

Other Fixed Assets 

(l) At cost as at March 31 of prior year 
(u) Additions during the year 

(m) Deductions during the year 
(iv) Depreciation to date 

TOTAl 

90,255 94 
-639 07 
-21,81093 

67,805 93 

TOTAL 

261,853 07 

Schedule 10 - Other Assets 

(i) Inter office adjustments 
(u) Interest accrued 
(u) Stationery and stamps 
(iv) Others (including loss as per 

Profit and Loss Account) 


Schedule 5 - Cash and Balances with 
Reserve Bank of India 

I Cash on hand 

II Balances with Reserve Bank of India - 
Current Account 

359 15 

128,564 22 

19,597 21 
11,98811 

3 21 

275,563 15 * 

TOTAL 

128 923 37 

TOTAL 

307,151 68 

Schedule 6 - Balances with Banks and 
Money at Call and Notice 

I In India 

(i) Balances with banks m India - 
In Current Accounts 
(u) Money at call and short notice 


25,009 55 
373.600 00 

Schedule 11 - Contingent Liabilities 
(i) Liability on account of outstanding 
foreign exchange contracts 
(it) Guarantees given on behalf of 
constituents 
(a) in India 

6,442,342 50 

147,517 93 

139 117 12 

II Outside India 

In Current Accounts 

398,609 55 

(b) outside India 

193 50 

(in) Acceptances, endorsements and 
other obligations 

197,514 06 

TOTAL 

398 803 05 

TOTAL 

6,926,491 61 
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w Dresdner Bank AG 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 

SCHEDULES FORMING A PART OF THE PROFIT AND LOSS ACCOUNT OF DRFSDNER BANK AG MUMBAI BRANCH 

| (Rs in thousands) 

| (Rs in thousands) | 


Period Ended 


Period Ended 


March 31, 


March 31 


19% 


19% 

Schedule 12 - Interest Earned 


Schedule 15 - Other Operating 




Expenses 


1 Interest/discount on advances/bills 

62 085 89 



II Income on investments 

9 250 99 

I Payments to and provisions tor 




employees 

30,812 86 

III Interest on balances with Reserve 




Bank ol India and other inter bank 




funds 

16.590 80 

II Rent, taxes and lighting 

17 642 90 

TOTAL 

87,927 68 





III Printing and stationery 

865 81 

Schedule 13 - Other Income 


IV Advertisement and publicity 

77 30 

I Commission, exchange and brokerage 

1,638 00 





V Depreciation on Bank’s property 

21.81095 

II Profit/(Loss) on revaluation 




of investments 

(35 69) 





VI Auditors' fees and expenses 

53 00 

III Net Profit/(Loss) on sale of land. 




building and other assets 

(384 07) 





VII Postage, telegrams. 


IV Net Profit/(Loss) on exchange 


telephones, etc 

3,188 63 

transactions 

(3,871 95) 



TOTAL 

(2,653 71) 

VIII Repairs and maintenance 

2,267 14 

Schedule 14 - Interest Expended 


IX Insurance 

388 15 

I. Interest on deposits 

28,591 25 





X Other expenditure 

36.338 21 

II Interest on Reserve Bank of India/ 




inter bank borrowings 

38,878 86 



TOTAL 

67,470 12 

TOTAL 

113.444 93 
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O Dresdner Bank AG 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 

Schedule 16 — Notes forming a part of the Accounts for the period ended March 31, 19% 

L Principal Accounting Policies 

A. General 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory 
provisions and practices prevailing in the country. 

B. Transactions involving foreign exchange 

(i) Assets and Liabilities in foreign currencies are translated into Indian Rupees at rates of exchange notified by Foreign 
Exchange Dealers Association of India (FEDA1) at the year end. 

(ii) Income and expenditure items in respect of the Branch have been translated at the exchange rates ruling on the 
dale of the transaction. 

(lii) Outstanding foreign exchange contracts are revalued at the rates of exchange prevailing at the year end, notified 
by FEDA1 and the resulting profits or losses are included in the profit and loss statement. 

C. Investments 

The Bank's investment portfolio of securities are all under current category. They have been revalued at cost or market 
price whichever is lower as specified by RBI. 

D: Advances 

In terms of Reserve Bank of Indians Guidelines, the Bank follows the classification of advances into standard, 
substandard, doubtful and loss assets. 

All advances made during the period arc considered to be fully recoverable and are classified as standard assets. 

E. Fixed Assets 

The fixed assets are shown at historic cost less accumulated depreciation. Depreciation has been provided on straight 
line method at the rates specified by Head Office which are equal to/higher than those prescribed under Schedule XIV 
to the Companies Act, 1956. 

F. Income Recognition 

(i) Interest Income is recognized on accrual basis. 

(ii) Commission and fees are treated on accrual basis except for commission on Letters of Credit and Guarantees 
which is accounted for on cash basis. 

G. Staff Benefits 

The Bank has set up a Provident Fund which has been recognized by the Income Tax Department. The contributions 
thereto have been done on an actual basis. 

The Bank is in the process of formulating other retirement benefit schemes. 

H. Net Loss 

The net loss disclosed in the Profit and Loss Account is after considering the following: 

(i) Provision for Head Office expenses 

(ii) Other usual and necessary provisions. 

2. Others 

A. The Branch commenced operations from August 21, 1995 and hence comparative figures of previous years have 
not been furnished. 

B. The capital adequacy ratio (CAR) of the Bank as at March 31, 1996 as computed under guidelines of the Reserve 
Bank of India is 18.06%. 

These are the notes forming a part of the Accounts as at March 31. 1996. 

% 

SHARP & TANNAN Dresdner Bank AG 

Chartered Accountants Mumbai Branch 

By the hand of 


M. P. Narsang S. L. Mehta I. Mies 

Partner Chief Executive Officer - India Head of Operations & Controlling 

Mumbai: June 10, 1996 
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Dresdner Bank AG 


(Incorporated in Germany with Limited Liability) 
MUMBAI BRANCH 


Auditors’ Report on the Mumbai Branch The Dresdner Bank AG 


We have audited the attached Balance Sheet of the Mumbai Branch of The Dresdner Bank, AG as at 31 st March, 
1996 and also the annexed Profit and Loss Account of the Mumbai Branch of the Bank for the penod ended 
on that date 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 
1956, the Balance Sheet and the Profit and Loss Account, are not required to be and are not drawn up in 
accordance with Schedule VI to the Companies Act, 1956 The accounts arc therefore, drawn up in conformity 
with Forms 4 A’ and 4 B' of the Third Schedule to the Banking Regulations Act, 1949 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulations Act, 1949 

(a) We have obtained all the information and explanations which to the best of our knowledge and belief 
were neccssar> for the purpose of our audit and have found them to be satisfactory 

(b) The transactions which have come to our notice have been, in our opinion, within the powers of the 
Mumbai Branch of the Bank 

(c) In our opinion, proper books of account as required by law have been kept by the Mumbai Branch 
so far as appears from our examination of those books 

(d) The Balance Sheet and Profit and Loss Account of the Mumbai Branch of the Bank dealt with by 
us in this report arc in agreement with the books of account 

(e) In our opinion and to the best of our information and according to the explanations given to us, the 
said Balance Sheet and Profit and Loss Account, together with the notes thereon, give the information 
required by the Companies Act, 1956, in the manner so required for the Banking Companies and give 
a true and fair view of the state of affairs of the Mumbai Branch of the Bank as at 31st March, 1996 
and of its loss for the penod ended on that dale 


SHARP & TANNAN 
Chartered Accountants 
By the hand of 


Sd/- 

Place Mumbai M P Narsang 

Dated 10th June, 1996 Partner 
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FORTHCOMING PUBLICATIONS FROM THE SPELLBOUND PUBLICATIONS f 


1. A District Level Time Series Study of Indian 
Agricultural Economy 

R. Dasgupta 

2. Collective Bargaining in Indian Industries 

M. S. Choudhary 

3. Economics of Handicraft Industry of Orissa: Development 

and Potential 

P.Nayak 

4. Economics of Pomegranate and Ber Fruits 

A. G. Pujari 

5. Essays on Economics of Human Resources 

K. R. Shah 

6. Employee Involvement: Perspectives and Practices 

Edited by - Ajay K. Rajan 

7. Education in India: Growth and Equity Aspects 

Kranti Kapoor and B. C. Mehta 

8. Financial Viability of Cooperative Banks: Experiences 

from South Korea 

M. M. Sathye 

9. Housing, Physical Environment and Health Status 

Ch. Appa Rao 

10. India's Neighbours. Past and Future 

B. K. Tewari and A. K. Singh 

11. International Journal ot Development Planning 
Literature, Volume 7, Nos 1 & 2 

12. International Journal of Development Planning 
Literature, Volume 7, Nos 3 & 4 

13. International Journal of Development Planning 
Literature, Volume 8, Nos. 1 & 2 

14. International Journal of Development Planning 
Literature, Volume 8, Nos. 3 & 4 

15. International Journal of Development Planning 
Literature, Volume 9, Nos. 1 &. 2 

16. International Journal of Development Planning 
Literature, Volume 9, Nos. 3 & 4 

17. International Journal of Development*Planning 
Literature, Volume 10, Nos. 1 & 2 

18. International Journal of Development Planning 
Literature, Volume 10, Nos. 3 & 4 


19. International Journal of Development Planning Literature, 

Volume 11, No. 1 

20. International Journal of Development Planning Literature, 

Volume II,No. 2 

21. Leading Issues in Gender Development 

Edited by 

Sneh Kumar, Shobha Choudhary, Suprabha Dahiya 

22. Managerial Decision Making and Business Policy 

V V. Alexander 

23. Market for Agricultural Graduates: A Benefit-cosl 
Analysis 

B C Mehta 

24. Poverty, Unemployment and Development Policy 

Kavita Chakravarty 

25. Rural Development: Theory and Practice 

Edited by -1. S. Hooda 

26. Rural Development Administration: A Sub-state Level 
Study 

VijaykumarN. Torgal 

27. Studies in Development Planning 

S. Bhagwan Dahiya 

28. Studies in Development Planning (2 Volumes) 

Edited by 

Kavita Chakravarty 

29. The ‘Development of Women and Children in Rural Areas' 

Programme in India. An Evaluation 
Suprabha Dahiya 

30. The ‘Integrated Child Development Scheme' Programme 

in India: An Evaluation 

Sneh Kumar 

31. The Integrated Rural Development Programmed India; 

An Evaluation 

I. S. Hooda 

32. The Vedic Language and Exegesis 

Ram Gopal 

33. Wage-Productivity Trends in Indian Industries 

Z S. Goyat 

34. Women Development and Panchayati Raj 

Roshni Nandal 


For further information please write to 
Spellbound Publications Pvt. Ltd 
177/28, Medical Mor, Delhi Road, Model Town,Rohtak 124001 


INVITATION TO AUTHORS /EDITORS 
The Spellbound Publications invites manuscripts for publica¬ 
tion in the field of social sciences. 

The Spellbound Publications have a taiget to emerge as one 
of the world's premiere social science publishers. Ranging 
from student texts to monographs, our publications would 
combine specialist knowledge & expert opinion in areas of 
study which increasingly demand the world's attention. 
Throughout our ultimate aim would be to publish exciting & 
innovative work for the students, researchers & practitioners. 
Authors/Editors are invited to write to us. 

Spellbound Publications Pvt. Ltd. 

177/28, Medical Mor, Delhi Road, Model Town, 
Rohtak 124001 


International Journal of 
Development Planning.Literature 

Subscribers may place their orders for the back volumes/ 
current volumes of the Journal to the Spellbound Publica¬ 
tions Pvt Ltd. 

Contributors may submit their unpublished papers to 
ProfS. Bhagwan Dahiya, Chief Editor of the Journal. 

Spellbound Publications Pvt Ltd 

177/28, Medical Mor, Delhi Road, Model Town, 
Rohtak 124001 


Plintedby Krishna Rqj at Modem Arts and Industries, 151, A-Z Industrial Estate, GanpatraoKadamMarg, Lower Parcl. Mumbai 400 013 
and F*«Ad hy him far SmwnlrAa That from Hitkari House, 284, Shahid Bhagatsingh Road, Mumbai-400 001. 
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What Kind of a Nation? 

The elections have given an uncertain verdict for the eleventh Lok Sabha, 
but voters in most of the distinct linguistic-cultural regions have also shown 
that they have a clear mind about what kind of preferences to make. From 
the manner in which this disjunction is being overcome, it does not seem 
likely that a resolution of the problem of the relations between the ‘nation’ 
and die ‘regions’ is going to be a smooth affair. However, it is here that one 
of the main contests about the future of India is going to take place It is 
also around this that the fight against Hindutva is going to be settled 1612 

Managing Development under Globalisation 

Economic reforms have failed to deliver the goods even after five years 
because they were not properly designed for our country's specific needs 
and conditions Distinguishing between the plan as a strategy and planning 
as the appioach to arriving at such a strategy, we need to return to the 
drawing hoards and get back to planning - the Mahalanobis way 1598 

IPRs and Farmers’ Rights 

Under pressure from the US and to meet the requirements of the TRIPs 
agreement, new intellectual property nghls legislation is being introduced 
in the area of plant genetic resources People's organisations are fighting 
to protect farmers' rights to biodiversity and to survival as well as the 
freedom of scientists to work for the removal of hunger rather than for 
corporate profits Against the background of the conflict between farmers 
and the international seeds industry, an outline of a people's charter 
of farmers' rights 1621 


More of the Same 

Considering the dramatic political 
changes ushered in by the Lok Sabha 
elections, the continuity of policies 
and style of governance at the centre 
is indeed remarkable Despite heading 
a minority government representing a 
United Front of 1T disparate parties, 
Deve Gowda is striving to put together 
a highly centralised system of government 
with little transparency or accountability 
He has also made clear his overriding 
commitment to the policy prescriptions 
ot the IMF/World BankyWTO 1568 


Cultural Intervention 

Communahsm is not merely a cultural 
phenomenon nor even a narrowly 
political one It is part ot a pro-big 
business, pro-imperialist worldview, 
ot e that implies a u rtain paradigm 
of development as well Cultural 
intervention against communahsm will, 
therefore, remain woefully inadequate 
unless it is complemented by a critique 
of imperialism and those two enormously 
seductive catchwords it flaunts, 
globalisation and liberalisation. 1586 


State Terrorism 

Though in contemporary usage 
terrorism has come to mean only actions 
by rebel group* against the state, the 
perpetrators of terrorism are as often 
state agencies and vigilante squads 
sponsored by them 1574 


Old Age Security 

The challenge beiore the government 
is to design a pension system which 
will be both a safety net and an 
instrument of growth Combination 
of a publicly-managed system 
providing subsistence benefits and 
funded private pensions may be more 
equitable while also enhancing 
growth _ 1570 

People’s Action 

Hyderabad has been facing acute 
water shortage tor the last decade 
because of the disappearance of 
nearly a hundred lakes m different 
parts of the city - the result of the 
land-grabbing operations of the 
real estate business/politician/state 
nexus But in one instance at 
least it has been shown that the 
determination of the people to protect 
water bodies in their vicinity can be 
an effective bulwark against 
these operations 1572 


Yeltsin’s Master 

A curious sensation is beginning 
to take hold of the people of 
Russia that Yeltsin is less 
important now because Lebed has 
almost taken over, establishing 
his authonty both within and 
outside the presidential 
command 1576 






LETTERS TO EDITOR 
More on Iodised Salt 

S K SHARMA (June 1) has raised fresh 
issues on iodised salt: (a) there is a large 
population that is now suffering from excess 
iodine and (b) food inspectors are forbid* 
den to collect so-called iodised salt samples 
from the market for checking and assessing 
iodine content. The WHO is a scientific body, 
is not an activist set-up and its findings are 
based on global research. Hence, one has to 
give credence to its findings till they are 
disproved by further research and fresh 
scientific evidence. The present WHO 
findings are: through adaptive mechanisms 
normal people exposed to excess iodine 
remain euthyroid and free of goiter. In Japan 
where dietary iodine intakes are high it has 
been shown that normal people who are not 
iodine deficient can maintain normal thyroid 
function states even at several milligrams of 
dietary iodine intake, that the incidence of 
non-toxic diffuse goiter and toxic nodular 
goiter is markedly decreased by high dietary 
iodine intake, that the incidence of Graves' 
disease and Hashimoto disease does not 
appear to be affected by high intakes of 
dietary iodine. Current estimates of daily 
iodine intakes in Canada and the US are 
substantially above physiological need - in 
the range of 460jUg/day among 9-16 year 
old children to greater than 1 mg among as 
many as 10-20 per cent of adults. IflNMAS 
in New Delhi has come across any Graves' 
or Hashimoto disease due to high intake of 
dietary iodine, as is claimed by Sharma, why 
should they not publish the findings and 
file damages against the government for 
imposing iodised salt consumption? 

It is not true that food inspectors are not 
allowed to take samples of iodised salt for 
checking iodine content. Under the Pre¬ 
vention of Food Adulteration Act (PFA) 
food inspectors are empowered to launch 
prosecutions against manufactureproducer/ 
seller of iodised salt (see A Handbook for 
Traders. Office of the Salt Commissioner, 
Ministry of Industry, GOl, Jaipur). It is a 
different matter that they avoid prosecuting 
iodised salt scllers/lraders by accepting 
bribes. Iodised salt testing can be done cither 
in labs or by using drop testing. A kit with 
two ampoules of test solutions and one 
ampoule of recheck solution costs Rs 11 
only and is available from M B Chemicals, 
3rd Floor, 85 GN Chetty Road, T Nagar, 
Madras. Each kit can test 50 salt samples. 
One drop turns a salt sample violet if it 
contains iodine. This colour coded reading 
is very simple and the iodine content of salt 
varying from 15-30 ppm can be detected 
even at the household level. Nearly 20,000 
iodised salt samples were tested in MP 


through these kits as part of the Rajiv Gandhi ayurvedic drug with an illegal licence from 
Technology Mission on iodine deficiency the FDA (Maharashtra). The FDA 
disorder control programme in 1995 alone; (Maharashtra) had to cancel the licence as 
nearly 80percentofthesamples were found a result of repeated queries of Foundation 
to have iodine content of 15 ppm. Hundreds for Health Action (FHA). The multinational 
of school children were shown how to test company in the meantime managed to 
salt in the children's homes thus building procure another illegal licence from the 
awareness of school children on iodine need. FDA (Gujarat). When the reason for granting 
Finally in spite of the untversal salt iodisation an ayurvedic licence to this allopathic 
programme in India, if some people like drug was questioned by the FHA, FDA 
Sharma want to consume non-iodised salt (Gujarat) also cancelled the licence of 
they are welcome to do so. Non-iodised salt Essentiale with effect from March 15. 
is still sold in many places including Delhi, However, none of the authorities have ever 
under the garb of cattle feed. replied to our question on what basis the 

ayurvedic licence had been granted to this 
Manu N Kuucarni allopathic drug. In spite of our letter to the 
Bhopal drug controller (West Bengal) informing 

i* i him about the cancellation of the licence of 

Unethical Drugs Essentiale elsewhere, the sale of this drug 

continues in the state. 

THE anarchic situation in the drug control The recent circular from the drug cont- 
administrations of the country is well known, roller of India to allow Ginseng formulations 

Taking advantage of the prevailing chaotic to be licensed as a dietary supplement 

conditions, drug companies (both indi- instead of a drug is another dangerous 

genous and multinational) easily obtain decision obviously meant to protect the 

manufacturing and marketing licence for business interest of some companies at the 

thousands of unscientific, useless and even cost of the people. The FHA through its 

harmful drugs. Procuring an ayurvedic (drug) publication. Bulletin on Drug and Health 

manufacturing licence is easy and very Information (BODHf ) has been disseminat- 

pro fit able. There is no quality control, no ing intormalion on thousands of such 

excise duty or price control on ayurvedic irrational, bogus and hazardous drugs among 

drugs. Violating the law, a section of the doctors. The FHA. however, is convinced 

bureaucracy in the drug control administ- that in the absence of a concerted people’s 
ration has issued ayurvedic licences even to movement drug manufacturers in collusion 
allopathic drugs like Vicks, lodex, etc. The with government functionaries concerned 
story of Essentiale (manufactured by the will continue to market such drugs, 
multinational company Rhone-Poulcnc) is 

a glaring example. Essentiale is an allopathic Shakti Bhattacharyya 

drug of questionable therapeutic efficacy, Foundation for Health Action, 
marketed as a liver cure in India as an Calcutta 
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Unsafe under Wraps 

L ACK of accountability to the public, nonchalance towards 
issues of safety and relevance and arrogance born of long 
and close association with the PMO have been well known 
characteristics of the atomic energy establishment. Early this 
week when the angry ex-chicf of the Atomic Energy Regulatory 
Board {AERB), A Gopalakrishnan, went to the press about the 
grave state of affairs in the department it came as no surprise. 
What the episode drew attention to is that the Nehru-Bhabha 
legacy of keeping atomic energy issues and affairs under 
velvet wraps needs to be jettisoned forthwith. It had no 
validity even in the 1950s, but now such an attitude and its 
imperatives are leading the atomic energy establishment to 
make serious compromises which could result in major 
disasters, financially as well as in terms of safety. Ironically, 
it is also prompting widespread public distrust of the 
establishment which should concern even those who swear by 
the peaceful atom. 

Much of what Gopalakrishnan had to say has been widely 
known, thanks largely to the more open functioning of the 
AERB under him The Board has been regularly publishing 
safety data since 1992 and has made itself relatively accessible 
to the public. Several investigative reports in the media have 
pointed to the lack of concern for safety in the establishment 
and, worse, to the concerted attempts to hush up ‘events* which 
point to unsafe operations. That the Tarapur plant should have 
been mothballed by now is generally acknowledged, although 
the nuclear establishment has time and again argued that it has 
been certified safe. Its practices even in its younger days had 
raised questions about both safety and ethics. More recently, 
leakage of radioactive material from a pipe outside the 
establishment’s grounds led to protests from local villagers 
and the closure of the waste immobilisation plant after AERB 
intervention. There have also been reports about the unsafe 
conditions of storage of radioactive materials. According to 
Gopalakrishnan, the AERB had also noted this problem and 
asked the nuclear establishment to take corrective action. In 
dealing with the March 1993 fire at Narorathe AERB instituted 
a thorough enquiry of the concerned parts, the turbine units, 
of ail the power plants - much against the DAE’s wishes - 
which brought out similar poor conditions in the Madras plant 
as well. The recent fire at Narora in a steam pipe drain under 
the turbine shows that all is still far from well at this unit The 
dome collapse at Kaiga has been effectively hushed up. 
Though the AERB conducted an inquiry, the report has been 
kept under lock and key. Gopalakrishnan*s comment that he 
is “under instructions not to speak” about the AERB investi¬ 
gations about Kaiga is significant against the background of 
his candid observations about other safety lapses in the 
department. Safety issues relating to the Dhruva reactor and 


to Cirus at the Bhabha Atomic Research Centre (B ARC) have 
also received public attention through media reports. 

There is supposed to be an elaborate safety and environmental 
surveillance set-up within the atomic energy establishment 
(including regular safety awards) which has merited increasing 
space in the last few annual reports of the department. But how 
much does all this say about safety norms being actually in 
place? The 1994-95 annual report mentions, in at least two 
places, that the Tarapur and Kaiga atomic power plants were 
given the AERB’s industrial safety awards for operating and 
under-construction units, respectively. But we have it on 
Gopalakrishnan’s autlority that the Tarapur plant has “specific 
safety deficiencies” which need “to be attended to urgently”. 
He has also made the startling disclosure that “several safety 
related data are simply not available”. About the Kaiga dome 
collapse, Gopalakrishnan has said that if this had happened 
when the reactor was in operation “there would have been a 
catastrophe”. The Tarapur and Kaiga projects, incidentally, 
have also been winning the AERB’s award for planting trees. 
Clearly, safety has become a cosmetic issue in the department, 
with even the AERB often giving in to the nuclear mandarins* 
demands on what it may consider less important issues. The 
question is should the AERB, a body whose efficient 
functioning is vital to public safety, be forced to continue to 
walk this tightrope? 

This state of affairs has arisen because, as Gopalakrishnan 
has pointed out, “the AERB is a subordinate organisation of 
the DAE which is supposed to play the role of a watchdog in 
safety matters”. This is an obviously untenable situation and 
it is surprising that international bodies like the IAEA have not 
objected. After all, the proposed IAEA guidelines on safety 
require that the regulatory organisation '‘shall act independently 
of the suppliers of nuclear installations and of thdr operators; 
the separation of the responsibilities of the regulatory 
organisations and those of the other parties shall be clear, so 
that the regulators retain their independence as a protection 
and safety authority and are guarded from undue influence”. 
Though these guidelines have not yet been given the status of 
statutes, they are the product of long deliberations under the 
auspices of the United Nations Scientific Committee on the 
Effects of Atomic Radiation (UNSCEAR) and have received 
full approval from the International Commission on Radio¬ 
logical Protection and the Nuclear Safety Advisory Group 
under the IAEA. There is no need for any further elaborate 
cogitation on effectively delinking the AERB from the DAE. 
This is an issue which must concern policy-makers urgently. 

This is of course not a sufficient condition for ensuring the 
safety of nuclear establishments. For that there must also be 
instruments for providing information to the public on technical 
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and scientific issued cmMiiitaty safety 
aspects, this is applicable to all industrial 
concerns except the atomic energy esta¬ 
blishment which comes under the purview of 
the Atomic Energy Act, 1972 which imposes 
archaic secrecy conditions. The legislation 
needs a thorough and urgent review. While 
there may be valid reasons for a degree of 
secrecy in matters concerning national 
security, it is possible and necessary to esta¬ 
blish clear requirements for dissemination 
of safety data. For instance, the publication 
of the AERB report on the collapse of the 
Kaiga dome can hardly compromise national 
security. For that matter, even the report of 
the full investigation of the storage tanks at 
Tarapur should be made available, to the 
concerned local population especially. 
Gopalaknshnan has also mentioned several 
safety lapses which may ultimately affect 
populations around the BARC in Mumbai. 
These too need to be brought into the open - 
the research centre has a highly sensitive 
location, with the mainland across the strip 
of Arabian Sea not many miles away and a 
densely populated residential area and 
concentration of high risk industries on the 
other. Imaginary and assumed concern for 
national security cannot be an excuse to put 
thousands ol lives at constant risk. Whether 
or not nuclear power is a realistic or relevant 
option for India, existing and planned 
installations must at least be made safe. 
For that, in accordance with international 
guidelines, the AERB has to be made 
independent and must begin to function as 
such. The next, and more complex, initiative 
has to be a review of the Atomic Energy Act 
from the public safety perspective. 

THE ECONOMY 

Dismal Legacy 

THOUGH fiscal adjustment is considered 
the most critical element in any programme 
ol stabilisation and structural adjustment, in 
our own case it has been the area ot the most 
conspicuous failure. 

The centre's gross tax revenue has fallen 
from over 11 per cent of GDP in the pre¬ 
reform period to less than 10 per cent in 
1995-96 The sharpest indicator of fiscal 
deterioration has been the growth of the 
revenue deficit from Rs 18,562 crore in 
1990-91 to Rs 33,331 crore in 1995-96(RE). 
Compared to an average of 2.5 per cent ol 
GDP in the 1980s. the revenue deficit has 
generally remained above 3 per cent in the 
post-reform period and touched 4.1 per cent 
in 1993-94. 

This is notwithstanding the considerable 
expenditure compression that has been 
undertaken. The centre’s total expenditure, 
revenue and capital, has come down from 
20.2 per cent of GDP in 1990-91 to 17 per 
cent in 1995-96. What ^especially alarming 
is that the cuts have been entirely in capital 
and development expenditure, whereas 


revenue expenditure and overall non¬ 
development expenditure have been allowed 
to grow apace. While non-development 
expenditure has grown by 14.6 per cent per 
annum, development expenditure has risen 
by only 6.5 per cent per annum during 
the live-year reform period. As a result, 
development expenditure as a proportion of 
the central government's total expenditure 
has come down from 54.3 percent in 1990- 
91 to45 2 percent in 1995-96. As a proportion 
ot GDP, the fall has been from 11 percent to 
7.4 per cent. The annual rate of growth ol 
development expenditure at 6.5 per cent 
(compared lo 16 per cent in the decade of the 
1980s) has meant a severe compression in 
real terms as the post-reform quinquennium 
has experienced an average inflation rate of 
over 10 per cent per annum. This has 
happened despite some additional funds 
earmarked for special employment schemes 
in recent years being included m development 
expenditure. 

Taking the period 1990-91 to 1995-96, the 
government’s revenue expenditure has 
registered an increase of over 95 per cent 
(14.3 per cent per annum), whereas capital 
expenditure has gone up by only 24 per cent 
(4.4 per cent per annum). Despite the 
government* s objective of reducing the wage 
hill, total pay and allowances (including 
those ot detence personnel) rose by 69 per 
cent from Rs 14,588 crore in 1990-91 to 
Rs 24,614crorcin 1995-96. Much the laigcr 
part ot the rise has been in dearness allowances 
to compensate foi inflation. The increase 
under ’pay' of civilian employees was only 
Rs 222 ciorc (3.5 per cent) over the entire 
five-year period from Rs 6,412 crorc to 
Rs 6,634 crorc, but ‘allowances' shot up by 
Rs 6,922 crore ( 175 per cent) From Rs 3,943 
crorc to Rs 10,865 crorc. The estimated 
strength of the civilian establishment, as 
reported in the central budget papers, fell by 
3 4 per cent from 40,81.852 at the end of 
March 1991 to 39,43,444 at the end of March 
1996. If failure to control inflation has 
contributed to the explosion in the dearness 
allowance bill, the government’s large 
borrowings at rising interest rates have 
resulted in a sharp rise in interest payments 
(another major component of non-develop¬ 
ment expenditure) from Rs 21,471 crorc in 
1990-91 to Rs 51.000 crore in 1995-96 or by 
138 per cent. 

One of the objectives of structural 
adjustment, on paper, is the directing of 
public expenditure towards augmenting the 
stock of productive physical and human 
capital. Especially commended is a shift in 
expenditure to improving primary education 
and basic health services, and to augmenting 
the physical infrastructure. However, in our 
case both capital formation by the public 
sector and funds earmarked for social 
development have suffered a setback in the 
past five years. Against average gross capital 
formation in the public scctoi of ovei 10 per 
cent of GDP in the 1980s, in the four years 


from 1991-92 to 1994*95 it was just 8.2 per 
cent of GDP, resulting in ^significant loss of 
the momentum of growth. Expenditure on 
the social sectors has fared little better. While 
central government spending on the social 
sectors (other than on employment schemes 
and rural development) showed a slight 
improvement from 3.1 per cent of GDP in 
1990-91 to 3.7 per cent in 1995-96, because 
of the squeeze on resources transferred from 
the centre to the states, there has been a fall 
m the states’ allocations for the social sectors I 
and aggregate social sector expenditure of 
the centre and the states together fell from 
6.2 per cent of GDP in 1990-91 to 5.9 per 
cent in 1995-96. The results are to be seen in 
the growing evidence of deterioration of 
pn mary education, basic health care, drinking 
water supply and essential urban amenities. 

Reduction ol the ratio of government debt 
to GDP is supposed lobe another hallmark of 
fiscal correction. The internal debt of the 
government of India, however, has risen 
from 28.8 percent of GDP in 1990-91 to 29.4 
per cent in 1995- C >6(BE). The government’s , 
total liabilities, including ‘othei liabilities’ 
and external debt, went up from 58.7 percent 
in 1990-91 to 59.7 per cent tn 1993-94 and 
then fell to 57.4 per cent in 1995-96, but only 
because in government accounts external 
debt is valued at historical exchange rates 
instead of at current rates. Valued at current 
rates, the government's total outstanding 
liabilities have gone up trom 65.2 per cent ot 
GDP in 1990-91 to 66.2 percent in 1995-96. 

Fiscal compression, according to received 
wisdom on structural adjustment, is not 
expected to be recessionary because, with 
substantially reduced government fiscal 
deficits, the crowding out of private sector 
investment is supposed to end and real interest 
rates arc supposed to settle down to more 
realistic levels, establishing a virtuous circle 
of growth. However, the actual experience in 
the post-reform period has been once again 
quite the contrary. As already noted, fiscal 
deficits have remained high. Further, the 
government’s borrowings, both short term 
and long term, have been at exceptionally 
high rates of interest. The discount rate on 
91-day treasury bills - admittedly kept 
artificially low earlier at 4.6 per cent per 
annum - had risen to 11.82 per cent by 
March 1995 and to 12.97 per cent by March 
this year. For the new 364-day TBs the 
government has been paying over 13 per 
cent recently. The weighted average of rates 
on dated securities, which was about 9 per 
cent in 1990-91, shot up to 12.63 per cent in, 
1994-95 and 13.75 per cent in 1995-96. The 
general interest rate structure for commercial 
credit too has gone up to exceptionally high 
levels, raising real rates to between 15 and 20 
per cent for different categories of insti¬ 
tutional credit. 

Also, most peculiarly, it is in the post¬ 
reform period for the first time in recent 
experience that a situation of government 
borrowings crowding out the credit require- 
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meats of the private sector may be said to 
have emerged This has happened because 
the pattern of financing of the centre's fiscal 
deficit has undergone a radical change The 
government had been compelled by the 
performance criteria tor the standby 
borrowing arrangement with the IMF to slash 
its fiscal deficit from 8 33 per cent of GDP in 
1990 91 to 5 90 per cent and 5 72pei cent in 
the first two years of the reforms respectively 
Net market borrowings which, at Rs 8 001 
crore had constituted 18 per cent ot the gross 
fiscal deficit (GFD) or 1 5 per cent ot GDP in 
1990 91 were brought down to Rs 3 676 
crore or 9 per cent of GFD and 0 5 per cent 
of GDP m 1991 92 By then large reductions 
m union excise and customs duties had been 
effected as part o( fiscal relorm whereas 
government expenditures could not he 
reduced beyond a point As a result the fiscal 
dcliut rose m 1993 94 to Rs 60 257 crore or 
7 7 per coni ol GDP from Rs 40 173 crore or 
5 7 percent of GDP in 1992 93 lor financing 
which net maiket borrowings had to be 
pushed up from Rs 3 676c rorc to Rs 28 537 
crotc (47 4 percent ol GFD and 3 6 per (ent 
of GDP) or some eight fold in a single year 
Since then net market borrowings have 
remained stubbornly high A government 
which had botmwed ibout Rs 5 000 crore 
(0 5 per cent of GDP) in 1992 93 was now 
making demands on the maiket of ovei 
Rs 27 500 < roie or 2 5 per cent ot GDP 
Initially this older ot government borrow 
mg could be accommodated because, there 
was an abundance of liquidity as a rtsulf of 
the large loicign portfolio inflows but when 
these inflows dried up it caused serious 
distortions in the financial >ystcm 
Tht other mijor component ot financing 
of the G1 D has betn the government s 
unfunded dehl consisting ot small savings 
provident funds and special deposits which 
art major avenues of household sec lor saving 
and deserve to be encouraged Then 
contribution to GFD came down from 
Rs 22,103 crore or 4 1 per cent of GDP in 
1990 91 to a range of Rs 16 500to Rs 17 000 
crore (2 7 per cent of GDP) in the following 
two years and further to Rs 15 686 crore 
(2 per cent of GDP) in 199 3 94, but recovered 
to Rs 27 048 c rorc (2 9 per cent of GDP) in 
1994 95 and to Rs 26 790crorc (2 5 percent 
of GDP) in 1995 96 Despite the higher 
collections through unfunded debt the 
government could not however reduce the 
third component ot GFD hnancing namely, 
theconventional deficit Against the budgeted 
amount of Rs 5 000 crore for 1995-96 and 
the revised figure ot Rs 7 600 crore, the 
actual for the year was Rs 9 934 crore 
Throughout the year the use of ad hoc treasury 
bills remained tar above the Rs 9 000 crore 
agreed upon between the finance ministry 
and the Reserve Bank In July 1995, the 
conventional deficit actually touched 
Rs 21,786 crore The deteriorating fiscal 
situation is even more tellingly reflected in 
the government's growing dependence on 


the monetised deficit The government was 
able to effect gross market borrowings of 
Rs 40,509crore (net borrowings of Rs 26,790 
crore) in 1995-96 only because the RBI was 
made to cough upRs 12 655 crore by way of 
primary market subscription to dated 
securities Taking into account the RBI’s 
subscription to treasury bills including ad 
hoes the nse m net RBI credit to the central 
government reached the phenomenal level 
ot Rs 19 855 crore in 1995 96 compared to 
Rs 2,130 crore in 1994 95 and Rs 260 ciore 
in 1993 94 

The Narasimha Rao government has thus 
left behind a legacy of colossal fiscal 
mismanagement It a significant change is to 
be brought about without hurting the develop 
ment process bold steps have to be taken to 
improve the tax to GDP ratio immediately by 
at least one percentage point from 10 2 per 
cent to 11 2 per cent which implies that the 
central government s gross tax collections 
would have to rise by almost Rs 28,000 crore 
from Rs 1 10 500 crore in 1995-96 to 
Rs 1 38 500 iron, in 1996 97 against the 
actual rise of about Rs 18 000 crore in tax 
collections in 1995 96 Clearly the new 
finance minister lias .us job cut out for him 

CENTRE ST ATI S RFLATIONS 

Proof of the Pudding 

THE United Front government’' says the 
l)F s Common Minimum Programme will 
advance the principles of political, administ 
rafive and economic federalism” and in 
pursuance ot this commitment it promises 
that the new central government will devolve 
powers and dectntiahse authority in each of 
these spheres 

A two track policy is proposed On the 
first track will be the implementation of 
those recommendations of the Sarkana 
Commission on which there is already a 
broad consensus Immediate action is 
promised in this context on (i) greater 
autonomy to states in determining develop 
ment priorities (u) greater freedom in 
drawing up state plans (m) transfer of most 
centrally-sponsored schemes to the states 
and (iv) prompt central assent to state bills 
on matters within the states jurisdiction 
On the second track will be the immediate 
appointment of a higl level committee to 
review and update the recommendations of 
the Sarkana Commiss on ’ which will "also 
look into the vital question of devolution of 
financial powers irom ihe central government 
to the stute governmt nts” and report within 
three months In addition, the UFprogramme 
promises that Article 3 56 ot the Constitution 
will be amended \u the light of the recent 
decisions of the Supreme Court to prevent 
the misuse of this constitutional provision 

That m the drafting ol the UF programme 
its authors thought it nu essary to spell out in 
some detail the thinking of the UF on what 
needs to be done in (he sphere of centre 


states relations,including financial delations, 
is certainly welcome, but much will depend 
on the concrete actions that the government 
actually takes How much greater freedom 
will the states have to decide their own 
development priorities and plans? How much 
of the amounts now dispensed by the centre 
through the centrally sponsored schemes will 
stand actually transferred to the states? It is 
on the basis ot the answers to these questions 
that it will be possible to say what the action 
promised on the first track will really amount 
to Going by past expenencc and knowing 
how similar promises and undertakings have 
come to nought no one will dare to be over- 
optimistic 

Much will depend on the action taken on 
the second track namely, the appointment 
and report of the proposed high level 
committee Here two doubts crop up 
immediately The first will largely be cleared 
once the composition of the committee is 
known It would have been better it the UF 
programme had indicated how the committee 
was proposed to be formed The expenence 
so far in regard to appointments to even 
constitutionally mandated bodies and offices 
has been hardly reassunng with regard to the 
independence, competence or objectivity of 
the appointees This includes the Finance 
Commission appointed every five years 
Even the Sarkana C ommission s compo¬ 
sition was dec ided solely by the then central 
government There was little transparency 
about the decision 

The second doubt anses because the 
pnnupal task the UF programme talks about 
for the proposed committee is to review and 
update the recommendations of the Sarkana 
Commission True the programme also 
envisages that the committee would deliberate 
on the vital question of devolution of 
financial powers” But that m itself is not 
enough In fact the programme committing 
itself to modification of Article 356 raises 
the suspicion that the vital subject of a total 
review ot the central government s power to 
dissolve state governments and legislatures 
is being foreclosed It is a sad commentary 
on the evolution of centre-states relations in 
the country that in the 50th year of 
independence it is still considered necessary 
lor the c cntral executive to retain this power, 
though in a modified form Would the 
proposed committee be allowed to go into 
the question of entirely doing away with this 
provision? Are we not sufficiently mature 
yet to let our state administrations run on 
their own subject of course to the norms of 
accountability which regular democratic 
elections impose upon them but without the 
sword of Article 356 hanging over their 
heads 7 

The terms of reference of the proposed 
committee must be broad enough to cover 
the totality of centre-states relations and not 
be constrained by the ground covered or the 
recommendations made by the Sarkana 
Commission 
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The annual inflation rate based on WP1, after reaching the lowest level in recent years in the previous week, rose by 0.63 per cent to 4.8 per cent 
on June 1 due to upward movement of prices of several food articles. While the government's resort to ad hoes has been reined in marginally, 
the increases in net RBI credit to the centre and in M, have been phenomenal. With hectic buying of blue-chip shores by Fils continuing, all major 
stock market indices have been buoyant. On June 14, the BSE sensex breached the 4000-point mark for the first time since December 1994 and 
the NSE witnessed record trades as its 50-share index closed at 1196. 

Macroeconomic Indicators 


Index Numbers of Wholesale 

Prices (1981-82= 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April I-June 1,1996) 


Cost of Living Indices 


Weights June I, Variation (PerCent): Point-to-Point 

Over 12 Months Fiscal Year So Far 1995-96 1994-95 1993-94 1992-93 
Latest Previous 1996-97 1995-96 


4.8 

9.1 

2.1 

1.6 

4.9 

10.4 

10.8 

7.0 

7.1 

8.1 

3.8 

1.0 

5.7 

12.7 

11.5 

3.0 

8.6 

6.9 

4.5 

3.7 

9.7 

11.9 

4.4 

5 4 

5.6 

10.3 

3.6 

-3.9 

-U 

15.5 

24 9 

-1.4 

3.8 

2.7 

3.1 

-0.1 

- 0.1 

2.4 

13.1 

15.2 

3.6 

11.0 

0.9 

2.3 

5.4 

107 

9.9 

7.9 

1.9 

3.5 

2.8 

0.8 

0.3 

8 1 

12.3 

6.8 

6.4 

5.7 

3.9 

2.7 

6.6 

10.6 

7.0 

5 8 

67 

10.5 

4.6 

5.8 

7.7 

109 

8.3 

10.1 


Latest _ 

Month Over 
Month 


_ Variation (PcrCent). Point-to-Point _ 

Over 12 Months Fiscal Year So Far 1994-95 1993-94 1992-93 1991-92 
Latest Previous 1995-96 1994-95 


Industrial Workers (1982=100) 319.0’ 0.9 8.9 9.7 

Urban Non-Man Emp (1984-85=100) 261.0 V 0.4 9.7 9.7 

Agri Lab (July 60 to June 61=100) <§> 1395.9’ 0.4 7.4 10.6 

# Derived, based on linking factor between old and new series (1986-87=100) 


319.0’ 

0.9 

8.9 

9.7 

89 

9.7 

9.7 

99 

6 1 

13.9 

261.0 V 

0.4 

9.7 

9.7 

7.0 

7.2 

9.9 

8.3 

68 

13.6 

1395.9’ 

0.4 

7.4 

10.6 

7.4 

10.6 

10.6 

11.6 

0.7 

21.9 


Money and Banking (Rs crore)* 


Money Supply (M*) 

Currency with Public 
Deposits with Banks 
Net Efank Credit to Govt 
Bank Credit to Comml Sector 
Net Foreign Exchange Assets 
Reserve Money 
Net RBI Credit to Centre 
Ad hoc Treasury Bills 
Scheduled Commercial Banks 
Deposits 
Advances 

Non-Food Advances 
Investments 

* Based on March 31 figures after 
March 29. 1996. 


May 24. 
1996 


618329 

128458 

484396 

269850 

339771 

75881 

192499 

132495 

45375 


Over Month 


5935(1 0) 
6981 (2.4) 
2947 (0.6) 
1168 (0.4) 
-191 (-0.1) 
-570 (-0 7) 
-1489 (-0.8) 
1107(0.8) 
4350 


Fiscal Year So Far 
1996-97 1995-96 


17831 (3 0) 
10205 (8.6) 
5587(1.2) 
7182 (2 7) 
1132 (0.3) 
471 (0.6) 
-1836 (-0.9) 
13726(11.6) 
15930 


3538 (0.7) 
9643 (9.6) 
-9214 (-2.2) 
10837 (4.9) 
973 (0.3) 
-1246 (-1.6) 
6061 (3.6) 
11536(11.7) 
12160 


69696(13.1) 
17464(17 3) 
52176(12.2) 
40252(18 l) 
48984 06 9) 
-514 (-0 7) 
25056 (14.8) 
19855(20.1) 
5965 


78617 07 4) 
18806 (22.9) 
58956(16.0) 
16325(7.9) 
44991 (18.4) 
23298 (44 3) 
30608(22.1) 
2130(2.2) 
1750 


73307(19.3) 
14170(20 9) 
57925 0 8.7) 
28855(16 3) 
17161 (7 5) 
27674 0 10.9) 
27892 (25.2) 
260 (0.3) 
6300 


435349 824(0.2) 3004(0.7) 

251646 -902 (-0 4) -454 (-0 2) 

239693 -2538 (-1 0) -2616 (-1.1) 
165572 311(0.2) 1431(0.9) 

closure of government accounts, except for 


-11026 (-2.9) 45486 (118) 53630 (16.1) 52144 (18.6) 

-3084 (-1.5) 40540 (19 2) 40638 (23 8) 11566 (7 3) 

-6256 (-3.1) 43024 (21.6) 37797 (2.3.4) 8875 (5 8) 

1636 0.1) 14887(10.0) 14172(10 5) 28641(26 9) 

1995-96 (full year) and 1996-97 where the hanking data relate to 


Index Numbers of Industrial Weights January 
Production (1980-81=100) 1996 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


Capital Market 


BSE Sensitive Index (1978-79=100) 
National Index < 1983-84=100) 
BSE-200 (1989*90=100) 

NSE (Nov 5. 1995=1000) 

Skindia GDft Index (Apr 15. 1994=11 


_ Awm fin I 

1993-94 1992-93 


ull Fiscal Years _ 

1991-92 1990-91 


100.0 
11.5 
77 1 
114 

309.5 

291.6 
305 1 
357.1 

276.9(12.2) 
254 2(7.1) 
271.2(13.6) 
338.1(8.7) 

246.9(9.3) 252.9(9.0) 231 1(5.6) 218.9(2.3) 213.9(0.6) 212 6(8.2) 196.4(8.6) 
237.3(7.3) 247.8(7 1) 231 2(3.4) 223.7(0.6) 222.5(4.5) 221.2(6.3) 211.6(7 9) 
238.8(9.7) 244.6(9.4) 222.3(5.5) 210.7(2.2)206.2(-0.8) 207.8(8.9) 190.7(8.6) 
311.0(8.4) 3146(8.5) 290 0(7.4) 269.9(5.0) 257.0(8.5) 236.8(7.8)219.7(10.9) 


June 14, Month 

Year 1996-97 So Far 1995-96 So Far End of Fiscal Year 


1996 

Ago 

Ago 

Trough 

Peak Trough 

Peak 

1995-96 

1994-95 

1993-94 

4049(21.8) 

3694 

3325(19.5) 

3367 

4049 

2826 

3584 

3367(3.3) 

32611-13.7) 

3779(65.7) 

1829(17 5) 

1693 

I557(-2I.2) 

1549 

1829 

1304 

1691 

15491-3.5) 

16061-12.2) 

1830(79.2) 

412(15.1) 

382 

358(-25.6) 

345 

412 

289 

385 

345 (-6.3) 

3681-18.2) 

450(92.3) 

1196 

1084 

_ 

1107 

1196 

_ 


— 

. 

— 

») 89(113) 

82 

80(-25.9) 

79 

90 

61 

91 

79(1.3) 

78 

- 


Foreign Trade Ms 

V 


Exports Rs crore 12 

US $ mn 3 

Imports Rs crore 13 

US $ mn 3 

Non-POL US $ mn 2 

Balance of Trade* Rs crore - 
US $ inn 


Foreign Exchange Reserves 
(excluding gold) 


Rs crore 
US $ mn 


Cumulative for Fiscal Year So Far 
1993-94 1992-93 


1991-92 


106465 (29.3) 
31831 (21.4) 
121647(37.1) 
.36370(28.7) 
29214(29.6) 
-15182 
-4539 


82338(18.4) 
26223(18.3) 
88705 (21.8) 
28251 (21.7) 
22538 (28.4) 
-6367 
-2028 


69547 (30.4) 
22173(20 4) 
72806(15.7) 
23212(6.8) 
17456(10.6) 
-3259 
-1039 


53688(21.9) 44042 (35.3) 
18537(3.8) 17866 (-1.5) 

63375(32.4) 47851 (10.8) 
21882(12.7) 19411 (-19.4) 
15782(12.3) 14047 (-22.2) 


June 9, Mar 29. 
1995 1996 


60220 62776 60051 492 -2557 

17147 20045 17128 -194 -2898 


Variation Over 


Fiscal Year So Far 1995 


1996-97 1995-96 


1990-91 1989-90 


32553(17.6) 27681 (36.8) 
18143(9.1) 16626(19.0) 
43193(22.0) 35416(25.4) 
24073(13.2) 21272(9.1) 

18045(3.1) 17504(6.2) 

-10640 -7735 

-5930 -4646 


194-95 1993-94 1992-93 


169 -3252 -5977 18402 27430 5385 

19 -771 -3688 5640 8724 731 


1558 


Economic and Politic* 1 Weekly June 22, 1996 


















Priority Sector Advances 
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ttandins as 

»n die lut e 

ewwtii«/l 

ast Friday ol 

'March 



Grom Bank Credit 

1995 

1994 

1993 

1992 

1991 

1990 

1989 

1988 

1987 

1986 

Gross bank credit (including bills 

197603 

156857 

147139 

126005 

118019 

102671 

85728 

70260 

62569 

55213 

^discounted with apex bodies 

(100.0) 

(100.0) 

(100,0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

; andIBPs) 











I Public food procurement credit 

12275 

10907 

6743 

4670 

4506 

2006 

769 

2190 

5104 

5535 

(6.2) 

(7.0) 

(4.6) 

(3 7) 

(3.8) 

(2.0) 

(09) 

(3.1) 

(8.2) 

(10.0) 

11 Non-food gross bank credit 

185328 

145950 

140396 

121335 

113513 

100665 

84959 

68070 

57465 

49678 

(93.8) 

(93.0) 

(95.4) 

(96 3) 

(96.2) 

(98.0) 

(99 1) 

(96 9) 

(91.8) 

(90.0) 

A Priority sectors 

64141 

53880 

49832 

45425 

42915 

40383 

34219 

29070 

25050 

21566 

(32.5) 

(34.3) 

(33 9) 

(36 1) 

(36.4) 

(39 3) 

(39.9) 

(414) 

(400) 

(39.1) 

i) Agriculture 

23980 

21208 

19963 

18157 

16750 

16526 

13950 

12009 

10570 

9058 

(12.1) 

(13.5) 

(13 6) 

(14 4) 

(14.2) 

(16 1) 

(16 3) 

(17 1) 

(16.9) 

(16.4) 

li) Small-scale industries 

27612 

22617 

20026 

18150 

17181 

15543 

13135 

10820 

9108 

7816 


(H.O) 

(144) 

(13.6) 

(144) 

(14 6) 

(15 1) 

(15 3) 

(154) 

(14.6) 

(142) 

in) Other priority sectors 

12549 

10055 

9843 

9118 

8984 

8314 

7134 

6241 

5372 

4692 

(6 4) 

(6.4) 

(6 7) 

(7 2) 

(7.6) 

(8 1) 

(8 3) 

(8 9) 

(8 6) 

(8.5) 

B Industry (medium and large) 

75341 

57865 

58636 

47090 

44508 

38262 

32185 

25153 

21356 

18422 


(38.1) 

(369) 

(39 9) 

(37 4) 

(37 7) 

(37.3) 

(37 5) 

(35.8) 

(34 1) 

(334) 

C Wholesale trade (other than 

9749 

7330 

6969 

6154 

5910 

5472 

4767 

3598 

3080 

3066 

food procurement credit) 

(4 9) 

(47) 

(4 7) 

(4 9) 

(5 0) 

(5 3) 

(5.6) 

(5 1) 

(4.9) 

(5.6) 

D Other sectors 

36097 

26875 

24959 

22666 

20180 

16548 

13788 

10249 

7979 

6624 


(18 3) 

(17 1) 

07 0) 

(18 0) 

(17 1) 

(16.1) 

(161) 

(14.6) 

(128) 

(12.0) 

G Export credit included in 

25382 

17086 

15356 

10294 

9186 

8245 

6141 

3917 

3146 

2409 

item 11 above 

(12.8) 

(109) 

(104) 

(8 2) 

(7 8) 

(8 0) 

(7.2) 

(5 6) 

(V0) 

(4.4) 

Net bank credit (including IBPs) 

193357 

152501 

141800 

117443 

109298 

95132 





I (Figures in brackets arc percentages to gross bank credit) (Data relate to banks accounting for 90-95 per cent of bank credit) 



Institutional Finance for Agriculture and Allied Activities 








| ' Loans issued during the 

^ear (Apn 

1-March) 



Loans outstanding as on March 31 I 

Source of Finance 1994-95 

1993-94 

1992-93 

1991-9? 

1990-91 

1989-90 

1994 

1993 

1992 

1991 

1990 

Direct Finance 

1 Co operatives, of which 

8593 

7956 

58(H)* 

4819* 

5407* 

14354 

12658 

12176* 

10531* 

10566* 

a) Short-term loans by PACS 
(incl LAMPS and FSS) 

b) Medium and long-term loans 

6030 

5907 

3937* 

3448* 

3974* 

8105 

6108 

5110 

5178 

4948 

by PACS and CLDBs 

2561 

2049 

1863* 

1372* 

1433* 

6249 

6550 

7066 

5353 

5618 

II Scheduled commercial banks* 











(excl RRBs), of which (7945) 

5400 

(54(H)) 

4960 

4806 

4676 

4282 

19113 

18288 

16981 

17032 

15283 

a) Short-term loans 

2860 

2432 

2341 

2048 

1898 

5425 

4988 

4631 

4235 

4005 

b) Term loans 

2540 

2528 

2465 

2628 

2385 

13688 

13300 

12.351 

12797 

11279 

111 Regional rural banks (RRBs) 

745 

698 

596 

335 

647 

1982 

2206 

1984 

1753 

1838 

of which: 

a) Short-term loans 

474 

451 

337 

125 

336 

828 

799 

679 

590 

575 

b) Term loans 

271 

247 

260 

210 

312 

1154 

1407 

1306 

1163 

1263 

IV State governments** 

V Total direct finance 

377 

389 

339 

359 

292 






(1 to 1V)$ (21317) 

15115 

14002 

11841 

10188’ 

10628 

3544*) 

33152 

31142 

29316 

27687 

of which. 

(16494) 










a) Short-term toons (14728) 

9742 

(10843) 

9178 

6953 

5979 

6499 

14358 

11895 

10419 

10002 

9527 

b) Term loans (6589) 

5374 

(5651) 

4824 

4588 

4209 

4129 

21091 

21257 

20722 

19313 

18160 

I (Figures within brackets are latest figures given in the RBI’ 

s Annual Report 1994-95) 






Indirect Finance 

1 Co-operatives, of which 


2073 

2002 

1728 

1688* 


2590 

2487 

2355 

2230 

a) State co-operative banks# 


393 

360 

328 

495* 


982 

952 

893 

838 

b) Central co-operative banks# 

II Scheduled commencal 


1680 

1642 

1400 

1193* 


1609 

1536 

1462 

1393 

banks $S (excl RRBs) 


158 

198 

200 

207 

2099 

1522 

1433 

1189 

1429 

Ill Regional rural banks 

04 

4.5 

69 

8.8 

97 

33 3 

39.8 

38.7 

23 7 

48 2 

IV Rural Electrification Corporation 

692 

474 

588 

709 

713 

5655 

5175 

4875 

4524 

3959 

V Total indirect finance 


2709 

2795 

2645 

2618 

• 

9391 

8835 

8092 

7666 

1 * Figures relate to July-June and outstanding as on June 30 

$ Time periods are different for the institutions 

. Not available 


I $$ Disbursement to priority sectors os at end-June and priority sector advances outstanding 

** Taken as short-term loans 


1 # Loans issued include food procurement finance Nate. Data being from different sources, data in 

the three segments may differ. 


1 Source: RBI, Report on Currency and Finance 
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HINDUSTAN LEVER 

Continued Growth 

HINDUSTAN LEVER (HLL), a dominant 
force in soaps and detergents, personal 
products and speciality chemicals, has turned 
out an impressive performance for the year 
ended December 1995. 

HLL notched up a sales turnover of 
Rs 3.367 crore, up by 19 per cent from 
Rs 2,826crore recorded in the previous year. 
Other income moved up by 19 per cent to 
Rs 61 crore. Total income was up by 21 per 
cent and moved to Rs 3,517 crore. Interest 
cost moved up by 32 per cent. There was 
a minuscule increase in provision for 
depreciation. Provision for taxation was up 
by 18 per cent. The company closed with 
a net profit of Rs 239 crore, up by 26 per 
cent from Rs 190 in the previous year. A 
dividend of 100 per cent has been declared 
by the company. 

Engaged in the export of agri foods 
products and garments. HLL was the highest 
exporter of rice bran and sesame seed 
extraction. Exports grew by 24 per cent and 
stood at Rs 529 crore. Having been awarded 
the Super Star Trading House status by the 
government of India for three years cffecti vc 
April 1995, the company’s exports are 
facilitated because of its warehouse facilities 
in Holland and France. 

A division wise break-up of the company’s 
turnover presents the following picture: 60 
per cent of the company’s turnover was 
contributed to by the soaps and detergents 
division, the company’s flagship division. 
Contribution from the exports and personal 
products divisions stood at 17 per cent and 
10 per cent, respectively, with the rest 
coming in from chemicals and agricultural 
products. 

The company's soaps and detergents 
business performed to satisfaction, with sales 
crossing the one million tonnes mark. Several 
products were relaunched while existing 
products were updated. The year also saw 
the launch of a few new products. Holding 
a formidable position in the home care 
segment, the company further sought to 
consolidate it by entering into a joint venture 
agreement with S C Johnson, USA. Aided 
by a reduction in the excise duty for the third 
consecutive year which translated into a 
downward revision of consumer prices, the 
personal products division had another 
excellent year. HLL took measures to 
strengthen product distribution particularly 
in the rural areas. Personal care products in 
the form of sachets were specially focused 
on. The chemicals division performed well, 
its sustained focus resulting in significant 
exportsot glycerine, biopolymers and a range 
of impressive chemicals. The seeds business 


grew by 45 per cent. Undeterred by the 
oversupply created by large-scale imports 
the company's di-ammonium phosphate 
(DAP) brand performed well. The dominant 
market shares in West Bengal and Bihar 
helped the fertiliser business to register 
handsome profit growth. 

The leather tanning unit in Marungur in 
Tamil Nadu, commissioned in late 1994 at 
a cost of Rs 16 crore, went into commercial 
production during the year. The company 
also set up a Surimi Fish plant at Verawal 
in Gujarat in technical collaboration with 
Shinto Corporation of Japan at a capital cost 
of around Rs 17 crore. 

HLL entered into a joint venture with 
Lakme to undertake the manufacturing and 
distribution of colour cosmetics and other 
personal care products. The joint venture 
will enable it to enter the colour cosmetics 
business where currently it is unrepresented. 
Also, Lakme’s well established brands would 
supplement Hindustan Lever’s skin care 
range. 

The company’s margarine business has 
not performed satisfactorily and the company 
has now plans to turn to the bullet market. 
HLL aims at becoming one of the food 
majors in the coming two to three years. 

The parent company, Unilever, proposes 
to establish a World Research Centre at 
Bangalore, in addition to the research centres 
it has in the UK, Holland and the US. HLL 
and Brooke Bond Liplon India (BBLIL), the 
two Indian subsidiaries ol Unilcvei, were 
merged m April this year. 

ANDREW YULE 

In the Red 

The Calcutta-based public sector company, 
Andrew Yule, has posted a loss of Rs 20 
crore for the year ended March 1995. against 
a profit of Rs 4 crore in the previous year. 
Other income fell by 15 per cent and total 
income by 2 per cent. Interest cost went up 
by 11 per cent to Rs 23 crore. Provision for 
depreciation was down by 7 per cent. In 
view of the losses incurred no dividend was 
announced by the company. 

The lacklustre performance has been 
mainly due to the decline in tea prices and 
the lack of expected orders from the steel 
belting division. The four main products of 
the belting division are textile conveyor 
belts, nylon conveyor belts, steel cord 
conveyor bells and fan and V belts. The 
belting division suffered a setback on account 
of lower order intake as implementation of 
projects in different sectors needing the steel 
cord conveyor beltings was deterred. The 
division was also handicapped on account 
of the rise in raw material prices, viz., rubber, 
chemicals and other additives, as a result of 


which value addition and performance in 
general was affected. 

The turnover of the tea division declined 
largely owing to the lower crop resulting 
from excessive and uneven rainfall. Added 
to this was the lack of participation from the 
CIS buyers in the Indian auction market 
which created an imbalance between demand 
and supply. The company has taken steps 
to boost the performance of this division 
which includes the building up of a strong 
brand image with a focus both on the bulk 
and the packet lea segment. 

The electrical division’s profitability was 
affected due to poor realisation of dues from 
customers of power utility and other core 
sector industries. The cut in the overall value 
addition affected the performance ol the 
company’s electrical division. 

The engineering division manufacturing 
industrial Ians, tea machinery and air 
pollution control equipment suffered a net 
loss of Rs 10 crore for I he year under review. 
The company has a 30 per cent share in the 
industrial fans segment. The company is 
looking for foreign collaborators for its 
engineering division. Earlier in the year the 
engineering division has been considering 
divcrsifyingilsactivitiesintothemanufacture 
of automobile components. The diversi¬ 
fication strategy has since been rewoiked 
and the intention now is to concentrate on 
rejuvenation of the existing activities of the 
unit. Manufacturing of specialised air 
handling, air ventilation equipment and 
isolation dampers for nuclear power plants 
was held up owing to certain technical 
problems. As in the past the work force has 
been rationalised with the help of the volunt¬ 
ary retirement scheme. The company is 
spending close lo Rs 30 crore in the upgrad- 
ation of its electrical engineering division. 

The company has entered into a technical 
collaboration with OM1 Castlet of IJK for 
the manufacture of power control and 
rectifier equipment for power supply to 
electrostatic precipitators and the transfer of 
technology in this regard is in progress. 

Having taken to restructuring of its 
business since suffering a loss for the year 
ended March 1995, the company has hived 
off its loss making units That the move has 
been in the right direction has been proved 
by the results for the six month period ended 
September 1996 where, the company has 
reported a net profit of Rs 10 lakh against 
a loss of Rs 8 crore recorded in the 
corresponding period in the previous year. 
The company has hived off its new 
diversification unit of floriculture, tissue 
culture and mushroom cultivation to its sister 
companies. Also on the anvil is the hiving 
off its air pollution control unit and its other 
loss making units like the engineering 
division at Kalyani and its belting division 
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The Week's 


(to lakh) 


Financial Indicators 

Dec 

1995 

Dec 

1994 

March 

1995 

March 

1994 

March 

1995 

March 

1994 

Incomc/appropriations 

1 Net sales 

336694 

282648 

25123 

22450 

18157 

18326 

2 Value of production 

345626 

284595 

24896 

23284 

18373 

18635 

3 Other Income 

6078 

5091 

797 

651 

526 

617 

4 Total income 

351704 

289686 

25693 

23935 

18899 

19252 


5 Raw matenals/stores and 

spares consumed 150042 

6 Other manufacturing expenses 93895 

7 Remuneration to employees 18791 

8 Other expenses 47970 

9 Operating profit 41006 

10 Interest 2015 

11 Gross profit 39583 

12 Depreciation 2361 

13 Profit before tax 37222 

14 Tax provision 13300 

15 Profit after tax 23922 

16 Dividends 14584 

17 Retained profit 9338 

Liabilities/assets 

18 Paid-up capital 14584 

19 Reserves and surplus 49244 

20 Long term loans 29270 

21 Short term loans 4508 

22 Of which bank borrowings 4348 

23 Gross fixed assets 63873 

24 Accumulated depreciation 24316 

25 Invenloncs 68471 

26 Total assets/liabilities 185565 

Miscellaneous items 

27 Excise duty 40794 

28 Gross value added 59387 

29 Total foreign exchange income 55699 

30 Total foreign exchange outgo 44050 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 181 4 

32 Sales to total net assets (%) 345 0 

33 Gross value added to 

gross fixed assets (%) 93.0 

34 Return on investment 

(gross profit to total assets) (%) 21.3 

35 Gross profit to sales 

(gross margin) (%) 11.8 

36 Operating profit to sales (%) 12.2 

37 Profit before tax to sales {%) 11 I 

38 Tax provision to 

profit before tax (%) 35.7 

39 Profit after tax to net worth 

(return on equity) (%) 37.5 

40 Dividend (%) 50.00 

41 Earning per share (Rs) 16.40 

42 Book value per share (Rs) 43.8 

43 P/E ratio (based on latest and 

corresponding last year’s price) 53.3 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 45.9 

45 Short term bank borrowings 

to inventories (%) 6.4 

46 Sundry creditors to 

sundry debtors (%) 445.8 

47 Total remuneration to employees 

to gross value added (%) 31.6 

48 Total remuneration to employees 

to value of production (%) 5.4 

49 Gross fixed assets formation (%) 15.8 

50 Growth in inventories (%) 26.28 


128296 

10407 

10397 

11556 

9604 

61821 

1343 

1302 

718 

695 

14531 

2507 

2387 

4322 

3908 

49939 

6734 

5615 

1933 

1726 

35099 

4702 

4234 

370 

3319 

2954 

1126 

1093 

2320 

2100 

32627 

3813 

3563 

-1950 

1219 

2356 

464 

418 

484 

519 

30271 

3349 

3145 

-2434 

700 

11275 

875 

850 

0 

257 

18996 

2474 

2295 

-2434 

443 

11919 

509 

.345 

0 

190 

7077 

1965 

1950 

-2434 

253 

32456 

727 

727 

1057 

1057 

39127 

9006 

7058 

11772 

3404 

12597 

3438 

.3970 

7679 

6941 

4419 

5294 

4204 

6396 

5136 

2362 

3843 

1486 

6396 

5136 

55148 

9377 

8524 

23307 

12055 

22259 

3669 

3257 

4706 

4877 

54221 

4484 

4876 

5725 

4723 

165453 

22247 

19094 

41285 

29437 

41390 

22 

154 

2103 

2408 

49511 

7524 

7355 

4826 

7403 

44236 

4213 

3904 

700 

824 

37654 

4058 

3823 

1470 

1640 


168.4 

112.9 

117.6 

44.0 

62.3 

319.0 

136 1 

140.7 

67.5 

1108 

89.8 

80 2 

86.3 

207 

61.4 

19.4 

17.1 

18.7 

-4.7 

4.1 

11.5 

15.2 

15.9 

-10.7 

6.7 

12.4 

18.7 

18.9 

20 

18 1 

10.7 

13.3 

14.0 

-13.4 

3.8 

37.2 

26.1 

27.0 

0.0 

36.7 

26.5 

25.4 

" 29.5 

-19.0 

9.9 

80.00 

70.00 

80.00 

0.00 

1800 

5.85 

34.03 

31 57 

-23.03 

4 19 

22.1 

133.9 

107.1 

121.4 

42.2 

104.2 

8.5 

24.1 

0.0 

0.0 

17.6 

35.3 

51.0 

59.9 

155.6 

4 4 

85.7 

30.5 

111.7 

108 7 

480.1 

53.1 

52.7 

98.0 

57.3 

29.3 

33.3 

32.5 

89.6 

52.8 

5.1 

10.1 

10.3 

23.5 

21.0 

- 

10.0 

- 

93.3 

- 

- 

-8.04 

- 

21.22 

- 


to iti other group companies Ifke Tidewater 
Oil Company, and Dishergarh Power Supply 
Company. 

EXCEL INDUSTRIES 

New Joint Venture 

Excel Industries, the Mumbai based 
agrochemicals major, closed the year ended 
March 1995 with a sales turnover of Rs 251 
crore, up by 12 per cent from Rs 225 crore 
recorded in the previous year. Other income 
moved up by 22 per cent. Total income for 
the year under review moved up by 7 per 
cent. Interest costs saw a rise of 3 per cent. 
Provision for depreciation and tax moved 
up by 11 percent and 8 percent, respectively. 
Ilie company ended up with a net profit of 
Rs 25 crore, up by 8 per cent from Rs 23 
crore recorded in the previous year. The 
dividend of 70 per cent was supplemented 
by a bonus issue of 1:2. 

Currently, 60 per cent of Excel' s turnover 
comes from pesticides, 25 per cent from 
industrial chemicals like phosphorous 
derivatives and the remaining from speciality 
chemicals such as the phosphonates range 
which is used in water treatment. The 
company plans to strengthen its chemicals 
division by focusing on newer market 
segments like plastic additives,' 
intermediaries for the pharmaceutical sector 
like oxylyl chloride and preservatives for 
leather which it is already making. 

Although Excel enjoys a 70 per cent 
market share in domestic markets for 
endosulphan, the company is looking for 
a higher market share and is now turning 
its attention towards the rice growers in the 
east. The company started trial runs of a 
300 tonnes per annum (tpa) plant to 
manufacture chlorpyriphos, a wide 
spectrum organo-phosphorous insectide. 
A new facility to manufacture 600 tpa of 
acetyl chloride was also commissioned. 

A joint venture with Browning Ferris 
Industries, a $4 billion world leader in waste 
management is in the offing. The two 
companies are to have a 50 per cent stake 
in the joint venture which is to have an 
investment of Rs 80 to 90 crore spread over 
a period of five years. The equity component 
is not to exceed Rs 45 crore with the rest 
coming from borrowings from banks and 
financial institutions. This will be Excel's 
first joint venture with an overseas company. 
The company has an alliance with Natafim 
of Israel for dnp irrigation techniques, which 
it markets in India, and with Zeraim Gadera 
of Israel for seeds. 

Excel Industries, a Rs 254 crore producer 
of agro wastes, has been working on waste 
management and soil enrichment for over 
15 years. It has semi-commercial facilities 
to handle500tonnes per day (tpd) of garbage 
in Mumbai and has units in Calcutta and 
Ahmedabad. 
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ffl Bank of America 

BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


BALANCE SHEET AS ON MARCH 31, 1996 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31. 1996 

Schedule 

As on 
March 31, 
1996 
Rupees 
in 000s 

As on 
March 31, 
1995 
Rupees 
in 000s 

Schedule 

Year Ended 
March 31, 
1996 
Rupees 
in 000s 

Year Ended 
March 31, 
1995 
Rupees 
in 000s 


CAPITAL AND 
LIABILITIES 

Capita) 

Reserves and Suiplus 

Deposits 

Borrowings 

Other Liabilities and 

Provisions 

TOTAL 


ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with Banks and 
Money at Call and 
Short Notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

TOTAL 


1 2.000 2.000 

2 3.311,443 2,817,337 

3 19,270,788 21,633,900 

4 13,416,960 1,360,186 

5 2,439,521 2,010,088 

38,440,712 27,823,511 


4.777,467 2,498,247 


82,412 


53,432 


7,490,779 8,130,095 

20,211,293 14,763,625 

396.045 338,297 

5,482,716 2,039,815 


38,440,712 27,823,511 


Contingent Liabilities 12 121,234,804 150,472,628 


Bills for Collection 
Notes to Accounts 


2,760,254 191,768 


1. INCOME 

Interest earned 13 

Other income 14 

TOTAL 

2. EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Provisions and 
contingencies 

TOTAL 

3. PROFIT BEFORE 
INCOME-TAX 

Provision for Taxation 

4. NET PROFIT FOR 
THE YEAR 

5. APPROPRIATIONS 

Transfer to Statutory 
Reserves 

Transfer to Revenue 
and Other Reserves 

TOTAL 

Notes to Accounts 17 


3,905,287 2,870,175 

735,132 562,751 

4,640,419 3,432,926 


2,548,260 1,487,498 

898,284 655,121 

58,362 82,827 

3,504906 2.225,446 


1,135,513 1,207,480 

606.518 664,000 


543,480 


105.799 108,696 

423,196 434,784 

528~995 543,480 




As per our report of even date 

BORKAR & MUZUMDAR 
CHARTERED ACCOUNTANTS 

Sd/- 

Sd/~ 

AMBI VENKATESWARAN 

DILIP M. MUZUMDAR 

CHIEF EXECUTIVE OFFICER 

PARTNER 

MUMBAI- June 19, 19% 
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Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF BALANCE SHEET AS ON MARCH 3/, 1996 



SCHEDULE 1—CAPITAL 

1 Deposit with Reserve Bank 
of India under Section 11(2) 
of the Banking Regulation 
Act, 1949 

2 Amount brought m as 
start-up capital 


TOTAL 


SCHEDULE 2—RESERVES 
AND SURPLUS 

1 Statutory Reserves 
Opening Balance 
Add - Transfer from Profit 
and Loss Account 


2 Capital Reserves 
Opening Balance 
Add - Transfer from Revenue 
Reserves 


3 Revenue and Other Reserves 
Opening Balance 
Add - Transfer from Profit 
and Loss Account 


Less - Transfer to Capital 
Reserves 

— Prior Period Adjustment 


TOTAL 


As on 
March 31, 
1996 
Rupees 
in 000s 

As on 
March 31, 
1995 
Rupees 
in 000s 

800,000 

640,000 

2,000 

2,000 

2,000 

2,000 

609,343 

500,647 

105,799 

108,6% 

715,142 

609,343 

1,279,857 

879,857 

350,000 

400,000 

1,629,857 

1,279,857 

928,137 

893,353 

423,196 

434,784 

1,351,333 

1,328.137 

350,000 

400,000 

34,889 

Nil 

384,889 


966,444 

928,137 

3.311,443 

2,817,337 



SCHEDULE 3—DEPOSITS 

A I Demand Deposits 

l) From Banks 
n) From Others 

II Saving Bank Deposits 

III Term Deposits 
i) From Banks 
u) From Others 

TOTAL 

B i) Deposits of Branches 
in India 

u) Deposits of Branches 
outside India 

TOTAL 

SCHEDULE 4-BORROWINGS 

A Borrowings in India 

i) Reserve Bank of India 
u) Other Banks 

m) Other Institutions 
and Agencies 


B. Borrowings outside India 
TOTAL 

Secured borrowings in 
A and B above 

SCHEDULE 5—OTHER 
LIABILITIES AND 
PROVISIONS 

1 Bills Payable 

2 Interest Accrued 

3. Inter-Office Adjustments (net) 
4 Others (including provisions) 

TOTAL 


As on 
March 31, 
1996 
Rupees 
in 000s 

As on 
March 31, 
1995 
Rupees 
m 000s 

56,786 

3,670,011 

28,622 

2,514,764 

994,871 

1,397,898 

431,953 
14,117,167 

617,244 

17,075,372 

19,270,788 

21,633,900 

19,270,788 

21,633,900 

Nil 

Nil 

19,270,788 

21,633,900 



2,033,431 

6,354,500 

4,832,400 


13,220,331 

196,629 


13,416,960 


Nil 


1,086,635 

273,551 


1.360.186 


601,848 

218.808 

Nil 

1,618,865 

646,946 

221,751 

479,582 

661.809 

2,439,521 

2,010,088 
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6) Bank off America 

BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING-PART OF BALANCE SHEET AS ON MARCH 31, 1996 


As on 
March 31, 
1996 
Rupees 
in 000s 

As on 
March 31, 
1995 
Rupees 
in 000s 


As on 
March 31, 
1996 
Rupees 
in 000s 

As on 
March 31, 

1995 
Rupees 
in 000s 

SCHEDULE 6—CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

1. Cash in hand (including 
foreign currency notes) 

46,528 

26,057 

SCHEDULE 9—ADVANCES 

A. 1. Bills purchased and 
discounted 

2. Cash Credits, 

Overdrafts and Loans 
repayable on demand 

3. Term loans 

1,926.006 

12,573,289 
6,611,998 

1,940,620 

11,748,142 

2,035,649 

2. Balances with Reserve 

Bank of India 

a) In Current Accounts 

b) In Other Accounts 

4,730,939 

Nil 

2,472,190 

Nil 

4. Less: Bills Rediscounted 

21,111,293 

900,000 

15.724,411 

960,786 

TOTAL 

20,211,293 

14,763,625 

TOTAL 

4,777,467 

2,498,247 

B. 1. Secured by tangible 
assets 

12,217,715 

69,672 

8,823.906 

21.111.293 
900,000 

20.211.293 

9,696,593 

1,334,725 

4,693,093 

15,724,411 

960,786 

14,763,625 

SCHEDULE 7—BALANCES 
WITH BANKS AND MONEY 

AT CALL AND SHORT NOTICE 

I. IN INDIA 

i) Balances with Banks 
a) in Cunent Accounts 

76,121 

51,372 

2. Covered by Bank/ 
Government Guarantees 

3. Unsecured 

4. Less: Bills Rediscounted 

TOTAL 

b) in Other Deposit 
Accounts 

ii) Money at Call and 

Short Notice 

a) with Banks 

b) jptirrffckier Institutions 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

C. I. Advances in India 

1. Priority Sector 

2. Public Sector 

3. Banks 

4. Others 

4,472,014 

277,520 

Nil 

16,361,759 

958,607 

345,122 

24,388 

14,396,294 

Less: Bills Rediscounted 

21,111,293 

900,000 

15,724,411 

960.786 


76,121 

51,372 


20,211,293 

14,763,625 

' n. OUTSIDE INDIA 


■ 

II. Advances outside India 

Nil 

Nil 

i) in Cunrent Accounts 

ii) in Other Deposit Accounts 
Hi) Money at Call and 

Short Notice 

6,291 

Nil 


TOTAL 

20,211,293 

14,763,625* 

Nil 


SCHEDULE IB-FIXED 
ASSETS 




6,291 


I. Premises 

Cost as at April 1, 1995 

83,715 

83,715 

TOTAL I A II 

82,412 

53,432 

Additions during the year 
Revaluation during the year 

Deductions during the year 

Nil 

Nil 

Nil 

Nil 

SCHEDULE 8— INVESTMENTS 



83,715 

Nil 

83,715 

Nil 

I. Investments in India 

1. Government Securities 

2. Shares 

3. Debentures and Bonds 

4. Others 

II. Investments outside India 

6,918,976 

600 

521,372 

49,831 

Nil 

6,033,383 

600 

1,972.306 

123,806 

Nil 

Accumulated depreciation 
to date 

83,715 

15,695 

83,715 

11,534 

Capital works in progress 

68,020 

102,838 

72,181 

27,055 

TOTAL I A II 

7,490,779 

8,130,095 


170,858 

99,236 
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BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 


111 Bank of America 

(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF BALANCE SHEET AS ON MARCH 31, 1996 


As on 

As on 


As on 

As on 


March 31, 

March 3], 


March 31, 

March 31, 


1996 

1995 


1996 

1995 


Rupees 

Rupees 


Rupees 

Rupees 


in 000s 

in 000s 



in 000s 

11. Other Fixed Assets 



SCHEDULE 12—CONTINGENT 



Cost as at April 1, 1995 

539,955 

531,437 

LIABILITIES 



Additions during the year 

66,381 

57,063 





606,336 

588,500 

1. Liability on account of 



Deductions during the year 

20,898 

48,545 

outstanding forward 




585,438 

539,955 

exchange contracts 

103.417,180 

142,937,055 

Accumulated depreciation 





to date 

364,625 

304,704 

2. Guarantees given on behalf 




220,813 

235,251 

of constituents 



Assets under installation 

4,374 

3,810 





-- 

— 

a) in India 

6,608,619 

1,663,956 


225,187 

239,061 

b) outside India 

Nil 

Nil 

TOTAL I & II 

396,045 

338,297 

3. Acceptances, endorsements 





™ ’ 



SCHEDULE 11—OTHER 
ASSETS 



and other obligations 

10,348,468 

5,195,606 

1. Interest Accrued 

400,145 

368,739 

4. Other items for which 



2. Inter-Office Adjustments (net) 

2,319,081 

Nil 

the Bank is contingently 



3. Tax paid (net of liability) 

597,727 

481,538 

liable 

860,537 

676,011 

4 Stationery and Stamps 

2,802 

2,890 

5. Others 

2,162,961 

1,186,648 




TOTAL 

BH?fjffl 

2,039,815 

TOTAL 

121,234,804 

150,472,628 





kHBBBBBMnSl 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 



THE YEAR ENDED MARCH 31, 1996 




Year Ended 

Year Ended 


Year Ended 

Year Ended 


March 31, 

March 31, 


March 31. 

March 31, 


1996 

1995 


1996 

1995 


Rupees 

Rupees 


Rupees 

Rupees 


in 000s 

in 000s 


in 000s 

in 000s 

SCHEDULE 13—INTEREST 



3. Profit on sale of land, 



EARNED 



buildings and other assets 

2,550 

13,060 

1. Interest/discount on 
advances/bills 

2. Income on investments 

3. Interest on balances with 
Reserve Bank of India and 

2.800.955 

920,242 

1.835,877 

979,478 

4. Profit on exchange 
transactions 

5. Miscellaneous Income 

398,392 

47,625 


105,410 

78,680 

38,490 

16,330 

TOTAL 

735,132 

562,751 

other inter-bank funds 

4. Others 

SCHEDULE 15—INTEREST 
EXPENDED 



TOTAL 

3.905.287 

2,870,175 

1. Interest on deposits 

1,617,001 

1,062,698 




SCHEDULE 14—OTHER 

1 


2. Interest on Reserve Bank 



INCOME 

1. Commission, exchange and 

■ 


of Indiartnter-bank 
borrowings 

929,769 

346,547 

■■ 


3. Others 

1,490 

78,253 

brokerage 


204,978 




2. Profit on sale of investments 

mm 

143,628 

TOTAL 

2,548,260 

1,487,498 
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Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED MARCH 31 . 1996 


Year Ended Year Ended 
March 31, March 31, 
1996 1995 

Rupees Rupees 

in 000s in 000s 




SCHEDULE 16—OPERATING 

EXPENSES 

1. Payments to and provisions 
for employees 

2. Rent, taxes and lighting 

3. Printing and stationery 

4. Advertisement and 
publicity 

5. Depreciation on Bank's 
property 


224,880 

170,697 

28,073 


80,080 



6. Directors' fees, allowances 
and expenses 

7. Auditors' fees and expenses 

8. Law charges 

9. Postages, Telegrams, 
Telephones, etc 

10. Repairs and maintenance 

11. Insurance 

12. Other expenditure 

TOTAL 


Year Ended 
March 31, 
19% 
Rupees 
in 000s 

Year Ended 
March 31, 
1995 
Rupees 
in 000s 

69 

25 

1,970 

553 

3.372 

842 

46,875 

55,484 

43,230 

41,001 

1,364 

1,153 

285,925 

100,770 

898,284 

655,121 

“ 

. - 


SCHEDULE 17—NOTES TO ACCOUNTS 

. ACCOUNTING POLICIES 

a) Accounting Conventions 

The Financial Statements are drawn up in accordance with historical cost convention on accrual basis except in case of commission 
on guarantees & letters of credit, income on non-performing assets and payments under the Early Voluntary Retirement Scheme 
of 1988 (refer Note 3), which are accounted on cash basis. 

b) Foreign Currencies 

Assets and Liabilities in foreign currencies, except for non resident deposits in FCNR(A) Accounts, are translated into Indian 
Rupees at rates current at Balance Sheet date as prescribed by FEDA1. The net exchange difference arising thereon is charged 
or credited to Profit and Loss Account as prescribed by the RBI, though not in conformity with Accounting Standard 11 issued 
by the Institute of Chartered Accountants of India. 

c) Investments 

Investment (Permanent) Securities are valued at cost plus discount, if any, accreted till date. Trading (Current) Securities are 
valued at lower of cost and market value. In case where market quotes are not available, trading securities are carried at cost 
or valued at RBI prescribed "yield to maturity" basis, whichever is lower. Treasury Bills and Zero Coupon Bonds are valued 
at carrying cost. 

d) Fixed Assets 

Fixed Assets, other than Premises (refer Note 2), are stated at cost less accumulated depreciation. Depreciation is charged on 
the straight line method, at rates higher than those prescribed in Schedule XIV of the Companies Act, 1956, as per the global 
policy of the Bank. 

e) Advances 

Advances are suited net of provision for doubtful advances and have been made to the satisfaction of the auditors in accordance 
with the norms prescribed by the RBI. 

0 Staff Benefits 

The annual contribution to the approved gratuity fund is determined at the year end on actuarial basis and charged to the Profit 
and Loss Account, 
g) Profit and Loss Account 

Profit for the year is arrived at after charging bad debts written off in respect of loss assets, adjustments on valuation of current 
investments at lower of cost and market value and other usual or necessary provisions. 

. Premises include Rs. 78.437,153 on account of revaluation made on March 10, 1993. 

. The liability pertaining to employees who retired under the Bank's Early Voluntary Retirement Scheme of 1988 is being accounted 
for as and when it falls due under the Scheme. The liability under the Scheme as on March 31, 1996 as actuarially determined 
is Rs. 4,922,000. 
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Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED MARCH 31, 1996 


4 Investments include: 

a) Bonds valued at Rs 67 67 million (face value R& 71 35 million) which were misplaced in transit Necessary action m terms 
of lodging FIRs with the Police and notifying the issuers of the bonds has been taken The Bank continues to hold valid legal 
title to the bonds as their registered owner 

b) Bonds valued at Rs 182 72 million (face value Rs 220 million) currently registered in the name of a third party which has 

been notified under Section 3(1) of the Special Court (Trial of Offences Relating to Transactions in Securities) Act, 1992 

5 The Custodian/Notified Person under the Special Court (Trial of Offences Relating to Transactions in Securities) Act. 1992 have 
made claims for 

a) amounts aggregating to Rs 710 million (face value) for delivery of umts/bonds alongwith consequential gains thereon 

b) amounts aggregating to Rs 514 million for alleged sale of umts/bonds alongwith consequential gains thereon 

The Rank has disputed the claims and has been legally advised that they are not tenable 

6 The ratio of capital funds to risk-weighted assets of the Bank as at March 31,1996 is 8 70% 

7 Previous year figures have been regrouped and reclassified wherever necessary 

As per our report of even date 
BORKAR & MUZUMDAR 
CHARTERED ACCOUNTANTS 

Sd/- Sd/- 

AMBI VENKATESWARAN DILIP M MUZUMDAR 

CHIEF EXECUTIVE OFFICER PARTNER 

MUMBAI June 19, 19% 


AUDITORS’ REPORT 

Wc have audited the attached Balance Sheet of Indian branches of Bank of America NT and SA as on March 31. 1996 and also 
the Profit and Loss Account of the Indian branches of the Bank foi the year ended on that date 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of Sub-Section (I), 
(2) and (5) of Section 211 and Sub-Seuion (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and Profit and Loss 
Account, together with notes thereon, are not required to be and hence are not drawn up in accordance with Schedule VI to the Companies 
Act, 1956 The accounts are, therefore, drawn up in conformity with Forms A and B of the Third Schedule to the Banking Regulation 
Act, 1949 

We report that 

(a) We have obtained all the information and explanations which to the beat of our knowledge and belief were necessary tor the purpose 
of our audit, and have found them to be satisfactory 

(b) The transactions which have come to our notice have been in our opinion within the powers of the Bank 

(c) in our opinion, proper books of account as required by law have been kept by the Bank so far as appears fiom our examination 
of those books 

(d) The Balance Sheet and Profit and Loss Account of the Indian branches of the Bank dealt with by this report are m agreement 
with the books of account 

(e) Reference is invited to Notes in Schedule 17 regarding investments (Note 4), and claims made by Custodian/Notified Person under 
Special Court (Trial of Offences relating to Transactions in Securities) Act, 1992 (Note 5) 

Subject to the above, in our opinion, and to the best of our information and according to the explanations given to us, the said 
accounts read with other notes thereon give the information required by the Companies Act, 1956, in the manner so required for 
Banking Companies, and on such basis the said Balance Sheet gives a true and fair view of the state of affairs of the Indian 
Branches ol the Bank as on March 31, 1996 arid the Profit and Loss Account gives a true and fair view of the Profit of the Indian 
Branches for the year ended on that date 


MUMBAI: June 19, 1996 


For BORKAR & MUZUMDAR 
CHARTERED ACCOUNTANTS 

Sd/- 

DILIP M MUZUMDAR 
PARTNER 
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COMMENTARY 


NEW DELHI 

UF Government Emerging in 
True Colours 

BM 

That he is heading a minority government supported by a United Front 
composed of 13 disparate parties has not inhibited prime minister Deve 
Gowda either in his style of functioning or in his pursuit of his 
personal-political agenda . He is striving to put together a highly 
centralised system of governance with little transparency or 
accountability . He has also made clear his overriding commitment to 
the policy prescriptions of the IMF/World Bank/WTO . 


THE government at the centre has under¬ 
gone a dramatic change. But continuity of 
policies and style of governance is its 
commitment. Deve Gowda has moved fast 
to emphasise this position. His responses 
and actions are indeed remarkable for their 
imitative quality and essential purpose. He 
actually seems to be anxious to make a 
headstart from the position his predecessor, 
Narasimha Rao, had to vacate. He is even 
being somewhat reckless in his effort to 
establish his supremacy at the head of the 
government and to arrogate to himself special 
prerogatives in political management, 
running of the administration and public 
relations. The daily Janata ‘durbar', a time- 
honoured practice with our ‘elected rulers', 
and the invitation to MPs to have direct 
access to him have been given special 
importance by him. But he will not brook 
any dissent either. The motivation and 
manner of the expulsion of Ramakrishna 
Hegde from the Janata Dal has been widely 
noted. The dropping of a news telecast by 
Doordarshan in deference to the PM’s 
sensibilities too is not something novel. The 
assembly of chosen bureaucrats to run the 
prime minister* s office and search for suitable 
senior bureaucrats to head government 
departments is claimed without ado as a 
legitimate prerogative of the prime minister. 
Combine all tins hectic activity with the loud 
assurances of continuity in economic policy 
and foreign policy and the picture becomes 
clear. Change has been only formal and 
continuity is portentous. 

At the head of a minority government of 
113d^sparate parties propped up by seemingly 
^formidable but actually unreliable ‘outside* 
support has not inhibited Deve Gowda, either 
in his style of functioning or pursuit of his 


personal-political ambitions. He is striving 
to put together a highly centralised system 
of governance a la Narasimha Rao with little 
transparency or accountability. How often 
and how soon clashes will erupt within his 
support base in parliament and among the 
united front parties and how he will deal 
with them is not possible to predict. But the 
signals are already disquieting. 

What is glaring is that Deve Gowda at the 
head of the coalition government has 
accepted the policy prescriptions of the IMF/ 
World Bank/WTO as his overriding com¬ 
mitments. Nobody, no political party or 
person, will be allowed to question his 
interpretation of the common minimum 
programme of the UF on this basis. There 
has been for some time much anxiety in 
interestedquarters, in Indiaand abroad, about 
the slow down of the implementation of the 
economic reforms programme by the Rao 
government because of political constraints. 
The Deve Gowda government is now ex¬ 
pected to allay these apprehensions and 
rectify the position. Stress is laid, in parti¬ 
cular, on the spread of the reforms to the 
farm sector which is supposed to have 
remained untouched by the Rao government. 
Gowda is credited with the commitment to 
carry the reforms to the rural sector. His 
record in Karnataka in this respect is highly 
regarded by IMF/World Bank circles. The 
pushing of land reforms in reverse is a big 
point for them in his favour. 

It may not be amiss to recall that the IMF 
had made public some of its policy priorities 
for India before the election to the Lok 
Sabha. The Rao government was committed 
to following them on its return to power 
which, however, has not happened. The 
Deve Gowda government is now willing to 


implement them. The IMF had called for the 
elimination of “licensing requirements" for 
trade and storage and phasing out of the 
“public sector procurement, abolition of the 
remaining controls on imports and exports 
of many agricultural items and the licensing 
of agro-processing industries'*. In addition, 
removal of ceiling on ownership and free 
sale of agricultural land* was urged. Deve 
Gowda can be confidently relied upon to 
implement these policy prescriptions and 
steps in this direction are expected to be 
immediately taken. 

Removal of all restrictions on production 
and supply, including free import, of 
consumer goods is also proposed by the 
IMF/World Bank combine. Side by side, 
ending of the reservation of items for small- 
scale industry and hire and fire system for 
labour are an important part of the economic 
policy agenda for the new government. These 
‘reforms' are to be combined with drastic 
reduction of the government's fiscal deficit 
to enlarge the flow of domestic savings to 
the private sector and steps to boost profit¬ 
ability and assure the security of foreign 
private investment. All this has been 
proclaimed as the priority agenda of the 
Deve Gowda government. The commitment 
to the WTO has also been reiterated 
vehemently. The amendment to the Patents 
Act, as desired by WTO, which has been 
stalled in the Rajya Sabha because of the 
opposition of the parties which now form 
the United Front, has been put back on the 
agenda unequivocally. 

Deve Gowda chose to assume a smug 
posture in the debate in the Lok Sabha on 
the motion of confidence. He talked of a 
time-bound programme for supply of 
drinking water, poverty alleviation, health 
care and housing. The casual dismissal of 
the question of mobilisation of resources, 
material and financial, for this purpose 
emphasised his cavalier approach. His 
vaunted proficiency in running the ad¬ 
ministration, albeit briefly, in Karnataka 
showed the reliance he will be placing on 
the administrative machinery to make good 
his lavish promises, though it is well known 
that only a small fraction of public funds 
allocated for these schemes actually reaches 
the intended beneficiaries and the rest 
pocketed by the corrupt bureaucracy and the 
entrenched vested interests in the economic 
and social structure. Even as the populist 
promises will not fructify, the IMF agenda 
for the Indian economy will surely be 
vigorously pursued. 

The snags in the way of the poverty 
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illevititon pregremme and expansion of 
social services for the moss of the people 
are well known and are likely to become 
more stark in the implementation of the 
'two-track* policies projected by Deve 
Gowda. The UF government may make 
promises to increase the financial alloca¬ 
tions for rural development, social services 
and welfare schemes for the poor. But 
increase in budgetary allocations from an 
already heavily deficit revenue budget is a 
promise likely to be broken even as special 
fiscal and other measures for attracting 
foreign capital and concessions and exemp¬ 
tions in respect of direct taxes on personal 
and corporate incomes and wealth will 
remain in place and even be further en¬ 
larged. Indirect taxes, especially customs 
duties, on commodities of elitist interest too 
will be moderated further under pressure of 
the World Trade Organisation. 

It is remarkable that the left parties have 
allowed themselves to be pushed so far. 
They seem to have lost the will and ability 
to intervene and uphold their commitments 
on social and economic policy issues. Their 
MPs sang hosannas for the common 
mintmum programme duiing the debate on 
the motion of confidence in Lok Sabha. 
They applauded Deve Gowda and his 
populist promises. They did not voice any 
reservation at all, not even on the emphatic 


commitment to enlarge the role of foreign 
capital in India's economic development. 
They arebbviously so scared of theBJP that 
they have compromised their policy 
commitments to the people and their 
ideological positions. Chattumarain Misra 
of CPI, who is an aspirant for a berth as a 
minister in the government, went so far as 
to argue that the united front against the BJP 
threat was like a united front of the people 
against foreign invasion. He was not 
concerned about the threat of neo-colonial 
domination looming large. The Central 
Committee of the CPI(M) had ruled out 
joining the UF government for valid 
political-ideological reasons. But the leader 
of the party in Lok Sabha, Somnath 
Chatterjee, declared that prime minister 
Deve Gowda would lead the country to 
economic progress and social justice. If this 
reflects the position of the left parties, then 
the fight to safeguard the interests of the 
working people has been lost even before 
it is properly joined. Have the left parties 
been so enfeebled by being drawn into the 
mainstream of parliamentary politics as to 
lose their elan and role as organisers of the 
struggles of the working people? But the 
working people are bound to rally and 
push the left patties to respond positively 
to their needs and also seek other forms 
and political parties to articulate their 


aspirations and provide leadership to their 
struggles. 

Indian politics has been thrown intoa state 
of flux in more ways than one. Not only has 
the Rao-led Congress Party been thrown 
into disarray but other parties and com¬ 
binations of parties, including the left parties, 
are facing uncertainties, largely because of 
the restiveness of their own ranks. The Rao 
government which rode the high horse of 
liberalisation-globalisation soon ran into 
political-electoral opposition of the popular 
masses. Matters came to a head on the eve 
of the general election. Deve Gowda has 
begun his innings with populist promises 
even as thecrusade against corruption which 
was the major election plank of the UF 
parties has lost its appeal for him. Popular 
perception of the policies and performance 
of any government is important. Its im¬ 
portance for a coalition government such as 
the one Deve Gowda is heading is bound 
to be overwhelming. The conduct and 
performance of the Deve Gowda government 
will be watched very closely by the people 
and its undemocratic proclivities will come 
up against a rising tide of popular opposition. 
Those, among them left party leaders, who 
believe that there is no alternative to a full 
term for the Gowda government because no 
party or MP wants another election are being 
short-sighted or cynical. 



JAWAHARLAL NEHRU UNIVERSITY 

RAJIV GANDHI CHAIR IN PEACE AND DISARMAMENT 


The Jawaharlal Nehru University is looking for an eminent scholar with high degree of 
scholastic standing in the area of Peace and Disarmament to occupy prestigious "Rajiv 
Gandhi Chair" for studies in peace and Disarmament instituted by the Ministry of Human 
Resource Development (Govt, of India) in the memory of late Prime Minister - Shri Rajiv 
Gandhi. 

The Chair, in addition to the salary of a professor, carries certain unique financial benefits 
and other perks. 

The bio-data (in duplicate) with complete details should be mailed to the office of the 
coordinator (Evl.), Jawaharlal Nehru University, New Delhi -67, on or before July 15,1996. 

4 

Further details in this context could be had from Fax Nos.: 91-11-6198234,6165886 and/ 
or Telephone Nos. 6172241 —__ 
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Reforming Pension Systems 
An Idea whose Time Has Come? 


Gita Bhatt 


The challenge before the government is to design a pension system 
which will be both a safety net and an instrument of growth . A 
combination of a publicly managed system providing subsistence 
benefits and fimded private pensions may be more equitable while also 
enhancing growth The examples of Chile and Singapore are instructive 
in this regard. 


POLITICIANS are worried because popula¬ 
tions almost everywhere are getting older 
faster. And so they should be. In the industrial 
countries, rising budgetary costs of social- 
benefit programmes for the elderly have been 
the driving force behind governments' 
unsustainable fiscal positions. And in most 
developing countries, where looking after 
the old has traditionally been a family affair, 
governments wonder what kinds of pension 
systems will be needed as these societies age 
and develop. 

The basic objectives of all pension systems 
is fairly straightforward - to provide income 
security to persons in their old age and to 
provide a compulsory saving mechanism. 
Achieving these objectives, however, raises 
several complex political, social, economic, 
regulatory, and financial issues. These issues 
are all the more significant since pension 
systems affect almost the entire population 
and have far-reaching policy implications. 

Debate about pension reform is technical, 
even incomprehensible. Yet the underlying 
problem is painfully simple. Until now, in 
countries with pension systems, state pensions 
funded onapay-as-you-go basis out of current 
taxation have been the dominant source of 
retirement income. Funding pensions in this 
way means, in effect, that taxes paid by the 
present generation of workers are used to pay 
the pensions of the previous generation of 
workers. But with the ratio of old people to 
workers nsing inexorably in most countries, 
future taxpayers will have to shoulder an 
excessive and disproportionate burden, while 
also increasing the fiscal woes of 
governments. According to the OECD, the 
present value of net future pension liabilities 
amounts to 200 per cent of GDP in Japan 
and 160 per cent in Germany, compared with 
a more manageable 43 per cent in the US. 

In industrial countries, pay-as-you-go 
pension schemes have been undermined not 
only by demographic changes; other culprits 
are the rise of structural unemployment, slow 
down in productivity, rising inflation, overly 
generous benefits (including easy access to 
disability retirement), and policy errors such 
as attempts to reduce unemployment by 
encouraging early retirement. This, combined 
with surging health care costs, has increased 
substantially the cost of public benefits for 
the aged. 

To an important extent, these increases in 
costs were not anticipated. Such misper¬ 


ceptions of longer term costs of systems of 
public benefits for the aged have been abetted 
by financing of many of these systems on 
a pure pay-as-you-go basis. And since a 
general sense of 'entitlement* to receive social 
benefits has become entrenched in these 
countries, it is proving very difficult 
politically to scale back these benefits. 

In developing countries like India, pension 
arrangements are still rudimentary. Only 
central and state government employees are 
covered by 100 per cent state-funded pension 
schemes. And, although serving a small 
percentage of the population, expenditures 
have been quite high, averaging 6 per cent 
of the combined central and state tax revenue 
for the last six years. 

Salaried employees in the formal sector 
are covered by the Public Provident Fund, 
whereby pensions reflect accumulated 
contributions that are invested by the central 
provident fund administration, usually in 
government securities. Some private sector 
companies, in addition to the provident fund, 
offer an internal pension fund with 
contributions from employer and employees 
administered by a trust. 

In 1995 the government introduced a new 
Employees Pension Scheme to replace part 
of the Provident Fund programme. This 
scheme pays an earnings related defined 
contribution, guaranteeing a minimum 
pension for all and return of contribution. 
Higher pension is given for longer service; 
workers who change jobs are penalised. But 
still, the vast majority in the unorganised 
sector or the self-employed are not covered 
by this scheme, relying instead on their own 
savings, the extended family and community 
support during retirement. 

As indicated above, provident funds in 
India are required to be invested in 
government securities, usually yielding low 
returns for the pension funds. Pension 
contribution then become a source of captive 
financing for the government budget. Often 
such arrangements encourage governments 
to spend more than they otherwise would and 
in unproductive ways. Further, by giving the 
government control over a major share of the 
financial assets (about 17 per cent of gross 
domestic savings in financial assets), they 
prevent the private sector access to these 
funds and thereby inhibit growth. As a result, 
greater calls are being made for shifting 
pension funds from government securities to 


mutual foods and otfrer 
for higher returns. 

As development proceeds, India will 
certainly need to consider alternative 
arrangements to supplement existing basic 
social security. As life expectancy rises mid 
birth rates fall, there will be higher ratios of 
aged to total populations sometime in the 
next century. Further, support systems like 
the extended family and other informal 
systems will tend to erode with pressures of 
urbanisation, industrialisation, and increased 
mobility. Surprisingly, not much thought 
has been given to these issues. 

The challenge for India, therefore, will be 
to design a pension system in such a way 
as to be both a social safety net and an instru¬ 
ment of growth. Indeed, India can avoid the 
mistakes and miscalculations that have 
contributed to the longer-term fiscal woes 
nowafflictingindustrial countries by develop¬ 
ing private alternatives. A combination of a 
publicly managed system providing sub¬ 
sistence benefits and ftinded private pensions 
may be more equitable, while enhancing 
growth. 

Several promising examples of private 
funded plans, most notably in Chile and 
Singapore, can serve as models for India. 
Their experience is particularly relevant 
because, even though they are high income 
countries, they instituted their policies when 
they were less advanced. Both Chile mid 
Singapore have mandatory pension schemes 

- the former managed by multiple private 
companies on a competitive basis while the 
latter by the government - with benefits 
linked to contributions. Both countries have 
built up large portfolios of assets - 35 per 
cent and 55 per cent of GDP, respectively 

- and contributed to high national saving 
rates. Moreover, at least since the early 1980s, 
both countries have experienced high rates 
of output growth. 

Chilean Example 

Chile, the first Latin American country to 
undertake a radical reform of its pension 
system, introduced a privately administered, 
defined contribution scheme in 1981. The 
public pension system was replaced because 
of widespread evasion and unsustainably 
high contribution rates and an inequitable 
benefits structure. Participants in the new 
scheme contribute a fixed proportion of their 
salary (13 percent) toa personal account plus 
a commission to the company administering 
the account The ultimate value of the pension 
is determined by the length of time workers 
contribute and the average rate of return their 
pension company earns for them. Parti¬ 
cipation in the new system is compulsory for 
workers just entering the labour force, but 
optional for self-employed persons. The 
transition involved the government issuing 
bonds to those who had contributed to the 
old system, and grossing up their salaries to 
compensate them for the loss of the old 
scheme’s employers* contribution. 

The move to this system, where workers 
can choose from a selected number of 
management companies, has resulted in much 
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high* rates of return to wotkm Hun in 

ccratitawithcenti^^ 

saving plans. This is probably because 

pension companies in Chile have now been 

allowed to invest - within a permissible limit 

- in corporate equity and overseas security. 

The government still pays a social 
assistance benefit of 12 percent of theaverage 
wage to old people not covered by the 
mandatory saving plan. For workers who 
have contributed to the mandatory saving 
plan for at least 20 years, the state guarantees 
a minimum pension of about 20-25 per cent 
of average wage. Further, a minimum 
profitability rate is guaranteed for each 
pension fund relative to the average for the 
country. Any shortfall in rate of return is 
coveted first through the profitability reserve, 
then through the investment reserves of the 
private pension companies, and finally by 
the state. 

The Chilean example is particularly 
interesting because it suggests that the move 
from an unfunded, defined benefit pension 
plan to a funded defined contribution plan 
can be implemented successfully, contri¬ 
buting to the development of financial 
markets. Further, to the extent that the 
contribution to the new system is perceived 
as forced saving (contributions are deductible 
for income tax, as is current investment 
income from the funds), rather than a tax, 
it may have helped reduce labour costs and 
thus promote employment. 

Singapore's Experience 

Singapore's Central Provident Fund has 
attracted considerable interest because of its 
low administrative costs and self-sustaining 
financing. Employers and workers make 
mandatory contributions to the fund, which 
invests in domestic and foreign assets. The 
government makes no contribution except as 
an employer and the programme pursues no 
redistributive objectives. The combined 
contribution rates for employer and employee 
is currently as high as 40 per cent of wages 
(20 per cent each). Designed initially as a 
retirement programme, the Fund has since 
evolved substantially to meet additional 
needs. The programme has relaxed its criteria 
for pre-retirement withdrawals - first for 
housing and now for an increasingly broad 
array of financial, real and human capital 
investments. Currently, contributors can 
withdraw their balances at the age of 55 but 
must leave a minimum amount ($ 9,200) for 
medical expenses and to ensure retirees retain 
sufficient income for basic subsistence. 

About 90 per cent of fund assets are 
channelled into low-yielding, but safe, 
government securities with an average rate 
of return of about 5 per cent since 1980. The 
proceeds of these issues are invested in 
external financial and real assets by the 
government of Singapore Investment 
Corporation, and the returns go to the 
government, not to the provident funds. 

Although the government does not provide 
a guaranteed minimum pension, it provides 
modest benefits (12 per cent of average wage) 
topoor people, widows, and orphans through 


asocial assistance programme financed from 
general revenues,andit sets the rate of return 
to its provident fund. 

As part of Singapore’s broader effort at 
encouraging saving and investment, 
contributions are untaxed at entry, and neither 
contributions nor interest is taxed at 
withdrawal. Singapore’s saving rate is thus 
very high-in excess of 40 percent. Evidence 
indicates that the programme did initially 
catalyse Singapore’s high saving rate and 
has thuscontributcd to high investment levels 
in Singapore and rates of growth consistently 
above 5 per cent per year over the past two 
decades. 

Although pension reform is closely linked 
to a country’s social and economic circum¬ 
stances, so that a single blueprint cannot be 
applied in all cases, the World Bank in its 
1994 report 'Averting the Old Age Crisis* 
uses a ‘three pillar' approach that seems to 
be a useful reference point. The three pillars, 
or components, are: 

- A basic, publicly managed mandatory 
pension scheme, which could be means- 
tested (i e. pays benefits for the poor of all 
ages), at a flat rate (i e, gives to everyone 
of pensionable age, regardless of prior work 
or contribution records), and funded out of 
general revenues. 

- A privately managed savings or 
occupational pension scheme, linking benefits 
to contributions and fully funded. 

- Voluntary personal savings schemes for 
those who want more savings and larger 
pensions. 


A system based on all three pillars would 
have several benefits. First a publicly 
managed pension would have the limited 
objective of alleviating old age poverty and 
providing retirees with insurance against a 
multitude of risks. 

Second, fully funded and competitively 
managed pension schemes would boost long¬ 
term savings, deepen capital markets and 
avoid possible pressures for excessive 
government spending. Further, the strong 
links between contributions and benefits, 
would reduce effective tax rates, evasion, 
and labour market distortions. 

Finally, a mix of public and private 
management and the ability to invest in a 
wide variety of securities - public, private, 
debt, equity - would allow for greater 
diversification of risk. 

For India, policy-makers now, whose 
decisions will help determine the shape of 
pension systems half a century hence, need 
to take a fresh view and start on giechanisms 
forgrealerfundingfor future pension benefits. 
The task, therefore, is to keep public plans 
modest and simple, while developing the 
human capital, financial markets, and 
regulatory capacities that will allow for 
privately managed pension plans so that 
reserves can be built up to provide for the 
future aging population. The idea is to share 
responsibility between private and public 
sources for saving and redistribution. 
Agreeing on sensible ground rules now will 
make it less likely for an old age crisis to 
emerge in the future. 
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ANDHRA PRADESH 

People’s Action to Protect Water Sources 

M Channa Basavaiah 


The case of Gopi Cheruvu shows that the determination of people to 
protect water bodies in their vicinity can be a step towards framing 
policies against land-grabbing real estate agents . 


HYDERABAD has been facing acute water 
shortage for the last decade. An important 
reason for this has been the disappearance 
of nearly a hundred lakes in different parts 
of the city within a span of three decades. 
This disappearance of lakes occurred not 
due to any natural causes but due to process 
of distorted urbanisation after the formation 
of united Andhra Pradesh in 1956, a process 
over which the hold of real-estate business- 
politician-state nexus, was underscored. The 
process continues even today in the sub¬ 
urban areas with the expansion ot Hyderabad 
as a mega-city. 

Historically, many lakes, tanks, cheruvus , 
large and small, have for centuries played 
a central role in the economy and culture 
of the region, protecting local environment 
and ecology. Though the process of 
destruction ot lakes can be located in the 
larger arena of internal colonisation of 
Tclangana region - the models of develop¬ 
ment and urbanisation adopted in the post¬ 
formation period of Andhra Pradesh - the 
specific reasons are lack of proper legislative 
and policy measures and more particularly, 
the local people’s awareness to articulate the 
issues. These in turn are being taken 
advantage of by the real estate - politician- 
state nexus to further their own interest. 
Having stated the larger context of dis¬ 
appearances of lakes in Hyderabad, it would 
be pertinent to analyse more specific issues 
of legislative and policy measures and 
people’s actions to prevent destruction of 
lakes through a study on Gopi Cheruvu, 
located in Sen Lingampally village and 
mandal of Ranga Reddy district which forms 
part of the proposed mega city of Hyderabad. 

The protection of environment is accorded 
an important priority through the 42nd 
constitutional amendment to the Directive 
Principles of State Policy (Article 48A), and 
Fundamental Duties (Article 57A (g)) in 
1976. Article 57A(g) states, "it shall he the 
duty of every citizen of India to protect and 
improve the natural environment including 
torcsts. lakes, rivers and wildlife and to have 
compassion lor living creatures” But, the 
logic ol development and urbanisation 
policies pursued are such that environmental 
protection is not only saenficcd for pnvate 
greed but in fact those citizens who were 
performing then constitutional duty by 
agitating to "protect and improve the natural 
environment” were subjected to tremendous 
harassment and hardship. This scenario 
which has got built up over the last two 
decades or so is characterised by a tragic 
patadox; that is, on theonetiand, we witness 


a senes of legislation purportedly enacted 
with an environmental concern - for instance, 
water (prevention and control of pollution) 
act, 1974; air pollution (prevention and 
control) act, 1981; the environment 
(protection) act, 1986, etc, - on the other 
hand, there have been notorious instances 
of violation of these enactments. 

In the context of Hyderabad, of late, the 
Hyderabad Urban Development Authority 
(HUDA) appears to realise the environ¬ 
mental problems of the city. In its ‘Hyderabad 
Masterplan’ (HMP) (Draft Proposals 1994) 
it has made certain policy proposals, such 
as: environmental protection shall be given 
priority over all other considerations; all 
major significant water bodies shall be 
notified within the proposed land use map 
for protection. A minimum 30 metres wide 
green belt shall be kept free from construction 
around all water bodies besides building 
larger recreational belts around major lakes; 
all water bodies shall be recognised as 
potential sources of future water supply, 
domestic and non-domestic; for large hous¬ 
ing and other projects costing more than 
lOcrore or covering land more than five 
hectares, an environmental impact assess¬ 
ment (EIA) may be made compulsory; 
punishment tor misuse of public amenity 
reservation shall be made stringent, and, 
besides major lakes and hundreds of the 
other water bodies which arc already listed 
for conservation, it is also proposed to make 
special regulations for the protection of rock 
formations in different parts of the metro 
area. 

All these mentioned constitutional pro¬ 
visions, various environmental acts and the 
HUDA proposals can work as broad guide¬ 
lines. More specific legislative and policy 
measures are essential to protect the lakes 
of mcgacity area. This apart, there is a need 
for people’s awareness and action in the 
areas affected, this alone can push the agenda 
for legislative and policy measures and 
ultimately succeed in protecting lakes. If one 
looks at the process of destruction of various 
lakes within the city of Hyderabad, a certain 
pattern is clear. The process begins with 
capturing of catchment areas by land¬ 
grabbing groups (combination of local 
goondas and politicians) or real-estate 
business (which some times takes help of 
land-grabbing group, depending on the areas 
and situation) either illegally or legally’. 
Then the conversion of catchment area into 
residential colonies begins which results in 
hampering the flow of water from streams 
that converge on the lake. The lake faces its 


‘natural' death. However, this is not an easy 
process. It Involves a great amount of risk 
in handling competing groups and obtaining 
necessary permission requi red from the state 
agencies, although loopholes in existing 
laws, or lack of laws helps the process with¬ 
out many difficulties. 

To state someof the aspects of lack of laws 
or policies to protect the lakes the following 
can be said. Only the actual area of the lake 
constitutes the common property resource. 
The far-away/distant catchment area lands 
and also the ‘shikams’ - the immediate/ 
nearby catchment area where the land is 
irrigated in summer, come under private 
property as both are ‘putta’ lands. As long 
as these areas remain agricultural lands there 
would not be any threat to the survival of 
the lake. The problem arises once these lands 
are converted into residential or other 
constructions. Once the urbanisation process 
is on its move to expand further, the private 
owners of catchment area lands sell their 
lands on their own or they can be pressurised 
by all means by the real-estate barons to sell 
the lands. There is no legal mechanism to 
stop selling catchment area lands or to 
conversion of these lands into residential 
and other complexes. To arrest this process 
of conversion of catchment areas into real- 
estate business, the state should undertake 
necessary legal and concrete policy measures. 
To explore these aspects the possibilities 
could be: the state can bring legislation on 
the non-conversion of catchment areas of 
lakes into real-estate construction purposes. 
The measures should also take care of private 
property rights in this respect. In the event 
of owner(s) of the catchment area lands 
wish(es) to stop practising agriculture, the 
owner(s) can be allowed to sell the land to 
other individual(s) provided the new own¬ 
ers) continue cultivation in the catchment 
area lands. Otherwise, the state should buy 
the catchment area lands from the owner(s) 
and use it for green belt development or any 
such purposes. Prior to the initiation of these 
legal and policy measures, the state should 
conduct a survey of the existing lakes around 
the city and all of them should be notified 
for protection. These measures with political 
will on the part of the state and people’s 
awareness and action can save the lakes of 
the megacity area. The following case study 
on Gopi Cheruvu reveals all these aspects, 
so far discussed. 

Gopi Cheruvu 

Gopi Cheruvu, located in Seri Lingam¬ 
pally village and mandal of Ranga Reddy 
District forms part of the proposed mega 
city of Hyderabad. Geographically, it is 
situated m the north-western direction of 
Hyderabad at a distance of about 24 kms. 
Gopi Cheruvu is constructed across a small 
dry stream called Nakkavagu which used to 
have wateAill late 1970s during rainy season. 
Gopi Cheruvu is the only perennial tank in 
this micro-region. The relative height of the 
tank is about six metres. 

With the spurt of urbanisation during late 
1970s and early 1980s the vicinity of Gopi 
Cheruvu saw sprawling new settlements; 
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Goptaagar, Pukatnagar, Nehnwagar, Adarsh- 
nagar, Prashantnagar, etc, all located down 
the tank area, in the radius of one-and-a-half 
kdometre. In the upstream of the tank, again 
within one-and-a-half kilometre radius, 
Univesity of Hyderabad, Indian Immuno- 
logicals. State Bank of India Rural Deve¬ 
lopment Institute, Alind Industries, etc, 
are situated. In the very tank bed/immediate 
catchment area. Doyens iake side* town¬ 
ship of first and second phase has been 
'developed'. Above the tank area, central park 
(Name constructions) project is ear¬ 
marked. Apart from these, new construc¬ 
tions like Gulmohar Park (Remax construc¬ 
tions) are also located in the catchment area 
of the lake. 

As a result, the command area of Gopi 
Cheruvu, which used to be vast stretches of 
land under agriculture, is now reduced to 30 
acres of land. Apart from this, Gopi Cheruvu 
continued to cater to the needs of cattle, 
sheep, goat and. often during the lean season, 
it provides a source of drinking water for 
the neighbourhood. The lake is also used for 
bathing and washing purposes. In lean 
seasons, as stated by residents ot the area, 
open wells in the surrounding localities get 
dried up and ground water level goes to a 
depth of about 150 feet. This process has 
beeir aggravated during the last few years 
as many more constructions are taking place 
both downstream and upstream of the tank. 

Of the 170 tanks of Hyderabad suburbs, 
mentioned in the HMP of the HUD A, a few 
dry tanks like Kudikunta, Garlonikunta, 
lrlakunta, Mallaiahkunta, Chelimckunta, 
Chakali Cheruvu are located in the environs 
of Gopi Cheruvu. Currently, it is found that 
Chalmakunta along with other two tanks and 
Yamkunta, Mallaiahkunta, Kanukunta have 
been destroyed and converted into residential 
and other land use. Similarly, Pedda Cheruvu 
near Chandanagar, is also in the process of 
being converted into residential land use. 

The process of conversion of distant catch¬ 
ment areas had begun in late 1960s with 
construction of Alind industries. In mid- and 
late-1970s construction activities of the 
University of Hyderabad started and almost 
ended by mid-1990s, in the early 1980s 
another institution called Indian Immuno- 
logicals came up opposite the University of 
Hyderabad. In mid- and late-1980s the State 
Bank of India constructed its Rural Deve¬ 
lopment Training Institute in the nearby 
catchment area. Besides this institute Name 
constructions, one of the leading construction 
companies of Hyderabad has earmarked area 
to develop a residential colony called 'Green 
Park*. Actual threat to the survival of lake 
has begun with the construction of two phases 
of the so-called Lake Side Township by 
another leading construction company, the 
Doyens constructions between late 1980s 
and early 1990s. The construction activity 
of third phase of the township almost 
occupied certain pans of lake area and 
resulted in an attempt to break the very tank 
bed twice by the Doyens constructions in 
order todrain the water. It was at this juncture 
that the protest of the Seri Lingampglly 
villagers started. 


People's Actions 

The first attempt by the Doyens con¬ 
structions to occupy the tank by breaching 
the bund was made in June 1994. The 
villagers, especially its youth and farmers 
who could visualise the disastrous con¬ 
sequences, successfully mobilised the people 
and formed, the Gopi Cheruvu Porata 
Samithi. Under the banner of the samithi the 
villagers resisted the attempts of the Doyens. 
The samithi brought the issue to the attention 
of the Seri Lingampally mandal revenue 
officer(MRD),thedistnct collector ofRanga 
Reddy and the chairman of the HUDA, 
submitting memoranda and organising 
protest demonstrations. They pleaded for 
the intervention of authorities to protect the 
tank. As a result of these concerted efforts 
by the samithi, the work by the builders was 
stopped 

After a lapse of one year, at midnight of 
July 1,1995, again an attempt was made by 
the Doyens, with bulldozer and 200 goons 
carrying weapons and lathis. A farmer, who 


noticed this, alerted the samithi activists in 
the village. Fifteen activists went to the local 
Chandanagar police station to seek the 
intervention of the police. As they found a 
lone duty-constable in the station, they gave 
the message and returned to the tank. To 
their dismay, they found the police of the 
same station standing guard and allowing 
the breaching of the tank bund. The samithi 
activists objected to the Doyen’s attempt to 
breach the tank bund, that too in the middle 
of night. In the ensuing argument the Doyens 
owner who was also present at the site, told 
the samithi leaders that he had legal' 
documents to prove his entitlement to the 
tank land. Later, on his prompting, the police 
threatened the activists and dispersed them. 

The next morning the news of breaching 
of tank bund spread and nearly 200 to 300 
villagers gathered with lathis to undertake 
direct action against the Doyens. The samithi 
leaders painfully convinced them not to 
indulge m violence but undertake a peaceful 
protest. The samithi leaders contacted the 
MRO and informed her of what transpired 
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ift the night. All the villagers accompanied 
‘her to the site. She refuted the claims of the 
Doyens owner. Afraid of en masse mobili¬ 
sation of village people at the site, the Doyens 
was compelled to wind up the breaching 
work and flee from the scene. The MRO had 
made a detailed report on the whole episode 
to the Ranga Reddy district collector. 

The samithi activists continued their 
peaceful agitation. Again they marched into 
the offices of the MRO, the district collector 
and the HUDA chairman, and submitted 
memoranda. They conducted extensive 
campaign in the surrounding colonies by 
distributing pamphlets, organised a rally and 
public meeting near the lake. The samithi 
leaders also approached opposition leaders 
in the legislative assembly, who in turn 
brought to the notice of the members of the 
legislative assembly and the state machinery. 
On hearing news from the activists, an 
independent fact-finding committee com¬ 
prising of social scientists, scientists, lawyers 
and others visited the sight, the MRO office 
and the police station. The committee 
discussed the issue with the samithi activists, 
officials in the MRO office and the villagers 
and prepared a detailed report. The regional 
mediaalso responded positively on the issue 
and the agitation of the samithi. One of the 
English dailies probed into the issue, 
published pictures of the lake and exposed 
the so-called legal claims of the Doyens to 
breach the bunds. What the Doyens had was 
permission from the government vide order 
no 918 issued in November 1987, to remove 
excess water which comes into construction 
area of the township. This was claimed by 
the owner as a legal document. As the order 
did not specify any method to remove the 
water coming into the construction area, he 
devised his own method to breach the tank 
bund to remove the water. The daily also 
reported the district collector saying, “No 
order by the government could supersede 
the irrigation act, and hence any order that 
the builder may have obtained enabling him 
to take steps to remove water from the lake 
would be null and void. One could not 
convert the catchment area of a lake into a 
residential complex so long as the bund 
existed". By publishing these facts, the daily 
not only exposed the 'legality* of Doyens 
claims but also the loopholes in it and how 
they are being manipulated to serve the 
private interests at the cost of larger interests 
of the people 

Succumbing to the pressures from all these 
comers, the district administration respon¬ 
ded positively on the issue. The distnet 
collector deputed the revenue divisional 
officer (RDO) to enquire into the incident. 
It is leamt that the builder was served the 
show cause notice and was ordered to pay 
penalty. Later, the villagers under the active 
leadership of the samithi repaired the brea¬ 
ched tank successfully through 1 shramadan*. 

The case of Gopi Chenivu makes it clear 
that, in order to protect lakes of Hyderabad 
megacity area, there is an urgent need for 
state intervention. Specific legislative and 
policy measure have to be undertaken. As 
the urbanisation process is increasing with 


real-estate business having their stakes in it, 
the state is being used by the real-estate 
vested interest groups. Concerted people's 
actions against mindless urbanisation pro¬ 
cess is needed. Though small, local action 
of the Gopi Cheruvu Porata Samithi clearly 
demonstrated how the people’s action can 
pressurise the administrative machinery to 


take appropriate steps in the interest of die 
people. These local and small issue based 
actions have to be spread throughout the 
affected areas. It is these moves of the 
people to protect their resources that can 
alone ultimately compel the state to under¬ 
take comprehensive legislative and policy 
measures. 


Terrorism and the State 

P A Sebastian 


The perpetrators of terror are largely the state or vigilantes and death 
squads sponsored by the state . But in contemporary usage terrorism has 
come to mean only actions by rebel groups against the state . 


THE main bugbear at present in the demono¬ 
logy of the ruling classes all over the world 
is 'terrorism*. The term terrorism makes 
people accept many a government action 
which would otherwise be unacceptable. 
What does terrorism really mean? The fifth 
edition of Webster’s Collegiate Dictionary 
defines terrorism as 'a mode of governing, 
orof opposing government, by intimidation*. 
The word terror has its political origin in the 
French revolution * in the sense of terror 
by the state. But the contemporary usage of 
the term by the state and the mainstream 
media has doctored the term to suit the niling 
coteries and restricted it to the terror em¬ 
ployed by rebel groups. This absolves 
governments of responsibility for the massive 
terrorist crimes committed by them. 

The perpetrators of terror are largely the 
state or vigilantes and death squads sponsored 
by the state. Nazi Germany used terror and 
genocide and politicide as instruments of 
governance. The victory of the Allied powers 
did not put stop to this. The victors themselves 
continued the practice. The Central Intel¬ 
ligence Agency of the US directly or in¬ 
directly carried out assassinations of com¬ 
munists and their perceived sympathisers all 
over the world. A person no less than William 
Colby, the former director of the Agency has 
documentarily confirmed this before the 
Frank Church Committee of the US Senate. 
The Agency made several attempts on the 
life of Fidel Castro and planned and executed 
the murder of important anti-American 
politicians like Lumumba and Allende. The 
CIA documents show that it systematically 
planned and killed several thousand Viet 
Cong cadres. This was apart from the 
American war carnage to defoliate, napalm- 
bomb and carpet-bomb Vietnam to near 
extinction. During the events of 1965-66 
when the power changed hands in Indonesia, 
the Indonesian military and its death squads 
took about half a million communists and 
their supporters to sugarcane fields and 
chopped off their heads with machetes. This 
was facilitated by a blueprint prepared by 
CIA to liquidate the second largest com¬ 
munist party in Asia. Today many third 
world armed forces follow the US manuals, 
tactics and strategy during the anti-Viet Cong 
operations toeliminate inconvenient political 


elements. In spite of all this, the Americans 
superciliously preach human rights and 
democracy to the rest of the world and get 
away with it because they and their toadies 
practically control the world media. 

East Timor became a sovereign country 
when the Portuguese revolution in 1974 
announced the independence of its colonies. 
The independence led to civil war in which 
Fretilin, a progressive political formation, 
emerged victorious. The growing popularity 
of Fretilin and its commitment to radical 
reforms proved irksome to the Indonesian 
ruling class. The Indonesian border raids 
backed by US military aid started on 
September 19, 1975. On December 7, the 
Indonesian army carried out full scale 
invasion, brutally killing 1,00,000Timorese, 
about one-sixth of the population. On 
December 6, president Gerald Ford and state 
secretary Henry Kissinger were present in 
Jakarta. Over the last two decades, at least 
2,00,000 people, one-third of the population 
of East Timor, have been killed because of 
military operations and extra-judicial 
summary or arbitrary execution by the 
Indonesian army. Who commits terrorism in 
East Timor- Fretilin or the Indonesian state? 
But the UN Security Council has not found 
it fit to appoint an international tribunal to 
inquire into the crimes committed by the 
Indonesian generals against humanity, as it 
did in the case of former Yugoslavia and 
Rwanda. Nor has it debated whether the 
Americans should be tried and punished for 
slaughtering millions of civilians in Vietnam, 
Cambodia and Laos in violation of the 
Geneva conventions. 

Jews from different parts of the world 
collectively came to Israel in 1948. They 
uprooted several million Palestinians who 
were inhabitants of Israel (Palestine) from 
time immemorial, expropriated them and 
then drove them out of Israel by intimidation 
and violence. This was not called terrorism. 
But when exiled Palestinians reacted 
violently, that was denounced as terrorism. 

Since 1994, according to Amnesty 
International, the Israelis have arrested more 
than 6,000 Palestinians, including a large 
number of prisoners of conscience. In 
addition, more than 150 Palestinians have 
been killed by the Israeli security forces. 
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were victim* of extra-judicial executions . 
In October last year, Israeli secret agents 
assassinated the Islamic Jehad leader, Fathi 
Shiqaqi, in Malta and a few months later the 
Hamas militant Yahya Ayyash. The Hamas 
reacted through a series of violent acts. Swift 
came the Israeli retaliation. The entire 
Palestinian population was cordoned off and 
blockaded and curfews were kept in place 
for days on end. In a blatant violation of 
Article 53 of the Geneva convention relating 
to the protection of civilians in occupied 
territories, the homes of relatives of suspected 
terrorists were dynamited. The force of the 
explosions was such that several neighbours 
lost their homes as well. In none of the 
demolition cases was there any attempt to 
establish legally the guilt of those who were 
punished. The Israelis extended their war 
against Hamas to the refugee camps in 
Lebanon. In a single incident more than 100 
civilians were killed by an Israeli artillery 
attack on a refugee camp. The self-appointed 
custodians of political morality did not 
consider such acts terrorist but they brand 
the retaliation by Hamas as terrorism. This 
double standard justified and sanctified the 
massive employment of terrorist violence 
against the Palestinians and their supporters. 

There is a daily avalanche of news in the 
Indian media about terrorist violence 
committed by militants in Kashmir, Punjab 
and the north-east. But the other side of the 


atory rarely gets Mvtpd. The human rights 
wing of the Akafi Dal ha* claimed that 
between 1984 and 1994 about 25,000 dead 
bodies were cxemafad in various cremation 
grounds of Punjab. In January 1995, .the 
wing filed a writ petition in the Punjab and 
Haryana High Court concerning the death 
of these imidrtitified individuals and their 
subsequent cremation. The petitioners stated 
that over 2,000 families in Amritsar district 
alone were waiting for the return of their 
missing relatives and produced records from 
cremation grounds in Amritsar district 
showing how several hundred ‘unclaimed* 
bodies had been cremated during 1992. The 
petition was rejected on the ground that the 
families concerned should file the petition. 
The human rights wing went in appeal to 
the Supreme Court. On September 6,1995, 
the general secretary of the human rights 
wing, Jaswant Singh Khatra, was picked up 
from his home in Amritsar by the members 
of the Punjab police. A habeas corpus petition 
was filed in the Supreme Court by his wife 
concerning his ‘disappearance*. The police 
denied that they ever took him into custody. 
Nevertheless the court ordered his production 
before it. But the Punjab police has so far 
failed to produce him in the court. There is 
every reason to believe that he has been 
killed and his body has been djtapMed of as 
‘unidentified*. 

An incident of October 30, 1993 has 
reinforced the allegations that the bodies of 


suspected militants killed in fake encounters 
have been cremated as unidentified. On that 
day, the police from Valhota police station 
in Punjab brought the bodies of two 
‘unidentified* men to the mortuary of the 
Civic Hospital, Amritsar, for autopsy. 
Doctors conducting the autopsy found that 
one of the men was still alive. When he 
regained consciousness he gave his name as 
Sarabjit Singh and the doctor sent a message 
to his family informing them that he was 
alive and in hospital. However, when the 
relatives reached the hospital, they saw 
Sarabjit Singh being taken away in a police 
van. A few hours later his dead body was 
brought back to the mortuary and cremated 
without allowing his family to see the body. 
The Supreme Court has ordered the Central 
Bureau of Investigations to inquire into the 
case. 

The contemporary state’s capacity for 
committing such crimes is most often far 
superior to that of other social units. The 
powers of the modem state are deliberately 
used to suppress or eliminate systemati¬ 
cally members of distinct ethnic, religious, 
national or political groups. The governing 
authorities choose to respond to challenges 
by killing as many members of the group 
as is necessary to shatter their capacity to 
persist and act as a collectivity, and use 
the media to justify the destruction of 
victim groups by blaming and dehumanising 
them. 
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RUSSIA 


Lebed Overshadows Yeltsin Victory 

Dev Murarka • 


A curious sensation is beginning to take hold of the people: that Yeltsin 
is less important now because Lebed has almost taken over . And Lebed 
has begun with a bang and straightaway established his authority 
within and outside the presidential commandThis cannot be altogether 
reassuring to Yeltsin. 


Mad, is he? Then I hope he will bile some 

of my other generals. 

- King George II 
(1683-1760) on General Wolfe 

TSAR BORIS, on the morning of Tuesday, 
June 18. two days after the first round of 
presidential elections, presented to his 
subjects Tsarevich (Crown Prince) 
Aleksandr. Moreover, this Tsarevich has 
already made it clear that he is going to be 
a co-ruler. And new star in the firmament 
of Russian politics, General Aleksandr 
Lebed, emerging with added lustre after 
June 16 has already bitten Boris Yeltsin*s 
odious defence minister, the boorish, raving 
and ranting General Pavel Grachev, once 
praised by him as “the best defence minister 
of all times!”. Lebed also startled the nation 
on the very day of his appointment by publicly 
alleging that after resigning Grachev was 
planning to put military pressure on the 
president. 

In the course of dramatic developments 
on June 19/20 (which will be fully discussed 
in a future article), he also sent packing 
General Aleksandr Korzhakov, the powerful 
head of the Presidential Security Service or 
personal bodyguard, and Mikhail Barsukov, 
the chief of the FSB (Federal Intelligence 
Service, successor to the KGB), two of the 
most servile and sinister figures around 
Yeltsin. Under the guise of unswerving 
loyalty to the person of Yeltsin, they have 
been keeping him virtually in isolation for 
a long time, controlling all access to him, 
and from time to time attempting to impose 
their own policies. In this sense Lebed has 
liberated Yeltsin as well. Also dismissed is 
Oleg Soskovets, afirst deputy prime minister, 
and the ‘spiritual father* of the Korzhakov 
gang. 

As foreseen (EPW, June 8), Lebed took 
the third place in the elections, at that a 
weighty one with 14.5 per cent of the votes. 
So much so that a weakened Yeltsin hurriedly 
contacted him and found for him an 
acceptable position of considerable power 
in his administration, announcing this 
personally on television as apolitical alliance. 


Formally, he has been appointed the secretary 
of the Security Council of the Russian 
Federation. Simultaneously he has been made 
a presidential assistant on National Security. 
Until now these posts were held by two 
separate persons. However, the combination 
of these posts in effect means that Lebed has 
now vast supervisory authority over all 
powerful ministries and intelligence. But 
this is not all. There is much, much more 
behind the Lebed phenomenon than meets 
the eye. 

Who is Lebed? A bit of a neanderthal 
with a growling, threatening voice and mien, 
blunt by nature, simultaneously simple and 
intelligent, with a reputation for honesty, 
Aleksandr Lebed was bom in 1953 in 
Novocherkassk. In 1973 he graduated from 
the prestigious Ryazan Training School 
for Paratroopers, and in 1985 from the 
famous Frunze Military Academy. Sub¬ 
sequently he was posted to Afghanistan and 
later commanded the elite Tula Division 
from 1989 to 1991 and was deputy com¬ 
mander of the Russian Airborne Troops 
till 1992. 

In 1992 he was posted to Transdneistr 
Republic in Moldova (formerly a part of the 
Soviet Republic of Moldavia), in charge of 
the 14th Army, where a bitter civil conflict 
between long-time Russian residents who 
turned into separatists, and the newly 
independent Moldavian nationalists 
threatened a nasty war against them. With 
stem measures and strict discipline he 
managed to avert the war and nowadays 
likes to claim that he stopped it, which is 
true enough. Consequently, he earned the 
reputation as a hard core Russian nationalist 
but also as a just military leader. However, 
his policies, independent judgment and 
conduct and his growing public image 
brought him into conflict with Grachev and 
he was dismissed from the 14th Army in the 
spring of 1995. He resigned, and already 
popular in the country, acquired the status 
of a martyr. Always a desirable quality in 
a public figure in Russia. 

As his dispute with the higher-ups in 
Moscow became public, he began to be 


conned by political groups In Moscow. 
Almost straight after the sacking he came 
to Moscow politics and a little later joined 
forces with Yuri Skokov, who founded the 
KRO (Congress of Russian Communities), 
and fought the December 1995 elections to 
the state Duma. Contrary to expectations, 
the KRO did poorly but Lebed was elected 
from a single-member constituency. 

Lebed had always made clear his ambition 
and determination to fight the presidential 
elections. And though KRO sort of 
disintegrated after the state Duma elections, 
his personal popularity remained high and 
he went on to take part in the presidential 
contest, with the result detai led above, which 
has catapulted him into a key role in national 
politics. 

A well known Russian radio commentator, 
Andrei Cherkizov, has perceptively noted 
that those who voted for Lebed are the last 
romantics of Russia. This is more than true 
because few of his voters were even dimly 
aware of the political manoeu\res by and 
around their charismatic hero during the 
last few weeks, so good an impression of 
decisiveness, honesty, integrity and straight¬ 
forwardness he had created. They also did 
not know that he had already more or less 
attached himself to Yeltsin a long time 
ago, though this connection remained so 
discreet that even other political leaders 
did not become aware of it until a short 
while ago. 

At the request of the Kremlin, Gennady 
Burbulis approached him after the state 
Duma elections, sometime in March this 
year, and offered to help with organising his 
presidential bid and raising his image. In 
other words to polish up a rough diamond. 
It is very important to note that in 1989-92 
Burbulis was a very close adviser to Yeltsin 
and occupied important posts in the admini¬ 
stration. Later, Yeltsin broke with him. And 
though at present he. is a Duma deputy 
unattached to any party, he is highly in¬ 
fluential behind the scenes and retains close 
contacts with the Yeltsin circle. Lebed 
accepted the offer made by Burbulis, and 
very soon his image began to change under 
his advice and guidance. In addition, Burbulis 
also attached to him a capable adviser of 
his own. 

However, the Kremlin was worried about 
the independent temperament of Lebed and 
concerned that he might join a democratic 
alliance with Svyatoslav Fyodorov and 
Grigory Yavlinsky. So, when Yeltsin met 
him for the first time on April 30 for 27 
minutes, he urged him against joining any 
alliance and to keep up his anti-Communist 
rhetoric. After the meeting Lebed made the 
tell-tale remark, “the president approved of 
my participation in the elections'*. Highly 


1576 


Economic and Political Weekly June 22, 1 



curious, if not absurd, that one candidate 
should seek the approval of his rival for 
contesting against him. Lebed also let it be 
known that he was no longer interested in 
any alliance. 

The public had no knowledge, and does 
not have till now, that his campaign expenses 
were being financed and managed by Anatoly 
Chubais, a former deputy prime minister 
under Viktor Chernomyrdin, who was 
performing the same task for Yeltsin, and 
thathistelevisioncampaign was being carried 
out by the same team which was carrying 
out Yeltsin’s advertising campaign. He was 
also given 20 million dollars to pay for 
television advertising. 

The reason Lebed was kept in the contest 
was that though he has a very large personal 
following, much of it is also of Communist 
orientation. Therefore, it was vital for the 
Yeltsin camp that Lebed took away as many 
votes from the Communists as possible. He 
also took away a substantial number of votes 
from Vladimir Zhirinovsky, who cultivates 
his own brand of nationalism, and some 
even from one of the few enlightened and 
genuinely democratic leaders in the Russian 
political arena, Grigory Yavlinsky. He 
pushed down Yavlinsky to the fourth place 
since he got only 7.41 per cent. More 
important, he greatly diminished the stature 
of Zhirinovsky who received 5.76 per cent 
and came fifth. 

What does Lebed stand for, which makes 
him so attractive a figure for a substantial 
number of Russians at this juncture? One 
reason for his appeal is that the Russian 
social orientation and priorities as a whole 
are changing. Curiously enough, reform is 
not high on the list, though the Yeltsin 
campaign has projected him as a continuer 
of reforms. National identity and pride, law 
and order, crime and corruption, these are 
concepts which weigh on the public mind. 
These are also the priorities of Lebed with 
his slogan of Truth and Order*, and his 
declared ‘Jihad’ against crime and corruption. 
He is not unique among Russian politicians 
to proclaim these ideas. In fact, one is struck 
by the somewhat identical notions 
propounded by all the presidential candidates. 
The appeal of Lebed lies in the simple 
crispness with which he does it. 

But, having reached the political heights 
he has, and keeping an eye on the presiden¬ 
tial elections in the year 2,000 which he will 
undoubtedly contest with a high profile, he 
risks a lot. The tie-up with Yeltsin in itself 
is a big risk. He has joined Yeltsin as an 
equal, not a subordinate. However, Yeltsin 
is accustomed to being the sole source of 
power and authority and by nature cannot 
tolerate a visible alternative or rival centre 
of power near him. Lebed, too, is accustomed 


to power. Sooner or later this is bound to 
become a source of conflict between them. 
Then one of them would have to yield. It 
remains an open question which one will. 

Moreover, after the events of June 19-20, 
when Yeltsin had to part company with 
Korzhakov, the man he most trusted and 
who was almost his alter ego, he has been 
not only politically damaged and weakened 
in the public eye, but psychologically 
shocked. One of the wounding jibes used 
against Mikhail Gorbachev after the August 
1991 coup was that he had surrounded 
himself with men who could not and should 
not have been trusted, the organisers of the 
coup. What about Yeltsin now? For years 
he has been urged to get rid of Grachev, 
Korzhakov and others who have been a 
disgrace to the country in more ways than 
one, a heavy moral drag. Yet, Yeltsin was 
never tired of defending them and held on 
to them. Now he had to abandon them under 
pressure suddenly and it turned out they 
were just as untrustworthy, if not more, than 
those whom Gorbachev was accused of 
haibouring. 

It should also be taken into account that 
Yeltsin is no longer young and he is a very 
sick person. It is true that he has displayed 
remarkable, even fantastic, physical vigour 
in the course of the current election campaign 
so far, but he is rather worn out. The painful 
parting with Korzhakov, though a political 
necessity, will tell upon him psychologically. 
He may not last another fouryears. Therefore, 
if anything happens to Yeltsin, Lebed will 
be extremely well placed to contest for 
succession. 

However, while taking the necessary 
overview of the rise of Lebed, we should 
not forget the basic outcome of the 
presidential elections. First of all, it has to 
be noted that all the high-pressure cam¬ 
paigning of Boris Yeltsin, combined with 
virtually total control over the media, did 
not bring him conclusive victoiy in the first 
round. And though he headed the list of 10 
candidates (the 11th candidate withdrew in 
favour of Gennady Zyuganov) by winning 
35.28 per cent of the votes cast, his margin 
over Zyuganov, the candidate of the KPRF 
(Communist Party of the Russian 
Federation), who received 32.04 per cent, 
was only 3.24 percent. Thus the slim Yeltsin 
superiority over Zyuganov is a sort of moral 
defeat for him because despite all the 
vituperation against the Communists by him 
and his followers, it is evident that the 
society is almost evenly divided in two parts, 
those for Yeltsin and/or reforms and those 
for the Communists. Even if Yeltsin wins 
in the second round, and he will be made 
to win, it will leave a dangerous and explosive 
rift in the society. A victorious Yeltsin will 


only widen this rift not heal it, despite all 
what he has said during the election 
campaign. 

It should be taken into account that Yeltsin 
cares not a fig about constitutional niceties 
and legalities so long as it helps him to rule 
like an unrestrained whimsical Tsar. For 
instance, according to the Constitution, 
voting should take place on a Sunday. 
However, he has hurriedly settled on July 
3, which is a Wednesday, and has had it 
declared a public holiday. Moreover, the 
voting time is likely to be extended from 6 
a m to 12 p m, instead of the usual 8am 
to 10 p m. Why? Because as a voting day 
Sunday has been found to be somewhat 
inconvenient for his election purposes. 

This decision has been made because it 
is argued that the percentage of voting was 
low because traditionally a substantial pait 
of the city-dwellers are away at their dachas 
or country cottages over the weekend. During 
the first round of voting many of them either 
could not return in time before the polls 
closed or did not bother. Another advene 
factor on June 16 was die German-Russian 
football match in Manchester which millions 
watched on television and following the 
defeat of their national team were too 
disheartened to take the trouble to go out 
and vote. 

It might also have been because the people 
had been subjected to such a barrage of 
Yeltsin propaganda and presence on 
television screens and, to a much lesser 
extent, by other candidates in the weeks 
before the election that they were fed up. 
Out of a total of 107.50 million registered 
voters 69.8 per cent went to the polls. Even 
so this was higher than the 65 per cent in 
the state Duma elections of December 16, 
1995. It is feared that in the second round 
the voting would be even lower. This might 
suit Zyuganov. Therefore, the Yeltsin side 
wants everything done to bring about a 
higher polling coefficient. Yeltsin always 
wants to play with advantages stacked in 
his favour. 

However, there is a curious sort of sensation 
beginning to take hold of the people. That 
Yeltsin is less important now because Lebed 
has almost taken over. This is somewhat 
strange because the whole idea behind 
inducting the general into the Yeltsin 
command was that the president would get 
the votes of Lebed's followers. This is a 
dubious proposition. In any case only a 
small proportion of his followers will vote 
for Yeltsin. 

Lebed has begun with a bang and in the 
process straightaway established his own 
authority within and outside the presidential 
command. This cannot be altogether 
reassuring for Yeltsin. 


Economic and Politic*! Weekly June 22, 1996 


1577 



Britain: Going beyond the Beef 

V K Natraj 

The crisis precipitated by the infected British beef has questioned our 
sanity in preferring unbridled market forces and quick technological 
solutions. 


BRITAIN has been reeling under a severe 
shock for the past week. It emanates from 
the admission of the conservative govern¬ 
ment that the British beef may be infected 
with Bovine Spongiform Gncephelopathy 
(BSE) and that the infection may have crossed 
over to humans. What forced this admission 
from the government was the diagnosis that 
some deaths of young people in the recent 
past are perhaps due to BSE which manifests 
itself in human beings as the Creutzfeldt - 
Jakob di sease, CJ D for short, and in lay man* s 
language the ‘mad cow disease'. Predictably, 
the ministerial statements, especially from 
the minister of health, Stephen Darrell, have 
caused near-panic reactions both among beef 
producers who fear economic ruin and the 
consumers who have already started to 
express a negative preference for beef, the 
sales of which have gone down by an 
estimated one-third. All Britain's partners m 
the European Union (EU) have declared that 
they will not import the British beef. Locally, 
McDonald's have stated that they will use 
only imported beef. That decision will alone 
cost the beef industry 25 million pounds a 
year. And some other chains like Wimpy's 
arc set to follow the example. An alarming 
proportion ol schools have taken beef off 
their menu, prompted by the fear that children 
may be more at risk with CJD than adults. 
This stems iiom the fact that CJD incubates 
for decades and symptoms may not manifest 
themselves for 20-30 years 
The genesis and progression of this crisis 
contain important lessons not only for Britain 
bur for all countries. It is specially important 
that developing countries like India ponder 
over the implications and draw inferences 
appropriate to their situation. The crisis which 
now threatens to plunge British farmers into 
ruination and along with themselves the 
economy, putting pressure on the pound and 
the balance of payments, is no sudden 
cataclysmic event. It has been germinating 
for a decade oi more and the warning signals 
have been noted by scientists. No one, least 
of all the government, can claim ignorance 
or argue that the crisis suddenly blew up. 
At the heart of the matter lie two basic 
tactors. One is deregulation and the other 
intensive farming practices which centre on 
what John Gray ot Jesus College, Oxford, 
has described as 'anthropocentrism* {The 
Guardian , March 26), which regards nature 
as a pool of resources, meant exclusively for 
the exploitative and rapacious enjoyment of 
human beings who, in turn are perceived as 
being independent of nature. 


Factually, it is now accepted that BSE in 
cattle originated from the animal feeds which 
they were fed. It has in fact narrowed down 
to the offal from sheep which were infected 
with scrapie - a disease known to have 
existed in sheep for over 200 years. This was 
intensive farming at its most intense and 
represented a short-cut in the brazen drive 
for quick profit maximisation. It is estimated 
that it lakes 7 lbs of vegetables to make 1 
lb of beef protein. In the process no one 
bothered to ask whether cattle, designed by 
nature to be herbivores, were capable of 
'digesting' this animal feed. As The Guardian 
pointed out in its leader on March 21, the 
entire food industry has pivoted on “the 
search for a quick fix” and “farming became 
too intensive and nature has hit back”. To 
quote John Gray again, this altitude stems 
from what he calls ‘technological utopianism* 
which must end in 'technological hubris'. 
A traditional farmer intuited this when he 
said: “My own, totally unscientific, 
observation over the years does suggest that 
when it comes to man versus nature, nature 
will get you in the end”. 

The very first warning was contained in 
the report of the Royal Commission on 
Environmental Pollution (September 1979) 
which specifically pointed out the risk 
inherent in recycling animal waste which 
could lead to disease-bearing pathogens 
being transmitted to humans through the 
food chain. The conservatives who came to 
power around this time chose, as perhaps 
they were bound to, the ‘self-regulation' 
route. It was argued that the industry should 
be left free to determine how to produce 
products of high quality and that government 
should confine itself to prescribing stan¬ 
dards and ensuring adherence. It is now 
revealed that meat and bone meal animal 
feeds were processed without adequate 
precautions. Cattle were liberally and gene¬ 
rously fed on scrapie-infected processed 
sheep remains including offal. The assum¬ 
ption appears to have been that scrapie 
would not cross the species barrier. But it 
did and BSE was reported in October 1987 
in four cattle herds. Despite this warning 
signal it was only in 1988 that cattle feed 
containing sheep meat was banned. More 
disturbing is the fact now being brought to 
light that farmers continued to use the 
remaining animal feed stocks. The problem 
may have been aggravated by the govern¬ 
ment’s decision not to compensate in full 
the farmers whose infected cattle were 
slaughtered. 


In 1989&comnritteechmf*d 
Southwood recommended that certain cattle 
offal should be excluded from baby foods. 
Four months after this report came out the 
govemmentdecided that all offal brain, spinal 
cord, intestines, etc, should be excluded 
from the human food chain. Unfortunately, 
the Southwood Committee employed the 
expression ‘remote risk' with reference to 
human beings although the risk was not 
denied altogether. This phrase, freely cited 
out of context, became, as one newspaper 
put it, a sacred mantra for government and 
the basis for its self-denying role. Given 
what appears to have^been the permissive 
ethos prevalent, it was perhaps logical that 
abattoirs persisted with their old ways. The 
Observer , March 24 has this to say: “There 
is heavy anecdotal evidence that even the 
most minimal anti-BSE precautions are 
being flouted in abattoirs. Knives and saws 
are meant to be solemnly sterilised between 
beasts, turning for over seven hours in the 
searing heat of an autoclave. More than one 
source says they arc more generally given 
‘a wipe in warm water’.” 

In 1990 a cat died of BSE. Yet there was 
no sense of urgency for the government. It 
continued to nestle under the catch-all phrase 
‘remote risk'. To cap it all, the then minister 
of agriculture John Gummer demonstrated 
his faith in the Bnlish beef by feeding his 
young daughter a hamburger. And now 
Gummer* s mother has angrily declared that 
she will not permit beef for her grandchildren. 

It is not as if the scientific community 
watched all this with indifference. A Leeds 
scientist Richard Laccy kept warning of the 
danger. He docs so still and in his worst case 
scenario 10,000 persons could contract CJD 
per year. MPs - practically all Tory - went 
to the extent of suggesting that Lacey was 
‘in need of psychiatric treatment*. A 
Newcastle-based scientist Harash Narang 
developed a test for spotting BSE. He was 
victimised. Throughout there appears to have 
been an internal war within government 
with the ministry of agriculture, food and 
fisheries (MAFF) rooting for the farm lobby 
and the ministry of health arguing for the 
consumer. A conservative MP asked the 
minister of health to condemn ‘extreme 
vegetarian, anti-farming activists like Harriet 
Harman who are now campaigning to stop 
children eating meat'. (Harman is the shadow 
secretary for health.) All this despite 
mounting evidence of abattoir negligence in 
handling offal. On top of it, slaughtermen 
are reportedly contemptuous of officials who 
inspect abattoirs (“they can’t tell a heifer 
from a steer”). 

Now the bubble has burst. There are 
demands that at least cattle over 30 months 
oldshouldbeslaughtered. Some even suggest 
that the entire 11-12 million cattle herd 
should be slaughtered. The government has 
stated that it will follow what its Spongiform 
Encephelopathy Advisory Committee 
(SEAC) recommends. The committee 
suggests that no further steps are required. 
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And government reiterates this in the manner 
of an incantation. John Major has expressed 
his astonishment at the EU’s ban on the 
British beef, forgetting perhaps that the 
decision rests squarely on the British admitted 
evidence! That apart, the public is sceptical 
of governmental assurance. This is especially 
so where risk to children is concerned. True 
votaries of the market that they are, the 
Tories should hardly be surprised if they and 
their farm-lobby clients tum out to be its 
victims. 

The government's sombre declaration that 
it stands by what the experts say does not 
carry conviction at least partly because there 
is no unanimity in the scientific community 
regarding BSE-CJD. Particularly divisive is 
the probable scale of incidence. One scienti st 
candidly admitted that with the material 
presently available nothing precise could be 
attempted. In this confusing climate it might 
be wiser for the government to be 'safe 
rather than sorry’. 

Yet out of this gloom something 
enlightened may emerge. There are far¬ 
sighted individuals humbly and willingly 
trying to learn from this catastrophe. Such 
men and women go behind this crisis and 
attempt to place it in a broad perspective. 
They are not content to blame it only on 
Thatcherism although it has contributed to 
this crisis in no small measure with its blind 
faith in the market. There is John Gray (cited 
earlier) who pleads for being suspicious of 
a utopian design which bases itself only 
upon the ability of technology to solve 
humanity's problems. In doing so he is no 
irrational or intractable opponent of 
technology. After all any sane person would 
admit that it is technology which has enabled 
modern societies to lead across the 
subsistence barrier. He and his like are not 
harking back with unjustified enthusiasm to 
the good old idyllic romantic past. Rather 
their concern is that we should learn that in 
spite of all the wonders of technology, we 
cannot and ought not to arrogate to ourselves 
the role of 'transformers’. 

At another level the point is being made 
that what needs to be assessed is the very 
attitude to food, and therefore, to food policy. 
Tim Lang, professor of food policy at 'frames 
Valley University, posits the current practice 
of intensive food processing in the sundering 
of “ancient and close connections that people 
always had with their sources of food. Food 
began to be processed because it had to 
travel further” ( Observer , March 24). There 
are others who argue that the present crisis 
is a manifestation of an essentially irreverent 
attitude to food. It is argued that the British 
see food more as fuel than as a value in itself. 
This is contrasted with the attitude in 
continental Europe where food is prized. It 
is worth recalling that decades ago T S Eliot 
remarked on the falling standards of the 
British cuisine as an indicator of cultural 
decline in his Notes towards the Definition 
of Culture . (It is another matter (hat 
quantitatively inclined social scientists may 


not have accepted Eliot's statement - What 
was his sample size?). 

The consequences of this attitude 
combined with deregulation are seen at their 
worst in schools. With the Margaret Thatcher 
inspired cutbacks, school meals have tended 
to be structured around 'cheap’ foods such 
as burgers and sausages. Nutritional value 
has not enjoyed the primacy it deserves. 

A further set of complications arises from 
the uncertainty as regards the numbers that 
could be affected. The point is that those 
who consumed beef before the offal ban in 
1989 are particularly at risk. And millions 
consumed it. Then, given the none too healthy 
state of the National Health Science, it is 
likely that victims of CJD will be unable to 
secure long-term hospital care. At the 
economic level, street vendors of cheap foods 
which mainly revolve around beef will surely 
face a crisis, not to speak of the thousands 
directly dependent on the beef industry. Other 
uncomfortable questions relate to the vast 
number of products which incorporate beef 
in some form or other. They range from 
gelatine to sticking glue to growth-hormone 
injections. Politically, this could not have 
happened at a worse time for the 
conservatives with the elections due next 
year. 

What lessons ought India to learn from, 
this disaster? One obvious lesson is to take 
a hard look at the chaos which unfettered 
market forces can unleash. The John Major 
government now looks likely to reverse itself 
by ordering the selective slaughtering of 
cattle. This reversal is almost wholly due to 
loss of public confidence and the overseas 
ban on the British beef. Farmers are now 
asking for selective slaughter (with 
compensation of course), they see it as the 
only way of restoring confidence. The market 
recognises no distinctions and its 'objectivity’ 
which is so praised by its adherents can also 
produce capricious results. 

Our learning, however, should not stop at 
this. The caprice of the market and its lack 
of concern have been argued by many, 
although in the present global climate there 
is no surfeit of a receptive audience. It is 
necessaiy to go beyond and behind the market 
and seek something more fundamental. 

To begin with wc need to perceive the 
market in broad terms. Only then will we 
be able to see how it affects not just the 
economy but society as a whole. It fragments 
society into individuals bound only by the 
market’s mediation. It makes individuals 
relate only “through the mediation of the 
market’’ as Prabhat Patnaik has evocatively 
expressed it (Economics and Egalitarianism , 
Oxford, 1991). Society comes to be seen 
more and more as a collection of atomised 
individuals who share only one common 
objective, namely, their respective interests. 
It is natural that such an ethos cannot 
accommodate any higher objective. It 
produces a psychological state which is 
unwilling, and worse, unable to recognise 
anything which cannot be marketised. 


Everything is tradable. Years ago Richard 
Titmuss discussed the merit of procuring 
blood through sale and purchase as opposed 
to voluntary donation. He remarked 
mockingly (and deprecatingly) on the 
horrendous consequences of making blood 
a commodity (Commitment to Welfare , 
Oxford, 1968). It is this impact we have to 
guard against. For little by little the notion 
of a higher purpose, including empathy with 
the poor and vulnerable, will get eroded. 
One instance from the British crisis drives 
home the point tellingly. 

At some point in the 1980s the requirement 
regarding the temperature at which animal 
feed should be processed was diluted. The 
reason: fuel economy. This is one of the 
several factors which caused the present 
crisis but it is a chilling example of what 
the exclusive guidance of the market can 
accomplish. It is necessaiy to remember that 
the market philosophy does not produce an 
overnight transformation. This is particularly 
true of our perceptions, reactions and 
attitudes. They change over a period of time. 
In the end a series of quantitative incremental 
changes would have resulted in a major 
qualitative change. 

The second lesson is that it will do us 
no harm if wc retain a healthy and inquiring 
scepticism for the utopia which technology 
promises. This is not meant to negate the 
undeniable benefits of technology but to 
argue that it can never be assessed 
independently of the societal framework 
within which it operates. The technological 
and the institutional factors are intimately 
related. (Incidentally, considerable work on 
this question has been done with respect to 
Indian agriculture). The limits of technology 
are to be discovered in the social matrix. 

It is not difficult for this argument to be 
warmly embraced by revivalists. It can be 
reduced to a simplistic luddite anti-science 
and technology posture. But that would be 
to distort the main focus which is that the 
roles of the market and of that very potent 
instrument, technology, have to be 
questioned und assessed within broader 
concerns. 

Environmentalists in India as elsewhere 
do display such a concern and a futuristic 
perspective. But they are open to criticism, 
rightly so, for not coming up with viable 
alternatives and for failing to view the man- 
environment nexus in a dialectic frame. Not 
to put too fine a point on it, this lobby has 
more than a fair sprinkling of funda¬ 
mentalism. But their important contribution 
is in provoking us out of a complacent belief 
that all our problems are solvable at the press 
of a computer button. 

Finally, it is worth pondering over the 
consequences of mindless deregulation in a 
country like India which is hardly comparable 
to Britain in terms of compliance with laws 
and safety norms. If this could happen in 
Britain, a pioneer welfare state, largely law 
abiding, one shudders to think of the 
implications for India. 
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Standard it Chartered 


Standard Chartered Bank-India branches 
(Incorpo r ated in the United Kingdom with Limited Liability) 


BALANCE SHEET AS AT MARCH 31. 1996 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31. 1996 



1996 1995 

(Rs 000s) (Rs 000s) 



1996 1995 

(Rs 000s) (Rs 000s) 


CAPITAL AND 
LIABILITIES 

Capital 

Reserves and surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 

Total capital A liabilities 


ASSETS 

Cash and balances with 
the Reserve Bank of India 
Balances with banks 
and money at call 
and short notice 10 

Investments 1(c). 2,11 

Advances 1(d), 12 

Fixed assets 1(e), 13 

Other assets 14 


Tout assets 


5384,332 4374,147 

27385.749 21.640382 

5,994.884 2,777,841 

3,173,797 2,724,412 

41,938,762 31.516,682 


4,472,934 4,046,017 


1,403,905 

8,833.606 

20,184,595 

1,480,673 

5,563,049 


300373 

9,466,678 

10,351,166 

1,479,979 

5,872,469 


41,938,762 31,516,682 


Contingent Liabilities 15 127,935,474 92,232,459 


Bills for collection 


1321,539 1,465,463 


INCOME 

Interest earned 
Other income 

Total income 

EXPENDITURE 

Interest expended 
Operating expenses 
Provisions and 
contingencies 

Total expenditure 

PROFIT 

Profit for the year 
Prior period items 

Net profit 

APPROPRIATIONS 

Transfer to Statutory 
Reserve 

Transfer to Head Office 
Account 

Total appropriations 


4,757,823 2,867,808 

896,239 838,654 

5.654,062 3,706,462 


2,435,325 2,096,538 

2,158,143 1,335,083 

39,667 168,883 

4,633,135 3,600,504 


1,020,927 105,958 

(30,117) 

1,020,927 75,841 


204,185 15,168 

816,742 60,673 

1.020,927 75,841 


The accompanying notes are an integral part of this balance sheet 
In terms of our attached report of even date 


For Bharat S Raul & Co 


Chartered Accountants 


SdA 

Sdf- 

Sammy Medora 

Martin Fish 

Fanner 

Chief Executive, India 


Dru Narwam 


Chief Financial Officer 

Mumbai 


May 27. 19% 
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Standard $j Chartered 

Standard Chartered Bank-India branches 
(Incorporated in the United Kingdom with Limited Liability) 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1996 

(Amounts in thousands of Indian Rupees) 

I SIGNIFICANT ACCOUNTING POLICIES 

(a) General 

The accompanying financial statements of Standard Chartered Bank—India Branches ('the Bank'*) Are prepared under the histone cost convention 
(as modified by note 1(e) below) on the accrual basis of accounting and conform with the statutory provisions and practices prevailing within 
the banking industry in the country 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities in foreign currencies ore translated at rates of exchange notified by the Foreign Exchange Dealers' Association 
of India ('FEDAI') at the year end except in the case of deposits accepted under the Reserve Bank of India's ("RBI") Foreign Currency 
Non-Resident Accounts scheme (FCNRA) which are valued at the relevant rates notified by the RBI and deposits accepted under the 
RBI's Foreign Currency Non-Resident Accounts scheme (FCNRB), which are swapped into rupees at the spot rale prevailing on the 
dote of acceptance The profits/losses on the swaps arising out of the difference in the exchange rate between the contract date raid 
the maturity date are included in "Other Liabilities" and spread over the period of such FCNRB deposits. All profits/losses resulting 
from year end revaluations are included in the Profit and Loss Account. 

(ii) Income and expenditure items are translated at the exchange rates prevalent on the date of the transaction. 

(iii) Outstanding forward exchange contracts and spot exchange contracts are revalued at the rates of exchange notified by FEDAI prevailing 
at the year end and the resulting profits or losses are included in the Profit and Loss Account. 

(c) Investments 

All investments are "Current investments" and are valued at the lower of cost and market value in aggregate for each category in compliance 
with the RBI requirements Treasiqy Bills and Commercial Paper are valued at cost. Any premium or discount to face value is amortised 
to maturity Investments in subsidiaries and associates are valued at cost less provision where, in the opinion of the management, a permanent 
diminution in value has occurred 

The depreciation arising from the valuation of the investment portfolio as at March 31.1996 is included under "Provisions and contingencies"/ 

(d) Advances 

Doubtful advances are identified by periodic appraisals of the portfolio by management, and appropriate provisions are made. The related 
interest on such doubtful advances is credited to an interest in suspense account and not included in profits until received. Advances are 
stated after deduction of provisions and interest in suspense All provisions against doubtful advances are made on a gross basis with tax 3 ' 
relief being accounted for only in the year of write-off. 

(C) Fixed assets and depredation 

Fixed assets are stated at historical cost less accumulated depreciation, except premises which were revalued at March 31. 1993 and 
stated at market values as at that date, determined by a Government registered valuer. The surplus of Rs l.l 17 million arising on 
revaluation has been credited to a revaluation reserve. All assets are depreciated on a straightline method at the rates specified in 
Schedule XIV to the Companies Act, 1956. 

(0 Revaluation of premises 

In respect of revalued assets, depreciation is provided on the revalued amount and chaiged to the Profit and Loss Account. An amount equivalent 
to the depreciation arising out of the revaluation is transferred from the revaluation reserve to the Profit and Loss Account. 

(g) Income recognition 

Interest income is recognised on an accrual basis, except in the case of non-performing advances where it is recognised on receipt. 

(h) Retirement benefits 

The Bank has created separate funds recognised under the provisions of the Income Tax Act, for pension and gratuity benefits for its employees. 
The Bank has conducted an actuarial valuation of retirement benefits at March 31,1995 and has fully funded its liability on a "discontinuance" 
basis at March 31, 1996. Using a more conservative set of assumptions on expected future trends in salaries, investment yields and inflation, 
the Bank needs to fund an additional Rs 252 miUion. The Bank intends to provide for this liability over the estimated average remaining 
working lives of its employees. 

The Bank has also conducted an actuarial valuation of the leave encashment benefit at March 31, 1996 using a similar set of assumptions. 
The future liability of approximately Rs 56 million will be funded over the estimated average remaining working lives of its employees. 
An additional provision of Rs 74 million, based on actuarial valuation, has been made in the financial year to March 31, 1996 for retiring 
allowances payable voluntarily to the pre-scheme retirees (ic.. employees who retired prior td January 1, 1978). 

(i) Voluntary Retirement Scheme (VRS) costs 

The Bank expenses VRS costs in the year in which they arc incurred. This represents a change from the practice followed in the previous 
year wherein these costs were allocated over the pay back period. Had the Bank not changed its policy, "Other Assets" and the net profit 
for the year would have been higher by Rs 270 million. 

0) Net profit 

The net profit disclosed in the Profit and Loss Account is after accounting for, inter alia , provisions for taxes, doubtful advances and other 
necessary provisions. 

2. INVESTMENTS AND CLAIMS 

(a) The developments during the current year in respect of various claims of the Bank on account of deficiencies in its assets, and claims 
against it, arising from its earlier transactions in the securities markets, are described below: 

(i) Consequent to its investigations into the Bank's criminal complaint in respect of the reported deficiencies arising from the fraud perpetrated 

on the Bank in 1992, the Central Bureau of Investigation ("CBI") has filed crimiiuri charges against certain individuals named in the 
Bank's First Information Report. 
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Standard if Chartered 

Standard Chartered Bank-India branches 

(Incorporated in the United Kingdom with Limited Liability) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1996 


(n) Civil action against several banks, financial institutions and individuals to recover amounts, some of which are also the subject matter 
of investigations by the CB1. continue to be pursued. At March 31. 1996. the assets in question amounted to Rs 477 million (1995: 
Rs 1.268 million), net of cumulative provisions and write-offs aggregating Rs 10.574 million (1995 Rs 10,989 million), This sum is 
included as claims under “Other Assets'*. 

(iii) Total recoveries received during the year amounted to Rs 1.983 million (1995 Rs 445 million). This sum comprised of the recovery 
of principal of Rs 1,207 million and interest and costs of Rs 776 million. These recoveries resulted in the writing back of Rs 592 million 
relating to a claim written off in an earlier year. However, following a negotiated settlement in respect of another claim an amount 
of Rs 177 million was also written off. These amounts are reflected in the Profit and Loss Account under “Provisions and contingencies". 

(iv) Further in March 1996, the Bank secured a favourable judgement amounting to approximately Rs 900 million (inclusive of interest 
and costs) relating to its remaining unprovided exposure. Of this, interest of approximately Rs 392 million accrued till March 31. 1996 
has been recognised as income in the current year. The recovery due on June 5. 1996 when received, will reduce the balance of claims 
reflected as part of “Other Assets" from Rs 477 million as stated above, to nil. 

(v) During the previous year, the Company Law Board had directed that certain securities of Rs 93 million (face value Rs J00 million) 
be registered in favour of the Bank. Subsequently, the Delhi High Court has directed the matter to be heard and decided by the Special 
Coutt. Consequently the amount has not been recognised as a recovery. 

(vi) The Bank continues to have claims against it aggregating Rs 2,968 million (1995: Rs 2,087 million), which are included in contingent 
liabilities Of these, claims amounting to Rs 2,646 million (1995: Rs 456 million) relate to “ready forward" transactions and. if successful 
against the Bank, would result in the Bank itself having claims on other parties. The Special Court constituted under the Special Court 
(Trial of Offences Relating to Transactions in Securities) Act 1992 has, based on its judgement which declares ready forward transactions 
to be illegal, ordered the Bayik to deliver securities or provide guarantees for a face value of Rs 675 million (1995: Rs 400 million) 
which includes claims of the face value of Rs 295 million (1995: Rs 20 million) where the Bank has acknowledged liability and which 
is net the subject matter of any appeal. In settlement of these acknowledgements, the Bank has delivered securities of a face value 
of Rs 295. million, in connection with which Rs 245 million has been debited to the Profit and Loss Recount, along with interest of 
Rs 89 million. The Bank has given guarantees of Rs 208 million and also delivered securities aggregating Rs 122 million in face value 
(book value Rs 145 million) which have been classified os “Other Assets*’, since the Bank in turn has claims on other parties. The 
Bank, along with other banks and the Indian Banks* Association, has appealed to the Supreme Court against the Special Court's judgement 
on ready forwards. Based on legal opinions obtained, the Bank believes that it has a reasonable chance of reversing the Special Court's 
judgement. Subsequent to the year end, the appeal came up for hearing in the Supreme Court but was adjourned. While announcing 
the adjournment, the Judge also ruled that other cases relating to ready forward transactions should continue to be neard. by the Special 
Court. Given this judgement, the Bank does not preclude the possibility of further payments being ordered by the Special Court Judge 
However, any payments so ordered will result in the Bank in turn having claims on other parties. Consequently, the management believes 
that there is no need for any provisioning against these transactions. 

Due to the legal and other complexities surrounding the above matters, it is not possible to determine their eventual outcome. In view of the above, 
the management considers that appropriate provisions and write-offs have been made in these financial statements and no further provisions are 
required. 

(b) As part of the civil actions referred to in notes (a) (ii) and (a) (vi) above, certain of the Bank's investments continue to be affected os follows. 

(i) Bankers* Receipts (“BRs") and Subsidiary General Ledger forms (“SGLs”) issued amounted to Rs 10 million (1995: Rs 322 million), 
net of assets on account of BRs held of Rs 31 million (1995: Rs 480 million) and SGLs held of Rs 2,184 million (1995: Rs 2,330 
million) as at March 31,1996. The securities underlying the BRs and SGLs are valued at the lower of the cost and market value. Although 
these BRs and SGLs held, issued by nationalised banks and other institutions, have not been settled on their due dates, the Bank is 
confident of their settlement without any significant loss. 

(ii) Certain securities aggregating Rs 290 million (face value: Rs 355 million) (1995: Rs 533 million: face value: Rs 655 million) are still 
to be registered in the Bank's name by the issuers. During the year, the Bank has been successful in having securities of the face value 
of Rs 300 million registered in its name (although this decision has been appealed) and the Bank continues to pursue the registration 
of the other securities. The Bank is Confident of resolving related disputes without any significant loss. The Bank continues to recognise 
interest on the above securities. 

(t) The assessment proceedings in respect of Assessment Years (AY) 1991-92 and 1992-93 have been completed. The net outstanding 
income tax demand is Rs 90 million after adjusting a refund of Rs 1,200 million arising from provisional assessments for AY 1993-94 and 
AY 1994-95 The advance taxes paid and the withholding tax (TDS) credits are included in “Other Assets". The regular assessment proceedings 
for subsequent assessment years are yet to be completed. 

During the current year, the Bank received an appellate order in respect of AY 1991-92 wherein certain reliefs have been granted and as a 
consequence,^refund is due to the Bank. The Bank has filed an appeal before the Income Tax Appellate Tribunal in respect of certain issues 
which have not been allowed. The Bank also filed an appeal against the assessment order received for AY 1992-93. 

The Bank considers the demands for AY 1991 -92 and AY 1992-93 and any other similar demands for the subsequent assessment years to be largely 
unsustainable and believes that the demands, if any, would eventually be set aside. The Bank also expects the appeal issues for AY 1991-92 and 
AY 1992-93 to be decided in its favour. Accordingly, no provisions for the impact thereof have been made in the financial statements 
No provision for income tax has been made for the financial year 1995-% since the management believes that losses brought forward from 
earlier years will be available for set off. 

3 INQUIRY PROCEEDINGS 

Certain inquiry proceedings by the regulators, including the conduct of the Bank's past securities transactions, vostro accounts and NRE accounts, 
are not yet complete. The outcome of such proceedings is uncertain. Accordingly, no provision has been made in these statements to reflect the 
effect, if any, of the outcome of such inquiries. 
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Standard ft Chartered 

Standard Chartered Bank-India branches 
(Incorporated in the United Kingdom with limited Liability) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH, 1996 



19% 

1995 


19% 

1995 


(Rs 000s) 

(Rs 000s) 


(Rs 000s) 

(Rs 000s) 

4. CAPITAL 

Deposit kept with the Reserve Bank 
of India under Section 11(2) of the 
Banking Regulations Act, 1949 

390.000 

390,000 

10. BALANCES WITH BANKS 
AND MONEY AT CALL 
AND SHORT NOTICE 

In India 

Balances with banks - 








5. RESERVES AND SURPLUS 



in current accounts 

91.183 

45300 

(a) Statutory reserves 



Money at call & short notice 


Balance, beginning of the year 

281,233 

266,065 

with banks 

100,000 

- 

Additions during the year 

204.183 

15,168 

Outside India - in current accounts 

11.212.722 


Balance, end of year 
(b) Revaluation Reserve 

485,418 

281,233 

Total 

1,403,905 


1.080,129 

1.098328 

11, INVESTMENTS 


■ 

Balance, beginning of year 

In India 



Deductions during the year 

(52,046) 

(18.199) 

Government secunues 

7366,359 

6373.089 

Balance, end of year 

1,028.083 

1,080,129 

Other approved securities 


479,684 

(c) Head Office Account 



Shares 

34,327 

71,625 

Balance, beginning of the year 

3,012,785 

2.952,112 

Debentures and bonds 

678324 


Additions during the year 

41,304 

_ 

Subsidianes/jomt ventures 


501 

Transfer from Profit 9c 


Units of mutual funds 

116,6% 

131307 

Loss Account 

816,742 

60,673 

SIDBI deposits 

SIDBI Floating Rate Bonds 
Commercial paper 

Others 

120,000 

150,000 

905,977 

150,000 

503,455 

_ m 

Balance, end of year 

3,870,831 

3,012.785 

Total Reserves & Surplus 

5.384,332 

4,374.147 

■Kl 

6. DEPOSITS 

' ——— 


Total investments 

8.833.606 

9.466.678 

Demand deposits 

From banks 

From others 

194,224 

3,584,684 

318,752 

2,569,056 

12. ADVANCES 

(a) Bills purchased and discounted 
Cash credits, overdrafts and 
loans repayable on demand 

2.004,979 

8,984,094 

1306,226 

6336.129 

Total demand deposits 

3,778,908 

2,887,808 

Term loans 

9,195322 

2,608,811 

Savings Bank deposits 

2,518,499 

2,375,472 


20.184395 

10.351.166 

Term deposits 



(b) Secured by tangible assets 

13,670349 

9308.683 

From banks 

- 

- 

Covered by bank/Govemment 



From others 

21,088,342 

16,377,002 

guarantees 

124,853 

50,084 

Total term deposits 

21,088,342 

mSSESm 

Unsecured 

6JS2J93 

20.184,595 

992.399 

10.351.166 

Total deposits 

7. BORROWINGS 

27,385,749 

21,640,282 

(c) Advances in India 



Priority sector 

4,661.938 

2,539,741 

In India from 

2.128.062 

350.080 

Public sector 

407,354 

197,701 

Reserve Bank of India 

Banks 

151,810 

21.619 

Other banks 

2,100.000 

- 

Others 

14863,422 


Other institutions and agencies 

1,286,372 

27,915 

Total advances 

20.184395 

10.351,166 

Outside India from banks 

480,450 

2,399,846 

13. FIXED ASSETS 

Premises 

Balance, beginning of year 



Total borrowings 

5.994,884 

2,777,841 

1,246,190 

1,162,995 

8. OTHER LIABILITIES AND 



Adjustments during the year 
, Additions during tne year 


(1.456) 

PROVISIONS 



1,211 

84,651 

Bills payable 

558,538 

450,568 

Deductions during the year 

(34.850) 

. 1,246,190 
(52.475) 

Interoffice adjustments (net) 

Interest accrued 

305,900 

1,075,789 

1.052,783 

Less Depreciation to date 

1,212351 

(72,041) 

Others (including provisions) 

1.233,570 

1,221,061 

Net book value of premises 

Other fixed assets (including 
furniture and fixtures) 

1.140.510 

1.193.715 

Total other liabilities and provisions 

3,173,797 

2,724,412 

487.024 

(4,362) 

366,070 

1456 

9. CASH AND BALANCES WITH 
THE RBI 



Balance, beginning of year 
Adjustments during the year 



Additions during the year 

121 786 

127,341 

Cash in hand (including foreign 

90.381 


Deductions during the yearfat cost) 

(4,466) 

(7.843) 

currency notes) 

69,052 

599,982 

487 024 

Balance with RBI 

4,382,553 

3,976,%5 

Less Depreciation to date 

(259 819) 

(200 760) 

in current accounts 

Net book value of other fixed assets 

_340,163 

286 264 

Total cash and balances with the RBI 

4,472.934 

4,046,017 

Net book value of total fixed assets 

lj480,673 

1.479.979 
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Standard £ Chartered 


Standard Chattered Bank-India branches 
(Incorporated in the United Kingdom with limited Liability) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31 1996 


14. OTHER ASSETS 

Inmost accrued 

Inter Office adjustment (net) 

Tax paid in advanoe/Tax deducted 
at source (net) 

Stationery and stamps 

Claims 

Others 

Total other assets 


15. CONTINGENT UAMUTIES 

Claims against the Bank not 
acknowledged as debts 
Liability for partly paid 
investments 

Liability on account of 



2.974341 2,099,425 


exchange contracts 
(including spot 
exchange contracts 
Rs 9326.165; 

1995 - Rs 9,623.941) 
Guarantees given on behalf of 
constituents 


106,763,050 79,142,683 


Outside India 
Acceptances, 
other dbligations 
Other items for which 
the Bank is 
contingently liable 
bills rediscounted 
underwriting commitments 

Total contingent liabilities 


It INTEREST EARNED 

Interest/discount on 
advancei/bills 
Income on investments 
Interest on balances with the 
Reserve Bank of 
India and other 
tnter-bank funds 
Others 

Total interest earned 


9,148,050 

235.432 


2,364,048 

2,167,316 


5,081,626 

189,466 


6.011,413 4.720385 


802,688 831,299 

166,875 

127335,474 92,232,459 


1)373,611 
1 JV^.900 


101,001 



17. OTHER INCOME 
Commission, exchange and brokerage 
Net profitless) on sale of investments 
Net profit/loss on sale of buildings 

and other assets 

Net profit on exchange transactions 
Miscellaneous income 

Total other income 

18. INTEREST EXPENDED 
Interest on deposits 

Interest on Reserve Bank of India/ 
inter-bank borrowings 
Interest refunded to RBI A 
other related payments 
Others 

Total interest expended 

19. OPERATING EXPENSES 
Payments to and provisions 

for employees 
Rent, taxes and lighting 
Printing and stationery 
Advertisement and publicity 
Depreciation on Bank’s property 
Directors' fees, allowances and 
expenses 
Auditors’ fees 
Legal charges 

Postage, telegrams, telephones, etc 

Repairs and maintenance 

Insurance 

Travelling 

Other expenditure 

Total operating expenses 

20. PRIOR PERIOD ITEMS 
Adjustment to Head Office Account 
Incorrect recognition of income 

on revaluation of contingencies 

Total pnor period items 

21. CAPITAL ADEQUACY 
Tier 1 capital 

Tier 2 capital 
Total capital 

Total risk weighted assets and 
contingents 
Capital ratios 
Tier 1 capital 
Total capital 


22. PRIOR YEAR COMPARATIVES 

The previous year's figures have been reclassified wherever 
necessary to conform to the current year’s presentation. 


1996 

(Rs 000s) 

1995 

(Rs 000s) 

659.059 

391370 

(232,480) 

151,128 

59,129 

(2.196) 

398.888 

280331 

11.643 

17,821 

896,239 

838,654 

2.173.606 

1264,641 

261340 

449,153 


361,655 

379 

21,089 

2,435,325 

2,096338 

1.083.259 

613338 

93,648 

79,390 

78,752 

46,843 

220,874 

109,362 

68360 

49,392 

213 

89 

1,475 

1,200 

66,897 

84,818 

104.248 

86311 

78,892 

71215 

33367 

9,739 

140,620 

75,458 

187338 

107,728 

2,158,143 

1335,083 

- 

(4,461) 

- 

(23,636) 

- 

(30.117) 

4383.748 

3293317 

462.637 

486.058 

4.846.385 

3,779375 

35,104212 

24227.818 

123% 

13.6% 

133% 

15.6% 
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Standard ft Chartered 

Standard Chartered Bank-India branches 
(Incorporated in the United Kingdom with Limited Liability) 


AUDITORS' REPORT ON THE FINANCIAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 

We have audited the balance sheet of Standard Chartered Bank-lndia Branches (“the Bank") (Standard Chartered Bank is 
incorporated in the United Kingdom with limited liability) at March )l, 1996 and the related Profit and loss account for the 
year then ended Wc have obtained all the information and explanations which, to the best of our knowledge and belief, were 
necessary lor the purposes ot our audit and have tound them to be satisfactory 

In accoidant c with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (1), 
(2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Ad. 1956, the financial statements are not 
required to be, and are not drawn up, in accordance with Schedule VI of the Companies Act, 1956 The financial statements 
are, therefore, drawn up in conformity with Forms A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949 

In respect ol matters mentioned in Notes 2(a) to 2(c) and Note 3 to the financial statements we are unable to form an opinion 
on their outcome and consequently their clfect, if any, on the results ot the Bank for the year 

In our opinion, subject to the effect ot such adiustments, if any, that might have become necessary had the outcome of the 
matters referred to in the preceding paragraph been known, the financial statements give a true and fail view of the state 
of affairs of the Bank at March 31, 1996 and of its profit for the year then ended 

We further report that 

(a) the financial statements are in agreement with the books of account and give the information icquired by the Companies 
Act, 1956, in the manner so required for banking companies, 

(b) the Bank has maintained proper books of account as required by law insofar as appears from our examination of those 
books, 

(c) the returns received from the branches of the Bank have been found adequate for the purposes of our audit, 

(d) the transactions which have come to our notice have been within the powers of the Bank 

For Bharat S Raul & Co 
Chartered Accountants 


SdA 

Mumbai Sammy Mcdora 

May 27, 1996 Partner 
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PERSPECTIVES 


Sahmat and Politics of 
Cultural Intervention 

Sudhanva Deshpande 

When theatreperson Safdar Hashmi was killed by Congress(I) goons on 
January 1, 1989, several hundred artists and intellectuals came together 
in a spontaneous expression of outrage . This coming together led to the 
birth of the Safdar Hashmi Memorial Trust, Sahmat, with the objectives 
of defending the right to freedom of expression and dissent, forging 
closer ties among artists and intellectuals from all over the country, 
building links between artists and the people and evolving genuinely 
democratic, progressive and people-oriented forms of cultural 
articulation . In the last five years or so, however, Sahmat has chosen to 
become a single issue platform . Even on this single issue, anti - 
communalism, Sahmat*s actions have been politically problematic and 
ideologically constricted . 


IN November 1988, the working class of 
Delhi went on a successful seven-day strike 
under the leadership of the Centre of Indian 
Trade Unions (CITU). the trade union front 
of CPI(M), demanding an improvement in 
their living and working conditions. This 
has been, to date, the longest such action in 
the working class movement in Delhi. A day 
before the strike began, several hundred 
artists and intellectuals marched to Boat 
Club in support of the forthcoming strike, 
and participated in a cultural sit-in. The chief 
mobiliscr of this event was Safdar Hashmi, 
playwright, actor, director, lyncist, designer, 
filmmaker, and the best-known street theatre 
person in India. A month later, he was killed 
for daring to align his art with the cause of' 
the working class. 

On February 23, 19%. the working class 
ol Delhi was on strike yet again: this time, 
as part of an all-India strike against the 
proposed new pension scheme As expected, 
the Delhi police lathi-charged, beat up, and 
arrested several workers and their leaders. 
The same evening, the Delhi police hosted 
a ‘quami ckta mushaira’ (poetry-reading for 
communal harmony), graced by the presence 
of several of the best-known names in Hindi- 
Urdu poetry. The mushaira* was organised 
for the Delhi police by the Safdar Hashmi 
Memorial Trust (Sahmat). 

While the coincidence of timing heig¬ 
htened the irony, Sahmat*s act of affiliation 
was nevertheless far from surprising. On 
October22,1995, Sahmat had helped design 
a concert for communal harmony hosted by 
the Delhi police. This has been preceded by 
a scries of cultural mega-events against 
communalism over the last five years in 
which Sahmat has sought more and more 
help, monetary and non-monetary, from both 


the corporate sector and the state. The present 
mushaira, at one level, is then only a logical 
outcome of this trend. 

At another level, however, we are looking 
at a new and potentially dangerous turn that 
Sahmat has taken. First, because the mushaira 
was not a Sahmat event; Sahmat had 
organised it for the Delhi police. In other 
words. Sahmat was acting as cultural 
contractor. Second, Sahmat was seen as 
endorsing implicitly, though hopefully 
inadvertantly, the Delhi police’s actions on 
the communal issue. That the police is a 
repressive arm of the slate should be obvious 
even to those who may not have read Lenin, 
though of course reading l^enin helps. 

In the past, Sahmat has had to face verbal 
and physical attacks from communal forces. 
It has faced these attacks courageously, and 
has dared to fight on. It’s latest actions, 
however, have dealt a severe blow to its own 
image. 1 will return to this issue in Section 
IV of this text. Suffice it to state here that 
for a platform named after Safdar Hashmi 
to have reached its present pass is shocking, 
distressing, and just very, very sad. 

I present below a critique of Sahmat*s 
work over the last seven years. 1 am acutely 
aware of the very considerable achievements 
that Sahmat has to its credit, only some of 
which I have mentioned in the following 
section. My essential argument, however, is 
that there were four major agendas con¬ 
tained in the birth of Sahmat (outlined in 
Section III), of which it has over the years 
chosen to follow only one - that of bringing 
artists together on political issues - m ways 
both constricted and problematic. My 
critique, though doubtlessly harsh at places, 
is nevertheless meant to be a sympathetic 
one. I sec Sahmat as the most pxciting 


platform for cultural intervention since the 
heyday of IPTA in the 1940s; can it fulfil that 
promise? 1, for one, do sincerely hope so. 

I 

But first, what are we talking about when 
we talk about Sahmat? Sahmat is a platform 
of artists and intellectuals formed in the 
wake of the nationwide outcry of anger and 
shock at Safdar Hashmi*s brutal murder by 
Congress(I) goons on January 1,1989, while 
Jana Natya Manch (Janam) was performing 
Hallo Bol, a street play in support of CITU 
at Sahibabad, an industrial township 
adjoining Delhi. Apart from a few employed 
office personnel, all those in vol ved in Sahmat 
activities do so on an entirely voluntary 
basis - and their list would read like a who's 
who of the Indian cultural and intellectual 
world. 1 

They came together initially in a 
spontaneous expression of outrage at Safdar's 
murder; Sahmat was formed to channelise 
these energies along more sustained lines. 
This, Sahmat has achieved substantially; 
indeed, spectacularly. 

Sahmat has consistently designed and 
organised a series of mega-events ‘in defence 
of our secular tradition' (a phrase that has 
become a slogan of sorts for Sahmat) in 
several metropolises and .smaller towns of 
the country; these mega-events, including 
'Artists Against Communalism', 'Anhad 
Garje’, 'Images and Words’, and 'Mukt 
Naad’ amongst others, have been most 
creatively and imaginatively designed and 
professionally organised; these events have 
seen the participation of a galaxy of 
established and upcoming artists and 
intellectuals; these artists have included a 
large number of classical musicians and 
dancers, hitherto often averse to political 
protest; these events have gone a long way 
in recovering for anti-communal discourse 
our very large and varied syncretic heritage; 
Sahmat has produced a large body of material 
including books, posters, pamphlets, cards, 
exhibitions, and, audio and video cassettes 
and ensured its efficient distribution. 

These are, as 1 said, spectacular 
achievements. Moreover, Sahmat has 
sustained aconsistently high level of activity 
in the face of repeated attacks and threats 
by communal forces, particularly the 
numerous fronts within the Sangh parivar. 
Not only has Sahmat never succumbed to 
these threats, it has in fact staged events at 
strategically and symbolically important 
locales, such as Shi vaji Park, barely a stone’s 
throw away from Shiv Sena headquarters, 
or at Ayodhya. Sahmat has dared, to use 
Che's eloquent phrase, to live in the belly 
of the beast, and it has lived courageously. 
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Saha**, then, has been forever inventive, 
forever creative, superbly organised, and 
always brave. It has, to a very large extent, 
been successful in harnessing the energies 
that were released with Safdar's murder in 
1989, and precisely for this reason one has 
watched, with increasing distress. Sahmat’s 
movement, much like a Greek tragedy, 
towards its present denouement. 

But the tragedy is fully comprehended 
only if we recall who Safdar Hashmi himself 
was, what he lived for, and perhaps most 
importantly, for that became the cause for 
Sahmat’s birth, what he died for. 

II 

As Safdar lay dying in a Delhi hospital 
on the evening of January 2, 1989, several 
outraged artists addressed a press conference 
to condemn the attack that killed him and 
Ram Bahadur, a factory worker. Few of 
them, however, knew that the press 
conference had been summoned by Safdar 
himself a couple or so days ago. Janam had 
been chosen for an awaid for its work for 
communal harmony by a non-governmental 
organisation. Incidentally, the award was 
worth Rs 10,000, which, in those pre¬ 
devaluation days, was still some money. 
However, when he learnt that the award was 
to be presented by H K L Bhagat, notorious 
for his role in the 1984 anti-Sikh riots, Safdar 
took a firm stand: the award had to be 
rejected. The press conference on the second 
was to announce this decision. 

1 mention this incident because it gives 
a pretty clear idea about both Safdar* s politics 
of principles and about how he approached 
questions involving money. 1 remember, in 
fact, that someone suggested the via media 
of not being present at the award presentation 
in protest, but accepting the award, because 
the host organisation itself was clean. Safdar 
was adamant. The award was rejected 
outright. 

What was this - starry-eyed utopian 
idealism, non-appreciation of the ‘hard* facts 
of life, or plain stubbornness? None of these, 
1 should think. Safdar was not, to use Ashok 
Mitra’s memorable quip, a gentleman, he 
was a communist. This was the central fact 
of his life, and governed all his actions. This 
is neither the space nor the occassion to 
construct a biographical account of his life 
and work. So let me just take up three issues 
- his attitude, towards funding agencies; 
towards the state and the party that then ran 
the state, Congress(I); and towards his own 
work of cultural activisim - to underline 
Safdar’s own intensely political view of life, 
because that, in turn, has some bearing on 
the trajectory of the kind of cultural 
interventionism Sahmat has practised. 

Vis-a-vis funding agencies, Safdar’s stand 
is simply put: for all practical purposes, he 
rejected their overtures to Janam; not once, 


but repeatedly, and irrespective of whether 
these agencies were state, or corporate, or 
NGO. His logic was typical of his hard- 
headed pragmatism: under capitalism, 
funding agencies are Shylocks; they return, 
inevitably, for their pound of flesh. For 
him, it was a question of survival - once 
you start taking funds from such agencies, 
it is difficult to stop; compromise and co¬ 
option are natural offsprings of financial 
dependence, radical cultural activism and 
co-option simply cannot co-exist. Thus, to 
maintain artistic freedom and political 
integrity. Janam had to be financially self- 
sufficient. The overwhelming majority of 
Janam funds, to date, have come from the 
hat that is passed around after street perform¬ 
ances; the remaining from individual dona¬ 
tions Contrast this with Sahmat (though I 
have no intention to even implicitly indulge 
in a Janam-versus-Sahmat diatribe) - not a 
single significant Sahmat event has been 
organised, at least over the last six years or 
so, without either state or corporate funding, 
usually both. 

For Safdar, state support was out. What 
about the Congress(l)? Safdar began his life 
in theatre with IPTA in the early 1970s 
Initially, they performed on the platforms 
of both CPI and CPI(M). However, because 
there was some pressure inside IPTA to also 
perform for the Congress(I). a tactical 
decision was taken to not perform under any 
party flag directly. The issue, however, was 
never quite resolved, and when the pressure 
to align with Congress(l) became too much, 
Safdar and his comrades left IPTA and 
founded Janam. 2 

In other words, the refusal to tow a line 
of class collaboration became the very reason 
for the birth of Janam. This was in early 
1973 - the Congress(l) had recently won a 
handsome victory in the national polls on 
a catchy, populist slogan, the nationalisation 
of banks and abolition of privy purses was 
a recent memory, the Emergency was more 
than two years away, large sections of the 
left were still infatuated with the handsome 
profile of Indira Gandhi. In short, the 
Congress(U) was nowhere nearly as 
discredited as it has increasingly become 
since Sahmat came into being. Yet, Sahmat 
has never wasted a second thought about not 
only hobnobbing with Congress politicians, 
but also about taking funds repeatedly from 
that government run by that party. 

And, finally, how did Safdar view his own 
work of cultural activism? 

I do not see our work in terms of a cultural 
revolution. 1 think a cultural revolution is 
made by the Party and not by a cultural 
group... (W]c see a specific role for our 
cultural work in the process for demo- 
cratisation in our country. We help to 
motivate the workers, f or instance, to become 
active in the trade union movement... As 
such we play a kind of spiritual role, albeit 


a small part, in the broader democratic 
movement. 1 

In other words, cultural activism becomes 
meaningful only when it forges, daily and 
live links with the people; not ’people’ in 
the abstract, but with the exploited classes, 
particularly the working class; this link has 
to be mediated by the organisations that 
lead these classes, particularly organisations 
on the left; the theoretical base on which 
such cultural activism is articulated is that 
cultural activism, on its own, does not bring 
about change; that is the vocation of a party, 
a Communist party. Safdar saw street 
theatre within this overall framework as 
“basically a militant political theatre of 
protest. Its function is to agitate the people 
and to mobilise them behind fighting 
organisations’*. 4 

I am not arguing, of course, that Sahmat 
should begin to replicate Safdar’s work. Nor 
even that Safdar's theoretical framework 
would apply in toto to Sahmar - after all, 
Safdai was a CP1(M) member since 1976; 
Sahmat has had little to do with the party. 
My basic point is that Safdar’s framework 
was a radical one in its essence and that any 
organisation or platform taking its name 
from Safdar Hashmi would need, in order 
to derive legitimacy, to keep intact at least 
this radical essence. 

What's in a name, someone might quip. 
Well, nothing really, so long as the name 
is an empty icon. What the Congress(l) 
goons sought to kill on New Year’s Day 
1989 was not, however, an icon, empty or 
otherwise. And that killing, and the manner 
in which it brought together literally 
thousands of artists and intellectuals, not 
only led to the birth of Sahmat, but also set 
forth the agendas that were implicated in this 
birth - agendas that reflected the radical 
essence of Safdar’s framework. To those 
agendas, with their limited observance and 
altogether too frequent breaches, 1 shall now 
turn. 

Ill 

On January 11,1989, Shubana Azmi read 
out, from the dais, a protest note that was 
being circulated at the International Film 
Festival in Delhi. 

While performing a street play . Safdar 
Hashmi, member of ihc Communist Party 
of India (Marxist) and a well-known cultural 
activist, was murdered in broad daylight by 
the followers of a Congrcss(I) supported 
candidate. 

..We film makers and lilm lovers wish to 
register our protest against a system that on 
the one hand claims to promote creativity 
and on the other, connives in the murder of 
cultural activists s (emphasis added) 

Two things stand out. One, Ihc statement 
does not mince words, it states the culprit 
unambiguously to be the Congrcss(I), then 
the party in power at the centre/’ Two, it 
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recognises that Safdar* s murder was not an 
aberration - cultural extravaganzas, and the 
repression of radical cultural activists, are 
both pari of the same system, they are 
structurally linked One cannot look at one 
in isolation of the other, one cannot 
condemn the silencing ol alternative and 
critical voices while going along with the 
establishment on everything else In other 
words, one has to light against attempis at 
censorship (murder, after all is the logic 
ol censorship taken lo its macabre end), 
while simultaneously working out an 
alternative framework of cultural-political 
articulation 1 his ideological understanding 
led to the birth of Sahmat 
Four major agendas were implicated in the 
biith of Sahmat One given the specific 
circumstances of Safdar s murder it was 
natural that the right to the freedom of 
expression and dissent would be 
foregrounded by Sahmat Two since Sahmat 
had come into being as a result ol a very 
laigc number ol artists and intellectuals 
coming together spontaneously, the agenda 
for Sahmat included channelising this 
spontaneity into more organised and sus 
tamed links between artists and intellectuals 
from all over the country 
On both these there would be little debate 
inside Sahmat even today But the other 
two some may protest arc figments of my 
imagination So before I go on to those, let 
me quote from an catly Sahmat document 

Safdui Hashmi had been working with the 
idea of a u itnal and creative people s cultural 
movement one that would be fundamentally 
distinctfiomtheestablishmcnt spiopagation 
of mylhified folk cultuic 11 he reference 
heie is to Apna Utsavs and Festivals of 
India | This project is being woiked 
towards |Also 1 A multi media cultural 
centn. is proposed to bi set up where talents 
otherwise m p Icetc d or deprived [ Safdar had 
planned to set up sin. h a etntre in a woiking 
class iiea] would he able to develop the 
necessity skills and paiticipjle in 
thcoietjcally 01 icntcd workshops to advance 
then grasp and piactiee of a democratic 
cultuic appropriate to the aspirations of the 
people and expicssi\c of then human 
concerns 

The thud agenda informing Sahmat s birth 
then was to I orge closet links between artists 
and the people And the fourth, to evolve 
genuinely democratic people oriented forms 
ol cultural articulationtocountcrthcincrcas 
mg cominnditicafion and fctishisation as 
well as communal i sat ton of art 
For a while Sahmat seemed to more or 
less liilfill the promises that were contained 
in its bmh April 12 1989 Safdar s birth 
anniversary was proclaimed National 
Street Thcatie Day and saw at least 30 000 
street peiformant es being held all over 
India In Septemberc ame Chauraha, the first 


All-India Street Theatre Festival in Delhi 
On January 1, 1990, Sahmat led hundreds 
of artists and intellectuals back to Sahibabad, 
the scene of Safdar’s murder a year before 
In April, again. National Street Theatre Day 
was observed, followed by Janotsav (a huge 
'peoples’ festival' in Mangolpun, a working- 
class area in Delhi, where hundreds of artists 
interacted with the residents) and Cham aha 
in autumn 

Then, suddenly, came the first indication 
of a shift on January 1, 1991, Sahmat, 
contrary to expectations and suggestions, 
did not go back to Sahibabad, but organised 
its programme at Mandi House This proved 
not to be an exception All subsequent 
January 1 programmes by Sahmat have been 
held at Mandi House, 1990 was the last time 
Sahmat went to Sahibabad Sahmat has 
shown over the years that it is keenly aware 
ot the power of symbols and the symbolic 
importance of sites So why has Sahmat 
abandoned this site the sue of Safdar's 
murder 7 

The answer is that Sahmat seems to have 
decided not to have anything longer to do 
with the working class, its struggles, its 
aspirations This in a word is what V mean 
when I say that Sahmat has abandoned the 
radical essence of the framework Safdar 
had articulated m his writings and his work 
Let me try and validate this point by looking, 
one by one at the agendas that were 
contained in Sahmat’s moment of birth 
and examine how Sahmat has translated 
these into practice 

Sahmat has defended the right to freedom 
of expression in a number of celebrated 
cases the attacks onGulammohamad Sheikh 
in Baroda, Mushirul Hasan in Delhi, Nikhil 
Waglc and Mahanagann Mumbai, Taslima 
Nasrecn in Bangladesh, the moves to ban 
Salman Rushdie s novel and so on These 
arc all as I said, celebrated (though perfectly 
genuine) cases But what about the uncele¬ 
brated cases 7 Shabana Azmi, defending her 
protest at Safdar's murder while remaining 
silent at the murder of a Congress MLA in 
Vijayawada (leading to riots) had argued 
'A Congressman is also a human being and 
his death would also have to be deplored 
But when a Congressman is killed you don’t 
need to speak because the whole party comes 
in large numbers This spirit of 
partisanship this perspective where those 
with little institutionalised support, those 
with no hope of making it to the front page 
(or any page) of national dailies, their nghts 
are defended their cases brought into the 
open, has been by and large missing from 
Sahmat's work This is all the more 
unfortunate since Sahmat, with its numerous 
arteries of communication on an all-India 
basis, is perhaps uniquely placed to bring 
to light attacks on the uncelebrated in those 
god forsaken corners of the country 


Similarly, one wonders why Sahmat's 
lobbying against the authoritarian Dramatic 
Performances Act, 1876, has been all but 
given up in recent years 

As a parenthetical aside, one may recall 
one instance where Sahmat protested in a 
case that was at least ambiguous the alleged 
attacks on the City of Joy film crew m 
Calcutta The least Sahmat could have done 
was to check the veracity of press reports 
with Buddhadev Bhattacharya, a Sahmat 
trustee, who was himself m the centre of that 
controversy In the event, Sahmat ended up, 
though implicitly, protesting against its own 
trustee * 

The second agenda, that of bringing artists 
together on political questions, has been 
successfully implemented on the face of it 
However, in the last five years or so, Sahmat 
has mobilised artists only on the issue of 
communahsm In 1990, Sahmat had 
mobilised artists against US imperialism in 
the Gulf War, and later, to defend Cuba’s 
sovereignty In 1991 Sahmat had helped 
organise a cultural sit-in against Super/ 
Special 301 and Carla Hills visit to India 
These events, one had hoped were the 
beginning They proved, unfortunately, to 
be the end In today’s India with the satellite 
invasion bringing imperialism into our 
drawing rooms, with more and more 
Hollywood blockbusters being dubbed in 
Indian languages, with Indian arts becoming 
more and more commercialised, with more 
and more traditional arts and crafts being 
unable to sustain themselves in the face of 
the cultural and economic offensives of both 
the domestic and international bourgeoisies, 
one would have thought that the myriad 
processes c (inflated in the term globalisation 
concern artists as much as anyone else 
Sahmat evidently does not think so Because 
apart from one seminar co-hosted by Sahmat 
last year it has remained silent on these 
issues 

One wonders why Does it have something 
to do with Salhmat’s major source of funds 
being the corporate sector and the state 7 I 
hope not 

On the question of forging closer links 
between artists and the people it would be 
silly to deny that there are 'people' in Sahmat 
programmes, sometimes a thousand or so 
The important issue is what I stated above 
the working class has virtually disappeared 
from Sahmat’s zone of consciousness To 
put it more harshly, Sahmat has become 
terribly elitist 

It wasn’t always Janotsav (1990) was a 
unique and tremendously successful attempt 
at forging the link I am talking about The 
exhibition 'Images and Words' sought to do 
the same, differently Chauraha, the festival 
that celebrated street theatre, was last held 
in 1991, the very year Sahmat claimed it had 
become "an annual feature’* Incidentally, 
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Sahmat once «w street theatre "As a core 
element of a genuinely people's culture*', w 
Similarly, programmes like getting 
autorickshawdri vers in Delhi and taxi {In vers 
in Mumbai to compose and write couplets 
on communalism on their vehicles have been 
one-shot affairs. In the last five years, Sahmat 
has not ventured into a working-class area 
in Delhi, Sahmat's base. 

This is of course, aquestion of the political- 
ideological location Sahmat has sought for 
itself, but it is also, one would argue, a 
question of the creative and aesthetic horizon 
of the artist. Take the case of Janotsav. When 
Vivan Sundaram creates a canvas with 
Mangolpuri youth as his co-painters, or when 
Parthi v Shah holds a photography workshop 
for children who have never before held a 
camera, or when M K Raina simply gets the 
NSD Repertory to perform in Mangolpuri, 
they are, of course, imparting something to 
the local residents, but they are equally 
drawing something as well, for such 
collaborations can, and do. have a more or 
less lasting impact on the creativity of the 
artist him/herself. 

It is difficult, for me at least, to put the 
Janotsav experience into words. But at a 
most basic level, 1 think all who were there 
would agree, there was something 
tremendously stimulating in just working 
together with young people who may or may 
not be concerned with aesthetic theories, but 
who created sheer magic when they captured, 
seemingly effortlessly, fragments of both 
the extremely harsh and the deliciously tender 
truths of their existence in their creative 
output. By denying itself such experiences, 
the community of artists denies itself 
opportunities to expand its own creative 
horizons. 

On the fourth agenda, that of countering 
the communalisation of the cultural fabric, 
and the commodification and fetishisation 
of cultural practices and artefacts, I shall be 
brief. Simply put, Sahmat has concentrated 
increasingly and almost exclusively on the 
former, to the virtual exclusion of the latter. 
I have already indicated how Sahmat has 
becomeover the years a single-issue platform. 
But even on this issue, anti-communal ism, 
Sahmat’s actions have been politically 
problematic and ideologically constricted. 
That discussion, however, merits a seperate 
section. 

In essence, then, my argument is that 
Sahmat’s history ofseven and a half years 
has been characterised by a declining 
trajectory of radicalism and an inclining 
trajectory of elitism. There would, iff 
course, be those who would protest at this: 
they would much rather sec this history as 
a transcendence, a sort of going beyond, 
the individual figure of Safdar Hashmi n 
short, as growth. They are welcome to their 
view. 


IV 

i 

When Sahmat decided, in the wake of the 
destruction of the Babri Masjid by a mob 
led by the Sangh parivar, to go to Ayodhya 
and stage an event. Mukt Naad. that would 
seek to highlight and recover the rich 
syncretic and secular traditions that this 
small north Indian town has nurtured, it 
became an event as controversial as it was 
brilliantly conceived. The trouble, however, 
was that it generated controversy for all the 
wrong reasons. 

To recapitulate very briefly, the Sangh 
pari var objected to one panel of theexhibition 
’Hum Sab Ayodhya 1 that was a part of Mukt 
Naad. The concerned panel was of course 
only an excuse - the Sangh parivar would 
have tried to prevent Mukt Naad from being 
held anyway. Typically, to this end they 
used every possible method: judicial 
intervention, parliamentary debate, plain 
intimidation, malicious rumour-mongering, 
and physical attack. In the end, however, 
Mukt Naad was staged. 

A number of people who had defended 
Sahmat in print or otherwise were, however, 
uncomfortable with Mukt Naad for an 
entirely different reason: the bulk of the 
funds for Mukt Naad had come from the 
ministry of human resource development, 
headed by the then Congress (I) heavy 
weight, currently a co-accused in thehawala 
case, Arjun Singh. Sahmat's defence was 
along entirely expected lines. What was 
wrong in taking money from the state which, 
after all, is the tax-payer’s money, for an 
intervention on a question of crucial national 
importance? Nothing really, so long as the 
question is posed in an abstract, de- 
contextualised form. The trouble however 
is that, as the placard in Bertolt Brecht's 
study (noted by Walters Benjamin in his 
diary) put it, 1 'Reality 1 is concrete'. 

In this case, in fact, the reality was so 
concrete that one wonders how Sahmat ncvci 
saw it. Quite aside trom the fact that Sahmat 
was taking money from a government run 
by Safdar's murderers, there was also the 
specificity of Ayodhya itself. In attempting 
to reclaim Ayodhya for secular forces, 
Sahmat was being funded by the same 
government run by the same party that had, 
curing the crucial days of December 1992, 
by its very inaction connived with the 
forces of fascism to ensure that the tragedy 
of the 6th did, in fact, take place. It suited 
the Congress perlectly well to have an 
outfit with impeccable secular credentials 
at the doors of its government asking for 
largesse. 

But this was not all. Arjun Singh, then 
involved in a fierce inner party struggle to 
displace Narasimha Rao, made a not-so- 
quiet appearance at the Sahmat function. In 
the end, Sahmat ended up being a pawn in 


the hands of the Congress (I), or even worse, 
one regional satrap within it. The BJP, being 
nobody's fools, saw this elementary fact that 
had somehow escaped the notice of Sahmat 
decision-makers, and sought to discredit 
Mukt Naad on this score. Tragically, the BJP 
was not too far from the truth. 

One may well argue of course that the end 
justified the means, and thus justify state 
funding. I don't know about others, but I 
am not at all certain that Mahatma Gandhi, 
whose 125th anniversary Sahmat 
subsequently celebrated with much fanfare 
and government money, would have agreed. 
He at least would have seen that when the 
hand that gives money is bloodstained, the 
colour of the money is not green, but red. 

In a lighter vein, let me recall Walter 
Benjamin's diary yet again. Apparently, 
under the placard that said 'Reality is 
concrete 1 , Brecht had placed a toy donkey 
with another placard around its neck that 
said, 'Even I must understand it’! 

Evidently, Sahmat has nothing to learn 
from Brecht because it has now gone ahead 
and organised not one, but two programmes 
for the Delhi police. Sahmat may be afflicted 
with amnesia, but others would surely 
remember the gruesome days of November 
1984, when this same police gleefully let 
2,000 Sikhs be murdered within four days. 
And as 1 write these lines, the Delhi police 
is helping the BJP administration in 
identifying 'infiltrators 1 from Bangladesh - 
and we all know what that means. One 
wonders since when has providing legitimacy 
to such a force become the vocation of 
otherwise progressive and staunchly secular 
intellectuals and artists. 

1 am not arguing that Sahmat or anybody 
else should not intervene with secular 
propaganda in the organs of the state, 
particularly the police. Thus, had Sahmat 
carried out, let us say, a programme to 
sensitise the police personnel as part of a 
training programme, 1 for one would not 
protest But the Delhi police functions, both 
of them, were not that: these were public 
functions hosted by the Delhi police, designed 
to portray it as an upholder of secular values 
in from of the very people who have in the 
past borne the brunt of the same force's 
communal ferocity. A bit like what it would 
be if the PAC went tomorrow to Maliana 
and hosted a mushaira on 'quanii ckta' 1 

Sahmat has apparently chosen to ignore 
such niceties. Just as it ignored, at the Delhi 
police concert at Red Fort, the dais, which 
was shared, among others, by S B Chavan, 
Shiv Sena's golden-eycd boy and ex-home 
minister, and Madan Lai Khurana, BJP 
strongman, hawala co-accused and cx-chief 
minister Or as it later ignored, at the February 
mushaira, the poster issued by Delhi Vyapai 
Mahasangh, a BJPoutlit headed by Vasudev 
Kaptan, BJP MLA, who reportedly shared 
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the dais with the poets, mobilised by Sahmat 
Communal harmony is surely a desirable 
aim, but a communal harmony 1 that com- 
munahsts themselves seem quite at case 
with, seems a dubious proposition Frankly, 

1 don’t know how to characterise these latest 
actions of Sahmat is this called living in the 
belly of the beast, o*- is it quite simply 
cohabiting with it > 

Polemics apart the larger question endures 
Why has Sahmat betrayed such a complete 
lack of even elementary political under 
standing ? 1 think the answer has to do with 
the fact that Sahmat seems to have adopted 
a highly constricted ideological position 
vis a vis communalism On evidence of its 
actions, Sahmat seems to take the position 
that aligning with anyone is justified so long 
as it thinks the cause of anti-communalism 
is served This is the logical outcome ot a 
view that sees communalism as a discrete 
phenomenon unconnected with larger 
social, political and economic processes 11 

Cleaily, this is not so To take just one 
example, it would be possible to demonstrate 
that the nse of fascist it Hindu! va in Mumbai 
m the 1990s is connected to the concurrent 
processes of liberalisation of the national 
economy, the infusion of transnational 
capital into Mumbai the spiralling real 
estate prices and the concomitant rise ol 
a land mafia, the increasing lumpenisation 
of a working class faced with closures and 
a drop in its real income, the kulakisation 
of the Mahaiashtnan hinterland and the 
gradual demise of the Nehruvian paradigm 
of development based at least notionally 
on ideas of self reliance and national 
interest One may debate the specifics of 
these linkages but lew would dispute their 
existence 

Communalism is not then merely a 
cultural phenomenon nor even a narrowly 
political one (ic the mischief ol some 
parties) It is part of a pro big business pro 
imperialist worldview one that implies a 
certain paradigm of development as well As 
Prabhat Patnaik puts it The anti fascist 
fight is intrinsically linked to the fight for 
an alternative souo economic trajectory of 
development which is compatible with the 
strengthening ot democratic structures” 1 
These words wcie spoken from a Sahmat 
platform but do not seem to have informed 
Sahmat s actions 

I do not mean that Sahmat should take 
over the work ot political parties Thai would 
be absurd Yet surely il Sahmat is serious 
about its anti communal fight it would have 
to seriously consider using its immense 
icsources organisational artistic and intel 
lectual to oifei a uitiquc ol at least the 
cultuial aspec is of the larger socio economic 
conjunture Simply and more directly put, 
Sahmat’s anti communalism would remain 
woelully inadequate unless it is tomplc V 


mented by a critique of imperialism and 
those two enormously seductive catchwords 
it flaunts, globalisation and liberalisation 

V 

What is the future ot Sahmat 7 The worst 
case scenario is that Sahmat will be totally 
co-opted by the stateand the corporate sector 
That, however, is an unlikely scenario 
Sahmat has within its fold a very large body 
of truly progressive, even radical, artists and 
intellectuals One hopes that they will exert 
pressure within Sahmat tor a return to the 
agendas history had set out in Sahmat's 
moment of birth How those agendas are to 
be articulated in the present histoncal con¬ 
juncture how a more radical mode of cultural 
intervention i s to he worked out and perhaps 
most crucially how funds are to be generated 
lor these projects are questions best left for 
discussion inside Sahmat It has no dearth 
of artistic and intellectual talent Sahmat can 
find a way out if it so wishes All hope is 
not lost Not yet anyway 

Notes 

I At the apex is a Board of Trustees but all 
decisions are actually taken by an unofficial 
core group which looks after the actual 
functioning of Sahmat often in consultation 
with a lorgergroupof individuals who happen 
at that point to be active m Sahmat Thus 
though Sahmat is essentially a platform of 
individual artists and intellectuals it has also 
acquired a recognisable ideological political 
thrust 

Incidentally one tiustee has recently 
resigned to protest Sahmat s extending help 


to the Delhi police, and another hai gfaenop 
being a managing trustee, while retaining 
ordinary trusteeship 

2 For more details, see Safdar Hashmi, The 
Right to Perform Sahmat, 1989, pp 150*52, 
New Delhi 

3 Ibid p 179 

4 Ibid p 9 

5 Reproduced in the catalogue of protest, Scfdar, 
published by Sahmat in early 1989 

6 In fact all early Sahmat publications stale this 
fact, so this need not normally excite wonders 
But in the latest Sahmat statement on the 
murder released on January I 1996, 
Congress(l) goons have suddenly 
metamorphosisedmto 'criminals with political 
patronage' 

7 See note on Sahmat in the brochure released 
for Chauraha 89 

8 Sireen January 20 1989 quoted in protest 
catalogue Safdar 

9 From a Sahmat folder that briefly describes 
the major events it had organised till then 

10 From the brochure of Chauraha 89 

11 One may recall here the poster issued by 
Sahmat immediately after the Babn masjid 
was destroyed which said in rough trans¬ 
lation No slogan* today only the country 
has to be saved - this of course was a 
slogan and a remarkably non-political 
non ideological one at that' But apart 
from this there is no other document that 
actually outlines Sahmat's position in 
distinction with the positions of individuals 
in Sahmat on communalism Thus my 
discussion is necessarily conjuncture! 
based on what can be inferred from 
Sahmat s actions 

12 Prabhat Patnaik The Fascism of Our Times 
Sonal Scientist Vol 21 Nos 3 4 March 
April 1993 p 76 
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REVIEWS 


In Search of Growth with Equity 

Ashok Mitra 

Accumulation Exchange and Development: Essays on the Indian Economy 

by Krishna Bharadwaj; Sage Publications, New Delhi, pp 402, Rs 3S0 (cloth), 
Rs 195 (paper). 


IT is no easy task to build a bridge between 
emotion and intellection. Krishna Bharadwaj 
belonged to the rarest breed who succeeded 
in that venture. As she viewed it, a paradigm 
which harmonises the cause of growth with 
that of social equity is what matters most 
in economics; the rest is dross. She had 
sorted out fairly early the doubts and cobwebs 
which impede the search for this paradigm. 
Classical political economy, she judged, 
provides the appropriate tools of analysis for 
the explorations she had in mind, for is not 
the generation of surplus - the accumulator 
process - crucial for growth and does not 
classical analysis illuminate the path of 
accumulation? The mechanism of growth 
and accumulation enables the classical 
apparatus to solve, in a manner of speaking, 
the problem of distribution too; production 
and distribution are not discrete categories; 
resolving one set of issues renders the answer 
to the other set as well. 

Further questions however lie in wait. Just 
any pattern of distribution would not do, it 
has to be an exploitation-free distributive 
arrangement. There is, besides, the nagging 
matter of allocational efficiency at each point 
of time. Krishna had not the least hesitation 
to face the issue squarely: even her ideological 
bete noire , the neo-classical schemata, she 
straightaway granted, has relevance in an 
environment marked by claustrophobic 
scarcities. Micro-optimising exercises are 
nonetheless entangled in their own 
contradictions. The Impossibility Theorem, 
for example, casts its shadow. If at the end 
of the day's travails, the prospect is still of 
losing one's way in a labyrinth of negations, 
something must be wrong with the choice 
of the route itself. In any event, growth has 
to remain as the centrepiece of attention. 
And no state-of-the-art variants of Euler's 
Theorem can satisfy the challenges posed 
by one's instinctive urge for social justice. 

Krishna Bharadwaj could have, at this 
point, taken shelter behind her classical faith 
and made it into a dogma. She did not; her 
generosity would not let her. Not to give a 
fair hearing to adversaries is contrary to 
civilisation; it was not in her metabolism to 
deviate from civil discourse. 

Consider each of the essays assembled in 
this posthumous volume. Whether it is a 
discussion of competing hypotheses on price 


formation or an analysis of agriculture- 
industry relations or an appraisal of 
assumptions underlying alternative growth 
theorems or an enumeration of the technical 
factors influencing trends in Indian 
agriculture or a survey of the entire gamut 
of farm price policy, there is not a trace of 
harum-scarum rushing about. Not for a 
moment would Krishna allow her readers to 
forget that she cherishes a particular set of 
values. She has a structure of logic worked 
inside out supportive of this value system. 
She can relate her analysis to the overall 
processes of a preferred politico-economic 
arrangement; she can also deploy, with 
felicity and precision, data to establish her 
point of view. That does not make her either 
impatient or intolerant of other formulations 
though. Perhaps it is her long stint as teacher 
which shows up here. When you face a 
group of eager young faces, you have to 
respect their curiosity; you place yourself in 
their court; you permit them the opportunity 
to assess for themselves whether the ideas 
you put across are more or less convincing 
than what other theories offer. 

Given such integrity, Krishna is never at 
a loss to tackle the subjective-objective 
dilemmasocial scientists are constant victims 
of. She has no problem in co-existing with 
the marginalist crowd even when she dislikes 
their basic ideology; she isequally charitable 
to colleagues in the profession who choose 
to disown the corpus of Keynesian and neo- 
Keynesian macro-economics because of its 
failure to explain the specific crisis afflicting 
capitalist economics in the post-world war 
II period. Prescriptions of the 4 stop-go' type, 
when applied, are unable to make any dent 
on chronic unemployment. State intervention 
consequently gets a bad name. Their distant 
of the social preference function persuades 
this or that group of economists to cross over 
to, of all things, Rcaganism-Thatcherism. In 
a reversal of the historical tradition of 
philosophers guiding kings, kings begin to 
be audacious enough to take charge of the 
ideological content of the agenda; the role 
of economists is thereby reduced to mere 
kibitzership. Krishna would put up neither 
with this degradation of the economic science 
nor with the phenomenon of escape into 
abstruse, throwing-up-more-questions-than- 
an&wers exercises concerning moral themes 


some practitioners of the science have opted 
for. She is, in any case, always reluctant to 
be very far away from her own moorings: 
sectarianism has to be eschewed; economics 
must not only unravel the conundrum of 
non-growth and non-absorption of labour in 
capitalist societies, it must extend its gaze 
to the world's vast underdeveloped territories 
that are habitat of millions and millions of 
dispossessed, deprived humanity. This meant 
to her the iteration and reiteration of such 
classical leitmotivs as are not bound by the 
rigidities of either time or assumed political 
and social structures. 

All this constituted a huge jig-saw puzzle. 
The picture of the total landscape was 
nonetheless clear to her. She had thought 
through the complex issues of agriculture- 
industry relations unfolding during the 
process of accumulation; she had reached 
her conclusions, and had them empirically 
verified by Indian data. She was nontheless 
keen to evaluate the worthwhileness of her 
hypotheses against the touchstone of history. 
The central issue was of labour absorption 
even as accumulation proceeds according to 
its own rationale. In the early phases, the 
markets are disjuncied and yet they are subject 
to the law of interrelations; heterogeneities 
featuring these interrelations throw up 
analytical conundrums which require to be 
resolved before one could advance further. 
It was, for example, important, she felt, to 
delve into the influence incentives exert 
upon production. She perceived the 
complexities arising on account of the 
fractured nature of the market in countries 
such as India. Still, she would, not confuse 
the trees for the forest. Capital accumulation 
of course is the overriding concern, and 
efficiency should accompany capital 
formation. But accumulation for what, and 
what arc the criteria for efficiency? The 
focus has to be on the absorption of labour, 
and the context should be as much the over¬ 
capitalised social frameworks in the west as 
third world nations seemingly burdened by 
immense population pressure. While the 
external nature of the problem differs in the 
two situations, the basic quaesitum is the 
same. Once employment or labour gains 
prominence in the agenda, new light is 
thrown even on the allocational problem, 
and the endeavour proceeds full steam to 
separate analytically economic arrangements 
that tend to move toward equilibrium from 
those that do not. 

Had she some more time, Krishna would 
perhaps have succeeded in reconciling these 
seemingly matching and non-matching 
paradigms. That was not tobc .Accumulation, 
Exchange and Development is therefore in 
the nature of a work-in-progress. The essays 
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included here were composed in different 
contexts foi Krishna each such occasion 
was anothci opportunity to construct an 
integrated strut lure of economic dynamics 
Three mov able targets attain a linkage in her 
tentative schemata At cumulation - the 
creation oi surplus blends with the process 
ol cxc hange and is actually the determinant 
of the process the distribution of output and 
the allocation between consumption and 
accumulation get harmonised with each other 
and at the same time ideally s uisty the 
productive urges ot the system Because of 
surplus generation, output moves to a higher 
plane at each point of lime And because of 
multiple possibilities regarding the division 
of the national product between consump 
tion and capital formation on the one hand 
and wages and piofits on the other the 
scope is wide open for an alternative scries 
of exchange ariangemcnts which simul 
lanoously optimise accumulation growth 
and employment 

The unityol logic underlying this structure 
of ideas was dear to Krishna s heart Her 
terminal illness in an advanced slate, she 
knew she had to hurry t ven as these ess lys 
were being put togethei she pul m the t xlra 
effort to contribute an introductory note as 


if to ensure that her overall perspective does 
not get obscured The spacing of the essays 
in three sections (the Accumulation View, 
Processes ot Production and Exchange in 
the Agrarian Economy, and the Course ot 
Development) really spellsout the framework 
she was trying to reach out to l xchange is 
an intermediate station Markets that is to 
say are not by themselves, of mudi 
significance They arc a part of a total story 
of whic h they aie not the main determinants 
cither The beginning of the storv is 
accumulation accumulation culminates in 
growth the market phenomenon intrudes in 
between Markets have no independent 
organism though they reflect the pheno 
mcnonot factors interacting with one another 
The modus opttandi ot such interactions 
cannot however be separated from that of 
surplus generation and, therefore ol growth 
In the woild envisaged by Krishna 
everything tends to fall in place The 
exchange market reflects lactor relations 
and lactor relations are a constant function 
ol accumulation and the technological 
ambience One can only speculate here 
Perhaps Krishna wanted toinlonn hei friends 
and students that economics as a science 
aims at hartnon> the hatmony which is 


attained when all dialectical struggles in the 
economic world come to a surcease These 
struggles and conflicts cannot be wished 
away though, they are necessary adjuncts of 
the mechanism of growth Should the 
dialectics proceed along right lines, social 
justice too will come up trumps at the end 
Krishna harps continuously on the 
intricacies of the market place This is only 
natural, confrontations between factors and 
sub factors of production cannot but lead to 
diverse often unstable, equilibria If she 
were around one would have picked a quarrel 
with her Why be coy why not shed the 
vestiges ol what Marx called vulgar 
economics and own up the (act that lactors 
icprcscnt classes 1 An admirer of Piero Sraf fa 
she prefers to understate, and is leluclant to 
make it explicit that factors aie not inert 
ent ities t hey reflet t c lasses and class intci csts 
Market confrontations arc in that sense 
aspects and manifestations of class warfare 
Krishna would rather lotmulalc her 
hypotheses and conduct her analysis with 
a different set ot nomcntlaluies Is there 
much gain to enlightenment from this 
demureness though 7 
She alas is no longer around the debate 
stands prorogued 
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In this, the second of a three- 
volume study on the Indian 
economy, the late V M Dandekar, 
one of India’s most eminent 
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Renaissance and Enlightenment 

Sharad Patil 

Critique of Hinduism and Other Religions by Tarkteerth Laxrnanshastri Joshi, 


Popular Prakashan, Mumbai, 19%, pp 

The notion that matenalism is immoial and 
mysterious spiritualism is moral is utterly 
false In fact mysterious spiritualism contains 
in it a vulgar and base materialism while 
scientific materialism is full of ideal 
spiritualism (p 134) 

TARKTEERTH LAXMANSHASTRl 
JOSHI, who passed away at the ripe age of 
93 on May 27 1994 was not only an eminent 
indologist but being a Royist was also a 
Marxist scholar a rare combination indeed 
He makes his traditional historical materialist 
methodology dear at several places (pp 7 
18 19 196 etc) in the book under review 
His present work is comparable to B R 
Ambedkar’s The Buddha and His Dhamma 
(1956), m which Ambedkar compares all the 
prominent religions in India with the 
Buddhist religion tn order to show why he 
pretcis Buddhism to all other ichgions Joshi 
was a younger complemporary of Ambedkar 
(1890-1956) Joshi thought that religion 
would come to an end with the end ol class 
struggle (pp 40-41) i c with the socialist 
revolution for the accomplishment of which 
he visualises a renaissance In order to 
preclude misinterpretation I quote him 
verbatim 

Buddha and the 7 eerthankars did not accept 
the class system however even when the 
age of their influence on the Indian society 
dawned, the hold of Chaturvarnya system 
or c lass system was as firm as evet One can 
even say that Manu s rule survived and got 
consolidated The idealist philosophers like 
Ramaknshna, Vivekanand, Mahatma 
Gandhi, Aurobindo Ghosh, Radhaknshnan, 
Vinoba Bhave, Jayprakash Narayan etc 
were struggling to find meaning of the 
humanist social structure, fit for the new 
age, in the ‘Mokshavadf spiritualism It is 
however quite doubtful, as to how far 
successful would they prove in changing the 
authoritative social structure in India An 
intellectual revolution, severing all relations 
with the entire Indian tradition, alone will 
break the dawn of social revolution in India 
Without it. there is no hope of ending this 
long night of deep darkness (pp 186-87) 

Firstly, all the personages listed by Joshi, 
however, had no intention or programme of 
abolishing the caste system On the contrary, 
all of them, except Jayprakash Narayan, 
were supporters of the system to a greater 
or lesser extent Secondly, Joshi finds nothing 
in the entire Indian tradition that will be 
useful for forging the intellectual revolution 
or enlightenment Thirdly, in spite of his 


202 + xi, Rs 150 

immense erudition he is not decided as to 
whether the thing to be abolished is a caste 
system or a class system, the reason being 
that he has not severed his umbilical cord 
from the class methodology of histone al 
matenalism Indian Marxist scholars study 
the caste system of India, past and present 
with the help ol their class methodology 
That is why Joshi says on the one hand that 
the Upanishads and the darshan philosophies 
accomplished an intellectual and social 
revolution in putting an end to the Vcdic 
concepts and society (p 81) while on the 
other hand he argues that Buddha s ti me was 
that of a social transition (p 118) implying 
thereby that Buddha was a social reformer 
and not a revolutionary As against this 
Ambedkar affirms that Buddha was a social 
revolutionary meaning that he achieved a 
social revolution A social revolution needs 
an enlightenment while a sot tal transition 
need not go beyond renaissance That is why 
the untouchable Ambedkar wanted an 
enlightenment a revolution in thought to 
prepare forthecaste-annihilatory democratic 
revolution, while the elite Joshi wishes his 
book to serve the puiposc of renaissance 
It should be noted that Joshi docs not even 
mention the names of Phulc arid Ambedkar 
the greatest revolutionary plnlosoptuis of 
modern India 

Joshi cites the definition of religion given 
by various authorities Theie is general 
agreement on the proposition that religion 
emerged out of primitive magic of primitive 
social groups (pp44,47, 74 145) But was 
primitive magic itself the primitive religion 7 
Though Joshi notes that religion is differeni 
from primitive magic (p 161), nevertheless 
he identifies religion with pn mi live magic 
(pp 88,103), which prevents him from tracing 
the passage of primitive magic (maya) to 
religion This histoncal transition can be 
different for different countries due to their 
having different kinds of primitive societies 
There is enough evidence in ancient Indian 
literature to trace this passage I have shown 
in Dasa Sudt j Slavery, (p i), that the pre- 
religion term ‘dharma* for primitive magic 
meant ‘ritual promiscuous copulation' 
resorted to by the Indian primitives for the 
reproduction of their society and nature 1 
This sotiety was pre-tnbal and it conducted 
its affairs through one-tier democracy When 
this society (or social groups) turned into 
a gynocratic tnbe through agriculture it 
practised the two-tier democracy of ‘samm’ 
(panshaci) and sabha’, of which the former 


came to be known as the periodic yajnatrtbf 
assembly 2 Joshi makes a passing referenc 
to mattiarchy (p 39) but does not menuo 
that therein maya wasperf ormed exclusive! 
by priestesses His statement that Adib wa 
the sky deity is incorrect The Vedic sky 
deity was the male Dyo According fc 
Nigliantu (1114) Aditi is a synonym of th 
earth mother Pusha, according to Joshi, wg 
the sun god (p 106), while Nighantu (I I 19 
shows that Pusha also was a synonym of til 
edrth mother The transformation of Push 
into a male god and then into the celestla 
sudra vama during the Upanishadic perta 
shows that males had usurped the mos 
important function of maya from women am 
that maya had turned into sacrificial ‘karma 
kanda of the new tnbal vama slavery Whei 
a c aste (vama) of priests performs maya nc 
on behalf of the whole tnbe but for prosper^ 
and domination or the high castes of the tnbe 
maya turns into teligion 
Nonetheless the central objective of botl 
maya and religion was the reproduction o 
the society and universe, which is berf 
illustrated by the Purusha medha hymn O 
the Rgvcda (X 90)' This is the basis o| 
which rose the universal religion amf 
philosophy ol the Upanishads 

Two Foi 1) C HARACTFR Oh INDIAN HISTORY 


Though it is agreed that the transcendents 
world common to all religions arose out o 
the dream perceptions of the dead ancestor 
by the primitives Joshi does not exp)ai ( 
how those two worlds became mutuall 
antagom slic opposites The conception itsel 
implies that onto they were in a mutual!! 
non antagonistic unity But was the ‘otlw 
world then celestial ’ The ancient India 
htciature again he Ips us out The great moths 
goddess Mater Maluta’, being tn 
deification of the earth resided in tn 
cemetery, the habitat of the manes the sacra 
grove of the ‘pitr-lok , where she daHicj 
with her sacred consort Aryan patriarch 
wrenched this pitr-lok from its earthly aboq 
and transported part of it to the celestii 
regions called paradise to which admissio 
became restricted to the higher vamas, win 1 
the transcendental gynocracy proper ws 
pushed down to the nether world to fort 
the hell presided over by the Naraka-dej 
Nirrti, the primal mother goddess of th 
Sindhu civilisation, and ruled by the rebj 
Rakshasa pnest-king Bali due to which ti] 
*preta-lok' was called Bali-sadma 4 
Joshi correctly notes that the mstitutui 
of sramanas and the last two asramas, vi 
vana-prastha and sanyasa were the creatic 
of the Sindhu civilisation which he ca^ 
‘non-Vedic highly cultured communitie 
(pp 107,113) He includes the bhikshusar 
panvrajakas (renounccrs) in the srama t 
tradition and goes on to say that the tu 
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universal religions of the Jaf nas and Baxscklhas 
belonged to this non-Vedic tradition. But, 
he does not explain as to why these sects 
off renounces or dissenters belonged to the 
non-Vedtc tradition or the Sindhu 
civilisation, though his observation that the 
pie-Aryan civilisation was more 'highly 
cultured’ provides the answer. It means that 
the protest of the sramanas, bhikshus and 
parivrajakas originated not in the Vedic 
period but before it. and it also means that 
the varna system originated not with the 
Aryans but with the pre-Aryans. These 
meanings give us a better understanding of 
the difference between the two traditions, 
the brahmanic and the sramanic. The 
Brahmanas lived within the Aryan varna 
system as the highest varna and hence they 
did not revolt against it. while the Jain 
sramanas and the Buddhist bhikshus lived 
Outside the varna system and hence they 
could revolt against it. But, though the 
heretics lived outside the varna system, they 
lived in the varna society. Then, how is it 
that they evoked respect even among the 
1 Brahmanas? Joshi could not further probe 
this vital problem due to his non-tribal 
Understanding of the initiation ritual. 

There is a purificatory rite called initiation. 
This rite is performed generally when the 
child develops the ability of intelligent 
apprehension. It is considered to be a rebirth 
of a person, which endows the person with 
divine powers... The notion behind the rite 
of Upanayan is that the adolescent boy is 
reborn from the preceptor That is why after 
the Upanayan rite the boy is called a Dvija 
, (twice-born).. Anthropologists have found 
, this rite both in the primitive as well as 
,< advanced societies. The rite bestows 
membership rights, and prohibitions of the 
Siwiety on the individual. . (pp 163-64, 
' emphasis mine. SP). 

Joshi misses the crucial fact that a non¬ 
member, by undergoing the rite, was initially 
admitted not to the society in general, but 
Ito the tribe. The initiated got full membership 
rights of the tribe - religious, social, civic 
and military - while initiation gaveonly pre¬ 
eminence. and that too only to the brahmana 
jtiti, in the post-tribal feudal society. (Was 
there such a rite in pre-tnbal social formations 
* is a question still not answered by 
anthropology). Joshi again generalises the 
Custom by which only brahmana preemptions 
could confer initiation. This custom was in 
vogue only in the brahmanical rajakas 
(monarchical tribal republics having tour 
vamas). Bui in the non-brahmamcal rajakas 
(having three vamas in the order kshatriya, 
brahmana and dasa), a person desiring 
admission to such a tribe had only to take 
fitual bath in the tribal pond (daha. 
jbokkhannt, pushkara). thus dispensing with 
my preceptor, brahmana or non-brahmana. 
land that is why it was called ‘abhisincana’. 


Thus, ancient tribal India had two initiation 
rites, one brahmanical and the other non- 
brahmanical. The remains of the Sindhu 
civilisation show a pushkara, 3 from which 
we can infer that abhisincana was far older. 
The sramanas or bhikshus or parivrajakas, 
who were not invariably celibates, had 
undergone the initiation rite called upa- 
sampada. which conferred on them a status 
higher than the householders. 6 Their privi¬ 
leged status could be used for opposing 
the vama system, though not withoutserious 
risks. 

Joshi takes ancient Indian literature at its 
face value and hence misses its internal and 
real meaning. He thinks that the Mahabharata 
war (900 BC) almost annihilated the 
kshatriyas as a result of which the brahmanas 
achieved pre-eminence (p 112). Exactly the 
opposite took place. The war weakened the 
power not of the kshatriya vama but of the 
rajaka system which was already in mortal 
crisis. Out of this crisis had emerged the first 
non-monarchical tribal slave state of the 
yadava oligarchs (janapadins) led by Krishna 
before the war. It abolished the sacrificial 
Srauta religion and the priestly vama as 
inevitable consequence of the killing of the 
priest-king Kamsa in the Dhanur-makha 
(bow sacrifice). 7 The sacrificial religion had 
now turned into its opposite. By 
indiscriminate slaughter of agrestic slaves 
and cattle in sacrifices it was hindering further 
growth of agriculture and trade. The only 
twice-born vama in the new a-rajaka tribal 
slave state was that of the kshatriyas. The 
oligarchy espoused the anti-Vedic religion 
and philosophy of Sankhya with the 
difference that the subordinate and ephemeral 
Pumshas (souls) were made dominating and 
eternal, while the universe-creator eternal 
Prakrti was made a ‘pamka’ prostitute like 


Amba-pall Joshi incorrectly characterises 
Sankhya as Vedic and materialistic (p 123), 
while early Sankhya was anti-Vedic and the 
philosophy as a whole was realistic 
(bahyartha-vadi). It is this non-brahmamcal 
social system espousing the Sankhya 
religion and philosophy that spread and 
arose over the corpses of rajaka states, that 
flourished up to the time of Mahavira and 
Buddha (600 BC). 

Two-Fold Character of Indian Religion 

Joshi brackets the Jain and the Buddhist 
religions together to the extent that he 
attributes the omniscience of Mahavira to 
Buddha (pp 46, 177), which prevents him 
from discovering the fundamental difference 
between them. No attention is paid to the 
fact that the nigantha (nir-grantha. naked) 
religion being a product of the Sankhya 
religion was already a part and parcel of the 
oligarchic system. That is why Mahavira 
could not put forward a positive solution to 
the general crisis of the oligarchic vama 
slave system, while Buddha could provide 
it. To quote Dev Raj Chanana. 

. He [Buddha] advises a good master to 
treat his serving folk (dasa-kammakaras) by 
assigning them work according to the 
strength, by giving them food and wages, 
by tending them in sickness, by sharing with 
them unusual delicacies, by granting them 
leave at times..." 

Buddha himself convincingly explains the 
efficacy of his religious asceticism to the 
Magadhan king Ajatasattu in the 'Samannya- 
phala Suita’ of Digha-nikaya . That is why 
while Mahavira’s religion was one of the 
status quo, Buddha’s was of the social 
revolution of the time. This was realised 
only by Ambedkar, though he could not 
point out the specific nature of the social 
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revolution. That is why he attributed the 
following 'grave omission' to Buddha's 
religion. 

But there was no separate Dhammci-Diksha 
for those who wanted to be initiated into the 
Dhamma but did not wish to become 
members of the Sangh../ 

If Buddha had permitted upasampada to 
the desirous in the laity, the sangha, would 
have lost its casteless and equalitarian identity 
and thus its guiding capacity. The laity lived 
in the caste system and abided by its new 
Srauta-Smarta religion. The Brahmana caste 
already had the monopoly of the upanayana 
rite, and armed with the second initiation rite 
of upasampada, it would have dominated the 
sangha. The reason why the Buddhist religion 
remained unaffected by the caste system and 
retained its equalitarian character as 
compared to all other Indian religions, includ¬ 
ing the Jain, was that it was not a religion 
of the laity but of the monks and nuns. Joshi 
has nothing to say on this crucial religious 
matter. On the contrary, he equates the Bud¬ 
dhist nirvana with the brahmanical moksha 
(p 174). To look at a phenomenon historically 
•means to apprehend it relatively and not 
absolutely. Though the Buddhist religion 
accepted karma-vipaka and rebirth, it did 
not accept eternalily of indi vidual souls which 
went through transmigrations. In calling them 
purushas it specifically opposed the 
oligarchic Sankhya. ,0 The paradise and hell 
admitted by the Buddhist religion were meant 
only for the laity, while the monks and nuns 
who attained ‘arhat’-hood (released in life 
itself) gained nirvana by which they ceased 
to exist after death. As for the law of karma, 
Buddha reduced its domination on human 
life to such an extent that his religion could 
develop the sciences of the time 
unprecedentedly. Nag&sena (2nd century BC) 
expounds the Buddhist theory of karma to 
king Milind as follows: 

If, O king, all diseases were teally derived 
from karma then there would be no 
characteristic marks hy which they could be 
distinguished one from the other. When the 
wind is disturbed, it is so in one or the other 
10 ways - by cold, or by heat, or by hunger, 
or by thirst, or by over-eating, or by standing 
too long, or by ovcr-excrtion, or by walking 
too fast, or by medical treatment, or as the 
result of karma When the bile, O king, is 
deranged, it is so in one or other of three 
ways - by cold, or by heat or by improper 
food. When the phlegm is disturbed, it is 
so by cold, or by heat or by food and drink. 
When either of these three morbid matters 
are disturbed or mixed, it brings about its 
own special distinctive pain (dukklta). Then 
there are the special pains arising from 
variations in temperature, avoidance of 
dissimilarities, and external agency And 
there is the act that has karma as its truit, 
and the pain so brought about arising from 
the act done. So what arises as the fiuit of 


karma is much less than that which arises 

from other causes../' 1 

Joshi applies the term Hindu even to the 
pre-Arab brahmanical religion and 
philosophies. Hindu means the whole Hindu 
community, lumping together even the non- 
brahmanical sections following non- 
brahmanical religions and sects, which brings 
grist to the mill of the present-day Hinduists 
Though Joshi trenchantly attacks the caste 
system and the domination over it by the 
brahmana varna and jati (pp 64, 98, 100, 

110), he gives the credit of founding and 
developing all religions based on universal 
philosophies to the 'commanding classes' 
(p 46). Jesus was a carpenter’s son and the 
Sankhya religion and philosophy was 
founded by a woman Kapila. Muhammad 
no more belonged to the commanding class 
of Arabia, but embraced life-long penury 
when he founded Islam. Buddha was no 
more a Sakya oligarch but already an ascetic 
when he established his religion. This applies 
to most of the founders of the universal 
religions and philosophies. Joshi’s 
subconscious plays truant when he extols 
the brahmanical ‘Brahma-parinama-vada’ as 
the greatest (p 12) and Sankara's ‘Brahma- 
vada* as conducive to the development of 
logic (pp 95-96), equates the Brahma-vada 
with Buddha's 'Pratitya-samutpada’ (pp 138- 
39), and lauds the tolerance and non-violence 
of the Hindu religion as peerless (pp ix, 175). 
Mahabharata tells us that the Brahmanas 
burnt alive the first known Carvuka (XU 38, 
22-27). Brahmanical kings like Pushyamitra 
(BC 184) and Sasanka (AD 700) massacred 
countless Buddhist and Jain monks and 
destroyed their monumental edifices How 
can a religion which is incomparably 
inhuman to its own sudras and ati-sudras, 
especially women, be tolerant and non¬ 
violent to other religions. 

Being a tarkteerth, Indian philosophy 
and logic were Joshi’s special subjects 
Nonetheless, he imputes the philosophy ot 
momentauncss of the school of Dignaga 
(500 AD) to Buddha (p 117). Buddha’s 
philosophy preached impermanence of 
everything Csahbam aniccam ) and not 
momentarincss Like all other scholars, 
including Dcbiprasad Chatlopadhyaya, Joshi 
makes no distinction between the Vcdanlic 
Brahma-vada and the Tathata-vada of 
Asvaghosha. Sunya-vada of Nagarjuna and 
Vijnana-vada of Asanga-Vasubandhu. 1 
have shown at length in my forthcoming 
book Caste Feudal Servitude , quoting 
Stcherbatsky and Satkari Mukerjcc, that the 
Buddhist Tathata. Sunya and Vijnana meant 
Buddha-kayu. the universal body of Buddha, 
and drawing on K B Krishna. I have shown 
that the Sunyavadin philosopher Santidcva 
(700 AD) was the first utopian socialist of 
India. Joshi characterises the Sautanttka 
Vijnanavadm Dharmakeerti, considered the 


greatest philosopher ofIndiu, to be* Brahma* 
vadin, though Joshi is constrained to show 
his anti-caste identity from a verse in his 
magnum opus on logic Pramana vartika: 


Dharmakeerti. a seventh century Bauddhn 
philosopher, has severely criticised thtfj 
preterhuman quality of Vedas, existence oh 
god and his handiwork: caste disUftcKionsJ 
expiatory cleansing and rituals and penatusq 
mortifying the body. He was an advocafta 
of Dnyanamarga - deliverance through the 
knowledge of Brahman. He wrote a bflpfe 
Piamanvartika , with his own criticism oil 
it In one stanza of n he says, “The five filings 
which arcsymbolsof ignorance of theduned 
are (i) Sclf-evidcnce of Vedas because they 
arc preterhuman, (2) theism that postulates 
a creator of the universe. (3) the desire tfl 
accumulate merit through rituals likl 
expiatory baths. (4) the vanity that caaUf 
distinctions aic real, and (5) belief that 
mortifying the body by fasting and othei 
penance can destroy $in r ' (p 191) 


The Buddhist religion did not surrender 
to the brahmanical Brahma-vada through its 
Tathata-Sunya-Vijnana philosophies, but 
they were the means of its counter-attack 
against the brahmanical religion which ha£ 
revised its strategy by compiling the sutratf 
of the realistic philosophies of Nyayg 
Vaiscshika and Purva-mimamsa, apartfrotr 
the Vedanta, by 200 AD. Thus, the bash; 
conflict among the Indian philosophies wat 
not between materialism and idealism a; 
understood by Joshi, but between non* 
brahmamsm and brahmanism. 1 

Fernando Belo's, A Materialist Reading 
of the Gospel oj Mark (1981), has becoflfy 
the textbook of the liberation theology 
movement ot the exploited and oppressed 
Chris-tians world over because he god, 
beyond historical materialism in order d 
find out the revolutionary content of th| 
Gospel.With the anti-caste discontent a 
the Muslim OBCs taking the form of masj 
movement, similar study of Islam may H 
undertaken. I 


Notes | 

1 Sharad Patil. Daxa-Sudra Slavery , pp i, 8j 
1982 i 


1 Ibid. ‘Democracy. Brahinmicat and Not 
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An Institute of National Importance under the Government of India 

- Notification 


The Sree Chitra Tlrunal Institute for Medical 
Sciences and Technology (SCTIMST) is an 
Institute of national importance established 
by an Act of Parliament in 1981. It conducts 
Post-doctoral degree and certificate courses 
and awards DM and M Ch degrees In advanced 
medical specialities, and Ph.D in medical and 
related disciplines, and in biomedical tech¬ 
nology. The Institute has the status of a 
University and It is a member of the Associa¬ 
tion of Commonwealth Universities. It has a 
Hospital Wing and a Biomedical Technology 
Wing. The Achutha Menon Centre for Health 
Sciences Studies (AMCHSS), the third Wing 
of the Institute Is devoted exclusively to Public 
Health and Social Sciences In relation to 
health developments and health care. 

The Institute has approved the develop¬ 
ment of the AMCHSS as a Premier School of 
Public Health in South Asia. The Centre has 
drawn up a medium- to long-term perspec¬ 
tive plan for the development of the School 
of Public Health, starting with a MPH 
programme beginning In January 1997 and 
the commencement of Ph.D programme 
from the year 2002-2003. 


The Institute is looking for outstanding faculty 
in the areas of Epidemiology, Biostatistics, 
Health Economics, Medical Anthropology 
and Health Planning and Policy. Persons with 
excellent academic record/research publi¬ 
cations In reputed international journals, 
ability to work with inter-disciplinary groups, 
excellent communication abilities and 
leadership qualities are eligible to apply. The 
selected persons are required to devise 
courses and participate fully In building up 
the facilities and programmes and should 
have the capacity to develop innovative 
research programmes In collaboration with 
the faculty of the medical and technology 
wings of the Institute. The appointment will 
be Initially for a period of five years but is likely 
to be made permanent at the end of that 
period with mutual consent. 

Applications are Invited to the post of 
Associate Professor/Professor in the following 
areas:- 

(1) Epidemiology (2) Blostatistics (3) Health 
Economics (4) Medical Anthropology 
(5) Health Planning and Policy. 
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Minimum quoMecrtlons ft experience 
required 

Associate Professor : Ph.D In the relevant 
field with 7 years teaching and/or 
research experience or MD or 
Equivalent qualification In any 
branch of Medicine with 7 years 
experience in the relevant area. 

Professor: Ph.D in the relevant field with 14 
years teaching and/or research 
experience or MD or Equivalent 
qualification in any branch of 
Medicine with 14 years experience 
In the relevant area. 

Scale of pay, allowances, age limit etc. 

Associate Professor - Rs. 4100-5300 
(Total emoluments Rs. 10115 + 
HRA + NPA with its DA and 
Conveyance allowance as 
applicable will be in addition). 
Age not more than 45 years, as on 
31.7.96. 

Professor - Rs. 5900-7300 (Total emoluments 
Rs. 13464 + HRA + NPA with Its DA 
and conveyance allowance as 
applicable will be In addition). Age 
not more than 50 years as on 
31.7.1996. 

The level of appointment will depend upon 
the qualifications, experience, publications 
etc. of the candidate concerned. 

The pay. scales offered are likely to be 
revised upward on the award of th,e Central 
Pay Commission Report. 


The Institute is also Interested In receiving 
the bio-data of persons interested In Visiting 
and/or Adjunct appointments. 

General Conditions 

The Institute reserves the right to appoint 
persons of exceptional merit by nomination 
or negotiation even if they had not applied 
in response to this notification. 

All ‘posts carry allowances at Central 
Government rates. The Faculty will be 
eligible for addition of upto 5 years to 
the qualifying service for pension in acc¬ 
ordance wlththerulesofthelnstltute.Persons 
working in Central/State Government or in 
Public Sector undertakings should submit 
their application through proper channel. 
Any attempt to influence the Selection 
Committee or the Institute directly or in¬ 
directly will disqualify the candidates. The 
Institute will short list the applications and 
therefore all the qualified/experienced 
applicants may not be called for interview. 
The decision of the Institute will be final and 
no correspondence will be entertained from 
the applicants in this regard. Applications 
typed on plain paper with bio-data of the 
candidate and attested copies of certi¬ 
ficates of educational and professional 
qualification, date of birth, experience and 
names and addresses of three referees 
should reach the undersigned on or 
before 30.7.1996. 

Appointees are required to join the post 
on or before 1st November 1996. 

Director 
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SPECIAL ARTICLES .■ r ' '• 1 

Management of Development in die Newly 
Emerging Global Economic Environment 

T Krishna Kumar 

Economic reforms have not delivered the goods even after five years. This is because they are not suitably designed 
for our country’s specific needs and conditions. What we need to do is to return to the drawing boards and get back 
to planning , the Mahalanobis way, was indicated in this paper. 


I 

Introduction 

INDIA is now in a mid-course with its 
. economic reforms. These economic reforms 
are examined with three different pers¬ 
pectives by the people, who can likewise he 
grouped into three groups. First, there are 
those who argue that going for economic 
reforms with the IMF loan and the 
>. conditionalities is the only solution and that 
J ‘There Is No Alternative’ - the TINA group. 
^Second, there are those critics, mostly the 
left-oriented, or those leaning towards the 
: left who argue that ’There Is the Alternative‘ 
/of self-reliance and not taking foreign 
. assistance with the stnngs attached. Let us 
; call this group the TITA group. Finally, 

> there are those who adhere to the view that 
•There Is a Middle Alternative*. Let us call 

* them the TIMA group. 

The ideologies and the logical bases of the 
\ firstlwo groups are quite well known. There 
. ’ is no such clear explanation on why the third 
\ group prefer the fhiddle path. This is mainly 
/ because this group of people consists of 
three subgroups. There are those who endorse 
l ' the reforms unconditionally in private, but 
profess a preference for the middle path in 
i.; public, as they are quite convinced of the 
adverse impacts of the reforms on the poor. 

■. There is another subset of the third group 
: who prefer the middle path just because they 
i fail to approve either the right wing reforms 
Or the left wing alternative. Finally, there is 
a sizeable subgroup within the third group 
that strongly advocate a middle path because 
they do have a theoretical or logical basis 
for their stand which is based on the real 
situation, people*s preferences, and 
institutional constraints. Their approach is 
fl ftot utopian or ideological but practical and 
Strategic. I would like to place myself in this 
last subgroup of the third group. 

[ What I propose to do in this paper is to 

* present a logical framework that would justi fy 
a middle path and use that framework as the 

[ .basis to judge the successes and failures of 
ijpe reforms undertaken so far. and also 
[indicate the steps we need to take in order 
consolidate the gains already made and 
if to mitigate the adverse impacts. 


The euphoria about the economic reforms 
that is so widely prevalent today has led 
many people to ignore the role of the state 
and even to blame Nehru and Mahalanobis 
and their strategies and plans lor the economic 
conditions prevailing just prior to our 
launching the reforms. This, in my opinion, 
is not justified. To the contrary, 1 shall argue 
that the slow pace with which we arc reaping 
the benefits of the reforms is because of our 
neglect of planning. One must distinguish 
between the plan as a strategy and planning 
as the approach to arrive at such a strategy. 
Plan strategies depend on ideologies and 
attitudes, and the prevailing circumstances, 
both domestic and external. These prevailing 
circumstances include our internal strengths 
and weaknesses and the opportunities and 
threats that the external world offers us. As 
will be explained in detail later, what 
Mahalanobis bequeathed to us is a legacy 
of scientific approach to planning for 
development. This legacy is relevant even 
today but under anentircly new set of attitudes 
and preferences, and under a new global 
economic environment. One should not 
abandon the scientific approach to planning, 
just because the old planning strategies are 
inappropriate in the present circumstances. 
It is some times said that free enterprise 
market mechanism and planning do not go 
hand in hand. It must be noted that the con¬ 
cept of planning introduced by Mahalanobis 
is nothing but the concept of corporate 
planning that most of the large corporate 
organisations adopt, except that this process 
is supposed to be used at a macro-level 
instead of at the level of a corporation. 

This paper is organised as follows. As 
history offers important lessons, some 
episodes of economic history and the lessons 
one can learn from them are presented in 
Section II. The present global economic 
scene is presented in Section Ill. A conceptual 
framework for management of development 
in a global economic environment is 
presented in Section IV. In writing this 
section, 1 owe an intellectual debt to the 
contributions made by Ragnar Frisch, P C 
Mahalanobis, Jan Tinbergen and Sukhamoy 
Chakravarty, all pioneers in quantitative 
economic policy, in Section V, 1 outline a 


strategic planning approach to planning for 
development of a country. This framework 
is used in Section VI to comment on what 
was wrong with the reforms already 
introduced and suggest the next steps for 
reforms. 

n 

Some Lessons from World 
Economic History 

Economic history evolves in a systematic 
way. The rate of change of output of any 
sector in a country depends on six factors; 
(i) the initial conditions, such as the initial 
level of slock of capital, which may itself 
depend on initial levels of output of that 
sector and some other sectors, (ii) the flow 
of other productive resources into the sector, 
(iii) the production technology, (i v) external 
trade, (V) the institutional structures under 
which the resources are transformed into 
output, employing the technology, and (vi) 
the demand for the output. 

People play very important roles in 
economic activity,. It is their attitudes and 
preferences that determine the choice of 
technologies and the demand. It is their 
attitude towards work that determines the 
productivity. It is their attitude and 
preferences that shape the economic and 
other related institutions. People also form 
expectations of the future and they also set 
societal norms, and act according to those 
expectations and norms. Whenever the actual 
outcomes deviate from either their 
expectations or from the societal norms they 
adjust their behaviour so that such deviations 
are narrowed down in subsequent periods. 
Whenever such deviations are large, between 
peoples' expectations and actual realisations 
or between the outcomes and the societal 
norms, people try to bring in changes in the 
institutional structures. This adaptation of 
the system to changes takes place differently 
and at different pace in different societies, 
possibly because of differences in their 
cultures. 

World economic history offers us some 
interesting lessons on such adaptations of 
different societies at different times. What 
I propose to do in this section is to trace some 
episodes of history which offer lessons to 
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us regarding what position we should cake 
on the issue of economic reforms. 

From Mercantilism to Two World Wars 

In the early 17th century, Amsterdam had 
become a major trading centre for 
international trade and a major centre for 
financial capital.TheDutch were then mostly 
middlemen such as traders, brokers, and 
bankers and not manufacturers. The Dutch 
mercantilists were the ones who pioneered 
international trade by financing the venture 
capital through the formation of shipping 
companies by raising the equity capital. This 
is how the Dutch East India Company was 
formed. It is also worth noting that in the 
mercantilist economic system it is such 
international trade, and the state's control 
over it, which generated the state revenues 
in bullion (gold and silver). The state not 
only controlled trade but it also promoted 
such trade through advancing the venture 
capital. The British government giving 
political and financial support to the British 
East India Company is one such example. 
The economic history of the mercantilist 
period clearly demonstrates that international 
trade played a key role in the growth and 
prosperity of the nations in that period. 1 

Economic growth and prosperity are 
caused both by technological innovation 
and international trade. International trade 
opens up new opportunities to sell goods, 
and thereby it generates an incentive to 
increase production. Such increases in 
production can take place either by new 
entrants into the field of production, or 
through the realisation of economies of scale, 
or through technological progress, or any 
combination of these. One might say that 
it was the prosperity arising from inter¬ 
national trade of the mercantilist period which 
must have triggered the technological innova¬ 
tions. It is these technological innovations 
that triggered further international trade and 
so on, in an ever expanding spiral which 
explain the growth of the world economy. 

But history also shows that engaging in 
international trade is not without its problems. 
The Dutch and English trader? soon found 
that when they were competing individually 
with each other in overseas trade, which 
involved investing huge capital on risky 
voyages over troubled waters, they had to 
incur heavy losses. This competition and the 
associated losses led to co-operation and the 
formation of shipping companies. One kind 
of institution that could not succeed gave 
rise to the formation of another that could. 
International trade thus resulted in forming 
new institutions, and opening up new 
successful opportunities in place of the 
unsuccessful ones. 

Industrial revolution engulfed the 
economic activities in Europe and North 
America. The first country to benefit from 


the industrial revolution wo* Britain. The 
additional industrial employment that was 
generated in Britain due to the industrial 
revolution could be supported in terms of 
wage goods only through increased 
agricultural productivity. This was sobecause 
even when the industrial revolution was 
taking place Britain was under the spell of 
mercantilist policies that restricted imports 
of foodgrains and provided subsidies to the 
farmers. It was this situation that was 
responsible for technological innovations in 
agriculture. It was this condition that had 
brought about a change in the institutional 
arrangements for the distribution of 
landholdings. Fragmented landholdings were 
replaced by land consolidation through the 
enclosure movement which facilitated 
commercialisation of agriculture. It is true 
that some of the small farmers could not 
benefit from this land consolidation scheme 
of the enclosure movement. They had to 
leave agriculture and seek industrial 
employment in urban centres. The rapid 
industrial expansion did provide much better 
prospects for the small farmers who were 
so displaced.'* 

The historian Alvin Toffler had argued 
that in order that a business organisation be 
successful it should be adaptive [Toffler 
1986]. An organisation should adapt its 
organisational structure, institutional 
mechanisms, and day to day operations, to 
the changing environment. Such adaptation 
should not be too fast, as the changes in the 
environment could be only transitory while 
the adaptation contemplated is more lasting; 
it should not be too slow either, as the other 
organisations that adapt fast may have head 
start advantages. The corporation must fir*! 
assess whether the changes that are occurring 
in its environment constitute a long-term trend 
or a transitory component. Once it is sure 
that the changes are based on long-term trends 
it should adapt itself quickly to such trends. 

Whatever Toffler said about a business 
organisation is equally true for an entire 
nation. If one examines the economic history 
at the time of industrial revolution and sec 
why Britain and North America had better 
industrial growth than other parts of Europe 
it becomes quite clear that Britain and North 
America adapted their institutions to cope 
with the economic changes brought about 
by the industrial revolution, while the other 
countries did not. Both Britain and North 
America broke away from the mercantilist 
policies. Britain repealed the Com laws in 
1846 and advocated free trade. By this move 
Britain had accepted a challenge of industrial 
competition and took advantage of the 
agricultural imports for introducing 
widespread specialisation through economies 
of scale. Britain forced free trade regime on 
other European countiies also through the 
Anglo-French Treaty of 1860 and other 


ftimifar bilateral agreements with othe 
European countries.’ In the earlier phase o 
industrial revolution, the other Europeai 
countries were slow in adapting thei 
institutions to cope with the changes require 
for the full exploitation of the Industrie 
revolution. The same kind of explanotiot 
can be given to explain why North Americi 
industrialised faster than Soviet Russia 
although both of them had similarities suf^ 
as vastness of the country, rich nature 
resources, etc. 

The industrial supremacy that Britail 
enjoyed in the initial phases of Industrie 
revolution and thereafter was soon lost am 
Germany had dominated the industria 
growth in Europe. This was due to the fac 
that Germany had the advantage of startitii 
its industry with both new and proven orft 
best practice technology, while Britaincouk 
not easily scrap and replace its old plant am 
equipment. 4 The industrial countries' ex 
ports to the underdeveloped countries wen 
limited by the latter's capacity to import 
Underdevelopment thus put constraints oi 
exports and growth of tlie industrialism 
countries. Most of the trade of manufacture) 
goods was therefore among a small grotlj 
of industrialised countries, and the* 
industrialised countries competed vigorousl; 
for the markets in the underdeveloped 
countries. Free trade among such nations lei 
to a keen competition which affected til 
national interests. The European countrie 
started abandoning the free trade regime an 
started imposing trade restrictions by the las 
quarter o t the 19th century following th 
great depression of 1873. 

International trade also has another advem 
consequence. Since all countries wer 
governed by the gold standard,until ft 
great crash of 1929-trade between countri<; 
gave n se to propagation of shocks or buritre * 
cycles from one country to another. Som 
ol the reasons for the world depression i 
1929 are (i) optimistic expectations regardifl 
world demand which was supposed to t 
met through international tmde, accompank 
by a non-realisation of such expectation 
and (ii) a failure of the banking system, wlw 
several borrowers defaulted on their loaf 
simultaneously. 3 1 

Post-War World Economic History j 

The post-war period gave a differei 
pattern to the world economic seen 
European capitalism was threatened by tt 
Oriental capitalism of Japan and by tt 
Communism of the Soviet Union and oth< 
socialist countries of eastern Europe. Whi 
the 18th and 19th century wars were main 
localised, as for example the Sino-Japanei 
wars or the wars between the Europe; 
countries for control over their colonies, tl 
first and the second world wars brougj 
other countries into the war arena. This wt 
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Mabh&hed as a result of industrialisation 
tod international trade The US emerged as 
t* major industrialised country that played 
a significant superior role in both the wars 
US took the threat posed by Russia as a 
threat both to its political and economic 
power Through the Marshall Flan and 
4 NATO the US government sought the co¬ 
operation ol other industrialised capitalist 
countries to wage a cold war against the 
Soviet Union 

The Bretton Woods convention is a good 
example of generating an institutional 
response by nations to the emerging 
^challenges posed by economic and political 
trends Although the Bretton Woods 
convention was open to several member 
countries of the League ot Nations the 
industrialised European and North American 
COuntnes played a significant role in shaping 
the two multilateral agencies founded during 
that convention vi/, the International 
Monetary Fund (IMF) and the International 
’ Bank for Reconstruction and Development 
(IBRD) or the World Bank A more detailed 
account of this aspec t is presented in Kumai 
(1993) The US government in particular 
played a key role in shaping these two 
institutions An examination of the history 
of the Bretton Woods will reveal that the 
economic rationale for them was provided 
by Britain through the ideas advanced by 
Keynes, while in establishing these mstitu 
tionsthe US government saw both a political 
and an economic opportunity for itself 
Keynes realised the need for an international 
currency and an international central bank 
This international bank according to Keynes 
proposal would perform more or less the 
same functions in a world economic cn 
vironment that a central bank ot a country 
does in a national environment control the 
international liquidity to stabilise the world 
prices and the exchange rates and to control 
foreign direct investment and capital mobilit) 
through adjustment ol exchange rates and 
hiteresl rates What Keynes conceived was 
1 gn institutional framework tor world eco 
1 ttomte policy co ordinal on 
1 The US government stems to have shaped 

1 these two institutions to further its own 
^ economic and political objec tives It wished 
1 to rebuild Furope after the war hut it icahseJ 
that the private bankers uould not conu 
1 forward to lend overseas without government 
1 guarantees This reluctance is based on iht 
interwar experience that led to the great 
1 crash of 1929 Even the government 
guarantees would have little significance it 
1 the country were to go into another 
I ^depression The U S government saw in 
tlthese two institutions a means of safeguarding 
II|he US pn vale investment in overseas projects 
ftO rebuild the war ravaged Europe The 
I "scheme was supposed to work like this The 
?* 


US government would borrow from the 
private banks, through long-term government 
bonds issued as a part of its open market 
operations and invest those funds abroad 
through the two multilateral agencies The 
surplus savings in the US were thus permitted 
to be employed for rebuilding Europe to 
serve both its economic and political 
objectives 

The US government also saw m this scheme 
a way to safeguard the value of the US dollar 
even in the event of its current account of 
the balance of payments running into deficit 
A capital outflow so created would increase 
ihe demand for the US dollars Such an 
increase indemand for dollar would maintain 
the value of the dollar vw-a us an inter 
national currency The US did not accept 
Keynes suggestion of having an inter 
national currency US wanted the IMF to fix 
the exr hangc rales of all currencies relative 
to the US dollar whose value relative to gold 
was fixed at US $34 per ounce of gold 

The quality revolution in Japan and the 
rising consumer sovereignty m the US were 
responsible for the US to develop a huge 
trade deficit with Japan in the late 1960s and 
the early 1970s By the beginning of 1971 
the US dollar was thus in trouble because 
of these deficits While such a bilateral 
problem demanded only a bilateral solution 
such as devaluing the dollar the US 
government made it a multilateral issue by 
advocating a departure from the fixed 
exchange regime Such a move would make 
other countries also deval uc their currencies 
This way the US dollar while losing ground 
against the Japanese Yen would gain against 
other currencies, thereby minimising the 
resulting losses to US 

At about the same time the US government 
started giving massive economic and military 
aid to Israel This had forced the Arab 
c ountnes to think of radically different ways 
by which they could counter the American 
move This had led the Arab tountnes to 
form the Organisation of Petroleum 
Exporting Countries (OPFC) OPEC then 
decided in 197 i to raise the oil prices with 
a dual purpose first such a hike in oil prices 
would jolt the US economy which is very 
much dependent on imported oil and 
secondly it would gene rate the extra re venue 
they net d for defence expenditure It is this 
hike m oil prices that created a worldwide 
phenomenon of balance of payments crises 
tor the oil importing countries This global 
view about the balance of payments enses 
f icing the developing countries was 
described earlier in Kumar (1993) II should 
be noted that thi s c n si s couId not be prevented 
as there was no multilateral institution to co 
ordinate or regulate economic policies to 
restrain the member countries from raising 
the pnees of critical commodities without 
adequate justification 


Many countries that faced the balance of 
payments enses had to approach the IMF 
for assistance While the oil importing 
developing countries were still trying to 
cope with the problem of oil pnee hike ot 
1973 there was another hike of oil pnees in 
1979 Some ot the oil importing developing 
countnes such as someof the Latin Amencan 
countnes found it impossible to meet their 
debt repayment obligations In August 1982 
Mexico took the drastic step and declared 
its bankruptcy This had created a chain 
reaction that had to be stopped by the IMF 
by renegotiating the earlier loans To 
safeguard the investments of the multilateral 
agencies m such countnes the IMF had 
developed a policy package These policies 
have subsequently been used as 
conditionality clauses m preparing the loan 
instruments These conditionality clauses 
were used as opportunities by the US 
government to propagate its political and 
economic philosophy and to promote its 
trade in goods and services with the 
borrowing countries This is how 
pnvatisation or reduction o( the role of the 
state liberalisation of trade in goods and 
services, formed the major components of 
the IMF's conditionality clauses 

III 

Present Global Economic Scene 

The cold war came to an end with the 
disintegration and the disappearance of the 
Soviet Union The west Asia peace accord 
is tn place The prominence ot defence 
industrial production is gradually declining 
and the industrial countnes are gradually 
diverting more and more of the resources 
from defence production to the production 
of peace time goods and services The 
industrialised countnes are expenencing a 
low population growth People in these 
industrialised countries are reaching a certain 
degree of saturation in their demand These 
countnes are therefore eagerly looking for 
markets in the developing countnes 

Laws against environmental pollution 
laws on occupational safety minimum wage 
laws etc are forcing the industnahsed 
countries to incur high costs of production 
The same goods and services can be produced 
at less cost in the developing countries 
employing the old and environmentally 
unfriendly technologies The private 
industries in the developed countnes are 
therefore looking for opportunities for 
shifting the manufactunng tothc developing 
countnes The higher quality of life deman 
ded in the industnahsed countnes is re&ponsi 
ble for higher wages in those countnes 
There is therefore a tendency for the skilled 
labour to move from the developing countnes 
to the developed countnes while there is an 
opposite tendency for the capital to move 
from the developed countnes to the 
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developing countries. In ocher word* there 
It now a tendency for mutual exchanges of 
the factors of production which will generate 
secondary and tertiary interactions between 
these two types of countries. 

The European countries formed a 
European Union with a common central 
European Bank and with the possibility of 
even having a common currency. A concern 
of the North American countries regarding 
theeconomic superiority of Japan and unified 
Europe have prompted them to come together 
and form the North American Free Trade 
Area (NAFTA). We thus see all over the 
world a phenomenon of linkages, leading to 
both competition and co-operation. 

The experience of the developing countries 
that borrowed from the two multilateral 
agencies is quite mixed. Some countries, 
such as the sub-Saharan African countries, 
failed miserably and gone into debt traps and 
famines - as in the case of Ethiopia. Some 
other Latin American countries, such as 
Brazil, Chile and Mexico, are alternating 
between episodes of bad and good 
performance. Countries in the east Asian 
region such as South Korea, Taiwan, Hong 
Kong, Singapore, Thailand, Malaysia, and 
' Indonesia have performed very well. While 
the management professionals seem to be 
obsessed with their quest for an answer to 
the question, ‘Why some corpotations 
succeed while others fail?*, the economists 
have not paid adequate attention to a similar 
question, 4 Why some countries succeed while 
others fail in coping with economic cuses?* 
Some tentative answers to this question were 
offered by me earlier, basing those argu¬ 
ments on the rational expectations 
hypothesis of the new school of New Clas¬ 
sical Macro-economics [Kumar(1994a]. It 
is quite useful to repeat them here in very 
simple terms with-out using too much of the 
economics jargon. 

Some countries, such as the African 
countries, suffered from severe shocks of 
balance of payments deficits. These shocks 
were caused by both high prices for oil 
imports and by the volatility in the exchange 
rates. Their economies are not capable of 
coping with the problem due to their general 
economic backwardness, political instability, 
and because of lack of adequate concern 
from the governments of the developed 
countries to find a more permanent solution 
to the problem. Countries such as Mexico 
Chile, Brazil, etc, had solved their balance 
of payments deficit problemonly temporarily 
through transfers in the capital account by 
taking external loans, through foreign direct 
investment coming into their countries, and 
through inflow of financial capital. Capital 
mobility, both physical and financial, is 
guided by people’s expectations. Whenever 
such expectations are optimistic there are 
major investments and there are capital 


inflows. Whenever such expectations are 
pessimistic there is a capital flight away 
from the country and there is a decline in 
investment. The mixed performance of the 
Latin American countries can thus be 
explained by this phenomenon of people 
forming both optimistic and pessimistic 
expectations at different points in time. 

People will form optimistic expectations 
only if the economic reforms take place in 
a politically stable and predictable 
environment, and if the reforms pay adequate 
attention to building the social and physical 
overhead capital such as education, health, 
transport, communications, power, etc. In 
the absence of these favourable conditions 
the expectations turn out to be pessimistic. 
It is to be expected that growth of an economy 
is dependent on the investment and invest¬ 
ment is dependent on the investment climate. 
If the people have optimistic expectations 
then the investment climate is good and the 
investment and growth will be favourable. 
On the other hand if the expectations are 
pessimistic then the investment climate is 
bad and the investment and growth will be 
poor. It is this logic that explains why some 
economies were successful with reforms 
while others are unsuccessful. 

The developed countries are quite cautious 
of their imports and at the same lime they 
are quite aggressive in promoting their 
exports. The developing countries are hopeful 
of achieving rapid growth through the 
economic reforms. What each country does 
or what it should do depend on what the 
other countries do. 

In view of the emerging situations of 
competition and co-operation described 
above the most important question to ask is 
where do these developments lead us to? Are 
the current events likely to lead us to a global 
crisis such as the one that took place in 1929 
and soon thereafter 0 How can we summon 
the services of economic science to foresee 
the future course of events and to take the 
necessary corrective steps? Is there a need 
for an institutional or organisational reform 
to design and implement such policy? These 
issues are discussed in the following sections. 

IV 

A Conceptual Framework 

The global et onomy is now characterised 
by extensive global linkages. These extensive 
global linkages have resulted in massive 
opportunities for international trade. These 
trade opportunities also generated oppor¬ 
tunities for competition as well as co¬ 
operation. Such competitive behaviour 
between nations might result in a solution 
that can be improved, in the sense of yielding 
larger benefits at least to one nation without 
in any way reducing the benefits to the other 
nations, by introducing the possibility of co¬ 
operation between some of the nations. 


* 

The global economic evolution ca 
therefore be regarded as an evolutionary r 
person competitive game, where the numbe 
of players in the game, viz, n, has to be deter 
mined on the basis of a co-operative ganx 
to be played by all the nations, the co 
operation giving rise to the formation p 
coalitions such as the customs unions or frei 
trading areas, etc. As a result of the evolu 
tionary nature of economic environment tin 
players must come to an agreement on th 
rules of the game, viz, the instituriooa 
mechanism under which such game is tobi 
played GATT, along with the intonation* 
financial system and the international leg* 
system constituted such an institution* 
system until recently. These institutions ho 
to undergo a reform through the formadoi 
of the World Trade Organisation, and b] 
havi ng a new round of GATT with significan 
changes. A nation playing an evolutionary 
game of this nature should not only chooa 
a strategy at any given instant, but it shoufc 
also pay attention to choosing its strategic 
in shaping the rules of the game, so that ft 
a competitive environment the rules actual!] 
chosen turn out to be more beneficial to i 
than several other feasible rules. The nattal 
also should reassess, from time to time, ft 
which coalition it should belong, basing it 
decision on the changing global scenario 

The international economic order nov 
allows capital mobility between nations aro 
it permits the exchange rates to be flexibk 
Capital mobility depends on the real interns 
rate differentials and the exchange rat 
depends on the domestic and world inflation 
rales. The fiscal and monetary policies o 
each country atfcct its own real interest rate 
and inflation rates. Hence, if all the nation 
wish to make the best use of this intemationf 
economic order it ts absolutely necessary 11 
bring about a policy co-ordination. Sun 1 
macro-economic policy co-ordination i 
already taking place in the European unio 
and it is also needed at a much larger seal 
between all nations that are major participant 
in the world trade. The existing institution! 
set up does not permit a fruitful policy cc 
ordination. There is thus a need for creatin 
a new international institutional mechanisii 
for macro-economic policy co-ordinatiof 
This is particularly so if we wish to avoi 
exchange rate volatility and to avoi 
transmission of depression from one counttj 
to another, and to avoid what one migs 
expect the current developments might leaj 
us to another major world economic crisis 

The IMF. the World Bank, the Unitcj 
Nations and a group of dedicated intej 
national scholars must develop altemai 
global planning models, such as the on0 
Mahalanohis developed fora singlecountr j 
I had made this suggestion earlier fKumj 
1993]. These global models must bedynami 
and interactive general equilibrium model/ 
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such a model the economic growth of any 
icountry depends on (actors, both domestic 
^ftftd external, some of which affecting growth 
’ipositively. while others affecting it 
lucratively. It should be the objective of 
{global planning to increase the growth of 
nations as much as possible. Nations 
^compete with each other for resources and 
^growth. The global growth equilibrium must 
*be chosen, therefore, as a Nash equilibrium, 
4 ft well known equilibrium concept in n- 
)person non-co-operative game theory. In 
' such an equilibrium each country’s growth 
{Strategy is the best alternative to the best 
I alternative chosen by all the other countries. 

There is a 220-year old economic thought, 

<due to Adam Smith, that the scope for 
4 Specialisation, and for economies of scale 
’,4 and scope, are limited by the extent of the 
1 market demand. Extending this thought to 
jthe global planning model described above 
{ it becomes evident that world economic 
^growth is constrained by the growth in world 
)demand. The recent recessionary trends in 
^(he developed countries can be explained by 
^tliis phenomenon of constraints imposed by 
{the world demand. World demand consists 
<of two parts, demand by the developed 
f |countries and the demand by the developing 
'.(countries. Both are constrained, but by 
{different factors. In the developed countries 
i|it is not the income that is constraining the 
^demand. It is, instead, the low growth of 
. {population and the scarcity of time needed 
,jfto consume goods and services which 
^constrain the demand. In the developing 
^countries, on the other hand, even though 
t j (the population is growing quite rapidly the 
/^incomes are not growing adequately. The 
’ t ^income distribution is also becoming worse, 
^which has the tendency of increasing the 
f ^savings and lowering the consumption. Thus 
is the low income and poor income 
t {distribution that are constraining demand in 
! {the developing countries. World demand 
I .{Can therefore be increased only by increasing 
^ v |tbe levels of income m the developing 
f t {countries. Thus, the development of 
, ideveloping areas is mutually beneficial to 
\ fboth the developed and developing 
, countries . 6 

\ | I propose that it is within this framework 
l {that India should develop its own 
'4 {development strategy under the newly 
V^emerging global economic and political 
, (environment. 1 also wish to reiterate [see my 
, pearlier paper Kumar 1994b] that this is 
. {essentially the same framework that 
t tjMfthalanobis used for developing the 
• perspective plans for India's economic 
, (development. This framework, when used 
I da the conditions prevailing at the time of 
{Stadia's independence, gave rise to a set of 
gWevelopment strategies that our country 
BeuccBSSfully followed in the 1950$ and the 
I ghteOft. Now in a radically different economic 


and political environment, both at home and 
abroad, we needto apply this same framework 
for determining India's plan strategies. 

There are quite a few of our countrymen 
who unconditionally, unthinkingly, and 
wholeheartedly support the Occidental 
reform package. These are the people who 
wish to submit themselves to the pressures 
and tactics of the other powerful players in 
this global economic game, and they thereby 
seem to close the options either for forming 
co-operative arrangements or for creating a 
new set of rules of the game that are more 
beneficial to us. There are also those who 
on the other hand, argue either for no reforms 
at all or for the old alternatives. These are 
the people who are turning a blind eye to 
the realities confronting the country. The 
policies they suggest areof very little practical 
relevance. They are not viable in a vibrant 
global economy that is unfolding itself. 

The framework 1 suggested above, and the 
strategies I shall outline in the next section 
constitute what one may call a 'Middle Path', 
the only path that is best suited to us. 

V 

A Strategic Planning Approach to 
Designing Economic Reforms 

Strategic planning , corporate planning, 
total quality management, etc, are the terms 
that are widely used by the management 
professionals. It is these terms that I wish 
to use in order to outline a design for a proper 
reform strategy. 

At a time when management as a science 
was yet ip develop Mahalanobis took the 
concepts and the tools of business 
management to the problem of managing the 
economic development of an entire country! 
Mahalanobis' concept of development 
planning is nothing but the management of 
economic development. Methods of 
formulating and solving the problems aimed 
at improving the system performance were 
developed and applied during the second 
world war; and soon after these methods 
were generalised and applied to improve the 
performance characteristics of business 
organisations. This was termed an operational 
research approach then, and general systems 
approach, later. The latest variants of this 
approach are incorporated in the concepts 
of strategic management, corporate planning, 
and total quality management. This approach 
consists of the following components: 

(i) An enunciation of a management 
philosophy that guides us in setting up 
the major objectives and goals, 

(ii) generation of widespread belief among 
the people in such a management 
philosophy, 

(iii) formulating the objectives and setting 
the goals according to the management 
philosophy, 

(iv) an understanding of how the system 


worira by collecting the necessary 
information, 

(v) identification and listing of the 
endogenous factors that serve as the 
system's internal strengths and 
weaknesses, 

(vi) scanning of the external environment 
to generate long-term and short-term 
future scenarios of that external 
environment, 

(vii) identification and listing of those 
factors, exogenous to the system, which 
should be regarded as threats, and those 
other exogenous factors which should 
be regarded as opportunities, 

(viii) to examine if the existing institutional 
structures are adequate to cope with 
the changes or trends taking place both 
within the system and outside the 
system, and to design alternative 
institutional structures that are 
required, or to modify the existing 
institutional structures, 

(ix) identification and listing of factors that 
are controllable, along with an 
assessment of the cost of exercising 
such controls, 

(x) an assessment of the impact of alternate 
strategies on the system performance, 
ranking of alternate strategies, and 
choosing the best possible strategy, 

(xi) to recognise the importance of people 
who play different roles in the system 
and to seek their co-operation through 
incentive compatible signals. 

Nehru and Mahalanobis had enunciated 
a development philosophy of achieving a 
socialistic pattern of our society with rapid 
economic growth by not aligning with any 
superpower in the world. The management 
philosophy need not be petrified for all times, 
it needs modification once in a long while 
when the evolution of the system warrants 
such a modification. As some degree of 
socialistic pattern of society has already 
emerged and as there is no meaning to the 
concept of non-alignment now, with the 
disintegration of the Soviet Union, it is high 
time that our country revise its management 
philosophy. I wish to suggest that we now 
adopt as our development philosophy res¬ 
trained or moderately controlled welfare capita- 
lism. I must explain what I mean by some of 
these terms. The words restrained and welfare 
are related. It is the concern for the welfare 
of the vulnerable sections of the society that 
should be the guiding principle for mode¬ 
rately restraining the free market forces. 

Since traditional methods of war are being 
replaced by guerrilla wars and international 
terrorism, there is no virtue any more to stick 
to the age-old rigid stand on signing the 
Nuclear (Non)Proliferation Treaty (NPT). 
Instead, by agreeing to sign the NPT our 
country should seek the support of the U S 
government in combating international 
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terrorism arei<faT*gtn^ 
should take advantage of (he successful 
democratic capitalism that currently prevails 
in US Germany, Japan and India and seek 
the co-operation of the other three countries 
in our march towards economic reforms for 
accelerated growth and development in the 
newly emerging global environment. 

What we have failed to do during the last 
five years, or even earlier during the 
stewardship of the late Rajiv Gandhi when 
we initiated economic reforms, is to clearly 
articulate the new philosophy for the 
management of development. If we want our 
reforms to succeed the next most important 
step we need to take is to articulate our new 
development philosophy and generate 
widespread belief in, and acceptance of, that 
philosophy. We cannot adhere to an old 
management philosophy and push new 
strategies suggested by others that are 
inconsistent with the old philosophy. 

Wc achieved some degree of growth and 
equity during the last four-and-a-half 
decades. We now realise that a more equitable 
distribution of a small piece of cake is no 
longer as desirable as going for a much 
larger cake, by even sacrificing just a little 
il necessary on the equity objective, if it can 
give every one a larger piece of cake. We 
must now set ourmajor objective as achieving 
accelerated growth taking full advantage 
that the newly emerging global environment 
offers us. In so doing we must also be aware 
of the threats the same competitive global 
environment poses. One major objective 
therefore should be to increase our exports 
to the hard currency areas in order to pay for 
our imports from those and other countries. 

There are no two views on the relevance 
of economic reforms. They are relevant. 
There are, however, different views on what 
form the reforms should take. 1 argue that 
the choice of the short-term economic policies 
and the longer term economic reforms, 
including the restructuring the institutional 
arrangements, etc, should be based on the 
approach described above. The sequencing 
of economic reforms also should be based 
on the above framework. The debate on 
economic reforms will be more scientific, 
meaningful, and useful if the people engaged 
in the debate clearly identify the exact 
framework they have in mind along the lines 
indicated above. 

For instance, if the reforms for India are 
designed by the IMFstaff it can be concluded 
that those reforms are based on their 
perception of: (i) what our development 
philosophy ought to be, (ii) how our economy 
works', (iii) what we ought to believe as our 
opportunities, and what we ought to believe 
as our threats, and finally (iv) what 
institutional changes we ought to believe as 
necessary. If the reforms are developed by 
ourown resident economists, who by residing 


in India bear both the pleasures and pains 
of living in India, then the strategies they 
design can be expected to differ significantly 
from those designed by the IMF staff. To 
argue that there are no differences in 
perceptions and objectives between these 
two groups is, to put it very mildly, being 
hypocritical. This close relation between the 
observer and the observed and between the 
designer and the designs is very important 
in this debate on economic reforms. 

We cannot delink the circumstances under 
which our country had to go to IMF for a 
loan to cope with the serious balance of 
payments problem and the reform package 
that we subsequently adopted, mainly under 
the behest of the IMF. If at all there is even 
a slight doubt that we did compromise our 
country’s interests under pressure from the 
IMF we should seriously consider the 
feasibility of our country repaying the IMF 
loan to give ourselves a greater freedom in 
designing a modified set of economic 
reforms. This option should not be easily 
ruled out. If the sovereignty of our country 
is at stake we should be able to arouse the 
patriotic feelings among our people, 
particularly the women, who hold in their 
personal possession gold jewellery worth 
billions of dollars, to come forward to make 
personal sacrifices, if necessary, to enable 
our country to take drastic steps in this 
direction. That such a thought is not to be 
brushed aside as impractical is supported by 
the fact that India's private gold holdings 
are valued at more than 80 billion US dollars 
[Venkitaramanan 1992]. A proposal to this 
effect was first made by my colleague Atul 
Sarnia (see ‘Why Not a Gold Bank as an 
Alternative to IMF Loan?' by Atul Sarma, 
Hindustan Times , New Delhi, August 7, 
1991). 

No country can, however, formulate its 
economic problems and design its strategies 
in isolation, ignoring the political and 
economic competition and threats posed by 
the other countnes. This does not, however, 
mean that each country should take such 
competition and threats as unavoidable , 
unalterable, and given. Each country should 
try its best, through competition and co¬ 
operation, to alter those threats in order to 
minimise the losses such threats might inflict. 

VI 

What b Wrong with Economic 
Reforms in India and How to 
Redesign Them 

An appraisal of the performance of the 
Indian economy under reforms must be 
carried out using the framework given in the 
previous section. The economic reforms 
being adopted in India are not based on the 
specific strategies that would have emerged 
had the IMF developed a global planning 
model as described in Section IV. Neither 


am tfcfey based on development Strategies 
that India would havearrivedatif it had used 
the framework described in the previous 
section. This has resulted in a mismatch 
between the reforms actually designed and 
implemented and their sequencing, on the 
one hand, and the reforms and their 
sequencing that would have emerged if odr 
country had designed the reforms inde¬ 
pendently using the approach cited above. 

In order to assess the impact of the post* 
1991 stabilisation policies and economic 
reforms it is necessary to recall the 
circumstances that led us to major crisis in 
the spring of 1991. While this issue has been 
widely discussed in the literature Basu(1993), 
Bhagawati (1993), Bhagawati and Srinivasan 
(1993), Joshi and Little (1993), Kumar 
(1992), Kumar (1993), Mallick and Kumar 
(1995), Nayyar (1993), and Patnaik and 
Chandrasekhar (1995) it is useful tohighlight 
the major antecedents to the crisis. 

By the end of 1970s India’s savings rate 
had reached as high a rate as 20 per cent. ; 
The savings investment gap being narrowed j 
India seemed to face the second gap, the ] 
foreignexchangegaporthetradegap.Mqjor \ 
components of India’s imports then were: ! 
industrial intermediate goods (such as parts j 
and equipment), fertilisers and chemicals, 
capital goods, crude oil and petroleum 
products, and precious stones and jewellery 
which were needed to process them for value ? 
added jewellery exports. Both lndia*s 
production and its exports were constrained 
by these components of imports. India went 
toIMFforaloanin 1981 to slacken the trade 
gap. The foreign exchange reserves so 
received were not utilised properly. They 
were used partly to meet the deficit in 
government’s revenue expenditures. The 
prospect of facing the general elections in 
1984 with an IMF loan on its back was 
considered to be a serious political problem. 
The government decided to return the IMF 
loan. It was then forced to borrow 
commercially at non-concessional rates of 1 
interest. In the post-Bretton Woods 
environment of flexible exchange rates this 
meant external borrowing at very high risk. 

The liberalised environment for capital 
goods imports prompted the public sector' 
enterprises to import capital goods against 
commercial borrowing abroad. The 
commercial borrowing were in hard foreign 
exchange currencies such as US dollars, 
British pounds, Japanese Yen, and German 
marks. This must be examined against the 
background that 20 per cent of our country’s 
exports then were to the Soviet Union and 
its east European allies, whose currency 
exchange rates registered a high degree of 
volatility in the late 1980s. At the same time j 
India's exports to the western developed | 
countries also declined due to widespread [ 
recession in those countries. As India f 
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borrowed hard currencies at high commercial 
rates of interest, and did not change its 
pattern of trade away from the communist 
bloc of countries, India's creditworthiness 
had gone down This low credit rating was 
also responsible for massive withdrawals of 
foreign exchange balances from the non 
resident Indians These NR1 remittances at 
that time constituted a major source of interest 
payments on foreign loans These develop 
ments led to a major ensis of confidence for 
Indian rupee in the foreign exchange market 
This picture, which was already very gloomy, 
was further aggravated by the Gulf war and 
the decision of the Indian government to 
repatriate Indians based in Iraq and Kuwait 
at the government s expense 

Prom the above description of the events 
and circumstances it is very clear that the 
crisis India faced in the spring ol 1991 is 
not due to any major domestic enses It is 
mostly due to imprudent borrowing from 
abroad and mishandling and mismanagement 
of foreign reserves If India used the IMF 
loan of 1981 wisely with transpaiency, and 
with the pnme intention of closing the trade 
gap, and if it reoriented its export tiade the 
crisis would not have arisen It India had 
gone for the economic relorms in 1981 
boldly and with a determination, and if it 
did not return the IMF loan things would 
have been entirely different today People 
all over the world would have been talking 
of India's roaring (Gir) Lion instead of talking 
about the Asian Tigers and Cubs Let us 
remember the warning sounded by 
Santayana, 'Ihose who do not remember 
the past will be condemned to repeat it* 

The economic reforms package originated 
from the IMF It is based on the neoclassical 
micro-economic theory and the classical or 
new classical macro-economic theory The 
reforms arc therefore based on the framework 
that is expected to apply equally well to all 
developing countries While the structural 
differences between countries ai e often noted 
as important no serious effort is made to 
design economic reforms to suit the specific 
Structural charactenstics of the country in 
which the reforms are launched 

One of the fundamental reasons why the 
reforms have not yielded the desired results 
is that they were not specifically designed 
for our country, taking into account its 
strengths and its weaknesses, and taking into 
account the threats and opportunities it is 
exposed to It is here that the framework 
outlined in the last two sections is quite 
relevant If we wish to make good the 
opportunity before us we must accept the 
basic principles of reforms but adapt them 
or modify them to suit the structural features 
of our economy 

We have argued elsewhere (Kumar and 
Mittal 199S] that we must be quite cautious 
in thinking of exporting and or importing 


agricultural commodities The trade reforms 
must be modified in such a way that we 
increase our foreign exchange earning posi¬ 
tion in terms ol hard foreign currencies and 
minimise the use of such high value or high 
cost foreign currency to pay for our imports 

We responded to the IMF call to reduce 
our tiscal deficit But this was done by 
cutting the crucial capital expenditures on 
essential public physical infrastructure such 
as power transport, and communications 
We have not bothered to do an ABC analysis 
of which ol the government expenditure 
items we should cut if we were to reduce 
the fiscal deficit Even today we do not have 
a system ol examining the cost effectiveness 
of various government opciations Even 
among governments that offer the same set 
of services there are differences in cost 
effectiveness Benchmarking and efficiency 
cost frontier are two concepts that 
management scientists are employing with 
good results Our government can benefit 
lrotn such steps 

Sequencing and phasing of economic 
reforms also do not seem to have been 
designed specifically to suit our country’s 
structural charactenstics First we should 
have deregulated the industry and privatised 
a part of the public sector which should have 
been privatised long ago This must have 
been 1 ollowed by the banking sector reforms 
and fiscal reforms so as to reduce the 
crowding out of pnvate investment by the 
government which was the major charac 
tenstic ot our economy During this initial 
phase of leforms wc should have selectively 
permitted tariff reductions and removed 
import resitictions on certain capital goods 
and imports of matenal needed for export 
based industnes Only after our industry is 
given a level playing field should we have 


goneaU theway for total trade liberalisation. 

The strategic planning framework that is 
stressed in the paper when applied to the 
prevailing conditions in India will lead to 
the following type of analysis 
Given the major debt obligations facing 
the country in a highly competitive world 
economy and highly volatile foreign 
exchange markets our top priority should be 
to promote and reorient our exports We 
need to increase the export earnings to repay 
our debts Since the debt is in certain 
denominations we need to have our export 
earnings in those denominations Further the 
exchange rates are quite volatile under the 
flexible exchange rate regime These two 
aspects suggest that wc need to reorient our 
exports to those countries in whose currencies 
we have our debt, and that we need to 
carefully monitor and manage our foreign 
exchange reserves with regard to its 
composition in terms of appreciating and 
depreciating foreign currencies 

rhe next step in our analysis of the problem 
is to examine (he structure of our exports 
m terms of the sectors that do the major 
exports and the direction of those exports, 
vi7 the countries to which wc export Having 
examined that then we need to look at all 
such industnes which export to the hard 
currency countries We need to see what 
factors constrain those exports If the 
constraint is in terms of our market share 
we need to explore the possibilities of 
increasing the market share by improving 
the quality of the product and by reducing 
the cost of production The latter aspect, vi/ 
reduction ol cost ot production will guide 
us on some new policy directions We can 
examine the vanous inputs for the production 
of important export goods and ask ourselves 
in what way the government can help reduce 
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the cost of thoto inputs. Cost of infrastructure 
plays a key role in this type of reasoning. 

If our country has to sustain a comfortable 
position in the world economy in the long 
run we need to generate reasonable future 
scenarios of the world economy and see how 
we can make a good niche for ourselves. 
Again this calls for a strategic approach 
outlined in the two previous sections. 

I do not think we have done any serious 
analysis of this nature. On the other hand 
we seem to be having too much of 
unwarranted confidence in the working of 
the free market forces to help increase our 
exports. They might do so in the tong run. 
but through planning and state intervention 
we might hasten the process. The slow pace 
of growth of exports we observe can be 
attributed to this neglect of strategic planning. 

Wc have been chanting the pnvatisation 
mantra without creating the necessary 
institutional framework. Privatisation of 
power and transport sectors is a case in point. 
Wc need to create new incentive compatible 
institutional mechanisms, such as open 
competitive bidding that enable a smooth 
switch over from the public sector to the 
private sector. We must think not of reducing 
the role of the state but, think of giving the 
state a new role of enabling development 
and growth instead of regulating or 
strangulating growth and development. In 
fact there is only one next step, the only step, 
which will lead us to a promising path in 
the newly emerging global economic 
environment. This step is to prepare a strategic 
plan for management of economic 
development in the new environment along 
the lines indicated in the last section. 

Another issue related to privatisation \s 
the so-called exit policy and the associated 
safety-net. Both the concepts and the choice 
of names evoke high negative responses 
from people in a country such as India. Exit 
policy and safety-net do not work in a large 
democracy with a large public sector. The 
word exit means throwing an employed 
person out of employment. The safety-net 
means that wc are showing pity on a person 
we are ourselves throwing out of 
employment. What is more practical and 
feasible is the gradual privatisation of selected 
public sector enterprises in the initial stages. 
When the reforms take root then there is no 
problem with this issue as people themselves 
would prefer to leave the public sector and 
go to the private sector. This process would 
be hastened if a suitable scheme of voluntary 
retirement is designed for the public sector 
enterprises. There has to be a definitive 
scheme, in the initial stages, for retraining 
and relocating the employees of the most 
loss-making public sector enterprises. Such 
an important aspect cannot be wished away 
to happen by itself through market forces 
or through government decisions. A feasible 


plan of action must be prepared, and the 
people who are affected must be consulted 
and assured that the plan would offer them 
betteropportunities. Unless wedo something 
seriously about it quickly no restructuring 
or reform becomes feasible in our country 
as the public sector already occupies the 
commanding heights in terms of employment 
and votes. 

One major achievement we have made, 
however, is to prepare ourselves for economic 
reforms, and launching some of them in 
some form. The basic inertia against reforms 
is not there any more. It is left to us now 
to reformulate the reforms appropriately to 
suit our specific needs according to the 
strategic planning approach outlined above. 

The conclusion that emerges is rather 
discomforting. The economic reforms did 
not deliver the goods even after five years. 
This is because they are not suitably designed 
to suit our country's specific needs and 
conditions. Unless we wake up and do some 
thing quite serious we may be the victims 
ot Santayana’s warning. What wc need to 
do is to return to the drawing boards and 
get hack to planning, the Mahalanobis way, 
as indicated above in the paper. 

Notes 

(Based on a paper, presented at an international 
seminar on ‘Development Planning: Relevance 
an*I Approaches’ organised by Erasmus Univer¬ 
sity, Rotterdam, the Nethci lands. Planning Com¬ 
mission. government of India, and the Institute 
of Economic Growth. Delhi, ai the Institute of 
Economic Growth, March 19-21, 19%j. 
t One might also sound a negative note and say 
that such trade generated unequal gains from 
trade between (he trading nations, and (hat 
countries such as India, West Indies, and Brazil 
hud adverse terms of trade. But the relevant 
question one must ask is: what would have 
been the economic conditions of these countries 
in the absence of such trade 7 

2 There is a lesson for us from this historical 
event which took place in Britain One must 
not hastily conclude that a part of a policy 
which displaces the poor farmers from their 
lands is bad without looking at the other parts 
of a larger policy package which provide u 
rehabilitation for them. The safety net scheme 
of the present economic reforms is supposed 
to be one such policy that is supposed to 
rehabilitate the workers displaced by the exit 
policy. How well this scheme is thought out 
and implemented is a different matter to which 
we telum later in section VI. 

3 In the later pari of the 19th century also there 
were those who, like the present day critics 
of economic reforms, predicted that the protec¬ 
ted infant industries of France and Germany 
would be wiped out with the imports of the 
British manufactured goods. History gives us 
an assurance »hat there need not be such fears. 
The free trade helped the more efficient 
continental manufacturers to modernise their 
equipment and plants. While the small and 
inefficient firms were forced out in competition, 
there were other opportunities which opened 
up by the free trade for the entrepreneurs and 
workers of such bankrupt firms. 


4 Tbte kind of advantage of entering the field 
late and reaping the benefits of the latest 
technology is also revealed by the post-war 
economic growth of Japan and also by the 
recent records of the newly industrialising 
countries. Thus, countries like Indiaaxid Brazil 
can hope to reap similar benefits if they utiliae 
wisely the opportunities offered to them. 

5 For a detailed discussion of factors that could 
have caused the great world depression of 
1929, one may see Galbraith (1955). 

6 Mahalanobis did emphasise the need to woik 
towards the development of the underdeveloped 
regions of the world to bring about peace in 
the world [Mahalanobis 1958, 1959]. 
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BALANCE SHEET AS ON MARCH 31.1996 


(Rs in 


Schedule 

No 


CAPITAL AND LIABILITIES 
Capital 

Reserves and Surplus 

Deposits 

Borrowings 

Other liabilities and provisions 
TOTAL 


ASSETS 

Cash and balances with 


As on 
31 396 


407.459 

329.992 

5.869.161 

4.640.600 

304.833 



407.459 

265.531 

6.029.391 

1.148.406 

217.283 


11.552,045 8.068.070 


Reserve Bank of India 

6 

816,662 

489663 

Balances with Banks and money 
at call and short notice 

7 

1,316,820 

67.261 

Investments 

8 

2,430,665 

3.42L898 

Advances 

9 

5,990,942 

3,218,157 

Fixed Assets 

10 

565,200 

8,695 

Other Assets 

11 

411.716 

860,396 

TOTAL 


11.552.045 

8.068,070 

Contingent Liabilities 

12 

34,874,298 

19,271,641 

Bills for collection 


730,307 

204,746 


soa£r£ g£nerale 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31.1996 


Schedule Year ended Year ended 
No 31 396 31 395 


I. INCOME 

Interest earned 
Other income 


II. EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Provisions and contingencies 


m. PROFIT/LOSS 

Net Profil/Loss(-) for the year 
Profit/Loss(-) brought forward 


Transfer to statutory reserves 
Transfer to Government/ 
Proposed dividend 
Remitted to H O during the year 
Balance earned over to 
balance sheet 

TOTAL 


1,331,854 

60.589 


1.392.443 


1.102.762 

123.786 

101.434 


1,327,982 


64,461 

201.881 



596,074 

74,451 

195.485 

866 010 


104.937 
117,944 

222,881 


253,342 


266,342 


201.881 


222.881 


Notes on Accounts 


As per our attached report of even date 

For RAJESH RAJEEV ft ASSOCIATES 

Chartered Accountants 

Sd/» 

Partner 


For SOClfiTfi G£n£RALE 

Sd/- S<V* 

Sylvie Carle M Bncout 

Asst General Manager General Manager 


Place Mumbai 
Date June 7,1996 
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soci£t£ gEnErale 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 

SCHEDULES TO THE BALANCE SHEET AS ON MARCH 31,1996 



SCHEDULE 1—CAPITAL 

For Banks Incorporated Outside 
India 

(A) Capital 

(The amount brought in by Banks 
by way of start-up capital as 
prescribed by Reserve Bank of India 
should be shown under this head) 

(B) Amount of Deposit kept with 
the Reserve Bank of India under 
sub-section (2) of Section 11 of the 
Banking Regulation Act, 1949 


SCHEDULE 2—RESERVES AND 
SURPLUS 

I Statutory Reserves 

(i) Opening Balance 

(u) Additions during the year 

(m) Deductions during the year 

TOTAL 

II Balance of Profit/Loss 

GRAND TOTAL 

SCHEDULE 3—DEPOSITS 
A I Demand Deposits 



76,650 


253,342 


329,992 


63,650 


201,881 

265,531 


(i) From Banks 

648 

1,072 

vii) From others 

164,002 

96,834 

TOTAL 

164,650 

97 906 

Savings Bank Deposits 

16,218 

13,244 

Term Deposits 
(t) From Banks 

561,402 

2.038.257 

(n) From others 

5,126,891 

3.879 984 

TOTAL 

5,688,293 

5,918 241 

TOTAL (I+II+III) 

5,869,161 

6^029,391 

(i) Deposits of Branches 
in India 

5,869,161 

'6,029.391 

(u) Deposits of Branches 
outside India 

- 

- 

TOTAL 

5,869,161 

~M29,39I 


SCHEDULE 4—BORROWINGS 

I Borrowings in India 

(i) Reserve Bank of India 

(u) Other Banks 

(in) Other institutions and agencies 

TOTAL 

U Borrowings outside India 

TOTAL (I+II) 

Secured borrowings included in 
1 and 11 above 

SCHEDULE 5—OTHER 
LIABILITIES AND PROVISIONS 

I Bills payable 

II Inter-office adjustments (net) 

III (merest accrued 

IV Others (including provisions) 

TOTAL 

SCHEDULE 6—CASH AND 
BALANCES WITH 
RESERVE BANK OF INDIA 

I Cash m hand 

(including foreign currency notes) 

II Balances with Reserve Bank 
of India 

(i) in Current Account 

(ii) in Other Accounts 

TOTAL 

TOTAL (I+II) j 

SCHEDULE 7—BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 

I In India 

(i) Balances with Banks in India | 

(a) in Current Accounts | 

(b) in Other Deposit | 

Accounts 

TOTAL 

(u) Money at call and short notice 

(a) With Banks 

(b) With other institutions 

TOTAL 
TOTAL (l+ii) 


As on 
31 3% 


540,600 

3,100,000 

1 . 000,000 



As on 

31.3.95 


44,071 

404,335 

700,000 


1.148,406 


66,194 

87,745 

27,035 

40.390 

211.604 

89.148 

304,833 

217,283 

212 

108 

816,450 

489,553 

816,450 

489,555 

816,662 

489,663 

10,444 

45,777 

451.326 

1.050 | 

461,770 

46,827 
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socrfrrii G£n£RALE 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES TO THE BALANCE SHEET AS ON MARCH 31,1996 


T 


(Rs ui 000’s) 


(Rs 000’s) 



A*» on 
31 3 96 

As on 
31 3 95 

II Outside India 

(i) In Current Accounts 

With SG Branches 

■ 

15.045 

With Other Banks 

mM^. -. ( 

5,389 

TOTAL 

53,700 

20,434 

(u) in Deposit Accounts 

- 

- 

(ui) Money at call and short notice 

801,150 

- 

TOTAL (i*hi+iii) 

855,050 

20,434 

TOTAL (l+II) 

1,316,820 

67,261 

SCHEDULE 8—INVESTMENTS 

Investments in India 
(i) Government securities 

2,227,096 

2,174.763 

(ii) Other approved securities 

5,500 

5.500 

(m)Shares 

2,089 

180 

(iv)Debentures and bonds 

95.980 

125,980 

(v) Others 

100,000 

1,117,475 

TOTAL 

2.430,665 

3.423,898 

SCHEDULE 9—ADVANCES 



A (i) Bills purchased and 
discounted 

1,082,126 

631,607 

(ii) Cash credits overdrafts and 
loans repayable on demand 

1.939,532 

1,185,674 

(hi) Term loans 

2,969,284 

1,400,876 

TOTAL 

5.990.942 

3.218.157 

B (i) Secured by tangible assets 

4,299,090 

1,970,383 

(ii) Covered by Bank/ 

Government guarantees 

307.736 

134,236 

(iii) Unsecured 

1,384.116 

1,113,538 

TOTAL 

5.990.942 

3,218,157 

C 1 Advances m India 
(0 Pnoiity sectors 

823.959 

168.180 

(ii) Banks 

791,933 

- 

(in) Others 

4,375,050 

3.049,977 

TOTAL 

5.990,942 

3.218,117 

II Advances outside India 
(i) Due from Banks 



<n) Due from others 

i 

- 

(a) Bills purchased and 
discounted 



(h) Syndicated loans 

- 

- 

(c) Others 

- 

- 

TOTAL 

_ 


GRAND TOTAL (CHCII) 

5 990.942 

3.218.157 



As on 
31396 

As on 
313 95 

SCHEDULE 10—FIXED ASSETS 

1 Premises 

At cost as at 31st March 
of the preceding year 



Additions during the year 

533,974 

- 

Deductions dunng the year 

- 

- 

Depreciation to date 

(8.900) 

- 

TOTAL 

525,074 

- 

II Other Fixed Assets (including 
furniture and fixtures) 

At cost as at 31st March of the 
preceding year 

25,167 

23’,584 

Additions dunng the year 

38,862 

3,149 

Deductions dunng the year 

(9,903) 

(1,566) 

Depreciation to date 

(14,000) 

(16.472) 

TOTAL 

40,126 

8.695 

TOTAL (1+11) 

565,200 

8,695 

SCHEDULE 11—OTHER ASSETS 
I Inter-office adjustments (net) 

3.819 

431 

II Interest accrued 

68,031 

73,645 

III Tax paid in advance/tax 
deducted at source 

153.902 

60.267 

IV Stationery and stamps 

37 

19 

V Others 

205,967 

726,034 

TOTAL 

431,756 

860,396 

SCHEDULE 12—CONTINGENT 
LIABILITIES 

I Claims against the bank not 

acknowledged as debts 

1 

3.812 

2,821 

11 Liability on account of 

outstanding forward exchange 
contracts 

32,227,652 

18,181,204 

HI Guarantees given on behalf of 
constituents 
(a) In India 

1,619 036 

411,271 

(b) Outside India 

- 

- 

IV Acceptances, endorsements 
and other obligations 

733.798 

326,273 

V Bills rediscounted 

290.000 

350,072 

VI Other items for which the bank 
is contingently liable 

_ 

- 

TOTAL 

34.874,298 

19,271,641 


* 


t 
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-- SOCIETY GEN^RALE 

|^H THE FRENCH AND INTERNATIONAL BANK 

■HHHRH (Incorporated in France with Limited Liability) 

INDIAN BRANCHES 

SCHEDULES TO THE PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31.1996 


(Rs utOOO’s) 

(Rs inOOO's) 


Year ended 

Year ended 


Year ended 

Year ended 


31396 

313 95 


313 96 

31395 

SCHEDULE 13—INTEREST 



SCHEDULE 15—INTEREST 



EARNED 



EXPENDED 



1 Interest/discount on 



1 Interest on Deposits 

724.329 

482,974 

advances/bills ' 

760.914 

289,957 







II Interest on Reserve Bank of 



II Income on investments 

434,506 

596,288 

India/Inter-bank borrowings 

378.256 

108,645 

Ill Interest on balances with 



HI Others 

177 

4,455 

Reserve Bank of India and 






other interbank funds 

133,766 

37,433 

TOTAL 

1,102,762 

596,074 

IV Others 

2,668 

1,517 







SCHEDULE 16—OPERATING 



TOTAL 

i 

1 331.854 

925,195 

EXPENSES 




1 

i 


1 Payments to and provision for 






employees 

29,784 

16.596 




II Rent, taxes and lighting 

27,796 

21,754 

SCHEDULE 14—OTHER 



HI Printing and stationery 

2,034 

1,028 

INCOME 









IV Advertisement and publicity 



1 Commission, exchange and 



expenses 

838 

265 

brokerage 

38,462 

13,582 







V Depreciation on bank’s property 

14.188 

3.305 

II Profit on sale of investments 

18,307 

30,107 




Less Loss on sale of 



VI Directors 1 fees, allowances and 



investments 

(18,895) 

(762) 

expenses 

75 

57 

III Profit on sale of land, buildings 



VII Auditors’ fees and expenses 

71 

47 

and other assets 

0 

31 




Less Loss on sale of land. 



VIII Law charges 

288 

157 

buildings and other assets 

(1.644) 

(16) 







IX Postage. Telegrams. 



IV Profit on exchange 



Telephones, etc 

10,071 

7,636 

transactions 

6,234,180 

1,216,464 




Less* Loss on exchange 



X Repairs and maintenance 

4,999 ! 

7,490 

transactions 

(6,213,630) 

(1.235,011) 







XI Insurance 

3,696 

3.379 

V Miscellaneous Income 






(includes provision for 



XII Other expenditure (incl Head 



doubtful debts written back 



Office Supervisory 



Nil Previous Year 

1 


Charges Rs 7.300,000, 



Rs 9.999,999) 

3.809 

* 21,357 

Previous year Rs 5,000.000) 

29,946 

16,737 

TOTAL 

60,589 

45,752 

TOTAL 

123,786 

74,451 
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SOCl£r£ GEnERALE 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


SCHEDULE 17-NOTESON ACCOUNTS: 

I. Summary of Significant Accounting Policies 
1 General 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory provisions and practices 

prevailing in die country. 

2. Transactions involving foreign exchange: 

(a) Foreign currency assets and liabilities are translated on a daily basis at the exchange rates prevailing at the close of the day except for 
balances in Foreign Currency (Non-Resident) Accounts which are recorded at the relevant notional rates specified by the Reserve Bank 
of India. Accordingly, monetary assets and liabilities other than balances in Foreign Currency (Non-Resident) Accounts have been 
translated at the exchange rates prevailing at the close of the year. 

(b) Unmanned spot and forward foreign exchange transactions are revalued on a monthly basis at the then prevailing spot and forward rates 
respectively. Gains and losses arising from the above valuations are reported in the Profit and Loss Account 

(c) Income and expenditure items have been translated at the exchange rates prevailing on the date of the transaction 

3. Investments 

(a) Inves t me n ts in Securities approved for the purpose of maintaining Statutory Liquidity Ratio. 

(i) Permanent Investments: Valued at cost of acquisition. Hie difference between the cost of acquisition and face value is amortised over 
the residual maturity of the security where the cost of acquisition is higher than the face value. 

(ii) Current Investments: Valued at lower of cost of acquisition or market value or yield to maturity at rates specified by RBI circular 
no. DBOD BP.BC.44/21.04.048/96 and BP BC 43/21 04.048/96, both dated 6th April. 1996. 

(b) Other Investments 

* Valued at lower of cost of acquisition or market value or yield to maturity at rates specified by RBI circular no DBOD BP BC 44/ 
21.04.048/96 and BP.BC 43 / 21 . 04 . 048 / 96 , both dated 6th April. 1996 
4 Advances. 

(a) Provisions for doubtful advances have been made to the satisfaction of the auditors. 

(i) in respect of identified advances, baaed on a periodic review of advances, after taking into account the portion of the advances 
guaranteed by the Export Credit and Guarantee Corporation and similar statutory bodies and guidelines issued by the Reserve Bank of 


(ii) in respect of general advances, based on Management's estimate of potential exposure and taking into account guidelines issued by 
the Government of India and the Reserve Bank of India. 

(b) Provisions ui respect of doubtful advances have been deducted from advances to the extent necessary and the excess has been included 
under “Other Liabilities and Provisions'*. 

Fixed Assets: 

(a) Fixed Assets have been accounted at their historical cost 

(b) Depreciation has been provided on the diminishing balance method at the following rates per annum* 


Airmture and Fixtures 18.10% 

Computers 40.00% 

Electrical Fittings and Fixtures 33.33% 

Equipment 33.33% 

Vehicles 33.33% 

(c) Certain fixed assets which were provided without charge to the Branch by the Head Office are included m these accounts at nominal value 
for the purpose of control. 

6. Staff Benefits: 

Provision for gratuity is made on the basis of an actuarial valuation. Provision for pension benefits is made on an accrual basis. Separate funds 

for gratuity and pension have been created. 

7. Net Profit 

The net profit disclosed in the profit and loss account is after: 

(a) provision for taxes on income in accordance with statutory requirements 

(b) provisions for doubtful advances. 

(c) adjustments to the value of current investments in Government of India securities valued at lower of cost or yield to maturity 

(d) other usual and necessary provisions. 

The Capital Adequacy Ratio of the Bank as at March 31. 1996 as computed under guidelines of the Reserve Bank of India vide Circular 

No. DBOD No.BP.BC. 117/21.01.002/92 dated 22.04.92 and as amended subsequently is 8.48%. 

Swap cost amounting to Rs. 339.580,852 (Previous year Rs. 121,160,925.34) incurred on Foreign Currency (Non-Resident) (Banks) deposits 

has been reclassified from Profit/Loss on Foreign Exchange transactions to Interest on Deposits as per the FEDAI circular ref. 845/Revaluation/ 

SPL-48/96 dated 08.05.96. 

Previous year's figures have been regrouped and reclassified wherever necessary to make them comparable with current figures. 


As per our attached report of even date 

For RAJESH RAJEEV A ASSOCIATES 

Chartered Accountants 

Sd/- 

Chandnshekhar 

Partner 

Place: Mumbai 
Dree. June 7. 1996 


Signatures to schedule nos. 1 to 17 
For soci£t£g£n6rale 
Sd/- 

Sylvie Carle 

Asst General Manager 


Sd/- 

M. Bricout 
General Manager 
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SOCEfiTfi G^NERALE 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


Auditors’ Report 

1 We have audited the attached Balance Sheet of the Indian Branches of Socidtd Gdndrale (incorporated in Prance 
with limited liability) as on 31st March, 1996 and also the annexed Profit and Loss Account for the year ended 
on that date 

2 In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together with the 
provisions of sub-sections (1), (2) and (5) of Section 211 and sub-section (S) of Section 227 of the Companies 
Ac t, 1956, the Balance Sheet and Profit and Loss Account are not required to be and are not drawn up in 
accordance with Schedule VI to the Companies Act, 1956 The Accounts are, therefore, drawn up to conform 
with Forms A and B of the Third Schedule to the Banking Regulation Act, 1949 Subject to the foregoing observations, 
we report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory, 

b) The transactions of the Indian Branches which have come to our notice have been within the powers of the Indian 
Branches of the Bank, 

c) In our opinion, proper books of account, as required by law, have been kept by the Indian Branches of the Bank 
so far as appears from our examination of those books, 

d) The Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with books of 
account. 


e) In our opinion and to the best of our information and according to the explanations given to us the said accounts 
give the information required by the Companies Act, 1956in the manner so required, for Banking companies and 
read together with the notes, give a true and fair view* 

(0 In the case of the Balance Sheet of the state of affairs of Indian Branches of the Bank as at 31st March, 
1996, and 

(u) In the case of the Profit and Loss Account, of the profit for the year ended on that date 


For RAJESH RAJEEV A ASSOCIATES 
Chartered Accountants 
Sd/- 

Chandrashekhar 

Partner 


Place Mumbai 
Date June 7.1996 
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Behind the Verdict 

Wl|at Kind of a Nation Are We? 

Javeed Atom 

This paper examines the verdict of the Lok Sabha elections not to provide a reading of the votes and seats and 
their statistical significance , but to go into and work towards answering two larger questions: (I) What kind of notion 
of the nation is getting articulated in the way people have given expression to their political preferences in this and 
the previous two or three elections ? (2) What are the implications of the oft-repeated assertion that there is a disjunction 
in Indian politics between the social reality and the nature of political power? While remaining supportive of the 
struggle of the hitherto excluded social groups to press their rightful claim to power, the author examines what are 
the outside limits of this process. What are the gains for the people if the disjunction is overcome? And for democracy 
and the polity sustained by it? 


THEelections have given an uncertain verdict 
1 for the eleventh parliament, but voters in 
’ most of the distinct linguistic-cultural areas 
, .or regions have also shown that they have 
a clear mind about what kind of preferences 
lomake. In these regions, who will represent 
them is not a problematic situation lor them. 
It is only that who comes to represent them 
quite unambiguously in their own regions 
no longer seems to jell into a clear aggregated 
choice if one were to look at the national 
Scene. This may in one way be unfortunate 
as far as stability, clarity and a sense of 
purpose go. But it may as well be a challenge 
for democratic and radical forces to get into 
, the act. It is ridiculous to expect that people 
Who have been pushed around by their rulers 
y for the last nearly SO years and have been 
fonding for themselves in the absence of an 
effective democratic movement would clarify 
the muddle for the sake of the ruling classes. 
Whoundermmed thedemocratic institutions 
1 end who is responsible for the serious decline 
, Of the existing party system and for the 
partial defeat of the class-based democratic 
Struggles at the all-India level and a complete 
' Jettisoning of the gi eat transformati vc agenda 
. with which we all started with great tanfare 
it the moment of our ‘tryst with destiny*? 
With all of this has also disappeared the 
larger all-India perspective from popular 
-Consciousness; something which was an 
outstanding gain of the anti-colonial struggle 
in which people were constantly on the 
move with common goals and democratic 
hopes. For the concerned political class it 
is not unimportant to ask some of these 
questions to be able at least to get into the 
id. To repeat, the verdict of this elections 
even if worrying, therefore also a 
challenge. If the Left and democratic forces 
cannot rise for the battle to save India from 
the fascist threat from their relatively secure 
regional strength, then the people of India 
|eem to be in for a long period of doom. 

Faced as we are with such a situation, the 
purpose of this paper in examining the 
electoral verdict is not to provide a reading 
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of the votes and seats and their statistical 
significance. This will only be used to provide 
a backdrop to some of the larger questions 
that 1 seek to go into and work towards an 
explanation of two of these. In order of 
importance these are: (1) What kind of 
notion^.) of nation is getting articulated in 
the way people have given expression to 
their political preferences during this and the 
previous two or three elections? (2) I want 
also to look at the implications of the oft- 
repeated assertion of V P Singh, one of the 
most perceptive of the political observers of 
Indian politics, that there is a disjunction in 
Indian politics between the social reality and 
the nature of political power (as it gets, one 
could add, crystallised for exercise by the 
ruling classes). Together with this, there is 
also the perfectly understandable argument 
that the churning going on in our society is 
a result of the struggle of the hitherto 
excluded social groups to press their rightful 
claim to power. One can infer here by the 
tone of V P Singh's assertion that the 
overcoming of this disjunction or the closure 
of the gap between social reality and political 
power should be a welcome development. 
This seems to be his normative position; 
normative because in his numerous 
interviews over the years since he took that 
crucial decisive step to implement the Mandal 
Commission Report he quite clearly has 
been talking of this transition as one for 
social justice. While remaining supportive 
of this struggle, 1 would also like to see what 
are the outside limits of this process. What 
are the gains for the people - exploited, 
oppressed, vulnerable, excluded, etc - if the 
disjunction is overcome? And for the 
democracy and the polity sustained by it? 

I 

Nation and Its Image in 
the Verdict 

As we come to the verdict and what lies 
behind it. I will try to show that while the 
BJP has emerged as the biggest party in 


terms of the seats, it does not represent the 
nation. In fact the idea of India^that it has 
propagated with vehemence does not find 
acceptance in a large contiguous area of 
India. By sorting out the electoral data one 
can discern that the people of India are 
giving expression to, without perhaps clearly 
realising it. two very different conceptions 
of what it means for them to be Indians. It 
is not unimportant tor them to give a verdict 
on. in face of what they have been exposed 
to by the militant Hindu nghtwing, what it 
means to be an Indian. 

Let me try to derive what 1 see as the 
emerging models of the nation called India 
behind the verdict. It is crucial we know 
ourselves as a nation without prior a priori 
conceptions drawn from the rich hentage we 
on the Left possess. It is no more a matter 
of going by definitions m how we position 
ourselves in handling the ‘national question’ 
as it is posing itself in India. 

Of the states in India with more than two 
scats in parliament, 13 already have a more 
or less clearly developed two-party system. 
(In talking of the two-party system it seems 
quite reasonable to treat stable coalitional 
patterns, like that in Kerala for instance, as 
also part of this system.) If the two major 
parties or stable coalitional patterns manage 
to get 75 per cent or near about of the total 
vote and the rest of the vote is scattered 
among other parties and Independents, then 
one can treat it as a two-party system. Of 
these 13 states, there are six states wherein 
BJP is one of the two parties that dominate 
the political scene (all figures in parentheses 
are the combined percentages of the two 
leading parties) and these are Himachal 
Pradesh (93.9), Delhi (93.7), Gujarat (87.5). 
Rajasthan (82.5), Maharashtra (73.4) and 
Madhya Pradesh (73.2). In six of the other 
seven states with a two-party setting the BJP 
is a minor presence polling 5 to 7 per cent 
vote and it is only in Orissa that it has a 
sizeable vote having polled 13.2 per cent of 
the votes and being in the second position 
in three of the 20 constituencies, in Andhra 
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(88), Punjab (73.1) Tamil N*du (percentage 
* difficult to arrive at because of the confusion 
by the successful revolt of the anti* AI ADMK 
Congress faction but the two way contest 
is quite dear) one or the other regional party 
is dominant; in West Bengal (86.9) t Tripura 
(86.6) and Kerala (76.2) the Left Front with 
CPI(M) as the leading force is the dominant 
force; only in Orissa are the two national 
secular parties the main contestants. In all 
the states where a two-party system has 
taken root the Congress continues to be a 
force to reckon with. Interestingly, as an 
aside, in states like UP and Bihar where the 
Congress has disintegrated there is a situation 
of intense multi-party competition and of 
confusion with fortunes changing along with 
shifting alliances. In Karnataka, Assam and 
Haryana the situation is one of multi-party 
competition but the direction is unclear. Of 
these five states, in UP the BJP has achieved 
a stable dominant position enjoying 
overwhelming support of the dominant castes 
and in Karnataka, the only southern state, 
it has a stable sizeable presence with about 
a quarter of the vote over the last few elections, 
but in Haryana its political lot tunes have 
y/idely fluctuated (this time it gained 24 per 
cent vote over 1991) depending on the sort 
of alliances it has managed to enter into and 
whenever it has gone alone it has not done 
well and in Assam it has not managed to 
spread beyond a few pockets giving it a vote 
around 15 per cent. 

The fact that all of this docs not combine 
into any coherent pattern of majority for any 
party at the centre in spite of the fact that 
these respective verdicts at the state level arc 
so clearly unambiguous. It is not just a case 
of the politically federal nature of the verdict 
whatever be the nature of constitutional 
scheme of power but much more a case, 1 
believe, of the manifestation of the 'national 
question* in India in a new form. A large 
numberof Indian nationalities are now setting 
forth the conditions only in terms of which 
the country or the Indian nation can be 
defined. No definition of a nation of asingular 
kind and the political requirements of unity 
based on that are any more going to matter 
to the people in these regions. Gone then are 
the days when one type of leadership or 
party or centre could hustle people into 
accepting that India can only mean this 
and not that. This in itself does not pose 
a situation of a threat to the unity of the 
country as is sought to be made out by BJP 
supporters. What rather represents a threat 
is to try to impose another monolithic 
definition, that of Hindu nation, or what is. 
euphemistically, also being referred to as 
cultural nationalism, as the BJP has been 
trying to do in place of the secular monolithic 
definition of the Indian nation inherited from 
the ruling class misconceptions about the 
nature of Indian society. 


For all the great errors of the Communist 
Fatty of India in those days and some of 
which were patently stupid in relation to the 
demand for Pakistan and the larger questions 
that it then posed, it is a vindication of its 
stand that India can only be a voluntary 
union of nationalities and that there is no 
way in which these can be coerced to be a 
part of India arbitrarily defined from the top 
by the ruling classes in terms of the 
requirements of their rule. What seems to 
be happening today is not a questioning of 
India as a nation as such but people 
representing the different linguistic-cultural 
zones and belongingto different communities 
there are coming forward to define India in 
terms of their experience of the nation called 
India over the last nearly 50 years. It should 
be evident to any student of Indian society 
that in a country as diverse as India (its 
diversity is perhaps more than that of the 
European continent in the sense that a 
Gujarati may be more different from a 
Tamilian or a Mizo than a Greek would be 
from the French and so on) with histories 
of the people equally different and therefore 
the store of memories which people draw 
upon to make sense of politics, the sense of 
being Indian cannot obviously be the same 
if allowed democratic articulation. This is 
what seems to be happening in India as 
people are now freely coming forth with the 
way they have experienced India and what 
kind of a sense it makes to them to be called 
an Indian The fear of being branded the 
enemy of nation or anti-national which had 
gripped the country in the wake of partition 
is now finally, and for good, coming apart. 
And the danger is not in this happening 
because regions and people within these 
regions seem to be capable ol sorting it out 
but in the efforts of the BJP to foist another 
but more pernicious monolithic definition 
of a nation and a morbid nationalism to go 
with it. BJP politics is simply to annul this 
great emerging experience of the people 
which is leading to the democratisation of 
the national question which the intelligentsia 
in all ruling class parties completely failed 
even to notice as the need of the times. It 
should therefore come as no surprise that 
none of the political parties representing the 
various nationality interests could come 
forward to BJP appeals. They could feel 
thoughtfully as well as instinctively that 
what the BJP has come to represent is the 
diametric opposite of the experience that 
they have come to authenticate and actualise. 
Here there seem to me to be one very 
important base to wage a long battle against 
Hindu nationalism and the fascist force that 
hides behind it. 

In all the 13 states where a two-party 
situation prevails, there has emerged, over 
the years varying from state to state, adistinct 
political make-up centred around the 


ttdgotedc<tdtural specificity and/or history 
of the region together with that of the 
democratic movement there which now 
seems to condition in a strong way the 
political preferences of the people of the 
states. Or how else do we explain theenduring 
persistence of certain ideological trends and 
political parties or formations centred around 
these ideological trends in some of the states* 
But within all this variation, if we look at 
the resemblances and approximations across 
the states in terms of their affinities we find 
two broad patterns of national identity. 

There is in an entire contiguous region 
covering almost the whole of southern India 
(barring Karnataka) and stretching over 
eastern India into Assam and north-eastern 
states, an absence of recepti vity to something 
like Hindutva. Nationalism defined in 
religious-cultural terms and therefore a 
conception of nation entailed in it in which 
a strong equation between Hindu religion 
and the nation is posited has failed to gain 
a foothold in these regions. Not that religion 
is any less important here but what does not 
seem to appeal to the political imagination 
of the people (or the popular consciousness) 
is the overt, tangible and direct connection 
between politics and religion and therefore 
the equation that follows between nation and 
religion among all shades of the mitiumt 
Hindu right- wing. In this region there is also 
a much clearer sense of distinct nationality I 
make-up within each of the linguistic cultural 
groups or stales. Let us therefore add that 
in this entire region the sense of nationality 
together with the sense of being pn Indian 
is very strong. In other words, this means 
that the sense of being an Indian does not 
swamp or trump the strong nationality 
sentiments and their diverse articulations aft 
accepted as legitimate forms of political 
expressions. Nevertheless what seems to me 
to be quite clear is that a different form of 
a notion of nation is getting articulated in 
these regions where affinial links exist in 
terms of a rejection of religion-based 
nationalism. This is of quite some 
significance in understanding the shape of 
India that is slowly taking shape with the 
undermining of the monolithic nationalist!' 
centre that posed itself as the sole basis of* 
keeping India together. 

Let us note in passing that in this entire 
region (let us also call it the anti-Hindutva 
India) there are something like 213 
parliamentary seats and BJP has managed 
to win a mere one seat here, a success rate 
of below 0.5 per cent, and that one seat is* 
in Assam. In all the other states it has drawn* 
a blank polling as low as 2.6 per cent ofjj 
the vote in TN. Only in Assam (16.5 perj 
cent) and Onssa (13.2 per cent) it could poll! 
a sizeable vote. We will look at the future! 
prospects of BJP a little later but for now! 
one can note in passing that its chances ofj 


Economic and Political Weekly June 22, 1996 



growing into a much bigger force exist to 
quite some extent in Assam and Orissa. 
Rrom the mid-1980s onwards the BJP's 
support base in both the states has steadily 
gone up. In Assam from a mere 0.4 in 1984 
its vote went up to 9.6 in 1991 to 16.5 per 
cent in 1996. Likewise in Orissa from 1.2 
in 1984 it went up to 9.5 in 1991 and to 13.6 
in 1996. In Assam unlike in Orissa this 
growth of the BJP is strongly countered by 
a very articulate nationality movement which 
itself is facing demands of various smaller 
people with clear national make-up. 
Nevertheless the gain over the support level 
of 1991 is significant because those were 
times of unbridled communal frenzy. 

Now the absence of support in most parts, 
fin spite of some possibilities of growth in 
a few states, of the anti-Hindutva India makes 
it important to examine the claim of the BJP 
that it has a mandate to rule over India 
because it is the largest single party. What 
kind of largeness does 160 seats on the basis 
20 per cent and another 3 per cent of the 
allies (plus another 15 of Shiv Sena its only 
firm and reliable ally) represent in the 
largeness of India? It is representative 
territorially of less than half of India and has 
a winning capacity restricted as of now only 
from about 330 seats. In any democratic 
understanding it should not matter from 
where all one wins the seats. No one will 
object if a certain party were to win its 
majority from only half the country in the 
US or Australia. Such a claim if it were to 
be transferred to the Indian situation would 
lead to an abstraction of democratic 
understanding from all its concrete 
specificities. No party in India can hold the 
country together for long in a situation like 
the one BJP finds itself in. Under the BJP 
government the people would find it 
extremely difficult to feel like one. Now BJP 
for all its bravado knows itself to be in a 
very difficult position to gain a majority in 
India. To do so it will have to win a staggering 
85 per cent of the seats from these 330 
constituencies in those parts of the country 
where it finds itself acceptable. Here BJP 
contested 270 seats and won 59 per cent of 
the seats and another 7 percent of these were 
won by its allies whose winning rate on the 
60seats was as low as 38 percent. It therefore 
seems very difficult for the BJP in the near 
future to win a clear majority on its own. 
The recent experience of being a pariah for 
all other parties should chasten the BJP of 
the limits that it had to encounter in claiming 
to represent India. As an aside, in the recent 
experience of the bribery and the buying of 
MPs by the Congress it seems to be so that 
the MPs perhaps put themselves in the 
market when ideological propensities are 
also there. In case of the BJP neither the 
money bags nor the lure of power could 
draw the smaller parties or the unattached 


MPs to rt. The fact that the BJP resigned 
from the government without putting the 
motion of confidence for division shows that 
if anything its support had shrunk by a few 
numbers as the dissensions between George 
Fernandes and Chandrashekhar of the Samta 
Party showed. 

To come back to the articulation of the 
notion of nation behind the choices of the 
people, let us look at a few more features 
of the BJP’s performance. The BJP won 

74.37 of its seats from the Hindi heartland, 
which includes Bihar but excludes Punjab, 
comprising 219 seats; that is, it won 119 out 
ofits 160 seats from here and it won another 
34 seats from Gujarat and Maharashtra 
making a total of 95.62 per cent seats from 
this region, that is 153 of the 160 seats. It 
could win a measly seven seats or a mere 

4.37 per cent from the southern, eastern and 
north-eastern India having a total of 247 
seats. 

The idea behind going into all this is 
simply to see the possible limits behind the 
further growth of BJP. It does not imply that 
this illustrates the end of the road for the 
BJP. It has grown very fast in certain regions 
of the country. In others it has been growing 
very slowly, e g, in Tamil Nadu it has grown 
from 0.1 in 1984 to 0.3 in 1989 and from 

I. 6 in 1991 to 2.9 per cent in 1996 or. to 
take another instance, in Kerala from 1.8 to 
4.5 and then from 4.6 to 5.5 per cent over 
the same period. In still others like Andhra 
Pradesh it got 2.2 in 1984 and 2 in 1989 
and then leaped to 9.6 in 1991 but what also 
needs to be noted is that in the earlier two 
elections it contested only two seats but in 
latter two it contested all but one of the 42 
seats but came steeply down to 5.1 per cent 
in 1996 or in West Bengal its vote in 1984 
went up from 0.4 in 9 seats to 1.7 in 1989 
in 19 seats and then in 1991 it shot up to 

II. 7 in all the 42 seats and has now come 
down to 7.0 in 42 seats in 1996. Figures tell 
their own story but here I want to point to 
two reasons which seem to me to be important 
in providing a check on the growth of the 
BJP in the foreseeable future. 

The first reason has to do with the fact 
that in all these states/regions there has been 
a powerful movement for state autonomy or 
greater power to the regions within the federal 
distribution of powers. Within this overall 
movement there is also a strong feeling in 
some regions of having been 'oppressed* by 
the centre. Assamese, the north-eastern states 
and Tamil Nadu have often also reversed the 
very principle of pan-Indian nationalism to 
argue that the centre has no right to dominate 
the nationalities. Any nationalist sentiment 
is made up, among others, of the 
understanding that no power outside what 
constitutes that nation/nationality has a right 
to define the conditions of the existence. 
Such a sense of region and the prerogative 


add exemptions it should enjoy goescouuter 
to the notion of the nation that is central 
to BJP’s understanding of what India is to 
be. This I presume is going to be a major 
obstacle in the path of BJP's growth in these 
regions. 

To come to the second reasons let us ask 
what is it in the BJP version of nationalism 
or its conception of the nation that has an 
appeal for the people of certain regions. We 
have already talked of the Hindu equation 
of the nation in BJP’s conceptualisation of 
the nation. What needs to be added here is 
the well known fact that since Savarkar in 
1925 talked of Hinduising nationalism and 
militarising Hinduism, the Muslim as a 
suspect element, to put it mildly, within the 
Indian nation has been a constant refrain 
within all hues of militant Hindu right-wing 
whatever its different incarnations at different 
points of time as Hindu Mahasabha, RSS, 
its progeny the Jan Sangh first and now the 
BJP; allied groups like the Shiv Sena may 
have a different genealogy but they have 
come to similar positions traversing diverse 
routes. Now given the fact that the Muslim 
mistrust and hatred has been a refrain it 
seems possible to suggest for consideration 
that it is only in those regions of India where 
resistance to Muslim rule has been a feature 
of the political life and where the memories 
of this history have become a part of the 
collective consciousness that the message of 
militant Hindu right wing has shown a greater 
receptivity than anywhere else. It is also 
interesting that the great Hindu cult figures 
which were historically elaborated and 
hammered into the consciousness beginning 
in the latter half of the 19th century are also 
all drawn from these regions. These are now 
part of the historical legend for the people 
of these regions. It is not that there was no 
Muslim rule in southern India or in the 
eastern parts. We all know too well of the 
Muslim rulers of Bengal or the Tipus and 
the Nizams of south and many others. The 
fact of the matter is that in these regions 
Muslim rule was resisted at different times 
but resistance did not go down in history 
as exemplary acts of Hindu courage against 
'Muslim oppression* and therefore did not 
become legendary history and further did 
not give rise to cult heroes as the ideal 
Hindu personality model. On the contrary, 
some of the Muslim rulers from these 
regions like Siraj ud Daula in Bengal or 
Tipu Sultan in what is now Karnataka did 
in fact become symbols of national 
resurgence or anti-colonial heroism and 
remain so today in spite of all the efforts 
of Hindu communalists. All this is in sharp 
contrast to what happened fin northern or 
western India. A peculiar ethos of history 
as a weapon to vanquish ’national enemies’ 
emerged in this region* It is in this ethos 
that the message of BJP has a potential 
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ground to circulate. It is tM« absence in a 
contiguous belt from south to east and 
further into the north-east that makes, the 
missing condition to help in the growth of 
BJP. Even the potential does not by itself 
create a political condition. 

Let us digress here a little and note that 
it needed a score of yean for the state in 
India to go down in the eyes of the people 
as a failed state. A failed state in the sense 
that it has withdrawn from the life of the 
people as a ‘benign' institution doing 
something here and something there to make 
life a little less intolerable for the people. 
The Nehruvian secular politics was based 
on a conception of the state as a benevolent 
institution carrying out a pervasive 
transformative agenda of amelioration and 
well-being. This has simply been jettisoned. 
It is a failed state also in the sense that it 
has become more and more repressive 
towards the class and democratic demands 
of the people and relatively indulgent towards 
communal-ethnicclaims like on the question 
of the Shah Bano case or for the Shilanyas 
and so on as the cases can be multiplied. It 
has over the years become more and more 
a naked spokesmen of the bourgeoisie 
including international finance capital and 
has concerned itself more and more with the 
management of fiscal and monetary policies 
to facilitate the growth of market-based 
capitalism. From both these directions it has 
pushed people back into their communities 
for life and sustenance. This has allowed for 
a greater articulation of political positions 
from within the concerns of the communities 
in genial and it is in certain regions with 
their pBfticular ethos that the BJP has found 
a fertile ground to push ahead with its 
sectarian and communally hostile politics. 

To come back to the main argument, it 
seems to me that the notion of India as a 
'nation' with a certain cultural mooring has 
had a very uneven refraction across different 
regions of the country. In the context of what 
has been discussed above, if we now try to 
spatially plot this spread, we may find from 
the so-called heartland, the dissemination of 
the idea of the nation as Hindu moves down 
towards the western side of the country into 
Gujarat and Maharashtra and related cultural 
belts without any serious impediments or 
political resistance; it is only recently the 
OBC's with their politics of empowerment 
have put up a resistance to the Hindutva 
wave. But as one goes towards the south one 
cannot help but discern a different pattern. 
Here one encounters a much greater 
insistence on being recognised as a distinct 
'national identity'; this of course varies a 
great deal across the different linguistic- 
cultural communities in south India. Or in 
the movement towards the eastern side of 
the country, we do not find the refraction 
of this idea as smooth or as consistent as 


in the western side of jhe country. Theft are 
demands for autonomy or muted voices for 
recognition as different nationalities; this of 
course varies across between Bengal and 
Orissa but can be seen as more strident in 
the tribal belt of Jharkhand. North-east India 
represents a different mosaic altogether. I do 
not want to suggest that the boundaries 
between the twocontiguous belts mentioned 
above are rigid or even well formed. There 
is a lot of communication across the 
boundaries and articulations flow to and fro 
and so on. Yet it cannot be questioned that 
the notion of India as it exists in the different 
cultural belts of India is certainly not of one 
kind. For building a lasting, voluntary union 
of the people it seems a bare minimum 
requirement to me to recognise this reality 
and resist the imposition of any one notion 
of India on all the regions of the country. 
India is too large and very diverse and it can 
easily accommodate many varying 
conceptions of what it is. The unity of India 
is not dependent on any one monolithic 
conception of what it means to be a nation, 
whether this monolithic conception is derived 
from the secular model of the nation or the 
pernicious Hindutva way of being an Indian. 
Both of these in different ways have been 
rejected by an overwhelming majority of 
Indians in a large region of the country. The 
civil war Bal Thackeray threatened if the 
BJP government is voted out of power is in 
actuality a war that one part of India will 
declare on the other part to achieve a position 
of domination over nationalities and even 
people belonging to communities who are 
not prepared to accept the Brahminicai 
version of Indian Hindu rashtra. 

Here then is the primary question we 
encounter in the wake of this election; always 
asking for an anwser but now posing itself 
as something unavoidable, especially from 
the Leftists who are the only people who had 
consistently raised it but have of late shied 
away from it. Let me here more away from 
the election situation as an immediacy and 
gointosomelarger questions hanging around 
with us for a considerably long time. Is or 
is not India a multinational state? 

The concept of a multinational state has 
come under serious contention when used 
in relation to India. As far as the nationalists 
are concerned, it is treachery for anyone to 
take recourse to such a conception. This can 
therefore be ignored. One cannot argue 
against charges of treachery, one may choose 
to defend oneself against these or not. But 
it needs careful consideration when radicals 
or some of the Marxists get incensed with 
its use. Achin Vanaiak in his book Painful 
Transition: Bourgeois Democracy in India 
(London, Verso, 1991) took strong exception 
to the use of this term. His contention is that 
most Marxists, especially those in the Indian 
Communist parties, have shown a tendency 


lo Mindly accept the notion of multinational 
and the formulations that go with it. Whereas 
the reality of the national formation in India 
is quite different. There is a sense in which 
Indiaisanadon.Let us lookat this contentious 
issue a little more closely. 

Unlike the nationalist of ail varieties who 
view Indiaas asingle nation in an unqualified 
way, Marxists and Communists of all hues 
subscribe to the notion of India being a 
'multinational state* and not a nation in the 
sense in which Egypt or Sweden are. TW* 
at once simply may suggest that its national 
peculiarities, made up as these are of a large 
numberof cultural-linguistic formations, put 
it together with countries like Switzerland 
or the erstwhile USSR and so on and that 
the options for politically unifying the people* 
as in Italy or Portugal or Japan, are not 
feasible in India. There is nothing in this for 
them to feel ashamed or afraid of. What 
they have to, however, clearly specify is 
the sense in which India is, if at all, multi* 
national. It is indeed here that the Marxists 
can be seen not to have done their homework 
properly, it is also on this point that the 
argument in my earlier aiticle is inadequate 
('Capitalist Transformation and National! 
Crystallisation...' EPW, January 29, I983)J 
V anaik i n fact cites this as one of the examples! 
of the uncritical nature of Indian Marxist! 
scholarship on the national question. Uptftllf 
now none of the Marxists or the Communisd 
parties and those associated with them have! 
identified the particular or characteristic! 
features within the evolution of the Indiana 
social formation, as against the making ora 
the modem Indian state, which can provides 
the basis for making formulations or reaching! 
conclusions about the 'national question* ire 
India, in the way that E M S Namboodiripare 
does in his study, The National Question 4m 
Kerala. jj 

It is of some importance at this point tdi 
note in passing that Marxist analyses of thffl 
nation have generally failed to go into tho 
intricacies of the social formation witflflira 
which the nation is situated and out of whiclu 
it acquires its characteristics. It has moire 
often than not concerned itself with relating! 
the nation to the question of the state. Ali 
unwelcome result of this has been to. 
emphasise common denominators; on deeper 
analysis these would have come out to bra 
mere surface similarities. I am therefore; 
somewhat sceptical of the re-evaluator]| 
works like those of Prakash Karat or Ajijj 
Roy or Irfan Habib in the special issue o|* 
Social Scientist on the national questioij* 
(No 37, August 1975). A more long-term; 
damaging consequence of this has been «j 
tendency to reductiomsm, not economic in* 
nature for which Marxists are often accused! 
but a tendency to deduce from conclusion}]' 
reached m another situation as in Lenin'|j 
writing; in reaching knowledge about humaijj 
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affairs you cannot per se treat a conchttlon 
as a premise. This does not mean that no 
conclusion can ever be a basis for further 
inferences. It can be treated so only after 
concrete investigations have been carried 
out. Otherwise the danger is that we convert 
historical materialism into a closed logical 
system good only for making deductions. 
This will then hinder reaching correct 
formulations valid for specific conditions. 
In lieu of scientific resources - for class and 
methodological clues-Lenin's writings 
became simply canonical; formulations 
therein became substitutes for concrete 
analyses. 

To begin with an instance, assuming a 
high degree of observable similarities in 
the structure of national composition of 
people in India and ex-USSR f the fact that 
the different linguistic-cultural groups in 
India could never be kept together into a 
single state through conquest is, it seems 
to me, of quite some consequence. The 
relatively high degree of structural 
uniformity and varying levels of cultural 
unity that India achieved in history has not 
been a result of state-induced coercion or 
forced incorporation as happened in Tsarist 
Russia or the Austro-Hungarian empire, 
etc. They only slowly came closer together 
to a pattern of uniformity/unity through 
a single framework of social actions and 
a Set of philosophical presuppositions. The 
philosophical presuppositions - notions and 
expectations entailed in concepts like 
‘karma’, ‘varna’. ‘maya*, ‘moksha’ and so 
on - slowly spread across under brahminical 
auspices and became coterminus with 'what 
is now called the Indian sub-continent. 

The pronounced variations between the 
different regions and the affinities across 
these such that we can notice certain belts 
in terms of national resemblances as 
discussed above has been a result of a number 
of features but chief among these are: one, 
the compromises that brahminism entered 
into as it expanded into different parts of 
India in the process of state formation; two, 
the history of colonial transformation; and 
the subsequent trajectories of the democratic 
movement. One may be tempted here to 
compare this to the spread of Christianity 
in Europe. But this is different as it was also 
supplemented by the spread of the same 
occupational principles and organisational 
forms of social structure having strong 
scriptural sanction and therefore enjoying 
r deep legitimacy. The varna philosophy and 
'dundeology of jati sanctified in scriptural 
* legitimacy in spite of all regional and local 
variations, provided a basis of a lasting social 
uniformity as well. All this without a central 
authority, religious or secular. 

It is important to emphasise that this was 
not limited just to the dominant classes. It 
created a common reference world and a 


framework of meanings in terms of which 
the exploited and illiterate people could be 
drawn not only into the world of Hinduism 
but could relate spontaneously to the world 
of secular activity. How these came to acquire 
adeep-rooted social acceptance is a long and 
complex story. Suffice it to note here that 
there neither was a state in the accepted sense 
nor an organised church to enforce centrally 
supervised compliance. Hundreds of locally 
based, village centred modes of enforcing 
compliance do not induce a feeling of being 
oppressed by an outside, extefhal force; local 
chieftains may have played an important 
role but they cannot be considered as the key 
element in this system of compliance. The 
state as a centralised institution, in any case, 
was an episodic presence; enjoying as all the 
new boms in India a high level of infant 
mortality. This mode ofcreation of common 
or similar cultural network and philosophical 
systems and social practices embedded in 
them is something very much an Indian 
specificity. The church and the state were cen¬ 
tral to the Christian experience in Europe and 
so was the state the chief instnimentin making 
Confucianism the hegemonic force in China. 

This civilisational inheritance does not 
imply that there existed anything like an 
Indian nation as claimed by revivalists and 
Hindu fanatics today. THe presence of such 
aci vilisational uniformity does not any where 
get automatically translated into a sense of 
national community or political unity. This 
can be easily seen in the trajectory of 
developments in the Arabic speaking Muslim 
world or the Spanish speaking Catholic- 
Christian Latin America. It may only facilitate 
- given the emergence of a common market 
and a trans-regional bourgeoisie and a 
regionally mobile elite - the growth of a 
supra-national nationalism and give acertain 
content to it when conditions emerge for a 
national awakening. Civilisation and nation 
are relations of non-identity. Anyway, it was 
into this pre-existing uniformity/unity that 
innumerable migrations took place. All such 
migrations got, with time, assimilated into 
Hinduism. 

Let me at this point disturb the narrative 
of civilisational unity. While assimilation 
was the overall pattern, it broke down when 
Muslims started coming in large numbers 
beginning from the 11th century onwards. 
Muslims were the first outside people into 
India who could not be assimilated into the 
pre-existing civilisational pattern. The 
reverse of this is also equally true. India is 
oneof the very few places where the Muslims 
after the conquest and the establishment of 
their prolonged, centralised rule could not 
convert the entire indigenous religious 
communities to Islam. Maybe this had to do, 
to hazard a guess, with the clash of two 
highly developed religions which was 
hitherto not the case with both. Both Islam 


and Hinduism had hitherto encountered 
pagan or semi-pagan people vtr-o-vfr whom 
conversion or assimilation works relatively 
easier. When two higher religions historically 
confront each other, the situation does not, 
more often, lead to a clear victory of one 
over the other. Islam's experience has been 
similar with European Christianity both in 
the Iberian peninsula and the Balkans. 
Nevertheless, Islam did spread both through 
coercion and the numerous mystic 
movements. After a few centuries, if one 
looks at the pre-partition map of India, one 
cannot fail to notice that Muslims became 
an overwhelming majority only in certain 
belts of north-western India, which by the 
time the British came had grown intodistinct 
ethno-linguistic belts. Further to the east 
of these regions, in Punjab and in a portion 
of eastern India, Bengal, they acquired a 
majority without an overwhelming 
advantage. In the rest of the country they 
did not constitute anywhere much more than 
20 per cent of the population with Kerala 
and Assam having very large minority 
components. Such a pattern of development 
had a profound impact on the evolution of 
the national question with the distorted 
development of capitalism under colonial 
patronage. It also created considerable 
confusion among the Indian nationalists in 
drawing up a clear-cut national programme 
in the face of the growth of Muslim 
‘separatism’ and the demand for Pakistan. 
(This aspect of the problem I have tried to 
deal in some detail in ‘Nation: Discourse and 
Intervention by the Communists in India' 
in T V Sathyamurthy (ed), State and Nation 
in the Context of Social Change , Volume 1, 
OUP, Delhi, 1994.) 

This inheritance of cultural givenness and 
intellectual preconceptions, in multiple ways 
of reconstruction, became an important 
ingredient in the making of modem India, 
the Indian nation-state. The freedom struggle, 
particularly in its later stages, with masses 
on the move had agreat contribution to make 
in the refraction of the idea of India as a 
Nation. Having conceded this as a fact of 
history, one needs to introduce a caveat here, 
an important one at that, for taking the 
debate on the question of India being multi¬ 
national or a single nation iq the sense in 
which Germany may be considered one. 
This caveat is also important to free ourselves 
of any monolithic conception of India; 
monolithic in the sense that what is thought 
about India in the Hindi heartland or 
Maharashtra is necessarily what is or ought 
to be thought about India in Tamil Nadu or 
Meghalaya. What I have to say on this is 
not in any way final but only an effort to 
come to grips with the complex changes 
occurring in the Indian society about how 
people view India as an entity in different 
parts of the country. 1 
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<$ve*dUt complex^ 
do we say of the issue raised earlier in this 
section? Is India clearly recognisably not 
multi-national? I think a categorical answer 
one way or the other would land us into too 
authoritative a position which is not 
warranted by the nature of our national 
inheritance or in the way social reality in 
the country is evolving, as we have seen 
above. It would very much depend on where 
we view India from and who does the 
viewings. The 'discourse' about India as a 
nation seems to have seeped down into 
popular consciousness over a large 
geographical space from the north to the 
west whereas it has failed to do so in an 
unqualified way in the east, north-east and 
south, an equally large geographical expanse. 
In an extended belt comprising many regions 
the discourse and process correspond while 
in the other belt the 'discourse' and the 
process sharply diverge. 2 When therefore it 
is viewed from one side it is clearly not 
multi-national but the same country viewed 
from another side has indeed many features 
including the perceptual ones to consider it 
as multi-national. A complexity rare to 
encounter in many other places. 

The Marxists were not wrong simply 
because we called it multi-national. Only 
now we seem to have been careless and 
given to over-generalisations. What we need, 
as it has been so for quite a long time, is 
a much more nuanced analysis of the 
'national' reality of India than has been 
forthcoming from any ideological or 
intellectual perspective. A proper theorisation 
of the national question can follow only 
around attempts to arn ve at detailed concrete 
analyses. While this requires time, a 
beginning at the level of policy initiatives 
has to be made 

Left and democratic political under¬ 
standing and a good part of related academic 
analysis have concentiated a great deal of 
their attention on the question of state 
autonomy and deep going decentralisation 
as the basis on which solutions can be sought. 
I think that things have moved far beyond 
that in the ensis regions of the country. It 
does not seem likely to me that such regions 
are going to accept these solutions in the 
conventional sense; something doled out 
from the above in which one who doles out 
remains the arbiter. 

It seems to me very important that the 
main democratic political currents in India 
must prepare the general public opinion in 
the country to be ready to reach out towards 
a radical re-negotiation of Indian federalism. 
Whatever we do in terms of fiscal and other 
related reforms (a la Sarkaria Commission), 
the fact will remain that the existing federal 
scheme had been created from above and 
then the states and regions were made to 
subscribe to it. As against this, in working 


out the new we will have to rework the 
federal scheme in such a way that the states 
and regions feel that they have voluntarily 
come together and given shape to a new 
centre altogether. How one goes about doing 
that and the modalities, these details will 
have to be worked out collectively, it does 
not make sense to attempt that here.' 

II 

Power and Social Reality 

The question that 1 would now like to 
address is the second thematic concern 
mentioned in the beginning. How well will 
the closure of the disjunction between power 
and social reality become a facilitating factor 
in handling of (a) the question of social 
justice and (b) the national question (as the 
situation delineated above)?The question of 
the limits of the process of overcoming the 
noted disjunction tn relation to both the 
gains of the exploited, oppressed, vulnerable, 
excluded and similarly placed people and on 
the other to the democratisation of the polity 
is important because V P Singh's assertion 
entails, at least as the initial take-off point, 
a minimalist conception of justice. Social 
justice is being seen primarily in relation to 
political power. Who wields power? And for 
whom? It seems clear that power, for so 
long, has remained a monopoly of a thin 
privileged stratum comprising the ‘savama* 
castes. And that this pri vilegensia perpetuated 
its own interest. The logic is clear. It has 
been the possession of political power that 
allowed it to do so. It should therefore follow 
that those who have remained excluded from 
(a share in) power should be helped to struggle 
to get their due share in power, to be able 
to wield it themselves. So far so good. Few 
will disagree with it in spite of reservations 
about how do wc define 'due'. Does it mean 
representation in proportion to the numerical 
strength of the non-’savama' communities 7 
In not only legislatures but other decision¬ 
making and implementing bodies like 
bureaucracy and other such services which 
are the source of employment and livelihood? 
At one level here is a strong case of the 
extension of democracy; its wider sweep 
over society. Democratic opportunities to 
self-represent and for self-rule and a voice 
in decision-making which have remained ad 
hoc so far in Indian society will become 
more even. This surely is a compelling and 
just plea and a welcome expectation. But the 
problem comes up precisely one step ahead. 

Once we extend the logic that because the 
privilegensia having exclusive access to 
power could easily further their interest and 
therefore once the oppressed and the like get 
hold of it they too will likewise be able to 
protect and further their interests, we get into 
deep problems. 1 do not want to quibble with 
V P Singh but, given our common immediate 


concerns* want only to see if we have an 
achievable and a credi ble case. Privilegensia 
in India is a creation of 8 specific rule of 
property which justifies itself not by 
productive reasons but by a ritual (scriptural) 
grounding of the right to own and possess 
and by the same ground of the legitimacy 
of exclusions. It is therefore that the inferior 
peasantry (many of our present OBCs) would 
cultivate but not possess and the production 
process was hedged from all sides so that 
the control of the higher castes does not 
weaken even if production suffers, Where 
control over the producer is (ritually) more 
important than the production, stagnation is 
the condition of social existence and the 
right to own (without its justification in 
efficiency/productivity) the basis of pri vilege 
and power and the right to own, in such 
conditions of justification, include a kind of 
ownership over certain attributes of persons. 
Anyway, I want to leave it here hopefully 
for another occasion. 

This does not mean that it is not possible 
to actualise (social) justice without the 
abolition of productive property. Absence 
of productive property and equal claim to 
us product as in Rousseau's state of nature 
or Marx's communist society will render the 
deployment of the concept of justice for 
what all wc want it to connote unnecessary. 
Under conditions such as those justice will 
be an unsought for presence, availability 
automatically of what is needed for a good 
or fuller life, as the case may be, from the 
point of the level of development of the 
social being. It is precisely the conditions 
under which we live that render the struggle 
for justice meaningful. Here it would mean 
a struggle for more and more equitable or 
fuller share m what the productive private 
property produces together with a fight for 
dignity and equal concern, as the initial 
condition. In other words it means a struggle 
to overcome social relations or structural 
conditions which give rise to unwanted 
constraints on one's ability to exert and be 
oneself; that is, what makes one unfree. 

Now this would mean that political power 
must move more and more towards a social 
reality which itself is moving more and more 
towards less and less unjust social relations 
and constraining structures. Or else closure 
of the disjunction talked of above will 
reproduce power at a political level which 
is a mirror-image of the social existence as 
it exists today. Indeed however representative 
it becomes as far as the spatial spread goes, 
its deeply unjust nature for those who are 
oppressed within the existing social reality 
will not be any less. On the contrary, in a 
deeply patriarchal society, the intensity of 
the oppression and pain inflicted on women 
may become worse. The Jats and the Yadavs 
and the Kurmis will not even conceive that 
the women of their community can ever give 
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a smile to the men they like. They are brutal 
and vindictive to their women and their 
attitude to women is something which easily 
extends to those less fortunate who perforce 
have to work under them. 

As power moves to reflect more and more 
the social reality, the propertied oppressed 
amongtheOBCs and groups similarly placed 
are going to gain dignity and freedom but 
the property less oppressed like the dalits and 
the depressed OBCs wilt no doubt Fight but 
often it will become a scream for dignity and 
freedom and the fear is it may remain a 
scream, becoming more shrill. Here indeed 
is a limit, not insurmountable but much 
more difficult to overcome than gaining 
representation in the legislature and services. 

This is not an excuse for the status quo 
or a misgiving against what has been 
unleashed with the Mandal movement but 
a pleading for the closure of the disjunction 
between social reality and political power 
such that in the course of this process the 
social reality itself is constantly transformed 
towards less and less unwanted structures 
and social relations. It is also a voice for the 
extension of democracy but without euphoria 
as is happening now. The euphoria and the 
pat on the back can be entertained as due 
only when democracy is getting continuously 
deepened and strengthened, which certainly 
is not happening now. Emancipated 
behaviour becomes a feature of social life 
not just under conditions of complete social 
emancipation but also under the 
pervasiveness of the struggle for social 
emancipation. It is precisely here that 
visionary social activists and thinkers like 
V P Singh have a major role to play, let us 
say can give a lead to and morally coerce 
Laloo Prasad Vadav who is prone to become 
complacent. 

As a matter of fact that expansion of 
democracy since the Mandal award, a master 
stroke of V P Singh, and the vandalism of 
the upper castes backed by the ruling classes 
is a tangible gain for the people. There is 
also every indication that the churning in the 
society since then has also created a trend 
towards the overcoming of the disjunction 
that V P Singh has talked about. But there 
are also indications equally clearly 
discernible that the gains are being frittered 
away, too soon at that. The great decline in 
the support for the ‘empowerment* coalition 
in Bihar and the increase in the support tor 
the militant Hindu right-wing is alarming; 
the BJP+allies gained a staggering 12 per 
cent in its share of votes over 1991, The 
breakdown in the Indian version of the 
rainbow coalition in UP is equally alarming 
Here is essentially the case of the propertied 
oppressed not being able to, though personal 
ambitions and angularities also had a role, 
carry along the propertyless oppressed. And 
vice versa, the propertyless oppressed not 


having an abiding faith in the worth of a 
coalition with the propertied OBCs. Together 
just these two developments have given over 
nearly 40 more seats to the BJP. It is no use, 
around this issue, counting just the percentage 
of vote gains and loses, though these are not 
unimportant as trends, because every system 
structures power in its own ways and it is 
the structured power that ultimately matters 
in who calls the shots. 

As an aside we can see here that how 
power is structured is also being clearly 
perceived by the ordinary people. People in 
Bihar living in areas adjacent to Bengal or 
those in the Bhojpur belt spilling across into 
UP may know, share and maybe prefer the 
way things are across the border, yet they 
will not vote for the CP1(M) or the JD 
candidate because they also know that power 
in their state will always gravitate towards 
Patna or Lucknow and so on. Earlier on there 
also was the trend that similar cultural zones 
would share electoral preferences. This is no 
longer so in most of India - an important 
change in the electoral behaviour. 

Anyway, coming back to the main point, 
looked at this way, BJP is a big gainer even 
it it is not, and undoubtedly so, a 
representative of India winning as it did only 
seven seats out of 240 (and just one out of 
213 if we leave out Karnataka) in the whole 
of the south, east, and north-cast India (Bihar 
is excluded here because it is being counted 
in the Hindi belt with which its politics is 
in greater proximity and culturally in closer 
affinity). Not only the seats but its vote is 
also a low 6.8 per cent in this entire region 
being a decline of 1.7 per cent over what 
it got in 1991 and this is signiheant because 
if wc go region-wise then this is the only 
contiguous belt in India where the BJP vote 
registered a decline, a not insignificant fact 
because BJP with its allies gained 2.7 per 
cent vote in its overall country-wide average. 

Now within this bi-focal nature of India 
as a nation that seems to be getting articulated 
in the way popular perceptions are taking 
shape, one entire belt stretching from the 
Hindi speaking areas to Rajasthan, Gujarat 
and Maharashtra there is greater homogeneity 
in terms of culture and historical memories 
os well as political preferences, but the real 
political division here is social, based on the 
caste lines between the upper caste lending 
towards issues of identity and the OBCs and 
dalits strong on the demand for immediate 
empowerment. While differing on subject 
of the Hinduness of the Indian nation, there 
does not seem to be any mani fest differences 
on the singleness of India as a nation. So, 
in this region, whichever way the political 
contest is settled in the long term there does 
not seem much likelihood of a debate on the 
singleness of the nation; though it will have 
a great deal to do with the survival of 
democracy and the secular nature of the 


republic, to the other belt stretching fiaro 
the north-east, east and south India the 
Hinduness is not an issue but the notion of 
India js being deeply contested. Within this 
contest there is internally too a great deal 
of variation, as can be discerned in the 
responses in the north-east and Bengal or 
the south and within the south between Tamil 
Nadu and Karnataka. This is just a sample 
of variations. In actuality these have a much 
larger range. Thus this region lacks in 
homogeneity, cultural as well as in terms of 
political choices and above all in terms of 
how to conceive of India as a nation. The 
contest about India is therefore likely to take 
place between the articulated conceptions 
that are emerging between these regions. 

In the manner in which the disjunction 
noted earlier is being overcome it does not 
seem likely that a resolution of the problem 
of the relations between the ‘nation* and 
‘regions* is going to be a smooth affair. The 
emerging distribution of power between the 
regions is itself a guarantee agamst the 
hegemonic imposition of any one notion 
of India. To this extent the distribution of 
power itself represents a relative de facto 
democratisation of the national relations. 
But how it will take shape as a radical 
renegotiated settlement as the basis of new 
federal relations is unclear. The problem 
seems to me to reside in the iact that each 
state with a national make-up is going to 
look at the problem from its own experience. 
Each ethnic group’s (as in north-cast) or 
nationality’s (as in Tamil Nadu or Assam 
for instance) viewpoint in itself is necessarily 
partial. A viable solution can be sought only 
on the basis ot the standpoint of the whole. 
If what I have delineated earlier as the process 
of the Indian national formation as distinct 
from that of the European multinational 
states is tenable, then it will need all (he 
greater theoretical sophistication trom the 
standpoint of the whole of India. It is here 
that one of the main contests about the future 
of India is going to take place. And it is 
around this, among others, that the fight 
against Hindutva is going to be settled. Hope 
is a commodity not abundant in nature nor 
is it really all that scarce. 4 

Notes 

[I ain grateful to the CSDS data unit and in 
particular to Himanshu Bhattacharya, KAQA 
Hillal, and Kanchan Malhotra for giving me 
ready-lo-usc data at very short notices. 1 would 
also like to thank Aditya Nigani and Rustom 
Singh for making comments on an earlier draft. 
For the shortcomings I remain responsible.] 

1 To elucidate a perspective on the making of 
national awakening, it may be useful to recall 
at this point that Lenin in his numerous writings 
on the national question nowhere posits the 
questions concerning the origin of nations and 
nationalities or bothers about the differences 


1618 


Economic and Political Weekly June 22, 1996 



between these terms ft would be useftit fed 
remind oneself that he was basically concerned 
about grasping the logic of historical forces 
behind the emergence of national movements 
und the consequent tasks of the revolutionary 
forces The historical salience of the problem 
with Lenin lies in the fact that the principle 
of nationality is historically inevitable m 
bourgeois society and taking this into due 
account the Marxist fully recognises the 
historical legitimacy of national movements' 

(‘Critical Remarks on the National Question') 

It would also he pertinent in this connection 
to highlight that while trying to grasp this logic 
he takes recourse to a multiplicity of terms in 
a more or less synonymous manner Terms like 
nation nationality national population 
national group national features national 
distinctions* national composition', 

nationally distinct’ national make up etc 
have been used in an interchangeable way in 
the course of building arguments during the 
polemics he had with the leading spokesmen 
of Euiopcan Social Democracy 

Whai seems < lear from his writings is that 
the ground for national movement to emerge 
is provided by the contiguous presence of 
people with a distinct identity that is more or 
less national The degree or extent ot 
development of various characteristics like 
language or traditions etc and thtir 
crystallisation seems 10 be of secondary 
importance In saying this I am quitt c onsi ious 
of the fact that Ijenin had laid gieat emphasis 
in some of his central writings on the national 
question piccisely on such characteristics In 
the Right of Nations to Self Dttu munition he 
remarks For the complete victory ol 
commodity production the bourgeoisie must 
capture the home market and there must be 
politically unified territories whose people 
speak 1 single langua ?e Therein is the 
economic foundation of national movements* 
(emphasis added) The context shows that Lenin 
was wnting of the period of rising capitalism 
and therefore the emphasis is also quite clear 
must capture home market But in the tunes 
we arc living in the capitalist mode of 
production has triumphed globally and every 
people whatever the level of theirde velopmcnt 
are deeply caught up in the all pervasive 
operations of the market Globally mobile 
bourgeoisie together with the various forms 
of national capitol control all markets to varying 
degrees 

The crucial condition today foi people with 
a national make up who are in the midst of 
movements of national awareness for the 
consolidation of their national distinctness is 
the presence ot the bourgeots condition 
Needless to add this can ansc without each 
specific people having a (national) maiket A 
single market can spun an area which is 
inclusive of a large number of nationalities 
In fact the bourgeois condition con dislocate 
people as much as a newly emergent market 
did m the period of ascendant capitalism 
although it may not always integrate people 
into new economic activities as happened 
earlier, we only have to look at various people 
in India as the Nagas or the Jharkhandis and 
many others in regions even where market 


conditions ore not fairty highly developed We 
therefore find national movements arising out 
of conditions and taking forms never foreseen 
by Lcmn For example, large coalitions of big 
tnbes with resemblances to one another are 
moving towards becoming nations all over 
Africa If we insist now that tnbes cannot move 
straight to become nations, a la Engels we 
are in to be accused by Afncan radicals ot 
being colonial anthropologists 1 here is also 
among the hill people all over a clamour to 
be treated as separate national groups and here 
topography with its distinct sense of space and 
horuon of time and of labour are becoming 
a source of feelings of national distinctness 
This can also be observed in India all over the 
Himalayan region Since colonialism and under 
late capitalism with its retardations m our parts 
of the world determination of causal chains 
and relative salience of various attributes has 
changed and is all the time changing 

In citing the above examples ai J patterns 
1 do not want to suggest that India is like Afnca 
or Latin America Far from it But within the 
great diversity of India there are regions and 
pockets within regions which may in many 
ways be similar to let us say Africa All this 
is a inattei of soecificauons and a lot of work 
needed to be done has not even begun One 
is reminded of Sartre s comment that the 
trouble with the Marxists is that they art 
(intellectually) la/y 

It is plausible to argue here as I will soon 
try to show that Lenin would not object to 
this line of argument because the capitalist 
incorporation and penetration and the 
consequent transformation ot different social 
formations in different parts of the world took 
place m *hc context ot extreme uneven levels 
of development of antecedent societies Some 
had advanced to very high levels of money 
commodity relations whereas many others were 
still at the stage of primitive soujI 
segmentation This was so not just across 
countries but even within a country there were 
regions which were highly developed while 
others had not moved out of tribal formations 
Capitalist transformation ot all these areas 
began more or less around the lime ot colonial 
expansion and forced incorporation into the 
economics of metropolitan capitalism The 
extraction of rcsoutces from these areas and 
the destruction ot indigenous economics was 
of prime importance in the primitive 
accumulation of capital tor the development 
of metropolitan capitalism but simultaneously 
led to a massive distortion of the capitalist 
transformations of these colonised soc leties 
leading not just to unevenness but great 
variations in d< velopment 

In view ol si ch a development Lcmn could 
therefore assert categorically that we cannot 
say whether Asia will have had tune to develop 
into a system of independent national states 
like Europe before the collapse of capitalism 
but it remains an undisputed fact that capitalism 
ha\ ingavsakent JA ua has called forth national 
movement* everywhere in that continent too 
that the tendency of these movements is towai ds 
the creation of nationa* stales in Asia 
( Critical Remarks *) But he points out 
'theoretically you cannot say in advance 


whether the bourgeois-democratic revolution 
will end m a given nation receding from another 
nation, or in its equality with the latter, ” 
(ibid) It is the indeterminacy introduced by 
the late beginning of capitalism under colonial 
conditions of retardation and its continuation 
m the era of imperialism that makes Lenin say 
that the working class should be the foot 
to make a fetish of the national question, since 
the development of capitalism does not 
nei e e ssanlv awaken all nations to independent 
life But to brush aside the mass national 
nun orients ante they ha\e started and to 
refuse to support what is progressive in them 
means in effect pondering to nationalistic 
prejudices that is recognising one's own 
nation as i model nation ' (ibid) Yet ‘m 
the leap which all nations have made in die 
period of bourgeois revolutions clashes and 
struggles ovet the right to a national state are 
possible and probable’ (ibid) 

It is clear here that the future basis of 
transition of nationally distinct people to a 
national movement can no longer be the same 
empirical configurations as were witnessed in 
Lurope Levels of development from where 
people take off towards national awareness 
have changed with changes in the patterns of 
capitalist transformation No one is certain 
about the nature of these transitions partly 
because these have not been investigated One 
must therefore accept a certain amount of 
ambiguity in the meaning of terms and 
indeterminacy ot process as port ofouranalyses 
I want at the tnd to come back to the poult 
I made in the text that wi cannot convert a 
pnon a conclusion into a premise If as has 
happened m certain woiks it has led to 
undialcc licni deductions We have taken the 
factois of market and language uncritically 
horn Lenin s wnting without putting these to 
a critical investigation for their changed nature 
and salience and therefore a good deal of our 
discussion on the national question is simply 
logical or scholastic 

2 From what I have analysed as the historical 
process in the making ot India and its various 
disc ui si vc dimensions how it is talked off 
and conceived in the different regions/belts 
of the country it follows that India as we have 
it today cannot essentially he a discursive 
foimation It is clear that the specificities of 
the refraction of the idea of India in differem 
regions/belts is so different that in spite of a 
strong common denominator it cannot be the 
same discursive entity Let us look at it a little 
more closely India as one and whole will have 
to have an intellectually demarcateddiscur&ive 
field tor similar discourse to prevail Mutually 
dot met discursive fields cannot constitute a 
single discourse because the flow of discourse 
across these regionally spec tfic disc uisive fields: 
will be impeded There can in situations asi 
of modem day India only be so man vditferem 
discursive formations of nation I am there 1 
fore not convinced of the seemingly per ' 
suasivc and erudite analysis of SudiptOj 
Kaviraj ( 1 he Imaginary Institution oL 
India Subaltern Studies vn 1991) The 
logical flaw in the argument is to extend in* 
an impermissible manner and in an 
intellectually imperious way tht discourse* 
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Ibacures liom cme re^ioA like filen^al ac a fidm 
of historical time to the whole of India as U 
has evolved to what it is today. The making 
Of India is much more, as it was in its earlier 
phases too, in the non-discursive and often 
imperceptible processes, as we have seen, for 
one breezy moment, behind the verdict for the 
1996 Lok Sabha elections. 

I The fear that this will threaten national unity 
seems to me to be not groundless but highly 
exaggerated. Centralisation and the 
bureaucratised view of the nation have not 
insured against secessionist movements. We 
are today witness to the unwelcome spectacle 
of continuous military deployment to hold 
India together as one. Can anything worse than 
this be contemplated? 

Nevertheless two serious anxieties within 
the democratic forces have to be addressed to. 
One of which pertains to the genuine fear that 
given this degree of freedom some states or 
legions may choose to secede. In view of the 
prevailing mood in certain paits of the country, 
this can very well be foreseen, as a possibility. 
But what then is the alternative? Hold such 
areas forever by the force of arms? And for 
how long? Can democratic opinion be confident 
that in five, 10 years things will get sorted out 
and so coercion, however unpleasant, is going 
to be a very transitory phenomenon? H is 
difficult to think of the possibility where the 
retarded capitalism that we have in India will 
provide the social wherewithal to handle such 
problems; against the current only powerful 
left and democratic movements con. Moreover 
to have a high estimation of possibilities is to 
credit the bourgeois-landlord leadership with 
democratic propensities which they simply do 
not possess. Taking into view the range of 
possibilities in the given situation, the one 
Option that the Left and Democratic forces 
ought to keep in view is to prepare popular 
' opinion to be ready to fight to grant to these 
regions a very high degree of autonomy; high 
enough to allow the people of the region to 
feel that they are the masters in their areas. 
This is the price we will have to pay if we want 
to avoid the militarisation of the society that 
Is hist taking place today and the consequent 
brutalisation of the life of ordinary people. 

The other fear is that Punjab will become 
Sikh or Kashmir will become Islamic and so 
on. In some regions it is likely chat the very 
freedom to re-think the cultural moorings may 
get influenced by certain religious traditions 
because in these regions the presence of religion 
is not only prominent in the public sphere but 
the consciousness of the people is also deeply 
influenced by religion; politicised and 
hammered into the thinking of the people. But 
this will be confined to very few regions. Even 
1 so such a tendency will have to be combated 
by working to build powerful popular 
movements rather than by giving a licence to 
a state with an authoritarian propensity like 
in India, this also means righting for a different 
' forin of state. In many other regions like Orissa 
M Tamil Nadu or Bengal or Jharkhand or 
^Haryana(!) and many more what would get 
tanked out may not be influenced by any kind 
o|rdigious thinking. While we have to position 
ourselves uncompromisingly against 
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we should also be psepared to accept that 
religious consciousness may continue to be a 
very important conditioning factor in how 
different people in many a region define 
themselves in a future India, more democratic 
in essence than what we have today. 

Whatever the dangers, in any case, a nation 
that is afraid of its own people can never 
mobilise their imagination and energy for a 
self-propelled creativity into a progressive 
future moving towards an emancipated 
existence. 

4 Now that the situation has settled down it is 
time to look bock at the refusal of the CP1(M) 
CC in allowing Jyoti Basu to assume the prime 
ministership of the country. After long 
deliberation I have come to think that it has 
been a mistake, even assuming that it was a 
catch 22 situation. The role CPI(M) and the 
rest of the Left are going to play from outside 
the ministry is going to be crucial, a kind of 
anchor to the coalition. But Jyoti Basu being 
the premier was an altogether different 
proposition. Both in terms of deepening of 
democracy and of the radical democratisation 
of the national question he could have played 
a crucial, catalytic role. I agree with Prakash 
Karat that politics is about policies and precisely 
for this reason the offer was worth acceptance. 
In the given configuration of forces his direct 
leadership could have radicalised the regional 
forces and given a lead for the formulation of 
directions for the reordering the national 
relation and for the deepening of democracy. 
No one could provide a viewpoint of totality 
as the Left armed os it is with alarge theoretical 
legacy. It is not always necessary to initiate 
large policies. Things like potable water to 


every village audio «a many house* as possible 
can be brought topeop^ not justasafulrilment 
of asimple need but as something that involves 
questions of health, hygiene, activation of 
local knowledges, and saving of women's 
labour time; recovery of village commons, 
illegally occupied by the landlords, is capable 
of opening up the land question due to the 
mobilisation of local energies and activation 
of memories of earlier militant struggles; and 
many such small initiatives were, 1 think, 
capable of immense potential. It is also a 
matter of providing will and confidence to the 
people which has been badly undermined by 
the defeat of democratic movements over the 
many years. Initiatives of this kind could have 
been of great help in appealing to the 
imagination of the ordinary people. Even slow, 
small shifts in the terrain of popular activity 
and in the terms of debate and discourse (so 
completely set over the last decade by the 
militant Hindu rightwing) could have put the 
Hindutva forces, on the defensive. Today we 
in the Left spend much of our time in fighting 
and countering the agenda set by the Hindutva. 
From outside, one can argue, all the pressure 
and advice con be used. But power has its own 
way of defying good sense. In any case it is 
clear that the Congress is in no position to treat 
the government of non-BJP coalition in the 
way it did with Chandrashekhar for reasons 
obvious to the logic of the existing correlation 
of forces in the country. To wit: an old Left 
sympathiser remarked, we have become timid 
and so let us disband ourselves os a political 
party and become an NGO for issuing 
revolutionary pamphlets! This kind of sarcastic 
anger hides the extent of disappointment of 
our sympathisers. 


SARDAR PATEL INSTITUTE OF 
ECONOMIC & SOCIAL RESEARCH 

THALTEJ, AHMEDABAD • 380 054. 

Applications are invited for permanent positions in the 
Institute at the level of (i) Associate Professor in the grade of 
Rs. 3700-5700 and (ii) Professor in the grade of Rs. 4500-7300. 
All the above posts carry DA, HRA, CCA as per rules of the 
Institute. The vacancies arise in the areas of Economics and 
Econometrics. Qualification essential for (i) Master's Degree 
with outstanding teaching/research experience, preferably a 
Ph.D. Degree; recognised research experience in terms of 
publications/ papers in the subject and (ii) Ph.D. Degree in the 
subject with outstanding research ability, outstanding 
publications/papers essential. Preference will be given to SC/ST 
candidate. 

Apply with detailed bio-data so as to reach us on or before 
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Agricultural Biodiversity, Intellectual Property 
Rights and Farmers’ Rights 

Vandana Shiva 

Under pressure from the US and to meet the requirements of the TRIPs agreement , new intellectual property rights 
legislation is being introduced in the area of plant genetic resources . Against this , people's organisations and others 
are fighting to protect farmers' rights to their biodiversity and to survival, as well as the freedom of scientists to 
work for the removal of hunger rather than for corporate profits . This paper describes the conflict between farmers 
and the transnational seed industry , and outlines a people's charter of farmers' rights. 


THE state is under siege. New intellectual 
property rights (IPR) legislation is being 
introduced in the area of plant genetic 
resources (PGR) under pressure of the l)S 
government as well as the requirements of 
the TRIPs agreement of the World Trade 
Organisation (WTO). While WTO gives a 
five-year transition period to introduce PGR 
legislation, US pressure is to introduce such 
legislation immediately. Further, the US is 
demanding monopoly protection for 
transnational corporations (TNCs) which 
control the seed industry. On the other hand 
people’s organisations are fighting to protect 
farmers' rights to their biodiversity and their 
right to survival, as well as the freedom of 
scientists to work for the removal of hunger 
rather than corporate profits. Farmers’ 
organisations, biodiversity conservation 
groups, sustainable agriculture networks and 
public interest-oriented scientists are trying 
to ensure that tarmers’ rights are protected, 
and that through the protection of farmers’ 
rights, sovereign control over our biological 
wealth and its sustainable use in agricultural 
production is ensured. The conflict over 
PGR legislation is a conflict between farmers 
and the seed industry and between the public 
domain and private profits, between an 
agnculture that produces and reproduces 
diversity and one that consumes diversity 
and produces uniformity. 

On January 29, 1996 in an address at the 
Indian Institute of Agricultural Research, 
the US Secretary of Agriculture, Daniel 
Glickman, directly addressed the issue of the 
protection of seed multinationals (MNCs). 
He said, 

I hope your new legislation will provide a 
responsible and reasonable protection to 
private seed companies, which will 
encourage them to provide the best seeds 
available for your farmers. There would be 
very few inventions of anything, particularly 
in agriculture, without patent protection 
because it is the fundamental fact of nature 
that people will not go through the expense 
of development of new ideas just for the 
altruistic benefit of the human race. 1 
The US IPR orthodoxy is based on a 
fallacious idea that people do not innovate 
orgenerate knowledge unless they can derive 


private profits. However, greed is not a 
'fundamental fact of human nature’ but a 
dominant tendency in societies that reward 
it. In the area of seeds and plant genetic 
resources, innovation in both 'formal* and 
'informal* systems has so far been guided 
by the larger human good. Norman Borlaug, 
the scientist behind the green revolution and 
the recipient of the Nobel peace prize, made 
this clear in his statement at apress conference 
at the Indian Agricultural Research Institute, 
New Delhi on February 8,1996. He expressed 
concern about private companies and TNCs 
gaining control of plant genetic resources 
and seeds and patenting plants. Borlaug said, 
We battled against patenting. I and late Glen 
Anderson (of International Wheat and Maize 
Research Institutes) went on record in India 
as well as other fora against patenting and 
always stood for free exchange of 
germplasm. 

He saw IPRs in PGRs as a prescription for 
famine. Commenting on the US demand for 
patents he said, "God help us if that were 
to happen, we would all starve". 

Besides using a fallacious essentialist 
argument about human nature, Glickman 
stressed the inevitability of farmers’ 
dependence on MNCs for seeds due to trade 
liberalisation and its impact on agnculture. 
According to him, 

As income increases throughout Indian 
society, food needs will change - higher 
vegetable oil consumption, a shift from rice 
to wheat m urban areas and some shifting 
from grain to poultry and livestock products. 
Also, the needs of the new food processing 
industries will change the types of crops 
demanded Therefore, fanners must have 
access to new crop varieties in order to meet 
changing consumer preferences 2 
In other words, what the US government 
is coercing the Indian government to do is 
introduce unhealthy fat and meat rich diets 
through the expansion of US agribusiness, 
agroproccssing and fast food industry. The 
proposal is to replace the small peasant- and 
farmer-based agricultural economy of India 
with agribusiness-controlled industrial 
agriculture This shift is associated with a 
transformation of farmers as breeders and 
reproducers of their own seed supply, to 


farmers as consumers of proprietary seed 
from the seed industry. It is also a shift from 
a food economy based on millions of farmer; 
as autonomous producers to a food system) 
controlled by a handful of TNCs which 
control both inputs and output. This is a 
recipe for food insecurity, biodiversity 
erosion and uprooting of farmers from the 
land. 

It is often stated that IPRs will not stop 
traditional farmers using native seeds* 
However, when it is recognised that IPR; 
are an essential part of a package of 
agribusiness-controlled agriculture in which 
farmers no longer grow native seeds but 
seeds supplied by the TNC seed industry, 
IPRs become a means of monopoly that 
wipeout farmers’ rights to save and exchange^ 
seed. This leads to TNC totalitarianism in j 
agriculture. TNCs will decide what is grown j 
by farmers, what they use as inputs, and] 
when they sell their produce, to whom 
at what price. They will also decide 
is eaten by consumers, at what price, wit 
what content, and how much information ii 
made available to them about the nature 
food commodities. 

IPRs are a significant instrument for 1 
establishment of this TNC totalitarianism 
The protection of the rights of citizens 
producers and consumers needs the forginj 
of new concepts and categories, ne 1 
instruments and mechanisms to counter 
limit the monopoly power of TNCs ii| 
agriculture. Community rights are aif 
important balancing concept for protectii 
the public interest in the context of II 
protection for corporations In the field 
food and agriculture, farmers’ nghts are 
countervailing force to breeders* rights 
patents on seed and plant matenal. Fai 
rights in the context of monopoly coni 
of the food system become relevant not ji 
for farming communities, but also fa] 
consumers. They are necessary not just ft; 
the survival of the people but also for th< 
survival of the country. Without sovereign 
rights of farming communities to their seef 
and plant genetic resources, there can be n^ 
sovereignty of the country. J 

Farmers' rights are an ecological! 
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economic, cultural and political imperative. 
Without community rights, agricultural 
communities cannot protect agricultural 
biodiversity. This biodiversity is necessary 
not just for the ecological insurance of 
agriculture. The right to agricultural 
biodiversity is also an economic imperative 
because without it our farmers and our 
country will lose their freedom and options 
for survival. Since biodiversity and cultural 
diversity are intimately linked, conservation 
of agricultural biodiversity is a cultural 
imperative also. Finally, without farmers' 
rights, there is no political mechanism to 
limit monopolies in agriculture and the 
inevitable consequences of displacement, 
hunger and famine that will follow total 
monopoly control over food production and 
consumption through the monoply 
ownership of seed, the first link in the food 
chain. Table l illustrates the new concent¬ 
ration in the seed industry and the new 
convergence of the chemical industry with 
the seed industry 

Protection of Agricultural Biodiversity 
and Farmers’ Rights 

The ecological vulnerability of agncultural 
monocultures has made the conservation of 
agricultural biodiversity an environmental 
imperative. The Convention on Biodiversity 
Conservation (CBD) has been one of the res¬ 
ponses of the world community to conserve 
the ecological basis of biological production 
through biodiversity conservation. 

There are two new political conditions to 
which the CBD has given rise. First, it has 
recognised the national sovereign right of 
countries to their biological wealth. Second, 
it has recognised the contribution of 
indigenous communities to knowledge 
about the utilisation of biodiversity. The 
recognition of sovereignty and indigenous 
knowledge creates a major shift in the 
political context of the ownership, use and 
control of genetic resources, especially in 
the area of agricultural biodiversity including 
seeds and plant genetic resources. The seeds 
of the third world can no longer be treated 
as the 'common heritage of mankind', freely 
accessible to all, including northern seed 
corporations. The seeds sold by transnational 
seed corporations can no longer be regarded 
as the only ones embodying an intellectual 
contribution. Farmers' seeds also embody 
a significant intellectual contribution by 
third world farmers. A third major shift 
in recent years has been the recognition that 
'improvement' of seed is not absolute and 
context independent. Improvement is a 
contextual category. 'Improvement' of crops 
from the viewpoint of agribusiness is often 
a regression and loss from the point of view 
Of farmers. Thus agribusiness 'improves' 
crops for industrial processing, or for 
increased use of chemical inputs, whereas 


farmers need crops easy to process at home 
and crops that decrease dependence on 
external inputs. Conventional breeding only 
looks at yield potential, and yield potential 
is defined as 'the yield of a crop when 
growth is not limited by water or nutrients, 
pests, diseases or weeds', in the realities of 
farmers’ fields, these are precisely the 
limitations that farmers face, and their 
breeding is responsive to the environmental 
stress and the ecological diversity within 
which they must practice agriculture. 1 
Corporate breeding strategies therefore 
cannot be treated as the only direction of 
evolution in breeding and research, and 
'improvement' from the perspective of TNC 
interests cannot be translated into an overall 
societal benefit. TNC monopoly in seed 
through IPRs is therefore neither desirable 
nor necessary from the public interest 
perspective. 


That is why we peed to question the 
assumptionsoftheUS secretary of state who 
says that the government of India should 
produce legislation to protect US seed 
corporations so that they can provide the 
"best seeds for Indian farmers'*. What is 
good for Pepsi and Cargill and Monsanto 
and Pioneer is not necessarily good for Indian 
farmers and Indian consumers. Pepsi needs 
tomatoes and potatoes for processing into 
tomato ketchup and potato chips for its fast 
food chains like KFC and Pizza Hut. Cargill 
needs sorghum and maize for its feed 
industry. Monsanto is interested in selling 
more of its herbicide Round Up through 
herbicide resistant rapeseed. These are not 
the characteristicsof seed that Indian farmers 
would choose in their breeding strategies, 
or characteristics of food that Indian 
consumers would choose for cooking 
qualities in their diverse food systems. 


Table I ■ Pattern o? Concentration within Transnationai Seed and Chemical Corporations 


Occidental Petroleum 
Excel Seeds 


ARCO 

Dessert Seed Company 
Castle Seed Company 

Diamond Shamrock 

Golden Acres Hybrid Seed 

Cargill 

ACCO 

Dorman 

PAG 

Payment Farms 
Tomco Genetic Giant 

Celancse 
Celpnl, Inc 
Moran Seeds 

Joseph Hams Seed Company 
Niagara Farm Seeds 

Ciba-Geigy 

Columbiana Farm Seeds 
Funk Seeds International 
Germain's 
Hoffman 

Louisiana Seed Company 
Peterson-Biddick 
Shisslcr 
Swanson Faims 
Ring Around Products 

Lubnzol 

Agncultural Laboratoncs 
Arkansas Valley Seed 
Jacques Seed 
Keytone Seed Company 
R C Young 
Gro-Agri 
McCurdy Seed 
Seed Research Associates 
Sun Seeds 

Taylor-Evans Seed Company 
VR Seed 
Colorado Seed 

Monsanto 

Jacob Hartz Seed Company 
Dekalb Hybrid Wheat 
Hy bn tech Seed International 


Ea&l Texas Seed Company 
West Texas Seed Company 
Missouri Seeds 
Moss Seed Company 
Payne Bros Seed Company 
Ring Around Products 
Stull Seeds 

Pfizer 

Warwick Seeds 

Clemens Seed Forms 

Dekalb AgRcseorch (joint venture) 

Jordan Wholesale Company 

Ramsey Seed 

Troian Seed Company 

Sandoz 

Woodside Seed Growers 

Gallatin Valley Seed Company 

Ladner Beta 

McNair Seeds 

Northrup King 

National N-K 

Pride Seeds 

Rogers Bros Seed Company 

Shell Oil Company 
Rudy Patrick 
Tekseed Hybrids 
Agripro Inc 
HP Hybrids 

Nickerson Seed Company 
North American Plant Breeders 
Sokota Hybrid Producers Assn 
Ferry Morse (Farm Seed Div) 

Stauffer 

Prairie Valley Seed Company 
Blaney Farms 
Stauffer Seeds 

Upjohn 


O’Gold 

Asgrow Seed Company 

Associated Seeds 

Farmers Hybrid Seed Company 


Sou we: Jack Ktoppenburg, First the Seed, Cambridge University Press, 1988. 
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Farmers’ rights reflect the recognition of 
sovereignty in ownership and creativity in 
traditional breeding by farmers, as well as 
alternative breeding strategies for protection 
of the biodiversity base of agriculture. 
Without farmers’ rights the biodiversity- 
rich third world countries cannot assert their 
sovereign rights to their agricultural 
biodiversity or in their agricultural policy. 
Further, without the ownership rights of 
farming communities, biodiversity cannot 
be conserved. 

Farmers* Rights as Community Rights 

No model yet exists which recognises 
these rights of farmers and other producer 
communities who derive their livelihoods 
from biodiversities. The rights of farmers, 
tribnls, pastoralists, herbalists, and fisherfolk 
to the biodiversity that they have conserved 
and used from time immemorial can be 
effectively granted only if they are allowed 
to participate actively-not passively-in 
decisions that have impact on the status of 
their rights and the status of biodiversity. It 
is to (ill this gap that we need a concept of 
^farmers’ rights’ as a sub-category of 
'community rights’. On the one hand 
community rights recognise the creativity of 
and protects the livelihoods of diverse 
communities, on the other hand they set 
limits and boundaries on the domain ul 
monopoly protection shaped by IPRs. In the 
case of agricultural biodiversity these 
community rights are farmers’ rights. They 
recognise the creativity of farmers, they 
protect farmers’ livelihoods, and they restrict 
IPR monopolies. 

The dominant model of free unprotected 
flow of knowledge and resources from the 
gene-nch south to the capital-rich north, and 
the protected flow of knowledge and 
resources in the reverse direction, is brazenly 
unjust and non-sustamable and needs to be 
changed. It can only change through a 
political process which recognises the 
original contributors of knowledge and 
genetic resources and respects their value 
systems. Community rights as a balancing 
mechanism for IPRs is a part of building 
such a political process. A world in which 
market values arc the only values will 
impoverish us all - nature, the third world 
and the international community. To keep 
non-market non-monetary systems of value 
of biodiversity and knowledge alive, and to 
subject the logic of the market to these 
higher value systems, is the real political 
task for establishing rights to knowledge and 
biological resources. 

The fanners’ movement in India has been 
resisting the introduction of IPRs in seeds 
and plant genetic resources because of their 
far-reaching implications. On October 2, 
1992, the farmers of Karnataka started the 
seed satyagraha at a 5,00,000-strong rally 


In Hospct. In March 1993, fanners from 
across the countiy gathered in Delhi at the 
historic Red Fort grounds to reject the Dunkel 
Draft and bum it. The farmers were not 
satisfied with weak government statements 
that India will negotiate GAIT to allow 
farmers the right to save and exchange seeds 
non-commcrcially. For farmers, the right to 
seed is a positive right, not a negative one. 
It is a fundamental right, not a concession. 

The farmers started to assert their right to 
seed through 'Community Intellectual 
Rights’ (CIRs). The first public demonst¬ 
ration of the positive assertion of fanners’ 
rights took place on independence day, 
August 15, 1993, when farmers declared 
that their knowledge and biodiversity is 
protected by a ‘Samuhik Gyan Sanad’. 
According to them, any company using their 
local knowledge or resources without the 
permission of local communities is engaging 
in intellectual piracy, as in the case of the 
patents on ‘neem’. 

The positive assertion of ‘collective 
intellectual property rights’ creates an 
opportunity to define our national legislation 
centred on farmers* rights arising from their 
role in protecting and improving plant genetic 
resources. ‘Effectivity* of international legal 
treaties then has to get interpreted to mean 
effective in the specific context of different 
countries. Diversity of IPR systems would 
then become a possibility, and only such 
legal diversity can protect the biological and 
cultural diversity of peasant societies across 
the third world IPR diversity that has room 
for a plurality of systems, including regimes 
based on CIRs, would reflect different styles 
of knowledge generation and dissemination 
in different contexts. Sui generis systems for 
plant genetic resources would have to work 
out not merely a positive protection system 
for farmers’ rights as plant breeders. It would 
have to develop the relationship between 
CIRs reflecting third world farmers* concerns 
and IPR regimes that have evolved with the 
western bias towards individualised and 
juridical application procedures which are 
not sympathetic to the style of inventiveness 
common to third world rural societies. This 
relationship would need to be such that it 
is effective in reversing the systematic 
exploitation and privatisation of third world 
biological resources and third world 
biological knowledge through IPRs, while 
it maintains the free exchange of knowledge 
and resources among third world farming 
communities 

Farmers’ Rights in the FAO 

Until recently it was the local communities 
that have used, developed and conserved 
biological diversity who have been the 
custodians of the biological wealth of this 
planet. It is their control, their knowledge 
and their rights that need to be strengthened 


if the' foundations of biodiversity 
conservation are to be strong and deep. But 
instead of being treated as the common 
property of local communities or as the j 
national property of sovereign states, the i 
third world’s biodiversity has been treated ' 
as the common heritage of humankind. In 
contrast, the modified biodiversity is sold i 
back to the third world as priced and patented : 
seeds and drugs. As Jack Kloppenberg has j 
observed “whereas germplasm flows out of j 
south as the ‘common heritage of mankind' ■ 
it returns as a commodity”. 

After centuries of the gene-rich south 
having contributed biological resources 
freely to the north, third world governments j 
are no longer witling to have biological 
wealth taken for free and sold back at 
exorbitant prices to the third world as 
‘improved* seeds and packaged drugs. From 
the third world viewpoint, it is considered 
highly unjust that the south’s biodiversity 
be treated as the ‘common heritage Of 
mankind’ and the return flow of biological 
commodities be patented, priced and treated 
as the private property of northern 
corporations. 

The unequal exchange of biological 
resources between the north and south was 


finally challenged in the FAO in the mid-? 
1980s. FAO discussions led to what hasj 
been called the ‘seed wars’. The attempt ofj 


the south to treat all genetic resources as! 
common heritage to be freely sharedl 
including the ‘improved* and ‘elite’ lines J 
was not successful Breeders’ rightsL 
prevented seeds from the seed industry fronts 
being viewed as ‘common heritage* i* 
However, the seeds from farmers’ fiekfe ill! 
the third world were defined as ‘commorif 
heritage*. The introduction of the concept] 
of ‘farmers* rights' in the undertaking onf 
plant genetic resources was a major openings 
In the March 1987 meeting of the FAG[j 
Commission on Plant Genetic Resources!] 
third world delegates argued that if plan| 
breeders had rights of ownership, contror 
and compensation by virtue of labouring foj 


Table 2 Top 14 Owners of Biotech Patents 


Company 

Country 

No of) 
Patents 

Monsanto 

USA 

18 

DN \ Plant Technology 

USA 

17 

PioneerHi-Bred 

USA 

11 } 

Mycogcn 

USA 

10 t 

ICl/Zeneca 

UK 

7 f 

Ciba/Gcigy 

Switzerland 

6 , 

Du Pont 

USA 

6 ; 

Rockefeller Umv 

USA 

5 

Agrocetus 

USA 

5 ; 

Agricultural Genetics 

USA 

4 - 

Amoco 

USA 

4 *! 

Michigan State Umv 

USA 

4 ' 

Lubnzol 

USA 

4 ; 

Source;RAFI Communique , July/August 1995.1 
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RESEARCH/STUDY GRANTS IN INTERNATIONAL RELATIONS 


The ASRC is happy to announce a series of research/study grants in the field of international 
relations (broadly defined). Eligible M.Phil and Ph.D. scholars and college and university 
teachers are welcome to apply for these grants under the Ford Foundation programme 
in international relations. Preference will be given to thoee working/teaching International 
relations of South Asia. These grants are in three categories:- 

1. Research Grant (RG) supports basic research in the field and the benefits include: 

(a) one round-trip sleeper-class railfare from the grantee's University to Hyderabad, subject 
to a minimum stay of 14 days for a 21-day grant and 21 days for a 28-day grant; (b) travel 
allowance of Rs. 60/- per day calculated to the nearest quarter day; and (c) a per diem 
of Rs. 60/- for each day's use of the ASRC Library. Grants are awarded for periods of 
21 to 28 days. 

2. Study Grant (SG) supports young scholars or teachers, who wish to come to the Centre 
to read intensively on some aspect of international relations either in preparation for research 
at the M.Phil and doctoral level or to strengthen theirteaching international relations. Benefits 
are same as those provided for Research Grants. 

3. Middle Award (MA) supports IR scholars who have had their Ph.D. for five or more 
years and have demonstrated evidence of continuing scholarly activity. Benefits are: 

(a) one round-trip second A.C/first-class railfare from the grantee's home to Hyderabad, 
subject to a minimum stay of 14 days for a 21-day grant and 21 days for a 28-day grant; 

(b) travel allowance of Rs. 100 per day calculated to the nearest quarter day; and (c) a 
per diem of Rs. 100 for each day's use of the ASRC Library. Grants are awarded for periods 
of 21 to 28 days. 

Deadline for applications: 15 January for summer awards and 15 July for winter 
awards. 

In addition, a limited number of Scholar-in-Residence (SIR) grants are given by invitation 
to senior and recognized scholars and teachers in the field. 

For details please contact: 

Dr. B. Ramesh Babu 

Senior Academic Fellow in International Relations 
American Studies Research Centre 
Hyderabad 500 007 
India 
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a decade todev^ 

world genetic resources, then third world 
farmers also had rights since they had 
domesticated our important agricultural crops 
and observed, developed and safeguarded 
the tremendous biodiversity that breeders 
and seed industry use as ‘raw material’. 
‘Farmers rights’ at the FAO were observed 
through the creation of an ‘international 
gene fund' forthe conservation and utilisation 
of plant genetic resources. Such a fund, it 
was felt, would make ‘farmers' rights' 
concrete. 

Administered by the commission and thus 
indirectly by the international community, 
it would ‘reward* farmers with programmes 
beneficial to all. Farmers’ rights as defined 
in the text of the International Undertaking 
on Plant Genetic Resources of the FAO 
mean rights arising from the past, present 
and future contributions of farmers in 
conserving, improving and making available 
plant genetic resources, particularly those in 
the centres of origin/diversity. Those rights 
are vested in the international community 
as trustee for present and future generations 
of farmers and supporting the continuation 
of their contributions as well as attainment 
of overall purposes ot the international 
undertaking. 

The main problems with ‘farmers’ right* 
as construed by the FAO commission is that 
farmers do not have a place in negotiating 
biodiversity rights and determining patterns 
of biodiversity utilisation. As Abdul Qawr 
Yusuf has stated, the right docs not accrue 
to the individual farmer but becomes a right 
for governments to receive assistance in the 
maintenance of genetic resources This 
system of compensation through aid or 
assistance for the exploitation of these 
resources by the north is inappropriate, 
insufficient and undignified. In addition, the 
contributions to the gene fund are voluntary, 
unlike royalty payments under IPRs. 

The idea of ‘farmers rights* as a fund has 
the basic deficiency that farmers and local 
communities do not engage in decisions 
about biodiversity and transactions of 
knowledge and biological resources. 
Government and non-government agencies 
involved in collection receive ‘compen¬ 
sation * for information and resource transfer 
while local communities are excluded. In 
principle the FAO model is more equitable 
than no recognition of farmers' contribution, 
but in practice that quality is still to be 
realised by finding ways to reward farmers’ 
innovations without discrimination just 
because they run farms and not multi-million 
dollar labs. The keystone dialogue has 
developed the notion of recognition of 
informal innovation as a means to further 
recognise fanners* rights. It is recognised 
that the informal innovations of farmers 
contribute to increased and sustainable 


production. Ho wever these innovations are 
discriminated against by policy instruments 
that have been evolved to support the 
diffusion of the formal innovation system 
in the private and public sectors, both under 
the green revolution phase as well as in the 
biotechnology phase. 

If innovations by farmers have to be 
recognised and rewarded, pluralism in 
agricultural development strategies becomes 
essential. Farmers' rights then become the 
real effective and active rights of farmers to 
influence decisions related to the use of 
biological resources, which are their ‘means 
of production*. These decisions include basic 
questions of ownership and control over 
genetic resources, and patterns and criteria 
for their development and use. 

The concept of farmers rights as 
embodying sovereignty and creativity is 
different from the concept of ‘farmers rights' 
without sovereignly. In fact, it is because 
during the 1980s the issue of ‘ownership' 
was restricted to ownership of the seed 
corporations derived from ‘breeders rights' 
and IPRs while third world resources were 
treated as free access resources, that the 
concept of farmers’ rights in the FAO 
Undertaking on Plant Genetic Resources 
was not evolved a$ an ownership right hut 
merely as a fund forcompensation. However, 
with the recognition of sovereign ownership 
in the CBD, farmers’ rights can be 
reconceptualiscd as ownership rights and 
creativity can be linked to sovereignty. This 
articulation of farmers' rights becomes 
particularly urgent given the expansion of 


weste^i fPR regimesthrough GATT/TRlPsi 
which are becoming a major threat to| 
biodiversity, food security and farmers’! 
livelihoods. Recognising the limitations offi 
the definition of farmers' rights as only a| 
fund, the FAO is now evolving wider! 
concepts of farmers' rights for the revision 
of the international Undertaking on Plant 
Genetic Resources. 4 

Biodiversity Convention 

The Biodiversity Convention provides an 
opportunity to governments to protect agri¬ 
cultural biodiversity, farmers* livelihoods* 
and sovereign rights to biodiversity. The 
convention goes beyond the FAO Under¬ 
taking on Plant Genetic Resources, recog¬ 
nising the rights of biodiversity as the 
sovereign rights of nation states (Article 3). 
These need to be built on .the prior rights 
of communities who hav? conserved and 
protected biodiversity within national 
territories. Governments of the south can 
only be strengthened by standing behind 
their people and their biodiversity and by 
supporting and protecting the democratic 
rights of diverse species to exist and of 
diverse communities to coexist with them. 
If states in the south join the global move 
to deny rights and to take away control over 
biodiversity from local communities, they > 
too will be weakened and will lose their j 
sovereign rights to and control over* 
biodi versity to economic powers in the north, j 
whose global empires in the globalisation j 
era will be built on the destruction and j 
colonisation of the south’s biodiversity, j 


Tabu 3" Countries which Protect Plant Varieties with Breeders’ Rights Systems 


(as of January I994> 



UPOV Non-Mcinber States 


UPOV Members 

Laws in Accordance 

Laws Substantively in 

Hybrid System of Laws 


with UPOV 

Accordance with UPOV 


Australia 

Argentina 

Chile 

Mexico 

Belgium 

Austria 

Kenya 

Republic of Korea 

Canada 

Norway 

Zimbabwe 

Rumania 

Czech Republic 

Portugal 



Denmark 

Uruguay 



Finland 

France 

Germany 

Hungary 

Ireland 

Israel 

Italy 

Japan 

Netherlands 

New Zealand 
Poland 

Slovakia 

South Africa 

Andean Group 



Spain 

Sweden 




Switzerland 
United Kingdom 
USA 





Source: Caries M Correa, Sovereign and Properly Rights over PUmt Genetic Resources , University 
of Buenos Aires, Argentina. 
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in the preamble the convention states that * 
the contracting panics recognise “the close 
end traditional dependence of many 
indigenous and local communities 
embodying traditional lifestyles on biological 
resources, and the desirability of sharing 
equitable benefits arising from the use of 
traditional knowledge, innovations and 
practices, relevant to the conservation of 
biological diversity and sustainable use of 
its components*’. However, no article in the 
convention directly addresses farmers' rights 
or mechanisms for the compensation of 
indigenous knowledge. Articles 10(c) and 
18.4 refer to indigenous practices, but not 
to rights of farmers or local communities. 
Article 10(c) states: 

Each contracting party shall as far as possible 
and as appropriate protect and encourage 
customary use of biological resources in 
accordance tgith traditional culture practices 
that are compatible with conservation or 
sustainable use requirements. 

Article 18.4 stales: 

The contracting parties shall in accordance 
with national legislation and policies, 
encourage and develop methods of co¬ 
operation for the development and use of 
technologies, including indigenous and 
traditional technologies in pursuance of the 
objective of this Convention. 

The Biodiversity Convention thus offers 
avenues for the protection of farmers' rights 
and national rights to biodiversity. 

An important issue for government 
agencies is to explore ways in which the 
Biodiversity Convention can be used in the 
TRIPs negotiations. Government and non¬ 
government bodies also need to explore 
mechanisms for the recognition and 
implementation of farmers' rights versus 
IPRs. In situ conservation of cultivated 
biodiversity makes it imperative that the 
concept of farmers' rights be evolved and 
implemented to enable farm communities to 
effectively conserve local biodiversity. 
However, IPRs as defined in other 
negotiations such as the G ATT are based on 
adenial of farmers' rights and the intellectual 
and material contribution of third world 
farmers to global production and knowledge 
systems. 

Making it clear that the rights of local 
communities are a right and not a concession, 
the minister of environment, Rajesh Pilot, 
in his speech at the Second Conference of 
Parties of the CBD stated. 

The convention has very importantly 
recognised the rights of local communities 
to a share in the benefits accruing from the 
use of genetic resources. This entitlement, 
and I emphasise the word ‘entitlement', has 
been recognised not by way of any 
concession to these people, but by way of 
a right, earned through building up traditional 
knowledge, innovating, sustainably using 
and conserving the biological resources. 


Ftauitfi: Rights or Communities and of Gdrfomtions 


Rights of Communities 
for 

Protection of Livelihoods 


Rights of Corporations 
for 

Protection of Profits 



‘Community Rights' are a necessary countervailing force for the protection of people's rights in the 
context of multinational corporation monopolies through IPRs including breeders rights, patents and 
trade mark. 

‘Farmers Rights' are a subgroup of community rightsofwhich other categories arc 'indigenous people's 
rights, 'indigenous medical practitioners' rights. 


It is a well known fact that this vast wealth 
of traditional knowledge, uses and practices 
has been and is being exploited commercially 
in the areas of medicine, agriculture, and 
nutrition, etc. While the rights of the modern 
sector have been protected under the 
intellectual property rights regime, these 
regimes do not show the same respect for 
the knowledge and contribution of the local 
communities. What is urgently needed is a 
transparent and easily implcmentable system 
of recognising and rewarding these informal 
knowledge systems with due place to them 
in 1PR systems. 

The challenge for operationalising farmers’ 
rights is therefore to give them a due place 
in the implementation of 1PR legislation. 

TRIPs Agreement and Farmers’ Rights 

The Trade Related Intellectual Property 
Rights (TRIPs) agreement of GATT provides 
a framework for the implementation of 1PR 
laws. The section of TRIPs that most directly 
affects farmers' rights and agricultural 
biodiversity is Article 27.5.3(b) which states: 
Patties may exclude from patentability plants 
and animals other than micro-organisms, 
and essentially biological processes for the 
production of plants or animals other than 
non-biological and micro-biological 
processes However, patties shall provide 
for the protection of plant varieties either 
by patents or by an effective sui generis 
system or by any combination thereof. This 
provision shall be reviewed four years after 


the entry into force of the Agreement 

establishing the World Trade Organisation 

(WTO) 

The article thus allows two forms of IPRs 
in plants, patents and a sui generis system. 

(a) Plant patents t 

The first part of this article requires that 
parties allow patenting of plants and animals 
produced through 'non-biological' and 
‘microbiological processes'. The reference 
is quite evidently to the new biotechnologies 
of genetic engineering. However, while the 
moving of species across species barriers 
through genetic engineering techniques can 
be defined as ‘non-biological* in the sense 
that such mixing of genetic material would 
not happen in nature, the ‘production* of 
plants and animals with genes introduced 
from other species takes place through 
an essentially biological. process of 
reproduction. 

While patenting of plants and animals has 
become prevalent in the US and UK, the 
article inTRlPs governing patenting of plants 
and animals creates major problems that will 
need to be reviewed in 1999, when the 
provisions of the article come up for review. 
This period is shorter than the transitional 
period available to developing countries 
according to Article 65. It would therefore 
be more useful for developing countries to 
wait for the TRIPs review before changing 
their patent regimes. 
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There are two other articles In TRIPs 
which allow countries to exclude patenting 
of plants and animals: the article referring 
to the public morality and the article referring 
to public interest. The decision in the 
European parliament against the Patent 
Directive, and the debates in the Indian 
parliament on the Patent (Amendment) Act, 
have been strongly guided by ethical concerns 
arising from the patenting of liie. Patents on 
plants also raise serious concerns about 
monopolies over food and agriculture 
systems Table 2 shows the trends of 
corporate conservation of US plants patents. 

Broad species patents also raise major 
concern. In March 1994, the European Patent 
Office granted an extraordinarily broad 
patent to Agracctus Corporation, a subsidiary 
of W R Grace The patent covers all 
transgenelic soyabean vaneties and seeds, 
regardless of the genes used and all methods 
of transformation This patent has been 
challenged by RAFI, a public interest group. 
Geoffrey Hawtin, director-general of the 
International Plant Genetic Resources 
Institute in Rome, expressed his concern at 
such patenting 

The gtunting of patents covering all 
genetically engineered varieties of a species, 
inespectivc of the genes concerned or how 
they weie transferred, puts in the hands of 
a single inventor the possibility to control 
what wc giow on om farms and in our 
gardens At a stiokc of a pen the research 
ot countless farmers and scientists has 
potentially been negated in a single, legal 
act of economic high jack ’ 

A similar concern has been raised by Norman 
Borlaug on the patenting of plant genetic 
rcsouices. The concern about plant patents 
is therefore a deep and widespread concern. 

(b) Patents and farmers' rights 

Unlike plant breeders' nghts (PBRs). the 
new utility patents are very broad-based, 
allowing monopoly rights over individual 
genes and even over characteristics. PBRs 
do not entail ownership of the germplasm 
in the scedt,, they only grant a monopoly 
right over the selling and marketing of a 
specific vanety. Patents, on the other hand, 
allow for multiple claims that may cover not 
only whole plants but plant parts and 
processes as well. So, according to attorney 
Anthony Diepenbrock, “You could file for 
protection of a few vaneties of crops, their 
macro parts (flowers, fruits, seed* and so 
on), their micro-parts (cells, genes, plasmids 
and the like) and whatever novel processes 
you develop to work these parts, all using 
one multiple claim. 6 

Patent protection implies the exclusion of 
fanners' right over resources having these 
genes and charactenstics. This will under¬ 
mine the very foundations of agriculture. 
For example, a patent has been granted in 


die US to a biotechnology company, Sungene, 
for a sunflower variety with very high oleic 
acid content. The claim allowed was for the 
characteristic (i e, high oleic acid) and not 
just for the genes producing the characteristic. 
Sungene has notified others involved in 
sunflower breeding that the development ol 
any variety high in oleic acid will be 
considered an infringement of its patent. 

The landmark event for the patenting of 
plants was the 1985 judgment in the US, 
now famous as ex parte Hibbcrd, in which 
'molecular genetics' scientist Kenneth 
Hibberd and his co-inventors were granted 
patents on the tissue culture, seed, and whole 
plant of a com line selected from tissue 
culture. 7 The Hibberd application included 
over 260 separate claims which give the 
molecular genetics scientists the right lo 
exclude others from use of all 260 aspects. 
While Hibberd apparently provides a new 
legal context for corporate competition, the 
most profound impact will be felt in the 
competition between farmers and the seed 
industry. As Kloppenburg has indicated, 
with Hibberd a juridical framework is now 
in place that may allow the seed industry 
to realise one of its longest held and most 
cherished goals, that of forcing all farmers 
of any crop to buy seed every year instead 
of obtaining it through reproduction. 
Industrial patents allow the right to use the 
pioduct, not to make it. Since seed makes 
itself, a strong utility patent for seed implies 
that a farmer purchasing patented seed would 
have the fight to use (to grow) the seed, but 
not to make seed (to save and replant). If 
such patents are introduced in India, the 
farmer who saves and replants the seed of 
a patented or protected plant variety will be 
violating the law. 

The US is pushing for patent regimes in 
the area of agriculture. Our current Patent 
Act docs not allow patenting in the field of 
agriculture. The 1970 act excluded all 
methods of agriculture and horticulture from 
patentability. In addition, the exclusion of 
product patents in the area of agro-chemicals 
was also ensured through Section 5a. The 
Patent (Amendment) Bill, 1995 removes 
these restrictions m the field of agriculture. 
Further, since it does not articulate new 
demarcation criteria for exclusions, it allows 
the patenting of plants, plant products, plant 
characteristics, their genes, biopcsticides, 
biofertilisers, e/c. The totally unrestricted 
scope of patenting in agriculture that this 
proposed bill leads to will undermine Indian 
agriculture, threaten Indian farmers, and 
imperil food security. 

The Constitution of India under Article 47 
guarantees that: 

The State shall regard the raising of the level 

of nutrition and the standard of living of its 

people and the improvement of publ ic health 

as among its primary duties. 


This dory of the state is in fact a reflection] 
of the fundamental right of citizens to havej 
access to health and nutrition. The TRIP) 
agreement militates against people's human! 
right to food and health by conferring! 
unrestricted monopoly rights on corporations^ 
in the vital sectors of health and agriculture, g 
The patent ordinance - which allows! 
exclusive marketing rights in the area of | 
agricultural chemicals, and when combined f 
with breeders' rights allows monopolies for 
seed corporations under the Plant Varieties 
Act - being drafted by the government off 
India as part of its obligations under TRIPs 
to have an 1PR system to cover plant varieties 
and seeds, will undermine farmers’ rights 
and people's rights to food as human rights, g 

A recent decision on a plant patentr 
infringement suit has set a new precedentj' 
for interpreting plant patent coverage. In the j*j 
case of Imagio Nursery vs DainaGreenhouse, / 
judge Spence Williams, for the US District;’ 
Court of the Northern District of California,/' 
ruled that a plant patent can be infringed by., 
a plant that merely has similar charactenstics,. 
to the patented plant. 1 When combined with/ 
the reversal of burden of proof clauses, this* 
kind of precedent can be disastrous for;, 
countries from where the biodiversity that^ 
gave nse to those properties was first taken,, 
more so if the original donors of the< 
biodiversity are accused of 'piracy' through 
such legal precedence in the absence of the 
prior existence of biodiversity laws that i 
prevent the misuse of such legal precedence.! 

In countries where plant patents are not < 
allowed, the patenting of genes is available! 
as an opening for patenting properties and(; 
characteristics of the plant, and hence having j 
exclusive nghts to those properties and!* 
charactenstics. Further, patents for plant*' 
based products, such as azadtrachtin^ 
den vati vc insecticides from neem, taken out;, 
by transnational corporations like W R Grace > 
will also have major impact on the access! 
to raw material and market for neem products/ 1 

At the citizen as well as government level,* 
a major assessment needs to be made of the t ' 
impact of patents on seeds and plant material/ 
on the national economy and people's 
economy, in the light of the precedent being 
set by case law in other countries, which will 1 ! 
be used by foreign corporations to create' 
market monopolies wherever possible. Anj 
assessment also needs to be made of how! 
the ordinance has the potential for* 
undermining the duty of (he state and the! 
fundamental rights of citizens guaranteed' 
under the Constitution, and how the consti-i 
tutional pnnciples and guarantees, rather 
than foreign case law, can guide the criteria 
for acceptance or rejection of patent, 
applications. 

In practical terms, allowing patenting in 
the field of agriculture will have the following* 
adverse consequences: 
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- It will encourage monopoly control of 
plant material by western transnational 
corporations. 

- This in turn will make farmers dependent 
on corporations for the most critical input 
in agriculture, i c, seed. This monopoly 
control is more far-reaching given the 
takeover of seed companies by the large 
chemical and agri-business corporations 
which control other inputs into agriculture 
such as fertilisers, pesticides and herbicides. 

- Monopoly control of seed linked with 
corporate control over agriculture will lead 
to the large-scale disappearance of farmers’ 
varieties, thus threatening biodiversity 
conservation as well as farmers' survival. 
Biodiversity erosion will in turn lead to the 
erosion of the rich cultural diversity of our 
country. 

- Due to royalty payments the prices of 
seeds will go up. 

- The changed economics resulting from 
IPRs will lead to the displacement and 
destitution of small farmers, who will get 
into debt. 

- Large-scale uprooting of agricultural 
societies without equivalent absorption by 
new industrial opportunities will lead to 
social disintegration, a spurt in crime and 
breakdown of law and order. 

- Intellectual property protection in the area 
of agriculture and plant varieties will 
undermine food security since the protected 
and patented varieties are not linked to food 
needs but to the processing and marketing 
requirements of agri-business. 

- The shift to control of agriculture through 
the control of seed will also contribute to 
secondary impacts on other natural resources 
like land and water coming under the control 
of TNCs 

- IPRs in the area of seeds and plants will 
increase the national debt 10-fold. 

- The undermining of food security will 
increase food imports and hence the foreign 
exchange burden, thus inviting deeper 
conditionalities from institutions like the 
IMF and the World Bank. 

- The erosion of food security will create 
food dependency, turning food into a 
weapon in the hands of industrialised 
countries, thus leading to total slavery and 
recolonisation. 

Farmers rights therefore need to be built 
into patent legislation, not just plant variety 
legislation. 

(c) A sui generis regime 

Accodingto TRIPs, countries may provide 
a sui generis regime for IPRs in plant 
genetic resources. The TRIPs agreement 
does not oblige count nes to adopt the UPOV 
Convention, the convention on bleeders' 
rights. However, it has often been interpreted 
that the term 'effective sui generis* Would 
be taken to imply UPOV. 


The word ‘effective’ was inserted by the 
US in the Biodiversity Convention and in 
the TRIP'S agreements. The first sentence 
of the draft refers to the need to “promote 
effective and adequate protection of 
intellectual properly rights". The same 
phrase is in Section 301 of the Trade and 
Competitiveness Act of 1988, which has 
been used to retaliate against countries whose 
IPR laws do not conform to US standards. 
The term was defined by the office of the 
US Trade Representative. The use of the 
term ‘effective’ in all negotiations related 
to IPRs and biodiversity is a result of US 
attempts to globalise its IPR regimes, which 
allow patenting of all life, including plants 
and animals. In the WTO text, the phrase 
’effective sui generis system’ has also been 
introduced with the same intention. 

However, countries can create alternatives 
to the UPOV Convention under a sui generis 
regime, especially in the context of the 
Convention on Biological Diversity which 
creates obligations for states to protect 
biodivesity and indigenous knowledge and 
practices. The term ‘effective’ can be defined 
vis-a-vis CBD. This would enable countries 
to base their sui generis legislation on the 
protection of community rights and farmers’ 
rights and the conservation of agricultural 
biodiversity as required by CBD. For both 
these objectives UPOV is an inadequate 
instrument. 

UPOV Convention. Breeders’ Rights 
and Farmers’ Rights 

The existing international agreement that 
covers plant breeders’ rights is the 
International Convention for the Protection 
of New Varieties of Plants - the UPOV 
Convention. The UPOV Convention was 
adopted initially by fi ve European countries, 
and membership was restricted to European 
countries till 1968. At that time the 
convention was revised and membership 
opened to all countries. 

UPOV currently has 20 member states 
including most EC countries, several 
European countries, Japan, the US and 
some others. It has no developing country 
members. It has therefore evolved a plant 
variety legislation suitable to the socio¬ 
economic context of industrialised countries 
where farmers are no more a large part of 
the population and do not have any control 
over plant breeding or seed supply. This 
situation is very different from contexts like 
ours where the majority of the population 
continues to be engaged in farming and 
farmers’ seed production and supply systems 
are still the main source of seed. Table 3 
gives the status of breeders* rights systems 
in different countries. 

The UPOV Convention is rigid, requiring 
that members adopt its standards and scope 
of protection as national law. It has resulted 


in a high degree of standardisation that goes 
against the reality of biological diversity and 
the socio-economic diversity of different 
countries. It is therefore inappropriate as a 
sui generis system evolved to protect plants, 
people and creativity in diverse realities. 

The standardisation is built into the way 
plant varieties are defined. To be eligible for 
protection, a variety must be: 

- New-the variety must not have been 
exploited commercially. 

- Distinct - it must be clearly distinguish¬ 
able from all other varieties known at the 
date of application for protection. 

- Uniform - all plants of the variety must 
be sufficiently uniform to allow it to be 
distinguished from other varieties taking 
into account the method of reproduction of 
the species. 

- Stable - it must be possible for ihe variety 
to be reproduced unchanged. 

This definition by its very nature rules out 
farmers' varieties, destroys biodiversity and 
produces uniformity as necessity. The reward 
under such Plant Breeders’ Rights (PBR) 
systems does not go to breeding to maintain 
and enhance diversity and sustainability, but 
to the destruction of biodiversity and the 
creation of uniform and hcncc ecologically 
vulnerable agricultural systems. Therefore 
PBR legislation like UPOV is inherently 
incapuhle of protecting farmers’ rights that 
arise from their i ole as breeders who innovate 
and produce diverse varieties, which form 
the basis for all other breeding systems. 

While UPOV fails to recognise and 
therefore protect farmers' rights as positive 
rights, UPOV 1978 docs have a farmers’ 
exemption which gives the farmer the right 
to save seed of protected varieties. Similarly, 
the breeders* exemption allows researchers 
and breeders free access to a protected variety 
to use for breeding other varieties. 

However, UPOV 1991 has removed these 
exemptions. Breeders and researchers will 
have to pay royalty to the PBR holder to 
use the protected variety for breeding other 
varieties. The farmers’ exemption has been 
made optional. Article 15 of UPOV 1991 
states: 

Each contracting parly may within 
reasonable limits and subject to the 
safeguarding of the legitimate interests of 
the breeder restrict the breeders' right in 
relation to any variety in order to permit 
farmers to use for propagating purposes on 
their own holdings the product of the harvest 
which they have obtained by planting, on 
their holdings, the protected variety. 

It is the breeders who will decide their 
legitimate interests and enforce this on the 
state. Since the breeders are multinational 
seed companies in this case, more powerful 
than most third world governments, 
“reasonable limits" will be set by these 
corporations and not by individual 
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governments. Breeders’ authorisation wilt 
therefore be the final determinant in respect 
to the sale and marketing of harvested 
material. UPOV 1991 is therefore as 
monopolistic as patent regimes. 

While most third world governments 
were not considering the adoption of 
UPOV 1991, they had an option of joining 
UPOV 1978 until December 1995. To avoid 
the more restricted 1991 convention, most 
governments were rushing to become 
members of the 1978 convention and to base 
their sui generis systems on it. Since India 
did not join UPOV in 1995, if it becomes 
a member of UPOV it will have to adopt 
the 1991 version of the legislation. 

Sui generis systems can be evolved 
independently by UPOV; for third world 
countries this is the best option. 

Indian Legislation 

In 1993 a draft legislation entitled the 
Plant Varieties Act was prepared by the 
government of India. However the draft 
legislation could not be passed because of 
severe criticisms from people’s organi¬ 
sations, especially those representing far¬ 
mers and those involved m biodiversity 
conservation programmes. The most signi¬ 
ficant inadequacy was the failure to articulate 
farmers’ rights as ownership rights. The 
draft legislation retained the definition of 
farmers’ rights as a fund to be operated by 
government. 

The Research Foundation for Science, 
Technology and Natural Resource Policy 
(RFSTNRP) and the M S Swaminathan 
Foundation were two organisations invited 
to give comments on the draft legislation. 
The Research Foundation took represen¬ 
tatives of farmers’ organisations for its 
consultations with the agnculture ministry 
since farmers were not consulted fordrafting 
the legislation. The amendments proposed 
by the RFSTNRP arc contained in the 
foundation’s publication, ‘Plants, Patents 
and People’. 4 

The two main proposals made were that 
farmers’ intellectual contributions be 
recognised as a basis of farmers’ rights since 
farmers innovations are collective 
innovations and seed is a shared resource. 
Farmers’ rights should be community rights 
in the field of agricultural biodiversity. 
Farmers’ rights set the boundary conditions 
for the free space for farmers to continue 
practicing agriculture with full freedom with 
respect to plant genetic resources. They also 
set the boundaries for the operation of the 
intellectual property rights monopolies of 
the seed industry. 

The main proposal of the M S Swaminathan 
Foundation was the setting up of a National 
Community Gene Fund as a mechanism for 
compensating farmers. 'Farmers' rights’ in 
this proposal are not a juridical concept but 


merely a financial mechanism. However, 
rights cannot be reduced to mere funding 
mechanisms. 

As a result of critiques of the draft legis¬ 
lation of 1993 from farmers, conservation 
groups as well as the seed industry, the 
legislation was withdrawn and new legis¬ 
lation is being drafted. 

The M S Swaminathan Foundation 
organised a technical consultation on an 
implementation framework for farmers’ 
rights in Madras in January 1996 to provide 
input to the new legislation being drafted. 
One of the issues addressed at the technical 
consultation was the definition of a farmer. 
Unfortunately the definition adopted at the 
consultation treats agribusiness and cor¬ 
porations as farmers also, thus undermining 
all the unique rights of small traditional 
farmers who have provided and conserved 
agricultural biodi versity. A second discussion 
at the technical consultation was whether 
there should be separate legislation for plant 
variety protection and farmers’ rights, or 
there should be common legislation. It was 
decided to have a single legislation with the 
title ‘Plant Variety Protection and Farmers’ 
Rights Act’. 10 

The Research Foundation organised a 
seminar in New Delhi on February 20,1996 
on ‘IPRs, Community Rights and Biodiver¬ 
sity’ to further develop the idea of farmers' 
rights as community rights of juridical 
equivalence to IPRs. Justice Krishna Iyer, 
who closed the seminar, laid the agenda for 
future action: ’The intellectual community 
of this country has been showing an amount 
of apathy, inactivity or conviction that they 
cannot change the ‘irreversible’ course of 
events which would end up in the recoloni¬ 
sation of this country. The most important 
point here is community rights. All of us 
have been progressing on the Anglo-Saxon 
jurisprudential assumption that only 
individuals had any rights. But communities 
do not matter. But in this ancient country 
a culture has been evolved, a certain way 
of cohesive living. They have always 
remembered that apart from individuals, 
communities have rights”. These rights have 
been enjoyed from time immemorial, 
invisible in text, but real in terms of wealth. 
“We have to revise our notions about 
community wealth, community rights and 
community property. The village commu¬ 
nities in India have rights, they have legal 
persona, they can go to court, they can fight 
for defence of what they have as acommunity. 
Collectivity itself is the persona. It is time 
that we introduce this into the jurisprudence 
that is being taught. Indian legal thought 
tells you there are community rights. And 
communities are fluctuating bodies but they 
have a certain identity.” This right is 
embodied in the hierarchy of democratic 
institutions in which the gram sabha is above 


all even parliament. It is a natural right. 
Such a community right has already been 
recognised by the highest court of Australia 
which has held that the occupation and 
colonisation of Australia by England did not 
take away the rights of the aboriginals as 
no compensation was given. "The white 
man in Australia had assumed everything 
was his. The white man in America assumes 
the whole globe is his. The white Indian is 
willing to surrender. The pity of it. Oh! God! 
the pity of it. You white Indian you are 
prostrating before the white American* 

Justice Iyer emphasised that community 
rights are a reality of Indian law. He stressed 
the need to return to ancient Indian legal 
literature which recognises the reality of 
these rights. “It was never so relevant as 
today when we are being expropriated of all 
rights”. The imposition, particularly of IPR 
regimes, is an abitrary and unreasonable 
procedure by which people’s rights are being 
forcibly taken away. 

Community rights arc sacrosanct because 
the preamble to the Indian Constitution 
speaks of ’We, the People of India’ indi¬ 
vidually and collectively. Article 38 of the 
Constitution speaks of the social order and 
not of individual rights, and imposes on the 
state “the bounden duty to guarantee the 
preservation of a social order that is just”. 

Further, Article 51a of the Constitution 
states: “It shall be the duty of every citizen 
of India to value, cherish and preserve the 
rich heritage of our composite culture”. India 
has an agricultural culture, a medical culture, 
a herbal culture, a curative culture, a 
pharmaceutical culture, a therapeutic culture, 
a psychic culture, a national culture. “It is 
impossible therefore to conceive of Indians 
abdicating the fundamental duty of fighting 
to preserve their culture, their herbal culture, 
and allowing it to be patented away by trivial 
modifications. It is obligatory as our 
fundamental duty. Let there be no sense of 
weakness, no sense of impotence.” 

Justice Iyer emphasised the need for 
national pride. “We speak with the pride and 
patriotism of 950 million Indians who 
together constitute the ‘shakti’ that is 
India that is Bharat. It is this that we must 
realise.” 11 

Community Rights in a Sui Generis Regime 

There is ample legal ground to go beyond 
UPOV in evolving a sui generis framework 
for protecting biodiversity, including plant 
diversity, especially in light of the Bio¬ 
diversity Convention. It is also an imperative 
because without it we will not be able to pro¬ 
tect community intellectual rights. People's 
contribution to the development of an 
adequate sui generis system for plants there¬ 
fore needs to focus on the three imperatives 
of ethics and ecology, recognition of creativity 
by communities, and economic equity. 
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( 1 ) The ethical and ecological imperative 
to recognise the intrinsic worth of all 
species 

Countries need to have strong legislation 
to allow exclusion of patents on life on 
grounds of public morality. This is a 
possibility allowed in Article 25 of the TRIPs 
agreement. Areas excluded from patentability 
need to be governed by non-monopoly 
‘regimes which protect people's rights to 
creativity and innovation. 

(2) The imperative for equal recognition of 
creativity in diverse cultures 

Diverse cultures have evolved different 
traditions of knowledge and innovation 
which need to be treated with equal respect 
and significance. This is also needed for 
cultural diversity, in the area of biodiversity, 
indigenous knowledge of farmers, tribals 
and herbalists is the primary source of 
knowledge of properties of plants. 

A sui generis system thus needs to 

(a) recognise this indigenous innovation, 
even though in structure, process and 
motivation it differs from the innovation in 
industrial systems; 

(b) through this recognition prevent the piracy 
of indigenous knowledge and of the bio¬ 
diversity in which it is embodied (c g, patents 
on neem, endod, coloured cotton, etc). 

Community rights or farmers' rights as 
collective intellectual rights therefore need 
to be evolved. 

(3) The economic imperative to provide all 
members of society with health and 
nutrition 

Monopolies in areas crucial to survival 
have been prevented through various 
mechanisms that exclude vital areas from 
such monopoly control. Thus, because food 
and health are central to survival, national 
patent laws have prevented the mono¬ 
polisation of patents in these areas. For 
example, the Indian patent laws do not allow 
patents for living resources. The Indian Patent 
Act 1970 says that “patents cannot be given 
for a method of agriculture or horticulture 
or for any process for the medicinal, surgical, 
curative, prophylactic or other treatment 
of human beings, or any process for a 
similar treatment of animals or plants to 
render them free of disease or to increase 
their economic value or ot their products 
(Article 3h and 3i). 

While protecting national laws which have 
ensured that the ethical and economic im¬ 
peratives are fulfilled, the new and comple¬ 
mentary legislation being evolved needs to 
allow us to protect our biodiversity and our 
indigenous knowledge in thisera of biopiracy 
in which the pirates are protected by IPR 
laws, but the victims have no protection. 

The existing legal framework for 
intellectual property rights recognise only 


the northern Industrial model of innovation. 
It has failed to recognise the more informal, 
communal system of innovation through 
which southern farmers and indigenous 
communities produce, select, improve and 
breed a diversity of crop and livestock 
varieties, often over a long period of lime. 
This is a clash over the definition of 
knowledge systems. It is therefore proposed 
to define ‘innovation* which recognises the 
collective and cumulative intellectual right 
of such communities as a corollary to 
perfecting it. Additionally, the definition 
recognises such knowledge howsoever 
recorded, whether formally or informally 
(oral ly, anecdotal, etc). This is to take account 
of communities in the third world which 
may not have a written tradition or culture. 

The word ‘property* has been dclibe- 
ratedly excluded in describing the knowledge 
systems of communities. Property rights in 
the term ‘intellectual property rights' as pre¬ 
sently understood, connotes cummoditisation 
and ownership in private hands primarily for 
commercial exchange. The integral elements 
of the relationship of the community to its 
knowledge is that it is uncommoditised and 
communally ‘owned 1 and shared. The sum 
total of knowledge which is of value (though 
not necessarily priced) in communal control 
(and not privatised) and cumulative is more 
aptly described by the term ‘community 
intellectual rights’. 

It was also suggested that governments 
exercise their sovereign rights over genetic 
diversity jointly with the owners of diversity 
- the farming communities - to prevent 
piracy of genetic material, to strengthen the 
negotiating capacity of thecountry by having 
state sovereignty backed by people's 
sovereignty, and to ensure just returns for 
allowing access to genetic material. In order 
to protect farmers' rights, it is essential that 
access to such genetic material be made 
conditional on negotiations between the 
parties interested in acquiring the material, 
and communities concerned, and their 
governments. 

Farmers' varieties need to be protected in 
perpetuity because they are perennial and 
perpetual and always useful, in contrast to 
breeders' varieties whose usefulness is time 
bound. It is necessary to ensure that the right 
exists in perpetuity and cannot be 
extinguished. Such a prohibition to advance 
public policy is common in domestic 
legislation. Farmers have a right to the 
continuation of free exchange and access 
emanating from whole communities to other 
reciprocating communities. It is predicated 
upon the non-exclusive holding in common 
of knowledge innovations and practices of 
indigenous and local communities in respect 
of genetic resources and biological diversity. 
The free sharing does not apply if there is 
commercial utilisation of the variety or 
innovation. It should be assured that 


communities retain control over their 
resources, emphasising the non-monopolistic 
facet of community innovation. It accords 
with the provision in the Biodiversity 
Convention to “encourage the equitable 
sharing of the benefits" arising from the 
utilisation of such varieties, knowledge, 
innovations and practices of the indigenous 
and local communities (Article 8(j)). 

To prevent prolonged dispute as to whether 
the variety, knowledge, practice or tech¬ 
nology relating to the innovation is in the 
custodianship of a community, a declaration 
by the duly constituted representatives of the 
community that they have been using the 
variety or innovation, or arc the custodians 
of the variety or innovation, will suffice to 
vest the variety or the innovation in the 
community. The declaration will be in a 
manner which accords with their custom or 
practices. Legal burden is defined as the 
ultimate and main duty of proving the issue 
when all is said and done, failing which the 
case is lost. Evidentiary burden is the duty 
of producing sufficient evidence to raise a 
particular issue. More than one community 
may have contemporaneously created the 
genetic resource and the technologies or 
accumulated the knowledge. The innovation 
will in such circumstances vest jointly in all 
these communities, and each will have 
complete rights and duties in relation to it 
save that any payments will be apportioned 
accordingly. Communities may be weak in 
enforcing their rights, so the state is charged 
with protecting community/ies 1 interests in 
negotiations for access with foreign/ 
commercial interests. As this obligation of 
the state emerges from joint ownership with 
communities, the state cannot take unilateral 
decisions but has to consult the community/ 
ies before taking action. The right to pursue, 
present and develop the innovation and 
enforce rights in relation to it are vested not 
only in the community but also in any body, 
governmental or otherwise; this recognises 
the lack of capacity in some communities 
to mount any kind of action to pursue, defend 
and enforce theirintellectual rights. However, 
the communities' right to do so always takes 
precedence. 

Declaration of parent lines with their 
passport data as breeder rights claims is 
essential to guarantee that the farming 
communities that have contributed the 
varieties can be identified and given just 
compensation. Declaration of parent lines 
will also help other researchers use these 
varieties to develop new and/or improved 
varieties. 

Fanners’ rights include the right to breed 
new varieties and to sell seed. Farmers’ 
seed sales account for over 70 per cent of 
the seed supply in India, helping to maintain 
both the price of the seed as well as the 
quality. Eliminating the farmer as a seed 
seller places him at the mercy of seed 
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corporations as well as endangers the food 
security of the country 

What Farmers' Rights are Not 

(a) Farmers'rights are not a privilege or 
concession 

The impact of the ‘seed satyagraha’, the 
movement for the protection of farmers ri ghts 
and indigenous seeds, can best be gauged 
from the fact that the director general of GATT, 
Peter Sutherland himself has had to intervene 
in the Indian debate with his article ‘Seeds of 
Doubt’. 12 However, nowhere in his article has 
Sutherland referred to farmers’ rights. All he 
has offered is an assurance on farmers' privi¬ 
lege, which is not the same as ‘farmers' rights’. 

Farmers' privilege is not a right. It is a 
mere concession given to farmers by seed 
corporations, who alone have proprietary 
rights derived from innovation with 
biological resources. Besides failing to 
recognise farmers' innovation, the concept 
of ‘farmers’ privilege’ is also misleading 
because it falsely gives the impression that 
farmers can save seed, as a right. However, 
IPRs in plant material arc primarily based 
oh the deni al by multinational seed companies 
of the fundamental right of our fanners to 
conserve, use and produce seed, as they sec 
farmers' rights to their own seeds as an 
obstacle to their market expansion. 

The shift from ‘farmers’ rights’ to ‘farmers' 
privilege’ is a shift to the world view that 
intellectual and economic value is only 
created by capital in the north, and that only 
northern corporations have rights that need 
protection. This allows the control and 
ownership of biological resources to shift 
into the hands of the multinational corpora¬ 
tions (MNCs) of the industrialised world. 

(b) Farmers' rights are not merely a fund 

Farmers’ rights haveoften been interpreted 
as a fund run by international or national 
agencies. However a fund cannot be a right. 
Rights guarantee protection, a fund provides 
compensation. Rights are available to all 
farmers. Compensation can only flow to 
some farmers. Rights put limits on IPR 
regimes and monopolies. A fund is based 
on the acceptance of unlimited monopolies 
and corporate rights. In this sense both the 
FAO interpretation and proposals in the 
Indian draft legislation need to be widened 
to establish farmers’ rights as legal rights 
with a status in legislation. This needs to be 
done over and above working out 
mechanisms for ensuring returns to farmers 
as the original innovators and custodians of 
agricultural biodiversity. 

Farmers' Rights: A People's Charter 

(1) Farmers’ rights arise from their past, 
present and future contribution jto the 
conservation, modification and exchange of 
plant genetic resources. 


(2) Farmers* innovation in plant breeding 
takes place collectively and cumulatively. 
Therefore farmers' rights arising from their 
role as conserves and breeders have to be 
vested in farming communities, not in 
individual farmers. 

(3) Farmers' rights are rights derived from 
intellectual contributions to the breeding of 
seeds and plant genetic resources. Farmers 
are breeders even though their breeding 
objectives and methods might differ from 
the objectives and methods of the seed 
industry. Farmers breed for diversity while 
the seed industry breeds for uniformity. The 
recognition of farmers’ breeding strategies 
is necessary to stop the practise of using 
farmers' seeds as ‘raw material' with no 
intellectual contribution from the farming 
communities. 

(4) Farmers* rights are a necessary com¬ 
ponent for the conservation of biodiversity, 
since breeding strategies based on the pro¬ 
duction and reproduction of diversity have 
to be protected if agricultural biodiversity 
is to be conserved in situ . The intellectual 
rights and capacities of farmers have a central 
role in the conservation of agricultural bio¬ 
diversity and need to be protected under CBD. 

(5) Seed is not the private property of 
individual farmers nor is it the ‘common 
heritage of mankind’ which can be 
appropriated freely by the seed industry, 
converted into proprietary commodities, and 
sold back at high cost and heavy royalties 
to the same farming communities. Seed is 
a common resource of the local farming 
communities who have evolved and 
conserved it. Farmers are not merely 
‘caretakers' for the ‘raw material’ that the 
seed industry needs for its industrial breeding. 
Farmers are the original breeders, custodians 
and owners of seed material and plant genetic 
resources. Farmers’ rights are community 
ownership rights, not mere caretaker rights. 

(6) Farmers’ rights include their right to 
ecological security. This includes their right 
to cultivate diverse crops and crop varieties 
to avoid ecological risk and vulnerability. 
The globalised economic system dominated 
by TNCs in which TRIPs is embedded, and 
which TRIPs consolidates even further, 
creates conditions for the spread of uni formity 
and the destruction of diversity. This violates 
farmers' rights to ecological security. 

(7) Farmers' rights also include the rights 
of farmers as consumers. This includes the 
right to choose seed from the seed industry 
on the basis of criteria of sustainability of 
farmers’ livelihoods and the agricultural 
ecosystem. Farmers have a right to full 
environmental impact assessment of 
commercial seed, especially hybrids and 
genetically engineered seeds. Farmers have 
a right to full information about the risk of 
chemical pollution and biological pollution 
caused by seeds tailored to increase the use 
of chemicals, e g. herbicide resistance varie¬ 


ties Which require increased use of herbicide 
and also lead to the risk of transfer of herbicide 
resistance through pollination across large 
distances. Farmers' rights therefore require 
that seed sales and distribution be covered 
by biosafety regulations. 

(8) Since farmers’ choice of seed is limited 
by the disappearance of farmers' varieties, 
the erosion of public sector research and by 
the establishment of seed monopolies through 
exclusive rights in the form of IPRs, farmers* 
rights also involve limits on monopolies and 
the rights of farmers to challenge seed 
monopolies as consumers of seed, for 
example, the broad species patents on 
soyabean and cotton held by Agracetus, a 
subsidiary of W R Grace. 

(9) Fanners’ rights also include the right to 
food security of agricultural producers. In 
recent years rural communities have been 
the ones most vulnerable to food scarcity, 
hunger and famine. Farmers’ nghts to food 
security therefore include the freedom to 
produce food for their suhsistance and 
survival and the rights to exclude certain , 
crops from IPRs so that IPRs do not become *' 
an aggravating factor m the generation of 
scarcity and famine. 

(10) Farmers' rights include the right to 

produce diverse and nutritious foods for 
healthy consumption. Safe and healthy food 
is an essential element of food security, and 
farmers' rights are necessary for ensuring 
tood security for all. J 
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DISCUSSION 




Price and Non-Price Factors in 
Agricultural Investments 

B D Dhawan 


THE observations which follow arise out of 
a critical reading of V N Misra and Peter 
B R Hazell’s paper Terms of Trade, Rural 
Poverty, Technology and Investment: The 
Indian Experience 1952-53 to 1990-9 V 
(EPW, March 30). My major concern is with 
their following conclusion: 

...theempirical evidence for the entire period 
of three decades clearly shows that the terms 
of trade and technology have been responsi¬ 
ble for increasing the private investment in 
agriculture. It seems during the late 1980s the 
increase in private investment has not only 
helped m raising production and farmers' 
incomes but also improved the efficiency of 
investment made in agriculture despite 
unfavourable terms of trade (p A ll). 
Admittedly, Misra and Hazell (MH 
hereafter) have reckoned with both price and 
non-price factors in agricultural growth 
process, especially the interactive role of 
termsof trade with HYV technology variable. 
But in their zeal to underscore the role of 
price factor - which has been underplayed 
in earlier research writings - they have un- 
warrantedly down played the role of three 
following non-price instruments in private 
capital formation in agriculture: (1) public 
investments in agricultural sector (major, 
medium and minor irrigation works; soil and 
water conservation works, agricultural 
Itsearch, etc); (2) public investments for 
agriculture development but outside the 
agriculture sector (rural electrification, rural 
roads, fertiliser and pesticide industries, etc); 
and (3) institutional credit through 
commercial and co-operative financial 
institutions. 

MH have certainly not left out the first 
item in their investigations relating to private 
farm investments. In fact, they do visualise 
a positive effect of such public investments 
on private farm investments. This they do 
While giving a priori reasoning at the stage 
. of econometric modelling of the behavioural 
function for private farm investments - at 
this stage they even take issue, albeit mildly, 
with S N Mishraand Ramesh Chand’s narrow 
view of the complementarity hypothesis. 
But they appear to lose their bearings once 
they encounter a positive but statistically 
insignificant coefficient of the public invest- 
• ment variable in their multiple regression 
equation lor private farm investment 
function. They go off the rails, so to speak, 
with the following reactions: 

The role of public investment in influencing 
the private investment turned out to be quite 
weak, as it is significant only at 15 per cent 
level(Equation lII,Table6). This isprobably 
due to declining public investment in 
agriculture over the period, as may be seen 
from Graph 3. The complementarity relation¬ 
ship between public and private investment 
bad also been broken during the 1980s This 


may be seen from Table 7 showing the 
results of regression analysis about the impact 
of public investment on private investment 
during the 1960s, the 1970s and the 1980s 
separately (p A-11). 

First. MH are not following consistent 
standards of judgment involved in asses¬ 
sing statistical significance of regression 
coefficients. A 15 per cent level of signi¬ 
ficance is acceptable to them while testing 
the estimated regression coefficient of terms 
of trade variable in their regression equation 
for aggregate agricultural output. Then why 
are they chary of the same in the case ol the 
regression coefficient of public investments 
variable? Is it because of their overriding 
concern for the price factor in the new climate 
of supremeness of market forces and the 
international pressure on the government of 
India to withdraw the public sector from 
various domains ot the economy? 

Second, because of the opposite trends in 
the two categories of agricultural capital 
formation during the 1980s they, like Mishra 
and Chand (1995), are bound to turn up with 
a negative correlation between the two lor 
the 1980s so long as they carry out a simple 
corrclation/regression analysis instead of a 
multivariate analysis. It is unwarranted to 
draw any inference of refutation of the com¬ 
plementarity hypothesis (in the broad sense 
of public investments positively influencing 
pnvatc investments in agriculture) from such 
one-to-one variable regression framework. 
Till someone demonstrates lack of comple¬ 
mentarity in recent years between public and 
private investments in agriculture in a 
multivariate setting, why discard the 
conventional wisdom in this regard? What 
ate the relevant variables for multivariate 
analysis of the private investment function 
for Indian agriculture is an important matter 
to which I return later on. 

Third, the existence of a trend in an 
explanatory variable - whether it is upwards 
or downwards over time - has nothing to 
do with the statistical non-significance of 
the estimated regression coefficient. 
Therefore. MH are incorrect in asserting that 
the insignificance of the regression 
coefficient of public capital formation in 
agriculture (estimated as 0.47) “is probably 
due to declining public investment in 
agriculture over the period". Instead of 
making such an unwarranted observation 
they should have used the estimated rela¬ 
tionship to throw light on the phenomenon 
of a deceleration or slowdown in the rate 
of growth of private capital formation in 
agriculture in the recent years. According to 
their own computations {vide Table 3), this 
rate averaged about 3 per cent per annum 
between 1978-79 and 1991-92, a level that 
was only two-thirds of that recorded between 
1967-68 and 1977-78. After all, a regression 


coefficient of 0.47 means that reduction of 
every one rupee in public investments in 
agriculture ceteris paribus reduces private 
farm investments by a little under one half 
of a rupee. 

Fourth, MH’s empirical evidence in 
support of improvement in efficiency of 
farm investment in more recent years needs 
further probing. They themselves show due 
awareness that incremental capital output 
ratio (ICOR) is not a definite yardstick for 
measuring efficiency of capital use. No less 
importantly, inter-period ICOR analysis, 
especially for agriculture whose year-to- 
year changes in crop output are quite sensitive 
to ups and downs in weather conditions, is 
fraught with pitfalls. Because of weather 
factor and the added problem of time lags 
- the Planning Commission takes a five-year 
time lag between public investments in 
agriculture and the farm output thereof - 
ICOR should not be worked out for too short 
a period. Furthermore, the periods formed 
through pcriodisation of past time must he 
comparable m two respects: length of time 
period and the weather conditions The 
weather conditions need to be comparable 
more so in respect of the hrst and the last 
year of each time period MH do not show 
due care of such aspects in the ICOR analysis 
The most recent penod is 1987-88 to 1991 - 
92 (vide Table 8) Its length is five years, 
and what is worse its tirst year (1987-88) 
is one of severe drought - this can seriously 
bias ICOR on the lower side The two earlier 
periods for which ICORs have been 
computed are: 1967-68 to 1977-78(11 years) 
and 1978-79 to 1986-87 (nine years). The 
first and the last years of these periods arc 
wcatherwisc comparable (years ot bumper 
crops in the case ot the first period), but their 
length is much more than that of the most 
recent period. 

Let us now revert to the issue of 
determinants of an investment function for 
Indian farmers. Investment is a far more 
complex phenomenon than consumption, 
and consequently far more troublesome to 
capture through a simple multiple regression 
equation. Therefore, researchers have to show 
persistence in expen mentation: (1) they better 
experiment with an array of variables, (2) 
experiment defining the chosen variables in 
more than one way, and (3) experiment with 
more than one data set. Finally, results of 
all experiments and exercises should be 
reported for the benefitof other or subsequent 
scholars who evince research interest m this 
area of determinants of investment. 
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SC Dube 

I WAS upset by Andre Beteille* s obituary 
of S C Dube (March 30). Its tongue-in-cheek 
tone was quite unexpected: in fact, 1 had 
never read an obituary written with so much 
irony and disdain. Also I felt that Beteille 
ignored one major aspect of Dube's 
personality and presence in the Indian social 
science scene. And, on at least one fact, 1 
found Beteille*s interpretation seriously 
questionable. 

Out of the several remarks made in a 
contemptuous manner, one which is 
particularly uncharitable is this: "Dube did 
not realise his full potential as a scholar. This 
was partly a failure of his generation which 
perhaps overestimated the extent to which 
India needed its services". Another remark, 
which barely hides Beteille*s judgment is: 
"In India at least, there is only a thin line 
between sociology and current affairs, and 
Dube seemed less troubled than others over 
crossing it." Elsewhere in this strange 
obituary, Beteille clarifies his complaint 
against Dube by saying that he saw himself 
both as a scholar and a publicist. Dube 
indeed did so; the only question is whether 
he deserves to be criticised for this self¬ 
perception when he is no more there to 
defend himscU. 

Though an empiricist by training and 
choice, Dube was unendingly worried about 
the human implications of social scientific 
study. This worry led him to suspect the 
adequacy of colonial administrative 
institutions, particularly in the context of 
development. Beteille has repeatedly equated 
Dube with his generation, but 1 know of no 
other sociologist of Dube* 6 generation who 
felt so perturbed over the direction that 
development had taken. Dube was among 
many sociologists, not to speak of scholars 
from other disciplines, who had personally 
participated in the advancement of 
development planning in its early days. 
Beteille completely ignores this rare capacity 
which Dube had for questioning himself and 
a dominant discourse of our times. In an 
autobiographical piece, Dube wrote: "At no 
stage have I had a commitment to a person, 
a party, or an ideology; but at all times I 
did think of our commitment to the people 
we must study. Do they have a voice in the 
decisions concerning their lives? Do they 
have choices and options in respect of what 
are known as development aims? In the 
name of ‘national* development must they 
suffer the erosion of their cultural autonomy 
and the loss of their self-esteem? Must they 
accept goals formulated and foisted upon 


them by the elite? Is it their inexorable fate 
to gradually lose control over their 
resources, accept servitude and submit to 
frequent uprooting for a kind of 
development that benefits them only 
minimally? The ambit of individual 
commitment, in my view, included such 
questions of public policy. Anthropology 
and sociology, in addition to their scholarly 
function, should also seek to give a voice 
to the voiceless. I detest populist rhetoric. 
Anthropology and sociology should resist 
the temptation to coin catchy slogans. But 
their analytical insights and cultural 
criticism should certainly bring to light the 
degenerative and destructive aspects of 
well-intentioned policies.** 

Dube's belief that social sciences must 
have a human purpose also inspired him to 
take a stand on controversial issues and to 
intervene in public affairs that fell in his 
areas of enquiry. I especially recall two such 
interventions with respect: one, opposing 
the introduction of Sanskrit in secondary 
classes in Arunachal Pradesh, and the other 
to seek the scrapping of Bodhghat dam 
project in Bastar. His personal appeal to 
popular singer Anuradha Podwal and flute- 
player Hariprasad Chaurasia to reconsider 
their acceptance of the invitation to perform 
at the VHP-sponsored Vision 2000ceremony 
in New York is also worth recalling. Even 
as 1 record these matters, I feel apprehensive 
that Beteille would dismi ss them as examples 
of Dube's publicist side. Perhaps there is a 
generalisable problem lurking here, that of 
our attitude towards the role of social study 
and the meaning of being a scholar in Indian 
society. 


Dube*s departure from the University of 
Saugar in 1972 to the Indian Institute of 
Advanced Study, Simla, as its director, 
receives an interpretation from Beteille 
which I find quite invalid and unaccept¬ 
able. I say this as one who studied at 
Saugar at the time Dube was there, though 
I did not have the fortune to study at' 
his department or from him. Beteille’s 
remark about Saugar as "a remote provincial 
university whose environment offered little 
intellectual stimulation to a man of his 
ability" reveals shocking ignorance about 
Dube's world at Saugar. Anyone with an 
unprejudiced acquaintance with university 
education in the late 1950s and the 1960s 
would know the high regard in which the 
University of Saugar was held at that time. 
Dube's intellectual contemporaries at 
Saugar included such eminent scholars 
and teachers in different disciplines as 
Shrikrishna Saxena, Nand Dulare Vajpeyi, 
S Mallikarjunan, Daya Krishna, Vijay 
Chauhan, Dhirendra Verma, Baburam 
Saxena, W D West, Prem Shankar, S M 
Ali, Pratap Chandra and Swaminathan 
(1 forget his initials). Beteille shows 
incredible disdain towards these men, 
with whom Dube had a warm relation¬ 
ship, by saying that he left Saugar because 
its environment was unstimulating. I 
suppose it must be Saugar's sin of being 
provincial - and anything provincial is also 
‘remote* for metropolitan scholars - which^ 
led Beteille to this unsupportable 
conclusion. 
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Moonshine on Foreign Investment 


A CCORDING to the United Front’s Common Minimum 
Programme (CMP) f the country requires and has the 
capacity to absorb at least $ 10 bn a year of foreign direct 
investment. The amount is startlingly large against the 
background of the actual inflow of foreign investment in the 
recent past. More important, the authors of the CMP do not 
seem to have considered the implications of attempting to 
absorb FDI of this order. 

The cases of China and some south-east Asian countries 
cited in support of attempting to attract large-scale foreign 
investment do not quite clinch the argument. It is true that 
China has attracted massive FDI in the four years from 1992 
to 1995. In the previous five-year period from 1987 to 1991, 
FDI flows into China ranged more modestly between $ 2.5 bn 
and $ 4.5 bn, but in the following four years they shot up to 
$ 11.2 bn, $ 27.5 bn, $ 33.8 bn and $ 38 bn, respectively. The 
south-east Asian countries which have received substantial 
FDI in recent years, about $ 5 bn per year, are Indonesia and 
Malaysia. It is, however, well known that the bulk of the FDI 
in these countries, other than China, has come from Japan 
because of its geographical proximity and Japanese compulsion 
to shift production abroad. In the case of China, as much as 80 
per cent of FDI has been sourced to non-resident Chinese. 
Further, the sudden upsurge in FDI in the last four years has 
been closely linked to the impending change in the status of 
Hong Kong. A significant part of the supposed FDI has 
represented capital originating in China which has been 
looped through Hong Kong back into China - a process which 
has come to be known as ’round-tripping*. Some $ 12.6 bn or 
37 per cent of the total FDI of $ 33.8 bn in 1994 is believed to 
have comprised such 'round-tripping*. Also, a conspicuous 
aspect of FDI in China and the south-east Asian countries is 
that these countries are being treated by foreign investors as 
launching pads for their global operations and sales. 

Apart from the very material differences between these 
countries and India in respect of the above considerations, 
misgivings about FDI flows into India on the scale envisaged 
in the UF’s CMP relate to the ‘sources’ and ‘uses’ of FDI. On 
the sources side, the nature of the FDI proposals which have 
been approved since the beginning of liberalisation <^f the 
Foreign Exchange Regulation Act (FERA) shows that foreign 
investors have India’s domestic market rather than exports as 
their focus. This is evident from the tiny size of the FDI 
proposals. Of a total of nearly $ 21 bh of FDI approved 
between August 1991 and March 1996 in respect of 8 ,'407 
proposals,449approvals accounting for nearly one-half of the 
amount pertain to power and fuels and telecommunications. 
The average size of FDI for the rest of the proposals works out 


to a mere $ 2.4 mn per proposal. Even in some capital- 
intensive industries, the average FDI proposed is remarkably 
small: $ 9 mn per proposal in automobiles, $ 1.7 mn in 
industrial machinery and $ 3.5 mn in chemicals. 

More importantly, the capacity of the economy to 
productively absorb foreign investment is a function essentially 
of the size of domestic saving. China and the south-east Asian 
countries have been able to absorb large amounts of foreign 
capital because of their high rates of domestic saving which 
have sustained correspondingly high rates of domestic 
investment. The domestic saving rate in China currently is 
over 40 per cent, that in Indonesia 39 per cent and in Malaysia 
and Thailand, 35 per cent. A high rate of domestic saving is 
essential for absorbing large FDI because in any project based 
on foreign investment, the foreign equity component constitutes 
a small proportion of the total project cost. The rest has to be 
financed by (a) domestic equity capital from participatinig 
investors in joint ventures and/or from the public, (b) domestic 
debt capital and (c) foreign debt capital. The very small 
average size of foreign investment in FDI proposals, as noted 
above, points to the sizeable amounts of financing required 
from these other sources. As the project details are not 
known, it is difficult to arrive at an idea of the aggregate 
capital outlays on the FDI proposals. A typical example, 
however, is that of ENRON’s Dabhol power project in 
Maharashtra for which the debt-equity ratio is 70:30. Of the 
total capital outlay of Rs 3,029 crorc on the first phase of the 
project, foreign equity (including from the foreign co¬ 
promoters) would constitute Rs 818 crore or 27 per cent and 
the balance of Rs 2,211 crore would have to be provided by 
domestic equity (Rs 91 crore), domestic long-term loans 
(Rs 700 crore), foreign currency loans which could also be 
from domestic financial institutions and banks (Rs 454 
crore) and foreign loans (Rs 966 crore). Another case in 
point is the car project promoted by the Mahindjas in 
collaboration with Ford Motors. While the capital outlay on 
the project is estimated at Rs 1,000 crore, the foreign 
collaborator's equity contribution is set at Rs 200 crore or 20 
per cent; the rest of the project cost is to be met by domestic 
equity (Rs 200 crore) and borrowing (Rs 600 crore). In the 
latest list of FDI approvals, Matsushita Electricals of Japan 
has proposed a 60 per cent participation with its own equity 
contribution of Rs 47.74 crore for manufacture of colour 
TVs, audio equipment and, at a later stage, video cassette 
recorders. The FDI in this project is unlikely to be more |han 
15 per cent of the total project cost. In all these projects the 
debt-equity ratio is generally 3:1, with apart of the equity too 
having to be generated locally. 
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To provide such large supporting finance 
will require both larger foreign borrowing 
end higher domestic saving. India’s external 
debt had touched the equivalent of $ 99 bn as 
of March 1995 or, taking account of the 
subsequent appreciation of the dollar, $ 93.84 
bn as of September 1995. External debt 
already works out to 248 per cent of exports 
and 34 per cent of GDP. By contrast, the 
corresponding ratios for China are 80 per 
cent and 19 per cent. No wonder, there is a 
realisation even in official circles that fresh 
external borrowing should not exceed $ 6 to 
S 7 bn per annum. 

The availability of domestic equity and 
debt capital to sustain larger inflows of FDI 
will call for a significant increase in domestic 
saving, an area where the economy’s recent 
performance has been disappointing, to say 
the least. The latest estimates suggest that the 
rate of domestic saving which was stuck at 
about 21 per cent in the first three years of the 
economic reforms, rose to 23 per cent in the 
following two years, 1993-94 and 1994-95, 
but has fallen back to around 21 per cent 
thereafter. The acute financial stringency 
faced by banks and financial institutions has 
been reflected in the unprecedentedly high 
rates of interest. With economic retorm 
having vigorously stimulated the economy’s 
propensity to consume, there is little hope of 
a significant improvement in domestic 
saving, which cannot but act as a severe 
constraint on the economy’s capacity to pro¬ 
ductively absorb a high level of foreign 
direct investment. 

NUCLEAR TEST BAN 

Wrong Decision 

FOR at least the past decade and a half every 
nuclear nation has been reiterating, in 
international fora, its philosophical 
commitment to halting the nuclear arms race; 
since the 1950s every threshold nuclear state 
has, at one time or the other, underlined its 
intention to icfrain from going nuclear, unless 
of course subjected to intolerable 
provocation; and every non-nuclear state 
has sought to cajole, pressurise and chal lenge 
the world to get on with the task of putting a 
stop to the relentless search for better and 
bigger nuclear weapons. And yet after 
two and a half years of negotiations, the 
current and fourth round ot talks on the 
Comprehensive Test Ban Treaty (CTBT) 
may well end without a minimal agreement. 
With the extension of the Nuclear Non- 
Proliferation Treaty in 1995, the CTBT was 
the logical next step, ensuring that new 
systems not covered by the earlier treaties 
curtailing the nuclear race were not 
developed. However, evidently it is one 
thing to reduce curient stockpiles and quite 
another to give up nuclear ambitions. The 


queatkm is cleariy mm so much of national 
security as of hegemonic ambitions, regional 
and international. It is only against this 
perspecti ve that India’s position at the CTBT 
talks can be understood. 

Years of discussion in the United Nations 
Conference on Disarmament resulted in 
evolving a ’draft rolling text’ and earlierthis 
year the text was transformed into a more 
manageable document with clearly defined 
areas of differences and listing alternative 
proposals. The contentious issues are 
numerous - linkage between the CTBT and 
the goal of nuclear disarmament, scope of 
activities which would be prohibited, 
monitoring and verification, entry into force 
(that is, when the treaty would come into 
force), duration of the treaty and the imple¬ 
menting organisation. India’s contention, 
over which in fact the current talks may well 
have to be abandoned, is that the preamble 
goals of the treaty must be defined within a 
time-bound disarmament schedule. On the 
issue of scope, there are differences on 
whether the treaty should exempt low 
threshold explosions. Until recently the US, 
Britain and France sought to leave out low 
threshold experiments, ostensibly for testing 
existing weapons for safety and reliability 
through hydronuclear explosions. These 
would have explosive yields from a couple 
ot kg to several tons and would also help in 
the development of future weaponry. Further, 
some countries have wanted to exclude 
peaceful nuclear explosions; India has 
objected to such a provision. 

The major differences among the nuclear 
nations have been on verification and 
monitoring. Russia and China are not 
prepared to accept inspection regimes of the 
kind being demanded by the US, which they 
say would amount to the Americans 
’snooping’ around their installations. Another 
contentious issue has been when the 
agreement would come into force. While 
some countries want the treaty to come into 
force when the nuclear countries and the 
threshold states have signed it, others have 
suggested that all the IAEA list of states with 
nuclear capabilities of any kind should sign 
it. India has proposed that the treaty should 
come into force ’’only after all parties have 
committed themselves to the attainment of 
the goal of total elimination of all nuclear 
weapons within a well-defined time 
framework [ten years]”. It is this proposal, 
termed treaty-killer, which has jammed the 
works. 

India's contention has been that without 
such a proviso movement towards genuine 
nuclear disarmament will be thwarted. This 
shift in India’s position has been sought to be 
justified by the supposedly ’changed 
circumstances' in terms of (1) the treaty 
permitting hydrodynamic experiments and 
laboratory testing which would undermine 


to pwpm aad (3) the indefinite 
of the NPT which has legitimised the 
possession of nuclear weapons by the nuclear 
nations, so that the CTBT would only 
consolidate and perpetuate the present nuclear 
weapon states’ hegemony. Neither argument 
is entirely convincing. Whatever the 
limitations of the CTBT, it is a capping 
device which will make weapons develop¬ 
ment difficult, expensive and complicated. 
Further, as has been argued, linking the 
CTBT to total nuclear disarmament within a 
definite time-frame will simply amount to 
putting the test ban treaty in cold storage for 
years. The commitment to the CTBT by the 
nuclear nations must be regarded as a hard 
won success for the cause of a nuclear 
weapons free world which must not be 
frittered away. Moreover, unlike the NPT, 
the CTBT is non-discriminalory; it will cover 
all countries, including the nuclear ones 
(including China, about whom India is 
particularly concerned). 

India’s present moves are presumably 
stalling devices meant to facilitate India’s 
withdrawal from the conference. Such a 
move can only be taken to underline India’s 
strategic ambitions to develop nuclear 
capabilities, kepi well hidden for decades 
under the cover of peaceful nuclear 
programmes. In a world which is slowly but 
surely moving towards a foreseeable future 
without nuclear arms, India’s position is an 
unfortunate one. What is particularly ominous 
is that the entire range of mainstream political 
parties, from the right to the left, shares a 
consensus on this issue. 

INDUSTRY 

Chasing Shadows 

WHEN the United Front’s Common 
Minimum Programme (CMP) was released, 
an impression was sought to be created that 
the enthusiasm for the continuance of 
economic reforms would be tempered by a 
concern for certain basic redistributive goals. 
The policy pronouncements which have since 
emanated from the prime minister, the finance 
minister and the industry minister have, 
however, been notable only for their anxiety 
to please domestic industrialists and foreign 
investors. In a meeting with top industrialists, 
Deve Gowd? stressed his government’s 
commitment to clearing the bottlenecks 
which came in the way of achieving ttttj 
projected annual growth rates of 7 to 8 pen! 
cent in GDP and 12 per cent in industrial 
production. .The finance minister, who has 
already permitted greater corporate access to 
foreign funds through external commercial 
borrowing and Euro issues and raised the 
annual limit for such issues from $5 bn to $7 
bn, recently assured NRI entrepreneurs in 
Singapore that the government would 
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"encourage foreign investment, make the 
piocess less painful, easier and more friendly 
for investors”. He also reiterated the CMP* s 
commitment to restructuring the insurance 
sector applying the principle of coexistence 
among the private, foreign and public sectors 
as in banking. 

The most radical pronouncements on 
industrial liberalisation have come from the 
new industry minister, Murasoli Maran. 
Addressing an FICCI seminar, he said that 
the government was proposing to review the 
list of industries which were still subject to 
industrial licensing and to throw open some 
industries which were reserved for the public 
sector or the small-scale sector. Among the 
18 industrial groups still subject to industrial 
licensing, Murasoli Maran referred specific¬ 
ally to agro-based industries and electronics, 
covering sugar and animal fats and oils, 
entertainment electronics such as VCRs, 
colour TV, CD players and tape recorders 
and white goods such as refrigerators, dish¬ 
washers, programmable washing machines, 
microwjvc ovens and air-conditioners 
Maran hinted at the possibility of coal and 
lignite, mineral oils and mining of copper, 
lead, zinc, tin, etc, being taken out of the list 
of industries reserved for the public sector. 
According to the industry minister, the 
government was also considering redefining 
small-scale industries in terms of employ¬ 
ment, enhancing the investment limit tor 
them, permitting foreign investors to invest 
in these enterprises and reviewing the policy 
of reserving specified articles lor exclusive 
, production in the small-scale sector. A 
committee has been appointed under the 
chairmanship of Abid Hussain to look into 
various aspects of industrial licensing. The 
government was proposing to expand the 
list of industries for automatic approval of 
foreign investment so as to include 
industries in the core and infrastructure 
sectors. Also under the government's 
consideration was raising the limit for 
automatic clearance of foreign investment 
proposals to 74 per cent foreign equity 
participation from the present 51 per cent. 

The prime minister and his cabinet 
colleagues have, on the other hand, been 
distinctly less enthusiastic about some of the 
government's other commitments, namely, 
those to enlarge social sector investment, 
introduce redistributive economic measures 
> and increase employment opportunities and 
raise the levels of living of the poor. If the 
government were serious about these 
commitments, it would have attempted a 
systematic evaluation of the impact of the 
policies of the previous government on the 
vulnerable sections of the people and focused 
attention on measures to mitigate theirad verse 
consequences. 

The government has in fact shown itself to 
be most reluctant to initiate any kind of 


objective review of the economic reforms 
undertaken so far. Ifit were to take a second 
look at, for instance, the profile of the 
foreign direct investment proposals approved 
so far, it would find that what is coming in 
the way of a quantum jump in FDI is not 
administrative red-tape. Of the 2,700 or so 
FDI clearances by F1PB so far involving 
foreign investment of Rs 62,950crore (about 
$20 bn), the infrastructure sector constitutes 
about 55 per cent and comprises the high 
profile, super-profit areas of fuels, 
telecommunications and automobiles, though 
many of the projects in even these areas are 
yet to take otf. The rest of the proposed 
investments are minuscule in size and in low 
priority areas like food processing and other 
consumer goods and services, with the focus 
distinctly on the domestic market. There is 
little evidence that foreign investors are 
viewing India as an export base. Finally, 
there is little reason to expect that FDI will 
raise technology levels in the Indian economy. 
This is hardly surprising considering that the 
government’s July 2,1991 industrial policy 
"does not lay down any restriction in regard 
to level of foreign equity holdings or the 
sectors eligible for foreign investment and 
leaves to the commercial judgement of the 
entrepreneurs the selection of technology 
and the terms negotiated for such transfer of 
foreign technology" Cross-country studies 
on technology transfer have shown that under 
such open-ended policies firms in the LDCs 
have generally been unable to assert their 
bargaining strengths to acquire advanced 
technologies. The results have been well 
known: transfer, often repetitive, of out¬ 
moded technologies, refusal to part with 
critical know-how and total emasculation 
of R and D effort in the host country. 
Therefore, instead of endlessly tinkering 
with administrative procedures, the 
government needs to pay attention to the 
more fundamental issue of the national 
goals and purposes in seeking FDI and how 
to pursue them. 

UTTAR PRADESH 

Survival Ihctics 

BY entering into an alliance with the Bahujan 
Samaj Party(BSP) for the forthcoming 
assembly polls in Uttar Pradesh, the Congress 
has at last admitted that it can no more 
survive in the state on its own. The Congress 
which once used to send prime ministers of 
the country from UP, has witnessed rapid 
erosion of its base in the state since 1989. In 
the recent 1996Lok S?bha polls, the Congress 
secured an all-time low of 8.14 per cent 
votes in the state. In fact, by agreeing to 
become a junior partner in the alliance, the 
Congress has acknowledged the ground level 
political reality in the state. 


Ontheotherhand,theBSP,whichnotched 
up 20 per cent votes in the state-an 
improvement of 8 percentage points since 
the last assembly elections in 1993-has 
turned the tables on its opponents. During 
the recent Lok Sabha polls, the anti-BJP 
forces in the state were rallying around 
Mulayam Singh Yadav. Now this privilege 
has passed onto Kanshiram. Though the 
Samajwadi Party(SP) too improved its vote 
tally, it was not as spectacular as the BSP's 
performance. Kanshiram, by striking a deal 
with the Congress, could not have asked for 
a better bargain. Besides contesting two- 
thirds of the assembly seats, Kanshiram has 
also secured the assurance that Mayawati 
will be made the chief minister if the alliance 
forms the government in the state. None of 
these demands could have been agreed upon 
by theBJPortheSP. Naturally, the Congress 
which was once ‘No 1 Manuwadi party' in 
the eyes of the BSP, has now become 'the 
least Manuwadi party'. Moreover, the 
Congress has been reduced to such a desperate 
position, that it had to swallow its ire at the 
abusive language hurled by the BSP at 
Gandhi, Nehru and G B Pant. 

But such somersaults are evident in 
Mulayam Singh's camp also. As part of the 
United Front, Mulayam Singh is closeted 
with N D Tiwan whom the former had once 
branded as 'anti-national*. Further, Mulayam 
Singh, who on the eve of the Lok Sabha polls 
had asked the anti-BJP forces to either opt 
for him or the BSP, was quoted recently as 
saying, "BSP is thousand times better than 
communal BJP". The Left, too, which had 
plumped for Mulayam Singh for the Lok 
Sabhaelections, started talking about a 'grand 
alliance' including the BSP. Yet, wooing the 
BSP was of no avail, given the bitterness 
between Mayawati and Mulayam Singh. 

This raises the crucial question whether 
the BSP-Congress alliance will succeed in 
keeping the BJP at bay. Though the social 
bases of the BSP and the Congress are 
different - for the former amongst dalits and 
for the latter mostly confined to the upper 
castes-the alliance's strength cannot be 
gauged by adding theirrespecti ve percentage 
votes. The fact that the Congress came fourth 
in most of the constituencies means that it 
can hardly add any muscle to BSP’s strength. 
In fact, it is the split in SP-BSPthat makes UP 
safe for the BJP. Had SP, BSP lought together 
in the Lok Sabha polls, it is estimated that at 
least in 30 constituencies they would have 
surpassed the BJP. Further, the BJP 
recognising the growing strength of the BSP 
amongst the 26 per cent most backward 
castes(MBCs) of the state, has planned a 
rally of these castes in September. Not long 
ago.theBJPhadaccuscdtheBSPof spreading 
castiest politics by organising rallies of 
separate castes. Now, by taking a leaf out of 
BSP’s book, the BJP too, in a way, has 
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admitted that the threat of BSP is quite 
palpable. 

JANATA DAL 

Hegde’s Politics 

A correspondent writes: 

WITH the sudden expulsion of Ramakrishna 
Hegde from the Janata Dal(JD), the proxy 
war between him and the prime minister H D 
Deve Gowda has come to an end, and a phase 
of open warfare has begun. The rivalry 
between these two political stalwarts from 
Karnataka has a long history. It has often 
happened that the groundwork for electoral 
success has been done by Deve Gowda while 
the credit for success has gone to Hegde. It 
happened in 1983 when the Janata Party 
defeated the Congress in the Karnataka 
assembly polls and the name of Deve Gowda 
was being discussed for chief ministership. 
In flew Hegde from Delhi and became chief 
minister. It happened in the 1994 assembly 
elections, when Deve Gowda became chief 
minister only after conceding the deputy 
chief ministership to J H Patel who belongs 
to the Hegde lobby. Even in the civic, 
panchayat and Lok Sabha polls in all of 
which the JD put up a remarkable per¬ 
formance, most of the campaigning was done 
by Deve Gowda. 

Hegde always aspired for a prominent role 
in national politics. He looked upon 
Karnataka as a launching pad. Ironically, 
now Hegde is struggling to maintain his base 
in Karnataka while Gowda who never dreamt 
of crossing the borders of Karnataka has 
assumed the highest post in national politics. 
In recent interviews to the press, Hegde has 
attempted to garner sympathy by projecting 
his generosity towards Gowda and the latter’s 
ireachcrousness towards him. But the seeds 
of discord between the two were sown when, 
in 1984 under his chief ministership, Hegde 
ordered a probe into the allotment of housing 
sites at M y sore to relatives of Gowda. Gowda, 
who then was second-in-command in the 
party hierarchy and was minister of public 
works and irrigation in the cabinet, interpreted 
the move as an attempt by Hegde to curb his 
growth. Moreover, Hegde’s notorious habit 
of issuing statements calculated to stir up 
hornets’ nests on the eve of party conclaves 
has always caused embarrassment to the 
party. In 1995, during a party meeting at 
Bangalore, he had expressed himself in favour 
of a national government with the Congress 
at the helm. On that account, he should have 
been all the more happy when the Congress 
decided to extend outside support to the 
United Front government. Yet by dubbing 
the UF’s move to seek Congress support as 
’opportunistic’, he made plain his unhappi¬ 
ness at Gowda becoming prime minister. 


It is difficult for Hegde to make his way to 
the centre stage of Karnataka politics just 
now. He cannot stoke the regional pride of 
Kannadigas against a man who hails from 
their state and occupies the post of prime 
minister. Further, there are still three and a 
half years to go for the state assembly 
elections. Hence, mere projection of the 
victim image is not going to benefit Hegde. 
This was clear when not a single MLA 
attended the convention held by his 
supporters in Bangalore and Hegde, instead 
of launching a party, had to be content with 
announcing the formation of a ’Forum for 
Navnirman’. Hegde will have to wait for 
instability to erupt at the centre to have his 
revenge. In that case.once again,the Janata 
Dal will be the First casuality and the Congress 
and the BJP will stand to gain. 

BANGLADESH 

Civil-Military Tensions 

THE excitement over the victory of the 
Awami League in the recent elections in 
Bangladesh seems to have eclipsed the major 
issue of civil-military relations in that country 
- an issue which had erupted on the eve of the 
elections and which may still haunt the new 
government there. 

The army, which has ruled Bangladesh 
most of the time since its emergence as an 
independent nation state in 1971, continues 
to loom large over its politics even under a 
non-military regime. The dramatic develop¬ 
ments in Dhaka and its neighbourhood on 
May 20, sparked off by a decision taken by 
the president (presiding over a caretaker 
government), revived memories of the bloody 
coups to which Bangladesh had been 
accustomed. It all started with president 
Abdul Rahman Biswas’s order to the army 
chief, Lt Gen ASM Nasim, to forcibly retire 
two senior army officers. The latter, refusing 
to obey the order, instead put a file before the 
president asking him to transfer four army 
officers from their posts - a request which 
the president rejected. The conflict between 
the president and the army chief was clearly 
of a political nature, as evident from later 
revelations. The president was a member of 
the erstwhile ruling party, Khaleda Zia's 
Bangladesh National Party (BNP), and 
continues to maintain links with the party. 
Army chief Nasim, on the other hand, seems 
to enjoy the support of the Awami League 
leader Sheikh Hasina (daughter of Mujibur 
Rahman) as was evident from Hasina’s 
outbursts against the president’s decision, 
after Nasim’s refusal to carry out his orders, 
to retire him and put him under house arrest 
on May 20. 

The presidential decision was prompted, 
according to Bangladesh military intelligence 
sources, by reports of a possible coup by 


Narimtobe staged on tte eve of^ 

News and interviews from Bangladesh 
suggest that there could have been plans by 
Nasim to storm the presidential palace in 
Dhaka and stage a coup. A BBC interview 
with Nasim, a few hours before he was 
arrested, is being quoted in Bangladesh 
newspapers to substantiate the allegation 
against him. Political observers in Bangladesh 
suspect that the Nasim-led military group 
(with support from the Awami League) aimed 
at toppling the caretaker government which, 
headed by a BNP loyalist president, was 
suspected of planning to rig the forthcoming 
polls in favour of that party. 

Following military intelligence reports 
about movements of Nasim-led troops 
towards Dhaka, the president ordered the 
house arrest of Nasim and six other senior 
army officers in the cantonment and that was 
enough to quell the potential coup. The 
Ninth Division, owing allegiance to the 
president, moved towards the outskirts of 
Dhaka to resist Nasim’s followers, who 
retreated without putting up a fight. As one 
Dhaka journal commented, “The people had 
experienced many times the sacking of ele¬ 
cted governments by the army chief, but this 
time the experience was quite the reverse”. 

As things turned out, the Awami League 
won the elections - without any army 
intervention. Soon after the victory of the 
Awami League, and even before it was called 
upon to form a government, Nasim and the 
six other senior army officers were released 
from house arrest. The report of a military 
court of inquiry set up soon after their arrest, 
which was scheduled to be published on 
June 5, has been held back - and may not see 
the light of day, now that the ex-army chief 
seems to have been rehabilitated. 

The fast moving changes within the army 
in the course of a single month indicate 
fissures in the Bangladesh army on the lines 
of political alignments. A number of retired 
senior army officers have already joined the 
Awami League, which is believed to have 
followers among sections of the present top 
brass in the army who fought in the liberation 
war of 1971. The Awami League has openly 
come out in support of Nasim who was one 
of the liberation fighters. Other officers and 
ranks seem to be aligned to Khaleda Zia, who 
continues to ride on the wave of sympathy 
created in the cantoninent following the 
assassination of her husband, Ziaur Rahman, 
the then president and commander of the 
armed forces. 

Given the divisions within the army, the 
new government may face a tough job if it 
seeks to bring about any major change in 
civil-military relations. President Biswas 
retains the defence portfolio and his party, 
the BNP, and its followers in the army may 
not allow the Awami League government to 
have its way in relation to the armed forces. 
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COMPANIES _ 

MODI XEROX 

Widening Product Range 

INCORPORATED in 1983 by the BK Modi 
group in technical and financial collaboration 
with Rank Xerox UK, Modi Xerox has grown 
from a single-product to a multi-dimensional, 
multi-product company. Initially imported 
and sold under its brand name, the Modi 
Xerox copier began to be manufactured by 
the company at its Rampur plant. The initial 
high import content was subsequently 
reduced. 

Modi Xerox has changed its accounting 
year to December end from September end. 
For die year ended December 1995, the 
results on an annualised basis present the 
following picture. Sales turnover moved up 
from Rs 240 crore to R& 432 crore. Other 
income was down by 59 per cent. Interest 
costs were up by 11 per cent. Provision for 
depreciation and tax moved up by 2 per cent 
and 21 per cent, respectively. The company 
closed with a net profit of Rs 21 crore, up 
from Rs 15 crore in the previous year, a rise 
of 11 per cent. A 25 per cent annualised 
dividend has been declared by the company. 

Modi Xerox introduced digital colour 
copying and printing m reprographics. In 
facsimile machines it launched the cost 
effective and convenient plain paper 
technology and in printers it brought in 
inkjet technology that offers laser-like quality 
at highly affordable prices. The company 
has five divisions - the office document 
products for reprographic (xerox), desk top 
document systems (fax machines), printing 
systems (printers), office supply systems 
(materials like copier paper, fax rolls, etc) 
and Xerox business solutions (offering 
document facilities to companies). The 
working of each division has been focused 
on as a separate profit centre. The company 
hopes to improve operational efficiencies 
and revive sagging margins. The company 
has launched a Xerox Majestic series colour 
copier and printer. To capture the higher end 
of the reprographic market the company has 
launched a series of new products. 

EVEREADY INDUSTRIES INDIA 

New Joint Ventures 

Formerly Union Carbide India, Eveready 
Industries India is a market leader in the 
Indian dry cell industry with a 46 per cent 
share in batteries. Apart from batteries it 
manufactures flashlights, carbon, metals and 
electrolytic manganese dioxide. Eveready is 
the only Indian company to have begun 
indigenously manufacturing and marketing 
the range of miniature batteries. 

Eveready Industries closed the financial 
year ended March 1995 with a sales turnover 
of Rs 303 crore, up by 9 per cent from Rs 
278 crore recorded in the previous year. 
Other income moved up by 21 per cent 


taking total income to Rs 313 crore, up by 
13 per cent from Rs 276 crore in the previous 
year. Interest costs moved up by 47 per cent. 
Provision for depreciation and tax rose by 
18per cent and 10 per cent, respectively and 
the company closed with a net profit of Rs 
25 crore, a rise of 63 per cent from Rs 15 
crore recorded in the previous year. 

The company is planning to expand its 
capacity for batteries from 943 million pieces 
to 1,349 million pieces by 1998. The cost 
of expansion has been estimated at Rs 190 
million, spread over five years. Another plan 
on the anvil is the setting up of a plastic 
processing unit to manufacture battery 
operated plastic appliances like mosquito 
repellents, gas lighters, toothbrushes and 
other office equipment The initial cost of 
the project is estimated at Rs 20 crore. 

Eveready Industries has entered into a 
50:50joint venture with a major international 
player, G P Industries, to manufacture 
rechargeable nickel cadmium and nickel 
metal hydride battenes. The company is 
negotiating with a number of overseas firms, 
including Renata of Switzerland, to 
manufacture button cells for watches. 

The company has entered into a joint 
venture with Ralston Purina Overseas Battery 
Company, USA, in June 1995 to float a 
company named Energizer India in which 
Eveready is to have a 49 per cent stake with 
the balance 51 per cent to be held by the 
US partner. The joint venture will be setting 
up a plant with a capacity to manufacture 
60 million pieces of alkaline and lithium dry 
cell battenes with an investment of Rs 50 
crore. The technical know-how for the project 
will be provided by Eveready Batteries Inc, 
USA, which is an associate of Ralston Purina. 
The royalty to be paid to EBC for technical 
know-how would be 5 per cent net of taxes 
subject to a maximum of $ 650,000 per 
annum. 

For the first half of the current financial 
year the company registered a sales turnover 
of Rs 191 crore, up from Rs 167 crore in 
the previous corresponding period. Gross 
profit rose from Rs 17 crore to Rs 36 crore. 
Net profit grew by 173 per cent to Rs 21 
crore. 

BOEHR1NGER MANNHEIM INDIA 

New Technology 

Boehringer Mannheim India manufactures 
bulk pharmaceutical chemicals like 
chloramphenicol, chloramphenicol mono- 
stearoyi glycolate andephedrine, bulk drugs 
and drug intermediates and pharmaceutical 
preparations. Boehnnger Mannheim has 
changed its accounting year from March to 
December. It has posted an improved 
performance for the nine-month period ended 
December 1995. Turnover at Rs 66 crore 
was up from Rs 62 crore, which on an 
annualised basis works out to an 
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improvement of 44 per cent. Other income 
doubled to Rs 4 crore. Despite an interest 
burden which surged up by 50 per cent, 
Boehnnger managed to record a positive 
bottomhne with a net profit of Rs 97 lakh, 
making a neat turnaround from a loss of Rs 
10 crore m the previous year. Provision for 
depreciation and tax rose by 62 per cent and 
27 percent, respectively. The company plans 
to sell its chemicals business and repay its 
loans with the sales proceeds. 

The therapeutics division improved its 
performance by 33 percent over the previous 
year. Dunng the year the company introduced 
two new products, Acichek (Omeprazole) 
and Loflox (Lomefloxacin). The lab 
diagnostics business recorded a substantial 
growth over the previous year. The reagents 
business grew by 63 per cent and the 
instrument business by 53 per cent. The 
overall growth of the division was 56 per 
cent. The company added the automated 
clinical chemistry analyser and photometer 
to its range of products dunng the penod 
under review. 

The company introduced for the first time 
in India the latest non-wipe technology to 
measure blood glucose. It also introduced 
theTrop-TRA which helps in early detection 
of myocardial damage without the use of any 
laboratory equipment or technicians. The 
company plans to utilise the excess capacity 
at its plant at Mahad to undertake 
manufacturing for Sandoz and other 
companies. 

Another milestone was the company's 
entry into the orthopaedics market with the 
launch of DePuy India. The company also 
introduced the moss mtami spinal system 
and total knee system. 

UNIT TRUST OF INDIA 

Market Leader 

Set up in 1964 through an Act of Parliament, 
Unit Trust Of India (UTI) today has a 
portfolio of Rs 570 billion, an array of 66 
saving schemes and an investor base of 48 
million unit-holding accounts. Involved in 
project financing and underwriting, it has 
also set up associate institutions like the UTI 
Bank, the first private sector bank to be set 
up, UTI Securities Exchange, the first 
institutionally sponsored Registrar and 
Transfer Agency, UTI Institute of Capital 
Markets and the UTI Investment Advisory 
Services, the first Indian Investment Advisor 
registered with SEC (USA). 

In 1995-96 UTI mobilised Rs 6,500 crore 
from approximately 35 lakh investors for its 
diverse range of schemes. Rs 350crore came 
from 5 lakh investors in schemes under the 
children's segment. A special plan for the 
handicapped was launched dunng the year 
for the benefit of the handicapped. 

UTI's market share of mobilisation in the 
mutual fund market has gone up significantly 
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The Week's Companies 

. (Rslakh) 


Financial Indicators 

Modi Xerox 

Eveready 

Industries 

Boehrlnger 


Dec 

199S 

Sept 

1994 

March 

1995 

March 

1994 

Dec 

1995 

March 

1995 

Infnmc/appToprUUon. 

1 Net ules 

43186 

24763 

30332 

27794 

6598 

6169 

2 Value of production 

44281 

25658 

30806 

27233 

6714 

6233 

3 Other Income 

44558 

26203 

31254 

27604 

7142 

6446 

4 Total income 

277 

545 

448 

371 

428 

213 

5 Raw materials/Stores and 
spares consumed 

26001 

14394 

14305 

12479 

4132 

4301 

6 Other manufacturing expenses 

259 

205 

3409 

2871 

104 

130 

7 Remuneration to employees 

3529 

1996 

4477 

4577 

1139 

1344 

8 Other expenses 

10214 

6369 

4082 

3597 

1088 

1155 

9 Operating profit 

4555 

3239 

4981 

4080 

679 

-484 

10 Interest 

1304 

936 

188 

128 

498 

442 

11 Gross profit 

3354 

2412 

4817 

3620 

183 

-924 

12 Depreciation 

626 

490 

490 

417 

86 

101 

13 Profit before tax 

2728 

1922 

4327 

3203 

97 

-1025 

14 Tax provision 

660 

436 

1875 

1700 

0 

0 

15 Profit after tax 

2068 

I486 

2452 

1503 

97 

-1025 

16 Dividends 

608 

832 

652 

815 

0 

0 

17 Retained profit 

1460 

654 

1800 

688 

97 

-1025 

LiablUties/assets 

18 Paid-up capital 

1947 

1947 

3258 

3258 

355 

355 

19 Reserves and surplus 

4361 

2901 

25881 

5123 

1524 

1433 

20 Long term loans 

1572 

1328 

2787 

222 

2959 

1768 

21 Short term loans 

5787 

3139 

2371 

856 

799 

1172 

22 Of which bank borrowings 

5753 

676 

2288 

680 

730 

1085 

23 Gross fixed assets 

9166 

7819 

39733 

7746 

3532 

3527 

24 Accumulated depreciation 

4305 

3729 

16290 

4335 

844 

762 

25 Inventories 

7230 

5323 

3597 

3391 

1346 

1198 

26 Total assets/liabilities 

22178 

15728 

35915 

16007 

8089 

7235 

Miscellaneous items 

27 Excise duty 

2919 

1989 

6235 

5634 

794 

699 

28 Gross value added 

9421 

6362 

9335 

7808 

1854 

895 

29 Total foreign exchange income 

1240 

866 

571 

709 

209 

1169 

30 Total foreign exchange outgo 

9385 

4158 

394 

244 

1117 

233 

Key financial and performance ratios 
31 Turnover ratio 

(sales to total assets) (%) 

! 

194.7 

157.4 

.77.7 

173.6 

81.6 

85.2 

32 Sales to total net assets (%) 

316.0 

265.8 

88 4 

293.8 

117.0 

130.5 

33 Gross value added to 
gross fixed assets (%) 

102.8 

81 4 

23.5 

100.8 

52.5 

25.4 

34 Return on investment 

(gross profit to total assets) (%) 

15.1 

15.3 

12.3 

22.6 

2.3 

-12.8 

35 Gross profit to sales 
(gross margin) (%) 

7.8 

97 

15.9 

13.0 

2.8 

-15.0 

36 Operating profit to sales (%) 

10.5 

13.1 

16.4 

14.7 

10.3 

-7.8 

37 Profit before tax to sales (%) 

6.3 

7.8 

14.3 

11.5 

1.5 

-166 

38 Tax provision to 
profit before tax (%) 

24.2 

22.7 

43.3 

53.1 

0.0 

0.0 

39 Profit after tax to net worth 
(return on equity) (%) 

32.8 

30.7 

8.4 

17.9 

5.2 

-57.3 

40 Dividend (%) 

31.25 

25.00 

20.00 

25.00 

0.00 

0.00 

41 Earning per share (Rs) 

10 62 

7.63 

7.53 

4.61 

2 73 

-28.87 

42 Book value per share (Rs) 

32.4 

24 9 

89.4 

25.7 

52.9 

50.4 

43 P/E ratio (based on latest and 
corresponding last year's price) 

13.7 

24.9 

19.9 

216.8 

85.8 

-3.6 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

24.9 

27.4 

9.6 

2.6 

157.5 

98.9 

45 Short term bank borrowings 
to inventories (%) 

79.6 

12.7 

63.6 

20.1 

54.2 

90.6 

46 Sundry creditors to 
sundry debtors (%) 

60.8 

74.0 

170.2 

286.7 

109.2 

186.5 

47 Total remuneration to employees 
to gross value added (%) 

37.5 

31.4 

48.0 

58.6 

61.4 

150.2 

48 Total remuneration to employees 
to value of production (%) 

8.0 

7.8 

14.5 

16.8 

17.0 

21.6 

49 Gross fixed assets formation (%) 

17.2 

- 

412.9 

- 

0.1 

- 

50 Growth in inventories (%) 

35 83 

- 

8 07 

- 

12.35 

- 


from 87 per cent in 1994-95 to 92 percent 
in 1995-96. Roughly 65 per cent of the 
annual sales came from the existing open- 
ended schemes and 35 per cent came from 
the close-ended schemes. 

The United Scheme (US) 64, the flagship 
schemeof UT1, has a unit-holding population 
of over 2 crore accounts. The returns for 
1995-96 for US 64 consist of a dividend of 
20 per cent together with bonus units in the 
ratio of 1:10. For the US 64 scheme UT1 
has done away with the requirement of a 
minimum of 100 units and replaced it with 
a minimum contribution of R$ 2,000. 

The US 64 scheme recorded the maximum 
sales from individual investors in the 32 year 
history of the scheme by collecting over Rs 
2,250 crore in sale value, contributing 44 
per cent to total mobilisation with the share 
of individual investors moving to 53 per 
cent. 

UT1 is planning to mobilise around 
Rs 10,000 crore in 1996-97 through its 
existing schemes and the launch of new 
schemes. To further strengthen the distri¬ 
bution network, opening of additional branch 
offices and franchise offices is cn the anvil. 

DENA BANK 

Technology Upgradation 

For the year ended March 1996, Dena Bank 
has posted a net profit of Rs 52 crore, a rise 
of 72 per cent from Rs 30 crore in the 
previous year. Operating profit rose from Rs 
90 crore to Rs 146 crore. Deposits and 
advances crossed the Rs 10,000 crore mark 
and increased by 14 per cent and 17 per cent, 
respectively. Priority sector advances 
increased by Rs 223 crore lo reach Rs 1,391 
crore. The share of priority sector advances 
in the net advances improved from 38 per 
cent in March 1995 to 38.4 percent m March 
1996. Reserves moved up to Rs 78 crore 
from Rs 28 crore. Capital adequacy ratio 
moved to 8.27 per cent from 7.4 per cent 
in the previous year. Export credit at Rs 500 
crore was up by 31 per cent and the share 
of export credit to bank's net credit stood 
at 13 per cent. Foreign exchange business 
turnover increased by 41 per cent from 
Rs 2,318 crore during 1994-95 to Rs 3,276 
crore in March 1996. 

Dena Bank started its first automated teller 
machine (ATM) centre in Mumbai during 
the year. More than 40 per cent of its 
metropolitan and urban branches were 
computerised by the end of the financial 
year. Dena Bank plans to make a public issue 
in the current year. Getting into leasing and 
hire purchase business is on the anvil, as is 
the computerisation of 100 more branches 
and setting up of 10 more ATMs. Funds to 
thetuneofRs 100 crore have been earmarked 
to be spent over a period of three to four 
years on technology, upgradation and 
knowledge enhancement of employees. The 
setting up of an Institute of Technology at 
Kandivli, Mumbai, has been planned with 
this in mind. 
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CURRENT STATISTICS 


EPW Research Foundation 


The cost of living indices continue to show 8-10 per cent over the year increases Reflecting sizeable increases m liquidity following CRR 
reductions, M, and deposit money growth has accelerated this year Despite substantial FI1 inflows since March, foreign exchange reserves have 
shown a small decline Statewise dati^tnee the beginning of the 1980s suggest that only a few states - Purjab Haryana, Uttar Pradesh, Rajasthan 
and West Bengal - have experienced a rise m their share in the country's foodgrains output All the southern states and Maharashtra, Gujarat and 
Madhya Pradesh are the major states to experience either a decline or stagnation of their share 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices <1981-82= LOO) 


All Commodities 
Primary Articles 
Food Articles 
Non Food Articles 
Fuel Power Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(Apnl 1 June 8 1996) 


Cost of Living Indices 


Weights 


Variation (Per Cent) Point to Point 
Over 12 Months Fiscal Year So Far 1995 % 1994 95 1995 94 1992-93 
Latest Previous 1996 97 1995 96 


47 

92 

23 

1 9 

49 

104 

10 8 

70 

74 

84 

44 

14 

57 

127 

11 5 

30 

89 

73 

54 

4 4 

97 

119 

44 

54 
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27 
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-O 1 

24 

13 1 
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33 
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09 

26 

54 
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99 

79 

1 6 

33 

28 

i 1 

03 

8 1 

123 

68 

65 

60 

46 

32 

66 

10 6 

70 

58 

66 

104 

47 

59 

77 

109 

83 

101 


Latest_ 

Month Over 
Month 


_ Variation (Per Cent) Point to-Point _ 

Over 12 Months Fiscal Year So Far 1995 96 1994 95 1993-94 1992 93 
Latest Previous 1996-97 1995 96 


Industrial Workers (1982=100) 324 0 4 1 6 9 8 9 7 

Urban Non Man Emp (1984 85=100)* 2610* 04 9 7 9 1 

Agn Lab (July 60 to June 61=100) @ 1413 6 4 1 3 8 2 12 1 

@ Denved based on linking factor between old and new senes (1986-87=100) 


324 0* 

1 6 

98 

97 

1 6 

07 

89 

97 

99 

6 1 

261 O’ 

04 

97 

9 / 

70 

72 

- 

99 

83 

68 

1413 6" 

I 3 

82 

12 1 

87 

11 1 

74 

106 

116 

07 


* For 1995 96 


May 24 
1996 


Money and Banking (Rs crore)* 19* 


Money Supply (M,) 6183 

Currency with Public 1284 

Deposits with Bonks 4843 

Net Bank Credit to Govt 2698 

Bank Credit to Comml Sector 3397 

Net Foreign Exchange Assets 758 

Reserve Money (May 31 1996) 1929 

Net RBI Credit to Centre 1307 

Ad hoc Treasury Bills 435 

Scheduled Commercial Banks (June 7 1996) 


Over Month 


Fiscal Year So Far 

1996 97 1995-96 1995 96 1994 95 


618329 5935(1 0) 

128458 6981 (2 4) 

484396 2947(06) 

269850 1168(0 4) 

339771 -191 (-01) 

75881 -570 (-0 7) 

192990 -2/46 (-14) 


-2254 (-1 7) 
-855 


Deposits 

Advances 

Non-Food Advances 
Investments 


436238 1716(0 4) 

249735 -3450 (-1 4) 
237796 -4037 (-1 7) 
167450 1557(0 9) 


17831 (3 0) 
10205 (8 6) 
5587(1 2) 
7182 (2 7) 
1132 (0 3) 
471 (0 6) 
-1345 (-0 7) 
12015(101) 
14105 

3893(0 9) 
-2365 (-09) 
-4513 ( 19) 
3309 (2 0) 


3538(07) 
9643 (9 6) 
-9214 (-2 2) 
10837(4 9) 
973 (0 3) 
-1246 (-1 6) 
12255 (7 2) 
13580(13 7) 
12170 


69696(13 I) 
17464(17 3) 
52176(12 2) 
40252(18 1) 
48984(16 9) 
-514 (4)7) 
25056 (14 8) 
19855 (20 1) 
5965 


78617(17 4) 
18806(22 9) 
58956(16 0) 
16325 (7 9) 
44991 (18 4) 
23298 (44 3) 
30608 (22 1) 
2130(2 2) 
1750 


1993 94 


73307(19 3) 
14170 (209) 
57925 (18 7) 
28855 (16 3) 
17161(7 5) 
27674(1109) 
27892 (25 2) 
260(0 3) 
6300 


Investments 167450 1557(0 9) 3309(2 0) 

* Based on March 31 figures after closure of government accounts, except for 
March 29 1996 


Index Numbers of Industrial Weights January Fiscal Year So Far _ 

Production (1980 81=100) 1996 1995 96 1994 95 I9< 


-12411 (-3 2) 45486(11 8) 53630(16 1) 52144(18 6) 

-3877 (-1 8) 40540 (19 2) 40638 (23 8) 11566 (7 3) 

-7098 (-3 6) 43024 (21 6) 37797 (23 4) 8875 (5 8) 

2327(1 6) 14887(100) 14172(105) 28641 (26 9) 

1995 96 (full year) and 1996 97 where the banking data relate to 


_Ayj 

1993 94 


rag s f ar. BmF wtf L Y i 

1992 93 1991 92 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


100 0 309 5 276 9(122) 246 9(93) 2529(90) 231 1(56) 2189(23) 2139(06) 2126(82) 196 4(86) 

11 5 291 6 254 2(7 1) 237 3(7 3) 247 8(7 1) 231 2(3 4) 223 7(0 6) 222 5(4 5) 221 2(6 3) 211 6(7 9) 

77 1 305 1 271 2(136) 238 8(9 7) 244 6(94) 222 3(5 5) 210 7(2 2)206 2(-0 8) 207 8(89) 1907(86) 

11 4 357 1 338 1(87) 311 0(84) 3146(85) 290 0(74) 269 9(50) 257 0(85) 236 8(7 8)219 7(10 9) 


June 21, Month 


f Fiscal Ye 


Capital Market 


BSE Sensitive Index (1978 79=100) 
National Index (1983 84=100) 

BSE 200(1989 90=100) 


Foreign Trade March _ 

1996 1995 96 


Exports Rs crore 12324 106465(29 3) 

US $mn 3496 31831 (214) 

Imports Rs crore 13159 121647(37 1) 

USSmn 3413 36370(28 7) 

Non-POL US $mn 2631 29214(296) 

Balance of Trade Rs crore -835 -15182 

US $ mn 82 -4539 


1996 

Ago 

Ago 

Trough 

Peak Trough 

Peak 

1995 96 

1994 95 

1993 94 

3925(16 2) 

3710 3377(-21 9) 

3367 

4049 

2826 

3584 

3367(3 3) 

326U-13 7) 

3779(65 7) 

1791(12 5) 

1687 

I493(-21 9) 

1549 

1829 

1304 

1691 

!549( 3 5) 

1606(-12 2) 

1830(79 2) 

398(106) 

381 

36CX-29 2) 

345 

412 

289 

385 

345 (-6 3) 

368(-18 2) 

450(92 3) 

1157 

1085 

_ 

1107 

1196 

_ 

_ 

- 


- 

1) 82(0 1) 

85 

82(—24 I) 

79 

90 

61 

91 

79(1 3) 

78 

- 


1994-95 


82338(18 4) 
26223 (18 3) 
88705 (21 8) 
28251 (21 7) 
22538 (284) 
-6367 


Cumulative for Fiscal Year So Far 
1993 94 1992 93 


1991 92 


1990 91 


1989 90 


69547(30 4) 
22173 (204) 
72806(15 7) 
23212(6 8) 
17456(106) 
-3259 
-1039 


53688(21 9) 44042 (35 3) 
18537(3 8) 17866 (-1 5) 

63375(32 4) 47851 (10 8) 
21882(12 7) 19411 (-19 4) 
15782(12 3) 14047 (-22 2) 


32553(17 6) 27681 (36 8) 
18143(9 1) 16626(19 0) 
43193(220) 35416(25 4) 
24073(13 2) 21272(9 1) 


18045 (3 1) 
-10640 
-5930 


17504(6 2) 
-7735 
-4646 


Foreign Exchange Reserves 
(excluding gold) 


Rs crore 
USSmn 


June 14 
1996 


June 16, Mar 31 
1995 199C 


_ Variation Over _ 

Fiscal Year So far 1995-96 
1096-97 1995 96 


1994 95 1993-94 1992 93 


59972 62095 60163 
17078 19815 17120 


879 -2123 -191 -3933 -5977 18402 27430 5385 

-24 -2737 -42 -1001 -3688 5640 8724 731 
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Agricultural Statistics: State wise 
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RANDOM REFLECTIONS 


Dil emmas of the Reserve Bank of India 

Aron Ghosh 


The fact that a selected number of large Indian firms are allowed to 
raise working capital abroad through GDRs indicates a policy which is 
not only in grave error in regard to domestic interest rates , but also 
highly discriminatory and one which rebounds adversely on the Reserve 
Bank's capacity to order a sensible monetary policy . 


CENTRAL banking history is no more than 
about a 120 years old. At the time the Bank 
of England was set up, as far back as 1694, 
there was no concept of a 'central bank 1 and 
the responsibilities thereof. That history 
dates back to the 1870s; and if one were to 
be a stickler for dates, one could pinpoint 
1873 as the year when WalterBagehot started 
the Lombard Street , a journal devoted to 
economic and financial issues wherein 
Bagehot outlined inter alia the principal 
responsibilities of the Bank of England. 1873 
also happened to be the year when the 'gold 
standard* was formally established in Britain. 

Walter Bagehot wrote insistently (and 
effectively) that a central bank should 
function in the interest of the stability of the 
financial system as a whole. In Bagehot* s 
view, a 'central bank* - and he saw the Bank 
of England performing that function - should 
r not be concerned with profit maximisation 
in its operations, but act in a manner calcula¬ 
ted to prevent 'contagious panic* and 
maintain ‘systemic stability’ in the financial 
system of the country. 

Over the years, another responsibility of 
a central bank was specified by Bagehot. 
That was the 'maintenance of the external 
and internal value of the currency*. The idea 
was essentially an extension of the principle 
of financial stability. How was the central 
bank to maintain the internal and external 
value of the currency, when commerical 
banks were not indebted to the Bank of 
England? And with the 'gold standard* in 
operation? The mechanism suggested by 
Bagehot was the management of the interest 
rate, which would in turn regulate invest- 
4 ments and capital flows. 

But, how could a central bank 'manage* 
interest rates? The mechanism was to be 
through a 'Bank Rate* at which the central 
bank would be prepared to discount bills of 
exchange. Those days there were no stipula¬ 
tions as to statutory cash and other reserves 
to be maintained by commercial banks. 
Hence, the solution devised by Bagehot; the 
Bills discounting rate would regulate the 
market rate of interest. 


Prior to Bagehot’s days, the Bank of 
England had been a banker to the govern¬ 
ment; post-Bagehot, it came to be a 'banker* s 
bank* through the Bills discounting facility. 

It is interesting to observe the history of 
central banking in the present century. During 
the two world wars, the central bank was 
used by governments for raising resources 
for the war effort. But then, the first world 
war effectively disrupted the effort at the 
'maintenance of the internal and external 
valueof the currency*. The painful economic 
warfare between nations put paid to many 
of Bagehot’s iddas. There was a sharp 
downturn in economic activity. This was 
particularly marked during the Great Depres¬ 
sion (1929-33), which m fact brought out 
Keynes’ concept of 'demand management* 
by the state, propounded in his General 
Theory . 

After the second world war, Keynesian 
concepts not only found expression in the 
constitution of the Bretton Woods twins, the 
IMF and the World Bank (then designated 
the International Bank for Reconstruction 
and Development), the idea of demand 
management by the state gained ascendancy. 
William Beverdge’s concept of 'full em¬ 
ployment in a free society* became the res¬ 
ponsibility not only of the Treasury (through 
fiscal policy) but also of the central bank 
(through monetary policy changes). The 
objectives of central banking were extended 
to cover the promotion of employment and 
income growth. Central banks became not 
only a major instrument for promoting the 
objectives of state policy, one could discern 
a significant loss of autonomy of the central 
bank to the Treasury. 

The post-second world war financial 
developments are highly interesting, but 
beyond the scope of this essay. Yet, one 
aspect has to be emphasised, the increasing 
helplessness of central banks to take really 
effective steps even for the limited objective 
of the 'maintenance of the internal and 
external value of currency*, let alone the 
promotion of employment and income 
growth. The Bretton Woods agreement m 


regard to the IMF overseeing the external 
par value of the currencies of member 
countries lasted only as long as the US 
maintained the convertibility of the US dollar 
to gold.The breakdown of the Bretton Woods 
system over 1971-73, and the emergence of 
the system of 'floating currencies* brought 
an additional responsibility to central banks 

- to manage exchange rates within limits - 
and reduced their freedom in regard to 
domestic monetary policies. 

The emergence of increasing volumes of 
petrodollars since 1974, and of late the 
proliferation of international finance capital, 
has so vastly altered the scenario that 
traditional concepts are now all passe. Even 
independent fisciri policies by governments 
are getting to be difficult to formulate owing 
to the possibility of domestic capital flight 
to evade higher taxes; monetary management 
is obviously so much more problematic. 
Western Europe today has unemployment 
rates varying from 10 to 20 per cent ol the 
workforce, but all European governments - 
and central banks - are more concerned 
about price stability in order to avoid capital 
outflow. Central banks tamper with interest 
rates only with an eye on what other countries 
are doing. 

But, that is only the formal part of the 
story. The theory of 'Rational Expectations’ 

- in great fashion among neoclassical 
economists of late- has been blown sky-high 
by the wild divergences between movements 
in assets prices and goods prices in recent 
years. Look at the gyrations m the Nikkei 
index of equity prices in Tokyo between, 
say, 1988 and 1996 (May). The strength or 
weakness of the Japanese economy, of 
Japanese exports had nothing to do with the 
speculative increases in the Nikkei index, 
their dramatic decline, and their recent 
recovery. Speculators like Nick Leeson, the 
increasing importance of the derivatives 
market, and the irrational - indeed irrespon¬ 
sible - behaviour of those who manage 
other people’s funds, are factors which 
tend to paralyse central bankers across the 
world. 

Let us come to the raison d'etre of this 
essay. In India, there are two basic policy 
issues thai face the monetary authorities 
today. The first problem concerns the Bank 
Rate - indeed, the very structure of interest 
rates - that should be used for regulating all 
lending/borrowtng activities Following the 
Keynesian revolution (vide. General Theory, 
1936) when Keynes demonstrated that 
interest rates were not an equilibrator between 
savings and investment, and could not be 
relied on for bringing about an 'equilibrium* 
between demand and supply in the economy, 
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tiie role of the interest rate receded, giving of the authorities was to keep the interest gone in for lugd^aleexternal commercial 

way to steadily increasing importance of rate structure well about the rate of inflation, borrowing (at high ratesof interest) to finance 

fiscal policy to spur‘autonomous investment* in order to maintain a positive real rate of development and, of late, the "opening up’ ■ 

in the economy. But even before Keynes, interest to encourage savings. (Curiously, of the Indian capital market to the inflow 

in 1935. Chintaman Deshmukh, then negative real interest rates have long been of external finance capital, 
governor of the Reserve Bank of India, had known to occur historically, and could be This very brief history of Indian interest 
ushered in a "cheap money policy'with the so in Japan even today. Yet, Japanese rate structure is not germane to Bagehot; but. 

Bank Rate at 3 per cent per annum, in order domestic savings are around 34 per cent of as of today. Bagehot's dictum * that the 

to stimulate economic activity. The Bank the GDP today.) discount rate should be used by the central 

Rate in India has been systematically raised But monetary policy has, for quite some bank, to regulate the volume of business in 
subsequently. To go back to a brief re- time, become wholly subordinate to fiscal the country, with a view to maintaining the 

capitulation of the history of the Bank Rate policy changes. Overlong years, the Reserve ‘external and internal value of the currency* 

in India, it was 4 per cent in 1960-61, 5 per Bank of India financed the government of - is out of date, 

cent in 1965-66, 5.5 per cent in 1970-71 India’s budgetary deficit at a highly con- More importantly, since interest rates in 
and 6 per cent in 1971-72. It was steeply cessional rate of 4 per cent (that being the India are - have indeed been - much too 

increased to 9 per cent in 1975-76, to 10 rate of interest of Treasury Bills issued by high in relation to interest rates abroad, and 

percent in 1983-84 and to 12 per cent in the GOI to the RBI). The Chakravarty most ‘assets' (both by way of industrial 

1991-92. While the Bank Rate has stayed Committee Report in the 1980s - with the assets and of real estate values) generally 

at 12 per cent since, the monetary authorities present RBI governor Rangarajan calling highly underpriced, there has been a sudden 

have fiddled with the interest rate structure many of the shots - recommended govern- influx of speculative short-term finance 

- through significant changes in the bor- ment borrowing (from the RBI) at market capital from abroad, ever since 1992-93. 

rowing and lending rates of major (nationa- rates of interest, which Is (incidentally) one Indeed, the reliance on the inflow of external 

lised) banks - raising the cost of credit for of the reasons for the sudden spiralling up finance capital to meet continuing current 

productive purposes to levels significantly of the‘debt repayment' liability of the GOI, trade account deficits has led to a large 

higher than the average productivity of in itself a contributory factor to the mounting presence of essentially fluid external capital 

investment, cither on the farm or even for fiscal deficits of the centre. in India today. 

most industrial undertakings. One ostensible It is pointless to go into that debate here; What does the RBI governor do today to 
reason, cited by the authorities, was the but, since the mid-1980s, on the advice of discharge what are supposed to be the 
inflation in the country, and the endeavour the World Bank, the government has also responsibilities of a central bank? In the first 
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INTERPRETING CORRUPTION In the wake of the recent bribery scandals 

Elite Perspectives in India have rocked the ,ndlan P° ht y< 

VINOD PAVARALA corruption as a problem has once again 

occupied centre-stage In our political 
discourse. This pioneering exploration of the contentious yet under-studied phenomenon of 
corruption goes beyond the standard structural-functionalist approach which views corruption 
as a ‘fact’ and as a ‘dysfunction’ that can be observed, measured and analyzed objectively. 
Instead, adopting the social constructivist perspective, Dr Pavarala views corruption as a 
process through which strategic elites in society define the problem and negotiate solutions 
to it. 

264 pages • Ra 325 (doth) • Rs 135 (paper) • 1996 
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This volume brings together a set of influential 
essays which trace the economy of Indian textiles 
from the early colonial period and illuminate this 
important segment of Indian Industrial 
development. The rich diversity of issues explored 
industry through European commerce will make 
this book essential reading for professionals and 
researchers in the areas of economic and colonial 
history, foreign trade, textiles, Industrial studies, 
macroeconomics and development studies. 

344 pages • Rs 425 (doth) • 1996 
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1 place, tiie presence ot substantial external 
capital - whether by way of NR1 deposits 
m external currency, at rates of interest 
significantly higher than abroad, or by way 
of FH capital looking for financial assets on 
the cheap, meanwhile earning a minimum 
interest rate today of aiound 16 per cent, at 
which even institutions like the UTI/1DBI 
are borrowing - creates a major problem in 
fiddling around too much with interest rates 
(That the going lending rate to small 
producers is murderous for the latter is the 
latter’s problem, with which no one seems 
to be concerned) A sudden outflow of 
external capital could create problems worse 
than faced by India in June 1991 Secondly, 
does the RBI, unable to do much about 
maintaining the internal value of the currency, 
give up its other role also, that ot promoting 
economic development through a proper 
ordering of credit supply to the productive 
sectors ot the economy > What in bnet, does 
the RBI governor do today 9 

So we come away from Bagehot to post 
Keynes post Milton Friedman (and his 
likes) There are of course severe limits 
today to what the RBI can do these limits 
being set by what the tinance minister does 
through the annual budgetary exercise Yet 
there arc areas where the RBI governor can 
at least advise the tinance minister on the 
steps necessary to restore some semblance 
of authority (on monetary policy) to the 
central bank The First need is to stem the 
inflow/outflow oi external tinance capital 
That is somehow quite easily achieved a 
reasonably high capital gams tax would 
discourage both turthcr inflow, and the 
outflow of existing external finance capital 
(Some of the wild gyrations in the Bombay 
Sensex would thereby be stemmed and 
perhaps the Sensex may decline but the 
Sensex is not an indicator either of the level 
of industrial investment or overall develop 
ment, and no one other than a speculator 
need worry) 

Simultaneously ont has to woiry about 
the possible outflow ot domestic capital 
through over-invoicing of imports/under 
invoicing of imports (We are not including 
hawala transactions which are related to 
'kickbacks’ from fraudulent deals The 
remedy therein is too well known to be 
indicated here) Domestic capital flight can 
be avoided - indeed long-term external 
capital also attracted on more reasonable 
terms - only through price stability accom¬ 
panied by broad-based development That 
calls for a substantial increase in domestic 
saving and broad-based capital formation 
(Incidentally, the mere use ot centrally 
sponsored schemes, budgeted at more than 
Rs 7,600 crore for 1996-97, for funding 
rural works by the panchayats, can increase 
capital formation by an equivalent amount 


Gross capital formation in India m 1994*95 
was Rs 2,189 billion, and assuming tins to 
have gone up (optimistically) to Rs 2,500 
billion, an increase by Rs 76 billion would 
imply a jump - in overall capital formation 

- by 3 per cent of the GDP without any 
additional outlay 

This essay cannot hope to go into the 
problem of financing accelerated develop¬ 
ment from domestic savings, the above 
example is merely by way of an illustration 
that it is possible to do so, and that we are 
today obsessed with the (wholly wrong) 
notion that only external capital can help us 
out External capital can only help (at the 
margin) if domestic savings are high enough 
to promote development 

But the basic dilemma of the Reserve 
Bank governor today is what should be the 
domestic rate of interest 9 That the lending 
rates for productive purposes arc absurdly 
high, is a well known and well recognised 
fact Indeed the very fact that a selected 
number of large Indian firms are allowed to 
raise working capital abroad through GDRs 

- and both the number of such firms and 
the volume of GDRs raised is increasing - 
indicates a policy which is not only in grave 
error in regard to domestic interest rates, the 
policy is also highly discriminatory, and 
redounds adversely on the RBI's capacity 
to order a sensible monetary policy To give 
but one example, some time back Reliance 
Industries raised a significant amount 
abroad at three-quarters of one per cent 
above the LIBOR effectively fractional!) 
under 7 per cent pei annum This reflects 
creditably on Reliance but domestic com¬ 
petitors of Reliance get their working capital 
at around 18 per cent and this is so manifestly 
discriminatory that the implications do not 
even need to be explained One should note 
in this context that Reliance is not an export 
onented unit. Forget the disc nmmation, since 
the permission to borrow abroad is given by 
the finance ministry this entire procedure 
is a visible case of the complete erosion ot 
the authority of the Reserve Bank of India 
to shape any coherent monetary policy 
Monetary management is eroded not only 
by large fiscal deficits, even the bare elements 
of monetary management are no longer the 
responsibility of the RBI The example also 
helps to illustrate how absurd our domestic 
interest rates are Indeed after the financial 
secior reforms, the small-scale producer gets 
credit at the absurd rate of 22 per cent plus 
However that is not what we are discussing 
at this juncture 

The whole structure of interest rates needs 
to be brought down significantly But that 
option is crucially linked to the need to avoid 
a flight of domestic capital Interestingly 
thelatterdependsessentiallyonfiscal policy, 
not on interest rate policy, it depends on 


whether enough taxes are gameredto prevent 
inflation, whether domestic savings/invest¬ 
ment are high C Rangarajan today is a 
prisoner of P Chidambaram’s policies 

So what are the options available to tiie 
governor of the RBI today 9 

It is difficult to resist a complete digression, 
but even the digression has a purpose The 
UN System of National Accounts recom¬ 
mends the inclusion of the accounts of the 
central bank in the accounts of the banking 
sector As per that classification the profits 
of the RBI would be 'commercial profits’ 
of the banking system Are they when these 
profits anse because of the central govern¬ 
ment s budgetary deficits financed through 
the RB1 9 Even in strict theory, as per Bagehot, 
the central bank should not work for 'profit 
maximisation’ but for the maintenance of 
the stability of the financial system’ Can the 
profits of a central bank be deemed to be 
profits arising from entrepreneurial 
activity 9 This controversy has confounded 
Indian statisticians for quite some time, 
because, not being economists they are 
reluctant to go against the dictates of a UN 
body 

Butthedigression has a purpose Assuming 
that the central bank and the government are 
both part of a policy formulating today, is 
it strictly necessary for an overall budgetary 
deficit funded through monetary expansion 
by the RBI, to be financed through borrowing 
at an absurdly high rate of interest 9 Suppose 
that to the extent the RBI allows monetary 
xpansion the rate of interest on Treasury 
Bills is back to 4 per cent what would be 
the effect on the budget through a saving 
in interest payment 9 Currently, the coupon 
rate of interest on government borrowing is 
around H 5 percent If that source of finance 
(to commercial banks) dries up the RBI 
control over monetary policy would become 
so much the greater Also, the budgetary 
deficit would come down sharply as a result 
of lower interest payment 

Alas that is not to be The market theorist 
would object to government borrowing from 
the RBI at any but the market rate ot interest 
But the rationale of the RBI making profits 
by lending to government at market rates of 
interest delies logic The Chakravarty 
Committee felt that this constraint would 
limit government borrowing from the RBI 
That has not happened But why do we need 
such constraints in prefi rence to budgetary 
discipline > 

[Acknowledgements are due to the excellent 
narrative by Forrest Capie and Charles Goodhoft 
Cential Bonks Macropolicy and the Financial 
System The Nineteenth and Twentieth Centuries 
in FinancialHistorvReview Vol2 Port 2 October 
1995 Cambridge University Press for the 
European Association for Banking History] 
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Resurrecting the Congress 

Amaresh Mishin 

The post-election realignment of forces, on an anti-BJP, anti-communal 
platform, disregarding all other issues, is making way for a Congress 
come back, wiping out decades of anti-Congressism and will blunt the 
edge of anti-establishment politics . A new agenda has been set for the 
big bourgeoisie with the possibilities of a ‘transfer of power’ to new 
groups among the dalits, backwards and regional entities, ensuring 
continued support . The vacillations of Left forces on whether or not to 
join the United Front government show that they have, as yet, not 
reckoned with the emerging reality. 


THE sea change being witnessed in national 
politics in the wake of the 11th Lok Sabha 
elections seems to have upset the kind of 
analysis that had become fashionable in 
recent years. Of late, it had become almost 
customary to regard the B JP as the principal 
threat to secular politics and the long-term 
future of the nation. But while the BJP was 
being voted out of power, a subtler process 
was also underway which turned the triumph 
of secular forces not into a major victory, 
nor even a temporary reprieve, but generated 
a strange foreboding of a new danger. 

It is, of course, well known that the years 
heavily dominated by the mandir agitation 
and the rise of communal politics were also 
the years of the new economic policy which 
virtually paved the way for an unabashed 
bourgeois take-over of thinking and praxis. 
They were also the years which seemed to 
mark the beginning of the end of the type 
of hegemony practised by the Indian ruling 
classes - a hegemony led by the Cogress and 
based on the ‘consensus’ of the dominant 
and the oppressed, the sleazy and the 
sophisticated, the corrupt and the benign. 
The hawala exposures may have been on a 
lower scale than other corruption scandals 
of the past and the post-hawala ones. But 
their timing and more importantly theirsweep 
seemed to put the final nail in the coffin of 
the unity of opposites that the Congress had 
managed for the past 49 years. 

It was not surprising, therefore, that the 
Congress faced its worst ever defeat, worse 
than even 1977, in these elections. If there 
was really a single dominant trait of the polls 
it was an anti-Congress mood - a desire 
to punish not only the party but the legacy 
of the past years which cheated people out 
of all accords. This desire was muted and 
came at a time when the country was passing 
through an acute phase of polarisation after 
mandal-mandir issue. That is why it did not 
become a wave; it persisted, instead, as a 
slow tide aware of, and taking into account, 
other immediate contradictions that have 


emerged with the decline of the Congress, 
the splitting of its base vertically and 
horizontally. 

But the mandate in these elections was 
clearly against the Congress. The BJP was 
perceived as a major, and in some areas as 
the dominant threat. But even amongst anti- 
BJP forces it was the Congress which stood 
as the main well-spring of the communal 
menace. This was true as much of the 
minorities and dalits of Maharashtra as the 
backward and dalits of north India. Even 
amongst the dominant section of the intelli¬ 
gentsia, which had always appeared to favour 
the Congress, it was fast becoming as 
untouchable as the BJP, especially after the 
demolition of the Babn masjid, the Bombay 
riots and the corruption scandals. 

But all that seemed to change as soon as 
the post poll picture began to clear. The 
emergence of the BJP as the single largest 
party suddenly raised the spectre of a right 
wing, communal and tascist government at 
the centre. The focus shifted from routing 
out the Congress to containing the BJP. It 
then veered towards combating the commu¬ 
nal forces by uniting all the secular forces, 
ending up, finally, in soliciting the support 
of the Congress in order to keep the BJP out 
of power. The round which had begun with 
the cry of defeating both the Congress and 
the BJP, with the principle edge naturally 
being against the Congress, the party in 
power, and electing acentre-Left alternative, 
was completed by the installation of a 
centre-Left United Front government backed 
by the Congress. 

For many from the Left this was the correct 
culmination of the post poll scenario. By 
this logic, even if the mandate was against 
the Congress, the emergence of the BJP as 
the single largest party changed the situa¬ 
tion. The BJP as the party of right and 
communal politics now represented the 
greater danger against which a 'secular front' 
ought to be forged. Since its very logic was 
anti-BJPism; a secular front meant basically 


a unity of all anti-BJP forces, including the 
Congress. 

This logic, of course, did not emerge from 
the results of the elections alone. It was part 
and parcel of the Left's tactics at the national 
level for long despite the stance of forming 
a non-Congress, non-BJP government at 
the centre. To be more accurate this was the 
next option if a viable non-Congress, 
non-BJP alternative did not emerge. The 
details were hidden behind much of the more 
visible rhetoric. 

Yet, it was not the Left which really 
performed the task of reviving the Congress 
when its days were numbered though the 
Left would suffer the most in the long run 
due to this development. This historic role 
was played by the most shrewd politician 
on the Indian scene today and one who is 
perhaps the most articulate and mature 
spokesperson of the Indian ruling class as 
a whole and the Indian bourgeoisie in 
particular -VP Singh. This man led one 
of the most significant anti-Congress waves 
in post-independence history and virtually 
ended the legacy of a family which had 
gripped Indian politics like a slimy octopus 
- it was this man who created, almost 
smglehandedly, the ground for the Congress 
to re-emerge. It is amazing how in the 
immediate aftermath of the elections when 
the political spectrum was being shared 
between the BJP and the rest, the anger that 
had built up against the Congress over the » 
years was slowly being diluted. All those 
who had fought and ranged against the party 
which had been in power were now coveting 
its support. The whole exercise was given 
theoretical shape by V P Singh who appeared 
keen on even scaling down the importance 
of the Janata Dal by making a plea for some 
sort of a long-term ‘institutional arrange¬ 
ment’. He was also instrumental in driving 
the situation towards a communal-secular 
polarisation, obliterating other issues, which 
by its nature, meant a polarisation benefiting 
the Congress. 

The way m which the whole thing was 
raised and finally given a shape, obfuscated 
the fact that the Congress was itself caught 
in a logic of compulsion Either it would 
have supported the centre-Left alliance of 
its own accord, or in the face of attacks 
against it as well as the BJP it would have 
either split or taken an unforeseeable course. 
But the Congress was saved from this 
dilemma. All Narasimha Rao’s mis¬ 
demeanours, were swept under the carpet, 
at least for the time being. But more 
importantly, the Congress got a new lease 
of life - overnight it became a credible 
‘secular’ and ‘federal’ force with access to 
the minorities and the regional forces, two 
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lections which had moved away item k and 
which were being seen as dead against the 
party because of its communal and 
authoritarian-centralising role, respectively. 
Further, by virtue of being the prop behind 
the United Front government, it gainkl access 
to the dalits and the backwards as well, 
something which was being considered 
impossible following Mandal which had 
blown to pieces the dalit and also the 
backward base of the Congress. The Congress 
could not have asked for more. 

Sometimes in history, individuals play a 
role overcoming their personal predilections 
or considerations of immediate loss or gain. 
Singh left Rajiv Gandhi not because of 
differences on the economic policy or any 
other fundamental issue of socio-economic 
orientation. His differences were mainly on 
the political orientation of the Congress - 
the fact that the party was not capable of 
accommodating the new social forces, 
enlarge its base and do away with outmoded 
forms of corrupt and non-democratic beha¬ 
viour, as well as with some blatant forms 
of ‘suitcase capitalism*. Behind this was 
also the la, ger concern for saving the system 
by enlarging its base and ‘transfer power’ 
to new power groups from within the 
backwards, dalits and the regional entities. 
This was not a push towards bourgeois demo¬ 
cratic reforms but a readjustment within the 
same landlord-bourgeois system with its 
heavily feudalised base and dependence on 
pro-imperialist, big business capital. This 
readjustment was meant, at least in theory, 
not as a mere cosmetic dressing-up but a 
real shift in the agrarian and to some extent, 
the industrial base of the system as well. 

The Congress during the Rajiv Gandhi 
days was too short-sighted to see the merits 
of this orientation. If anything, it was moving 
towards not a restructuring along socially 
radical lines but towards more conservative 
change. It was openly flirting with the Hindu 
agenda and instead of minimal reforms, was 
attempting an institutionalisation of a regime 
of power brokers and ’suitcase capitalism*. 
But history proved V P Singh right. The 
former prime minister has thus performed 
a most commendable job from the point of 
view of the ruling classes - he has saved 
the most trusted party of the Indian ruling 
classes as a whole from sinking. And the 
state of Uttar Pradesh from where the real 
decline of the Congress began is turning out 
to be the springboard for its come hack. 

The alliance of the Congress with the BSP 
is in a way a retrieval of the dalit base by 
the Congress, at the same time it gives a 
significant anti-BJP stamp to the Congress 
as it shifts the party firmly towards the 
anti-communal pole. Soon now other secular 
forces will rally in support and the minorities 
too will do the same. Once this happens there 
is a possibility that the brahmins too will 


shift from the BJP - this may or may not 
happen in the same way and the Congress 
will certainly not re-cmerge in its old form. 
Its new ‘avatar' is also quite hazy. But 
prospects have definitely been created and 
what's more, in politics, the come back of 
trends is a come back of trends even with 
a changed composition and with a new set 
of alliance. The Congress is coming back 
with the help of a whole set of traditional 
anti-Congress forces who have been opposed 
to the party since the freedom struggle. 
V P Singh thus has also been instrumental 
in wiping out decades of anti-Congressism 
- something with a very deep and wide 
ranging consequence for the future of 
people's movement in the country. It is, 
indeed, ironical that when Singh has become 
the wise man of the centre and the Left, he 
is virtually summing up a long history of 
anti-establishment politics, blunting the edge 
of mass resistance to the status quo and 
doing irreparable damage to the further 
development of niovemental politics. He is, 
consciously or unconsciously, setting a new 
agenda before the Indian big bourgeoisie for 
the 21st century. 

Vacillations of LEFr Forces 

ll is this dialectics of the situation which 
is still eluding the main party of the Left, 
in spite of its refusal to become a part of, 
or head, a government backed by the 
Congress. The decision of the CC of the 
CP1(M) to stay out of power and try for the 
formation of a non-BJP, non-Congress 
government w$s indeed laudable. It came at 
a time when the ideological edge of the Left 
had weakened and it did arouse, after a long 
time, a new hope in Left circles. But there 
are wide and yawning gaps in theory and 
practice of the CP1(M) which need to be 
addressed and which well-wishers of the 
Left should not overlook. The CC may have 
succeeded in thwarting the design of those 
who were advocating a line which would 
have eventually meant an alliance with the 
Congress in the name of a broad-based 
secular front. But let no one be under the 
illusion that this line has won the day. The 
leadership is still in the hands of those of 
the former view and it is they who are 
deciding the current course of the party. This 
course is so full of contradictions that it may 
in the long run blur the advantages and the 
‘moral authority' gained by the CP1(M). 

Firstly, the CP1(M) has refused to join the 
government without giving up the idea of 
a secular front. This has placed itin a situation 
where, on the one hand, it has gained moral 
and ideological authonty but on the other, 
it has had to give up even its identity as part 
of a national level ‘Left Front*. Previously, 
at least there was the NF-LF - now there 
is only the UF with a common minimum 
programme (CMP). So even if the CP1(M) 


is not a part of the government k is having 
to steer a government which is not 
non-Congress in essence. This government < 
has spelt out a programme which is not in ' 
any way different from the path followed 
by previous governments -VP Singh's 
prescription for it is that it should provide, 
mainly, good and clean government which 
means that it should not do anything diffc i enl 
or of substance. The new economic policy 
will be followed and relations with America 
will not undergo any change. Likewise, the 
tense situation with Pakistan too, will hardly 
alter - the recent offer of unconditional talks 
by the Pakistan government was viewed 
suspiciously by the new government and 
even a liberal like I K Gujral did not sound 
too enthusiastic about any new prospect. 
The refusal to sign the CTBT, which is 
otherwise correct, may also carry theopposite 
political meaning if it is not accompanied 
by efforts to persuade, or at least show some 
genuine interest, in signing a no-war pact 
with Pakistan. On domestic matters, any 
new initiative on Kashmir, etc, is not even 
expected. 

On the two most important issues of 
secularism and federalism, where the 
government has shown some positive 
initiative, the fall-out may not be desirable 
or in tune with perceptions. The reference 
of the Ayodhya dispute to the Supreme 
Court under 138(2) is a two-edged sword 
- if the judgment goes against the minorities 
it will heighten their alienation from the 
mainstream. And if it goes in favour, it will 
have to be backed by a programme of mass 
action, for the BJP-Shiv Sena combine are 
all set to take the issue to the streets. This 
mass-political dimension, falling well within 
the electoral, parliamentary framework, has 
been missing from the projections of the 
United Front government. Moreover, on 
federalism there is talk of giving the states 
autonomy in dealing directly with multi¬ 
nationals and providing liberalisation a 
regional dimension. While any son of auto¬ 
nomy, including economic, in favour of the 
states is the need of the hour, the dangers 
inherent in this approach cannot be minimised 
especially when the focus is not on autonomy 
in domestic economic matters but external 
ones. This can well fuel the interference of 
multinationals in the affairs of the state 
assemblies. 

Given this background, the Left, as a 
whole, may well suffer from the omissions 
and the commissions of a government which 
it purports to guide. If the CP1(M) is really 
serious about a non-Congress and non-BJP 
polarisation thenit should be more categorical 
and give up the concept of a secular front 
which includes the Congress. And if it sticks 
to it, then it should go ahead and join the 
government. The CP! (M) may haverefirained 
from doing so but joining the government 
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hot conflict whli Its tactics ttltie prasent 
moment It has already endorsed the CPI’s 
decision to join the government. People who 
argued at that juncture about taking up the 
latter course were not entirely wrong - they 
were only asking the CPI(M) to follow its 
political line. The issue that this might have 
proved suicidal or would have unleashed a 
counter-revolution which the Left was ill 
prepared to meet is besides the point. A 
counter-revolutionary situation follows a 
revolutionary situation - the CPI(M) was 
not going to form the government from any 
revolutionary angle in the first place. Just 
as the coming to power of the BJP, though 
full of fundamental dangers, did not mean 
a fascist takeover. It can be argued that a 
revolutionary communist party with a revolu¬ 
tionary agenda and adequate preparation 
would have gone into the government even 
with the support of certain sections of the 
ruling classes and that would have been 
another thing altogether. It would have 
anticipated destabilisation, or even sabotage 
and would have used the government for 
sharpening the level of class polarisation. 

TheCPI(M), however, would have entered 
die government with aliberal-centrist agenda 
and the tacit consent of a large section of 
the ruling classes. In place of destabilisation, 
co-option was the greater danger. The section 
which prevented the CP1(M) - probably the 
"Kerala line' within it - from doing so, 
performed a historic task but by this act. If 
the CP1(M) now stops short and continues 
to be a "mere’ afftrmer of the UF government, 
it will lose the very logic for not joining the 
government. When it is established that the 
government is only a stop-gap measure to 
achieve certain limited ends, then to project 
it, often, in very positive colours, as the 
CPI(M) is doing, and make pronouncements 
about its stability, even while making 
occasional criticisms, would do little good. 
The best course for the CPI(M) would have 
been to extend critical support and retain the 
right to opposition on key issues. That way, 
it would have succeeded in playing the 
necessary role of containing the BJP without 
conceding the opposition space to it. At 
present, it is the BJP which is speaking about 
ideological collapse, moral decay, the all 
round crisis of the political system - things 
which the CP1(M) ought to be talking about. t 

The path for the CPM is really to take the 
> non-Congress, non-BJP line to its logical 
conclusion-towards engineering a Leftward 
polarisation of social and political forces. 
Only this can prove to be a safe guarantee 
against the BJP, besides of course isolating 
the Congress. There are many within the 
Left, especially the intellectuals, who regard 
this as quixotic or impractical in the current 
situation. For them, any independent 
assertion of the Left, given the international 
context also, just doesn’t ring true, so used 


and cynical they have become tobarbs against 
the prospects of the Left - what they don't 
see is that the situation gets moulded when 
a real and living ’pole' starts asserting itself. 
The projection of a Left-led government is 
not an improcticality provided it is done with 
conviction and a long-term vision. It is only 
the Left which is regarded, after the Congress 
and the BJP, as the real third pole in the 
country - ask its opponents, they will give 
you a better picture of how they see the 
prospects of the Left. The Left as an electoral 
force enjoys 10 per cent of the national vote, 
it holds the leading trade unions and farmers’ 
association, it commands governments in 
states. But more importantly, it is the natural 
platform of a large numnber of social forces 
and the only trend, apart from the BJP, with 
a mode of thinking and tradition other than 
the Congress. It is also locked inextricably, 
with the modem destiny of the Indian nation 
whatever the liberalisers' may say. It is the 
Left which has stood for modem, democratic 
values and the India of the 21st century 
without the Left would indeed look a music 
hall without the muse - though the Left will 
have to decide by then whether it wants to 
continue making notes on someone else’s 
fiddle or make the fiddle dance to its own 
music. U will also have to decide whether 
it wants to continue championing modernity, 
democracy, even bourgeois reformism, and 
leave its implementation to the big bourgeois 
or to appropriate the whole modem legacy 
under its leadership. 

As such, even in the time of lows', or 
even if it decides to forgo its importance, 
it will still command a major space. Further¬ 
more, it has a significant presence outside 
the main parties as well - forces like the 
CPl(ML) (Liberation), for instance, com¬ 
mand more than 2 per cent of the popular 
vote in Bihar and have a very sizeable 
electoral presence in Assam. Their political 
line too has been fast moving in the direction 
of evolving a radical parliamentary path 
which includes, besides fighting elections, 
a stress on mass movements - something 
sadly missing from the practice of the CPI(M) 
and the CPI. The CPl(ML) has been consi¬ 
stent in its anti-BJPism and anti-Congres- 
sism. It has combined die-hard opposition 
to the Congress with militant struggles against 
the BJP. In fact, the CPl(ML) has filled the 
vacuum left by the dominant communist 
parties - both ideological and movemenlal 
- in many areas like the Hindi belt where 
the Lett has traditionally been weak and 
where it has to expand in order to play an 
important role at the national level. 

The present political juncture, however, 
needs bold initiatives and men of vision who 
can forge a new unity between Left forces 
which is the first condition for a Leftward 
. polarisation. In this, certain past differences 
like the CPI (ML)'s continued opposition 


totheLeftFftmt govemmestt in West Bengal 
or the CP1(M) stance towards the party in 
Bihar can be woikedout. A coming together 
especially of the CP1(M) and the CFI(ML) 
will mean a new kind of a polarisation first 
within the Left. This will be a polarisation 
of those advocating a consistent non- 
Congress and non-BJP alternative against 
those going soft on the Congress. It would 
then incorporate other Left currents outside 
the mainstream like the PWG and small left 
formations, sections of whom are bound to 
respond if a principled programme of Left 
unity is outlined. Such a development would 
be a far-reaching one with the potential of 
taking the Left beyond the twin problems 
of "tailism’ and "isolationism' which have 
dogged the CP1(M) and the CPI(ML) 
respectively. 

This would also be a realistic and pragmatic 
course and one which will give immediate 
weight to the Left at the national level and 
in the states. And lastly, this is something 
which the Left or its conscious ideologues 
owe to the nation and the people passing 
through a phase where increasing "im¬ 
perialist' penetration, and all sorts of foreign 
interference in domestic affairs, hardly 
excite any protest. Scams and scandals are 
eating into the vitals of civic and economic 
norms without any political force, including 
V P Singh, remotely interested in a mass 
campaign on the issue. This is also a period 
when basic issues are being lost sight of - 
no one is stopping to ask that any programme 
of thorough reforms would have to include 
such issues as land reforms and creating a 
real indigenous base for rise in purchasing 
power and consequent industrialisation. And 
that scaling down the licence-permit raj 
should mean a real shift towards a rise in 
domestic entrepreneurship and not a mere 
cut in the fiscal deficit or an encouragement 
to regional entrepreneurs to deal directly 
with foreign capital. This ultimately boils 
down to creating a system of economic 
brokership favourable to the big business 
houses who were responsible for the licence- 
permit raj and now are reaping the full 
benefit of its "dismantling' and "opening 
out'. 

This is also a period when the ruling 
classes are making the historic shift towards 
right wing politics and values and the 
erstwhile current of centrist oppositional 
politics is fast losing its raison ' d'etre. The 
danger of open communaiisation and the 
rolling back of the legacy of the freedom 
movement is ever present and the whole 
phenomenon of backward caste-dalit rise is 
in the danger of either being frittered away 
or being appropriated by the Congress. As 
the millennium draws to a close and the 
nation struggles for a way out of its impasse, 
much will depend on which way the Left 
moves. 
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BIHAR 

Setback to Political Arrogance 

Indu Stadia 
ArvindSinha 


The performance of the BJP in the 1996 elections described as 
unexpected by the media , was not really so . It was a fallout of the 
increasing arrogance of Laloo Prasad Yadav and his government's 
anti-people policies. 


THE outcomes of the recent parliamentary 
elections in Bihar were unexpected and to 
some extent shocking to people in many 
ways. The myth of invincibility of Laloo 
Prasad Yadav has been demolished; the BJP- 
Samata combine has unexpectedly emerged 
as a powerful opposition block; Jharkhandi 
organisations and the Congress suffered 
further setbacks in their vote banks. The 
Jharkhand Mukti Morcha has been nearly 
wiped out. Just a year ago the Janata Dal 
under Laloo Prasad emerged strong in the 
assembly elections. Laloo, becoming very 
ambitious, decided to go global, riding on 
the crest of popular support. His elevation 
as the Janata Dal chief at the national level 
further raised hopes that he would become 
the next prime minister of the country after 
the parliament polls. This was the mental 
make-up and psyche of the ruling Janata Dal 
and their supporters at the time they were 
going to the polls. So much so, the poll 
pundits and political commentators failed to 
visualise such an outcome. 

It is surprising that the current discussions 
and debates on election outcomes centre 
around personalities and not in terms of the 
socio-political processes in Bihari society. 
The success of the Janata Dal regime in 
Bihar represents the consolidation of the 
social processes of political organisations 
and the struggle for hegemony of the 
backward and dalit castes of Bihar which 
have become sufficiently organised and 
assertive since the mid-1960s but were always 
defeated somehow or other by the dominant 
upper caste groups. They were a strong 
presence in the 1967 anti-Congress govern¬ 
ment under Mahamaya Prasad. The Lohiaite 
ideology coupled with the anti-Congressism, 
bringing to the fore, the OBCs and the dalit 
castes gave rise to the first non-Congress 
coalition which comprised the Communists, 
on the one hand, the Socialists, and the 
Bhartiya Jan Sangha, on the other. Thereafter 
the hegemony of the upper castes continued 
resulting and manifesting in an upper caste 
chief minister, Mahamaya Prasad. 

In 1977, the OBCs and a section of the 
upper castes joined hands to defeat the 
Congress under Indira Gandhi and this time, 
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the strength and influence of the OBCs was 
much more pronounced compared to their 
strength and influence in 1967, but by and 
large, dalits, Muslims, and brahmins 
continued with IndiraGandhi. The backwards 
under the leadership of the Samyukta 
Socialist Party (SSP) were dominant con¬ 
stituents in the Janata coalition (Janata Party) 
in 1977 in Bihar and so their man Karpoori 
Thakur as the chief minnister of the state. 
The tussle between the upper castes and the 
OBCs, however, continued inside the Janata 
Party leading to an alliance of the upper caste 
and dalits to throw out the Karpoori govern¬ 
ment. The upper caste-dalit alliance succeded 
in replacing Karpoori Thakur by Ramsunder 
Das (a dalit) as the chief minister of the state. 
These bickerings within the Janata Party in 
Bihar and elsewhere were utilised by the 
Congress(I) and the whole process led to a 
split in the Janata Party. Charan Singh became 
the prime minister at the centre with the 
'support of Indira Gandhi. The Congress(I) 
withdrew her support for the Charan Singh 
ministry very soon leading to parliamentary 
elections and the return of Congress(l) at the 
helm of affairs in 1980. 

The CongreSs(I) changed its strategy, 
hereafter, and began a process that led to 
Hindu revivalism. Militant and fanatic forces 
like Bhindranwale were encouraged in the 
Punjab and a fear psychosis was generated 
in people’s mind regarding the disintegration 
of the country. Through Operation Blue Star 
it was projected that only Indira Gandhi 
would save the nation from disintegration 
and foil the evil designs of inimical foreign 
powers. During this time, the RSS backed 
Congress(I) under Indira Gandhi. This was 
also a period when feudal forces (ex-kings 
and zamindars) mostly from upper caste 
were given prominence within the Con- 
gress(I). After Indira Gandhi's assassination 
the Congress(I) fomented anti-Sikh riots in 
Delhi and elsewhere in the country. The 
unprecedented victory of Rajiv Gandhi in 
the 1984 parliamentary elections and his 
coming to power indicated the further com- 
munalisation of the Congress(I). Later on 
Rajiv Gandhi and his close confidants like 
Arun Nehru highlighted the Ayodhya issue 


and inflated the Mandir-Masjid dispute from 

the local to the national level. 

It was their understanding that they would 
be able to cash in on theupsurgeof communal 
feelings among the Hindus. This process of 
'Hinduisation* of the Congress(I) led the 
upper caste feudal forces to become domi¬ 
nant, thereby alienating the minority com¬ 
munities and dalits from its fold. Therefore, 
when the Janata Dal was formed, it was able 
to secure a strong support base among the 
minorities and the dalits. The fight between 
the Congress(I) and the BJP, for securing 
the Hindu vote bank, meanwhile, was con¬ 
tinuing, leading to a competitive majority 
communalism. This competitive com- 
munalism between these two ruling parties 
succeeded to a significant extent in the 
communalisation of the majority community. 
The powerful upsurge of the communalism 
during the 1980s can be explained in terms 
of this ongoing political process. The Bofors 
scandal and other exposures among the high 
political echelons during Rajiv Gandhi's 
regime created a situation where the image 
of ’Mr Clean’ shattered and the Congress(I) 
under Rajiv Gandhi lost credibility and was 
voted out of powerin the 1989parliamentary 
polls. The BJP, on the other hand, emerged 
as a powerful force in parliament with its 
nearly 125 seats compared to a meagre three 
seats during 1984 elections when the 
Congress(I) under Rajiv Gandhi had broken 
all records after 1952 elections. The BJP, 
then, supported the Janata Dal government 
at the centre and tried to use its strong 
position to expand its Hindu support bass 
further at the cost of the Congress(I) and the 
Janata Dal. The BJP then engaged in rath 
yatra to make the mandir-masjid dispute the 
focus of the entire nation and thereby expand 
and consolidate the Hindu vote bank. 

In Bihar the Janata Dal could gamer a 
solid support base consisting of OBCs, dalits 
and minorities. It also formed an alliance 
with the Jharkhand Mukti Morcha repre¬ 
senting a sizeable section of the Jharkhand 
people. This alliance was consolidated during 
the Mandal agitation making Laloo 
government a real strength. Stopping the 
rath yatra programme successfully and ar¬ 
resting Lai Krishna Adwani during this 
campaign followed by total absence of 
communal riots normally, occurring every 
year during Ramnavami ceremony coiv 
solidated the Janata Dal and Laloo Prasad* l 
position within the minority community in 
Bihar. The communal riots were sensitively 
handled by the district administration is 
Bihar during Laloo Prasad’s reign. Thus, th 
OBC-dalit-Muslim-tribal alliance expands 
and consolidated during the Laloo govern 
ment and this minority (in the House 
government represented the ’majority’ o 
the populace of the Bihari society provinj 
to be a strong and stable government. It mil 
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be worth mentioning that a section of the 
upper caste (Rajput and Kayastha) also 
extended their support to this government. 
This minority government was the second 
in Bihar after the transfer of power (the first 
being the Sri Krishna Singh government) to 
complete its full five-year term. It is the 
whole socio-political process of emergence 
and consolidation of the middle castes in 
alliance with dalits, minorities and tribals 
that began during the late 1960s, to be more 
precise, from 1967 onwards until 1989-90, 
which was the real source of strength and 
power behind the Laloo Prasad government. 
It was the aspirations of the downtrodden 
seeking dignity and a decent life free from 
exploitation and suppression and not any 
'magic wand 1 in the hands of Laloo Prasad 
or his 'knshnavatar* which gave the strength, 
power, and sustenance to the Janata Dal 
government. 

Process of Alienation 

The more Laloo Yadav and the Janata Dal 
government in Bihar got convinced of the 
strength of Yadav's charisma, the more they 
alienated themselves from the people and 
indulged in corrupt and anti-people 
practices-blatantly manifested by the fodder 
scam, as it came to light people supporting 
the Janata Dal expecting the benefits of 
reservations or from pro-people policy 
measures were disappointed. Whenever 
working people losing their patience started 
agitations for genuine demands, they were 
suppressed by the state machinery. This 
treatment was meted out to the peasants of 
Bhojpur, Gaya, Jehanabad, Aurangabad, 
Palamau and other such places where peasant 
organisations are struggling for the nghts of 
the poor and underprevileged. The state 
machinery instead of helping the militant 
peasant organisations fighting against the 
feudal oppression and exploitation per¬ 
petrated by the landlords and their senas 
(private armies), sided with the landlords 
and resorted to various repressive measures 
-police firing, fake encounters, fake police 
cases against peasant activists and leaders, 
and even putting a ban over such organisa¬ 
tions, instead ofbanningthc notorious private 
armies. 

The struggling forces/masses, were mostly 
coming from the OBCs and dalits. The same 
treatment was given to government em¬ 
ployees agitating for their genuine demands 
against the large-scale retrenchment of 
workers, about one lakh, in pursuance of the 
new economic policy. The striking coal 
miners of the Munidih project, the most 
advanced project in the coal region of 
Dhanbad, were subjected to police firing in 
which two workers were killed and dozens 
were injured in 1990. The Laloo government 
brutally suppressed the Jharkhand move¬ 


ment, the leaders of which were allies of the 
ruling Janata Dal. In the beginning, JD had 
promised to support the Jharkhand cause, 
but later Laloo Pn^ad declared that Jharkhand 
state could be 'carved outonlyon his corpse'. 
The one half of the populace, i e, women 
were also subjected to discrimination and 
some anti-women policy measures were also 
taken up. The Mahila Aayog (Women's 
Commission) incorporating women repre¬ 
sentatives from different mass and auto¬ 
nomous women's organisations is yet to 
become functional. 

Laloo Yadav and the Janata Dal govern¬ 
ment also alienated their people's repre¬ 
sentatives inside and outside the house via 
fresh caste discrimination and arbitrariness, 
that led to serious infighting within the party. 
Caste feelings flared up to the extent that 
the most dominant middle caste group, kurmi, 
hitherto allies of the Janata Dal started parting 
from Laloo Yadav and the Janata Dal. Dalits 
and the most backward caste groups followed 
the suit. In attempting to highlight and 
emphasise the MY (Muslim-Yadav combine) 
factor inside the Janata Dal thereby alienating 
backward castes, other than yadavs, the most 
backward castes (MBCs) constituting nearly 
30 per cent of the population were given 
little representation in the power structure. 

The yadavisation of the Janata Dal caused 
resentment among the kurmis, especially 
awadhias (the most dominant sub-caste of 
kurmis in Bihar) who aspired for the 
leadership of the OBCs. Combined with all 
this, the arrogance of Laloo Yadav assumed 
alarming proportions generating tension and 
resentment in the Janata Dal. The arrogance 
led to thoroughly undemocratic functioning 
of the party and the government. The state 
presidents of the Janata Dal were humiliated 
and kicked out like non-entities; this became 
apparent before the people from the way 
Ram Sunder Das and Ramai Ram (both 
dalits) were bundled off to party posts. Ram 
Sunder Das was in a powerful position and 
Laloo*s arrongance was not ready to accept 
it, so he was kicked out, first, and Ramai 
Ram was made Dal chief. As Ramai Ram 
grew stronger, he was also kicked out and 
replaced by Kama! Paswan. 

On the administrative front, most of the 
power of the government remained vested 
in the chief minister and other cabinet 
ministers were substantially marginalised. 
The state was run by the CM and his hand¬ 
picked bureaucrats. The style became 
arbitrary and authoritarian. Corruption 
became the order of the day. All this led to 
widespread disenchantment among the party 
(and people as well) and a section of the 
Janata Dal revolted under the leadership of 
George Fernandes and Nitish Kumar, to 
form Samata Party in late 1994. However, 
apart from the kurmis and a section of koeris 
(another important backward caste after 


kurmi andyadav), other sections of theOBCs 
and dalits continued to be with the Janata 
Dal and Laloo Yadav. This was the situation 
at the lime of the assembly elections in 1995. 
The anti-JD vote, in 1995, however, got 
divided. A large section of backwards, dalits, 
and Muslims still hoped things would 
improve and expected better performance 
from Laloo and his government. So, the 
Samata, the BJP and other opposition parties 
could not make inroads during the 1995 
elections. 

The Janata Dal was triumphant securing 
absolute majority this time-it was a majority 
government (inside the house) with minority 
support base (among the people, outside the 
house)-a situation almost the reverse 
compared of 1990. However, it proved to 
be the last straw on the camel's back, in¬ 
creasing the arrogance of the ruling elites 
manifold and Laloo Prasad decided to go 
abroad and 'develop' the state by seeking 
foreign capital for Bihar. He travelled from 
Singapore to New Yoik but nothing concrete 
was really done to solve the problems of the 
people. What he actually did was to undertake 
cosmetic work like beautifying Patna with 
great fanfare and thereby, destituting traders, 
and vendors, as a part of his anti-encroach¬ 
ment programme during late 1995 and early 
this year. 

This pro-impenalist and pro-nch approach, 
open support to the New Economic Policy 
of the Narasimha Rao government, etc, stole 
whatever was left of the socialist content of 
Laloo Prasad and his colleagues m the 
government. On this road came the infamous 
animal husbandly scam in which the state 
exchequer was plundered with the help of 
the bureaucrats and officials. This tarnished 
the image of Laloo Prasad and his government 
beyond repair. JD supporters were thoroughly 
demoralised and lost political initiatives 
and in between the anti-Laloo forces got 
organised round BJP-Samata alliance. 

The anti-Laloo forces were united and 
much more emboldend during the 
parliamentary elections compared to the last 
assembly elections The people's expecta¬ 
tions were seriously shattered over a year 
of the second term of this government. The 
process of disenchantment led to the polari¬ 
sation of anti-Laloo votes in favour of those 
parties which came with strong alliances. 
The corruption charges against Jharkhand 
Mukti Morcha made people feel disenchanted 
in the Jharkhand region and the snapping 
of alliance between Jharkhand and JD bccarfte 
another factor to mobilise anti-Laloo/JD/ 
JMM votes in favour of the BJP which was 
already working in this area. No wonder that 
it led to the sweep of the BJP in the entire 
Jharkhandi south Bihar. The BJP bagged 12 
out of 14 parliamentary seats in this region. 

The performance of the BJP described as 
'unexpected' by the national/intemational 


ffleottomk and Pdhtk^ Weekly June 29,1996 

t* i. - 


1651 



media would not have appeared so unexpec¬ 
ted indeed* if the political situation during 
elections were understood in terms ot socio¬ 
political processes taking place in Bihar and 
not in terms of the personality cult In the 
Bihar plains the upper castes deserted the 
Congress(I) and rallied behind the BJP- 
Samau alliance Samata could muster the 
support of the kurmis, koenes, baniyas, and 
a section of the MBCs as well This resulted 
in their bagging 24 seats and a big decline 
in the percentage of votes held by the Con- 
gress(!) On the parliamentary left the CPI 
shrank to halt oi Us size in the last hustings 
and the CP1(M) and CPI(ML-Liberation) 
got nothing The CPI receded as a great loser 
with barely tour seats (it was eight in the 


ON Wednesday the 8th of May* I had the 
opportunity of attending a ‘brown bag’ lunch 
at the Monthly Review office in New York 
A ‘brown bag’ is an old American tradition 
Everyone brings their lunch from home 
(the brown bag) and then they eat together 
while informally discussing a topic of mutual 
interest A great deal of important academic 
work, which requires informal interaction 
among colleagues gets done this way I had 
heard of these brown bag lunches at the 
Monthh Res u w how everyone met once a 
week to discuss both work and current issues 
over these brown bags It was also the place 
to find out the latest news of new books and 
publications not only of MR but of like- 
minded authors everywhere Usually the 
brown bag meet was on Wednesdays some 
20 years ago 1 remember it was on Tuesdays 
Clearly times change 
Visitors tike me picked up a sandwich 
from a nearby deli I had the pleasure of 
picking up tuna tish sandwiches for Samir 
Amin (who was passing through New York 
and attending the brown bag lunch) and 
myself Strictly dutch this is Amenta 1 1 was 
promptly given the three dollars I had paid 
for the sandwich Samir Amin was to lead 
the discussion this Wednesday on the rapid 
changes occurring in South Africa and the 
prospects for the future He was listened to 
with rapt attention over salads and yoghurts 
(It ts amazing how consciousness has shifted 
in favour of healthy (oods ) Apart from the 


last elections) and the Janata Dal and its 
allies (together with the four CPI seats) got 
only 26 this time as compared to 48 bagged 
in the last parliamentary elections While the 
animal husbandry minister Bhola Ram 
Toofam lost the elections and attempted to 
commit suicide, Ram Lakhan Singh Yadav, 
and some other big political ‘personalities’ 
lost miserably The performance of the ruling 
party the Janata Dal, must be assessed taking 
into account the large-scale polling corrup¬ 
tions committed by the state machinery via 
the local administration The election out¬ 
come though ‘unexpected’ is a senous set¬ 
back to the political arrogance of Laloo Yadav 
and the Janata Dal It is a reflection of the 
lost hopes and anger of the people of Bihar 


Monthly Review staff, the gathering of about 
a dozen people included Paul Sweezy and 
Harry Magdoff, the long time editors of MR, 
both now over 80 but delightfully alert and 
active Also present were several New York 
based academics and activists, and transient 
visitors from faraway places like India and 
Japan MR has fnends everywhere I also 
picked up Amin’s latest book, an intellectual 
autobiography, just published by the MR 
press 

Amin spoke of the histone victory that 
had been won by the vast majonty in South 
Afnca a victory all the sweeter because 
these days there were so few of them Having 
said that he pointed out that the ANC was 
an omnibus movement that could act deci¬ 
sively when the goal was that of opposing, 
and overthrowing, apartheid, on which all 
groups were united But now that this goal 
had been achieved, differences were ap- 
peanng in all the wings of the ANC These 
differences were clear too m the constitution 
making process which was now over That 
constitution had required a great deal of 
compromise It indicated what was possible, 
and what had still to be struggled for 

Today, in the ANC, as in all other insti¬ 
tutions in South Africa, there was a vertical 
split between the ‘right and the‘left’ There 
was vigorous debate between them The 
right had some clarity as it was accepted by 
them that solutions to the country ’ s problems 
lay in a system which protected private 


property rights and functioned through the 
market The debate was only on details The 
left, on the other hand, had no such simple 
solution to offer there were many shades 
of opinion m it, stemming from ideological 
differences, various interpretations of history 
and current events, and differing priorities 
among the many things they wanted to do 
Consisting as it did of a conglomeration of 
different groups, agreement on priority and 
strategy was by no means easy Implementing 
what was agreed upon was also very difficult 
The interim government was split too, 
and Nelson Mandela, a true democrat, was 
himself to the nght of centre His towenng 
personality provided some respectability and 
breathing space, his personal sacrifice and 
his very real contribution to the popular 
struggles m South Afnca could not be mini 
mised Hus was a matter the left had to 
take into account in defining its long-term 
strategy Consider for example the fact that 
the new constitution gave the centre many 
sweeping powers in spite of the left’s desire 
for a more decentralised federal structure 
What were the choices that the different 
groups had to make m the new South Afnca? 

There is the question of organisation, of 
defining political space and occupying it 
The nght, and also de Klerk s National 
Party, were clear about what to fight for The 
nght wanted a system that protected property 
nghts, accepted the market system, and gave 
the new South Afnca a clear position m the 
capitalist comity of nations In this its 
differences with the National Party were 
small, on the protection to the whites in a 
society which did not go in for witch-hunts 
The exit of the National Party from the 
government of National Unity has sharpened 
these basic, pre-existing differences In a 
sense one phase of the process is over the 
future has amved With Mandela, and his 
more or less designated successor Mbeki 
too, perhaps on the liberal nght, this group 
was reasonably organised The left, with Us 
greater concern for equity and immediate 
relief for the poor, had the difficult job of 
defining and articulating a clear strategy 
Growth was important, but not growth alone 
What then 9 And what are the trade-offs 9 
How are they to be amved at 9 Amving at 
such a strategy is no easy task The alliances 
that worked to overthrow apartheid could 
not be relied upon m this matter But what 
were the new ones 9 How was the left to 
mobilise them 9 What could be done, given 
that Mandela himself would be unlikely to 
throw his weight behind these concerns and 
strategies 9 What was likely to happen after 
Mandela 9 The struggle would be a hard and 
bitter one What was the role and the strength 
of unions 9 Of other such groups 9 The 
questions were many, the answers few But 
for me, a great deal of new information and 
insight on ongoing events from an extremely 


A ‘Brown Bag 9 Lunch in New York 

Vinod Vyasulu 

At a recent ‘brown bag ’ lunch at the offu e of the Monthly Review in 
New York the gathering of about a dozen people included Paul Sweezy 
and Harry Magdoff Also present were New York-based academics and 
activists and passing visitors from far-away places like India and 
Japan Samir Amin was to lead the discussion on the rapid changes 
taking place in South Afnca and the prospects for the future 
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knowledgeable source Imagine this 
happening every Wednesday* 

The discussion then turned to the elections 
in India, for which the results had just started 
coming in 1 am amazed at the detailed 
knowledge (Indiabeing essentially irrelevant 
in the popular American media) this group 
had of events and forces m India, and of how 
many friends they had in this country The 
factors leading to the decay/decline of the 
Congress, and the twists and turns of the 
vanous scams, were well known Amin 
elaborated on the conditions under which 
fundamentalism grew, and raised a number 
of questions about the nse of the BJP The 
role and influence of the left was debated, 
and the nature of the third force, of the 
opportunities and limitations of the alliance 
with the Janata Dal and others explored Bill 
Tabb pointed out that in many places around 
the world the question of self-government 
and action at local levels seemed to be 
becoming critical He made the point that 
it was at this level that things could be done 
in the US - by either side He pointed to 
the success in New York with the business 
partnership districts, but that is a different 
story 

There was a great deal of familiarity with 
the contours of the 1M6 and 74th Consti 


tudonal amendments m India The questions 
directed at me on the experiences with 
panchayati raj were remarkably specific 
The ongoing structural adjustment pro¬ 
gramme was referred to in depth, not just 
in passing The consensus seemed to be that 
in the great churning that was taking place 
in India, the democratic process was a source 
of great strength, that a great deal depended 
on the concrete programme that this grouping 
could come up with if it got an opportunity 
and that the danger of degeneration was 
indeed real Amin explored the theoretical 
possibility of a break-up of the India of today 
into smaller groupings Yugoslavia, he said 
broke up although the economic logic for 
a larger union was sound When ethnic and 
other historical antagonisms are involved, 
violent break-ups into smaller groups are 
distinctly possible And there are forces in 
the world that may encourage such break¬ 
ups It is a point of view that we in this 
country may not have taken senously 
enough 

In formal seminars in well known research 
institutions in this country we often do not 
enjoy this high level of intellectual debate, 
in an open environment of inquiry without 
fear of being labelled of having to 'pay’ for 
our views The seniors present, Harry 


Magdoft and Paul SWeezy, have lived with 
persecution and isolation They have personal 
experience of the Macarthytte witch-hunts 
and appreciate the importance of solidarity 
and interaction This difficult past may be 
hard to discern from the genial beings they 
are from the warmth of the welcome that 
a casual visitor gets, from the genuine con¬ 
cern they show for the person they ave 
meeting The group at MR has therefore 
made efforts over the years to consciously 
build a culture of dissent and discourse from 
which all who participate can learn without 
threat I suspect this was possible due to the 
commitment of the intellectual that Paul 
Baran wrote of and which the regulars at 
this brown bag lunch live by For the odd 
visitor like me it is a source of strength, of 
intellectual stimulation, of a feeling of 
belonging in a group with larger values 
and concrete intellectual achievements 1 
look forward to the day we can have our 
own dabba’ lunches of the same intellec¬ 
tual quality across this vast country, in our 
ownMRs Meanwhile we can only treasure 
what is available to those who can visit 
the cheerful offices of MR and share this 
unique experience with others who have 
not had the fortune to visit this remarkable 
institution 
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Opportunities for Wind Farm 
in Gujarat 

C Chatterj ee 

Given the rapidly growing demand for power, wind power is emerging 
as a potential new source of energy, as recent field experiments 
indicate . 


INDIA is passing through the ordeal of 
power scarcity. Planning Commission’s 
preliminary survey estimates indicate that 
capacity build up in the country’s power 
sector during the Ninth Plan period 
(beginning April, 1997) would fall short of 
the energy demand by 27,000 MW. Rapidly 
growing demand for power has made us 
realise the necessity to explore the alternative 
sources of energy. Wind power is therefore 
identified as a potential sector to generate 
energy in a non-conventional way. While in 
future the cost of power generation utilising 
wind energy is expected to drop, costs of 
power generation through conventional mode 
will only increase. Wind power projects 
have zero fuel cost, are environment friendly 
and have very low gestation period. 

Wind energy in India over the last few 
years has witnessed a phenomenal growth 
with installed capacity multiplying three 
times every year. Nearly 200 MW had been 
added to the installed wind energy capacity 
in six months (till September 1995) from 
March 1995 taking the total capacity to 540 
MW which already exceeded the target of 
500 MW set during the Eighth Plan. The 
increase in installed capacity over these six 
months has been the fastest ever growth in 
this sector in the country. Another 200 MW 
is expected to be added over the next six 
months which would possibly make India 
the second largest wind power producing 
country in the world. It is also interesting 
to note that Asia’s largest wind farm of 55 
MW capacity is in India and located at 
Muppandal in Tamil Nadu. India’s wind 
resource potential is estimated to be around 
20,000 MW (as assessed by the ministry of 
non-conventional energy source). Thus, it 
is expected to contribute more in a faster 
pace during the near future. The production 
target for the wind power generated through 
energy is expected to have a total turnover 
of Rs 600 crore in 1995. Wind power 
generation in lakh KWH had gone up to 
1,912.14 during 1994-95 from 766.55 in 
1992-93 and 942.16 in 1993-94 where state 
of Tamil Nadu leads, followed by Gujarat. 
However, as per CMIE July 1995 report, 
Gujarat is ahead in the proposed/under 
implementation unit with the new capacity 
of 955 MW as against 100 MW for Tamil 
Nadu, 347 MW in AP and 339 MW in 


Karnataka, 65 MW in Kerala and MP. 
Possibly the first commercial wind farm (15 
MW) m a non-coastal area was inaugurated 
at Jamgodrani village in Madhya Pradesh 
recently. 

With 1,600 km of coastline, Gujarat is 
ideally suited to generate power through 
wind mills with a potential of 5,000 MW. 
Of this, only 64.52 MW is the capacity 
installed in the state as on day, mainly in 
the places like Lamba, Tuna, Mandvi, Okha, 
Dhank and Bamanbore distributed over 80 
units as such. Sixteen new locations have 
been identified to set up wind power stations 
which have a favourable wind speed of 19 
to 25 kmph. The areas identified at present 
by the government of Gujarat for offering 
sales tax incentives for wind power are 
Dhank, Harshad, Kalyanpur, Kuma, 
Mundra, Navi Bander, Okha, Okhamadhi, 
Surajbari, and Bamanbore. The Gujarat 
government is also in the process of allotting 
627 hectares of land in Danga (Rajkot) and 


10 hectares in Lamba for wind farms in 

private Hector. 

Gujarat Energy Development Agency 
(GEDA), Vadodara functioning as the nodal 
agency in the state for co-ordinating the 
promotion of renewal of energy technolo¬ 
gies, provides interested investor the 
necessary technical expertise and assistance 
for wind farm project formulation and 
implementation. In order to promote this 
sector other than providing 100 per cent 
depreciation in the first year of com¬ 
missioning and soft loan from Indian 
Renewable Energy Development Agency, 
the government of Gujarat is providing many 
other incentives like sales tax exemption, 
electricity wheeling/banking, exemption in 
power cut and land on lease besides allowing 
to set up wind farm on private land in noti¬ 
fied areas. Following table shows details of 
incentives and promotional supports, pro¬ 
vided by various states in the country. 

It is true that investment proposition in 
this sector has become attractive mainly 
because of incentives through sales tax 
exemption and depreciation benefits. 
However, in order to stop the import of 
obsolete and unsuitable technology, various 
i ncentives and benefits may have to be shifted 
to the quantum of power generated rather 
than the capital invested into it. It is also 
perhaps necessary for the electricity boards 
to evolve a price scheme which will be high 
in the initial years and low later when the 
capital is fully depreciated. 
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Ctoimdering the huge poteiri^ 
energy in the country, more than 25 world 
renowned technology suppliers of wind 
turbine have already established their base 
in the country Units with a rotor diameter 
of 25-30 m have been mass produced for 
installed wind power capacity of up to 250- 
300 MW More recently units with a rotor 
diameter of 30-40 m and p capacity of up 
to 500 MW have also started operation 
'However, while selecting the wind turbine 
generator technology, one should keep m 


mind that many of the technotogieson offer 
were designed mainly for the high wind 
speed regimes of Europe and US, but not 
as per India's requirement 
Almost 90 per cent of the investment in 
wind mill is the capital cost of machinery 
The cost will also vary depending cm the 
location, wind velocity, kind of technology, 
capacity, etc The ministry of non-conven- 
tional energy source, government of India, 
has already idenufied 69 sites, suitable for 
wind farm projects in eight states having a 


potential of 3,tiQ0 MW. For setting up a 
wind farm there Isabasicnde that minimum 
spacingbetweeneach wind turbine generator 
in a row should be five times the diameter 
of the circle made by the blades and the space 
between the rows should not be less than 
seven times this diameter Accordingly, mini¬ 
mum land requirement is five to six acres 
per one MW of the installed capacity and the 
eshmated cost analysis for 1 MW wind farm 
to generate around 20 lakh units per annum 
is estimated to be around Rs 3-4 crore 


Table Incentives for Wind Power by Various States in India 



Andhra Pradesh 

Tamil Nadu 

Karnataka 

Gujarat 

Kerala 

Uttar Pradesh 

Madhya Pradesh 

Rales/Charges 

for 

Wheeling 

25 per cent of 

2 per cent of 

2 per cent of 

2 per cent of 

2 per cent of 

2 per cent of 

2 per cent of 


energy fed into 

energy generated 

energy gerierated energy generated 

energy generated 

energy generated energy generated 


the grid 



(up to June 96) 




Banking 

Eight months 

12 months with 

12 months (July 

Six months 

Six months with 

One year 

Under considers- 


commencing from 2 per cent 

June) + 1 month 


2 per cent 


don 


August to March 

12 months at 2 
per cent charges 

banking chaiges 

grace period 


banking chaiges 



Buy back by 

Rs 2 25/kwh 

Rs 2 00/kwh 

Rs 1 75/kwh 

Rs 1 75/kwh 

KSE’s power 

Rs 1 75/kwh 

Rs 2 25/kwh 

SEB 





purchase rate from 
private sector 



Third party sale 

Allowed 

Allowed with 

Allowed 

Not allowed 


Allowed with 

Allowed to HT 



15 percent 




2 5 per cent 

consumers 



wheeling charges 




wheeling chaiges 


Incentives 








Capital subsidy 

20 per cent of the 

10 per cent of the 

As extended to 


15 per cent of the 

As extended to 

As extented to 


project subject 

project subject 

other industries 


project subject 

other industries 

other industries 


to maximum 

to maximum 



to ceiling of 




Rs 25 lakh 

Rs 15 lakh 



Rs 5 lakh 



Allotment of 

20 years long 


By K S Industrial 

One lease 15 


Lease for a mini- 

Lease for a period 

land 

lease free of rent 


Area Develop 

years (renewable) 


mum 35 years 

of five years at a 


for first five yean 


ment Board for 




token rent of 




40 years +10 




Rs 1 per annum 




years (renewable) 



and thereafter on 








government 
prescribed rates 

Other 

Industry status 

Exemption of 

Exemption of 

(i) Sales tax 

(i) Financial 


(i) Exemption 

concessions 


generation tax 

electricity tax 

benefit exempt- 

assistance from 


from electricity 




for five years for 

ton/deferment 

State Industrial 


duty for five yean 




new units 

composite benefit 

Development 


(n) Plant and 





towards eligible 

Corporation up to 


machinery exem¬ 





investment 

Rs 90 lakh 


pted from state 





(ill Exemption 

(u) Consultancy 


sales tax 





from electricity 

services 


(in) Exemption 





duty 



from demand cut 
to the extent of 

30 per cent 
(tv) Sales tax 
exemption'defer- 
ment/composite 
benefit on the 
eligible capital 
investment up to 
100 per cent 

Promotional 








supports 

Single window 
agency 

NEDCAP 

TEDA/TNEB 

KEB/KPCL 

GEDA 

ANERT/KSEB 

NEDA 

MPUVAN 


Source India’s Energy Sector, €M1£-July 1995 
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Russia: Countdown to What? 

Frederic F Clairmont 


Western diplomats in Moscow are in the pits of depression. The yield 
on their governments' investments of hundreds of millions of dollars 
have not been as lush as expected: Yeltsin's electoral score is 
derisory - 35 per cent against Zyuganov's 32 per cent 


THE huge, palatial and majestic Spaso 
Palace, residence of the US ambassador in 
Moscow, was cursed by one communist 
militant as the seat of the Great Conspiracy. 
The hatred of a conqueror and usurper is 
understandably resented but the young 
woman is wrong. The word ‘conspiracy’ is 
inappropriate because there is no conspiracy. 
There is nothing to conceal inasmuch as the 
unbending goals of US policy and its hirelings 
within and outside the ex-Soviet Union are 
nakedly brandished as the triumph of the 
counter-revolution; of maintaining a 
defeated, humiliated and eviscerated Soviet 
Union within the cage of the banana republic 
that it is. 

Russia with its domesticated Gauleiters is 
an occupied country in which even the 
figment of national sovereignty has been 
tom asunder. In this way, the Spaso Palace 
has nothing to conceal. It is one of the 
epicentres of imperial power. Indeed, the 
occupants of Spaso Palace, unlike their Nazi 
predecessors that crumbled in their lunge to 
gut the Land of October, extol their 
achievements not in the lingo of the Master 
Race* but in the vulgar casino idiom of the 
World Bank and the IMF: market reforms, 
democratisation, restructuring, privatisation 
and their formidable array of killer fatuities. 
In addition to its 28 US Marine Corps guards, 
its 129 television cameras it monitors daily 
the progress of privatisation and the shifting 
tides of US corporate power, their allies and 
antagonists. 

The present elections are of colossal 
significance; a histone landmark because 
the contradictions within the system have 
reached a new pitch of intensity. They mark 
the first act in the national liberation struggle 
of Russia that has acquired anew momentum. 
The profound class ramifications of this 
election remind me of the Guatemala of the 
50s; ofthe Chile of the 1970s. The exterminist 
machine of NATO (and Japan has already 
been drummed into the executioner’s squad) 
orchestrated by the US has already rumbled 
into action. 

No doubt the bumping off of Gennady 
Zyuganov is on the cards in the event of a 
victory but even in Yeltsin's biggest of 
banana republics the CIA’s long tested final 
solution is not so simple. Such an act, if 
perpetrated in the seething social and political 
cauldron that is the Land of October, could 
easily overspill the frontiers of the ex-Soviet 
Union. The game planners of Spaso Palace 
and their hustlers abroad have grasped this 


point. I am not sure. At least I hope they 
have. The consequences would be 
cataclysmic. Surely the masters of the 
Corporate Gulag and their Pentagon 
hatchetmen understand that to make this big 
splash solves nothing. 

The essence of their dilemma remains the 
irrevocablerotofRussian capitalism. Despite 
all the massive excremental trappings, the 
big money deluge, the bigger and bigger 
lies, the Himalayan avalanches of skullduggy 
and payoffs, the big-tipie dealing and 
wheeling that shovelled a Lebed into the 
bag, the Russian election is sharply 
differentiated ideologically and above all by 
the unambiguous dynamics of the class 
struggle. In this perspective the current 
election is a war. It has nothing in common 
with the gimmicks ofthe Dole/Clinton Punch 
and Judy show or the antics of the Blair/ 
Major road show. After all they are devotees 
of a single Tory party that passes it itself 
off as 'representative government’, 
'constitutional democracy’ or any of the 
time-worn platitudes in which the epigonies 
of capital have always decked their apointed 
performing baboons. 

* * * 

These elections, irrespective of their 
outcome, mark a resolute beginning of what 
indubitably will be a National Liberation 
Struggle. No doubt by the sordid standards 
of bourgeois 'democracy' the elections were 
'free’. The entire apparatus of unaccountable 
Big Money, boundless media access and 
foreign interference galore that acclaimed 
the putrefaction of Yeltsin were tangible 
even to the blind, the deaf and the dumb. 
In this context the electoral game was one 
of the most brazen and gigantic of frauds. 

Friedman, one of the paramount anti¬ 
communist propagandists of The New York 
Times (June 20, 1996) is descriptive of the 
forces unleashed by the media corporate lie 
machine that would have tickled the likes 
of a Goebels or a Heydrich: ‘To even feign 
indifference about the outcome of this 
Russian election is foolhardy and reckless. 
Our only regret is that we cannot do more 
to helpYeltsin.” You are wrong Mr Friedman, 
as the masters of Spaso Palace would inform 
you. They did their maximum and there 
never was indifference. We lost China as 
state department officialdom would no doubt 
proclaim and this time round we don’t intend 
to lose Russia. In all its holocaustian methods 
there still remains a touch of comicality in 


US foreign policy. How could you begin to 
holler like a stuck pig that you ‘lost* or stand 
to ‘lose’ what was never yours to lose. The 
logic of imperialism - rational as it may 
appear to you and me cannot accept that 
verdict. 

In the political purgatory scaffolded by 
Yeltsin and his foreign handlers the reality 
of that noble word ‘democracy* has been 
expunged. Yeltsin is the only thing we have 
left, they whine in unison. And of course 
they are right. The essence of Yeltsinism, 
never mind the asinine political frills, is the 
restoration of capitalism under the aegis of 
transnational capital and their domestic and 
foreign political mobsters. The thundering 
proclamauon of Henry Kissinger that rejected 
the overwhelming victory of Allende thus 
preparing the groundwork for the mass US/ 
Pinochet butchery that followed is a timely 
reminder of what is m store for resurgent 
democrats in Russia. “1 don't see why we 
need to stand by and watch a country go 
communist because of the irresponsibility of 
its own people.” Coming from one of the 
grand practitioners of political genocide this 
utterance speaks volumes. There is no need 
for cover up. 

Make all the electoral cacophony you want 
to but don’t mess around with the private 
property system and its class foundations, 
otherwise you are heading for the chop. To 
act and think otherwise is to violate the 
prime commandment of bourgeois human 
rights. Whatever you do keep the Reds at 
bay. This is the crux of US constitutional 
fascism that has led directly to the 
extermination of tens of millions of innocents 
in the Third World and elsewhere. Indeed 
the US caste oligarchy and its military 
exterminists have been the systematic 
gravedigger of every manifestation of 
democratic aspiration the world over since 
1945, and long before. The beast cannot be 
expected to change its nature or its skin, and 
so it must continue, when it finds it prey, 
to kill and to destroy. 

It pinpoints the contemporary relevance 
of Marx when he castigated the Versailles 
Pinochets at the time of the Paris Commune 
in 1871. Its relevance is obviously not lost 
in the multiplicity of think-tanks now opera¬ 
ting in Russia (and to no less an extent in 
India) and the strategists of Spaso Palace: 
The civilisation and justice of the bourgeois 
order comes out m its lurid light whenever 
the slaves and drudges of that order rise 
against their masters. At that moment this 
civilisation and justice stand forth as 
undisguised savagery and lawless revenge... 
the infernal deeds of the soldiery reflect the 
innate spirit of that civilisation of which 
they are the mercenary vindicators. 

* * * 

Western diplomats are now in the pits of 
depression, Tlie yield on their investments 
of hundreds of millions of dollars has not 
been as lush as anticipated. Yeltsin’selectoral 
score is derisory: 35 per cent against Gennady 
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Zyuganov’s 32. What Yeltsin and his 
retrograde bunch 6f electoral embezzlers 
intend to do is to scoop the first round* s third 
and fourth parties. That calculation is flawed, 
for by the time the next run-off is staged in 
early July the* heat in his kitchen is likely 
to become intolerable. 

Splits already manifest within the Yeltsin 
cabal are daily becoming more ominous and 
acrimonious. The supporters of General 
Lebed (46) will not automatically shift to 
Yeltsin’s camp. In fact on the prodding of 
his German consultants he struck a deal with 
Yeltsin even before the vote was counted. 
Despite two major German banks and three 
insurance companies that stoked him up, 
Lebed’s future is wobbly. His exalted title 
as boss of the security stable does not give 
him a hold on the army and the security 
forces. He has no political party. Worse, he 
has no political future. He’s nothing more 
than a flash in the pan. 

Obviously, the size of the Lebed vote (15 
per cent) cannot be minimised. He was 
brought into the Kremlin’s inner sanctum as 
the strongman to prop up a wilting Yeltsin. 
How long can Yeltsin hang on? But Yeltsin's 
party, if it can be called that, is a covey of 
barefaced thieves, s wi ndlers and opportunists 
of eve/y stripe with no ideological coherence 
save that of survival. Beating the anti- 
Zyuganov drum - its either me or chaos’ - 
won’t boost the crumbs on the Russian table 
nor will it convince apathetic voters to 
scramble to the voting booth. 

* * * 

Yeltsin has anointed General Lebed as his 
successor and the US and German 
ambassadors have given their benedictions 
publicly. Superficially, over the short-run, 
this prospect may appear alluring to his touts 
and hence a setback for the October 
renewalists. In reality this is not so. The 
Russia that we must recognise is a highly 
combustible society. Lebed’s concoctions 
will not work over the long run or even 
under the middle term. He’s being groomed 
by foreign forces. Lebed is a little Johnnie 
come lately. It was senile and hilarious to 
see him cast as a Macho politico on television 
pumping iron in the gym and proclaiming: 
”1 symbolise the New Russia. I am a re¬ 
former. I am a nationalist. I do not smoke. 

I do not drink. I do not have a second 
woman". Surely his German image-makers 
could have done something a little less stupid 
than that?. 

Leaving the pathetic imbecility of his 
political ads and hyperbole, the fact is that 
apart from instituting high profile political 
purges he doesn’t have a credible agenda. 
Sure fighting corruption is important but 
what are the foundations of this corruption? 
From where did it spring?. A portrait of 
General Augusto Pinochet - my teacher as 
he fondly calls him - hangs in his office 
donated personally by the butcher general 
of the Chilean people himself. To contend 
that ’the Chicago Boys’ are going to do the 


trick of national salvation is to grossly 
misunderstand the forces that are catapulting 
Russiainto the abyss of infamy and spiralling 
underdevelopment. He’s cast himself, or 
rather his image-makers have, in the image 
of the tough guy. His opportunism is best 
described in his own words: “I was facing 
two ideas: an old one that has shed lots of 
blood and the new one which is being badly 
implemented at the moment but has a future. 
I have chosen the new idea". On that morsel 
of opportunism must be superimposed that 
of Yeltsin: “This is the union of two 
politicians, of two different programmes. 
The programme of General Lebed enriches 
my programme". 

That last utterance is dubious. Since his 
rise ’to national celebrity’, as his media touts 
have declared, he’s made more enemies in 
the highest of places than he can count. 
Russia either in its present reality or in its 
earlier Soviet incarnation, or for that matter 
throughout Russian history since the 16th 
century, is a land of intimate networks and 
clan loyalties. They cannot be trampled on 
foolishly. And that is precisely what he has 
done. Lebed is as subtle as a bull in a China 
shop. What he’s do ; ng is to consolidate the 
opposition and not only within the ranks of 
the disaffected military. 

His promise, a la Pinochet/Thatcher/Reagan' 
of “breaking the backbone oflabour trouble¬ 
makers" that is, the bludgeoned working class 
and their highly honed political vanguard, 
the reconstituted Communist Party of the 
Soviet Union, is further evidence of his 
simple-mindedness. It seems unlikely that 
the inheritors of October will win the 
presidency in this massively gerrymandered 
electoral battle. Over the long haul the final 
word will not be sung by the likes of Yeltsin 
or Lebed. 


The cards - piles of big money power, 
media provocations and disinformation 
synchronised with foreign interference 
instilling a fear of change in the minds and 
hearts of honest people have unquestionably 
taken their toll - have been stacked against 
the resurgent forces of the October inheri¬ 
tors. Even on what now appears the likely 
proviso that the YeltsinflLehed coterie 
’triumphs', it will be at best a formal triumph 
of numbers only. The underlying causes 
secreting the contradictions of Russian 
capitalism remain. The system is diseased. 
There is nothing in Yeltsin’s rag-bag to 
mitigate the pangs of pain of Russia’s 
masses. To the accusation that the renewa¬ 
lists arc attempting to turn the clock back 
the answer is simple: There is no clock to 
turn back. Rather it is the internationalisa¬ 
tion and transnationalisation of capital that 
has become the retrograde relic on a global 
scale. 

The CP USSR as it no doubt will now be 
known is the only long-term viable political 
structure with a democratised mass political 
organisation. It has only one way to go, and 
that is to grow. The covey of fragmented, 
demoralised parasites preening themselves 
as ‘reformers’ are tottering on the edge of 
a bubbling volcano that promises to turn 
them into cinders. 

The Grand Offensive of the October 
Renewalists in the months of April, May and 
June have left their indelible imprint, so 
redolent of the first mass-scale Soviet break¬ 
through against Nazidom in the summer of 
1942. In this dazzling configuration that we 
arc witnessing is it not comprehensible that 
the ostensible king-makers in Spaso Palace 
and their camp followers elsewhere exhibit 
the unmistakable but portentous symptoms 
of delirium tremens? 
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PERSPECTIVES 


Panchayats versus Multinationals 
Case of Du Pont 

Norma Alvares 

The people's agitation which forced Du Pont to abandon plans to set up 
the Nylon 6,6 plant in Goa was supported by the actions of the Querim 
panchayat which used, perhaps for the first time anywhere in the country, 
powers vested in it by the 73rd constitutional amendment (and the state 
Panchayati Raj Act, 1993) to overrule decisions taken by the higher levels 
of government, on the grounds that local concerns were paramount. 


IT is by now well known throughout the 
country and abroad that the American 
multinational corporation Du Pont, which 
wanted to establish a factory in Goa to 
produce Nylon 6,6, was forced to give up 
its plans and move to another state (Tamil 
Nadu) due to a sustained agitation launched 
by the villagers of the area in which the 
factory was to be located. Few people, 
however, know that the crucial decision that 
sealed Du Pont f & fate was made by the 
panchayat of Querim utilising its new-found 
powers under the 73rd Constitutional 
Amendment and the Goa Panchayati Raj 
Act, 1993. In this sense, the use of the new 
panchayat legislation to reject an MNC’s 
proposals was unprecedented. Hitherto, 
decisions about the location of such factories 
are made by the corporations themselves 
who are often able to manipulate politicians 
and bureaucrats to gain needed permissions. 
Panchayats, prior to the constitutional 
amendment, had been relegated to the low 
position of granting automatic or formal 
permissions or licences to construct once all 
the government permissions have been 
granted and their say was never considered 
by governments in the mattet. 

In the Du Pont case, the central government 
and the state government of Goa both cleared 
the project. This wasdone under the Industrial 
Development Acts which empower 
governments to grant special favours to 
industry in the interests of development. 
However, after these permissions were 
granted, it so happened the 73rd 
Constitutional Amendment came into foice 
and the state assembly, as a consequence, 
passed the Goa Panchayati Raj Act, 1993. 
Under the new legislation, since the area fell 
under the jurisdiction of the Querim 
panchayat, the panchayat naturally exercised 
its new powers to review decisions taken by 
government authorities which might not be 
in the best interests of the village. 

To a great extent, as we shall see this 
trend-setting action wt* made possible 
because of provisions in the Goa Panchayati 
Rqj Act, 1993. These provisions may be 


absent in the new panchayat legislations 
required by the constitutional amendment in 
other slates. Despite this, the Goa case is a 
good example of governments conceding 
grassroots democracy even when extremely 
powerful actors are involved It is also a 
significant development since the central 
and state governments are now increasingly 
weak as far as multinationals arc concerned 
and the power and responsibility for checking 
the multinational menace has passed into the 
hands of the local bodies and municipalities 
under the new constitutional amendments. 

To many observeis of the Nylon 6,6 
controversy, it* was clear almost from the 
start that if any force could stop the 
multinational Du Pont from imposing itself 
on an unwilling Goan population it would 
be the joint action of the villagers of Quenm 
and Savoi-Verem. Without the villagers' 
struggle nothing could have been achieved. 
One life, in fact, was sacrificed in the cause 
of the agitation. The location of the proposed 
site was also singularly appropriate for 
strategically organised mass action. There 
is a single road leading to the proposed site 
and Du Pont's personnel and vehicles had 
to pass through it to reach it. The terrain was 
favourable to road blockades. Since villages 
like Querim are small, it was also possible 
to have effective village level consensus. 

In the struggle, the villagers welcomed 
and received the backing, support and 
encouragement of the citizens of Goa, of the 
numerous environment groups and others. 
The American multinational is no small force 
to reckon with. So even Greenpeace was roped 
willingly into the war. However, as events 
unfolded, it turned out that the company was 
eventually humbled by the local village 
panchayat which refused Du Pont the 
necessaiy permission to construct the factory 
or any attendant constructions under the 
newly enacted Goa Panchayati Raj Act 1993 
under instruction from the village sabha. 

The Goa Panchayati Raj Act 1993 came 
into effect on August 16, 1994 giving the 
panchayat new powers to decide and plan 
for the development of the area within the 


village. The constitutional amendment, 
which compelled the Goa Act, sets out in 
a schedule a 'panchayat list’ (in addition to 
the state and central lists). Prior to this act 
m Goa, there existed the Goa Village 
Panchayat Regulations 1962, in which the 
role of the panchayat was more in keeping 
with that of an implementing authority with 
only powertoissueNOCs. Very often, parties 
did not even bother to apply for these NOCs. 
The actual political power of the panchayats 
was abysmal. 

Interestingly, much before the new con¬ 
stitutional amendment arrived on the scene, 
Du Pont had already applied for and received 
permi ssions under the Goa Vil lage Panchayat 
Regulations to put up a few administrative 
buildings and a boundary fencing around the 
premises. However, ihe company had at that 
time not obtained conversion sanad (NA) 
under the Land Revenue Code and hence the 
permissions granted were questionable in 
themselves and these were m fact sub¬ 
sequently challenged in court. With these 
permissions, which it procured around 1990. 
Du Pont immediately began construction of 
the buildings and a compound wall. 

However, shortly thereafter, the Goa 
government issued instructions to the 
company to stop the work and asked the 
panchayat to revoke the construction licences 
The reason for this sudden development was 
the setting up of a house committee by the 
Goa legislative assembly to examine 
irregularities in the land acquisition procee¬ 
dings related to the Nylon 6,6 project. The 
house committee report eventually went 
squarely against the Nylon 6,6 plant, vindi¬ 
cating the stand of the Anti-Nylon Action 
Committee (comprised entirely of persons 
from the village and headed by Dattaram 
Desai. a local medical practitioner) that the 
project was not in either the villagers' or 
Goa’s interests. The state government, 
however, persisted with its plans to impose 
the project on the public, especially the 
protesting villages of Querim and Savoi- 
Vcrem. In 1994, it resumed negotiations 
with the company to re-start work on the 
project at the disputed site. 

Events began to escalate rapidly from 
June 1994onwards when the company began 
constructing a compound wall without the 
permission of the panchayat. The panchayat 
issued a show-cause notice dated June 16 
asking Du Pont to stop work. The very next 
day Du Pont delivered a simple letter to the 
panchayat requesting that the letter itself be 
treated as an application for permission tc 
construct the compound wall for the Nylor 
6,6 factory site. The letter estimated the cos 1 
of the construction of the wall at Rs 60 lakh 
The panchayat rejected the suggestion 
directing that a formal application be made 
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accompanied by a list of documents It was 
the first salvo, for one of the documents 
requested was the 'conversion sanad’ which 
the company had not yet obtained The 
company submitted to the panchayat with 
a formal application dated June 24 t 1994 
The new application now stated the wall 
would cost Rs 35 lakh It also revealed that 
conversion sanad had not yet been granted 
Since the company did not give all the 
documents requested, the panchayat did not 
treat the application as valid and consequently 
no decision was taken on it 

However at its monthly meeting the 
panchayat resolved unanimously that before 
granting permission/licence to Du pont, 
public opinion should be considered by 
holding a gram sabha Accordingly a gram 
sabha meeting was called on July 17, 1994 
At the gram sabha it was resolved not to 
grant permission as the project was bound 
to cause pollution to the villages of the area 
and also attcct population within a belt of 
10 km from the sue ol Nylon 6 6 plant On 
August 1,1994 the pane hayat was surprised 
to receive a letter from Gannon Dunkerly 
a fum engaged by Du pont tor development 
*ork The letter slated the firm was 
commencing such work using explosives 
which would involve blasting at the site The 
panchayat immediately informed the 
company not to carry out the operations and 
also addressed copies of complaints to the 
police station The company disregarded the 
communication 

On October 1 1994 more than 80 villagers 
signed a memorandum to the government 
protesting the damage done to their houses 
by the illegal blasting operations Despite 
inspections by the BDO and Mamlatdar no 
action was however taken against the 
company On October 6 a meeting of Du 
Pont officials local leaders and members of 
tne five panchayats in the area was held but 
Du Pont was not able to convince those 
present about the bona tide nature of its 
proposed activities On October 7, in the 
context of the rising tension m the village 
and considering the provisions of (he new 
panchayat act the sarpanch, Santosh M 
Gaudc, issued show-cause notice to Du Pont 
to stop the illegal constiuction work 
forthwith, giving the company seven days 
time to remove the illegal wall 

Du Pont however, preferred an appeal 
against the show-cause notice before the 
director of panchayats - the appellate 
authonty under the new act - and prayed 
for interim relief staying the operation of the 
panchayat notice Interim reliefwas rejected 
The appeal was fixed for hearing on October 
14 (the same day that the panchayat notice 
would expire) However, on October 12 
some 2,000 villagers, having had enough of 
the MNC’s arrogance, demolished the illegal 
wall themselves On October 14 the director 
of panchayats ordered status quo and 


thereafter proceeded to hear the appeal Du 
Pont argued that (1) the show-cause notice 
was issued by the sarpanch in his personal 
capacity and without the backing of a 
resolution from the panchayat, (2) Du Pont 
had a deemed permission to construct the 
wall as the panchayat had not rejected their 
application within the 60 days’ stipulated 
time The panchayat in turn argued that 
(1) a notice signed by the sarpanch could 
only be in official capacity (2) Du Pont 
could not claim deeming provisions since 
it had not submitted a complete application 
and the panchayat had repeatedly requested 
them for documents and proper evaluation 
certificate without which correct licence fees 
could not be charged 
Ihe director of panchayats passed 
judgment on November 21,1994 He upheld 
Du Pont s first contention - that powers 
relating *o demolition of unauthorised 
constructions are conferred on the panchayat 
which is a corpotatc body and not the 
sarpanch As the sarpaqch failed to produce 
a resolution of the panchayat authorising 
him to issue the show cause notice, the 
directoi accordingly quashed the said notice 
However he rejected Du Pont’s claim to 
deemed permission to construct a compound 
wall, on the ground that during the period 
when its appl ication lav before the panchayat* 
the Village Panchayat Regulations 1962 had 
been already repealed but the new panchayat 
ia) act had not yet conic into force Therefore, 
he held, there was no law in force during 
Ihe said period Htncc the question of 
deeming provisions did nol arise and the 
panchayat was moicovcr right in not decid 
ing the application tor issue of licence 
Further, the directoi of panchayats in his 
order directed the company to submit the 
conversion sanad when it was leccived to 
the panchayat upon which the panchayat 
would take a decision within 10 days 
Indirectly therefore the appellate authonty 
endoised the panchayat s claim that Du 
Pont s application u as incomplete But most 
important, the appellate authonty affirmed 
the law that the company could not pul up 
any constructions without the permission of 
the panchayat It w is generally believed at 
this stage that only the conversion sanad 
now stood in the w i\ of Du Pont and its 
factory premises Ft vironment groups thus 
readied themselves to begin court 
proceedings to challenge the Nylon 6 6 
project on environmental and other grounds 
Five of the leading environment groups in 
the state led by 'he Goa Foundation got 
together and prepared a total of three wnt 
petitions to be moved in the high court 
The first wnt pet’tion challenged the earlier 
licences given by the panchayat and also the 
directions being issued by functionaries of 
government (BDO collector, etc) to the 
panchayat to act in a particular manner It 
argued that these authorities no longer had 


any powers to issue directions to the 
panchayat after the coming into force of the 
Goa Panchayati Raj Act, 1993 The petition 
also sought a declaration from the court that 
the panchayat could only grant permissions 
fot the Du Pont factory in accordance with 
the new Panchayati Raj Act, 1993 The 
second petition challenged the land 
acquisition proceedings on the ground that 
the mandatory site selection tests had not 
been earned out To the contrary, both the 
chief town planner and the director of 
induslncs had rejected the site chosen because 
n would have disastrous consequences for 
the ecology of the area 

1 he third petition was filed on environment 
grounds and marshalled all the relevant 
arguments against the setting up of the plant 
at the Qucrifn site The petitions were filed 
in January 1995 soon after it was known that 
the deputy collector had rejected all 
arguments filed by environment groups and 
villagers against land conversion and was 
preparing to issue the conversion sanad 
On January 10 1995 the deputy collector 
finally issued the crucial sanad and thus 
cleared all obstacles m the way of Du Pont 
He was practically ordered to do so by the 
Goa government On January 11, Du Pont 
made a formal application to the panchayat 
as directed by the judgment of November 
21 1994 tor permission to construct a 
compound wall tor Nylon 6,6 factory site 
It appended the conversion sanad to the 
applu ation As perthe director of panchayat’s 
judgment, the panchayat now had 10 days 
to decide the application The 10 days’ 
stipulated time was completely unlawful 
since the director had no authonty m law 
to issue such directions The following day, 
on January 12 1995 it submitted the factory 
plans for approval of the panchayat 
As tor the anti Nylon 6,6 agitation, it 
seemed nearly the end The wnt petitions, 
the final hope against the project were 
scheduled for admission at the end of January 
On January 23 Du Pont smelling success, 
took a bus load of foreigners to the plant 
site News of the visit spread like wildfire 
and people were incensed that construction 
work would soon start against their wishes 
It was 4 pm in the afternoon and hundreds 
of people largely women, turned out on the 
lone road leading to the site to block the way 
7 he bus was accordingly turned back by the 
crowd who refused to budge from the road 
Du Pont met the chief minister and secured 
a police posse to accompany the bus That 
was the final straw The irate villagers decided 
to block the police vans and jeeps The 
police opened fire on the defenceless mob 
of largely women and youth One 25-year- 
old man was shot dead at point blank jange 
Three young women were shot in the arms 
and thighs With the unleashing of police 
violence at the instigation of the company, 
the village reacted as one and in complete 
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Fonda town was shut downfhe next 
day and the entire Du Pont office was emptied 
out into the street and set on fire. The crowd 
found suitcases full of Rs 500 notes. These 
were burnt with files and fax machines. The 
verdict of the people was by now crystal 
clear: Nylon 6,6 was not wanted at Querim. 

All eyes were now focused on the 
panchayat and how it would react to the still 
pending application before it. On January 
24, the panchayat held its meeting at the 
Querim office, with hundreds of villagers 
waiting outside for the verdict. The meeting 
lasted three hours and at the end of it, the 
panchayat minutes read as follows. 

On this (Nylon 6,6 factory) there was a lot 
of discussions and thinking and it was 
unanimously decided by all members that 
as in the present situation there is an anti- 
Nylon 6,6 wave in the village and outside 
the village everywhere. It has been decided 
that the plant is not wanted in the village. 
Therefore this panchayat now resolves os below: 
As the plant is not accepted in the village 
the files of compound wall and of building 
construction are rejected. 

Resolution passed unanimously. 

By its resolution, the Querim panchayat 
rejected both Du Pont’s application dated 
January 12 to construct the factory and the 
January 11 application to raise the compound 
wall. The news spread like wildfire. People 
were jubilant, but shock waves went through 
officialdom in the state. Could a mere 
panchayat reject a huge plant which had 
received all the required approvals and 
clearances from state and central 
governments and which claimed to bring the 
country new technology? 1$ this what 
panchayati raj was all about? The stage was 
now set for another litigation and 
interpretation of the law. 

There were a few criticisms that the 
resolution passed by the panchayat shelving 
the project was too brief and did not record 
the reasons why the panchayat had rejected 
the proposals. A few months later, before 
a general body meeting of the sabha was 
scheduled, a detailed resolution was passed 
by the Querim panchayat giving the reasons 
for its rejection of the Du Pont plant earlier 
that year. The following is the text of the 
additional resolution passed by the panchayat 
on May 7, 1905: 

Resolved that permission for the construction 
of compound wall and other buildings to 
Thapar Du Pont company has been rejected 
for the following reasons: 

(1) If the Nylon 6,6 project comes up, 
development of the village will not take 
place in the direction the panchayat has 
envisaged for holistic development. 

(2) The Goa government had appointed a 
house committee regarding Nylon 6,6 project 
of Thapar Du Pont company. According to 
the recommendations of this Committee this 
project is not good for Querim or any other 
place in Goa. The Panchayat is accepting 


the report of this CommUtee. lnviewof thi^ 
project should not come in this Panchayat 
area the permission for compound wall and 
other buildings has been rejected. 

(3) If this Nylon 6,6 project comes up the 
beauty of the village and the natural beauty 
will get damaged. This village has a place 
on the map of Goa as an area blessed with 
nature's beauty. This is likely to be lost. 

(4) Instead of Nylon 6,6 project at 
Bhutkhamb, if smaller units processing the 
local produce as raw material are set up, it 
will give more employment to the village 
people and will not damage the environment 
and natural beauty. 

(5) As per opinion spelt out by Chief Town 
Planner and Director of Industries, the Nylon 
6,6 plant if set up in this area, will damage 
the ecology of the Panchayat area. 

(6) Members of the Panchay aland the officers 
of the company hod a joint meeting at Marcela 
on January 6, 1994. On that occasion the 
officers of the company could not give 
justifying reply to the points raised by the 
Panchayat members. 

Taking into account all this, and the welfare 
of the village this resolution has been passed 
unanimously without any pressure from 
anybody. 

Resolution passed unanimously. 

The panchayal was firm in its opinion that 
under the new Panchayat Act, it had the 
power to reject a factory even if the factory 
had been approved by government. The 
panchayat’s legal advisers were relying on 
a significant judgment of the Bombay High 
Court in Gaidar vs Panjim Planning and 
Development Authority and some judgments 
of the supreme court. These judgments 
declared that as far as planning was 
concerned, when a new law came into force, 
the new law and its requirements would 
apply and all earlier permissions would be 
subject to the requirements of the new law. 

In other words all development which 
commences after the new law has come into 
force and also activities which might have 
commenced before such notification but are 
still being carried on have to comply with 
the planned development as envisaged under 
the new act. Since the 73rd Constitutional 
Amendment makes it clear that the power 
and duty to plan for the development of the 
villages in their jurisdiction rests with the 
panchayat. It follows that projects which are 
not in consonance with the Outline 
Development Plans prepared by the 
panchayat for the area can be vetoed on the 
ground that they do not fit into the scheme of 
planned development drawn up for the area. 

The sequence of events threw Du Pont 
into complete disarray. It was now the 
company’s burden to file writ petitions and 
appeals, which it soon did since competent 
lawyers and high legal fees were nodeterrent 
for the multinational. It initiated three legal 
actions: (1) It appealed the resolution of the 
panchayat dated January 24,1995 rejecting 
permission to construct the factory, before 


the director of panchayats. (ijftfiledawrit 
petition in the high court challenging the 
earlier judgment of thedirectorofpanchayats 
dated November21,1994which had rejected 
its arguments that it had a deeming provision 
to construct the compound wall. 
Simultaneously, it challenged the panchayat 
resolution dated January 24, 1995 which 
rejected the construction of factory wall. (3) 
It filed a second writ petition in the high 
court challenging the power given to the 
panchayat to decide on permissions for factory 
buildings, as ultra vires the construction. 

I will now take each case separately and 
highlight the legal issues therein. Before 
that, some of the clauses of the Goa Panchayat 
Raj Act need lo be briefly explained: One 
of the important clauses inserted in the Act 
is Section 68 which categorically states: "No 
person shall without the permission of the 
Panchayat and except in accordance with 
conditions specified in such permission (a) 
construct or establish any factory, workshop 
or work place in which it is proposed to 
employ steam power, water power or any 
other electrical power; or (b) Install in any 
premises any machinery or manufacturing 
plant driven by any power as aforesaid not 
being machinery or manufacturing plant 
exempted by rules made by the government 
under this Act." 

This was an entirely new provision and 
it gave the panchayat power to decide whether 
it wanted a factory within the jurisdiction 
of the village or not. Section 72 allowed 
appeals from any order passed u/s 68 but 
these must be made before the chief executive 
officer notified under the act. 

The law relating to constructions in general 
is contained in section 66 which states: 
"Subject to such rules as may be prescribed 
no person shall erect any building or alter 
or add to any existing buildings or reconstruct 
any building without the written permission 
of the panchayat." The section further states: 
"If the Panchayat does not within 60 days 
from the receipt ol the application determine 
whether such permission should be given or 
not and communicate its decision to the 
applicant, such permission shall be deemed 
to have been given and the applicant may 
proceed to execute the work, but not so as 
to contravene any of the provisions or rules 
under this Act." An appeal from an order 
passed u/s 66 would lie before the director 
of panchayats. Section 66 was very similar 
to the provisions of the earlier Village 
Panchayat Regulations 1962, but section 68 
was brand new and as far as regulating 
village development goes, it was simply 
without precedent. In fact, in the Goa 
Industrial Development Act, a section per¬ 
mitted the Industrial Development Cor¬ 
poration to overrule any objection Bled by 
any panchayat regarding the location of an 
industry within its jurisdiction. That section 
was now no longer valid in view of the new 
section 68 of the Panchayati Raj Act, 1993. 
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Du Font's Appeal 

Du Pont appealed the resolution of the 
panchayat to reject the factory construction 
onthefollowinggrounds: (1) After all licences 
and permissions from statutory authorities 
had been obtained and land had been acquired 
for the project, it was not possible for a 
panchayat of a village to reject such a project; 
(2) The company had not sought permission 
u/s 68 but only u/s 66. Once construction 
licence for buildings was received the 
company would certainly make the applica¬ 
tion u/s 68 which in any case was a formality 
as permission would have to be granted. 

The panchayat in its affidavit (1) raised 
preliminary objections to the appeal being 
filed before the director of panchayats. It 
pointed out the director had no jurisdiction 
to hear the appeal because the application 
of the company had to he and was considered 
by the panchayat u/s 68 as it pertained to 
factory construction. An application decided 
u/s 68 could only be appealed before the 
chief executive officer and not the director 
of panchayats. (It may be noted here that the 
chief executive officer and zilla pari shads 
had not yet been set up under the act.) (2) 
As m the merits of the appeal, the panchayat 
pointed out that section 68 was indeed fully 
applicable to the construction sought to be 
raised as it was a factory premises. Hence 
it was first necessary for the panchayat to 
decide whether or not permission is to be 
granted for the establishment of factories 
(section 68). The question of issuing 
permission for the construction ot buildings 
(section 66) would apply only thereafter. In 
an important order, Ihedirector of panchayats 
accepted both the arguments of the pan¬ 
chayat, ruling that the appeal was filed in the 
wrong forum and also that when any person 
intends to establish a factory in the jurisdiction 
of the panchayat, permission u/s section 68 
is mandatory. The panchayat had won the 
first round. 

The first writ petition filed by Du Pont 
in the high court challenged the earlier 
judgment and order of the director of 
panchayats dated November 21,1994 which 
had rejected deeming provisions as applicable 
to the compound wall of the company. 
Simultaneously, the petition sought quashing 
of the resolution of the panchayat dated 
January 24,1995 rejecting permission to Du 
Pont to construct a compound wall on the 
following grounds: 

(1) The director of panchayats in his order 
had directed Du Pont to submit conversion 
sanad after which the panchayat had to merely 
dispose of the company’s application. In 
other words, once conversion sanad was 
submitted, the panchayat had no alternative 
but to grant permission. 

(2) The panchayat resolution dated January 
24,1995 also referred to an anti-Nylon wave 
as a cause for the rejection of the proposed 
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factory. This the company claimed was an 
extraneous consideration since a factory or 
project could only be rejected for reasons 
intrinsic to the scheme of the act. Hence the 
panchayat resolution was liable to be quashed. 

The panchayat in its turn argued that it 
was too late to challenge the judgment of 
the director of panchayat, as Du Pont has 
aleady submitted to the order by making the 
fresh application dated January 11,1995 for 
permission for the wall and factory. Thus 
the company had closed its options to appeal. 

On merits, it advanced the arguments (1) 
that deeming provisions could not apply to 
the company's original application of June 
1994 since at the time the application was 
made, the relevant conversion sanad (per¬ 
mitting change of use from agriculture to 
non-agriculture) had not been issued by the 
deputy collector. Moreover the panchayat 
was aware that conversion sanad had been 
rejected twice earlier by the same authority. 

(2) The resolution of January 24, 1995 
was necessarily brief and it recorded only 
the final conclusion of the discussions during 
which several aspects of the proposal 
including the past record of the company, 
the situation prevailing in the jurisdiction of 
the panchayat, and the panchayat’s own 
responsibility to prepare for the planned 
development of the village were considered 
and it was only after a lengthy debate that 
the decision to reject the factory was taken. 
Since the application tor the factory was 
rejected, where was the necessity to permit 
a factory wall to be constructed? 

The'high £6urt accepted in toto the 
panchayat’s argument regarding deeming 
provisions not being applicable to the 
construction of Du Pont’s wall. It held that 
no valid permission could obtain from any 
panchayat, deemed or otherwise, in the 
absence of a conversion sanad. The court 
however held that now that the company had 
obtained conversion sanad, it did have a 
right at the vey least to protect its property 
with a wall (even if it had now decided to 
take the factory elsewhere). The court 
therefore issued a writ of mandamus to the 
panchayat to grant permission for a wall to 
encompass 3,00,675 sq m only as parti¬ 
cularised in the conversion sanad on the 
condition that Du Pont comply with all the 
rules applicable. The court did not permit 
the company to raise a wall around the entire 
12,32,000 sq m property, as the company 
had sought in its application. The court also 
recorded that the permission to construct a 
compound wall did not imply that the 
company was automatically authorised to 
use the land for any industrial project. The 
company neyer followed up the matter and 
the wall has never been constructed. 

The second petition filed belatedly by Du 
Pont in the high court to challenge the vires 
of section 68 of the Panchayati Raj Act was 
dismissed as withdrawn, as Du Pont had by 


then informed the court it hid decided to 


shift the plant out of Goa. 

The three petitions filed by theenvironment 
groups were also withdrawn as their subject 
matter had become of mere academic nature. 
Once the panchayat had rejected the sice for 
the Nylon 6,6 project, there was no longer 
any need for the petitioners to agitate the 
issues of inappropriate plant siting. An 
attempt was made by the state government 
to draw the environment groups into a round 
of negotiations with Du Pont during the 
pendency of the petitions by suggesting that 
a committee be set up to examine the project 
de novo and in which the NGOs could 
participate fully. However, the environment 
groups unanimously rejected this suggestion, 
as in their opinion there was no further need 
of committees. They assured the court they 
stood by the decision of the people of Querim 
as reflected in the panchayat resolution that 
sent Du Pont out of the state. Thus, it was 
panchayati raj under the 73rd constitutional 
amendment which ultimately saved Querim 
and Goa from Du Pont. 

The fact that a multinational company, the 
largest American chemical multinational, 
had to submit to the decision of a panchayat 
sent shock waves through the ruling elite. 
Some of the members of the legislative 
assembly criticised the new development 
though they were in the assembly when the 
act was passed. One votary of Du Pont 
went to the extent of declaiming: “Who does 
the sarpanch of Querim Panchayat think 
he is? Is he the prime minister of India?” If 
that indeed is the truth of the matter, it was 
easy to understand why MLAs felt threatened. 
For the local people however it was a clear 
victory. 

Barely a month later, another factory, the 
Binani Zinc plant, was also nearly shown 
the door when a public interest petition was 
tiled challenging the constructions of the 
factory when it had not received permission 
u/s 68. In this case. too. even though the 
panchayat eventually succumbed to political 
pressures and granted permission u/s 68, it 
was clear that industries wanting to set up 
shop within village jurisdictions were now 
required to get more than just formal consent 
before they attempted business. 

The 73rd Constitutional Amendment 
could thus be used by panchayats to locate 
industries within their development plans 
and reject industry proposals if these are not 
in harmony with existing plans. It has thus 
given panchayats for the first lime the option 
to be selective about the industries they may 
wish to allow within their jurisdiction. That 
indeed is the lesson, if any, of the successful 
struggle of panchayati raj vs state raj and 
MNC raj. 


[Paper presented at the National Workshop on 
Grassroots Democracy and the Threat to Survival: 
Agenda for Voluntary Associations and Panchayat 
Raj Institutions', December 21-22, 1995.] 
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REVIEWS 


A 


A Kind of ‘Modernity’ 

G P Deshpande 

* 

Mosaic of Modern Culture edited by Sujata Patel and Alice Thorner, Oxford 
University Press, Mumbai, 1995, pp xxxiv+235, Rs 495 


THIS is second of the two volumes which 
bnngtogether papers presented at a workshop 
held in Mumbai from December 16 to 19, 
1992 The editors say in the preface that the 
two volumes arose from the workshop 
implying that some revision and rewriting 
has happened since the workshop It has 
papers divided in three sections The first 
consists of two papers and deals with the 
19th century The second relates to 
intellectual and cultural history The third 
relates to theatre, cinema and painting A 
substantial book rather substantially priced 
It is difficult to react to this book When 
a book has among us editors a person of the 
standing and reputation ol Alice Thorner 
one is considerably constrained in 
commenting on that book Alice Thorner 
has a sympathy for and an understanding of 
India which will remain a subject ot one’s 
admiration and i espcct Besides the editor( s) 
can do then best only if the contributors 
help Clearly they have not At least some 
of them have not 

It is not our intention to discuss each of 
the 12 essays included m this volume Some 
of them are indeed excellent But these essays 
together do not make a homogeneous work 
They do not quite give you a mosaic of the 
city at all It is a patchwork of colours 
unsatisfactory from every point of view 
more like' the footsteps of geese on snow” 
to borrow a line from a 17th century Chinese 
poem Some of these questionable footsteps 
will be referred to in this review In other 
words papers like J V Naik s on Bombay's 
intellectual life in the 19th century or Meera 
Kosambi s on Bntish Bombay and Marathi 
Mumbai will not be discussed They are 
excellent, well-researched hut do not quite 
belong to this volume Dalmia’s paper on 
painting belongs here but painug is not our 
subject Nor is architecture 
Mardhekar was the greatest name ot 
modem Marathi poetry His ouevre relating 
to life in Bombay is both impressive and 
memorable One cannot think of Bombay 
and Marathi poetry without remembering a 
line like 

Sakali uthoni chaha coffee ghyavi 
twarene gathavi veezgaadt 
dati tnn ghyave huzur mhanun 
The ubiquitous suburban irain, the 
unending hurry and the slavish submission 
to the boss This is what the poem is talking 
about There is hardly any other city where 


man’s slavery to institutions and his 
internalisation of the same would be such 
a frightening reality Mardhekar captures 
that hurry, that fear and that ultimate 
submission a typical Bombay trinity - the 
secular trinity of the modem world 
Keshavsut wrote the first poem of a 
working class man (‘mazoor’) in any 
language of India including Indian English 
When he wrote that poem Bombay was the 
only working class city It was thus a poem 
of the working class, i c, of a ‘mazoor’ ot 
Bombay SurveandhisLokVangmayaGnha 
have brought about a collection of poems 
(in Marathi) of and to the working class It 
opens with Keshavsut's poem that we are 
talking about The strange thing is that the 
volume undei review which has two essays 
on poetry docs not even mention Mardhekar 
or Keshavsut 1 am sure, Nissim Ezekiel, 
Narayan Survc, Dhasal and Suresh Dalai, all 
included in this volume will agree that you 
cannot lorgct Mardhekar and discuss poetry 
and Bombay Keshavsut is much too old tor 
our new writers perhaps A first poem on 
the woiking class would have deserved at 
least a passing reference in a volume like 
this, one would have thought But obviously 
that is not the case It people can forget 
Mardhekar they are entitled to forget 
Keshavsut except that such forgetfulness 
makes for bad writing 
Whai is Dalit Literature 7 Docs everything 
written by 'lanmadahts (Dalits by birth) 
become Dalit Literature 9 Is Survc a Dalit 
poet } Do the Dalits accept that description ’ 
why does Patthc Bapurao, a Kulkarni, i e, 
a Brahmin by birth, figure in an essay on 
Bombay m Dalit Literature 9 Is the 
explanation that Parasaram was a Shim pi, 
i e, a Sudra, i e, a Dalit, really adequate 9 
Would the Dalits even accept Lavani (no 
matter how beautiful) as a form of Dalit 
writing 7 All the above questions should 
have ‘no' for an answer But the essay on 
Bombay in Dalit Literature would not even 
stop to consider these questions It is enough 
tor its purpose that Patthe Bapu’s audience 
was Dalit and non-Dali* “His identification 
with popular culture and his standing among 
the rural Marathi-speaking masses makes it 
appropriate to take account of his lavani ** 
Perhaps How does it make it Dahl Literature 9 
Or is it the case that popular ‘culture’ and 
‘standing among the rural Marathi-speaking 
masses’ make anything ‘Dalit’ 9 


Dali t Literature was indeed a breakthrough 
But what makes anyone believe that it was 
“an authentic breakthrough in an otherwise 
dreary literary scene’’ 9 Nemade, Kolatkar, 
Pathar, Chitre, Grace, Tendulkar, Alekar, 
Elkunchwar These are some of the non- 
Dalit names that easily come to one’s mind 
Grace, m fact, is apeculiarexample Although 
a ‘janmadaht’, his poetry is anything but 
Dalit Why make a loose statement about the 
entire J iterary scene to celebrate Dalit writing 9 
Like a good cosmopolitan citizen of Mumbai, 
Roshan Shaham thinks of Mahasveta Devi 
of Bengal She has obviously not heard of 
a writer like Bhau Padhyc who also writes 
of people “who are on the periphery of the 
city, shunted aside by class caste and gender” 
May be, “regional language writing does not 
occupy the same global spat es’ as Mahasveta 
Devi's writing does* Anyway a major force 
like Bhau Padhye is ou f 
No, it is not a problem ot who is left in 
and out If Keshavsut and Mardhekar are 
out, anybody could be These arc examples 
of total ahistonuty and lack of feel or 
understanding of literature in at least one 
major language ot that city Ihis has 
happened ptobably because everyone 
believes like Vidyut Bhag\ at that non Dalit 
Liteidture of modernity is ‘dreary’ It does 
not quite qualify for ‘global [read English 
speaking and reading modem Indians] 
recognition” This kind ol approach raises 
an interesting question Let us grant that 
somebody can actually take that position 
But then it postulates a contradiction between 
bourgeois and petty bourgeois (or savama , 
if you will) modernity and the Dalit revolt 
Is it right to believe that 7 What does one 
make o! Mahasveta Devi and Bhau Padhyc, 
two very different authors 9 At least this 
question should have been posed Shaham 
has posed it indirectly But lor her Rushdie 
can claim global space Arun Kolatkar (not 
being a Dalit) presumably cannot V Bhagvat 
seems to agree A strange argument m our 
view Because it seems to jettison the moder¬ 
nity project except m Indo- Anglian literature 
Modern literature is modernity of the Indo- 
Anghans or cthno-hterature ot the Dalits' 
There is some confusion in all this AH 
essays on literature and theatre seem to carry 
it, with the difference that the essays on 
literature seem to exclude some writers and 
poets for wrong reasons and include some 
for equally wrong reasons They do not 
address themselves to the mam problem 
which is not only Mumbai’s problem 
Mumbai provides the supreme example of 
that problem - the problem of modernity 
That project is not and should not be dead 
The essay on theatre does not even show any 
awareness of it either The introduction 
dismisses the post-Sangeet Natak drama in 


1662 


Economic and Political Weekly June 29,1996 




Marathi theatrebecauseh u c«credtoasinglc 
community'* and 'the language became a 
barrier” This was nevei true It is not true 
even now That theatre would cater to “a 
single community" (in the main) is obvious 
It does so all over the world But language 
becoming a barrier is simply not right* at 
least not so far But then that’s scarcely the 
issue The question is whether plays like 
‘Gidhade’ or ‘Mahamrvan’ or ‘Uddhwasta 
Dharmshala' provided a “compelling thrust 
towards modem Indian" theatre, to borrow 
Dalmia’s words on modem Indian art 


INTERNATIONAL Food Policy Research 
Institute (IFPRI) Washington DC has 
evinced keen interest in the irugated 
agriculture of India This is as it should be 
irrigated agriculture has been the dominant 
source of expansion m food supplies the 
world over Five years earlier IFPRI had 
brought out a volume entitled Future 
Directions for Indian Inigation Research 
and Polus Issues , a collection of papers 
presented at a workshop organised by it m 
India 7 his was edited (jointly with Ruth 
Mein7en Dick) by Mark Svendsen, one of 
the co editors of the new volume under 
review here (he is joint author of many 
papers also) Whereas the first volume was 
essentially an outcome of invited 
contributions from diverse scholars of Indian 
irrigation, the second volume is based on 
sustained research work sponsored by IFPRI 
- in collaboration with the Indian Council 
o* Agricultural Reseaich (ICAR) - and 
earned out by many researchers at vanous 
research institutions in India and by IFPRI’s 
own researchers Hence this volume is a 
noteworth) addition to the growing literature 
on Indian irrigation and it deserves much 
wider attention and critical appreciation 
because of its pi hey implic ations on a numbei 
of issues and problems in Indian irrigation 
The overall objective of the IFPRI-ICAR 
research programme, spread over six years, 
was “to provide guidance on policies needed 
to ensure that agricultural growth would 
accelerate to better meet futuie food, 
employment, and income earnings needs m 
India, while becoming more cost efficient 
more beneficial to the poor, and more 
compatible with the sustainable management 
of natural resources” The research agenda 
was developed after detailed consultations 
among sponsonng bodies, participating 
institutions and policy-makers Five areas 
were thus identified for intensive policy 
research Research was undertaken through 


When themock^ty-prq^ect finis to surface 
in the mosaic, it is small wonder that 
Sitaswayamwara belongs to Mahabharata 
and not to the Ramayana Not surprisingly, 
the beginning of the history of Marathi theatre 
is placed at 1853 instead of 1843 Perhaps, 
nothing is surprising after all If the arts are 
not discussed in terms of modernity, 
historical categories disappear When 
historical categories disappear, dates do not 
matter Even the ’mosaic* does not matter 
because one does not know what is exactly 
’modem’ in this ’modem culture’ 


40 individual research studies involving 10 
IFPRI researchers and about 50collaborating 
researchers m India The results of such 
research were presented at a workshop in 
New Delhi m May 1994, and again at a 
policy seminar later in December 
The volume under review consists of five 
parts with 16 papers or chapters Besides, 
a joint Foreword by the heads of the two 
sponsonng institutions(i c,l€ARand IFPRI) 
and a Preface by the two editors, there is 
a General Preface to the volume by C H 
HanumanthaRao and AshokGulati drawing 
attention to the emerging perspectives and 
policy issues in Indian agnculture There is 
an extensive Bibliography at the end, but no 
Index Though there is no chapter giving a 
summary view of the research results and 
policy recommendations, chapter 1 can 
partially serve this purpose The pari 1, 
entitled ’The Context of Change*, consists 
of two papers (1) A Research-based Vision 
of the Future* by Svendsen and Gulati and 
(2) The Evolution of Large Irrigation 
Systems ABnefLookaitheSoneCommand, 
1850 to 1992’ by Svendsen and Basawan 
Smha The first paper is intended to integrate 
the results of the va ious studies of the 
1CAR-IFPRI research programme and to pre 
sent their results as a set of policy recommcn 
dations While doing >o, important problems 
of the Indian irrigation sector are delineated 
m the new context o* economic reforms and 
liberalised international trade context 
Probably for the first time in this volume 
we come across an estimate of cumulative 
real investment in major and medium 
irrigation (i c, public canal irrigation) of the 
order of Rs 60,000 crore at constant pnees 
of 1988-89 Without bringing Five-Year 
Plan statistics of investments on irrigation 
at constant pntes, one does not get a true 
measure of real investments when pnee 
inflation has persisted over time Scores of 
writers on the Indian irrigation sector have 


misMd fhetttaelves as wdU as their readers* 
wittingly or otherwise* by comparing plan* 
to-plan nse m outlays on irrigation without 
bringing such outlays first on constant pnees 

According to the authors, the real 
investments in irrigation on public account 
(not on private account as inadvertently 
pnnted m the volume on p 4) have been 
declining at the rate of 1 73 per cent per 
annum since the beginning of the Sixth Five- 
Year Plan This declining tendency is a 
cause for concern because it is leading to 
a slow down in the expansion of irrigation 
base of the Indian agnculture sector Without 
a corresponding slow-down in population 
expansion, we could be in trouble m the 
years ahead After all, capacity in public 
irrigation investments can materialise with 
a lag of five years or more *We must not 
forget that it is the compulsion of population 
pressure (i e, relentless growth of population) 
that put irrigation sector in the centre of 
scheme of things for speedy development 
of our agnculture since our independence 
No doubt we must put more resources in 
maintaining existing ungation assets in good 
shape and also evolve newer institutions for 
raising the productivity of such assets Pnce 
correctives especially in the pncing of 
imgation water and of clectntity used in 
irrigation pumps, would go a long way in 
raising resource efficiency, resource 
sustainability and in generating the much 
needed financial wherewithal for routine 
repair preventive maintenance and timely 
rehabilitation of irrigation works 

Svendsen and Gulati recommend increase 
in private investments m irrigation m the 
following select reinforcing manner 
’’Eastern India is endowed with ample 
applies of f re* h groundwatcrand is currently 
experiencing a second green revolution A 
laige-scalc credit drive should be launched 
to exploit the groundwater potential of this 
region Necessary concomitant with this *s 
the continued encouragement of private 
sector involvement in power generation 
Tubewel! credit should also be targeted at 
the command areas of canals and tanks Here 
it will help keeping waterlogging and salinity 
problems m check while providing better 
water control, higher yields, and a wider 
range ol crop choices In and and semi-and 
regions particularly where there is some 
experience with higher value crops, credit 
for drip and spnnkler equipment should be 
provided In addition, research and extension 
services in target areas should develop the 
capacity to provide sound advice for dnp- 
irrigated horticultural crops The scope for 
this water-saving tec hnology seemsbnghtest 
for horticulture and flonculturc in states like 
Maharashtra, Andhra Pradesh and 
Karnataka" (p 12) 

’Bncf Look at the Sone Command* is 
quite a fascinating account that should interest 
readers with a historical bent of mind There 


Getting More Out of Irrigation 

B D Dhawan 

Strategic Change in Indian Irrigation edited hy Mark Svendsen and Ashok 
Gulati, Macmillan India New Delhi, 1995, pp 368 + xxi, Rs 430 
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age useful lessons to be learnt from historical 
probes One of the lessons emerging from 
the story of the Sone irrigation project is that 
development of large canal systems does not 
inevitably lead to environmental degradation 
(in the form ot waterlogging and soil 
sahmsation) despite a century of irrigated 
agriculture The second lesson is that gross 
underpricing of canal waters has two telling 
consequences (1) underfunding of repair 
and maintenance of works and (2) gross 
undergeneration of surplus funds required 
afterwards for rehabilitation and replacement 
needs of a project (the replacement 
investment for the Rs 3 crore Sonc project 
today may be of the order of Rs 750 crore) 
Three papers in the part II, all jointly 
authored by Svendsen, Gulati and Nandim 
Roy Choudhury focus on the subject ot 
costs ot canal irrigation development 1 hese 
costs have lately atti acted the attention of 
scholars for a variety of reasons big dam 
controversy pricing of canal waters 
environmental costs of developing ungated 
agnculture rise in irrigation proiect costs 
due to pnee inflation and rent seeking (bribery 
component) by irrigation project impic 
mentors and admmisiiators etc As a matter 
ot fact out understanding of the true costs 
of irrigation development in India has not 
been very >ati lactory Price inflation has 
beenamajoi bui die in grasping what exactly 
are real costs of irrigation development 
Capital cost data, when unadjusted for price 
inflation suggest as if unit capital cost ot 
canal irrigation development has risen by a 
factor ot 25 or so over the planning period 
But the real cost rise (that reflects true 
resoun e cost net ol price nse at the rate of 
about 10 per cent per annum) is hardly one 
tenth, i e about 2 5 times since the First 
Five Year Plan (DM 55) 

* By analysing actual investment data for 
major and medium ungation projects the 
authors have done a niajoi cost txerusc 
whereby not only pnee inflation effects on 
nominal capital costs have been duly removed 
through appropriate puce deflators speu 
fically prepared tor the purpose, but implicit 
interest costs due to the long gestation period 
ot irrigation projects are duly reckoned with 
The costs of the gestation period are presently 
not capitalised by the irrigation authonties 
(in British times these were duly reckoned 
with by including actual interest costs on 
borrowed funds of the gestation period by 
computing a notional figure called sum at 
charge) Their exclusion tantamounts to 
underestimating true capita] cost of irrigation 
development by 50 per cent (i c, these are 
of comparable magnitude to that of actual 
capital outlays on irrigation projects) 
Once we duly reckon with apparent and 
not-so-apparent costs of irrigation develop 
ment (such as loss ot forest cover due to dam 
submergence), we are confronted with the 
harsh reality that irrigation is a high cost 


service This in turn would give rise to 
nagging questions about (a) the economic 
viability of investments in irrigation 
development and (b) the problem of cost 
recovery from beneficiary fanners Maybe 
we also need to have a more careful 
assessment of the benefits resulting from 
imgdtion e g, hitherto, stability gams in 
farm incomes consumption and production 
in the wake ot dryland farmers getting access 
to canal waters have not been duly worked 
out in momentary terms Likewise, we mav 
have to reckon with the possibility that all 
irrigation costs cannot he recovered from 
farmers alone 

Improving Irrigation Management’ is the 
title assigned to the four papers in the part 
111 of the volume K Palamsami, R Meinzen- 
Dick and Svendsen focus on the conjunctive 
use of tank and groundwater in Tamil Nadu 
Two types ol tanks from the erstwhile 
Ramnad district are selected for studying the 
following asfiects 

(1) the performance of tanks over time 

(2) trends in water availability input use 
and rice yields and 

(3) the impact of supplemental well water 
on rice Yield 

Their results show that tanks are an 
undependable source of irrigation for 9 out 
ot 10 years This is partly due to high year 
to year variations in rainfall precipitation in 
the local limited catchment of a tank (as 
compared to a big nver) and partly due to 
loss of irrigation capacity (30 per cent) 
because ot tank bed siltation and its 
encroachment These harsh facts ot ground 
icality may dishearten those who subscribe 
to the maxim small is beautiful The paper 
underlines the useful roleot well water (much 
of it is seeped m tank water) in raising nee 
yield in tank commands Ihe vital 
contribution of conjunctive use ot surface 
water and groundwater is further highlighted 
inMeinzen Dick’s paper on Sone Command 
of Bihar wherein she underscores with the 
help ot survey data from 195 farmers the 
critical role of timeliness of irrigation in 
modern irrigated agriculture 

Theother two papers m pai t HI are drought- 
related Charles Rodgers and Svendsen 
briefly explore the meaning and dimensions 
of a drought in their paper 'Deciphering 
Drought in South India' How groundwater 
reserves can be used as a buffer for coping 
with surface water shortages during a drought 
is pointed out In 'Coping with Drought- 
Induced Water Scarcity in Large Irrigation 
Systems in Tamil Nadu L P Swammathan 
and Meinzen Dick analyse the household 
expenence of Penyar and Lower Bhavam 
Projects with the focus on the following 
aspects 

(1) nsk reduction strategies prior to the 
onset ot a drought 

(2) nsk management strategies dunng a 
drought and 


(3) coping strategies for dealing with 
consequences of a drought 

There are four papers in the pait IV, which 
focus on the bugbear of all ungation planners, 
namely, lmgation-tnduced salinity PKJoshi 
and N K Tyagi first offer an excellent review 
of salt-affected and waterlogged soils m 
India Thereafter m the subsequent three 
papers written in joint authorship with 
Svendsen, they focus on (1) measurement 
oi crop damage due to soil salinity, (2) cost 
effectiveness of salinity control measures, 
and (3) farmers’ management strategies for 
coping with soil salinity It is apprehended 
that canal-irrigated areas in and and semi- 
and regions will expenence increasing soil- 
salinity problems notwithstanding the 
difficulties in getting a precise measurement 
of the problem States most at nsk arc 
Rajasthan Haryana Maharashtra parts of 
Uttar Pradesh and coastal tracts of western 
India where the threat emanates not from 
canal irrigation development but from over 
exploitation of groundwater resources 

In the concluding part V enticingly titled 
The Way Forward’ we have two papers 
on institutional changes relevant tor im 
gallon sector Shashi Kolavalli Amai 
Kalro Gopal Naik and Nitin Shah study 
two cases of joint management of two 
medium irrigation projects (each with a 
command area between 2 000 and 10000 
hectares) ol Gujarat namely Mcshow 
Reservoir System and Phophal Irrigation 
System Whatarc the lessons > Two elements 
appear to have the potential tor improving 
performance m irrigation systems clear and 
simple goals and balanced pressure by users 
on the system managers to pursue goals that 
are consistent with publicly derived goals” 
Can this happen m the absence of literacy 
among farmers and can we attain balanced 
pressure when landholdings are grossly 
uneven > 

Gulati, Svendsen and Nandim Choudhury 
arc concern* d in their paper Institutional 
Reforms for Better Cost Recovery and 
Efficiency in Indian Canal Irrigation’ with 
the possibility of developing viable alter¬ 
natives foi financial recovery in major and 
medium irrigation works They take a close 
look at different institutions for cost re¬ 
covery that have developed in different states 
of the country and m selected countries 
elsewhere m the world As regards India 
they observe that the primary focus has been 
on involving farmers’ participation in better 
water management, much less on the critical 
problem of cost recovery They would like 
farmers' stakes in ungation works to be 
raised by conferring on them some degree 
of co-ownership m the irrigation system 
Given the high capital cost of canal ungation 
today (Rs 70,000 per ha), how much should 
we realistically expect a farmer owning 
typically one hectare area to contnbute 
towards capital cost recovery in one go 7 
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Structural Adjustment, Food Security and System 
of Public Distribution of Food 

Madhura Swaminathan 

In many countries a reduction in food subsidies has occ urredas part of programmes of orthodox structural adjustment 
and has adversely affected consumption and nutrition In India , too, consumer food subsidies have fallen since 1991 
The reduction in food subsidies has come about despite little change in the budgetary allocation to food subsidy \ 
by means of sharp price increases for commodities sold in fair-price shops , by a fall in quantities supplied to the 
system of public distribution, and by a reduction in entitlements in certain cases In a period of low growth and 
high inflation , the public distribution system failed to ensure that the prices of major food staples were low and stable 


Introduction 

THE large majority of India s population 
does not have regular and assured access to 
adequate quantities of food Hunger and 
malnutrition are widespread and there are 
areas of the country where deaths by 
starvation occur every year Average cereal 
consumption per capita is low and has 
declined since the 1950s 'While government 
interventions have succeeded to a large 
extent, in averting large scale famines in 
independent India the problem of chronic 
hunger persists 1 

There are four major forms of intervention 
by government in foodgrain markets in India 
First there is a system of public procurement 
of foodgrain and of support prices for major 
foodgiains and other selected commodities 
Secondly the state manages food stocks 
through storage and buffer stock operations 
Thirdly there is a state guided system of 
delivery of cheap food known as the public 
distribution system or PDS Fourthly 
government intervenes in trade there are 
legal controls on hoarding and other aspects 
of internal trade and restrictions on external 
trade Direct interventions in foodgrain 
markets m the form of procurement and 
distribution, are undertaken by the Food 
Corporation of India on behalf of the central 
government The responsibility for imple¬ 
mentation, monitonng and for enforcement 
of legal provisions relating to public delivery, 
however, rests with the state governments 1 

In many parts of India today, the public 
distribution system is supposed to be 
universal, and all households rural and urban, 
with a registered residential address are 
eligible for a ration card 4 The ration card 
entitles households to buy fixed rations of 
selected commodities at subsidised prices 
The selected commodihes are made available 
through a network of fair-pnce shops The 
six essential commodities supplied through 
the PDS are nee, wheat, sugar, edible oils. 


kerosene and coal (soft coke) 3 In 1994 
according to official records, there were 
4,23 000 fair-price shops in the country 
(3,24,000 rural shops and 99,000 urban 
shops) 6 These shops were run by pnvate 
agents, by co-opcratives aqd by state 
organisations 7 

The focus of this paper is on changes in 
the PDS or the system of delivery of 
subsidised food dunng a period of 'structural 
adjustment, the penod since July 1991, 
when there have been a significant shifts in 
policies following a fiscal and balance of 
payments ensis The structure of the paper 
is as follows Section II reviews some of the 
international expencncc on changes in food 
subsidy programmes during structural 
adjustment I focus on the cases of Mexico 
and Sri Lanka Section III discusses the 
major policy changes in this regard in India 
since 1991 Section IV goes further into 
some aspects of change in the public 
distribution system and its effects on food 
secunty Section IV uses all-India data as 
well as the specific experience of the state 
of Maharashtra to examine the performance 
of the 'revamped PDS 
As the responsibility for operating the 
PDS rests with state governments there are 
significant differences across states in the 
working of the PDS I focus, in this paper 
on Maharashtra, where I live and work 
Maharashtra is an interr sting case study on 
several grounds Three features of the state 
are noteworthy First Maharashtra is a 
large and relatively advanced* state of the 
country m terms of per capita income, 
industrialisation, urbanisation and the 
developmentof infrastructure Maharashtra, 
for example, ranked thud among all states 
when ranked by real per capita net state 
domestic product in 1992-93 It ranked 
second when states were ranked by per capita 
value added in the manufacturing sector and 
it ranked first with the use of an index of 
industrial development 1 Furthermore, m the 
post-1991 period of liberalisation. 


Maharashtra has received a larger share of 
foreign direct investment than other states v 

Secondly, Maharashtra has a high 
incidence of income-poverty, particularly m 
rural areas In the last 20 years, in all Years 
for which data are available, the proportion 
of rural poor in Maharashtra has been higher 
than the all-India average (Table 1) More 
importantly, the incidence of rural poverty 
m Maharashtra increased substantially in the 
early 1990s 

Thirdly, m recent years, Maharashtra has 
experienced very high rates of inflation in 
particular m food prices and in the cost of 
living index for the rural poor (agricultural 
labourers) Data in Table 2 show the high 
rate of increase in the Consumer Price Index 
for Agricultural Labourers between 1991 
and 1995 With the exception of 1993, 
inflation m Maharashtra has been higher 
than at the all India level Further, as will 
be discussed below, even grain sold through 
the PDS in Maharashtra has very high prices 
as compared to other states of the Indian 
union Maharashtra is thus a state which is 
relatively advanced in some respects but 
continues to have high levels of poverty and 
food insecurity 

II 

International Experience 

Monetary and fiscal compression are key 
components of orthodox programmes of 
structural adjustment and stabilisation The 
experience of the last 15 20 years indicates 
that when government expenditures are cut, 
the cut falls invariably and most sharply on 
development expenditures and expenditures 
on social sectors In a large number of 
developing countries the IMF and the World 
Bank have recommended cuts in government 
subsidies, including food subsidies as part 
of a structural adjustment package 10 
Reductions in food subsidies have had 
adverseeffectson consumption and nutrition 
particularly among the poorer sections of the 
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people and have undermined efforts to 
adiieve food security in poor countries 

There are many ways of reducing food 
subsidies and different types of changes in 
programmes of food security have been 
introduced as part of programmes of 
structural adjustment in different countries 
Expenditures can be reduced, for example, 
by means of cuts m the value of subsidy per 
person or by means of targeting and a 
reduction in the number of beneficiaries, or 
by both means together In the following 
paragraphs, I attempt to summarise the 
experience of two countries Sn Lanka and 
Mexico, that cut back on food subsidies 
dunng periods of structural adjustment 

Food-rationing has a long history in Sn 
Lanka it was first introduced in 1942 as a 
relief measure dunng the war 11 From 1954, 
all individuals were entitled to two measures 
(4 lb) of ration nee per week at a low pnee 
There were changes m the scheme from time 
toUme(forexamplc from 1971 one measure 
was free and the second measure was pneed 
at one mpee), but the system continued and 
subsidies increased till the late 1970s The 
government that came to power in 1977 
introduced programmes of liberalisation and 
structural adjustment In 1979, following 
negotiations with the IMF there was a major 
change in the public food delivery system 
and a shift from a system ol quantity 
distnbution of subsidised nee to a system 
of means-tested non indexed food stamps 13 
From 1979, families with monthly incomes 
of less than Rs 300 were eligible for food 
stamps n Families with earnings between 
Rs 300 and Rs 750 were also eligible lor 
some food stamps (depending on the size 
and age composition of the family) The 
food stamps were not indexed to inflation 
With the new system of targeting the top 
half ol the population or about seven million 
persons were to be exc luded from the ration 
system Further subsidies on nee flour and 
sugar were removed and their pntes were 
raised 

These changes led to a sharp decline in 
the value of the food subsidy At 1959 pnees, 
the per capita food subsidy was Rs 62 29 
in 1979 and fell to Rs 20 72 in 1982 The 
subsidy in 1982 was roughly the same as 
in 1959-60 (Rs 20 25) Correspondingly 
there was a significant decline in government 
expenditure on food subsidies As a share 
of GDP the value of food subsidies declined 
from 6 per cent in 1979 to 2 per cent in 
1982 and even further to 1 3 per cent in 
1984 14 

The decline m food subsidies had adverse 
effects on consumption and nutrition Despite 
growth in GDP of around 5 per cent pn vate 
consumption expenditure per capita fell 
steeply between 1980 and 1984 all sectors 
suf fered a decline and the estate or plantation 
sector was the worst at fee led Data on caloric 


consumption indicate that mean calorie 
consumption fell in the urban sector, the 
estate sector and in aggregate (all sectors) 
between 1978-79 and 1981-82 The data 
also show an increase in the incidence of 
undemutrition (measured in terms of a 
minimum calorie intake) Using a measure 
of poverty based on per capita food 
expenditure, the incidence of food poverty 
increased dunng the same penod Lastly 
and most damaging, persons in the lower 
three expenditure deciles, the relatively poor, 
were the worst victims of the decline in 
levels of consumption and nutntion To 
conclude, “the burden of real cuts in the food 
subsidy budget is likely to have fallen 
disproportionately on the poor* [Anand and 
Kanbur 1991, p 80] 

It is also instructive to look at the changes 
that took place in Mexico, the country that 
tnggered the ‘debt ensis’ of the 1980s In 
1982 the Mexican government began an 
adjustment programme that involved sharp 
fiscal contraction and steep cuts in subsidies 
on basic food products 11 Between 1984 and 
1986 food subsidies were cut by more than 
80 per cent, resulting in a 100 per cent 
increase in the price of bread and tortillas, 
major staples To reduce expenditures the 
government shifted from general subsidies 
to targeted subsidies In 1984, the general 
subsidy on com tortillas was eliminated and 
replaced by a dual price system The 
government introduced tortibonos or food 
stamps that could be exchanged for cheap 
tortillas Tortillas were to be available to 
poor households at subsidised pnees from 
government run stores During the 1980s, 
subsidies were also eliminated on beans, 
cooking oil and eggs 
The changes in the system of public food 
distribution and, in particular, the 
introduction of targeting adversely affected 
the conditions of life of many households 
especially low income urban households 
Three features of the food situation dunng 
the penod of structural adjustment are 
noteworthy First this was a penod when 
consumption, including food consumption, 
fell the cumulative decline in private per 
capita consumption between 1983 and 1988 
was 11 1 per cent A survey undertaken by 
the National Consumers Institute in Mexico 
City showed that the “majority of families 
with incomes lower than twice the minimum 
wage expenenced a decrease in consumption 
of all food products except tortillas" [Lustig 
1992] The cost of a basic food basket for 
a standard four-member family as a 
proportion of the minimum wage was 30 per 
cent m 1982, 50 per cent in 1986 and 125 
per cent in 1990 Secondly there was a 
change m the composition of diets with a 
decline m the consumption of animal protein 
(beef pork and eggs) and a shift towards 
a less nutritious diet Thirdly the shift to 


targeted subsidies worsened access of die 
poor to subsidised food ** 

To conclude, the case studies of Sn Lanka 
and Mexico show that reductions m food 
subsidies were accompanied by a 
detenoration of food secunty among the 
working people and the poor 

III 

India: Policy Statements 
and Options 

Since 1991, food subsidies in India have 
come under attack from policy-makers 
Specifically, the central government has been 
looking at ways of reducing the food subsidy 
The government oflndia s Economu Survey 
1992 93 stated that while the public 
distribution system has to be continued to 


Tabi f I Incidence of Poverty in Rural 
Maharashtra and India 1973 93 


Year 

Head Count Ratio (Per Cent) 

Maharashtra 

India 

1973 74 

57 7 

56 4 

1977 78 

63 9 

53 1 

1983 

45 5 

45 6 

1986 87 

446 

38 3 . 

1987 88 

40 8 

39 2 

1988 89 

34 8 

34 4 

1990 91 

35 9 

35 0 

1992 

5$ 6 

43 9 

1993 94 

38 6 

37 5 


Note Estimates are based on data on consumer 

expenditure collected by the National 
Sample Survey Organisation 
Soun e Chandrasekhar and Sen (1996) p 101 

Tabi f 2 Infiation in Tiir Consumlk Price 
Index for Agricultural Labourers (CPIAL) 
Maharashtra and India 1991 95 


Percentage Change over Previous 
Year in CPIAL (12 Month Average 
Year Maharashtra India 


1991 

24 7 

179 

1992 

26 2 

17 2 

1993 

-11 8 

1 5 

1994 

13 9 

11 9 

1995 

26 7 

117 


Source Indian Labour Journal different issues 


Tabu 3 Incrfasf in Centrai Issue Prices for 
Pubuc Distribution System 1991-94 

(Rupee v per quintal) 


Penod 

Rice 

Wheat 


Common Superfine 



Variety 

Vanety 


January 1991 

289 

370 

234 

February 1991 

377 

458 

280 

January 1993 

437 

518 

330 

February 1994 

537 

648 

402 

Per cent increase 
(Jan 91 Feb 94) 

85 8 

75 1 

71 8 


Source Calculated from Government of India, 
hi onomu Survey different years 
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help the poor, the burden of subsidy on the 
central budget has also to be restrained" 
[GO! 1993, p 92]. The same document 
suggested that a “phased withdrawal of food 
subsidies by taxgeting PDS” would help in 
the control of inflation [ibid p 93]. Ihe 
following year, the government stated that 
“whereas elimination of food subsidy is 
neither desirable nor feasible in the short and 
medium term, there is a strong reason to 
contain\t”[GO\ 1994, p 66, emphasis added]. 

To satisfy a cereal requirement of 370 gm 
per person a day, which is the level 
recommended by the Indian Council of 
Medical Research (ICMR), it has been 
calculated that an additional 32.4 million 
tonnes of cereals needs to be distributed in 
the PDS. 17 These calculations show that even 
to reach the poor, the public distribution 
system needs to be expanded. The policies 
of the present government, by contrast, aim 
to reduce the size and scope of the system 
of public distribution of food. 

In the context of structural adjustment, 
several suggestions have been made by 
scholars and policy-makers for altering the 
present system of public food delivery. Most 
of these suggestions relate to methods of 
targeting or methods of excluding certain 
groups of persons from the system of public 
distribution. Various criteria for exclusion 
have been suggested. One government 
recommendation was that “income tax 
payers, salaried employees in government, 
the public and private sector, registered shop 
owners, sales tax asscssccs, telephone- 
owning families, and residents of posh 
housing colonies’ 1 be excluded from the 
PDS [GOI 1994, p 66]. It has also been 
suggested that commodity-based targeting 
be introduced, whereby the public food 
delivery system supplies only commodities 
that are likely to be consumed by the poor. 
Coarse cereals have been suggested for use 
in commodity-based targeting [Bhagwati and 
Srimvasan 19931. 18 Another economist has 
suggested that only inferior varieties of rice 
and wheat be supplied in order to restrict 
the use of the PDS to the very poor and 
destitute [Ahluwalia 1993]. Bhagwati and 
Srinivasan have also suggested a shift to a 
system of food stamps that “enables the 
holders of these stamps to pay for part of 
the cost of their purchase (from the open 
market).. .” [ibid p 62], They suggest that 
food stamps be issued only to persons 
belonging to a target group, with the value 
of food stamps fixed in nominal terms or 
indexed to some commodity. It has also been 
suggested, on grounds of cost-effectiveness, 
that the PDS be substituted by an 
employment-generation scheme that 
provides an equivalent amount of subsidy 
[Parikh 1994]. 

Proponents of orthodox structural 
adjustment accept the principle of targeting 


on the grounds that the costs of a programme 
can be reduced by excluding certain sections 
of the population. Thereare, however, strong 
arguments against targeting and in favour 
of uni versalism. n First, there is the argument 
for universal entitlements on the grounds 
that all individuals have certain basic rights, 
including the right to a minimum level of 
food, basic education and health care. In a 
poor country, the large majority of people 
lack these basic rights. Secondly, targeting 
in itself involves private and social costs and 
these costs may be high. The most obvious 
costs are the costs of administration, and 
costs due to loss of quality. Social costs arise 
when targeting excludes the needy (what is 
commonly referred to as a Type II error and 
termed 'informational distortions’ by Sen). 
Targeting may also lead to 'incentive 
distortions’ [Sen 1992] whereby people alter 
their behaviour in response to targeting, 
leading to losses m social output. Social 
costs can also be attached to the invasiveness 
of targeting (as the identification procedure 
can involve probing and policing people’s 
lives). In short, the costs of targeting can be 
sizeable and may outweigh the fiscal gains 
to be obtained from targeting. 

Comia and Stewart (1993) attempt to 
measure the costs ol switching from a uni¬ 
versal system of food distribution to atargeted 
system. Universal schemes are associated 
with Type I or E-mistakes, that is, mistakes 
arising from the inclusion of non-poor m the 
scheme while targeted schemes are associated 
with Type II or F-mistakcs, that is, errors 
arising from omission of the poor. While the 
costs of including the non-poor are essentially 
budgetary costs, that of excluding the poor 
arc welfare costs (as, tor example, the costs 
ot lower levels of nutrition). From their 
survey of public programmes in nine 
developing countries, Comia and Stewart 
conclude that m “a number of countries, 
’targeted’ schemes have replaced 'universal’ 
schemes. In almost every case , the result has 
been a major increase m F-mistakes with 
some reduction in E-mistakes " [Comia and 
Stewart, 1993, p 473, emphasis added]. 2 ” 
Secondly, Comia and Stewart observe that, 
in most cases, the shilt from a general to a 
targeted subsidy led to a reduction in the real 
valueof the subsidy. Thirdly, “administrative 
costs are estimated to be higher for the 
targeted schemes, ranging from 2 to 5 per 
cent of the total costs of the scheme’’. They 
conclude that the shift from universal to 
targeted schemes can “generate large welfare 
and efficiency costs” [ibid p 488]. 

In the case of food security in a country 
like India, there is a strong case for a universal 
or near-universal system. The case rests on 
the following arguments. First, in a country 
with mass poverty and very low levels of 
average income, only a small proportion of 
the population can be excluded from a system 


of food security. In rural area*, for example, 
relatively large landholders comprise about 
5 to 10 per cent of all households. 21 In urban 
areas also, a small proportion of the 
population comprise the salaried and business 
elite. 22 The most recent estimates of poverty 
show that around 38 per cent of the rand 
population lives below an abysmally low 
income poverty line (Chandrasekhar and 
Sen 1996b]. 2 ' Another 35 to 40 per cent of 
the population is likely to be vulnerable to 
small fluctuations in income or expenditure. 
In othei words, although above the official 
poverty line, this group too is likely to be 
food insecure. In short, about 80 per cent 
of the population is likely to be vulnerable 
to market fluctuations even m terms of 
satisfying basic food needs. 

Secondly, the administrative costs of 
excluding the top 10 to 20 per cent of the 
population may be high. More importantly, 
I shall argue that the top 10-20 per cent are 
unlikely to utilise the PDS. To put it 
differently, better-off households select 
themselves out of the system. The village 
studies that I have conducted in rural 
Maharashtra support this position. In the 

Table 4 Increase in Issul Prices for 
Public Distribution System 
of Maharashtra, 1991-94 

(Rupees per quintal) 


Month 

Rice 

Common Superfine 
Variety Variety 

Wheat 

January 1991 

340 

435 

270 

January 1992 

450 

550 

325 

February 1993 

500 

600 

425 

February 1994 
Per cent increase 

660 

800 

500 

(Jan 91-Feb 94) 

94.1 

816 

85.2 


Source' Calculated from Economic Survey of 
Maharashtra, different years 


Tablf 5 Expenditure on Food Subsidies by 
Governmeni of India, 1989-95 

(in millions of rupees) 

Year Food Subsidy As Per As Per 
Current 1981-82 Cent of Cent of 
Prices Prices Total Govt GDP 
Expenditure 


1989-90 

24760 

15134 

2.7 

06 

1990-91 

24500 

13250 

2.3 

0.46 

1991-92 

28500 

13049 

2.5 

046 

1992-93 

28000 

11935 

23 

0.39 

1993-94 

55370 

22068 

3.9 

067 

1994-95 

51000 

18002 

3 1 

0.5 

1995-96 

52500 

- 

30 

05 


Notes' GDP is Gross Domestic Product. Figures 
for 1995-96 are budget estimates. 
Estimates of GDP are taken from Guhan 
(1995). The food subsidy is deflated using 
the Wholesale Price Index for primary 
articles The Index used for 1994-95 is an 
estimate by the CMIE 

Source: EPW Research Foundation (1995), 
Table 3 
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Village of Mohakal in Pune district, for 
example, thetop 10-20 per cent of households 
(in terms of imgated landholdings) hardly 
purchased cereals from the PDS on account 
of several factors including self-sufficiency 
in foodgratn production and because they 
consume gram of afmerquality than available 
In the PDS 24 Evidence from Kerala (noted 
below) also supports this argument If the 
top 20 per cent of households are unlikely 
to use the PDS then it is not necessary to 
waste administrative resources m formally 
excluding them from the system 

Thirdly, the welfare costs of excluding the 
poor (Type II errors) are more senous than 
the costs of including the non-poor (Type I 
errors) To minnjuse Type II errors, we 
need inclusionary criteria rather than 
exclusionary criteria, that is, we need ways 
of including the poor in the system of 
public distribution As is well known, and 
also demonstrated by my field experience 
large numbers of the poor are unable to 
utilise the PDS 

Lastly, the Indian state with the most 
effective public distribution system Kerala 
is alsoone where the system isnear-umversal 
the public distribution system reaches 
almost all households in the state 21 The 
establishment of an eft ecu ve system of public 
food distribution in Kerala was the outcome 
of a strong people's movement for food, 
accompanied by appropriate legislative 
action 26 A survey of users of the PDS in 
Kerala conducted in 1987 showed that the 
utilisation of ration shops was much higher 
among relatively poor households than 
among others Beneficiaries who earned less 
than Rs 100 a month purchased 71 per cent 
of the amount ot nee that they were entitled 
to from the ration shop while beneficiaries 
with monthly incomes over Rs 3,000 
purchased only 6 per cent of the amount that 
they were entitled to buy In other words 
while the coverage of public distnbution ot 
food and other essential commodities in 
Kerala is near universal poor households 
depend more than others on the public 
distnbution system 

IV 

Structural Adjustment and Food 
Security: Indian Experience 

As part of the programme of structural 
adjustment begun by the government of 
India in 1991 the consumer food subsidy 
in India particularly the subsidy for basic 
cereals, has been reduced substantially There 
are four mam ways m which food subsidies 
have been reduced First the prices ot 
commodities dtstnbuted through the PDS 
have been raised repeatedly by the govern 
ment over a vety shod penod of time 
Secondly the quantities ot commodities 
supplied to the PDS have been reduced, and. 


msome cases, theentitlementa of households 
to commodities from the PDS have been 
reduced Thirdly, the rate of expansion of 
the PDS has been kept low and inadequate 
to the people's needs, consequently inter¬ 
state disparities persist and large numbers 
of poor persons continue to be excluded 
from the system Fourthly, the share of GDP 
allocated to budgetary food subsidies has 
stagnated Of the different instruments used 
to reduce the consumer food subsidy, the 
price policy of the government of India, 
which determines the price floor for basic 
consumer products such as toodgrains, has 
caused the deepest cuts 

Price Changes 

This section demonstrates that the 
consumer-end food subsidy has fallen 
significantly in the last four years as a result 
of the steep increase in the prices of 
commodities supplied through the public 
distribution system 

At the national level, the central issue 
prices of commodities supplied to the PDS 
have been raised regularly Between 1991 
and 1994 the issue price of the common 
vanety of nee rose 85 8 per cent and the 
issue pnee of wheat rose 71 8 per cent 
(Table 3) Dunng the same penod the Index 
of Wholesale Pnces rose 44 4 per cent 
Between 1990-91 and 1994 95 the 
Consumer Price Index for Agricultural 
Labourers (CPIAL) rose 53 1 per cent In 
other words, the cumulative increase in the 
pnee ot major toodgrains sold through the 
PDS was higher than the corresponding 
increase in other general pnee indices Hie 
cumulative price increase was higher tor ncc 
of lower quality the common vanety than 
for nee ol higher quality the superfine 
vanety 

The pnces at which different states supply 
commodities to the PDS can be different 
from the central issue pnee In Maharashtra 
where retail pnces are among the highest 
the rise in prices ot ration ncc and wheat 
was even faster than the rise in national 
pnces (Table 4) Between 1991 and 1994, 
the issue pnee of the common vanety of rice 
rose 94 1 per cent and the pnee ot wheat 
rose 85 per cent The cumulative price 
increase was less for nee ot the superfine 
vanety than tor nee of the common vanety 
Further as at the national level, the pnee 
increase tor cereals supplied through the 
PDS was higher than the cumulative increase 
in consumer pnee indices Between 1990-91 
and 1994 95 the Rural Consumer Price 
1 ndex for Maharashtra rose 47 7 percent and 
the CPIAL for Maharashtra rose 56 5 per 
cent 

As pnces of commodities in the PDS 
increased at a faster rate than the market 
prices of similar commodities in many 


regions and for many commodities, the price 
differentials between the PDS and pnvate 
markets narrowed or even disappeared Price 
data from a market in Delhi, for example, 
showed that the difference between market 
and PDS pnces for wheat fell from Rs 1 11 
per kg in January 1991 to Rs 0 33 per kg 
in February 1994 w 

Budget Subsidies 

In the budget of the central government, 
expenditures on food subsidies’are reported 
under a separate head Table 5 shows the 
absolute size of the food subsidy m recent 
years, and its relative size, that is, as a share 
of aggregate expenditure ot the central 
government and of GDP The data show 
that, in real terms, food subsidies fell between 
1989 and 1992, rose m 1993, and fell again 
the next year Thereafter there was a small 
increase in nominal subsidies However, the 
expenditure on food subsidies as a share 
of GDP fluctuated, and was marginally less 
in 1994 95 and 1995 96 than in 1989-90 
Food subsidies, both absolute and as a share 
of GDP reached a trough in 1992-93 
Although the expenditure on food subsidies 
as reported in the budget of the central 
government was higher in 1995 than in 
1991 this is a misleading indicator of the 

Table 6 Increase in Minimum Support Price 
and Centra i Issur Price tor 
Wheat 1990 94 

(Rv per quintal) 


Central Issue Price Minimum Support Pnee 


234 (May 1990) 

225 (1990 91) 

280 (Dec 1991) 

275(1991 92) 

no (Jan 199*) 

130(1992 93) 

402 (Feb 1994) 

350(1993 94) 

402(1995) 

360(1994 95) 

402(1996) 

380(1995 96) 


Source From Economic Survey 1995 96 Data 
ore tor wheat of fair average quality The 
procurement pnee is announced for an 
agncultural year issue pnces are changed 
from tune to time 

Tabip 7 Foodgrain (Wheat and Rice) Stocks 
Actual Central Pool Stocks and Desired 
Minimum Stocks 1992 95 

(million tonne c) 


Penod Minimum Norm Actual Stock 


January 1992 

154 

139 

October 1992 

1 6 

95 

January 1993 

154 

11 8 

October 1993 

16 6 

20 3 

January 1994 

15 4 

22 0 

October 1994 

16 6 

26 5 

January 1995 

154 

30 1 

October 1995 

166 

29 8 

January 1996 

154 

246 


Source Economic Survey 1995 96 Table 5 8, 
p86 Figures for 1993 to 1996 are 
provisional 
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level of subsidy given to consumers 
There are vanous expenditures by the 
government that are combined under the 
head of "food subsidy 1 , including the costs 
of procurement, storage, buffer-stock 
operations and transport 

Data for international comparisons of 
food subsidies are not easily available A 
cross-country comparison of food sub 
sidles for 1985 showed that the expenditure 
per capita on food subsidies was low in 
India [Pinstrup Andersen et al 1991] In 
1985 India s food subsidy per capita was 
USD 0 92 compared to USD 1 51 in 
Pakistan, USD 2 18 m Brazil USD 4 32 
m Sn Lanka and USD 14 46 in Mexico 
The expenditure on food subsidies as a 
proportion of GDP in India (0 36 per cent) 
was much lower than in Sn Lanka (1 16 
per cent) 

Rising BuDC.rr Subsidy Fai i ing 
Consumir Subsidy 

How does one square the fact that the 
budgetary allocation lor food subsidy has 
increased m nominal terms with the I act that 
the consumer end subsidy lor cereals has 
as established above decreased’ The 
following are some of the factors that explain 
why the budgetary subsidy has not benefited 
consumers 

F irst and this question relates to the classic 
dilemma ol food price policy in developing 
countries have consumers lost out to 
producers 7 While producer prices (that is 
the minimum support pnees or procurement 
pnccs) have nsen continuously over the 
years I shall argue that issue prices m the 
PDShave generally nsen even faster Data 
in Table 6 show the changes in issue prices 
and procurement prices tor wheat between 
1990 and 1995 It is clear that issue pnees 
hase in most ycais been higher than 
procurement prices In 1994 there was a big 
jump in the u-sue price of wheat which was 
not because of an unduly high rise in 
procurement pnee Between 1990 and 1994 
the issue price ol wheat incieased by 72 per 
cent while the procurement price increased 
by 60 per cent Similarly in the case ol ncc 
too in most years, the issue price has been 
higher than the procurement pnee Ig 1994, 
for instance the issue pnee tor the common 
vanety of rice was Rs 537 per quintal as 
compared to a procurement pnee of Rs 465 
for the 1993-94 year Since 1994 the issue 
pnee has not changed and the procurement 
pnee has nsen to Rs 540 per quintal for 
1995-96 In the case of fine and superfine 
vaneties of nee (which constitute the bulk 
of PDS supplies) the current procurement 
pnees of Rs 562 and Rs 592 for fine and 
superfine vaneties respectively remain lower 
than the corresponding issue pnees of Rs 
617 and Rs 648 
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The foregoing suggests that the nominal 
size of the budget food subsidy cannot be 
on account of a growing gap between 
producer and consumer prices All the 
evidence suggests that the growing subsidy 
is on account of intermediate costs including 
the costs of transport, of storage and buffer 
stocking Since mid 1993 the volume of 
stocks has grown rapidly and the quantities 
held as stocks have been much higher than 
minimum or desired quantities (Table 7) 
The increase in slock holdings is partly on 
account of the rise in issue prices, which in 
turn has led to lower offtake or purchases 
and partly on account of the poor delivery 
system ,n The subsidy incurred on holding 
excess stocks has gone to a government 
owned enterpnse the Food Corporation of 
India 4s all the slocks purchased by the 
Food Corporation of India (FCI) are not for 
the PDS the entire cost of operations of the 
TCI should not he counted as a consumer 
food subsidy 11 

Lastly the subsidy on account of non 
cereal commodities in particular kerosene 
and sugar has risen over the last few years 
For these two commodities the gap between 
market and PDS prices remains high The 
rising costs of purchasing sugar and kerosene 
for the PDS appetr to have been because 
of inefficiencies on the supply side u 

Changes in Quant ims 

AND FnTITU MfcNTS 

Although the public distribution of 
foodgrains in Indn accounts for about 10 
per cent of net availability a sinking feature 
of the data on quantities dislnbuled is that 
the supply of foodgrains to the public 
distribution system has declined sharply since 
1991 (Tabic 8) The decline was not on 
account of a fall in procurement While the 
net availability ol foodgrains declined 
slightly dunng this penod, the government 
maintained large butter stocks 

There are substantial regional, van*nons 
in the quantities of differdft'eommodittes 
sold through the PDS In 1990 for instance 
the four states of Kerala Maharashtra West 
Bengal and Andhra Pradesh accounted for 
over 40 per cent of the total foodgrains 
supplied (lablt 9) As the allocation or 
supply of commodities to different states by 
i he central government is based largely on 
demand from the states (which, in turn is 
typically based on past utilisation) the 
variation across states reflects the fact that 
states and state governments differ 
s gmficantly in their commitment to a strong 
system of public distribution 

The rations for which a family is eligible 
usually vary u ith family size with a ceiling 
in certain cases There is i large variation 
in the ration <cale across states, for example 
the monthly entitlement of foodgrain per 


adult is 13 8 kg in Kerala, 10’ kg in 
Maharashtra and 8 kg in Bihar Among these 
states only the Kerala scale satisfies a 
minimum requirement of370gms of cereals 
per person per day In other words, in many 
states of India, the current entitlement or 
ration scale is inadequate in relation to 
minimum cereal requirements 

Diminished Entitlements 
and Fali ing Consumption 

In 1992, the government of India 
introduced a new scheme termed the 
revamped PDS that was aimed at 
improving the access of poor households to 
the public distribution system and 


Table 8 Availability Procurement and 
Public Distribution or Foodgrains 
1985 to 1994 


1 

Year 

2 

Net Aval 
lability 

3 

Procure 

ment 

4 

Public 

Distribution 

4/2 Per 
Cent 

1985 

124 3 

20 1 

158 

12? 

1986 

133 8 

19 7 

17 3 

129 

1987 

134 8 

157 

187 

138 

1988 

130 8 

14 1 

186 

142 

1989 

147 2 

189 

16 4 

11 1 

1990 

144 8 

24 0 

160 

no 

1991 

1586 

19 6 

20 8 

13 1 

1992 

148 4 

179 

188 

127 

1993 

149 8 

28 0 

16 4 

109 

1994 

1558 

25 9 

14 1 

9 1 

1995 

167 8 

22 5 

15 l 

9 1 


Notes Columns 2 3 and 4 are in millions of 
tonnes Net availability is defined as net 
production plus net imports minus 
chunges in government stocks Figures 
for 1995 arc provisional 
S ource bumomu Survey 1994 95 Table I 19, 
pS 25 

TABir9 Suppi y oi Foodgrains Through 
mr Pi nur Distribution Systfm 
in Major Indian States 1990 


States Quantity Supplied Per Cent of 

(in Thousand Total National 
Tonnes) Supply 


Kerala 

17% 

122 

Maharashtra 

1607 

11 3 

West Bengal 

1491 

105 

Andhra Pradesh 

1319 

93 

Tamil Nadu 

900 

63 

Gujarat 

830 

58 

Karnataka 

826 

58 

Assam 

612 

43 

Rajasthan 

584 

4 1 

Uttar Pradesh 

526 

37 

Bihar 

455 

32 

Madhya Pradesh 

443 

3 1 

Onssa 

429 

30 

Haryana 

28 

02 

Punjab 

Other states and 

8 

01 

union territories 

2433 

17 1 

All India 

14227 

100 


Source BhalM 1994), Table 7 p 149 
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the system of delivery of 
essential commodities in certain selected 
Backward areas of the country/' 3 The 
restructuring was intended to give preference 
to “the population living in the most difficult 
areas of the country, such as drought prone 
areas, desert areas, tribal areas, certain 
designated hilly areas and urban slum areas'* 
[GOl 1992].Theobjectivesofthe ‘revamped* 
public distribution system were to increase 
coverage of the population in the target 
areas, to improve the access of income-poor 
consumers to the public distribution system, 
to increase the range of commodities supplied 
by fair-price shops, and to provide selected 
commodities at prices lower than in the 
general PDS. 

An important failing of the new scheme, 
as implemented in Maharashtra, is that the 
revamped PDS has reduced entitlements. 
Before 1992, each adult was entitled to buy 
10 kg of grain a month at a subsidised rate 
from fair-price shops; the entitlements of a 
household were based on the number of 
members of a household. In 1992, the 
government of Maharashtra (GOM) 
introduced a Special Action Plan for 115 
tehsils in the state that were identified as 
'tribal areas' and drought-prone areas. Of 
these, in 68 tehsils that are characterised by 
a concentration of people of the scheduled 
tribes, a uniform ceiling of 20 kg of grain 
per month per household was introduced 
(see Table 10). Entitlements of foodgrain 
have thus been reduced for households with 
more than two adults under the revamped 
scheme. Further, for households in areas 
regulated by the old PDS scheme, a ceiling 
of 30 kg per family per month was announced 
the same year [GOM 1993]. 

With lower entitlements and higher prices, 
it is not surprising that the quantities of 
commodities sold by fair-price shops has 
fallen since 1991. The data show that 
purchases of both wheat and rice fell between 
1991 and 1994 in the general PDS as well 
as in the areas under the "revamped" PDS 
in Maharashtra (see Table 1 \). u 

According to the 1CMR, a person requires 
at least 370 gms of cereals a day or 135 kgs 
a year as part of a balanced diet. In 1991, 
before the 4 revamping 4 , the per capita supply 
or cereals was 66.5 kg a year in the Bombay 
region and 18.5 kg a year, on average, in 
all other districts." In other words, the share 
of cereals supplied by the PDS in the desired 
minimum consumption of cereals was 49 per 
cent in Bombay and 14 per cent in all areas 
other than Bombay in 1991. With the new 
revamped PDS, even if a family of five 
members bought their full entitlement, it 
would meet only 35.5 per cent of their cereal 
consumption requirements.' 5 

What has been the impact of the changes 
in the PDS on consumption and nutrition? 
Unfortunately, there is very limited 


information on this question. Analysis of 
recent rounds of data collected by the 
National Sample Survey suggests that cereal 
consumption in 1992 in urban Maharashtra 
was lower than in 199B-91 by 4 per cent and 
in rural areas, cereal consumption was higher, 
on average, by 2 per cent [Suryanarayana 
1996]. Decile-wise patterns of consumption 
are not reported for Maharashtra. They are 
available, however, at the all-India level. At 
the all-India level, cereal consumption was 
lower in 1992 than in 1990-91 in both rural 
and urban areas. A decile-wise disaggregation 
for rural areas at the all-India level shows 
that the decline in cereal consumption 
occurred in nine deciles and the fall was 
sharpest for persons in the bottom decile 
(ibid). In the first decile, cereal consumption 
fell by 11 per cent. Cereal consumption 
increased only among persons in the top 
decile. In urban areas, there was a small 
increase in cereal consumption in the first, 
fifth and tenth deciles but consumption 
declined in all other deciles. 

Preliminary findings from a village study 
1 conducted in Pune district of Maharashtra 
indicate the following.' 7 First, there is a high 
level of nutritional deprivation (as measured 
by anthropometric data) among adults and 
children. Secondly, the quantity of cereals 
purchased from the PDS is on average very 
low, in absolute terms and in relation to 
monthly consumption requirements. Thirdly, 
a large proportion of the poorer households 
do not utilise the PDS. It is possible that the 
market provides cheaper food than the PDS. 
Two minor cereals that are consumed in this 
region art bajra and jowar. These cereals 
were cheaper than rice and wheat a few years 
ago but high inflation in the last few years 
has eroded this advantage." In the first quarter 
of 1995, for example, retail price data 
pertaining to agricultural labourers at rural 
centres gave the following prices: Rs 5.44 
per kg of bajra and Rs 5.43 per kg of jowar. 
The PDS wheat price in 1995 was Rs 5 per 
kg.' v In short, this village study suggests that 
a large number of households suffer from 
food and nutrition insecurity and that the 
PDS at present does not provide adequate 
food security. However, since cheaper 
alternatives are not available, a deterioration 
in the public distribution system is likely to 
affect the poor adversely. 

Inadequate Coverage 

There is a wide divergence among states 
in terms, of the population covered by the 
public distribution system and, specifically, 
in terms of the utilisation of the PDS by the 
rural poor. Studies on the relation between 
allocations to the PDS and the incidence of 
poverty at the state level have found that the 
share of the total supply of grain received 
through the PDS by a state was not 


proportional to the proportion of the state's 
population that was below the official income 
poverty line. 40 States like Bihar, Madhya 
Pradesh and Orissa have a high incidence 
of income-poverty but account for a less- 
than-proportionate share of foodgrain 
distributed through the PDS. 

Data from the 421% round of the National 
Sample Survey (NSS) conducted in 1986-87 
show that, at the national levef, the proportion 
of income-poor persons among all users of 
the PDS ranged from 40 to 66 per cent 
depending on the Commodity purchased 
[Jha 1992]. 41 A state-wise analysis of the 
same data showed that the 'targeting- 
effectiveness' of the PDS, measured by the 
ratio of PDS quantities that reached 
households in the two lowest expenditure 
deciles to the share of these households in 
total population, was low; the exceptions 
were Kerala and Andhra Pradesh [Parikh 
1994]. Interestingly, statewise differences 
in purchases from the PDS by persons in the 
bottom 20 per cent of the expenditure 
distribution were broadly similar to state- 
level variations in the utilisation of the PDS 
by the general population (ibid). 

States also differ in the degree of urban 
bias. 42 In my opinion, rural-urban differences 
follow inter-state differences in the 
functioning of the PDS, since rural-urban 
differences are determined by policies at the 
state level. A state like Kerala with near- 
universal coverage and a good delivery 
system does well in terms of reaching rural 


Table 10: Entitlements in the Tribal Areas 
of the "Revamped" Public Distribution 
System of Maharashtra 


Commodity 

Quantity Per Card/Family 
(in kg Per Month) 

Rice, wheat. 

20 

and jowar (sorghum) 
Tur dal (pigeon pea) 

2 

Palmolein oil 

1 

Iodised salt 

1 

Tea powder 

250 gms 

Washing soap 

2 cakes 


Source: Economic Survey of Maharashtra 
1994 95 , Table 13.1. 


Table 11: Supply of Rice and Wheat in the 
General and "Revamped" Public Distribution 
System of Maharashtra, 1991-95 

(in million metric tonnes) 

Year State Level Revamped 


PDS PDS Areas 



Rice 

Wheat 

Rice 

Wheat 

1991 

0.662 

1.278 

_ 

- 

1992 

0.749 

1.159 

- 

- 

1993 

0.634 

0.548 

0.128 

0.169 

1994 

0.383 

0.490 

0.119 

0.167 

1995 

0.361 

0.641 

0.168 

0.262 


Source: Economic Survey of Maharashtra, 
different yean. 
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households and urban households and 
reaching poor households 4 ' 

To conclude, there are large gaps in the 
existing system of delivery ot subsidised 
food, and large numbers of the income-poor 
areexcluded from the PDS No senous effort 
has been made by the central government 
and by a majority of state governments in 
the last few years to alter this situation by 
improving the delivery system and by 
specifically attempting to include the poor 
in the PDS 44 

V 

Conclusions 

In a country like India, where hunger and 
undernourishment are widespread, expand 
ing and strengthening the system of delivery 
ot subsidised food should be a matter ot high 
priority lor state policy However, consumer 
food subsidies and the PDS have come under 
attack, in the policy pronouncements ot the 
government ol India and in practice m the 
post 1991 regime of structural adjustment 
The expenencc of Sn Lanka and Mexico 
shows that the redut tions in lood subsidies 
that accompanied programmes of structural 
adjustment had harmful effects on 
consumption and nutrition, particularly 
among the poor 

In India food subsidies to consumers tor 
basic cereals have fallen sharply since 1991 
(while the GDP-share ot budgetary ‘food 
subsidies remained the same) This has 
occurred by means of a ieduction in the 
quantities of toodgrain and other 
commodities supplied to the public 
distribution system and in some cases a 
reduction in the ration scale or the quantities 
of toodgrain that a household is entitled to 
purchase from a fair-price shop Most 
importantly the consumer-end subsidy has 
been reduced by the substantial increases 
after 1991 m the administered pnees of 
commodities including toodgrain, sold in 
the PDS Not only did the pnceot subsidised’ 
food increase rapidly, the increase was 
actually faster than the increase in open- 
market prices 

In a large majority ot states the population 
coverage of the PDS remains inadequate 
with large numbers of income-poor persons 
excluded from the system Bamng a few 
exceptions, and despite ‘revamping*, little 
attempt has been made to extend the 
population coverage of the PDS in the last 
few years Maharashtra, a relatively large 
and industrialised state, is an example of a 
state where entitlements have fallen after the 
introduction of the ‘revamped* PDS and 
where nutritional deprivation remains high 

The public distribution system in India 
needs to be genuinely reformed if it is to 
provide basic food secunty to the vast 
majority of India’s population 


Notes 

1 See Suryanarayana (1995) and for the 1990s 
Chandrasekhar and Sen (1996a) 

2 See Sen (1981) and Dreze and Sen (1989) 

5 For a general description of the PDS and its 

working see Bhalla (1994) Pal Bahl and 
Mruthyunjaya (1991) and Radhaknshna and 
Rao (1994) 

4 In some states like Andhra Pradesh and Tamil 
Nadu there is a system of targeting, different 
income groups have different entitlements 
(set Venugopal 1992) In Kerala, households 
that produce grain sufficient for their own 
tonsumpUon are excluded (Koshy et al 1989) 
although their number is small 

5 See GO! (1979) A small quantity of coarse 
cereals is also distributed in some states as 
is cloth 

6 It is of course not known if all these shops 
are functioning 

7 In Kerala for example 68 5 per cent of fair 
price shops were privately owned and managed 
(Koshy et al 1989) 

8 See Baruoh (1996) 

9 Between August 1991 and August 1995 about 
20 per cent of total foreign investment in India 
(as per the industrial entrepreneurial 
memoranda) carnt to Maharashtra (Sarnia 
19961 

10 See for example Comiaetal(1987) Pinstrup 
Andersen et al (1987) Taylor (1988) Walton 
and Seddon (1994) 

11 This account is based on Jayawardena et al 
(1988) and Anand and Kanbur (1991) 

12 According to Jayawardena et al (1988) the 
IMF instinct was to eliminate the food subsidy 
totally (emphasis in original) while domestic 
policy makers wanted to protect the bottom 
40 per cent of the population*' 

13 Note that the principle of targeting was 
introduced earlier Prom 1972 the price of 
a basic ration was different for income tax 
payers and non income tax payers [Anand and 
Kanbur 1991] 

14 See Jayawardena it al (1988) Table 13 p 38 

15 This account is based on Appendmi (1992) 
Comia and Stewart (1993) Lustig (1992) 
and Walton and Seddon (1994) 

16 See the discussion in Comia and Stewart 
(1993) 

17 Geetha and Suryanarayana (1993) 
Chandrasekhar and Sen (1996a) estimate that 
22 million tonnes of foodgrain would be 
needed if one third of current per capita 
grain availability was to be provided to the 
bottom 40 per cent of the population through 
a food for work type programme Sec also 
Singh (1991) and Kabra (1990) on the 
inadequacy of quantities of cereals supplied 
to the PDS in relation to minimum 
consumption requirements and also in relation 
to entitlements 

14 Although in i recent paper M H 
Suryanarayana shows that it is incorrect to 
assume that the consumption of coarse cereals 
(sorghum, millet etc) is higher among poorer 
income groups than among richer income 
groups [Suryanarayana 1995] 

19 I have drawn here mainly on the arguments 
in Burgess an J Stem (1991) and Sen (1992) 

20 In Jamaica, for example, after a shift from a 
general food subsidy to a targeted food stamp 
scheme there was an increase in F mistakes 
Irom nought to 50 per cent 


21 In 1985-86, medium (4 to 20 hectares) and 
large (above lOhcc tares) operational holdings 
accounted for 10 per cent of all operational 
holdings [Thangaraj 1995] 

22 Income tux payers for example, account for 
less than 1 per cent of India's population 

23 The proportion is much higher in many parts 
of the country 

24 Swammathan (1996) 

25 Around 97 per cent of households were 
reported to be covered by the ration system 
in 1986 87 (Koshy et al 1989) 

26 See Ramachondran (1995) 

27 Cited in Ramachandran (1995) 

28 The common variety of nee for example, is 
currently paced at Rs 6 60 in Maharashtra 
In all other states the price is lower and in 
Andhra Pradesh for the lower income groups, 
the pnee is only Rs 2 per kg 

29 See GOI (1994) 

30 In other words the subsidy is on account of 
high currying costs (Chandrasekhar and Sen 
1996b) See also Gulati (1995) on transit 
losses and other inefficiences in the operation 
of the PCI 

31 See Venugopal (1992) 

32 In 1995 foi example sugar was imported at 
higher than prevailing market prices due to 
official bungling of import deals This is a 
large and separate area for research 

33 The Revamped PDS was introduced in 1752 
blocks (administrative units) of the country 
in 1992 From October 1995 another 671 
blocks are to b included 

34 There was however a small increase in the 
quantities supplied to the tnbal areas 

35 Data in ihe Li anomic Survey of Maharashtra 
are only disaggregated for Bombay and other 
districts 

36 In a small fieldwork based study of Karajgaon, 
a tribal village in Maharashtra conducted in 
May June 1995 I found that the annual 
purchase of cereals from the PDS averaged 
9 5 kg per capita (data are for 37 households) 
In this revamped PDS area, the annual 
purchase accounted for a very small proportion 
(7 percent) of minimum cereal requirements 
and this proportion was lower than the state 
average 

37 This is based on a complete census survey 
of village Mohakat in Khcd taluka of Pune 
district Lsec Swammathan 1996] 

38 Using NSS data on quantities and value of 
consumption Suryanarayana (1996) has 
identified implicit prices for different 
commodities He finds that in both rural and 
urban Maharashtra the increase in implicit 
pnees of jowar and bajra was much higher 
than the nse in price of ncc and wheat between 
1990 91 and 1992 

39 Taken from data in Table AI 2 3 of the Indian 
Labour Journal different issues 

40 See for example Pal etal (1993) and Bhalla 
(1994) 

41 In rural areas for example about 40 per cent 
of the consumers of wheat from ration shops 
were persons classified as income poor 
among urban consumers of jowar (sorghum) 
the ratio was 66 per cent [Jha 1992] Note 
that Jha defines all persons in the lower four 
expenditure deciles as income poor 

42 The evidence on urban bias includes the fact 
that the bulk of commodities are distributed 
in urban areas ot the country [GO11979] that 
per capita urban consumption of rationed 
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goods Is higher than per ch^ita rural 
consumption of rationed goods formost states 
[Howes and Jha 1992]. and that fair-price 
shops in rural areas are often non-functional 
in terms of the actual delivery of foodgrain* 
[Venugopal 1992]. 

43 In recent years, states that have improved 
rural coverage are Andhra Pradesh and Tamil 
Nadu. 

44 One way of including the poor would be to 
implement food-for-work type programmes. 
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Like Capital, this is the author's life work. He shows how the philoso¬ 
phers from Locke to Hegel have assumed the permanence and immu¬ 
tability of capitalism and takes issue with apologists from Malthus to 
Hayek, exposing their special pleading with masterly scorn. He ex¬ 
plains the destructive consequences of global capitalism from chronic 
unemployment to massive indebtedness and the necessity for arma¬ 
ments production. As with Capital, the author's commitment and 
concern for the exploited shines through. 

‘Here is a powerful book... enabling us to discover entirely new 
horizons.... Beyond Capital is very much a work for the future, a tool, 
an instrument for struggle. It is notonly profound in its analysis, butalso 
passionately inspired by sympathy 'for the. downtrodden and their 
struggle for liberation. 1 Daniel Singer, The Nation 
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Agricultural Development with a Human Face 

Experiences and Prospects 

VMRio 

Over the pastfew decades , the Indian agriculture has had remarkable technological changes andthere is promise of arrival 
of even more sophisticated technologies in the years to come. The sector is also believed to have a wide range of commodities 
enjoying comparative advantage in international trade. Despite these favourable features , the sector is described by many 
as having become ‘a parking lot for the poor ’ over the planning decades. Does this paradox hold any lessons for the future 
agricultural policies ? Does the hindsight suggest how India may improve its performance in the field of human development? 
The purpose of this paper is to probe these questions. 


I 

Indian Planning - A Paradox 

CONCERN for the individual - for his rights, 
welfare and quality of life - forms the very 
foundation of Gandhian philosophy and 
value system which have been a major 
Influence shaping the perspective, goals and 
priorities of planning in India. In his 
inimitable style, Gandhi prescribed the 
humanistic goal of development as “wiping 
every tear from every eye”. Nehru, facing 
the enormity of independent India's eco¬ 
nomic problems, cautioned his countrymen 
that so long as unwiped tears exist our 
development tasks would remain incom¬ 
plete. The ideology which has guided the 
Indian development endeavours right from 
the beginning has been succinctly described 
by Mahalanobis, one of the founder- 
architects of our planning system; “The aim 
was to build a free and democratic state in 
which the fundamental rights of the 
individual and the group - political, 
economic, social and cultural, would be 
guaranteed. The state would be progressive 
and utilise all scientific and other knowledge 
for the advancement of the people as a 
whole, and for the promotion of their 
happiness andtheirmaterial as well ascultural 
and spiritual well-being... To realise the 
social objective the state must plan and co¬ 
ordinate the various activities of the nation... 
(including) production, distribution, 
consumption, trade, social services, income 
and investment and other forms of national 
activity which act and react on each other” 
[Mahalanobis 1961J. 

The five decades of independence have 
witnessed wide-ranging changes in the Indian 
society. Planning has been a major factor 
behind growth in the economy, banishment 
of famines from a land notorious in the past 
for recurring mass-scale starvation and 
migration of rural people, emergence of an 
impressive industrial structure and building 
of a vast pool of highly skilled scientific 
talent with notable achievements to its credit 
inseveral advanced disciplines. It is necessary 
to remind ourselves of these achievements 


of planning in India as most observers of 
Indian economic scene seem to attribute the 
recent reforms for liberalisation to failures 
of planning. The perspective underlying this 
paper is that planning has helped the Indian 
economy to reach a stage in development 
where further progress needs a basic change 
in the strategy and role of stale in the 
economy. A modernising economy is marked 
by increased interdependence among the 
sectors within the economy and growing 
linkages with the outside world. Change 
becomes fast and pervasive demanding a 
senes of quick adjustments. At the same 
time, the modernising economy generates 
self-regulating mechanisms like organised 
markets capable of accelerating growth as 
also managing the problems associated with 
growth. In these circumstances, it would be 
a wise strategy for the state to move away 
from the model of command economy 
involving extensive direct participation and 
interventions. It has to redefine its role in 
the light of objectives which the society has 
to achieve but which a freely operating 
economy is unlikely to reach. While 
weaknesses and failures in the areas of plan 
formulation and implementation need to be 
looked into and corrected, the more important 
task to be attended to at the present juncture 
is to raise the fundamental question of how 
best the state can help in promoting growth 
and in ensuring that the benefits of growth 
reach all sections of society. There appears 
to be a broad consensus among the eco¬ 
nomists that the state ought to carry the 
major responsibility for enabling the peri¬ 
pheries - consisting of poor people, backward 
areas and resources degraded through neglect 
- to enter and participate in the processes 
of mainstream economy. However, despite 
the Gandhian influence and the humanistic 
goal guiding it, the performance of our 
planning system in helping the peripheries 
has been quite poor. The planner did succeed 
in reaching out to the peripheries and esta¬ 
blishing some outposts and delivery systems. 
But, the sum total of what has been achieved 
so far is pitifully meagre in comparison with 
the effort needed to bring the poor within 


the mainstream economy. It is necessary to 
elaborate this point in some detail with a 
view to bringing out its implications for our 
development strategy. 

The Human Development Report for 1994 
issued by UNDP shows that between 1960 
and 1992 the Human Development Index 
(HDI) for India increased from 0.206 to 
0.382 buL, in 1992, the country ranked 135 
among 173 coui.tries in the world [UNDP 
1994]. Throughout this period Indiarcmained 
in the Mow HDI’ category as compared to 
South Korea which jumped two steps from 
Mow HDI' to ‘high HDI'. Malaysia,Tunisia, 
Thailand and even Botswana performed 
much better than 1 ndia. Malgavkar* s detailed 
state-wise study indicates that the top-ranking 
states in India like Kerala, Punjab and 
Maharashtra, with HDI values around 0.5, 
would rank not higher than 116th out of 173 
countries. An important insight provided by 
Malgavkar 1 s study is that India has still not 
been able to build up a strong complementary 
relationship between economic growth and 
human development. His findings show that 
Kerala which tops among the 14 states in 
India in the composite index and the index 
for social area falls to sixth rank by the index 
for economic area. On the other hand. Punjab 
ranking first by economic index - could 
achieve only the eighth rank in the sensitive 
index of development of women. 

Human development occurs through a 
process in which households invest ade¬ 
quately - or are assisted to do so - to enable 
all the members in the family, including 
women and children, to achieve good health 
and education and productive assets and 
skills. It is important to realise that this 
process would gather momentum only if 
there is strong motivation among the 
households to work for improvement along 
these dimensions. For a household on the 
periphery, the first and foremost prerequisite 
for joining this process is that it should have 
dependable assurance of continuing access 
to food and employment so that it is left free 
to mobilise its energy and enterprise to work 
for a better tomorrow. The sad fact is that 
even after five decades of development, our 
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planning system is hardly in a position to 
give such an assurance to households on the 
periphery. Looking into the "sharp deterio¬ 
ration* in rural poverty situation during the 
NSS survey periods 1991 and 1992, 
Tendulkar and Jain come to the conclusion 
that it was a consequence of “(a) adverse or 
indifferent weather conditions affecting rural 
employment as well as food prices; (b) the 
expectation-driven actions of farmers and 
traders reinforcing and strengthening the 
rise in food prices; (c) the untargeted urban 
public distribution and the possible stronger 
pull of the urban purchasing power both 
contributing further to the increase in rural 
food prices; and (d) the reduced manoeuvr¬ 
ability of government action due to con¬ 
siderably depleted public stocks. The constel - 
lation was clearly tailor-made for the 
accentuation of rural poverty’* [Tendulkar 
and Jain 1995:1377]. 

Considering the major role assigned to 
JRY in the anti-poverty programmes during 
Eighth Plan and beyond, it is necessary to 
note that, according to Tendulkar and Jain: 
“(a) the scale of these programmes has never 
been of the magnitude that could have 
prevented a sharp increase in rural poverty; 
(b) organisational factors and problems-with 
delivery systems have further limited the 
effectiveness of these programmes.” 
[Tendulkar and Jain 1955:1377]. The view 
at the grass roots is even more disheartening. 
Bihar and Uttar Pradesh are states which 
rank low by almost all indicators of human 
development. A recent village-level 
investigation of public distribution system 
in these slates reveals the following situation 
which hardly calls for any further comment: 
‘The study shows that foodgrains are not 
distributed in any of the eight surveyed 
villages except Jhajra covered under RPDS... 
Per capita availability of foodgrains is very 
low even at Jhajra...lt is interesting to find 
that the dependency on the open market is 
much higher for labourers than the farmers... 
It is the poorest whose dependence is highest 
on the open market... most of the households 
do not have the ration cards... The important 
reason (for dependence on the open market) 
is the availability of commodities in open 
market on credit, as most of the beneficiaries 
do not have the regular income... prices in 
PDS are higher than the open market prices 
or are equal... The study brings out that only 
8 per cent of the households have been able 
to find work through JRY programme... 
widespread illiteracy leading to lack of 
awareness among the weaker sections 
coupled with rampant corruption in the 
administration are responsible for the non¬ 
functioning of these programmes” [Sharma 
1995:56-58]. Given these weaknesses in 
PDS, it is hardly surprising that the PDS 
offtake does not improve even in years, like 
the recent ones, when the system carries 


huge accumulated stocks with resultant high 
costs and wastage. 

It is indeed paradoxical that, despite being 
based on the Gandhian dictum of ‘"wiping 
every tear from every eye**, Indian planning 
has had a poor record in the vital area of 
human development. A consequence of 
inability to ensure even minimal food and 
employment security to the poor has been 
that the country has seriously lagged behind 
in the major dimensions of human 
development - health, education, women 
and child care and fertility control. Plethora 
of schemes and programmes have been 
launched to improve these dimensions and 
most of them have been extensively 
monitored and evaluated. There is a large 
and rich literature on the proximate causes 
tor their weak performance. However, when 
the development strategy itself is shifting 
from centralised planning to liberalisation, 
what is required is a probe at the deeper 
strategy level to find a clue to the paradox 
of Indian planning Such a probe would also 
indicate the directions in which the strategy 
and its critical priorities have to change. 

The purpose of this paper is to probe the 
paradox of Indian planning by focusing on 
agriculture - a sector which accommodates 
most of the rural weak and disadvantaged 
- and which has been described by many 
as having become ‘a parking lot for the poor* 
over the planning decades. How did a sector 
which had a major technological revolution 
in the recent decades and which is believed 
to have a wide range ot commodities enjoying 
comparative advantage in international trade 
acquire this dubious distinction? Section 2 
describes the features of agricultural growth 
which seem to be related to the puzzling 
phenomenon of persistent poverty in the 
sector. Section 3 takes a look at the broad 
phases through which agricultural policies 
have evolved over the planning decades 
with a view to bnng out their links with the 
features of agricultural growth. Agriculture 
is a dreamland of technocrats who believe 
that it holds the key for the problems of 
India's poor. Section 4 provides brief 
glimpses of the recent trends in agricultural 
growth and the scenarios for the future 
visualised by the technocrats. It is hard to 
base any firm projection for the future on 
such scenarios bui they do help to an extent 
in obtaining a broad idea about the 
development opportunities becoming 
available in agriculture and their accessibility 
to the poor 

Regarding the policy implications of the 
emerging situation, the Agricultural Policy 
Resolution (APR) adopted recently (in 
September 1995) by the government of 
Karnataka should be of particular interest to 
students of Indian economy as the APR has 
formulated an innovative strategy and 
programme for agriculture based on a 


combination of bold measures for libera¬ 
lisation with** many countervailing steps to 
protect and help the poor. Section 5 presents 
an outline of APR highlighting its strategic 
components and targets. The implications of 
our analysis for the future policies are 
considered in the concluding section which 
lists a few broad guidelines. The section also 
offers some speculations about the process 
of change and adjustment which APR is 
likely to set in motion. 

n 

Agriculture and the Poor: Do the Poor 
Benefit from Agricultural Growth? 

A word of clarification about the question 
posed in the section title. It is certainly tnie 
that agricultural growth, particularly increase 
in foodgrain production, makes the life of 
the poor less harsh and precarious. In the 
Indian economy, according to the expressive 
phrase of M L Dantwala, reduction in food 
pnees brings in 'instant socialism*. White 
this is indeed the case, what is important for 
the perspective of this paper is to lmd out 
whether agricultural growth helps the poor 
in breaking through the constraints and 
barriers which hold them down below the 
poverty line. Unless the poor succeed in 
rising above the poverty line and improve 
their incomes further in a sustained manner, 
growth will only bring them some relief but, 
m effect, perpetuate their poverty. The final 
outcome for the poor would depend on the 
characteristics of the growth process and, 
even more, on the policy regime providing 
support to the poor. This section looks at* 
agricultural growth to see whi . .crit is "poor- 
friendly' in its impact. 

For the theme of this section, it is helpful 
to keep in mind the characteristics of growth 
process which are critical in determining the 
impact of the process on the poor. First, the 
long-term growth rale needs to be high and 
remain steady over time. The efforts that the 
poor have to make to participate in the 
growth process could be burdensome in 
terms of the income, time and other resources 
which they have to divert for this purpose. 
Unless growth rate is perceived by them as 
high and steady, they may not consider it 
worthwhile to pursue such efforts. Second, 
when growth is broad-based and is spread 
widely over areas and crops, not only would 
its accessibility to the poor be easy but, more 
important, even the relatively lazy and passive 
among the poor would find income- 
augmenting opportunities within their own 
familiar neighbourhoods. Third, labour¬ 
absorbing growth would obviously have a 
greater impact on the poor than when growth 
needs only a small number of highly skilled 
workers. Labour-absorbing growth permit¬ 
ting quick entry and relatively fast increases 
in initial incomes would also make it easier 
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for the poor lacking resources* skills end 
enterprise to acquire these step-by-step and 
cross the poverty line with their own efforts. 
Lastly, if growth brings about large increase 
ill labour-productivity, this would provide 
a base for continuing increased returns to 
producers and workers. It is, however, 
necessary to caution that increased labour- 
productivity does not automatically translate 
itself into increased incomes of producers 
and workers. A number of structural and 
other variables mediate between the two. 

Let us now look at the characteristics of 
agricultural growth in India during the 
planning era. It is best to begin by taking 
note of growth in gross domestic product 
(GDP) serving as the background. We rely 
for this purpose on the recent work of V M 
Dandekar (1994). The long-term perspective 
of the First Five-Year Plan was to double 
the per capita income in 27 years. This 
perspective was based on the assumption 
that while population would grow at an 
annual rate of 1.25 per cent, the rate of 
increase in GDP would be at least 3.88 per 
cent The actual performance fell short of 
even these modest targets aimed at in the 
First Plan. Between 1950-51 and 1980-81, 
GDP increased at an annual rate of only 3.58 
per cent while the population growth rate 
was 2.15 per cent per annum as against the 
rate of 1.25 per cent assumed in the First 
Plan. As a consequence, per capita GDP, 
instead of doubling, increased from Rs 1,194 
In 1950-51 to Rs 1,803 in!980-81 (both 
figures in 1980-81 prices), an increase of 
only 51 per cent over a period of 30 years. 
Not only has the GDP growth rate been 
modest but even more worrisome is the 
indication that the policy of population 
i control has virtually been a non-starter. The 
,decade 1980-81 to 1990-91 witnessed a faster 
GDP growth rate of 5.47 per cent per annum 
but there was practically no decrease in the 
population growth rate which remained at 
2* 13 per cent per annum. Further, as Dandekar 
1 points out. “at least a part of the increase 
)n the growth rate in the last decade (1980- 
81 to 1990-91) was due to a large increase 
in the public debt of the government and 
external debt of the country which led the 
government and the country into a fiscal 
^brlsis" [Dandekar 1994: 8-9]. 

} It is instructive to consider the growth 
performance of agriculture against the 
► background of modest overall growth rate 
* if the economy over the four decades of 
1 Manning along with practically no success 
,n the vital area of population control; 
According to Dandekar, the greater failure 
if the system has been on the population 
front. Given the dominant place of agriculture 


n the Indian economy, u is oniy 
Expected that the performance of the ecc 
irould depend on the abi lity of the agric 


jb move ahead which in turn is determined 


by the pace at which the rural people respond [BhaHa and Alagh 1979]. Such a growth 

and adjust to growing integration of village scenario is particularly unfortunate from the 

economieswiththelargernationaleconomy. point of view of the poor as areas with a 

It is necessary to keep in mind this human lot of poverty often turn out to be stagnating 

dimension of agriculture as liberalisation areas. Growth disparities across small areal 

would make it an even more critical deter- units like districts would arise from numerous 

minantof agricultural and rural development, district-specific features and circumstances. 

Among the major sectors, agriculture had The disparities would be relatively easy to 

the lowest rate of growth over the period read across larger units like states. Radha- 

1950-51 to 1990-91. The rate was 2.45 per krishna finds that growth rates in foodgrain 

cent per annum in agriculture for this period production over the period 1961 to 1985 

while the rate was almost double viz, 4.74 varied from over 5 per cent per annum in 

per cent per annum in non-agriculture. What Punjab and Haryana to nearly stagnant 

is even more important to note is that the production in Rajasthan [Radhakrishna 

agricultural growth rate was as low as 2.19 1993]. Taking growth rate of SDP in 

per cent per annum from 1950-51 to 1980- agriculture, Sawant and Achutan show that 

81, only a shade higher than the population the variation was from 0.17 in Kerala to 4.48 

growth rate of 2.15 per cent per annum. The m Maharashtra during the period 1968-69 

growth rate increased to 3.37 per centy per to 1981-82 and 1.49 in Gujarat to 6.88 in 

annum in the last decade, 1980-81 to 1990- West Bengal during 1981-82 to 1990-91 

91 though, strange as it may seem, the [Sawant and Achutan 1995]. 
government seems to have done little by way When agriculture remains virtually stag- 

of investment in agriculture during this nant over large areas, it creates acute distress 

decade! [Mishra 1995]. among the poor. Field surveys provide 

Apart from being slow, agricultural growth poignant glimpses of the conditions of the 

also remained confined to limited areas and poorin such areas. A recent UNDP-sponsored 

crops. In fact, the overall slow growth of study of labour market and employment m 

agriculture was an outcome of good growth Bihar indicated “continuance of the practice 

in a few pockets along with near stagnation of child labour, migration of labourers to 

over large areas. A district level study of other states, atrocities on the down-trodden 

agricultural growth revealed that during the and large-scale unemployment”’ (as reported 

period 1962-65 to 1970-73 out of289districts in the Economic Times, July 18, 1995). A 

covered in the study, one-quarter recorded frightening statistic revealed by the study 

negative growth; in another one-quarter, was that as much as 90 per cent of male 

growth was positive but less than 1.5 per population in the age-group of 18 and 35 

cent per annum. At the other end, less than migrates as labourers. Even children as 

one-f!fth of the districts achieved a growth young as seven years were taken from the 

rate of more than 4.5 per cent per annum villages to the carpet industries in Benaras 

Table 1. Production, Area and Yield or Important Crops/Crop-Groups 

Crop Production Area Yield Irrigated Area 

(million tonnes) (million ht) (kgs/hect) (percentages) 

I II 1 II I 11 1 II 

Wheat 64 55 1 9.8 23.0 655 2,397 31 5 78 4 

Rice 23.5 73.7 30.5 42.3 771 1,741 32.3 45.2 

Cotton 2.8 9.8 4.9 7.7 95 217 8.2 33.6 

Oilseeds 52 18.3 10 1 254 519 719 08 19.8 

Coarse cereals 16.8 26.3 38.8 33 8 433 778 8.5 9.3 

Pulses 8 2 12.1 202 22.6 405 534 7.8 9.5 

I = 1949 50, II • 1991-92 

Source * Agricultural Statistics at a Glance . March 1993, Government of India. 


Table 2 All-India Compound Growth Rates of Area. Production and Yield 

(Percentage per annum) 

1949-50 to 1964-65 1967-68 to 1980-81 1980-81 to 1991-92 

APY APY APY 

Rice L33 349 575 076 155 L46 0.55 3 69 3.13 

Wheat 2.68 3.99 1.27 2.94 5.64 2.61 0.33 3.59 3.25 

Coarse cereals 0.90 2.23 1.32 -1.03 0.62 1.67 -1.68 0.06 1.77 

Pulses 1.90 1 39 -4)50 0 45 -0.39 -0.83 0.08 1.42 1.34 

Foodgmins 1.41 2.93 1.52 0.38 2.39 1.99 -0.26 2.95 3.23 

Oilseeds 2.69 3 11 0.48 024 104 0.79 1.07 4.71 3.60 

Fibres 2.57 4.45 1.84 0.21 2.45 2.24 -0 78 2.78 3.60 

All Crops 1.61 3.13 1.50 0.54 2.38 1.83 005 3.21 3.16 

A - - - -. 

Source: Agricultural Statistics at a Glance , March 1993, Government of India. 
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and Bhadoi of Uttar Pradesh from where 
they never came back The study also found 
that, despite thegovernment ban.child labour 
migration to hazardous industries persisted 
Indeed, agricultural stagnation extracts a 
heavy price in terms of human suffenng and 
perpetuation of acute poverty It is sad to 
think that this has been the lot of the rural 
poor m large parts of the country through 
the decades of planning 

Fora fuller view of theeffects of disparities 
in agricultural growth on the poor, it is also 
necessary to consider the differences in this 
respect among the major crops (sec Table 1) 
Clearly, wheat and nee benefited most from 
growth as shown by their increasing area, 
production and yield Over the planning 
decades there has been a substantial increase 
in their extent of irrigation, in the case of 
nee, it needs to be remembered that as it is 
grown in high and assured rainfall areas its 
dependence on lmgation is not as cntical 
as that of other crops The next in growth 
performance wei e cotton and 01 (seeds though 
they still remain mainly rainfed crops The 
growth in such rainfed crops holds con¬ 
siderable promise for future If growth picks 
up in rainfed agriculture, many of the 
presently stagnant areas would be able to 
look forward to improved economic con¬ 
ditions The foodgrains of the poor - coarse 
cereals and pulses - had the least growth 
very modest increase in yields and an extent 
of irrigation which remained negligible over 
the entire period covered by the table It 
would be hardly unfair to call these the 
neglected crops 

It may seem strange at first sight that 
though agricultural growth was slow and 
confined to particular areas, statistical studies 
show inverse relationship between agn 
cultural growth rate and proportion of 
population below poverty line [Ahluwalia 
1978,1986 Desai 1986] There is abundant 
evidence that growth has a tnckle-down 
effect on poverty Many researchers would 
agree that changes in foodgrain prices in the 
wake of increase in foodgrain production 
help in reducing poverty Agricultural wages 
and employment also tend to increase as a 
result of agricultural growth However, not 
everyone is equally optimi Stic that the tnckle 
down effect of growth by itself eradicates 
poverty Bardhan for example has argued 
that in the context of unequal distribution 
of assets and access to resources, there could 
be negative effect of growth on the poor 
[Bardhan 1986] Also, some researchers 
find that the strength of the tnckle-down 
effect may have decreased over time [Ghose 
1995] 

In our view, a balanced assessment of the 
tnckle-down effect would be that while it 
bnngs some relief to the poor, the rate and 
spread of growth observed so far is unlikely 
to have raised the large number of poor in 


the economy to a status of sustained viability 
above the poverty line There are two 
significant pointers which seem to lend 
weight tothis proposition First, Sheila Bhalla 
who has studied m detail the employment 
effects of growth observes m her recent 
study “Low farm incomes on sub-marginal 
holdings combined with employment growth 
rates in the economy which have fallen 
increasingly below population growth rales 
place a large sub-set of the rural population 
m a situation wherethey have limited options" 
[Bhalla 1993 448] In other words, so long 
as the growth scenario continues to be what 
it has been so far the poor are likely to 
remain poor, in fact more are likely to join 
their ranks Second over the planning 
decades, the differential between the per 
capita GDP in agriculture and that in non- 
agnculture has markedly widened The ratio 
of non-agnculture per capita GDP to that m 
agriculture which was 2 19 m 1950 51 
increased to 2 69 in 1960-61,3 46 m 1970 
71 3 74 in 1980-81 and was as high as 4 20 
in 1990-91 [Dandekar 1994] 

The impact ol agricultural growth on the 
rural poor does not occur in a simple and 
direct manner The impact operates through 
a complicated network of relationships 
Bhalla finds that rising labour productivity 
does not automatically raise real wage rates 
Her hypothesis is Given rising labour 
productivity, when possibilities for non-farm 
work opened up the labour supply curve 
kinked upward in Lewisian fashion, and real 
wages began a hesitant climb [Bhalla, 1993 
455] She also finds that while technical 
progress m agriculture has not been of labour 
saving type in most of the crop-state com 
binations studied by her the cultivators 
response to rise in real wages is to cut down 
labour costs by reducing labour inputs As 
aresult nse in real wages turn out in Bhalla s 
study to be * the single most important cause 
of falling man-days per hectare'* [Bhalla 
1993 461] It is necessary to remember that 
most cultivator households would have 
underemployed family members who can 
replace hired labour when wages go up 
Bhalla stresses the importance of pursuing 
a strategy which combines promotion of 
agricultural growth with creation of more 
productive non-farm jobs 
Before proceeding further with the 
economist* s percepti in, let us briefly see the 
aspects of impact which a sociologist con¬ 
siders important Hie sociologist’s perspec 
tive is particularly relevant when the focus 
is on links between growth and human 
development The study we refer to comes 
from Haryana - belonging to the heartland 
of green revolution with impressive agn 
cultural growth - and is concerned with the 
changing socio-economic conditions of 
attached labourers in agriculture [Jodhka 
1994J The study finds that the attached 


labourers do not form a privileged class 
“among the poor, as assumed by some* nor 
do they see their position as being so” 
According to the study “the labourer gives 
up his freedom m order to avail interest free 
credit (he) is compelled to choose aft 
alternative that he not only dislikes but also 
finds economically less rewarding And the 
source ot his compulsion lies in his weak 
economic position the indebtedness and 
consequent compulsion to continue woikiftg 
as attached labourer does imply that there 
are elements of dependency in the relation¬ 
ship* [Jodhka 1994 A-106] Interestingly* 
the study reports that the system of attached 
labour is on decline as a result of "near total 
erosion* of the ideology of patronage and 
loyalty in the wake of development of 
capitalism in agriculture This process is 
strengthened by the growing integration of 
rural society with the national economy The 
study also reports that m the changing context 
the power of dominant castes and landlords 
weakens This turn of events would be 
favourable fortheerstwhile attached labourer 
if begetsadequateemploymentinagnculture 
or outside This probably was the case in 
Haryana but not true of the country as a 
whole 

In fact, Dandekar believes that the growing 
disparity between agriculture and non- 
agnculture in per capita GDP anses pnmanly 
from the structural feature of the Indian 
economy that despite this dispanty, popu¬ 
lation does not move from agnculture to 
non-agnculture This is due to the fact that 
the non agncultural sector is in part an 
'organised* sector and entry into that sector 
is highly restneted As Dandekar pointedly 
remarks “the sector does not take in any 
more people than it can remunerate at a 
relatively high level All the rest must stay 
behind in agnculture and share whatever 
may grow there Agnculture is a parking lot 
for the poor* [Dandekar 1994 14] 
Interestingly, the relatively high remune¬ 
ration received by those fortunate enough 
to be in the ‘organised’ sector has rather 
tenuous links with productivity It would 
indeed be difficult to discover the economic 
rationale of salanes received by the growing 
numbers employed in administration and 
returns accruing to those earning their liveli¬ 
hood and more in heavily protected industries 
which have been described by an observer 
as overstaffed and incapable of surviving in 
the open and competitive environment [Rao 
1994] It is beyond the scope of this paper 
to bnng out the histoncal factors shaping 
the Indian society which have given nse to 
small but high-profile enclaves of con¬ 
spicuous affluence in a desparately poor 
country An explanation for India's poor 
record in the area of human development has 
to be sought in these factors and the forces 
behind them We get some glimpses of them 
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in (he next section while looking at agri¬ 
cultural policies but just enough for (he 
limited purpose of this paper 

in 

Three Phases in Agricultural Policy 

Agricultural policies in India form a large 
and vaned collection where rhetoric often 
hides numeros ambiguities and contra¬ 
dictions It is usual for implementation of 
policies to be slow and tardy resulting in 
actual achievements far too modest in 
comparison with the ambitious targets with 
which the policies are launched When one 
considers a broad sector like agriculture and 
policies spanning a penod ot almost half a 
century, any assessment would necessarily 
have to be impressionistic and subjective 
In fact, one can detect few consensus but 
many bitter controversies in the vast literature 
on the policies, a significant part of which 
ts taken up by recurring feuds and mutual 
recriminations among the proponents and 
opponents These produce more noise than 
light Given these difficulties, it is necessary 
to begin with explaining the limited scope 
and purpose of this section 

It was seen in Section I that the Indian 
planning system has had a poor record in 
the area of human development This was 
followed by the argument in Section 11 that 
the characteristics of agricultural growth 
during the planning decades have not been 
favourable from the point of view of impact 
of growth on the poor This is particularly 
true when one considers the benefits of 
growth in terms ot sustained development 
of the poor above the poverty line The 
purpose of this section is to try to offer an 
explanation tor the intriguing feature of our 
agricultural policies that while they promoted 
growth, the growth was not of the type 
which could directly and substantially benefit 
the poor To understand this puzzle, it is 
necessary to locate these policies in the 
broader socio-economic context of the 
country The economist often has a larger- 
than-life image ot the government as a 
powerful entity capable ot moulding the 
society as it wants This is hardly the case 
in India It would be closer to truth ro say 
that the government in India is quite narrowly 
constrained in its policy-making by the 
features of the economy and polity, both 
formulation of policies and the actual end 
results ot policies deviate from the declared 
objective of serving the interests of the poor 
owing to many compulsions and pressures 
Our attempt in this section is to understand 
the phases in agricultural policies in terms 
of the policy maker' s response to the broader 
events and changes in the economy 

The first decade of planning (1951-61) 
spanning the penod from the launching ot 
the First Five-Year Plan to the critical 


terminal years of the Second Plan was the 
opening phase of agricultural policies with 
several distinctive features First, the policies 
dunng this phase bear a clear impnnt of the 
Nehruvian ideology of industnalisation of 
India and modernisation of rural society As 
Radhaknshna observes, “ in the first penod 
the main thrust was on institutional and 
agranan reforms as well as expansion of the 
agranan base" [Radhaknshna 1993] The 
intermediary landlordism known as the 
Zamindan system was abolished and, as a 
result 20 million statutory tenants acquired 
occupancy rights leading to considerable 
increase m the area under the owner-operated 
system Observers believe that this removed 
a major hindrance in the way of modem 
agriculture "Abolition of zamindari and 
similar intermediary tenures which were 
highly inequitable and oppressive was a 
progressive measure Its abolition covenng 
some 40 per cent of the cultivated area must 
be considered an improvement in agranan 
relations" [Dantwala 1986] Further, tenancy 
laws were enacted in almost all the states 
for provision of secunty of tenure to the 
tenant regulation of rent and conferring of 
ownerhip rights on cultivating tenants 
Another measure implemented was the 
legislation to impose land ceilings Apart 
from these ambitious moves for land reforms, 
efforts were also made to minimise the 
exploitation of cultivators by moneylenders 
and traders by expanding agricultural credit 
and other co-operatives Radhaknshna 
estimates that by the end of the First Five- 
Year Plan two million agricultural co¬ 
operatives came into existence and the credit 
provided by them increased from 8 per cent 
of total borrowings of cultivators m the early 
1950s to 30 per cent by the mid-1960s 
Further, the community development 
programme launched in 1952 with a view 
to changing rural attitudes to modernisation 
covered by the end of 1950s nearly all of 
India's half a million village compnsmg 300 
million rural people Looking back on the 
first decade of planning, even a cynic would 
be moved by the sweep and thrust of reforms 
bearing clearly the impnnt of Nehru s vision 
of modem India and his determination to 
take quick stndes towards realising the vision 
It would seem from hindsight that Nehru’s 
vision of transforming rural India rested on 
an overly optimistic assumption about 
agnculture Hewa&aleaderinahurrygoading 
his people to shed their backwardness and 
catch up with the developed societies His 
strategy was to use the public sector as in 
instrument to lay the foundations for modem 
industnes in the hope that these would 
provide the thrust for the economy as a 
whole including its agricultural and rural 
sectors to surge ahead As the First Five- 
Year Plan observed, "the development of 
more intensive and diversified agricultural 


production and Of a more diversified occu¬ 
pational structure in rural areas will increase 
the volume of rural employment and bring 
increasing opportunities to agricultural 
workers” [Planning Commission 1953 318] 
There was indeed a spurt in foodgrain pro¬ 
duction dunng the penod of the First Five- 
Year Plan In May 1955, the prices of cereals 
declined sharply with the pnee index of 
cereals (1952-53 « 100) reaching the low 
level of 67 However, the underlying trend 
rate of growth remained modest and was 
based more on area expansion than on im¬ 
provement in yield While the gross imga- 
ted area increased from 22 6 million hectares 
in 1950-51 to 32 7 million hectares in 1966- 
67. the fertiliser consumption per hectare - 
a suggestive index of technological change 
- was only 7 kg per hectare in 1966-67 
Why did technology lag behind despite 
the ambitious reform measures implemented 
dunng the penod ’ One can offer several 
plausible guesses Reforms take time to bnng 
about the desired changes in people, insti¬ 
tutions and traditional modes of behaviour 
It is also likely that there were few new 
technologies awaiting to be adopted and that 
the policy-maker paid little attention to 
generation of new technologies Develop¬ 
ment economists have argued that trans¬ 
formation of traditional agnculture is not 
possible unless adequate new technologies 
become available [Schultz 1964] On the 
other hand, many in India among the policy¬ 
makers and analysts regarded industry as the 
pnme source of growth with agnculture 
playing the supporting role ot providing 
food raw materials and surplus labour for 
industnal growth In fact withtheavailability 
of abundant foodgrains on concessional terms 
under US Agncultural Trade Development 
and Assistance Act, 1954 (popularly known 
as PL480), the policy-maker chose the softer 
alternative of importing foodgrains in 
preferencetodevlopingdomestic agnculture 
As Dandekar ruefully notes, "This was the 
beginning of a new phase of the food policy, 
which lasted for ten years from 1957 to 
1966 The new policy was to import as much 
food as possible under PL480 which meanl 
dependence not only on food imports paid 
for, but on tood aid from the US The strategy 
was to bnng down the pnees of foodgrains 
m the country by releasing these supplies 
in unlimited quantities at the lowest possible 
pnee, or in other words, as the government 
desenbed it, by creating a 'psychology ol 
abundance in the country'" [Dandekai 
1994 219] This policy provides a cleai 
indication of the over-riding importance that 
the policy-maker attached to the objective 
of keeping the urban consumer contented 
even by depressing prices to the level 
affecting the producer incentives 
Policies seeking to reform and modernise 
a large sector like agnculture are bound tc 
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have several side effects on the rural society, 
not all of them being in line with the policy 
objectives A side effect which is particularly 
important to take note of in this paper is the 
emergence of a substantial middle strata in 
the rural communities consisting chiefly of 
cultivators with modest to not-very-large 
holdings but enterprising enough to seize 
the new economic opportunities made 
available by the government policies or 
market forces There are indications 
suggesUng that the disappearance of absentee 
landlords (owing to the abolition of 
intermediary tenures), better protection and 
incentives to tenant cultivators (owing to 
tenancy legislation) and a brake on continuing 
accumulation of land by large owners (owing 
to ceiling legislation) benefited the 'better- 
off owner-cum-tenants’ cultivating the maior 
part of the tenanted land [Rudra 1978] It 
is likely that this group had good rapport 
and contacts with development personnel 
and constituted the major part ot beneficiaries 
of variety of schemes implemented by the 
government and other agencies It would be 
a reasonable assumption that the emergence 
ot an enterprising and dynamic middle strata 
in-ihe rural society is a positive factor helping 
growth and diversification ot agriculture 
and rural economy It could broaden the 
rural labour market make for taster rural 
urban integration halt the process of 
polarisation and weaken the hold of rent 
seekers on rural people and resouices 
However as we shall see below thcirgrowing 
influence and status in the rural economy 
is not an unmixed blessing tor the poor 
To sum up the focus ot agricultural policies 
in the first phase remained on reforming 
agrarian structure building up co-operatives 
creation ot extension network and improving 
rural infrastructures including irrigation 
These were essential components for 
modernising rural society and enabling rural 
poor to participate in development The 
implementation of the reforms left many 
gaps and the processes of change initiated 
by them proved to be uneven and slow- 
moving compared to the policy-maker's 
expectations Given the vast size of India 
and the hold of traditions on rural com¬ 
munities, a faster change was probably 
unrealistic to hope for However, a more 
serious lacuna in the policies arose from the 
policy-maker’s ambivalent perspective on 
agricultural growth He either believed that 
growth would respond quickly and in ample 
measure to the stimulus provided by reforms 
or he viewed agriculture as only a supporting 
sector helping modem industries to generate 
growth The readiness with which he turned 
to PL480 imports suggests that he did not 
worry about their depressing effects on 
domestic production Whatever the precise 
reason which must remain a matter of 
speculation, the pace of agncultural growth 
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during the first phase remained modest with 
expansion in area contributing a large part 
of it Whatever technological change did 
occur during the first phase probably re¬ 
mained confined to the middle strata in rural 
communities which steadily gathered 
strength owing to its enterprise and ability 
to participate in government development 
schemes While the condiuons of the poor 
might have improved in some respects, they 
continued to remain peripheral in the larger 
economy 

The second phase in agncultural policies 
was almost forced on the policy-maker by 
the severe food ensis during the second and 
third five year plan penods and the realisation 
that continuing reliance on food imports and 
aid imposes a heavy cost in terms of political 
pressures and economic instability The 
second phase represented the policy-maker’s 
desperate bid to secure a quick breakthrough 
in domestic production In the circumstances 
prevailing then the only feasible strategy 
for this purpose was to work for a rapid 
spread of high-yielding varieties of wheat 
and rice in fer lie areas having copious 
irrigation and industrious farmers capable of 
adopting fertiliser cum-water-intensive 
technology giving quantum jump in yields 
The results of the strategy were quick and 
dramatic Production of wheat which had 
crawled up from 6 million tonnes in 1949 
50 to 10 million tonnes in 1965-66 - an 
increase of only 4 million tonnes over a 
period of 16 years reached the level of 26 
million tonnes m 1971 72 and nearly 36 
million tonnes by the late 1970s Increase 
in the production of rice, while not as 
spectacular as in the case of wheat was quite 
impressive The production which had 
increased from 24 million tonnes in 1949- 
50 to 31 million tonnes in 1965 66 went up 
to 43 million tonnes in 1971-72 and further 
lo 54 million tonnes in 1978-79 Not only 
did the production of wheat and nee increase 
dramatically to earn the label of 'green 
revolution’ but it was also observed that 
even farmers with modest holding could 
achieve increase in production and that 
benefits of increased employment were also 
obtained by large numbers of labourers 
migrating from poor areas Equally 
important, net imports of foodgrains which 
had reached the high level of 6 40 million 
tonnes per annum during the period 1966- 
70 as compared fo 2 42 million tonnes per 
annum during 1951 55, decreased to -0 08 
million tonnes per annum during the period 
1976-80, between the periods 1966-70 and 
1976-80, per annum net availability of 
foodgrains'incrcased from 82 million tonnes 
to 104 million tonnes and gross output of 
foodgrains from 87 million tonnes to 120 
million tonnes 

Whatever may be the original intention of 
the policy-maker, the spectacular success of 
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the green revolution and the accumulating 
evidence of its immediate and long-term 
impact seem to have persuaded the policy¬ 
maker to increasingly turn to technology- 
based strategies to face the baffling problems 
of agriculture and rural economy. A 
significant indicator of the changing policy 
perspective is provided by the rapid 
improvement in the technological base Of 
agriculture According to Radhoknshna, the 
gross irrigated area increased from 33 million 
hectares in 1966-67 to 52 million hectares 
in 1983-84, over the same period, fertiliser 
use increased from 7 kg/ha to 4S kg/ha and 
area under HYV from 2 million hectares to 
52 million hectares The new agncultural 
technology provided avenues for pnvste 
investment in agnculture The number of oil 
engines increased from 0 23 million in 1966- 
67 to 3 55 million in 1984-85 Radhaknshna 
also quotes a CM1E estimate that the share 
of industry in the material inputs of 
agriculture increased from 25 percent to 50 
per cent dunng this penod 
Along with the increasing preoccupation 
of the policy-maker with technology-based 
strategies came noticeable diminution in his 
interest in agranan reforms and institution 
building Gone was the missionary zeal of 
the earlier phase for legislative measure to 
protect tenants and to redistribute land One 
would have expected greater concern in the 
new technological phase about the need to 
rationalise the farm structure by imple¬ 
menting schemes for consolidation of 
holdings But there was little action in this 
direction too The entry of commercial banks 
in the field of rural credit and the creation 
of fresh tier ot regional rural banks reflects 
a measure of disenchantment with co¬ 
operatives A tempting characterisation of 
the agncultural policies dunng the penod 
late 1960s to early 1980s is that they were 
focused on promoting capitalist agnculture 
in the areas undergoing rapid technological 
change or having promising potential in this 
direction Research,extension, input supply, 
credit, and pnee and marketing suppon to 
help these areas were the policy-maker's 
prime concern, he had little interest in 
agranan reforms and still less in undertaking 
the massive investments and suppon 
measures needed by the vast areas remaining 
outside his main focus Dandekar in his 
recent book gives a graphic descnption of 
the emerging viable sector in agnculture and 
Us contrasting features as compared to those 
of the large and traditional non-viable sector 
The production-cum-technology approach 
to agnculture was supplemented by the 
policy-maker with fairly deteimned efforts 
to provide food and employment secunty to 
the poor The establishment of Food 
Corporation of India and Agncultural Pnce 
Commission (now Comvnssion for Agn¬ 
cultural Costs and Prices) in 1965 provided 
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a stable institutional base for giving price 
and market support to producers of food- 
grains, for evening out fluctuations in 
production from year to year and for ar¬ 
ranging orderly release of foodgruns month- 
by-month The public distribution system 
acquired a wide rural spread While the 
system had many shortcomings, it at least 
ensured a measure of protection to the poor 
m scarcity years Along with these measures, 
an attempt was made to expand employment 
programmes on a massive scale and to 
integrate them with area development 
programmes for conservation and rational 
use ot land and water resources For the large 
drought-prone areas with limited irrigation 
potential, the objective was to ‘drought- 
proof them by using the available surplus 
labour in land and water development 
programmes Drawing of poverty-line and 
elaborate monitonng of people falling below 
the line at frequent intervals became a regular 
exercise for the policy-making bodies at the 
highest level 

Despite green revolution and wide ranging 
measures to eradicate poverty, the poor 
appear to have continued to remain under 
considerable economic pressure The per 
capita annual availability of foodgrains which 
was 161 kg during the period 1956-60 
remained at the same level in I <>76-80 The 
growth rates of different crops, excepting 
wheat, were less over the post-green 
revolution period 1966-85 than during the 
pre-green revolution period 1950-65 This 
was due to the fact that the improvement in 
yield owing to the green revolution remained 
confined to a few crops and could not fully 
compensate for the slowing down ot the 
expansion in area under crops [Hanumantha 
Rao ct al 1988] The available statistical 
evidence appears to show some improvement 
in wage rate but not in employment and 
income The diversity of patterns in this 
respect is brought out well by the following 
observation of Radhaknshna The state- 
wise data on the growth rates of agricultural 
employment wages and NDP in agriculture 
provide interesting patterns States with a 
high output growth like Punjab and Haryana 
recorded negligible employment expansion 
accompanied by a dec lining wage rate states 
with a moderately high growth rate of output 
hkeOu}arat Maharashtra Onssa and Andhra 
Pradesh witnessed impiovemcni in 
employment expansion as well as in real 
wage rale states with low agricultural growth 
such as Bihar and Madhya Pradesh ex¬ 
perienced negligible employment expansion 
but a higher growth of real wage rate and, 
lastly agriculturally stagnant states such as 
Kerala and Tamil Nadu could achieve neither 
employment growth nor improvement in 
wage rate These results clearly indicate that 
generalisations on the behaviour ot growth, 
employment and real wages on the basis of 


cross-section data are difficult to amve at 
and a deeper understanding of the operation 
of institutional and technological factors 
which tend to be region-specific is needed” 
[Radhaknshna 1993 195] The results of 
programmes for ‘drought-proofing* and 
conservation of land and water resources 
were too modest to show up at the aggregate 
level [Ahluwalia 1991] 

While the direct impact of the second 
phase of agricultural policies has not been 
favourable for human development it is 
necessary to take note of the opportunities 
they opened up for human development in 
future First, the achievement of food self- 
sufficiency at the macro-level, however 
fragile, has been a major and significant step 
towards building India into a strong nation, 
a country which cannot feed itself is hardly 
likely in the emerging international setting 
to enjoy for long freedom in a true sense 
Second green revolution has had a 
tremendous impact on the policy-maker as 
well as the elites making them aware of the 
capacity of the Indian farmer and agriculture 
to generate growth which few had appreciated 
until then Third, the right of the poor for 
development and the need for priority pro 
grammes targeted on them has been accep 
ted by the policy-maker It is true that what 
the poor are getting now is no more than 
a modest measure of relief in the form of 
employment and access to food even 
effectivcemployment cum food security, the 
minimum input needed to put the poor on 
the road to development, still remains a 
distant and uncertain goal However with 
politicisation of the rural masses the clout 
of the poor to extract more and more from 
the pohey-makermay be expected to increase 
m future What is important is that the poor 
use their political clout wisely rather than 
in a manner which may ultimately harm 
them This is an area where voluntary 
organisations can help the poor through 
programmes for sensitisation and enhancing 
awareness In the long-run reliance for this 
purpose will have to be placed on better 
education health nutrition and co-operative 
modes of group activities Taking together 
the policies pursued dunng the first and 
second phases, it would be fair to say that 
while they went some way in creating 
conditions favourable for human develop¬ 
ment the pace and thrust ot change in this 
direction remained weak and differed 
markedly from area to area and as among 
different sections of people In particular, 
the impact on the poor has been far too 
modest to help them become economically 
viable Human development can hardly occur 
in a sustained manner in populations with 
substantial numbers lacking basic economic 
viability Thus, the position at the end of the 
second phase of agricultural policies in the 
early 1980s was that despite three decades 


of planning and a major shift in strategy tn 
the mid-1960s to secure breakthrough in 
production, the policy-maker could not build 
up a coherent and effective approach to 
promote human development 
Unlike the first and second phases in 
agricultural policies which are easy to 
characterise as the policy-maker had a clear 
and identifiable focus to policies, the third 
phase which can be dated from the early 
1980s found him either uncertain of the 
direction in which to move or unable to take 
the steps which he repeatedly declared as 
essential for further progress A significant 
pointer to this mood of the policy-maker is 
that, even when he acted decisively in other 
sectors to introduce far-reaching measures 
for liberalisation, the draft agricultural policy 
which was prepared towards the end of the 
1980s was not even presented to the 
parliament until the latter half of 1995 Some 
observers have sought to explain this mood 
in terms of ‘powerful mental blocks whi< h 
keep thinking about agriculture in a primitive 
mode* ‘‘Food sell-sufficienr y at any cost is 
regarded as sacrosanct agriculture happens 
to be the victim of this shibboleth at a time 
when attitudes towards industry have become 
much less protectionist agncultureemploys 
or harbours a large proportion of the poor, 
hence policies towards it carry a borrowed 
tinge of anti-poverty programmes* [Desai 
1993 273] 

While it is true that agricultural policies 
often do not look beyond retaining food self 
sutf lcieni y and providing a measure of relief 
to the rural poor it is important to recognise 
that rationalisation of agricultural policies 
faces some major barriers which, ironically, 
have been created by the policy maker’s 
own actions in the past We can identify at 
least three such barriers which are bnefl) 
described below First, the middle strata ir 
the rural society which gained land owm( 
to agrarian reforms implemented dunng the 
first phase and were the major beneficianei 
of the green revolution technologies dunnj 
the second phase, developed by the earl) 

1980s into an organised and articulate lobby 
with a commendable capacity to confront 
the government to extract a vanety of open 
and hidden subsidies It is regrettable that 
the past policies of the government have had 
the effect of diverting the attention of this 
strata from the field of agncultural and rural 
growth where they can excel to making easy 
gams from the virtual flood of government 
funds flowing into villages It is now 
practically impossible to allow the markets 
to determine the prices of outputs and inputs 
affecting this strata When this strata is 
considered along with other far more elitist 
groups with much longer record of living 
off the government even a hardened optimist 
may shudder at the thought of what tomor¬ 
row may bring Dandekar diagnoses the 
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in any attempt to reduce the avenue deficit 
the attention gets focused on food and 
fertiliser subsidies without realising that 
almost everything in this country is 
subsidised because almost nobody is willing 
to pay the full cost of the services he/she 
receives from the society 1 * [Dandekar 
1994:391]. Second, the public investments 
in agriculture have gone down in recent 
years. It is possible that with the levelling 
off of growth in the green revolution areas, 
the policy-maker has to enter areas with 
backward agriculture but he hestitates as 
investments in such areas need vast amounts, 
long wait for returns and back-breaking 
ground work at the grass roots level. In this 
connection, it is interesting to ask why, 
unlike the green revolution technologies 
which spread like wild fire, the ICR1SAT 
technologies which promise bumper yields 
even in drought years have been field-shy, 
languishing in laboratories for more than a 
decade [Rao 1992]. Third, the policy-maker 
has to strike a difficult balance between the 
growing pressures from the poor for a larger 
slice of the cake and resources needed for 
accelerating growth and for much more 
expanded allocations than now for human 
development inputs like education, health, 
housing, etc. A strategy which can help the 
policy-maker to overcome these dilemmas 
is to liberalise agriculture by reducing direct 
government interventions and restrictions. 
The policy-maker would still have to take 
care of some essential functions but his role 
would be radically different in the new 
strategy. The hopes for the new strategy are 
based on the emerging development 
opportunities in agriculture which could 
reconcile the objective of growth with the 
goal of bringing the poor and backward 
within the mainstream of development. The 
next section gives some glimpses of these 
opportunities. 

IV 

Development Opportunities 
in Agriculture: Recent 
Trends and Prospects 

There has been a remarkable turn of events 
in agricultural and rural sectors during the 
1980$ which stands out in sharp contrast to 
the policy-making during this period which 
seems to have lost its earlier focus and thrust. 
Statistical evidence is quite clear that both 
agricultural growth and rural diversification 
picked up momentum during the 1980s and 
that this process covered many areas which 
had shown little impact of growth in the 
earlier decades. Though the reasons for this 
phenomenon are yet to be fully explained 
the main stimulus appears to have come 
from market forces and farmers’ own efforts 
and enterprise. A reasonable working 
hypothesis as a basis for further policies is 


&af 1 the rtirtltcoTK>mylncludiiig agriculture 
has how reached a stage where growth with 
good spread and coverage is generated 
endogenously through normal economic 
processes. While the past policies of the 
government have obviously played an im¬ 
portant role in helping the rural economy 
to reach this stage, the point to be noted 
about the future is that the government would 
have to shift the emphasis from direct inter¬ 
ventions in the rural economy to undertaking 
supporting tasks. A little reflection would 
show that this is precisely the situation in 
which moves towards liberalisation become 
the x right strategy to adopt. 

This is also suggested by another feature 
of the recent trends in rural economy, viz, 
a widening range of economic activities, 
many of them non-traditional in nature, are 
now contributing to rural growth. The earlier 
conceptionof non-agricultural rural activities 
in terms of village and cottage industries and 
old-style artisan activities is no more adequate 
to comprehend the emerging opportunities 
in rural areas. These opportunities arc 
characterised by value addition beyond 
primary production, employment with 
improved skill-content and wages, growing 
contractual relations with corporate bodies 
engaged in land-based production activities 
and faster process of integration of rural 
producers and consumers with the markets 
of outside world where distances are 
shrinking at an alarming pace. Such is likely 
to be the power and sweep of this process 
that rural communities and their different 
strata would have to make major adjustments 
to cope with the changing situation. Hasty 
and ill-prepared government interventions 
could easily do more harm than good. On 
the other hand, carefully planned and 
implemented support measures would bring 
the essential dimensions of human develop¬ 
ment like education, health, nutrition and 
skills within the reach of substantial sections 
of rural people. The purpose of this section 
is to present the context for policy-making 
in terms of review of recent trends in agri¬ 
cultural growth and the promise they hold 
for the future. 

Table 2 presents a summary picture of the 
remarkable pcrformanceof agriculture during 
the 1980s. The growth rate of production of 
‘all crops' at 3.21 per cent per annum was 
the highest since independence. It exceeded 
the growth rate during the green revolution 
period (2.38 per cent per annum during 
1967-68 to 1980-81) by a convincing margin. 
While the earlier period 1949-50 to 1964- 
65 also had a relatively high growth rate 
(3.13 per cent per annum) a major part of 
it was contributed by area expansion. In 
contrast, the growth of agriculture during 
1980-81 to 1991-92 was almost entirely due 
to yield improvement. In fact, the growth 
rate of yield during this period (3.16 per cent 


per annum) was not oidy mochhigher than 
that during tte earUerpericKfe but, even more 
significant, it clearly exceeded the population 
growth rate while the reverse was tnie-in the 
earlier periods, even during the green ; 
revolution years. A clue to this remarkable 
performance is provided by the last column . 
in the table which shows that faster improve* ; 
mem in yield occurred across the board m ; 
all crops/crop groups covered in the table 
including even pulses whose yield had a 
negative rateduring the earlier periods. Those 
who feel worried about the impact of | 
agricultural diversification on foodgrain pro- - 
duction may note that foodgrain production >; 
grew at the rate of nearly 3 per cent per!/ 
annum during 1980-81 to 1991-92, the 
highest since independence and much higher ' 
than the rate during the green revolution 
years, despite the negative growth rate Of; 
area under foodgrains. 

It is important to check that growth rates 
for the period 1980-81 to 1991-92 reflect 
the situation on the ground and are not a 
result of peculiarities of statistical data. An 
elaborate statistical exercise was recently 
undertaken to estimate growth rates of area, 
production and yield by principal crops and 
major states [Sawant and Achutan 1995}* 
This study also covered analysis of index 
numbers of 'foodgrains', ‘non-foodgrains* 
and ‘all crops’ as well as of the national and 
state level series of net domestic product of 
agriculture which is a good indicator of its 
aggregate performance. The conclusions of 
this study are worth noting in some detail , 

(i) There has been an upsurge in the 
aggregate production and productivity 
in Indian agriculture during the 1980s 
which cannot be attributed merely to 
favourable weather. The fact that the 
contribution of yield improvement has 
been far more important than that of 
expansion in area indicates that the 
process of growth has been techno¬ 
logically more dynamic (as compared 
to the earlier green revolution years). 

(ii) Unlike in the past, yield growth has 
been more impressive fornon-foodgrains 
than foodgrains and, among the food- 
grains, for kharif foodgrains vis-a-vis 
rabi foodgrains. Acceleration in yield 
growth occurred in case of rice, maize, 
other pulses, rapeseed, sesame, 
soyabean, rubber and cotton. For many 
other crops yield continued to expand 
at the pre-1981 rates. The indication, on 
the whole, is that of a much wider 
diffusion of technology across crops 
than in the past. 

(iii) Foodgrains output growth picked up in 
many less developed areas from the' 
central and eastern regions where growth 
had been sluggish in the early phase of 
the green revolution. With fairly rapid 
expansion in productivity of non-food- 
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(print* growth in tgiicultiuii lnoo^ 
too accelerated m majority of the stitet 
In the 1980s In sum, agricultural growth 
has become more broad-based m recent 
years 

What explains the performance of agri¬ 
culture during the 1980s 9 Sawant and 
Achutan offer the guess “Many factors 
associated with the wider adoption of new 
technology must have contributed" but they 
add “their elaborate and up-to-date analysis 
is out of the scope of the present paper" 
While we did not come across such an 
analysis in our literature survey, a recent 

* study of capital formation in agriculture 
provides the suggestive clue that in contrast 
to the continued decline in public sector real 
capital formation m agriculture during the 
1980s. “private sector capital formation 
continued to nse throughout the decade 
more than compensating the fall in the public 
sectorcapital formation” [Mishra and Chand 
199S] The authors also find that “the 
marginal efficiency of capital increased from 
0 15 to 0 28 and further to 0 41 during the 
time when public capital formation declined 
Tbis improvement was due to comparatively 
higher sectoral GDP growth than that of 
fixed capital formation” The authors attribute 
the growth in the pnvate capital formation 
to the activities of 'politically conscious, 
interest seeking, organised groups of 
farmers Strangely, the authors are silent on 
the factors behind the improvement in the 
marginal efficiency of capital, noting only 
that the sectoral GDP growth was higher 
than that of fixed capital formation It one 

• takes Mishra and Chand findings on pnvate 
capital formation and efficiency of apital 
use along with the Sawant and Achutan 
findings on agncultural growth, there would 
seem to be enough ground to support the 
presumption that the farmers played an active, 
possibly even a dominant, role in the turn 
of events in agnculture which occunred in 
the 1980s 

Economists believe that a dynamic 
agnculture brings about rural diversification 
by transmitting growth impulses to other 
rural sectors The trends observed in the 
1980s are consistent with this theory 
According to Vaidy anathan' s estimates based 
on NSS data, while the number of rural 
workers increased from 220 million in 1977- 
78 to 257 million in 1987-88 (an increase 
of 17 per cent over the decade), the number 
of rural non-agncultural workers increased 
by over 50 per cent from 36 7 million to 56 
million, over this penod, the proportion of 
rural non-agncultural workers to total rural 
workers increased from 17 per cent to 22 
per cent (Vaidyanathan, 1994) Did this 
increase in the rural non-agncultural em¬ 
ployment result trom the inability of the 
agricultural sector to accommodate more 
workers and. in this sense, was a distress 


phenometw 'wktyy 

discussed explanations' for rural non- 
agikultural growth as an outcome of distress, 
Vaidyanathan argues that if these explana¬ 
tions were true, there should have been “a 
depression of real wage rates in rural areas" 
His analysis of wage rates, on the other hand, 
shows clearly that “real wage rates have 
nsen for both sexes and for both regular and 
casual workers, in both urban and rural areas, 
and in practically all states The nse in rural 
real wage rates across the board, taken 
together with the rapid expansion of non- 
agncultural employment, strongly belies the 
residual sector hypothesis, the growth in 
non-agncultural employment does not seem 
to be a distress phenomenon, it reflects a real 
growth in the volume of rural non-farm 
activity whose underlying factors deserve 
closer examination" [Vaidyanathan 1994] 
While Vaidyanathan’s study does not focus 
on these factors, he offers some insightful 
comments on the features of the emerging 
situation which are favourable tor rural non- 
agncultural activities These include growing 
commercialisation of agnculture and rural 
economy, nsing tendency for processing of 
farm products to be shifted out of the 
household into specialised enterprises, 
increasing integration of village into the 
wider market economy and changing rural 
consumption patterns in favour of non-tradi- 
tional manufactured items Vaidyanathan 
also finds that decline in traditional industries 
(hand spinning, leather, earthenware, etc) 
has been more than made up by expansion 
of “bidi-making, food industry textile pro¬ 
ducts and non-metallic mineral products 
One of the largest increases has been in 
repair shops Estimated employment of rural 
workers in relatively modem industries like 
rubber, plastic, chemical and metal products 
have also nsen in several cases faster than 
the total employment in the industry The 
major part of the increase (about two-third) 
in service sector employment is on account 
of community and personal services in the 
pnvate sector" [Vaidyanathan 1994] 
Looking ahead becomes difficult when 
we are in the midst of a sharp break with 
the past trends Not only did the 1980s 
witness a marked quickening of the growth 
process and its spread but, more dis¬ 
concerting, the factors behind the fast pace 
of change and the role that the government 
policies played are yet to be adequately 
assessed A further complicating circum¬ 
stance is that during the coming years 
numerous dispersed growth thrusts centred 
abound particular regions/crops/commodities 
may geg superimposed on the steady trend 
component of growth It is not an accident 
that futurological exercises available m the 
literature often differ markedly in both their 
forecasts and prescriptions, it is indeed 
fortunate that tew take them at their word 


Pat the Umi tod puipose of paper, it to 

enough to indicate the broad nature of 
development opportunities likely to emerge 
m the coming years An opportunity has an 
uncertain outcome but advance policies and 
steps can be taken to maximise the chances 
of its actuahsation In this sense, making 
guesses about opportunities is the next best 
thing to do when future defies meaningful 
forecasting From the point of view of pro¬ 
moting human development, two major 
emerging groups of opportunities could be 
identified First, there would be numerous 
new and viable commodity-based or service- 
based activities with large potential markets 
which could be placed within the reach of 
even the rural poor provided infrastructures 
are adequate, markets are reasonably orderly 
and producers form groups to enjoy benefits 
of scale and bargaining power m their 
purchase and sales transactions Hie policies 
ought to be of facilitating kind without 
involving subsidies or commitment to 
achieve predetermined targets which have 
been the bane of such schemes in the past 
Activities should emerge in the course of the 
interplay of market forces and the initiative 
and efforts to take them up should be left 
to the rural people They may be helped with 
information and expeit advice but not 
pressurised or offered blandishments It may 
seem that this would mean interminable 
waiting and few successes Actually, in an 
ambience of growth and diversification, 
leaving the new activities to markets and 
rural people may be the strategy producing 
the quickest and enduring results, provided 
the government keeps a watch and intervenes 
only when it must Second, the labour market 
may be expected to expand and become 
buoyant Demand for skilled labour is likely 
to run ahead of the supply leading to rising 
wages and growing preference of employers 
for regular workers instead of casual labour 
For the rural poor, the situation could be 
ventably transformed enabling them to shift 
from casual unskilled labour at rock-bottom 
wages to progressively more and more skilled 
labour and, eventually, even self-employ¬ 
ment The stage that a particular individual 
reaches in this wide transitory phase would 
depend on his enterprise and the intensity 
of the efforts which he is prepared to put 
in However, what is important to note is 
that when the rural poor get opportunities 
for steady economic advancement within 
their reach they would be willing - and ev cn 
eager - to acquire skills and to invest 
adequately in education, health, nutrition, 
etc This is the normal feasible way in which 
human resource development takes place 
and not by crash government schemes 
undertaken on war footing 
The substantial scope for agncultural 
growth and diversification becoming 
available in the coming years can be gauged 
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t the brief #H8paei given below ef die 
\|or commodities and subsectors which 
»likely to assume a dynamic role and, also, 
trigger many linkage effects 
/ Milk India now accounts for 11 per cent 
yof the world production and is the second 
r’(largest producer of milk (60 million tonnes) 
<|in the world after the US (68 8 million 
tonnes) Milk production in India has been 
'increasing steadily at the rate of over 5 per 
jjeent per annum which is expected to further 
^increase to 7 per cent per annum in the next 
Y five years By the end of the century India 
is likely to surpass the US to become the 
largest producer of milk The implementation 
of the ‘Operation Flood’ programme, through 
the establishment of dairy co-operatives has 
helped in progressive commercialisation of 
milk production, and producers mostly small 
and medium can gain substantially if 
modernised sector expands It is reported 
that the new regime in international trade 
would enable India to go global and secure 
. larger share of world market India’s share 
at the moment is only I 4 per cent of the 
world market As a recent study observes, 
“what is required is proper planning to 
increase milk productivity and output as 
well as requisite marketing strategies to 
capture an increasing share of the world 
market by creating a level playing-field for 
private sector and co-operatives'* [This 
paragraph is based on Mandanna et al 1995J 

Poultry The market for poultry m India 
and outside India is vast Poultry meat 
consumption in India is expected to tnple 
in the next decade The potential for exports 
has hardly been touched in India Even a 
small country like Thailand exports poultry 
meat to the tune of Rs 10,000 million a year 
whereas exports from India barely add to 
Rs 1 crore per year The development of 
poultry production and export needs (i)entry 
of genetically superior grand parent poultry 
breeding stock into the countiy, (n) pro¬ 
liferation of good knowledge of poultry 
management amongst all farmers, big and 
small, and (m) promotion of poultry meat 
processing/blast freezing and cold-storage 
systems India’s strength from enterprising 
farmer to global-playing large enterprises 
could achieve 2 billion dollars in exports 
generating substantial employment and 
income increases in most states of India m 
one major stroke [This paragraph is based 
on Moddie 1995) 

fruits and Vegetables The total value of 
fruits and vegetables from India showed a 
significant uptrend in the 1980s ^ct the 
country's share in the world trade ot fruits 
and vegetables is less than one per cent 
India is believed to have good export potential 
for fruits like mango, grape and banana and, 
among vegetables, for onion and potato 
Mango exports increased by 114 per cent 
between 1984-85 and 1993-94 The value 


incmaodftomRt l41crorotoR$376crore 
Over the same period the value of grape 
export rose from Rs 2 8 crore to Rs 26 5 
crore with the unit value increasing from 
Rs 8 70 per kg to Rs 21 08 per kg and there 
was more than a three-fold increase m the 
export of banana In case of many fruits and 
vegetables, India figures among the principal 
producers and with proper policies can 
capture a much larger share of the world 
market than its present share Policies which 
could help towards this end are (i) promotion 
of biotechnology, (n) improvement ot 
infrastructure facilities for post-harvest hand¬ 
ling and quality control, (iii) development 
of products of organic farming for which 
preference is growing in many developed 
countries, and (i v) monitoring of international 
trade climate with a view to advising 
producers on priorities and quality choice 
[This paragraph is based on Varadarajan and 
Subramanian 1995 and Enck Ktpchirchir 
Chepkwony 1995] 

Besides some of the prominent candidates 
for future growth noted above, there are a 
host of commodities - like mushroom [Gaur 
1995], seeds [Venkata Reddy and others 
1995] - which are close to the point of take 
oft Moddie (1995) in his wide-ranging 
review of policies and prospects sums up the 
possibilities tor future thus “the golden 
threshold of Indian enterprise can be 
developed between farmer, industry and bank 
in a wide field of farming enterprise for both 
Indian and export markets These oppor¬ 
tunities exist in oilseeds, cotton, marine 
products, poultry cashew kernels, veget¬ 
ables, fruits, mushrooms and floriculture, 
apart from the traditional plantation industries 
ot tea and coftee The essential common 
factor of such a diverse field is that each has 
to be treated as an enterprise from farm to 
factory to market, with adequate investments, 
high productivity, competitive costs and 
prices, quality control, and marketing Viable 
profitability has to be the terminus of that 
road ” Moddie believes that a t irget of 
Rs 20,OOOcroreof annual farm sectorexports 
can be achieved in five years provided the 
policies are straightened out and streng¬ 
thened What we would like to emphasise 
is the point that opportunities for economic 
advancement would becrcatedforall sections 
of rural people - lucrative returns and a 
measure of upward mobility for the small 
and middle farmers and ample employment 
opportunities for the rural poor with enough 
thrust to crash through the poverty barrier 
The following quote from Varadarajan 
(1995) study on vegetables illustrates well 
these opportunities “The benefit to the 
country from increasing vegetable production 
are many notonl} in terms of bulk (biomass 
per hectare of land) but alsocalones, minerals 
and proteins with an assurance of a more 
balanreddiettothecommonman In addition. 


vegetable cultural* of short dura^ 
labour intensive and perfectly suitable for 
the cropping system of the farms The 
vegetables have the potential (0 to create 
large employment opportunities to the rural 
labour force and especially for women, (ii) 
to increase the income of the grower, 
consumption and nutritional status of the 
people and (m) for export and foreign 
exchange earning *' 

V 

Promoting Growth Through 

Liberalisation: The Karnataka 
Strategy 

The prospects tor growth indie, cd above 
would need a fresh perspective and approach 
to formulate agricultural policies There is 
no clear move in this direction as yet at the 
central level While major steps have been 
taken towards liberalisation in the fields of 
industry and trade, it is difficult to see a 
similar process operating in agriculture It 
is likely that the initiative for liberalising 
agriculture is taken by some of the states and 
that the centre would respond by adjusting 
its role to the changing situation In this 
connection, it is interesting to note that the 
government of Karnataka has recently (in 
September 1995) announced an ambitious 
medium-term development programme for 
agriculture Over the last about a decade and 
a half, agricultural yields have been stagnant 
in Karnataka At the same time, market 
processes have brought about some shift 
from low-valued to high-valued crops and 
also widened the range of rural non- 
agncultural activities One can also observe 
m the state the emergence of small but 
significant pockets of hi-tech agriculture 
indicating the scope for transformation of 
traditional peasapt farming into a modem 
capitalist industry The programme 
announced by the government of Karnataka 
hopes to promote agricultural growth by 
fully supporting these processes and by using 
public^ investments to strengthen and 
complement them Significantly, a row has 
already begun between the state and the 
centre on the issue of relaxation of some 
provisions of land legislation and the 
indications are that the state would be able 
to make changes 1 1 considers necessary Them 
is a good reason to take a look at Karnataka's 
programme as it may mark the beginning 
of a new phase of liberalisation in agncultural 
policies which could gather momentum 
owing to similar moves by other states and 
conceited pressure exerted by powerful farm 
lobbies 

The following summary presents the 
perspective, approach and priorities of 
Karnataka* s strategy for agncultural develop¬ 
ment It is based on 'Draft Agricultural Policy 
Resolution' issued by the state planning 
boaid, government of Karnataka m July 


A-59 


Economic and Political Weekly June 29, 1996 



1991 The draft policy wa$ considered by 

the state government and accepted for 

implementation in September 1995 

i) The ideological position underlying the 
Karnataka agricultural policy is that the 
polity regimes m India so far have 
discriminated against agriculture by 
protecting the industry much beyond 
the infancy phase As a result, the 
development of infrastructure has also 
been biased m favour of industry and 
urban areas The widening rural-urban 
income gap is mentioned as one of the 
consequences of the biased polity 
regimes which have prevailed so far 

h) The objective of Karnataka strategy is 
“s| nmng growth in agriculture and allied 
sectors by taking advantage of oppor¬ 
tunities opened up by trade at national 
and global levels in an overall environ¬ 
ment of economic liberalisation It is 
growth in agriculture that would provide 
a momentum to growth m other sectors 
through its backward and forward 
linkages The nature of growth that ts 
envisaged would generate more employ¬ 
ment and cut down poverty in rural areas 
in due course This policy statement also 
aims at promoting efficiency in the use 
of resources simultaneously protecting 
environment Improving the living 
conditions of the farming community 
ought to be the central theme of the 
policy frame” 

in) The target is to achieve agricultural 
growth rate of 4 5 per cent per annum 
It is proposed to invest Rs 5,000 crore 
over a penod of five years with public 
and private investments each account 
ing for 50 per cent of total investment 
Private investment is expected to flow 
into seeds multiplication, hi-tech agri¬ 
culture, storage, cold chain, agro 
processing, etc Public sector investment 
would strengthen economic and social 
infrastructure 

iv) Irrigation potential would be increased 
from 24 lakh hectares to 49 lakh hectares 
“m the next five to eight years ” A total 
investment of Rs 10,000 crore is envi¬ 
saged for this ourpose Earlier estimates 
of irrigation potential in Karnataka used 
to put the figure around 35 lakh hectares 
(about one-third of cultivated area) 
According to a technical expert, the 
much higher potential mentioned in 
Agricultural Policy Resolution (almost 
a half of the cultivated area) appears to 
be based on the assumption that there 
would be a large-scale extension of dnp/ 
sprinkler irrigation to economise on 
irrigation water and to bnng more area 
under irrigation 

v) The policy document promises incentives 
topnvateentrepreneursmreiationto ‘credit, 
costing returns to investment 


infrastructure, markets, exports and 
itsearch/technology" Corporate organi¬ 
sations would be encouraged to extend 
their activities to agriculture through 
contract fanning The present provisions 
m land legislation which come in the way 
of modernised capitalist farming would be 
relaxed It is envisaged that agncultural and 
allied sector exports would reach a level 
ol Rs 5,000 crore in “the next four to five 
years'* It is expected that Karnataka would 
eventually export Rs 8,000 crore worth 
of agncultural and allied products per year 

vi) Clearly the focus of the policy is on the 
growth of the ‘sunrise* sectors through 
pnvate entrepreneurs supported by 
public investment along with numerous 
incentives As regards the need to raise 
the yields of traditional crops m 
Karnataka's Tainted and drought-prone 
agriculture the policy document admits 
The existing programmes of soil and 
moisture conservation have failed 
because they are inadequately planned 
on a watershed basis Though costly 
watershed development on a scientific 
line is the only feasible long-term 
strategy for increasing yields in rainfed 
areas'* Significantly no targets are 
mentioned for this activity which would 
be of prime importance for the vast mass 
of peasants 

It is important to take note of the special 
connotation that the term liberalisation has 
come to assume among those emphasising 
the role of agriculture in the Indian develop 
ment process Identification of ‘liberali¬ 
sation’ with promotion of capitalist farming 
with active support from a variety of state 
policies which is evident in Karnataka 
strategy, is likely to be emulated in a number 
of other states This could be a result of 
growing economic and political weight of 
the middle and upper rural strata in many 
regions of India Along with liberalisation 
of agriculture these strata also demand 
greater role for the states in formulation of 
development policies and further devolution 
of more funds, decision-making powers and 
control over government personnel to the 
distnctandvillagelevelelectedbodies While 
the thrust for the change is coming at the 
moment from the middle and upper rural 
strata it is only to be expected that in the 
years to come - probably much sooner than 
we may reckon - the lower rural strata would 
also get politically activated Their agenda 
is likely to consist of demands for much 
more substantial development benefits than 
they have received in the past as also a 
greater control over local-level development 
activities 

How would the Karnataka strategy perform 
m the emerging rural situation 9 It would be 
hazardous to go beyond a few guesses First, 
growth may pick up dramatically in the first 


round of impact with a move than modest 
trickle-down reaching the poor However 
the first round is likely to remain confined 
to selected parts of the state rather than being 
spread all over the state Second, the wider 
and more important impact of ‘liberalised 
agriculture could come from the operation 
of backward and forward linkages stimulated 
by the first round These linkages may open 
up several new avenues for skill-based self 
employment activities and wage 
employment If the state policies nurture 
these linkages and allow them to operate 
freely they could make liberalisation’ a 
success story as far as broad-based growth 
isconcemed Iftheinfrastmctura]bottlenecks 
are removed, the growth processes may 
acquire a good spread across the vast areas 
which are currently economically stagnant 
Third the politically activated lower strata 
could emerge as a force checking the capitalist 
excesses and prodding the state to do more 
for the poor More important, in the ambience 
of growth this strata would have enough 
provocation to shed its attitude of passivity 
and dependence on government and other 
external agencies to begin to actively seek 
upward mobility On the whole while the 
Karnataka strategy would not provide a 
complete answer to the problems of human 
development it is likely to achieve sizeable 
breakthroughs to reach the growth processes 
closer to backward areas and poor people 
However in the scenario that wc visualise 
it would be the growing political clout of 
the lower strata which would pressurise the 
government and the ruling elites to provide 
more room I or the poor in the growth process 
and much more substantial support to break 
the constraints of poverty 

VI 

Some Guidelines for Future Policies 

A little reflection would show that the 
Karnataka strategy which we are taking as 
indicative of the likely next phase m agn 
cultural polices in India, has a close resemb¬ 
lance to ‘green revolution* strategy While 
the latter relied for growth on the enterprising 
fanners in selected areas like Punjab and 
Haryana the former seeks to throw the net 
wider to include other categories like urban 
‘gentleman farmers, corporations and multi- 
nationals and far more sophisticated 
technologies It follows that the Karnataka 
strategy would have to match its concern for 
growth through capital-intensive technolo¬ 
gical modernisation with an equally forward- 
looking approach to poverty eradication 
The following guidelines could be of some 
help in developing such an approach 

A lesson aboutthc green revolution strategy 
coming from hindsight is that the subsidised- 
inputs-cum-pnce support approach which 
provided the initial promotional thrust 
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eventually became a burden which the 
government is unable to shake off For 
example, the Karnataka document recognises 
that '"these inputs (irrigation water, electricity, 
etc) are scarce, and therefore, they (farmers) 
must ensure efficient utilisation of these, and 
pay an appropriate pnce for these’* Again, 
at another point, the document observes as 
regards agricultural credit, 'the subsidy 
incentive system may have to yield place to 
commercially viable interest and deposit rate 
structure The credit delivery system has 
been very much vitiated in recent years by 
the various loan waivers (and) interest 
subsidy Any interference in the commercial 
banking principles of lending and recovery 
will result in a complete deterioration of the 
credit flow ’ However there is no guarantee 
that this wisdom would get translated into 
decisive action There is the ominous 
observation m the same document that once 
the farmers start getting resonable returns on 
their produce they would be asked to pay 
appropriate prices tor critical inputs 
especially water and electricity that are so 
scarce in Karnataka There is a strong built 
m tendency in the government support system 
to favour the better olt and viable producers 
- as against the desrving poor who need the 
support As a lesult while the latter are left 
high and dry the former find it more 
rewarding to chase government subsidies 
and concessions rather than wotk for 
improving efficiency in their opetations In 
a liberalising economy subsidising the better 
off should be treated as a crime against the 
society at large and its poor 
The past policies have burdened agriculture 
with many bodies with impressive name and 
entourage but poor performance In 
connection with its ambitious irrigation 
target the Karnataka document mentions 
that a major institutional reform in the 
irrigation sector would be needed 
Irrigation department may be granted 
financial autonomy and converted into a 
corporation on the condition that it should 
recover at least operation and maintenance 
expenses from the diret t beneficiaries" The 
document is candid enough to admit that 
conversion of a department into a corporation 
would not be the end of the problem 
Referring to the existing agro based 
corporations the document comments The 
state would review thoroughly the 
functioning of the various agro-based 
corporations in an attempt to evolve a single 
most effective agency to bring dynamism in 
Karnataka’s agriculture” There is also a 
mention of privatisation and professio- 
nalisation of management But, the obsession 
with controlling agriculture and being a direct 
player on the scene persists The document 
declares, “the ultimate aim would be to have 
in each taluk one centre of the corporation 
for selling of all agncultural inputs R will 
also be one of the major functions of the 


revamped corporation to promote agro- 
industries on a more sustaining basis” It 
would be hardly surprising if the next round 
of review, say afteradecade, finds the’single 
most effective agency unwieldy and top 
heavy and recommends its splitting up - 
again with the aim of “bringing dynamism 
in Karnataka s agriculture” The easiest 
solution would be to reduce drastically direct 
government intervention in fields which are 
best left to market trade, voluntary bodies 
orpeople’sorgamsations Excellent analyses 
are available about the ill-effects of excessive 
direct government intervention in agriculture 
| for example, see Khusro 1989 
Vaidyanathan 1990] However, such 
diagnoses are of help only when the patient 
is ready to take the medicine 
Liberalisation means leaving the 
mainstream growth processes fully open to 
the market forces and private enterprise It 
is expected that this would lead to a 
substantial withdrawal of the government 
interventions in the mainstream economy 
However the government would have to 
carry the responsibility for the efficiency 
and welfare of the peripheries which the 
normal profit oriented economic processes 
tend to bypass In the case of Karnataka an 
important part ol the peripheries is the vast 
rainfed areas with stagnant agriculture 
degraded land resources, underutilised water 
resources and a substantial number of people 
barely managing to subsist The pen phenes 
need research extension and thorough-going 
measures for conservation and efficient use 
of the land and water resources The 
government would have to take a long term 
holistic view ot these needs and take a lead 
in organising and co ordinatmg systematic 
efforts to meet them An important step to 
take is to provide an increasing scope to 
panchayati raj institutions and other 
participatory organisations to actively 
contribute to these efforts and to eventually 
take over as large a share of them as feasible 
It is hoped that the development of these 
institutions and the growing politicisation of 
the lower strata would complement each 
other to build up an arrangement for control 
regulation and use of area s resources based 
on a fair measure < f concensus and focused 
on the needs ol the poor 
The peripheric' would also need a wide 
range of anti poverty schemes with a far 
better reach and coverage than prevailing 
nov The most important change needed in 
these schemes is to link them with human 
development defined in terms of its essential 
dimensions like education, health, nutrition, 
skill formation etc The present focus of 
these schemes to help the people move above 
poverty line would not be adequate m a 
liberalised economy Raising a person above 
poverty line income as it is defined now 
would still leave him dependent and 
handicapped The claims of poverty 


eradication based on the current poverty 
statistics are indeed pathetic as those who 
move above poverty line would hardly be 
viable enough to dispense with special aids 
and support In a liberalised economy, the 
test of poverty ought to be in terms of 
acquiring such viability Minimum norms 
should be stipulated for the different 
di mensions of human development and only 
the persons, households and communities 
meeting these stipulation should be regarded 
as having ceased to be poor Statistics based 
on such norms would reveal the true extent 
of poverty in the country Considering the 
past record in this respect, drastic measures 
would be needed to bring about human 
development at an acceptable pace and 
spread These measures should include (a) 
a concensus reached at the highest level, say 
National Development Council, about the 
targets of hu man development and firm time- 
frame to achieve them (b) regular monitoring 
and assessment by a high level independent 
body - similar to the National Human Rights 
Commission - to pinpoint the local areas 
needing priority to fix responsibility for 
helping the areas and to penalise the cases 
of persistent default Obviously, human 
development deserves at least the same sense 
of urgency and earnestness as human rights 
In fact one wonders whether human rights 
can be effectively enforced in a situation of 
chronic and wide spread poverty in terms 
of human development In such a situation, 
the poor would actively collude with their 
oppressors as the alternative for them would 
be to pensh 

The emerging situation in India has certain 
ominous features The polity remains fragile, 
the economy is marked by severe strains on 
resources infrastructure and environment 
The society is in the process of opening up 
with many pent up tensions and conflicts 
seeking immediate and often violent release 
Promoting growth and managing to keep it 
in balance arc difficult tasks in such a society 
This is doubly so when growth is left to 
capitalistic market processes and balance is 
to be ensured by government which itself 
is constantly pressurised by powerful 
01 gamsed groups and has several past lessons 
to unlearn There isthe further challenge that 
India has to build up a workable and 
pragmatic system without the advantage of 
having an easy model to copy from its own 
past or from the contemporary experiences 
of others The ingredients needed to build 
up the system are known markets and private 
enterprise to provide economic dynamism, 
government to take care of the peripheries 
and the long-term, politically activated lower 
strata capable of exerting pressures on the 
elites for equity and social justice and last 
but not the least voluntary organisations 
channelising the idealism and missionary 
zeal of activists into a humanising force 
Democracy means many cooks on the job 
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supervised, often, by an indecisive chef who 
does not quite know what the recipe says. 
It is to be hoped that the Indian concoction 
would be potent enough to defy the famous 
pioveib about what happens when too many 
cooks prepare the broth. 

[This study was prepared during my tenure as D 
Devaraj Urs visiting professor. Institute of 
Development Studies, University of Mysore. 
Thanks are due to B J Nagraj (Director, IDS) and 
Srijay Devaraj Urs (former director) for the 
facilities provided to me. The study benefited 
from the comments received during the 
presentation made in IDS in November. 1995. 
The author is solely responsible for the errors.] 
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Accelerating Commercialisation of Agriculture 

Dynamic Agriculture and Stagnating Peasants? 

M V Nadkami 
Assisted by K1H Vedini 

There is considerable evidence of accelerated commercialisation of agriculture since the 1980s The process may have 
further accelerated since early 1990s and has induced growth , making agriculture much more dynamic than ever in the past 
Yet do we face the paradox of a dynamic agriculture along with stagnating peasants 7 


THERE was a surge of studies on commer¬ 
cialisation of agriculture in India during the 
1970s and early 1980s A memorable seminar 
at Trivandrum in 1981 gave a forum for 
presenting many of the historically oriented 
studies, some of which were brought out in 
a volume in 1985 [Raj et al 1985] In a perce¬ 
ptive essay at the end of this volume, Krishna 
Bharadwaj presented an economic-analytic 
sketch of the process of commercialisation 
Her essay as well as K N Raj’s introduction 
to the volume posed the question of why in 
spite of a long history of commercialisation 
of Indian agriculture, the productivity was 
still low and backwardness still persisted 
Bharadwaj ventured an answer herself 
The retrogressive working ot exchange 
relations - with the underdevelopment or 
muted foimation of capitalist relations in 
one market reinforcing similar tendencies in 
others and the operation of interlinkages 
diverting surpluses into unproductive 
channels affecting the growth and 
reinvestment of surplus arises from a 
preponderance of the categories of 'very 
small operators and small operators among 
the differentiated peasantry These are 
chronically deficient households which have 
to cling lo agriculture as the only source of 
livelihood and whose survival derives from 
a chronic and cumulative indebtedness 
It is also the low level of investment in 
agriculture and the weak pull force operating 
from industry that pevpetuates the state of 
backwardness In order to push the agricul 
tural economy out of the rut, a critical mini 
mum level and pace of accumulation would 
be needed In certain pockets where this has 
been achieved, Commercialisation has 
paved the way for capitalist accumulation 
[Bharadwaj 1985 339] 

She also drew a distinction between 
compulsive or forced commercialisation on 
theone hand and genuine commercialisation 
paving the way for capitalist development 
of agriculture on the other She was afraid 
that much of the commercialisation in India 
was of the former kind [see also Bharadwaj 
1974] 

It is now over 10 years since Bharadwaj 
wrote this piece Even at that time when the 
green revolution had already made an impact 
on Indian agriculture, such a dark 
characterisation would have raised many 
eyebrows Has anything happened m Indian 


agriculture to warrant a more optimistic 
characterisation ol it 9 How do we view it 
today 9 This essay is an attempt in this 
direction 

Bharadwaj listed a number of features of 
growing commercialisation taking cue from 
Marx commutation of rent in terms of 
money, the displacement of crop sharing 
tenancy by cash rents, a larger degree of 
monetisation ot outputs and inputs (i e, of 
the proportion of inputs and outputs pur¬ 
chased and sold) increased area under cash 
crops or a larger proportion in output of cash 
crops, the rapid increase in the number of 
landless labourers, etc" [ibid 332-3] Com 
mercialisation thus covered not only agri¬ 
cultural output, but also land, labour and 
credit markets 

Whether commercialisation acts as an 
engine of growth or not would depend 
essentially on how these markets function 
If the markets simply siphon off surplus into 
unproductive channels, reduce the rate of 
return to productive agents such as farmers 
and labourers, stifle incentives for production 
and investment, and do not provide necessary 
mobility to achieve higher rates of return, 
or make returns too nsky and unstable they 
may not act as growth promoting In such 
a case even commercialisation cannot be 
expected to be self-sustained and go far 
enough, but gets stunted and confined to 
forced commercialisation, let alone achieve 
sustained growth It appears reasonable to 
observe that while a certain amount of 
commercialisation of the forced nature can 
co-exist with stagnation in agriculture 
sustained growth cannot be expected without 
genuine commercialisation We may clarify 
here that while forced commercialisation, 
:haractensed by distress sales, is for meeting 
compulsive need* like repaying loans and 
paying taxes and for sheer survival, genuine 
commercialisation is meant tor realising a 
surplus The generation ot surplus can provide 
growth not only in agriculture but also in 
other sectors 

Growth anu Diversification of Indian 
Agriculture 

With this perspective in mind, it would 
be useful to review growth performance of 
Indian agriculture and its nature This paper 


is confined to agriculture proper, i e, crop 
cultivation A tremendous growth has taken 
place m the livestock sector and even 
aquaculture in recent years, showing that the 
rural economy is getting bothcommercialised 
anddiversifiedatafastrate But the following 
analysis would show that this has not been 
at the cost of agriculture proper or its 
commercialisation 

Taking the index numbers of agricultural 
production, its compound rate of growth per 
annum during the entire period 1949-50 to 
1993-94 as a whole, worked out to be 2 63 
per cent for all crops, 2 49 per cent for 
foodgrains and 2 89 per cent for non- 
foodgrains These growth rates were higher 
than that of population during the period, 
which was about 2 2 per cent per annum It 
is remarkable that the growth of non- 
foodgrams part of agricultural production 
recorded a higher rate than for foodgrains 
In a process of accelerating economic growth 
and commercialisation of agriculture, it is 
expected that the non-foodgrain part would 
grow at a higher rate resulting in a growing 
diversification of agriculture This can happen 
because of two factors First, as the 
commercialised sector grows relative to 
subsistence sector the importance given by 
farmers to food crops as a source of 
subsistence declines Secondly, with 
economic growth, the demand from the larger 
economy for non-foodgrain commodities 
increases due to a higher income elasticity 
ot demand for them 

Foodgrains as a group is not homogeneous 
in this regard, since the two superior cereals, 
nee and wheat, have a higher income elasticity 
of demand and are more commercialised 
They provide a contrast to coarse cereals 
which are much less commercialised 
Between 1949-50 and 1993-94, while the 
production of nee increased by 2 66 and 
wheat by 5 64 per cent per annum, the 
production of coarse cereals increased by 
only 1 17 per cent per annum It may be 
argued that the&e differences are technology- 
driven, owing to H Y Vs beingevotved mainly 
in the case of wheat and nee but much less 
in the case of coarse cereals But the 
technological forces would not have rccei ved 
the same thrust in the case of supenor cereals 
had it not been for a higher demand for them 
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Though technology did not play a strong 
enough role in the case of the non-foodgrain 
pan of agricultural production, it recorded 
a higher rate of growth than in the case of 
each of foodgrains except wheat, and also 
higher than in the case of foodgrains as a 
whole. 

If relative rates of growth of superiorcereals 
and non-foodgrains are an indication of 
commercialisation, an acceleration in them 
could be indicative of acceleration of 
commercialisation. We can see this from 
Table 1, which presents growth rates in area, 
production and yield per hectare for principal 
crops, for three periods separately from 1949- 
SO to 1964-65 (the pre-green revolution 
period), from 1967-68 to 1980-81 (the first 
phase of the green revolution), and from 
1980-81 to 1993-94 the recent period. We 
shall call them as the first, second and the 
third period respectively. A few points stand 
out from Table 1. First, while the growth 
rates arc somewhat less in the second period 
than in the first, they have accelerated in the 
third period, on the whole being higher than 
in the first. Interestingly, it was in the first 
and third periods tha^terms of trade moved 
in favour of agriculture, while they moved 
against agriculture during the second period 
[cf Nadkami 1987:169-170; and Nadkarni 
1993:6]. It cannot be a coincidence that rates 
of growth moved up when terms of trade 
were favourable and moved down when they 
were declining. In any case, there is no doubt 
about the upsurge in production and 
productivity in recent years, which cannot 
be attributed to just the weather, as concluded 
by Sawant and Achutan (1995). Secondly, 
growth rates in the production of the non- 
foodgrain part are higher in all periods than 
that of foodgrains in spite of the technological 
advance being more in favour of foodgrains. 
Thirdly, because of this biased technological 
advance, the rate of growth in the yield per 
hectare of foodgrains has been higher in all 
the three periods than in non-foodgrains. 
Fourthly, because of this differential in yield 
growth, there has been a conspicuous attempt 
to make up for this by increasing the area 
undernon-foodgrains. There is adeceleration 
of growth in the area uAder both, but this 
deceleration is well marked in the case of 
foodgrains; its area has even declined during 
the third period, while giving way to non- 
foodgrains. The rate of growth of area in non- 
foodgrains has always been higher than that 
of foodgrains, so much so that non-foodgrain 
production has grown faster than foodgrains 
production in spite of low rates of growth 
in yields. 

We get a clear indication of accelerating 
commercialisation of Indian agriculture after 
1980-81 fromTable2whichpresentsapicture 
of changing crop pattern and growing 
diversification. The proportion of area under 
foodgrains declined during 30 years from 


1950-51 to 1980-81 by only 2.8 percentage 
points (from 76.7 per cent to 73.9 per cent), 
but within the following decade by 5 per cent 
points (to 68.9 per cent). There was a 
corresponding increase in the proportion of 
area under non-foodgrains. This trend 
continued during 1991-92 also. Among 
foodgrains, however, this decline is only in 
the case of coarse cereals and pulses. The 
proportion of area under rice has almost been 
constant during the whole period, but the 
proportion of area under wheat increased 
sharply up to 1970-71, tapered off up to 
1980-81 and then stabilised between 1980- 
SI and 1991-92. If we look at the compo¬ 
sition of non-foodgrains, an increased 
di versification is visible. There is a significant 


rise in the area under fruit, vegetables and 
oil seeds. A full picture of diversification 
cannot be had from Table 2 as figures for 
area under such new entrants as mulberry 
and floriculture were not available. The 
traditional commercial crop - sugarcane - 
has maintained an upward trend, almost 
doubling its share in total cropped area during 
the 40 years. In spite of these significant 
changes in cropping pattern, it is remarkable 
that foodgrains still account for over two- 
thirds of the total cropped area and their share 
is not likely to decline below 50 per cent at 
least during the next 10 to 20 years. The huge 
size of our population which is yet to stabilise 
is a guarantee for a continued demand for 
foodgrains, particularly rice, wheat and 


Table 1 ■ Compound Growth Rates of Area (A). Production (P), and Yield (Y) of Principal 

Crops. All India 


percent per annum ) 


Crops 

1949-50 to 1964-65 

1967-68 to 1980-81 

1980-81 to 1993-94 


A 

P 

Y 

A P 

Y 

A 

P Y 

Rice 

1.21 

3.50 

2.25 

0.77 2.22 

1.45 

0.49 

3 47 2.9.7 

Wheat 

2.69 

3.98 

1 27 

2.94 5 65 

2.62 

0 55 

3 53 2.97 

Coarse cereals 

0.90 

2.25 

1.23 

-1.03 0.67 

1.64 

-1.83 

0.67 2.36 

All cereals 

1.25 

3.21 

1.77 

0.37 2.61 

I 70 

-0.36 

3.02 2.89 

Pulses 

1.72 

1.41 

-0.18 

0 44 -0.40 

-0 67 

-0.13 

1 20 1 25 

Total foodgrains 

1 35 

2 82 

1.36 

0.38 2 15 

1.33 

-0.32 

2.79 2.69 

Sugarcane 

3 28 

4.26 

0 95 

1 78 2 60 

0 80 

1 78 

3.15 1.36 

Groundnut 

4.01 

4.34 

0.31 

-0.31 0 64 

0.96 

1.68 

3.06 1.34 

Total oilseeds 

2 67 

3.2 

0.30 

0.26 0.98 

0 68 

2.43 

5 97 2.43 

Cotton 

2.47 

4.55 

2.04 

0 07 2.61 

2.54 

-0.44 

3.65 4.10 

Jute 

3.00 

3.50 

0 49 

1 23 2.06 

0 81 

-1 36 

1.48 2.88 

Total fibres 

2.71 

4 56 

1.58 

0 19 2 53 

2.31 

-0.69 

3.27 3.94 

Potato 

4.38 

4.28 

- 0.11 

4.29 7 78 

3 35 

3 05 

4 69 1 58 

Tobacco 

1.66 

2.79 

1.10 

-0.08 2.22 

2.30 

-1.14 

1.17 2.34 

Non-foodgrains 

2.44 

3 74 

0.89 

0.94 2 26 

1 19 

1.90 

4.31 2.26 

All crops 

1.58 

3 15 

1.21 

051 2.19 

1.28 

0 25 

3 36 2.49 

Note Based on Index nos with trienmum ending 1981 -82 = 

100 



Soune Growth rates are os given in Agricultural Statistics at 
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Table 2 

Changes in Cropping Pattern. All India 





( As percentage to total gross cropped area) 



Crops 

1950-51 

1960-61 

1970-7! 

1980-81 

1990-91 

1991-92 

Rice 


23.6 

22 3 

22.6 

23.3 

23.0 

23.3 

Wheat 


76 

8 5 

11 0 

12.8 

12.9 

12.8 

Coarse cereals 


30 0 

29 4 

27 8 

24.6 

19.5 

18,6 

Total cereals 


61.1 

60.2 

61 4 

60.7 

55.4 

54.7 

Total pulses 


15.6 

15.5 

140 

13.2 

13.5 

12.5 

Total foodgrains 


76 7 

75.7 

75.4 

73.9 

68.9 

67.2 

Sugarcane 


1 3 

1.6 

1.6 

1.6 

2.0 

2.2 

Condiments and spices 

0.9 

1 0 

1 1 

1.2 

1.3 

1.3 

Fruits 


0.6 

07 

0.9 

1.1 

1.4 

1.5 

Potatoes 


0.1 

0.2 

0 3 

0.4 

0.5 

0.6 

Onions 


0.1 

0.1 

0.1 

0.1 

0.2 

0.2 

Total vegetable 


1 2 

1.0 

1.3 

1.7 

4.5 

4.7 

Total oilseeds 


83 

8.3 

89 

9.2 

13.5 

14.9 

Cotton* 


4.3 

5 0 

4.7 

4.5 

4.1 

4.2 

Jute 


04 

0.4 

0.4 

0.5 

0.4 

0.5 

Total fibres 


5 1 

5.7 

5.5 

5.4 

4.7 

4.8 

Tobacco 


0.3 

0.3 

0.2 

0.3 

0.2 

0.3 

Other crops 


56 

5.7 

5.1 

5.6 

58 

5.5 

Total non-foodgrains 

23.3 

24.3 

24.6 

26.1 

31.1 

32.8 

Total gross 


100 

100 

100 

100 

100 

too 

Cropped area in min ha 

131.9 

152.8 

165.8 

173.1 

185.9 

182.7 


Soun e: Indian Agriculture in Brief, various editions, and Agricultural Statistics at a Glance , 
March 1995. 
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pulses Btrt the demandfor them is increasing 
at a lower rate than for other foods like milk, 
meat, poultry products, fruit and vegetables 

Extent of Marketed Surplus 

In the process foodgratns themselves are 
getting more and morecommercialised This 
is reflected in the growth of marketed part 
ol output The data published in the Bulletin 
on Food Statistics show that the proportion 
of market arrivals as percentage of output 
increased in the case of nee from 23 4 per 
cent in 1969-70 to 32 8 per cent in 1982 
83 11 procurement ol nee by FCl is added 
to it, the proportion would be seen to have 
increased even more Since procurement is 
not included the same proportion in the case 
of wheat is almost constant between these 
years - being 28 8 per cent in 1969 70 and 
28 0 per cent in 1982 83 Gram also reflects 
a significant increase in this proportion from 
27 2percentto33 0 per cent during the same 
years Jowar however shows no such 
increase This proportion which was already 
as low as 10 5 pei cent in 1969 70 increased 
only to 12 4 per cent by 1982 83 Data lor 
more recent years when these proportions 
would have increased much more and data 
for other foodgrains arc unfortunately not 
available 

It seen.s however that the figures for 
market arrivals underestimate the extent of 
marketed output Apart from procurement 
this is because foodgrains especially coarse 
cereals - are sold also in smaller markets 
including weekly markets which is not 
reflected in the market arrivals statistics 
Based on the data for the comprehensive 
scheme on cost of cultivation for the penod 
1972 83 for India Kumar and Mruthyunjaya 
( 1989) estimated the proportion of marketed 
surplus in the output of wheat at 58 9 per 
cent and a similar proportion for paddy at 
41 7 percent These figures are much higher 
than that indicated above f rom market am vals 
In a similar study for a more recent period 
of 1982-83 to 1986-87 for Karnataka Reddy 
et al estimated the proportion ol marketed 
surplus of Jowa*- at 56 5 per cent and of ragi 
at 55 3 per cent IReddy et al 1995] It is 
interesting that even toaisc cereals are 
commercialised if these figures are a guide 
The declining trend in the proportion ol their 
area seems to be mainly due to lower demand 
tor those compared to superior cereals 

In spite of a fairly significant proportion 
of marketed surplus for the two millets 
demand at source from growers themselves 
continues to play an important role in their 
case Reddy et al found that elasticity of 
marketed surplus with respect to pnee was 
negative for ragi (viz -0 87) but it was 
positive though less than one for jowar (viz, 
0 393) This can be contrasted with similar 
elasticities estimated by Kumar and 


Mruthyunjaya, vet, 29 for wheat, and 27 
for paddy, which indicate their better market 
responsiveness and a more commercialised 
character The supply response of subsistence 
crops cannot be pnce-el astic As agriculture 
becomes more commercialised, its supply 
function tends to become more elastic This 
is true not only of marketed surplus but of 
output as well It may be recalled that 
Knshnan (1965) had estimated the elasticity 
of marketed surplus of foodgrains as negative 
during the 1960s This is not true any more 
for at least nee and wheat, as the study by 
Kumar and Mruthyunjaya referred above 
showed They also showed that the elasticity 
of output supply of wheat to its pnee was 
1 13 and the same for nee was 1 39 On the 
contrary the study by Reddy et al showed 
a very low but positive elasticity of output 
of jowar (vi/ 0 028) and a negative elasticity 
of output of ragi (-0 51) 

Ac OLLRATINf. MONETISATION OF INPUTS 

The process of commercialisation of 
agriculture has covered inputs too which are 
expenencing act derating monetisation Even 
a traditional input like farmyard manure is 
highly commercialised now It has a good 
maikct and fetches a good pnee The 
dependence on purchased inputs is growing 
The increase in the consumption of chemical 
fertiliser has been phenomenal as can be 
seen from Fable 3 While this consumption 
per hectare of gross cropped area increased 
by only 18 34 kg from 13 61 kg in 1970-71 
lo 31 95 kg m 1980 81 it increased by as 
much as 35 54 kg during the following decade 
to 67 49 kg m 1990 91 Due to a significant 
government intci vcntion viz removal of 
subsidies on phosphatic and potassic 
fertilisers their consumption declined after 
1990 91 However the total consumption of 
all fertilisers continued to increase to 73 99 
kg in 1994 95 Indn ha* already surpassed 
a few developing countnes in this regard 
During 1993 94 \shilc India s consumption 
of fertiliser per hcctire of agricultural area 
was 68 2 kg it was only 50 6 kg in China 
53 3 kg in Philippines 52 l kg in Thailand, 
and 25 4 kg in the world as a whole 
[cf Fertiliser Statistics 1991 94 p IV 671 

Since inputs are bought often through 
institutional ertdit (from co operatives and 
commercial banks) trends in it are a good 


indicator of monetisation of inputs Here 
again, as we can see from Table 4, there has 
been acceleration after 1980-81 Table 4 
presents data for credit flow - both total and 
on per hectare basis, in monetary terms as 
well as adjusted fonnflation using the index 
numbers of wholesale prices The increase 
in the flow can be seen to be significant m 
real terms too, particularly after 1980-81 
Investment in private irrigation also has 
grown considerably, indicating reduced 
dependence on government created irriga¬ 
tion Met irrigated area as per cent of net 
sown area increased in India from 17 6 in 
1950*51 to only 18 5 per cent in 1960-61, 
and then accelerating to 22 2 in 1970-71, 
27 7 per cent m 1980-81, 33 6 in 1990-91 
and34 5percentinl991 92 Uismosthkely 
to taper off as it approaches exploitable 
potential of irrigation Irrigation from* 
sources other than by government canals 
and tanks can be said to be mainly from 
private sources Though there are a few 
public tube wells, well irrigation is 
dominantly private Table 5 below presents 
the relevant picture Net area imgated by 
tube wells, other wells, private canals and 
"other sources' (other than government 
canals and tanks) increased from 10 1 million 
hectares in 1950 51 to only 11 0 million 
hectares in I960 61, and thereafter to 15 I 
million hectares in 1970-71 21 1 million 
hectares in 1980-81, 28 0 million hectares 
in 1990-91 and 28 7 million hectares in 
1991-92 In the process, their proportion in 
total net imgated area increased from 48 4 
per cent to 44 4 per cent, 48 4 per cent 54 4 
per cent 58 5 per cent and then to 58 7 per 
cent during respective years On the con¬ 
trary, there was only a slow increase in area 

Table 4 Fiow or Institutional CRroiT to 


Agriculturf All India 

Institutional 

Institutional 

Credit 

Credit Per 

Total 

. Hectare of 

Rs Crore 

Gross 


Cropped 
Area (Rs) 


At current 

At 1981-82 

Pm.cs 

Prices 


1970 71 

885 16 

53 39 

147 89 

1980 81 

3389 16 

196 36 

200 98 

1990 91 

8982 66 

483 20 

264 48 

1991 92 

11506 61 

629 81 

303 08 


f abll 3 Consumption ok Chi mic al Fertilisers Ai i India 



Consumption in 
N P 57 

OOOlonnes 
TjS "ToiaT 

Consumption Per Hectare of Gross Cropped 
Area in Kgs 

1950 51 

Ss 

9 

6 

70 

0 55 (1951 52) 

1960 61 

212 

53 

29 

294 

l 93 

1970 71 

1479 

541 

236 

2256 

1361 

1980 81 

3678 

1214 

624 

5516 

31 95 

1990 91 

7 C 97 

3221 

1328 

12546 

67 49 

1994 95 

9MI 

2945 

1064 

13520 

73 99 


Soune Fertiliser Statistic s 1994 95 pp 1-83 and 110 
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irrigated by government canals and tanks 
together, and their proportion declined 
significantly, particularly so under tank 
irrigation. 

Capital F6rmation in Agriculture 

The declining importance of public 
irrigation is reflected also in the total gross 
capital formation in agriculture (GCFA) on 
government account. In fact, the latter 
showed an absolute decline in real terms 
after 1980-81, whereas GCFA on private 
account increased in real terms up to 1990-91 
(Table 6). However, there has been a decline 
in absolute terms in GCF on private account 
too after 1990-91 as on public account. The 
share of GCF on private account steeply 
increased between 1980-81 and 1990-91, 
and has remained at a slightly lower level 
during the last two years. To some extent, 
private GCFA depends on public GCFA. 
When the latter declined, it is remarkable that 
the former did not decline in absolute terms 
at least between 1980-81 and 1990-91. A 
continuously decliningGCFAon government 
account would have affected GCFA on private 
account. In any case, the proportion of 
private GCFA to total has increased from 
67 per cent in 1960-61 to 77 per cent in 
1992-93. There was a decline in this 
proportion between 1970-71 and 1980-81 
due to massive increase in GCPA on public 
account. Will the decline in GCF on private 
account after 1990-91 be a momentary 
phenomenon? Hopefully so, because after 
1991-92, it has risen again though it has not 
regained the 1990-91 level. 

What can be quite worrisome here is the 
continuously declining proportion of total 
GCF to GDP from agriculture after 1980-81. 
The increase in total GCF in 1993-94 has 
not been enough to regain earlier levels. An 
acceleration in growth rates after 1980-81 
does not apparently tally with this pheno¬ 
menon. If this trend continues, it could well 
lead to growth rates tapering off. Apart from 
a decline in GCF on government account, 
could this decline in the rate of GCF be a 
cumulative effect of a continuosly declining 
trend in the proportion of area under medium 
and large holdings, as we have noted in a 
section below on structural trends? This 
decline was particularly sharp during the 
decade after 1980-81 (from 52.6 per cent of 
total operated area to 44.6 per cent). If larger 
holdings are the major source of capital 
accumulation, a decline in the rate of GCF 
in agriculture may not be surprising under 
these circumstances. Had it not been for this, 
an increase in GCF on private account would 
have been signficant enough to offset the 
decline in GCF on government account. But 
how did the acceleration in growth take 
place in spite of the decline in the rate of 
GCF? The corresponding increase in the 


proportion of are* under smaller holdings 
would have increased the requirement of 
labour per hectare and reduced relatively the 
need for fixed capital. Both in the case of 
food crops and non-food crops, the 
importance of working capital required for 
the purchase of current market inputs like 
fertilisers seems to have sharply increased 
as we have noted elsewhere. There has been 
no corresponding increase in the need for 
fixed capital. It is interesting to note in this 
connection that the ratio of net fixed capital 
formation to NDP (both at 1980-81 prices), 
which increased from 1.23 in 1960-61 
and 1.22 in 1970-71 to as high as 1.57 in 
1979-80. began to fall thereafter, in spite of 
fluctuations around a declining trend. It 
was 1.43 in 1980-81, and fell to 1.26 m 
1990-91 and further to 1.25 m 1993-94 
[cf EPW-RF1995:3252]. The declining share 
of operated area under medium and larger 
holdings may not be the only factor behind 
falling capital-output ratios. The spread of 
literacy and general education among the 
rural people including farmers would have 
increased their skills and productivity. Could 
it be that formation of human capital has 


more than compensated for the Ming rate 
of GCF. making possible acceleration in 
growth rates? This needs further probe. In 
any case, it is the fall in capital- output ratios 
which made higher growth rates possible in 
spite of a decline in the rate of GCF. But 
we cannot always count on declining capital- 
output ratios, and a stepping up of GCF may 
be necesary to keep up agricultural growth 
rate in future. 

Possible Causal Factors 

Before going into the implications of the 
accelerated commercialisation since the 
1980s, we may explore the factors behind 
this phenomenon. An improvement in the 
overall economic growth and the rise of the 
middle class in the Indian economy must 
have played an important role in stepping 
up the demand for superior cereals and non- 
foodgrain agricultural commodities. These 
commodities enjoyed a higher income 
elasticity of demand. The procurement of 
foodgrains and building up buffer stocks of 
foodgrains also gave an assured market for 
superior cereals, and protected farmers from 


Tabu-: 5- Irrigattd Area by Source, All India 

(in million hectares) 


Government 


(D+ 

Tubewells Other 

Pnvate 

Other 

<4H 

Total 


Canals 

Tanks 

(2) 


Wells 

Canals 

sources 

<5H 

Net 









(6)4 

lrrg 









(7) 

Area 

• 


(i) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1950-51 

7.2 

3.6 

10.8 

- 

6.0 

1 1 

30 

10.1 

20 9 


(34.4) 

(17.2) 

(51.6) 

- 

(28.7) 

(5 J) 

(144) 

(48.4) 

(100) 

1960-61 

9.2 

4.6 

13.8 

02 

72 

1 2 

24 

11.0 

24 8 


(37.1) 

(18.5) 

(55 6) 

(0 8) 

(29 0) 

(4.8) 

(9 7) 

(44 4) 

<100) 

1970-71 

12.0 

4.1 

16.1 

4.5 

7.4 

09 

23 

15 1 

31.2 


(38.5) 

(13.1) 

(516) 

(14.4) 

(23 7) 

(2.9) 

(7.4) 

(48.4) 

(100) 

1980-81 

145 

3.2 

17.7 

9.5 

8.2 

0.8 

2.6 

21 1 

38.8 


(37.4) 

(8.2) 

(45.6) 

(24.5) 

(21.1) 

(2.1) 

(6.7) 

(54.4) 

GOO) 

1990-91 

16.5 

3.3 

19 8 

14.3 

10.1 

05 

3 1 

28.0 

47.8 


(34.5) 

(7.0) 

(41.5) 

(29.8) 

(21.1) 

(U) 

(6.5) 

(58.5) 

(100) 

1991-92 

16.8 

3.3 

20 1 

14.8 

10.2 

0.5 

32 

28.7 

48.8 


(34 4) 

(69) 

(41 3) 

(30.3) 

(20.9) 

(U) 

(6.5) 

(58.7) 

(100) 


Note: Figures in brackets ate percentages to total net irrigated area. 

Source- For years 1950-51 to 1980-81 - Agricultural Statistical Compendium, Vol I Foodgrains 
Part 1, compiled by P C Bansal, Techno-Economic Research Institute, New Delhi 1990; 
For years 1990-91 and \ 991 -92 Fertiliser Statistics 1994-95. P111-11. 


Table 6: Gross Capital Formation in Indian Agriculture at 1980:81 Prices 

(Rs crore) 



Total 

Public 

Private 

Total GCF in Agriculture as 
Per Cent of GDP from Agriculture 

1960-61 

1773 

585 (33.0) 

1188 (67.0) 

5.4 

1970-71 

2884 

789 (27.4) 

2095 (72.6) 

7.0 

1980-8! 

4864 

1892 (38.9) 

2972 (61.1) 

10.0 

1990-91 

5874 

1313(22.4) 

4561 (77.6) 

8.4 

1991-92 

4988 

1135 (22.8) 

3853 (77.2) 

7.3 

1992-93 

5128 

1185 (23.1) 

3943 (76.9) 

7.1 

1993-94 

5228 

na 

na 

7.0 


Note : Figures in brackets are percentages to Total GCF case 
Source: National Accounts Statistics . ' 


A-66 


Economic and Political Weekly June 29, 1996 



tfekcr tiMk xjf iiny .evert In 
the years of bumper harvests. The prices 
themselves have been made more 
remunerative through the announcement of 
progressively increasing procurement and 
minimum support prices. Terms of trade 
have once again turned favourable to 
agriculture. 

As Acharya (1994) has observed, there 
were also other significant improvements 
in the performance of domestic markets. 
Owing to buffer stock operations in rice and 
wheat, there has been a decrease in the intra¬ 
year price rise from peak to lean seasons. In 
the case of oilseeds also, the spread between 
post harvest and lean season prices is reported 
to have come down [ibid: 156]. Even in the 
case of commodities like fruits and vegetables, 
there has been an improvement in the form 
of a rise of co-operative marketing institutions 
which have evolved a network for purchase 
from farmers and for sale to consumers as 
in Karnataka. A wide network of regulated 
markets and warehouses also has helped in 
the process. According to Acharya, physical 
losses during handling, storage and 
transportation have reduced. The process of 
price discovery is more open, and market 
charges are rationalised. The backward and 
forward linkages of wholesale markets have 
been strengthened. 

Interlinkages of credit with factor and 
product markets have been a banc of forced 
commercialisation in India as Bharadwaj 
had pointed out (Bharadwaj 1974:4]. These 
things have evidently been changing, as 
brought out by a recent study in Andhra 
Pradesh. A comparison between a backward 
and a developed village showed that while 
interlinked credit transactions were highly 
prevalent in the former, they were much less 
in the latter [Reddy 1992]. Moreover, the 
study distinguishes between interlinkages of 
a voluntary type where both parties benefit, 
and of a coercive type wheie the dominant 
party exploits the weaker party. The 
interlinkages that remained in the developed 
village were mainly of a voluntary type. 
This indicates that overall economic 
development, including improvements in 
marketing and other infrastructure, tends to 
reduce coercive types of transactions and 
gives a spur to genuine commercialisation 
and further growth. 

This does not mean, however, marketing 
problems are solved and coercive transactions 
havedisappeared. Commercialisation makes 
farmers more vulnerable to market forces 
and market risks. Marketing efficiency has 
not developed as yet equally well in other 
commodities as in rice and wheat, particularly 
wheat. Monopolistic elements are known to 
be colluding in price fixation in the case of 
many commodities like fruit and vegetables 
in big markets. Yet, farmers prefer to bring 
their produce here because of assured sales. 
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if the fect that there Is 
today hardly a credible institutional 
mechanism to actually provide for support 
operations in a majority of crops apart from 
exceptions like rice and wheat. Perishable 
crops like fruit and vegetables are specially 
vulnerable. Not all farmers are equally well 
poised to undertake i market risks. 

There have been some developments in 
recent years however, which have tended 
to contribute towards reducing market risks 
of even relatively smaller fanners. Several 
processing companies are making direct 
contracts with farmers for purchase of farm 
produce such as tomatoes, papain (from 
papaya), marigold seeds (used as poultry 
feed to brighten the colour of egg yolk) and 
umpteen such items. The companies provide 
technical know-how, seed, sometimes even 
credit, and of course assured purchase. It 
may look like a monopolistic arrangement, 
but fanners have gained in absolute terms 
by entering into such contracts and have 
improved their financial position compared 
to their earlier status. This has led to a 
tremendous diversification, the full richness 
of which is yet *o be documented. 

Commercialisation requires new skills on 
the part of farmers. Though total literacy is 
yet to be achieved in rural India, it has ad¬ 
vanced considerably, and so has the general 
educational level. It is common to find 
several matriculates and even a few graduates 
m Indian villages today. They are sensitive 


to m^icet Warmation given by themodtfL 
Their better educational and information 
levels would certainly have aided commer¬ 
cialisation and growth, and enabled fanners 
to deal with traders and processing com¬ 
panies on a little stronger footing than before. 


Table 8: Total Cost and Net Income from 
Principal Crops in Karnataka: 1990-91 
(In descending order of total costs) 

(Rs per hectare) 


Crop 

Gross 

Income 

Total 

Cost 

Net 

Income 

More Commercialised Crops 
Sugarcane (first crop) 38005 

28218 

9787 

Sugarcane (ratoon) 

39272 

22954 

16318 

Tobacco 

22597 

14825 

7772 

Cotton 

17519 

10971 

6548 

HYV paddy 

12127 

8862 

3265 

HYV maize 

7479 

5394 

2095 

Ground nut 

4130 

3515 

615 

Soyabean 

5047 

2774 

2300 

Sunflower 

3004 

2011 

993 

Red gram 

3049 

1909 

1140 

Other crops 

HYV ragi 

2671 

4006 

-1335 

HYVjowar 

2050 

1936 

114 

Horse gram 

2182 

1843 

339 

HYV bajra 

1242 

1219 

23 

Green gram 

1138 

1193 

-55 


Source: Report on Regitmwise Cost of Cultiva¬ 
tion for 1990-91, Farm Management 
Division, Directorate of Agriculture, 
Government of Karnataka. June 1992. 


Table 7: Average Net Income from Selected Crops during 1972-83 across States. 


State 

Superior Cereals 

Other Foodarains_ 

Cash Crops 

Crops 

Rs Per Hectare 

Crops 

Rs Per Hectare 

Crops Rs Per Hectare 

Andhra Pradesh 

Paddy 

474 

Jowar 

67 

Sugarcane 

3204 






Cotton 

535 

Bihar 

Paddy 

85 

Maize 

2318 

Sugarcane 

2595 


Wheat 

528 





Punjab 

Paddy 

2272 



Cotton 

856 


Wheat 

422 





UP 

Paddy 

251 



Sugarcane 

3479 


Wheat 

692 





Kamalaka 

Paddy 

2009 

Jowar 

147 

Cotton 

916 

Tamil Nadu 

Paddy 

975 

Jowar 

-128 

Sugarcane 

2075 






Groundnut 

172 






Cotton 

lo . 

Gujarat 



Bajra 

279 

Groundnut 

564 






Cotton 

1221 

Maharashtra 



Jowar 

115 

Sugarcane 

6116 






Cotton 

404 

Haryana 

Paddy 

626 

Bajra 

150 




Wheat 

251 

Grom 

56 



MP 

Paddy 

675 






Wheat 

367 





Assam 

Paddy 

316 



Jute 

397 

Orissa 

Paddy 

611 





West Bengal 

Paddy 

628 



Jute 

592 

HP 



Maize 

-187 



Rajasthan ' 



Maize 

297 






Bajra 

59 






Gram 

366 




Source: Mruthyunjaya and Kumar (1989) based on Comprehensive Scheme on Cost of Cultivation 
of Principal Crops, Directorate of Economics and Statistics, Government of India. 
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Crop Economics 

Under a commercialised setting, farmers 
tend to grow more of those crops which fetch 
them more net income per hectare, after 
meeting their costs Relative economics of 
competing crops becomes, therefore, more 
important Based on data from the Compre¬ 
hensive Scheme on Cost of Cultivation of 
Principal Crops sponsored by the directorate 
of economics and statistics. Mruthyunjaya 
and Kumar have estimated average net income 
per hectare during the penod 1972-83 for 
principal crops across various states inlndia 
These figures are reproduced in Table 7 An 
ail-inclusive concept of cost is used here 
There is some variation across the states in 
net income, but what matters from the point 
oft view of choice are relative differences 
within a state or region Sugarcane tops over 
all the crops in net income per hectare, but 
we cannot generalise that all non-toodgram 
crops fetch more net income than foodgrains 
Paddy and wheat, particularly paddy, also 
fetch high net incomes, though not as high 
as sugarcane Cotton is also quite attractive 
in states like Gujarat Foodgrains other than 
the two supenor cereals generally fetch low 
net incomes, but maize can he quite attractive 
as in Bihar However, net income from maize 
vanes from Rs 2,318 m Bihar to a loss of 
Rs 187 in HP Evidently, agro-tlunatic 
features of regions have a role to play in 
determining relative economics On the 
whole, the foodgrains other than nee and 
wheat face the threat of continuous decline 
and - hopefully not - even an extinction, if 
this picture of relative crop economics con¬ 
tinues in future Pulses no doubt have a good 
demand and fetch high pnees, but their yields 
should considerably improve tor making 
them economically more viable to grow 

One ot the problems ot cultivating more 
remunerative crops is that n also calls for 
more investment per hectare, including 
working capital, and also more supervision 
This has a significant equity implication in 
that those farmers who cannot at ford this are 
likely to be small and marginal and may not 
able to fully reap the benefits of 
commercialisation Equity apart, it is 
necessary to arrange timely and adequate 
credit to all farmers so that they can grow 
the crops they want Table 8 below presents 
figures on gross income, total cost and net 
income per hectare from principal crops in 
Karnataka during 1990-91 This is based on 
a separate scheme for the collection of 
farm management data, which is the state 
government 1 s own The concept of cost used 
in the state scheme is also all inclusive, and 
is even more comprehensive than what is 
used in the GO! scheme The concept used 
in the former includes nsk costs (10 per cent 
of total vanable cost m ungated crops and 
15 per cent on dry land crops), and managerial 


costs as well (Rs 400 per hectare for annual 
crop and Rs 240 per hectare for seasonal 
crops of six months or less). Thetableshows 
a generally positive association between the 
level of total costs and net income, but HYV 
ragi is a significant exception involving high 
cost but giving a net loss The more com¬ 
mercialised crops have not only a higher net 
income, but also require higher expenditure 
It is necessary to recall here that the crops 
which are shown as making net loss or very 
low net income do so on the basis of a very 


ccrniprehenaivctt^ 

may well be recovering their paid out costs. 
Secondly, net incomes are subject to 
fluctuations on account of weather and pests. 

Since both gross and net incomes per 
hectare of non-foodgrain crops are con¬ 
siderably higher than those from foodgrains, 
their share in GDP generated from agriculture 
must be much higher than what is indicated 
by their share in total gross cropped area We 
had noted above that the share of non- 
foodgrain in area is about one-third now If 


Table 9 Cropping Pattern across Size Classes of Agricultural 
Holdings in India. 1970-71 and 1980-81 
(Percentages to Total Cropped Area) 


Crops 

Year 

Marginal Small 
(less than (1-2 hec) 

1 hec) 

Semi Medium 
(2-4 hec) 

Medium Large 

(4-10 hec) (10 hec and 
more) 

All 

Rice 

70-71 

38 8 

34 4 

27 8 

190 

114 

22 9 


80-81 

39 8 

34 5 

27 2 

189 

113 

24 5 

Wheat 

70-71 

132 

12 0 

122 

117 

10 1 

11 6 


80-81 

14 8 

129 

130 

125 

II 3 

128 

Other 

70-71 

20 7 

24 0 

27 2 

10 9 

34 2 

29 0 

Cereals 

80-81 

17 3 

22 0 

25 5 

28 9 

32 3 

26 1 

Total 

70 71 

72 7 

70 4 

67 2 

61 6 

55 7 

63 5 

Cereals 

80-e 1 

71 9 

69 4 

65 7 

603 

54 9 

63 4 

Pulses 

70-71 

104 

II 1 

123 

138 

16 0 

15 1 


80-81 

95 

10 1 

II 0 

12 9 

15 1 

120 

Tout 

70-71 

83 1 

81 5 

79 5 

75 4 

71 7 

78 6 

foodgrains 

80-81 

81 4 

79 5 

76 7 

73 2 

70 0 

75 4 

Sugarcane 

70 71 

1 9 

1 8 

1 8 

1 5 

09 

1 5 


80 81 

1 9 

20 

2 0 

1 5 

0 9 

1 6 

Groundnut 

70 71 

24 

40 

44 

5 5 

50 

46 


80 81 

23 

35 

43 

5 1 

37 

40 

Oilseeds 

70 71 

6 1 

69 

7 5 

92 

90 

82 


80 81 

6 1 

72 

86 

10 2 

92 

87 

Cotton 

70-7i 

1 0 

22 

36 

62 

- 74 

49 


80-81 

1 0 

27 

42 

63 

66 

46 

Jute 

70 71 

1 0 

1 1 

07 

03 

02 

05 


80-81 

1 0 

1 0 

06 

02 

0 1 

05 

Non-food- 

70 71 

169 

18 5 

20 5 

24 6 

28 3 

21 4 

grains 

80-81 

186 

20 5 

23 3 

26 8 

30 0 

24 6 

Source Centur of Agricultural Holding s - All India for 1970 71 and 1980 81 




Tabu* 10 

Cropping Pattern across Size-Ci asses of Agriculturai 




Holdings in Karnataka, 1985-86 and 1990-91 





(Percentages to Total Gross Cropped Area) 




Year 

Marginal Small 

Semi-medium Medium 

Large 

All 

Rice 

1985 86 

24 6 

14 0 

109 

72 

45 

10 1 


1990-91 

23 4 

129 

10 5 

73 

5 1 

104 

Other cereals 

1985-86 

38 5 

42 9 

43 3 

440 

43 5 

43 I 


1990 91 

37 4 

406 

39 6 

40 0 

36 8 

39 3 

Total cereals 

1985-86 

63 1 

56 9 

54 2 

51 2 

48 0 

53 2 


1990-91 

608 

53 5 

50 1 

47 2 

41 9 

49 7 

Pulses 

1985-86 

10 6 

133 

13 3 

138 

14 1 

134 


1990-91 

80 

12 1 

129 

132 

14 1 

126 

Total food- 

1985-86 

73 7 

70 2 

67 5 

65 0 

62 1 

666 

grains 

1990-91 

68 8 

65 6 

63 0 

604 

56 0 

62 3 

Other food- 

1985-86 

72 

6 1 

58 

48 

40 

53 

grains 

1990-91 

80 

70 

65 

6! 

56 

65 

Oilseeds 

1985-86 

12 1 

15 6 

17 5 

19 6 

200 

17 9 


1990-91 

"143 

18 1 

21 3 

242 

266 

217 

Fibres 

1985-86 

22 

45 

58 

74 

80 

54 


1990-91 

34 

56 

57 

58 

50 

63 

Other non- 

1985 86 

48 

36 

33 

32 

58 

39 

food crops 

1990-91 

55 

38 

35 

34 

69 

42 

All non- 

1985-86 

26 3 

29 8 

32 5 

35 0 

37 9 

33 4 

foodgrains 

1990-91 

31 2 

344 

37 0 

39 6 

440 

39 7 


Source Census of Agricultural Holdings, Karnataka, 1985-86 and 1990-91 
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Tables 7 and 8 are an indication their share 
in GDP from agriculture must be at least 
twice as high Though foodgrains dominate 
in terms of area, non-foodgrtuns dominate 
in terms of value added 

Reach of Commercialisation 

We observed above that, generally, higher 
levels of net income per hectare also go with 
higher levels of expenditure incurred, which 
tends to favour better endowed farmers We 
can examine now how far commercialisation 
leaches different size-classes of farmers The 
reports on the Census of Agricultural 
Holdings contain information on cropping 
pattern in different size-classes We follow 
the census classification of holdings into (i) 
marginal (less than one hectare), (u) small 
(1 to 2 hectares), (in) semi-medium (2 to 4 
hectares), (iv) medium (4 to lOhectarcs), and 
(v)large(lOhectaresandabove) Admittedly, 
there is some arbitrariness here because 
differences in irrigation endowment, rainfall 
and soil mean that a given hectare does not 
have the same productivity m all regions 
Nevertheless, the information fiom the 
Census can be used though with caution 

Table 9 presents the cropping pattern in 
terms of area under principal crops as 
percentages to total gross cropped area in 
respective size-classes of holdings in the 
country as a whole for 1970-71 and 1980- 
SI It is interesting to see that though 
(oodgrains are cultivated more by smaller 
size-classes than by larger ones, it is mainly 
because both superior cereals are gi own more 
by the smaller size-classes There is a 
tendency for the proportion of area under 
both superior cereals to decline as the size 


of holding increases, which is particularly 
conspicuous in the case of nee. On the 
contrary, the proportion of area under other 
cereals - which have a less commercialised 
character-increases with the sizeof holdings 
This of course does not mean that the extent 
of commercialisation decreases with 
increasing size-class, particularly since the 
proportion of area under non-foodgrains - 
which are highly commercialised - increases 
with the size of holding The proportion of 
area under pulses - which are more 
commercialised than coarse cereals - also 
increases with the increasing sizeof holdings 
Though the proportion under more 
commercialised crops tends to increase with 
the size of holdings, there is also another 
influencing factor, namely, irrigation Since 
small and marginal holdings are more 
irrigated, they opt for superior cereals, which 
explains why a higher proportion of these 
crops are under smaller holdings The 
proportion of dry crops increases with size 
of holdings because the proportion of dry or 
rainfcd area also increases with size, and this 
characteristic is shared by both coarse cereals 
as well as relatively dry cash crops A 
similar pattern is seen in Karnataka also 
for more recent years, as can be observed 
from Table 10 Because of higher irrigation, 
smaller holdings are also commercialised It 
we isolate the effect of irrigation or standardise 
holdings, we may perhaps find a positive 
association between commercialisation and 
size of holding But irrigation after all is 
a very important factor in the 
commercialisation of agriculture 
Because of the importance of irrigation, 
we give more attention to it through Table 11 
which shows how net sown area and net 


irrigated area weredutributodm India during 

1970- 71 and 1980-81 and also the share of 
the latter m the former in respective size- 
classes The table clearly shows that the 
proportion of irrigated area declines as the 
size of holding increases in both the year* ’ 
However, as between 1970-71 and 1980-81, 
marginal holdings improved their irrigation 
endowment only marginally from 33.8 to 34 
per cent, while in all other size-classes it 
grew much more noticeably The highest 
increase in the irrigation proportion has taken 
place in the small and semi-medium holdings. 
Unfortunately, 1990-91 figures for India as 
a whole were not available to us at the tune 
of wnting We may, therefore, study 
Karnataka data for 1985-86 and 1990-91. a 
penod when commercialisation accelerated 
there These figures are also presented in the 
lower part of Table 11 We find here that 
it is the laige holdings which increased their 
irrigation proportion the most, and marginal 
holdings even suffered a small decline Since 
imgauon development has been mainly on 
private account as we observed earlier, it is 
not surprising to find here that marginal 
holdings aredisadvantaged in this regard and 
the large and medium holdings have reaped 
most of the increase in imgated area It 
should be noted, however, that in absolute 
terms the marginal holdings have also 
increased their area under irrigation to some 
extent 

It is interesting to find that the consumption 
of fertilisers per hectare also follows a similar 
pattern as irrigation across different size- 
classes of holdings NSS 26th Round for 

1971- 72 for South Zone (Report No 265/4, 
March 1976) has shown that application 
rates of both nitrogen and phosphorus 


Table 11 Distribution of Net Sown Area 
(NSA) and Nei Ikriuatfd Arfa (N1A) across 
Si7F Classes of Hoi dings 


Year Mar Small Semi 

Medi 

Large All 

ginal 1 

Medium um 




India 




NSA in million hectares 




1970-71 HO 17 0 

26 2 

409 

38 6 

135 8 

1980 81 17 1 20 2 

297 

407 

28 9 

136 6 

N1A in million hectares 




1970 71 4 4 4 7 

66 

83 

50 

29 1 

1980-81 6 9 6 6 

87 

9 94 7 36 8 

N1A as per cent of NSA 




1970 71 318 27 9 

25 2 

20 4 

130 

21 4 

1980-81 14 0 12 9 

29 3 

24 2 

160 

26 9 

Karnataka 



NSA in 000 hectares 





1985-86 785 1721 

2600 

3431 

1986 10523 

1990-91 965 2104 

2891 

3314 

1589 10863 

N1A in 000 hectares 
1985-86 209 286 

387 

411 

164 

1457 

1990-91 251 393 

516 

579 

237 

1976 

NIA as per cent of NSA 




1985-86 266 166 

149 

120 

83 

138 

1990-91 26 0 18 7 

178 

17 5 

14 9 

18 2 


Source Respecuve Reports on Census of Agri¬ 
cultural Holdings 


Tablf 12 Average Size and Distribution of Operational Holdings 


Marginal 
(less than 1 hect) 

Small 

(1 to < 2 ha) 

Semi-Medium 
(2 to < 4 ha) 

Medium 
(4 to < 10 ha) 

Large 
(10 ha and 
above) 

All 

Number of holdings in million 





1970-71 36 2 

134 

10 7 

79 

28 

710 

1980-81 501 

16 1 

124 

81 

22 

88 9 

1990-91 62 1 

20 0 

13 9 

76 

1 7 

105 3 

Operated area in million hectares 





1970-71 14 6 

19 3 

30 0 

48 2 

50 1 

162 I 

1980-81 19 7 

23 2 

246 

48 5 

37 7 

163 8 

1990-91 24 6 

28 7 

38 3 

45 0 

28 9 

165 6 

Average size of operational holdings (hectare) 




1970 71 040 

1 44 

2 81 

6 08 

18 1 

2 28 

1980-81 0 39 

1 44 

1 98 

602 

174 

1 84 

1990 91 0 40 

144 

276 

590 

17 3 

1 57 

Distribution of the number of holdings in size categones (per cent) 



1970-71 110 

159 

150 

112 

39 

100 

1980-81 164 

18 1 

14 0 

9 1 

24 

100 

1990-91 59 0 

19 0 

132 

72 

1 6 

100 

Distribution of operated area in size categones (per cent) 




1970-71 . 90 

119 

185 

297 

30 9 

100 

1980-81 12 1 

14 1 

21 2 

29 6 

23 0 

too 

1990-91 14 9 

17 3 

23 2 

27 2 

174 

too 


Note 1990-91 figures are provisional 

Source All India Reports m Agricultural Census and Agricultural Statistics at a Giant e March 
1995, p 104 (the latter for 1990-91) 
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nutrients per acre of gross irrigated area was 
highest among smaller holdings and declined 
as the size of operational holding increased, 
ft is notable this is so within the irrigated 
area. In any case application rates are lower 
in dry or rainfed areas which dominate larger 
holdings. 

What about the spread of commercialisation 
across different regions in India? It is 
heartening that as indicated from agricultural 
growth, the process has been spreading fast 
almost all over the country. Sawant- Achutan 
study (1995) showed that not only did the 
compound annual rate of growth per annum 
in GDP from agriculture increase from 
2.16 per cent during the period 1968*69 to 
1981-82 to 3.28 per cent during the period 
1981-82 to 1990-91, even states like Kerala, 
Tamil Nadu, and MP which registered 
insignificant growth in SDP from agriculture 
during the first penod, experienced higher 
and significant growth during the second 
penod. Except for AP. Gujarat and Maha¬ 
rashtra, all other states had much higher 
rates of growth in SDP from agriculture than 
during the first. The eastern region which 
was con-sidered to be lagging behind in 
agncultural development expenenced high 
growth rates, during the second penod, for 
example, West Bengal having 6.88 per cent 
and Orissa 3.4 per cent. The spread of 
irrigation in the eastern region was a major 
contnbutory tactorin this. What is remarkable 
from the findings of this study is that those 
slates from northwest, central and eastern 
regions which did exceedingly well in 
foodgram growth, did equally well in non- 
foodgrain growth. And what is more, in the 
southern region, which suffered a decline in 
foodgrain growth, the significant growth in 
the non-loodgrains output more than com¬ 
pensated for the poor growth in foodgrains, 
and recent overall rates were still higher than 
in the earlier period. 

The consumption of chemical fertilisers 
per hectare of gross cropped area is a fairly 
good indicator of the degree of com¬ 
mercialisation ot agriculture, as we noted 
above. It would be interesting to see to what 
extent its spread has accelerated in different 
states in India. The eastern region, which 
on average, has the lowest consumption of 
fertilisers among the four zones even now, 
has considerably narrowed the difference 
relative to all-India figure. In 1970-71, the 
consumption per hectare was 7.32 kg as 
against all-India's 13 67 kg; the cor¬ 
responding figures in 1980-81 were 18.1 and 
31.9 kg, and in 1994-95 they were 50.9 and 
74 kg respectively. The coefficient of 
variation (CV) in fertiliser consumption per 
hectare taking all the states and UTs (except 
Andaman and Nicobar) - the major and 
small, declined continuously from 140 per 
cent in 1970-71, to 125 percent in 1980-81, 
124 per cent in 1990-91 and 115 per cent 


in 1994-95. This«does not indicate a steep 
decline and the CV also appears rather high, 
mainly because of extreme observations. On 
the one hand we have such high consumers 
as Pondicherry and Delhi (consuming 
respectively 490 and 250 kg per hectare in 
1994-95), and on the other such low takers 
like Nagaland (consuming only 1.2 kg in 
1994-95). The extremity of values has 
continued. Taking only the 17 large or major 
states, however, the CV in the consumption 
of fertilisers increased from 74 per cent in 
1970-71, to 81 per cent in 1980-81, but 
thereafter declined to 58 per cent in 1990-91 
and 57 per cent in 1994-95. If the con¬ 
sumption of fertilisers is an indication, there 
are still significant variations in the extent 
of commercialisation, but the variation has 
declined significantly after 1980-81. This 
was the finding from a study of growth rates 
across regions too. 

Structural Trends 

It may seem paradoxical but true that even 
the accelerated commereciahsation and 
growth has not brought about any polarisation 
in Indian agriculture. This is in spite of the 
fact noticed above that commercial crops 
need more expenses to be incurred though 
they are more remunerative. We find that not 
only the proportion of marginal and small 
holdings has gone up, even their proportion 
of total operated area has gone up 
correspondingly, with the result that the 
average size of marginal and small holdings 
has remained practically the same during the 
three agricultural census years; 1970-71, 
1980-81, and 1990-91. On the other hand, 
the average size of medium and large holdings 
has declined so much that the overall average 
also has declined. (This can be seen from 
Table 12). This was inevitable because the 
number of operational holdings has 
proportionately increased more than the total 
operated area. A break-up has occurred 
mainly in the large and medium holdings and 
not at the lower end, suggesting that farmers 
do not break-up small and marginal holdings 
to the point of nonviability as far as they can, 
and seek alternative jobs for their offspring 
and even try to limit the size of their family. 
The' large and medium holdings which 
together accounted for 15.1 per cent of total 
holdings m 1970-71 and 8.8 per cent in 
1990-91 had as much as 60.6 per cent of total 
operated land in 1970-71 but only 44.6 per 
cent of it in 1990-91. The semi-medium 
holdings (of 2 to 4 hectares) seem to share 
the characteristic of trends shown by the 
marginal and small farmers. Interestingly, 
in the average size of their holdings declined 
up to 1980-81 but reversed thereafter almost 
regaining the one prevailing in 1970-71. It 
would appear that this size-class is the most 
dynamic in the post 1980-81 phase of 


accelerated commercialisation. Between 
1980-81 and 1990-91, this is the only class 
which improved its average size noticeably 
enough. It would seem that the process of 
fast commercialisation has been led by this 
group, as it is economically viable and can 
generate a surplus and capital accumulation. 
The larger classes are also economically viable 
and no less commercialised but tend to break 
up due to demographic pressure. 

A lack of any tendency of polarisation can 
also be seen from the figures of Population 
Census. We do not get a picture of a small 
proportion of landlords employing a large 
army ol landless labour. Though there is 
inequality in the distribution of holdings 
particularly if landless labour are included, 
it is striking that cultivators have always 
outnumbered agncultural labour. The number 
ot cultivators increased from 78.3 million in 
1971 to 92.5 million in 1981 and 110.6 
million in 1991. On the other hand, the 
number of agncultural labour increased 
dunng these years from 47.5 million, 55.5 
million and 74.6 million respectively. Both 
these categones of workers are as defined 
in terms of their main activity. However, 
there is some increase in the proportion ot 
agricultural labour to all agricultural workers 
between 1981 and 1991 This proportion tell 
slightly trom 37.8 per cent in 1971 to 37.5 
per cent in 1981, hut increased to 40.3 pet 
cent in 1991. The accelerated commer¬ 
cialisation did increase proletarianisation tc 
some extent, but has not yet gone to such 
an extent as to outnumber the main cultivators. 

It is obvious that both forces are operating 
- demographic forces increasing the numbei 
of both cultivators and agncultural labourers, 
and commercialisation which tends to 
promote hired labour. The former is tending 
to disguise the latter. Many marginal 
cultivators cling on to agnculture as they 
have nowhere to go, and even agnculture has 
limited capacity to absorb labour, especially 
in a situation where small holdings dominate. 
Due to demographic forces and also certainly 
due to inadequate growth of job opportunities 
offered by the non-agricultural sector, the 
proportion of agncultural workers (cultivators 
and agncultural labour) to total workforce 
has declined only slightly over the years, 
while the proportion of GDP from agriculture 
fell drastically. This point was vividly brought 
out by V K R V Rao (1983), but the disparity 
has continued to affect Indian agriculture 
even thereafter. Thus, in spite of an upsurge 
in agricultural growth, the proportion of GDP 
from agriculture to total GDP(both at constant 
prices) fell from 34.7 per cent in 1980-81 
to 29.5 pdf cent in 1990-91, while the share 
of agricultural workforce fell from 66.5 per 
cent in 1981 to only 64.9 per cent in 1991. 
As a result, in spite of an absolute increase 
in per worker income in agriculture at constant 
prices, the ratio of per worker income in 
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agricultureto non-agricultural sector declined 
from 0.27 to 0.23 during this decade 
[Nadkami 1993:4]. 

India will probably have to live with this 
phenomenon of the proportion of GDP from 
agriculture being lower than the proportion 
of agricultural workforce. This is something 
which characterises many other countries 
too, both developed and underdeveloped. 
But Indian agriculture can certainly hope for 
absolutely if not relatively increasing 
incomes, significant enough to make an 
impact in terms of removal of rural poverty. 
This will depend not only on fast com¬ 
mercialisation and high growth rates, but 
also on who will be the agents of this whole 
process and its beneficiaries. A paradoxical 
situation of a dynamic prosperi ng agriculture 
and stagnating peasants including labourers 
would hardly be promising. What has been 
the evidence so far? 

Poverty and Equity Issues 

Commercialisation of agriculture is known 
to reduce poverty significantly, particularly 
if it is accompanied by wider rural 
development including the development of 
the non-agricultural sector. This is borne out 
from several studies, both cross-section and 
time scries. An advantage with cross-section 
studies is that one can select regions or 
villages known a priori to be at significantly 
different levels of commercialisation and 
rural development, and examine the 
differences in the extent of poverty. The 
magnitude ot difference in development 
levels involved in the cross-section compari¬ 
son may not be simply available in obser¬ 
vations over a period of a decade or two. We 
may briefly see what evidence we have from 
both types of studies, keeping in mind the 
above caution in interpreting the results. 

In a cross-section study of 15 villages in 
three southern states in the districts of 
Anantpur (A P), Bijapur (Karnataka) and 
Coimbatore (TN) with a reference period of 
1978-79, Nadkami (1985) found that poverty 
significantly declined with increasing levels 
of commercialisation and rural development, 
but inequality increased. The decline in rural 
poverty was so significant that even the 
poorest in the more developed villages were 
better off than small cultivators in the less 
commercialised villages. In fact 
under a commercialised setting it was more 
remunerative for very small cultivators to 
be non-cultivating labourers. Commercia¬ 
lisation has, therefore, been a proletariamsing 
force, making the agrarian structure more 
inequitous. While commercialisation may 
tend to weed out non-viable holdings from 
cultivation, they need not at the same time 
increase the share of large holdings. Small 
holdings above some line of viability may 
very well thrive under commercialisation 
without having to depend much op wage 
labour as a source of livelihood (p 161). 


^v^teonciimc and ^oUticalWeekiy Jung 29, 


Though smalt fanners were also involved 
in the market particularly in the more 
commercialised villages, it was not under 
duress or bondage. It was rather to take 
advantage of the market, to increase their 
purchasing power by selling output where 
they had advantage and purchasing goods 
which they needed. It was in more 
commercialised villages that even the small 
and marginal farmers obtained better prices 
fortheirfarm produce. It (commercialisation) 
increased the incomes of not only marginal 
cultivators but even of agricultural labour 
and artisans. The agricultural labourers got 
more employment as well as a little higher 
wage in more commercialised and developed 
villages (p 228). 

These findings are confirmed by a more 
recent cross section study of Indian villages 
byChadha( 1994). He observes in conclusion: 
As one moves trom a backward agricultural 
economy to an agriculturally developed 
economy, not only do total mandays of 
employment generally increase but even the 
net yearly earnings and. therefore, per day 
earnings improve considerably. The gams 
of agricultural development thus percolate 
down to the weaker sections in terms of 
higher annual earnings. The trickle down 
effect, however, becomes far more pervasive 
where the economy expands beyond 
agricultural development (p 251). Further, 
it is thus abundantly clear that a highly 
developed agriculture does have a decisive 
impact on rural poverty; the percolation 
mechanism is unassuilably at work (p 256). 
Punjab, considered the cradle of green 
revolution and having the most commer¬ 
cialised agriculture in the country, offers a 
telling illustration of the potential of 
agricultural growth to reduce rural poverty 
over time. Shergill and Singh (1995) have 
shown that the proportion of total rural poor 
declined from 33.64 percent in 1967-68 to 
10.40 in 1977-78, further to 8.48 per cent 
in 1987-88 and then to a mere 3.45 per cent 
in 1990-91. This happened in the case of the 
ultra-poor also in rural areas. Their proportion 
during the same years respectively declined 
from 17.21 per cent to 4.28 per cent, further 
to 3.42 per cent and then to only 0.49 per 
cent. Though there were some fluctuations 
around the long-term declining trend, the 
regression results showed the trends to be 
statistically significant. 

The experience of Punjab is not unique. 
Though not as dramatic, the extent of rural 
poverty has declined significantly in the 
country as a whole between 1970-71 and 
1990-91, though there arc differences 
between studies on the exact magnitudes 
involved. The most rosy picture is given by 
the Planhing Commission based on CSO 
method, according to which the percentage 
of rural poor declined from 51.2 in 1977-78 
to 40.4 in 1983, to 33.4 in 1987-88 and, 
further, steeply down to 20.6 in 1990-91. 
However, even according to the Planning 
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Commission estimates, rural poverty] 1 
increased to 22.4 per cent in 1992 [as quoted' 
in Gupta 1996:150). Other estimates of mrai 
poverty by Minhas et al and Tendulkar arc 
higher and do not show such a steep decline., 
Based on these estimates, the extent ot 
rural poverty which was 57.3 per cetit in 
1970-71 fell to 49 per cent in 1983, to 39.1 
per cent in 1987-88 and then to 35 per cent 
in 1990-91. According to these alternative 
estimates also, the extent of rural poverty 
increased in 1992 to 41.7 per cent [cf Gupt* 

1986:151]. Since the new economic poUcW 
of liberalisation and contraction of 
deficit started in 1991, there has been a worry j 
whether the increase in rural poverty in 1992} 
is going to be a reversal of the long-term! 
declining trend due to the adverse impact of! 
economic reforms. According to Tendulkar , 
and Jain, there was a constellation of several < 
factors which may at least be an approximate' 
cause for the 1992 increase in poverty: a dip; 
of 4.2 per cent in agricultural production 
in 1991-92, a steep hike in procurement and 
open market prices of wheat and rice, and 
a decrease in employment generation under 
Jawahar Rojgar Yojana, the latter being a 
part of the squeeze on anti-poverty pro¬ 
gramme [Tendulkar and Jain 1995:1375-77]. 
The squeeze on anti-poverty programmes 
seems to have been loosened subsequently < 
and agricultural growth also has resumed., 
Agricultural production on the whole and: 
also foograins production are reported to. 
have grown by 4 per ctfnt per annum afterj 
1991-92. Whether poverty will continue to* 
decline will depend not only on thej 
continuation of this growth but also the: 
nature of commercialisation during the 1990s. 
We will revert to this point soon. In the; 
meanwhile, we may note the impact of 
commercialisation and agricultural growth 
on employment. 

If commercialisation and growth of 
agriculture tend to reduce poverty as the 
above evidence suggests, it could be mainly 
through increased employment generation, 
and real wages, resulting in increased average 
daily earnings. Increased employment is 
brought about both by crop diversification 
and growth in production. There is evidence 
that commercialised crops like sugarcane, 
groundnut, cotton and jute generate much 
more labour days of employment per hectare 
than less commercialised crops like jawar 
and bajra, with wheat and maize falling in 
between [Mruthyanjaya and Kumar 1989; 
A-160-61]. In states like Bihar, where 
maize is quite commercialised, it offered 
more employment per hectare than even 
sugarcane. 

Vaidyanathan's study of the employment 
situation has shown that both employment 
and average earnings per day have improved 
in rural areas between 1972-73 and 1987-88, 
based on NSS Reports [ Vaidyanathan 1994]. 
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Estimated person days of employment of all 
fural workers increased during a decade 
between 1972*73 and 1983 by 12 7 per cent, 
atld within half a decade between 1983 and 
1987-88 by 13 3 per cent The increase in 
the samq for rural workers agricultural 
labour alone between 1972-73 and 1983 
was 21 8 per cent [cf ibid, Table 2. p 3148] 
The figures about subsequent increase were 
not available for this category Though rural 
wage rates for agricultural labour declined 
in real terms between 1964-65 and 1974-75, 
they increased progressively in practically 
all the states thereafter As a combined result 
of increased employment and wages, the 
average daily earnings in terms of 1960-61 
prices increased from Rs 1 21 to Rs 2 24 per 
regular adult male worker and from Rs 1 22 
to Rs 1 64 for regular adult female workers 
in agriculture In the case of adult casual 
labour in agriculture, they increased from 
dunng 1977-78 to 1987-88 from Rs 1 18 to 
Rs 1 78 tor men and trom Rs 0 82 to 
Rs 1 14 for women | ibid, Tables 6 and 7, 
p 3150] However, these wages look paltry 
particularly at 1960-61 paces Even in terms 
of current prices, average wages per day 
were only Rs 14 58 on average for all-India 
in 1987-88 for regular adult male labour m 
agnculture and Rs 11 24 for casual labour 
during the same year The average daily 
earnings for non-agncultural rural labour 
were more than twice as high as compared 
to agncultural labour Though there has 
been some increase even in real terms the 
wage rates in agriculture are not high 
enough to eliminate rural poverty The rate 
of increase in employment has also been 
much less than the rate of increase in 
agncultural output This is expected if the 
average earnings per day per person have to 
improve However, there is no doubt about 
the positive impact of agncultural growth 
and commercialisation on earnings per person 
m absolute terms, though one may consider 
it inadequate 

In spite ot the evidence of a positive impact 
of commercialisation so far there is a cause 
for senous worry on the equity and poverty 
front This is first, because the dependence 
of the mass ot the workforce on agnculture 
is still continuing as we observed above 
This has resulted m the preponderance of 
small and marginal holdings Nearly 59 per 
cent of the holdings continue to be under the 
‘marginal’ category and their proportion is 
relentlessly increasing over time This 
category has maintained its average si/e of 
holding but has not been able to increase 
it in spite ot addition to operated area, and 
breakupot larger holdings Theirproductivity 
may of course have gone up, but majonty 
of them may not be able to nse above the 
poverty line unless their economy is 
significantly diversified offering them a lot 
of non-farm employment and income 


Secondly, the acceleration of commer¬ 
cialisation of agnculture dunng the 1990s 
under the liberalised setting is taking place 
with a considerable entry ot persons from 
outside agnculture Had their role been 
limited to trading and processing, it would 
have been a different matter But it is being 
progressivdyextendedtocultivation Several 
states, including Karnataka recently, have 
opened up agncultural lands for purchase by 
persons other than farmeres This may 
certainly have its own justification A scarce 
resource like land, it can be argued, should 
be in the hands of persons who would increase 
its productivity This may have an educative 
influence on other farmers too It even adds 
to employment generation This will make 
agnculture more prosperous But what about 
farmers 7 Those who tend to sell agncultural 
land are general ly owners of dry or unimgated 
noldings who are unable to invest on their 
own to develop their lands This includes 
both small and nominally large holders The 
new purchasers develop imgation facilities, 
undertake soil conservation works and 
convert them into orchards or otherwise 
commercial farms Not only has thecorporate 
sector made an entry into agriculture 
individuals also have The new purchasers 
are motivated by the prospects of making 
tax-free profits and also adding a bit ot 
greenery to their uiban lifestyle A week¬ 
end resort m the form of a farmhouse, away 
from their busy polluted urban setting, adds 
more prestige to them and gives opportunities 
of offenng hospitality and patronage Very 
often, the new purchasers and 
commerciahsers are persons with a farm 
family background settled in cities, who add 
to their inherited holdings by the new 
purchases Among the new entrants, there 
are also persons with no farm background, 
but who have taken to agnculture as a 
profession as they did not like to work under 
somebody in a non-farm job and did not have 
the capital and confidence to take up a non 
farm business The new entrants are generally 
well educated, mostly graduates and quite 
aware of opportunities offered by 
commercialisation of agnculture They can 
bargain on an equal footing with companies 
who enter into contracts for purchase of farm 
produce All this, however, need not benefit 
farmers who have sold lands to them, except 
perhaps through a remunerative pace for 
land which they would not have received 
from the other traditional fanners 
This is not to suggest that all commer¬ 
cialised agnculture is by new entrants who 
still form a small segment In fact, a pheno¬ 
menon like accelerated commercialisation of 
agnculture would not have taken place if it 
was confined only to gentleman fanners 
Yet, if the expansion of the modernised 
gentleman farms takes place rapidly and at 
the expense of farmers, we can face the 


threatening paradox of a dynamic add 
prosperous agnculture coexisting with 
stagnant peasants 

Conclusion 

There is considerable evidence of an 
acceleration in ^commercialisation, growth 
and diversification ot agnculture since 1980s 
In all possibility, the process has further 
accelerated in the 1990s The acceleration 
by agncultural growth has occurred in spite 
of a fall in the rate of capital formation 
Commercialisation has covered small and 
marginal farmers and also regions which 
were considered to be backward earlier Rural 
poverty has on the whole tended to decline 
and employment and earnings to increase 
Yet, there is a cause for concern First, 
because the majonty of holdings are marginal 
and their number is only tending to increase 
and not decrease Second, there is the 
question of whether the new entrants into 
agriculture - gentleman farmers and 
corporate sector - will be significantly 
displacing traditional farmers Do we then 
have the prospects of a dynamic and 
prospenng agnculture along with stagnating 
peasants as the present evidence suggests 9 
This is not because the type ot 
commercialisation that has occurred is 
coercive Had it been so such growth would 
not have taken place This would be because 
agnculture itself may be taken over from 
peasants 

Does accelerated commercialisation mean 
that agnculture in India can stand on its own 
and would need no support from the 
government’ There is a heartening sign 
that pnvate imgation and private invest¬ 
ment are becoming more and more impor 
tant relatively to government efforts Yet, 
the very existence of a marginal and small 
sector accounting for an overwhelming 
majonty of holdings would suggest that at 
least this sector would continue to need 
support But policies and programmes have 
to be such that they are targeted and benefit 
the marginal and small farmers and 
agncultural labour 

Since commercialisation would expose 
farmers to more market risks, these nsks 
have to be monitored and appropriate 
institutional improvements and infrastruc¬ 
ture supports would have to be extended 
There may be a need for a body functioning 
at national and state levels, which can 
monitor agncultural development from this 
point of view and suggest timely policy 
measures 

[I have benefited from discussions on certain 
points with V M Rao, H C Hamimappa and 
Ranganath Bharadwaj, and with Madhav Pandit, 
a new entrant to agnculture himself Usual 
disclaimers apply ] 
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Growth, Variability, and Instability of 
Three Major Cereal Crops in Karnataka 

A District Level Analysis from 1955-56 to 1989-90 

BPVani 
Vinod Vyasulu 

The article analyses the growth variability and instability of three cereal crops viz, rice ragiandjowar, in Karnataka 
with referent e to the follow mg questions What has been the performance of different districts vnth rt spect to area 
production and yields of these three t tops / Has the trend m their production decelerated in 1980s ? Has the green 
revolutitm brought variability and instability in then yields > 


Introduction 

THE loodgrain situation in India has 
undergone substantial change during the 
past 35 years Several studies such as Rao 
(1975) DharmNaiaint 1976) Mehra(1981) 
Hazcll (1982) Rao el al (1988) etc have 
pointed out that the new strategy of agn 
cultural production based on high yield 
varieties (HYV) seed lertiliser technology 
(a package widely known as green 
revolution) has contributed to the growth 
in production and products ity At the same 
time they have also pointed out that this 
giowth has been accompanied with the 
increase in the output/yicld variablity I hus, 
analysing the change in the variability and 
instability with the adoption of green 
revolution becomes an important issue It 
is well known that the modern technology 
has spread unevenly among states and crops 
An analysis at a disaggregated level can 
help in bringing qpt the crucial factors that 
can cause the change in variability and 
instability In this light the present study 
addresses growth variability and instability 
of three major cereal crops vi/ rice ragi 
and |owar in Karnataka (at district level) 
The study focuses attention mainly on 
the following questions (i) What has been 
the performance of different districts 
with respect to aica production and 
yields of the above mentioned three 
major cereal i rops and how has it changed 
over time* (n) Has the trend in their 


Tabu 1 I Ni-rSiAii Domistk Product at 
1970 71 Pricls 

</?r in lakh) 


Year 

Total 

SDP 

Agriculture 

Percent 
age of 
Agriculture 

1960 61 

122884 

65911 

53 65 

1970 71 

185811 

96966 

52 19 

1980 81 

"*52396 

109471 

41 37 

1986 87 

3US7X 

138416 

41 50 


Som e Hat i base tor Indian t conomy 


production decelerated in 1980s 7 (ui) Has 
the green revolution brought variability 
and instability in the yields along with 
growth * 

Section 2 briefly discusses the tiends in 
the performance of area production and 
yields in Karnataka state at district 
level Section 3 deals with the problem of 
growth variability and instability Analysis 
ot the performance ot the production in 
1980s are presented in section 4 Con 
eluding remarks are made in the final 
section 

Tri nos and Chanc.l s in Ari a Produc 1 ION 

AND >IL1 US 

Some ot the quantitative aspects of the 
agnculluial performance in general and of 
major cereal crops m particulai arc dealt 
with in this section Karnataka is pre 
dominantly ruial based with 70 per cent ol 
the population living in rural areas The 
impoitance of agriculture in the total 
economic activities of the state can be seen 
from Table 1 1 l ven though share of 
agriculture has gone down over time it still 
continues to be a major sector in Karnataka 

Rue Rice Jowar Ragi, Bajra and Maize 
are the important cereal crops in Karnataka 
Rice production accounts for 30 35 per 
cent of total foodgrain production and 35 
40 per cent of total cereal production Even 
though Jowar accounts for the highest 
acreage rice still dominates the production 
among the cereals as well as among the 
total food grain crops Rice forms an 
important crop in all the districts except 
Bijapur and Gulbarga 

Analysis of the past performance of the 
growth m ncc production in Karnataka over 
35 years (i c from 1955-56 to 1989 90) 
shows an average annual growth ot 3 9 per 
cent with wide fluctuations Furlhei it may 
be noted that about 32 per cent of this 
growth came from increase in acreage and 
the remaining from higher yields per 
hectare, implying that yield increase has 
played a major role in the growth of nee 


production 

Table 2 1 presents the average annual 
growth rates lor different sub periods 
which are divided as follows Sub period I 
1955 56 to 1964 65 Sub penod II 1965 66 
to 1979 80 Sub period IKa) 1 1967 68 
to 1979 80 Sub period Ill 1980 81 to 
1989 90 On an average ovci the entire 
period all the districts showed positive 
grow th in the case of production and yield 
However Dakshina Kannada distnc t in the 
case of aiea under cultivation showed a 
negative growth rate The acreage growth 
rate figures indicate a rapid increase in 
cropped aita until the early 1960s in almost 
all the districts Sub period II seems to hasjp 
seen a substantial increase in both yield and 
production 

Ragi Ragi production accounts for 17 83 
per cent of total foodgrain production and 
19 54 per cent of total cereal production 
Ragi forms an important crop in Bangalore 
Kolai lumkur Ghitradurga Shimoga 
Mysore Mandya HassanandC hickmaglorc 
districts Ragi production grew at a much 
higher rate than ncc I he annual average 
growth i ate of tagi production was 6 08 per 
cent over the period of 35 years Here also 
yield increase has played a major role m the 
growth of its production 

Tabic 2 2 presents the average annual 
growth rates for different sub-penods at the 
district level From the table it can be seen 
that, the growth rates are positive for all the 
districts in both area and production of ragi 
crop over the entire period The highest 
growth rate m production is observed m the 
case of Kolar district, even though area 
grew at a very marginal rate Sub-period 11 
witnessed a highest growth in production in 
most ol the distncts 

lowar Jowar is basically a staple food 
in the northern parts of Karnataka It 
accounts tor 26 42 per cent of total 
foodgrain production and 28 96 per cent 
of total cereal production in Karnataka 
The districts where it forms an important 
crop are Ghitradurga, Mysore, Dharwad, 
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Belgaum, Bijapur, Bellary* Raichur and 
Gutbarga Jowar production grew at 3 22 
per cent and yield at 3 46 per cent per year 

At the district level we can see that except 
Mysore all other districts witnessed a high 
positive growth in the cultivated area in 
1980s (see Table 2 3) Raichur grew at a 
higher rate (i e 4 57 per cent per year) 
compared to other districts Productivity in 
most of the districts was quite high in the 
second sub period compared to the first and 
third sub-periods 

Growth Variability and Instabii hy 

In this section we analyse the issues relating 
lo growth vanability and instability of the 
above mentioned cereal ciopsat district level 
for Karnataka state In the Indian context 
Sen (1967) was the first to study the relation 
between giowth and vanability of output 
The other important studies are Mchra (1981), 
Hazcll (1982) Nadkarni and Deshpande 
(1984) Dhawan (1988) Majumdat et al 
(1988) and Narayana and Gancsh (1993) 7 

Majority ol these studies analysed the 
existence of year lo year fluctuations m 
output/yicjd and they used the tcims 
instability and variability interchangeably 
without making the distinction between the 
two terms Majumdat ct al (1988) were the 
hr t to make the distinction in the concept* 
ot variability and instability They define 
variability as Van ability in the yield levels 
is characterised by the dcviations(positi\e 
oi negauve)ovei lime of the actual observed 
yields from the expected mean Stability 
(inst ibihty) in growth as the stable (change) 
in the parameters ot the growth path ovei 
time In econometric terminology variability 
ind instability arc referred to as 
hcteioscedashuty ot errors and structural 
cnange in parameters icspec tively Narayana 
and Ganesh (1993) further made the 
distinction between absolute and relative 
vanability i c absolute vanability as a 
difference between the actual and expected 
yield levels (l e Y - Y) and percentage 
(relative) vanability as the actual yield s 
percentage ol the expected yield (i c Y/Y) 

As defined above variability is concerned 
about the change in deviations ovei time 
ot the actual Irorn the expected output/ 
yields Any tests tor testing the presence 
ot change in variability is mainly based on 
the difference between the actual and 
expected output/yields (in other words 
errors) Since errors play a major role in 
measuring variability the functional form 
specified should capture the trend 
completely Vaidyanathan (1992) also 
points out several functions should be 
tried out and that which best captures the 
systematic trend over time must be used as 
the basis of measuring variability” Noting 
these points we start our analysis by 
specifying different functional forms and 


Table 1 2 Change in Production Due to Area or Yield for Three Cfrcac Crops 


Districts 

Dummy Parameters 

Area 

Yield 

Producton 

Rue 





Bangalore 

1 

NS 

NS 

NT 


GP 

NS 

NS 


Kolar 

1 

S( vt) 

NT 

S( ve) 


GP 

S(+vt) 


S(-fve) 

Tu ink ur 

I 

NT 

NS 

NS 


GP 


NS 

NS 

Chitradurga 

1 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

Shirnoga 

1 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

Mysore 

1 

NS 

S(+vt) 

NS 


GP 

NS 

S( ve) 

NS 

Mandya 

1 

NS 

S(+ve) 

S(+ve) 


GP 

NS 

S( ve) 

S( ve) 

Hassan 

I 

NT 

NS 

NS 


GP 


NS 

NS 

Chickmagalore 

1 

NS 

S(+ve) 

S(+vt) 


GP 

NS 

S< ve) 

S( ve) 

Dikshina Kannada 

1 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

Kndagu 

1 

NS 

S(+ve) 

S(+ve) 


GP 

NS 

S( ve) 

S( ve) 

Dharwad 

1 

NT 

NT 

NT 


GP 




Belgaum 

I 

NT 

NT 

NT 


GP 




Uttara Kannada 

1 

S( ve) 

S(+ve) 

S(+ve) 


GP 

S(+vt) 

S( ve) 

S( ve) 

Bcllarv 

I 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

Bidar 

I 

S(+vc) 

NS 

NT 


GP 

S< vt) 

NS 


Raichui 

I 

S(4Vt) 

NS 

S(+vt) 


GP 

S< vc) 

NS 

S( ve) 

State 

I 

NS 

S(+ve) 

NS 


GP 

NS 

S( ve) 

S( ve) 

Ra^i 





Bangalore 

1 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

Kolar 

I 

NS 

NT 

NT 


GP 

NS 



Tuvnkur 

I 

NT 

NT 

NS 


GP 



NS 

Chitradurga 

1 

NS 

S(+ve) 

S(+ve) 


GP 

NS 

S( vt) 

S< vt) 

Shimoga 

1 

S( fve) 

NS 

S(+ve) 


GP 

S( ve) 

NS 

S< ve) 

Mysore 

1 

NT 

NS 

NS 


GP 


NS 

NS 

Mandya 

1 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

Hassan 

I 

NT 

NS 

NS 


GP 


NS 

NS 

Chickmagalore 

I 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

State 

| 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

Anvar 





Chitradurga 

1 

NS 

S(+vej 

S(+ve) 


GP 

NS 

S( vc) 

S( vc) 

Mysore 

i 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

Dharwad 

I 

S(+vt) 

S(+ve) 

Sl+ve) 


GP 

S< ve) 

S( vc) 

S( vt) 

Belgaum 

1 

NT 

NS 

NT 


GP 


NS 


Bijapur 

I 

NI 

NS 

NT 


GP 


NS 


Bellary 

I 

S( vc) 

S(+ve) 

NS 


GP 

S(+ve) 

S( ve) 

NS 

Bidar 

I 

NT 

S(+ve) 

NS 


GP 


S( ve) 

S( vt) 

Paichur 

1 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

Gulbarga 

1 

NS 

NS 

NS 


GP 

NS 

NS 

NS 

State 

I 

NT 

NS 

NS 


GP 


NS 

NS 


Nmt\ I intercept GP growth parameter NS not significant S significant at 3 percent It vel 
NT no trend 
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Table 2.1: Avbbao£ op Annual CSbowth Rates roaRitfc Crop 



Bangalore 

Kolar 

Tumkur 

Chitradurga Shimoga 

Mysore 

Mandya 

Hassan Chickmagalore 

Area 










I sub-period 

5.23 

7.81 

8.39 

8.93 

4.58 

2.53 

3.69 

7.74 

3.16 

II sub-period-a 

1.50 

1.74 

7.64 

11.06 

1.80 

1.09 

0.33 

4.51 

0.97 

II sub-period-b 

1.16 

3.45 

10.39 

10.33 

1.50 

2.14 

1.05 

4.63 

-1.41 

III sub-period 

2.12 

7.17 

3.14 

1.75 

-0.52 

2.35 

1.61 

-0.97 

0.42 

Total period 

2.67 

4.94 

6.51 

7.76 

1.85 

1.84 

1.59 

3.76 

1.39 

Production 










I sub-period 

8.55 

17.48 

14.08 

23.83 

9.66 

4.17 

9.60 

13.87 

4.82 

II sub-period-a 

21.22 

24.00 

42.59 

26.95 

10.10 

7.74 

3.28 

7.42 

6.17 

II sub-period-b 

24.13 

23.98 

31.68 

23.64 

11.08 

7.68 

7.07 

7.22 

6.08 

III sub-period 

13.58 

22.77 

9.11 

0.99 

0.49 

2.64 

1.85 

0.78 

0.02 

Total period 

15.62 

21.91 

25.20 

18.49 

7.16 

5.29 

4.53 

7.18 

4.00 

Yield 










I sub-period 

2.98 

11.19 

5.35 

12.68 

4.57 

1.49 

5.72 

4.40 

1.91 

11 sub-period-a 

10.17 

17.43 

25.87 

10.61 

6.13 

7.12 

2.85 

9.12 

4.84 

11 sub-penod-b 

12.63 

15.51 

9.48 

9.40 

6.97 

6.35 

6.03 

9.40 

7.20 

Ill sub-period 

3 79 

7.27 

2.38 

-0.97 

0.57 

0.64 

0.05 

0.12 

-0.64 

Total period 

6.39 

12.79 

13.53 

7.75 

4.08 

3.72 

2.79 

5.22 

2.45 


D Kannada 

Kodagu 

Dharwad 

Belgaum li Kannada 

Bellary 

Bidar 

Raichur 

State 

Area 










1 sub-period 

0.97 

1.59 

2.83 

2.28 

1.05 

8.60 

5.36 

10.24 

3.27 

II sub-period-a 

-2.10 

-0.31 

-1.69 

-1.53 

0.04 

3.74 

-2.65 

8.58 

0.07 

11 sub-period-b 

-3.08 

-Oil 

-1.69 

-0.85 

0.16 

2.39 

-2.20 

8.40 

-0.04 

III sub-period 

0.36 

1.44 

0.37 

1.06 

-0.33 

4.05 

6.08 

7.33 

0.62 

Total period 

-0.56 

0.71 

0.11 

0.24 

0.20 

5.12 

2.04 

8.65 

1.08 

Production 










I sub-period 

0.52 

5.69 

12.42 

6.63 

2.28 

24.09 

21 55 

20.99 

4.76 

11 sub-period-a 

0.47 

2.88 

9.67 

6.72 

3.30 

28.49 

8.12 

27.29 

5.20 

II sub-period-b 

-0.70 

5.22 

8.41 

9.43 

3.61 

29.38 

6.77 

26.46 

5.71 

III sub-period 

1.57 

1.80 

3.25 

7.06 

0.41 

6.17 

0.55 

9.83 

1.16 

Total period 

0.80 

3.31 

8.51 

6.80 

2.18 

20.76 

9.45 

20 49 

3.90 

Yield 










I sub-period 

-0.41 

4 03 

9.34 

4.11 

1.16 

14.23 

14.43 

11.69 

1.50 

11 sub-period-a 

2.72 

3.12 

11.33 

7.89 

3.24 

26.09 

9.99 

16.93 

4.32 

11 sub-period-b 

2.60 

5.28 

10.16 

9.79 

3.45 

28.25 

806 

16.33 

4.89 

III sub-period 

1.18 

-0.32 

5.80 

6.45 

0.90 

2.70 

-4.49 

3.12 

0.09 

Total period 

1.44 

2.35 

9.18 

6.47 

2.00 

16.07 

6.90 

11.48 

2.33 

Notes : I sub-period : 1955-56 to 1964-65 








11 sub-period-a : 1965-66 to 1979-80 








II sub-period-b : 1967-68 to 1979-80 








III sub-period : 1980-81 to 1989-90 








Total period 

: 1955-56 to 1989-90 










Table 2.2: Average of Annual Growth Rates for Ragi Crop 





Bangalore 

Kolar Tumkur Chitradurga 

Shimoga Mysore 

Mandya 

Hassan 

Chickmagalore State 

Area 










I sub-period 

2.50 

2.82 

2.09 

-4.12 

1.58 3.66 

3.47 

7.47 

2.60 

2.60 

11 sub-period-a 

-0.96 

-0.54 

0.77 

8.45 

2.06 0.16 

1.69 

0.07 

2.97 

2.97 

II sub-period-b 

-0.88 

0.01 

0.63 

8.54 

2.10 0.82 

2.45 

-1.62 

2.83 

2.83 

III sub-period 

-0.76 

-1.50 

1.05 

1.74 

-1.67 0.07 

3.19 

1.34 

3.46 

3.46 

Total period 

0.01 

0.07 

1.20 

3.15 

0.84 1.06 

2.60 

2.40 

3.01 

3.01 

Production 










1 sub-period 

4.40 

3.01 

-1 13 

-1.81 

2.16 16.24 

11.29 

9.00 

4.29 

4.29 

11 sub-period-a 

14.05 

65.72 

8.78 

20.92 

18.78 15.81 

14.98 

18.60 

23.13 

23.13 

II sub-period-b 

11 07 

69.19 

6.57 

18.98 

18.40 17.83 

19.00 

14.14 

21.87 

21.87 

III sub-period 

3.84 

19.50 

6.51 

3.08 

0.78 8.62 

10.08 

4.56 

5.16 

5.16 

Total period 

8.49 

35.52 

5.49 

9.66 

9.09 13.81 

12.56 

11.95 

12.86 

12.86 

Yidd 







. 



1 subrperiod 

1.93 

-1.42 

-2.64 

2.65 

0.75 10.58 

7.71 

1.33 

1.41 

1.41 

11 sub-period-a 

16.48 

63.93 

10.50 

10.50 

17.91 15.11 

12.06 

15.48 

17.54 

17.54 

II sub-period-b 

11.87 

65.76 

5.05 

7 19 

17.00 16.24 

15.16 

12.17 

16.28 

16.28 

HI sub-period 

3.48 

16.72 

5.13 

1.05 

2.22 7.68 

-0.07 

2.23 

2.31 

2.31 

Total period 

8.80 

32.74 

5.44 

5.64 

fr.75 11.73 

7.34 

7.83 

8.79 

8.79 
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Table 2.3: Average of Annual Growth Rates for Jowar Crop 


Chitradoiga Mysore Dharwad 

Belgaum 

Bijaptar 

Bellary 

Bidar 

Raichur 

Gulburga 

State. 

Area 








''i 

1 sutv period 

2.33 0.59 0.72 

1.18 

152 

1.38 

2.29 

1.09 

1.34 

1.25, 

11 sub-period-a 

0.83 0.92 -1.45 

-3.38 

-2.90 

-0.16 

-0.53 

-2.80 

-3.21 

*2R’ 

11 sub-period-b 

2.71 0.66 -1.13 

-3.34 

-2.97 

0.76 

-0.57 

-1.67 

-3.71 

-2.55'! 

III sub-period 

0.11 -1.38 2.45 

3.45 

2.69 

1.95 

1.46 

4.57 

3.82 

'2.25; 

Total period 

1.01 0.16 0.27 

-0.17 

-0.08 

0.87 

0.80 

0.39 

0.06 

-0.19; 

Production 








' J 

I sub-period 

8.43 12.14 11.98 

10.58 

10.35 

0.73 

6.01 

1.81 

16.91 

6.44 

II sub-period-a 

23.43 18.73 5.45 

1.44 

2.79 

10.68 

25.57 

3.20 

5.28 

3.0*4 

(I sub-period-b 

28.54 22.65 10.30 

3.74 

4.42 

12.16 

25 89 

7.21 

4.30 

4.70 

HI sub-period 

-3.58 9.26 3.03 

6.10 

10.19 

6.12 

2 42 

6.19 

-0.01 

OjSl 

Total period 

11.52 14.20 6.47 

5.23 

6.97 

6.70 

13.58 

3.71 

6.80 

3.22" 

Yield 









I sub-period 

6.78 11.18 11.09 

9.05 

8.16 

-1.28 

3 15 

0.53 

15.58 

4.99! 

11 sub-period-a 

20.49 18.73 7 74 

5.71 

5.68 

9.80 

24.62 

6 99 

10.83 

5.9S" 

11 sub-period-b 

23.25 23.02 12.58 

8.04 

7.43 

10.14 

24.77 

10.41 

10.72 

7.54 

III sub-period 

-1.00 7.92 -0.99 

2.61 

5.41 

2.95 

-0.49 

1.34 

-4.07 

-1.65- 

Total period 

10.54 *3.55 6.06 

5.68 

6 26 

4.85 

11.55 

3.62 

7.71 

3.46; 

Notes. 1 sub-period 

1955-56 to 1964-65 








11 sub-period-a : 1965-66 to 1979-80 








11 sub-period-b : 1967-68 to 1979-80 








III sub-period 

: 1980-81 to 1989-90 








Total period 

: 1955-56 to 1989-90 









Tablf. 3.1 : Trend Curves for Area under Rice 





Districts 

Functional Form 


R 2 

P 


Growth Rate 

Variability 







Percentage 



Bangalore 

A, = 31370.16 + 870.05 t - 29.991 1 

0.37 

NAC 


-4.49(14) 

Present (1976-77) 


(12.38)* (2.68)* (-3.43)* 







Kolar 

A, = 26513.50 +342.76 t 


0.29 

0.33 


0.79 

Present (1965-66) 


(8.51)* (2.28)* 



(1.94)** 





Tumkur 

NT 


- 

- 


— 

Absent 


Chitradurga 

A, = 12229.49 + 1262.42 t 


0.79 

0.42 


2.30 

Present (1970-71) 


(2.99)* (6.44)* 



(2.68)* 


♦ 



Shimoga 

A, = 94067.11 + 6982.85 l- 137.44t ! 

0.88 

0.39 


-1.52 (25) 

Absent 



(12.20)* (7.06)* (-5.17)* 


(2.37)* 





Mysore 

Ln A, = 10.87 + 0.01091 


0.72 

0.63 


1.09 

Absent 



(181.7)* (3.84)* 



(4.57)* 





Mundya 

A, = 52200.06 + 973.741 - 14.84t 3 

0.51 

NAC 


-0.09 (33) 

Absent 



(20.51)* (2.99)* (-1.69)* 







Hassan 

NT 


- 

- 


- 

Absent 


Chickmagalore 

A, = 40364.72 + 1112.8 r - 22.13 t 

2 

0.51 

0.20 


-0.81 (25) 

Absent 



(15.70)* (3.38)* (-2.49)* 


(1.12) 





D Kannada 

A, = 201207.0 - 1442.081 


0.92 

0.86 


-0.95 

Absent 



(17.64)* (-2.84)* 



(10.17)* 

* 




Kodagu 

A, = 38513.72 + 801.31 t - 20.391* 

0.47 

NAC 


-1.37 (20) 

Present (1987-88) 


(32.64)* (5.30)* (-5.01)* 







Dharwad 

NT 


- 

- 


- 

Absent 


Belgaum 

NT 


- 

- 


- 

Absent 


U Kannada 

A, = 79792.11 + 724.89 t - 15.75 t* 

0.74 

0.33 


-0.44 (23) 

Present (1984-85) 


(78.49)* (5.56)* (-4.49)* 


(1.93)* 





Bellary 

A, = 11450.25 + 756.671 


0.84 

0.40 


1.20 

Present (1988-89) 


(5.91)- (8.13)* 



(2.51)* 





Bidar 

A, = 15416.50 - 6719.34 [1/t] 


0.74 

0.90 


0.03 

Absent 



(7.07)* (-2.65)* 



(12.6)* 





Raichur 

Ln A t = 9.42 + 0.06341 


0.93 

0.62 


6.34 

Absent 



(60.70)* (8.53)* 



(4.25)* 





State 

A, = 936850.1 + 17561.991 - 347.25t 3 

0.55 

0.24 


-0.57 (25) 

Present (1977-78) 


(23.95)* (3.49)* (-2.56)* 


(1.36) 






Notes: A, - Area in hectares for t-th period; t: 1935-56 to 1989-90. 

NT - no trend with fluctuation around the mean; NAC - Auto-correlation absent. 

Except semi-log curve,, the growth rates for other curves are calculated at the end point (i e. 1989-90) 
Figures in brackets are t-ratios; * and ** represent significance at 5 per cent and 10 per cent, respectively. 
• - Even though R 2 is very low F-statistic is significant. 
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Dosing an appropri ate growth curve The 
(lowing functional forms were tried m 
+ der to choose the appropriate growth 
rve 


i) Linear 
) Quadratic-1 
) Quadratic 11 
) Semi log/ 
exponential 
) Log quadratic 


Y t = a + b t + u t 
Y i = a + b t + c t + u, 
Y ( = a + b t’ + u t 

Ln Y t « a + b t + u, 
Ln Y, = a + b t + c t’ 


+ u , 

♦) Inverse Y, = a + b |1/tJ + u t 

ere we are dealing only with the additive 
inability Hence for specifications (4) and 
) the errors wore calculated as Y - expOog 
) The co-efficient of variation (CV) test 
yhich is the same as Gold!eld Quandt (GQ) 
st without omitting any middle 
nervations) which is generally used to 
easure the variability and other tests for 
steroscedasticity generally require a 
"©Specification of the change point Hsu 
977) developed a test' called G test based 
i CUSUM s of variables through which 


an estimate of the change point can be 
obtained Noting the advantage of the Hsu 
test, the vanability change is tested using 
the same in this analysis The G-test is as 
follows 

IfZ, i=l 2, , m are independent random 
variables having constant mean p and 
vanances a 2 , the problem is to test 

H 0\ m 0,= =o’ m = <T J „ 

Vs 

h, o’,-®’-, 

where I 81 > 0 and k(=l 2, ml) the 
change point which is unknown Define 
X = (Z - p) i=l 2 ,m then X ( follow 
a x 2 distribution with 1 df If w k = LX,, 
represents the CUSUM ol x 2 variables, then 
the F idtio contingent upon the identified 
change point is 

W - W/(m-k) 

Qm =--- 

W/k 


where k=( 1,2 ro-Qts the specified change 
point The significant level of Q k is 
determined by g k = /F(tlm-k, k) dt 

F(t 1 a,b) represents an F distribution with 
a and b df The G-test statistic to test the 
constancy of variance without specifying 
the change point is G = £ g k /m-1.0 £ G £ 1 
Finally, if a step-change in variance is found 
(G > critical value, the critical values are 
tabulated in Hsu (1977)) then the variance 
change point is given by the value of k at 
which lg k -[1/211 is maximum The Hsu test 
is applied after correcting for the presence 
of autocorrelation 

To test for the stability of growth curve 
or constancy of parameter Chow test (1960) 4 
is adopted here The test is as follows 

If n, and n 2 are two independent data sets 
then 

Y ( = a, + b, t + u (| for the first data set and 
Y = a, + b t + u 2|t for the second data set 
the problem is to test 
H„ a, = otj p, = p, Vi H a,#a, 0,#& 


TaBI I 1 2 Tit! ND Cl RV1 S K)K PROIH C HON UNI>IR Rif I 


telnets 

Functional Form 


R 

P 

Growth Rale 
Percentage 

Vai lability 

angalore 

olar 

NT 

P 12151 52 + 1017 41 


0 14* 

0 42 

1 21 

Absent 

Presmt (1961 62) 

ttmkur 

(2 91)* (191)** 

LnP = 10 51+0 0285 t 


0 27* 

(2 58)* 

NAC 

2 85 

Absent 

httradurga 

(62 15)* <1 47)* 

P =7415 10 + 1755 41 t 


0 76 

0 16 

2 76 

Present (1957 58) 

htmoga 

(0 62) (6 52)* 

P =80886 80+ 19589 81 

145 56 t 

0 69 

(2 17)* 

NAC 

1 26 (28) • 

Absent 

tysore 

(271)* (5 11)* 

P = 88289 24 + 1400 76 t 

( H 6 )* 

0 74 

0 22 

1 51 

Absent 

j 

landya 

(9 57)* (7 64)* 

Ln P - 1 1 10 + 0 0100 l 


0 80 

(1 28) 
on 

too 

Absent 

assan 

(141 2)* (7 79)* 

P -48126 01-t 5519 84 t 

122 89 t 

0 40 

(1 97)* 

0 17 

2 80 ( 21 ) 

Abstnt 

Jtickmaglort 

(4 84)* (4 15)* 

P - 5719167 4 1880 611 

( 158)* 

0 67 

( 0 92) 

NAC 

1 64 

Absent 

7 Kannada 

(1191)* (8 10 )* 

P -200416 0 + 47^1 901 

81 081 

0 55 

0 22 

-0 15 (29) 

Absent 

A 

jjodagu 

(14 88 )* (2 71)* 

P =71861 11 + 582 161 

( 175)** 

0 19* 

(1 29) 

NAC 

0 59 

Absent 

n 

fftharwad 

Ttelgaum 

Kannada 

(17 15)* (2 79)* 

Nf 

Nr 

P - 106664 9+ 1124 05 t 


0 14“ 

NAC 

0 84 

Absent 

Absent 

Absent 

Pi 

J/ellary 

(19 15)* (4 17)* 

LnP -9 90 + 0 047241 


0 61 

NAC 

4 72 

Absent 

II 

tdar 
\U . 

T(J oichur 

(75 4)* (7 11)* 

NT 

I n P - 9 46 4 0 0910 t 


0 87 

0 51 

9 30 

Absent 

Absent 

^tate 

(15 91)* (7 16)* 

P = 1209815 0 + 15975 79 t 

0 71 

0 41)* 
NAC 

1 52 

Absent 

1 st 

(15 25)* (9 56)* 







U i irtes 

ru 

Tot 


P Area in hectares tor t-th period t 1955-56 to 1989 90 
NT no trend with fluctuation around the mean NAC - Auto correlation absent 
rxtept semi-lo) curve the growth rates for other curves are calculated at the end point (i e 1989-90) 
Figures in brackets arc t ratios * and ** represent significance at 5 per cent and 10 per cent respectively 
Fven though R is very low F statistic is significant 


Economic and Political Weakly Jane 29, 1996 





Tabu 3.3 Trend Curves fob Yield under Rice 


Districts ' 

Functional Form 

R* 

P 

Growth Rate 
Percentage 

Variability 

Bangalore 

Y,= 1 06 + 002991 

0 44 

NAC 

I 44 

Absent 


(8 71)* (5 08)* 





Kolar 

NT 

- 

- 

- 

Absent 

Tumkur 

Y, = 0 8505 + 0 0438 t 

0 63 

0 49 

196 

Absent 


O 20)* O 52)* 


(5 20)* 



Chitradurga 

Y,= 1 2199 + 0 04141 

0 55 

0 58 

1 67 

Absent 


(5 56)* 0 78)* 


(2 54)* 



Shimoga 

Y,= 10964 + 005501-000084 t J 

0 52 

NAC 

-0 18(35) 

Absent 


(7 65)* O00)* (-169)** 





Mysore 

Y,= 1 6952 + 0 05251 

0 57 

NAC 

1 20 

Absent 


(167)* (6 61)* 





Mandya 

Y, = 1 4125 + 0047671 

0 78 

0 19 

1 61 

Absent 


(9 55)* (6 55)* 


(2 40)* 



Hasson 

LnY, =■ 0 2990 + 0 01519 t 

0 40 

NAC 

1 52 

Absent 


(4 47)* (4 68 )* 





Chickmogolore 

Y,= 1 5124 + 0 02571 t 

0 56 

0 25 

1 20 

Absent 


(1185)* (4 81)* 


(1 54) 



l) Kannada 

Y = 0 9850 + 0 02589 t 

0 86 

0 26 

1 45 

Absent 


(19 0 )* (1017)* 


(149) 



Kodagu 

Y = 1 7120 + 0 010661 

0 27* 

0 20 

0 49 

Absent 


(15 94)* (2 05)* 


(1 14) 



Pharwud 

NT 

- 



Absent 

Belgaum 

NT 

- 



Absent 

U Kannada 

Y - 1 2817 i 0 01049 t 

0 27*“ 

NAC 

0 67 

Absent 


('>0 92)* (5 55)* 





Rellary 

LnY 0 4250 + 0 0146 t 

0 25* 

NAC 

1 46 

Absent 


0 47)* (2 47)* 





Bidai 

Y -0 7159 + 0 07421-000198)’ 

0 29" 

0 25 

-7 94(19) 

Absent 


(5 5/)* (2 64)* (-2 58)* 


(1 50) 



Raichur 

Ln Y = 0 01747 + 0 05085 l 

0 55 

NAC 

509 

Absent 


(0 17) (6 13)* 





Slate 

Y = I 2059 + 0 02577 I 

0 71 

NAC 

1 28 

Absent 


(20 11)* (8 90)* 





Notes Y, Aiea in hectares for t-th period I 1955-56 to 1989-90 





NT no trend with fluctuation around the mean NAC Auto correlation absent 



Except 

semi log curve the growth rates for othei curves an 

calculated at the end point (i t 1989-90) 


Figures in brackets are t-ratios * and ** represent significance at 5 and 10 respectively 



<? Fven though R is very low P statistic is significant 






1 able 5 4 1 kt-M> Curves ior Arfa undfr Rac»i 



Districts 

Functional Form 

R 

P 

Growth Rate 

Van ability 





(Percentages) 


Bangalore 

Ln A, = 12 58 0 0059t 

0 58 

0 61 

0 59 

Absent 


(277 8 )* (-1 85)** 


(4 49)* 



Kolai 

A - 144752 9 675 671 

0 52* 

0 59 

0 59 

Absent 


(20 21)* (-195)** 


(2 40)* 



Tumkur 

NT 

- 

- 

- 

Absent 

Chitradurga 

A, * 56758 75 + 62 59 V 

0 87 

0 52 

5 58 

Present (1965-66) 


(10 81)* (7 06)* 


(5 51)* 



Shimoga 

A, = 27515 45+ 1141 12 1 -20 11 f 

0 75 

0 51 

071(28) 

Absent 


(12 79)* (4 10)* (-2 67)* 


(1 65)** 



Mysore 

NT 

- 

- 

- 

Absent 

Mandya 

A, = 62556 49+ 211261 57 67 f 

041 

NAC 

-0 50(28) 

Present (1975-76) 


(1105)* (2 92)* (-1 95)** 





Hassan 

NT 




Absent 

Chickmagalore 

A, = 27226 77 4 676 02 t 

0 76 

NAC 

1 26 

Present (1969-70) 


(19 83)* (10 2)* 





State 

A, = 988929 8 + 4598 98 t 

0 59 

0^5 

0 58 

Absent 


(29 91)* (2 77)* 


<2 14)* 




Notes A, - Area in hectares for t-th period, t 1955-56 lo 1989 90 

NT - no trend with fluctuation around the mean, NAC Autocorrelation absent 
Except semi-log curve the growth rates fer other curves are calculated at the end point (i c 1989-90) 
Figures m brackets are t-ratios. * and ** represent significance at 5 per cent and 10 per cent respectively 
@ - Even though R 1 is very low F-statishc is significant 
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peftoe RSS1 residual sum of square for 
first data set, 

RSS2 residual sum of square for 
second data set, 

RRSS residual sum of square for 
the whole sample and 
URSS-RSS1+ RSS2, then the F 
ratio is 

(RRSS-URSS)/(k+1) 

F *- 

URSS/(n, + n., -2k-2) 

» which has an F distribution with (K+l) and 
i (n, *+ rij -2k-2) df 
* 


The Chow’s test is not applicable m the 
case of high multicollineanty in the re¬ 
gressors and unequal error variances Thus 
we apply this test only when variability is 
absent Here n, corresponds to the data set 
before green revolution and n 2 corresponds 
to the data set after green revolution 

Resuits 

All the six specifications of the growth 
curve were estimated for all the districts 
and for the state as a whole lor the period 

Table 3 5 Trfnd Curves for Production undfr Ragi 


1955-56 to 1999-90 separately for area, 
production and yield The curve with the 
best fit was chosen for further analysis 
and the estimation results are presented in 
Tables 3 1 to 3 9 

Rice Four districts (Tumkur, Hassatt, 
Dharwad and Belgaum) in the case of area, 
fourdisincts (Bangalore, Dharwad, Belgaum 
and Bidar) tn the case of production and 
three districts (Kolar, Dharwad and Belgaum) 
in the case of yield did not show any trend 
The estimated trend growth rates are also 
given in the table Except for semilog curve. 


j Districts 

Functional Form 

R 1 

P 

Growth Rate 
(Percentages) 

Variability 

Bangalore 

P = 177081 0 + 83 08 t 2 

021* 

NAC 

2 30 

Absent 


(1128)* (3 00)* 





, Kolar 

NI 

- 

- 

- 

Absent 

* Tumkur 

P a 163678 3 - 3840 52 t + 188 64 f 

0 29* 

NAC 

3 57(15) 

Absent 


(941)* ( 2 62)* (1 I4>* 





Chitradurga 

P, = 49518 09+ 10461' 

0 68 

0 36 

5 17 

Present 0976-77) 


(4 12)* (5 02)* 


(2 13)* 



Shtmogd 

P = 12121 13+ 1501 35 i 

0 68 

044 

2 94 

Present (1965-66) 


(171)** (441)* 


(2 70)* 



„ Mysore 

P, = 68055 16 + 2268 21 t 

031* 

NAC 

1 46 

Absent 


(5 60)* (3 85)* 





Mandya 

LnP ( ® 10 65 + 0 03591 

0 55 

031 

3 59 

Absent 


(59 21)* (4 14)* 


(1 87)** 



1 Hassan 

LnP = 11 05+002761 

0 45 

NAC 

2 76 

Absent 


(101 0)* (5 22)* 





Clucknuglore P, = 1911911 + 35 481 

0 70 

0 17 

3 77 

Absent 

t 

(7 07)* (7 34)* 


(0 94) 



State 

P = 634793 5 + 19659 25 t 

0 47 

0 24 

. 148 

Absent 

1 

(6 13)* (3 93)* 


(142) 



Nqu t P - 

Area in hectares for l-th period, t 1955-56 to 1989-90 





1 NT 

- no trend with fluctuation around the mean NAC - Auto correlation absent 



Except semi-log curve the growth rates for other curves are calculated at the end point (i e 1989 90) * 


1 Figures in brackets are t-ratios * and ** represent significance at 5 per cent and 10 per cent respectively 


<P- 

i 

Even though R 1 is very low F-statistic is significant 





1 

Tabll 3 6 Trend Curves for Yield under Raoi 



1 Districts 

Functional Form 

R J 

P 

Growth Rate 

Variability 





(Percentages) 


Bangalore 

Y, = 06540 + 001723 t 

0 36* 

0 27 

1 42 

Absent 

i 

(5 32)* (2 91)* 


<1 59) 



Kolu 

NT 



- 

Absent 

Tumkur 

NT 

- 


- 

Absent 

Chitradurga 

Y,- 0 7617 + 0 01701 

0 34* 

0 19 

1 56 

Absent 


(6 71)* (3 10)* 


(107) 



* Shimoga 

Y =■ 0 4421 + 0 0287 t 

0 62 

041 

2 11 

Absent 


(101)* (4 11)* 


(2 54)* 



Mysore 

Y ( = 0 5803 + 00185 t 

0 31* 

NAC 

1 48 

Absent 


(S 86)* (3 86)* 





Mandya 

Y t - 0 5981 + 0 025101 

0 57 

0 49 

209 

Present (1978-79) 


(122)* (2 82)* 


(120)* 



Hasson 

Y =0 6293 + 0015681 

0 32* 

0 28 

1 37 

Present (1973-74) 


(4 82)* (2 49)* 


(163) 



Chickmaglorc Y, = 0 6601 + 0 000111’ 

0 46 

0 38 

0 86 

Absent 


(7 42)* (2 96)* 


(2 36)* 



State 

Y, = 0 7570 + 0 00038 f 

0 47 

0 39 

2 33 

Absent 


(9 81)* (2 90)* 


(2 42)* 




’ Note* Y, - Area in hectares for t th period t 1955-56 to 1989-90 

NT no trend with fluctuation around the mean NAC - Auto correlation absent 
Except semi log curve the growth rates for other curves arc calculated at the end point (t e 1989-90) 
Figures in brackets are t-ratios * and ** represent significance at 5 per cent and 10 per cent, respectively 
® - Even though R’ is very low F-statistic is significant 
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the growth rates for the other curves are 
calculated at the end point (i e, 1989-90) 
It can be seen that the growth performance 
is different across the districts Hsu test 
results indicate the presence of output 
variability in Kolar and Chitiadurga districts 
This change in the output variability is due 
to the change in the variability of acreage 
We will not go in detail regarding the output 
variability because it is a combined effect 
of variability in yield and area under the 
crop The study of variability m acreage 
forms the subject matterof 4 supply response* 


which is outside the scope of the present 
study Thus, here we are concerned only 
with the variability in yields The test results 
indicate that the yield variability is absent 
for all the 17 districts under consideration 
as well as for the state However, 14 distnets 
showed some growth indicating that there 
is no relation between growth and variability 
Since none oi the districts showed variability, 
Chow test can be applied to all the districts 
The results indicate that instability in the 
growth path is present only in Raichur district 
and Karnataka state (Table 3 4) Except 


Raichur district all other districts showed | 
stable growth with invariant yields (Raichur j 
district accounted only for 6 per cent of j 
production) Thus, these results suggest; 
that technological change or in other; 
words adoption of green revolution tup, 
not brought in any yield variability in nee' 
crop ] 

Ragi Tables 3 4,3 5 and 3 6 presents the, 
trend curves for the area, production aatlj 
yield respectively From the tables it can be j 
seen that, the distnets Tumkur, Mysore apd 
Hassan in the case of area, Kolar in the casgr 


Table 37 Trend Curvls for Area under Jowar 


Distnets 

Functional Form 

R J 

P 

Growth Rate 
(Percentages) 

Variability 

Chitradurga 

A = 125648 6 111096 1 

0 42 

0 47 

-1 66 

Absent 


( 112 )* (2 1 )* 


(3 01)* 



Mysore 

A, = 71761 75 + 2872 11 t 8I62F 

0 79 

0 56 

-361 (18) 

Absent 


(1167)* (4 20)* (-4 42)* 


(3 61)* 



Dharwad 

A = 308688 4 - 4427 2 1 4 96 91 t 

0 30* 

NAC 

088(23) 

Present (1985-86) 


(27 46)* (-3 08)* (2 49)* 





Belgaum 

NT 

- 



Absent 

Bijapur 

NT 



- 

Absent 

Beilary 

A = 1967469- 1148 7 t 

0 48 

0 50 

-0 85 

Present (1972-73) 


(14 54)* (-2 09)* 


(3 31)* 



Bidar 

N1 

- 

- 


Absent 

Raichur 

A = 375282 1 - 10041 7 t 4 250 01 t 

0 70 

071 

2 25 

Present (1987-88) 


(914)* (-1 97)** (184)** 


(5 81)* 



Gulbarga 

A - 682600 2 - 6724 41 1 

0 85 

0 82 

-1 58 

Absent 


(7 40)* ( I 84)** 


(8 09)* 



State 

NT 



- 

Absent 

Notes A - 

Area in hectares for t th period t 1955-56 to 1989- 

90 




NT 

no trend with fluctuation around the mean NAC 

Auto correlation absent 




Except semi log curve the growth rates for other curves are calculated at the end point (i e 1989-90) 

Figures in brackets are 1 ratios * and ** represent significance at 5 per cent and 10 per cent respectively 


<&>- 

Even though R is veiy low F-statistic is significant 






Tabi e 3 8 Trend Ci rves roR Production under J iwar 



Districts 

Functional Form 

R 

P 

Growth Rate 
(Percentages) 

Variability ! 

Chitradurga 

LnP = 10 89 4 0 029691 

0 52 

0 47 

2 97 

Absent 


(47 6 )* (2 67)* 


(2 80)* 



Mysore 

P = 10284 33 4 7595 87 t 178 0 1 

0 47 

0 26 

-6 82 ( 21 ) 

Absent 


(0 59) (3 44)* (-2 99)* 


(146) 



Dharwad 

P,= 162174 S+1041 661 

0 33* 

NAC 

1 48 

Absent 


(971)* (401)* 





Belgaum 

NT 

- 



Absent 

Bijapur 

NT 

- 


- 

Absent 

Betlary 

LnP = 11 32 ¥ 0 0211 t 

041 

NAC 

2 11 

Absent 


(126 1) (4 82)* 





Bidar 

LnP = 10 75 e 0028251 

044 

NAC 

2 83 

Absent 


(91 1)* (5 06)* 





Raichur 

P,^ 115749 5 4 78 841 3 

061 

NAC 

2 57 

Absent 


(18 56)* (7 17)* 





Gulbarga 

P =223110 2- 131942 7 [I/t] 

0 39* 

0 52 

006 

Absent 


(1294)* (-210* 


(3 48)* 



State 

P, = 882670 6 + 67151 661 - 1064 1 1 ’ 

064 

0 21 

-1 06(27) 

Absent 


(11 14)* (5 65)* (-3 89)* 


(-1 18) 


— 


Notes P, - Area in hectares for t th period, t 1955-56 to (989 c 0 
NT - no trend with fluctuation around the mean 
NAC - Auto correlation absent 

Except semi log curve the growth rotes for other curves are calculated at the end point (i e 1989 90) 
Figures in brackets ore t ratios, * and ** represent significance at 5 per cent and 10 per cent respectively 
@ - Even though R’ is very low F-statistic is significant 
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fcfcse of yield did not show any trend. Except 
in the districts Bangalore and Kolar. all the 
fierier districts showed a positive trend in the 
area cultivated (even though, in the case of 
Shimoga and Mandya there was a trend 
decline in the late 1980s). Except Tutnkur, 
all other districts showed an increasing trend 
in production over the years. Even in the 
case of yield all the districts showed an 
Increasing trend. Concentrating on the yield 
variability, we notice that yield variability 
is present in the districts Mandya and Hassan. 
Thus, green revolution has brought in 
variability in the Hassan districts in early 
1970s and in Mandya districts in late 1970s. 
Coining to the structural change in growth 
path, we observe that only one district, i e, 
Chickmaglore showed instability. All other 
, districts showed a stable path. 

Jowar. Belgaum, Bijapur, Bidar, and the 
state as a whole in the case of area, Belgaum 
and Bijapur in the case of production did 
not show any trend over the period of 35 
years (Tables 3.7, 3.8 and 3.9). In general 
a declining trend in area cultivated under 
jowar was noticed in majority of the districts. 
However, production showed an increasing 
trend in almost all the districts. Variability 
test indicates the absence of it in all the 
districts. Thus, green revolution has not 
brought in any yield variability. The Chow 
test result indicates the presence of structural 
change in the growth path in Chitradurga 
and Raichur districts. The state as a whole 
also showed the presence of structural change 
in the growth path. 


Performance of the Production of 
Cereal Crops in 1980s 

In the recent literature on Karnataka's 
agricultural performance, there has been 
serious concerns about stagnation of food 
production in 1980s [see Basappa Reddy et 
al (1992)]. A re-examination of this issue 
is taken up in this section at district and for 
this purpose dummy variable technique is 
adopted. The procedure is as follows; 

The chosen functional form for the growth 
curve (as given in Tables 3.1 to 3.9) which 
fits the data well is considered first. 

For example, if Y t * a,, + a, t + u, is the 
chosen functional form for district ‘X T , then 
we estimate 

Y ( * a 0 + a, D + a 2 t + a, Dt + u t 
where D is the dummy variable taking values 
Oupto 1979-80 and 1 from 1980-81 onwards. 
The significant (+/-) a 0 and a, coefficient 
indicate whether the intercept and growth 
parameter have changed (increased/ 
decreased) over time respectively. This 
analysis is carried out at district level for 
area, production and yield, which enable 
us to identify whether the change (increase/ 
decrease) in the production is due to area 
or yield. The estimation results are given in 
Table 1.2. 

Rice : Six out of 19 districts showed a 
significant change in the coefficients of 
dummy variables. Except Kolar, other 
districts (i e, Mandya, Chickmaglore, 
Kodagu, Uttar Kannada and Raichur) showed 
a declining trend in the growth during 1980s. 
The state as a whole also showed a significant 


decline in production.This significantrdeclifie 
in the production, in majority of the cases 
was due to the change in the yield rather than 
the change in the area under cultivation, in 
the case of other districts, where there was 
no significant change in the trend of the 
growth path the production was either 
fluctuating widely (the districts are 
Bangalore, Tumkur, Hassan, Dharwad and 
Belgaum) or remained more or less same 
(the districts pertaining to this behaviour are 
Chitradurga, Shimoga, Mysore, Dakshina 
Kannada, Bellary). A close observation on 
the production figures indicate that the 
performance was quite good in 1988-89 and 
1989-90. In fact, in some districts the 
production reached the peak in those years. 
Thus, it may be concluded that even though 
at the state level a decline in the production 
is noticed, only 26 per cent of the districts 
followed this pattern. These districts 
contribute 33 per cent of the production to 
the total production. 

Ragi: In the case of ragi crop, only the 
districts Chitradurga and Shimoga showed 
a declining trend in the production during 
1980s. In the case of Chitradurga, the decline 
in production is due to yield and in the case 
of Shimoga it isdue to area under cultivation. 
These two districts on an average contribute 
only 12 per cent of the total production. 

Jowar : The districts Chitradurga, Dharwad 
and Bidar showed an declining trend in 
jowar production during 1980s. In the case 
of Dharwad, the decline in production is due 
to decline in both area and productivity. In 
the case of Bidar and Chitradurga 


Tabi f. 3.9 : Trend Curves for Yield Under Jowar 


Districts 

Functional Form 

R 2 

P 

Growth Rate 
(Percentages) 

Variability 

Chitradurga 

Y, = -0 0943 + 0 1229 t - 0.00247 t- 
(-0.37) (3.78)* (-2.82)* 

0.64 

0.30 

(1.77)** 

-4.48 (25) 

Absent 

Mysore 

Y, = 0.2349 + 0.061221 - 0.00129 t ! 
(1.72)** (3.51)* (-2.75)* 

0.38* 

NAC 

-3.21 (24) 

Absent 

Dharwad 

Y, = 0.52558 +0.01346 t 
(6 48)* (3.44)* 

0.46 

0.32 

(1.84)** 

1.74 

Absent 

Belgaum 

Y, = 0,4774 + 0.01011 t 
(11 42)* (4 99)* 

0.43 

NAC 

1.39 

Absent 

Bijapur 

Y, = 0.3087+0.00601 
(10.86)* (4.37)* 

0.37* 

NAC 

1.15 

Absent 

Bellary 

LnY, =-0.8432+ 0.02812! 

(-6.35)* (4.42)* 

0.69 

0.44 

(2.80)* 

2.81 

Absent 

Bidar 

LnY, = -0 8769 + 0.026141 
(-6.19)* (3.82)* 

044 

0.21 

(1.23)* 

2.61 

Absent 

Raichur 

Ln Y, = -1.1271 +0.022561 
(-12.8)* (5.32)* 

0.66 

0.31 

(1.82)** 

2.26 

Absent 

Gulbarga 

Y ( = 0.1266 + 0.04202 (- 0.00093 t* 
(1.84)** (4.77)* (-3.91)* 

0.63 

0.26 

(148) 

-5.08 (23) 

Absent 

State 

Y ( = 0.2197 + 0.039401 - 0.00073 t 1 
(4.60)* (6.44)* (-4.44)* 

0.75 

NAC 

-1.70(27) 

Absent 


Notes'. Y, - Area in hectares for t-th period; t 1955-56 to 1989-90. 

NT - no trend with fluctuation around the mean; NAC - Auto-correlation absent. 

Except semi-log curve, the growth rates for other curves are calculated at the end point (i e, 1989-90). 
Figures in brackets ore r-ratios; * and ** represent significance at 5 per cent and 10 per cent, respectively. 
@ - Even though R 3 is very low F—statistic is significant. 
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productivity is the main reason for the decline 
in the production These three distncts 
contribute only 20 per cent of the total 
production 

CONC l USIONS 

Rice forms an important crop in 17 districts, 
ragi and jo war m nine distncts The average 
annual growth rates of nee, ragi and jowat 
are 3 90 per cent, 6 08 per cent and 3 22 per 
cent respectively 

Rice productivity was found to be high 
m the distncts Chitradurga, Mysore Mandya 
and Raichur The mterdistnct variation was 
found to be around 25 per cent (i e cv in 
percentage) and it was more or less constant 
over the penod except in two or three years 
All the distncts except Raichur showed stable 
growth with invariant yields implying that 


technological change has not brought m any 
yield vanabihty 

Chitradurga and Shimoga di stnets showed 
higher yield per hectare m the case of ragi 
crop compared to other distncts The inter- 
district vanation was found to be quite high 
in mid- 1960s (the drought years) and low 
in late 1960s and 1970s, implying that the 
adoption of green revolution has taken place 
evenly across the distncts 

The yield per hectare in the case of jowar 
crop was found to be high m Chiiraduiga 
Dharwad and Beltary districts The 
magnitude of intcr-distnct vanation was quite 
high in the case of jowar crop compared to 
the other two crops The inter district 
vanation was found to be higher after green 
revolution implying uneven adoption of 
green revolution across districts 


Table 3 10 Chow s 1 est k>r Testing the Struc rcRAL Chance in the Growth Path 


Districts 

RSSI 

RSS2 

RRSS 

K 

F-test 

Ru e 






Bangalore 

0 6934 

3 2714 

4 0905 

1 

0 48 

Kolar 

N1 

NT 

NT 


0 (X) 

I umkur 

1 It90 

16259 

5 3663 

i 

1 88 

Chitradurga 

2 WJ 

2 9X99 

5 7720 

1 

0 61 

Shimoga 

0 W29 

1 4846 

2 2722 

2 

2 

Mysore 

0 8502 

1 9854 

2 8511 

I 

0 08 

Mandya 

0 7184 

I 5767 

2 5002 

1 

l 39 

ILissan 

0 ^225 

0 7439 

1 2382 

1 

2 50 

Chitkinagalore 

0 5869 

l 1965 

2 0270 

1 

? 12 

D Kannada 

0 1273 

0 2416 

0 4149 

1 

1 93 

Kodagu 

0 5951 

1 3585 

2 0643 

1 

0 88 

Dharwad 

NT 

NT 

NT 


0 00 

Belgauin 

NT 

NT 

N1 


(MX) 

U Kannada 

0 1699 

0 8579 

1 0379 

1 

0 15 

Bellary 

2 ll<4 

1 8531 

4 1045 

1 

0S4 

Bidar 

0 9799 

2 1841 

3 4144 

2 

0 77 

Raichui 

0 6856 

1 5659 

2 9798 

1 

5 01 

State 

0 1488 

0 6673 

0 9887 

1 

128 

Ragi 






Bangalore 

0 4021 

1 5962 

2 2782 

1 

2 17 

Kolar 

NT 

NT 

NI 

- 

0 00 

Tumkui 

NT 

NT 

NT 


0 (X) 

Chitradurga 

0 2559 

1 7187 

2 3491 

1 

2 94 

Shimoga 

0 2936 

1 6915 

2 1694 

1 

1 44 

Mysore 

0 7133 

1 6912 

2 7119 

1 

2 00 

Mandya 

NA 

NA 

NA 



Hussan 

NA 

NA 

NA 



Chickmagaloie 

0 4507 

0 8361 

1 5562 

1 

125* 

State 

0 1771 

0 8141 

1 1310 

1 

1 86 

Jomui 






Chitradu»ga 

0 0167 

2 5013 

3 7980 

9 

4 79 * 

Mysore 

0 2308 

1 5101 

2 0555 

_ 

1 75 

Dharwad 

0 1836 

0 5920 

0 8715 

1 

1 92 

Bclgaum 

0 0663 

0 3913 

0 4814 

1 

0 87 

Bijapur 

0 0331 

0 1741 

0 2236 

1 

I 21 

Bellary 

0 1725 

1 1 )7() 

1 6373 

1 

4 33 * 

Bidar 

0 4265 

2 9137 

3 4491 

1 

0 51 

Raichur 

0 2166 

0 4995 

1 0608 

1 

7 46* 

Gulbarga 

0 0216 

0 2694 

0 308 1 

2 

0 60 

State 

0 0110 

0 1695 

0 252 > 

2 

3 85 * 


Notes RSSI residual sum of square for the first data set (1 c b Jon. green revolution period) 
RSS2 residual sum of square for the second data set (i e after green revolution period) 
RRSS residual sum of square far the whole sample 
k no of coefficients estimated excluding the intercept 
(RRSS - RSSI - RSS2)/(k+l) 

F = (RSSI + RSS2)/(n. + n, - 2k - 2) 

NT No trend ' 1 

NA Not applicable 

* indicates significance at 5 per cent level 


Notes 

1 Excluding the two drought years 1965 66aB 
1966 67 

2 For a detailed review on growth, vanabtRl 
and instability see Ganesh (1993) 

3 Even though the test was developed as eaij 
as 1977 it was first used by Norayana as 
Ganesh (1993) in analysing the change I 
variability 

4 Though the test is referred to as Chow tel 
it was derived much earlier by C R Rl 
(1952) Kcmpthrone (1952) and Kuilbac 
and Rosenblatt (1957) 
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STATE BANK OF MAURITIUS LTD 

(Incorporated in Mauritius with Limited Liability) 

MUMBAI BRANCH 


BALANCE SHEET AS AT 31ST MARCH, 1996 

PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
ENDED 31ST MARCH. 1996 


As at 

As at 


Year Ended 

5 Months 

Schedule 

March 31, 

March 31, 

Schedule 

March 31, 

Ended March 

No 

1996 

1995 

No 

1996 

31. 1995 


(Rs) 

(Rs) 


(Rs) 

(Rs) 

CAPITAL AND 



I. INCOME 



LIABILITIES 



Interest earned 13 

91407455 

9677827 




Other income 14 

9607774 

1175928 

Capital 1 

627750000 

313600000 



-- 

Reserves and Surplus 2 

39985121 

- 

TOTAL 

101015229 

10853755 

Deposits 3 

115044532 

171253260 



— 

Borrowings 4 

- 

- 

II. EXPENDITURE 



Other Liabilities and 



Interest expended 15 

9334503 

715278 

Provisions 5 

51)197946 

17370970 

Operating expenses 16 

21394525 

13550242 




Provisions and 



TOTAL 

832977599 

502224230 

contingencies 

26889315 





TOTAL 

57618343 

14265520 

ASSETS 




-’ r ~" 





III. PROFIT/LOSS 



Cash and Balances with 



Net profit/Loss(~) 



Reserve Bank of India 6 

19196847 

35269675 

for the year 

43396886 


Balances with Banks and 



Loss brought forward 

(3411765) 

HHjnH 

Money at Call and 






Short Nonce 7 

115824907 

115307457 

TOTAL 

39985121 

(3411765) 

Investments 8 

62468342 

58338053 


■m ■■■■- 


Advances 9 

436596781 

131835460 

IV. APPROPRIATIONS 



Fixed Assets 10 

174211209 

155659144 

Transfer lo statutory 



Other Assets 11 

24679513 

5814441 

reserves 

8679377 

- 




Transfer to other reserves 



TOTAL 

832977599 

502224230 

Balance earned over 




' 

' 

to balance sheet 

31305744 

(3411765) 

Conungent Liabilities 12 

388058576 

2271850196 

i 



Bills for Collections 

12462922 

- 

1 



Notes on Accounts 17 






The Schedules referred to above 



The Schedules referred to above 



form an integral part of the 



form an integral part of the 



Balance Sheet 



Profit & Loss Account 



Per our attached report 






Fbr M P CHITALE & CO 



State Bank of Mauritius Ltd 

Chartered Accountants 




Mumbai Branch 

SdA 





Sd/- 

U M CHITALE < 




NG SEESURN 

Partner 



Chief Executive Officer - India 

Mumbai June 14, 1996 
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STATE BANK OF MAURITIUS LTD. 

(Incorporated in Mauritius with Limited Liability) 

MUMBAI BRANCH 

NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED MARCH 31. 1996 

' 

As at 
March 31, 
19% 

(Rs) 

As at 
March 31, 
1995 

1 (Rs) 


As at 
March 31 
1996 
(Rs) 

As at 

March 31, 

1995 

(Rs) 

Schedule 1—Capital 

A) Amount brought into India 
by way of start-up Capital 
(Out of this, amount 
deposited with RBI under 
Section 11(2) of the 
Banking Regulation Act, 
1949 Rs 2000000) 

Opening Balance 



Schedule 4—Borrowings 

I Borrowings in India 

l) Reserve Bank of India 
n) Other Banks 
in) Other institutions 
and agencies 

II Borrowings outside India 

- 


313600000 

__ 

TOTAL 

- 


Additions during the year 

314150000 

313600000 

Schedule S—Other Liabilities 



TOTAL 

627750000 

313600000 

and Provisions 

I Bills payable 

II Inter-ofhce adjustments (net) 

III Interest accrued 

IV Others (including provisions) 

muon 

i a t niGA 

Schedule 2—Reserves and 
Surplus 

I Statutory Reserves 



Hou 

3996675 

581671 

43186120 

IOIZ/tD 

765501 

377486 

14615187 

Opening Balance 

Additions during the year 
Deductions dunng the year 

II Capital Reserves 

Opening Balance 

Additions dunng the year 
Deductions dunng the year 

III Share Premium 

Opening Balance 

Additions during the year 

Nil 

8679377 


TOTAL 

50197946 

17370970 

Nil 

8679377 

- 

Schedule 6—Cash and Balances 
with Reserve Bank of India 

I Cash in hand 
(including foreign 
currency notes) 

II Balances with 

Reserve Bank of India 
i) In Current Accounts 
u) In Other Accounts 

190496 

19006351 

17119 

35252556 • 

Deductions dunng the year 

IV Revenue and other Reserves 
Opening Balance 

Additions dunng the year 
Deductions dunng the year 

V Balance in Profit and 

Loss Account 

- 

- 

TOTAL 

19196847 

35269675 

31305744 

Nil 

Schedule 7—Balances with 
Banks and Money at Call and 
Short Notice 

I In India 

i) Balances with Banks 

(a) In Current Accounts 

(b) In Other Deposit 
Accounts 

n) Money at Call and 

Short Notice 

(a) With banks 

(b) With other 
institutions 

i 

4286821 

37500000 

111302259 

TOTAL (I II III IV & V) 

Schedule 5—Deposits 

A I Demand Deposits 
l) From Banks 
it) From Others 

II Savings Bank Deposits 

39985121 

625524 

39575019 

6320437 

Nil 

448 126 
105621122 
3167313 

III Term Deposits 
i) From Banks 



TOTAL (i & ii) 

41786821 

111302259 

u) From Others 

TOTAL 

68523552 

115044532 

62016499 

171253260 

II Outside India 

i) In Current Accounts 
u) # In Other Deposit 
Accounts 

in) Money at call and 
short notice 

74038086 

4005198 

B i) Deposits of branches 
in India 

ii) Deposits of branches 
outside India 

115044532 

■ 

— 

**' 

- 


TOTAL 

74038086 

4005198 

TOTAL 

115044532 

171253260 

GRAND TOTAL (I & 11) 

115824907 

115307457 


rnmmmmi 
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STATE BANK OF MAURITIUS LTD. 

(incorporated in Mauritius with Limited Liahilm) 

MUMBAI BRANCH 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED MARCH 31 , 1996 



As at 
March 31, 
19% 
(Rs) 


As at 
March 31, 
1995 
(Rs) 



Schedule 10—Fixed Assets 

I Premises 

At cost at beginning of year 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL AT END OF YEAR 

II Other Fixed Assets 
(including furniture & 
fixtures) 

At cost at beginning of year 
Additions dunng the year 
Deductions during the year 
Depreciation to date 

TOTAL AT END OF YEAr| 
TOTAL (1 & 11) 

Schedule II—Other Assets 

I Inter-office adjustments (net) 

II Interest accrued 

III Tax paid in advance/tax 
deducted at source 

IV Stationery and stamps 

V Non-banking assets acquired 
in satisfaction of claims 

VI Others 

VII Loss a/c 

TOTAL 

Schedule 12—Contingent 
Liabilities 

I Claims against the bank not 
acknowledged as debts 

II Liability for partly paid 
investments 

III Liability on account of 
outstanding forward 
exchange contracts 

IV Guarantees given on behalf 
of constituents 

a) In India 

b) Outside India 

V Acceptances, endorsements 
and other obligations 

VI Other items for which the 
bank is contingently liable 

TOTAL I 


As at 
March 31, 
1996 
(Rs) 

As at 
March 31, 
1995 
(Rs) 

149217150 

22580140 

Nil 

4641902 

Nil 

149217150 

Nil 

1243476 

167155388 

147973674 

8137106 

525528 

Nil 

1606813 

Nil 

8137106 

Nil 

451636 

7055821 

7685470 

174211209 

155659144 

Nil 

2129503 

Nil 

1939991 

18866949 

Nil 

226875 

Nil 

Nil 

3683061 

Nil 

Nil 
235810 
3411765 

24679513 

5814441 

Nil 

Nil 

Nil 

Nil 

338653207 

2270699045 

Nil 

Nil 

Nil 

Nil 

49405369 

1151151 

Nil 

Nil 

388058576 

2271850196 
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STATE BANK OF MAURITIUS LTD. 

(Incorporated in Mauritius with Limited Liability) 

MUMBAI BRANCH 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED MARCH 31, 1996 



Schedule 13—Interest Earned 

I. Interest/discount on 
advances/bills 

II. Income on investments 

III. Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

IV. Others 

TOTAL 



Schedule 14—Other Income 

I. Commission, exchange and 
brokerage 

II. Profit on sale of investments 
Less: Loss on sale of 
investments 

III. Profit on revaluation of 
investments 

Less: Loss on revaluation 
of investments 

IV. Profit on sale of land, 
building and other assets 
Less: Loss on sale of land, 
building and other assets 

V. Profit on exchange 
transaction 

VI. Income earned by way of 
Dividends, etc. from 
companies and/or Joint 
Ventures abroad/in India 

VII. Miscellaneous Income 

TOTAL 


Year Ended 
March 31, 
1996 
(Rs) 

Period Ended 
March 31, 
1995 
(Rs) 

63072474 

8134910 

5072667 

1799520 

20200071 

Nil 

2805640 

Nil 

91407455 

9677827 

Year Ended 
March 31, 
1996 
(Rs) 

5 Months 
Ended March 
31. 1995 
(Rs) 

5338703 

210295 

Nil. 

Nil 

Nil 

Nil 

Nil 

Nil 

4176773 

896583 

Nil 

92298 

Nil 

69050 

9607774 

1175928 



Schedule 15—Interest 

Expended 

I. Interest on deposits 

II. Interest on Reserve Bank of 
India/inter-bank borrowings 

III. 'Others 

TOTAL 

Schedule 16—Operating 

Expenses 

I. Payments to and provision 
for employees 

II. Rent, Taxes and Lighting 

III. Printing and Stationery 

IV. Advertisement and 
publicity 

V. Depreciation on bank’s 
property 

VI. Directors' fees, allowances 
and expenses 

VII. , Auditors' fees and 

expenses (including 
branch auditors) 

VIII. Law charges (including 
professional fees) 

IX. Postages, Telegrams, 
Telephones, etc 

X. Repairs and maintenance 

XI. Insurance 

XII. Other expenditure 

TOTAL 


Year Ended 
March 31, 
1996 
(Rs) 

5 Months 
Ended March! 
31. 1995 I 
(R») ] 

7559864 

443256 i 

1664498 

110141 

272022 

9334503 

715278 

5931848 

4342495 

157010 

3006329 

528926 

152204 

1150509 

346105 

4553603 

1695112 

20500 

Nil 

60000 

45000 

25000 

240000 

638488 

110559 
190608 
4213905 

1543293 . 
3476335 
79757 
2437181 

21394525 

13550242 




Schedule 17—Notes on Accounts 

1. Principal Accounting Policies 
1.1. General 

The financial statements have been prepared on the historical cost basis. 

12. Foreign Currency Translation 

I. Assets and liabilities in foreign currencies are translated on the Balance Sheet dale at the rates notified by Foreign Exchange 
Dealers' Association of India (FEDAI). The resulting profit or loss on revaluation is included in the Profit and Loss Account 

II. Income and Expenditure items are accounted for at the exchange rates ruling on the date of the transaction. 

III. Contingent liabilities on account of outstanding forward exchange contracts have been disclosed at the contractual rates. 
1.3. Investments 

All investments are classified as "current investment" and ore valued at lower of cost or market value. Depreciation, if any, in 
investments is fully provided for. Market value of unquoted investments is determined in accordance with RBI guidelines. 


June 29. 1996 













































Farmers’ Perception of Land Degradation 

A Case Study 

PKJoshi 
SPWani 
V K Chopde 
J Foster 

Top soil erosion is a serious problem threatening the sustainability of rainfed agriculture in the semi-arid tropics J 
Yet, farmers do not take strong measures to prevent soil loss. This study , covering farmers in a watershed in Yavatn 
district of Maharashtra, attempts to assess farmers ’ perception of land degradation and examine their actions : 
alleviate its perceived effects. 


LAND degradation of various forms is 
causing serious threat to present and future 
agricultural growth and sustainability. 
Among the most serious problems that 
ostensibly threatening the sustainability of 
rainfed agriculture in the semi-arid tropics 
is the top soil erosion. Rainfed agriculture 
is already constrained by water and nutrient 
stress, and any soil loss further aggravates 
the problem which adversely affects 
agricultural production. It was estimated that 
six billion tons of soils are eroded from 
India's crop land each year [Narayana and 
Babu 1983], On the basis of these estimates 
it is assessed that about 60 per cent of the 
crop land in the country is eroding at varying 
degree. Although soil erosion is a physical 
process, it has numerous economic 
consequences, affecting productivity, 
growth, income distribution, food sufficiency 
and long-term external debts [Brown 1984]. 
Though land degradation due to soil loss is 
unfolding gradually, farmers do not take 
strong measures to prevent the process of 
soil loss. Kerr and Sanghi (1992) observed 
that farmers do not practise recommended 
measures to halt the process of soil erosion. 
There may be several factors influencing the 
adoption of recommended practices to 
control soil erosion. Among others, the most 
important is the perception of farmers about* 
soil erosion and other forms of land 
degradation. The information in this area is 
lacking to develop suitable strategies and/ 
or technologies. It is important to understand 
farmers' perception on land degradation to 
integrate technologies on land degradation 
and government programmes in affected 
areas to prevent further degradation. This 
study is an attempt in this direction. More 
specifically, the objectives of the study are 
to assess farmers' perception on land 
degradation and examine their actions to 
alleviate its perceived effects. 

The results of the study are based on the 
rapid rural appraisal conducted with the 
farmers located in one watershed in Yavatmal 
district of Maharashtra state in western part 
of India. Multi-stage stratified sampling 
scheme was used to select the study area. 
At the first stage, one district (Yavatmal in 
Maharashtra) which was severely affected 
due to land degradation was selected in the 


vertisol area. In second stage, a watershed 
(Manji-Karanji) was selected on the basis of 
following criteria: (i) covers fairly large area 
under land degradation, (ii) represents all 
levels of degradation, and (iii) no (or least) 
government (or non-government) inter¬ 
vention to develop the watershed. The 
watershed was then divided into three strata 
on the basis of upper, middle and lower 
reaches which was decided on the basis of 
its slope. Fjur villages, two from upper 
reaches (Bhuripod and Mungrda), and one 
each from middle (Dhoki-wai) and lower 
(Pimpalpur) reaches were randomly selected. 
At final stage, group meetings were organised 
with the participation of majority of the 
farmers in 1995. 

Soil of the selecteddistrict were completely 
covered by coarse shallow soils except for 
thin ribbons of deep black soils in the river 
valleys. In the watershed, both coarse shallow 
and more productive soils were observed. 
There was variation down the watershed. At 
the top, grading into forest areas with steep 
slopes, there was rocky soil with almost no 
water holding capacity. Lower down, some 
flatter areas begin to have deeper and more 
productive soils although these areas continue 
to be interspersed with areas of coarse, 
shallow and unproductive soils. As one 
moves down the watershed, the better soils 
become more common and deeper, until, 
near the bottom, areas of coarse, shallow 
soils disappear and the soil is black and 
appears to be deep. Although these lower 
soils have all the cultivation problems of 
deep vcrtisols, they also have the moisture 
retention and other production advantages 
of these soils. 

The study area can be characterised as 
kharif dominated agriculture with almost 75 
per cent area under cotton and sorghum. 
Cotton is a commercial crop while sorghum 
is used for home consumption and for 
livestock fodder. The cotton is commonly 
intercropped with pigeonpea. In addition to 
pigeonpea, groundnut and chickpea arc 
legumes grown in significant amounts. 

Trends show that cotton with pigeonpea 
was expanding in area while sorghum was 
declining. Chickpea, which was often double 
cropped after rainfed paddy, was increasing 
while groundnut appeared to be declining. 



Soyabean was tried by numerous fi 
and appeared to be expanding at an ii 
rate. 

The following sections present the 
of the group discussions with the ft 
in different locations of the watershed. If 
divided into three parts: (i) farmers* peieeB 
tions on land degradation, (ii) resource 
cation in different levels of degraded lanCJj 
and (iii) farmers strategies and investmej 
priorities to manage degraded lands. 

Farmers’ Perception on Land 
Degradation 

Different forms of land degradation wel j 
observed in the selected watershed. TheT 
were soil erosion, soil nutrient loss, sA.j 
salinity and waterlogging A wide spatw 
variability in different forms of Ura 
degradation was noted within the watenthcB \ 
Farmers do identify land as good and polr 
on the basis of crop yields. 

In the three upper villages, the poor laft 
is located at higher elevation within 
village. In the lower village, low productivj 
land is found in two general locations: i 
where the land is sloping, the upper reaclf 
arc less productive because of erosion, i 
(ii) where the land is more flat, the 
areas are less productive because 
waterlogging and salt accumulation. 

Reported yields for the two major eftfl 
are given in Table 1. The ratio of yields frS 
good and poor soils is approximately 31 
In all villages, except one in upper read 
(Bhurkipod), yields were highest at the low 
elevation. Degradation and product!v 
relationships in the watershed are illustrsi 
in the Figure. Average productivity declii 
as one moves up the watershed. At ei 
specific elevation, there is a range 
productivities from relatively good 
relatively poor soil. Note that poor soil 
the lowest level may be more product 
than good soil at the highest level. 

The reasons given by majority of I 
farmers in all villages for low productiv ’ 
were similar. The low water holding capac 
of the shallow soil at upper levels results 
poor crop emergence and requires the ci| 
to depend on undependable frequent ra 
throughout the growing season. In t| 
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villages located in the upper reaches of the 
Watershed, soil erosion was specifically 
mentioned as the cause of the shallow soil, 
including the information that erosion 
removes smaller soil panicles. It was 
observed that in the upper reaches of the 
watershed, geologic erosion was the major 
causative factor than man-induced erosion. 
Jbn the other two villages, the greater depth 
of soil at lower elevations was mentioned. 

Land Degradation and Resource 
Allocation 

Cropping pattern: Cropping patterns were 
almost similar in all the selected four villages 
fTable 2). A clear difference between good 
and poor soils reflect differences m optimum 
uses of the two types of soils. The general 
pattern on good soil includes hybrid varieties 
Of cotton and sorghum along with 
intercropped pigeonpea. Cotton and sorghum 
tend to be the high input crops. On poorer 
soil, farmers plant local varieties ot cotton 
plus pigeonpea and sorghum with low inputs 
and on the worst land, short duration green 
gram and black gram. A few other minor 
crops are grown on the poorer land. 

Input use: Except for two inputs, more 
inputs are used on good land than on poor 
land (Table 3). The exceptions are tillage 
when farmers make more passes on poor 
land to try to loosen the soil to a greater depth 
and cotton seed when farmers use small 
amounts of expensive hybrid seed on good 
land and substantially higher seed rates of 
local varieties on poor land. It was reported 
‘-ghat the hybrid seed on good soil produces 
Vigorous plants which fill the space with a 
tow seeding rate while on poor soils more 
Smaller plants are needed to fill the space. 

In addition, the risk of crop failure is 
higher on poor, shallow soil. Farmers are 
reluctant to nsk loss of theirexpcnsi ve hybrid 
toed. The use of FYM as one moves down 
the slope is instructive. In the topmost village, 
FYM is never used on poor soil Next, it is 
used on poor soil only when farmers have 
no good soil and at the bottom, it is used 
on both good and poor soils depending 
to the crop. The poor soils at the bottom 
toe, of course, more fertile than the poor 
soil at the top. In two villages located in 
lower part of the watershed, some farmers 
are using Rhizobium, Azotobacter and 
Vermicomposting. 

Input levels seem similar from village to 
village for similar soils except for differences 
hi the number of pesticide sprays on cotton. 
In all villages, the number of sprays has 
increased over the last decade or two from 
none to one when needed to 2-3 per year 
and on to present levels. 

Nutrient mining: Farmers in all villages 
Wore aware of and in agreement that their 
current cotton/sorghum cropping system was 
mining soil nutrients because both aie strong 
fenders on soil nutrients. The legumes, grown 
On less than 13 per cent of the crop land, 
ate insufficient for maintaining soil nitrogen 
tovels. in the recent past fertiliser use is 
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Table I: Ranob of Comparative Crop Yields for Cotton and Sorohum in Four Villages in 
Mangi-Karanji Watershed, Yavatmal District, Maharashtra, India 1994-95 


Village 

Location m 
Watershed 

Cotton 

_(o/ha)_ 

Sorghum 
_(oflta) 


Good Soil 

Poor Soil 

Good Soil 

Poor Soil 

Bhurkipod 

Upper 

15-20 

- 

17-20 


5-10 

Mangurda 

Upper 

10 

3-4 

25-37 


8-10 

Dhoki-wai 

Middle 

10 

5-6 

10-25 


6 

Pimpalpur 

Lower 

IO-I2 

4-5 

37-40 


13-15 


Table 2* Cropping Patterns by Soil Productivity Levels in Four Villages in Mangi-Karanji 
Watershed, Yavatmal District, Maharashtra, India, 1994-95 


Village 

Crops on Good Soil 

Crops on Poor Soil 

Bhurkipod 

Hybnd sorghum, hybnd cotton, 
pigeonpea, pearlmillet, some 
black gram and green gram 

Local sorghum, bkickgram 
green gram 

Mangurda 

Hybnd cotton, hybnd sorghum, 
pigeonpea 

Local cotton, green gram, black gram, 
pearlmillet and sesamum 

Dhoki-wai 

Hybnd cotton, hybnd sorghum, 
pigeonpea 

Green gram, black gram, pigeonpea 

Pimpalpur 

Hybnd cotton, hybnd sorghum, 
pigeonpea, soyabean 

Grccm gram, black gram, sesamum 
mothbean, local sorghum 
(for rotation purposes) 


Note. In Pimpalpur, low lying soil is used for khanf paddy with rabi chickpea, coi tonder and linseed 
and irrigated land is used for wheal and sorghum 


Table 3 Production Input Lfvei.s on Good and Poor Land in Four Villages in Mangi-Karanji 
Watershed. Yavatmal District, Maharashtra. India, 1994-95 


Village Input 

Bhurkipod Tillage 

FYM" 
Fertiliser* 
Seed 
Pesticide" 

Mangurda Tillage 

FYM' 
Fertiliser 


Seed 

Pesticide 

Dhoki-wai Tillage 1 

FYM 

Fertiliser 

Seed 

Pesticide 

Pimpalpur Tillage 

FYM* 

Fertiliser 

Seed*’ 


Pesticide 


Good Land 


Normal tillage 
5 cartloads/ha 
125 kg/ha 

Colton improved and hybrids 
2-4 sprays on cotton 
Normal tillage 
All 

125-187 kg/ha of mixed 

fertiliser <18 18 10) plus 

125 kg/ha of urea (cotton) 

Colton 1 8 kg/ha 

Cotton (improved) 8-12 sprays 

Less tillage more tillage 

cau'C waterlogging 

10-12 cartloads/ha 

250 kgs/ha mixed (18 18 10) 

Cotton (improved) 1.8 kg/ha 

No information 

Normal tillage 

Mostly applied on cotton, 

some on sorghum 

Cotton 125-250 kg/ha mixed 

(18 18 10), 125-250 kg urea/ha 

Cotton improved and hybnd 

sorghum 

8-9 sprays (cotton) 


Poor Land 


More passes lo loosen soil 

None 

50 kg/ha 

Cotton local and improved 

Requires more tillage 

See note e 

None 


Cotton 7 5 kg/ha 
Cotton (local)* 1-2 sprays 
if lime permits 

usually none 
125 kgs/ha mixed 
Cotton (local) 7.5 kg/ha 
No information 
Next to good lands 
Application based on crop 
rather than soil 
60 kg mixed (18x18x10) 
fertiliser/ha (murrain soil) 
Improved cotton and hybnd 
sorghum with black gram 
and green gram 


Notes Bhorkipod 


Mangurda 


Dhoki-wai* 

Pimpalpur 


a - Not all farmers have animals to produce FYM 

b - Mixed fertiliser is 18-18-10 of nutnent content (cotton and hybnd sorghum 
icceives the mixed fertiliser). Some farmers use no feruliser 
c - Number of sprays is increasing over time. 

d - They use more fertiliser in good soil because of confidence they will get a 
good response with lower risk 

e - Farmers with no good land put FYM on poor land at the top of the slope, 
expecting nun water to move the FYM down the slope within theirown field, 
f - Resources are first allocated to good soil 
g - Animal dung is not burned for fuel. Mostly converted to FYM. 
h - Farmers are using very expensive pnvate hybrid seed on their good land. 
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expanding Farmers avoid sorghum after 
sorghum in the rotation because they have 
learned that this system will give a poor crop 
in the second year Farmers were aware that 
the application of fertiliser and FYM needed 
to be increased from year to year to sustain 
crop yields They believe that a constant 
level ot inputs and management over time 
would result m declining yields a reasonable 
expectation in view of the dominance of 
cotton and sorghum This trend, however, 
is masked by increasing levels of input and 
the availability of new technology, especially 
improved seeds, with the result that yields 
stay fairly constant One can assume that low 
input levels on poor soils serve to sustain 
low yields while higher input level on good 
soil serve to sustain higher yields 
There was no change observed in the use 
of low productivity land over the past two 
decades No land has moved out ot crop 
production However farmers were ot the 
opinion that land must receive increasing 
levels ol input and new technology in order 
to stay in production at acceptable levels 
Crop land \ alue The market value of crop 
land is an excellent summai' ot farmers 
expectations generally bas <1 on past 
experience ot the returns from o suing land 
The myriad and complex factors involved 
in price making such as expected future 
money returns the prestige and security ot 
land owneiship the inflation hedge 
opportunities and many othu s is well as the 
lelative importance ot cadi t neatly 
pack iced in the maiket pnee Cl» i^es in 
markd prices over time can revt even 
more about what is happening msi k the 
heads of larmers relative to iheir 
understanding of future opportunities With 
many factors such as the prestige ot owning 


Figure t A tragi Productivity Ri i atep to Elevation in a Watershed and Productivity 
RANGt \t SPFnnr Elevations 



changes) and changing desires ot farmers to 
own land may also be involved 
Second one can note that current prices 
arc related to location on the watcished 


increased investment, increased productivi 
and increased net returns are clearly vi 
as higher on the good land than on the 
land ai all levels m the watershed Th 


land remaining somewhat constant over although prices in Dhoki wai do not fit this 

time price changes tend to be more fully pattern Ihert arc reasons to think that 

related to perceptions ot economic information on this aspect in Dhoki is 

opportunity in lccuratc Otherwise prices increase as one 

The first observation relates lo general mo\e< doun the watershed indicating that 

increases in crop land values in the selected the productivity ot all types ot crop land 

watershed in the i isi live years (Table 4) increases from higher to lower Forinstance 
Both good land anti poor land has sharply poor land at lower levels is more than double 

increased »n value in this period in all four in value compared with pooi land at the top 

villages Surely inflation is a major factor ot the watershed 

in this rise but other factors such as increases Ot greater rclcvmce to this study is the 

in expected net income from farming differential chinges in market value overtime 
(technology change input/output price ratio The opportunities tor future intensification 


Tabif 4 Marklt Pricfs of Crop l and miih Vakioi s Lfvh s oi PkoiucuvirY Fni r Vu i aois in 
MaNOI KaRANJI WArLRSHH) Yavaimal Distkui Mahaaashtra 1995 


Village 

L otdtion in 
Watershed 

Type of 
Land 

Market Puce. (Rs/Ha) 

I99S 1990 

Per ( cnl 
( hange in 
Fivt Years 

Bhurkipod 

Upper upper 

Good 

12 500 17 500 

7 500 

100 



Poor 

5000 

1 too 

61 

Mongurda 

Upper 

Good 

2S 000 10 000 

15000 

8^ 



Poor 

10 000 12 500 

7 500 

50 

Dhoki wai 

Middle 

Good 

20 000 

7 500 10 000 

129 



Medium 

12 500 17 <00 





Poor 

10 000 

6 100 

59 

Ptmpalpur 

Lower 

Good 

M 5(H) 

12 500 

200 



Medium 

20 000 22 500 

7 500 12 500 

IM 



Poor 

10 000 12 500 

no demand 



degraded land is seen as not only lc 
productive ot net income in the present bi 
also as providing less opportunity to benefi 
from future technological opportunities th 
the good land This is indicated by f 
di tiering per cent increase in value over ft v 
years between the good and poor land It t 
also indicated by the increasing percen 
change in value ot the good land as 
moves down the watershed where t 
opportunities for intensification areperceiv 
to be highest and increasing fastest on t 
good land at the bottom of the waters 
The same relationship holds tor poor 1 
It can be illustrated as shown in Table 
by taking Khant sorghum in the seleci 
region as an example It is seen that t! 
highest rates of growth in yield are foum 

Tab e 5 Relationship bltwli n Yield and Ra 
of Growth in Yield of Khvrif Sorghum in 
Sli ectfd Production System 


District Average Number of Annual Gro 
Yield 1988 90 Districts Rates in Yiel 
(Kg/ha) 1970 90 

(Per Cent) j 

Above 1000 10 6 0 

800 1000 1 4 4 

Below 800 9 -0 2 
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in districts with the highest yields In a 
competitive seme districts with lower yields 
gradually tall further and further behind in 
the market place 

In summary, the future for owners of good 
land m a village is perceived to be 
increasingly brighter than for owners of 
poor land in the same village At the same 
time, the future is increasingly brighter for 
good land at the bottom of the watershed 
than for good land at the top and with the 
same relationship tor poor land Probably 
farmers do not yet realise it but experience 
in other countries points to poor land at 
upper levels (the poorest land on the 
watershed) moving out of production entirely 
after a few years because of its inability to 
keep up with intensification of production 
on better land 

Another way of making the same point 
is to observe that the most expensive land 
in the watershed is the best investment and 
the lowest priced land is the worst investment 
in a dynamic agriculture such as that of 
Yavatmai district From a purely net returns 
point of view a smart move for a farmer 
owning poor land would be to sell his poor 
land and use the money to buy fewer acres 
of good land (as long as only a very few 
farmers recognise this opportunity) The 
farmers of Mangi Karangi watershed clearly 
understand these lorces as shown by the way 
they are pricing their land of differing 
productivity 

Farmers S i RATtoihs and Invi s i-mlm 
Priorities 

Sotl and water conservation practices 
Each of the villages is somewhat unique in 
the use of soil and water conservation 
practices Infihurkipod the government has 
recently completed few field bunds small 
tank bunds gully bunds and Khas grass 
bunds The bunds have been constructed 
with hired labour, mostly from the village 
Thus the farmers are well awaic of 
conservation and us benefits (at least in the 
form of daily wages) Farmers indicated 
that they also have made some bunds on 
their own using family labour They use 
rocks cotton stalks and thorns to avoid theft 
or as fences m gullies They are also sowing 
across the slope thanks to ihe government 
training and visit programme 

In Mangurda located in uppet reach of 
the wateished farmers have received no 
government help tor soil and water 
conservation activities They also have built 
conservation works on (heir own including 
small stone bunds with cotton stalks and 
weeds to plug spaces between stones and 
waste weirs They recognise the value of 
stone bunds in creating deposits of soil 
They also are sowing across slopes, perhaps 
as a retail of the training and visit programme 

In Dhoki-wai village the government has 
helped establish contour vegetative barriers 
of *Khas grass in 2 or 3 fields It was 
observed that one of these which seemed to 
be in fine condition the farmer was genuinely 


enthusiastic Otherwise in this village, 
farmers have built gully bunds with stone, 
cotton stalks and thorns on their own, using 
family labour as it is available 

In Pimpalpur village located in the lower 
reaches of the watershed farmers have been 
building stone and earthen bunds for the last 
10 35 years with no government or NGO 
involvement They not only build them but 
keep them in repair for the clear purpose of 
controlling soil erosion T hey do not depend 
on family labour but hire labour at the 
cunent rate of Rs 25 per 3 metres of a 30 
cm X 30 cm bund The general attitude in 
this village of gently sloping to flat land is 
summed up in the answer to the questions 
Is it good tor soil from someone else s land 
to deposit behind your bund } The answer 
was It would be good but it would ncvci 
be allowed to happen m this village They 
reported that erosion occ ui s even on relatively 
flat land 

Tai met s are wel I aware of where deposited 
soil comes from and arc particularly sad 
when it completely leaves the field Howevci 
deposited soil is considered desirable 
especially when it flows from others fields 
Soil eroded from a degraded area and 
deposited was said to become the best from 
the worst Deposited soil is univeisally 
viewed as a supenot soil in terms of both 
fertility and workability In one vjllagt 
farmeis stated that where the yield is one 
quintal from eroded soil the yield on 
deposited soil from the eroded area would 
he 5 6 quintals 

Priortty on sotl and wata conservation 
investment The issue of farmers priority on 
investment in soil conservation measure was 
meant to provide insight into the validity of 
an hypothesis that (aimers can and do put 
off expenditures on soil and witer 
conservation till next year since degradation 
is a slow process and the situation will be 
only marginally worse next year It was 
noted that farmers investment priorities are 
within agriculture and not in household 
improvement The investment priorities 
given in order are bullocks fertiliser 
improved seed an electric pump and then 
at the end land protection The general attitude 
(excluding Pimpalpur farmers) about land 
piotcction was summed up by ‘we do what 
we can with family labour and it more is 
needed we cannot do it Farmeis m all 
villages confirmed that the land degradation 
was a slow process with not much happening 
in any one year 

The perceptions of farmers concerning 
land degradation in Mangi Karanji watershed 
were labelled as high awareness Not only 
were they aware of both gully and sheet 
erosion even on nearly flat land but they 
also were aware of nutnent mining and other 
kinds of degradation like salt accumulation 
and soil organism decline (earthworms) 

In this dynamic agnculture farmers clearly 
sec the difference in future opportunity for 
intensification and income generation 
between different types of soil degradation 
Degraded land can usually gain little benefit 


from new technology (farmers use local 
varieties on poor land) but new technology 
used on good land can increase net returns 
(farmers use hybrid varieties on good land) 
Government intervention is essential to 
prevent the process of degradation where 
farmers are unable to invest on available 
measures alleviating land degradation 
Degradation other than erosion also seems 
to be well understood by fanners Their 
cropping system dominated by cotton and 
sorghum is a nutnent mining system In all 
villages it was noted that although yields 
were stable overtime, these were maintained 
only by use or increasing levels of mineral 
fertilisers 

Investment priority on land degradation 
alleviation was always at the end of the list 
In highly and moderately degraded villages 
farmers action to alleviate degradation 
processes is through family labour They do 
not invest to prevent or rehabilitate degraded 
lands In the prosperous village with limited 
degradation farmers hire labour and also 
invest for building conservation bunds 
Farmers actions include building gully 
bunds with rock cotton stalk* and thorns 
some boundary bunds establishing 
vegetative bunds sometimes on the contour 
and cultivation across the slope To cope 
with nutrient mining carefully developed 
mtations <ire used including intercropping 
ol cotton with pigeonpea 
Some of tht most significant information 
obtained by the appraisal identifies 
relationship between seventy of land 
degradation and several sotio economic 
charac lenstics General economic prosperity 
position on the subsistence - commercial 
conti nuum and education level s are al 1 related 
to the productivity of the basic land resource 
lo maximise effectiveness degradation 
policies and piogrammcs as well as general 
rural development efforts should recognise 
and respond to the severity of land 
degradation 

lThi> paper is derived from ihe ISP 3 Progress 
Report No I on Farmers Perception of Land 
Degradation Rapid Rural Appraisal in Mangi 
Karanji Watershed of Yavatmai District 
Maharashtra India at the International Crops 
Research Institute for the Semi And Tropics 
(ICRISAT) Patancheru in August 1995 The 
authors arc gnteful to S M Vinnam K K Let 
T G Rego N K Awadhwal Anil R Bonde and 
D C Uparc for their help at various stages to 
conduct this study | 

References 

Brown Lester R (1984) Conserving Soils in 
Lester R Brown et a) (eds) State of the World 
W W Norton and Company New York 
Kerr J M and V Sanghi (1992) Indigenous Soil 
and Water Conservation 1/1 India s Semi Artd 
Tropu s Gatekeepers Series No 34 
International Institute of Environment and 
Development London 

Narayana V V Dhruva and Ram Babu (1983) 
Estimation of Soil Erosion in India Journal 
of Irrigation and Drainage Engineering 
ASCE 109(4) pp 419 35 


A-92 


Economic and Political Weekly tape 29,1996 



Ecological and Economic Impact of Horticultural 
Development in the Himalayas ] 

Evidence from Himachal Pradesh 1 

Ramesh Chand ;,i 

Although economicfactors stronglyfavour the promotion ofhorticulture in the Himalayas the strategy has been questionML 
on the grounds that horticulture would result in ecological degradation in the region. This paper investigates the impact 
the expansion of area under fruits and vegetables in Himachal Pradesh and attempts to provide an appropriate perspecti^M 
for formulating a policy for horticulture in the region. 


HILL regions located in Hindu Kush 
Himalayan ranges are ecologically fragile 
and characterised by poor economic 
development. Since the last few years these 
regions are showing symptoms of rapid 
ecological and natural resources 1 degradation 
which is not only impinging upon the efforts 
to raise the socio-economic level of the hill 
people but is also posing a serious threat to 
sustainable livelihood. Despite large 
investments made in afforestation, watershed 
development and natural resources 
development and conservation programmes, 
the ecological degradation is neither reversed 
nor checked. On the contrary, in most cases, 
it is worsening. 1 The reason is that such 
programmes have not gone deep to strike 
at the root causes of ecological degradation 
viz, high dependence of the people in the 
Himalayan region on forests for their 
livelihood and the high pressure of human 
and livestock population on the limited arable 
lands - all surfacing from the difficulties of 
generating more employment and higher 
levels of household income. 

In the Himalayan region, agriculture is the 
key sector for employment and income 
generation, because, large-scale industriali¬ 
sation is not ecologically desirable, and the 
infrastructure is too poor to attract industries. 
These regions do not have raw materials for 
medium and major industries. Therefore, 
emphasis has to be placed on the agriculture 
sector for socio-economic development of 
the people. Since the traditional crops and 
allied activities in the Himalayas possess 
little growth potential, suggestions have been 
made to diversify agriculture through high 
value cash crops, mainly fruits and off season 
vegetables 2 [Azad et al 1988; Swarup 1991, 
p 307; Singh 1990; Tewari 1988; Partap 
1995; and Chand 1995 and 1996]. Both, the 
Seventh as well as Eighth Five-Year Plans 
emphasise agricultural diversification 
through horticultural crops, especially the 
cash crops, having low volume, light weight 
and high value as the thrust area for generati ng 
income and employment in the hill regions. 

Though economic factors strongly favour 
promotion of horticulture in the Himalayas 
the strategy has been questioned because of 
its adverse environmental impact. It has been 
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asserted that expansion of area under fruits 
and vegetables in the Himalayan hills results 
in deforestation to meet packing cases 
requirement, loss in soil fertility, stress on 
water resources and environment pollution 
due to use of pesticides. 1 Our contention is 
that these conclusions have been drawn by 
focusing only on negative externalities and 
no attempt has been made to explore the 
positive externalities associated with 
horticulture development. In this study we 
investigate both adverse as well as favourable 
impact of expansion of vegetables and fruits 
culti vation on ecology and natural resources, 
based on the experience of Himachal Pradesh, 
to provide proper perspective for formulating 
policy for horticultural development in the 
Himalayas. The study empirically analyses 
the effect of vegetable and fruit cultivation 
on (i) forests, to meet packing cases and 
staking material needs, (ii) land resources, 
(iti) biotic pressure and (iv) income, as all 
these aspects have direct or indirect impact 
on natural resource use and ecological degra- 
dation. The study also demonstrates how 
some of the serious natural resource degrada¬ 
tion problems could be checked by objective 
and thoughtful planning. 

The paper is organised in six sections. The 
first section broadly describes the selection 
of the study area and methodology. The 
second section demonstrates the scope of 
growth of agricultural sector and economic 
development by agricultural diversification 
through fruits and vegetable crops in a 
Himalayan state. The effect of horticultural 
development on land use and on livestock 
pressure and soil nutrition is examined in 
sections III and IV. Deforestation due to ex¬ 
traction of stocking material for vegetables is 
discussed in section 5 and the impact of de¬ 
mand for packing cases on state's forest, and 
strategy to meet growing requirement for 
packing cases resulting from expansion of 
horticulture arc discussed in the last section. 

I 

Selection of Study Area and 
Methodology 

The study is based on the experience of 
Himachal Pradesh which has made tremen¬ 
dous progress in agricultural diversification 

1996 


through fruits and off-season vegetablecqU 
vation 4 and is reported to represent sued ! 
story of economic transformation thriftiS 
horticultural development [Swamp 19M 
and Verma and Pratap 1992]. The state! 
also reported to be most progressive amo! 
13 hill stales and regions of the country, <M 
is considered 'model' for development! 
other hill areas of the Hindu Kush Hiraabgy! 
region. I 

Macro information at the state and distrl 
level is used to investigate the impact :! 
cultivation of horticultural crops on nab*! 
resources and ecology while the sped! 
impact of off-season vegetable cultivate 
is studied using grassroots information 
village and household level. The prims 
data pertain to about 300 farm househol 
from four panchayat villages 9 represent! 
different level s of agricultural di versificali 
in Solan district which has a relatively higt 
level of diversification through off-seas 
vegetable crops. A sample of about 75 fn 
households was drawn from each of the ft 
panchayats namely Deothi, Dharot, Kotho a 
Bhojnagar, following cluster sample approa 

Deothi is well diversified throii^ 
vegetable crops since long, and it ranks fi 
among the sample panchayats in per c|p 
income from vegetable cultivation, follow 
by Dharot (Table 1). Bhojnagar is the mi 
underdeveloped area among the satpj 
panchayats. Kotho has below average te 
of diversification through vegetable eft 
but it has well developed dairying activ 
due to its vicinity to Solan town. 

n 

Diversification 

Performance of major crop groups sh 
early 1970s shows that value productiv 
of vegetables and fruits, in Himachal Prade 
remained many times higher compared 
traditional crops, and productivity of fn 
and vegetables has been growing when 
productivity of other crops has eitl 
stagnated or declined (Table 2). According 
the areas or districts which diversified 
favour of the vegetables and the fruits hi 
attained higher level of growth in aggreg 
output of crop sector and per capita inco 
from agriculture sector. For instance, amc 

A? 



pHfcrital districts* Sbimla and Kulki arc at 
1ft top in respect of area allocated to horti- 
Shltral crops and they have recorded around 
'*<per cent annual growth in crop output at 
iifttoharveslpricesof year 1989-90(Table 3). 
^Ifttgatecrop productivity in these districts 
!*U above Rs 13,000 per hectare. In contrast 
>this, agricultural productivity was below 
/I 3,300 and growth in crop output was 
'fthefzero or negative in Bilaspur, Hamirpur 
ad Una districts which were at the bottom 
\ terms of per cent area put under fruits and 
vegetable crops. These results indicate that 
evelopment of horticulture has positive 
isociation with growthof agricultural output 
hd income. 

Further empirical evidence in support of 
tese conclusions is available from the 
blowing equations which quantify the 
npact of per cent of crop area under fruits 
nd vegetables (PAFV) on growth rate of 
alue of aggregate crop output (GRVAO), 
Iftd on TVP per hectare (TVPPH), based on 
istrict level data, during the TE 1974-75 
md 1989-90. 

k) All districts; 

iRVAO = 0.54 + 0.27* PAFV (1) 
(0.04) 

- R 2 = 0.81* and N = 12. 

VPPH = 5729 + 311.96* PAFV (2) 
(39.99) 

R 2 = 0.86* and'N = 12. 

l) Non-tribal districts; 

*RVAO = 0.22 + 0.31 * PAFV (3) 
(0.07) 

, R 2 = 0.70* and N * 10. 

fVPPH = 5668 + 348.24* PAFV (4) 

1 (73.31) 

* * 0.74* and N = 10. 
figures in parentheses are standard errors 
tf the coefficients and * indicates that the 
btimate is significant at I per cent level). 
(The above equations show that crop 
diversification through fruits and vegetables 
!ju a strong positive effect on agricultural 
Vowth and productivity, and most of the 
^iter-district variations in agricultural 
progress is explained by the variations in 
W& under fruits and vegetables. 

i hi 

! Fruit and Vegetable Cultivation 
! and Crop Intensity 

The coefficient of crop intensity reveals 
to number of crops sequentially raised in 
| given year on the same piece of land. In 
Kher words, it indicates the intensity of land 
iUftge. Higher crop intensity would imply 
{kftt land has been tilled more intensively 
tod vice versa. More the number of crops 
town on the same piece of land, higher 
ityuid be the number of ploughing for 
roparatory tillage and sowing, and higher 
piidd be hoeing and other land tillage 
iterations. Since crop fields in hills, due to 
llftir topography and slope, are highly prone 


to soil erosion resulting from run-off of rain 
water, more tillage would cause higher soil 
erosion and lesser tillage would cause lower 
soil erosion. Therefore, lower crop intensity 
or less intensive land use has positive 
consequences for hill ecology, its natural 
resources and environment. 

Crop intensity is found to be lower in the 
districts having higher area under fruits and 
vegetables and vice versa (Table 4). The 
correlation coefficient between crop intensity 
and area under fruits and vegetables during 
theTE 1989-90was-0.866for all the districts 
and -0.721 for the non-tribal districts. One 
factor for low level of recorded crop intensity 
in developed districts could be higher area 
under fruits, which are perennial. Perennial 
crops occupy land for the whole year but 
area under them is counted only once in the 
cropped area in the official land use statistics. 
Therefore, the crop intensity estimates 
reported in the official land use statistics get 
understated where perennial crops are grown. 
One way to avoid this distortion is to esti mate 
crop intensity by excluding area under 
perennial crops (fruits in our case) from net 
sown area and from total crop area. 

Crop intensity excluding area under fruits 
was highest in Hamirpur (193), closely 
followed by Bilaspur (191). These two 
districts were at the bottom with respect to 
area under fruits and vegetables. Crop 
intensity in the tribal districts of Kinnaur and 
Lahaul-Spiti was quite low because most of 
the area in these districts remain undei snow 
during the winter season, due to which more 
than one crop cannot be raised in such areas. 
The correlation between area under fruits 
and vegetables, and crop intensity adjusted 
for area under fruits was -0.849 for all the 
districts and -0.534 for the non-tribal districts. 
The correlation between adjusted crop 
intensity and log values of per cent area 
under fruits and vegetables turned out to be 
-0.64 forthe non-tribal districts. This negative 
correlation may look spurious or coincidental 
if it results from the association of these two 
variables with some other variable(s) For 
instance, higher crop intensity in horti- 
culturally underdeveloped districts could be 
due to high pressure on land or due to smaller 
size of holdings. To examine to what extent 
adjusted crop intensity (ACIN) was 
influenced by share of area under fruits and 
vegetables (PAFV) and other variables like 
per capita net sown area (PCNSA), average 


size of operational holding (AVSH),andper 
cent of sub-marginal holdings in total 
holdings (PSMH), a set of following 
regression equations is estimated using the 
observations for 10 non-tribal districts: 
ACIN * 180.20 - 5.64* ln(PAFV) (5) 
(2.34) 

R 2 = 0.41* 

ACIN = 116.84 - 3.87 In(PAFV) 

(3.63) 

+ 29.10 In(PCNSA) (6) 

(43.81) 

R’ = 0.45. 

ACIN = 179.74 - 5.68* In(PAFV) 

(2.53) 

+ 2.27 In(AVSH) (7) 

(9.98) 

R 2 = 0.42. 

ACIN = 213.25 - 6.51* ln(PAFV) 

(2.81) 

- 9.33 In(PSMH) (8) 

(14.58) 

R 2 = 0.45. 

(Figures in parentheses are standard errors 
and * indicates that the estimate is statistically 
significant at 5 per cent level) 

It is observed from the above regression 
equations that allocation ol area to fruits and 
vegetables results in significant fall in crop 
intensity. Other variables like per capita net 
sown area, size of operational holdings and 
percent share of sub-marginal holdings in 
total holdings do not have significant effect 
on adjusted crop intensity. 

Evidence from Micro Data 

Crop intensity, among the sample 
panchayats, was lowest in Deothi panchayat. 

Table 2. Value Productivity of Imporfani Crop 
Groups in Himachal Pradesh. 1972/73-74/73 
and 1987/88-89/90. at 1989-90 Prices 


Tnenmum Avenuze Rs/Heciare 


1972-73 

1987-88 

Annual 


to 

to 

Growth 


1974-75 

1989-90 

Rate 




Per cent 

Cereals 

2992 

3206 

0.47 

Pulses 

3611 

879 

-5 04 

Oilseeds 

4307 

2332 

-2.74 

Condiment and 




Spices 

3727 

2515 

-2.17 

Vegetables 

15229 

23382 

3 57 

Fruits 

22706 

31084 

246 

All crops 

3709 

4688 

1 76 


Note: Value of output at farm Harvest prices in 
the state 


Table 1 . Vegetable Cultivation in Sample Panchayats in Solan District. 1992- i > 3 


Sample Pfcnchayau 

Particular 

Deothi 

Dharot 

Kotho 

Bhojnagar 

1 Net return from vegetable crops over cost Al Rs.* 
a Per vegetable acre 

25771 

11241 

8477 

9523 

b Per capita 

3445 

2736 

1639 

1053 

2 Share of vegetable in family income (percent) 

42.0 

40 5 

28.9 

13.6 

3 Per capita income Rs 

8202 

6753 

5885 

3816 


<t94 
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which was highly divmifiedwithTOpcct 
to off-season vegetable cultivation, on 
irrigated as well as unirrigated lands. The 
intensity of cropping was 144 per cent in 
irrigated land and 126 per pent in unimgated 
land (Table 5). Most intensive land use was 
observed at farms having cultivated land of 
less than or equal to one acre and least 
intensive land use was at farms having more 
than two acres land. Highest crop intensity 
was observed in Bhojnagar which was least 
diversified with respect to crop production. 
Crop intensity among farm size categories 
varied between 163 to 194 per cent with the 
average at 174 per cent. Crop intensity in 
Kothoand Dharot was 160 and 165 percent, 
respectively, and in both these panchayats 
it showed a sharp decrease with the increase 
in farm size. 

The primary data showed that crop 
intensity differed across panchayats, farm 
size categories and according to irrigation 
availability (Table 5). It is also observed 
(from the same tabic) that area under 
vegetable crops also differed according to 
panchayats. farm size categories and 
irrigation status. Now the question arises 
whether farm size, area under irrigation and 
location of panchayat themselves affect the 
crop intensity or whether they reflect the 
impact of variation in area under vegetables 
on crop intensity. To capture the effects of 
various factors multiple regression analysis 
was carried out usingthe following equation: 
CIN = B n + B,(SCH) + B,(PA1) 

B^PAV) + B 4 (D‘l) 

+ B, (D2) + B ft (D3) (9). 

where: 

CIN = Crop intensity measured hy the 
ratio of gross cropped area to net 
cultivated area. 

SCH = Size of cultivated holding, 
measured in acres, 

PAI = Per cent of total cropped area 
under irrigation. 

PAV = Per cent of total cropped area 
under vegetable crops, 

D t to D,= Dummy variables designating 
three out of the four sample 
panchayats, such as, 

D, =1 where the observation relates 
to Dharot panchayat and zero 
otherwise. Similarly D 3 and D, 
were used to designate Deothi 
and Kotho, respectively. 

The above equation was estimated for 
marginal, small, others, and aggregate of all 
farm categories. The results can be seen 
from Table 6. 

Results of the above econometric exercise 
provide a strong empirical evidence that, in 
general, crop intensity decreased with the 
increase in proportion of area allocated to 
vegetable crops. Adjusted R 2 in all the cases 
was more than 0.246 and statistical 
ficant at 1 per cent level. The sign of legres- 


siQncoctflcicmofpercemaM 
hies on crop intensity was negative in all 
cases and it was statistically significant at 5 
per cent or lower level at marginal and other 
farm size categories and in aggregate sample. 

There could be many reasons for decrease 
in crop intensity due to increase in area 
under fruits and vegetables which are cash 
crops in the state. Vegetables are mostly 
grown in off season and thus in many cases 
do not fit into the crop rotation having more 
than one crop in a year. Even if they fit, 
sometimes the profitability from rotation is 
lower than that trom single crop due to tight 
crop schedule of sowing and harvesting. 
Secondly, farmers growing fruits and 
vegetables as cash crops might care less to 
grow subsistence crops due to improvement 
in their income. Thirdly, opportunity cost 
of family labour at the farms growing the 
cash crops is high. Until acrop provides high 
return to justify allocation of family labour 
it would not be grown. 


' ’ tv v 

ImpariafVcpMib 

on Livestock Pressure 

The li vestock pressure in Indian Himalaya* 
is found to be excessive which is one of tte j 
major causes of ecological degradatioiMtiU 
Himalayas [Shah 1981]. Shah (19?%; 
advocated the reduction in livestock preM^ 
by replacing poor milch cattle by higbJ 
yielding improved cattle and by enoHira^ilg^ 
stall-feeding of animals. The results of our - 
field study show that livestock intensity waft 
highest in Bhojnagar panchayat which waM 
least diversified with vegetable crops, W&- 
lowest in Deothi which realised highest per ^ 
capita income from vegetables crops among; 
the sample panchayats (Table 7). Similarly ,i 
intensity of milch animals declined with the 
increase in income derived from vegetable: 
cultivation. Intensity of sheep and goats, 
which are fed mainly on grazing and are; 
considered harmful to forests, was many, 


Table 3: Districtwise Area under Horucdltural Crops. Aggregate Crop Productivity (TVP) 
and Growth of Aggregate Crop Output during Trienniums Ending 
1974-75 and 1989-90 in Himachal Pradesh 



Value of Agg 
Crop Output 
Rs Lakh/Yr 

Annual Per Capita 
Growth Crop 
Rate Output Rs 

Annual TVP Rs/Hec NS A Per C nt Area 
Growth Triennium under Fruit 

Rate Average and Vegetables 

Districts 

1972- 

75 

1987- 

90 

Percent 1972- 
75 

1987- 

90 

Percent 

1972- 

75 

1987- 

90 

1972- 

75 

iWF 

90 

Tribal Districts 
Kinnaur 

355 

778 

7.94 

673 

1133 

4.56 

4247 

10129 

8 28 

19.44 

Lahaul and Spin 

231 

588 

10.30 

297 

924 

14.07 

9293 

18726 

15.91 

41.59 

Nan-Tribal Districts 
Shimla 4930 

9959 

6.80 

1297 

2085 

4.05 

7310 

13232 

16.57 

26.81 

Kullu 

2297 

5063 

8.03 

1186 

1884 

3.92 

7004 

14065 

5.31 

12.62 

Solan 

2625 

3424 

2.03 

1138 

1071 

-0.39 

6091 

8235 

2.44 

4.80 

Siramur 

2728 

3555 

2.02 

1132 

1082 

-0.30 

6361 

8229 

3.36 

4.73 

Chamba 

1992 

2697 

2.36 

7 .8 

777 

-0.17 

4956 

6630 

1.80 

3.0B 

Mandi 

5089 

5955 

1.13 

1005 

864 

-0.94 

5922 

6227 

4.08 

5.94 

Kangra 

7605 

7679 

0.07 

929 

722 

-1.49 

6470 

6267 

1.32 

1.86 

Bilaspur 

192$ 

1719 

-0.72 

962 

644 

-2 20 

6181 

5401 

0.62 

1.00 

Hamirpur 

1952 

1987 

0.12 

708 

600 

-1 02 

4970 

5171 

0.33 

0.20 

Una 

2302 

2192 

-0.32 

873 

659 

-1.63 

5490 

4919 

0.86 

1.26 

HP 

34034 45596 

2.26 

975 

1000 

0.17 

6155 

7855 

3.98 

6.60 


Table 4: Districtwise Crop Intensity, Area under Fruits and Vegetables and 



Per Capita Net Sown Area, 1989-90 

• 

District 

Crop Intensity 

“HI— KcliaiSg 

Area Fruits 

Area under 
Fruit and 
Vegetables 

Per Capita 

Net Sown Area 
(Sq Metres) 

Tribal Districts 

Lahaul-Spiti 

105 

105 

41.59 

922 

Kinnaur 

114 

127 

19.44 

1530 

Nan-Tribal Districts 

Shimla 

144 

158 

26.81 

1315 

Kullu 

158 

171 

12.62 

1420 

Solan 

in 

167 

4.80 

1528 

Sirmaur 

179 

182 

4.73 

1492 

Mandi 

171 

174 

5.94 

1235 

Chamba 

157 

159 

3.08 

1333 

Kangra 

177 

178 

1.86 

1103 

Bilaspur ' 

190 

191 

1.00 

1222 

Hamirpur 

193 

193 

0.20 

1061 

Una 

164 

164 

1.26 

1271 

HP 

168 

172 

6.60 

1258 
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limes higher in Bhqjnagar compered to the 
panchayats having high level of dtversi- 
, fication through vegetables. Thus, it can be 
fttferred that the agricultural diversification 
through vegetable cultivation resulted in a 
couple of ecologically desirable conse¬ 
quences, like (i) reduction in livestock 
pressure and, (ii) reduction in number of 
sheep and goats and thus grazing incidence. 

Use op Organic Manure 

Vegetable crops require soil with rich 
organic matter. Therefore, the producers have 
to insure sufficient availability of farm yard 
manure for vegetable crops. In our sample, 
application of FYM to vegetable crops was 
two to six times as much as to other crops. 
Based on this one can argue that expansion 
of vegetable cultivation would require 
increase in livestock population to meet the 
increase in demand for FYM. Interestingly, 
die results of our field study indicate that 
the application of organic manure i n di fferent 
panchayats was inversely proportional to 
the livestock density (Table 8) 

This raises the question that how higher 
amount of organic manure (FYM) was 
available where density of animals was lower. 
This was due to many factors. One, with the 
increase in the level of economic 
development, due to adoption of vegetable 
cultivation, the number and proportion of 
stall-fed animals in total stock increased and 
the grazing incidence got reduced; both of 
which resulted in increased availability of 
animal dung even when number of animals 
kept was less. It is worth mentioning here 
that availability of animal dung depends as 
much on the duration for which animals are 
taken out for grazing as on their number. 
If animals are taken for grazing for most of 
the time then most of their dung would be 
lost on hillsides and get washed away to 
rivers rather than reaching the crop fields. 
Secondly, due to economic incentive, 
vegetable growers were induced to convert 
large quantity of other biomass like tree 
leaves and crop residue to FYM. Such 
conversion is easily done in two ways: (a) 
by storing the biomass with animal dung; 
and (b) by using dry leaves of trees and 
grasses as litter in animal sheds todecompose 
these with animal excreta. Thus higher 
requirement of vegetable cultivation for 
organic manure encourages replacement of 
grazing incidence and animals by stall-fed 
practices and animals, and use of biomass 
in agricultural lands. ^ 

Vegetable Cultivation and 
Use of Staking 

Plants of vegetable crops like tomato and 
peas are provided with physical support 
through staking, to let the plants climb on 
these supporting material. 7 Branches and 


purposes, without causing damage to trees. 
The fanners incur cost on such material 
gathered from forest in terms of labour time 
spent in cutting and bringing the produce. 
The labour time, in a area where vegetable 
cultivation is taken, is quite valuable and 
vegetable growers are likely to shift to the 
use of alternative material made available 
to them at a reasonable cost. The second 
point related to the use of forest vegetation 
as staking is that only a fraction of it is 
attributable to vegetables. The staking 
material is subsequently used as fuelwood 
and therefore the quantity of staking reused 
as fuelwood would have been extracted from 
forests for fuelwood even otherwise. 

VI 

Packing Cases Requirement 
and Deforestation 

Most of the fruits and vegetables produced 
in the state are packed in wooden cases for 
their safe transport to the markets. The major 
chunk is used in the case of apples which 
constitute more than four-1 ifths share of the 
total fruit production in the stale. Some of 
the vegetables like tomato and capsicum 
cannot be packed in ordinary packing 
material like gunny bags to transport these 
to distant markets without any damage. So 
they are also packed in wooden boxes. The 
demand for packing cases is a challenge to 
the strategy to develop the state by 
diversification through fruits and vegetables 
cultivation. 


Table S* Croc Intensity and Area under Vegetables at Irrigated and Unirkigated 
Lands at Sample Farms, Solan District 


Panchayat and 
Size Class 

Total Crop 
Area Irri 
(Percent) 

Share of 
Veg in Irri 
Area 

(PerCent) 

Share of 
Veg in Unirri 
Area 

(Percent) 

Shore 
of Veg in 
TCA 

(PerCent) 

Crop Intensity (Per Cent) 
Irri Unirri Total 

Dharot 

Marginal 

38 19 

98 40 

49.09 

67 92 

191 

173 

180 

Small 

57 33 

84 71 

35.19 

63 58 

183 

162 

173 

Other 

53 75 

92 71 

21 33 

59 71 

161 

127 

144 

All 

50 50 

90 38 

36.56 

63.73 

177 

154 

165 

Deothi 

Marginal 

63.53 

73.42 

6.04 

48.85 

178 

151 

167 

Small 

55.68 

71.46 

5.51 

42.23 

131 

150 

139 

Other 

48.00 

59.90 

0.77 

29 15 

136 

115 

124 

All 

53.16 

66.12 

2.64 

36.39 

144 

126 

135 

Bhojnagar 

Marginal 

0.71 

- 

12.09 

12.01 

- 

185 

184 

Small 

4.04 

77 78 

4.91 

7.86 

138 

197 

194 

Other 

21 41 

14.24 

3.62 

5.89 

168 

161 

163 

All 

13.36 

20.62 

5.14 

7.21 

164 

176 

174 

Kotho 

Marginal 

4.64 

23.81 

37.67 

37.03 

191 

193 

193 

Small 

6.42 

69.05 

28.66 

31.26 

140 

159 

157 

Other 

11.59 

100.00 

39.67 

46.67 

263 

140 

148 

All 

8.15 

81.29 

35.32 

39.06 

204 

157 

160 

Aggregate 

Marginal 

28.74 

80.86 

30.43 

44.92 

183 

179 

180 

Small 

25.61 

79.20 

17.00 

32.93 

158 

173 

169 

Other 

30.60 

58.03 

14.28 

27.67 

156 

141 

145 

All 

28.61 

68.85 

18.51 

32.91 

160 

158 

159 


- Negligible area under irrigation. 


twigs of trees and bushes arethemainmateria] 
used as staking. Usually, these requirements 
are met from forest vegetation and in a few 
cases from own forestry or agio forestry 
trees. The staking material is normally used 
for two crop seasons after which the woody 
materia] which does not decompose is used 
as fuelwood. Though only branches of trees, 
without felling the trees, are used for this 
purpose, there is a feeling, especially among 
environmentalists, that use of forest 
vegetation as plant support in vegetable crops 
is depleting forest vegetation. It is asserted 
that the damage to forest vegetation would 
assume serious proportion when large area 
would come under vegetable cultivation 
which would use staking from forests. 

Though the staking material is used in 
some vegetables like tomato, beans and peas, 
staking are not essentially required from 
forests. Secondly, except crops like peas and 
beans, the other vegetables like tomato, in 
plains region, are grown without using 
staking which shows that use of staking is 
not essential in all vegetables. Even if plant 
support is required the use of forest vegetation 
for this purpose can bechecked by developing 
some alternative staking structures of material 
like plastic. These materials should be 
supplied at concessional rate to provide 
incentive to shift from use of forest vegetation 
for staking. 

As per the existing forest law, local people 
are entitled to use branches of mature trees 
for their own use, t e, for non commercial 
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Tilt late 1980s the packing cases 
requirement for fruits and vegetables was 
met by extracting timber from the state’s 
forests This had put severe strain on state’s 
forest wealth, and the cultivation of those 
tnnts and vegetables, which necessitated 
felling of trees in the forests, came under 
severe attack As a result, the strategy to 
develop Himachal Pradesh through 
horticulture has been questioned by many 
observers On one side, it is found that traits 
have a great potential to develop some areas, 
and off-season vegetables possess similar 
potential to develop most of the areas of the 
state, and on the other side, there is an 
imminent fearof depletion of forest resources 
if packing cases requirement of these crops 
are met from the state’s forests Now the 
problem is how to reconcile these opposing 
interests Should vegetable and fruit 
cultivation be abandoned so that there is no 
adverse effect on forests, or should the 
cultivation of these crops be given priority 
due to economic contribution and 
environment consideration should be 
subservient to economic needs 1 Does 
cultivation of fruits and vegetables 
necessarily involve deforestation ; Lastly 
arc there some alternatives by following 
which the development goals can be achieved 
without sacrificing or causing loss to 
environment and the conflict between 
increasing horticultural production and 
ecology can be avoided 9 

State s Response 

Till 1981 82, felling of forest trees to meet 
packing cases requirement was not strictly 
regulated From 1982 83 onwards with an 
urge to preserve foicsts and ensure scientific 
extraction the task of supplying the timber 
in Hu s iw mills was entrusted to the State 
Forest Corporation [Negi 1987} The State 
Forest Corporation used to charge 
concessional rates much lower than the 
market rate, from saw millers who in turn 
were required to supply packing cases to the 
growers at a rate much lower than the actual 
pnee of wood used for packing cases In a 
way the growers were receiving packing 
cases at a subsidised rate than what would 
be the actual price of packing cases Even 
this did not help much and felling of forest 
trees continued at a more or less same pace 
The State Forest Corporation prepared an 
estimate to fell 65,000 fully grown trees to 
meet the requirement of packing cases during 
the year 1988 which gives an idea about 
the deforestation to meet demand forpacking 
cases 

Initially forest species like Fir and Spruce 
were used to meet packing cases but as they 
became scarce the axe started falling on 
more precious tree species It is worth noting 
that most of the tree species growing in 
forests are slow growing and not easily 


renewable It takes around 120 150 years to 
regulate the production and consumption 
cycle of these Himalayan timbers (Negi, 
1987) The depleting stock of forest and 
rising demand tor packing cases exerted 
pressure to find some alternative for pro¬ 
viding packaging materials As a result the 
state introduced corrugated paper board 
cartons as an alternative to wooden packing 
cases The price of cartons was kept lower 
than wooden boxes There was a good 
response to replace wooden boxes by 
corrugated paper board cartons during the 
mid-1980s Then it was found that local 
manufacturers of the cartons were not able 
to supply the cartons of required speci 
fication To overcome this problem a 
corrugated paper board carton manufacturing 
unit was set up in apple growing area of 


Shmda district during tale 1980s In the 
meantime, the producers as well as the traders 
in the market found that the cartons, which 
were procured from private manufacturers, 
could not withstand the pressure and other 
transportation hazards Since apple marketing 
was done during the rainy season, cartons 
often absorbed moisture and collapsed Also 
the traders in major markets did not prefer 
the produce in cartons which were less 
durable than wooden cases 

Farmers’ Innovation 

During the late 1980s, due to shift in 
preference back to wooden cases, the growers 
faced difficulty in getting sufficient number 
of wooden packing cases made of timber 
extracted from the state's forest while, at the 
same time the neighbouring states of Punjab 


Table 6 Factors Affpcting Crop Intfnsity at Different 
Farm Size Categories Solan District 


Independent Variable 
and Other Particulars 

Marginal Farms 

Small Farms 

Other Farms 

Aggregate 

1 Intercept 

28311* 

t 8486* 

2 0173* 

21680* 

(1663) 

(868) 

(V 64) 

(27 10) 

2 Per cent area 

-0 0241 

-0 2335 

-0 0747 

-0 0675 

under irrigation 

(0 15) 

(148) 

(041) 

(071) 

3 Per cent area 

-0 8444* 

-0 3883 

-0 8334** 

-0 5915* 

under vegetables 

(3 86) 

(143) 

(212) 

0 79) 

4 Sirt of 

-0 6954* 

-0 0783 

-0 0695* 

-0 1305* 

cultivated Holding 

(4 19) 

(068) 

(2 83) 

(8 18) 

5 D 

0 0038 

0 3573* 

-0 0649 

00640 


(0 03) 

(278) 

(0 39) 

(0 80) 

6 D 

-0 2239 

-0 0653 

-0 3532** 

-0 2102* 


(161) 

(051) 

(2 27) 

(2 58) 

7 

-O 3610* 

0 2679** 

-0 1517 

-0 0393 


(290) 

(243) 

tO 80) 

(0 50) 

8 AdjR 

0 246* 

0 287* 

0 260* 

0 278* 

9 No of observations 

120 

98 

80 

298 


* Indicates the coefficient is significant at J per cent level 

** Indicates the coefficient is significant at 5 per cent level 
Note Figures in parentheses are estimated t values 


Table 7 LivFsrocx Ownership Pattern and Intensity in Relation to Stark of Vegetable 
Cultivation ai Sample Househoi ds in Soi an District 


Particular 

Deothi 

Dharot 

Kotho 

Bhojnagar 

Total livestock 

Per aue net sown area 

3 30 

4 07 

4 15 

497 

Per acre NS A and grassland 

I 21 

1 34 

142 

3 20 

Per 100 persons 

76 67 

79 06 

101 71 

173 42 

Milch animals 

Per acre net sown area 

1 32 

1 90 

1 85 

157 

Per acre NS A and grassland 

0 49 

063 

0 63 

101 

Per 100 persons 

t0 81 

36 97 

4S 19 

54 75 

Sheep and goats 

Per acre net sown area 

081 

0 38 

0 83 

244 

Per acre NS A and grassland 

0 30 

013 

0 28 

157 

Per 100 person* 

18 95 

7 47 

20 22 

85 22 

Household keeping sheep/goats (per cent) 

25 Vt 

24 00 

35 62 

57 33 

Per capita income from vegetable crops Rs 

3445 

2736 

1639 

1053 

Shore of income from vegetable crops in 

family income (per cent) 

42 0 

405 

28 9 

136 

Per capita incomt 

8202 

6757 

5885 

3816 

UseofFYM (qtl/acre) 

In vegetable *.rops 

192 

78 

82 

26 

In other crops 

32 

15 

40 

40 

In all crops 

90 

58 

56 

15 , 
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poplar timber. During these yean large- 
kp tRie forestry plantation on private land in 
Jlbyana and Punjab had come to maturity 
Ji;<Hid their prices were facing a crash” The 
ij;.jdemand side crisis in Himachal Pradesh and 
^ittppty side crisis in Punjab and Haryana led 
? : jtb the emergence of idea to use eucalyptus 
poplar timber produced in plains, for 
'packing cases in apple. Following this, the 
^mutually beneficial trade in supplying 
y wooden packing cases or timber from plains 
.to Himachal Pradesh developed quickly, 
^fthc demand for packing cases from the 
| neighbouring state at that juncture came as 
,;',0 blessing for the tree growers of Punjab and 
^ Haryana. It was discovered that the packing 
jr cases prepared from timber from plains turned 
dit to be much cheaper than the subsidised 
^ price charged by the State Forest Corporation. 

In a very short span of time, most of the 
^growers shifted to buying packing cases 
$'made of wood supplied from plains and now 
i: the stage has reached when almost entire 
| demand for wooden packing cases is met 
| from the timber produced on private lands 
(in states of Punjab and Haryana. This is a 
| classic example of interdependent regional 
^development whereby the demand for 
" packing cases is providing a good market 
for agro forestry of Punjab and Haryana and, 
in turn, the timber supplies from the plains 
jj .havechecked the depletion of forest resources 
of the hill state caused by development ofhorti- 
5 .* culture sector. But forthe demand for packing 
I, cases from Himachal Pradesh, agroforestry 
| or forestry on private lands in Punjab and 
Haryana would have faced serious crisis. 
Demand for packing cases in the state till 
|the late 1980s was met by felling thousands 
L of forest trees every year which undoubtedly 
f led to some degree of ecological degradation. 
jjjrThe pertinent question is: why the present 
j^type of arrangement of wood supplies from 
iplains was not conceived earlier to avert the 
^conflict between ecology and economic 
^development? There are many reasons for 
| this, which are described below: (a) in the 
* initial years of expansion of horticulture it 
■ /was not difficult to meet the limited demand 
l(for packing cases from the State's forest 
j /which were thickly forested; (b) some of the 
> development departments and officials 
^concerned with the horticulture development 
I'wereof the view that packing material should 
Jbe produced/derived from the same region 
j^Whete it is demanded or is to be used; (c) 
IjjHiere was also a strong vested interest in 
^meeting packing cases requirement trom the 
| State's forest. Provision to fell trees for 
|ttapplying wood for packing cases provided 
yipope to fell many more trees than those 
jhMeded to meet the demand for packing 
VPAites. This provision was misused especially 
^ariMen felling of trees was strictly restricted 
any other purpose; (d) the first big lot 
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of agroforestry plantation in Punjab and 
Haryana came to maturity in mid-1980s and 
the pace of supply continued thereafter, and 
(e) some packaging experts in the state had 
created an illusion that the tree species (like 
eucalyptus) were not suitable for packing 
cases because, according to them, thin billets 
prepared from these species ruptured during 
nailing. Therefore, such experts pleaded that 
demand for packing cases was to be met 
from the stale's forests only. 

During the recent years either the timber 
from plains as such is supplied to saw mills 
in Himachal Pradesh, or, packing cases made 
in plains are supplied; and there is no pressure 
on state's forests for timber supply for 
packing cases. In fact, the fast growing tree 
species like poplar and eucalyptus grown in 
plains takes less than one-tenth of the time 
required by the forest species grown in hill 
region, to produce same quantity of timber 
usable for making packing cases. It was 
mainly due to this factor that the packing 
cases supplied by private traders are cheaper 
than the subsidised packing cases supplied 
through public agencies. 

According to experts, one tonne of 
horticultural produce requires about 1 to 
1.25 cubic metres of timber for packing 
cases. According to the estimate provided 
by Negi (1987) the requirement of wood for 
the conversion into packing cases lor apple, 
other fruits and vegetables at optimum 
production by the turn of the century will 
be around 6 lakh cubic metres. A mature 
poplar or eucalyptus tree yields between 
1-2 cubic, metres of timber which can be 
used to prepare packing cases. Assuming the 
lower figure that one poplar tree would 
supply I cubic, metres of wood. 6 lakh trees 
of poplar or alike species are required to he 
harvested annually to meet the requirement 
of 6 lakh cubic metres wood. Under compact 
planting 200 poplar trees per acre or about 
500 trees per hectare are planted, when no 
intercropping is done. The tree matures in 
8 years and it is reported that there is 10 per 
cent mortality. For a conservative estimate, 
we assume 15 percent mortality and assume 
nine years period for maturity. w Thus, at the 
end of 9 years, one hectare of poplar 
plantations in Punjab, Haryana and plains 
of western UP would provide 425 fully 
grown trees or 425 cubic, metres of wood. 
Further, assuming one year lag in replanting 
of poplar on the same land, the tree rotation 
including one year to keep the land fallow 
comes out to be 10 years. 

This way, total wood requirement of 
packingcases in the year2000ADat optimum 
level of horticulture production would be 
fully met from poplar plantation on 1411 
hectares of land. Multiplying this area figure 
with the tree rotation of 10 years shows that 
the entire demand for packing cases would 
be met on a continuous basis by having 


poplar plantation on 14,110 hectares area, 
with one-tenth the area planted and harvested 
in each year. This area is not too big forthe 
plains states of Punjab and Haryana. This 
much area for poplar plantation is also easily 
available within the state of Himachal 
Pradesh on the river beds, sides of nullahs 
and in the districts of Una, Solan and Sirmaur 
adjoining the plains. 

If we look at the number of trees planted 
in Punjab during the last 5 to 6 years, which 
can supply timber for packing cases, the 
demand for packing cases should not pose 
any serious challenge in the near future. 
Only cause of worry is that forestry 
plantations on private lands are on a decline, 
after attaining peak during 1986-87, because 
the tree growers are not getting remunerative 
price for their produce whenever there is 
excess supply. 

This tabic shows that large-scale 
plantations of forestry were done on private 
lands in Punjab during mid-1980s, after 
which the trend showed a decline. Most of 
the trees planted on private land are of 
cut .. plus and poplar which are fast growing 
and high yielding timber species. Though 
published estimate for Haryana, the other 
state bordering Himachal Pradesh, are not 
available, but visit to the countryside of 
Haryana shows that forestry plantation in 
that state are as commonly found as in Punjab. 
Since the maximum number of trees required 
to meet packing cases requirement of the 
state of Himachal Pradesh is around 6 lakhs, 
assuming 1 cubic metre timber per tree, this 

Table 8: Application of Farm Yard Manure to 

Vegetables and Other Crops and Livestock 
Density in Sample Panciiayats 

(FYM ifUirttil per acre) 


Panchayats Vegetable Other All Livestock 
Crops Crops Crops Density/ 
At nr 

Deothi 

192 32 90 2.32 

Dharot 

78 15 58 2.51 

Kotlio 

82 40 56 3.01 

Btiojnagar 

26 14 15 3.19 

Aggregate 

104 24 50 2 76 

Table 9: Number op Trees Planted in Punjab 
on Private Land 

Year 

No of Trees Planted (lakh) 

1970-71 

24.60 

1975-76 

29.83 

1980-81 

67.12 

1985-86 

351.32 

1986-87 

355.95 

1987-88 

277.78 

1988-89 

26107 

1989-90 

187.70 

1990-91 

132.48 

1991-92 

114.11 

1992-93 

81.10 


Source: Statistical Abstracts of Punjab. 
relevant issues. 
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requirement does not appear to pose any 
formidable challenge in the near future in 
the wake of forestry plantations done in the 
adjoining plains. However, if the declining 
trend in forestry plantation is not checked 
then there would be problem of meeting the 
packing cases requirement. 

If government wants to ensure enough 
supply of packing cases without touching 
the trees in the state*$ forests, it should do 
some advance planning because production 
of timber involves gestation period of eight 
to 12 years depending on the type of species. 
The state of Himachal Pradesh should first 
explore the potential of producing poplar 
trees in state's plain region, like parts of 
districts Solan, Una, Kangra and Sirmur and 
on river beds across nullahs and khads and 
encourage plantation on the suitable sites. 
The balance requirement can be easily met 
• by entering into forward contracts with some 
farmers in plains for supply of timber. Such 
contracts between farmers and some private 
companies like WIMCO are quite common 
in the plains state. 

Concluding Remarks 

The findings of our study show that 
. externalities related to fruits and vegetable 
cultivation in Himalayan region have both 
positive as well as negative ecological 
implications. The externalities on negative 
side like damage to forest wealth to meet 
packing cases and staking requirement stems 
largely due to the lack of will to tackle these 
and due to wrong and vested policy. As we 
have demonstrated in our study, there are 
effective ways to counter the negative 
externalities, some of which have been 
evolved by innovative farmers themselves. 
Demand for packing cases is no more met 
from the timber from the State's forests. 
Staking are used for some vegetable crops, 
but most of the staking material subsequently 
serve as fuelwood. Diversification through 
horticultural crops resulted in positive 
externalities like reduction in crop intensity, 
soil credibility, livestock pressure and 
grazing incidence, and income improvement, 
all of which have favourable ecological 
implications. If one visits the forests around 
various villages, one would find that the 
forests in the vicinity of horticulturally less 
developed and economically backward 
villages are more depleted than the forests 
in the vicinity of villages which have 
developed through diversification by fruits 
and ’ vegetable crops. Agricultural 
diversification through horticultural crops 
offers vast potential to ameliorate socio¬ 
economic conditions of the people of 
Himalayan region which would result in 
favourable impact on ecology because, in 
our opinion, low income and poverty are the 
major cause of natural resources and 
ecological degradation. 


Nofas 

[The paper is drawn from the larger study 
'Agricultural Diversification in Himachal Pradesh: 
Potentials and Prospects', 1995, Institute of 
Economic Growth, Delhi. The author is grateful 
to B D Dhawan, Kanchan Chopra, Dayanatha Jha 
and Setverajan for reading the earlier draft of the 
paper. We have benefited from the comments of 
the participants in the 'International Seminar on 
Natural Resources: Management and their 
Linkages with Farming System', June 8-9.1995. 
Y S Parvnar University of Horticulture and 
Forestry. Solan, HP, where an earlier version of 
this paper was presented ] 

1 See Jodha 1992, p5. 

2 The term off-season vegetables refers to those 
vegetables which in the hills ore grown in a 
season different than their main growing season 
in the plains, such that, the hill produce reaches 
market when there is severe shortage of fresh 
vegetables, and fetches sufficiently high price. 

3 See the article 'Don't Bite that Apple’, in 
Down to Earth . Vo! 1, No 20. March 15.1993 
and Vir Singh 1989. According to AERC 
Shimla about 20 per cent of wood felled in 
Himachal Pradesh was used for making packing 
cases for fruiLs and vegetables produced in the 
state, and the packing cases requirement was 
estimated to exceed wood availability by 250 
per cent in 1996 [quoted in Dev 1994]. 

4 Though Himachal Pradesh horticulture is 
known to outside world for its apple, off season 
vegetables have emerged as a important 
alternative for improving economy of the 
people. While fruit cultivation has ushered in 
a sort of horticultural revolution in the temperate 
belt, it does not enjoy any comparative 
advantage in most of the areas in non-temperate 
belt. Further, except apple, no other fruit has 
brought notable improvement in economy of 
the producers or the producing areas, and. due 
to its specific agroclimatic requirements, apple 
cultivation is confined to temperate belt, and 
it seems technically not feasible to grow apple 
on about 85 percent of cultivated area m the 
state. However, within horticulture, 
diversification through offseason vegetables 
possesses great potential in most of the areas 
of the state. 

5 In the hills, villages are usually very small and 
in most cases having around a dozen house¬ 
holds. Therefore, number of villages are requir¬ 
ed to be selected to ensure sufficient number 
in the sample. It was found that the panchayat 
village in the state of Himachal Pradesh consists 
of cluster of contiguous villages and represents 
roughly uni form size of population. Therefore, 
panchayat village was considered more relevant 
than individual village for selecting the sample 
for the primaiy study. 

6 The tribal districts, Kinnaurand Lahaul-Spiti, 
are distinctly different than the other districts 
in almost all respects. Therefore, clubbing 
tribal and non-tribal districts, in most of the 
coses, distorts the analysis. It is desirable in 
such cases to treat tribal and non-tribal districts 
separately. 

7 This type of plant support ensures more air and 
sunshine to plants, which results in higher 
vegetative growth and yield The plant support 
also prevents the damage to vegetative fruit 
due to the. ground contact. 

8 The farmers of Punjab and Haryana who had 
planted forest trees were blaming the extension 
agencies of the state for misleading them to 
grow such commodity which did not have 


sufficient demand m the region. There ire 
pressure on the state go v ern m ents to gj 
support price for the timber andPunjabtt 
had to concede this demand. 

9 For details see Kapur, Undated. 
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PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1996 

NOTES 

1996 

1995 

INCOME 

Interest earned 

Other income 

14 

15 

1,112,370 

189.886 

937,415 

34,710 



1,302,236 

992,123 

EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and 
contingencies 

16 

17 

965,416 

117,605 

132,069 

442.660 

112,930 

266,397 


\ 

1,215,090 

821,987 

PROFIT 

Net profit for the year 
Profit brought forward 

1(7) 

87,166 

299,738 

170,138 

123,648 



346,924 

293,786 

APPROPRIATIONS 
Transfer to statutory 
reserve 

Remitted to Head Office 
Balance earned forward 


17,433 

109,648 

219,843 

34,028 

239,758 



346,924 

293,786 


The accompanying notes are an integral part of this statement. 


BALANCE SHEET AS AT MARCH 3i 

1, 1996 


NOTES 

1996 

1995 

CAPITAL AND 
LIABILITIES 

Capital 




2 

136,492 

156,492 

: Reserves and surplus 

3 

332,719 

355,201 

. Deposits 

4 

6,127,717 

5.476,422 

Borrowings 

5 

1,115,926 

1,227,162 

Other liabilities and 




provisions 

6 

639,441 

667,067 

TOTAL 


8,392,295 

7,882,344 

Assets 

* Cash and balances with 




Reserve Bank of India 7 
Balances with banks and 

355,170 

699,460 

money at call and 




short notice 

8 

887,513 

323,385 

Investments 

I (3) ft 9 

1,686,474 

2,022,071 

Advances 

1 (4) ft 10 

4,912,705 

4,128,508 

f Fixed assets 

1(5) ft 11 

23,005 

22.867 

Other assets 

12 

527,428 

686,054 

TOTAL 


8,392,295 

7,882,344 

( Contingent liabilities 

13 

16,940,171 

9,997,716 j 

* Bills for collection 


386,486 

75,063 


The accompanying notes are an integral put of thisstatement. 
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jS] CREDIT LYONNAIS 


[USy INDIAN BRANCHES 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1996 

(Ampant in thousands of INR) 


1 Summary of Significant Accounting Policies 
1. General 

The accompanying financial statements have been prepared on the 
historical cost basis and conform to the statutory provisions and 
practices prevailing in the country 

2 Transactions involving foreign exchange 

a Monetary assets and liabilities have been translated at the 
Foreign Exchange Dealers' Association of India exchange 
rate prevailing at the close of the year 
b Income and expenditure items have been translated at the 
exchange rates prevailing on the date of the transaction 
c Profit or loss on outstanding forward contracts have been 
accounted on an accrual basis 

d Swap cost incurred on Foreign Currency (Non-Resident) 
(Banks) deposits have been accounted as Interest on Deposits 
as per the FEDAI circular ref 84 VRevaluation/SPL 48/% 
dated 08 05% 

3 Investments 

a. SLR Investments 

Investments in Securities approved for the purpose of maintaining 
Statutoiy Liquidity Ratio held as Current Investments are 
marked to market every quarter and valued at the lower of cost 
or market value or yield to maturity at rates specified by 
RBI Circular No DBOD BP BC 44/21 04 048/96 and 
BP BC 4V2I 04 048/96, both dated 6th April 19% 
b Other Investments 

Valued at lower of cost of acquisition or market value or yield 
to maturity at rates specified by RBI Circular No DBOD 
BP BC 44/21 04 048/% and BP BC 43/21 04 048/%, both 
dated 6th April 19% 

4 Advances 

a Provisions for doubtful advances have been made to the 
satisfaction of the auditors 

i In respect of identified advances, based on a periodic 
review of advances after taking into account the 
portion of the advances, guaranteed by the Export 
Credit and Guarantee Corporation and similar statutory 
bodies and guidelines issued by the Reserve Bank of 
India 

ii In respect of general advances, based on Management's 
estimate of potential exposure and taking into account 
guidelines issued by the Government of India and the 
Reserve Bank of India 

b Provisions in respect of doubtful advances have been deduct 

ed from advances to the extent necessary and the excess has 
been included under "Other Liabilities and Provisions" 
c Advances are shown net of bills rediscounted under the New 
Bill Market Scheme of the Reserve Bank of India 

5. Fixed Assets 

a Fixed assets have been accounted at their historical cost 
b Depreciation has been provided on the straight line method at 

the following rates per annum 

- Furniture and fixtures 10% 

- Computers 25% 

- Other equipment 20% 

- Vehicles 20% 

6. Staff benefits 

The Indian branches have entered into an Employees* Group 
Superannuation Scheme with the Life Insurance Corporation of 
India for providing retirement benefits to employees Gratuity is 
accounted on settlement 


Net profit 

The net profit disclosed in the Profit and Loss account is after 
a provisions for taxes on income in accordance with statutory 
requirements 

b provisions? for doubtful advances 

c adjustments to the value of current investments 

d Other usual and necessary provisions 

The Capital Adequacy Ratio of the Bank as at March 31. 19% as 

computed under guidelines of the Reserve Bank of India vide 

Circular No DBOD No BP BC 117/21 01 002/92 dated 22 04 92 

and as amended subsequently is 7 47% 


2 Capital 
Capital 

Deposit kept with the 
Reserve Bank of India 
under Section 11 (2) of the 
Banking Regulation 
Act. 1949 

3 Reserves and Surplus 
Statutory reserve 

Opening balance 
Additions dunng the year 

Balance in profit and 
loss account 

4 Deposits 
In India 

I Demand deposits 
(i) From banks 
(it) From others 

II Savings bank deposits 

III Term deposits 
(i) From banks 
(u) From others 


5 Borrowings 
In India 

(i) Reserve Bank of India 
(n) Other banks 
(in) Other institutions 
and agencies 


Outside India 


Secured borrowings 
included above 


156,492 


98,500 


95,443 

J7.433 

112,876" 

219,843 

332,719 


1,722 

569,570 

24.425 


5,532,000 


6,127,717 


529,403 

584.350 


1,113,753 


1,115,926 


156,492 



1,544 

681,231 

32,446 


4,761,201 


5.476,422 


208,930 

559,449 

230,000 


998,379 


1,227,162 
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*1 CREDIT LYONNAIS 

M3M INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31 , 1996 

(Amount in thousands of INR) 


6. Other Liabilities and 
ProWihmn 
Bills payable 

Inter-office adjustments (net) 

Interest accrued 

Others (including provisions) 


Reserve Bank oflndia 

Cash in hand (including 
foreign currency notes) 
Balances with Reserve 
Bank of India 
In current account 


and Money at Call and 
Short Notice 
In India 

(i) Balances with banks 

In current accounts 

(ii) Money at call and 
short notice with 
banks 


Outside India 
In current accounts 


In India 

Government securities 
Other approved securities 
Shares 
Others 


1996 

1995 

258,999 

141 

85,054 

315,247 

261,078 

48,894 

357,095 


667,067 

3,276 

2,232 

351,894 

697,228 

355,170 

699,460 

280,876 

314,491 

280,876 

314,491 

606,637 

8,894 

887,513 

323,385 

1,520,263 

3,814 

64,717 

97,680 

1,883,955 

4,011 

36,425 

97,680 

1,686,474 

2,022,071 




10. Advances 
(a) Bills purchased and 
discounted 

Cash credits, overdrafts 
and loans repayable 
on demand 
Term loans 


(b) Secured by tangible assets 
Covered by bank/ 
Government guarantees 
Unsecured 


Advances in India 
Priority sectors 
Public sector 
Banks 
Others 


Advances outside India 
Due from banks 
Due from others 
Bills purchased 
and discounted 


11. Fixed Assets 
Other than premises (including 
furniture and fixtures) 

Cost—beginning of the year 
Additions during the year 
Deductions during the year 


Depreciation to date 


12 . Other Assets 
Inter-office adjustments (net) 
Interest, accrued 
Tax paid in advance/tax 
deducted at source 
Others 


225,384 

1,887,499 

2.799,822 


4,912,705 


4,350,984 

210,466 

351,255 


4,912,705 


774,280 

4,138,425 


4,912.705 


45,520 

(-22,515) 


23,005 


253,362 


1,429,262 

2,445,884. 



4,128.508 


513.641 

44,660 

3,569,660 


4,127,961 



26,137 

14,190 

(-1,803) 


38,524 

(-15,657) 


22,867 


* 

24,681 

106,049 

139,604 

23,324 

27,760 

398,055 

494,009 

527,428 

686,054 
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Al CREDIT LYONNAIS 


\Knm\ INDIAN BRANCHES 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1996 

(Amount m thousands of INR) 


13 Contingent Liabilities 

Liability on account 
of outstanding forward 
exchange contracts 
Guarantees given on 
behalf of constituents 
In India 
Outside India 

Acceptances, endorsements 
and other obligations 
Bills of exchange 
rediscounted 

Underwriting commitments 
Disputed tax demands 


14 Interest Earned 

Interest/discount on 
advances/bills 
Interest on investments 
Interest on balances with 
RBI and other 
inter-bank funds 
Others 


15 Other Income 

Commission, exchange 
and brokerage 
Profit on sale of 
investments 
Loss on sale of 
investments 
Profit on sale of assets 
Loss on sale of assets 
Income on exchange 
transactions 

Expenditure on exchange 
transactions 
Miscellaneous income 


12,616,204 


1,280,196 

566,289 

2,283.350 

194,132 


16,940,171 


841,928 

215,798 


50,173 

4,471 

1,112,370 


102,778 

40,960 


33,272 


12,910 


189,886 


7,342,601 


694,244 

941,372 

775 502 

201,497 

22,500 

20,000 

9,997,716 


638,115 

286,717 


937,415 


49.787 


144,792 


(-152,419) 

6^907 

54,710 


16 Interest Expended 

Interest on deposits 
Interest on Reserve Bank 
of India/inter-bank 
borrowings 
Others 


759.326 


156,964 

49,126 

965,416 


17 Operating Expenses 

Payments to and provisions 
for employees 
Rent, taxes and 
lighting 

Postage, telegrams, 
telephones, etc 
Repairs and maintenance 
Depreciation on 
bank's property 
Printing and stationery 
Insurance 
Advertisement and 
publicity 
Law charges 
Auditors* fees and 
expenses 
Directors' fees, 
allowances and 
expenses 

Other expenditure, 
including Head Office 
expenses—Rs 13,517 
(previous year— 

Rs 20,269) 


34,830 


52,198 


117,605 


210,457 


213,036 

19,167 

442,660 


24,709 


60,440 


112,930 


18 Previous year's figures other than Swap Costs have been 
regrouped and reclassified wherever necessary to make them 
comparable with current figures 
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CREDIT LYONNAIS 

INDIAN BRANCHES 


Auditors 9 Repot 


1. We have audited the attached Balance Sheet of the Indian Branches of CREDIT LYONNAIS (incorporated 
in France with limited liability) as on March 31, 1996 and also the annexed Profit and Loss Account 
for the year ended on that date. 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together 
with the provisions of sub-sections (1), (2) and (5) of Sectioh 211 and sub-section (S) of Section 227 
of the Companies Act, 1956, the Balance Sheet and Profit and Loss Account are not required to be 
and are not drawn up in 'accordance with Schedule VI to the Companies Act, 1956. The Accounts are 
therefore, drawn up to conform to Forms A and B of the Third Schedule of the Banking Regulation 
Act, 1949. Subject to the foregoing observations, we report that in accordance with sub-section (3) of 
Section 30 of the Banking Regulation Act, 1949: 

a. We have obtained all the information and explanations which to the best of our knowledge and belief 
were necessary for the purpose of our audit and have found them to be satisfactory. 

b. The transactions of the Indian Branches which have come to our notice have been within the powers 
of the Indian Branches of the Bank. 

c. In our opinion, proper books of account, as required by law, have been kept by the Indian Branches 
of the Bank so far as appears from our examination of those books. 

' d. The Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with 
books of account. 

e. In our opinion and to the best of our information and according to the explanations given to us 
the said accounts give the information required by the Companies Act, 1956 in the manner so required, 
for Banking companies and read together with the notes, give a true and fair view. 

i In the case of the Balance Sheet of the state of affairs of the Indian Branches of the Bank as 
at 31st March, 1996 and 

ii. In the case of the Profit and Loss Account, of the profit for the year ended on that date. 


For Rajesh Rqeev & Associates 
Chartered Accountants 
• Sd/- 

Chandrashekhar 
Partner 


Place: Mumbai 
Date: 25th June, 1996 
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Rural Non-farm Employment 

Some Reflections on Petty Production 

Mridul Eapen 

A Ithough the growth of tiny enterprises in rural area s ha s resulted la rgely from lack ofalternative employment opportunities* 
they are often viable undertakings which make an important contribution to the economic survival of the rural poor As such, 
micro-enterprises need to be supported by better access to institutional finance through rural banking , a strategy not likefy 
to be encouraged by the increasingly market-oriented financial policies 


MOST ot the recent literature on rural non¬ 
farm employment emphasises its dual nature 
- on the one hand as a response to emerging 
growth opportunities in the economy and on 
the other hand induced by distress [Hamss 
1991] The latter is characterised primarily 
by petty production While some scholars 
tend to gloss over the existence of the latter, 
most field survey based studies point to a 
fairly dominant presence of such petty, tiny 
or micro producers In this bnef paper, 
drawing upon the field experience in a 
region of Kerala, wc reflect on the nature 
and form of these enterprises and their critical 
role in directly helping the rural poor Our 
emphasis is on the fact that while these 
enterprises arc indeed distress induced, a 
significant proportion of them are undertaken 
with "great ingenuity and entrepreneurial 
spirit*’ [Rakowski 1994] and have a growth 
potential However, what strikes one very 
forcefully during fieldwork, is the 
tremendous difference a small amount ot 
credit would make to the margin over cost 
generated by these units There is a strong 
case therefore for strengthening access of 
such petty producers to institutional credit, 
the flow of which was miniscule to them, 
much of their financial need wa< met by 
private sources including indigenous money¬ 
lenders INABARD 1995] 

The question may of course be asked 
whether it is worthwhile sustaining such tiny 
units 9 Would not the very same resources 
be better utilised tor evolving alternative 
wage employment opportunities for this 
labour 7 This is particularly pertinent now 
with the policy emphasis on rural based 
diversification, given the failure of 
industrialisation led development strategies 
to absorb rural labour in urban large-scale 
industry We however argue that since most 
rural industrialisation strategies implicitly 
tend to attach greater importance to location 
rather than linkages in/with the rural sector, 
the process of trickle down of flows to the 
really poor rural households will be rather 
protracted, a segment of the rural work force 
would have to fend for itself It is in this 
context that self-employment based petty 
production undertaken with ingenuity can 
impact positively and directly on the rural 
poor Given the successful experiments being 
made in innovative banking policy to teach 
the rural poor m a number of Asian countries, 
there exists a vast potential tor providing 


access to institutional finance to petty 
producers A considerable literature has 
come up on microenterpnse finance, and the 
success stories of the Grameen Bank in 
Bangladesh and Badan Kredit Kecamatan of 
Indonesia are well documented [Otero and 
Rhyne 1994, Chaves and Gonzalez-Vega 
1996. Jain 1996] 

In the first section we briefly discuss the 
nature and forms of petty production and use 
some instances from our field survey lo 
substantiate the argument outlined above 
The second section discusses the need for 
planning new techniques to provide financial 
services to the rural poor 

Naturf and Forms of Pctty Production 

In India as in a number of other agrarian 
economies in Asia, the process ot capitalist 
development was thwarted under colonial 
rule resulting in uneven development and 
the coexistence of various stages of capitalist 
production [Levkovsky 1966] Lower forms 
of capitalist production continued to persist 
and constituted an important source of rural 
incomes and employment While in some 
spheres petty production combined with 
agriculture in others it had separated from 
agriculture in the form of artisanal 
production cither producing to the order of 
customers or for the market It is important 
to note that such lower forms of production 
did not remain stagnant, production processes 
and implements were improved and a 
minimal amount ot hired labour was 
sometimes employed Commercialisation 
brought about significant changes, with 
production being increasingly for the market, 
very often beyond local boundaries New 
form* appeared in response to changing 
economic situations, helping them to revive 
in the face of intense competition from higher 
forms of capitalist enterprise In fact petty 
production m saned forms still survives 
which is attribuf able largely to the extremely 
cheap labour o f the producer and his family 
on which it is based, perpetuated by the slow 
growth in alternative employment opportu¬ 
nities Further, the continued existence of 
certain pre-capitalist features of the Indian 
rural economy and the prevalence ot local 
markets add to its sustenance Petty 
production exists in traditional sectors, more 
iften referred to as village industries and 
in relatively more ’modem* sectors The 
latter has assumed importance in the current 


context with the evidence on diveraficiliJ| 
of rural consumer expenditure, despite (H 
absence of a sustained decline in fuel 
poverty This has carved out another ntdjB 
for petty producers - catering to the demaM 
for simple consumer goods or services *uel 
as retailing and repair I 

From our field experience in a northern 
district of Kerala, Palakkad, this was veifl| 
evident in the food and readymade garmettfl 
sector, both of which have witnessed w 
phenomenal growth of small units, verw 
petty in nature located within the househoW 
employing largely family labour-very oUe 
child labour - and using very little caplti 
equipment, but relatively independent i 
terms of raw material purchase and marketin 
of output We were particularly struck b 
some units engaged in making a varied rang 
of snacks (in particular ‘murukku*), tailonti; 
and readymade garments products 0 f 
bamboo and step-up transformer^ f ) Sons 
of the cases are cited below with the objecti v 
ot bnngmg out the ingenuity with which thes 
households seek to enhance their incomes 
Almost all these activities, except for th 
murukku makers for whom it was the man 
occupation, reflected attempts at divem 
fication by agricultural labour and smai 
cultivator households to enhance the! 
incomes The households possessed vet] 
little land, the most important rural asset 
and hardly any other asset Their ingenuity 
lay in deploying family labour in agricultuii ! 
and non agricultural activity in such a wa] | 
as lo maximise their earnings and in orgamsinj 1 
the marketing of the output of their units, j 
In the bamboo unit we visited, both 1 
husbandand wifewereagncultural labourers ' 
However with work in agriculture becoming 
more irregular the man decided to withdraw 
from this work and devote himself full turn 
to making bamboo products (a traditions 
activity) with the help of his mother-in-law 
only the wife continues to work in agriculture 
Their major problem is finance, whicl 
prevents them from buying the raw materia 
(bamboo) m large quantities, thus pushing 
up the transaction costs The man collects 
the bamboo from small households (with his 
small requirement he cannot approach the 
bigger landlords) in the local area, sometimes 
from farther away He markets the product 
himself to small and big households and 
makes a margin over cost it is to enhanccil 
this margin that cheaper (rather than pn vate)|{ 
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"pMXtrces of finance would visibly improve 
[jibe situation of this household. 
tk Marketing of output of tiny units has been 
iStnajor problem as is well-known. However, 
itagenious marketing techniques were evident 

the food activity. In one particular area 
almost 50-60 murukku making households, 
situated adjacent to each other could coexist 
and survive despite the extreme competition. 
Hie strategy lay in dividing up the local and 
nearby rural and urban markets among the 
different households enabling each to 
‘Survive. All of them did the marketing 
ithemselves but during festivals or special 
occasions also produced on order. The story 
1 was similar in another cluster of households, 
though not so many, where tapioca chips 
were the major product. The households 
sold these in different markets. All the 
households reported their desire to increase 
production since demand for their product 
had gone up, but that finance was a major 
constraint. When asked why they did not try 
to diversify into other fields, the answer was 
that they did not hope to get any better wage 
employment. The switch may come in the 
next generation, since they would like their 
children to procure some other employment. 

The marketing strategy adopted in the 
tailoring and readymade garment units visited 
Was also innovative. One was an agricultural 
labour household and the other a petty shop 
owner whose children had diversified into 
tailoring. To obtain an initial foothold in the 
maiket, both these units were taking in job 
works while doing some independent 
stitching also. Small and medium sized 
readymade garment units in the nearby town 
were cutting out garments and giving it to 
them to stitch for which they were paid a 
certain conversion charge. While one had 
taken a loan from an indigenous banker, the 
other had availed of a bank loan through the 
painstaking efforts of a local government 
functionary. 1 

The step-up transformer unit was an 
attempt to supplement the father's income 
from small farming. Assembling of such 
transformers was initially started in the 
household on a completely manual basis, the 
wife assisting the husband. Since their work 
was good, given the fact that they used 
quality material, demand for their product 
increased as overall demand grew due to the 
increasing voltage problem in the area. 
Always hard pressed for working capital 
finance the need for fixed capital finance, 
the need for fixed capital finance was also 
urgently felt, since a small item of capital 
equipment if purchased could raise 
productivity substantially and enable them 
to meet the increased demand. 

Adult members of most of these households 
except the last have very low levels of 
education (of course literacy levels in that 
district are much lower than the Kerala 
average) and very little chance of acquiring 
any other skills. While in some of these 


households the children were too small, in 
others children between the age of 10 and 
12 years were working in the unit, though 
the parents hastened to assure us that it was 
only outside school hours. These units are, 
once again except the transformer unit, 
located far in the rural interior with very few 
infrastructural facilities, which rules out any 
possiblity of medium or large-scale non- 
agricultural enterprises being set up to 
generate wage employment. The only 
possibility is for these households or some 
of their members to migrate to locations 
where job opportunities are available. 

It is interesting to note that within this 
district a particular area, the Pudussery- 
Kanchikode area bordering Coimbatore, has 
developed into an industrial belt. Initially, 
taking advantage of cheap land and labour, 
a number of medium and large scale 
industries were set up here on either side ol 


the national highway, both in the public and 
the private sector. Some of these units 
encouraged ancillarisation, which promoted 
the growth of a number of small-scale 
engineering units along this road. This area 
has since (within the last seven years) been 
the focus of a state guided process of rural 
industrialisation with the development of a 
mini-industrial estate initially and later more 
ambitious schemes, viz old and new industrial 
development areas covering vast areas of 
land. The state provides the infrastructure 
and induces private investment. A number 
of modern small-scale and medium-scale 
units have been set up and are in the process 
of coming up in the new industrial 
development area. The impact of this 
industrial development on the rural hinterland 
has yet to unfold itself. Almost the entire 
raw materials used in the factories and 
workshops are coming from outside the state: 
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an overwhelming pan of the final output too 
is meant for use outside the district/state. 
The rural link would primarily be in terms 
of employment of local labour and local 
capital. A certain amount of employment 
has been generated in the construction of 
these units (which however is transitory) 
and some workers have also been absorbed 
in the units. How much further employment 
can be generated through consumption 
linkages from the initial round of employment 
generation and from forward production 
linkages, raising levels of income and 
employment in the rural hinterland, remains 
to be seen. The process would certainly take 
time. 

Need for Finance 

In such a situation attempts at enhancing 
levels of living by the rural poor through 
petty production should not be dismissed or 
glossed over as very transitory. Initially they 
need working capital finance to stock raw 
materials/inventories, and as they expand 
they would also need capital for purchase 
of improved equipment. Most of the units 
we discussed above depend on small loans 
from indigenous money-lenders, for which 
they have to pay a high rate of interest. The 
interest was invariably Rs 3-5 per Rs 100 
per month implying an annual rate of interest 
of 36-60 per cent! However the informal 
system was designed to respond to the specific 
credit needs of petty producers, providing 
door step service to those situated in the 
interior, it has been well established that the 
poor borrower is more concerned about 
access to credit than its cost. 

That the formal banking system was unable 
to respond to the needs of the rural poor is 
very evident from the statistics available. 
Although there was considerable growth of 
institutional credit to the small-scale 
industrial (SSI) sector over the years, 
evidence shows that the rural segment of SSI 
was relatively neglected. Whi le some attempt 
was made to respond to the requirements of 
small rural pioducers through priority sector 
lending under the 1RDP scheme and by 
schemes under the industries department, its 
total impact was negligible. Between 1985- 
90, while advances by commercial banks to 
the SSI sector at the all India level rose by 
more than 100 percent, the share of bank 
credit to petty micro producers was only 4.5 
per cent. Similarly, advances by regional 
rural banks to this sector formed only 8 per 
cent of their total advances [NABARD1995]. 
There are of course regional differences and 
from all reports it appears that in the last 
few years, district industries centres in Kerala, 
particularly in Palakkad, have been rather 
active in registering petty units and helping 
them to obtain bank credit. 

However the fact remains that the banks 
have been most reluctant to lend to petty 
producers since such borrowers are largely 
landless and the fear of default dominates 


banking services. The usual assumption is 
that such borrowers would utilise funds for 
consumption purposes making it difficult to 
recover the loan. Very little thought was 
given to evolving systems which would 
respond to the borrowers' needs and hence 
facilitate repayment. Obviously there is a 
need to devise inno vati ve banking techniques 
for reaching the petty producers and 
shattering 4> ... the conventional wisdom of 
banking which holds that microenterprises 
were too risky and too costly for anyone lo 
serve profitably” [Otero and Rhyne 1994]. 

That this is possible has been proven by 
three of the most often cited experiments 
undertaken in Bangladesh, Indonesia and 
Thailand, adapting techniques from informal 
financial institutions. The innovations were 
m terms of giving their clients a strong 
motivation to repay, streamlining admini¬ 
stration costs, and market-based pricing, 
which laid the basis for self-sufficiency of 
microentcrpnse finance [Otero and Rhyne 
1994]. This is reflected in the very high loan 
recovery rate of these rural financial 
intermediaries (RFIs) despite charging fairly 
high interest rates, reversing the conventional 
view that serving microenterpnses would 
imply a continuing large subsidy. Neither 
was this based on the practice of social 
collateral or peci group lending as is very 
often believed. In Indonesia, loans are granted 
on an individual basis, and even in the case 
of the Gramecn Bank of Bangladesh (GBB) 
its acclaimed policy of replacing individual 
guarantee with social collateral was not 
adhered to in practice. This is pertinent in 
the Indian context, where the only innovative 
development in rural credit, influenced by 
the GBB, is the formation of self-help groups 
(SHG) of fi ve borrowers who are responsible 
for repayment of each others’ loans. More 
crucial for the successful functioning of the 
RFIs mentioned earlier is their organisational 
design and culture which responds to needs 
and includes a fairly long, rigorous training 
for the functionaries [Narayana 1996]. 

While such tremendous developments in 
banking for the rural poor are taking place 
elsewhere, it is rather disquieting to note the 
withdrawal of public sector banks from the 
rural centres as is evident from the policy 
of closing down/relocating unprofitable 
branches [Narayana 1996]. The underlying 
philosophy based essentially on the market 
is in line with the financial sector reforms 
as part of the ongoing process of liberalisation 
of the Indian economy. A major plank of this 
policy is to improve financial performance of 
public sector banks, which has been achieved 
but at a cost - a near breakdown of the rural 
credit delivery system. The co-operative 
credit institutions are in disarray, a majority 
of regional rural banks are loss-making 
institutions, and a sizeable number of rural 
branches of public sector banks fall in the 
same category [Majuvndar 1996]. That a 
blind dependence on the market in the case 


of fi nandal institudons has serious limitations 
is recognisedeven by American economists; 
”... market failures are likely to be more 
pervasive in these markets; and there exist 
forms of government intervention that wtt) 
not only make these markets function better 
but will also improve performance of the, 
economy” [I Stiglitz, cited in Mqjumdar 
19%). There is urgent need to view rural 
banking in a broader context of reaching out 
to the large section of the poor, very much 
a part of the Indian milieu, who have been 
excluded by virtue of being assetless. 

Notes 

(This brief paper has been provoked by a healed 
discussion cn the role and prospects of petty 
production in rural diversification in the course 
of a workshop on ‘Adjustment and Development: 
Agrarian Change. Markets and Social Welfare in 
South India, 1973-93*, held at the Madras Institute 
of Development Studies (MIDS), Madras, March 
27-29, 1996. I am grateful to D Narayana for 
going through the draft.] 

1 The tremendous effort made by the industrial 
extension officer, a functionary of the district 
industries centre of one of the blocks we surveyed 
in creating awareness about existing schemes for 
small units, in particular the tiny units, in the 
region needs to be specially emphasised. He also 
helped a number of such units to register with 
the DIC and avail of bank credit. 
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BALANCE SHEET AS AT 31ST MARCH, 1996 

(Rs. in 000s) 



As on 

As on 



31.03.96 

31.03.95 

Schedule 

(Current 

(Previous 


No 

Year) 

Year) 

CAPITAL AND 
LIABILITIES 




Capital 

1 

86,291 

86,291 

Reserve and Surplus 

2 

267,122 

224,041 

Deposits 

3 

3,627,463 

3,273,157 

Borrowings 

Other Liabilities and 

4 

1,505,292 

— 

Provisions 

5 

385,747 

162,678 

TOTAL 


5,871,915 

3,746,167 

ASSETS 




Cash and balances with 
Reserve Bank of India 
Balances with banks and 

6 

483,909 

403,411 

money at call and 
short notice 

7 

1,097,327 

48,302 

Investments 

8 

994,475 

1,153,146 

Advances 

9 

3,106,447 

2,016,780 

Fixed Assets 

10 

18,591 

15,292 

Other Assets 

11 

171,166 

109,236 

TOTAL 


5,871,915 

3,746,167 

Contingent Liabilities 

12 

4,277,342 

2,637,747 

Bills for Collection 


1,164,725 

93,853 

Notes to Accounts 

17 




Notes and schedules to the accounts 
the Balance Sheet 

As per our Report of even date 

For and on behalf of 
HARIBHAKT1 A CO 
Chartered Accountants 

Sd/- 

Chetan Desai 
Partner 


form an integral part of 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH, 1996 


(Rs. in 000s) 


Year ended Year ended 
Schedule 31.03.96 31.03.95 

No (Current (Previous 

Year) Year) 


L INCOME 

Interest earned 13 

Other Income 14 

TOTAL 

H. EXPENDITURE 

Interest expended 15 

Operating Expenses 16 

Provisions and 
contingencies 

TOTAL 

ID. PROFIT/(LOSS) 

Net Profit for the year 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer to statutory 
reserve 

Remittance to Head OffiGet* 
Balance carried over 
to Balance Sheet 

TOTAL 

Notes to Accounts 17 


Notes and schedules to the accounts form an integral part of 
the Profit and Loss Account 


536,731 

(41.841) 


494,890 


303,503 

62,858 

51,103 

417,464 


77,426 

172,310 



377,866 

73,063 

450,929 


194,272 

38,733 

94,943 

327,948 


122,981 

73,925 


196,906 


24,596 

NIL 


For MASHREQBANK psc 
Sd/- 

PRADEEP SAXENA 
Chief Executive Officer - India 


Place; Mumbai 
Dated; June 22, 1996 
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MASHREQBANK psc 

(i Incorporated ui UAE with Limited Lability) 

MUMBAI BRANCH 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 

_____ 


As on 
3103 96 
(Current 
Year) 


As on 
31 03 95 
(Previous 
Yea t) 


As on 
31 03 96 
(Current 
Year) 


(Rs in 000s) 

As on 
31 03 95 
(Previous 
Year) 


Schedule I—Capital 
Capital 

(Includes an amount of 
Rs 16,791,216 as Statutory 
Capital on account of Counter 
Finance received from Head Office) 
(Includes an amount of 
Rs 2,000,000 (PY Rs 2,000,000) 
brought in by way of initial 
start up Capital) 

(Refer note below) 

TOTAL 

Note Amount of depqpit kept 
with the Reserve Bank of 
India under section 11(2) 
of Banking Regulation Act, 
1949 is Rs 55,150,000 
(PY Rs 35,150,000) 

Schedule 2—Reserves 
and Surplus 
I Statutory Reserve 
Opening Balance 
Addition during the year 


Deduction during the year 


II Capital Reserves 

III Share Premium 

IV Revenue and other Reserves 

V Balance in Profit and 
Loss Account 

TOTAL 

Schedule 3—Deposits 
A 1 Demand Deposits 

i) From banks 

ii) From others 

II Savings Bank Deposits 

III Term Deposits 
i) From banks 
ti) From others 

TOTAL 

B i) Deposits of branches 

in India 

ii) Deposits of branches 
outside India 

TOTAL 


86.29] 86.291 


51,731 

15,485 

67,216 

Nil 

67,216 

Nil 

Nil 

Nil 

199,906 

267,122 


172.3H) 

224,041 


4,435 12,619 

476,375 337,381 

41,071 51.171 

51,868 211,414 

3,053,714 2,660,572 

3,627,463 3,273,157 


Schedule 4—Borrowings 

I Borrowings in India 

i) Reserve Bank of India 415,292 

u) Other banks 550,000 j 

m) Other institutions 

and agencies 540,000 

II Borrowings outside India Nil 

TOTAL 1,505,292 

Secured borrowings included m j 

I and II above - Rs Nil 
(PY Rs Nil) 

Schedule 5—Other 
Liabilities and Provisions 

I Bills payable 139,138 

II Inter-office adjustments (net) 22,288 

III Interest accrued 23,040 

IV Others (including provisions) 201,281 

TOTAL 385,74 7 

Schedule 6—Cash and Balances 
with Reserve Bank of India 

I Cash in hand (including 

foreign currency notes) 3,005 

II Balances with 
Reserve Bank of India 

i) In current account 480,904 

n) In other accounts Nil 

TOTAL 483,909 

Schedule 7—Balances 
with Banks and Money 
at Call and Short Notice 

I In India 

i) Balances with banks 

a) In current accounts 8,771 

b) In othe r deposit 

accounts Nil 

n) Money at call and 

short notice 

a) With banks Nil 

b) With other institutions_Nil 

TOTAL 8,771 

II Outside India 

i) In current accounts 12,954 

u) In other deposit account Nil 

m) Money at call and short 

notice 1,075,602 

TOTAL 1,088 , 556 

GRAND TOTAL 1,097,327 


25,583 

41,354 

17,719 

78,022 

162,678 


398,625 
_Nil 

403,411 


45,723 

Nil 


45,723 

48,302 
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MASHREQBANK psc 
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MUMBAI BRANCH 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 


(Rs in 000s) 


(Rs in 000s) 


As on 
31 03 96 
(Current 
Year) 


As on 
31 03 95 
(Previous 
Year) 


As on 
31 03 96 
(Current 
Year) 


As on 
31 03 95 
(Previous 
Year) 


Schedule 8—Investments 


Schedule 10—Fixed Assets 
I Premises 


Nil 


Nil 


I 


Investments in India in 

i) Government securities 

ii) Other approved securities 
in) Shares 

iv) Debentures and bonds 

v) Subsidiaries and/or joint 
ventures 

Less Provision for 
Diminution in Investments 


974,111 

1,119,894 

11,250 

11,250 

1,588 

1,588 

30,541 

30,541 

Nil 

Nil 


(10,127) 


TOTAL 


994,475 


1,153,146 


TOTAL (I) 

II Other Fixed Assets 
(including furniture and 
fixtures) 

Opening balance 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL (II) 

NET BLOCK (1 + II) 


Nil 


Nil 


24,708 

8,368 

(6,360) 

(8,125) 


23,418 

2,066 

(776) 

(9,416) 


18,591 


15,292 


18,591 


15,292 


II Investments outside India 

Nil 

Nil 

GRAND TOTAL 

994,475 

1,153,146 

Schedule 9—Advances 



A i) Bills purchased and 



discounted 

1,030,561 

524,378 

ii) Cash credits, overdrafts 



and loans repayable on 



demand 

588,550 

1,338.402 

in) Term loans 

1,487,336 

154,000 

TOTAL 

3,106,447 

2,016,780 

B i) Secured by tangible assets 

2,117,791 

1,364,244 

u) Covered by Bank/ 


i 

Government Guarantees 

20,839 

| 430,401 

in) Unsecured 

967,817 

222,135 

TOTAL 

3,106,447 

2,016,780 

C 1 Advances in India 



i) Priority sectors 

887.340 

519,201 

n) Public sectors 

Nil 

Nil 

in) Banks 

Nil 

Nil 

iv) Others 

2,219,107 

1,497,579 

TOTAL 

3,106,447 

2,016,780 

11 Advances outside India 

Nil 

Nil 

GRAND TOTAL 

3,106,447 

2,016.780 


Schedule 11—Other Assets 


I Inter-Office adjustments (net) 

Nil 

Nil 

11 Interest accrued 

40,031 

39,944 

III Tax paid in advance/tax 
deducted at source (net) 

88,813 

43,725 

IV Stationery and stamps 

23 

19 

V Non-banking assets acquired 

m satistacuon of claims 

Nil 

Nil 

VI Others 

42,299 

25,548 

TOTAL 

171,166 

109,236 

Schedule 12—Contingent 
Liabilities 

1 Oaims against the bank not 
acknowledged as debts 

212 

212 

II Liability for partly paid 
investments 

Nil 

Nil 

III Liability on account of 
outstanding forward 
exchange contracts 

1,896,840 

1,039.483 

IV Guarantees given on behalf 
of constituents 
a) In India 

566,835 

99,579 

b) Outside India 

387,686 

387,686 

V Acceptances, endorsements 
and other obligations 

1,425,769 

1,089,128 

VI Other items for which the 
bank is contingently liable 
a) Liabilities on bills of 
exchange rediscounted 



b) Disputed Income Tax 
liabilities pending m 
appeal 

i 

21,659 

TOTAL 

4,277,342 

2,637,747 
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MASHREQBANK psc 

(Incorporated in UAE with Limited Liability) 

MUMBAI BRANCH 


SCHEDULES ATTACHED TO AND FORMING PART OF THE PROFTI AND LOSS ACCOUNT 


(Ri in 000s) 




Year Ended 

Year Ended 



Year Ended 

Year Ended 



31 03% 

31 03 95 



31 03% 

31 03 95 

Schedule 13—Interest Earned 



Schedule 16—Operating 







Expenses 



I 

Interest/discount on 







II 

advance/bills 

Income on investments 

405,766 

108,234 

234,112 

131,213 

I 

Payments to and provisions 



III 

Interest on balances with 
Reserve Bank of India and 



for employees 

17.783 

10,200 


IV 

other inter-bank funds 

Others - 

22,061 

670 

12,531 

10 

II 

Rent taxes and lighting 

13,615 

5,914 


TOTAL 

536,731 

377,866 

III 

Printing and stationery 

4,016 

2.298 

Schedule 14—-Other Income 



IV 

Advertisement and 



I 

Commission, exchange and 
brokerage 

24,601 

3.815 

29 278 

30,679 

V 

publicity 

Depreciation on bank’s 

220 

625 

11 

Profit on sale of investments 


3,204 

3.436 

Less Loss on sale of 


pioperty 


investments 

(1.058) 

(1 488) 







2,777 

29,191 

VI 

Director's and LAB fees. 



111 

Profit on sale of land, 




allowances and expenses 

43 

27 


building and other assets 

Less Loss on sale of land 

~ 

625 






building and other assets 

(89) 

(10) 

VII 

Auditor's fees and expenses 

220 

100 



(89) 

~ 615 


(including branch auditors) 



IV 

Profit on exchange 
transactions 

Less Loss on exchange 

107,408 

22 642 

VIII 

Law Charges 

322 

203 


transactions 

(181,825) 

(13.576) 







(74,417) 

9 0o6 

IX 

Postages, Telegrams 
Telephones, etc 

769 

584 

V 

Miscellaneous income 

5,287 

4,913 






TOTAL 

(41,841) 

73 063 

X 

Repairs and maintenance 

3,985 

746 

Schedule 15—Interest Expended 



XI 

Insurance 

2,894 

1,878 

I 

Interest on deposits 

226,985 

165 611 

XII 

Assets lost by fire 

1,489 


n 

Interest on Reserve Bank 
of India/inter-bank 








^ borrowings 

76,518 

28 661 

XIII 

Other expenditure 

14,298 

12,722 

in 

Others 

— 






TOTAL 

303,503 

194,272 


POTAL 

62,858 

38/733 










(Rs in 000 b) 
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Schedule 17—Notes forming port of the accounts for the year ended 31st March, 1996. 


Principal Accounting Policies 
1. General 

The accompanying financial statements have been prepared on historical cost basis and conform to the statutory provisions 
prevailing in the country 
2 (a) Revenue Recognition 

Items of income and expenditure are accounted for on accrual basis except staff bonus and interest income on'non-performing 
assets 

(b) Net Profit 

The Net Profit disclosed in the Profit and Loss Account is after 

i) Provisions for taxes on income in accordance with the Statutory requirements 

it) Provisions for doubtful advances 

ill) Provision for diminution in the value of investments 

iv) Other usual and necessary provisions 

(c) Head Office Administrative Expenses 

The branch has not debited Head Office Administrative expenditure to its Profit and Loss Account but has claimed the same 
for tax purposes 

3. Transactions involving Foreign Exchange 

i) Assets and Liabilities are translated at the exchange rates prevailing at the close of the year except for FCNR (A) deposits, 
which are translated at the exchange rates specified by RBI The translation gains/losses are credited/debited to the Profit 
and Loss Account The effect of translation on assets and liabilities other than the Nostro Accounts and Cash balances 
have been disclosed in the Balance Sheet as a part of Other Liabilities and Provisions 
u) Income and Expenditure items are translated at the exchange rates ruling on the dates of the transactions 
in) Profit/Loss on revaluation of pending forward contracts have been accounted based on guidelines issued by the Foreign 
Exchange Dealers Association of India and the Reserve Bank of India These are at variance with Accounting Standard - 11 
on “Accounting for the effects of changes in Foreign Exchange Rates**, issued by the Institute of Chartered Accountants 
of India^which requires the profit/loss on such revaluation to be amortised over the period of the contract The resultant 
effect of this variance with the Accounting Standard - 11 is not ascertainable 
4 Investments 

i) Classification of investments between permanent and current is as decided by the management 
u) Permanent investments are valued at cost Current investments are valued at lower of cost or market price or yield to 
maturity rates specified by RBI, except for Treasury Bills 

in) Treasury bills traded in and which have been sold during the year are marked to market value at the end of every month 
and the resultant gain/loss are accounted for as interest on investments in Treasury Bills The difference between the 
sale proceeds and the revalued amount is accounted for as profit/loss on sale of investment There are no Treasury Bills 
as on the year end 

iv) Treasury bills other than trading portfolio, purchased at discount are valued at face value and unearned discount is amortised 
over the period from date of acquisition to the date of maturity However, there were no Treasury Bills held for other 
than trading portfolio during the year 
3. Advances 

i) Provisions for doubtful advances have been made to the satisfaction of auditors taking into consideration guidelines issued 
by the Reserve Bank of India in this respect during the year 
u) The bank has not credited interest on advances after being classified as non-performing to its Income Account as per 
guidelines issued by the Reserve Bank of India in this respect 
ill) Provision in respect of doubtful advances have been made on gross basis without considering tax relief Such provisions 
have been reduced from advances 
6 Fixed Assets 

i) Fixed Assets are stated at original cost of acquisition including taxes, duties, freight and the incidental expenses related 
to acquisition and installation of the concerned asset 

ii) The bank follows Straight Line method of depreciation at the rates prescribed by the Head Office Depreciation on addition/ 
deduction during the year has been provided on pro rata basis The rates prescribed by the Head Office for each type 
of asset is higher than the rates specified by Schedule XIV to the Companies Act, 1936 except in the case of Computer 
Mainframe where depreciation has been provided <S> 14 29% as against 16 21% prescribed under Schedule XIV 

7. Staff Benefits 

Provision for payment of gratuity to staff has not been made considering the existing provision and total liability in respect 
of gratuity as determined by actuarial valuation Gratuity paid during the year has been charged to the Profit & Loss Account 
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Notes Forming Part of the Accounts 

la Market value of quoted investments Rs 935 982 378 cost Rs 1 017 489 732 (previous year Rs 810,984,387. cost 
Rs 859,203,760) 


Permanent Investments 
Current Investments 


577,040 280 
417,434,590 

994.474.870 


672,443 510 
480,702,561 

1.153.146,071 


The commission on all Letters of Credit/Guarantee were accounted for on cash basis upto 31st March, 1995 Now as per 
the Head Office guidelines, in cases where the commission income exceeds Rs 0 1 million (approx) it is accounted for on 
accrual basis, including the cases of unexpired letters of credit/guarantees as on 31st March 1995 Had there been no such 
change, the profit before tax for the year would have been higher by Rs 9 593 044 (net) 

The Capital to Risk Asset Ratio as at 31st March 1996 has been assessed by the Bank at 10 97% on the basis of the attached 
financial statements and guidelines issued by the Reserve Bank of India in this behalf 
Previous year’s figures have been regrouped/re rranged, wherever necessary 


For and on behalf of 
HARIBHAKTI & CO 
Chartered Accountants 
Sd/ 

Chelan Desai 
Paitner 


For MASHREQBANK psc 
Sd/- 

PRADEEP SAXENA 
Chief Executive Officer - India 


Auditors 9 Report on the Mumbai Branch of MashreqBank psc under Section 30 of the Banking 
Regulation Act, 1949 

We have audited the attached Balance Sheet of the Mumbai Branch of MASHREQBANK psc as at 31st March 1996 and the relative 
Profit and Loss Account of the Mumbai branch of the Bank for the year ended on that date signed by us under reference to this 
report 

In accordance with the provisions ot Section 29 of the Banking Regulation Act 1949 lead with the provisions of sub sections 
(1) (2) and (5) of Section 211 and Section 227 of the Companies Act 1956, the Balance Sheet and the Profit and Loss Account 
together with the notes attached thereto are not required to be drawn up in accordance with Schedule VI to the Companies Act, 
1956 The accounts are therefore drawn up in conformity with Forms *A’ & *B* of the Third Schedule to the Banking Regulation 
Act 1949 

1 We have obtained all information and explanations which to the best of our knowledge and belief were necessary tor the purpose 
of our audit 

2 The transactions which have come to our notice have been in our opinion generally within the powers of the Mumbai Branch 
of the Bank 

3 In our opinion proper books of the account as required by the law have been kept by the Mumbai Branch of the Bank so far as 
appears from our examination of these books maintained and produced to us in Mumbai 

4 The above mentioned Balance Sheet and Profit and I oss Account of the Mumbai Branch of the Bank dealt with by this report 
are in agreement with the books of account 

5 In our opinion and to the best of our information and according to the explanations given to us, the Balance Sheet and Profit 
and Loss Account together with the notes thereon give the information required by the Companies Act, 1956 as amended 
in the manner so required for Banking Companies and on such basis and subject to Note 3 (m) of Notes forming part of Accounts 
regarding accounting of Profit/Loss on revaluation of pending forward contracts, which are not in conformity with Accounting 
Standard 11, issued by the Institute of Chartered Accountants of India the said accounts give a true and fair view, m case 
of the Balance Sheet, of the state of affairs of the Mumbai Branch of the Bank as at 31st March, 1996 and in case of Profit 
and Loss Account, of the Profit of the Mumbai Branch of the Bank for the year ended on that date 

For and on behalf of 
HARIBHAKTI & CO 
Chartered Accountants 


Place Mumbai 
Dated June 22, 1996 


Sd/ 

Chelan Desai 
Partner 


juwt Mittal Weekly June 29» 1996 





The Meek Lay Claim to Their Inheritance 

Portents of the 1996 Election Results from Madhya Pradesh 

Rahul 

The contradictions that arise in a poor country like India with its vast diversity due to uneven dependent capitalist 
development are difficult to reconcile within a bourgeois parliamentary set-up and this led to two parallel developments 
from the late 1960s onwards. On the one hand , more and more people have chosen extra-parliamentary violent and 
non-violent channels of political activity and on the other there has been a trend towards coalition politics within 
the parliamentary system itself. With time these features have become more and more prominent with both extra- 
parliamentary political activity and coalition politics on the rise . 

The 1996 parliamentary election results from Madhya Pradesh and the prevailing political scenario in the state , 
as discussed in this paper sound a fair warning of this kind of disintegration of the parliamentary system. 


UNDOUBTEDLY bourgeois parliamentary 
democracy has struck deep roots in Indian 
political soil over the past half century. Like 
jit the developed western countries where 
this form of representative politics originated, 
the development of fairly independent insti¬ 
tutions such as the Supreme and high courts 
and the election commission, a comparati vely 
free and combative press and an increasingly 
aware civil society have of late forced the 
politicians and the bureaucrats who constitute 
the executive to behave according to consti¬ 
tutional norms. So much so that the country 
has earned worldwide acclaim this time round 
for having successfully conducted a relati vely 
free and fair general election to constitute 
the 11th Lok Sabha. What is of greater 
import, however, is that in Indian setting this 
has given the backward castes, ethnic 
minorities and regional population groups 
a chance to wield state power through a 
heterogeneous coalition lending not only a 
far greater diversity and colour to the practice 
of democracy here than in the west but also 
holding promise of a different path of 
development in future. 

Dependent capitalist development in India 
by its very nature has not fulfilled the 
aspirations which it has raised among the 
hitherto downtrodden sections in order to 
increase the market for its products and 
services while at the same time devastating 
their traditional livelihoods through resource 
extraction. Naturally it was a matter of time 
before the lower castes and regional groups 
became disillusioned with the omnibus 
Unifying character of the INC dominated by 
the upper castes and began organising 
themselves on sectarian lines to wrest more 
resources and opportunities from an 
increasingly shrinking cake. Nevertheless, 
for the time being, this has not brought any 
Change in the character of the ruling classes 
or the policies that it has forced governments 
toadopt. Since the compulsions of bourgeois 
democracy in a post-socialist world have 
forced even Communist Parties worldwide 
to accept the rhetoric of privatisation and 
globalisation peddled by the IMF and the 


World Bank at the behest of the multinational 
corporations it is not surprising that the new 
political formations of the oppressed here 
in India too have largely accepted the 
overwhelming presence of capitalism and 
are only trying to increase their bargaining 
power within the system without going in 
for any fundamental structural change. A 
process that started in the mid-1960s and 
was delayed in between due to the 1971 war, 
the declaration of internal emergency in 
1975, and the successive assassinations of 
Indira and Rajiv Gandhi has finally come 
to fruition with coalition politics promising 
to become a permanent feature of Indian 
democracy. 

The election results from Madhya Pradesh 
even though they appear to counter the above 
trend, given the sweep in terms of seats won 
by the Bharatiya Janata Party (BJP) which 
swears by a strong unifying ideology, reveal 
on a deeper analysis that this state too is 
bound the Uttar Pradesh way. In what follows, 
the analysis proper is preceded by a general 
description of the area and the people and 
a brief history of central India to put it in 
perspective. The analysis proceeds by break¬ 
ing up the state into swing zones exhibiting 
regional and cultural similarities and 
homogeneous voting behaviour. The swings 
in the results from 1962 onwards are studied 
to determine the long-term trends. Finally, 
the results of the present elections are 
analysed in the light of the insights gained 
from these prior investigations and an attempt 
made to chart out the probable future scenario. 
All charts and tables presented here are 
based on data from publications of the office 
of the chief electoral officer and the 
department of economics and statistics of 
the government of Madhya Pradesh. 

I 

Great Central Indian Melting Pot 

Geographically Madhya Pradesh can be 
divided into eight distinct regions. The 
Chambal valley lies to the northwest coming 
down from the vast expanse of the Malwa 


plateau in the west and centre. The plateau 
is bordered to the south by the Vindhya 
ranges which in turn flank the Narmada 
valley which consists of the two distinct 
lower and higher reaches. The lower Narmada 
valley is a fertile plain area called Nimad. 
The upper Narmada valley too is very fertile 
and is flanked to the south by the Mahadev 
and Satpuda hill ranges and the river itself 
originates in the Maikal hills. The Son river 
also onginates in the Maikal hills close to 
the Narmada and then flows northeast flanked 
by the Kaimur hills to the north to create 
a distinct topography of its own. In the 
extreme south is the Bastar plateau cut by 
the Indrawati river which Hows in from 
Orissa. The Mahanadi originates in the 
Keskal hills bordering the plateau to the 
north and then flows north and east through 
the wide Chhattisgarh plains. Finally, to the 
east between the Son and Mahanadi plains 
is an area of low undulating hills. These 
geographically distinct regions are peopled 
by culturally and in some cases ethnically 
distinct sets of people. Nimad, Bastar, the 
eastern hilly region and the central hilly 
region are the home of the 23 per cent tribal 
population of the state. The Chambal, Malwa 
and Chhattisgarh regions have a large 
concentration of scheduled castes hereafter 
referred to as the dalits who form 14 per cent 
of the population. There are an assortment 
of Other Backward Castes such as Telis, 
Patidars, Kurmis, Yadavs, Lodhis, Nais, etc, 
who constitute 48 per cent of the population 
and are evenly spread out all over the state. 
The upper castes consisting of Brahmins, 
Banias, thakurs and kayasths form 10 per 
cent of the population and are concentrated 
mainly in the cities and towns as are most 
of the Muslim population which is 5 per cent 
of the whole (Figure 1). Even though Hindi 
is the official language of the state in reality 
it is the mother tongue of only a minuscule 
percentage of the population as most people 
speak other languages altogether or dialects 
that have only a faint resemblance to it. Thus 
large sections of the people are even today 
unfamiliar with jiindi. 
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FtoURE 1 Population Breakup in Madhya Pradesh, 1995 (in Per Cent) 



Hi U Castes QBCs ■■ Tnbals iliLJ Dalits CHI Minonties 
FiCiURh 2 SicioRwist Brlak up oi SDP hor Madhya Pradi sh 1995 (Per Cent) 



HI Agnculturt BH Min and Ind I_1 Services 

Madhya Pradesh is a state nth in natural v anous othci tribes besides these main 
resources Prior to independence apart from groups All the tnbals jealously guarded 
forests and coal little ot these had been their territories cither for hunting or later for 
exploited in any substantial manner There swidden (slash and bum) agriculture 

were only a few factones mainly cotton Consequently nght from the Gupta penod 

mills in Indore and Gwalior The later down to as late as the mid 18th centurv these 

industnal development alter independence people continually defied the might of the 

and also agricultural development has ruling kings and remained largely free 

tremendously exploited mineral, tores! and [Kos^mbi 1956] The Parmars who came to 

water resources but the benefits have been rule over the Malwa plateau and the 
restricted to a tew high growth centres like Chandelas in Bundelkhand largely left the 
Indore, the Raipur-Durg conurbation tnbals to their own devices Nevertheless 
Bhopal, Jabalpur and Gwalior Despite this the better firepower of their opponents 
development 75 per cent of the population following on the introduction of firearms 
is still engaged in agnculture and it provides into the subcontinent by the Muslim invaders 
a lion’s share of the state domestic product gradually resulted in the tnbals having to 
for 1994-95 of Rs 41,571 crore (Figure 2) withdraw into more inhospitable terrain and 

Originally the central Indian region was the progressive colonisation of the fertile 
dominated by the tnbals While the west lands near the Chambal Narmada Son and 
central part was under the sway of the Bhils Mahanadf nvers and on the Malwa plateau 
who initially came from Sindh [Nath 1960], by upper and backward castes from the 
the east central part was inhabited by the Gangctic basin to the north and the Taptt 
Gonds who colonised the area from the basin to the <outh during the rule ot the Delhi 
south [Haimendorf 1989] There were also Sultanate 


The area was first completely controlled 
only during the time of the Mughals who 
subdued the redoubtable Ram Durgawati, 
the Gond queen of Garha (Jabalpur) There 
was a revival of tnbal rule in the early 18th 
century with the establishment of a Gond 
kingdom in Garha but it was soon overcome 
by the expansionist thrust of the Marafhas 
in 1742 The Maratha Peshwas, the Scindieft, 
Holkars and Bhonsles thereafter established 
control over the Chambal valley, Malwa 
Plateau and the Upper Narmada valley, 
respectively The Mughals put m place a 
feudal land revenue system administered 
through local jagirdars and this wascontmued 
by the Marathas This applied only to the ; 
plainsareasasthetnbalsmthehillsgeneratty ' 
remained free Things changed drastically ! 
with the advent of the Bntish They looked 
to land revenue as a major source to finance 
the expenses of administration and warmon¬ 
gering for imperial purposes The whole 
ot the present-day Madhya Pradesh had 
effectively come under their control by 
1820 either directly or through agreements 
with local princes They then proceeded to 
conduct a new land settlement and 
introduced the Malguzan system whereby 
revenue agents were appointed to collect 
the land revenue and all effective control 
over the land was gisen over to them 
Taxes uere increased to around 65 percent 
of production from the 25 per cent 
prevailing under the Mughals and Marathas 
[Mishra 1956] At the same time the Bntish 
began logging the forests for timber and 
also to increase the land under cultivation 
Farmers were brought in from Gujarat and 
Maharashtra and settled on forest lands. 
Thus both the older land owning classes 
and the tnbals found their livelihoods 
threatened and both these sections rose 
time and again throughout the I9thcenuiiy 
against the Bntish [Baker 1979] Especially 
notable is the Great Bhil Rebellion of 1857- 
60 which was contemporaneous with the 
Sepoy Mutiny but continued long after the 
latter had been quelled Unfortunately the j 
Gonds had fought against the Bntish over 
a penod of three decades and just been 
subdued mercilesslyjustpnorto the outbreak 
of the mutiny, otherwise the latter would 
have indeed been hard-pressed to retain 
control over this region The Bhils continued 
to rebel throughout the rest of the 19th 
century and remained a thorn in the flesh 
of the Bntish nght unto independence While 
a few of the Rajput and Maratha pnnees did 
rebel against the Bntish mostofthemthought 
discretion to be the better part of valour and 
co-operated with them The trader clas^ 
seeing possibilities of earning fabulous 
profits as compradors of the British sidecn 
with them totally, even to the extent on 
providing financial help to provision itsf 
armies dunng the mutiny [Ghosh 1985]J 
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Figure 3: SwtMGZONEwtse Development Indicator, 1992-93 



Cham Bund Gond Chhatg Maha Bhop Mai Bhil 
Swingzones 


The present-day Madhya Pradesh was 
formed in 1956 by punching together an 
assortment of princely states and the Central 
Provinces part of British India after the rest 
of the bordering states had had their pick¬ 
ings. The leaders of the INC inducted a 
considerable number of the erstwhile princes 
into its fold and, mainly on the advice of 
the Birlas, embarked on a path of modem 
development. This forced agglomeration 
naturally could not smooth over the 
tremendous natural diversity despite the 
unifying co-optive and repressive powers of 
the modem Indian state and so the different 
regions of the state have shown differing 
political trends which have tended to become 
more divergent with time as more and more 
ofthe backward classes havebecomepolitic¬ 
ally active. To properly assess this diversity 
as it has expressed itself through the election 
results over the years it is necessary to 
disaggregate the results and analyse them 
separately for the different regions. A parti¬ 
cularly useful method of gauging changing 
voter preferences is to study the way the 


Subsequent to the mutiny the British 
dominated areas were consolidated as the 
Central Provinces and Berar under their direct 
rule. The rest of Central India continued to 
be ruled by a motley selection of princes 
under the supervision of British Residents 
and Agents, in tune with the rest of British 
India, with time a western educated 
intelligentsia emerged in this region too. 
While most of these served as minions of 
ihe British some professed nationalist 
sentiments and aired them through the Indian 
National Congress(INC). These latter 
enthusiastically participated in the limited 
tagislativeopportunities that the British made 
available from time to time from 1910 
onwards. The first provincial council was 
set up in 1914 m Nagpur. The members in 
the euphoria of theirnomination immediately 
acquiesced to the government's request to 
help with the British first world war effort 
hi Europe and the west Asia. Even though 
there were bouts of defiance from time to 
time, mainly during the Non-cooperation 
movement and later during the Quit India 
movement, largely the intelligentsia 
contented itself with venting its spleen, if 
at all, within the comfortable confines ofthe 
assembly. This long process of essentially 
collaborationist and sometimes confron- 
tationist politics culminated in the INC 
forming the government in 1937, after a show 
of initial token resistance, after having won 
as many as 70 seats out of a 112 in the 
elections to the provincial assembly held in 
Accordance with the provisions of the 
Government of India Act of 1935. Some of 
the leading lights of the post-independence 
governments of Madhya Pradesh such as Ravi 
Shankar Shukla and Dwarka Prasad Mishra 
had their first taste of power on that occasion. 


Table I * Electoral Characteristics of Swing Zones 


Swing Zone 

Name and 

Category of 
Constituency 

Number of 
Electors 

No of 
Candidates 

Percentage of 
Polling 

Chambal 

Morena (SC) 

1,217,160 

26 

33 72 


Bhind 

1,189,738 

46 

43.16 


Gwalior 

1,183,071 

40 

43 8 


Guna 

1,201,687 

33 

46.61 

Bundelkhand 

Sagar (SC) 

1,044,255 

34 

46 08 


Khajuraho 

1,286,420 

45 

52.22 


Damoh 

1,174,587 

33 

52 23 


Satna 

1,114,747 

71 

59 67 


Rewa 

1,281,032 

76 

46 84 

Gondwana 

Sidhi (ST) 

1,174,435 

16 

56 66 


Shahdol (ST) 

1,143,068 

24 

57 49 


Sarguja (ST) 

1,047,054 

14 

64.49 


Raigarh (ST) 

921,996 

15 

7011 


Mandla (ST) 

955,278 

14 

62.3 

Chhattisgarh 

Janjgir 

1,149,138 

41 

58 09 


Bilaspur (SC) 

1,031,328 

13 

54 04 


Saronggarh (SC) 

1,021,225 

13 

54 98 


Raipur 

1,104.342 

51 

51 68 


Mahasamund 

1,018,379 

28 

61.45 


Ranker (ST) 

988.762 

14 

58.63 


Bastar(ST) 

918,896 

7 

45 98 


Durg 

1,249,989 

61 

52.37 


Rajnandgaon 

968,068 

32 

53 92 

Mahakoshal 

Balaghat 

859.705 

23 

66.14 


Jobalpui 

1,217,193 

38 

43.95 


Seom 

1,045,174 

24 

59 78 


Chindwara 

995.703 

28 

64.11 


Betul 

942,776 

29 

55.7 


Hoshangobad 

1,077.874 

23 

54.19 

Bhopal 

Bhopal 

1,440.530 

45 

50 87 


Vidisha 

1,080,027 

29 

54.32 


Rajgarh 

1,040,214 

24 

57.91 

Malwa 

Shajapur (SC) 

1,112,832 

24 

56.35 


Indore 

1,218,026 

62 

55.37 


Ujjoin (SC) 

1,020,385 

25 

58.51 


Mandsnur 

1,156.870 

31 

61.56 

Bhilistan 

Khandwo 

1,050,085 

20 

56.09 


Khargone 

1.050,324 

32 

57.6 


Dhor (ST) 

1,113,055 

11 

54.4 


Jhabua (ST) 

1,058,771 

43 

47.47 
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election results have swung between contest- with the natural geographical division but 
ing political parties from election to election also with the socio-cultural uniqueness of 
in these smaller, more cohesive, zones. the subregions. The Vindhya region has 

been split up and the two general 
II constituencies of Satna and Rewa have been 

Of Swings and Roundabouts combined with the three constituencies of 

the Bundelkhand region because they have 
Traditionally the state has been divided similar characteristics. The two tribal 
loosely into the six regions of Madhya Bharat, constituencies of Sidhi and Shahdol from 

Bhopal,Mahakoshal,Bundelkhand,Vindhya the Vindhya region have been combined 
and Chhattisgarh. Journalistic analyses of with the tribal constituencies of Sarguja and 
elections have generally followed this Raigarh from the Chhattisgarh region and 
division which reflects the grouping of the tribal constituency of Mandla from the 
princely states intotemporary administrative Mahakoshal region to form a contiguous all- 

units prior to the formation of Madhya tribal zone called Gondwana. The 
Pradesh in 1956. Not only are some of these Mahakoshal region is thus left with six 
areas very large but they also do not have constituencies. The Chhattisgarh region still 
a uniform socio-economic character. So a remains fairly large with nine constituencies 

more appropriate classification needs to be but since it has an overwhelming 
done. This is easier said than done, however, homogeneity apart from Bastar and as it is 

because the parliamentary constituencies impracticable to crcatejust a one constituency 

have been so constituted that they often span swing zone out of the latter it is left that way. 

two or more districts and in some cases a As the details of the zones are discussed 
single district has been split up between as while analysing the swings in voting the 
many as three constituencies. Thus the reasons for this classification will become 
classification done here is a tentative one dearer. Apart from the tribal-dominated 
based on assumptions that are challengeable. Gondwana and Bhilistan regions each of the 

The unwieldy Madhya Bharat region having other regions has a city as a nodal point. In 

13 constituencies has been split up into the the Chambal it is Gwalior, in Malwa it is 

three smaller zones of Chambal, Malwa and Indore, in Bundelkhand it is Rewa, in 

Bhilistan of four seats each and the Riygarh Chhattisgarh it is the Raipur-Durg 

seat has been put into the Bhopal zone which conurbation, in Bhopal it is Bhopal and in 

thus has three seats. This not only accords Mahakoshal it is Jabalpur. An approximate 


indicator of development for these eight 
different zones has been calculated by taUag 
weighted averagesof agricultural production* 
number of factories, road length ari4 
electricity consumption for the year 1992 tp, 
give an idea of the comparative status of 
these zones i n terms of modem development. 
The results have been plotted in Figure t*) 
Though statistical data arc not avaUabte .it) 
should be noted that most of the displacement^ 
arising from this development that has either 
taken place or is going to take place it W 
the tribal areas of Chhattisgarh 
Mahakoshal and in Gondwana and Bhilistan^ 
Ibe electoral characteristics of the eight; 
different zones have been given in Table i\ 
and their geographical location in Figured 
Table 2 gives the constituencywise result* ; 
of the 1996 elections and the overall result* ; 
for the state have been plotted in Figure 5., 
Even though the first Lok Sabha elections 
in the newly constituted Madhya Pradesh 
took place in 1957 the constituenoics for thdt 
election were demarcated in an arbitrary 
manner and so comparison with later 
elections is not possible. Moreover the Jana' 
Sangh began to make its presence felt in the 
state as a force to reckon with only from the 
1962 elections onwards. The INC too first 
received a jolt to its hegemony in the 1967. 
Lok Sabha and assembly elections when for 
the first time a coalition of the Socialists and 
the Jana Sangh came to power in the state. 
So it is appropriate to study the swings in 
results from the 1967 elections onwards. 
The zonewise results and swings have been 
presented together in Table 3. The votes of 
the various Socialist parties have been 
summed up and presented together. The 
Bharatiya Janata Party (BJP) has been given 
the Janata Party votes for 1977 even though 
in those elections the Socialists too were 
with them. The earlier Jana Sangh votes also 
have been credited to the BJP. The zonewise 
swings between the 1 991 and 1996 elections .! 
have been plotted in Figure 6 because they 
provide a revealing insight into the cause of i 
the BJP sweep in the present elections, f 
The period of unchallenged INC 
ascendancy was from 1962 through 196710 
1971 in which time the BJP as the erstwhile ; 
Jana Sangh gradually consolidated its 
position as the sole challenger to the former 
consequent to the decline of the Socialists. 
From 1977 the period of swings from one 
party to the other starts with the BJP sweeping 
the polls in 1977, 1989 and 1996 and the 
INC in 1980, 1984 and 1991. The regional 
voting patterns too have been in tune with 
the waves that have caused these swings.The 
INC sweep in 1984 was an unnatural one 
brought on by the assassination of Indhg 
Gandhi. The 1991 INC sweep too was partly 
due to The assassination of Rajiv Gandhi 
It is noteworthy that apart from the 1977* 
1980, 1984 and 1989 results which were 


Economic and Political Weekly June 29, 1996 




[ iffccted by heavy unnatural swings of 1977 
; 1984 there is little correlation between 

die swing m votes and the swing in seats. 
Kills becomes most conspicuous in the 1990s. 
Kite Bahujan Samaj Party(BSP) has begun 
making its presence felt since 1989 and bids 
i fare to becoming a third force in state politics. 
In the present elections we have the anomaly 
of the BJP losing 0.6 per cent of its vote 
share from 1991 and yet registering a positive 
seat swing of 37.S per cent! A detailed analy¬ 
sis of the swing zones follows to unearth the 
causes behind this exceptional performance. 

in 

Electoral Roller Coaster 

All the Kings Men 

The Chambal region has been dominated 
by the Scindia royal family. Initially both 
the Queen mother Vijayaraje Scindia and 
Madhavrao Scindia were in the INC but later 
both went over to the BJP and even later 
there was a split in the family with Madhavrao 
coming back into the INC at the behest of 


Aijun Singh. So great is the influence of the 
royal family that they have been able to defy 
the tremendous waves that swept the 1971 
and 1977 elections. In 1971 the then Jana 
Sangh got 64.3 per cent of the votes and 100 
per cent of the seats. In 1977 Vijayraje was 
not active for some reason or other and 
Madhavrao was able to win his seat as a 
Congress supported independent from Guna. 
This time the hawala scam did not in anyway 
reduce Madhavrao’s popularity which was 
unaffected on a previous occasion too when 
he was accused of bestowing undue favours 
on the Reliance group of companies There 
used to be some influence of the Praja 
Socialist Party m the area but it was not 
enough to get it any seats This influence, 
however, waned soon and by 1971 there was 
no sign of it whatsoever. The A1TUC and 
CITU both have considerable influence 
among the workers in Gwalior but this has 
never extended to electoral support . 

The internal strategy of the Scindias is a 
matter for much conjecture with strong 
suspicions that there is some agreement 


between the mother and the son to overtly 
defy each other so as to keep a stranglehold 
on the politics of the region. This is necessary 
as the family has considerable business 
interests apart from their landed and other 
property in a region in which they first 
introduced modem industry in the early years 
of the century in collaboration with the Birias. 
These suspicions have gained credence with 
the BJP withdrawing its candidate in the 
present elections against Madhavrao in 
Gwalior after he announced his candidature 
in defiance of the INC high command, thus 
giving him a record victory margin. By 
drawing in all the INC workers and even 
ministers in the state government from the 
other constituencies in the region to help 
with his campaign the latter made things 
easy for the BJP in the other three 
constituencies of the region. Thus even 
though there was an erosion m the voting 
percentage of the BJP by 3.2 points from 
1991 yet the BJP managed to wrest one seat 
from the INC m these elections to take its 
tally from the region to three 


Table 2 Resui rs of Lok Sabiia Elections in M P 1996 


Swing zone 

Name and Category 
of Constituency 

Name, Party and Percentage 
Votes of Winner 

Name, Party and Percentage 
Votes of Runner-up 

Name. Party and Percentage 
Votes of Significant 

2nd Runner-up 

Chambal 

Morenu (S C) 

A Argal. BJP, 42 58 

PChowdh, BSP, 31 21 

B Solanki, INC, 14,51 


Bhind 

RL Singh. BJP. 19 21 

K Kushwah. BSP 16 08 

VN Sharma, INC, 1007 


Gwalior 

M Scindia. MPC, 66 11 

P Bunuya. BSP, 22 11 

S Vajpai, INC, 5 65 


Guna 

V Scindia, BJP. 49 78 

K P Singh INC, 25 89 

PSDhakar. BSP. 14 71 

Bundelkhand 

Sagar (S C) 

V Kumar, BJP, 52 25 

A Ahirwar, INC, 20 61 

J Saket, BSP. 14 28 


Khajuraho 

U Bharati, BJP, 45 27 

M Singh, INC. 25 12 

R PrajapaU, BSP. 9 2 


Damoh 

R Kusmana, BJP, 50 89 

M Nayak, INC.22 67 

S Patel, BSP, 12 47 


Satna 

S Kushwah. BSP. 28 37 

V Saklecha, BJP 24 91 

A Singh. ICT, 19 53 


Rewa 

B Patel, BSP, 26 91 

P Kuinan, BJP 24 81 

S Tiwaii, INC, 17 13 

Gondwana 

Sidhi (S T) 

T R Singh, ICT, 26 4 

M Singh, BJP. 2*i 11 

ML Singh, INC. 17 2 


Shahdol (S T) 

G Singh. BJP. .11 92 

D Singh, INC. 25 14 

F S Marko, BSP, 13 95 


Sarguja (S T) 

K Singh. INC. 41 06 

L Sot, BJP, 39 68 

J Devi, CPI, 8 94 


Ratgarh (S T) 

N Sat, BJP, 42 25 

P Singh, INC. 40 76 

U Rathia, ICT, 5 82 


Mandla (S T) 

P Kulaste, BJP. 44 89 

M Lai, INC, 33 11 

R Singh. BSP, 173 

Chhatusgarh 

Jonjgir 

M Pande, BJP, 41 96 

B Verma, INC, 25 53 

C Chanda. BSP, 14 44 


Bilaspur (S C) 

PMohule. BJP. 41 96 

K Jangdc, INC. 15 49 

TNirala, BSP, 10 07 


Saranggarh (S C) 

P Bharadwaj, INC. 39 88 

D Ratnakar, BSP, 33 79 

SRatre, BJP, 20 57 


Raipur 

R Bats, BJP, 45 56 

D Sahu, INC. 36 42 

V Baghel, BSP. 8 22 


Mahosamund 

P Diwan, INC, 41 41 

C Sahu, BJP, 40 26 

J Dhruv. BSP. 5 45 


Ranker (S T) 

C Nelam, INC, 19 77 

S Potai, BJP, 35 14 

JThakur, CMM.7 54 


Bastar (S T) 

M Karma, IND, 32 15 

M Sodhi, INC. 28 51 

R Todem, BJP. 21 86 


Durg 

T Sahu, BJP, 42 15 

P Belchand, INC, *8 It 

P Patel, BSP, 4 58 


Rajnandgaon 

A Sharma, BJP, 44 67 

SB Singh, INC, 32 78 

B Khanuja, ICT, 5 06 

Mahakoshal 

Balaghat 

VBhagat, INC. 30 91 

G Bisen. BJP. 1068 

K Munjare. KSM.20 2I 


Jabalpur 

B Paranipe, BJP, 49 09 

S Patel, INC 11 17 

C Tnpathi, ICT, 5 35 


Seoni 

P Patel, BJP, 4.164 

V Verma, INC. 32 85 

S Singh, ICT, 5 25 


Chindwara 

A Nath, INC. 46 69 

C B Singh, BJP. 41 14 

None 


Betul 

V Khondel, BJP, 52 22 

A S Khan. INC. 29 74 

V Rajonya. ICT, 6 0 


Hoshangabad 

S Singh. BJP, 47 58 

R Ncdkhra INC, 38 30 

M Patel, BSP, 3 73 

Bhopal 

Bhopal 

S C Verma, BJP, 49 27 

K Kundal. INC, 28 34 

R Saxena, IND, 7 37 


Vidisha 

S Chouhan, BJP, 54 15 

H M Jain, INC. 23 51 

NLodhi, BSP, 7 61 


Raigarh 

L Singh, INC, 43 68 

P Khandel, BJP.39 40 

J Suryavan, BSP, 3 66 

Malwa 

Shajapur(S C) 

T Gehlot, BJP, 56 31 

S Chouhan, INC, 35.02 

None 


Indore 

SMahajan, BJP, 50 94 

M Verma, INC, 35 22 

AShastn, ICT. 4.13 


lljjain (S C) 

S N Jatio, BJP. 53 06 

S Panhar, INC, 33 83 

None 


Mandsaur 

LN Pande, BJP, 49 69 

G Patidar, INC, 38.22 

A Chopra, ICT, 8.20 

Bhihstan 

Khandwa 

N Singh, BJP, 50 49 

S Singh, INC, 34 01 

S Patel, ICT. 8 90 


Khargone 

R Patidar, BJP, 49 26 

B Mandloi, INC, 41 49 

None 


Dhar(ST) 

CSDaibor, BJP. 51 43 

S Solanki. INC, 37 38 

G Mukati, ICT, 8.68 


Jhabua (S T) 

D S Bhuna, INC. 39.78 

B Bhanwar, BJP, 33 9 

P Gehlot, ICT, 12.33 


\m 
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1 \ Percentage Votes V//A Seats Won 


The region is extremely backward and 
4part from Gwalior the other districts like 
ifftMiid, Datia, Guna, Morena and Shivpuri 
Iftave not benefited from the fruits of modem 
l^evelopment. This in part has given rise to 
98>e problem of dacoit gangs. There is a 
considerable dalit and OBC population in 
A region and over the past decade the BSP 
made impressive inroads into this feudal 
^thstness. The BSP first made its presence felt 
‘M 1989 securing 12.4 per cent of the votes 
/'frld after a slight increase to 12.57 per cent 
!'}n 1991, it managed to win 5 seats in the 
;^idhan Sabha elections of 1993. In 1996 it 
;|iot only secured a hefty 26.27 per cent of 
jifjfce votes but just failed to win the Bhind 
i/tfeat by a narrow margin and also came 
^editable runner-up in both Gwalior and 
fljtorena. The BSP has eaten into the votes 
?^fboth the INC, which saw a fall in its vote 
;4}hare by a hefty 23.9 per cent, and the BJP 


major political player from this region has 
been the working president of the Indira 
Congress Tiwari (ICT), Arjun Singh, who 
is the jagirdar of Churhat in Sidhi district. 
Arjun Singh has been a major force in state 
politics forovertwodecades. Noland reforms 
have been possible in the region and even 
today there are bonded labourers. 

The region is extremely backward as is 
evident from the economic indicator 
calculated above. Consequently this region 
too is beset with the problem of dacoit gangs. 
In recent times Satna has seen some 
development with a number of cement 
factories coming up and the ONGC 
prospecting for oil but in general the other 
districts of Tikamgarh, Chhatarpur, Rewa, 
Sagar, Panna and Damoh show little 
development. The diamond mines in Panna 
are a small contributor to the economy of 
the area. The Birlas were the first to exploit 


Rewa. They tried unsuccessfully to get die 
revenue provisions regarding the recognition, 
expropriation and redistribution of ceiling 
surplus land held by the feudal lords 
implemented. They have even sent 
representatives to parliament thrice in 1962, 
1977 and 1989. However, of late this 
influence has waned considerably and in this 
election Yamuna Prasad Shastri who had 
been MP in 1977 and 1989 from Rewa and 
who fought this time on a CPM ticket got 
a miserable 12,175 votes. The pitch began 
to queer for the feudal lords and brahmins 
from 1989 onwards when the OBCs began 
to make their presence felt. Uma Bharati of 
the BJP first won the Khajuraho seat defeating 
VidyavatiChaturvedi to whom she had earlier 
lost in 1984. This time she completed a hat 
trick of victories by defeating Manavendra 
Singh a former Maharaja and sitting MLA 
of the INC. From 1989 the BSP also began 
to make a dent in the traditional vote bank 
of the INC among the dalits. In 1991 the BSP 
was successful in winning the Rewa seat 
thus getting off the mark in the state. This 
forward surge of the backwards has finally 
culminated in all the five seats of this region 
going to the backwards and dalits this time. 

The great upset victory of the 1996 
elections from the state is that of Sukhlal 
Kushwaha of the BSP from Satna pushing 
Aijun Singh into third place. This victory 
is significant not only because the BSP has 
been able to overrun both Satna and Rewa 
defeating Arjun Singh and the widow of the 
late Maharaja of Rewa, Praveen Kumari and 
a host of other upper caste contestants like 
the former BJP chief minister Virendra 
Saklecha and thus drive the final nail into 
the coffin of degenerate upper caste politics 
in the region but also because it has by 


^ind is bound to emerge as a major force in 
fiSse region in the future. Thus even though 
influence of the royal family is still 
ptytfpable there are rumblings which it cannot 
<|fil to ignore. 

Ji* ‘ 

'S Rampaging Elephant 

I jklhe Bundelkhand region is probably the 
, post feudal region in the state. The Scindias 
s fjBifig Marathas are much more civilised 
$ ^tonpazed to the descendants of the Chandelas 
ii Sf Khajuraho fame who still rule the roost 
• p diis region caring little for the niceties of 

II modem democracy. The upwards of 30 
| mall and big feudal lords and princes led 
h the late Maharaja of Rewa literally 
| Imrised the people of the area. The thakurs 
f| fm ably aided by the brahmins who also 
| |*rni a considerable section of the upper 
| Writes in this region. Apart from the reserved 
^ fagar seat till a few elections ago this region 
^led to return upper caste candidates. 
P Imperially notable was the performance of 
'A tale Maharaja of Rewa who was elected 
!%MP thrice in 1971, 1980 and 1984. The 


the limestone deposits in Satna and set up defeating the BJP candidates in both Rewa 
a cement factory there. They have other and Satna sounded the death knell of the 

interests in the area and control politicians two-party system that had emerged in the 

of all hues who hail from the area. state since the late 1980s. Jaikaran Saket the 

The Socialists have had a strong influence general secretary of the state BSP and sitting 

in the area especially in Tikamgarh and MLA from Devtalav in Rewa, however. 


Table 4: Population Segmentwisk Sf.at Distribution. 1962-96 

(Percentages) 


Year 

1962 

1967 

1971 

1977 

1980 

1984 

1989 

1991 

1996 

Women 

16.7 

13.5 

8.1 

0 

7.5 

5 

7.5 

12.5 

12.5 

Muslims 

5.6 

0 

0 

2.5 

5 

5 

2.5 

2.5 

0 

Scheduled Castes 

13.9 

13.5 

13.5 

12.5 

15 

15 

15 , 

17.5 

20 

Scheduled Tribes 

19.4 

21 6 

21.6 

20 

22.5 

22.5 

22.5 

22.5 

22.5 

0 B Castes 

8.3 

5.4 

2.8 

10 

5 

5 

12.5 

15 

20 

U Castes 

55.6 

54.1 

64.9 

55 

50 

50 

45 

42.5 

37.5 



Table 5: 

Party-wise Vote Distribution, 1962-96 











(Percentages) 

Year 

1962 

1967 

1971 

1977 

1980 

1984 

1989 

1991 

1996 

INC 

39.5 

40.8 

45.6 

32.47 

47.2 

56.96 

37.3 

45.3 

31 

BJP 

17.9 

29.6 

33.6 

57.9 

31.3 

30 

43.3 

41.9 

41.3 

SOOJD 

17.6 

8.7 

2.8 

NA 

7.8 

1.1 

11.8 

4.2 

1.1 

BSP 

NA 

NA 

NA 

NA 

NA 

NA 

0.8 

3.6 

8.2 
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Flotme 6; Smnoi in Loksakha Elections ihom 1991-96 



E3 Swing in INC Votes CUSwing in INC Seats 


could come only third from the Sagar reserved 
constituency which was won by the BJP. 
The BSP has increased its vote share in the 
region from 6.9 in 1989 to 18.2 in 1996. 
Aijun Singh with his devious politics and 
thoroughly corrupt dealings has vitiated the 
political scene in the state for quite some 
time. Among the more reprehensible in a 
long list of black deeds of this wily politician 
is his sellout to the Union Carbide after the 
Bhopal gas disaster in 1984 when he was 
the chief minister of the state. It is not 
surprising that he has also been implicated 
in the hawala scam. Satna has a considerable 
Muslim population and has on two occasions 
sent Muslim MPs to the Lok Sabha on the 
INC ticket. One of them Gulsher Ahmed is 
very well thought of and yet Arjun Singh 
has consistently waged a campaign against 
him to scotch his chances of emerging as 
an independent leader in his own right. He 
paid for this finally as all the local INC 
leaden from Satna worked full time to ensure 
his defeat In this region too the BJP despite 


a 0.2 per cent fall in its vote share has 
succeeded in increasing its share of seats by 
one from 1991. The INC has registered a 
fall of 20.4 per cent in its vote share and 
lost the two seats of Satna and Sagar that 
it had previously held. There is an incipient 
movement for the creation of a separate 
Bundelkhand state consisting of some 20 
districts of UP and M P, but it is still very 
weak and electorally insignificant. 

Sleeping Hills 

The section of the population in the state 
that has been most cheated by the 
opportunistic politics of the INC is that of 
the tribals. Despite having won consistently 
from tribal areas not only has the INC partly 
developed the regions where they reside in 
a manner which has not benefited them but 
on the cdntrary the projects initiated have 
led to their displacement. Nowhere is this 
more evident than in the eastern tribal belt 
which has been given the evocative name 
ofGondwana for the purposes of this analysis. 


Apart from Mandla Ms R§ion has bm \ 
dominated by erstwhile princes. The: 
SingMpos in Raigarh from where V; 
Singhoeowonin 1962before it was declared 
a tribal seat. The tribal Mahantfa Naresh 
Chandra Singh who was chief tpinister of 
the state for a short while and his daughter : 
Pushpadevi Singh who was elected thrice ift : 
1980,1984and 1991. Sidhi and Shahdol**, 
under the influence of Atjtm Singh. Thtt 
backwardness of the region can be gauged j 
from the fact that there are frequent starvatibn j 
deaths in Sarguja and Raigarh and recently ^ 
there were reports of people suffering from; 
diseases and even dying from the drinking, 
of water from polluted ground water sources 
in Mandla. There has been a lot of industrial 
and mining development in some places in 
Mandla, Shahdol and Sidhi but these hAvei 
not only passed the tribals by but, what is 
even worse, have caused untold misery to 1 
them through displacement and pollution. 
Singrauli in Sidhi district which is knowta 
as the power capital of India is also the area 
with the greatest number of displaced persons 
to the sq km in this country. 

Once upon a time this region too had a 
substantial Socialist presence but as 
elsewhere in MP this soon dwindled away 
for reasons to be discussed later. In the 
absence of any other credible alternative and 
rising disenchantment with theopportunistic 
and self-serving tribal leadership of the INC/ 
the people in this region have from time to 
time plumped for the BJP. The latter has! 
been particularly active in the area to counter 
What it perceives as the threat of conversions 
by the Christian missionaries. There have 
been attempts by the Gonds to organise 
along ethnic lines but due to a large absorption 
oftheGondintelligentsiaintothegovemment 
bureaucracy these attempts have not really 
succeeded so far. This is a legacy of the 
British who after having suppressed the 
Gonds with much trouble in the 19th century 
spread both ^Christianity and education 
among thefn~to as to quieten them. 
Consequently the tribals of this region have! 
yet to put their distinctive signature on the 
politics of the state. 

The elections in 1996 saw the INC rift! 
with dissensions and the strong presence of 
the ICT ensured that the INC fared miserably.; 
In Sidhi the ICT candidate won pushing the! 
INC candidate to third place. In Shahdol the 
sitting INC MP and former union minister 
Dalbir Singh was defeated due to his own 
arrogant behaviour over the past decade ini 
which he has been representing the area' 
which has sometimes touched oil 
hooliganism and because of the disaffection 
of the employees of the Southeastern! 
Coalfields who felt he was doing nothing 
to press their case against retrenchments and 
mechanisation. The BSP and the Janata Dal 
candidates too ate away a substantial portion 
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Ilfibe votes which together with that of the 
j#WC added up to more than that of the B JP. 

< WShpadevi Singh lost from Raigarh because 
'tie ICT candidate ate away enough votes 
f&ioe Nandkumar Sai of the BJP through. 
■Mis was a personal victory for the militant 
Jro-missionary Rajya Sabha MP and Raja 
' r tf Jashpur, Dilip Singh Judev. The surprise 
defeat was that of Mohan Lai the sitting MP 
»‘rxmi Mandla by a convincing margin of 
|4,620votes. In this region the BJP recorded 
;inly a 1.9 per cent increase in vote share to 
set a whopping 60 per cent increase in seats 
Jvon while the INC registered a drop of 20.9 
m cent in votes and 80 per cent in seats. 

Unquihi Fi-OWS the Maiianadi 

/ The Chhattisgarh region is the 'Ruhr' of 

- vfadhya Pradesh. With iron ore, limestone, 
tauxite and coal available in plenty apart 
ifrom various other minerals there has been 
Ike development of a variety of industries 

- wound the basic steel, cement, aluminium 
ifftd power plants. Most of this development 
r tas taken place along the Howrah-Bombay 
ilailway line between Bilaspur and Durg 
r Vith the focal point at Bhilai. The benefits 
. x4f this development have been cornered 
f mostly by the industrialists and the skilled 
: yorkers who have come from as tar afield 
> 1 a Uttar Pradesh and Andhra Pradesh apart 

from other regions of the state. The local 
* people who are mainly agriculturists and are 
Responsible for the fame that Chhattisgarh 
f4as earned as the producer of rice of good 
w 4uality in large quantities have been given 
wort shrift. Little attention has been given 
\m agriculture and the needs of the villages 
!^ind on the contrary, as is usual, massive 
^placements have taken place. Thus poor 
/tShhattisgarhis have to migrate as far as 
1 Bombay and Delhi in search of employment. 
^jThese issues and that of sustainable 
4 'fcvelopment following the formation of a 
'"ieparale Chhattisgarh state have been raised 
*\TU»t stridently by the Chhattisgarh Mukti 
“Morcha (CMM) even though it has not been 
Able to gamer enough electoral support for 
,jhesc demands. 

' A new breed of industrialists like the 
taedias, Shahs and the Jams of hawala 

E cty have grown in this region over the 
to decades or so under state patronage 
successive INC governments. Even 
^ though the politicians from Chhattisgarh 
'[have been traditionally dominant in state 

S ties because of their experience of 
iamentary democracy from the British 
»s, the loss in the 1967 assembly elections 
tad to the influence of the likes of D P Mishra 
being chal lenged by a newer set of politicians 
wd by the indomitable fixer, Arjun Singh, 
||uMl the Madhya Bharat politicians led by 
PC Sethi. The Shukla brothers, VidyaCharan 
Shyama Charan, as inheritors of the INC 
‘taiantle in Chhattisgarh fell back on these up 




and coming industrialists for financial help 
to buy their lead in state politics and in return 
made available to the latter various facilities 
for their unscrupulous business activities. 
Arjun Singh was not to be left behind and 
so he too got into the act and soon managed 
to win over these industrialists and a 
considerable section of the INC from 
Chhattisgarh. Consequently over the years 
these industrialists have replaced the Birlas 
as the major forces behind the politicians in 
the state. The power of these new moneybags 
can be gauged from the fact that it is they 
who have been bagging the lucrative power 
projects outmanoeuvring the likes of Birlas, 
L&T and the Tatas. The BJP too in its short 
stay in power fell back on these people for 
financial help. 

Chhattisgarh has a large concentration of 
dalits and quite a few of them belong to the 
Satnami sect which was started by Guru 
Ghasidas. Concentrated in the Bilaspur area 
mainly, these people have played a major 
role as supporters of the INC. The other 
dominant community population-wise is that 
of the Telis, an OBC. Tnbals form the third 
major segment and are most numerous in 
Bastar. Over the years all these sections of 
the population have moved away from the 
INC which they used to back solidly till the 
1971 elections. The BJP ably aided by the 
RSS has worked tirelessly to woo these 
sections and succeeded in forming a 
committed cadre even in the remote Naxalite 
controlled areas of Bastar. The influence of 
the Naxalites themselves is very limited as 
they operate as independent dalams these 
days with lesser overall co-ordination than 
previously. There are unsubstantiated reports 
that they supported Arvind Netam’s wife in 
Ranker for a monetary price this time. The 
BSP has been increasing its mass base m this 
region since 1989 and slowly emerging as 
the third force. 

INC politics in the region has always been 
fractious in recent limes with the battle 
between the Shukla and the Aijun Singh 
factions. The elections this time not only 
saw the INC a house divided as usual but 
also the hawala fallout meant that Arvind 
Netam and V C Shukla were restricted to 
their own constituencies to ensure the victory 
of their proteges. The INC did manage to 
retain three seats m the region in these 
elections, but these were more on the basis 
of the personal equations of the candidates 
than because of the party itself. Arvind Netam 
has put the long years as an MP and minister 
to good use to build up a cadre base loyal 
to himself and despite the challenge from 
the BJP, ICT and Janaklal Thakur of the 
CMM. his wife Chabila won the seat by a 
larger margin than that of her husband in 
1991. Pawan Diwan too scraped home by 
a narrow margin from Mahasamund on the 
basis of personal appeal.The most interesting 


battle was that between the INC state 
president Parasram Bharadwq and the BSP 
state president Dauram Ratnakar for the 
Sarangarh (SC) 9eat which the former won 
convincingly by a margin of 34,277 votes. 
The INC rebel M Karma won from Bastar 
defeating the sitting MP M R Sodhi who has 
allegedly done little for the tribals of the 
region. Karma was at the forefront of the 
battle against the conversion of Bastar into 
a sixth schedule area from the present fifth 
schedule and this earned him considerable 
support from the non-tribals. All the other 
seats were taken by the BJP not because of 
any marked preference for it but because of 
the disaffection of the electorate with the 
sitting MPs one of whom was implicated in 
the hawala scam, another was accused of 
womanising and a third was responsible for 
the vandalism that caused a loss of Rs 200 
crore to railway property and untold 
difficulties to everyday passengers in the 
agitation against the bifurcation of the 
Bilaspur Railway Division. The ICT 
candidate and sitting MLA Bodhram 
Kan war’s presence resulted in the defeat of 
the last sitting MP, B L Verma from Janjgir. 
Once again the BJP registered a 35.6 per cent 
increase in seats won from the 1991 elections 
while suffering an erosion of 2.1 per cent 
in the vote share. The INC lost 11.6 per cent 
of the vote share and six of the nine seats 
that it had held. The BSP raised its share 
of the votes by 4.1 per cent. 

The CM M’s Janaklal Thakur expectedly 
lost from Ranker against Chabila Netam but 
what was disappointing was the poor show 
he put up. He has worked tirelessly over the 
past three years as an MLA to get the issues 
being fought over by the non-party political 
formations raised in the assembly. 
Simultaneously he has been campaigning 
for a more balanced and sustainable 
development policy for the region. TheCMM 
has launched campaigns against the 
government’s liberal liquor policy and its 
unfair support of the industrialists in the 
fight that the workers are fighting for their 
basic rights. Yet not only did he not make 
an impact on the seven other assembly 
segments of Ranker Lok Sabha constituency 
but he also fell behind the INC in his own 
Dondi Lohara assembly constituency. His 
predicament underlines the marginality in 
electoral terms of the people fighting for an 
alternative developmental model as the basis 
of a more participative polity in the state. 
Four other candidates of the CMM fared 
even worse. 


Neglected Heart 

The Mahakoshal region forms the 
geographical centre of the state and so 
logically Jabalpur should have been the 
capital of the state. The princes who formed 
a considerable lobby in the INC at the time 
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and the politicians from Madhya Bharat, on 
the contrary, wanted the capital to be in 
Indore which was the biggest city in the 
state. In the end Bhopal was chosen as the 
compromise in the battle between Madhya 
Bharat and the Central Provinces. This 
marked the beginning of the decline of the 
region. While Chhattisgarh and Madhya 
Bharat had vocal leaders who cornered large 
slices of the governmental cake the 
Mahakoshal region despite being rich in 
coal and other mineral resources remained 
neglected. The story of the few development 
projects that have been undertaken like the 
Tawaand Bargi dams and the Sami Thermal 
power plant is the familiar one of 
displacement and stagnating or shrinking 
employment for local people for the benefit 
of industrialists and outsiders. All the INC 
politicians of the region have been self¬ 
servers including the high profile outsiders 
like Kamal Nath and Aslam Sher Khan. That 
they have been able to retain their seats for 
so long and in the case of Kamal Nath his 
wife has won this time too is because of the 
general apathy of the voters and the low 
levels of concern for the political process 
in rural areas. The BJP made its debut in 
the area in the 1977 elections and has been 
performing creditably ever since. The 
Socialists too have been active in the area 
and sent such stalwarts as H V Kamath to 
the Lok Sabha twice from Hoshangabad. In 
1989KankarMunjarearebel from the Janata 
Dal and a firebrand young politician scored 
a surprise victory from Balaghat. The 
Republican Party too had a good base in the 
region. With time the influence of both the 
Socialists and the Republicans has waned. 
So much so that Sharad Yadav who is the 
general secretary of the Janata Dal and who 
hails from Narsimhpur district of the area 
and who had won the elections from Jabalpur 
in 1971 and 1977 has had to seek greener 
pastures in Bihar. 

This time the elections were notable for 
the mindboggling levels of infighting in the 
INC. Apart from Chindwara and Balaghat 
where the INC registered victories all the 
other constituencies saw tremendous 
lobbying prior to the allotment of tickets and 
then when the tickets were allotted the 
dissatisfied sections worked actively to defeat 
the official candidate. Especially pathetic 
was the fate of Rameshwar Neekhra in 
Hoshangabad where he had to contend with 
the opposition of two cabinet ministers in 
the state government, A N Mushran and 
H L Raghuvanshi. The latter openly worked 
against Neekhra to settle old scores. The net 
result was that the BJP coasted through 
registering an increase in vote share from 
1991 of 4.6 per cent and an increase in seat 
share of 50 per cent. The winner from 
Hoshangabad Sartaj Singh went on to become 
the agriculture minister for a fortnight in the 


shortlived Vajpayee government at the 
centre. In Jabalpur the sitting INC MP 
Shravan Patel, the ‘bidi king*, paid for his 
arrogance which had alienated most people. 
The INC lost 14.5 per cent of its vote share 
from 1991 and three of the five seats that 
it had held. 

Rise of New Satraps 

The Bhopal region boasts of two relatively 
young and ambitious politicians out to carve 
their own power bases. The Bhopal 
constituency is the playground for the BJP 
state general secretary Babulal Gaur who is 
an OBC who has made it up from the ranks 
as a trade union leader and is a vocal advocate 
of devolution of power within the BJP to 
the OBCs. Even though originally identified 
with the Patwa group he has over the past 
two or three years emerged as a leader in 
his own right. The Rajgarh constituency is 
the home turf of the state chief minister 
Digvijay Singh who is the prince of 
Raghogarh which is situated here. He has 
over the past five or six years gradually 
increased his strength to such an extent that 
he has not only checkmated the Shukla 
brothers but has also overshadowed his 
onetime mentor Arjun Singh. While the task 
of Babulal Gaur was fairly easy given the 
tremendous infighting within the INC with 
the Manak Agrawal group unhappy with the 
dominance of the Suresh Pachauri group in 
the politics of the region, that of Digvijay 
Singh was much tougher for the same reasons. 
That eventually Digvijay’s brother Laxman 
managed to retain the Rajgarh seat is mainly 
due to the fact that the Scindias threw in their 
weight behind him in another of those internal 
pacts that form the stuff of their politics. 
Pyarelal Khandelwal, the BJP candidate, led 
in five of the eight assembly segments and 
yet lost because of the drubbing he got in 
the Chachora and Raghogarh segments which 
fall in Guna district and where the Scindias 
have a considerable influence. The third seat 
of Vidisha Loo went the BJP way because 
the sitting MP Shivraj Chouhan has been 
consistently trying to do what little he could 
over the previous ten years of his incumbency 
to develop this extremely backward region. 

Bhopal had a Muslim Nawab prior to its 
accession who wanted to join Pakistan. There 
was a movement at the time against the 
Nawab and the Socialists and Communists 
had been active in it along with the INC. 
After the deposi tion of the Nawab the present 
president S D Sharma was chief minister for 
some time. He later represented Bhopal in 
the Lok Sabha for two terms in 1971 and 
1980 losing in between to Arif Beg in 1977. 
From 1989 onwards S C Verma the former 
chief secretary of the state has been repre¬ 
senting Bhopal on the BJP ticket. The share 
of seats remained as in 1991 the BJP winning 
two and the INC one but the BJP suffered 


a loss in vote share of $ per cent while the 
INC registered a decrease .of 8.7 per cent 

Saffron Bastion 

Indore is the nerve-centre of the RSS in 
Madhya Pradesh. Early on the RSS began/;, 
working in a systematic manner to create*/’; 
base for the B JPin this region and it registered 
its first Lok Sabha successes in 1962 fittfn,.;> 
Mandsaur, Dewas and Khargone as a result $ 
All the BJP chief ministers so far, V K// 
Saklecha, Kailash Joshi and S L Patwa haij 
from this region and most of the major '£ 
leaders like L N Pande, the state BJP president 
and KhushabhauThakre the national general $ 
secretary are also from this region. Slowly 
and strategically the RSS has evolved plans 
to cultivate the OBCs, tribals and dalits and. : 
thus increase its support base. So successful - 
has this strategy been that all the eight OBC*, . 
elected from the state this time are from the . 
BJP and as many as 5 of the dalits and 4 
of the tribals belong to the party. The RSS 
has played an anchoring role through the . 
virulent factionalism that has beset the BJP • 
in recent years and has been mainly > 
responsible for ensunng that the disgruntled , 
Patwa faction did not do much mischief in 
the present elections. No wonder then that ■■, 
the BJP has once again swept all four seats , 
in the region helped on by the excellent 
record of all its sitting MPs who have - 
introduced a culture of accessibility in 
contrast to the arrogance of the INC leaden. , 
The BJP has won all the four seats of the ., 
region since the 1989 elections and in the ,j 
1993 assembly elections it swept all the seats 
in the Indore parliamentary constituency. 
Nevertheless there has been an erosion in 
its vote share by 1.8 per cent from 1991. The 
INC has seen a reduction of 6.8 per cent. 

The elections in 1962 from Indore were 
won by Homi Daji a trade union leader of 
the CPI. Indore was the first town in MP 
to see the setting up of modern manufacture 
under the patronage of the Holkars and. 
gradually developed into a flourishing trade 
and industrial centre. Simultaneously with 
the development of the mill sector there was 
the growth of militant trade unionism and 
Homi Daji as the charismatic leader of the 
workers won in 1962. Later, however, he 
could not retain the seat losing it to the INC 
stalwart P C Sethi in 1967. Sethi held the 
seat till 1984 with the exception of 1977 
before finally losing it to Sumitra Mahajan 
in 1989. P C Sethi during his long 
incumbency in which he served as union 
cabinet minister and also as chief minister 
for a short while ensured that Indore retained 
its position as the industrial and commercial 
capital of the state. Today even though the 
traditional textile mills have become 
moribund, various other industries have 
developed to help it to maintain its lead. 
Ujjain, Mandsaur and Dewas too have seen 
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lOOtoiderable development and so this region 
I»1b a class apart from the rest of the state. 

Bhils Armed 

The most heartening aspect of politics in 
the state in recent times has been the 
rediscovery by the Bhils of their traditional 
militancy. Despite the fact that the Bhils are 
much less educated than the Gonds who 
have had much greater exposure to modem 
•ideas from the time of the British it is the 
former who have risen up to challenge the 
hegemony of the upper castes in state politics 
within the INC. The MP from Jhabua Dilip 
Singh Bhuria had launched a conceited 
campaign for a tribal chief minister aided 
hy Jamuna Devi a cabinet minister among 
others. For this he had to face the opposition 
Of the upper castes led by Digvijay Singh 
\ who succeeded in propping up a rival set 
' Of tribal MLAs and MPs against him. This 
rival group did their level best to see that 
Bhuria lost m the elections but it is indeed 
creditable that he managed to retain his seat 
for a straight fifth time in a row thus consider¬ 
ably increasing his stature Not that Bhuria 
ll a very upright or even clear-headed person 
hut he has consistently defied the establish¬ 
ment at considerable risk to himself and 
carved out a space for himself in the process. 

In contrast the INC MP from Dhar S B 
Sotanki has been distinctly inactive and has 
done little for the people who have voted 
him to power and so he has paid with his 
defeat this time. The other two seats in the 
region are not reserved and they have gone 
to the BJP. The Khargone seat has been 
retained by the incumbent R Patidar while 
.the Khandwa seat has been wrested from the 
fNC. The BJP has registered an increase m 
vote share by 4.1 percent. This time the INC 
, like in other areas faced infighting problems. 

I The Khargone candidate was a personal 
: choice of the deputy chief minister Subhash 
I Yadav and the opposing group in the district 
1 INC aided and abetted by the chief minister 
1 Digvijay Singh worked overtime to ensure 
I that the official candidate was defeated. 

: Similarly in Khandwa and Dhar too cabinet 
ministers were involved in sabotage 
\ operations. The INC vote share fell by 14.7 
1 per cent and its seat share by 50 per cent, 
t Over the past decade this region has 
(witnessed the growth of several mass 
1 organisations of the Bhils, the foremost 
r among them being the Narmada Bachao 
Andolan, which have been opposing the 
development thrust of the government that 
has led to* large-scale displacement, 
deforestation and consequent destitution. 
Even though these organisations largely 
abjure electoral politics the issues that they 
hive raised and the mass mobilisations that 
have taken place around these issues have 
left their imprint on the mainstream parties. 
) Consequently all the candidates this time 


have had to pay special attention to such 
issues as the unrestricted sale of unlicensed 
country liquor, the comiption in government 
services and the inadequacies of t|ie present 
system of panchayati raj. The government 
bureaucracy, which used to function like a 
surrogate feudal system in this region, has 
been considerably chastened by the mass 
actions of these organisations over the past 
decade. Like the CMM these organisations 
have not been able to make their mark in 
elections but have definitely strengthened 
the bargaining power of politicians like D 
S Bhuria who along with Somjibhai Damor, 
the INC MP from Dahod in Gujarat, has 
raised the demand for a separate Bhilistan. 
Bhuria has even set up an Adivasi Ekta 
Pan shad to pressunse the INC to accede to 
various tribal demands including the 
recommendations of the parliamentary 
committee on implementation of a special 
panchayati raj for tribal areas that he headed. 

IV 

Things Falling Apart 

Ever since the 1977 elections, with the 
exception of the 1984 elections which were 
held under exceptional circumstances 
following the tragedy of Indira Gandhi's 
assassination, the people of the state have 
been voting against the party m power in 
the state during the Lok Sabha elections. 
This time also this trend has been followed 
but with the difference that there has not 
been a swing towards the winning party. The 
government of Digvijay Singh was no worse 
than any of the governments of both the INC 
and the BJP that preceded it. Indeed by 
introducing panchayati raj of however 
hobbled a variety and making the government 
a more responsive one, if not a less corrupt 
one, Singh has considerably increased his 
popularity. The factors for the INC defeat 
lie more in the infighting within the party 
which touched abysmal levels this time. 
Apart from Aijun Singh and Madhavrao 
Scindia who set up separate parties altogether 
there were a number of ministers and leaders 
who worked openly against party candidates. 
The run-up to the elections was peppered 
with expulsions and issue of show-cause 
notices. There are reports that Digvijay Singh 
himself worked overtime to defeat several 
candidates like Bhuria and B S Mandloi, the 
candidate from Khargone and protege of 
Subash Yadav, a possible challenger for 
chief ministership. Another factor in the 
defeat was the wrong choice of candidates 
by the INC. Most sitting MPs or their proteges 
were given nominations without assessing 
the record of these people in their past stints 
which had alienated them from the masses. 
The main reason of course was that its 
traditional supporters, the tribals and dalits, 
had begun seeking alternatives. 


Themost hriportjyttdevelopirient hasbeen 
the emergence of OBCs, dalits and tribals 
as major players in state politics heralding 
the eventual eclipse of upper caste 
domination. Table 4 gives the representation 
of various sections of the population in the 
different Lok Sabhas from 1962 onwards. 
The upper castes have had more than 50 per 
cent representation right up to 1984 far in 
excess of their share in the population of 10 
per cent. Since the tribals and the dalits have 
had seats reserved in proportion to their 
population share this has meant that the 
OBCs have suffered lesser representation. 
Even though the latter constitute as much 
as 48 percent of the population they are split 
up into various castes without any one caste 
being dominant like the Yadavs in UP and 
Bihar and no umbrella organisation of all 
of them together. Consequently they have 
been consistently shortchanged in electoral 
terms. From 1989 onwards there has been 
a steady decline in the upper caste 
representation with the OBCs increasing 
their share and the credit lor this, like it or 
not, goes to the BJP. From 1991 the BSP 
too has been winning from general seats thus 
giving the dalits a greater share of the seats 
than their share in the population. Not only 
has the share of upper castes gone down to 
just 37.5 per cent of the seats but, what is more 
important, such stalwarts as Aijun Singh, 
Virendra Saklecha, V C Shukla and Vimla 
Verma have been comprehensi vely sidelined. 

Another major change is the emergence 
of the BSP as a third force in the state. The 
INC immediately after independence was 
composed of the erstwhile princes, retired 
bureaucrats, and the politicians of the pre 
independence era propped up by financiers 
and industrialists and was an extremely 
reactionary outfit. Feudal influences ensured 
that the tribals and dalits voted for it despite 
the fact that the development policies it 
adopted led directly to their further 
marginalisation. The Socialists who could 
have increased their influence by continuing 
the anti feudal struggles of the pre 
independence era and brought about some 
real transformation failed to do so partly 
because of infighting which has been the 
bane of the Socialists in this country and 
partly because some of their better leaders 
and workers were enticed into joining the 
INC. The leaders of the CITU and the AITUC 
engaged themselves in the brokerage of wage 
agreements rather than attempt political 
mobilisation and education of their members 
and so the CPM and CPI too have remained 
largely irrelevant in the state. The BJP could 
emerge as a force precisely because the RSS 
systematically began cultivating the OBCs 
and later the dalits and tribals to capitalise 
on the resentment among these sections at 
the policies being pursued by the INC. 
Table 5 gives the performance of the various 
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particiinthcdiffcrentl^Sabhadcctions. 
Given (he fact that the same kind of negative 
influences came to play on the BJP when 
it was in power and led to its downfall in 
the 1993 assembly elections there is 
considerable scope for the BSP or eyen an 
ethnic party of tribals to emerge as forces 
capable of creating hung assemblies like in 
neighbouring Uttar Pradesh. This assumes 
signiiicance when we see that the BJPactually 
suffered a loss in its vote shave from 1991 
and could win so many seats only because 
rebels, the ICT and the BSP ate into the INC 
vote share. The BJP itself is bound to face 
virulent dissident activity, which was kept 
in abeyance this time, during the next 
assembly elections where the stakes are going 
to be higher for people like Patwa and Joshi 
not to forget the likes of Gaur. 

Women and Muslims have been 
consistently under-represented in the Lok 
Sabha from the state. Even though the ha wala 
bomb ensured that the wives of Kama! Nath 
and Arvind Nctam got elected this time 
rather than their high profile husbands so 
as to make up for the loss of Pushpa Devi 
Singh and Vimla Verma and so maintain the 
percentage at 12.5 as in the last Lok Sabha. 
the general status of women in the state is 
extremely low and all parties without 
exception have a poor track record. The 
reservation of 30 per cent seats for women 
in the panchayats has led to a change with 
women coming out for the first time in many 
places but it will take time for these women 
to make a^mark and claim their fair share 
in the polity in the same way as the OBCs, 
dalits and tribals have begun to do. The 
voting percentages of women have gone up 
from a meagre 14.3 per cent in the 1962 
elections progressively and reached 49.2 in 
the present elections indicating a greater 
participation, but to what extent this voting 
is free of the influence of their husbands and 
social leaders is debatable. 

The only Muslim candidate from a major 
party, Aslam Sher Khan, lost the elections 
thus reducing their representation to nil, a 
state of affairs that prevails in the Vidhan 
Sabha too. The Muslims this time were 
conspicuous by their absence from the polling 
booths. All over the state, including Betul 
from where Aslam was contesting, the 
Muslims showed little enthusiasm for voting. 
In Indore disciplinary action was called for 
against the Muslim leaders of the INC for 
not having campaigned for the party 
candidate. It appears the Muslims, 
disappointed with the performance of the 
INC and having no other worthwhile 
alternative, decided to vote with their feet 
and stay away from the polling booths. The 
dirty politics played by Aijun Singh ensured 
that even decent Muslim politicians like 
Gulsher Ahmed remained aloof from 
campaigning this time. 


The past decade has witnessed the 
mushrooming of a number of non-party 
organisations in the state. They first came 
into prominence with their protest against 
the government's sell-out to the Union 
Carbide Corporation after the Bhopal gas 
disaster in 1984. Subsequently these 
organisations have fought for the right to 
livelihood of various marginalised segments 
of the population who have been at the 
receiving end of the deleterious effects of 
the gavernment’s development policies. 
Using mass agitational tactics, lobbying and 
press publicity, they have forced the 
government and the bureaucracy to change 
their style of functioning both at the level 
of formulation of policies and in their 
implementation. A major sufferer due to 
their activities has been the World Bank. 
The World Bank has been an important 
sponsor of much of the destructive 
development in the state and in recent times 
it has been considerably hobbled by these 
organisations having had to withdraw 
altogether from the much publici sed Narmada 
dam project. For a variety of reasons, which 
form the substance for a separate article 
altogether, these organisations have not made 
much of an impact in electoral terms as 
stated earlier. 

To what extent the voter turnout in elections 
reflects the level of awareness among the 
electorate is a debatable point. While some 
argue that a higher level of polling indicates 
that more people are aware of their rights 
others point out that many of the voters are 
indifferent because they perceive that 
parliamentary democracy is inherently biased 
towards the rich in society. The universal 
phenomenon of leaders, even from the 
oppressed sections, being bought over further 
fuels this cynicism. The percentage of polling 
has remained between 50 and 55 ever since 
the 1967 elections after a low of 42.2 in 
1962. This time too the polling percentage 
was 54.5. So nothing conclusive can be 
inferred from these data. The Malwa region 
has generally been the highest polling area 
and the tribal areas have registered low 
turnouts. This time surprisingly Gondwana 
came out on top with an unprecedented 62.2 
per cent with Raigarh constituency recording 
a record breaking 70.1 per cent. Madhya 
Pradesh has generally remained free of poll 
violence and rigging and this time too there 
were no untoward incidents. 

Parliamentary democracy of the first-past- 
the-post variety was developed in the centres 
of capitalism in the west to give the people 
an impression that they were influencing the 
policies of the state while in reality control 
was retafned by the ruling classes. Thus 
while there is talk of political and social 
equality, economic inequality is not only 
acknowledged but protected by law in the 
constitutions that lay down the ground rules 


for the functioning oftueft democracies. The 
state in such democracies uses (tie 
considerable resources at its disposal to soften 
the effects of laissez-faire economics and to 
co-opt the more vocal among the oppnes$$d 
classes into the system. This is how militei& 
trade union movements in the west h 0m 
been bought over and this is how rid* 
communist movement in this country halt.' 
lost much of its edge. Consequently ttt 
upsurge of the backwards that we<nt% 
witnessing too has been largely co-opted 
within the prevailing system. 

Nevertheless the contradictions that arise 
in a poor country like India with its vasU 
diversity due to uneven dependent capitalist 
development are far more difficult to 
reconcile within a bourgeois parliamentary 
set-up and this has led to two parallel 
developments from the late 1960$ onwards* 
On the one hand, more and more peoplchave 
chosen extra-parliamentary violent and nofr 
violent channels of political activity and oh 
the other, there has been a trend towards 
coalition politics within the parliamentary 
system itself. With time these features have 
become more and more prominent with both 
extra-parliamentary political activity and 
coalition politics on the rise. In future these 
features are going to aggravate to the point 
of non-govemability and so a more just, 
equitable and participative socio-economic- 
politico structure will have to be evolved. 
The 1996 parliamentary election results from 
and the prevailing political scenario in 
Madhya Pradesh sound a fair warning of this 
kind of disintegration of the parliamentary; 
system that the upper classes adopted oft; 
behalf of the people of India at a time wheel 
the vast majority were yet to make their tiyuj 
with destiny, let alone be in a position tol 
redeem it. . j 
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DISCUSSION 


Subalterns and Subaltemness 

Thomas J Mathew 


IT is with some degree of hesitation that 1 
am making this intervention in the debate 
between Ramchandra Guha and Anita 
Chakravarty (JEPW % August 19 and Decem¬ 
ber 23, 1995 and February 24, 1996). It is 
indeed unfortunate that Guha should have 
personalised what might have been a fruitful 
discussion. Strongly worded attacks, aimed 
ataparticularlinguistic-cultural group, fore¬ 
close the possibility of sustained discussion 
by hardening original positions. Personalis¬ 
ing the argument likewise restricts the dis¬ 
cussion by dissuading others from joining in. 

Rather than join issue with respective 
arguments in their chronological order of 
appearance, it is perhaps best to comment 
on them thematically. Guha’s complaint rests 
on the distinction he postulates between 
Subaltern proper and the post-Subaltem S 
and B studies, based on a thematic criterion, 
i e, a shift away from themes appropriate to 
authentic Subaltern inquiry towards a pre¬ 
occupation with the elite, specifically the 
bhadralok. Chakravarty’s response invokes 
the principle of situational subaltemity 
["'subaltemity (is) not a thing that belong(s) 
to some social group, it (is) a relation. It is 
... most often the case that those who are 
in a position of domination in one relation 
are simultaneously in a subaltern position 
in another"]. Thereby the thematic shift in 
the Subaltern project is seemingly justified 
and the criterion of distinction between a 
pure and degenerate version is dissolved. 
However, in the acrimony of the exchange 
the more fundamental issue lay untouched 
in the now forgotten inaugural volume of 
the Subaltern Studies project. Both Guha 
and Chakravarty are firmly grounded in the 
16 articles of association framed by Ranajit 
Guha at the incorporation of the Subaltern 
school [Guha 1982]. The possibility of 
justifying thematic departures by invoking 
relative subaltemity, a stratagem that so irks 
Guha, was logically present in the theore¬ 
tical and methodological agenda of the new 
historiographical venture. The conceptual 
confusion surrounding the category subal¬ 
tern and the inadequacy of the rigour of its 
application to the "autonomous* domain of 
the "people* invested the founding charter 
with a degree of ambiguity in governing 
the precise trajectory of its thematic 
development. 

The idea of subaltemity, in the Gramscian 
sense of a fluid mode of apprehending the 
endlessly fluid terrain of mass politics. 


uncritically transposed to the field of social 
scientific explication served little analytical 
purpose. True, it did lead to some empirically 
rich studies in several areas, but their 
contribution to clarifying, let alone refining, 
the concept of subaltemity was so negligible 
that they did not need to be subsumed under 
the rubric of Subaltern Studies. Left to slide 
on its own there was nothing in the new 
historiography to theoretically restrain the 
idea of subaltemity from gravitating logically 
to cither end of the social spectrum. In the 
absence of any overriding agenda, save the 
application of the category itself, an early 
collective preference evidently dictated the 
themes of Subaltern essays. The ambi valence 
in the 16-point charter is striking. The so- 
called pure subaltern derives from the first 
12 points of the charter. For instance, para 
five is clear enough that while elite historio¬ 
graphy has its uses, notably in understanding 
aspects of the state, elite ideologies, organi¬ 
sations and personalities, as far as can be 
gathered from the language employed it does 
appear that these are themes best left to elite 
historiography. Para six asserts the contribu¬ 
tion "made by the people on their own, that 
is, independently of the elite" to the making 
and development of Indian nationalism, while 
para eight is categorical that the people 
constitute ""an autonomous domain, for it 
neither originated from elite politics nor did 
its existence depend on the latter*'. 


Surety Chakravarty's casual justification 
of the bhadralok’s entry into the Subaltern 
volumes must contend with this orientation, 
even if this orientation stems from the exer¬ 
cise of personal preference, permitted by 
theoretical -possibility rather than dictated 
by theoretical necessity. On the other hand, 
Guha could not, at the time of his association 
with the "authentic* Subalterns, have been 
unaware of the fact that this demarcation 
between the elite and the subalterns was 
purely provisional, for the last four paras 
invest the line of demarcation with a degree 
of permeability without introducing any 
principle to theoretically regulate the thematic 
orientation of a freely floating idea of 
subaltemity. The legacy of the Subaltern 
foundational charter is pregnant with ambi¬ 
valence, the first part expressed as an 
ideologically determined preference, the 
second part expressed as a theoretically 
legitimate gambit. Both Guha and Chakra¬ 
varty speak from two sides of this ambi¬ 
valence and neither is overly persuasive. 

Logically, Chakravarty's justification 
could go on to embrace Gandhi (""far from 
a "subaltern”* [Spivak 1985]) or, for that 
matter, Indian capital as legitimate claimants 
to Subaltern sympathies. The lines of ex¬ 
clusion demarcating that which is inappro¬ 
priate for Subaltern inquiry are, therefore, 
entirely arbitrary and rest on an inherited 
baggage of hardened prejudices. Conversely, 
the endorsement of both these categories, 
and many others (including the forays into 
bhadralok themes), elides the distinction 
between elite and Subaltern historiography, 
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thereby instituting yet another contradiction 
in the founding blueprint On the other hand, 
Guha cannot possibly be so theoretically 
innocent as to succumb to the dellsion that 
the very principle that Chakravarty now 
invokes did not apply equally in justifying 
the presence of his own essay, on the protest 
of peasant proprietors, in a volume that 
contains essaysix>th on the more * authenti¬ 
cally' subaltern groups (m Guha’s terms), 

1 e, Swapan Dasgupta's ‘Adivasi Politics in 
Midnapur, c 1760-1924’ andTamka Sarkar's 
‘Jitu Santal’s Movement in Malda, 1924- 
1932 Study in Tnbal Politics' and on such 
distinctly less subaltern groups as the 
Subaltern scholars themselves, 1 e, Gayatn 
Spivak's 'SubalternStudies Deconstructing 
Historiography' and Dipesh Chakrabarty's 
(Mark 1/Mark 2**) 'Invitation to a Dialogue* 
[RanajitGuha 1985) Self-reflexivity.angst- 
ndden or otherwise, was no stranger to the 
Subalterns even in their ‘authentic* heyday 
The culminating absurdity turns out, on 
inspection, to be not so distant after all from 
the foundational absurdity of an amoebic 
category It is somewhat puzzling, therefore, 
that Guha, in his new capacity as a historian 
of ideas, should feel the need to emphasise 
the distance between the Subaltern project 
of the period of his participation and its 
present version, or that he should at all find 
it necessaiy to refrain from submitting any 
of his present work on environmental 
thought to the Subaltern Studies, for, was 
not the denouement present at the making 7 

The dispute surrounding the subaltemness 
of the Subalterns has also raised two other 
issues relating to historiographical practice 
Guha analyses the thematic shilt of the 
Subalterns in terms of a shift from social 
history to the history of ideas, which reflects 
a shift from the field/archive to the library 
This surely is acharge that cannot be restricted 
to the Subalterns alone If this is identified 
as a generalised tendency then it, among 
other things, reflects a shift of focus m the 
academic milieu This calls for senous 
analysis as part of the sociology of institu¬ 
tional academics, for it holds implications 
for the configuration of historiographical 
practice in given institutional settings and 
thereby raises the possibility of adversely 
affecting certain kinds of histones that can 
only be retneved through those specific 
modalities of research that could potentially 
fall into disuse 

Guha, unfortunately, chooses to settle 
questions surrounding the different pro¬ 
cedures of historiographical practiceby sum 
manly constructing hierarchies of sources, 
and classifying histonographies according 
to the ease or difficulty of their prosecution 
and attnbuting the preference for particular 
themes, and hence for procedures, to ‘lazi¬ 


ness* and the passage of youth to middle age 
(which a tew exceptional individuals “well 
the wrong side of 40” have so heroically 
defied) 

Far from disputing the hierarchies of 
sources that Guha institutes, Chakravany 
creates hierarchies of her own Chakravarty 
is surely overstating the case in making the 
claim on behalf of “the field constituted by 
the pnnted literature of the last two hundred 
years in the modem Indian languages'* as 
the principal archive, far richer than the 
official archives Both Guha and Chakravarty 
seem to be engaged in a pointless dispute 
on the superiority of different kinds of 
archives and as to which of them presents 
more difficulties in the writing of history 
It may seem presumptuous to instruct 
practising academics in the obvious, viz, 
that there arc many different kinds of 
histonographies, each important in it* own 
way The significant, and presumably 
obvious, point, lost in the somewhat tnvial 
issue of whether it is more arduous and time- 
consuming to hunt for sources in the field 
and archive or to hunt for rare books in city 
bye-lanes, is that these different kinds of 
histones require different kinds ot sources 
and the more relevant consideration here is 
the kind of source appropnate to each 
particular theme It is after all the case 
sometimes that the ngour of the argument 


does not match the indisputably 
effort invested m ferreting out the 
Onelast point seems called for in the 
of Cuba's tirade against social 
tromBengal There is little academic 
and more than a bint of the 
in Guha’s demand that social 
should necessanly work on areas other 
those from which they hail The condu 
of possibility in the Indian acadi 
environment do not afford the op| 
for such easy shifts It is not given to 
particularly m view ot the ende: 
inadequacy ot research funding, to 
this departure In applauding those who 
there is scarcely any need to institute it 
a dogma to damn those who do not. 
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Scotiabank f 

THE BANK OF NOVASCOTIA 

(Incorporated in Canada with tunned Lability ) 



BALANCE SHEET OF THE INDIAN BRANCHES AS 
AT CLOSE OF BUSINESS ON MARCH 31, 1996 


Rupees in 



Ason As on 
31396 31395 

(Current (Previous 

Year) Year) 


CAPITAL AND 

LIABILITIES 

Capital 

Reserve and Surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 

TOTAL 


313,630 
70,369 
1.402,121 I 1,201,710 
2.650.187 1,427,007 


122317 


79348 


Cash and balances with 
Reserve Bank of India 
Balances with banks and 
money at call and 
short notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

TOTAL 


Contingent liabilities 
Kill for collection 


4,558,624 2,972,352 


277,724 


223,216 

775,631 

3,056,497 

23,380 

202,176 


28,779 

417,949 

2,205,280 

25,084 

217,659 


4458.624 2,972.352 


12 11449428 4337,633 

161,945 266,436 


The schedules referred to above form an integral pan of the 
Balance Sheet. 

Signatures to the Balance Sheet and Schedules 1 to 12 and 17 

As per our report of even date 

Bar and on behalf of 
KALYANIWALLA A M1STRY 
Chartered Accountants 
SdL 

(D2LMUSA) 

Mumbai. June 27,1996 


PROFIT AND LOSS ACCOUNT OF THE 
INDIAN BRANCHES FOR THE YEAR 
ENDED MARCH 31, 1996 


Rupees in 1 


Year ended Year ended 
31396 31395 

(Current (Previous 

Schedule Year) Year) 



L INCOME 
Interest earned 
Other income 

TOTAL 

II. EXPENDITURE 
Interest expended 
Operating expenses 
Previsions and 
contingencies 

TOTAL 


IIL PROFIT 

Net profit for die year 
Profit brought forward 

TOTAL 


IV. APPROPRIATIONS 
Transfer to statutory 
reserve 

Balance earned over 
to Balance Sheet 

TOTAL 


13 528,791 337,145 

14 121464 59.984 

650455 397,129 



626,977 


380,060 


23478 

48,965 


72443 


17,069 

35411 


52.380 



67,663 48,965 


72443 52480 



The schedules referred to above form an integral part of the Profit 
and Loss Account 

Signatures to the Profit and Loss Account and Schedules 13 to 17 
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Vice President and Manager 
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Scotiabank i 

THE BANK OF NOVA SCOTIA 

(Incorporated in Canada with Limited Liability) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31.1996 


Rupees in '000s 



As on 

As on 


As on 

As on i 


31396 

313 95 


31396 

31395 


(Current 

(Previous 


(Current 

(Previous 


Year) 

Year) 


Year) 

Year) 

Schedule I—Capital 



Schedule 4—Borrowings 



Capital 



1 Borrowings m India 



i) Opening Balance 

163.9S0 

163,950 

i) Reserve Bank of India 

14341 

215,743 

Add Amount received from 



u) Other Banks 

1,802,000 

420,000 

Head Office dunng the year 

125,536 

Nil 

in) Other Institutions and 




289,486 

163,950 

Agencies 

350,000 

578,200 

it) Amount received from 

Head Office for acquisition 
of property 

II Borrowings outside India 

483,946 

213.064 



TOTAL (I and 11) 

2,650,187 

1,427,007 

' 24,144 

24,144 

Secured borrowings included 


m » 

TOTAL 

313,630 

188.094 

in I and II above 

Schedule 5—Other Liabilities 

Nil 

Nil 






Note Amount of deposit kept with the Reserve Bank of India 

and Provisions 



under section 11(2) of The Banking Regulation Act, 1949, 

I Bills Payable 

34,750 

26,714 

(including capital) is Rupees three crore thirteen lac (previous 

11 Inter-Office Adjustments (Net) 

Nil 

Nil 

year Rupees two crore seventy eight lac) 


Ill Accrued Interest 

52,831 

21,994 

Schedule 2—Reserves and 



IV t Others (including provisions) 

34 736 

30,540 

Surplus 



TOTAL 

122,317 

79,248 

1 Statutory Reserve 



Schedule 6—Cash and Balances 



Opening Balance 

27,328 

23,913 

with Reserve Bank of India 



Additions dunng the year 

4,680 

3,415 

I Cash in hand 



TOTAL 

32,008 

27,328 

(including foreign currency 

3,385 

274,339 

Nil 

1,593 

76,008 

Nil 

11 Balance in Profit and Loss 
Account 

Balance as per last balance 
sheet 

Add Profit for the year as 
per Profit and Loss 
Account 

48,965 

35,311 

notes) 

11 Balances with Reserve 

Bank of India 

i) In Current Account 

11 ) In Other Accounts 



TOTAL (land 11) 

277.724 

77,601 

23,378 

17,069 

Schedule 7—Balances with 



Less Transferred to 

Banks and Money at Call 



statutory reserve 

4,680 

3,415 

and Short Notice 

I In India 



Less Transferred to Head 





Office 

29.302 

Nil 

i) Balances with banks 

a) In Current Accounts 

b) In Other Deposit 
Accounts 

u) Money at Call and Short 

29,668 

8,604 

TOTAL 

38361 

48.965 

GRAND TOTAL (I and U) 

70,369 

76,293 [ 

5,232 

6,165 

Schedule 3—Deposits 



A I Demand Deposits 



Nouce 



i) From Banks 

20,212 

21,661 

a) With Banks 

Nil 

Nil 

11 ) From Others 

D Savings Bank Deposits 

Ill Term Deposits 
i) From Banks 

11 ) From Others 

110,336 

31.705 

187,638 

32,802 

b) With Other Institutions 

Nil 

Nil 

TOTAL (land n) 

34.900 

14.769 

374345 

865303 

614,153 

345,456 

II Outside India 

i) In Current Accounts 
u) In Other Deposit Accounts 
in) Money at Call and Short 
Notice* 

1 

14,010 

Nil 

TOTAL (I, Hand III) 

1,402,121 

_L20L7t0 

B i) Deposits of Branches in Indie 

1,402,121 

1301,710 

Nil 

Nil 

u) Deposits of Branches 
outside India 

Nil 

Nil 

TOTAL (t, u, and ui) 

188,316 

14,010 

GRAND TOTAL (I and 11) 

223,216 

28,779 

TOTAL 

1.402.121 

1.201.710 


i 

* 1 
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Scotiabank 3 

THE BANK OF NOVA SCOTIA 

(i Incorporated in Canada with Limited Liability ) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31,1996 


Rupees in '000s 


As on 

As on 


31.3.96 

31.3.95 


(Current 

(Previous 


Year) 

Year) 

I. Investments in India in 

HM 


i) Government Securities 


416,234 

ii) Other Approved Securities 

w?:' 

1,715 

iii) Shares 

Nil 

Nil 

iv) Debentures and Bonds 

Nil 

Nil 

v) Subsidiaries and/or 



joint ventures 

Nil 

Nil 

vi) Othen 

Nil 

Nil 

TOTAL 

775,631 

417,949 

n. Investments outside India in 



i) Government Securities 

Nil 

Nil 

ii) Subsidiiries and/or joint 



ventures abroad 

Nil 

Nil 

iii) Other Investments 

Nil 

Nil 

TOTAL 

Nil 

Nil 

GRAND TOTAL (I and H) 

775.631 

417,949 

Schedule 9—Advances 



A. i) Bills purchased and 



discounted 

852,410 

1,197,245 

ii) Cash credits, overdrafts and 



loans repayable on demand 

1.562.955 

968,691 

iii) Term loans 

641.132 

39,344 

TOTAL 

3.056.497 

2.205,280 

B. i) Secured by tangible assets 

2,756.766 

792.873 

ii) Covered by Bank/ 



Government Guarantees 

10.000 

Nil 

iii) Unsecured 

289,731 

1,412306 

TOTAL 

3,056,497 

2,205,280 

C. L Advances in India 



i) Priority Sector 

923,523 

833.392 

ii) Public Sector 

Nil 

Nil 

iii) Banks 

Nil 

Nil 

iv) Othen 

2.132.974 

1.371.888 

TOTAL 

3,056,497 


D. Advances outside India 


sa 

i) Due from banks 

Nil 

Nil 

ii) Due from others 



a) Bills purchased and 



discounted 

Nil 

Nil 

b) Syndicated loans 

Nil 

Nd 

c) Others 

Nil 

Nil 

TOTAL 

Nil 

Nil 

TOTAL (Cl and R) 

3,056,497 

2,205,280 


Rupees in 1 



As on 
31.3.96 
(Current 
Year) 

Aso 

31.3.9 

(Previot 

Yeai 

Schedule 10—Fixed Assets 

I. Premises 

At cost as on 31st March 
of the preceding year 

15,623 

12,28 

Additions during the year 

Nil 

3,33 

Deductions during the year 

Nil 

N 

Depreciation to date 

6,018 

531 

TOTAL 

9.605 

10,11 

II. Other Fixed Assets 
(including furniture and 
fixtures) 

At cost as on 31st March of 
the preceding year 

23,665 

14,37 

Additions during the year 

3,130 

9,34i 

Deductions during the year 

37 

4 

Depreciation to date 

12,983 

8.69 

TOTAL 

13,775 

14,97- 

GRAND TOTAL (I and II) 

23,380 

25,08 

Schedule 11—Other Awls 

1. Inter-Office Adjustments (Net) 

309 

2,17- 

11. Interest Accrued 

66,510 

43,561 

III. Tax paid m advance/tax 
deducted at source 

17,551 

2530 

IV Stationery and Stamps 

15 

l 

V. Non-banking assets acquired 
in satisfaction of claims 

Nil 

Ni 

VI. Others 

117,791 

146,71: 

TOTAL 

202.176 

217,65! 

Schedule 12—Contingent 
liabilities 

I. Gaims against the bank not 
acknowledged at debts 

Nil 

Ni 

11. Liability for partly paid 
investments 

Nd 

Ni 

HI. Liability on account of 

outstanding forward exchange 
contracts 

6,705,221 

1,04931* 

IV. Guarantees given on behalf 
of constituents 
i) In India 

625387 

1,615,03! 

ii) Outside India 

Nil 

10234 

V. Acceptances, endorsements 
and other obligations 

3,688,720 

511,73- 

VI. Other items for which the 
bank u contingently liable— 
Bills Rediscounted 

530000 

958301 

TOTAL 

11349328 

4337.63: 
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Scotiabcmk 5 

THE BANK OF NOVA SCOTIA 

{Incorporated in Canada with Limited Liability) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDED MARCH 31,1996 


Rupees in *0005 

Year ended Kear ended 
31.3.96 31.3.95 

(Current (Previous 
Year) Year) 


Schedule 13—Interest Earned 


Intercst/discount on 
advances/bills 

443,291 

259.733 

Income on investments 

71,892 

66.670 

Interest on balances with 

Reserve Bank of India and 
other inter-bank funds 

11,086 

5,786 

Others 

2^22 

4,956 

TOTAL 

528,791 

337,145 


Schedule 14—Other Income 

L Commission, exchange and 
brokerage 

D. Profit on sale of nvestments 
Leu: Lou on sale of 
investments 

HI. Profit on revaluation 
of investments 
Leu: Lou on revaluation 
of investments 

IV. Profit on sale of land, 
buildings and other assets 
Leu: Lou on sale of land, 

buildings and other assets 

V. Profit on exchange 
transactions (net of brokerage) 
Leas: Lou on exchange 

transactions 

VI. Income earned by way of 
dividends etc. from subsidiaries/ 
companies antVor joint ventures 
abroad/in India 

VIL Miscellaneous income 
TOTAL 


53,624 21,441 


Schedule 15—Interest 
Expended 

I. Interest on deposits 

II. Interest on Reserve Bank of 
India/inter-bank borrowings 

III. Other 

TOTAL 

Schedule 16—Operating 


Rupees in tXXh 


121,564 59,984 


I. Payments to and 
provisions for employees 

II. Rent, taxes and lighting 

III. Printing and stationery 

IV. Advertisement and publicity 

V. Depreciation on bank's 
property 

VI. Directors’ fees, allowances 
and expenses 

VII. Auditors’fees and expenses 

VIII. Law Charges 

IX. Postages, telegrams, 
telephones, etc 

X. Repairs and maintenance 

XI. Insurance 

XII. Other expenditure 

TOTAL 


Year ended Year ended 

31.3.96 314.95 

(Current (Previous 


112,524 

369,670 

16 


38,9(0 

198,802 

610 


482,210 

238415 

18461 

23441 

10,707 

4404 

1,627 

1470 

342 

77 

4,817 

4,179 

26 

25 

475 

240 

340 

176 

3,676 

3452 

3,032 

1,630 

427 

457 

20,194 

21,922 

64,224 

61,073 
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Scotiabank 5 

THE BANK OF NOVA SCOTIA 

(Incorporated in Canada with Limited Liability) 

Schedule 17 —Significant Accounting Policies and Notes 

1. These accounts are based on the historical cost convention and are drawn up on the 'going concern* concept in accordance wit 
generally accepted accounting practices. 

2. Revenues are accounted for on accrual basis except the following items which are accounted for on receipt basis: 

(i) Interest and other income on advances classified as non-performing assets according to the prudential accounting norms issue 
by the Reserve Bank of India. 

(ii) Interest and other income on non-accrual advances classified as such by the Bank. 

(iii) Overdue interest on bills discounted. 

(iv) Guarantee commission. 

Expenses are generally accounted for on accrual basis. 

3. Foreign Currency Transactions: 

Foreign currency transactions during the year are translated at the rate of exchange current as at the date of the transaction. Howevei 
some revenues and expenses in foreign currencies like interest paid on overdrafts i n Nostro accounts etc. f are translated for the perio 
ended October 31 at the rate of exchange current as at October 31 and for the penod from November 1 to the Balance Sheet date i 
the rate of exchange current as at the Balance Sheet date. 

Foreign Currency Non-Resident Deposits (FCNRA) are translated at the notional rate indicated by the Reserve Bank of India as o: 
the date of the transaction. Interest paid thereon is translated at the rate of exchange at which the relative deposit is translated. 

Assets and Liabilities in foreign currencies, including unmatured foreign exchange forward contracts, acceptances, endorsement 
and other obligations and guarantees are translated into Indian Rupees at rates of exchange current as at the Balance Sheet date a 
specified by the Reserve Bank of India. Resultant gains or losses are taken to the Profit and Loss Account. As per the present practic 
of banks in India, the Foreign Currency Non-Resident Deposit (FCNRA) balances and Post Shipment Credit denominated in Foreigi 
Currency balances, are valued as at the Balance Sheet date at the rates specified by the Reserve Bank of India at the date of £ 
transaction and not at the currency rates current as at the Balance Sheet date. 

4. Investments: 

In accordance with the guidelines of the Reserve Bank of India, investments in approved securities are bifurcated by the managemen 
into 'permanent* and 'current* investments. It is the policy of the Bank to hold not more than 60% of its in vestments in the 'permanent 
category and not less than 40% in the 'current* category. 

Investments in 'permanent* category are intended to be held till maturity and are carried at cost. 

Current investments are those which the bank intends to deal in, i.e. buy and sell in the short run. Current investments are valued a 
lower of cost or market value as per the guidelines of the Reserve Bank of India. 

Cost represents the acquisition cost and in the case of Zero coupon bonds, includes the discount accrued, pro rata, for the holding period 

Market value in case of government securities for which market quotes are not available, are determined on "Yield to Maturity* 
method in accordance with the yield patterns determined by the Reserve Bank of India. Current investments comprising o: 
Treasury Bills are valued at carrying cost. 

5. Fixed Assets: 

Premises and Other Fixed Assets have been accounted at cost less accumulated depreciation. Depreciation has been provided fo 
on the written down value of the fixed assets as on 31.3.1996 at the rates specified in Schedule XIV of the Companies Act, 1936 

Depreciation on assets acquired during the year is charged on a pro rata basis from the month of installation, while asset 
sold discarded during the year are depreciated on a pro rata basis upto and including the month of sale. 

As per an agreement with the joint-owner of ceitain premises, the Bank has exercised the firm and absolute option to purchase the 
said premises ftom the joint-owner for a consideration of Rs. 1,100 thousand together with interest upto the date of the exercise oi 
such option by the Bank. Ceitain disputes have been raised by the joint-owner and pending resolution of these disputes by the court 
no adjustments have been made in the accounts for the aforesaid amount and interest thereon. 

6. Advances: 

i) Provisions for doubtful advances have been made to the satisfaction of the auditors in respect of all advances identifiec 
, as non-performing as per the norms prescribed by the Reserve Bank of India. 

ii) Provisions in respect of doubtful advances have been deducted from advances to the extent necessary and the excess has beei 
included under ‘Other Liabilities and Provisions*. 

iii) Provisionshavebeenmadeongrossbasis.Taxreliefwhichwillbeavailablewhentheadvanceiswrittenoffwillbeaccountec 
for in the year of write off. 

7. Staff Benefits: 

i) The bank has taken a group gratuity policy with The Life Insurance Corporation of India (UQ, for payments towards gratuit) 
fends. Annual contributions as determined by LIC are charged to the Profit and Loss Account 

ii) According to the regulations of the Bank, earned leave is not permitted to be carried forward. 

8. Net Profit: 

The net profit disclosed in the Profit and Loss Account is after. 

(i) provisions for taxes on income in accordance with statutory requirements, 

(ii) provisions for doubtful advances, 

(iii) other usual and necessary provisions, 

(iv) reversal of provisions made in earlier years no longer required. 
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Abu Dhabi Commercial Bank Limited 

wjiM V*./** wi djjbf^L 

Inc ofpoMCed »n ihe United A Mb Inuuiiet «Mih Limited LMbiNty 

MUMBAI BRANCH 



BALANCE SHEET AS AT MARCH 31, 1996 


(Rs in thousands) 


As on As on 
Much 31, Much 31, 
1996 1995 



CAPITAL AND LIABILITIES 
Capital 

Reserves and surplus 


Borrowings 

Other liabilities and provisions 
TOTAL 


ASSETS 

Garti and balances with 
Reserve Bank of India 
Balances with Banks and money 
at call and shod notice 



192,806 173,295 

2,519,207 2,887,999 


60,000 

220,417 


NIL 

266,250 


2,994,432 3,329.544 


Advances 
Other Assets 
TOTAL 


1 tilwIifiM 

Bills for collection 
Nous on Accounts 


The Schedules referred to 
Balance Sheet 


159,687 

112,453 

1,196,930 

1349.906 

19,123 

156,333 


532.694 

38.830 

1,729,435 

779,164 

21,728 

227,693 


2,994,432 3,329344 


12 4.096321 1,620,608 

57,851 31.361 


above form an integral part of the 


to oar attached report 
toDALAL DESA1A KUMANA 
Chartered Accountants 
80 - 

NATRAJ RAMKRISHNA 


i: lone 14,1996 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31,1996 


(Rs in thousands) 


Year Ended Year Ended 
March 31, March 31, 
Schedule 1996 1995 


L INCOME 
Interest earned 
Other income 


0. EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and contingencies 


IU. PROFIT/CLOSS) 

Net profit for the yeu 
Profit brought forward 


IV. APPROPRIATIONS 
Transfer to statutory reserve 

Amount remitted to 
Head Office 

Transfer to other reserves 

Balance earned over to 
Balance Sheet 

TOTAL 


13 379,818 282,854 

14 79,102 54.061 

458.920 336,915 


302.939 

35,245 

89,309 

427,493 


189,735 

30.352 

64,018 

284,105 


130,872 


130,872 118,714 


The Schedules referred to above form an integral part of the ftofit 
and Loss Account 


ABU DHABI COMMERCIAL BANK LIMITED 

Mumbai Branch 
S0- 

AHMED SALEH AL BANNA 
Chief Executive - India 


Mumbai June 14.1996 
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Abu Dhabi Commercial Bank limited 

Incorporated m the United Arab ImitAiet with Limited Liability 

MUMBAI BRANCH 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1996 




Schedule 1—Capital 

(A) Capital 


Amount brought into India 
by way of stait-up Capital 


TOTAL 

(B) Amount of Deposit kept with 


the Reserve Bank of India 
u/s 11 (2) of the Banking 
Regulation Act, 1949 

Schedule 2—Reserves and 

Surplus 

I 

Statutory Reserves 
(Reserve under Sec ll(2XbXu) 
of Banking Regulation Act 1949) 
i) Opening Balance 
u) Additions during the year 

II 

Capital Reserves 
i) Opening Balance 

11 ) Additions during the year 1 

III 

Revenue and Other Reserves 


[See note II] 

i) Opening Balance 

ii) Additions during the year 
ui) Deletions during the year 

IV 

Balance in Profit and Loss 
Account 


TOTAL 

Schedule 3—Daporiti 

A) I 

Demand Deposits 
i) From banks 
u) Ftom others 

n 

Savings Bank Deposits 

m 

Term Deposits 
i) From banks 
u) Fkom others 


TOTAL 

B) I 

Deposits of branches in India 


(Rs in thousands) 


As on As on 
March 31, March 31, 
1996 1995 



2 000 


2,000 I 2,000 



17,546 

391,977 


409,523 
223,'71 

NIL 

1,886,513 


1,886,513 


2,519,207 


2,519.207 


27,02$ 

586,945 

613,973 

319.515 

NIL 
1,954 511 


1,954.511 


2,887,999 


2,887,999 


Schedule 4—Borrowings 

I Borrowings in India 

l) Reserve Bank of India 

u) Other banks on call 

in) Other institutions and agencies 

II Borrowings from outside India 

TOTAL 

III Secured borrowings included in 
I and II above 


Schedule 5—Other Liabilities 


(Rs in thousands) 



As on 
March 31, 
1996 


As on 
March 31, 
1995 


I Bills payable 

II Inter-office adjustments (net) 

III Interest accrued 

IV Othen (including provisions) 


Schedule 6—Cash and 
Balances with Reserve 
Bank of India 

I Cash in hand 

(including foreign currency notes) 

II Balances with Reserve Bank of India 
i) in Current Account 


Schedule 7—Balances with 
Banks and Money at Call 
and Short Notice 

I In India 

i) Balances with banks 

a) in Current Accounts 

b) in Deposit Accounts 

u) Money at call and short notice 

a) With banks 

b) With other institutions 

TOTAL 

II Outside India 

I) In Current Accounts 
u) In other Deposit Accounts 
ui) Money at call and short notice 

TOTAL 

GRAND TOTAL (I+ 11) 



220,417 

266,250 



2,089 

1.961 

157,598 

530,733 

159,687 

532.694 

8.5% 

92,899 

37.948 

NIL 

NIL 

NIL 

NIL 


101,495 

•37,948 I 
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Abu Dhabi Commercial Bank Limited 

WjJkM « *» ■* > *#*„/** UjJkf^liL 

lncoipor«tvct tn the United Arab fcmiMie* wtih Ltrmred IwUsWty 

MUMBAI BRANCH 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31 1 1996 



(Rs in thousands) 



Schedule S—Investments 

1 Investments in India 

i) Government securities 

ii) Other approved securities 
lit) Shams 

iv) Debentures and Bonds 

v) Other Investments 

TOTAL 


Sche du le 9—Advances 

A) i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts and 
loans repayable on demand 
ill) Term loans 

TOTAL 


B) i) Secured by tangible assets 
H) Covered by Bank/Govemment 
Guarantees 
hi) Unsecured 

TOTAL 


I. Advances in India 
i) Priority Sectors 
H) Public Sector 
ill) Banks 
iv) Othen 

TOTAL 




i) At cost as on 31st March 
Ii) Additions during the year 
IB) Deductions during the year 
iv) Depredation to date 

TOTAL 


As on 
March 31. 
1996 

As on 
March 31. 
1995 

579.695 

65,945 

3,833 

324,327 

223.130 

1,152,832 

67.239 

645 

385,367 

123352 

1,196,930 

1,729,435 

468,233 

239,079 

782,832 

98,841 

458,113 

81,972 

1,349,906 

779,164 

843,014 

452,775 

199,357 

307,535 

93.680 

232,709 

1349.906 

779,164 

189,034 

NIL 

217.174 

943.698 

204,111 

NIL 

93,680 

481,373 

1349.906 

779,164 

12,890 

NIL 

NIL 

(2,828) 

12,890 

NIL 

NIL 

(2.472) 

10,062 

10,418 



(Rs in thousam 


As on As on 

March 31, March 31 
1996 1995 


n. Other Fixed Assets (including 
Furniture and Fixtures) 

i) At cost as on 31st March 

ii) Additions during the year 
til) Deductions during the year 
iv) Depreciation to date 

TOTAL 

GRAND TOTAL (1+ II) 


Schedule 11—Other Areeta 

I. Inter-office adjustments (net) 

II. Interest accrued 

III. Tax paid in advance/tax 
deducted at source 

IV Stationery and stamps 
V. Others 

TOTAL 


Schedule 12—Contingent 

I. liability on account of outstanding 
forward exchange contracts 

II. Guarantees given on behalf of 
con stituents* 

a) In India 

b) Outside India 

III. Acceptances, endorsements 
and other obligations 

IV. Other items for which the bank 
is contingently liable: 

a) Bills of Exchange 
Rediscounted 

b) Income tax disputed and 
in appeal not provided 
(including the effect on 

estimated at: 

TOTAL 



156,333 227,693 


3,216,148 892.613 


207.393 184*356 

340,208 222,923 

308,939 284,212 


NIL NIL 

23,533 36,504 


4*096321 1,620,608 
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Aba Dhabi Commercial Bank Limited 

Incorporated in the United Arab tmiMiet with Limited Liability 



MUMBAI BRANCH 


NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1996 


(Rs. in thousands) 

(Rs. in thousands) 

r 

Year 

Year 


Year 

Year 


Ended 

Ended 


Ended 

Ended 


Match 31, 

Match 31, 


Match 31. 

March 31, 


1996 

1995 


1996 

1995 

Schedule 15—Interest 

Earned 

! 

1 

Schedule 16—Operating 



1. Interest/discount on 

210,231 

i 

102,142 

1. Payments to and provisions for 



advances/biUs 

employees 

11,843 

9,856 

11. Income on investments 

150.983 

160,963 




111. Interest on balances with 

Reserve Bank of India and 



11. Rent, taxes and lighting 

4,342 

4033 

other inter-bank funds 

7.880 

16,868 




" IV. Others 

10,724 

2,881 

III. Printing and stationery 

1,922 

1,443 

TOTAL 

379,818 

282.854 







IV. Advertisement and publicity 

788 

577 

Schedule 14—Other Income 





1. • Commission, exchange 






and brokerage 

18,092 

9,361 

V. Depreciation on bank's property 

3,594 

2,355 

11. Profit on sale of investments 

27,381 

26,216 




Less: Loss on sale of investments 

(4,503) 

NIL 

VI. Directors' fees, allowances and 



III. Profit on sale of land. 



expenses 

72 

54 

buildings and other assets 

Less: Loss on sale of land. 

2 

125 



120 

buildings and other assets 

(33) 

NIL 

VII. Auditors' fees and expenses 

120 

IV. Profit on exchange transactions 

V. Income earned by way of 

38,163 

18,359 

VIII. Law charges 

309 

22 

dividends etc. from subsidiaries/ 






companies and joint ventures 
abroad/in India 

NIL 

NIL 

IX. Postages, Telegrams, 



VI. Miscellaneous Income [see note III] 

NIL 

NIL 

Telephones, etc 

2,931 

3386 

TOTAL 

79,102 

54.061 

X. Repairs and maintenance 

1,870 

2.051 



-- 

Schedule 15—Interest 

I. Interest on deposits/Premia 


i 

XI. Insurance 

1 

1.623 

1,775 

on BCNR deposits 

276.776 


: 



11. Interest on Reserve Bank of 



XII. Other expenditure 

5,831 

• 4,480 

India/Inter-bank borrowings 

20.348 

7,032 



111. Others 

5,815 

1,670 




TOTAL 

302,939 

I89,"35 

TOTAL 

35,245 

30,352 




: 
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Abu Dhabi Commercial Bank Limited 

mjjm **J jj~*~ «■ » ■ * > 

Incorporated in the United Arab Imitate* with limited lability 

MUMBAI BRANCH 
Schedule 17 —Notes on Accounts 

I Principal Accounting Policies 

1 General 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory provisions am 
practices prevailing in the country 

2 Transactions Involving Foreign Exchange 

t Monetary assets and liabilities have been translated at the exchange rate prevailing at the close of the year except foreign currency 
deposits under certain schemes which are translated at notional rates Non-monetary assets have been earned in the books at th 
contracted rates 

u Income and expenditure items have been translated at the exchange rates ruling on the date of the transactions 
ui Outstanding forward contracts have been revalued at the forward exchange rates prevailing at the close of the year as per FEDA 
guidelines 

3 Investments 

i The investments in approved sec unties are classified into “Permanent" and “Current” investments, in terms of guidelines of Reservi 
Bank of India 

n Permanent investments are valued as under 

-If the cost of acquisition is less than face valuc-at cost 

-If the cost of acquisition is higher than face value - the cany mg cost is amved at by amortizing the premium over the penod of matunty 
ui Current investments have been valued at lower of cost or market value For the purpose of valuation, Reserve Bank of India/StocI 
Exchange quotations where available, have been taken as market rates and where the rates are not available the same have been valuet 
as per norms laid down by Reserve Bank of India as under 

a Government Securities and PSU Bonds Valued on yield to matunty (YTM) basis 

b Treasury Bills and investments under ready forward transactions Valued at carrying cost 

iv The broken penod interest on purchase/sale of securities is treated as capital outlay/receipt 

4 Advances 

i Provision for ‘Non Performing Assets' is made on the basis of the asset classification and provisioning requirement thereof, under the 
prudential norms laid down by the Reserve Bank of India including those with outstanding balance of less than Rs 25,000/- per borrower 
Advances secured by Financial Guarantees of public sector banks are not considered “Non Performing Assets" 
u Further provision is made for doubtful advances based on Management's estimate of potential exposure 

in Provisions in respect of doubtful advances have been deducted from advances to the extent necessary and the excess has been includec 
under “Other Liabilities and Provisions" 

iv Consortium advances are classified as per the decision of the individual consortium members 

v Advances are shown net of bills discounted with the financial institutions 

5 Revenue Recognition 

Income/Expenditure are generally accounted on accrual basis except in case of non-performing advances, where income is recognised or 
realisation, in terms of guidelines of Central Banking Authority 

6 Fixed Assets 

i Fixed assets are stated at historical cost 

u Depreciation is provided for on the written down value method, at the rates prescribed in Schedule XIV to the Companies Act, 1936 

7 Retirement Benefits 

The liability for Gratuity to staff has been computed and provided on actuarial basis Liability for leave encashment is not significant and 
accordingly not accrued 

8 Net Profit 

The net profit disclosed in the Profit and Loss Account is after 

i Provision for taxes on income, wealth and interest tax in accordance with statutory requirements 
u Provisions on advances 

ui Provision for Head Office administration expenses 
iv Other usual and necessary provisions 

II Revenue and Other Reserves 

Revenue and other reserves include Head Office Reserves amounting to Rs 33,255,656/- which represent funds remitted by Head Officer 
retained from repatriable profits to meet the cost of acquisition of residential premises, deposit/advance licence fee of Bank premises al 
Bombay, other preliminary expenses, etc, as per guidelines of Reserve Bank of India 

III Capital to Risk Asset Ratio as at 31 it March, 1996 has been assessed by the Bank at 8 78% on the basis of the attached financial statements and 
guidelines issued by the Reserve Bank of India in this behalf 

IV Previous year's figures have been regrouped/rearranged wherever necessary 

Sd/- 

AHMED SALEH ALB ANNA 
Chief Executive — India 

Mumbai June 14.1996 
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MUMBAI BRANCH 


Auditors 9 Report on the Accounts of the Mumbai Branch of 
Abu Dhabi Commercial Bank Limited 

We have audited the attached Balance Sheet of the Mumbai Branch of Abu Dhabi Commercial Bank Limited 
(incorporated in the United Arab Emirates with Limited Liability), as at 31st March 1996 and the Profit and Loss Account 
of the Mumbai Branch of the Bank for the year ended 31 st March 1996 annexed thereto. 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 
of the Banking Regulation Act, 1949 read with the provisions of Section 211 and Sub-Section (S) of Section 227 of the 
Companies Act, 1956. 

We report that: 

(1) We have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary 
for the purpose of our audit and have found them to be satisfactory; 

(2) The transactions which have come to our notice have been, in our opinion, within the powers of the Mumbai Branch 
of the Bank; 

(3) In our opinion, proper books of account as required by law have been kept by the Mumbai Branch of the Bank so far 
as appears from our examination of these books; 

(4) The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of account 

(5) In our opinion, and to the best of our information and according to the explanations gi ven to us, the Balance Sheet and 
Profit and Loss Account, read with notes there on, give the information required by the Companies Act, 1956, in the 
manner so required, for Banking Companies and give a true and fair view of the state of affairs of the Indian Branch 
of the Bank as at 31st March 1996 and of its profit for the year ended on that date. 


For DALAL DE$AI & KUMANA 
Chartered Accountants 
Sd/- 

NATRAJ RAMKRISHN A 
Partner * 


Mumbai: June 14,1996 



THE SANWA BANK LIMITED 

(IncarporaUi in Japan with LimM Liability) 

NEW DELHI BRANCH 


BALANCE SHEET AS AT 31 ST MARCH, 1996 


(Rupees in Thousands) 


Schedules 1996 


CAPITAL AND 
LIABILITIES 

Capital 

Reserves and surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 

TOTAL 


ASSETS 

Cash and balances with 


Contingent Liabilities 

Bills for collection 
Notes to accounts 


568,015 150,000 

46,360 121,092 

706,535 603,427 

610,105 634,822 

907,526 1,129,417 


2,838,541 2,638,758 


Reserve Bank of India 
Balances with banks 

6 

293,014 

and money at call 
and short nonce 

7 

3,474 

Investments 

8 

597,205 

Advances 

9 

1,818,782 

Fixed assets 

10 

31,241 

Other assets 

11 

94,825 

TOTAL 


2,838,541 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31 ST MARCH, 1996 


Schedules 





12 1,797,331 2,317^ 

421,355 386,990 


INCOME 

Interest earned 
Other income 

TOTAL 

EXPENDITURE 

Interest expended 
Operating expenses 
Provisions and 
contingencies 

TOTAL 


PROFIT 

Net profit for 
the year 


APPROPRIATIONS 

Transfer to statutory 
reserve 

Transfer to other 
reserves 

TOTAL 

Notes to accounts 


(Rupees in Thousands; 


333,481 

(48,897) 


15,131 


279,916 



222,657 

13,749 


284,584 236,406 


226,07" 

38.706 



58,557 


196,434 


4,668 39,972 


3,734 31,978 

39,972 


Ihe Schedules referred to above form an integral part of this 
Balance Sheet 

V. K. VERMA A CO. 

Chartered Accountants 


Sd/- 

PRADEEP VERMA 


(M e m be r ship No. 88393) 
New Delhi: 26di June, 1996 


The Schedules referred to drove form an integral port of this 
Profit and Loss Account. 


FOR THE SANWA BANK LIMITED 
New Delhi Branch 
Sd/r 

K MURAKAhfi 
Chief Executive Officer, India 
and General Manager 


Political Wfeitfy Jum RII 











































THE SANWA BANK LIMITED 

(Incorporated In Japan with Limited Liability) 

NEW DELHI BRANCH 


SCHEDULES TO THE BALANCE SHEET 


(Rupees m Thousands) 

(Rupees in Thousands) |j 


1996 

1995 


1996 

1995 

1. CAPITAL 



4. BORROWINGS 



Capital 



In India 



Opening Balance 150,000 

Additions during 
the year 



Reserve Bank of India 

49,800 

216,000 



Other banks 

550,000 

400,000 . 

Transfer from Reserves 79,400 
Remittance from 

Head Office 338,615 

Deposit kept with Reserve 



Other institutions and agencies 

10.305 

18,822 ! 

568,015 

150,000 

Secured borrowings included 

610,105 

634,822 





Bank of India under 

Section 11(2) of the 



above 

Nil 

Nil 

29,800 


5. OTHER LIABILITIES AND 



Banking Regulation Act, 1949 



iBhl'tM mi iiilrtliTTfi 






PROVISIONS 



2. RESERVES AND SURPLUS 






Statutory reserve 

Opening balance 



Bills payable 

13,841 

7,120 

28,208 

20,214 

Inter-office adjustments (net) 

667.284 

939,379 

Additions during the year 

934 

7,994 

Interest accrued 

12.572 

21,023 


29,142 

28,208 

Others (including provisions) 

213,829 

161495 

Capital reserve 

Opening balance 

260 



907426 

1,129,417 





Additions during the year 

- 

260 





260 

260 

6. CASH AND BALANCES 






WITH RESERVE BANK 
OF INDIA 



Revenue and other reserves 






Opening balance 

92,624 

60,906 

Cash in hand (including foreign 



Additions during the year 
Deduction during the year 

3,734 

31,718 

currency notes) 

Balances with Reserve 

Bank of India 

901 

2,116 

(transferred to capital) 

(79,400) 

- 

292,113 

258,775 





16,958 

92,624 






293,014 

260,891 



121,092 



46,360 







3. DEPOSITS 



7. BALANCES WITH BANKS 





AND MONEY AT CALL 



In India 



AND SHORT NOTICE 


i 

Demand deposits 



In India 



Prom banks 

82 

232 



Prom others 

224,345 

198,472 

Balances with banks 



Saving bank deposits 

27,288 

33,271 

In current accounts 

2,023 

200498 

Term deposits 



Outside India 



Prom bunks 

- 

— 

In current accounts 

1,451 

1,775 

Prom others 

454,820 

, 371,452 



706435 

603,427 


3,474 

202473 








I 
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THE SANWA BANK LIMITED 


(Incorporated tn Japan with Limited Liability ) 
NEW DELHI BRANCH 


SCHEDULES TO THE BALANCE SHEET 


(Rupees in Thousands) 

(Rupees in Thousands) 


1996 

1995 


1996 

1995 

(.INVESTMENTS 



Other fixed assets (including 






furniture and fixtures) 



In India 



Beginning of year 

15,141 

13,650 

Government securities 

597,205 

430,372 

Additions during the year 
Deductions during the year 

17,720 

1,491 






9. ADVANCES 



Depreciation to date 

32,861 

(5.437) 

15,141 

(3.830) 

(A) Bills purchased and 
discounted 

166,674 

146,322 


27,424 

11,311 

Cash credits, overdrafts and 
loans repayable on demand 

Term tens 

1,551,278 

100,830 

1,358,061 

175,868 

Net book value 

31,241 

16,055 

11. OTHER ASSETS 





1,818,782 

1,680,251 

Inter-office adjustments (net) 




— 

— 

» 



Interest accrued 

37,985 

30,630 

(B) Secured by tangible assets 

1,643,477 

1,121,644 

Tax paid in advance/tax deducted 

37,032 

Rfl 

Secured by Bank guarantees 

_ 


at source (net) 

Unsecured 

175,305 

558,607 

Others 

19,808 

mSm 








1,818,782 

1,680,251 


94425 

48,816 


Others include. 








(C) Advances in India 



Staff loans 


6488 

Priority sector 

372,998 

558,107 

Other items 

15,728 

3495 

Public sector 

Banks 

60,000 

- 


19.808 

10,183 






Others 

1.385.784 

1,122,144 

12. CONTINGENT LIABILITIES 




1J18.782 

) 1,680,251 

Liability on account of outstanding 
forward exchange contracts 

1,255,342 

1,293,312 




Guarantees given on behalf of 






constituents 



10. FIXED ASSETS 



In India 

52,908 

59,453 




Outside India 

1.718 

1490 

Leasehold improvements 



Acceptances, endorsements and 



(at book value) 



other obligations 

485,913 

962450 

Beginning of year 

8312 

6429 

Other items for which the Bank is 



Additions during the year 

355 

1 

1,783 

contingently liable 
(Income Tax/Interest Tax njatters 

1,450. 

895 







8,667 

8412 

pending disposal of Appeal) 



Depreciation to date 

(4.850) 

(3468) 

(Rs. 827/Rs. 623) 




3417 

4,744 


m■ 

2417400 





SB 
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THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited Liability) 

NEW DELHI BRANCH 


13. INTEREST EARNED 

Interest/discount on 
advances/bills 
Income on investments 
Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT 


(Rupees in Thousands) 


15. INTEREST EXPENDED 

Interest on deposits 
Interest on Reserve Bank of India/ 
inter-bank borrowings 
Others 


14. OTHER INCOME 

Commission, exchange and 
brokerage 

Profit on sale of investments 
Profit on revaluation of investments 
Loss on revaluation of investments 
Profit on exchange transactions 
Loss on exchange transactions 
Miscellaneous income 


1996 

1995 

272,550 

60,572 

177,607 

45,050 

359 


333,481 

222,657 

20,761 

16,812 

260 

212,381 

(285,131) 

3,092 

(2,565) 

35,458 

(43,077) 

6,861 

(48,897) 

13,749 


(Rupees m Thousands) 


16. OPERATING EXPENSES 

Payments to and provisions 
for employees 
Rent, taxes and lighting 
Printing and stationery 
Advertisement and publicity 
Depreciation on the Branch's 
property 

Auditors' fees and expenses 
Law charges 

Postage, telegrams, telephones, etc 
Repairs and maintenance 
Insurance 
Other expenditure 


1996 

1995 

62,680 

19,479 

100,445 

37,182 

62,954 

49,584 

226,079 

106,245 

7495 

5,729 

7,705 

7,362 

675 

951 

72 

47 

2,889 

2,328 

150 

95 

498 

570 

4,829 

3,455 

2,991 

2,123 

469 

254 

10,833 

8,718 

38,706 

31,632 




SCHEDULE 17: NOTES TO ACCOUNTS 
I ACCOUNTING POLICIES 

(a) General * 

The accompanying financial statements have been prepared on the historical cost basis and unless otherwise stated conform to 
the statutory provisions. Reserve Bank of India's (RBI) guidelines and practices prevailing within the banking industry m the country 

(b) Foreign Currency Translation 

Monetary assets and liabilities m foreign currencies are translated at the exchange rates specified by the Foreign Exchange Dealers 
Association of India (FEDAI) at the balance sheet date and resultant gains or losses arising out of such transactions are recognised 
in the Profit and Loss Account 

Income and Expenditure items during the year are translated into Indian Rupees at the rate current at the date of transactions. 
Contingent liabilities at the end of the year are stated at the exchange rates notified by FEDAI 

Oain/I^ffF on forward contracts settled during the year, are accounted for in the Profit and Loss Account on the date of settlement. 
In ca tf of m ifst t^ding Forward Contracts as at the date of Balance Sheet, the difference between the forward rate and exchange 
rate at the inception of forward contract, if resulting m loss, such Ion is recognised as an expense over the life of the contract 

(c) Investments .... ^ 

Investments m approved Government Securities have been classified under 'permanent and current categories as per the RBI 
directives and have been valued as under 

The current investments are valued at the lower of cost and market rate 

Permanent investments are valued at cost in terms of letter from the RBI, DBOD No BP BC 43/21 04 048/96 dated April 6% 1996 

(d) Advances 

famnon for doubtful advances are made on the basic of RBI guidelines except in the case of item III mentioned below 
Assets 

Fixed assets are stated at cost less depreciation Depreciation is provided pro rata to the period of use on the straight line 
method at the rates specified in Schedule XIV of the Companies Act, 1956, except for improvements on leased promises 
which are depreciated over the period of leas* 

(f) Staff Benefits 

The P— L ~ has a Group Gratuity Policy with the Life Insurance Corporation of India (L1C) under the Group Gratuity (Cash 
Sdttme, for the non-expalnste staff which covers the foil contractual liability towards gratuity in the event of d ea th / 
of Branch’s employees The premia paid for obtaining this cover is charged to the Profit and Lon Account 
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THE SANWA BANK LIMITED 

(IncorpomM im Japm with Limi t e d liability) 

NEW DELHI BRANCH 

(g) Net Profit 

The net profit disclosed in the Profit and Loss Account is after inter alia: 

(i) provision for taxes on income in accordance with statutory requirements 

(ii) other usual and necessary provisions. 

n. Inter Office borrowings from the Singapore Branch of The Sanwa Bank Limited (incorporated in Japan with limited liability 
amounting to Rs. 687,000 (Previous year Rs. 944,850) and balances with other branches of The Sanwa Bank Limited (net) amountinj 
to Rs. 19,716 (Previous year Rs. 5,471) have been consistently shown under Inter Office Adjustments (net) amounting to Rs. 667,28* 
(Previous year Rs. 939,379) under “Other Liabilities and Provisions” (Schedule 5). 
m. One of the advances has become Non-Performing Asset because of the non-recovery of interest for two consecutive quartet 

i.e. June and September 95. However the advance is fully secured and considered to be a good asset in the opinion of the management 
Accordingly unrealised interest amounting to Rs. 351 has not been excluded from the gross interest income and provision i 
accordance within the RBI guidelines amounting to Rs. 221 has not been made. The above said non-provisioning and non-excjusioj 
of unrealised interest has resulted in profit being overstated by Rs. 572. 

IV. The capital has been increased by Rs. 338,615 as approved by the Reserve Bank of India vide their letter No. IBS No.l 142/23.61.005/9 
dated 22nd March 1996. 

V. The accounting policy with regard to loss/profit on revaluation of Forward Contracts related to FCNR and Inter Office borrowing 
has been changed in view of the RBI guidelines and hence loss for the year amounting to Rs. 21,137 has been charged off t 
Profit and Loss account. Had the same practice been followed as in the earlier years, the profit for the year would have beei 
higher by Rs. 21,137. The pertinent previous year figures have not been ascertained. 

VI. The ratio of the Bank’s capital to its risk weighted assets computed by the Bonk in accordance with the guidelines of the Reserv 
Bank of India and on the basis of the information available is 26.18%. 

VO. Estimated capital commitments: Rs. 2,532. (Previous year Nil). 

Vm. Figures in Rupees have been rounded off to the nearest thousand. 

IX. Previous year figures have been regrouped/reclassified to conform to the current year classification. 


AUDITORS* REPORT ON THE ACCOUNTS OF THE NEW DELHI BRANCH OF SANWA BANK LIMITED 
(UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949) 

1. We have examined the Balance Sheet of the New Delhi Branch of The Sanwa Bank Limited (incorporated in Japan with 1 unite* 
liability) as at March 31st, 1996 and the related Profit and Loss Account for the year ended on that date. 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (1) 
(2) and (5) of Section 211 and Sub-section (5) of Section 227 of the Companies Act, 1956, the financial statements are no 
required to be, and are not, drawn up in accordance with Schedule VI to the Companies Act, 1956. The financial statement 
are therefore, drawn up in conformity with Forms A and B of the Third Schedule to the Banking Regulation Act, 1949. 

3. On the basis of our audit, we report as under: - 

i. Attention is drawn to Note No. HI appearing in Schedule 17 to the Accounts regarding non-provision on Sub-Standan 
Asset and non-exclusion of unrealised interest on the same. 

ii. The Accounting Policy of the bank relating to Foreign Exchange Translation regarding Outstanding Forward Exchange 
contracts as at Balance Sheet date as stated in Note No. 1(b) in schedule-17 to the accounts, is not in accordance wit! 
the Accounting Standard-11 regarding Accounting for the Effects of Changes in Foreign Exchange issued by the Instituti 
of Chartered Accountants of India, the impact whereof is not ascertained. 

4. Subject to our comments in para-3 above, read with the Notes on Accounts and Schedules mentioned therein, we furthei 
report that: 

a. In our opinion and to the best of our information and according to the explanations given to us: 

(i) The Balance Sheet read with the Significant Accounting Policies and the Notes thereon, give a true and fair vies 
of the state of affairs of the New Delhi Branch of The Sanwa Bank, as at 31st March, 1996. 

(ii) The Profit and Loss Account read with Significant Accounting Policies and the Notes thereon, shows a true balanci 
of the Profit for the year ended 31st March, 1996. 

b. We have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the puipose of our audit, and have found them satisfactory; 

c. The transactions of the New Delhi Branch which have come to our notice have been within the powers of the New Delh 
Branch of The Sanwa Bank Limited; 

d. The Balance Sheet and the Profit and Loss Account are in agreement with the books of account, and give the informatioi 
required by the Companies Act, 1956 in the manner so required for banking companies; and 

e. The New Delhi Branch has maintained proper books of account as required by law insofar as appears from our examinatioi 
of those books. 

For V.K. VERMA & COMPANY 
Chartered Accountant! 

Sdf 

PRADEEPVBRM/ 
Partne 

(Membership No. 88393 
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The agricultural scenario in India is passing 
through a phenomenal change. With the 
increasing population and growing demand 
for food. India is ensuring a tremendous 
progress in the agricultural sector. And more 
scientific use of fertilisers has become the 
need of the hour. Indian Farmers Fertiliser 
Coopeiative Limited (ITTCO), in .ts three 
decades of successful endeavour has 
created the awareness and urge to usher a 
green revolution in the country. 

To take up new challenges in the field. 
IFFCO has now visualised a long-term 
comprehensive plan named ’Vision 2000 
incurring an overall growth To implement 
this massive plan which will ultimately 
establish India as the world leaaer in the 
fertiliser sector. IFFCO is all poised for a 
growing momentum through major 
expansion plans and participation 


Pursuing a Vision 


IFFCO 


Indian Farmers Fertiliser 
Cooperative Limited 


Printed by Krishna Raj at Modem Arts and Industries, 151, A-Z Industrial Estate, Ganpatrao Kadam Marg, Lower Parel, Mumbai 400 013 
and published by him for Sameeksha Trust from Hitltan House, 284, Shahid Bhagatsingh Road, Mumbai-400 001. 
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Food Security 



A comparison of the public distribution system (PDS) and the employment 
guarantee scheme (EGS) in West Bengal and Maharashtra suggests that as 
alternative strategies for improving food security, the wider reach of the 
PDS makes it more effective than the FGS 1752 


Panchayats at Work 


Four case studies of the working of panchayati raj from Madhya Pradesh 
typical of a caste ridden, patriarchal, backward but awakening society, 
bnng out that neither the respect due to the office nor that for the human 
person is accorded m the local government system in its picscnt iorm Hie 
silver lining however, is that although the gram sabha and the gram 
pane hay at are hotbeds of manipulative politics, they provide for the first 
time a democratic forum to grapple with social and political issues 
in the open 1765 


Women’s Agency 


District level data from the 1981 Census highlight the powerful effects of 
variables relating to women's agency, such as female literacy and ic nalt 
labour force participation, on fertility, child mortality and gender bias 
in child mortality By contrast, the general level of development and 
modernisation have (datively weak effects on demographic 
outcomes 1739 


In a Bind 

In their concern over the challenge 
of the BiP, the Left parties are 
compromising their ideological 
positions and policy commitments 
They are theiefore losing their 
fight against economic reform 
which alone can lend relevance to 
their presence in the political 
arena _ J723 

Famines and Children 

A study of famines in the late 19th 
and early 20th century throws light 
on the regional variations in the 
extent of relative <oual protection 
to and familial tie itment of infants 
and children during subsistence 
crises _ 1774 

Friends and Foes 

Though Lebed s rise in Russia has 
been spectacular almost making 
Yeltsin appear a nominal president, 
this has taken place between the 
two rounds of the presidential 
election when Yeltsin badly needed 
Lebed's support Whether the 
rise will continue after Yeltsin's 
impressive victory is far from 
certain 1735 


Genetic Resources 

The United Front government will 
have to lake concerted steps on 
intellectual property rights legislation 
so as to gam the maximum benefits 
from recent international treaties 
Unfortunately the Ur s common 
minimum programme makes but a 
passing mention of protecting the 
nation s genetic resources 1724 

For Self-Sufficiency 

In regard to essential commodities 
such as foodgrams and edible oils, 
based on our own past experience and 
that of many other countries, it would 
be naive to trust the big players in 
international trade and their 
governments to act according to the 
ethics of tree trade It is unnecessary 
therciorc, to be apologetic about 
advocating self sufficiency in the 
mailer of food security _ 1784 

Nuclear Weapons 

The International Court of Justice is 
currently considering the issue of the 
legality of nuclear weapons The 
court's opinion will have considerable 
impact on the ongoing deliberations 
on the Comprehensive Test Ban 
Treaty and on movement towards 
a nuclear-free world 1726 












LETTERS TO EDITOR 


Level Playing Fields! 

NATURALLY, I have been following the 
historic discussion in the EPW on the rights 
of lesbians and gay men in India. Please 
allow me the following comments, even 
though coming after Vimal Balasubrah- 
manyan's first salvo (*Gay rights in India', 
February 13) and Sharmila Rege's shards of 
brilliance ('Homophobia in the Name of 
Marxism’, June 1) they must place me 
squarely among the foot-soldiers. 

First, nothing more is needed to appreciate 
that ’gay* is about the politics of identity 
and not about some isolated sex act than H 
Srikanth's ('Natural Is Not Always Rational ’, 
April 13) threat of the use of force against 
gay men by vigilantes who subscribe to his 
philosophy, Marxism. Surely there would 
have been more of an outcry, in the pages 
of this very weekly for one, against such 
neo-Fascist strategy had he chosen to target 
minorities in the mainstream of Indian politics 
or even addressed them with similar hate 
speech. 1 have no desire to educate the bigot, 
but cannot but be struck by the gulf that 
separates Srikanth* s repugnant position from 
Marx’s own maxim in The Critique of the 
Gotha Programme , "from each according to 
his abilities, to each according to his needs”. 
To deny that human need is forged in human 
sexuality is best described as repression , 
not, rationality ! It is a measure of the sexual 
fundamentalist's ignorance that this is 
invariably missed. 

Secondly, on the potential role of civil 
liberties organisations in this country, the 
question is not whether these bodies ought 
to do so, but how long they will take to join 
the campaign to repeal a petty colonial- 
administrator’s prejudice that criminalises 
humanising sexual contact among males on 
Indian soil. Otherwise these organisations 
cannnot escape the implication that they 
espouse the freedom of expression for their 


constituency while collaborating in the 
perpetuation of unfreedom for some other. 
As far as the law itself is concerned, quite 
simply, "private consensual sex acts between 
adults are matters... in which the state has 
no legitimate interest” (from the judgment 
by Justice Methige of the United States 
Court for the Eastern District of Virginia 
quoted in The Sexual Outlaw by John Rechy, 
Futura Books, London, 1979). Remember 
that equality before the law is actually a 
weak equity axiom. 

However, a challenge far greater than the 
law even is the battle for the hearts and 
minds of the people of India. In this 
connection most lesbians and gay men, long 
denied space in the many self-consciously 
intellectual fora in this country, will surely 
applaud your having provided the original 
site for the contestation of one form of 
hegemony, that of the claim of the exclusive 
validity of one form of sexual conduct. 

PULAPRE BALAKRISHNAN 

New Delhi 

Appeal to UF Government 

THE United Front ministry headed by H D 
Deve Gowda has formally secured a vote of 
confidence in the Lok Sabha and has begun 
to outline its priorities and policies in a 
number of areas. For a coalition that was put 
together with a view to upholding secularism 
and opposing communalism, however, it is 
regrettable that the UF's 'Common Minimum 
Programme’ has avoided making any serious 
commitments in this regard. Apart from 
promising to refer the Ayodhya dispute to 
the Supreme Court under Article 138 (2) of 
the Constitution, the UF has offered no 
commitment to punish those involved in 
either the demolition of the Babri masjid or 
the communal killings which followed in 
various parts of the country. 

Despite overwhelming evidence in the 


form of affidavits, police FIRs, the CJ 
investigations and the Citizens Tribuna 
Ayodhya headed by two former judge 
the Supreme Court and an ex-chief jus 
of a high court, cases stemming from the 
molition of the Babri masjid are languist 
due to official apathy. 

(1) Three and half years have passed 
the CBI's case against 49 persons before 
special sessions court has been doggec 
procedural delays and is now stalled for 
lack of a judge. Judge Vimal Kishore 
transferred on December 4,1995 just wl 
according to CBI, arguments were nea 
completion and charges remained to 
framed. The government of India and 
Allahabad High Court have made no el 
to expedite proceedings in this vital cas 
is particularly astounding that no repli 
ment has been found since December H 

(2) The Libcrhans Commission of Inqi 
set up in December 1992 cannot proc 
with its work because of the stay o 
granted by the Delhi High Court on Auj 
23, 1992. And the two-member bench 
not delivered its judgment altho 
arguments ended on November 22, 1< 
Meanwhile Justice Liberhans has b 
appointed acting chief justice of the Pui 
and Haryana High Court. It is feared 
he would have even less lime to spare 
the work of the Commission. 

(3) The UP police have not progre: 
beyond registering FIRs after the demol 
of the Babri masjid. 

(4) Finally, the suo motu notice issuet 
the Supreme Court on December 7, I 
against the BJP chief minister and offic 
who had submitted sworn affidavits has 
come up for hearing. 

We therefore demand: 

That the central government request 
Allahabad High Court to immedia 
appoint a judge to fill up the vacancy 
behind by Judge Vimal Kishore’s tram 

That the special sessions couit be reque 
to expedite the hearing and framing of cha 
so that the trials can at last begin. This 
Mf> in speeding up the legal process s 
the accused can no longer prolong or d 
the judicial proceedings. 

Thai the central government move 
Supreme Court to vacate the stay order tss 
against the Liberhans Commission by 
Delhi High Court on August 23, 1995 
to request that the judgment of the high c 
pending since November 22, 1995 
delivered. 

That the government of India ask the 
governor to order the UP police to regi 
cases and begin prosecution under the I 
filed by them. 

Finally, that the government of Ii 
request the Supreme Court to take 
contempt proceedings against those 1 
had submitted sworn affidavits before i 
November 27, 1992 

Farida K 

People's Movement for Secularism, 
New Delhi. 
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Red Herring of ‘Targeting’ 

I N its conflict-ridden search foi a lean, efficient and yet 
humane developmentstrategy.theUnitedFrontgovemment 
is wrongly reviving the slogan of ‘targeting’ transfers at those 
who need it most. The area where this is immediately relevant 
is the supply of foodgrains through the public distribution 
system (PDS). Food minister Devendra Prasad, with support 
from some of his colleagues, has ad vanced acase for restricting 
the PDS to the 40 per cent of the population below the poverty 
line. Like many other ministerial statements and actions in 
recent days, this constitutes a significant departure from the 
common minimum programme (CMP) of the United Front. 

That programme hid identified two objectives that a 
revamped PDS should serve: ensuring price stability and 
making available essential articles to the poor. A reference to 
Mod security would possibly have made the statement more 
complete. A holistic view of this kind of the PDS requires that 
it constitutes an alternative source of supply of foodgrains in 
the economy. Of course, it must in addition address the special 
needs of the very poor. As has been suggested in the CMP, 
where feasible, special cards could be issued to tamities below 
the poverty line so that essential articles under the PDS could 
be sold to them at one-half the regular issue prices. 

The CMP does not stop there, however. It goes on to assert 
that “access to the PDS will be barred for the affluent sections 
of the society”. The premise implicit in this assertion is that the 
subsidy provided on supplies through the PDS arises only 
because of the need to provide consumers with cheap food. In 
fact the matter is rather more complex. Uneven agricultural 
growth, engendered by historically given inter-regional 
variations, on the one hand, and the nature of the agricultural 
strategy pursued w the post-independence period, on the 
other, has resulted in agricultural growth and food surpluses 
being concentrated in a few of the states in the country. The 
challenge of that strategy was not merely one of moving food 
from surplus to deficit regions, but of ensuring the effective 
demand required to sustain a path of rising agricultural 
production. One element of that strategy since the mid-1960s 
has been the provision of a cost-plus floor to certain agricultural 
prices, m the form of procurement prices at which the 
government has been willing to acquire any quantities of 
foodgrains brought to the market. As a result, the subsidy in 
the government's budget involves the cost of acquiring these 
foodgrains, canying them, transporting them to deficit states 
and distributing them at a price which is lower than the 
procurement price itself. 

Thus the budget subsidy arises in part because of the nature 
of agricultural growth and in part because of the provision of 
a specified quantity of subsidised foodgrains to those consumers 
who have access to the PDS. That access of course is limited 
and heavily concentrated regionally. According to oneesdmate, 
only 36 per cent of households in .the country have access to 


the PDS. That average conceals wide regional differences with 
access ratios estimated at just S per cent in Bihar, 6 per cent in 
Orissa and 7 per cent in Uttar Pradesh and as high as 83 per cent 
in Tamil Nadu, 80 per cent in Kerala, 78 percent in Karnataka 
and 69 per cent in Andhra Pradesh. In recent years, when 
consecutive good harvests have tended to have a depressing 
effect on open market prices, die inadequate spread of the PDS 
has resulted in thehuild-up of stocks with the government well 
in excess of the buffer stock norms it has specified for itself 
at different points of time during the year. The Narasimha Rao 
government attempted to deal with this problem in true 
marketist fashion by resorting to sale in die open market 
through the private trade and through allocations to exporters 
at prices which were well below the international ones. 

It has been suggested that the availability of large food 
stocks offers an opportunity to launch a massive food-for- 
work programme to build productive and social infrastructure, 
especially in the rural areas. That is, while striving to increase 
the spread of the public distribution system so as to reach a 
minimum quantity of reasonably priced food to a majority of 
the population, the government can utilise surplus stocks in 
the interim to reach the needy and simultaneously widen and 
deepen the productive base in the agricultural sector. 
Unfortunately, sections in the UF government have chosen to 
ignore this option and instead concentrate <»n IMF-style 
targeting, which ostensibly seeks to transform ilie PDS into a 
gateway to the poor. 

With the PDS yet to reach 40 per cent of the population, let 
alone the entire 40 per cent below the poverty line, such 
reasoning justifies gradually dismantling the system with 
purely budgetary considerations in mind, while accumulating 
stocks by continuing to provide support prices to the surplus- 
producing farmers. This appears feasible in the short run 
because of the confidence that at prevailing pncesexcess stocks 
can be sold through private trade in the domestic and export 
markets at positive, even if small, margins. What is missed is 
the adverse effects that such a strategy would have on domestic 
demand, on the prevailing differential between Indian and 
international prices and on strategic stock accumulation. 

It is not surprising that opposition to the move has come 
from precisely those states which are deficit states in terms of 
foodgrains availability and/or which have been successful in 
building a PDS which has a large reach. These states sense the 
threat to their food security from a strategy which would 
redirect (to the market) allocations from the central pool 
presently made for the PDS in the name of targeting. In the 
event, the chief ministers’ conference has been a partial 
corrective in the task of incorporating the provision of special 
support to the needy within the overall role which a PDS must 
play from the point of view of enhancing food security and 
advancing agricultural growth. 
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P" MONETARY POLICY 

Interest Rates Muddle 

JUDGED against the monetary authorities 
known attachment to monetarism the 
reduction of the cash reserve ratio (CRR) by 
a lull percentage point at one stroke from 11 
per cent to 12 per cent and that too at a time 
when the pace of monetary expansion has 
been picking up docs seem odd Between 
Match 29 and June 7 money supply (M,) 
expanded by Rs 20 294 crorc or $ 4 pci cent 
compared to a rise ol only Rs 82 ^ crore <0 2 
per cent) between Match * 1 and June 9 last 
year The rise in the cenlial government s 
monetised deficit as well as its rec nurse to ad 
hoc treasury bills have touched exceptionally 
high levels In this fiscal year till June 14, the 
increase in net RBI credit to the go\ ernment 
wasRslb 157 cion and that in the use of ad 
hoes Rs 18 120 crore 
But the relatively easy monetary situation 
notwithstanding the macro economic scene 
calls for an expansionary monetary and credit 
policy stance 1 he increase in liquidity in the 
recent months has been the result not of an> 
rise in financial savings in the economy but 
of the release ol some Rs 12 725 crore of 
bank funds because of the lowering of the 
average CRR from 15 7 per cent at the 
beginning of March last year to 12 5 percent 
by this May At the same time the economy 
has been growing at a rapid pace with GDP 
rising b> 6 pci cent and industrial pioduction 
by 12 percent in 199S % As a result there 
has been a sharp use m the demand toi lunds 
Apart from the growing demand loi credit 
from industry the government has budgeted 
tot laigt tnaikct bonowings of Rs V*4I9 
crore in 1996 97 which figure is likely to be 
raised further m the regular budget to be 
presented later this month Because financial 
savings have been sluggish in the face of 
vigorous demand tor funds from the 
government and industry alike interest rates 
have remained vtry high in real terms 
especially ihtcatening the viability of 
investment projet ts and the growth of the 
economy While it is true that the poorer 
sections of the population have not got any 
itspite from the use in prices of basic 
consumption goods the moderation of the 
ovciall rate ol inflation docs give the 
government sonic room for pursuing an 
expansionary monel uy policy in support of 
higher pioduction and investment 
Howescr it production and investment 
are to bene I it more fully horn the easier 
liquidity conditions the RBI has to gi\e 
gieater attention to not |ust the absolute si/c 
ot bank ertdit expansion but also its sectoral 
l and spatial distribution something which 

* the pic sent policy stance has no time for 

Banks continue to be overwhelmed by the 
prudential requirements of capital adequacy 
norms which have led them to prefei 
investment in nsk free gilt edged securities 
to commercial lending Between Match 15 
| and June 21 this year non food credit 


expanded by only IU 309 crore (01 per cent) 
compared to R* 3,667 crore (1 9 percent) m 
the same penod last year During this period, 
however banks raised their investment in 
government securities by Rs 5 55 ^ crore (4 1 
per cent) against Rs 2,065 crore (I 8 per 
cent) last year In the latest auction of 91 -day 
treasury bills the RBI has reportedly received 
bids for Rs 1 W4 croie against the notified 
amount of Rs 5(X)croie The sluggish growth 
of hank credit to the commercial sector could 
be partly attributed to the traditional slack 
season and to pressure from the RBI to sup 
port the government s borrowing pro¬ 
gramme but there is no doubt that industry 
particularly small and medium industry has 
been starved ot institutional credit 

The RBI s indifference to the qualitative 
aspects of bank credit expansion is best 
reflected in its attitude towards the effective 
uscot its refinance window The only sector 
specilic refinance it has been providing has 
been for export though of late it has had a 
»chcmc lor extending relmancc against the 
government s dated securities and treasury 
bills with a view to fostering the government 
securities market The RBI has now dispensed 
with such refinance on the ground that with 
the emergence of primary dealers in the 
government securities market all RBI sup 
port lo government securities should be 
channelled through them (a la British 
discount houses) In any case this refinance 
window had remained unutilised because of 
the easiness ot the call money market What 
the RBI could have done was to have 
introduced some socially more relevant 
sector specific refinance facilities so that 
banks wert encouraged to fulfil at least their 
priority sector obligations to the full 
I he pci versity of the present credit policy 
is howevei most tellingly icflected in the 
near-usurious rates ot interest banks have 
been c harging theirbortowci s In this respect 
the further freeing of interest rates on bank 
deposits will hardly help mattcis Intact ms 
the deregulation of intciesl rates on bank 
deposits and ciedit which has been res 
ponsiblc lor pushing up the cost of money to 
the picscnt dizzy levels The RBI has now 
tuither reduced the minimum period for term 
deposits from 45 days to *0 days and also 
given banks freedom to fix deposit rates tor 
maturities of over one year in place ot over 
two years as hitherto In i situation where 
financial savings arc not using and there is 
strong demand for credit from both the 
gosemment and the private sector compe 
tmon tor lunds among banks and other 
financial institutions is bound to be intense 
pushing up rates ot interest overall 

I he RBI has been compelled by circum 
stances in recent months to retrace a number 
ot its monetary and ciedit policy steps Its 
present policy stance in respect ot interest 
rates is one more such step crying out to be 
reversed It is time a semblance of order and 
rationality was restored in the interest rate 
stoic turn with depostt rates linked to maturity 
periods and a range of lending rates within a 


reasonable minimum and tn^M, 1 
evolution of stick a rational Interest r 
structure, recent experience has amply shov 
cannot be left to the banks or to so call 
market forces There is apparently no esu 
from a modicum of regulation 

MONSOONS 

Avoidable Havoc 

OVER the years there has been a growi 
interest in and development of meteorolc 
as a science Indian meteorological data 
highly regarded and sought after by oil 
countries It is not then as if development 1 
the field have passed Indian meteorologi 
by With every year monsoon predictic 
have it is acknowledged become m< 
reliable and arc available in far greater del 
than before For instance last October at 
World Meteorological Congress the fact 
Indian weather data generated by INS* 
being sought by US weather departme 
prompted a discussion on ihc need 
monitoring regimes for the commercial i 
and re expon of such data Many count! 
feared that US companies would start sell 
national weather Jata round the woi 
affecting national weather systems agenci 
A resolution was subsequently passed wh 
has placed restraints on national weat 
systems data being re sold by those w 
acquire it the first time Detailed nalio 
level data on the wealhet arc ncccssaiy 
long term predictions such as tor instan 
on the gtcenhousc effect over the glo 
Increasingly it is important to know 
only how long the monsoon will be * 
how good u will be but also the pattern 
rainfall how much rain in how many spe 
Theie is evidence that piccipitation occ 
not uniformly over the monsoon but in la 
spuits, which in turn afiec' predictions 
extreme weather caused conditions sucf 
floods due to excessive rains etc Earlier I 
year the Indian weather bureau predicts 
about the summer - that it would be 
hottest ot the century - were proved right i 
were documented by the UN Wo 
Meteorological Otgamsation 

And yet, in spite of this expertise in 
science of weather prediction every monst 
brings its share of death and destruct 
because of flooding rivers overflow 
embankments and breached dams A 
moic often than not, it is the same nver 
areas which are affected every year T 
year lor instance weather experts h 
predicted that the eastern regions ot 
country will experience heavy rams j 
severe floods would result UnfortunaU 
the predictions of weather (orecasters se 
to attract only the media - there appears t( 
no machinery to pul into effect measure 
limit the damage which would be caused 
heavy rains 

Nor is there much recognition of the 1 
that increasingly river embankments 
being breached because of denudation 
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forests <m the binfcs which tatiswi* the *<tft 
and causes erosion leading to embankments 
giving way when the nver is in spate This 
has happened this year, already in the first 
tew weeks ot the monsoon, in some sections 
ot the Beas valley The tael that the trequeuey 
and seventy ot the tlonding ot the nver has 
gone up in the last tew years has prompted an 
inquiry by the Central Water Commission 
Bui there is evidence that environmental 
degradation and unplanned urban growth 
have contributed to the lrequcnt flooding In 
Rajasthan, which docs not normally expect 
much rain there is lack ol attention to 
strengthening small dams and local canal 
systems and tanks which give way during the 
rains Disputes ovci river waters between 
states and between Pakistan on the one side 
and Bangladesh on the other too h ive at letted 
the How ol river waters For instance the 
building ot reset voirs and dams have alteied 
the course of the nver Ravi such that it 
inundates new areas every ycai during the 
monsoons 

In short poor application ot the tindings 
ol a highly developed science desultory 
water management and inadequate attention 
to the complex consequences ot constructing 
dams reservoirs and canals have resulted in 
the monsoons enhanced potenti it to cause 
havoc Interstate Hood control plans such as 
among the riparian states ol the Yamuna 
UP Delhi and Haryana - have remained 
1 irgely on paper essentially because much 
needed water management plans have not 
got oil the ground Bangladesh has to some 
extent been able to overcome the collective 
inertia ol government agencies over flood 
i ontrol and put into action a national flood 
control plan, which with all its drawbacks 
has at least brought the issue into toe us Such 
an interstate plan is sorclv needed here 
especially covering the more vulnerable 
states in the north 

THE fcC ONOMY 

Adrift on FDI 

ONL area where the Ul government s 
economic policy is obviously adrift is its 
attitude to lorcign diiect investment (FDD 
In partlhis is inevitable Ditterent constituents 
ot the Front h ive widely differing perceptions 
ot the role and impact ol foreign capital I o 
boot there is the legacy ot liberalisation ol 
policy with legaid to FDI left behind by the 
Congress government which on the one 
hand generates picssures tor increased 
liberalisation and, on the other cannot be 
dismantled overnight What this calls tor 
however is greater clarity and firmness ot a 
kind completely lacking at present 

The common mini mum programme (CMP) 
ot the UF leflccts this weakness Its discussion 
ot industrial policy starts with the declaration 
that realising the objective ol a 12 per cent 
annual rate of industrial growth requires 
“massive capital and technology apart from 
continuing the process ot decontrol and 


White promising domestic 
industry a level playing field (which in any 
case is an impossibility given the global 
concentration of capital and technology), it 
makes ihc case that the country cannot do 
without foreign capital at the margin* That 
margin is then rathci liberally defined ‘the 
nation needs and has the capacity to absorb 
at least ten billion dollars a yeai as foreign 
investment This amounts, at current ex 
c hange rates, u> about 15 per cent of aggregate 
gross investment in the Indian economy and 
a more than six fold increase m the current 
inflow of foreign diiect investment 

The implications ol these statements ate 
obvious liberalisation is oil par with 
investment as a prerequisite tor higher 
growth and investments cannot be garnered 
from domestic icsourccs so that foreign 
capital is required lor enhancing domestic 
savings and investment This automatically 
gives foreign capital a major role m 
industr* llisation Having allotted foreign 
capital thi space the CMP strikes a note ol 
caution It claims that entry of foreign capital 
into low priority areas will be discouraged’ 
and pionnses to insure that toieign 
investment does not displace home based 
or village based domestic industries 
requiring low skills and employing a large 
number of people 

I hat all this could amount to tokenism 
became c tear when soon after the installation 
of the new cabititt pi line minister Deve 
Gowda linancc minister P Chidambaram 
and industries minister Murasoli Maran made 
public pronouncements on the policy they 
would actually like to implement The piimc 
minister has consistently pointed to the open 
door poll* y he pursued is chief minister of 
Karnataka as evident eol his basic inclination 
The finance minister has made clear that 
attracting foreign investment is tor him a 
high priority though of couisc he was 
constiained by the C MP which he in fact 
to authored And Murasoli Maran has 
lepeatcdly made den that in his view 
agencies like the Foreign Investment 
Promotion Board to regulate foreign capital 
inflow are really unnccc ssary in the long run 

Immediately there appear to be three 
initiatives on the agenoa The first announced 
at a recent meeting ot the FICCI is to tnsuie 
clearance ot projects with investment not 
exceeding Rs 100 crorc at the secretary s 
level That is an clement ol automatic 
clearance is to be built into the system 
independent of the aiea of opeiation lor 
foreign investments which are by no means 
small’ The sec >nd is to add on H 14 
industries to the 15 in which foreign 
investments arc uitomalically cleared even 
when the proposed investment is higher 
And the thud is to raise the normal foreign 
equity participation ceiling ot 51 per cent to 
74 per cent Pat simply, the actual policy 
which is sought to be pursued is one that 
declares the l 7 F government’s commitment 
tc attracting foreign investment, rather thin 
influencing i's nature and direction of flow 


Admittedly, in the currant world situation! 
every country has to provide for porout 
borders with regard to trade and investment 
Globalisation and the domestic pressures it 
creates make that inevitable That docs not. 
however mean that there is no role for FDI 
policy Persisting and growing international 
inequality implies that national interest 
docs dtive economic policy in the dominant 
industnal nations and the newly industrialised 
and industrialising nations So must it in the 
still less or under developed countries that 
must face up to the battle tor hegemony over 
segments of the global economy Further, 
inequality within each country implies that 
the extent and nature of Us integration into 
the global economy determines the iclativc 
gains and losses ot ditterent classes and 
interest groups Amencan unions cannot fully 
go along with the wishes ot Amencan capital 
for example just as American industnal 
capital cannot accept the drive of Amencan 
finance capital in full Similarly what may 
be good foi the foreign exchange profligate 
upper classes m India may be advcisw from 
the point of view of the rest ot the population 
This implies that a combination ol national 
interest and partisanship must dt isc any FDI 
policy For that purpost clear objective sand 
a strategy that pursues those objectives when 
attracting foreign capital is crucial Inmost 
countries that have pursued such a successful 
policy, a combi nation ot ac cess to technology 
and global markets has been the pnncipal 
objective \ Dl must in ihc long run provide 
access (via technology and markets) to the 
foreign exchange that strengthens tht 
autonomy of governments to pursue domestic 
policies without fear ol periodic balance ol 
payments crises This provides the room for 
manoeuvre to accommodate the interests ot 
the poor and the less well endowed 
Tht post liberalisation experience with 
FDI in India has been to the contrary 
Iiansnational firms have taigeled the 
domestic market based on intermediate and 
component imports tiorn either then home 
base or from third country subsidiaries This 
implies that the country pains little in teims 
ol technology but the cash rich uppti class 
and the consume] linancc driven middle 
class purchaser has access to a iange ot 
international brand names tor which the 
nation pays a royalty in lorcign exchange 
Besides displacing domestic producers this 
involves a net foreign exchange outflow 
with adverse balance ol payments conse 
quences This reduces even the existing 
autonomy ot the stale with regard to domestic 
policy making This loss of autonomy stems 
from the tact that initiatives which should 
have been offered as an occasional concession 
to the international investing community in 
pursuit ol India s national interest have in 
tact become the principal elements ot India s 
FDI policy Given this background the Ur 
should have concentrated on regaining lost 
ground and gradually tilting the thrust ot 
policy What it is doing instead is going 
along with a regime whose adverse 
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PROHIBITION 

No Supportive Measures 

LIQUOR has always had an important role 
politically * prohibition has long been used 
to gamer votes for a supposedly socially- 
sensitive administration; on the other hand, 
permits for distilleries and other concessions 
have been used to buy the support of powerful 
liquor lobbies. Perhaps the only state which 
has consistently imposed prohibition is 
Qiyarat. Now Haryana chief minister Bansi 
Lai has decreed a liquor ban in the state from 
the beginning of this month. Besides costing 
the state exchequer some Rs 500crore in lost 
revenue, the move will render many jobless. 
But the ban was an election promise and is 
now gratefully being implemented by a 
government which has received the people's 
mandate. 

There is much scepticism about whether 
prohibition in a state surrounded by *wet’ 
areas will succeed. Even as the Haryana 
government announced its intention to 
introduce prohibition - one of the first 
concrete measures to be taken by the Haryana 
Vikas Party-BJP combine after coming to 
power - liquor contractors were already 
moving to set in place alternative clandestine 
distribution networks. In adjoining Rajasthan 
where liquor distributors were losing custom 
to Haryana because of its lower taxes, new 
liquor vending joints have been set upon the 
border to cater to the expected liquor-thirsty 
influx from a dry Haryana. The hotel and 
tourism lobby, which brings substantial 
revenues to the state, has not only expressed 
its disapproval, but is putting various kinds 
of pressures. There is also a genuine 
apprehension that this will lead to illicit 
brewing and the problem of hazardous brews 
being marketed and to the illegal sale of 
adulterated spirits. Nevertheless, the policy 
is unlikely to be reversed in the near future, 
though if the measures taken in the state 
budget - new taxes intended to raise Rs 310 
crore - do not make up the deficit from the 
drying up of liquor revenues and if those 
turned out of jobs because of prohibition 
form themselves into an influential lobby, 
Bansi Lai may have to be making the kind of 
concessions that Chandrababu Naidu has 
had to in Andhra Pradesh. Indeed while both 
the Samata Party and the Congiess(I) in the 
opposition in the state have been supportive 
of the policy, they will be the first tocapitalise 
on its failure. 

On paper at least the Haryana policy also 
outlines the setting up of a committee which 
is to be entrusted with the task of persuading 
people to stop consuming spirits and the streng¬ 
thening of anti-addiction centres. Unfortu¬ 
nately, these components of the policy have 
not been concretised, nor have they been 
allotted a budget. And it is this which will 
contribute to the vulnerability of the policy. 


proWemhasnot received sufficient attention 
in India. There have been sporadic studies, 
such as the one in Kerala which shows that 
the non-availability of arrack and high prices 
of so-called Indian-made foreign liquor may 
welI be contributing to the growing incidence 
of drug abuse. But there is little understanding 
of, for instance, what factors in Haryana - the 
green revolution-led prosperity, the setting 
upofbreweries, urbanisation and population 
movements - have influenced the changing 
patterns of alcohol consumption. That a ban 
alone will lower the incidence of addiction is 
hardly credible. A detailed report on patterns 
of alcohol consumption worldwide released 
by Euromonitorlssi December suggests that 
the growth of spirit sales has been slowing 
down in most European countries because, 
first, the markets are mature and saturated 
and, second, there is increasing concern for 
alcohol-related health problems leading to 
changes in lifestyles. Tougher driving laws 
and workplace restrictions may also be 
contributing to an increasing number of 
younger people going off alcohol. Apart 
from most west European countries, Spain. 
Argentine and Hungary have also recorded a 
downward trend in alcohol consumption 
which is predicted to continue, with the 
market contracting by nearly 2 per cent 
between 1994 and 2000. Such trends are not 
noticeable in south Asia, although alcohol 
consumption in west Asia has fallen sharply. 
In other words, south Asian countries, 
especially countries where religious taboos 
do not apply nationally, are potential liquor 


mafattt. Seen again* tto* httskgraii 
prohibition, even if it comprises enly a fa 
on liquor production and sale, without oil 
accompanying measures such as stric 
driving laws and workplace rcquiremei 
or social support groups, will certainly lir 
the market and contribute to lower alcol 
consumption. For poor households nc 
availability of alcohol could act as a restrai 
even if its effect will be the maximum 
cases of borderline addiction. The benefic 
impact will be most felt by women. On t 
other hand, there is also growing eviden 
that in poorer countries consumption 
alcohol among women has risen and i 
only among the elite. There is need to ger 
rate more information on alcohol cc 
sumption patterns so that other measui 
can be devised to support the imposition 
prohibition. 

Fiirther, the success of prohibition deper 
on its enforcement, for which the stati 
police and other .unis need to be ma 
effective. Prohibition in a state which 
bordered by wet states puts an additioi 
burden on its administrative machinery whi 
might eventually, even if not m the begmnu 
become ineffective. Any policy seeking 
regulate the personal conduct of indi vidu; 
can be effective only with the support of t 
people. It is necessary here to note that t 
Haryana policy has not emerged out ol 
consistent anti-liquor campaign, such as t 
anti-arrack agitation in Andhra Pradesh T1 
is a major weakness making it vulnerable 
pressure from influential lobbies which sta 
to lose from prohibition. 


NATIONAL ACCOUNTS STATISTICS OF INDIA 
1950-51 to 1994-95 

A comprehensive set of time series on almost all aspects of national income 
statistics of India for 45 years from 1950-51 to 1994-95. Each set of the CSO's 
data presented with a description of concepts and compilation methods and 
also with brief critical comments on them. 

Pages vi + 77 Rs 100 (Postage included) 

Concessional rate for students: Rs 65 
(to be accompanied by the concerned 
academic institution'e certificate) 

Foreign: US $25 (postage included) 

Ail remittances In favour of EPW Research Foundation. Money orders/ 
bank drafts preferred. Outstation cheques in India to include Rs 15 for 
collection charges. 


Copies from 


EPW Research Foundation 
C-212 Akurfi Industrial Estate 
KandivK (East) 

Mumbai-400101 

Phones: 887 3041/3038 

Fax: (022)887 3038 

EMail: adminOepwrf.ilbom.emet.in 


or Economic and PoUtleal Weekly 
Hitkari House 

284 Shahid Bhagat Singh Road 

Mumbai-400001 

Phones: 369 6072/73 

Fax:(022)2696072 

EMail: epwlOshakti.ncst.smet.in 


1718 


Economic and Political Weekly July 6, IS 



CURRENT STATISTICS 


ETW H t aunh 


The index uf induitniil production for the tint 11 months of 1095 96 shows s 12 4 per cent growth with the manufacturing sector continuing to lead this robust 
performance The first quarter ot 1996 97 ended with a relatively calm money market with the call rates moving in a steady range of 10 90 11 per cent The response 
to the auction* of TBs as well as dated securities indicated that there was adequate liquidity in the system The yield ou primary 91 day 1 Bs was maintained at a constant 
12 41 per cent while mote bids in the *64 day TB segment were accepted at a slightly higher yield ot 12 97 per cent While the spot rate tor the rupee remained stable 
in June with the RBI s reference rate toi the US dollar staying at around Rs IS the premia on the forward dollar in all maturities came down significantly The havaJa 
rate (Dubai) however edged up a little to Rs *9 per dollar 

Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981 82= 100) 


Weights June 15 
1996' 


_ Variation (Per Cent) Point to Point __ 

Ove r 12 Months Fiscal Year So Far 1995 96 1994 95 1995 94 1992 95 
Latest Previous 1996 97 1995 % 



Variation (Pet Cent) Point to Point 


Cost of Living Indicts 

Month 

Ovci 

Month 

Over 12 Months 
Litest Previous 

Fiscal Year So Tat 
1996 97 1995 96 

1995 96 

1994 95 

1995 94 

1992 95 

Induslri il Workers (1982=100) 

524 O 4 

1 6 

9 8 

97 

1 6 

0 7 

89 

9~ 

9 9 

6 1 

Urbin Non Man Prop (1984 85=100)* 

261 if 

04 

9 / 

97 

70 

72 


99 

85 

6b 

Agn I ab (July 60 to June 61-100) (0 

141 *6 4 

1 * 

82 

12 1 

87 

11 1 

74 

10 6 

11 6 

0 7 


<p Derived bustd on linking factor between old and new series (1986 87=100) 


fiscal Y~ar So Far 


* for 1995 96 


Variation 


Monty and Banking (Rs crore)* 

1996 

Over Month 

19% 97 

1995 96 

1995 96 

1994 95 

1991 94 

Mifncy Supply (M,) 

620791 

5*15(0 5) 

2029* (* 4) 

825 (0 2) 

69696(15 1) 

78617(17 4) 

75507(19 *) 

Currency with Public 

129705 

21*(-0 2) 

1145^(9 7) 

12272(12 2) 

17464(17 3) 

18806(22 9) 

14170 (20 9) 

Deposits with Banks 

485541 

*551 (0 7) 

67*2 (1 4) 

-10600 ( 2 5) 

52176(12 2) 

58956(16 0) 

57925 08 7) 

Net Bank Credit to Govt 

27*541 

1490(0 5) 

1087* (4 1) 

15119(6 8) 

40252(18 1) 

16*25 (7 9) 

28855(16 5) 

Bank C it tin to Cominl Sec lot 

*57696 

2987 ( 0 9) 

94* ( 0 *) 

142 (0 0) 

48984 (16 9) 

44991 (18 4) 

17161 (7 5) 

Net Foreign rxchange Assets 

/6 1 54 

74 (0 1) 

944 (1 *) 

2174 ( 2 9) 

-514 (-0 7) 

25298 (44 5) 

27674(110 9) 

Restive Money 

192042 

1962 ( 10) 

229* ( 12) 

10157 (6 0) 

25056 (14 8) 

50608(22 1) 

27892(25 2) 

Net RBI Credit to Centre 

1**87* 

120 (0 1) 

15104(127) 

15116(155) 

19855(20 1) 

2150(2 2) 

260 (0 *) 

Ad hoe 1 reasury Bills 

44285 

1520 

14840 

12225 

5965 

1750 

6*00 

Scheduled C omincitial B inks 








Deposits 

456258 

1716(0 4) 

*895(0 9) 

12411 ( *2) 

45486(11 8) 

556*0(16 1) 

52144(186) 

Advances 

2497*5 

-*450 ( 1 4) 

2*65 ( 0 9) 

5877 ( 1 8) 

40540(19 2) 

406*8 (2* 8) 

11566 (7 *) 

Non I ood Ad\ antes 

2*7796 

40*7 (-17) 

451*( 1 9) 

-7098 { *6) 

45024 (21 6) 

*7797 (2* 4) 

8875 (5 8) 

Investments 

167450 

1557 (0 9) 

**09 (2 0) 

2527(1 6) 

14887(10 0) 

14172 00 5) 

28641 (26 9) 


* Based on Much II figures after elosuie of government accounts exiept for 1995 96 (full yen) and 1996 97 whe re the b inking d it i relate te 
Much 29 1096 


Index Numbers ot Industrial Weights K bruory Fiscal Year So F u _ Average fo i Full hsci l 5 ears_ _ 

Production (1980 81 100) 1996 1995 96 1994 95 1994 95 199 * 94 1992 95 1991 92 1990 91 1989 90 


Oeneral Index 
Mining and Quart) mg 
Manufacturing 
tlectnc.il) 


1000 *02 5 2798(124) 2490(95) 252 9(9 0) 251 1(56) 2189(2*) 21*9(06) 2126(82) 1964(86) 

115 2987 259 *(74) 2414(76) 2478(7 1) 2*12(54) 22* 7(06) 222 5(4 5) 22»2(6*) 2116(79) 

77 J 298 * 2742(159) 240 8(9 9) 244 6(9 4) 222 5(5 5) 210 7(2 2)206 2( 0 8) 207 8(89) 1907(86) 

114 *546 5*77(8 5) *117(87) *146(85) 2900(7 4) 2699(50) 257 0(8 5) 2*6 8(7 8)219 7(10 9) 



June 28 

Month 

Year 

I99<> 97 So Far 1995 96 So Ear 

Fnd of I ise il Year 

Capital Market 

19% 

Ago 

Ago 

1 r )Ugh 

Peak Trough 

Peak 

1995 96 

1994 95 

1993 94 

BSE Sensitive Index (1978 79=100) 

5815(15 7) 

*725 

129S< 21 8) 

**67 

4049 

2826 

*584 

*367(3 *) 

*261( 1*7) 

3779(65 7) 

National Index (1985 84=100) 

1744(12 7) 

1696 

15481-22 4) 

1549 

1829 

1*04 

1691 

1549( 3 5) 

1606( 12 2) 

1830(79 2) 

BSE 200(1989 90-1(H)) 

*92(12 0) 

580 

550( 29 7) 

*45 

412 

289 

*85 

*45 ( 6 3) 

168( 18 2) 

450(92 3) 

NSfc (Nov 5 1995=1000) 

1122 

1090 


1107 

1196 






Skmdia CjDR Index (Apr 15 1994=100) 82(2 7) 

86 

80(-23 2) 

79 

90 

61 

91 

79(1 1) 

78 


Foreign Trade March 



Cumul mve for Fiscal Year So far 




1996 

I99S 96 

1994 95 

199* 94 


1992 9* 


1991 92 

1990 91 

1989 90 


US $ mn 5496 *1851 (214) 2622 

Imports Rscroie 1*159 121647(57 1) 8871 

US $ mn *415 56570(28 7) 282« 

Non POl US $ mn 2651 29214 (29 6) 22V 

Balance ot Trade Rs c tore -855 -15182 

US % mn 82 -4519 


June 21 June 2* Mar 51 
Foreign Exchange Reserves 1996 1995 19% 

(excluding gold) 


Rs crore < 

US $ mn 


26225(18 5) 
8fc705 (21 8) 
28251 (21 7) 
22558(28 4) 
-6*67 


22175(20 4) 
72806(15 7) 
2*2P (6 8) 
17456(106) 
*259 
1059 


185*7(5 8) 17866 ( I 5) 

65575(52 4) 47851 (10 8) 
21882(12 7) 19411 ( 194) 
15782(12 *) 14047 (-22 2) 


52553(17 6) 27681 (56 8) 
18145(9 1) 16626(19 0) 
45195(22 0) 55416(25 4) 
24075(15 2) 21272(9 I) 


18045(5 1) 
10640 
5950 


17504 (6 2) 
77*5 
4646 


Variation Over 
fiscal Year So Fur 1995 1 
1996 97 I99S96 


7 

18402 

27*30 

5*85 

8 

5640 

8724 

7*1 
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Money Market Rates of Interest ( per cent per annum) 


*Jj/eek ended Friday 


June 1996 



May 1996 




April 1996 




28 

2I(RF) 

14 

/(RH) 

31 

24(RF) 

17 11XRF) 

31 

26(RF) 

19$ 

12(RF) 

5$ 

Instrumenis^^^^^^ 














Call money rate 
(weekly weighted average RBI) 
Call money rate 

na 

10 89 

10 90 

10 39 

10 87 

10 84 

10 94 

10 84 

10 83 

10 36 

10 49 

10 63 

14 se 

(Range weekly) 

10 SO 

0 25 

10 70 

0 10 

10 80 

0 25 

10 65 

0 25 

10 25 

0 25 

800 

0 50 

1000 

11 00 

11 05 

11 50 

11 uO 

11 25 

11 25 

11 25 

11 25 

11 25 

11 25 

1200 

11 50 

20 OC 

Treasury Bills 














91 Day (On tap oi ad hoc) 

91 Day (RBI Auction) 

4 60 

4 60 

4 60 

4 60 

l 60 

4 60 

460 

4 60 

4 60 

4 60 

4 60 

460 

4 6( 

Primary 

Secondary DFHI 

1241 

1241 

1241 

1241 

1241 

12 *7 

12 37 

12 37 

1241 

12 46 

12 63 

12 84 

12 9*: 

(mid point of bid and oflcr) 

12 04 

12 01 

12 04 

1203 

12 05 

12 OS 

12 05 

12 05 

12 05 

11 92 

1223 

12 58 

12 9^ 

All SOL trading 
(Weighted YTM) 

10 81 

11 14 

10 67 

10 94 

10 68 

10 22 

13 56 

10 80 

11 09 

12 SS 

12 24 

14 49 

13 0* 

364 Day (RBI Auction) 














Primary 

* 

12 97 

* 

12 94 

* 

12 94 

* 

12 94 

♦ 

12 99 

* 

13 12 


Secondary DFHI (mid point) 

11 48 

11 45 

11 45 

II 39 

11 36 

11 41 

11 41 

1141 

11 79 

11 78 

11 55 

11 68 

11 81 

All SGI trading 
(Weighted YTM) 

12 08 

12 06 

12 22 

12 27 

1271 

12 34 

13 89 

10 4* 

10 45 

11 17 

1243 

12 66 

11 91 

Statt govt loans (Coupon rates) 









13 8S 





All SOL Hading 








(10 yeais) 





(Weighted Y1M) 

1 1 82 

14 16 

1264 

I * 8h 

14 02 

13 70 


13 S6 

1341 

13 73 

13 74 

13 72 

1*8' 

GOl Securities 














Primary Auctions 

13 8S 

* 

* 

13 70 

* 

13 75 

* 

* 

* 

* 

13 SO 

* 

* 

I (10 yeais) 


r 

yeais) 


veurs) 





(2 yeais) 



Secondary All SGL trading 














(Weighted YTM) 

11 88 

129* 

1*61 

13 13 

1344 

1 * 75 

13 74 

l * 49 

13 17 

13 44 

13 49 

1363 

13 8' 

PSU Bonds yield 














Tax free NSE 














(traded weighted) 

1240 

1*60 

13 32 

12 74 

13 82 

13 04 

13 14 

1291 


12 12 

13 18 

13 49 

12 41 

NSF (Range weekly) 

12 40 

12 57 

12 69 

12 74 

13 40 

12 SS 

13 1* 

12 87 


11 74 

13 18 

12 7S 

II 92 



14 01 

13 45 


14 16 

14 06 

13 14 

13 29 


12 34 


13 86 

13 8: 

Taxable NSE (traded 














weighted) 

17 18 

18 54 

17 80 

16 82 


18 92 

18 67 

18 02 


17 56 

18 09 

17 49 

18 S 

I NSE (Range weekly)14 62 

17 17 

16 8S 

16 25 


17 61 

18 17 

16 46 


17 28 

1809 

16 97 



19 01 

18 93 

18 49 

17 68 


19 80 

1891 

19 15 


18 26 

20 02 

17 52 


Commercial Bills 














DFHI (Rediscount rate) 

IS 00 

15 00 

IS (K) 

IS 00 

15 (X) 

IS SO 

IS SO 

15 50 

IS SO 

16 00 

16 00 

16 SO 

17 5i 










1600 


16 50 

17 SO 


CP Primary market (90 days) 

IS SO 

15 50 

IS SO 

IS SO 

16 (X) 

16 00 

16 00 

16 00 

17(H) 

17 00 

17(H) 

1700 

1700 

16 00 

16 00 

17 00 

IShS 

17 00 

17 00 

17(H) 

17 SO 

18 00 

21 (X) 

21 00 

22 00 

22 (X 

Secondary DTHI 














\ Discount rate) 

16 00 

16 00 

16 00 

1600 

16 00 

16 SO 

16 SO 

16 SO 

16 SO 

1700 

1/00 

17 50 

18 51 










17 (X) 


17 S() 

18 50 


Marku/NSF 



14 00 

14 SO 


IS00 

11 8* 





12 80 






IS 00 


1S 75 








I CDs Pnmaiy market (one yeui) 13 00 

1*50 

13 *>0 

13 00 

13 00 

1 * 00 

1*(H) 

1 4 00 

14 (X) 

14 7S 

IS 00 

15 00 

1700 


1600 

16 00 

16 (X) 

16 00 

16 00 

16(H) 

lf> 00 

16(H) 

16 00 

17 SO 

17 SO 

18 00 

19 0 

Sv c ondary DF H11 Discount rate) 

11 00 

15 00 

IS 00 

IS 00 

IS 00 

IS SO 

IS so 

IS SO 

IS SO 

1600 

1600 

16 50 

17 5i 









16 00 


16 SO 

17 50 


Inter corporate deposits 

19 00 

1900 

20 00 

20(H) 

20 (X) 

20 (K) 

20 00 

21 00 

21 00 

21 00 

21 00 

21 (X) 

21 (X) 

OU/90H80 days) 

UT1 1964 Units (Week end 

21 00 

21 00 

22 00 

22 (K) 

24(H) 

24 00 

24 00 

24(H) 

24 (X) 

26 00 

26 (X) 

26 00 

26 0 

secondary market 
pace in rupees) 

na 

na 

na 

16 2S 

IS 65 

1S 65 

IS 65 

IS 80 

IS 85 

15 60 

IS 65 

15 65 

156 

Hundi Rate 

24 00 

24 00 

24 00 

24 00 

24 00 

24 (X) 

24 00 

24(H) 

24 00 

30 (X) 

30 00 

30 00 

30 OC 


30 00 

30 00 

*0 00 

30 00 

30 00 

30 00 

30 00 

30 00 

30 00 

36 00 

36 00 

36 00 

36 0 

Memorandum Items 














(i) Forward premia on the US dollar 













in the domestic inter bank market 
(annualised in per cent pet annum) 













(Weekly average)® 














Spot/Cash 

6 32 

8 07 

7 12 

6 68 

7 56 

9 65 

6 52 

9 15 

11 85 

13 87 

16 02 

12 95 

21 4 

One month 

7 0S 

9 98 

9 92 

10 37 

1200 

12 92 

11 63 

1291 

11 67 

13 86 

14 16 

18 24 

214 

Three month 

9 28 

12 13 

12 09 

12 84 

14 08 

IS 10 

13 85 

14 55 

12 97 

14 34 

14 75 

17 72 

19 8 

Six month 

11 IS 

13 IS 

13 16 

13 95 

14 66 

16 17 

15 16 

1541 

1390 

IS 14 

16 04 

1769 

186 

( 11 ) RBI Relerencc Rale (Rs/US$) 

3S06 

34 99 

35 03 

34 86 

35 09 

35 07 

35 20 

35 43 

35 55 

34 28 

34 23 

34 30 

34 1 

J (in) Havala Kate (Rs/USS) (Dubai) 39 00 

39 00 

*9 00 

39 00 


38 6S 

38 65 

38 65 

38 50 

38 50 

38 25 

38 25 

38 2 


no trading * no auction na no* available ( ) no floatation YTM - yield to matunty $ Friday being holiday Thursday data 
KF means Reporting Friday for foitmghtly reporting of conditions of banking business and the fortnight serves as the reserve maintenance period f< 
scheduled coniine a lal banks ® Based on daily quotations supplied by Mecklai Financial and Commercial Services Ltd Bombay_ 
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EFW Ktsetfrcli ItaMdation 


vfOTOR INDUSTRIES COMPANY 

Rise in Sales 

rRADING in an assortment ot auto com¬ 
ponents like halogen lamps, horns, cogged 
pelts and voltage regulators, Motor Indus- 
nes Company (MICO) is India’s leading 
'nanulatturer ot tucl injection equipment, 
»park plugs and electric power tools lor the 
automotive industry It manutactures most 
.it the components required tor fuel injection 
pumps such as elements, delivery valves and 

1077lCS 

The uptrend in the automobile industry 
saw the company notch up a sales turnover 
,>t Rs 83 3 u ore tor the year ended December 
1995 up by 29 pci cent trom Rs 646 crore 
m the prev ious year Interest charges moved 
jp trom Rs 9 ciore to Rs lOcroic Provision 
lor depreciation and tax moved up by 23 per 
Lent and 38 per cent, rcspec lively Dividend 
paymeni has been stepped up lo 22 per cent 
fiom 20 pei cent paid last ycai 

Peiloimancc on the expoit Iront was 
satisfactory Expoits moved up to Rs 78 
crou 1 tor the ycai undei review up tiom 
Rs 62 croie it corded in ihe previous year, 
a giowth of 26 pet cent A corresponding 
use was seen in unpoits which moved from 
Rs 43 uoie to Rs 69 crore 

A lull range ot Bosch hydiaulic products 
was introduced enabling the company to 
supply complete hydraulic system equipped 
with high quality components Important 
machines built in house include honing 
machines, super finishing machines and 
tuimats Electric power tools showed satis 
factory performance with increases not only 
in volume but also in market share 

On the anvil is the setting up ot a Rs 25 
crore plant at Baroda to manufacture diesel 
lucl injection pump components, the invest 
ment on which is to be made over a period 
ol over five years A linal decision on the 
specific components to be manufactured at 
the proposed plant is yet to be taken 

The company plans to intioduce a range 
ot automobile products like petrol injection 
devices and any time skid-braking equip¬ 
ment in the domestic market The produc 
lion of these products will be taken up at 
the Bangaloi e plant trom 1997 98 with com¬ 
pletely knocked down kits which are to be 
initially imported 

'I he company’s research and development 
activities have been directed to meeting the 
stringent emission norms in the automobile 
industry Development ot high piessure 
single cylinder pumps foi various applica¬ 
tions for customers in Europe and spark 
plugs toi the two-whceler market in south¬ 
east Asia is also on the anvil For the year 
under review, the company spent Rs 10 
crore on R and D activities, an increase ot 
31 per cent from Rs 7 crore m the previous 


year The company’s R and D centre is 
recognised by the ministry of science and 
technology, government ot India 

Sales tor the period January to May have 
gone up by 20 per cent over the correspond¬ 
ing period for the last year 

BATA INDIA 

Restructuring Programme 

The post-liberalisation period saw Bata India, 
the Indian arm of international shoe majoi 
Bata Shoe Organisation, tie up with leading 
international brands which would be sold 
through Bata’s new ictail outlets designed 
snecifically for the purpose As Bata con 
ccntruted on the high priced segment, the 
lower priced segment which had been its 
mainstay began to he neglected The un¬ 
organised sector soon saw an opening and 
lost no time in consolidating its position m 
this segment Moreover employees weie 
given incentives to push the premium brands 
As a result sales ot the low and medium 
priced ranges started shrinking On the one 
hand was the competition trom this segment 
and on the other hand competition trom 
foreign brands which were allowed tree 
entry Added to this was the problem ol 
overstaffing at the retail outlets m relation 
to volumes sold All of this speK a decline 
for the company 

Bala India’s slide began in 1992, when 
the company regisiucd a net loss ol Rs 9 
c rorc on a turnover ol Rs 199 crore, its first 
loss in six decades The losses weie attn 
buted to labour unrest at its Batanagar plant 
which paralysed the working ot the plant 
A change of focus saw the company move 
trom production on mass scale to produc¬ 
tion of premium biands in shoe and fash 
lonware The gamble paid oft initially with 
the company making a piofit ot Rs 20 crore 
in 1993 but in 1994 net profit declined to 
Rs 1 crore and the situation worsened 
tuither with the company making a large 
loss in 1995 


Bata India closed the year ended Decem¬ 
ber 1995 with a net loss of Rs 42 crore Sales 
moved up by 2 per cent and other income 
was down by 4 per cent Interest costs were 
up by 39 per cent Provision for tax and 
depreciation moved up by 39 per cent and 
75 pei cent, respectively Losses were re¬ 
duced on account of Rs 19 crore realised 
f rom the sale ot its corporate office in centra) 
Calcutta 

The dismal performance tor the year under 
review has been attributed to consumer 
resistance to price nse, heavy discounts to 
cleat slow moving inventory and unde 
utilisation of capacity in production units 
Exports moved up by 27 per cent to Rs 23 
crore, while imports saw a fall of 53 percent 

The company has a major restructuring 
piogramme on the anvil The steps taken 
include substantial discounts to be ottered 
on slow moving products so as to liquidate 
stocks and generate cash consolidating 
opeiations, disposing ol unutilised assets, 
reducing the number ot lines of shoes and 
restricting the high priced range to select 
outlets only The company has decided to 
increase its throughput at its own plant 
and reduce the outsourcing ot products 
The company s emphasis on volume 
growth is evident irom the 11 per cent rise 
in the number of pans sold and the 7 per 
cent growth in sales in the first quarter of 

1996 

In 1995 the company raised $ 5 mn (Rs 16 
crore) from a group of overseas hanks 
syndicated by Citibank International pic, 
London, tor financing its capital expen¬ 
diture of Rs 13 27 ciore The funds were 
spent mostly on store modernisation and 
balancing equipment tor better utilisation ol 
infrastructure and existing capacities Die 
foreign < urrency loan is repayable in two 
equal instalments in January 1997 and July 

1997 The company also benefited from an 
interest-free advance of $ 10 mn received 
in March 1996 from the majority overseas 
shareholder which is to he converted into 
equity later this year 


INSTITUTE OF DEVELOPMENT STUDIES 

JAIPUR 

Wanted a researcher to work in a 14 month duration project on “Livelihood 
Strategies Cender Civil Society and Public Action” undertaken in colla¬ 
boration with Institute of Development Studies, Sussex The researcher 
should be well versed with the literature on Gender and Development, PRA 
techniques and also willing to undertake and guide a team of investigators 
for field work in Rajasthan A degree in Sociology/Anthrof>ology will be 
more desirable Salary according to qualifications will be at par with that 
of Assistant Professor/Associate Professor in a University Closing date 
for applications is July 31, 1996 

Director 
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(Mi lakh) 


Financial Indicators 


MXCO 

Industries 


Etemit 

Everest 


Beta Indie 


Dec 

1995 


Dec 

1994 


Dec 

1995 


Dec 

1994 


Dec 

1995 


Dec 

1994 


Income/approprlatloias 

1 Net sales 81316 

2 Value of production 84298 

I Other Income 2609 

4 lotahmome 86907 

5 Raw matenals/Stoies and 

spares consumed 11797 

6 Other manufacturing expenses 5071 

7 Remuneration to employees * 16182 

8 Other expenses 11013 

9 Operating profit 20844 

10 Interest 992 

11 G row pi of it 20088 

12 Depreciation 8110 

11 Profit be fori tax 11758 

14 Tax provision 6500 

15 Profit after tax 5258 

16 Dividends 817 

17 Retained profit 4421 

Uebllfitiea/essets 

18 Paid-up capital 1805 

19 Reserves and surplus 19169 

20 Long term loans 1358 

21 Short term loans 1481 

22 Of which bank borrowings 1453 

21 Gross fixed assets 64567 

24 Accumulated depreciation 41861 

25 Inventories 11110 

26 Total assets/liabilities 54568 

Miscellaneous items 

27 Excise duty 9811 

28 Gross value added 16614 

29 Total foreign exchange income 9818 

10 Total foreign exchange outgo 16101 

Key financial and performance ratios 

11 Turnover ratio 

(sales to total assets) (ft) 152 7 

12 Sales to total net asseu (ft) 279 4 

II Gross value added to 

gross fixed assets (ft) 56 7 

14 Return on investment 

(gross profit to total assets) (ft) 16 8 

15 Gross profit to sales 

(gross margin) (%) 24 I 

16 Operating profit to sales (ft) 25 0 

17 Profit before tax to sales (ft) 14 1 

18 Tax provision to 

profit before tax (91) 55 1 

19 Profit alter tax to net worth 

(return on equity) (ft) 22 9 

40 Dividend (ft) 22 00 

41 Earning per share (Rs) 118 19 

42 Book value per share (Rs) 6018 

41 P/fc tatio (based on latest and 

corresponding last yeai s price) 54 5 

44 Debt equity ratio 

(adjusted foi revalu non) (9*) 14 6 

45 Short term bank borrowings 

to inventories (ft) III 

46 Sundry creditors to 

sundry debtors (ft) 190 1 

47 Total remuneration to employees 

to gross value added (ft) 44 2 

48 Total remuneration to employees 

to value of production (ft) 19 2 

49 Gross fixed assets formation (ft) 27 I 

50 Growth in inventories (ft) 19 50 
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BfflBXNir XVBWHrt 1 < 

R and D Effort 

Part of the Brussels-based Etemtt groi 
Etemit Everest, manufactures fibre-ba< 
asbestos cement products like corrugai 
roofing sheets, curved roofing sheets, gut 
and roofing accessories Apart from the 
its product line also includes water stort 
and septic tanks, refusal disposal syste 
and air extractors which are mostly used 
construction Etemit Everest has five fac 
nes and a market share of roughly 10 | 
cent The company gets its supplies of cem 
from the Associated Cement Compan 
(ACC) and Orient Cement ACC has 
equity holding of about 26 per cent in 
company 

Etemit Everest has changed its account: 
year from March to December The co 
pany closed the year ended December l c , 
with a sales turnover of Rs 101 crore on 
annualised basis, up by II per cent fr 
Rs 124 crore in the previous year Ot 
income moved up by 46 per cem Intel 
costs were down by 21 per cent Provis 
tor depreciation and tax rose by 62 per c 
and 27 per cent, respectively Net profit v 
up by 40 per cent A dividend ot 40 per c 
has been recommended by the compan 

The company shifted its production 1 i 
lity from Mulund to Nashik in March 19 
with the land at Mulund being dcveloj 
for residential purposes The unit comir 
stoned in March 1995 has comment ed co 
mercial production Accoiding to manag 
director P Khurana, the Nashik plant is 
achieve 100 per cem capacity utilisat 
within two months 

The 1995 96 budget reduced the custo 
duty on asbestos fibre from 65 to 50 per u 
Considenng that asbestos tibre constitu 
nearly 80 per cent of the total material u 
the reduction in duty ts likely to ease 
pressure on profit mat gins though the ns 
prices of cement and the rupee dcpreciat 
are cause for worry 

The company has two R and D cent 
located at Bangalore and Kymore which 
recognised by the department of scicnti 
and industnal research Having ptonee 
the large-scale utilisation of fly ash 
cement companies, the company is cone 
trating on the development of the best cc 
bmation ol raw materials and manufactur 
methods for non asbestos sheets that 
suited to India In addition to the fire re 4 
tant multi purpose boards being develo| 
with the acti ve assistance ol the Extex gro 
Etemit Everest has also initiated the ini 
duction of passive fire protection syste 
in the country with support from an E 
group company 

Fresh capacity and entry of new play 
into the industry has been banned on 
grounds of pollution and Etemtt Everest 
ventured into producing non-asbestos ba 
roofing and panelling products 
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NEW DELHI 

Left Parties’ Predicament 

BM 


In their concern over the challenge of the BJP, the left parties have 
chosen to compromise their ideological positions and policy 
commitments . They are therefore losing the fight against the 9 reform 9 
policies of the government which alone can lend relevance to their 
presence in the political arena . 


THE elite, especially business corporations, 
Indian and foreign, seem to be remarkably 
calm, showing hardly any sign of the 
customary pre-budget blues this year. This 
itself should be a cause for some 
apprehensions for the general public. 
P Chidambaram, soon after taking over the 
union finance ministry, has given an inkling 
of his intentions by announcing his 'austerity'* 
programme to reduce the fiscal deficit of the 
government. This predictably provoked loud 
protects from the trade unions, particularly 
of government and public sectoremployees. 
The left parties had to back their protest, 
though with some hesitation, because they 
were in an awkward position after their 
plaudits for the Deve Gowda government 
and the so-called common minimum 
programme of the United Front parties. 

Chidambaram has dismissed the protests 
of trade unions and left parties with 
characteristic aplomb. He has asserted that 
tie did not want to do anything novel. The 
measures proposed by him were initiated 
Five years ago, but had not made much 
headway. He merely wanted to do better. 
This was evidently to score points over his 
predecessor, Manmohan Singh, who had 
gone for heavy cuts in public investment to 
achieve a dramatic reduction in the fiscal 
deficit for two years running. Subsequently, 
however, there was a half-hearted attempt 
to stimulate economic growth which, 
combined with some step up of government 
expenditure on populist schemes for electoral 
reasons at once increased sharply the fiscal 
deficit. This is the ticklish situation which 
Chidambaram is now called upon to tackle. 

It is significant that the starting point for 
the continuation of so-called reforms by the 
Deve Gowda government is a return to 
'austerity' for salary-earners in government 
ind workers in industry, especially in 
departmental and public sector undertakings. 
Chidambaram is on familiar ground. He has 
chosen, like his predecessor, to reduce the 
fiscal deficit by wage restraints and cuts in 
public investment, ostensibly to keep 
inflationary pressures under check and wait 


for'efficient* investment in the private sector, 
especially of foreign capital, for economic 
growth. Thi s approach has a great fascination 
for the 'economic reformers’, their failure 
so far to achieve positive results by its pursuit 
notwithstanding. But it is time that the truth 
be accepted without equivocation that this 
is not the panacea for the ills of the Indian 
economy that the IMF/World Bank combine 
claims it to be. The lot of the mass of the 
people suffering from inflation and pitifully 
low incomes for want of gainful employment 
cannot improve by unleashing marketforces 
on them and opening up the Indian market 
to foreign capital to exploit Indian labour 
and consumers. 

The fact too must be reckoned with that 
measures to stabilise the Indian economy 
and promote its growth under the IMF/World 
Bank reform has been and will continue to 
be in tune with the programme for attracting 
foreign capital and liberal import of goods 
and services. Investment priorities and price 
adjustments have to be accordingly adjusted. 
Fiscal measures and tax concessions have 
to be so designed as to increase the purchasing 
power of the elite and develop what is called 
the 'up-market*. The inflation rate has tended 
during the last five years to dip occasionally 
because of good monsoons. But round after 
round of inflation has become unavoidable 
even as income disparities have sharpened. 

It is, remarkable, therefore, that in contrast 
to the brief verbal protest against the 
'austerity* measures of Chidambaram, the 
response of the UF parties, including the left 
parties, to the series of measures announced 
by Chidambaram to attract foreign capital 
has been mild, indeed benign and stoic. The 
foreign equity ceiling for automatic approval 
is proposed to be raised from SI per cent 
to 74 per cent. The list of industries for such 
investment would be enlarged and would 
cover small-scale industry as well. The UF 
government is geared to opening the door 
to foreign capital even wider than the 
Congress(I) government. The 'reformers’ in 
the UF seem to be having their way too, 
thanks to the self-imposed 'discipline' of the 


left parties in the UF who bestir themselves, 
and that too rather lazily, only when their 
already shrinking support base comes directly 
under attack. The interpretation by the 
reformers of the common minimum 
programme of the government, therefore, 
easily prevails. The idea of restricting foreign 
investment in any way or form, for social 
or technological reasons, has been brushed 
aside. The notion of a level playing Field has 
been 'adjusted* to conform to the 
globalisation standards stipulated by the 
developed countries - that is, "national 
treatment in respect of market access and 
security for international investors". In 
addition, guidelines for external commercial 
borrowings have been liberalised by 
Chidambaram. To begin with, the limit for 
external commercial borrowing by corporates 
has been raised from $ 5 to 6.S bn. This is 
in addition to the ambitious target of $ 10 
bn of direct foreign investment. The fancy 
distinction between 'debt 1 and 'non-debt* 
inflows of foreign capital has been put aside. 
NRIs in particular are being offered more 
generous terms for their deposits and for 
trading in stocks and shares. The need for 
some restraint on, for instance, commercial 
borrowing by the government, in view of 
the balance of payments implications and 
the mounting debt, is being ignored because 
of the 'comfortable* exchange reserves for 
the reformers to play with. It is disregarded 
that the current account deficit has been 
widening since the second half of 1995-96. 
Exchange reserves have been depleted by 
as much as $ 5 bn and the exchange value 
of the rupee has been eroded by more than 
20 per cent during a short period of nine 
months. 

Measures for enlarging the play of foreign 
capital in the Indian market combined with 
reckless foreign commercial borrowings will 
necessarily add to external payments 
obligations and the balance of payments 
position can sharply deteriorate in a short 
period of time. The current account deficit, 
given import liberalisation, may well 
grow, according to some estimates, from 
about $ 5 bn last year to over $ 10 bn in 
1996-97. The debt service obligation in the 
current year will be as laige as $ 15 bn. The 
decision to liberalise imports, including of 
consumption goods, and the step up in 
external commercial borrowings, with shorter 
and shorter maturities, are not a remedy in 
these conditions but a prescription for 
disaster. The inflow of NRI funds and of 
volatile portfolio investment will add to the 
uncertainty and the pressures. This is a 
scenario which is reminiscent of that 
preceding the eruption of the payments crisis 
of 1991. This will provide an eagerly awaited 
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pportumty for foreign Investors and 
creditors and their political backers to bend 
the Deve Gouda government to their wilt 
Foicign investment, direct and portlolio, on 
a scale for outstripping anything that the 
Narasimha Rao government could achieve, 
is indeed portentous tor the Indian economy 
and polity Ironically, however, the 
Communist Party leader, Indcrjeel Gupta, 
recently noted, as he waited to be inducted 
as a union minister, it India did not get ‘this 
amount ot funds [$ 10 bn a year, the target 
loi DPI set in the MCP1, where will you lind 
resourc es tor development lTns mindset ol 
helpless dependence on foreign capital tor 
development side-tracking domestic 
resource mobilisation and domestic agents 
ol growth, mocks al the protestations ol sell 
reliance and mass wellaie 

The left and centrist parties appear to be 
so seated ot the BJP challenge that they have 
tended to compromise then policy 
commitments and ideological positions They 
arc, thcictorc losing the fight against the 
rcloim policies of the government which 
alone can make then presence in the political 
arena relevant It is now becoming 
increasingly doubtful that they will he able 
to protect, lei alone expand then support 
base among the masses even as the 
multinational corporations and then 
collahmatois business interests and 
politicians in India, lind wider opportunities 
to enlarge their operations and strengthen 
their domination ot the Indian economy 
society and polity 

The leadets of the CPI Indcrjeel Gupta 
and Chatuianan Misra, hase joined the Dcvc 
Gowda gosemnient with great enthusiasm 
even though within a month ot its formation 
there is ample evidence that Us stability is 
under senous doubt I hat the discicdiled 
Naiasimlia Rao led Congress has managed 
to ally with Kanshi Ram's BSP to fight the 
crucial UP assembly elections against the 
party combination led by Dcvc Gowda 
combined with the growing internal 
dissensions in the lanata Dal has visibly 
queered tlu pilch tor the Devc Gowda 
government The opinion is gaining ground 
that it will not Iasi beyond the UP elections 

For the CPI with its meagre stiength in 
Lok Sabha to join the Devc Gowda 
government when the populai political 
envuonment is not at all favourable to it is 
a highly questionable decision It is clcai 
that the left parties do not lairy enough 
political weight to signilicantly influence 
olliual policies But their political position 
among the people is bound to be gravely 
compromised bv their association with and 
in the case of the CPI participation m the 
government Fo suggest that the CPI has 
won a signal v ictoi > bee ausc it has succeeded 
in sccuung the office of the home minister 
is to be politically naive It will not pass 


notice either that indrajlt Gupta’s first 
utterances as home minister have been in 
favour of holding the assembly elections in 
Jammu and Kashmir and leaving the question 
ot autonomy tor the state to he negotiated 
with the "elected assembly This is in total 
conlormity with the stand of Narasimha 
Rao which had been then criticised sharply 
bv the left patties So lar as the induction 


THECommon Minimum Programme agreed 
upon by the current coalition government 
has a mention about protecting the nation s 
genctit lcsourccs A stiongly worded 
commitment to piotecting and making these 
resources the coincistone of oui economic 
giowth would have been moie appropriate 
in jn eta when biotechnology is set to 
dominate 00 to 70 pei cent ol the global 
economy However given the general lack 
ol appreciation ahoul the socio economic 
importance ol thi country s considerable 
genetic wealth even this mention is to be 
welcomed 

Our genetic resources have to be protected 
from physical destruction but more than 
that they have to he pmtectcd from the 
marauding corporate sector at mod with unjust 
patent and IPR laws It is tor this reason that 
intellectual pioperty lights (IPR) have 
emeigcd as one of the key economic issues 
in multi lateial negotiations like the GA FT/ 
WTO and the Convention on Biological 
Diversity The new government will have 
to take some concrete steps on IPR 
legislations in older to start fulfilling the 
iequipments of international treaties 

The popular belief that India s ftte is 
sealed now that the treaties arc signed and 
that it is not possible to do anything at this 
stage is wiong Gianted that a strong 
negotiating position by an important 
germplasm owning country like India could 
have resulted in a more favourable final 
position on genetic resources in TRIPS 
Despite this there is some flexibility in the 
treaties toi India to draft laws that will 
protect the national interest to quite an extent 
provided the political will exists It is 
imperative that having lost the lirst advantage, 
wc make sure that we do not lose the second 


is concerned, the CPI state council ot 
home state, Bihar, came out with a sf 
indictment on the eve ot his becomm 
minister ot his political wheeling and dea 
which suggested that he might well 
regarded as yet another nominee tn the ter 
council of ministers ot Laloo Prasad ra 
than ol the CPI 


Apart from the pending drift bill oi 
amended patent *cgimc tor diugs 
chemicals the government will ncec 
address itself to legislations lnlioducii 
sui generis system ol protection tor sc 
a law defining the kind of IPR protec 
we will gram on micro organisms at 
means to protect oui intciest with res 
to the geographical indication ilaust 
G ATI /TRIPS 

In addition, it will net d to draft Icgislai 
pertaining to the conditions ol theC on veil 
on Biological Biodiversity This will inc 
laws establishing lndi \ s sovueigmty < 
Us genetic resources which will mak 
illegal to remove genetic material from 
country without permission Laws icla 
to the biodiversity convention will also t 
to lay down the precise conditions ui 
which India will allow Us bioresource 
be used This will include laying dowr 
framework foi Prior Informed Consent 
Matenal Transfci Agiccments Finally 
wilt have to legislate that Indigcr 
Know ledge (IndigenousTechnology) is v 
gives genetic resources any value and 
local communities have lights because 
ai c the creators and owners ot this know Ic 

In the case of the Patent Amendment 
introducing product patents in the drug 
chemical sector the chief objection is U 
granting of pipeline protection and the $ 
of exclusive marketing rights to fl 
companies that have a patent legist 
elscwheie these steps amount to grar 
outright patents through the back dooi 
diluting Indian control over drug relc 
This should not be allowed 

Withrespeettomicro organisms,Ibel 
that India should accept patents on 
pioducts derived from micro organism: 


How Do We Protect Our 
Genetic Resources? 

Suman Sahai 

The United Front's Common Minimum Programme makes hut a 
mention of protecting the nation’s genetic resources The new 
government will have to take concrete steps on Intellectual 
Property Rights legislations so as to gain maximum benefits jrom 
international treaties 
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not accept patent* on the onanism* 
themselves The rote of micro-organisms tn 
an era dominated by biotechnology is of 
particular importance to India The 
government should take a stand against 
patents on micro-organisms The GATT/ 
WTO charter piovidcs member countries 
the right to exclude categories from 
patentability that would ottend the public 
or go against the moral noims prevalent m 
the country India should invoke this clause 

IPRs on seeds have been discussed on 
public platforms tor at least the last five 
veais The issues involved are quite clear 
and one would imagine that the oihcial 
position on the subject would also be equally 
c leai (Jnlortunatcly that is not the case 1 he 
new government should show some clean ve 
01 iginal thinking and draft ajust and sensitive 
law that includes the point o( view of 
gcrmplasm owning countries like India 
Nowhere does it state that a WTO member 
has to follow the UPOV model toi its sui 
generis legislation The UPOV model is 
designed lor mdustiiahscd not agnculiuial 
economies 

India unlike Luropc is a gcrmplasm 
owning country Developing coutlines like 
India arc the inventor owners of thousands 
of ciop varieties medicinal plants and other 
Kinds ot genetic lesouitcs that ate the target 
of the sui generis system of the GAT1/ 
WTO India s position should be that genetic 
resources like other natural resources aie 
a source ot icvcnut and must be paid lor 
Our sui generis system must acknowledge 
Partners Rights Ihesc tights should be 
placed paiallc! to Breeders Rights They 
du i ve f rom the innovati ve contribution made 
by lai inei s to the main tenant t nl gu mpl ism 

The gcnetiL resources of the world havt 
icquucd their recognisable economically 
important lorm because ot the labour and 
ingenuity ol thud world laimeis and 
indigenous people Theic wcic no plants ol 
nee and potato and cotton lying around in 
the foiesls waiting to be fucked up I ood 
and cash crops on which the survival ot the 
human race is based, were created from wild 
plains in tropical loiests by generations ol 
careful breeding and selection This 
innovative laborious process carried out by 
the farmers ot the third world has gillcd the 
world a stable, secure food supply and many 
grain dollars to countries exporting 
agricultural surplus 

Yet these enormous achievements by 
generations of third world people havenevci 
been acknowledged while the fruits of then 
labour have been appropriated without 
compensation Gctmplusm import to the US 
is reported to have I etched the American 
economy upwards ot 70 billion dollars f rom 
agriculture alone 

Recognition of the farmers 1 rights must 
be the central pillar on which om sui genet / 


system is bulk Our position should be 
unambiguous Breeders’ Rights will be 
granted by India only it the industrialised 
nations which are gene poor and therefore 
consumers of third world genes 
acknowledge farmers rights 

Another aspect needing attention is the 
provision tor protecting speciality goods 
helongmgto a particular geographical region 
The TRIPs chaptei in a clause named 
Geographical Indication offers proprietary 
nghts to a specific geographical area ovci 
(he pioducts associated with it France for 
example has this light over champagne wine 
India and Pakistan have it over basmau nee 
America has been violating India s 
geographically indicated rights by growing 
basmati nee and selling it under the brand 
name lexbasman 

This bungs me to the last aspect ot the 
IPR regime needing attention, that is the 
drafting of clear cut unambiguous conditions 
toi Prior Informed Consent and Material 
Transfer Agreements I hesec lauses provided 
f oi in the Convention on Biologic al Di vet sity 
will determine the tci ms and conditions undet 
which companies specially foreign 
companies can have access to ’ he get mpl asm 
of this country 

Australia has tnlioduced some very good 
legislations m this held icccnlly Austialian 
stales have legislated that they will have to 
lutomatically receive i cctlain percentage 
ol loyalties earned liom my product derived 
from Austialian nauit il resources This is a 
good model loi India to follow Seed 
companies should be icquired to pay into 
a Community Gene I und a percentage ot 


profit* front seed inks* Mortal drug 
companies would likewise heed to pay for 
the use of Indian medicinal plants 
In the case of India where the presence 
ol gcrmplasm is accompanied by a highly 
sophisticated knowledge ol its use, the role 
ot indigenous knowledge or what can be 
called indigenous te< hnology will have to 
be recognised and given adequate 
importance C ommumties with specialised 
knowledge of genetic resources and their 
complex uses from fields ranging horn 
agriculture horticulture and pest 
management to human and veterinary 
medicine and vegetable dyes and mordants 
will havi to have a say in fhe kind of access 
lights that India will grant local 
communities will have to he participants in 
the decision making authority governing 
these c lauses, as also recipients ot the royalties 
obtained from gene use 

I he new government must he resolute in 
icsisting picssure to go beyond what is 
officially requited in the WTO The 
competence ot oui legal department must be 
used in full to diaft legislations that comply 
with foimal requirements and at the same 
time contain sufficiently clever clauses to 
ensure that our interests arc looked alter 
This is possible as the example of several 
countries like Argentina ind C hilc show 
These countries have dratted post GATT 
Icgislat ions whic h go a long way in pi otec ting 
domestic interests The crux of the matter 
is political will T he new government knows 
as well as any other that much can he won 
by skilled negotiation combined with 
determined political will 
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Legality of Nudear Weaj 
Dilemma before the World Court 

Vikram Ragfaavan 




The International Court of Justice is currently considering the issue of 
the legality of nuclear weapons . The Court's opinion first sought by the 
WHO and subsequently by the UN General Assembly, will have 
considerable impact on the ongoing deliberations on the Comprehensive 
Test Ban Treaty and on the movement towards a nuclear-free world. 


WHILE negotiations are on to formulate a 
Comprehensive Test B an Treaty (CTBT), and 
pressure is put on India to conform to its 
provisions, the International Couit of Justice 
(ICJ) is currently seized of twin requests for 
an advisory opinion regarding the legality 
of the use of nuclear weapons by a state in 
war, armed conflict or any other 
circumstance. The request for the opinion 
has come separately from the World Health 
Organisation (WHO) and the General 
Assembly of the United Nations (General 
Assembly) and has been pending in the 
docket of the Court for the last three years. 
The issues involved in the matter are 
substantial and high stakes exist in the 
outcome of the case for many nations, 
particularly the current members of the 
nuclear weapons club and the countries 
aspiring to join them. 

The matter is also crucially linked to the 
CTBT, which attempts to put in place a ban 
on the testing of nuclear weapons, which the 
nuclear powers have been doing for years. 
Of the nations who are yet to formally admit 
their nuclearcapability, only India has carried 
out a test explosion. 

A national consensus has emerged that the 
Indian stance should be one that strongly 
militates against any discrimination by 
allowing some nations to possess weapons 
and denying others the opportunity to do so 
and if this is not possible then India must 
not be a party to the CTBT. India has 
repeatedly urged that the only way out is 
rapid progress toward complete nuclear 
disarmament and elimination of nuclear 
weapons, which will resolve the thorny 
question ol nuclear proliferation, by requiring 
all nations without distinction to head towards 
removing their nuclear capability. In this 
regard it is necessary to look at the larger 
issues m international law and policy that 
inform the bottom line of the Indian position 
of progress towards elimination of all nuclear 
weapons. 

Thispolicy presumption is crucially linked 
to the belief that the use of nuclear weapons 
is illegal and is patently against world public 
order, which the ICJ is currently deliberating. 
It is not necessary for one to be a believer 


in pacifism, to remain opposed to nuclear 
weapons, there are serious objections to 
these instruments of mass destruction 
available in international law and policy, 
which include perspectives from the laws of 
warfare and humanitarian norms. These 
concepts will find reference in any decision 
on the matter by the World Court. The refer¬ 
ence to the Court provides an opportunity 
to those who favour that CTBT or any other 
treaty that might be brought forward in the 
future with respect to nuclear weapons be 
linked to a comprehensive time-bound pro¬ 
posal for the elimination of nuclear weapons 
to explain the significance of their stand. 

Considering that nuclear weapons have 
been in use for over 50 years, it is surprising 
that no international adjudicatory body has 
ever deliberated upon the question as to 
whether their use is legal. 1 When the first 
request for an opinion was made to the Court 
by the WHO in 1993, some commentators 
and international lawyers took the view that 
it was beyond the competence of the 
organisation to do so. These objections stem 
from the agreement that was concluded 
between the WHO and the General Assembly 
in 1947, where the former was authorised 
by the latter to seek advisory opinions of 
the ICJ on legal questions arising within its 
competence. The competence of the WHO 
is determined with reference to its 
Constitution which confers on the 
organisation the function of achieving the 
objective of the highest possible level of 
health. This is interpreted to suggest that the 
realm of the WHO does not extend to the 
question of the legality of nuclear weapons, 
since a matter of policy it cannot involve 
the health of the world. Such an objection 
lacks standing, for the fallout of the use of 
nuclear weapons which con be decimating, 
on the health and environment of the world 
is crucially linked to whether the use was 
legal. The request reflects the concerns of 
a specialised world body that the globe must 
be saved from irreversible environmental 
and health damage, in the future if the use 
of the weapons is invalid. 

When the General Assembly madeasimilar 
request for an opinion from the ICJ in 1994, 


these mKtfVattotti considerably &mmti 
though some still hold the opinion that e 
this body, the plenary organ of the Uni 
Nations is also acting beyond its pow 
endowed by the Charter in making 
request. These feeble objections stemr 
from the fact that the Charter of the 
limits the competence of the Gent 
Assembly to seeking opinions from the 
on matters that are legal in character, 
subject of nuclear weapons use does 
fulfil this requirement. This reasoning clci 
fails since the use of force, laws of war 
and humanitarian norms to be folloi 
during armed conflict now form an intej 
part of international law and on m 
occasions in the past, the Court 
pronounced on the legality of use of ari 
force and the observance of these nor 
Needless to say that the use of nuc 
weapons amounts to use of force ant 
linked to the observance of the laws 
warfare and humanitarian norms. 

It was suggested by some that the G 
should adopt a hands-off attitude, sta 
that since the question involved prima 
political elements it cannot be pronour 
upon. This is the Political Question docu 
which has been formulated by courts < 
few nations, such as the US, in which 1 
decline to consider matters that h 
significant political content. The World C 
has not adopted such a doctrine in the f 
and is unlikely to do so for two reasons: 1 
unlike domestic courts, the ICJ deals < 
disputes between sovereign nations, wl 
invariably have some political ai 
involved; second, according to the Su 
of the Court, it must decide a dispute appl 
international law. The rules of intemati 
law are formulated through various m 
all of which take into account, both realpc 
as well as the actions of states, man 
which are actuated by polit 
considerations. Thus almost every ques 
that the Court pronounces on, is bour 
have international and dome 
repercussions on the political plane and 
is not a ground for the Court to deci 
matter according to the law applicable t 
subject. The question about nuclear wea 
use is, therefore, similar to other quesi 
that the Court has confronted such as th 
of force by one nation against anothei 
claims to independence and s 
determination of a people, the obliga 
involved for states in being members c 
organisation, etc. 

Issues Under Scrutiny 

The following issues and policy ch 
must necessarily arise in any pronounce 
on the matter by the World Court: 

1 Theopening words ofthe United Ns 
Charter state that the purpose ol 
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organisation is to save succeeding 
generations from the scourge of war. It is 
apparent that war and the threat of it are 
inexplicably linked with the legality of 
nuclear weapons . It could be argued that 
the mere potential on the part of some nations 
to use nuclear weapons has prevented a third 
world war, particularly during the cold war 
between the US and USSR, both of whom 
feared each others' vast stockpile of weapons. 
This theory of deterrence claims that peace 
though at times shaky, had been maintained 
in the world throughout the uneasy era of 
the cold war through the existence of nuclear 
capacity on the part of the principal 
adversaries, the two superpowers, which 
pr :m from using it against each 

other, since it would lead to assured 
destruction. However this reasoning is subject 
to question since the western and eastern 
blocs were not intimidated by each others' 
nuclear weapons alone. A whole arsenal of 
weapons comprising oft' missiles of all 
ranges, large bombs, air and naval might 
and other conventional war systems was 
m place that could have proved sufft'icient 
deterrence. 

Even if the theory of deterrence was the 
real reason which prevented a third war from 
taking place during the era of the power 
blocs, the justification tor retaining nuclear 
weapons in the post-cold war age seems to 
be out of place. Thus the objectives oft the 
Charter, which is a symbol of aspiration of 
all the people of the world and the foremost 
legal document in international law, must 
be respected and nuclear weapons must be 
done away with, since they put the sacred 
covenant of saving succeeding generations 
from the scourge of war in considerable 
jeopardy. 

2 The existing international legal regime 
on nuclear weapons centres around the 
Nuclear Non-Proliferation Treaty (NPT), a 
classical example of the manner in which 
international law particularly, treaties and 
conventions are used to preserve the status 
quo and deny the third world its fair say in 
global affairs. It is a system in which those 
who possessed nuclear weapons formed a 
club to ensure that no other nation of the 
world joined then company by according to 
all those states without nuclear capability, 
the 'assurance’, that they would not use 
nuclear weapons against them. Chimm( 1992) 
notes that these assurances are not 
comprehensively legal or binding and were 
of little value considering that threats have 
been held out against developing countries 
especially Iraq. Richard Falk (The End of 
World Order 1983) states that the politics 
of non-proliferation is a geopolitical 
confidence game being played for stupendous 
stakes. According to him, it should not be 
particularly surprising to find the US, by far 
the greatest proliferator of nuclear weapons, 


a* die most passionate advocate of non¬ 
proliferation. Taking a cue from the structure 
of the NPT, it might just be possible that 
the Court may rule that while, the ‘use* of 
the weapons is illegal, their possession is 
not. thereby allowing nations that have these 
weapons to continue to possess them, with 
no obligation to destroy them but requiring 
non-proliferation of the same. This will be 
a decision, for academic purposes in which 
the cause of international peace and security 
will not be served. Any decision of the 
World Court must make an equitable 
pronouncement that should remove the rigour 
of the NPT and seek to do away with weapons 
completely, rather than trusting the good 
sense of the nations that already possess 
these weapons not to use them in the future. 
In fact the preamble to the NPT emphasises 
the need to work towards nuclear 
disarmament and reducing global tensions 
and the Court must regard this as a document 
that attempted to strive, in the long run, for 
complete disarmament. 

3 The NPT is not the only legal document 
that exists with respect to nuclear weapons 
on the international plane. There exists five 
resolutions of the General Assembly, passed 
in 1961, which state the use of nuclear 
weapons is in violation of the Charter of the 
United Nations and is a crime against 
humanity. These resolutions were passed by 
a majority, consisting of nations mainly from 
Africa and Asia, supported by members of 
the soviet bloc. Most western nations voted 
against the motions, an attitude that has not 
changed considering the impunity with which 
the nuclear option was kept open in the Gulf 
war by the allies despite the knowledge that 
Iraq had only rcady-to-use conventional 
weapons in comparison with the massive 
arsenal on their side. On the basis of the 
voting pattern that is discernible in relation 
to the above-mentioned resolutions, it may 
be difficult to objectively state that these 
resolutions provided international law with 
a clear prohibition on nuclear weapons. Il 
cannot be denied, however, that there exists 
consistent opinion of a large number of 
nations of the world, that there must be a 
ban on these weapons. This opinion has 
manifested itself in the stand taken by various 
nations either individually or expressed 
collecti vely through fora like the non-aligned 
movement that these weapons must be done 
away with. The attitude of many nations 
toward elimination of these weapons can 
also be witnessed in their participation in 
disarmament conferences, their support to 
private and non-governmental initiatives like 
Greenpeace calling for an end to nuclear 
weapons. It may oe also relevant to take into 
account the vehemence with which many 
nations expressed themselves against the 
use of nuclear weapons during the debate 
on the resolution requesting the opinion in 


the WHO and die United Natkaa. Itis also 
to be noted that 75 nations voted in favour 
of the resolution referring the question to 
the WHO, most of whom were convinced, 
in their policy speeches, that the use was 
illegal. Nations like New Zealand have not 
allowed warships with nuclear weapons on 
board to enter their ports. The expression 
of this opinion against nuclear weapons 
and the conduct of large majority of states, 
quite a few of whom can easily muster the 
resources and the technology in not 
embarking upon nuclear weapons pro¬ 
grammes are the foundation stones for a 
norm of customary international law to 
emerge that incorporates such proscription 
on the use of these weapons. 

4 It is argued by the protagonists of the 
continued use of nuclear weapons that any 
outlawing of the weapons must have the 
consent of all states, since international law 
is created not by the whims and fancies of 
majorities but rather by a consensual process. 

1 n this connection the ruling of the Permanent 
Court of International Justice in the Lotus 
Case to be relied upon is that: "...the rules 
of (international) law binding upon States 
...emanate from their own tree will as 
expressed in conventions or by usages 
generally accepted as expressing principles 
of law ...Restrictions upon the independence 
of states cannot be presumed...” (emphasis 
mine). This approach considers that the use 
of particular weapons by sovereign states is 
lawful unless condemned by an international 
custom or expressly prohibited by a binding 
treaty. This theory was rejected by Nagendra 
Singh, who was of the opinion that these 
weapons were incompatible with the laws 
of war particularly, The Hague Convention 
of 1907, which provides that in the absence 
of treaty provisions, usages and customs 
could be used to test the validity of the use 
of certain weapons. In this context Singh 
observed that the use of nuclear weapons 
was akin to violating prohibitions such as 
the formal ban on poison gas and violated 
a customary usage against indiscriminate 
harm. Subsequent developments such as the 
passage ot the General Assembly resolutions 
and the conclusion of the NPT itself clearly 
point to the fact that global opinion is now 
veering to the belief that these weapons are 
not to be used, notwithstanding the fact that 
occasionally like during the Gulf war, the 
use of these weapons is considered as a 
possible option. It would thereft'ore be 
incongruous to argue that a world which has 
outlawed the use of force against civilian 
targets, the use of dum-dum (expanding) 
bullets, the manufacture and the use of 
chemical weapons and that now contemplates 
a ban on land mines should continue to allow 
nuclear weapons to exist. B S Chimni, for 
instance, considers it ridiculous to apply the 
Lotus doctrine to gauge the validity oft the 
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use of nuclear weapons He stresses ‘\..No 
legal system can confer on any of its members 
the nght to annihilate the community which 
engenders it and whose activities it seeks to 
regulate The question is in tact one which 
cannot he legitimately addressed by law at 
all since it cannot tolerate an interpretation 
which negates its very existence The 
principle ot consent has no relevance ” 
(B S Chimm 'Nuclear Weapons and 
International Law Some Reflections' in 
R P Dholakia (ed), International Law and 
Transition 1989 ) 

5 Since the beginning ot this century, 
there has been a consolidation ot cllorts at 
codifying the methods and manner in which 
warfare and combatcan he staged In 1907 
rhe Hague Conventions on the laws of 
War, were formulated These instruments 
were a ilsuU ot the efforts of various stales 
to ban specific weapons like exploding 
bullets expanding bullets and poison gas 
They laid down comprehensive battlefield 
rules prohibiting such practices as using 
poison weapons attacking undefended towns 
and pillage Unnecessary and inhumane 
violence was outlawed and the rights and 
duties of neutrals on land and at sea were 
staled After the first world war, states 
attempted to ban poison gas and 
bactcnologicdl methods ol warfare With 
the conclusion ol the second world wai the 


Geneva Con ventions came into being. These 
instruments strengthened protection for 
combatants, the wounded, prisoners and non 
combatants In 1977, prompted by the 
happenings in Vietnam, additional protocols 
were annexed to the conventions In 1992, 
a convention was opened for the prohibition 
of chemical weapons 
While The Hague Conventions have been 
recognised to contain prescriptions that are 
pan of customary international law by the 
1945 Nuremberg Tribunals the Geneva 
Conventions were declared to be part ot 
customaiy law in 1950 by he ICJ These 
instruments and indeed the entire corpus of 
humanitarian hw that seeks to icgulatc 
conduct duiing warfare cleaily militate in 
pun lplc in tonn and substance against the 
use ot nuclear weapons whose ctlects are 
calamitous cause unnecessary suffering and 
ensure ill the consequences of wai that these 
lnshummts were designed to avoid Thus 
the pres rice of a sliong customary 
prohibition on various practices that result 
m grave consequences to humans can be 
extended bv the World C ourt to suggest that 
a prohibition on the use of nuclear weapons 
lsguu i ikd from the concerns ol t uslomaty 
mUinitiona law to pic\enl the mass 
destitution ind punful suffering that a 
nuclei! weapon c in inflict 
In i seminal pionounterm nl th it wis 


followed subsequentlyeven m the Nicaragua 
Cave, the ICJ in the Corfu Channel Case, 
said that the laying of mines by Albania in 
its territorial waters as a result of which 
injury was caused to British vessels and 
seaman, was in disregard of elementary 
considerations ot humanity and accordingly, 
was in violation ot international law By the 
same yardstick the use ot nuclear weapons 
by a state , can clearly be said to violate all 
noims of civilised behavioui that have 
informed the conduct ot the humankind on 
earth which inc lude respect forotherhumun 
beings and the necessity to preserve life on 
eaith 

6 The UN Chantr contains a seminal 
prohibition against the threat or use of lorte 
m Article 2(4) 1 his principle has been idied 
upon in the past by the K I to suggest that 
nations may not embark upon conduct that 
amounts to aggression or mtci \enlion in the 
affairs ol another state (Nicaiagua Case) 

It has an exception which allows states to 
exercise a limited right to si 11 defence in ihc 
case of an aimed attack However this light 
can only be cxerused within the limits ot 
proportionality ind necessity TU principle 
of propoitionaliiy requires that the response 
to an aimed attack must nuessanly hi a 
guaidcd one m which minimum force must 
he used wcughed by the icquircmcnl ot 
retaliating in a manner th U concsponds to 
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OB attack made. Urn question, therefore, 
arises that in the light of the principles of 
(he Charter regarding non-use of force and 
self-defence, can the use of weapons of mass 
destruction be justified? Can the use of a 
nuclear option that can decimate an entire 
populace be described as proportional 
response? The answer seems to be a 
resounding no, considering that the havoc 
that a nuclear weapon wrecks, is not 
measurable and the consequences can last 
foryears afterwards. Thus the requirement 
of proportionality of response cannot be met 
m nuclear warfare, since if one party uses 
a nuclear weapon, the correct response of 
the party to the attack, cannot be properly 
decided upon, since the consequences of the 
attack take several years to be completely 
available. It is therefore no solution, that m 
the case of a nuclear attack, the proportional 
response is another attack, since the 
characteristics of the former which will be 
slow to emerge are to necessarily guide the 
latter. In this paradigm, considering that the 
prohibition on the use of force is a peremptory 
norm of international law, the contours that 
it prescribes for a limited response in the 
case of an armed attack must be adhered to 
faithfully and strictly. If this is not possible 
in relation to the use of a certain weapon, 
nations must respect the paramount principle 
of non-use of force and desist from using 
the same. 

7 The environment is clearly linked to the 
use of nuclear weapons. The ICJ was 
confronted in 1974 with a plea to halt the 
testing of nuclear weapons by France in the 
South Pacific. However, it did not proceed 
to pronounce on the legality of this testing 
and its relation with the environment - it 
ruled that a decision from it was not 
warranted as France had unilaterally 
declared that it would suspend the testing 
ot these weapons. But an elaborate case 
had been made out then, detailing all the 
harmful side effects from Nagasaki and 
Hiroshima as also the evidence of the effects 
of these tests on the islands and islanders 
of the South Pacific, which can be taken 
cognisance of by the Court today. In 
addition the data from the nuclear disasters 
at Three Mile Long Island and Chernobyl, 
both confirm the decimating nature of 
nuclear activity. Some estimate that it will 
take hundreds of years before land and the 
atmosphere contaminated by a nuclear 
fallout can recover. 

Protocol I of the 1949GenevaConventions 
bars any methods or means of warfare that 
“are intended, or may be expected, to cause 
widespread, long-term and severe damage 
to the natural environment”. Besides, after 
the Gulf war experience in which Iraq’s 
actions while retreating from Kuwait caused 
considerable environmental damage, a 
Convention was opened which called for a 


Prohibition of Military or Any Other Hostile 
Use of the Environment. 

After the Rio Summit on the earth’s 
environment, there exists a fast emerging 
concept in international law called 
Intergenerational Equity. It requires that 
the present generations must conduct 
themselves in a manner that will not 
endanger the interests of forthcoming or 
future generations. Posterity has the right 
to inherit planet earth in the same or perhaps 
in an improved condition as being enjoyed 
by the current generation. In this regard, 
clearly the use of nuclear weapons will put 
in jeopardy the rights of future generations, 
by bequeathing to them a planet in which 
pockets are uninhabitable on account of 
radiation, the possible extinction of many 
species of animal and plant life and even 
endangering the very existence of human 
life itself. Thus the emerging norms of 
international environmental law , require 
that the use of weapons with the potential 
to damage the environment be banned. 

8 An important highlight of the Gulf 
war was the use of conventional weapons 
that had the capacity to hit at important 
targets with a high degree of accuracy 
When for instance, a particular ammunition 
centre had to be targeted, it was destroyed 
with stunning precision. Apart from 
displaying the technological superiority of 
the US military, the use of these weapons 
demon-strated that for a war to be won, it 
is no longer necessary to employ weapons 
that result in large-scale destruction. Targets 
that are specific can be hit without collateral 
damage in which innocent persons are 
affected, which is one of the main reasons 
why ordinarily wars arc feared. In contrast 
to the second world war, during which 
indiscriminate bombing and attacks caused 
much of the destruction and suffering, the 
Gulf war considering the magnitude of the 
operation staged, considerably fewer 
civilians lost their lives. In fact military 
commanders of the allied forces suggested 
on television that due to the hi-tech nature 
of the attack that was taking place, the safest 
place for Iraqi civilians was in their homes. 
In the light of this experience it is necessary 
for even those who support the use of nuclear 
weapons for strategic reasons to review their 
stance. 

9 Though no international judicial foium 
has had the occasion to examine the legality 
of the use of nuclear weapons, a Japanese 
court has done so in the past. The Tokyo 
District Court in Shimoda v The State 
(Japanese Government), has held that the 
bombing of Hiroshima and Nagasaki during 
the second^ world war violated the 
internationally accepted laws of war. It ruled 
that no remedy was available to (he claimants, 
who were victims of the bombings because 
Japan had waived claims as pari of the 


surrender in 1945. But the Court found that 
the use of the weapons violated the general 
principles of international law due to the 
mass destruction that was inflicted upon the 
undefended towns of Hiroshima and 
Nagasaki. This decision marks an important 
legal contribution to the fight against 
nuclear weapons and it is necessary that 
the JCJ takes cognisance of this verdict, as 
it is endowed by its Statute to decide inter 
alia in accordance with the decisions of 
even municipal courts and has indeed done 
so in the past. 

The considerations outlined represent a 
formidable case for the complete outlawing 
of nuclear weapons. The fact that a few 
nations will continue to resort to nuclear 
weapons capability cannot be an argument 
against proceeding towards abolishing these 
weapons of vast destruction, especially 
since it can be demonstrated that these 
weapons are against the principles of 
international law. When The Hague 
Conventions sought to outlaw the use of 
poison gas, similar fears were expressed 
and indeed nations in actual practice did 
resort to the manufacture of the gas 
surreptitiously. However, it is also apparent 
that when nations did resort to the 
manufacture of such weapons they incurred 
the wrath of the international community, 
e g, the persistence of the international 
community to ensure that Iraq completely 
destroys its chemical weapon stockpile. 

Internationa] legal limits on the use of 
lorce, which are clearly against the use of 
weapons oF mass destruction cannot be 
regarded as clashing with the requirements 
ot state sovereignty or the principle of self- 
defence What is at stake is the tuture of the 
humankind. Advanced technology that 
targets the opponent directly also raises 
questions of the military efficacy of nuclear 
warfare. 

An ICJ opinion that the use of nuclear 
weapons is unlawful would have considerable 
impact in moulding political will towards 
hastening the process of disarmament. This 
is an important question m which the Court 
will enhance its reputation by making a 
declaration to the effect that international 
law docs prohibit the possession, threat and 
use of nuclear weapons. 

Note 

1 This was something that perplexed the late 
Nagendra Singh, a former president of the 
International Court Writing in Nuclear 
Weapons and International Law (1959) he 
called for the complete abolition of all nuclear 
weapons. Singh, who contributed much to 
the jurisprudence evolved by the World 
Court, did not have an opportunity in his 
more than a decade-long stint at the ICJ, to 
examine the question of nuclear weapons in 
a judicial capacity 
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ABNAMRO Bank N.V. 

INDIAN BRANCHES 

(Incorporated in the Netherlands with Limited Liability) 


BALANCE SHEET AS ON 31ST MARCH, 1996 




As on 

As on 

Schedule 

31.03.1996 

31.03.1995 



Rs. in 000’s 

Rs. m 000's 

CAPITAL AND 
LIABILITIES 




Capital 

V 

150,000 

} 50,000 

Reserves and Surplus 

2 

1,080.399 

810,252 

Deposits 

3 

5,815,361 

8,007,783 

Borrowings 

Other Liabilities and 

4 

7,739,786 

3,458,678 

Provisions 

5 

2,374,300 

361,450 

TOTAL 


17,159,846 

12,788,163 

ASSETS 




Cash and Balances with the 



Reserve Bank of India 
Balances with Banks and 

6 

1,480,193 

1,049,822 

Money at Call and 

Short Notice 

7 

2,529,313 

281,390 

Investments 

8 

2.607,324 

2,531,369 

Advances 

9 

9,397,089 

8,050,117 

Fixed Assets 

Other Assets 

10 

11 


■gggl 

TOTAL 


17,159,846 

12,788,163 

Contingent Liabilities 

12 

116,643,424 

54.988.679 

Bills for Collection 


5,422,884 

646,111 

Notes to Accounts 

17 




The schedules referred to herein form an integral part of the 
Balance Sheet. 

Signatures to Balance Sheet and Schedules I to 12 and 17. 
As per our report of even date. 

Pot and on behalf of 
KalyaniwaHa & Mistry 

Chartered Accountants 

Sd/* 

Viraf R. Mehta 
Partner 


Mumbai: June 26, 1996 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
31ST MARCH , 1996 


Year Ended Year Ended 
31.03.1996 31.03.1995 

Rs. in 000*s Rs. in 000’s 



1,629,706 1,264,900 

498,789 305,070 


2,128,495 1,569,970 


1,231,400 790,120 

330.206 261,081 

322,242 292,858 


1,883,848 1.344,059 


I. INCOME 

Interest earned 1 

Other income l 

TOTAL 

U. EXPENDITURE 

Interest expended 1: 

Operating expenses 1< 

Provisions and 
contingencies 

TOTAL 

III. PROFIT 

Net profit for the year 
Profit brought forward 
from last year 

TOTAL 

IV. APPROPRIATIONS 
Transfer to Statutory 

Reserves 

Transfer to l' r operty 
Investment Reserve 
Transfer to Head Office 
Balance carried forward 
to Balance Sheet 

TOTAL 

Notes to Accounts T 


The schedules referred to herein form an integral part of the 
Profit and Loss Account 

Signatures to Profit and Loss Account and Schedules 13 to 17. 
As per our report of even date. 


244,647 225,911 

509,184 328,455 


753,831 554,366 


48,930 45,182 

704,901 509,184 


753,831 554,366 



Sd/- 

Romesh Sobti 
General Manager — India 
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ABN'AMRO Bank N.V. 

INDIAN BRANCHES 

(Incorporated in the Netherlands with Limited Liability) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3 1ST MARCH . 1996 


As on As on 
31.03.1996 31.03.1995 
Rs. in 000*s Rs. in 000’s 




Schedule 1—Capital 

I. Amount of Deposit kept with 
the Reserve Bank of India 
under Section ll(2Xb) of 
the Banking Regulation 

Act, 1949 

II. Amount brought into India 
by way of start-up Capital 
for a new branch 

Schedule 2—Reserves 
and Surplus 

I. Statutory Reserves 
(Reserves u/s ll(2)(b)(ii) of 
the Banking Regulation 
Act, 1949) 

As per last Balance Sheet 
Additions during the year 

II. Capital Reserves 

As per last Balance Sheet 

III. Property Investment Reserve 
As per last Balance Sheet 

IV. Head Office Charges Reserve 
As per last Balance Sheet 
Additions during the year 


V. Balance of Profit 
Total 

Schedule 3—Deposits 

A I. Demand Deposits 

i) From Banks 

ii) From Others 

II. Savings Bank Deposits 

III. Term Deposits 

i) From Banks 

ii) From Others 

Total 


B i) Deposits of branches 
in India 

ii) Deposits df branches 
outside India 


181,700 



150,000 150,000 


158,499 

48,930 


207,429 


3,741 



158,499 


3,741 



56,079 

25,500 


81,579 


704,901 


1,080399 


29,779 

26300 


56,079 


509,184 


810352 


36,426 

1.159,350 

249,847 

324,884 

4,044,854 

5,815361 


5.815361 


144,990 

1,070,281 

311,174 

344,774 

6,136,564 


8,007,783 


8,007,783 


Schedule 4—Borrowings 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other institutions 
and agencies 

II. Borrowings outside India 


Secured borrowings included 
in I ft II above—Rs. Nil 

Schedule 5—Other 
Liabilities and Provisions 

I. Bills payable 

II. Inter-office adjustments (net) 

III. Interest accrued 

IV. Others (including provisions) 


Schedule 6—Cash and Balances 
with the Reserve Bank of India 

I. Cash in hand 
(including foreign 
currency notes) . 

II. Balances with the 
Reserve Bank of India 
In Current Accounts 


Schedule 7—Balances 
with Banks and Money 
at Call and Short Notice 

I. In India 

i) Balances with Banks: 
In Current Accounts 

ii) Money at Call and 
Short Notice: 

With Banks 


Outside India 

i) In Current Accounts 

ii) Money at Call and 
Short Notice 


As on 
31.03.1996 
Rs. in 000*s 

As on 
31.03.1995 
Rs. in 000's 

1,936400 

4,050420 

1,011,104 

741,862 

1,186,100 

539,770 

25,900 

1,706,908 

7,739.786 

3,458,678 

-—- 



,736 
812 
.750 
2,126,002 


2,374.300 


1.461,724 


1,480,193 


109,114 

13*0 

121,069 

130,057 


361,450 


1.029.048 


1,049.822 



5315361 8307.783 


— 

— 

7,120 

754 

1,977,745 

280,636 

KAA AAO 

_ 

2422,193 

280,636 

2329,313 

281390 
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ABN-AMRO Bank N.V. 

INDIAN BRANCHES 

(Incorporated in the Netherlands with Limited Liability) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31ST MARCH i 1996 


Schedule 8—Investments 
1. Investments in India 

0 Government Securities 
ii) Other Approved Securities 
tii) Shares 

iv) Debentures and Bonds 

v) Others 


Other Investments 
include: 

Commercial Paper 
Unit Trust of India 
Initial Capital (at cost) 
Unit Scheme 1964 
(Repurchase price 
Rs. 5,409; Previous 
year Rs. 6,139) 


Schedule 9—Advances 
A. i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 
tii) Term loans 


Less: Bills rediscounted 
Total 

B. i) Secured by Tangible 

Assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 

Less: Bills rediscounted 
Total 

C. I. Advances in India 

i) Priority Sector 

ii) Public Sector 

iii) Banks 

iv) Others 

Less: Bills rediscounted 
Total 


As on 
31.03.1996 
Rs. in 000’s 


2,413,392 

99,732 

50,000 

10,000 

34,200 


2,607,324 


29,525 

50 

4,625 


34,200 


As on 
31.03.1995 
Rs. m 000’s 


2,340,449 

76,759 

20,000 

50,000 

*44,161 


2,531,369 


4,625 


44,161 


2,342,848 2,748,922 


6,160,702 

895,227 


9,398,777 

1,688 


5,954,675 

77,600 


8,781,197 

731,080 


9,397,089 8.050,117 


6,175,970 4,423,784 


2,163,377 

1,059,430 


9,398,777 

1,688 


2,564,366 

1,793,047 


8,781,197 

731,080 


9,397,089 8,050,117 


3,862,706 

15,926 

56,597 

5,463.548 



3,377,821 

99,199 

305,734 

4,998,443 


8,781,197 

731,080 


9.397,089 8,050,117 


As on As on 
31.03.1996 31.03.1995 
Rs. in 000’s Rs. in 000’s 


Schedule 10—Fixed Assets 

I. Premises 

i) At cost as per last Balance 


Sheet 

82,104 

82.089 

ii) Additions during the year 

iii) Deductions during the 

113,187 

16 

year 

- 

- 

iv) Depreciation to date 

(18.596) 

(11,805) 


176,695 

70,300 

Other Fixed Assets 

i) At cost as per last Balance 



Sheet 

114.663 

96,732 

ii) Additions during the year 

iii) Deductions during the 

102,043 

19,122 

year 

(360) 

(1.191) 

iv) Depreciation to date 

(87,481) 

(62,018) 


128,665 

52,645 

Total 

305,360 

122,945 

idule 11—Other Assets 



Interest Accrued 

Advance Tax and Tax 
Deducted at Source 

265,422 

180,765 

(net of Provisions) 

0 

79,271 

Stationery and Stamps 

12 

5 

Others 

575,133 

492,479 

Total 

840,567 

752^20 


Schedule 12—Contingent 
Liabilities 

I. Claims against Bank not 
acknowledged as Debts* 

II. Liabilities for Partly Paid 
Investments 

III. Liability on Account of 
Outstanding Forward 
Exchange Contracts 

IV. Guarantees given on behalf 
of Constituents 

i) In India 

ii) Outside India 

V. Acceptances, Endorsements 
and Other Obligations 

VI. Other items for which Bank 
is contingently liable 


104,095,248 45.583,888 


3,864,420 

853,581 

7,513,027 

312,715 


2,205,036 

496,849 

5/142,016 

1,248,444 


116,643,424 54,988,679 


* This does not include a libel suit filed against the Bank by a 
customer. As the matter is sub-judice, the same has not been 
quantified. 
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ABN'AMRO Bank N.V. 

INDIAN BRANCHES 

(Incorporated in the Netherlands with Limited Liability) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED 3JST MARCH, 1996 



Schedule 13-~Interest Earned 

I. Interest/Discount on 
Advances/Bills 

II. Income on Investments 

III. Interest on balances with the 
Reserve Bank of India and 
other Inter-Bank Funds 

IV. Others 


Schedule 14—Other Income 

I. Commission, Exchange, 
Brokerage 

II. Profit/(Loss) on Sale of 
Investments (Net) 

III. Profit/(Loss) on Sale of 
Land, Buildings and Other 
Assets (Net) 

IV. Profit on Exchange 
Transactions 

V. Miscellaneous Income 


Schedule 15—Interest Expended 

I. Interest on Deposits 

II. Interest on Reserve Bank 
of India/Inter-Bank 
Borrowings 

III. Others 


Year Ended 
31.03.1996 
Rs. in 000's 

Year Ended 
31.03.1995 
Rs. in 000's 

1,208,690 

366,756 

817,595 

419,979 

37,658 

16,602 

25,472 

1,854 

1,629,706 

1,264,900 

129,640 

122.983 

10,993 

(24,270) 

20 

193 

348,365 

9,771 

199,166 

6,998 

498,789 

305,070 

431,940 

390,816 

566,986 

232,474 

263,928 

135,376 

1,231,400 

790,120 





Year Ended Year Ended 
31.03.1996 31.03.1995 

Rs. in 000’s Rs. in 000’s 


Schedule 16—Operating 
Expenses 

I. Payments to and Provision 
for Employees 

II. Rents, Taxes and Lighting 

III. Printing and Stationery 

IV. Advertisement and Publicity 

V. Depreciation on Bank’s 
Property 

VI. Directors' Fees, Allowances 
and Expenses 

VII. Auditors' Fees and Expenses 

VIII. Law Charges 

IX. Postage, Telegrams, 
Telephones 

X. Repairs and Maintenance 

XI. Insurance 

XII. Other Expenditure 

Xin. Head Office Charges 
Total 


95,744 

44,409 

7.640 

5.670 


90,997 

30,220 

5,582 

4,241 

20,284 


33,536 

29,265 

5,984 

48,270 

25,500 


330,206 


20,648 

23,577 

5,128 

30,120 

26,300 


261.081 


Schedule 17—Notes Forming Part of the Accounts for the Year Ended 31st March, 1996 


1. Principal Accounting Policies 

1.1. General 

The accompanying financial statements are prepared according to the historical cost convention and conform to the generally 

accepted accounting principles and to the practices prevailing within the banking industry in India. 

1.2. Transactions Involving Foreign Exchange 

a) Assets and liabilities in foreign currencies as well as outstanding forward exchange contracts are revalued at the appropriate 
year end rates as specified by the Foreign Exchange Dealers' Association of India and the resultant gains or losses are recognised 
in the Profit and Loss Account 

b) The balances held under the Foreign Currency Non Resident (A) deposit scheme are carried at the rates specified by the Reserve 
Bank of India from time to time. 

c) Income and Expenditure in foreign currency is translated at the exchange rates prevailing on the date of the transactions. 

d) Outstanding forward exchange contracts are disclosed as contingent liabilities at the contracted rates. 

1.3. Investments 

a) All investments are "current" investments and are valued at the lower of cost and market value, in aggregate, for each category 
as p er the guidelines issued by the Reserve Bank of India. 

c) Market value in case of Approved/Tnistee securities and*Fublic Sector Unit Bonds for vdddi^^uore^are not availatriefarc 
determined on "Yield to Maturity" method ip accordance with the yield patterns determined by the Reserve Bank of India Treasury 
Bills and Commercial Paper are valued at the carrying cost which includes discount accrued, pro rata, for the holding period. 
Debentures for which quotes are not available, are valued at carrying cost if interest is serviced regularly, otherwise by applying 
asset classification norms prescribed by the Reserve Bank of India. 
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RUSSIA 

The Sixteenth Messidor of Boris Yeltsin 

Dev Murarka 


Though Lebed*s rise has been spectacular, almost making Yeltsin 
appear as a nominal pteudent , it is important to keep ui view that this 
has taken place during a very specific and short period of 16-17 days , 
between two rounds of presidential elections when Yeltsin needed him 
badly Whether this rise will continue after Yeltsin*s impressive victory 
is far from certain 


I 

Dnven by ihe conuadictoiy demands or his 
situation Yeltsin like a conjurer has to 
keep the eyes ot the public fixed on himself 
as the Tsai ssubstitute by means of constant 
sui puses that is to say by pet lot ming a urn/? 
d < 3 iat in mimaluie eveiy day He theieby 
brings the whole bouigeois economy into 
confusion violates everything that seemed 
inviolable to the (evolution ol 1991, makes 
some tolciant ot the revolution and othcis 
desirous ot ievolution ci cates anaicliy itself 
in the name ot order and at the same ume 
ships the halo tiom the state machine 
piotunmg it and making it both disgusting 
and ridiculous 

Adapted with change in a name a title 
and a date tiom the concluding patagraph 
ol rhe Liqhtunth Butmant of Louts 
Bonapattc by Kail Maix 

AN avatar ot Kansa mistaken tor that of 
Lord Krishna Such is the scale ot the mistake 
made by the Russian electorate on July * 
when it re elected Boris Yeltsin as president 
with 5“* 70 pei cent votes and the surprisingly 
large margin ot 1 * 29 pet cent over Gennady 
Zyuganov the only other candidate who 
received 40 41 per cent The total votes cast 
were 67 25 per cent a little lower than in 
the fust round on June 16 The gicatest 
honour belongs to those 4 86 per cent ol 
voters who demonstrated their civic 
conscience and moral quality by voting 
against both the candidates 
An avalanche of powerful one-sided 
propaganda a sustained and icrnfying 
campaign inducing fear ot a communist 
victory, earned on all television channels ot 
the country and many other dark tricks 
besides, swept the voters oft their feet All 
the government machinery was mobilised to 
support the Yeltsin campaign as well It is 
also suspected that in some of the constituent 
republics discreet administrative measures 
weie taken in advance by the local chiefs 
to ensure voting in favour of Yeltsin this 
time after their majonties had voted for 
Zyuganov in the first round However, it is 
undoubtedly to the credit of the democratic 
process m Russia that by and large the election 


has been tree and there was no significant 
skullduggery dunng voting or in compilation 
ot election results at one time widely feared 
Shameful in itself is the victory ol Yeltsin 
Russia having once again opted for the 
Chechen killer completely ignoring his 
appalling record since it chose him tor the 
first tune in 1991 That this outcome was 
torescen as almost inevitable (See ‘Yeltsin s 
Last Hurrah l PW June 6 1996) does not 
make it any the less reprehensible 
Moreover toconsiderthiselcUionpioiess 
fully‘democratic is lather stretching it The 
television and radio weie totally contiolled 
by the Yeltsin supporters and provided 
practically no access to the opposition, except 
nominally Thepress was similarly controlled 
and journalists wck bought and bribed by 
the Yeltsin side to discredit and malign the 
opposition Perhaps president Bill Clinton 
who so ecstatically ru.hed to cclebiate the 
tuumph ot democracy in Russia, waxing 
eloquent even before the official results weie 
out, will think ot mutating the successful 
piacliccs of his Incnd Boris in the 
forthcoming Amei lean presidential elections 
The cheating ot the Russian voters went 
on till the last minute That they proved to 
be so gullible is anothet matter Despite all 
the signs that Yeltsin fkd suttcred a relapse 
ot cardiac problems that he did not appear 
to vote at his usual polling booth, somewhat 
reminiscent of the way a collapsing 
Konstantin Chernenkt at the time the general 
secretary ot the Soviet Communist Party 
was made to vott in public with a croaking 
voice, the voters were successfully sold the 
official propaganda that his health problems 
were minor along the usual Kremlin line that 
he had merely a sotc throat Also, Soviet 
fashion, the Russi m media did not highlight 
or discuss the health condition of Yeltsin 
Consequently, without realising it thev voted 
tor more or less a dying man He may even 
revive and continue tor some months 
However, very 1 ;w ot the voters appeared 
to take into consideration the sell-evident 
reality, that Yeltsin m the months before the 
first round \ as a walking marvel of Soviet 
medical science, with its long experience m 
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keeping going mortally tick tefttes kkc 
Leonid Brezhnev and Yuri Andropov 
However, even the legacy of the Soviei 
medicine is powetless to confer immortality 
That Zyuganov could not benefit even 
from the visible physical collapse ot Yeltsin 
a week or so before polling signifies a 
uushmg personal defeat for him ami is 
evidence ol the gteal distrust ot the 
C ominunist Party ot Russia among a mayor ity 
ol the population Zyuganov s own utterly 
boring and uninspiring personality combined 
with hi s c ontused and threatening ideological 
posture s harking bac k lo a dead and the least 
attr k live part of the communist past gre illy 
loninbutcd to his debacle 
However what was frightening was to 
witness the transiormation in the entouiage 
of Yeltsin within hours alter his victory To 
be more precise ltom the caily morning of 
July 4 Suddenly they adopted a posture of 
anogance and threat then language 
becoming aggressi\c in tone and substance 
coarser and contemptuous towards those 
who ditteied horn them It is an altogether 
different prime minister Viktor 
Chcinoinyidin a different Cieorgi Sataiov 
(one of the more unpleasant assistants ol 
Yeltsin) a different Lduaid Sagalacv 
(Yeltsin appointed head ol the Russian 
Television) and even a dilleunt Ycgoi 
Gaidai the inlantilc unsuccessful 
democratic panjandium They now gather 
in television studios to hold a witches 
sabbath They no longer simply t ilk They 
bite one s head oil from the television screen 
No spirit ol the much trumpeted about 
national reconciliation in evidenu heic O 
tempora’ O mores’ 

A fuller analysis of the election and its 
vonscqucncc* requites a little more time and 
will he attempted in an article to follow 
Meanwhile the spiralling phuiomeni of 
Gcneial Alexandr I ebed h is acquitcd still 
gieater significance and needs to be explored 
fuithei the more so because his 15 million 
voters significantly added to the margin of 
Yeltsin victory in the final round Pailiei if 
was assumed that most ot them would vole 
tor Zyuganov but following the glamorous 
and instant success of the genual at the top 
they seem to have changed then minds in 
favout of Yeltsin 1 

II 

A Flock of Gee&e and a Swan 

Cove me my lobe pul on iny uown I hate 
Immoital longings in me 

William Shakcsptait Anton\ and 
( U opatra 

Was it real or was it theatre 9 Given the 
great talent of the Russians particularly 
thcirrulers from Ivan Peter ( at burnt Stalin 
Ycltsin-Zhirinovsky down to the new 
Tsarevtch Alexandr to stigc spectacles to 
bemuse the masses there cannot but hi 
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iniigivings about the reel nature of the 
dramatic events which have convulsed the 
politics of the Kremlin since the presentation 
of the Tsarevich by Boris Yeltsin on the 
morning ol June 18, 1996. 

From that moment the political career of 
general Lebed (the Russian word for swan) 
at the top has taken off spectacularly. The 
scalp of the defence minister Pavel Grachev, 
who refused to work under his former 
subordinate and resigned, was the first one 
to be presented to him by Yeltsin even 
before presenting him to the nation. 

Lebed, however, is not one to rest on his 
laurels. At a press conference the same 
evening, he startled the country by claiming 
that a group of generals and advisors had 
gathered in the rest room next to the office 
of Grachev after his resignation with the 
intention of “putting pressure 1 ' on the 
president by “calling in the army 11 . He 
declared that he had taken care of the situation 
and thus nipped in the bud “GKChP 3". 
GKChP is Russian shorthand for a military 
coup, the first one being the August 1991 
coup attempt known as GKChP. Thus at his 
very first public appearance he triumphantly 
presented himself in the role of a terminator, 
a role he promises to continue. 1 n a television 
interview the same evening, he named a few 
of the generals and the press secretary of the 
defence minister, Elena Agapova, as being 
present at the gathering. The meaning was 
clear enough. A plot was being hatched for 
a coup. 

If so, the way the event was presented and 
dealt with appeared rather strange and 
lackadaisical. Even the hint of a coup attempt 
by a group of generals against their 
commander-in-chief, i e, the president of the 
country in this instance, ought to be counted 
a serious breach ot military discipline, even 
treason, in any normal political military set 
up, calling for a court martial. Yet, nothing 
of the son happened. Only the generals 
named by Lebed and a few more were sacked 
afew days later. There was no appropnatencss 
and constitutionality in the way the matter 
was dealt with, as if neither military 
regulations nor the constitution existed. 

Worse than that, Lebed has subsequently 
claimed that it was all a joke and nothing 
serious had happened. All this raises and has 
already raised a host of questions. When was 
Lebed telling the truth? When he implied 
that preconditions tor a coup were discussed 
in Grachev's office, or when he dismissed 
the whole thing as a joke? Just what kind 
of a joke was it from a pretender to the 
Kremlin throne? And if he can joke about 
such serious matters, at a time of a crucial 
election battle for the second, conclusive 
round of presidential election and the intense 
political struggle around it. what sort of a 
political leader would he really turn out 
lobe? 


U is difficult hot to conclude that it was 
just theatre by the present and future 
terminator, that there was no attempt to talk 
about or stage a coup or a protest of any kind, 
and that it was simply what Grachev 
supporters have maintained, a farewell 
gathering of friends of the sacked minister. 
Perhaps a few angry and bitter words were 
pronounced about Lebed and Yeltsin, natural 
in the circumstances, and nothing more. To 
make a mountain of a molehill to glorify a 
somewhat dubious, perhaps even imagined, 
personal achievement, and not to follow 
proper procedures does not by any means 
signify political wisdom, no matter how 
noisily it is lauded by the propaganda 
machines. It certainly does not indicate any 
serious inclination to strengthen the 
institutions ol a civil society. 

The breathlessly excited public had to 
wait only a few more hours for the next 
exploit of the Tsarevich-terminator. The farce 
was played out on the night of June 19 
through the morning of 20. At 3.30 a m on 
June 20, the so-called Independent Television 
Network (NTV) came out with a special 
news bulletin that a coup was in progress 
and two organisers of Yeltsin's election 
campaign, Arkadii Evstafiev (deputy to 
Anatoly Chubais) and Sergei Lisovskii, have 
been arrested. It was implied that the arrest 
was planned by those who wanted no 
presidential elections to take place in the 
first place, and who now wanted the second 
round to be cancelled. Shortly afterwards a 
special bulletin on theofficial first television 
channel also announced the arrests. 

At 4 a m general Lebed, in his capacity 
as the head of the president’s security council, 
was interviewed by television crews near his 
office and declared that attempts were being 
made to abort the second round of the election 
and that “any mutiny will be suppressed". 
When it was pointed out to him that the 
arrests were made by Alexander Korzhakov, 
head of the presidential security service and 
Barsukov, the chief of the Federal 
Intelligence Service (FSB), he declared 
almost contemptuously and defiantly, “so 
what?". And added for good measure that 
he had asked an explanation from both. 

Evstafiev and Lisovskii were, of course, 
released after the intervention by Lebed. 
Evstafiev in a television interview at 8 a m, 
stated that they had been arrested at 17 hours 
on June 19 and were interrogated for II 
hours. During this period they were told that 
they were arrested for the sake of Yeltsin’s 
election victory which they were 
compromising. At 10 am, Tass agency 
circulated the Korzhakov-Barsukov version 
that the detained duo were found taking 
away foreign currency out of the 'White 
House 1 , the headquarters of the Russian 
government. The amount involved was 
rumoured to be half a million dollars. 


- At 12amOmlmii,ifbnwcr 
minister in charge of privatisation who was 
sacked some months ago by Yeltsin because 
of his unpopularity but who nevertheless has 
run his election campaign* had an audience 
with Yeltsin. Later in the day Chubais 
declared that he had learnt of the arrest some 
three hours after it had happened and had 
informed prime minister Viktor 
Chernomyrdin within half an hour, who in 
his turn had informed Yeltsin and Lebed. 
He also alleged that the packet with money 
was planted by the FSB. Meanwhile, 
Barsukov’s assistants informed the press 
that there was no interrogation but a long 
friendly chat over “tea and coffee". 

In the course of the Chubais-Yeltsin 
meeting it became known that Korzhakov, 
Barusukov and Soskavets. a deputy prime 
minister, were being sacked. A little later the 
president himself announced it on television, 
claiming that these persons took upon 
themselves too much and gave too little (to 
society, to Yeltsin?). The drama was over. 
Later came the information that a number 
of generals were also being sacked. 

The dismissal of Korzhakov was a bitter 
sacrifice for Y eltsin and his family for whom 
Korzhakov was a close personal friend. This 
was con firmed on television by Naina Yeltsin 
in an interview on July 4. But the Korzhakov 
sacking may also be an optical illusion. His 
personal ties with Yeltsin are strong and he 
is on record declaring, “I will not leave the 
president's team". 

Once again, a disquieting pattern emerges. 
So far no one has really clarified whether 
there was money involved. Official have 
been dismissed arbitrarily with vague, general 
accusations against them with no concrete 
charges as yet. The public, while unable to 
grasp who or what was really behind these 
bizarre and surrealist goings on, nevertheless 
perceived the hand of Lebed behind them 
and acknowledged it as a sign of his newly 
acquired power over the president. In some 
measure it was welcomed as a relief from 
the influence of some of the most discredited 
and despised members of the presidential 
circle. 

That thesecloak and dagger cventschanged 
the image of Yeltsin favourably in the course 
of a few hours cannot be doubted. It was 
rightly perceived that Lebed could be a 
positive influence as well as an effective 
weapon for Yeltsin. In short, he was taken 
as an antidote for the long-standing 
frustrations with Yeltsin policies. 

What was the purpose ot the provocation 
staged with the arrest of the two rich and 
influential campaign workers of Yeltsin? 
Would the event have received such wide 
publicity if they were not connected with 
television, particularly Lisovskii, who heads 
the leading advertising agency which has a 
monopoly on the first television channel? 
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Lastly, was it a provocation aimed at 
postponing the election or was it a plot to 
have Lebed meshed m it in order to discredit 
him 9 No answers are forthcoming 
But Irom this point onwards there was no 
slopping the general He has become the 
most visible presence on television and in 
the press since with dozens ot interviews 
and the most outrageous as well as witty ad 
libs With his style ot talking stiaight from 
the heait bunting a sincere honest person 
he began to shoot his mouth off in all 
directions Powci seems to havt gone to his 
head somewhat and day by day his 
pronouncements bear witness to his thirst 
toi more and mote powei 
When asked after the dismissal of the 
Knr/httkov group whether he will now have 
grcatci influence his answet was 
c harac lenstic ally aphoristic Power is never 
given to anybody It is always taken Indeed 
even in the short penod since June 18 so 
m my aphorisms have been dclivued by him 
tli u it tan he compiled into a I cbed s Little 
Red Book licit die some inoie of his gems 
Apropos his handling ot the Mnlodovan 
NationalGuaid He who shoots fust laughs 
last On fuiuit ticatmcnt ol tiimmals I 
am in (worn ot haul but thought out 
solutions you need to hit twit c once on the 
head, the second time on the lid ol the 
coitin About Russia We are the most 
intelligent country in the world Seventy 
lour per tent of all inventions in the woild 
havtthut 01 ignis in Russia bvciyont comes 
to Russia to stt al I in against this Russia s 
wealth is toi Rus 11 And the amazing tlow 
from his lips continues 
I ebtd has staled several tunes that he gets 
on with Teltsin because they are both 
mu/hrt > or nntho men In othei words 
tough men puie in spmt This may be so 
Bui the y hav much moit m common I hey 
both like to shoot oil their mouths without 
thinkingotthe(onstqnentesahead Yeltsin » 
prtsidenli J dttuts thousands and 
thousands of them nt his substitutes for 
shootingoll Ins mouth Lebed has not reached 
that stage vet bui has done pretty well 
othei wist 

A tcllow muzhik ol tht prcsiderl he may 
he but he has shown no intimation to be 
an oidinary suboidinate In a special article 
contributed to i local Fnglish language 
newspapci atti i his appointment as st trtlary 
ot the Security Cmine ll of the president he 
pointedly put on record his distance from 
Yeltsin 

I hav e alwav stood and I shall always stand 
for Russia it s only Russia that I m 
personally dedicated to 
Iheietore it makes no sense to speculate 
about personal piefcrcru es I have repeated 
often enough that I m permanently allergic 
to foi mci mcmttci s ot the C cntral Committee 
of the Communist Party ot the Soviet Union 


and this applies to Zyuganov and Yeltsin, 
the two remaining candidates for the post 
of the president of Russia l have serious 
reasons to believe that neither of these two 
is an ideal leader for our country, which is 
so difficult to luk <Ihe Moscow Tribune 
June 22 1996) 

The trouble with all this charming 
fiankncss, super patriotism and so on is that 
their paiameters by nature are very narrow 
From a plethora ot contradictory statements 
and wisecracks made by Lebed it emerges 
that he has set two pi unary priorities to 
cslaMtsh himsclt is the present and future 
lcadei 

His first pnonty is fighting crime and 
corruption This ot course is a popular 
cause and has been usid even by Yeltsin as 
a slogan without significant results It is 
possible that with h ush methods Lebi d can 
achieve some limited success whu h mighi 
appear even sptctaculdi in the context ot 
failures in this spheic till now But a high 
prolile undeitaking in this field is risk) in 
the long run because the roots and causes 
of crime and coiruptiou he deep and arc not 
so easy to uproot 

His second me rc serious, pnonty appears 
to he national security It is undoubtedly a 
laudable ob)ecti\ i to det inc a proper c oncept 
ot national sccunty ind implement it Russia 
needs it badly and ihuc is nothing wiong 
m Lebed emphasising it It i<- also true that 
in the picsent state of chaos in Russia, with 
its undemocraticaMy democialic state 
Lebed s notion has the dazzling brightness 
ot water in the sunshine and greatly appeals 
to the Russian masses because it promises 
order After all is it not partly the nostalgia 
tor order wine h ac counts lor the continuing 
influence and follow ing ot the communists 7 
But national suimty is only one aspect 
of the workings ol a state not everything 
It is a profound mist ike to subjugate every 
aspect ot the state s htc and functions to the 
real or imagined needs of security To do 
so is tantamount to strangulation of the 
society There is the t x ample of the Stalinist 
system where sec untv became the bt all of 
the system There is the expenence ot the 
McCarthy period in America when in the 
shadow of the cold w \r and in the name of 
security witch hunting became \ way of life 
in politics 

AH the patnoti m ind sincenty ol the 
general notwithstanding his conception 
>mucks of just such nairow mindedness and 
chauvinism, of closed doors and minds It 
is consistent wi h it that he often makes 
remarks which arc isolationist racist 
ctrogradc and xenophobic in tone ana intent 
and cannot but have an adverse effee t on the 
future development of Russia He himself 
has said that he is only a “half-democrat 
and democracy oi democratic institutions 
are not sacro c anc 1 lot him It may prove that 


he ta not a hypocrite like Ytata tat it also 
unambiguously gives the signal that if 
Lebedisation oi the country really comes 
about it will be even less ol a free society 
than it is now 

Meanwhile, it seems that Lebed has failed 
to (icrceive as yet, perhaps blinded by easy 
political success so far, that his persistent 
dtm ind repeated almost every day, for more 
and moic formal powers including vice- 
presidency is beginning to create resistance 
within the higher levels of the establishment 
T he battle between the bull in the china shop 
and china and the lole ol tht chtnt shop 
mastei will be a fascinating one whatever 
the outcome 

While dunng the first few days Lebed has 
mostly relied on hts personal chansma to 
move lorward and up he will certainly need 
lilies in the political jungle of the Kremlin 
His old platform of KRO * the Congress of 
Russian Communities) does not carry much 
weight any more Neither c m he icly on the 
present entourage of Yeltsin or ol the prime 
ministet which basically view his arrival at 
the top with alarm and suspicion He has 
already threatened to investigate the oil and 
gas industry which cannot but disturb 
Chernomyidin who has leturned the 
compliment by setting himself igainst 
1 cbed’s demand lor a vice ptesident s post, 
arguing that a vice piesidcnt can only be 
elected with a president and that another 
election cannot be held Ot courst there is 
a more prosaic reason tor his opposition to 
the idea Uudci the present constitution it 
a president leaves his post during his term 
ot ollice for w natescr icason the prime 
minister takes ovci tor a period of three 
months after which a new election has to 
be held 

Both Chet nomyrdin and Lebed know what 
is at stake They know that it is not rational 
to assume that Yeltsin can slay m office the 
full term Therefore Chernomyrdin has to 
desire to be blocked in his bid for future 
presidency by a newly conjured up vice 
president Foi Lebed if the post of a vice 
president can be created foi him it would 
case his path to the lutuic presidency He 
ha made secret eithei of his ambition or ot 
his hope that he will not have to wait tor 
long When asked it he saw himstlt as 
president in 2000 AD he k plied possibly 
evtn earlier 

L ehed has already made powerful enemies 
in the Kremlin Therefore his first step in 
the direction ot new alliance making is of 
some interest and underlines his shrewdness 
He has demonstratively allied himself with 
the popular and powerful mayor of Moscow 
Yun Luzhkov re-elected on June 16 with 
more than 90 per cent votes cast m his 
favour On July 2 the > appe tied jointly on 
a Moscow television pro nan me It bed 
livishly praised I u/hlo\ hi-, politic md 
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acfticvcmems and both of (hem pledged to 
Ugh* crime m the city 
There is a story behind the flowering ol 
this friendship In December 1994 autumn 
armed thugs of Kor/hakov attacked the 
headquarters of the Most Bank owned by 
Vladimir fiLisinskii The pretext was that 
tluri were nregularities in the bank's 
handling ol foreign cutrency which 
thiealcncd state security This crude show 
of toice achieved a tai reaching political 
victory It weakened Luzhkov and broke up 
an alliance m the making then between 
Gusinskn Luzhkov andGngory Yavlinsky 
the leader ol the Yabloko party Luzhkov 
had to pledge Yeltsin that he had no 
picsidential ambitions Yavlinsky was 
deprived ol financing by the Most Bank 
which severely handicapped his parly 
i vcnlually ieducing it to a small ginup and 


Gusinskn moved on to (he Yeltsin camp, 
bringing his newspaper Scgodnva closer to 
u and more important still eventually turning 
the Independent Television (NTV) into its 
propaganda machine 

Since neither Lebed nor Luzhkov are 
particulaily close to Chernomyrdin their 
new alliance makes political sense loi both 
However Lebed will need a wider network 
ol alliances it he is to survive successfully 
at the lop 

Though Lebed s rise has been spectacular, 
and he seems to have swept everything helotc 
him m terms ol power, almost making Yeltsin 
appear as a nominal president it is important 
to keep in view that (his has taken place 
during a very specific and a shoit period ol 
16 17 days between two munds ol 
presidential elections when Yeltsin needed 
him badly Whether this use will continue 


unchecked after Yeltsin* s imprest ve victory 
is far from certain Political logic suggests 
that if not a conflict, at least tension between 
them will become inevitable pai Ocularly il 
Yeltsin denies him the wide-ranging authority 
over all spheres ol activity from agriculture 
to zoo parks which the Tsarcvich has been 
noisily and publicly demanding 
Only time can tell whether Lebed, 
muzhik or not, is really a swan or a goose 
dtessed up as a swan Politics has a way ol 
wearing gill oil persons claiming to be pure 
while 

Note Messidor is (he name ol a month according 
to the calendai adopted during the French 
revolution corresponding to lunc 19 to July IK 
Brumairc* corresponds to (Mobcr 22 to Nov 
ember 20 1 hi calendar was in force foi about 
H years 
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PERSPECTIVES 


Demographic Outcomes, Economic 
Development and Women’s Agency 

Jean Dreze 
Anne-Catherine Guio 
Mamta Murthi 

This paper examines the determinants oj fertility, child mortality and 
gender bias in child mortality m India using district-level data from the 
1981 Census The findings highlight the powerful effects of variables 
relating to women's agency (eg, female literacy and female labour force 
participation) on mortality and fertility Further, higher levels of female 
literacy and female labour force participation are associated with 
significantly lower levels of female disadvantage in child survival In 
contrast variable • relating to the general level of development and 
modernisation have relatively weak effects on demographic outcomes 


INDIA is a country o( striking demographic 
divci sity F ven broad comparisons between 
diftcienl states within the country bring out 
enormous variations in basic demographic 
indicators At one end of the scale Kciala 
has demographic teannes that lie more 
typical of a middL mt ouu country ih in of 
a pool developng tionoiny im hiding a 
life expectancy at birth of 72 ,iar in 
intant mortality ol only 17 per l OUU h\t 
births a total fertility iate be love (lie ic 
placement le\t 1(1 8 in 1991) and a female 
m lie r ltio well above unity (I 04 in 1991) 
At the other end the large noith Indian 
slates find then >elves m the same league 
as the least developed e ountnes of the woi Id 
in terms of the same indicators In Uttar 
Pradesh tot instance the mtanl mortality 
rate is six limes as high as in Kerala, the 
total feitility rate is as high as 5 I and the 
female male ratio (879 in 1991) is lower 
than that of any country m the world 1 

India is also a country of rapid demographic 
change As in many other developing 
countries mortality rates m (ndia haVe 
significantly declined in recent decades, e 
g the infant mortality rate has been reduced 
by about SO pci cent since 1961 The same 
period has seen a sustained decline in fertility 
particularly in the south Indian states (in 
Tamil Nadu foi instance, the total fertility 
rate declined from 3 5 to 2 2 during the 
1980s) There have also been significant 
changes in the relative survival chances of 
men and women 1 

Apart fiom being of much interest in 
themselves these inter-regional and inter¬ 
temporal variations provide useful 
opportunities to study the determinants of 
demographic outcomes in India This paper 
is an attempt to examine some of the relevant 
relationships based on a cross-section 
analysis of district-level data for 1981 A 
more detailed presentation and discussion 


of this analysis can be found in Guio (1994) 
and Murthi Guio and Dreze (1995) 1 

The reference year lor this analysis is 
1981 For that year a lair amount of district- 
level information is available from the 1981 
Census and related souices Table 1 a presents 
a list of the variables used along with their 
definitions The relevant information is 
available lor 296 districts all located m 14 
of India s 1^ largtst states (these 14 states 
had a total of *26 districts in 1981, and 
accounted for 94 per cent of the total 
population of India) The sample averages 
of the variables used in the analysis are 
presenfedin Table la while the state averages 
are in Table lb 

The regressions pi evented below may be 
interpreted as the iLduicdtorm of a system 
of simultaneous equ Uions which detci mines 
three endogenous vanables the total fertility 
rate (TFR) the level ol child mortality foi 
both sexes combined (Q5), and the extent 
of female disadvantage m child survival (FD) 
as measured by the proportionate difference 
between female and male child mortality (or 
more precisely by FD = IQS Q5J/Q5, 
where Q5 ( and Q^ h aie the levels of female 
and male child mortality respectively) The 
other vanables listed in Table la are the 
independent \au ible* 1 

The variable we have used to measure 
poverty* require* comment Poverty 
ir dicators at the district level are not available 
in India However Jain et al (1988) have 
computed 1972-73 poverty measures for the 
National Sample Survey Tegions , which 
are intermediate units between the state and 
the district The 296 distnets included in 
our analysis belong to 51 different regions 
and the poverty indicator used for each 
district is the ‘Sen index* of poverty for the 
region in which the district in question is 
situated Thi< procedure involves the 
implicit assumption that intiaregional 


variations in poverty are small This is not 
implausible, since the NSS regions are 
meant to be relatively homogeneous in terms 
of ugro-climatic and socio-economic 
features 5 

Two further remarks are due concerning 
the poverty variable First, the poverty 
estimates calculated by Jain et al (1988) 
relate to rural areas specifically For want 
of information on the level of poverty in rural 
and urban areas combined wc have used 
these estimates, and also included a separate 
independent variable indicating the levtl of 
urbanisation(Tablcla) Second thereference 
year tor this variable is 1972 7 * (lalhti than 
1981 as with the other variables) This is 
the only year, prior to 1981 lor which the 
iclevant estimates are available The use ol 
1972 73 as the referent c year lor the poverty 
variable seems legitimate since the 1981 
mortality estimates arc based on birth and 
death information pertaining to the tale 1970s 
and since poverty levels in different regions 
during that period must have been quite close 
to those observed in 1972 73 As a matter 
of fact the relative position ol different 
regions in terms of poverty levels does setm 
to be reasonably stable in the short run 
Replacing the Sen index fur 1972 7^ with 
the Sen index lor 1987 88 (ilso i\ aiiahlc loi 
NSS regions) h is little, cl tut on the u suits 
presented in this paper 

The regression iquitions were initially 
estimated by ordin u y Ic 1 st >qu ms However 
statistical tests indicate that the error terms 
arc spatially correlated i c the enor terms 
of adjacent distnets arc con elated Wc 
therefore present estimates based on a more 
general model in which the errors may be 
spatially correlated ' In this model the error 
terms are assumed to have the following 
structure 

u = I W u + e 

where m 4 is the error term for the itfc 
obscrsatioh, k is a scalar measure of the 
intensity of spatial correlation and W is a 
mailix of spatial weights with entry 1 in 
row i and column | if distnets i and j are 
adjacent and *0 otherwise Estimation is 
based on the piinciple of maximum 
likelihood Interestingly the choice of 
model (with oi without spatial correlation) 
does not affect the broad conclusions of the 
analysis 

We found no evidence ol non-hneanty in 
the relationships, except in the equation for 
female disadvantage Visual examination 
and non-parametnc methods suggested that 
the relationship between female disadvan¬ 
tage and the individual independent variables 
follows a logistic pattern We therefore used 
a logistic transformation of female dis¬ 
advantage (FD) as defined earlier as the 
dependent variable in that legrcssion 
eqjation 
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Basic Results Child Mortality and 
GFND tk Bias 

Fable 2 pi events the mam regression results 
Apart from indicating the signs ol different 
cod tic tents and whether they arc statistically 
signitleant at the S pci cent level, Table 2 
makes it possible to assess the quantitative 
etlccts ol dillcient variables on child 
mortality and lcrtihty (by combining the 
information given m T able 2 with the mean 
values presented in Table 1 a) As tai as c hi Id 
mortality is concerned the following 
observations deserve explicit mention 

(1) bemalt hteuie \ 1 emale literacy has 
a negative, latgc and statistically significant 
effect on child mortality Female liteiacy 
also has a negative (and statistically 
significant) cited on ID, the extent ol 
temale disadvantage in child survival 1 he 
last icsult contiasts with the position taken 
by several other researchers according to 
which higher lemalc liteiacy may be a tool 
ol intensified discrimination against temale 
children K 

It is worth noting that higher temale 1 nci acy 
reduces chi Id mortality and anti female bias 
in child survival independently ot male 
lituacy Male literacy also has a negative 
died on child moitility (independently ol 
female liteiacy) but the effect of male literacy 
is much smaller than that ot female literacy 
and is not statistically significant Male 
literacy has a significant effect on the extent 
ot gender bias in child suivival m the 
dncctionot cnhanc mg (emaledisadvantage 

(2) btnutlt laboui font pattn ipation 
Female laboui force paiticipalion has no 
statistic ally sigmtic ant effect on the absolute 
level ol child mentality 10 I his is plausible 
given the opposite effects of different link* 
between female laboui force paiticipation 
and child mentality lor tnstancc gicatcr 
involvement in remunerative employment 
gives women u i rater corn rolovei household 
lesouiccs md this may be expected to have 
.1 positive influence on child health On the 
othei side to the cxic nt that lemalc employ 
mem outsuk the home imposes a double 
burden on women md ieduces the time 
available lor child caie it may also have 
some negative cfleets on child survival 

llighci female hhour foice participation 
unambiguously i educes the extent of gendci 
bias in child auvival and this eflcct is 
st itisticallv significant There ire a nuvnhci 
ol possible ic isons toi this link including 
(hat higher lemalc laboui Unce participation 
(i) iaisc s the. status ol women m society and 
thctcMoic the value attached to young gills 
(n)iaisestheiclurnsto investment in git Is 
(m) lowcts dowiy levels and therefore 
reduces the costs ot bunging up daughters, 
U\) makes women less dependent on adult 
sons toi secuntv in old age and thcrcloie 
reduces boy pteference (v) raises the 
bat gaining powei of adult women and their 
ability to icsist male ptessute to disu i min ate 
in favour of boys M 


(3) Urbanisation* Urbanisation has a 
negative and statistically significant effect 
on child mortality The effect on male 
mortality is larger than the effect on female 
mortality, so that urbanisation is also 
associated with higher levels ot temale 
disadvantage in child survival, but this effect 
1 * not statistically significant 

(4; Medial feu times Medical laulities 
have, essentially the same effects as 
urbanisation they reduce child mortality 
and amplify the female disadvantage in child 
survival hut the last effect is not statistic a*ly 
significant 

(S) Povettx As expected, higher levels ol 
poverty are associated with higher levels of 
child mortality Less evidently theic is a 
negative and statistically significant 
association between poverty and FD i c 
higher levels of poverty go with lower levels 
of leinale disadvantage m child survival 
1 his is consistent with the observation made 
in a number ot studies that anti female 
disuimination may be paiticulailv strong 
among privileged classes 1 

(0) S< hedult d n the \ A higher proportion 
ot scheduled tubes inthe population reduces 
the extent of anti female bias in child survival 
and this etlccl is statistically significant It 
is interesting that this variable has a significant 
ef f ec t even aftci controlling lor female iahoui 
f oicc participation (which is generally higher 
among scheduled ti ibes than in the population 
as a whole) This suggests that tubal societies 
have other fcatuies that enhance the iclalive 
survival chances of temale children 
txamples ot pissibly relevant Icatutes are 
kinship systems and pioperty lights 


It is also worth noting ih*t the absolute 
level of child mortality seems to be relatively 
low in districts with a high proportion of 
scheduled tnbes, even after contiollmg toi j 
poverty and literacy This is consistent with 
the common notion that tribal lifestyles have 
some healthy aspects (e g, relatively low 
levels of crowding and pollution) But the 
precise basis of this statistical association 
requires furlhei investigation 

(7) St he 1 1tiled t aUes Theie is no significant 
association between the piopoition ol 
scheduled castes in the population and the 
extent ol female disadvantage m child 
survival Ihis is in line with the fact that 
female-male ratios among sc hedulcd castes 
which used to be higher than average arc 
now very similar to those of the population 
as a whole n In contrast with the 
corresponding finding foi scheduled lubes 
child mortality levels among scheduled castes 
appear to be comparatively high even alter 
controlling tor poverty and literacy (but this 
association is not statistic ally significant) 

(8) Regional dummies N Fven atlci 
controlling lor the other variables the 
southern region has considci ably lower levels 
ot child mortality This is paiOcularly the 
case forgirls so much so that female children 
have a survival advantage over bovs m that 
region (Table lh) In both respects (child 
mortality and gender bias) the conliast 
between the >outhein region and the rest ol 
the countiv is statistically significant 

I he paniculai demogiaphic fcatuies of 
south India including the relatively 
tavouiable survival chances ot female 
child)en have been much discussed in the 


Tabu li V \hi\iul Dhinii ions and Sampli Si mmarv Siaii ms 


Vji table 

Definition 

Mi in 

St ind ml 
Devi ktioii 

I PR 

lot d fertility rate 1981 

IJndei five mortality rale I9SI probability that 

SO 1 

0 9S 

ID 

a child will die before the fifth birthday (x I (XX)) 
f i mak disadvantage in child survivul 

1S6 9I 

42 84 


l%l defined as I D=(Q*i QS )/y<> (pci cent) 

s to 

10 74 

l uiult literacy 

C rudt h male litt racy rate 1981 (per cent) 

22 OS 

1)71 

M ik liteiacy 

F v in ilc labour 

Crudt male lilciatv ralt 1981 (per cent) 

Pioportion of main workers in the 

44 77 

12 20 

force partu ip ihon 
Urbanisation 

female population 1981 (pci cent) 

Proportion of the population living in 

14 S4 

1049 

Poverty 

uihin ivtas 1981 tpei eent) 

Sen index of rural poverty 1972 7* foi iht 

1981 

12 02 

Medic ll facilities 

npion in which the district is situated (x 100) 
Proportion of \illagcs with some medical 

I 7 b() 

8 SO 

Scheduled castes 

facilities (per cent) 

Proportion of scheduled caste persons in 

21 to 

20 SO 

Sihedukd tribes 

the imputation 1981 (per cent) 

Proportion of scheduled tribe persons in 

16 01 

6 9S 

South 

the population 1981 (per cent) 

Dummy variable with value 1 Tor 
districts m Andhra Pradesh Karnataka 

8 04 

n si 

Fast 

Kerala and 7 amil Nadu 

Dummy variable with value 1 for 

023 

0 42 

West 

distm in Bihar Onssa and West Bengal 

Dummy variable with value 1 tor 

0 16 

0 47 


distnets in Gujarat and Mahaiashtra 

0 14 

0 IS 


Souries Sit Drczc and Murthi (forthcoming) Most of the information is derived from 1981 Census 
dati Hie Stn index ot mral poverty is taken from lam el al 0988) 
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Iiteratuie The findings presented in Table 
2 suggest that the demographic contrast 
between south India and the i est ot the Lounti y 
.cannot be explained entirely in terms ot 
female literacy female labour force 
participation and other variables included 
tin the regression This is consistent with the 
view that differences m kinship systems, 
pioperty rights and related features of the 
economy and society not captured in this 
analysis (tot lack ot adequate statistical 
intoimahon) play an important lole in this 
north south contrast n 

Tabic 2 includes further results relating to 
the determinants of the total fertility late 
(IfR) Female literacy and female labour 
force participation have a negative and 
statistically significant effect on HR 
Fertility is also signilit antly lower in the 
southern legion and in districts with a high 
proportion of scheduled tubes None ot the 
other vaitahles is statistically significant 

DlS( l SNION 

The findings summansed in this note 
shaiply bung out the rolcot women s agency 
and empowerment in seducing mortality 
icrlilitY and gcndci inequality 

Considci tonnslancc the determinants of 
gentle t bias in child moilalily rates It is 
rathei sinking that while the variables 
dueclly relating to women s agency 
(specifically the lunalc literacy rate and 
female labour toice participation) have a 
stiong and statistically significant negative 
impact on FI) those ielating to the general 
level of economic development and 
modernisation m the society as a whole* (c 
g poverty uihanisation male literacy and 
medical lac ililics) do nothing to improve the 
relative survival chances ol girls us a us 
boys Intact to the extent that these vai tables 
do have a statistically significant influence 
on female disadvantage this influence turns 
out to go in the uiong direction in each 
cdse, i e higher levels ot male literacy and 
lower levels of poverty are both associated 
with a target female disadvantage Insofai 
as a positive connection does exist in India 


between the level of development and redu¬ 
ced gender bias in survival, it seems to work 
through variables that are directly related to 
women's agency such as female literacy and 
female labour force participation 16 
Similarly, while indie alot s ol development 
such as male literal y, reduc ed poverty, urbani 
sation and the spread of medical facilities 
do have positive effects on absolute levels 
of child survival these effects aie relatively 
small compared with the powerful effect of 
lemale literacy 1 his point is illustrated in 
Table 4 which indu lies how the predicted 
values of Q5 and FDu spond to changes m 
female liteiacy when the other vanablcs arc 
kept at their mean value (and similaily with 
male literacy and poverty) It can be seen 
that the influence ol lem ilo literacy on c luld 
mortality is quilc large in comparison with 
(hat ot male literacy oi poverty 
1 he same point alsoc merges in connection 
with the determinants of feilihty In fact in 
this case, none ol the vutables relatine to 
the general level ot dc vclopment and 
modernisation is statistically significant By 
contrast female lnciacy and female labour 
loitc participation ippc.ii to be crucial 
determinants of the total fertility utc As 
shnwnin Table 4 lot instance female liteiacy 
alone is a consider iblc lorce in reducing 
leilihty Hue ag tin tilt message %ecms to 
be that some variables relating to women s 
agency (m this case It male literacy) often 
piiv a much mote important role in 
demographic outcomes than vanablcs 
icldtmg to the gcnci tl lc\ el of development 

Notes 

|This papti is based on i more extensive analysis 
pu. suited in Ciuio (1994) and Murthi Ohio and 
Dtlzl(I995) We m. gritifulloSutish Agniliolu 
Sudhir Anand Peter Bonne Jean Mane Baland 
Monica Das Gupta Angus Deaton Tun Dyson 
Hans Gazdai Stull khcuum Sunil a Ktslinr P 
N Man Bhat Jcin Philippe Platteau Rohmi 
Somanathan and P V Snnivisan for helpful 
disuissionsandeonunents Huseollabotativework 
was Icimplctcd undu the Economic Seeunty 
Programme of tht Centre for Development 
Economies ] 


1 The figures cited in this paragraph are token 
hum Dreze and Sen (1995). statistical 
appendix and are based on census and sample 
registration system data A few countries of 
west Asia <e g Kuwait and the United Arab 
Emirates) actually have a lower female-male 
ratio than Ultai Pradesh but this is due to 
exceptionally high leve Is ol male in migration 

2 On (he latter sec e g Dvson (1988) 

1 F or related analyses based on Indian district 
data see Roscn/wcig and Schultz (1982) 
Gulati(1992) Kishort 199 s) Khununi(1994) 

4 We have also examined the cfleets of other 
independent variables eg relating to the 
struetun ol economic activity Bui l lie variables 

f Shi i 2 Maximi m t ikii muoi Esiimaiis 


Indcpuidc nt 

_ liependent Variable_ 

Van ible 

FD 

(2^ 

HR 

t onst ini 

0 857 

70S 822 

0 594 


(4 00)* 

(14 47)* 

(21 10)* 

Female 

0 0% 

0 874 

0041 

llk-IHLS 

( 4 4b)* 

( 2 W 

t 4 >b)+ 

Male literacy 

0 015 

0 489 

0 005 


(1 97)* 

( 1 «» 

( 0 70) 

Fern lie 




1 ihoui force 

0 020 

0 410 

0017 

p utiupation 

( 

(1 82) 

( 4 57)+ 

Urbanis it ion 

0 <X)5 

0 4io 

191 04 


<1 74) 

< 2 40)* 

( 0 IM 

Medie it 

0'K)5 

0 240 

-0 0(P 

facilities 

(1 S4) 

( 2 24)+ 

( 1 04) 

Poverty 

0 021 

0 5 45 

0(K)7 


( 4 H>* 

<1 70) 

(1 14) 

Scheduled 

(MX) 7 

0 548 

0 007 

casks 

< 1 H> 

(1 89) 

( 124) 

Scheduled 

0014 

O 598 

0011 

tribes 

t 4 90)* 

( 4 57)* 

( 140)' 

South 

0 w>{) 

41 504 

0 S4K 


( 4 91)+ 

( 4 Ks)* 

l2 60)* 

lusr 

0 144 

4 ft 080 

0 254 


(OSD 

t 2 91)* 

( 0 99) 

West 

0 148 

12 2 IS 

0 179 


( 0 87) 

( 1 42) 

( 2 00)" 

X 

0 ft 10 

0 8 mT 

0 827 


(11 <X))+ 

(28 (>;)► 

(25 95)* 

Me in 




squ ucd error 

0 4 l > 

15 IS 

0 <1 

Ad|uslcd R 

0 81 

0 8/ 

0 89 

Jx)g likelihood 

190 80 

mo 7o 

155 95 

Sample size 

290 

296 

296 


Naif < Asymptotic I r itios in biatkc Is 
+ Significant it ^ per cull Its cl 


Tabll lb STAn-livLi Avmvrsm im Rk.klssion Variabiis 



HR 

0 s 

FD 

Female 

Literacy 

Male 

I itcrau 

1 email 

L abour 

F orec l\irti 
upation 

Urbanisation 

Me die il 

I utilities 

Povi it y 

Scheduled 
C isle 

Si hedtiled 
Tube 

Andhra Pradesh 

4 45 

I48 6 

-6 2 

19 4 

48 1 

27 5 

2? X 

25 9 

158 

150 

64 

Bihar 

5 24 

141 1 

144 

144 

47 f 

8 6 

It 0 

18 I 

24 8 

14 9 

1 8 

Gujarat 

4 80 

126 1 

62 

40 9 

54 4 

10 7 

28 2 

28 2 

155 

7 4 

110 

Haryana 

5 40 

1 49 0 

175 

„l 5 

48 0 

4 5 

214 

58 2 

4 7 

189 

0 0 

Ktunataka 

4 68 

142 4 

44 

27 1 

48 0 

19 9 

24 S 

144 

14 5 

142 

5 1 

Keialu 

140 

81 2 

-10 5 

66 0 

7 C 4 

14 1 

179 

95 8 

20 9 

10 4 

0 9 

Madhya Pradesh 

5 57 

202 9 

44 

14 5 

48 5 

20 4 

19 0 

58 

19 4 

149 

21 I 

Maharashtra 

414 

1557 

-2 0 

41 8 

56 4 

26 2 

20 2 

184 

25 1 

7 4 

JO 1 

Orissa 

481 

175 7 

-42 

189 ' 

44 9 

118 

11 0 

10 8 

47 8 

142 

24 9 

Punjab 

426 

1106 

JO 6 

444 

47 4 

24 

26 7 

20 8 

48 

2( 7 

0 0 

Rajasthan 

6 0S 

174 6 

9 8 

10 5 

44 4 

9 0 

19 2 

167 

142 

16 7 

142 

Tamil Nadu 

4 92 

126 8 

-2 8 

45 7 

58 5 

22 7 

42 4 

42 6 

17 6 

1/6 

1 1 

Uttai Pradesh 

5 89 

1856 

154 

147 

502 

80 

!7 4 

118 

no 

20 8 

0 5 

West Beneal 

4 57 

125 0 

1 0 

28 2 

466 

7 1 

24 4 

152 

28 4 

22 9 

7 1 
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for which data were available, other than those 
included in Table la were found to have no 
significant effect on mortality fertility or 
gender bias nor does their inclusion affect the 
ba&K results presented in this appendix 

5 An alternative approach is to carr> out the 
entire analysis at the level ol regions lather 
than that ol districts 1 his approach has the 
advantage that it invokes an accurate poverty 
indicator tor each observation hut reducing 
the number ot obsuvjtions from 2% to SI 
ilso entails a major loss of infotmation As 
it turns out the main results obtained under 
this alternative approach arc similar to those 
obtained on the basis of district-level analysis 
In this appendix wc present the district level 
results the region-level results con be found 
in Murthi Guto and Dreze (1995) 

6 To our knowledge, 1972-75 and 1987 88 ore 
the only two years for which poverty indicators 
have been calculated for the NSS regions 

7 For further details of this approach see Anselm 
(1988) The method of estimation is fully 
described in Murthi Guio and Dreze (1995) 
For a similar application of this method see 
Kishor (1993) 

8 See eg, Das Gupta (1987) Amin (1990), Basu 
(1992) Gupta et dl (1993), for the opposite 
view see Caldwell et al (1989) and Bourne 
and Walker (1991) 

9 Interestingly the lost statement remains true 
even ii temale literacy is dropped from the 
i egression 

10 In an earlier analysis of 1981 district data 
Sumta K ishor (1993) found that female labour 
force participation has a positive and 
statistically significant effect on both female 
and male child mortality The contrast bet 
ween that result and our own may be due to 
the fact that in the analysis presented here 
the levels of poverty and female literacy are 
included as explanatory variables Indeed 
when examining the effects of female labour 
force participation on child mortality it is 
important to control for the economic and 
social disadvantages that motivate many 
women to seek employment For further 
discussion of ihest issues see Guio (1994) and 
Murthi Guio and Dreze (1995) 

11 Some of these hypotheses have been discussed 
by Miller (1981) Roscnzweig and Schultz 
(1982) Dreze and Sen (1989), Kishor (1993) 
among many others For reviews of these and 
other studies see Guio (1994) and Kishor 
(1994) 


12 For some relevant studies see Miller (1981, 
1993) Das Gupta (1987), Knshnaji (1987) 
Basu (1992) Dasgupta (1993) 

13 See Agmhotn (1994)and Dre/cand Sen (1995) 
chapter 7 

14 In (he regie&sions presented in Table 2 the 
control legion is northern India consisting 
ot Haryana Madhya Piadcsh Puniab 
Rajasth in and Uttar Pradesh 

15 Ou these different influences see the studies 
cited in Guio (1994) and Drc/c and Sen (1995) 
also Alaka B isu (1992), Sumta Kishor (1993) 
Satish Agmhotn (1994) and Bma Agarwal 
(1994) among other recent contributions The 
persistence of regional influences on relative 
survival chances even alter controlling for a 
wide range of distnet charaoMristics on which 
quantitative data are availaMt, has been noted 
earlier by Sumta Kishor (1993) 

16 In the light of these findings the decline of 
India s female-male ratio since 1901 (on which 
see Dreze and Sen 1995, and the literature 
cited there) may not be much of a mystery 
There has been much progress in *he 
intervening years in terms of general 
development but comparatively little 
expansion of women s agency There is little 
evidence for instance of a substantial increase 
in female labour force participation overtime 
and while female literacy has slowly increased 
the crude female literacy rate remained as low 
as 22 per cent in 1981 The fact that taken 
together these different developments have 
gone hand in hand with a decline in iht female 
male ratio is quite consistent with the *,ross 
section findings summarised in this paper 
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Tabi r 3 Ehn ns of Sri ected Independent Variabies (Female Literacy Mall Litfrac y and 
Roveriy) on Chiid Mortality (Q5) Female Disadvantage (FD) and Fertii ity (TFR) 


Assumed 
Level ot 
Independent 
Variable 
(Percentage) 


Predicted Values 
ol Q5 FD and 
TFR when the Female 
L itcracy Rate Takes the 
Value Indicated in the 
First Column 


Predicted Values 
of Q5 FD and 
TFR, when the Male 
Literacy Rate Takes the 
Value Indicated in the 
First Column_ 


Predicted Values of 
Q5, FD and TFR when the 
Proportion of the Population 
Below the Poverty Line 
Takes the Value Indicated 
in the First Column ® 



Q5 

TD 

TFR 

QS 

FD 

TFR 

Q5 

FD 

TFR 

10 

1664 

7 <~ 

5 38 

172 9 

-2 0 

5 18 

151 5 

9 8 

4 79 

20 

157 7 

59 

5 07 

168 0 

-0 1 

5 13 

152 7 

85 

4 85 

3(1 

149 0 

1 1 

4 76 

163 1 

1 8 

5 08 

1538 

7 1 

491 

40 

140 2 

I 34 

4 45 

1582 

39 

5 03 

(549 

58 

4 97 

50 

HI 5 

7 1 

4 |5 

1533 

59 

4 98 

1560 

44 

503 

60 

122 8 

10 1 

384 

148 4 

8 0 

4 93 

IT# 2 

31 

509 

70 

1140 

128 

3 53 

143 5 

101 

4 88 

158 3 

18 

5 15 

80 

105 * 

148 

3 22 

1387 

122 

4 83 

159 5 

05 

521 


Nou a For convenience of interpretation the Sen index has been replaced, in this table by the'head- 

count ratio (it tin. proportion of the population below the poverty line) The figures presented 
in these columns ait based on the same regressions as in Table 3, with the Sen index replaced by 
ilk head count ratio 
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REVIEWS 


Beyond Urban Bias? 

J Mohan Rao 

Democracy, Development and the Countryside: Urban-Rural Struggles in 
India by Ashutosh Varshney, Cambridge University Press, Cambridge, 1995, 
pp 214 


FOR two decades now u has been fashion- 
jhle to address crucial issues of political 
economy in the South in terms not ot class 
power or ot North South asymmetries but 
ol so called ‘urban bias This approach 
divides interests along the ruial-urban axis 
with the ruial population being represented 
at least implicitly by the peasant pioducer 
against whom are ranged industrial workers, 
urban capital ists and the mihtar> bui cauc t atic 
combine I he slate allegedly ngs the policy 
tramewoik taxes on agnculluial expoits 
pioteilion ol industrial import substitutes 
subsidised ucdil tor industry inhastructuie 
oriented to urban areas, etc to promote 
urban interests al the expense ol the rural 
One difficulty with the thesis is that this 
policy package can be viewed instead as 
critical to diversification and local devc 
lopmeni i e a bias lor the South, not a bias 
against agriculture A second difficulty is 
tnat it docs not diffeienliale the struttuial 
circumstances th tt have produced varying 
degrees ol success across the South whclhei 
in achieving agricultural advance or industrial 
competitiveness Irom a bmadly stmtlai 
policy package Thud in hypothesising a 
umlicd rural interest the thesis runs aloul 
ol ground realities - Irom landlord domina 
ted pan image networks in the villages ol 
south Asia to the rural oligarchies ol central 
and south Amcru a I or the same reason it 
misses the important contribution made by 
land relorins in east Asi« to acceleiahng 
accumulation via urban-biased lax and puce 
policies without however, leaving the rural 
masses behind 

Over the same two decades the oveitly 
visible influence ol a ‘rural lobby in India 
grew rapidly in the wake ol the New Agri 
cultural Strategy The hook under review is 
only the most recent ot a senes ol attempts 
to interpret this evolution The first three- 
quarters of the book (chapters 2 through 5) 
provide a descriptive account ot the relevant 
history the shill in agricultural strategy in 
the mid-1960s, the growing salience ot 
government interventions in input and 
output maikets, the mobilisation of the rural 
lobby and the specific bureaucratic party 
and non-party torums through which policy 
hanges were effected This material holds 
no surprises toi those lannliar with the 
tiajectory ol India’s political economy even 
the author s debatable interpretation sot some 


key developments have long since been 
formulated and debated It ts the last 
quarter ot the book (chapters 6 thiough 8) 
that focuses on the issues posed in the 
opening chapter The claims in these 
chapters are provocative enough to deserve 
sciutiny 

The first major claim is that the rise ol 
rural political influence in India constitutes 
a c leat exception in the history ot industrial 
transitions In tiled lire author uncntically 
accepts the general v ilidily ol the urban bias 
thesis Second the supposed Indian extep 
lion is attributed to the combination ol a 
peasant agriculture and a democratic polity 
which assured substantial influence loi the 
lural set tor’ Clearly the assumption ol an 
undivided rural interest or at least one shared 
by a large enough ruial majority, is necessary 
to this aiguinent The thud claim is that 
while political mobilisation has been wide 
spicad and from the putative rural standpoint 
worst case scenarios have been thwaited 
the extent ol ellcctiu* powci achieved has 
been I muted and the i one reteicsults garnered 
mixed al best I his lack ol correspondence 
between mial political mobilisation and the 
gams achieved is attributed to a disjunctuie 
between economic s and politics and a discord 
between inteiests and identities On the first 
count ruial powu could not conjure up 
technological bounties beyond what was on 
oiler under Ihc green revolution banner nor 
could it overwhelm the guatdians ol ihc 
exchequer to extend liscal bounties without 
bound On the sec on J which even a casual 
readei ol the book would find to be a strained 
after-thought, luial power is described as 
necessarily Iractuud by multiple identities 
based on caste ethnicity, region and religion 
even though it is h< Id to be singularly united 
by economic interest It is as iI these sources 
ol identity aic he tell of any economic cor 
iclates but clcul> they must be so if the 
fiction of a unified rural economic ink m 
is maintained 

Indeed this lie non is the root of error in 
each of the central cl urns ! he author makes 
a valiant attempt to sustain the fiction which 
derives ultimately Irom the urban bias 
lramework witmn which the book operates 
This may seem paradoxical lor the book 
actually seeks lo demonstrate 'rural bias in 
»tatc policy Bui this is only an alteration 
in the sign of policy bras (he rural/urban 


axis itscll tcmains intact as the luluum ot 
the political economy How appropriate is 
this fiamework? Fust, the book ignores the 
urban side of the political landscape so 
completely that Us subtitle might have been 
beltci tendered siate-ruial struggles’ The 
unity ol urban interests is taken to be 
axiomatic rather than requiring demon- 
stidlion Second state organs that resist the 
rural lobby are mechanically taken to be 
agents of in ban interests I hire! and most 
important, the author’s case foi a uni lied 
mr.il interest lacks substance 

Recognising that as much as 60 per cent 
ot the rural population is dependent on the 
maiket for (net) food puichases the author 
must explain how these landless and land- 
poor net purchases may have a positive 
interest in highei food prices Viewed 
dynamically the author answers pc werlul 
economic reasons can he identified lor 
(deficit farmers] demanding higher puces’ 
(p H7) These powerful ieaa>ns min out 
to hinge on the mere possibility that over 
an extended time period (which appears 
even now to be decades away) continuous 
technical improvement in yields will serve 
eventually to trunsloim even the marginal 
peasant into a surplus producer But (his 
simply misses the pointthat the lural m qoi ily 
here and now aie hurt by hightr food puces 
1 here is also the presumption hist argued 
by Michael Upton the architect ol the uthan 
bias thesi s though in a quite di I lerent context 
- that the poor peasant will sat i if ice uncertain 
long term gains il there is any chance that 
puisuing such gains thicatens his very 
survival mine transition Varshney concedes 
that there is little conirt tc evidence to show 
that significant numbus ol market depen 
dent peasants and the landless joined the 
mobilisation lor highei puces But the took 
also tails in its attempt to demonstratededuc 
tivclv that it was in then real economic 
interest to do so 

On the contraiy a good deal ol (he argu 
ment and evidence in the hook support pre¬ 
cisely the opposite conclusion Consider for 
example the option ol financing agricultural 
subsidies by means ot a use in consumer 
puces Ihc author admits that this willonly 
lead to lowei food intake India since the 
late 1970s has witnessed the anomaly of a 
lood surplus coexisting with widespread 
hunger (p4) But suiely a large proportion 
of this hunger is lural had food prices been 
allowed to fall in the face ol the surpluses 
the have-nots who are a majority in lural 
India would have benefited Between 1981 
and 1985, food stocks rose by 15 million 
tonnes liom an already high level ot 14 
million This represents halt the entire 
increase in lood output during the period 
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Had Mocks remained at their level in 1981. 
then, the pnee m 1985 would have been 
about 25 per cent lower than it actually was 
implying a substantial transfer from well 
to-do suiplus producers (all rural) mainly to 
poor consumers (overwhelmingly rural as 
well) The prevention of this outcome is no 
mean achievement of the lobby ot rural 
haves but it also reveals the basic schism in 
rural interests * The internal evidence thus 
makes nonsense of a supposed collective 
rural interest in higher lood prices On the 
other hand Vaishncy takes the alternative 
ot direct Fiscal subsidies to be also constrained 
by the state's tiscal capacity and the thicat 
to development (not urban development 
alone) that such subsidies eventually pose 
Hence “India's poverty and the demands of 
economic development are stemming the 
political rural tide" (p 4) In the face of these 
arguments thcauthor’scxplu it overall position 
- that there is a unified ruial interest and that 
slate policy is simply the net result of aggregated 
and democ i atically expressed urban vci sus rural 
pulls and pushes - is a palpable internal 
contradic tion This contradiction is inexplicable 
except as thcprodui tot the author s commitment 
to the urban buu framework 
Howevet, this c ommiimcni is by no means 
absolute except insofar as it helps keep out 
distasteful considerations ot class and class 
conflict In chaplci 7 the authoi asks how 
the state might (under rural politic al intlu 
erne ot corn sc) have managed agricultural 
interventions the better to sei ve rural interest 
Besides providing producer subsidies via 
output and input prices, the state could m 
crease production-related investments (sup¬ 
ply augmentation) or increase the incomes 
ot the fural pool (demand augmentation) 
But confronted with the observation that 
there was no iural ptessure on the state in 
these directions, hcallogcthei abandons any 
notion ot the rural long run intcicst despite 
having adumbrated at length the thesis of 
(long term) rutal unity* He simply asserts 
that political pressures are not pushing 
the slate in [the direction of supply 
augmentation in the long run) the faimers 
movement is not piimanly aimed at the 
long run benefit but at immediate gains’ 
(p 176) A little class analysis would have 
gone a long distance in obviating such flip 
flops concerning farmers time horizons 
The rural haves alone, at least in the advanced 
regions need have no interest in supplv 
augmentation given inelastic demand, they 
may well stand to lose trom supply augmen 
tation Moreover, then efforts to push up 
producer subsidies not only benefits them 
here and now but insofar as such subsidies 
serve to fiscally detract from public investment, 
in the future as well As tor augmenting demand 
the fiscally cheapest route would be to let 
market prices drop whic h too as already noted 
poses an intru niral conflict ot interest 


If a unified rural interest - whether in 
supply- or demand-side policies, m the short 
or the long run - is a myth, then the author’s 
attempt to link it via democracy to the political 
influence of rural power is obviously a non 
starter Instead the influence of large 
landowners on pneing policy must be seen 
to be ot a piece with their influence on 
various other policies These influences reveal 
not the effectiveness of democracy but its 
subversion l-ong before the rise of the 
headline-grabbing lobby oriented toward 
price polic y, the r ural haves had given a good 
account (though not public display) of their 
ability to defend their interests against those 
ot the rural have nots Both land rcloim and 
tenancy reform wci c scuttled by their money, 
muscle and access to government machinery 
- a combination that invariably lies behind 
so-called failuics of implementation by tiie 
state Similaily direct taxation of land 
remained out of reach for the Indian state 
not merely because ol local level lmplc 
mentation’ clittic ulties hut also because such 
policies would not even bL formulated (at 
the siatc level) Long belore the price 
agitations ol the 1980s, the rural sector had 
contributed barely 2 6 per cent of tht total 
tax revenues ol the (tu stl three plans tp 66) 
If the uiban sectoi paid in 97 4 per cent ol 
the costs ol i mining a lapidly expanding 
state then any assertion ol urban bias in 
price policy must fust confiont the rural 
bias ol liscal policy and ruial bias here 
can only mean protection ot the interests 
ol the rural haves these considerations 
also belie the glib claim common to all 
urban bias proponents that rural tnieiests 
are sacrif iced in the early stages of develop 
ment On the conttary, class analysis has 
shown that development itself has been 


frequently held back by unequal agrarian 
structures 

To gauge the extent of success of the iural 
mobilisation, the author employs a new index 
of rural well-being Vaishncy offers this 
index as a ’resolution’ of the controversies 
engendered by the familiar terms of trade 
debate in India As it happens, this measure 
of iural wcll-beingis hut a pi oxi mate estimate 
of land rents obtained aitei material and all 
laboui inputs have been deducted Since the 
aulhoi believes that all oi niral India has a 
unified economic interest on relevant instru- 
ments ol policy he cannot be faulted tor 
supposing that what is good lot the pure 
rentier is also good toi the poorest rural 
labourer The index is wi men as R = (P/C )> 
and is supposed to proxy lor the true returns 
R, = (P - t)Y (where P is output puce C 
is unit cost and Y is yield ptr ic ic) After 
noting that converting nominal retuins into 
real returns confronts a monumental (hf 
litully ot obtaining an appropriate price 
deflator Varshnc) claim'* that his formula 
tor R surmounts this dilticuliy (p 16 * 
lootnote *?) This claim is plainly dubious 
Depending on the rclativi movements of P 
C and the a| propnatc price deflator il is 
certainly possible th at the magnitude and 
even the sign ol changes in R dillci limn 
those ol R, I he cxuuscs based on R 
put porting to answer whet lit i rur tl India 
has lost out cannot then loic he taken at 
face value However there is certainly no 
dearth of evidence to show that the rural rich 
benefited and the rural poor lost out 
Unfortunately, Vaishnc) did not ask the 
questions foi which such evidence would 
have been pertinent 

In tiymg to explain why the political process 
has not delivered the goods sought by the 
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rural lobby (which lie matatains to be tee 
case), Varshney not merely confounds his 
analysis of the constituents of the rural 
economic interest itself but also posits 
conflicts between economic interests and 
non-economic identities. Since the author 
takes these identities to exist apart from or 
uncoirelated with class positions, it is far 
from evident that these constitute limits on 
the exercise of rural power. After all, peo¬ 
ple who have identical economic interests 
vis-a-vis other classes in society may unite 
to press their joint economic claims notwith¬ 
standing their separate non-economic identi¬ 
ties. At any rate, the author provides little 
argument and no evidence for the assertion 
that the identity constraint runs “deeper than 
the economic constraint" (p 5), the latter 
being the aforementioned technological and 
fiscal limits on producer subsidies. In fact, 
at this level of generality, there remain no 


THE book under review, which is the third 
one on colonial south India by Eugene 
Irschick, attempts a new generalisation about 
colonialism. His thesis in this book is rather 
straightforward. According to him, colonial 
institutions and discursive formations around 
them were not coercive impositions from 
above by the colonisers, but were products 
of hetcroglot and dialogic interactions 
between the colonisers and the colonised. 
As he puts it, “British and local interpreters 
participated equally in constructing new 
institutions with a new way of thinking to 
produce a new kind of knowledge". The 
book arrives at this generalisation through 
an analysis of the East India Company's 
experiments with land revenue settlement in 
the Chingleput region of Tamil Nadu during 
the 19th century. 

Irschick sets this generalisation in 
opposition to Edward Said's influential thesis 
on orientalism, and claims, “Writers like 
Edward Said have argued that the con¬ 
struction of meaning was a ‘willed activity' 
by White European colonisers of middle- 
cast and South Asia... The research presented 
[in the book]... questions this claim that 
knowledge is constructed by willed activity 
of a stronger over a weaker group. It suggests, 
instead, that changed significations are the 
heteroglot and dialogic production of all 
members of any historical situation, though 
not always in equal measure." 

What is of key importance in Irschick’s 
critique of Said is that it displaces the Saidian 
position on European domination with an 


fialsi&able hypotheses at ail licking political 
action and policy outcomes. Whatever may 
be the reality of identity-based conflict in 
India, it is not a reality that is either em¬ 
pirically captured in this book or logically 
shown to be relevant to its concerns. Since 
a unified rural interest is willy-nilly asserted, 
reasons for its political failures are under¬ 
standably sought in the non-economic realm. 
Given the author's own misgivings about 
that assertion, it would seem that the absence 
of aplainly unified rural interest is 'displaced* 
or to the reality of intra-rura! differentiation 
of allegedly non-economic identities, i e, the 
internal conflict of multiple class interests 
appears as an external conflict between a 
homogeneous interest and differentiated 
identities. Since that assertion is without 
foundation, the possibility of an alternative 
political economy adequate to explain actual 
political outcomes remains wide open. 


unvarnished apologia for colonialism. 
Irschick produces this apologia by deploying 
at least three kinds of analytical tricks. 

First of all, he rewrites the coercion of the 
colonial authority and the resistance to it by 
the colonised as a ‘dialogue’ or 'collaborative 
enterprise' among equals. The story of Col 
Lionel Place, as presented in the book, is 
a good instance of how Irschick erases the 
implications of dominance and power 
embedded in the colonial authority and 
represents the colonisers as mere dialogists. 
Col Place, who was singularly obsessed 
with the extraction of land revenue from 
Chingleput mirasdars, "...used corporeal 
punishment such as flogging on many 
occasions... [and] constantly sought to 
intimidate mirasdars by trying to force them 
to sign a document forfeiting the mirasi 
rights if they would not agree to his 
demand..." This is indeed a plain story of 
colonial coercion. But Irschick does not see 
any coercion in all this, but characterises it 
as "a kind of Rebclaisian laughter in the 
bazaar", which he defines as “new meaning 
not directed at anybody in particular and not 
intended to threaten anybody". Rebelaisian 
or otherwise, getting flogged is no laughing 
matter. In refusing to see even such acts as 
flogging as expressions of naked power 
exercised by colonial authorities, Irschick 
inflicts great violence on his own data as 
well as on common sense. But without 
such analytical violence, he could not 
disinvest colonialism of its palpable concrete 
violence. 


After representing colonialism as an 
unmediated dialogue among the coloniser 
and the colonised, Irschick, as a second 
move towards producing his apologia for 
colonialism, reduces the impact of colo¬ 
nialism merely to the creation of new know¬ 
ledge. Significantly, he delinks this know¬ 
ledge from power. One may illustrate this 
by the manner in which he analyses the 
military conflicts between the East India 
Company and Hyder All as well as his son 
Tipu Sultan. He names these contests for 
political and economic power as 'interaction'; 
and claims, "The interaction was important 
less for... military manoeuvres than for the 
cpistemic space that it offered to create 
knowledge about what was termed an 
'oriental* or 'Asiatic despot'." The fact that 
colonialism created new knowledge is by 
now too well known; and it is equally well 
known that this knowledge most often 
legitimised colonial rule. Irschick's project 
being one of showing colonialism as not 
predicated on relations of power, he elides 
all through the book the question of how 
colonial knowledge was intimately linked to 
colonial power. Instead, he presents the 
creation of such knowledge as if it was for 
its own sake and a pastime of the colonisers 
and the colonised. Foucault must be turning 
in his grave. 

Irschick’s third move in salvaging colo¬ 
nialism as free from authority and resistance 
was to deny separate identities to the 
colonisers and the colonised and to write all 
of them as faceless indistinct voices. In his 
words, "Despite the juridically dominant 
position of the British, who theoretically had 
a monopoly on the use of violence, these 
kinds of [colonial] knowledge were not 
imposed. Rather, categories emerged from 
interactive, heteroglot cultural formations 
that had no author. To put it in another way, 
these formations were so multi-authored that 
the ideas and interactions that went to make 
up these cultural productions made it 
impossible to locate any real provenance for 
them." Irschick performs the wonderful feat 
of denying identity and agency to one and 
all so that colonialism could be presented 
as a historical happening without anyone's 
interest being served. 

Worst of all, Irschick has written this 
apologia for colonialism by invoking the 
categories of Bakhtin such as 'dialogue' and 
'Rebelaisian laughter’. If Bakhtin celebra¬ 
ted the popular practices through these 
categories, it was to recuperate the resistance 
to different forms of authority embedded in 
such practices. Irschick appropriates the very 
same categories and invokes Bakhtin's 
authority for an extremely conservative 
agenda, that is, to defend colonialism. 

In short, Irschick’s book affirms once 
again that theoretical pretence is no substitute 
for sound scholarship. 


Tyranny of Theory 

MSS Pandian 

Dialogue and History: Constructing South India 1795*1995 by Eugene F Irschick; 
Oxford University Press, Delhi, 1994; pp 263, Rs 350. 
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BANQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 


INDIA BRANCH 


BALANCE SHEET AS ON MARCH 31, 1996 

In INR '000s 



As on 

As on 

Schedule 

31-03-96 

31-03-95 

CAPITAL AND 
LIABILITIES 




Capital 

1 

100,000 

70,000 

Reserves and Surplus 

2 

556,542 

383,507 

Deposits 

3 

7,337,809 

6,217,010 

Borrowings 

Other Liabilities and 

4 

5,563,653 

97.356 

Provisions 

5 

930,083 

590,728 

TOTAL 


14,388,087 

7,288,601 

ASSETS 




Cash and balances with 
Reserve Bank of India 
Balances with banks and 

6 

1,388,323 

706,255 

money at call and 
short notice 

7 

4,251,952 

77,115 

Investments 

8 

3,016,258 

2,222,185 

Advances 

9 

4,761,156 

3,453,403 

Fixed Assets 

10 

129,377 

135,477 

Other Assets 

11 

841.021 

694,166 

TOTAL 


14,388,027 

7,288,601 

Contingent Liabilities 

12 

42,514,946 

15,360,442 

Bills lor Collection 


405,705 

620,749 

Notes to the Accounts 

17 




PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31. 1996 


In I NR 000s 


Year Ended Year Ended 
Schedule 31-03-96 31-03-95 


I. INCOME 

Interest earned 13 

Other Income 14 

TOTAL 

II. EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Pi ovisions and 
contingencies 

TOTAL 

III. PROFIT 

Net profit for the year 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer to statutory 
reserves 

Remittance to Head Office 
Balance earned to 
Balance Sheet 

TOTAL 

Notes to the Accounts 17 


1,039,128 

252,805 

1,291,933 


871,314 

142,774 

104,810 

1,118,898 


173,035 

204.363 

377.*98 



922,112 

455,972 

95,160 

219,245 

770,377 


151,735 
110,998 

262,733 


34,607 

30,347 

- 

28,023 

342,791 

204,363 

377,398 

262,733 


The schedules referred to herein form 

an integral part of the The schedules referred herein form an integral part of the 

Balance Sheet 

Profit and Loss Account 


Signatures to Balance Sheet and Schedules 1 to 12 and 17 Signatures to Profit and Loss Account and Schedules 13 to 17 

As per our report of even date 



For and on behalf of 

RAJESH RAJEEV & ASSOCIATES 
Charteied Accountants 

Sd/- 

Sd/- 

Sd/- 

N DUTT-MAZUMDAR 
Chief Executive Officer (India) 

CHANDRASHEKHAR 

Partner 

Mumbai June 26, 1996 

R KARKAR1A 

Deputy General Manager 

Financial Control 
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BANQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIA BRANCH 


SCHEDULES FORMING PART OF BALANCE SHEET 


As on 
31-03-96 


In INR '000s 


As on 
31-03-95 


In INR ' 000s 


Schedule 1 - Capital 
Initial start-up capital 

A iiouni ot deposit kept with 
Reserve Bank ol India 
under Section 11(2) of the 
Banking Regulation Act, 1949 


Schedule 2 - Reserves and 
Surplus 

I Statutory Reserve 
Rdl incc as per last 
Balance Sheei 
Additions Junng the year 

TOTAL 

II Revaluation Reserve 
Balance as per last 
BalanceSheet 

TOTAL 

III Balance in Profit and 
Loss Account 

TOTAL 

Schedule 3 - Deposits 

I Demand Deposits 

i) From banks 

ii) From others 

II Sav mgs Bank Deposits 

III Term Deposits 
i) From banks 
it) From others 

TOTAL 

Deposits of Branches in India 
Deposits of Branches outside India 

Schedule 4 - Borrowings 

I Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

m) Other institutions and 
agencies 

II Borrowings outside India 

TOTAL 

Secured borrowings 
included above 


2,000 2,000 


98,000 68,000 

100,000 70,000 


82,827 

34,607 

117,434 


96,317 


96,317 

342,791 

556,542 


52,480 

30,347 


204,363 

383,507 


3,193 6,998 

615,501 480,143 

122,380 97,211 

56,381 56,636 

6,540,354 5,576,022 




6,217,010 


7,337,809 6,217,010 


240,000 

2,470,000 

2,852,100 

1,553 


5,563,653 


51,000 

46,324 


32 

97,356 



Schedule 5 - Other Liabilities 
and Provisions 

I Bills Payable 

II Head Office account 

III Inter-office adjustments (net) 
(overseas branches) 

IV Interest accrued 
IV Others (including 

provisions) 

TOTAL 

Schedule 6 - Cash and 
Balances with Reserve 
Bank of India 

I Cash on hand 
(including foreign currency 
notes) 

II Balances with Reserve 
Bank of India 

0 In Current Account 
u) In Other Account 

TOTAL 

Schedule 7 - Balances with 
Banks and Money at Call 
and Short Notice 

I In India 

i) Balance with Banks 

a) In Current Accounts 

b) In other deposit 
accounts 

n) Money at call and 
short notice 

a) With banks 

b) With other 
institutions 

TOTAL 

II Outside India 

0 In Current Accounts 
n) In other deposit accounts 
m) Money at call and 
short notice 

TOTAL 


As on 

As on 

31-03-96 

31-03-95 

102,011 

42,570 

76,590 

76.590 

3,392 

- 

381,144 

310,268 

366,746 

161,300 

930,083 

590,728 

1,463 

3,907 

1,386,860 

702,348 

1,388,323 

706,255 

15,025 

2,198 

15.025 

2,198 

4,236,927 

74,917 

4,236,927 

74,917 

4,251,952 

77,115 


Economic and Political Weekly July 6. 1996 


1747 


























1 

R4NQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIA BRANCH 

SCHEDULES FORMING PART OF BALANCE SHEET 

In INR ' 000s 

In INR •000s 


As on 

As on 



As on 

As on 


31-03-96 

31-03-95 



31-03-96 

31-03-95 

Schedule 8 - Investments 



II Other fixed assets (including 







Furniture & Fixtures) 



I Investments in India in 




Cost as on 31-03-1995 

46,895 

35,755 

t) Government Securities 




Additions dunng the year 

6,818 

11,848 

(including Treasury Bills) 

2,563,487 

1,402,052 


Deductions dunng the year 

896 

708 

n) Other approved securities 

- 

- 


Depreciation to date 

33,784 

27,569 

in) Shares 

360 

360 



- - 

— 

iv) Debentures and bonds 

452,411 

491,786 


Balance as at 31-03-1996 

19,033 

19,126 

v) Units 







vi) Others -(Commercial taper) 

- 



TOTAL 

129,377 

135,477 

TOTAL 

3,016,258 

2,222,185 

Schedule 11 - Other Assets 



Schedule 9 - Advances 




Inter-office adjustments (net) 







(overseas branches) 

- 

38,267 

A i) Bills purchased and 



11 Interest accrued 

240,045 

178,032 

discounted 

1,275,804 

252,108 

III Tax paid in advance/ 



ii) Cash credits, overdrafts 




tax deducted at source 

128,009 

_ 

and loans repayable 



IV Stationery and stamps 

120 

196 

on demand 

2,609,581 

3,021,170 


V Non-banking assets acquncd 



m) Term loans 

875.771 

180,125 


in satisfaction of claims 

_ 

_ 


— 

— 

VI Others 

472,847 

477.671 

TOTAL 

4,761,156 

3,453,403 



— 

— 





TOTAL 

841,021 

694,166 

B i) Secured by tangible assets 

3,969,137 

2,606,918 





u) Covered by bank/ 



Schedule 12- Contingent 



government guarantees 

112,108 

76,564 

Liabilities 



in) Unsecured 

679,911 

769,921 








1 

Claims against the company 



TOTAL 

4,761,156 

3,453,403 


not acknowledged as debts 

- 

6,700 




II Liability for partly paid 



C. Advances in India 




investments 

L 


i) Priority Sectors 

772,371 

350,121 

III Liability on account of 



u) Public Sectors 

- 

- 


outstanding forward 



m) Banks 

- 

- 


exchange contracts 

37,185,912 

9,239,846 

iv) Others 

3,988,785 

3,103,282 

IV Guarantees given on 




— 



behalf of constituents 



TOTAL 

4,761,156 

3,453,403 


a) In India 

863,477 

i 419,135 





b) Outside India 

2,494,666 

2,743,988 

Schedule 10 - Fixed Assets 



V Acceptances, endorsements 







and other obligations 

1,827,461 

2.366,477 

1 Premises 



VI Liability on account of 



Cost as on 31-03-1995 

144,150 

144,150 


Bills of Exchange 



Additions dunng the year 

- 

- 


rediscounted 

35,000 

. 520,000 

Deductions dunng the year 

- 

- 

VII] Other items for which the 



Depreciation to date 

33,806 

27.999 


bank is contingently liable 

108,430 

64,296 

Balance as at 31-03-1996 

110,344 

116,151 


TOTAL 

42,514,946 

15,360,442 
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BANQUE INDOSUEZ 



(Incorporated in France with Limited Liability) 





INDIA BRANCH 



SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT 

In JNR '000s 

in INR '000s 


Year Ended 

Year Ended 


Year Ended 

Year Ended 


31-03-96 

31-03-95 


31-03-96 

31-03-95 

Schedule 13 - Interest Earned 



Schedule 16 - Operating 

Expenses 



1 Interest/discount on 






advances/bills 

686,031 

416,292 

1. Payments to and provisions 



11 Income on investments 

262,347 

234,041 

for employees 

34,648 

27,120 

III Interest on balances with 



II. Rent, taxes and lighting 

10,870 

4,094 

Reserve Bank of India and 
other inter-bank funds 

22,557 

17,589 




III. Printing and stationery 

3,307 

2,448 

IV. Others 

68,193 

17,029 





—- 

— 

IV. Advertisement and 



rCITAL 

1,039,128 

684,951 




1 __ 


publicity 


— 

Schedule 14 - Other Income 



V. Depreciation on Bank's 



I. Commission, exchange and 

75,974 

69,673 

property 

12,790 

11,153 

brokerage 

II Profit/(Loss) on sale of 



VI. Directors' and local 



investments (Net) 

HI. Profit/(Loss) on sale of 

(46,193) 

25,574 

advisory board members' 
fees, allowances and 



land, buildings and other 



expenses 

7 

— 

assets (Net) 

334 

12 

VII. Auditors' fees and 



IV. Profit on exchange 
transactions (Net) 

140,693 

61,128 

expenses 

125 

100 

V. Income earned by way of 



VIII. Law charges 

_ 

» 

dividends 

81,997 

80,774 

IX. Postage, telegrams. 



TOTAL 

252,805 

237,161 

7,450 

4,953 

telephones etc. 




Schedule 15 - Interest Expended 

I. Interest on Deposits 

564,037 

381,057 

X. Repairs and maintenance 

2,311 

1,573 

1L Interest on Reserve Bank 



XI. Insurance 

10,121 

410 

oflndia/intcr-bank 

borrowings 

303.946 

69,899 

XII. Other expenditure 

' 

61,145 

43,309 

III. Others 

3,331 

. 5,015 




TOTAL 

871,314 

455.972 

TOTAL 

142,774 

95,160 
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BANQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 


INDIA BRANCH 


Schedule 17 - Notes forming part of the Accounts as at March 31,1996 

Summary of Significant Accounting Policies 

a) General 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory provisions 
and practices prevailing in the country 

b) Transactions involving foreign exchange 

i) Monetary assets and liabilities have been translated at the ‘Foreign Exchange Dealer s Association of India exchange rates prevailing 
at the close of the financial year except Foreign Currency Non Resident account balances which are earned at the rates specified 
by the Reserve Bank of India or at the spot rates of swap contracts as applicable 
u) Outstanding foreign exchange contracts and contingent liabilities on account of outstanding forward exchange contracts arc valued 
at the contracted rates and have not been revalued 

m) Income and expenditure items are translated at the exchange rates prevailing as on the date of the transaction 
iv) Profit or loss on outstanding forward contracts is accounted for on accrual basis 

c) Investments 

i) Investments in Government of India other approved securities and other investments arc valued at lower of cost acquisition 

or market value or yield to maturity at rates specified by RBI circular BP BC 43/21 04 048/96 dated 6 April 1996 

d) Advances 

0 Provisions for doubtful advances have been made to the satisfaction of the auditors 

(a) In respect of identified advances based on a periodic review of advances 

(b) In respect of general advances based on Management’s estimate of potential exposure and taking into account guidelines issued 
by the Government of India and the Reserve Bank of India 

u) Provisions in respect of doubtful advances have been deducted from advances to the extent necessary and the excess has been 
included under '‘Other Liabilities and Provisions 

in) Advances are shown net of bills rediscounted under the New Bill Market Scheme of Reserve Bank of India 

e) Fixed Assets 

i) Fixed assets are accounted at their historical cost except Premises which are revalued as at 31 March 1993 and are accounted 

for at the values determined by Government Approved Valuers The surplus on revaluation is credited to Revaluation Reserve 
u) Depreciation is provided for on the diminishing balance method at the rates specified in Schedule XIV to the Companies 
Act 1956 

In respect of additions during the year depreciation is provided with effect from the half year in which the addition is made 
in) Depreciation in respect of revalued assets is provided for on the revalued amount and charged to the Profit and Loss Account 

f) Revenue recognition 

Income is recognised on expiration of time basis except interest on non performing advances and guarantees/letters of credit commission 
which are recognised on realisation basis 

g) Staff Benefits 

Provision for gratuity is made on the basis of an actuarial valuation Provision for pension benefits is made on an accrual basis 
Separate funds for gratuity and pension have been created 

h) Net Profit 

The net profit disclosed in the Profit and Loss Account is after 

a) Provisions for taxes on income in accordance with statutory requirements 

b) Provisions foi doubtful advances 

c) Adjustments to the value of current investments 

d) Other usual or necessary provisions 
Capital Adequacy Ratio 

The Capital Adequacy Ratio of the Bank as at March 31 1996 as computed under guidelines of the Reserve Bank of India vide Circular 
No DBOD No BP BC 117/21 01 002/92 dated 22 04 92 and as amended subsequently is 8 38% 

I Swap 

Swap cost amounting to Rs 191 135 219 30 (Previous year 103 728 t 018 24) incurred on Foreign Currency (Non-Resident) (Banks) deposits 
has been shown under Interest on Deposits as per the FEDAI circular ref 845/Revaluatton/SPL 48/96 dated 08 05 96 
/ The Bonk has entered into an agreement for settlement of its dues by the owners/landlords of one of its erstwhile premises Under the 
agreement the bank has received back its deposit together with interest Moicover, the other co-tenants who had filed claim suits against 
the bank aggregating to 1NR 70 578 have in principle agreed to withdraw the suits on final clearance from the respective authorities 
for reconstruction of the building The management is of the opinion, that these suits will be shortly withdrawn 
Previous year s figures have been regrouped/rearranged wherever necessary 


As per our attached report of even date 

for RAJESH RAJEEV & ASSOCIATES 
Chartered Accountants 
Sd/ 

CHANDRASHEKHAR 

Partner 

Mumbai June 26,1996 


Signatures from Schedule No 1 to 17 


SdA 

R^K ARK ARIA 
Deputy General Manager 
Financial Control 


Sd/ 

N DUTT-MAZUMDAR 
Chief Executive Officer (India) 
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BANQUE INDOSUEZ 


(Incorporated in France with Limited Liability) 

INDIA BRANCH 

Auditors’ Report on the India Branch of Banque Indosuez 
under Section 30 of the Banking Regulation Act, 1949 

1. We have audited the attached Balance Sheet of the India branch of BANQUE INDOSUEZ (incorporated 
in France with limited liability) as on March 31, 1996 and also the annexed Profit and Loss Account 
for the year ended on that date. 

2 In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read together with 
the provisions of sub-section (1), (2) and (5) of Section 221 and sub-section (5) of Section 227 of the 
Companies Act, 1956, the Balance Sheet and Profit and Loss Account are not required to be and are 
not drawn up in accordance with Schedule VI to the Companies Act, 1956. The Accounts are therefore, 
drawn up to conform to Forms A and B of the Third Schedule of the Banking Regulation Act, 1949. 
Subject to the foregoing observations, we report that in accordance with sub-section (3) of Section 30 
of the Banking Regulation Act, 1949: 

a. We have obtained all the information and explanations which to the best of our knowledge and 
belief were necessary for the purpose of our audit and have found them to be satisfactory. 

b. The transactions of the Indian Branches which have come to our notice have been within the powers 
of the Indian branches of the Bank. 

c. In our opinion, proper books of account, as required by law, have been kept by the Indian branches 
of the Bank so far as appears from our examination of those books 

d. The Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement 
with the books of account. 

e. In our opinion, and to the best of our information and according to the explanations given to us 
the said accounts give the information required by the Companies Act, 1956 in the manner so required 
for banking companies and read together with the notes, give a true and fair view: 

(i) In the case of the Balance Sheet of the State of affairs of the India Branch of the Bank as 
at 31st March 1996 and 

(ii) In the case of the Profit and Loss Account, of the Profit for the year ended on that date. 


For RAJESH RAJEEV & ASSOCIATES 
Chartered Accountants 
Sd/- 

CHANDRASHEKHAR 

Mumbai: June 26, 1996 Partner 
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SPECIAL ARTICLES _ 

Food Security: PDS vs EGS 

A Tale of Two States 


S Mahendra Dev 

Examining the poverty and food security problem in Maharashtra and West Bengal , the article argues that the 
wider reach of the PDS makes it more effective than the EGS. Further , proper targeting and improved delivery system 
in rural areas will make the PDS more efficient. Nevertheless , not PDS alone , but a mix of policies involving effective 
implementation of anti-poverty programmes, controlling inflation . improving health facilities, will be needed to solve 
the food security problem in India. 


I 

Introduction 

IMPROVING lood security at the household 
level is an issue of great importance for a 
developing country like India where millions 
of poor sufler from persistent hunger and 
malnutrition and some others are at the risk 
of doing so in the future. There are various 
definitions of food secunty. In this paper, 
we consider poverty as the major determinant 
of chronic and to some extent transient food 
insecurity It is known that poor do not have 
adequate means to gain access to food in the 
quantities needed tor a healthy life 
There are several ways in which food 
secunty can be improved The strategies 
consists ot several policies India’s strategy 
in this regard consists ot economic growth, 
direct anti-poverty programmes which 
include wage employed and self employed 
targeted programmes, public distnbution 
system, nutrition based piogrammes, 
provision ot health facilities, etc The need 
ioi more efficient implementation of the 
poverty alleviation programmes is more 
urgent now because ot the likely adverse 
impact ot the new economic policies on the 
poor in the short run 
This paper examines the poverty and lood 
secunty ptoblem with emphasis on public 
distnbution system (PDS) and employment 
programmes (EGS for short) in two relatively 
large states ot India namely Maharashtra and 
West Bengal 1 These two states arc selected 
lor the following reasons ? Both these states 
have targe urban concentrations in the cities 
ot Bombay and Calcutta respectively ’ We 
examine the rural food security in these 
states as compared to urban areas. In rural 
Maharashtra, EGS has been in operation 
since 1972 while there has been no such 
piogramme in West Bengal 4 
Tlie present study examines the following 
toui aspects relating to poverty and food 
secunty in Maharashtra and West Bengal. 

(1) Poverty and Unemployment For t raming 
the policies on poverty and food security, 
a knowledge about the composition of the 


poor is important Therefore, first, we look 
at the charactenstics ot the poor Since the 
majonty of the poor have only labour as their 
asset, a look at the interconnections between 
povcri) and unemployment is also needed 
The interconnections between rural poverty 
and rural unemployment have been analysed 
by some researchers. Notable among them 
are Raj Krishna (1973), Lakdawala (1977), 
Dantwala (1979), Visana (1981), Sundaram 
and Tendulkar (1988). Raj Krishna was 
dmong the first to note that the set of the 
poor was much wider than that of the 
unemployed and argued tor different sets of 
policies for different types ol poor house¬ 
holds Dantwala provided several insights 
into the mechanisms linking poverty and 
unemployment Lakdawala's analysis 
showed that poverty and unemployment were 
not correlated On the other hand, Visana 
(1981) and Sundaram and Tendulkar (1988) 
showed that there was a significant positive 
relationship between person-day unemploy¬ 
ment rate and incidence ot poverty 

Here wc look at this relationship between 
poverty and unemployment tor Maharashtra 
and West Bengal This analysis is mainly 
based on the NSS 43rd round data (1987- 
88) on employment and unemployment 

(2) Access ot the Pool to PDS. Till 
recently, the public distnbution system has 
the character ot universal coverage No 
systematic attempt has been made to target 
the PDS to the poor However, it is useful 
to know the access ot the poor to PDS in 
order to frame policies on food security for 
the poor. Next, therefore, wc look at the 
coverage ot the poor under PDS and 
distnbutions ot PDS quantities across fractilc 
groups using 1986-87 household level data. 
This is done for (a) all groups, (b) social 
groups and (c) economic groups 

(3) PDSvsEGS There arc different views 
on the effectiveness ot PDS in reaching the 
poor According to one view, PDS is an 
effective strategy in reaching the poor. For 
example, Knshnan (1992) says, “Food 
subsidy can help to dampen the inflationary 
pressure, contribute to the alleviation of 


poverty and reduce inter-state disparities in 
food consumption All these arc desirable 
economic and social goals and therefore 
food subsidy should be treated as an essential 
item of social investment” (1992.2489) 
Vyas (1993) also feels, “a subsidised PDS 
for well targeted groups is the best form of 
food security that we have been able to find 
out” (1992:406). 

According to another view, PDS is not an 
effective strategy in reaching the poor 1 Based 
on his calculations on the value ot subsidy 
obtained from cereals distributed, Pankh 
(1994) concludes that PDS delivers a meagre 
support to the poor According to him, a 
targeting programme such as EGS would 
deliver much more benefit to (he poor than 
PDS does through cereals He advocates that 
food coupons should be given only to the 
workers under EGS type programmes in 
order to lift them above the poverty line 
Basu (1993) also says, “it is better to teach 
the poor directly increasing then incomes 
(for example, through employment pro¬ 
grammes) and leaving it to them to buy 
goods and services they need at market 
prices” (1993 2603) 

Wc try to assess here whether employment 
programmes like EGS ( the term 'EGS' 
refers to not only the EGS in Maharashtra 
but also for all public works programmes 
including JR V, NR Y, etc) can substitute the 
PDS in both rural and urban areas. We also 
examine whether giving PDS only to EGS 
employees is enough to lift many of the poor 
in both rural and urban areas 

(4) Targeting and Effective Functioning 
of the PDS: Finally, in this study, we discuss 
the issue of targeting and strategies needed 
for effective functioning ot PDS. We 
emphasise here that our analysis on com¬ 
position of the poor can be used for targeting 
purposes. Restructuring of PDS is needed 
tor effective implementation 

More specifically, this study tries to address 
the following questions mainly relating to 
Maharashtra (MAH) andWest Bengal (WB): 
I What is the composition of the poor in 
both rural and urban areas? 
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2 Do the poor softer more ffcwi chronic 
unemployment or under^mpioyxnent? 

3 How many poor are covered under the 
PDS7 

4 What proportion of the PDS quantity 
goes to the poor? 

5 Do the distribution of PDS quantities 
differ between rural and urban areas? 

6 Which is cost-effective programme 
between PDS and EGS (if they are 
comparable) in reaching the poor? 

7 Can we use employment programmes 
and PDS as complements rather 'than 
substitutes ? 

8 How to target PDS? What measures are 
needed for effective functioning of the 
PDS? 

The paper is structured as follows. 
Section 2 looks at the composition of the 
poor and relationship between poverty and 
employment/unemployment while section 3 
examines the access of PDS to the poor in 
both rural and urban areas. We analyse in 
Section 4. whether EGS is complementary 
or substitute for PDS. Section 5 deals with 
targeting and measures needed for effective 
functioning of PDS. Last section summarises 
the conclusions. 

II 

Poverty and Unemployment 

Poverty by Household Type and 
Composition of the Poor 

For any policy regarding poverty 
alleviation it is important to know about the 
composition of the poor. It is well known 
that poverty levels vary across different 
sections of population in both rural and 
urban areas. In order to bring into focus these 
variations in poverty levels, one can analyse 
the incidence of poverty by broad categories 
of households differentiated by reference 
to principal means of livelihood. The NSS 
43rd round survey on employment and 
unemployment distinguishes by reference to 
means of livelihood the following household 
types. Rural; agricultural labourers, self- 
employed in agricultural operations, other 
labourers arid other rural households; urban; 
self-employed, regular wage/salaried, casual 
labour, and others. The NSS published data 
givesatabletitled, ‘Per thousand distribution 
of Persons by Household Type for Each 
Household Monthly Per Capita Expenditure 
Class’ for both rural and urban areas. We 
estimated head count ratios of poverty from 
these data. 

Ideally one should use different poverty 
lines for different economic groups. Since 
such estimates arte not avai table, we used the 
poverty lines recommended by the expert 
group on poverty estimation [GOl 1993). 
According to this report, the poverty lines 
for rural and urban Maharashtra and for 


rural and urt*n Westfeflgal for 198748 
are: Rs 115.61,184.45,129.21 and 148.95 
respectively. It may be noted that West 
Bengal rural poverty line is higher than that 
of Maharashtra while Maharashtra urban 
poverty line is much higher than that of West 
Bengal. In other words, rural areas in West 
Bengal and urban areas in Maharashtra are 
expensive places to live in India. 6 

Table 1 provides the percentage of 
population below the poverty line within 
each household type, percentage share in all 
poor households, percentage share in all 
households. The poverty ratios show that as 
expected the proportion of the poor 
population in agricultural labour households 
is the highest in the rural areas of both the 
stales. In Maharashtra, agricultural labour 
households reported 57.3 per cent while in 
West Bengal, the same households reported 
a high poverty ratio of 71.2 percent. 7 In both 
these states, agricultural labour households 
nearly constitute 50 per cent of the poor in 
rural areas. In any policy on poverty 


altevitttan,the 

have to be the target group In rural areas. 
Also note that self-employed in agriculture 
also constitute 31 percent and 23.4 per cent 
of the total poor in Maharashtra and West 
Bengal respectively. 

In the urban areas, casual labourers 
reported the highest poverty ratios. In 
Maharashtra, around 82 per cent of the 
persons located in the casual labour 
households were below the poverty line. 
The corresponding number for West Bengal 
is 68 per cent. The casual labourers 
constitute about 24 per cent and 18per cent 
of the urban poor in Maharashtra and West 
Bengal respectively. This should be the 
first target group in any poverty alleviation 
programme. Next high poverty incidence 
is reported by the self-employed. Regular 
wage/salaried group reported the lowest 
and second low poverty incidence in West 
Bengal and Maharashtra respectively. 
However, these households constitute the 
largest group in Maharashtra and second 


Table 1. Composition of the Poor by Household Type, 1987-88: Maharashtra and West Bengal 


Type of 

Household 

Percentage of 
Population Below the 
Poverty Line 

Percentage in All 
Rural Poor 

Percentage in AH 
Rural Households 


Maharashtra 

WB 

Maharashtra 

WB 

Maharashtra 

WB 

Self-employed 
in agriculture 

33 6 

Rural Areas 

32.9 31.0 

23 4 

38.0 

34.3 

Self-employed in 
non-agriculture 

34.4 

43.5 

7.6 

15.3 

9.1 

17.0 

Agricultural labourers 

57.3 

71.2 

50.8 

48.6 

36.5 

33.0 

Other labourers 

37.8 

53 1 

6.9 

7.5 

75 

6.8 

Others 

17.6 

29.5 

3.7 

5.1 

8.8 

8.4 

Total 

41.2 

48.3 

100.0 

100.0 

100.0 

100.0 

Self-employed 

39.2 

Urban Areas 

39.1 30.2 

40.3 

30.0 

34.5 

Regular 

30.9 

24.3 

43.6 

37.5 

54.8 

52.0 

Casual 

82.6 

68.1 

23.5 

17.7 

11.1 

8.7 

Others 

27.8 

31 5 

2.8 

4.4 

3.9 

4.7 


Source : Estimated from the basic data in 43rd Round of NSS on employment and unemployment. 


Table 2. Composition of the Poor by Worker Types, 1987-88. Maharashtra and West Bengal 


Type of 

Household 

Head Count Ratio 

Percentage in All 
Person Days Located 
in Household Below 

_tfffPwwrLiw 

Maharashtra WB 

Percentage in 

All Rural 
Person Days 

Maharashtra WB 

Maharashtra 

WB 

Self-employed 

32.7 

Rural Areas 

36.5 44 7 

41.9 

53.6 

53.0 

Regular wage 

29.1 

28.6 

75 

6.6 

10 1 

10.6 

Casual labour in 
agriculture 

54.0 

67.0 

41.4 

42.0 

30.1 

28.9 

Casual labour in 
non-agriculture 

41.0 

58 9 

6.5 

9.5 

6 1 

7.5 

Total casual labourers 

51.8 

65.4 

47.9 

51.5 

36.2 

36.4 

Total workers 

39.3 

46 1 

100.0 

100.0 

100.0 

100.0 

Self-employed 

36.8 

Urban Arens 

34.2 33.4 

43.0 

32.0 

35,6 

Regular * 

25.5 

19.9 

40.1 

38.0 

55.4 

54.2 

Casual labour 

74.1 

53.0 

26.6 

19.0 

12.6 

10.2 

Total workers 

36.4 

28.4 

100.0 

100.0 

100.0 

100.0 


Source : Estimated from the basic data in 43rd Round of NSS on employment and unemployment. 
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WestBeiiid. Tbepovetty incidence 
v in tltfs group implies that employment per 
if cannot remove poverty. They have to 
be assisted in the form of price support or 
other income support to improve their food 
security. 

Poverty by Worker Types 

The above analysis relates to the persons 
located in household types. Here we deal 
with person days located in the households 
by worker types. The worker types considered 
in rural areas are: Self-employed, regular 
wage employed, casual labour in agriculture, 
casual labour in non-agriculture and others. 
In urban areas, the worker types are same 
as household types. The NSS data in the 
table relating to person days located in the 
households by monthly per capita 
expenditure groups are used for estimating 
the head count ratios of poverty in Table 2. 
The table also gives the percentage share of 
each worker types in (a) all poor located in 
^ these households and (b) all households. It 
shows that in rural areas, casual labour in 
agriculture recorded the highest incidence 
of poverty followed by casual labour in non¬ 
agriculture. Workers under public works are 
included in the latter category. The poverty 
ratio for casual labour in non-agriculture is 
much lower for Maharashtra as compiled 
to the West Bengal. This could be partly due 
to the impact of EGS in Maharashtra. Also 
notice that within each state casual labourers 
in non-agriculture report lower incidence of 
poverty than that of casual labourers in 
agriculture. However, in both the states, all 
the casual labourers have to be assisted in 
any food security programme. The poverty 
ratios for urban areas also show that as in 
household types, casual labourers report the 
highest incidence of poverty. In general, the 
conclusions relating to worker types are 
similar to those of household types. 

The estimates in both tables 1 and 2 reveal 
that the rural poverty particularly for 
agricultural labourers in West Bengal is one 
of the highest in the country as compared 
to Maharashtra and some of the other states. 
In Maharashtra, although rural poverty is 
higher than urban poverty, the latter seems 
tp be higher as compared to West Bengal 
and some other states. The composition of 
the poor given above would be useful for 
targeting food subsidies or any other poverty 
alleviation programme. 

Poverty and Unemployment 

Here we look at the interconnections 
between poverty and unemployment using 
the NSS data for the year 1987-88. Table 
3 shows that the person day unemployment 
rate for rural areas generally declines as we 
move to higher per capita total expenditure 
(PCTE) groups tor Maharashtra and West 
Bengal. The same pattern obtains for urban 


irt fafli f he states, Notice dutt the 
unemployment rates are much lower in 
Maharashtra as compared to West Bengal. 
The EGS has certainly reduced the 
unemployment rate in rural Maharashtra. 
The unemployment rate in urban Maharashtra 
is however higher thait rural Maharashtra. 
The unemployment problem (in terms of 
person days) seems to be severe in West 
Bengal as compared to Maharashtra in both 
rural and urban areas. This might be partly 
due to demographic pressures in West 
Bengal. 

Table 4 gives the usual status and person 
day unemployment rates for the house¬ 
holds above and below the poverty line. It 
shows that chronic unemployment is lower 
and under-employment (person day un¬ 
employment) is higher for the poor as 
compared to non-poor in both rural and 
urban areas of Maharashtra and West Bengal. 
In other words, there is positive relationship 
between poverty and under-employment but 
there is no such relationship between 
chronic unemployment and poverty. These 
results support the findings ofVisaria( 1983) 
and Sundaram and Tendulkar (1988). It may 
also be noted that the person day 
unemployment is higher for agricultural 
labour households in rural areas and casual 
workers in urban areas/ On the other hand, 
chronic unemployment is lower for these 
categories. In other words, poor are too poor 
to be unemployed for a long time. The policy 
implication is that reducing the under¬ 
employment will increase the purchasing 
power of certain sections of the poor and 
in turn it will increase the food security. 

Ill 

Access of the Poor to the PDS 

The public distribution system (PDS) in 
India has become an important component 

of the strategies for providing food security 

# 


of the PDS is to provide low cost basic 
foodstuffs to the poor and increasing their 
nutritional status. There are many studies on 
PDS using the data from Bulletin on Food 
Statistics for different yean and the NSS 
42nd round data relating to the year 1986- 
87/ The NSS published data do not give 
enough information to look at the access of 
poor to the PDS. In this section, therefore, 
we use household level information for the 
year 1986-87 to examine access of poor to 
the PDS in Maharashtra and West Bengal. 111 
It may be noted that the broad conclusions 
may not change significantly even if one 
takes the dftta for the post-1986-87 period. 

Urban Bias in PDS 

Before going to the access of the poor to 
PDS, we first look at the rural-urban 
differences for Maharashtra and West 
Bengal. Table 5 gives the ratio of rural to 
urban per capita PDS quantities. The table 
shows there i s urban bias in both Maharashtra 
and West Bengal. In Maharashtra, the bias 
was higher for rice as compared to wheat. 

Table 4: Incidence of Unemployment by Usual 
and Daily Status for thl Labour Force 
Located in Households Below and 
Above the Poverty Link: 1987-88 



Rural 


Urban 


Usual 

Daily 

Usual Daily 

Maharashtra 





Households below 





the poverty line 
Households above 

0.96 

3.68 

5.11 

11.28 

the poverty line 
West Bengal 

1.10 

2.84 

5.59 

7.68 

Households below 





. the poverty line 
Households above 

2.40 

6.96 

8.23 

15 07 

the poverty line 

2.90 

5.70 

8.75 

12.10 


Source: Same as Table I. 


Table 3. Incidence of Person Day Unemployment by Monthly Per Capita Expenditure Groups : 
Maharashtra and West Bengal, 1987-88 



Rural 


s 

Urban 


Household 



Household 



PCTE Group 
(Rs) 

Maharashtra 

West Bengal 

PCTE Group 
(Rs) 

Maharashtra 

West Bengal 

<65 

5.28 

9.35* 

<90 

12.59 

15.79 

65-80 

4.20 

10.60 

90-100 

8.05 

13.76 

80-95 

2.93 

8.14 

110-135 

11.40 * 

13.85 

95-110 

3.46 

6.67 

135-160 

10.20 

17.91 

110-125 

3.48 

4.42 

160-185 

12.50 

14.29 

125-140 

2.65 

4.97 

185-215 

9.49 

15.45 

140-160 

3.12 

5.3T 

215-255 

6.65 

12.28 

160-180 

3.20 

4.76 

255-310 

10.51 

13.43 

180-213 

2.70 

6.69 

310-385 

8.48 

8.73 

215-280 

2.07 

7.29 

385-520 

5.40 

9.84 

280-370 

3.28 

6.03 

520-700 

2.72 

5.66 

>370 

2.45 

6.25 

>700 

4.94 

6.90 

All 

3.17 

6.23 

All 

8.64 

12.88 


Source: Same as Table I. 
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In West Bengal, tbereis severe urban bias 
in PDS as compared to Maharashtra Within 
West Bengal, the bias is severe in the case 
ofnee The rural per capita for nee was only 
around 4 per cent of the urban per capita 
Even if we take the PDS quantities per 
market dependent persons, the severe urban 
bias persists in the case of West Bengal 
For rice it makes little difference However, 
the results are different for Maharashtra 
wheat and cereals There may be several 
reasons for the severe urban bias in West 
Bengal These will be discussed later in the 
paper 

Coverage of the Poor Under PDS Errors 
of Targeting 

Comia and Stewart (1993) divide the errors 
of ‘target* government expenditures on poor 
people into two *E* mistakes in which 
benefits are provided to the non-poor as well 
as the poor, and ‘F* mistakes in which some 
ot the poor fall outside the scope of the 
programme In employment programmes 
which are generally self targeted, the ‘E* 
mistakes would be lower than T’ mistakes 
In the untargeted programme like PDS, the 
*E’ mistakes ( coverage ot non-poor) are 
expected to be larger than in targeted 
programmes lha (1992) estimated the 
following two target ratios for PDS at the 
all India level 

(1) Target Ratio TR1 =(N"7 N R )* 100 with 

0<TR1 < 100 

where N** = Number of poor people using 
the PDS, 

N* = Total Number of People using 
the PDS 

If all the PDS using people are poor this 
ratio would be 100 But, this is an ideal 
situation Generally the ratio would lie 
between 0 and 100 and indicates the extent 
of leakage of PDS going to the non-poor 
It thus covers the *E’ mistakes 

(2) Target Ratio TR2 = (N^/IST) * 100 with 

0 < TR2 < 100 

where N* = Total Number of Poor 
This ratio gives the size ot the poor who 
are left out of the PDS In other words, it 
covers the ‘F* mistakes 
We estimated these two target ratios for 
different PDS commodities for all groups in 
Maharashtra and West Bengal Since 
Scheduled Tnbes(STs) and Scheduled Castes 
have social and economic disadvantages m 
the society, we wanted to know the coverage 
of these population under PDS This is done 
only for nee Basically, the two target ratios 
provide some clues to the following two 
questions respectively (a) How many of the 
PDS purchasers are poor 7 and (b) How many 
of the total poor are covered under the PDS 7 
Table 6 provides our estimates on TR1 for 
the two states The following points emerge 
from the table 


1 The TR1 ratios vary from 35.7 for wheat 
in urban West Bengal to 79.3 for nee of 
urban scheduled castes m West Bengal 
In other words, the leakages for the non¬ 
poor vary from 20 per cent to 65 per cent 
Outofthe28TRl ratios, 19 ratios showed 
above 50 per cent coverage of the poor 
among the PDS users Thus in majonty 
of cases, the leakage vanes from 20 per 
cent to 50 per cent 

2 Between rural-urban areas, the ‘E’ 
mistakes seem to be lower for Maharashtra 
rural (except for wheat) as compared to 
urban Maharashtra The results for West 
Bengal are mixed Amongthegoods, sugar 
and kerosene showed less leakages to 
non-poor in rural areas as compared to 
urban areas in both the states In the case 
of SCs and STs, Maharashtra rural and 
West Bengal urban showed lower leakages 
compared to Maharashtra urban and West 
Bengal rural respectively 

3 Across commodities, nee showed higher 
TRI ratios (lower leakages) as compared 
to other goods except in the case of West 
Bengal rural In our sample, as a targeting 
good nee seer.is to be better than other 
goods 

4 Companson between Maharashtra and 
West Bengal show that the ‘E* mistakes 
are lower for Maharashtra rural for all 
commodities than for West Bengal rural 
For ueban areas rice for all groups, SCs 
and STs and, cereals showed lower 
leakages to non-poor in West Bengal as 
compared to Maharashtra 

The above conclusions relate to the 
proportion ot the poor among the PDS using 
population This is not enough because many 
poor may have been left out of the scheme 
for vanous reasons TR2 gives an idea about 
the size of the poor that is left out of the 
PDS network Target ratios TR2 are given 
tnTable7 The following conclusions emerge 
from the table 

1 The TR2 ratio vanes from 15 3 for wheat 
in rural West Bengal to 88 9 for kerosene 
in rural West Bengal In other words, *F* 
mistakes vary from more than 80 per cent 
to less than 15 per cent Out of the 28 
ratios, 14 ratios show less than 50 per cent 
coverage of the poor In other words, 
more than 50 per cent of the poor are not 
covered by the PDS 

2 Between rural-urban areas, in the case of 
nee, wheat and cereals for all groups. 
Maharashtra rural showed better coverage 
than Maharashtra urban In other cases 
(sugar, kerosene, nee for STs and SCs) 
Maharashtra urban scores over rural areas, 
For West Bengal, however, the proportion 
of the poor people left out of the scheme 
is high for rural areas ( for nee, wheat 
and cereals) as congrared to urban areas 
Thus, there seems to be urban bias in the 
coverage of poor for all (except kerosene) 


TAUj5 r TMslUTMorltuaALtDtllttANFiR 
Capita and Ptea Mamcst DmNdsnt PDS 
QuANimas Maharashtra and 
WbstB&hoal. 1986-87 



Per Capita 

Per Market 

Rice 

Maharashtra 

0 596 

0750 

West Bengal 

0 036 

0050 

Wheat 

Maharashtra 

0 839 

1214 

West Bengal 

0 281 

0481 

Cereals 

Maharashtra 

0 758 

1085 

West Bengal 

0285 

0 574 

Soune Sarvekshana April June, 1990 

Table fy Targeting Ratio TR1 

Percentage 

of PD&Using Poor Among the PDS Using 

% 

Population 


. ' 

Maharashtra 

West Bengal 

R*e 

Rural 

56 9 

513 

Urban 

52 4 

645 

Wheat 

Rural 

53 9 

39 8 

Urban 

61 3 

35 7 

Cereals 

Rural 

55 6 

43 7 

Urban 

53 4 

57 0 

Sugar 


- 

Rural 

53 1 

460 

Urban 

46 2 

37 2 

Kerosene 

Rural 

55 6 

504 

Urban 

36 7 

363 

Rice (STs) 

Rural 

65 9 

45 1 

Urban 

52 8 

73 6 

Rice (SCs) 

Rural 

68 1 

643 

Urban 

603 

79 3 


Sourt e NSS 42nd round household level data 


Tabu 7 Target Ratio 2 (TR2) Percentage of 
PDS-Using Poor in Total Poor 



Maharashtra 

West Bengal 

Rue 

Rural 

51 0 

19 1 

Urban 

42 6 

56 5 

Wheat 

Rural 

39 3 

15 3 

Urban 

37 4 

49 4 

Cereals 

Rural 

605 

23 4 

Urban 

47 9 

36 3 

Sugar 


» 

Rural 

74 3 

78 8 

Urban 

75 5 

81 8 

Kerosene 

Rural 

309 

88 9 

UHiaa 

39 4 

63 4 

Wee(STs) 

Rural 

34 8 

. 25 1 

Urban 

58 6 

32 8 

Rice (SO) 

Rural 

42 5 

242 

Urban 

446 

45 1 


Source Same as Table 6 
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cases in West Bengal For STs and SGs 
also, urban areas cover the poor much 
better than rural areas 

3 Among the commodities, the coverage of 
poor in the case of sugar for both 
Maharashtra and West Bengal and 
kerosene tor West Bengal seems to be 
much better than other commodities 

4 Comparison of Maharashtra and West 
Bengal shows that the ‘F mistakes are 
high for West Bengal rural areas as 
compared to Maharashtra rural In the 
cases of nee, wheat and cereals, more 
than 7 5 per cent of the poor are not covered 
under the PDS network m West Bengal 
rural areas In the case of sugar and 
kerosene, however, PDS covers 80 to 90 
per cent of the poor in West Bengal 
rural areas In fact the coverage of 
kerosene in West Bengal rural is more 
than twice to that of Maharashtra rural 
Regarding urban areas. West Bengal 
seems to have covered higher proportion 
of the poor for rice, wheat, sugar and 
kerosene as compared to Maharashtra 
urban 

The target ratio 2 presented in Table 7 
are supposed to capture ‘F* mistakes It is, 
however, true that some of the poor may 
not be market purchasers and also may not 
want to depend on PDS for different reasons 
presented in Table 8 For example, some 
persons in rural areas may not depend on 
the market because they grow food on their 
own farms In such cases, our ‘F* mistakes 
for PDS are overestimated 

TARGFTING EFFliCnVtNESS of PDS IN 
Tfrms of Quantities 

So far we have examined target ratios in 
terms ot the number of people benefiting 
from PDS One has to look at the distribution 
of PDS quantities between the poor and the 
non-poor in order to have an idea about the 
targeting effectiveness of PDS Before going 
to the actual distributions, it is worth 
examining the proportions of PDS in the 
total (PDS + Market) quantity purchased 
This will give an idea about how much 
proportion PDS takes care in the total 
purchases Table 9 gives these percentages 
lor Five commodities for Maharashtra and 
West Bengal 

The figures show that the percentages of 
PDS in total purchases in Maharashtra was 
higher than all India percentages tor all the 
commodities in both rural and urban areas 
In Maharashtra, only for wheat, the 
percentages tor urban areas were higher than 
rural areas In the case of West Bengal, it 
is worth noting that only around 7 per cent 
of the total purchases is accounted by PDS 
In other words, the rural population 
including the poor have to buy more than 
90 per cent ot their purchases from the 
market The same is true with edible oils 


in rural West Bengal. However, for wheel* 
kerosene and sugar the percentages are 
much higher than all India in both rural and 
urban areas 

Targeting Effbctiveness 

One way of looking at the targeting 
effectiveness is to examine the shares of 
population and PDS quantities by fractile 
groups 11 These shares for different 
commodities by tractile groups are presented 
in the Tables A1 to A7 m the Appendix We 
consider here bottom 40 per cent to examine 
the targeting effectiveness We also look at 
the shares of top 40 per cent in population 
and PDS quantities Targeting effectiveness 
is defined here as the ratio of the share of 
the quantities for bottom/top 40 per cent to 
the share of the population tor bottom/top 
40 per cent Our estimates for Maharashtra 
and West Bengal are presented in Table 10 
The findings from the table are the 
following 

1 Out of the 28 ratios presented for bottom 
40 per cent (Column 4), only in the case 
of 8 cases the ratio is more than 1 It 
implies that 20 out of the 28 cases, the 
share of the bottom 40 per cent m quantities 
was lower than their share in the 
population The ratio vanes from 0 80 to 
1 19 Thus in general, the bottom 40 per 
cent are more or less getting their share 
in quantities in many cases In the case 
of kcrosdbe for urban Maharashtra, the 
ratio was around 0 70 Here, the share ol 
quantities is much lower than the share 
in population for the bottom 40 per cent 


2 In the case of top 40 per cent, 18 out of 
the 28 ratios showed more than 1 implying 
that the top 40 per cent were getting 
quantities from PDS more than 
proportionately to their population 

3 In general, the top 40 per cent are getting 
more than proportionately as compared to 
the bottom 40 per cent Thus, PDS does 
not particularly favour the poor In fact 
rich get slightly higher proportions In 
other words, there is no implicit targeting 
towards the poor 

Shares of STs and SCs in all Groups 

Here, we look at the shares of STs and 
SCs in the population and PDS quantities 
of all groups The percentage shares for 
different fractile groups are given for 
Maharashtra and West Bengal in Table 11 
The shares show that the poor among SCs 
and STs get slightly less in some and slightly 
more in other cases These results show that 
similar to bottom 40 per cent PDS does not 
particularly favour the SCs and STs 
Economic Groups We look at here the 
PDS purchases of economic groups To save 
space, we consider here only for Maharashtra 
urban 12 and for wheat As shown in 
Table 12, the per capita purchase of PDS 
was slightly higher for casual labourers as 
compared to self-employed and regular wage 
earners This seems lobe in the right direction 
However, the per capita purchase of other 
groups was higher than casual labourers 
Let us now look at the shares of population 
and quantities of each expenditure classes 


Table 8 Reasons for Not Wholly Dependent on PDS 


Reasons 


Rural 




Urban 




Rice 


Wheat 

Rice 


Wheat 


MAH 

WB 

MAH 

WB 

MAH 

WB 

MAH 

WB 

Not entitled 

J 104 

76 

86 

19 

150 

14 0 

144 

17 2 

Not required 

Not Available 

111 

22 6 

451 

61 7 

12 1 

42 

96 

45 5 

in ration shops 
Quality not 

12 1 

20 1 

10 1 

19 8 

23 

79 

23 

104 

satisfactory 

Not available 

116 

22 7 

121 

7 1 

412 

409 

50 5 

15 8 

in sufficient 
quantity 

19 9 

IS 1 

12 2 

24 

216 

27 7 

14 6 

67 

Credit constraint 

42 

17 

37 

1 9 

1 8 

1 2 

20 

1 2 


Source Sarvekshanu April June, 1990 


Table 9 PDS as Percentage of Total Quantity Purchased 1986 87 



Rice 

Wheat 

Jterosene 

Sugar 

Edible Oils 

Maharashtra 

Rural 

27 45 

43 13 

14 79 

41 80 

27 70 

Urban 

27 77 

21 45 

67 82 

34 45 

2185 

West Bengal 

Rural 

659 

49 03 

77 59 

67 55 

596 

Urban 

1676 

69 87 

64 90 

5145 

1644 

All India 

Rural 

16 76 

1264 

25 86 

61 20 

1104 

Urban 

1908 

19 33 

59 27 

46 78 

1451 


Source Sarvekshanu, April June 1990 
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acrowt mmak groups (Table 13). Among 
the casual labourers, the bottom two classes 
were getting lower than their population 
The middle groups were getting higher 
quantities as compared to their population 
In the case of regular wage earners, the 
bottom classes were getting higher quantities 
as compared to their share m their population 

IV 

PDS and EGS: An Assessment 

We try to assess here whether employment 
programmes like EGS 11 can substitute the 
PDS in both rural and urban areas Also, we 
examine whether giving PDS only to EGS 
employees is enough to lift many of the poor 
in both rural and urban areas 
At the outset, it may be mentioned that 
both the programmes differ in their 
approaches in helping the poor The employ¬ 
ment programmes are income generating 
programmes while PDS is a programme 
which works only it the price is affordable 
under given purchasing power 14 Also, it is 
difficult to compare the effectiveness of 
PDS and EGS on poverty separately because 
they are not exclusive categories and some 
or ipany of the EGS households may be 
already getting the food rations 

Can We Alleviatt. Povtrty by Giving 
Food Subsidils Only to EGS Employees'* 

There are many problems with the present 
system of public distribution (a) it is bene¬ 
fiting the poor only marginally, (b) in some 
areas poor have to pay higher market 
prices in the presence of PDS [see Radha 
Krishna and lndrakant (1987)], and 
(c) leakages to open market [see Ahluwalia 
1993] and inefficiency of FCI etc, [see GOl 
1991 Ray 1993] Therefore, there is a need 
for improving the effectiveness of PDS in 
reaching the poor One of the suggestions 
as mentioned above is to target food subsidy 
only to the EGS employees 
We strongly support employment 
programmes like EGS because it has many 
direct and indirect benefits Our analysis 
for Maharashtra also shows that casual 
labourers in non-agnculture (most of them 
work under public works) recorded 
relatively lower poverty as compared to some 
of the other households [see Dev 1995b] 
Also, unemployment has been reduced 
considerably m Maharashtra rural areas 
At the same time, we feel that if you want 
to alleviate poverty in the sense of head 
count ratio (proportion of population below 
certain arbitrarily selected poverty line), 
targeting food subsidies only to EGS 
employees will not solve the problem due 
to following reasons 
Effectiveness of PDS and EGS Actual 
information is not readily available for 
comparing theEGS and PDS FonUustraiive 
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purposes, we give here thecompariscm#^ 
by Guhan (1994) Table 14 gives these 
comparisons It shows that although transfer 
efficiency is higher under PDS than in EGS, 
the benefit cost-ratio in the PDS may be only 
half of that in the employment programmes 
This is because of better targeting in 
employment programmes However, the 
coverage is much wider for PDS It may be 
noted that our estimates show that the 
coverage for most of the commodities is 
around 50 per cent of the population Suppose 
we assume 40 pei cent coverage for 
Maharashtra (rural and utban combined) 
and 30 per cent for West Bengal, the impact 
ratio (11 2 per cent of 50 per cent and 11 2 
per cent of 30 per cent) will be 4 48 per cent 
and 3 36 for Maharashtra and West Bengal, 
respectively On the other hand, the NSS 
data show that the percentage of households 
participating m public works for Maharashtra 
was only 11 8 per cent and for West Bengal 
5 5 per cent The impact ratio for EGS would 
be (21 6 per cent of 11 8 per cent and 21 6 
per cent of 5 5 per cent) 2 55 and 1 19 for 
Maharashtra and West Bengal, respectively 
PDS impact will be much more than that in 


the EGS even trader wumpdem at severe 
leakages in PDS. Thus, although PDS 
subsidies are lower, it covers much larger 
population 

‘E' and # F' mistakes for EGS We have 
already seen m the last section that *E* and 
‘F’ mistakes are generally high for PDS Of 
course, it depends on the commodity as well 
as the state considered for our analysis Also, 
in rural areas, *F’ mistakes for PDS are 
overestimated In the case of employment 
programmes ‘E’ mistakes are expected to 
be less and *F’ mistakes are expected to be 
higher as compared to those of PDS F6r 
example 90 per cent the workers working 
under EGS were poor according to some 
estimates (Dandekar 1983) In this case, ‘E’ 
mistakes are very low However, ‘F mistakes 
are high under employment programmes 
because many of the poor are not covered 
For example, as shown m Table 15, only 
11 8 per cent and 5 5 per cent of the 
households are covered under public works 
in rural Maharashtra and rural West Bengal, 
respectively Even it most of these 
households are poor, many of the poor are 
left out under public works 


Table 10 Pfrclntagf os Quantities Purchased from PDS for Bottom and Top 40 Plr Cent of 

thf Fractilf Groups 


Bottom 40 Per Cent Fractile Group Top 40 Per Cent Fragile Group 
Percentage of 1 Percentage in ColumnV Percentage of Percentage m Column 6/ 
Population Quantity Column 2 Population Quantity Column 5 


Rice 

MAH Rural 

449 

36 7 

0817 

33 6 

400 

1 190 

MAH Urban 

48 7 

47 5 

0975 

30 6 

27 8 

0 908 

WB Rural 

44 0 

45 9 

1 043 

34 7 

29 2 

0 841 

WB Urban 

48 3 

52 4 

1 085 

31 9 

26 9 

0 843 

Wheat 

MAH Rural 

449 

37 7 

0 840 

33 6 

14 0 

1 121 

MAH Urban 

48 7 

55 4 

1 138 

30 6 

19 9 

0 650 

WB Rural 

440 

37 3 

0 848 

34 7 

41 0 

1 182 

WB Uiban 

48 3 

42 2 

0 874 

31 9 

17 2 

1 166 

Cereals 

MAH Rural 

44 9 

41 8 

0 910 

13 6 

14 0 

1 012 

MAH Urban 

48 7 

50 6 

1 039 

10 6 

217 

0 775 

WB Rural 

440 

41 6 

0 945 

14 7 

14 6 

0 997 

WB Urban 

48 3 

47 2 

0 977 

31 9 

12 0 

1 003 

Sugar 

MAH Rural 

449 

41 1 

0 920 

33 6 

16 0 

1 071 

MAH Urban 

48 7 

45 5 

0 934 

30 6 

12 6 

1 065 

WB Rural 

44 0 

36 7 

0 834 

34 7 

41 0 

1 182 

WB Utban 

48 3 

440 

0 917 

31 9 

15 6 

1 116 

Kerosene 

MAH Rural 

449 

39 4 

0 880 

33 6 

40 2 

1 196 

MAH Urban 

48 7 

53 9 

0 696 

10 6 

18 6 

1 261 

WB Rural 

440 

35 6 

0 809 

34 7 

42 2 

1 216 

WB Urban 

48 3 

46 2 

0957 

31 9 

16 4 

1 114 

Fice(STs) 

MAH Rural 

62 1 

59 6 

0960 

20 9 

26 9 

1 287 

MAU Urban 

75 4 

90 1 

1 195 

73 

46 

0 630 

WB Rural 

48 1 

39 8 

0 827 

31 5 

11 1 

1 050 

WB Urban 

81 8 

82 6 

1 001 

60 

10 5 

1 750 

Ricc(SCs) 

MAH Rural 

42 1 

43 4 

1 031 

35 9 

111 

0928 

MAH Urban 

63 9 

56 5 

0 884 

29 0 

10 2 

1 041 

WB Rural 

52 8 

45 6 

0 864 

106 

96 

0 906 

WB Urban 

73 0 

809 

1 108 

99 

46 

0 465 


Source Same as Table 6 
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Concurrent evaluation of JftY shows that 82 
per cent and 54 per cent of the workers in 
Maharashtra and West Bengal, respectively 
west above the poverty line m 1992 [see 
001 1994] Under JRY, therefore, the E’ 
mistakes are also high along with high 4 F 
mistakes 

Benefits of ECS Another point is that 
EGS is considered superior over PDS even 
if it does not create any assets [see Pankh 
I99S] We feel that EGS scores over other 
poverty alleviation programmes only if 
secondary benefits such as asset creation, 
increase in agricultural wages, insurance 
benefits, etc, are considered If these benefits 
are considered, the above impact ratio may 
be equal or higher than that of PDS 

PDS can reach more people than EGS 
with the same or lower expenditure In 
1986-87 the estimated PDS subsidy 
(including carrying cost) in Maharashtra 
was Rs 19S 5 crore In the same year, the 
expenditure on EGS was Rs 243 34 crore 
Although subsidy per capita to consumers 
is lower under PDS, it covers about 40 to 
50 per cent ot the poor whereas employment 
programmes cover only around one third of 
the poor 

Provision of employment per se may not 
alleviate poverty The argument for giving 
food subsidies to EGS employees is that 
even it the workers work 300 days on EGS, 
they cannot cross poverty line because the 
existing wages are low This argument is 
true tor millions ot agricultural workers 
also We have shown in an earlier paper 
[Dev 1988] that increase in employment 
per se will not be sufficient to lift the 
agricultural labour households above the 
poverty line Our estimates presented in 
section 2 shows that incidence of poverty 
even for regular employees is quite sizeable 
Also there are many self employed 
households who may not come to work in 
public works Even if the entire tood subsidy 
ot Rs 3 000 crore are shitted to wage 
employment programmes it is difficult to 
cover sizeable segment ot the poor 
Therefore tor many ot the poor provision 
ot employment per se will not remove their 
poverty An effective strategy ot providing 
food at cheap prices tor the poor is needed 
for food security A re-onented PDS may 
be necessary to achieve this aspect 

Even in drought years, it is difficult tor 
some of the self-employed to work on public 
works On this, Tendulkar et al (1993) say 
41 given the sequential nature of operations 
in crop cultivation and the need to maintain 
the land and non-land assets (livestock in 
particular), a good proportion of the person 
days in self employment would have to be 
pre-committed and not transferable to the 
casual labour market The resultant (relative) 
immobility ot labour m households with 


sclf-eaiploymom hnpoaos 
significant limits on the ability of special 
employment generation-programmes as 
instruments for bolstering incomes ot 
drought-hit households** (1993 129) 

Wages m Public Works and Agriculture 
Contrary to conventional wisdom, NSS 
data show that average wage earnings m 
public works tor male and female workers 
is higher than in agriculture " The data for 
Maharashtra and West Bengal are given in 
Table 16 Given this situation, suppose food 
rations (or coupons) are given to EGS 
employees over and above their wages, there 
is a danger of many agricultural workers 
shifting to public works programmes thus 
disrupung the normal agricultural activities 

We also do not have evidence of efficient 
working ot public works in urban areas 
Therefore, PDS may have to be continued 
in urban areas, ot course in a more efficient 
manner Due to the above reasons, we feel 
that EGS may not substitute PDS in both 
rural and urban areas 

V 

Food Security: PDS Restructuring 
and other Poverty Alleviation 
Programmes 

In this section, we first discuss the 
problems of PDS and other programmes 
at the national level which are also appli¬ 
cable to Maharashtra and West Bengal In 
order to provide food security to all the 
poor there ts a need tor eftective tmple 
mentation ot the PDS and other anti -poverty 
programmes ,A First, we look at the 
problems and the ways in which PDS can 
be restructured effectively 

PDS Problfms and Options tor Reforms 17 

Inthcearly 1990s, the government decided 
to restructure the PDS in order to help the 
poor more effectively The direction of the 


resiamanftaa has him hi awn d miRM* Him. 
aspecia2sdiemek>^ampdrePDS(RPDS) 
was launched on January 1,1992 in 1,752 
backward and remote blocks tailing in 
drought prone areas The second proposed 
restructuring relates to the targeting the poor 
Since the present PDS has universal 
entitlement character, the argument tor major 
reform is that it should be targeted to the 
poor by using various criteria This scheme 
is yet to be implemented all over India 
Various exclusion entena for improved 
targeting of poor have been suggested 
Exclusion of income tax payers, salaried 
employees m government, public and pn vate 
sector registered shop owners, sales tax 
assessee, telephone owning families, and 
residents of posh housing colonies, etc, are 
some of the suggested criteria ( Economic 
Survey , 1993/94) This kind ot targeting has 
been experimented in states like Rajasthan 
and Gujarat 

Others argue that this type ot PDS 
restructuring would help the poor only 
marginally because there are several 
problems associated with the present PDS 
Unless these problems are tackled, the PDS 
objective ot helping the poor and vulnerable 
sections will not be fulfilled 

At this point it is pertinent to mention the 
procurement polity of the government in 
recent years As part of the economic reforms 


Tabll 12 Monthly Per Capita PDS Pirchasl 
of Whfat for Economic Grol ps 
Urban Maharashtra 


Economic Group 

In Kilogrammes 

Self employed 

0 479 

Regular salary/wage earners 

0 636 

Casual labourers 

0 712 

Others 

0 929 

Total 

0 704 


Sourte Same as Table 6 


Table 11 Percentage of PDS purchase by STs and SCs in the PDS Purc hasp by All Groups 

Rice by Fractile Groups 

_Maharashtra_West Bengal_ 

r Tactile _ Rural _ Urban _ Rural _ Urban _ 

Group Percent Percent Percent- Percent Percent Percent Percent Percent 
age age age age age age age age 

Population Quantity Population Quantity Population Quantity Population Quantity 


00 20 

176 

16 7 

77 

Scheduled Tribes 

4 3 7 0 

3 1 

3 1 

32 

20 40 

136 

17 3 

32 

1 4 

86 

130 

23 

08 

40 60 

106 

6 1 

30 

03 

68 

10 2 

1 0 

04 

60 80 

94 

89 

1 2 

04 

83 

103 

03 

0 1 

80-100 

62 

7 1 

04 

00 

42 

110 

0 2 

09 

All 

124 

II 1 

36 

1 2 

7 1 

9 3 

1 7 

1 3 

00 20 

12 8 

14 / 

15 6 

Scheduled Castes 

15 0 33 9 

33 2 

267 

31 1 

20-40 

116 

13 7 

78 

104 

34 0 

34 7 

18 8 

11 3 

40 60 

134 

12 1 

II 2 

14 3 

243 

34 2 

13 I 

99 

60 80 

78 

10 3 

3 1 

52 

27 3 

419 

60 

22 

80 100 

207 

122 

05 

04 

21 7 

28 3 

34 

26 

All 

130 

126 

9 1 

10 7 

29 2 

33 2 

132 

14 1 


Source Same os Table 6 
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govenmeat .Iwiiiiri. tew pried* of in tedtatettan of foodgrte» tter«nd 
fcctiliMreiii 1991 .Ibcompensrate 
for the increase in fertiliser prices and 


combining with the pressure from the farm 
lobbies* the government increased the 
procurement prices significantly. Tobalance 
this, the PDS issue prices were alsoenhanced. 
Consequently, the price differential between 
the open market and PDS issue price has 
narrowed. This could be the mqjor reason 
for the decline in offtake of foodgrains in 
recent years. This policy would be harmful 
to the poor because they do not benefit much 
, from the PDS operations. 

PDS: Issues and Problems: (1) Many 
empirical studies based on the 1986-87 NSS 
data on PDS purchases have shown that poor 
were not benefiting much from PDS. The 
dependence of the poor on the PDS in rural 
areas for many commodities is less than 16 
per cent. This would mean that the 
dependence of the rural poor on the open 
market is much higher than on the PDS for 
most of the commodities. Similar to rural 
sector, urban poor also depend to a substantial 
extent on the open market for their 
consumption requirements. In a study on the 
effectiveness of PDS in reaching the poor, 
Parikh (1995) says, "the cost effectiveness 
of reaching the poorest 20 per cent of 
households through PDS cereals is very 
small. For every rupee spent less than 22 
paise reach the poor in all states, excepting 
in Goa, Daman and Diu where 28 paise reach 
the poor. This is not to suggest that PDS docs 
not benefit the poor at all, but only to 
emphasise that this support is provided at 
high cost". A study conducted by the Bureau 
of Directorate of Economics and Statistics. 
Karnataka also reveals that only 13 paise out 
of a rupee spent on PDS reaches the poor 
[Machaiah 1995]. 

(2) It is well known that there are consider¬ 
able regional disparities of foodgrains under 
PDS. The pattern of distribution of grain 
does not seem to be related to the extent of 
poverty. Slates like Bihar, Madhya Pradesh, 
Orissa, Rajasthan and Uttar Pradesh where 
rural poverty is concentrated get very low 
PDS allocations [Tyagi 1990]. Availability 
of PDS grains in the northern-eastern states 
of 'seven sisters' is also low. In a few states 
(e g. West Bengal), there has been urban bias 


Suryanarayami 1991}. 

(3) One of the objectives of PDS is to 
insulate the poor from rising open market 
prices. A poor person would be worse off 
in a dual market system if she gets only a 
small proportion of her total requirement 
through the PDS. Studies on PDS using 
computable general equilibrium models have 
shown that the open market prices would 
have been lower but for the PDS 
[Radhakrishna and Indrakant 1987]. The 
NSS data show that in many states the shares 
of PDS purchases in the total purchases are 
low. This implies that the PDS not only does 
not meet significant requirements of the 
poor but also operates against their interest 
by raising the open market prices. Also, 
casual labourers on daily wages, migrant 
workers, and those without proper residential 
addresses are either not using or not covered 
by the PDS. These people arc worst affected 
by the operation of the PDS. They are doubly 
disadvantaged because they are not only not 
covered by the PDS but also have to pay 
higher prices for their entire purchases in the 
open market. In some states like Andhra 
Pradesh and Kerala, the shares of PDS 
purchases in the total purchases has been 
quite high for the poor. The poor in these 
states are less affected by the higher market 
prices. 

(4) Another problem in the PDS is the 
amount of leakages of foodgrains and other 
commodities in the form of tosses in the 
transport and storage and diversion to the 
free market. According to some estimates 
a little more than a third of the foodgrains 
and sugar and over halt of the edible oil (38 
per cent of wheat, 36 per cent of rice, 39 
per cent of sugar and 55 per cent of edible 
oil) does not reach the actual users of PDS 
[Ahluwalia 1993]. The major part of the 
leakage is due to the diversion of foodgrains 
to the free market. Sometimes, shop owners 
make bogus entries in the ration cards. For 
example, in a village in Dahanu taluka in 
Maharashtra, the tribals have never tasted 
sugar for more than a year. But, one family ’ s 
ration card tells a different story. According 
to an entry made for June 1995, this 
undernourished tribal bought 26 Kgsofsugar 
on a single day .The situation is similar in 


other DaiMnu wSteaett, 
in rural areas seem to be very poor 
[Venugopal 1992]. Even if the ter price 
shop exists, foodgrains are not available in 
many places. 

(5) Inefficiencies in the operation of F6od 
Corporation of India (FCI) have been noted 
by the Bureau of Industrial Costs and Prices 
(B1CP) [see GOI1991]. The economic.cost ; 
of FCI foodgratn operation has been rising 
both on account of increase in procurement 
as well as the distribution incidentals. 
However, during a 14-year period X1975-76 
to 1988-89), thg average distribution cost 
has gone up by about 274 per cent whereas < 
procurement incidentals have increased by 
only 70 per cent [Tyagi 1990]. The details 
about the post-procurement cost shows that 
freight (30.78 per cent) and i merest payments 
on bank overdrafts and government loans 
(33.63 per cent) constitute major part of the 
cost. The economic costs would be much 
higher if we take into account factors like 
the subsidised credit given to FCI and the 
preference given by the Railways to FCI in 
handling freight. 


Table 14: Comparison of Cost-Effectiveness 
IN THE EGS AND PDS IN INDIA 



EGS 

PDS 

Budgetary cost 

100' 

I00 2 

Overheads 

50' 

37« . 

Leakage 

\0' 

35* 

Gross Benefit (1-2-3) 

40 

28 

Participation Cost 

N4t Benefit (4-5) 

16 7 

Neg* 

i e. transfer efficiency 
Targeting efficiency 

24 

28 

(coverage of poor) 

0.9 

0.4 

Final transfer to poor (6 * 7) 
(benefit-cost ratio) 

21.6 

11.2 


Notes : (llAggregatc cost for creating one person- 
day of employment; (2) Cost of food 
subsidy. (3) Administrative overheads 
and non-labour expenditures; (4) 
Distribution overheads such as freight, 
storage, costs, interest, etc, being 57 per 
cent of 65 percent reaching consumers; 
(5) Under payment of wage; (6) Ih transit 
and at point of sale; (7) Foregone 
earnings; (8) Negligible, assuming that 
forgone earnings due to watting time and 
transport costs to retail shops ait not 
significant. 

Source: Adopted from Guhan (1994). 


Table 13: Percentage op Population and PDS Quantities Purchased by Expenditure Classes for Economic Groups : 

Wheat, Urban Maharashtra 


Fractile 

Groups 

Self-employed 

Regular Wage 

Casual Labour 

Others 

Total 


Percentage 

Population 

Percentage 

Quantity 

Percentage 

Population 

Percentage 

Quantity 

Percentage 

Population 

Percentage 

Quantity 

Percentage 

Population 

Percentage 

Quantity 

Percentage 

Population 

Percentage 

Quantity 

0.0-20 

62.3 

61.8 

28.7 

37.1 

20.4 

19.0 

53.1 

47.7 

40.2 

38.7 

20-40 

22.6 

26.9 

30.6 

39.8 

22.0 

19.0 

21.6 

32.6 

23.7 

28.4 

40-60 

8.7 

10.3 

18.2 

15.6 

21.8 

28.5 

16.8 

14.7 

16.8 

18.7 

60-80 

4.1 

negl. 

11.8 

5.5 

21.9 

25.4 

3.7 

3.7 

11.1 

10.6 

80-100 

2.3 

0.9 

10.8 

2.1 

13.9 

8.2 

4.8 

1.3 

8.2 

3.6 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 


Source: Same os Table 6. 
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#) As mentioned above, a nother problem 
ffltotos to be the narrowing of PDS prices and 
9pbn market prices. This problem was due 
10 Use significant increase in issue prices(see 
Economic Survey, 1994-95) which was in 
turn due to steep increase in procurement 
prices. As a result, PDS offtake declined in 
recent years. Ft may also be noted that whereas 
the central government issues foodgrains to 
states for PDS at a uniform C1P, the 
consumer-end retail price fixed by state 
government for PDS varies considerably 
between states. Maharashtra and Gujarat 
have the highest PDS consumer end price 
for wheat and Tamil Nadu has the lowest 
price for rice in 1994 (Economic Survey t 
1994-95). 

(7) What are the opportunity costs of the 
resources spent on PDS? Would they have 
had an effect which is different in the short 
and long term if those same resources could 
have been used in other ways by the 
government? These issues are not well 
discussed in the debate on revamping of 
the PDS. For example, Andhra is considered 
as a success story in the case of PDS. The 
sustainability of this programme on such 
a large scale is doubtful from the finance 
point of view. Also, the opportunity costs 
of these funds have to be evaluated. The 
expenditure for Andhra rice scheme would 
work out to about Rs 1,300 to Rs 1,400 
crore. Even the Congress government was 
spending Rs 500 to Rs 600 crore on this 
scheme. It needs to be examined whether 
this food subsidy is at the expense of 
investment on agriculture or investment in 
infrastructure. It seems Andhra which used 
to have surplus electricity, has about 50 per 
cent production deficit now. One has to 
examine whether the investments in power 
and irrigation suffered due to PDS m 
Andhra. The similar opportunity costs may 
apply at the country level as well. 

Options for PDS Reforms; First, we 
present below various options available for 
reforms and later provide suggestions for 
proper restructuring in order to reach the 
poor effectively. 

(a) As mentioned above, a major drawback 
of the PDS is its character of universal 
entitlement. The argument for major reform, 
therefore, is that it should be targeted to the 
poorby using various criteria. Main problem 
with this targeting is that of administrative 
feasibility and costs involved in targeting. 
Even if the so-called 'creamy layer' is 
removed, the government food subsidy 
may not reduce significantly if we take 
into account the administrative costs. 
Geographical targeting can be another 
criterion for better targeting. Government 
has already moved in this direction. One 
argument against targeting is that some poor 
will be left out if explicit targeting is 
undertaken (the so-called *F* mistakes 


r 

that many poor are left out even in the 
present character of universal system. As 
mentioned above, homeless poor, those 
without proper addresses, migrant workers 
and daily wage earners (who purchase grains 
on daily basis) are left out of the system [see 
Jha 1992]. 

(b) The second option is self-targeting. 
This can be done in two ways. Some suggest 
that the quality nee and wheat should be in 
such way that it should discourage non¬ 
poor, as they could afford to purchase the 
preferred type of grain in the market. 
However, those who oppose this idea argue 
that even at present the quality of grains 
supplied to PDS is inferior to those available 
in the market. It was also suggested that 
from the point of view of self-targeting, 
coarse cereals should be introduced for 
distribution on a large scale. However, 
coarse grains have the following problems: 
the marketable surplus of these grains is 
low, they have shelf life of only a few 
months and variability in production is 
quite high. Besides, the consumption 
patterns of the poor is also changing from 
coarse grains to fine cereals [see 
Suryanarayana 1995]. 

There is however, some sort of consensus 
among economists that PDS should be linked 
with employment guarantee programmes 
because they have excellent self-targeting 
character [see Parikh 1994; Sawant 1994]. 
It must, however, be remembered that 
employment programmes like EGS and IRY 
leaves out many other sections of the 
population such as the old, handicapped, 
children, etc. The government has to take 
care of the population. We already discussed 
these issues in the last section. Another 
question relates to cash versus kind as wages 
in public work programmes. Our discussions 
with someofficials reveal that many workers 
want cash rather than foodgrains as wages. 
One has to check this before introducing 
public work programmes in abig way. Giving 
food coupons as part of the wages to the 
workers in public works programmes can be 
experimented. 

(c) Another option is to replace the present 
PDS with food stamps 1 * Sri Lanka has 
experimented with food stamp system with 
the stamps redeemable for purchases of 
foodgrains and other essential commodities 
at unsubsidised prices. Bhagwati and 
Srinivasan (1993) say, “a move to food 
stamps away from the present PDS seems 
to us therefore to be an attractive policy 
option for the government to embrace as part 
of the continuing reforms". However, both 
vertical and horizontal inefficiencies have 
been noted in food stamps targeting in Sri 
Lanka. Thus, it is not clear whether food 
stamp system can be alternative to the present 
form of PDS. 


to free maiket and metfkriend^ A 
whole set of measures is required to reduce 
the incidence of leakages and corruption in 
the system. We have already noted above 
about the large-scale di version of foodgrains 
to free market at both wholesale and retail 
levels. Some of the PCI officials indicate 


Table 15. Percentage op Rural Households 
Participating in Public Works: 1987-88 


Andhra Pradesh 

2.2 

Assam 

5.0 

Bihar 

43 

Gujarat 

17.8 

Haryana 

5.9 

Himachal Pradesh 

14.1 

Jammu and Kashmir 

II 1 

Karnataka 

3.2 

Kerala 

4.2 

Madhya Pradesh 

6.6 

Maharashtra 

II 8 

Orissa 

7.9 

Punjab 

26 

Rajasthan 

17 4 

Tamil Nadu 

34 

Uttar Pradesh 

37 

West Bengal 

55 

All India 

64 


Souri e NSS 43rd round, Sarvekshuna, October- 


December, 1993 

Table 16 Average Wage Earnings (Rs) Per 
Day Received by Casual Wag* Labourers in 
Public Works and Agriculturl for Rural 
Areas for Maharashtra and 
West Bengal, 1987-88 

Public Works Agriculture 


Maharashtra 


Male 

10 56 

9 54 

Female 

7 34 

5 87 

West Bengal 



Male 

19 20 

12.38 

Female 

27.42 

10.81 


Source: NSS 43rd round on employment and 
unemployment 


Table 17. Number of Poor by Economic 
Groups: Maharashtra and West Bengal 

(In miliums) 

Households Maharashtra W Bengal 


Rural 

Self-employed 


m agri 

5.42 

4.76 

Self-employed 



in non-ogn 

1.33 

3 12 

Agricultural labourers 

8.88 

9 89 

Other labourers 

1.20 

1.53 

Others 

0.66 

104 

Total 

17 49 

20.3 

Urban 



Self-employed 

6.30 

1.86 

Regular 

11.52 

1.73 

Casual labour 

2 33 

0.82 

Others 

0 82 

0.21 

Total 

21.03 

4.61 


Source: Based on the data from NSS 43rd round 


on employment and unemployment. 
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that door rap deHvwy ^ 
only in some rates) of grains to ration shops 
might reduce the leakages particularly in 
villages. One solution may be to give 
autonomous status to FC1 without any 
political interference. 

(e) Another factor for successful 
distribution of grains is public awareness. 
A comparison of Karnataka and Kerala 
distribution systems show that public 
awareness-cum-local organisation have been 
responsible for the success of PDS in Kerala. 
Regarding Kerala, “Complaints by card 
holders are usually taken seriously by 
officials because there is always the threat 
that local organisations will pursue the matter 
and approach higher authorities*’ [Mooiji 
19941. 

Suggestions for Restructuring : We cl assi fy 
the suggestions into the following five 
categories: 

First, the food security problem of poor 
states like Bihar, Madhya Pradesh, Onssa, 
Rajasthan, Uttar Pradesh and north-eastern 
states of ‘seven sisters’ should be tackled. 
These states get little food allocations under 
PDS. A detailed study may, be needed to 
understand the problems of these poor states. 
U has to be studied whether PDS will succeed 
or any other poverty alleviation programme 
or a combination of PDS and anti-poverty 
programmes are needed for food security. 
It is well known infrastructure is a major 
problem in these states. Apart from 
infrastructure, political commitment may be 
necessary for the success of any poverty 
alleviation programmes in these poor states. 
Urban bias in West Bengal has to be corrected. 

Second, in rest of the states PDS targeting 
should involve linking of PDS to the ami- 
poverty programmes like IRDP, Jawahai 
Rojgar Yojana and programmes relating to 
old, destitute, children, pregnant and nursing 
mothers. The priority should be given to 
wage employment programmes because the 
very poor participate in these programmes. 
Area approach of course (1 c, RPDS) has 
to be continued. We have to identify the 
poor villages in rural areas and slums in 
urban areas. Because accessibility of 
foodgrains is important in poor regions in 
the absence of proper markets. Admini¬ 
stratively, it is easy to identify backward 
and poor regions. 

Third and most important reform relates 
to the delivery systems. A recent evaluation 
of RPDS by the Programme Evaluation 
Organisation (PEO) of the planning 
commission have identified four major 
shortcomings in the revampedPDS launched 
by the prime minister in 1992. They are: (a) 
proliferation of bogus cards; (b)inadequate 
storage arrangements; (c) ineffective 
functioning of vigilance committees; and 
(d) failure to issue ration cards to all eligible 
households. These problems have to be 


teckted in revampttig the FDSI, Door step 
delivery, public awareness-cum-local 
organisation as in Kerala will improve the 
delivery system particularly in rural areas. 
Availability and quality of the grains seem 
to be important for the consumers rather 
than price. For example, a study on Andhra 
suggests that people do not mind paying 
Rs 3 to Rs 4 per kg of rice if the quantity 
supplied is high [Indrakant 1995]. Although 
there is no severe urban bias in PDS at the 
national level, working of ration shops and 
the delivery system seems to be poor in 
rural areas. There is a need for straighten¬ 
ing delivery system particularly in rural 
areas. 

Fourth, the serious problem seems to be 
the decline in offtake due to narrowing down 
of difference between open market and issue 
prices. Some mechanism has to be evolved 
to give foodgrains at prices which the poor 
can afford and benefit from the PDS. Unless 
this problem is solved, all the talk about PDS 
as a safety net does not have any meamng.lt 
does not mean state and central governments 
should go for populist schemes as being 
proposed in this election year. 

Lastly, the reform of the PDS should also 
address the problems relating to buffer stock. 
Presently, about 31 million tonnes are 
available with the government. Forreduction 
in buffer stock, there are various options 
such as trade, open market sales, increase 
in PDS offtake, public works programmes. 
Among these, the last option seems to be 
quite useful. These excess foodgrains be 
used for massive generation of public works 
programmes This policy will create 
employment, infrastructure for the poor 
regions and reduces buffer stock. 

Fooo Su’uarrY: Policy Mix 

It may be noted tha{ a mix of policies is 
needed to improve the food security We 
already mentioned that an effective PDS 
along with other anti-poverty programmes 
can reduce poverty in the country. For 
targeting the PDS in the two states of 
Maharashtra and West Bengal, our analysis 
in section 2 on the composition of the poor 
would be useful. Table 17 gives the number 
of poor by economic groups m 1987-88 
These numbers can be used for policy 
purposes. 

The PDS has to be more targeted to 
agricultural labourers in rural areas for both 
Maharashtra and West Bengal. In 
Maharashtra urban areas, even the number 
of poor regular salaned workers is also high. 

The consumption patterns for rural 
Maharashtra snows that jowar is the most 
important cereal consumed by the population. 
In order to improve the food security of rural 
Maharashtra, the food policies should not 
ignorethecoarse cereals. Although the central 


government fixes a vuAfmm \mm price for 
PDS, the consumer end retail prices are fixed 
by the states. Maharashtra's PDS consumer- 
end price is one of the highest in the country. 
The Maharashtra’s pnee was 22.9 per cent 
higher for common rice and 24.4 per cent 
higher for wheat over the central issue price 
for the respective commodities in the early 
1994 In the case of Maharashtra, EGS and 
PDS should be the main programmes for 
achieving food secunty in rural areas. Of 
course, welfare programmes also have to be 
continued to cover all the poor. 

Wc have already seen above that West 
Bengal has severe urban bias in the case of 
PDS. Apart from this some of the problems 
faced by the state in the case of PDS are as 
follows: (a) FCI gives raw nee but the people 
of West Bengal prefer boiled nee; (b) Due 
to increase in issue pnee, open market prices 
at many places are less than PDS pnee; (c) 
Sometimes, in some points the stocks of ncc 
and wheat are low but FCI is not able to send 
rice and wheat to those points when needed. 
West Bengal seems to have given moie 
emphasis to the issue of land reforms as 
compared to other programmes like health, 
education [see Sengupta and Gaxdar (1996)] 
and PDS. There is a need foi mix of 
programmes like JRY, PDS and land reforms 
for increasing the food security in the stale. 

Finally, it may be noted that PDS is not 
the only answer for improving tood security 
of the poor because it can help only those 
who have purchasing power Other anti¬ 
poverty programmes have to be strengthened 
as part of the economic reforms for creating 
income generation among the poor and 
vulnerable sections. In the long run, economic 
development should make these government 
programmes redundant 

V 

Summary and Conclusions 

i 

> 

This paper examines the poverty and tood 
secunty problem in two relatively large states 
ot India namely, Maharashtra and West 
Bengal mainly using the NSS 43rd round 
(1987-88) on employment and unemploy¬ 
ment and 42nd round (1986-87) household- 
level data on PDS. An attempt is made to 
highlight the rural-urban contrasts in each 
of these two states More specifically, this 
study tnes to address the following questions:! 
(I) What is the composition ot the poor in 
both rural and urban areas? (2) Do the poor 
suffer from chronic unemployment or 
underemployment 7 (3) How many poor are 
covered under PDS? (4) What proportion of 
the PDS quantities goes to the poor in rural! 
and urban areas 7 (5j Which is more cosi-j 
effective between PDS and EGS in reaching i 
the poor? (6) Whether targeting foods 
subsidies to employment programmes solve ( 
the problem ot rural and uiban poverty 7 (7) 
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m the problems and options for 
under PDS*> 

* Some of the findings of the paper are 

mmmansed below 

(1) The poverty lines for 1987 88 show 
that rural areas in West Bengal and 
urban areas in Maharashtra are 
expensive places to live in India 

(2) In Maharashtra agricultural labour 
households reported 57 3 per cent ot 
poverty incidence while in West Bengal 
the same households reported a vety 
high poverty latio of 71 2 per cent In 
both these stales the agricultural labour 
households constitute nearly 50 per cent 
of the poor in rural areas In any policy 
on poverty alleviation, the persons in 
these households should be the first 
target group in rural areas Sell 
employed in agriculture also have 
sizeable proportion of poverty 
households In the utban areas casual 
labourers reported highest incidence ot 
poverty In Maharashtra around 82 per 
cent of the persons located in the casual 
labour households were below the 
poverty line Theeorrcspondtngnumber 
for West Bengal is 68 per cent Next 
high poverty me idence is reported by 
the self employed I he poverty 
estimates by worker types also tevcal 
similar findings Casual labour in non 
agriculture have lower proportion ot 
the poor as compared to those in 
agriculture 

(5) Maharashtra has much lower personday 
unemployment rate as compared to 
West Bengal This could be due to 
EGS in Maharashtra In general per 
capita expenditure and personday 
unemployment rate are inversely related 
in rural and urban areas of both the 
states Our estimates for the two states 
also show that theicis positive relation 
ship between poverty and personday 
unemployment but there is no such 
relationship between poverty and 
chronic unemployment (usual status) 
In other words, the policy implication 
is that reducing under employment will 
increase the purchasing power of the 
poor population and increase their food 
security Hus is more true tor West 
Bengal 

(4) Turning to PDS, the estimates on pei 
capita PDS quantities as well as PDS 
quantities per market dependent persons 
show that there is urban bias in both 
Maharashtra and West Bengal In 
Maharashtra the bias was higher for 
nee as compared to wheat lw Within 
West Bengal the uiban bias is very 
severe tor ncc Iheic may be several 
reasons toi sevcie urban bias in West 
Bengal PDS in the case ot toodgrains 

(5) We estimated two target latios (TR1 


xxitatgiltm 

(excess coverage) and 4 P mistakes (not 
covenng all the poor) for different 
commodities TR1 estimates show that 
across commodities, nee showed higher 
TR1 ratios (lower leakages) as compared 
to other goods Companson between 
Maharashtra and West Bengal show 
that the E mistakes are lower tor 
Maharashtra rural tor all commodities 
than for West Bengal rural For urban 
areas, rice tor all groups, SCs and STs 
and cereals showed lower leakages to 
non-poor in West Bengal as compared 
to Maharashtra Regarding TR2 ratios 
among the commodities the coverage 
of poor in the case ot sugar ior both 
Maharashtra and West Bengal and 
kerosene for West Bengal seems to be 
much better than other commodities 
Companson ot Maharashtra and West 
Bengal shows that the ‘F’ mistakes are 
very high for West Bengal rural areas 
as compared to Maharashtra rural In 
the case of ncc wheat and cereals, 
more than 75 per cent ot the poor are 
not coveted under PDS network in West 
Bengal rural areas 

(6) Regarding the distribution of PDS 
quantities we estimated the shares of 
population and quantities tor bottom 
and top 40 perc enl ot the t raclile groups 
This is used as an indicator of targeting 
effectiveness Out of the 28 ratios 
picscnled foi bottom 40 per cent, only 
for 8 cases the ratio is more than I 
It implies that 20 out ot 28 cases the 
share ol the bottom 40 per cent in 
quantities was lower than their share 
in the population In the case of top 40 
per cent 18 out of the 28 ratios showed 
more than 1 implying that the top 40 
per cent were getting quantities from 
PDS more than proportionate to their 
population Thus top 40 per cent arc 
getting more than proportionately as 
compared to the bottom 40 per cent 
It shows that PDS does not particularly 
favour the poor or there is no implicit 
targeting towards the poor This is true 
for both social and economic groups 

(7) An attempt is made in the paper to 
assess whether employment program 
mes like EGS can substitute the PDS 
in both rural and urban areas using our 
estimates of poverty and unemploy 
ment Also we looked at the question 
ot whethci giving food subsidies only 
to EGS employees solve the problem 
ot poverty in both rural and urban areas 
A companson on the effectiveness of 
PDS and EGS shows that PDS seems 
to be better off because of wider 
coverage in spite of severe leakages It 
may be noted here that secondary 
benefits in EGS are important If they 


or score over PDS in reaching the poor 
However, provuionot employment^ 
se will not solve the problem of poverty 
At the existing wages even many poor 
households like agncultural labourers 
may not reach the poverty line even it 
they work 300 days in a year So, 
purchasing power ot many poor have 
to be increased further apart from 
increasing employment opportunities 

(8) This study also discusses various 
problems and options available for 
restructuring of PDS PDS targeting 
should involve linking of the PDS to 
the anti-poverty programmes like 1RDP, 
JRY and programmes relating to the 
old. destitutes handicapped, children 
pregnant and nursing mothers If the 
targeting is not possible it may be 
cheaper to continue with strict 
monitoring on leakages to open market 
and inefficiencies in FCI Because 
targeting is expensive administratively 
and in doing so many of the poor may 
be omitted ( F mistakes) Thi* is better 
till an alternative airangement is made 

(8a)The most fmportanl reform should relate 
to the deli very systems A recent evalu 
ation of RPDS by the Programme 
Evaluation Organisation (PEO) of the 
planning commission have identified 
four major shortcomings in the 
revamped PDS launched by the prime 
minister in 1992 They are (a) Pro 
Iteration of bogus cards (b) inadequate 
storage arrangements (c) ineffective 
functioning of vigilance committees 
and (d) tailuic to issue ration cards to 
all eligible households These problems 
have to be tackled in revamping the 
PDS Door step delivery public 
awareness cum local organisation as in 
Kerala wilhmpiove the deli very system 
particularly in rural areas Availability 
and quality of the grains seem to be 
important for (he consumers rather than 
pntc For example a study on Andhra 
suggests that people do not mind paying 
Rs 3 to Rs 4 per kg of rice it the quantity 
supplied is high Although there is no 
severe urban bias in PDS at the national 
level working of ration shops and the 
delivery system seems to be poor in 
rural areas There is a need tor straight 
ening delivery system particularly in 
rural areas Lastly, the policies on PDS 
should be viewed as part of the overall 
food policy 

(9) In thecaseof West Bengal, rural poverty 
seems to be severe than urban poverty 
Particularly, the government has to 
concentrate more on agncultural labour 
households Apart trom giving 
employment, the vanety ol nee needed 
by the people may have to be supplied 
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under PDS . The isifeneidf f0Shai not 
been given much importance in rural 
West Bengal. Poverty in both urban 
and rural areas of Maharashtra is quite 
high. EGS has helped to increase the 
incomes of the rural poor. But, this is 
not enough. The poverty of casual 
labourers in urban areas of Maharashtra 
is also quite high. In fact, urban poverty 
in Maharashtra is one of the highest in 
the country. To complete the tale of 
these two states, it may be noted that 
around 17.6 per cent of India's rural 
poor and 19.9 per cent of India's urban 
poor live in these two states. 

(10) Finally, PDS alone will not solve the 
problem of food security. Apart from 
higher economic growth, a mix of 
policies such as effective implement¬ 
ation of anti-poverty programmes 
including PDS, controlling inflation, 
improving health facilities is needed 
for increasing food security in the two 
states of Maharashtra and West Bengal 
and in other parts of the country. 

Notes 

[This study is pan of a UNDP research project 
on ‘Strategics and Financing for Human 
Development in India’ co-ordinated by T N 
Krishnan. 1 am thankful to M L Dantwala, Jean 
Dreze, Shikha Jha, N Krishnaji, T N Krishnan 
and Kirit Parikh for useful comments and 
discussions Thanks axe also due to P Pushpa for 
computer assistance and Saibal Ghosh for rescorc h 
assistance.] 

1 These two are third and fourth largest (in 
terms of population) states in the country. 

2 At the outset tt may be noted that the two 
states have different types of agro-climauc 
conditions. For example, the proportion of 
net sown area of Maharashtra in the low 
rainfall zone is quite high whereas most of 
the West Bengal’s net sown area falls in the 
high rainfall zone. Also, the density of 
population is quite high in West Bengal as 
compared to that of Maharashtra. The 
differences, therefore, m poverty and food 
insecurity between these two states could be 
partly due to these initial conditions than on 
policies. 

3 Maharashtra is the most urbanised state in 
India with a 39 per cent urban share in total 
population in 1991. West Bengal is however, 
less urbanised with a share of 28 per cent in 
1991. 

4 Since the late 1970s, West Bengal has been 
more successful in implementing land 
reforms and IRDP. The National Rural 
Employment Programme (NREP) in the 
1980s and Jawahar Rojgar Ypjano in the 
1990s were also relatively successful in 
West Bengal. However, EGS in Maharashtra 
has larger reach of the poor as compared 
to (he national employment programmes in 
West Bengal. For more details on assessment 
of West Bengal government programmes, 
see Serrgupta and Gazdar (1996). 

3 Bhngwati and Srinivosan (1993) advocate 
for a move to food stamps away from the 
present PDS. If food stamp System is not 


v they^ to 

doawaywiththeineffleiem^ 
the private sector supply the quantity of 
grains needed for the PDS, at the place and 
time needed, by calling for bids" (1993:106) 

6 A comparison of poverty lines across 
states for the year 1987-88 shows that 
Maharashtra urban area has the highest 
poverty line and West Bengal rural area has 
second highest (next to Kerala) poverty line 
in the country. 

7 In West Bengal, poverty ratios for the 
households (not persons) shows that the 
poverty ratio for agricultural labour 
households declined from 85.9 per cent in 
1977-78 to 64.9 per cent in 1987-88 It shows 
that there has been considerable decline in 
the poverty of agricultural labour households 
over a decade However, the incidence of 
poverty (71 per cent) is still high among the 
persons located in these households even in 
1987-88. 

8 Employment fluctuations and risk is higher 
for agricultural labour households as compared 
to other categories of households in rural 
areas. 

9 Some of the recent studies are : Knshnaji 
(1988),Tyagi (1990), Dev and Suryanarayana 
(1991), Jha (1992), Howes and Jha (1992), 
Geeta and Suryanarayana (1993). Parikh 
(1994). 

10 This information is available on tapes with 
the NSSO. Parikh (1994) used this information 
to examine the question of effectiveness of 
PDS in reaching the poor. We have used the 
data already processed by Parikh. The author 
is gratetul to the chairman of the NSSO 
governing council and other NSSO officials 
for providing the data. 

11 Parikh (1994) used the ratio of percentage 
of PDS quantities for bottom 20 per cent to 
the percentage of population for bottom 20 
per cent as the targeting effectiveness. 

12 For an analysis of PDS purchases for economic 
groups in Maharashtra rural areas, see 
Coondoo et al (1996). 

13 We are using the term ‘EGS* for all public 
works programmes including JRY. NKY. etc 

14 Dantwala (1993) says that PDS should be 
viewed as income transfer to the poor. 

15 It may be noted that NSS sample for public 
works is quite low as compared to agriculture 

16 Recently, some other studies also have given 
various suggestions for improving food 
security in India. Among others see, 
Vcnugopal (1992, 1995); Alagh (1995); 
Gopolan (1995). On present problems of food 
policy, see Dev and Kumar (1995) 

17 This and the following two sub-sections draw 
heavily from Dev (1995). 

18 Another option is to buy PDS requirements 
from market purchases instead of procuring 
the grains through administered prices. On 
some other options see Jha and Srimvasun 
(1996). 

I<> If we take quantities per market dependent 
persons, thei e is no urban bias for Maharashtra 
wheat. 
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Panchayats at Work 

What It Means for the Oppressed? 

George Mathew 
Ramesh C Nayak 

These four case studies from Madhya Pradesh drive home the gruesome fact that despite SO years of independence, 
the power structure at the village level remains oppressive. Dalit men are beaten , dalit women are stripped naked 
while criminals are shielded by political parties and the state maintains a studied silence. 


I 

ON November 4, 1948 in The constituent 
assembly, Babasaheb Ambedkar said: 

The love of the intellectual Indian for the 
village community is of course infinite, if 
not pathetic. It is largely due to the fulsome 
praise bestowed upon it by Metcalfe who 
described them as little republics having 
nearly everything that they wont within 
themselves, and almost independent of any 
foreign relations.. 

That they have survived through all 
vicissitudes may be a fact. But mere survival 
has no value The question is on what plane 
they have survived. Surely on a low, on a 
selfish level. 1 hold that these village 
republics have been the ruination of India. 

I am therefore surprised that those who 
condemn provincialism and communalism 
should come forward as champions of the 
village. What is the village but a sink of 
localism, a den of ignorance, narrow¬ 
mindedness and communalism? 

Half a century has passed since Ambedkar 
spoke about Indian villages and village 
panchayats. Panchayats have been elevated 
from Article 40 (directive principles) to 
Pan IX of the Constitution. In the political 
and academic discussions it has come to the 
centre stage from the periphery. But today 
what are our villages? In most parts of the 
country are they different from what 
Ambedkar said 50 years ago? When we 
shout from the roof-tops that social change 
is taking place in the countryside, has the 
social system substantially changed in the 
villages? These and other issues came up in 
the four case studies from Madhya Pradesh. 

Madhya Pradesh was the first state to 
conduct elections to the panchayats after 
the 73rd constitution amendment. After 
more than a year of the elections to the 
panchayats in Madhya Pradesh, reports 
appeared in news-papers that all is not well 
withtheirfunction-ing. Students of the Indian 
social scene had anticipated such negative 
trends. When newspapers reported a chain 
of events from different parts of the state 
-alady sarpanch was stripped naked, another 
lady sarpanch was gang raped, upa-sarpanch 
was tortured, a dalit panchayat member was 
beaten up - it was important to investigate 
and study the social forces at work behind 
these incidents 


The Institute of Social Sciences research 
faculty spent several weeks in the villages, 
stayed with the villagers, observed the day- 
to-day life and goings-on in the hamlets, 
collected basic data about the area, interacted 
with a large number of persons and 
reconstructed the story with as much factual 
evidence as possible. 

It is clear from these life situations that 
a panchayat is a microcosm of the society 
of which the village forms a part. The noble 
ideals of 'institutions of self-government' as 
expounded by the 73rd constitution 
amendhient cannot be translated into reality 
in the presert iniquitous society. The 
beautiful picture of panchayati raj cannot be 
drawn on thecanvas of stringent caste system, 
feudal values, gender inequality, inhuman 
poverty conditions and the wide chasm 
existing between the rich and the deprived. 

Therefore, the legitimate question was: 
could rural India wait till all these conditions 
are set right? For instance, education for all 
must be achieved, land reforms implemented, 
women must achieve equal status with men 
and economic growth should go in step with 
social development. But given the present 
pace of change, how long will it take? Can 
Indian villages wait for their local 
governments till the ground realities are 
conducive? Therefore, a realistic approach 
was: panchayats must be made, and should 
themselves become, instruments of social 
transformation through a vibrant political 
process at the local level. This is what we 
have attempted through the 73rd constitution 
amendment. 

The Madhya Pradesh incidents reveal the 
ground realities in our villages. The situation 
generates its own protests. These are posit¬ 
ive signs of the first step towaids the 
awakening of Indian villages through the 
panchayati raj. 

II 

Stripping of Draupadi 

Draupadi Bai, a woman panchayat mem¬ 
ber of Salheona village, was reportedly 
stripped naked in front of the Sanya block 
development officer (BDO), Raigarh distnet, 
on November 19,1995 ( Pioneer , November 
30,1995; DainikBhaskar, January 3,1996). 
The incident sent shock waves all over the 
country. The National Federation of Indian 


Women (NFIW) staged a demonstration 
outside the Madhya Pradesh Bhawan in New 
Delhi on November 29,1995 to demand the 
immediate arrest of the two persons allegedly 
involved in stripping the woman panchayat 
member. The Federation alsocalled for action 
against the Sariya block development officer 
for dereliction ot duty in not providing 
security to an elected representative. The 
Hindu Jan Jagaran Manch took out i 
procession on January 10, 1996 from 
Salheona to Latbore to create awareness 
among the people about the ways in which 
they can safeguard their interests 
Village Profile: Raigarh district is situated 
in the eastern pan of Madhya Pradesh. The 
erstwhile feudatory states of Sarangarh, Sakti; 
Jashpumagar and Raigarh were merged intd 
one district in 1952 The district i^ 
predominantly inhabited by scheduled tribesj 
scheduled castes and other backward castes 
The people speak both Chhauisgarhi and 
Oriya. The Oriya-speaking people are in ? 
majority in Sarangarh tehsil of the district, 
The distnet has 17 janpad (block) panchayat^ 
and 1,083 gram panchayats. j 

Salheona village in Sarangarh tehsilt 
district Raigarh, is 37 km away trom tfc ^ 
district headquarters. Salheona. Bargaonami * 
Bilaigarh villages constituted one grant a 
panchayat till 1993 In 1994 Salheona wa 1 
separated from these villages and formed 
into an independent gram panchayat. It ha 
937 voters. Its sarpanch post was reserve* 
for scheduled tribe women. The village t 
part of Sanya-Lendra vikas khand (blod 
development area). j 

In early 1950s, the first Agarwal familj 
came to Salheona and opened a grocerj 
shop. Subsequently, theTeli households frof) 
the submerged areas of Hirakud dam psi»j«4 
m Sambalpur distnet of Onssa migrated ij 
Salheona. Again in late 1950s, three Agarwf 
households from Bilaspur, Surguja an 
Raigarh came to Salheona. These immigraq 
Agarwal and Teli households arc petty trade! 
and moneylenders in the village. They ahj 
own grocery shops in the vil lage. They suppl 
paddy to the nearby rice mills at Raigarh ah 
Raipur. These immigrant households ha^ 
no interest in cultivation. Only one Agarw 
household owns 4.5 acres of land. They at 
well-educated. They have contacts wit 
businessmen in the neighbouring towns, ar 
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Afr local bureaucracy and poetical party 
Kaitera. Thus, their socio-economic clout 
Ipk lhe village is immense. 1 
;^;'The village has 865 households - 292 ST$ 
*P7,75 per cent), 278 SCs (27.13 per cent), 
1296 OBCs (33.52 per cent), and 5 other 
■pastes (0.57 per cent). The village has in all 
dboul 2,000 inhabitants. The various castes 
wttd tribes residing in Salheona village and 
4heir occupations are given in Table 1. The 
village has only one primary school, started 
/in 1972. The school has just two teachers, 
pi whom one is a kendrapathak teacher with 
Stine schools under his charge. Hence, all the 
151 students admitted to the school (114 
4x>ys and 37 girls) are taught by the other 
teacher. The kendra pathak teacher never 
tabes any class. 

In Salheona village only 12 households 
are supporters of the Shiv Sena. The 
; remaining are supporters of either Congress 
or BJP. Again, out of four Agarwal 
i. households, two are active local workers of 
! the Congress Party and one each of BJP and 
.Shiv Sena. » 

The village has 900 acres of cultivable 
land and 100 acres of gochar (cattle grazing) 
land. The distribution of land among various 
castes and tribal groups is highly inequable. 
The Agharias are the main landowning caste 
in the village. There arc nine Agharia 
households which own 540 acres of land. 
As against this, 292 ST households own 
only 100 acres, and 278 SC households only 
,20 acres. The cx-gaontia family owns 280 
acres. Three households from Agharia caste 
have 100 acres each. Niranjan Patel, 
belonging to an cx-gaontia family which 
owns 100 acres of land, employs 12-yearly 
contract labourers known as kamia. 

The main crops cultivated in the village 
jure paddy, groundnut, chilly and arhar. The 
village has only five tube wells which can 
irrigate 30 to 40 acres of land. Since 
agriculture is dependent primarily on rainfall, 
? Jt is a single crop village. 

Gaontias were the traditional hereditary 
chiefs of the village from time immemorial. 
A majority of them were tribals. The colonial 
government settled the land revenue of the 
village in their name. The gaontias were 
designated as the revenue collectors 
(tnaiguzars) of the village. Twenty-five per 
cent of the total cultivable land of the village 
was given to them as revenue-free ( bhogra) 

: for their services to the colonial government. 
Tenants in these gaontiai villages had only 
Occupancy rights over the land. The 
proprietary right over the land was with the 
gaontia. Besides revenue-free bhogra land, 
the gaontias acquired hundred acres of rayati 
tend. They had a monopoly over land of the 
tat quality. The gaontias had right to grant 
[ Wasteland to tenants who brought it under 
[ cultivation. Moreover, it was mandatory for 
tenants in these villages to give free labour 


tor oiMvttidft tte 

gaontiai system under the British became 
a exploitative one. Its worst victims werethe 
tribals. Tribal gaontias were replaced by 
caste Hindus like Kultas and Agharias. They 
brought their own caste groups and granted 
new lands. The gaontiai system was 
abolished in 1952. But these cx-gaontia 
households still own hundreds of acres of 
land. 

in Salheona daily wage rate for a male 
agricultural labourer is Rs 25 and for a 
female labourer Rs 20. These rates are much 
below those Fixed by the Madhya Pradesh 
government - Rs 35 for male worker and 
Rs 30 for female worker. The kamia labourers 
employed yearly are paid 2 tambis (equal 
to 2 kg) of paddy. The market rate for 2 kg 
of paddy is Rs 7. The kamias cultivate one 
acre hog land given by their employers. 
Bullocks and plough are also provided by 
them. Work is available only for two to three 
months in a year. During drought and famine 
the labourers migrate to the irrigated tracts 
of Baragarh district in Orissa to work in the 
paddy fields and in rice mills. They also 
migrate to Gorakhpur in Uttar Pradesh to 
work as brick-makers. As the forest is at a 
considerable distance from the village, it is 
difficult for them to get firewood and other 
forest produce. 

In Salheona village, all the 570 SC and 
ST households are agricultural labourers 
and only a few SCs/STs own land. The land 
owned by these households is, however, 
insufficient to support their families. 
Incidentally, SCs are not preferred by 
landowning castes for employment as kamia 
labourers due to their low social status. Thus, 
the landowning Agharias, and the Agarwals 
and t)|p Telis wbo deal In paddy trade and 
own provision stores,wield immense control 
over the SC and ST population of the village. 
The landowning castes provide employment 
and the Agarwal and Teli shopkeepers 
provide ration on credit. 

1994 Panchayat Elections 

In 1994 panchayat election four women 
candidates contested elections for the post 
of sarpanch. All these women were from 
Saora tribe. Draupadi Bai (BJP) secured 254 
votes and won the election, defeating her 
nearest rival, Chameli Bai (Congress), by a 
margin of 47 votes. Other candidates in the 
fray for the sarpanch post included Dharmini 
Bai (Congress) who got 137 votes and Bunda 
Bai (Congress) with 87 votes. 

Ram Kumar Patel (BJP) in his early 20s 
from Agharia caste got elected as upa- 
sarpanch. Other 12 were elected as members. 
Out of 14 elected members of the panchayat, 
5 were women and 9 men. Again out of the 
9electcd male members 4 were STs, 4 OBCs 
and, 1 SC. 


. Dr*i|»diBai 4s 

family has six members: husband (60), 
married son (27). daughter-ip-Iaw and two 
grandchildren. Draupadi Bai runs a small tea 
stall in the village. Her son owns a cycle 
repair shop. The family has 75 decimals of 
land. Though Draupadi had no formal 
schooling, she can read and write Oriya. In 
Sarangarh, it is customary for Laria- and 
Oriya-speaking women to jointly hire a 
learned teacher to teach them Oriya. This 
informal school is known as chatsali. It 
takes three to four months for them to learn 
how to read and write Oriya. When they are 
able to read religious and mythological books 
in Oriya, the teaching ends. The reason 
being that women are supposed to read only 
religious and mythological books like Oriya 
Ramayana, Bhagvad Gita, Mahabharata and 
Haribansh. The month of Kartik (November) 
is regarded as an auspicious month for the 
Oriyas. Women read the sacred Kartik Puran. 
In the summer season rural men and women 
of Sarangarh, sitting under a mango grove, 
often read religious books and have 
discussions among themselves. Generally, 
women are supposed to read in these 
instances. In many cases, the women explain 
in Laria language. The Saoras are ranked 
higher in social status in comparison to other 
tribals of the region. 


Table: Caste/Tribe Household, Legal Status 
and Their Occupation in Salheona 


Caste/ 

Tribe 

No of 
house¬ 
holds 

Legal 

status 

Occupation 

Saora 

280 

ST 

Agricultural 

labourer 

Gandha 

200 

SC 

Agricultural 

labourer 

Agharia 

100 

OBC 

Peasant 

Sahis/ 

Ghasia 

60 

SC 

Agricultural 

labourer 

Panika 

25 

OBC 

Weaver 

Rawat/ 

Gaud 

25 

OBC 

Small peasant/ 
agricultural 
labourer/ 
cattle grazer 

Keont 

15 

OBC 

Mudhi (puffed 
rice) frir 

Kalhor 

10 

OBC 

Peasant 

Dhobi 

12 

SC 

Washerman 

Sahu/teli* 12 

OBC 

Petty trader, 
shopkeeper 

Kuda 

8 

ST 

Agricultural 

labourer 

Chamar 

6 

SC 

Agricultural 

labourer 

> 

! 

* 

4 

General 

Paddy trader/ 
shopkeeper 

Gond 

4 

ST 

Agricultural 

labourer 

Nai 

3 

OBC 

Baiter 

Panigrahi 

•1 

General 

Village priest 


Note: This table is based on priraaiy data collected 
from the village. 

* Immigrants to the village. 
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Oriya 

(pot-maker) teacher. She read* Oriya 
religious books. Since Hindi is the official 
language of Madhya Pradesh, she has learnt 
how to sign in Hindi Ram Charan Patel 
(BJP) of Dhobanipali village, the former 
sarpanch of the. pachayat says, "Draupadi 
Bai does not believe in any party politics 
She has no party affiliations ” She says that 
political parties are like beggars “The'Phul 
Chhap’ (BJP) and' Panjha Chhap’ (Congress) 
beg us for votes How can we deny them 7 ” 
She has to be in the good books of both the 
parties 

Mahesh Agarwal (42) is an active Congress 
worker About 80 years ago his parents 
migrated to Sanya in Raigarh from Haryana 
Mahesh passed the HSC examination from 
Sanyaschoolm 1977 andjoined the Congress 
Party He has five brothers and three sisters 
All his brothers are in business. They own 
a nee mill, a saw mill, a grocery shop, a 
medicine store and a sweet stall at Sanya 
and Baragarh m Onssa Mahesh migrated 
tram Sanya in 1990 to Salheona and opened 
a grocery shop He mamed an Agarwal girl 
trom Raipur m 1986 and has three daughters 
from her He has had an extra-marital 
relationship with a Hanjan (Ghasi) girl from 
Raipur In Salheona village he had employed 
a tcenaged tribal girl, Bunda Bai, as a 
maidservant When she became pregnant, he 
kept her as his second wife without any 
formal marriage He has a daughter from 
Bunda Bai 

Mahesh Agarwal has an unsavoury 
reputation in the region He is an alcoholic 
and is fond of women He was not able to 
run his grocery shop He wanted to gel 
Bunda Bai elected as sarpanch so as to 
control the resources of the panchayat by 
proxy Bunda Bai who is hardly 17 years 
old, contested election for the post of sarpanch 
and lost Since then Mahesh Agarwal was 
looking tor any opportunity to influence the 
running of the panchayat He tned to find 
fault with the working of Draupadi Bai He 
befriended Saukila! Ntshad, an elected panch 
member and BJP supporter Mahesh Agarwal 
through Ins powerful local connections 
helped Saukilal to get the school building 
construction contract 

According to the BDO of Sanya block, 
every panchayat has to call four chaupal 
meetings (gram sabha) in an year Salheona 
panchayat had already held four chaupal 
meetings earlier The meeting on November 
19, 1995 was called to celebrate the birth 
anniversary of late pnme minister Indira 
Gandhi. The meeting began around 12 noon. 
About 70 to 80 persons attended the meeting, 
of which 2 were elected women members 
The meeting started with a homage to the 
late pnme minister Later Tialsi Patel, the 
janapad member, read out the various 
programmes of the government. Mahesh 


Afarfttfl discussed aevcod proW^s of the 
Salheona panchayat. The issues raised dealt 
with utilisation of funds in IRDP, Gramm 
Awas Yojana, Indira Awas Yojana, and lease 
of panchayat pond He had several complaints 
against the sarpanch, Draupadi Bai, and the 
panchayat secretary, Manabodh Sidar 
In the middle of the session they brought 
liquor to the meeting place and continued 
their drinking spree Mahesh and his 
supporters wanted details of the panchayat 
budget They wanted to see the register of 
the panchayat and the detailed income and 
expenditure account from August 20,1994 
to November 19, 1995 Mahesh Agarwal. 
Saukilal Nisad and their supporters came to 
the meeting inebriated Their demands/ 
allegations were 1 ‘Anganbadi karyakarta 
ko hatao’ (remove the anganbadi worker) 

2 The kendra pathak (teacher), Kusum Patel, 
be transferred, 3 The sarpanch (Draupadi 
Bai) took a bribe of Rs 3,000 from the jan 
swasthya rakshak (health inspector) tm 
appointment, 4 A new jan swasthya rales Irak 
(health inspector) be appointed, and 5 The 
sarpanch leased the purana talah (pond), 
having a total surface area of four acres, on 
a 10-year contract lorRs 10,000 to Asharam 
Sidar, of Hardi village Sidar is the brother- 
in-law of panchayat secretary Manabodh 
Sidar and the contract was awarded without 
the recommendation of the gram sabha Why 
was it given to Sidar when there were other 
applicants like Ram Ratan Sidar (ST) from 
Salheona 7 As per the rules, the sarpanch has 
the right to lease a fishing pond less than 
10 acres only on the recommendation of the 
gram sabha Any pond more than 10 acies 
area falls within the jurisdiction of the janapad 
panchayat tor giving on contract 
Mahesh Agarwal, Saukilal Nisad and their 
supporters vociferously insisted that it the 
sarpanch was not able to give a satisfactory 
account, she must resign Otherwise all the 
elected members would tender their 
resignations Babulal Patel (BJP), a member 
said, "Villagers have no nght to ask lor the 
resignation of the sarpanch ” All members 
except two BJP members gave in their 
resignations to the sarpanch Draupadi Bai 
refused to accept the resignations Mahesh 
and his supporters were annoyed They did 
not allow the sarpanch and the secretary to 
leave the meeting However, the secretary 
was allowed to make a call to the BDO, R 
S Singh, the panchayat inspector, A Khaklo, 
and the vice-president of the district pan 
chayat, Jagannath Pamgrahi They reached 
Salheona by 1030 pm. As the situation 
remained tense, the panchayat secretary left 
the meeting by midnight on the pretext ot 
bringing the register of the panchayat The 
vice-president also left for Sanya 
Mahesh Agarwal, Saukilal Nisad and their 
supporters were adamant and kept up their 
demands The lady sarpanch tned to leave 


the place at the lata hour, Mahesh Agarwal 
and Saukilal Nisad pulled her hand and her 
san fell This happened before the BDO and 
the panchayat inspectoral! was past 2 ant 
The BDO seized all the panchayat registers. 

Forty-eight hours after the incidents on 
November 21, 1995, Draupadi Bai* in 
consultations with Jagannath Pamgrahi, filed 
an FIR at the Sanya police station Later, 
the BJP, workers gheraoed the Raigarh 
distnctcollector's office, and the BDOofliOe 
at Barmkela Draupadi Bai was requested by 
the BJP to lead the rally. Draupadi joined 
the BJP sponsored rally BJP wanted to 
extract political mileage in view of the 
forthcoming Lok Sabha elections 

Since the lady sarpanch’s name is 
Draupadi. the Salheona incidence has been 
linked to the stripping of Draupadi by 
Dusshasan and Duryodhan in the epic, 
Mahahharata This was done with an eye 
to arouse the religious sentiments of the 
adivasis, the hanjans and the dalits The two 
main accused in the incident, Mahesh 
Agarwal, a Congress worker, and Saukilal 
Nisad, who was earlier a BJP supportet and 
is now a supporter of the Congress, arc being 
equated with the mythological characters, 
Duryodhan and Dusshasan The Salheona 
gram sabha is being compared with the Kuru 
S&bh&ot Mahahharata The January 3,1996 
issue of Datnik Bhaskar . a Hindi daily, 
published from Bilaspur leported that the 
Madhya Pradesh BJP secretary and the former 
MP of Raigarh, Nandkumar Sahay, and 
district panchayat vice-president, Jagannath 
Pamgrahi, called for a Hindu Jana Jagaran 
Manch to make the people aware ot their 
rights The rally planned to proceed from 
Salheona to Latbore in Jashpur Nagar 
covering the entire Raigarh district They 
also planned to organise public meetings tU 
Gharghoda, Kudumkcla Dharmjayagarh, 
Rajpur, Lailunga, Pathalgaon, Ludeg, 
Kansbela, Mahadevdand, Bagicha, Duldula. 
Manora, Jashpumagar, Duldula kunkuri and 
Latbore during January M0, 1996 Rohit 
Kumar Saha (Congress) of Bade Nabapara 
village and district representative ot 
Sarangarh said, “Since the village Salheona 
is within the Lok Sabha constituency ot 
Madhya Pradesh Congress president, 
Parasram Bhardwaj, the BJP wanted to make 
it a political issue” 

Torturl os an U pa-Sarpanch 

Village Profile Karki village is in the 
Chhatarpur district ot Madhya Pradesh The 
district came to limelight m 1972, when 
Jayaprakash Naratn with the help ot the then 
chief minister, P C Sethi, persuaded notorious 1 
dacoit leaders like Murat Singh, Mom Ram 
Sahat, and Puraj Singh to surrender to the 
government The histone Khajuraho group 
of temples known tor their exquisite carvings 
architecture and an international tounst 
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of Ghinochi gram panchayat till 
SW3. In 1994, Karki, Gochipura, Gotha, 
pWad Bamnera villages were separated from 
i|$ie Ghinochi panchayat to form the Karki 
£|pnuii panchayat. Karki panchayat has 375 
■Voters. The panchayat is under the 
Badamalhera janapad vikas khand (block 
development area). 

The village has four temples, two dedicated 
to Shankar and one each to Hanuman and 
Devi. All castes, including the chamars, are 
allowed to enter the temples of Shankar and 
Devi. But only the brahmins have the right 
to offer prayers in the Hanuman temple. The 
village has One primary school. Of the 40 
students in the school, 15 are from 
neighbouring Gorha village. The village has 
two government wells, one for harijans and 
the other for the upper castes. 

Karki has 73 households: 45 OBCs, 26 
SCs, and 2 other castes. The village has in 
all about 400 inhabitants. Among the OBCs, 
yadavs are in a majority, all the SC households 
are chamars. In the other caste category, one 
household is that of a brahmin, the other of 
athakur (Rajput). Break-up for the first two 
categories is as follows: 30 yadavs, 26 
, chamars, 4 each pal and lohar (blacksmith), 
nai (barber) 3, One each of thakur, brahmin, 

: namdeo(darzi), kumbhar (pot-maker) badhai 
(carpenter) and dhimar (fisherman). 

The village has 500 acres of cultivable 
land. It is irrigated for just three months, 
from November to January, from a small 
dam nearby. The village land is fertile. The 
main crops grown are wheat, soyabean, til, 
urad and paddy. The daily wages for a male 
agricultural labourer are Rs 30 and for a 
female worker Rs 25 only. Exchange labour 
is practised among small and medium 
landowning peasant households. In this type 
of arrangement, the employers do not pay 
wages to their employees. Instead they 
, promise to support the latter in times of need. 

All the 73 households of Karki own land. 
However, the yadavs are the major 
’ landowning caste in the village. Asharam 
Yadav who owns 60 acres of land is the 
biggest landowner in the village. He also has 
. a substantial cattle stock and supplies milk 
to the tea and sweet stalls in the nearby 
Badamalhera village. 

What Happened? 

In the 1994 panchayat elections, Asharam 
. Yadav contested for the post of sarpanch. 

. He had the support of Uma Yadav, the local 
’v' Congress (!) MLA. Uma supported him as 
, they both belong to the same caste. 

Noneju Saraf Daulat Singh of thakur 
,(Rajput) caste of neighbouring Gochipura 
. village also contested for the sarpanch post. 
He also owns 60 acres of land. He is the 
. Congress leader of the panchayat. He was 
earlier elected sarpanch for two consecutive 


his four brothers have^^!%^hhrM|«r 
district almost all theupper caste rich peasants 
own rifles. Noneju has two wives and is 
reported to have had extra-marital relations 
with several women from backward castes 
like ahir, lodh, nai and yadav. 

Asharam Yadav had the support of all the 
castes of Karki village except the chamars. 
The chamars supported Noneju. Asharam 
Yadav lost the election by a margin of 70 
votes. The yadav, brahmin and thakurleaders 
of Karki village were annoyed since their 
candidate lost the election to Noneju who 
was from a relatively smaller village as 
compared to Karki. Laiit Prasad Tiwari, 
head of the sole brahmin household and in 
his late40s, is considered th t mukhia (village 
headman) by all the castes. All consultTiwari 
in case of intrafamily disputes. They seldom 
approach the village panchayat. All castes 
respect Tiwari*s verdict. His father was also 
mukhia of the village. He has four brothers. 
One of his brothers is employed as a gram 
sahayak (village assistant) at the 
Badamalhera block development office. 
Tiwari did not oppose Noneju directly in the 
sarpanch election. For the upa-sarpanch he 
pushed the post candidature of Matadin 
Yadav. He asked all the influential voters 
including Sarman Ahirbar to take an oath 
in front of the Hanuman idol not to oppose 
Matadin Yadav. 

Noneju knew that Tiwari had organised 
all voters of Karki to oppose him in the 
election. So he wanted someone close to him 
as upa-sarpanch. He did not prefer anybody 
from his own village, because other villagers 
will be annoyed. He chose Sarman Ahirbar 
of Karki village to contest as upa-sarpanch. 
Since Sarman Ahirbar had support of Noneju, 
he won the election though by a margin of 
just 1 vote. Sarman Ahirbar got 6 votes and 
Matadin Yadav 5. For the upa-sarpanch post 
only the elected panches have a right to 
contest the election. The yadav and brahmin 
youths of the village were upset and angry. 
They wanted to get even with him for 
defeating their candidate in the election. 
Caste is still a dominant factor in this part 
of India and forms the basis for giving party 
tickets, and mobilising political support and 
voters in different elections. 

Sarman Ahirbar is in his early 50s. He 
belongs to the chamar caste. He commands 
a lot of respect among the members of his 
community. He has three sons and one 
daughter. All his children are married. He 
owns 12 acres of land; he is the biggest SC 
landowner in Karki panchayat. Earlier he 
was a panch for 15 years. Although he has 
no formal schooling, he learnt how to sign 
his name by attending the district literacy 
campaign programme. Since Sarman Ahiibar 
is a supporter of the Congress Party, he has 
good contacts with Noneju Singh. 
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ThniiMNifhi ifar tin iiiinfililual nhHfkaii 
four youths of Karki vilfogfe - Dayaram 
Yadav, Laxman Yadav, Bhagirath Yadav 
and Haricharan Tiwari - brought Sarman 
Ahirbar to the main centre of the village. 
(Sarman Ahirbar's house is about 1 km away 
from main habitation of Karki.) Dayaram 
Yadav is son of Matadin Yadav who lost 
the election for the upa-sarpanch post to 
Sarman Ahiibar. Haricharan Tiwari is the 
brother of Laiit Prasad Tiwari, the mukhia 
of Karki village. They tied Sarman’s hands 
with a stick in,the cross position and poured 
molasses on his head. The sweet molasses 
attracted black ants and he was viciously 
bitten. To add insult to injury, he was paraded 
around the village for an hour. Helpless and 
humiliated, Sarman thought he would die. 
No one came to his rescue. Later, an old man 
intervened firmly, and he was released. 
Sarman rushed to Noneju Singh, the 
sarpanch. The next day Noneju took him to 
the Badamalhera police station and filed an 
FIR. The accused were arrested. The 
administration filed the case at the district 
sub-judge court, Chhatarpur. The 
administration provided legal support 
through the public prosecutor. The accused 
incurred an expenditure of about Rs 40,000 
towards lawyer’s fees, etc. The collector 
sanctioned Rs 1000 as compensation from 
the harijan welfare department fund. But 
Sarman got only Rs 800. He had to give Rs 
200 as bribe to the concerned officials to 
release the amount. 

The collector provided three policemen to 
Sarman Ahirbar for his security even when 
Ahirbar did not need them. The security 
personnel ultimately turned out to be a 
liability rather than help. They belonged to 
the thakur, yadav and kurmi communities. 
The policemen stayed in his house for two 
months and became a nuisance. Their 
demands included proper living 
arrangements and food. Sarman spent Rs 
2000 on the policemen. Every day he had 
to give them flour^ firewood, ghee (250 
grams daily, the market rate of which is Rs 
25) and vegetables. Fed upof their demands, 
Sarman requested the collector to remove 
his security personnel from his house. Noneju 
thought if the conflict continues he may lose 
his popularity and votes. He thus persuaded 
Sarman to sign an agreement with the 
accused. The agreement was signed on 
October 12, 1995. The court case was 
dismissed. 

How can a low-caste upa-sarpanch who 
is entirely dependent on a high-caste sarpanch 
for his election, office and survival function 
in the new panchayati system? In spite of 
transfer of power to gram panchayats and 
reservation of seats for women and back ward 
castes in these local bodies, the traditional 
upper-caste hold is still strong. Thedommant 
castes act as parallel decision-making 
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organisations in all matters of the village. 
Villagers approach upper-caste leaders in 
case of intrafamily disputes and other 
conflicts instead of taking their troubles to 
the gram panchayat. National political parties 
use the caste card to control voters at the 
grass roots level. The practice of upper castes 
(brahmin/thakur) influencing the choice of 
candidates for panchayat elections and the 
voting pattern in favour of their candidates 
is still prevalent in Karki. 

Dalit Beaten Up 

Village Profile: Barbatpur village is in 
Raisen district. The village was constituted 
into a gram panchayat comprising of four 
other villages, Khoa, Borda, Saontar and 
Saontar Society, in 1994. These villages 
were separated from the erstwhile Chiklod 
Kalan gram panchayat of Abdulaganj 
janapad vikas mandat (block development 
area). Its sarpanch post is reserved for STs 
since they arc in a majority. But in Barbatpur 
village the upper-caste thakurs (Rajputs) arc 
in a majority followed by chamars and gonds. 

The village has 96 households with a 
population of 1,200. Of these, 52 households 
belong to the upper castes, 23 to SCs, 11 
to OBCs, and 10 to STs. In the upper-caste 
category, the Thakurs arc 50, and Brahmin 
and Desbandhu one each. In the SC category, 
20 are jatav (chamar) households and 3 
varodc (drumbeater) households. In the OBC 
category, 4 households are kusbahs, 3 
viswakatma (blacksmith), 3 ahir, and 1 each 
nai (barber) and kumbhar (pot-maker). 

The Thakurs are the landowning caste in 
the village. One Thakur household owns as 
much as 70 acres of land and happens to be 
the biggest landowning household of the 
village. Of the 33 SC and ST households 
in the village, only 4 have some land. All 
these SC and ST households are employed 
as agricultural labourers by the landowning 
thakurs. The village is close to the forest. 
Hence, almost all SC households have najaiz 
(illegal) possession of forest land under 
cultivation. 

The main crops m ihe area are wheat, 
soyabean, masur, chana and paddy. The 
village has no irrigation facilities. 
Agricultural labour gets work only for two 
to three months in a year. The daily wages 
for a male agricultural labourer are Rs 25 
and for a female worker Rs 20, which is 
much below the rate fixed by the MP 
government. 

The village has one primary school. The 
school building which was built in 1988 is 
m a bad shape. It has no roof. The walls are 
broken. There are no benches for the students, 
and they sit on the floor under the open sky. 
It is not safe for the children to study in the 
school. Most of the students are overaged 
for their respecti ve classes. There is only one 
teacher to teach the 82 students admitted to 


the jchoftl. The distribution of students on 
the basis of caste is: 41 upper castes, 13 
OBCs, 23 SCs and 5 STs. There are 44 boys 
and 38 girls. 

Thakurs and chamars in Barbatpur village 
play dice and many a time fights break out 
after the game. Playing dice on Diwali night 
is a tradition. On October 23,1995, a Diwali 
night, Dhan Singh (brother of SC panch 
member. Manulal) and Aijun Singh, a young 
thakur in his early 30s, had a quarrel after 
playing dice. Dhan Singh attacked Aijun 
Singh with an axe, badly hurting him. Arjun 
filed an FIR at the Chiklod Kalan Police 
chauki (outpost). Dhan Singh fled into the 
torest. The police was sent in search of him 
It was learnt that Dhan Singh’s brother, 
Manulal Jatav. was providing him food, in 
his hiding in the torest. Criminal cases were 
filed in Dhan Singh’s name in Abdulaganj 
police station which are still pending. He 
also had 4 acres of najaiz (illegal) land under 
cultivation. 

Dhan Singh had a bad name in the village. 
Many young girls and married women have 
been reported to have been victims of his 
sexual exploits. Once he ran away with a 
14-year old Thakur girl (Kalu Bai) to Nagpur. 
It is not clear whether he eloped with the 
girl or the girl’s lather 'sold' her to Dhan 
Singh. The girl’s sagai (engagement) had 
already been held. Earlier, in February 1995, 
her father, Babulal Singh, had 'sold’ his 
elder daughter (Sunita Bai) for Rs 10,000. 
She was already married to one Gopal Singh 
of Karana village, 102 km away from 
Barbatpur village. Sunita relumed to her 
parents house after a few months of her 
marriage. Her lather then arranged lor her 
second marriage and this time look a raquam 
of Rs 5,000. The raquam is paid by the 
bridegroom’s family to the parents ot bride 
in form of gold, silver and money to meet 
the marriage expenses. In many cases this 
tradition is misused by bndes parents. Sunita 
did not return to her former husband’s house. 
Gopal Singh filed an FIR at local police 
station stating that his wife was missing. 

The collector of Raisen district, D S Rat, 
called a mahila jagriti sibir (women's 
awareness building camp) on November 9, 
1995 at Saontar Society. Manulal Jatav, a 
panch member of Barbatpur village, was 
invited to the meeting. The meeting started 
around 2 pm. Nearly 150 persons attended 
the meeting, ot which half were women. The 
collector enquired about the problems the 
panchayats were facing. Arjun Singh 
submitted a petition to the collector staling 
that he was beaten up by Dhan Singh. The 
collector made enquines about Dhan Singh. 
The police inspector informed the gathering 
that Dhan Singh’s brother, Manulal. was 
present in the meeting. The collector asked 
Manulal about his brother’s whereabouts. 
Manulal denied any knowledge of him. He 


said that he had not taken any (Aeto (contract) 
of his brother. S S Ahmad, a local BJP 
worker of Chiklod Kalan village, alleged 
that Manulal's reply to the collector was 
haughty and arrogant. The collector treated 
this as a misbehaviour. He reportedly told 
the police inspector, " Maro sale ko" (beat 
him). The word % sala’ literally means wife’s 
brother. However, since the people on the 
girls’ side are considered lower in status in 
comparison to the boys’ side, the word 'sale* 
in north India is used to denigrate another 
person. The word has an abusive connotation. 

The police started beating Manulal. 
mercilessly. Shanti Bai an elected janapad 
member from Chiklod Kalan village, 
reminded the collector that Manulal was a 
member of the panchayat and requested him 
to stop beating him. The collector then 
directed the police to stop the beating. 

Manulal’s right hand got fractured. He 
was unable to do any work. The police 
chauki (outpost) ai Chiklod Kalan did not: 
allow him to go outside the village. The local. 
MP Shiv Raj Singh Chauhan (BJP) came to 
know about the incident alter a lapse of four 
days. He took Manulal to the Abdulganj’ 
police station and filed an FIR. The police 
was, however, reluctant to file the FIR! 
because the collector was involved Manulal j 
then filed a case with the Human Rights { 
Commission. ] 

Manulal was a Congress worker and got' 
elected as a panchayat member on a Congress i 
ticket However, since the BJP workers came ■ 
to his rescue when he was beaten up and| 
humiliated, he now supports the BJP. Surcsh i 
Kushbah of Chiklod Kalan village said, "BJP; 
workers are now giving support to Manulal 
in order to project themselves as the saviours 
of Hanjans Here Hanjans were traditionally 
voting lor Congress’*. 

Manulal’s wife is sutiering from chronic 
illness. His 17-year old daughter is married. 
His son is just 12 years. He says he has no 
other source ol income He has no money 
to take on the collector The hanjans of 
Barbatpur village say they are bei ng harassed 
by government officials at the colleciorate, 
tehsil and block development levels. The 
tehsildar fines the hanjans who have najaiz 
(not legally owned) land under cultivation. 

The collector visited Barbatpur and 
Chiklod Kalan villages after the case was 
filed with the Human Rights Commission 
and asked the people not to appear as 
witnesses in favour of Manulal. People are 
frightened to comment on the issue They 
arc afraid of being harassed by the collector. 

Manulal has 2 acres of najatz (not legally 
owned) land. Two cases were earlier filed 
against him at Abdulaganj police station 
One case was related to dispute over land. 
The other case pertained to consumption of 
liquor in a public place. Manulal says 
policemen atChiklod Kalan chauki (outpost) 

i 
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F rtttd Rt 250 from him about two years 
cm this count 

Gang Rap r or Mahila Sarpanc ii 


t According to newspaper reports, Kusum 
Bm ,an OBC woman sarpanch of Gujjarkhedi 
panchayat in Khandwa district ot 
Madhya Pradesh, was gang raped by tour 
men on the night of August 22, 1994 The 
alleged included Manak, Deochan, Narayan 
and Jagdish (Jalam) They thieatened to kill 
Ghanshyam, the Sarpanch’s husband if he 
resisted his wife’s rape They held the 
husband and one by one raped the woman 
Later they released the couple and thieatened 
with dire consequences it they tried to report 
the matter to the police Kusum Bai did not 
lodge a complaint with the police 
The incident, however, had totally 
traumatised her and two days later on August 
24,1994, she consumed poison Fortunately 
she survived this suicide attempt In her 
statement made in the hospital, she said that 
unable to bear the thought ot facing the 
world after her gross violation she had 
decided to commit suicide 
/ Village Setting Gujjarkhedi gram 
panchayat is situated in the bast Ni mar district 
Ot Madhya Ptadesh It is 70 kms away trom 
the district headquarters town ot Khandwa 
The panchayat consists of thicc villages 
Gujjarkhedi Nandiakhedi and Junapani and 
is part ot Punasa fanapad (bloc k) pancha> at 
Punasa is divided into 74 gram panchayats 
end 24 wards 

Gujjarkhedi gram panchayat has 249 
households Ot these, 157 aie in Gujjarkhedi 
village 54 in Nandiakhedi and 38 in 
Junapani The caste/ti ibe composition o( the 
households is as follows 136 (5461 per 
cent)OBC,64(25 70percent)S3 37(14 85 
per cent) SC and 12 (4 81 pci cent) other 
castes Thus the OBC arc in a majonty 
followed by S3 s and SCs in the Gujjaikhcdi 
panchayat Among the OBC s the gujjai s ate 
in a majonty tollowed by banjaius The 
tflbals are mainly lodha korku bhil nahal 
and loda The raipuis and gupais arc the 
main landowning < astes in this panchayat 
he Gujjarkhedi village has a population ot 
1,200 Ot these 86 households belong to 
QBCs, 30 to S3 s *7 to SCs and 4 to other 
castes In the 1994 elections the sarpanch s 
post ot Gujiaikhedi panchayat has been 
reserved toi women (OBC) 

The land distribution among the various 
castes is highly inequable Out ot the 67 SC 
and ST households 49 are landless The 
land owned by the remaining 18 SC and ST 
households is vet y nominal, langinganything 
between I to 2 acres 3hus members ot all 
the 67 SC and ST households work as 
agricultuial lahourets, either to earn a living 
pr supplement to their lamily incomes 
1 the daily wage paid to an agricultural 
labour is only Rs 20 much below the MP 


government rate Work is available only for 
four months in an year The yearly contract 
labourers {naukats) are paid Rs 4,000 and 
provided lodging by their employers Out 
of the 86 OBC households, 5 have less than 
5 acres of land There are atleast 10 to 15 
households which own 40-50 acres of land 
The erstwhile malgu/ar (revenue collector), 
who belongs to a rajput family owns more 
that 350 acres of land The family also has 
onetractor The crops cultivated in the village 
are cotton, wheat at hat ttiasur and dtana 
Boring wells owned by all the rich peasants, 
are the mam source ot irrigation The village 
has a primary and a middle school The total 
number ot students admitted in both schools 
is 199 

1 n 1994 pane hay at elections 4 OBC women 
contested for the sat panch’s post I wo were 
Irom Gujjarkhedi and one each from 
Nandiakhedi and Junapani villages Kusum 
Bai ot Gunarkhcdi village won the election 
She had the support ot the local MLA Rana 
Raghurai Singh Tomar ot the BJP 

Kusum Bai is in her early 30\ Her family 
owns 25 dues ot land She got married at 
an early age ol 15 She has a son and a 
daughter She is illiterate and learnt how to 
sign hei name from her school going 
daughter 

Lvcn today child marriage is picvaluit 
among the gujjars ol Nimar legion Parents 
Iix the marriage of a newborn child 
immediately altei itshiith This negotiation 
is known as \agai The boy s parents send 
presents dress and ornaments-to the girl s 
parents When the git I attains the age ot 14 
ot 15 the actual marriage takes place In 
many cases the girls aie marnct! off even 
betoie they attain puberty Gencially both 
the bride and the groom belong to the same 
age gioup According to gujjar custom 
newly married women ictum to then parents 
place altei staying toi a lew months in then 
in laws s house In the initial lew years of 
their marriage both the hi ide and hi idegroom 
handle many problems The boys are not 
mature enough to lace the situation The 
gu Is tend to get involved with men generally 
trom their own taste gi oup or close relatives 
In many cases the close relatives exploit 
them sexually If the girl s in-laws come to 
know ot her extra marital affair they do not 
accept her In many cases the girl s parents 
themselves do not allow her to go to her in 
laws house 3 hey arrange tor her second 
marriage known as natta According to 
custom the girl s parents get taqitam (pre¬ 
sents in the lorm ot money and ornaments) 
irom the bridegioom \ family In some 
instances paicnts have arranged natta 
marriages tor their daughters eight to nine 
times In some cases influential gujjar leaders 
and youths exploit young married women, 
from poor families, both physically and 
mentally Many a times they do not allow 


these young women to go to their m-taw’s 
house These local bosses arrange natra for 
them and take taquarn from the bndegnxuns 
Sometimes they take raquam from as many 
as two to three bridegrooms for the same 
bnde They do not even pay bride pnee to 
the parents of the girl Parents who have five 
to six daughters and do not have enough land 
to support their families misuse the natra 
marriage system to earn money The rale ot 
taquam to be paid is decided by (he bride s 
parents and elders There is no legal divorce 
in natra marriage In some cases the bnde 
takes the children from her first marnage 
along with her Thus the gujjar women in 
this place arc exploited both by then in-laws 
patents relatives and then caste leaders 

Sarpanch Kusum Bai s hi other Govmda 
tell in love with a 17 year old married gujjar 
woman BasantaBai She was slaying in her 
mother s house at Gujjarkhedi village 1 wo 
months alter panchayat elections Basanta 
Bai went to hei sister s house in Sanahai 
in the neighbouring West Nimai distuct 
horn where Govinda eloped with her to 
Indore At ter three days her mothci Santa 
Bai tiled an FIR at the Sanabat police station 
Basanta Bai returned to Sanabal after two 
months NarayanDnde Manak Patel Jagdish 
Sad and Deochan Sad - the loui who 
committed this icptchcnsible unne told 
Kusum Bai and hei husband Ghanshyam 
Patel that since Basanta Bai stayed aw \y lor 
two months with Govinda at Indore her 
husband would not accept hei So Govmda 
must give Rs 15 (XX) to the girl s molhu 
Also Basanta Bai s silver ornaments were 
sold by Govinda and these must be replaced 
Kusum Bai was not icady to pay sue h i huge 
sum of money Both the patties decided to 
consult their caste leader and a respectable 
Congress leader ot Nimai Khedi area 
Narayan Patel 

Along with Kusum Bar ind her husband 
Manak Patel Narayan Dodc lagdish Sad 
and Deochan Sad proceeded to San.ibat on 
August 22 1994 by three motorcycles in the 
moi ning Their agenda was to withdraw the 
FIR filed by Basanta Bai s inotliei at Sanabal 
police station and finalise the amount to be 
paid by Kusum Bai 

After consultations with their caste leader 
(no one was willing to tell us what transpired 
in these meetings! they left for their home 
village Gujjarkhedi around 8 30 pm Both 
Narayan Dixie and Manak Patel were drunk 
Ghanshyam Patel was riding his motorcycle 
with his wrtc Kusum Bai behind him Near 
Atut village Narayan Dodeand Manak Patel 
asked Ghanshyam Patel to stop the 
motorcycle All the tour raped Kusum Bai 
in front ot her husband and threatened to 
kill him tf he informed the police Naiayan 
Dode is the brother-in law or Kusum Bai 
Manak Patel is her uncle Jagdish and 
Deochan are her neighbours They all belong 
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to tar own caste* In the sfcrpaftch election 
Kusum Bai defeated Radhi Bat ot 
Gujjarkhedi village Radhi Bat's husband 
Jagdish took revenge by raping Kusum Bai 
Dcochan was angry with Kusum Bai because 
it was her brother who eloped with Basanta 
Bai, his niece Manak Patel incidentally is 
an influential Congress leader and is the 
secretary of the Khandwa Distnct Kisan 
Congress Also he is the nephew ot Maru 
Bai the deputy chairperson of Khandwa 
zilla panshad 

1 wo days after the incident, Narayan and 
Manak openly flaunted the tact that they had 
violated the izzat (honour) ot the sarpanch 
The neus spread like a wild tire and the 
whole village came to know of it Unable 
to put up with thi s further humiliation Kusum 
Bai decided to commit suicide by taking 
poison Though she did not succeed her 
situation was serious Jaycndra Singh 1 omar 
the former sarpanch ol the panchayat then 
look her to Punasa primary health centre 
Doctors there referred her to Khandwa 
hospital Citing the reason tor the attempted 
suicide Kusum Bai said Since I could not 
beai the humiliation 1 took poison 
Ghanshyam filed an FIR at the Punasa police 
outpost Narayan Deochan and Jagdish were 
aircsted and put behind bars tor (wo months 
at Khandwa jail The main accused Manak 
Patel had not been arrested by the police 
till the date ol the present investigation It 
was evident that since Kusum Bai did not 
pay Rs 15 000 the amount demanded by 
Narayan Dodt and Manak Patel they wanted 
to teach her a lesson 

III 

Speaking at the Asian Relations Con 
feience in 1946 Mahatma Gandhi said 
pointing to Delhi This is not India You 
people are seeing Delhi - this is not India 
Go to the villages that is India therein lives 
the soul ot India 

But what is the soul ot India today } 
Battered depressed and under stress and 
strain Fxploitation ot all kinds revenge ot 
the mighty the suffering of girls sexual 
exploitation of women before and after 
marriage unquestioned authority ol the upper 
castes obscene poverty and multiple 
deprivation control over means ot 
production by a few - all these crush the 
soul ot India The panchayats today mirror 
the dirt in the village life and its social 
relations Any change m the status quo is 
resisted sometimes violently Reservation 
for scheduled castes scheduled tribes and 
women is accepted in form but seldom in 
substance The weaker sections ot society 
are at the receiving end What Ambcdkar 
said five decades ago holds true even today 
What has happened since then is slate 
intervention through legislative measures to 
bring about social transformation The most 


recent is the 73rd Constitution Amendment 
Act and the corresponding state conformity 
acts 

The happenings in the Madhya Pradesh 
panchayats are test cases ot the limitations 
as well as possibilities of state intervention 
without the necessary concurrent social 
support systems In other words state 
legislations like reservation for scheduled 
castes scheduled tribes, backward classes 
and women are noble ideals For example 
making the local bodies 'institutions of self 
government (article 243 G) is only a 
net essary condition The state has introduced 
changes in governance in a society which 
has not got any long term impact ol sot lal 
reform movements land reforms or the fruits 
ot education The average literacy rate m the 
districts where the case studies were drne 
is only 33 pei cent Heie women s literacy 
is abysmally low at 11 5 per cent 
A convenient way to retain power in the 
hands of traditionally powerful is to put up 
proxy candidates in accordance with the 
letter of the law but keep the control in the 
hands of the dominant castes, landlords 
always men Men are the main actors in 
wards reserved tor women or in panchayats 
even where the sarpanc hes«ure women The 
incapacity of the dominated to assert their 
rights is at the root of the problem in all the 
cases cited in this study 
The case studies reveal that neither the 
respect due to the office or the respect tor 
the human person is accorded in the local 
government system in its present form The 
two case studies involving women brings 
this out glai ingly The elected office is bereft 
ot power Officials who are to guatd the 
dignity of elected persons also succumb to 
local politics and power play Or they are 
not there at all All the case studies illustrate 
a social system which violates the dignity 
ot the individual in public and privately 
The silver lining m this despairing 
situation is that panchayats have all the 
same opened possibilities for bringing to 
surlace most ol the things picviously swept 
under the carpet No moie it is hidden or 
secret Although the gram sabha and gram 
panchayat are hotbeds of manipulative 
politics they provide a democratic lorum to 
grapple with socia 1 and political issues in 
the open Such a lorum is now available foi 
the first time with the constitutional backing 
Here the role ot political parties is crucial 
The cailicr concept ot consensus (in effect 
consent to whatu ci the powerful was saying 
or doing) is giving way to people aligning 
on party lines to call into question every 
iction that is less than transparent It one 
political party becomes protector ot the 
oppressed tor whates ei reason another party 
becomes the guardian of the oppicssor In 
th local situation state politics or national 
le/el ideology is ot little consequence As 


of now, open participation Of political parties 
in the panchayat election* iS the best way 
to challenge the age-old autocracy of caste 
or family 

The mass media communication 
technology and spatial mobility have broken 
the isolation of villages Incidents even m 
remote village panchayats are thrown up 
promptly at the slate and national level The 
new panchayat system, with all its current 
weaknesses has helped to weave the village 
into the hroadei social fabnc 
Both negative and positive factors are 
evident in the four case studies from Madhya 
Pradesh which are typical ol a caste ridden, 
patriarchal backward but awakening 
society With regular elections every five 
years the churning process will continue tit 
these backward areas although the juggernaut 
ot exploitation may take tunc to be brought 
come to a complete halt 

Notes 

1 Ont of the Agarwals took a house on rent from 
a tribal He opened a groceiy shop thtre After 
two years he took possession of that house 
from the tribal paying hnn a very paltry sum 
He construe ted another houst on bt paia (land 
without ownership record) land 

2 Mahila Sarpanch ke saath halaatkaai ’ Vidhan 
Sabha mein hhaanhangaina Sw adesh August 
27 1994 Indore 

Mahila Sarpanch ke saath dushkutya - 
Aaropiyon par sakhati hogi Bhajapa (BJP) 
dwarn sarktr pai aaropiyon ko bachune ka 
aarop Nai Dumui August 27 1994 Indore 
1 Quoted by L Knshniswum Bharathi in the 
constituent assembly deb itc November 22 
1948 


ATTENTION 

Scholars/Readers 

For your requirement of Rare Out 
of Print and New Books and 
government publications on India 
write to or visit 

Prabhu Book Service 
Sadar Bazar 

Gurgaon Haryana 122 001 
India 

Tel on STD 0124 320588 
From Delhi only 8 320588 

Branch Office 
30 Hauz Khas Village 
New Delhi 110 016 
Tel 011 661284 

We are also interested in purchasing 
single books/individual collections/ 
whole libraries of antique/rare books 
Books signed by Mahatma Gandhi 
Jawaharlal Nehru Indira Gandhi 
Rajiv Gandhi Tagore and other 
nationalist leaderss are of special 
interest 
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HINDUSTAN LEVER LIMITED 

flA Company That Cares 

By S. M. Datta 


otmonnwr and business 

The growth of a country'^ trade 
and Industry Is triggered by the rise 
in private consumption which fol¬ 
lows in the wake of economic 
development.The structure and the 
competitiveness of business enter 
prises, too, are deeply influenced 
by the economic stiategy and obj¬ 
ectives of the govcmment.Thte pat¬ 
tern holds true for Indian business¬ 
es as well. 

The First Five Year Plan, laun¬ 
ched in 1951, marked the onset of 
planned economic development in 
India. Over the intervening span of 
45 years, the Indian economy has 
grown at the cumulative average 
rate of 4 per cent, leading to our 
emergence as a modem industrial 
power Had we been able to moder¬ 
ate the high rate of population 
increase, this creditable record of 
sustained growth would have radic¬ 
ally improved the lives of our und¬ 
erprivileged millions 

The First Plan relied more on 
central guidance than upon rigid 
Control It aimed to test several rev 
ource mobilisation mechanisms, as 
well as to establish baseline devel¬ 


opment programmes and the requi¬ 
red administrative infrastructure 
The Plan was an acknowledged suc¬ 
cess as an investment rate of 7 per 
cent resulted In the overage growth 
rate of .5 5 per cent But two of the 
major objectives, namely planned 
outlays and employment genera¬ 
tion, were missed by a wide margin 
Any Incipient concerns, however, 
were swept away by the substantial 
Increases in food production and 
Industrial output. Regrettably, these 
foUures have now become endemic 
to our development process 

Meanwhile, attitudes had harde¬ 
ned at the Centre, leading to the 


pattern of guided, but decentral¬ 
ised, development being displaced 
by the Soviet model of centralised 
planning, which sought to altogeth¬ 
er supplant the market mechanism 
The prevailing mood of arrogant 
euphoria was reflected in the poli¬ 
cy framework which was created 
during that period In hindsight, 
this policy is seen to have pro¬ 
moted the primacy of the public 
sector, to have laid the foundation 
for rigid regulations which lasted 
for over 30 years, and to have creat¬ 
ed a competition-averse economy 
The sustained pursuit of this some¬ 
what flawed development para¬ 
digm has guided the evolution of 
India's business sector into its pre¬ 
sent shape and form. 

A BUSINESS IS BORN 
The birth of Hindustan Lever was 
conditioned by this inward-looking, 
control-oriented policy ambience 
Following prolonged negotiations 
lasting over a year, the company 
was formed in July 1956 by merg¬ 
ing three wholly-owned Unilever 
subsidiaries which had been oper¬ 
ating in India for a quarter century 


or more In November of the same 
year, the new company offered 10 
per cent of its equity to the Indian 
public, being the first among the 
foreign subsidiaries to do so. This 
far reaching move has markedly 
influenced the company's subseq¬ 
uent development by enhancing its 
sensitivity to Indian opinions and 
aspirations 

Over the past four decades, 
Hindustan Lever has vigorously 
responded to the stimulus of eco¬ 
nomic growth. The volume of sales 
has grown nearly 14-lold, from 
about 123,000 tonnes in 1956 to 
nearly 1 7 million tonnes in 1995 


Inclusive of subsidiaries, the sales 
turnover has multiplied by about 
155 times, from Rs. 25.6 crores in 
1956 to Rs 3,978 crores in 1995, 
while Profit After Ikx (PAT) has gro¬ 
wn by over 240 times, from Rs. 1.04 
crores in 1956 to Rs 252 crores in 
1995 Even after correcting the 
monetary values for Inflation, the 
respective factors of 9 for turnover 
and 14 for PAT are quite impres¬ 
sive The growth process has been 
accompanied by judicious diversifi¬ 
cation from its original base of 
vanaspati, soaps and personal prod¬ 
ucts through the addition of syn¬ 
thetic detergents, animal feeds, 
dairy products, speciality and bulk 
chemicals, fertilisers, hybrid seeds 
and several speciality export lines. 
Although vanaspati, animal feeds 
and dairy products have been hived 
off meanwhile to a sister concern, 
the company undoubtedly operates 
today from a stronger and broader 
base. 

EARDf STAGES OF GROWTH 
(1956-1965) 

Commencing in 1956, the Second 
Five Year Plan differed from the 
First Plan in at least four substan¬ 
tive aspects, namely 0) dedication 
to the socialistic pattern of society, 
(ii) the shift of focus from agricul¬ 
ture to heavy industry, (iii) central 
control on plan projects as well as 
on resource allocation, and (iv) the 
use of price control mechanisms to 
correct inequalities of income. The 
Second Plan ran into several prob¬ 
lems Severe foreign exchange 
shortage resulting from the overes- 
tlmation of inflow necessitated 
pruning of the Plan in 1958. The 
capital output ratio rose sharply to 
3.86 for want of experienced pro¬ 
ject managers Resort to deficit 
financing induced the return of 
Inflation, which accelerated further 
after the 1962 war with China The 
subsequent war with Pakistan in 
1965 aggravated the financial strin¬ 
gency and the resource shortfall 
continued into the Third Plan as 
well, causing considerable decelera¬ 
tion of economic growth. 

Hindustan Lever maintained a 
steady, if unspectacular, growth till 
it was affected by severe import 
restrictions (1962) and price con¬ 
trols on essential commodities 
(1963) Higher raw material prices 
and sharply increased tax levels 
since 1962 noticeably eroded the 
profit margins. The emphasis was 
shifted from vanaspati to soaps as a 
counter-measure. Diversification 


Into synthetic detergents, animal 
feeds, dairy products and processed 
vegetables materialised during this 
penod. 

YEARS OF ADVERSITY AND STRUGGLE 
(1966-1975) 

The Fourth Plan was delayed till 
1969 as the planning process was 
suspended for three years due to 
the gathering crisis of resources 
and the sharp deterioration of the 
foreign trade balance. Greater atten¬ 
tion was given to agriculture and 
Irrigation and the economy respon¬ 
ded with a vigorous upsuige. How¬ 
ever, the economy slowed down fo¬ 
llowing the 1971 war with Pakis¬ 
tan, and high inflation rates fol¬ 
lowed the oil crisis of 1973 Income 
taxes were repeatedly raised, cau¬ 
sing a decline in the corporate sec¬ 
tor's performance. 

Hindustan Lever achieved early 
results from the increased attention 
to soaps as well as from the earlier 
diversification. However, rigorous 
price controls and restrictions on 
the allocation of imported oils 
severely limited operational flexibil¬ 
ity Consequently a period of stag¬ 
nation set in from 1971 till price 
controls were relaxed in 1974 
Meanwhile, having reached capaci¬ 
ty ceilings in several areas, plans for 
entering heavy chemicals were for¬ 
mulated. Government approval of 
these plans in 1974, along with the 
lilting of price controls, were the 
only bright spots in an otherwise 
dismal decade. 

THE ERA OF CONSOLIDATION 
(1976-1985) 

The year 1975 heralded a series of 
unusual political events. The impo¬ 
sition of Emergency in 1975 and its 
lifting in 1977, the two General 
Elections of 1977 and 1980, the 
assassination of the Prime Minister 
in 1984 and the General Election 
which followed shortly thereafter, 
are all matters of record. The Fifth 
Plan, already Altering due to invest¬ 
ment shortfalls, was officially termi¬ 
nated in 1978 although the pro¬ 
grammes continued in the absence 
of an alternative. Inflation, lying 
dormant since the Emergency, was 
revived by the second oil shock In 
1979, and the economy actually 
contracted by 6 per ccnt.The Cong¬ 
ress Party had obviously reviewed 
its policies during the years In 
opposition, because when it retur¬ 
ned to power in 1980, not only was 
the planning process regained thro¬ 
ugh the Sixth Plan but a gradual 


Hindustan Lever believes in the co-ordinated 
application of technology solutions to resolve 
quality, cost and competitiveness issues. The Research 
Centre was set up in 1958 and the Integrated 
Development Unit was established in 1965. Working 
together, they have given rise to a number of new 
product concepts as well as many novel processing 
technologies for improving turnover and profits. The 
Engineering Development initiative, started in 1969, 
has created the capability of producing new 
generation appliances. Process Control technology 
has been harnessed to improve quality and 
reliability in continuous operations 
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deregulation was act In motion u 
well. The Sixth Plan placed econo- 
mlc growth on a higher trajectory 
but high levels of deficit financing 
ushered in an era of high inflation 

For the best part of the decade, 
Hindustan Lever was preoccupied 
with negotiations leading to the 
evolution of a rational set of guide- 
lines for dilution of foreign equity 
under FERA.A conclusion was 
reached only in 1983, following 
which the vanaspati, dairy products 
and animal feeds businesses were 
transferred to Upton India Umited 
in 1984 and the Indian share of 
equity was raised to 49 per cent. 
Meanwhile, an ambitious program¬ 
me of modernisation had been initi¬ 
ated in 1975. The large diversifica¬ 
tion projects had been completed 
by 1979 and a programme of fur¬ 
ther investment and expansion was 
taken up when new industrial lic¬ 
ences became available. The 
turnover and profits recorded 
steady growth until a significant 
dent was caused by low-priced 
competition as well as the high 
inflation of the early eighties Nev¬ 
ertheless, the turnover more than 
trebled during the decade and sup¬ 
ported by the tax breaks arising 
from capital investments and manu¬ 
factured exports, PAT had more 
than quadrupled 

TUB LEAP FORXARD (1986-1995) 

The Seventh Plan aimed to main¬ 
tain the high growth rate ol the 
Sixth Plan but, to control inflation, 
deficit financing was substituted by 
foreign commercial borrowings 
The Plan bore the unmistakable 
imprint of Rajiv Gandhi’s modern 
outlook and technological tempera¬ 
ment The pragmatic management 
of the economy is best illustrated 
by the brisk efficiency with which 
the 1987 drought was handled By 
then It had become clear that 
exports were not rising as expect¬ 
ed and a payments problem was lo¬ 
oming despite the high growth 
rate The 1989 General Elections 
brought the Janata Party to power 
but could do little cither to control 
inflation or to stave off the pay¬ 
ments crisis of 1991 Following the 
General Elections of 1991, planning 
was put on hold while emergency 
measures were taken to bring the 
economy under control. The emp¬ 
loyment-oriented Eighth Plan was 
launched in 1992 with a substantial 
shift cowards private Investment. 

The accelerated economic gro¬ 
wth and the measures of deregula¬ 
tion provided the opportunity to 
Hindustan Lever to create a step-ch¬ 
ange in the rate at which turnover 
and profits had grown previously. 
The growth was substantially aided 
by the entry into phosphatlc fert¬ 
ilisers (1986) and low-priced con¬ 
sumer goods (1987) as well as by 


the major expansion In rural distri¬ 
bution (1988). The high inflation of 
1987 and subsequent manufactu¬ 
ring problems caused a lull in 1988 
but satisfactory growth has been 
maintained thereafter. 

THE GROUNDWORK FOR EXCELLENCE 
The year 1989 clearly marks an 
inflexion in Hindustan Lever's 
growth curve Since then, sales vol¬ 
ume has multiplied 2.5 times, while 
turnover has almost quadrupled. 


Exports have grown even more 
rapidly, to over 5 times the base 
level Although the overall tax rate 
has remained steady, better finan¬ 
cial management has boosted PAT 
to over 4 5 times No doubt many 
Indian corporates have achieved 
similar or even higher growth rates 
under the influence of economic 
deregulation But Hindustan Lever 
stands alone in this elite group, 
being the only company engaged in 
low-margin mass consumption 
businesses Furthermore, it has nei¬ 
ther accessed the capital market 
nor resorted to tax economics This 
quick breakthrough was achieved 
primarily because the company had 
honed its management capability to 
a fine edge during the long years in 
the wilderness spent in the struggle 
for sheer survival The company has 
a fine reputation for marketing 
skills but many other multi-hued 
strands have been woven into the 
tapestry of its experience. It will be 
appropriate to cite some examples 

(A) PEOPLE DEVELOPMENT 
As early as 1942, the decision was 
taken to develop Indian managers 
for running the business The first 
Indian director was appointed in 
1951 and die first Indian Chairman 
in 1961 Training of all employees 
under the TWI system began in die 
early fifties and in-housc manage¬ 
ment development programmes 
commenced in 1953. Such formal 
training activities now cover all lev¬ 
els of employees, and the Staff 
Training Centre at Udecchl is as 
well-appointed as the Management 
Training Centre at Gultta 


(R) FtlODUCTIVTlY OMBNT0310N 
First introduced In 1954, productiv- 
Ity techniques and payment by 
results are now applied at an levels. 
The disciplines of Value Analysis 
and Cost Effectiveness were intro¬ 
duced in the late sixties to counter 
the squeeze on margins. Their 
scope now includes promotions 
and media expenditure. The Quality 
movement that was begun in 1985 
now extends to advanced versions 
such as TQM. 


(C) TECHNOLOGY FOCUS 
Hindustan Lever believes In the co¬ 
ordinated application of technology 
solutions to resolve quality, cost and 
competitiveness issues The Res¬ 
earch Centre was set up m 1958 
and the integrated Development 
Unit was established in 1965 Work¬ 
ing together, they have given rise to 
a number of new product concepts 
as well as many novel processing 
technologies for improving 
turnover and profits The Engin¬ 
eering Development initiative, start¬ 
ed in 1969, has created the capabili¬ 
ty of producing new generation 
appliances Process Control tech¬ 
nology has been harnessed to impr¬ 
ove quality and reliability in contin¬ 
uous operations 

(D) INNOVATION INITIATIVES 
Innovauon has been a way of life In 
Hindustan Lever Innovative prod¬ 
uct concepts such as the detergent 
bar and the fairness cream, innova¬ 
tive processes such as the non¬ 
tower route for advanced powder 
formulations, and Innovative sys¬ 
tems for rural distribution and com¬ 
munication, arc all examples of 
innovation being put to work for 
better consumer service and imp¬ 
roved bottom line 

(E) FINANCIAL MANAGEMENT 

The strong and effective financial 
information and control system 
maintained by the company perme¬ 
ates ^very sphere of activity For 
example, by constantly comparing 
the cost incurred for an operation 
with the value generated, measured 
on a rational basis, It has been pos¬ 
sible to enliven interest in capital or 


Over the past four decades, Hindustan Lever has 
vigorously responded to the stimulus of economic 
growth. The volume of sales has grown by nearly 14 
times, from about 123,000 tonnes in 1956 to nearly 
1.7 million tonnes in 1995. Inclusive of subsidiaries, 
the sales turnover has multiplied by about 155 times, 
from Rs. 25.6 crores in 1956 to Rs. 3,978 crores in 
1995, while Profit After Tax (PAT) has grown by over 
240 times, from Rs. 1.04 crores in 1956 to Rs. 252 
crores in 1995. Even after correcting the monetary 
values for inflation, the respective factors of 9 for 
turnover and 14 for PAT are quite impressive 


coot productivity at ah levels. 

While striving for excellence, a* 
measured In objective terms, Hind 
ustan Lever has kept Its systemi 
continuously updated, principally 
by adapting the new developments 
to local circumstances, thereby 
enhancing their effectiveness* 
Excellence is also achieved by can 
ative interaction between different 
systems, such as between Quality 
Assurance and Cost Efficiency, titilfl 
achieving a multiplier effect, ratM 
than a merely additive one. 

THE COMPANY THAT CARES 
To strike a purely personal chord, I 
can vividly recall my Initial training 
with a predecessor company 10 
1955 which ultimately led to my 
joining Hindustan Lever within a 
few months of its formation In 
1956. Thus, 1 have enjoyed the 
unique opportunity of observing at 
dose quarters, and also partidp**- 
ing in the exciting process of gro¬ 
wth and maturation of a company 
which, over the yean, 1 have come 
to cherish and learnt to respect ft 
is a company which has always dri¬ 
ven itself hard but has never over¬ 
looked the fundamentals inasmuch 
as it has always cared about the 
means as well as the ends. It has 
been sharply focussed in defining 
Its end objective, which Is to del¬ 
ight consumers and customers by 
satisfying their needs and aspira¬ 
tions. Thus, the company has gone 
well beyond standard market resear 
rch methodology into habits sur¬ 
veys, qualitative research and int¬ 
ensive consumer contacts in its 
quest for creating superior coni 
sumcr value at affordable prices. 
Hindustan Lever has been equally 
single-minded in ensuring that Its 
strategic plans are consistent with 
the welfare of all the stakeholders 
and with the principles of good 
corporate citizenship. Operating as 
It does within the Indian milieu, the 
company has identified itself with 
Indian aspirations and devoted Us 
efforts to upgrading the value of 
Indian resources to globally com¬ 
petitive levels. The success of 
Hindustan Lever can be attributed 
to its caring concern about these 
basic values. That the company 
remains firmly wedded to these 
concepts is a happy and certain 
augury for Its further development 
and progress within the context of 
the Indian economy. 


This speech was deHoered at the AGMqf 
Hindustan lever Untiled held in Mumbdi 
on June 28,1996 For a booklet qf this 
speech, write to tbe Communications 
Department, Hindustan lever Limited, 
PO Box 409, Mumbai 400 00 1 
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Late 19th and Early 20th Century India 


Artxp Maharatna 

The famine-epidemic relationship is an old one and subsumes several important issues. This paper attempts 
to infer regional variations of the extent of relative social protection and familial treatment to infants and children 
during subsistence crises that accompanied several famines in the late 19th and early 20th century in India. 


THE recent past has witnessed a considerable 
and increasing academic interest in issues 
of general child neglect and intra-household 
discrimination against female infants and 
children m the context of south Asian society. 
IFor a fairly comprehensive survey of the 
literature see Harriss 1989, 1990.] The 
magnitude of discrimination against these 
subgroups has often been inferred on the 
basis of evidence on differentials in mortality, 
morbidity, nutrition level. and even differen¬ 
tials in medical expenditure and attention. 
Moreover, several Indian studies have 
pointed to a rather distinct regional contrast 
in the age-sex specific neglect and discrimi¬ 
nation, namely, the phenomenon being rela¬ 
tively pronounced in the north-western 
regions compared with the south-east (see, 
for example. Miller 1981; Sophen 1980; 
Dyson and Moore 1983; Kynch and Sen 
1983; fiasu 1989; and Kumar 1989]. Much 
of India's ‘north-south' regional dichotomy 
in terms of familial neglect and anti-lemale 
discrimination has generally been attributed 
to historical socio-cultural differences 
(including differences in social value and 
status of women) between these two broad 
regions. 1 

While a deeper understanding of the 
phenomena of intra-household neglect and 
discrimination seems useful from the stand¬ 
point of theireradication, there is still scope 
lor further research toward this end. For 
example, there seems to be relatively little 
systematic research on the prevalence and 
nature of these social practices in India's 
past, and also on their historical roots. 
Indeed most of the existing Indian literature 
in this area has analysed evidence on con¬ 
temporary society, and those studies too 
capture intra-household distribution mainly 
under a 'normal' situation characterised by 
endemic food shortage and hunger, rather 
than during periods of acute food crises 
(i e, during famines) precipitated by drought, 
flood or civil war. 2 This paper, which 
analyses the impact of famines on infant 
and child mortality (and largely by impli¬ 
cation, discrimination and neglect) in the 
late 19th and early 20th century India, thus 
draws on both India's historical past and 
also on food crisis situations. Indeed, as 
Agarwal wrote, "[f]amines... provide a 
mirror to intra-family relations that few 
cither contexts can" [Agarwal 1991: 218]. 


Although India today appears relatively 
free of major famines (especially compared 
with recent famine experiences in several 
parts of Africa), severe famines abound 
India's past [see Bhatia 1967 and Visaria 
and Visaria 1983 for a list of famines in 
a chronological order in the history of the 
Indian subcontinent]. This article is, how¬ 
ever, based on famine experiences that 
occurred in the late 19th and early 20th 
century India. During this period four 
'major' famines, each involving hugccxcess 
deaths across wide areas of Indian sub¬ 
continent occurred and they were the 
famines of 1876-78, 1896-97, 1899-1900 
and 1907-08/ Although these four major 
famines were both severe and widespread, 
all regions did not experience a 'heavy' 
excess mortality; indeed some provinces 
appear to havceithercxpcrienced a relatively 
little elevation in mortality (e g, North- 
Western Provinces and Oudh in 1897) 4 or 
have almost escaped an overall mortality 
rise(c g, Punjab in 1897). [For information 
on areas most severely affected and less 
severely affected during these tamines sec 
Bhatia 1967; and Visaria and Visaria 1983, 
Appendix 5.2.| Besides these lesser 
mortality famine locations, there were some 
relatively minor famines which both 
involved limited regions and much less 
excess deaths (e g, Bombay famines of 
1905-06 and 1911-12). We label the latter 
category famine locations as 'lesser 
mortality famine locations', compared with 
the former category of ‘heavy mortality 
famine locations'. However, all these 
famines were precipitated by drought (some¬ 
times for two successive years, e g, 1876 
and 1877 in Bombay), and that severity of 
distress and famine mortality usually peaked 
in the year following the year of drought. 
[For a brief discussion of somewhat common 
course of events, which followed droughts 
and led to famine distress and ultimately 
to excess mortality in the context of India's 
historical famines see Dreze 1990; Dyson 
1991a, 6-7; Maharatna 1994b, ch 2J. The 
reason why we focus or. famines which 
occurred during late 19th century and 
afterwards (but not on earlier famines) is 
because census and vital registration system 
m India were established only around early 
1870s, and thus India provides a good 
opportunity for examining several demo¬ 


graphic issues including age-sex com¬ 
position of mortality effects of these 
historical famines. [For few recent attempts 
using registration data, see Dyson 1991a, 
b; Maharatna 1994a, b.| In the present 
paper we too would utilise registration data 
for investigating mortality impact of famines 
on infants and children. 

There is no doubt that India’s registration 
data were far from perfect/ Under- 
registration of births and deaths and age 
misreporting seem to be two major defi¬ 
ciencies, which might be relevant to our 
present analysis/ In fact the problem ot 
under-registration was relatively pronoun¬ 
ced during the early days of registration (l 
e, in the 1870s). However, these data biases 
cannot prevent an analysis of famine’s im¬ 
pact on infant and child mortality especially 
if it can be assumed that pattern and extent 
of these biases did not change significantly 
during famines It is likely that registration 
system deteriorated during crises such as 
those that accompanied famines. But this 
was not necessarily true; famines sometimes 
augmented registration efforts. [For more 
on this point and also for reasons why 
registration data, despite deficiencies, can 
still fruitfully be used for analysing several 
issues of famine demography see Dyson 
1991a: 10; Maharatna 1994b. ch 1]. Even 
if registration coverage declined during 
famines, our present chief concern, namely, 
examining relative vulnerability of infants 
and children during these acute food crises, 
can still be pursued with these data, 
especially under the assumption that the 
reduction in registration coverage during 
famines was more or less uniform across 
various age and sex groups of population 
- an assumption which does not seem 
unreasonable in the present context. 7 

The age-sex composition of mortality 
effects of famine is usually an outcome of 
two factors, namely, physiological vulner¬ 
ability and social protection. Infants (whose 
mortality rate is very high anyway in poor 
countries) might be expected to be parti¬ 
cularly vulnerable to protein-calorie 
malnutrition associated with famine and to 
be adversely affected by birth weight de¬ 
clines. In analysing the impact of famine 
on infant mortality, one may distinguish 
between the effects of 'prenatal exposure* 
and 'postnatal exposure'; the former work 
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through tnaterfttf nuiriduMX IWw 
associated maternal infections, while the 
latter include infants’ own nutritional 
deficiency poor care, etc [see Stem et al 
1975 ch 12] However, infants can be 
relatively protected from extreme mortality 
during famine as they depend on breast 
milk infant s ideal form of nutrition 
Moreover many neonatal deaths in poor 
countries like India are due to chronic 
maternal malnutrition tetanus and 
inadequate perinatal care - variables which 
seem unlikely to be influenced by acute 
events such as famine [see e g Chen and 
Chowdhuiy 1977 4151* 

However the question of the nature of 
social protection towards infants during 
famine seems also important in the context 
ot wide areas of the Indian subcontinent 
For example the possible influence ot the 
long standing practice of neglecting infants 
(sex selective or otherwise) even to the 
point of their death and more explicitly 
the practice of infanticide and its rami 
fications during famine periods of course 
c onslituk a very relevant issue in assessing 
famine s impact on infant mortality In 
tantiude (and more particularly female 
intantiudt) as a widespread social practice 
.especially among several castes and tribes 
of north western regions (e g United Pro 
vincts Punjab Rajputana) ol the Indian 
subcoritintnt was discovered by British 
officials and much administrative eltorts 
wcic put to eradicate this social evil 
especially during latter half of i9th century 
[1 or an useful lecount ot the official dis 
covcry and administrative steps to lemove 
this social evil sec Pamgrahi 1976 see also 
Miller 1981 ch 1] * While the practice of 
infanticide was thus one determinant of 
inlant mortality in these parts of India even 
under normal circumstances " its impli 
cations for infants vulnerability during 
famines seem to be ot much academic 
inletcst and policy significance This is 
largely because the motivation behind the 
practice of female inlanticidc was often 
related to a very deep rooted anti lemale 
social values (and son preference ) not to 
a sacriftcnl motive found in many other 
countries nor to superstitious fear or neees 
sity (as was observed among tribes else 
where) nor to a motive ot maintaining a 
healthy population (as in Gieece and Italy) 
[see Pamgrahi 1976 2] 11 In the report on 
the Census of India 1901 H H Risiey and 
E A Gait wrote 'But if the practice ol 
deliberately doing away with female infants 
is now confined to limited area, and even 
there is perhaps somewhat rare there is 
little reason to doubt that in most parts ot 
India female infants receive far less attention 
than males’ [sec Census of India 1901 , Vol 
I, Part I Report Calcutta, 1901 115] Thus 
it seems reasonable to presume that female 
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Age 

_Infant_ 

1 4 Years 

5 9 Years 

— ! 

Groups 

Male 
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Male 
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Male 

Female 

Male 

K 

Madras 









1876 (baseline penod) 149 

138 







1877 

212 

228 








(156) 

(165) 

(2 57)* 

(2 57)* 

(271)# 

(2 65)# 

OSD 

(219) 

Bombay President y 
1972 74 

172 6 

161 6 

10 9$ 

11 1$ 



19 2 

18 I 

(baseline penod) 
1877 

281 2 

275 4 

20 2$ 

19 4$ 



41 2 

133 


(161) 

(170) 

(1 85) 

(1 75) 



(24) 

(196) 

United Provuu t s 
1876 77 

1146 

122 0 

166** 

15 7** 



21 1 

207 

(baseline penod) 
1879 

204 9 

2017 

*8 8** 

41 5** 



48 2 

513 


(M2) 

(167) 

(2 *4) 

(2 64) 



(209) 

(24t) 

Btrar 

1891 95 

2111 

2164 

97 2 

84 8 

16 9 

149 

19 8 

19 

(baseline period) 
1897 

108 0 

1021 

101 1 

91 0 

24 8 

21 6 

55 1 

§§ 


(1 12) 

(140) 

(104) 

(107) 

(147) 

(145) 

(1 39) 

(132) 

1900 

492 5 

487 4 

190 0 

166 2 

48 5 

41 7 

86 1 

793 


(2 11) 

(2 25) 

(196) 

(196) 

(2 87) 

(2 80) 

(2 16) 

(2 10) 

Central Pros on es 
1891 95 

281 0 

260 0 

12 2 

27 1 

129 

10 6 

11 9 

27 6 

(baseline period) 
1897 

407 0 

192 0 

58 5 

47 5 

17 8 

29 8 

67 8 

544 


(145) 

(1 51) 

(1 82) 

(175) 

(2 94) 

(281) 

(2 12) 

(197] 

I960 

498 0 

464 0 

5*7 

416 

25 6 

20 4 

54 1 

45 7 


(177) 

(178) 

(167) 

(161) 

(1 99) 

(1 91) 

(1 70) 

0 66] 

Bomba > president > 
1891 95 

184 0 

170 0 

42 7 

40 4 

11 5 

II 7 

29 7 

291 

(baseline period) 
1897 

220 8 

2122 

48 7 

46 5 

186 

189 

40 6 

38 U 


(1 20) 

(125) 

(1 14) 

(1 15) 

(1 62) 

(161) 

(1 *7) 

(I 31, 

1900 

114 5 

*12 1 

82 * 

76 9 

44 1 

42 4 

72 1 

67 4 


(1 71) 

(1 84) 

(1 91) 

(1 90) 

(184) 

(161) 

(2 44) 

(2 30, 

Puntab 

1891 95 

2157 

242 2 

48 1 

49 7 

10 2 

10 9 

*0 4 

11 1 

(baseline period) 
1900 

280 4 

111 1 

95 0 

106 2 

20 * 

22 0 

45 5 

so: 


(1 10) 

(I ^9) 

(1 97) 

(2 14) 

(2 0) 

(2 0) 

(150) 

(M9 

United Pros uu t \ 
1901 04 

247 0 

2*9 8 

646 

65 0 

14 1 

116 

14 2 

14"! 

1908 

m 5 

154 6 

116 0 

117 8 

26 0 

24 1 

51 79 

51 T\ 


(1 16) 

(1 48) 

(180) 

<1 81) 

U 84) 

(1 79) 

(1 50) 

(155 


* raters to I 5 years age group # refers to 6 11 years age group $ refers to I II years age groups. 
** refers to 1 I5 years age group P 

Notes I Death rate* for infants (expiessed per 1 000 live births) have been calculated by dividing 
the number of infant deaths by the numbtr of live births registered in the same year Strict!; 
speaking this is neither an age specific death rate nor the infant mortality rate in the life ’ 
tablt sense Data constraints do not allow the standard adjustments see on this Barela; 

(1958) Death rates for age groups other than infants expressed per 1000 population haw 
been based on constant denominators being the respective populations according ti 
censuses preceding famines 

2 Hoi Madras only a single year (i e 1876) has been used as the baseline period because pno 
to 1879 the same age distribution of deaths as for 1877 was not available separately forbad 
sexes Although using a single year as the reference penod has obvious disadvantage! 
there was indeed little ehoiet other than to use 1876 as the baseline year 
1 The figures in parenthe .is ire the respective ratios of famine year deaths to the averag 
annu d number of deaths for pre famine baseline penod 

4 As I f>92 was an unusual year due to epidemic in Punjab it has been excluded from basdm 
period 

5 The prime famine yeais have been underlined 

6 United Provinces of Agra and Oudh is abbreviated as only United Provinces here In fat 
the name of this province till I9(X) was North Western Provinces and Oudh 

Sources Annual Report of the Sanitary Commissioner for Madras Madras vanous years Annul 
Report of the Sanitary Commissioner for the Government of Bombay Bombay vanous yean 
Report ofthe Sanitary Commissioner ofthe Central Provuues Nagpur vanous years Annul 
Rep in of the Sanitary Commissioni r for the Government of Punjab Lahore vanous yean 
Repoit on the Sanitary Administration of the Hyderabad Assigned Distruts Hyderabad 
vanous years. Annual Report oj the Santuiry C ommissionei of the North Western PnmmA 
and Oudh (from *901 United Pnvinces of Agra and Oudh) Allahabad various years | 
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pjltoilfc in the infantictdal north India would 
?|fcj»lurticuld(iy vulnerable in terms of familial 
l&vtsion of food and attention during periods 
acute food shortage and famines. Un¬ 
fortunately however, there is practically no 
' direct statistics on infanticide, and thus it 
' is almost impossible to ascertain the con¬ 
tribution of this practice to overall registered 
infant mortality. 12 

Indeed, it may be young children rather 
than infants who arc physiologically most 
vulnerable to nutritional deprivation as 
they, in their period of body growth, have 
comparatively small reserves of nutrients 
and energy. As Rivers writes, “the child 
seems to become more vulnerable to all 
manner of diseases as it falls further and 
further behind its expected size” [Rivers 
1988: 91). However, young children's 
vulnerability during a subsistence crisis 
may partly be offset by cultural norms 
which tilt intra-family food distribution in 
their favour and of course at the expense 
of adults' share. For example, during the 
Greek famine of 1941 -42 young children 
and women seem to have been relatively 
protected by cultural traditions favourable 
, to these vulnerable subgroups [Valaoras 
1946). I For more on this possibility and 
empirical evidence tor various places see 
Dreze and Sen 1989: 79-80 and the 
references cited there.] 

Conversely children's vulnerability 
t during an acute food shortage may be 
worsened by “a cultural pattern in which 
adult males eat first and women and children 
eat what is left” [see McAlpin 1983: 57, 
and references cited]. Indeed as Dreze and 
1 Sen write, “(tlhe history of famines over 
the world is full of gruesome stories of 
neglect, abandonment, sale, or even murder 
of children” [Dreze and Sen 1989: 79 and 
see also references cited there]. Children 
arc possibly worst hit by the breakdown 
of family ties, which seems to be a very 
common concomitant of famines. However, 

* 

empirical findings from various places on 
the nature of familial protection to children 
: vis-a-vis adults during subsistence crises of 
moderate intensity do not provide a uni¬ 
directional conclusion [see Dreze and Sen 
1989: pp 79-80]. In fact the limited available 
' evidence reviewed by Dreze and Sen sug¬ 
gests that young children are often protec- 
, ted at the ex pense of other members duri ng 
subsistence crises. In this context, however, 
1 implications of India's 'north-south' re¬ 
gional dichotomy in respect of degree ot 
patriarchy and socio-cultural practices for 
the issue of differential mortality impact 
1 (as a proxy for differential in social pro- 
[ lection) during famines between children 
and other age groups and also between the 
two sexes arc of considerable importance, 
because the issue of intra-family distri¬ 
butions during famines has an important 


bearing on the strategy of public action for registration data due to migration, We 
famine prevention. consider famine's mortality impact on 

children of three age groups, namely. 
Impact of Famine on Infant and infants, and young (1-4 years) and older 

Child Mortality (5-9 years) children. As can be seen from 

Table 1 for the famine of 1876-78 three 
Table! provides information on registered provinces have been included in our 

death rates both during prefamine baseline analysis, namely, Madras and Bombay 

period and peak famine year for several Presidencies and United Provinces; for the 

faminelocationsofthelndiansubcontinent. study of both the famines of 1896-97 and 

They are all aggregative province-level data. 1899-1900 Bcrar, Central Provinces and 

Indeed these provinces were so large, and Bombay Presidency have been included; 

these famines so widespread, that there and for the famine 1907-08 only United 

should not have been significant biases in Provinces has been considered. These 


Table 2: Percentage of Female to Male Deaths for Children: Four Villagls of Jullunder 
District, Punjab, 1896-1910 


Period 

1896-1900* 

1901-1910 


Villagae/Age 

< lYear 

< 5 Years 

< 1 Year 

< 5 Years 

Bundata 

217 

182 

159 

135 

Jadalia 

291 

255 

167 

137 

Samra 

374 

292 

200 

155 

Rurka Kalon 

240 

211 

140 

131 

* Two major famines occurred during 1896-1900 

Source * Census of India 1911, Vol 14, Punjab, Report, 254. 



Table 3: 

Regional Contrast in Sex-Differential in the Provision and Utilisation of State 
Hospitals and Dispensaries in Late 19th and Early 20th Century India 

Province 


‘Northern Locations' 



Total Number 

Treated Per 

Ratio 

Ratio of 


Death 

(Women) 

(Men/Women) 

Male to Female 


(Men) 


= Col (2)/(3) 

‘Beds Available* 

(1) 

(2) 

(3) 

(4) 

(5) 

Punjab 

1893-95 

II 9 

4.7 

2.5 

22 

1900* 

8.5 

3 4 

2.5 

2 1 

North-Western Frontier Province 




1903-05 

25.1 

7.4 

3.4 

26 


(7.1) 

(5 1) 

(3.4) 


1908* 

23.6 

7.3 

3.2 

2.2 

United Provinces 




1902-05 

4.9 

1.9 

2.8 

1.8 


(ID 

(0.7) 

(15) 


1908* 

4.4 

1.8 

2.4 

1.8 



‘Southern Locations’ 


Bombay 

1902-05 

5.3 

2.4 

2.2 

1.9 


(2,3) 

0.7) 

(2.2) 


Madras 

1877* 

0.9 

0.6 

1.6 

L6«-> 

1892-94 

Mysore 

8.6 

3.7 

2.3 

1.4 

1893-96 

14.8 

7.0 

2.1 

1.1 


(a) for 1878 

Nates : (I) Col (2) and (3) are derived by respectively dividing total numbers of men and women who 
were either treated in-door or attended the out-door of state hospitals and dispensaries by 
respective total numbers of registered deaths. Information on annual numbers of patients 
treated in-door and out-door in state hospitals and dispensaries is provided for ‘men*, 
‘women’ and ‘children’ - none being explicitly defined in terms of age groups. Consequently 
we have divided the total annual numbers of men and women treated or attended by the 
registered numbers of deaths for males and females aged above 15 years respectively. 

(2) Bombay and Bengal - situated respectively in western and eastern regions - are included 
in the ‘ Southern locations' because these regions are socio-culturally more akin to southern 
parts of Indian subcontinent; See Sopher (1980) and also the relevant text. 

(3) Years marked (*) are major famine years. 

(4) Figures in parentheses are the respective information for children. 

Sources: For information on numbers of persons treated and attended and also on beds available by sex 
in hospitals and dispensaries. See Annual Reports on Hospitals and Dispensaries for 
respective provinces. For numbers of registered deaths by sex see Table I. 
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locations bavefceen selected partly because 
they were relatively severely affected by 
the respective famines, and partly because 
of the availability of relatively good quality 
registration data for them. [For evidence 
and relevant sources of information on this, 
see Dyson 1991a; Maharatna 1994b: ch L| 
It is worth noting that these locations together 
cover wide areas of northern, western, 
southern and central India. And all the 
locations (except Bcrar and Bombay in 
1897) appear to have experienced at least 
50 per cent (and in many cases more than 
100 per cent) increase in total number of 
registered deaths in peak mortality year 
(see last two columns of Table 1). 

Very low registered mortality rates during 
baseline periods prioi to the famine of 
1876-78 in all the three locations considered 
here (e g, Madras, Bombay and United 
Provinces) rellecl very limited coverage in 
the initial phase of registration operation. 
Moreover, during these early periods age 
gmups loi classifications of mortality data 
foi children were somewhat wider than in 
the latter periods (see Tabic 1). However, 
it appears that mortality rates for ini ants 

- while always highest among all age groups 

- increased, in proportionate terms, by a 
sniallet amount in the peak mortality year 
than toi other groups ot children (i c, those 
aged between 1-9 years). This seems 
consistent with the hypothesis that infants 
are relatively protected, especially compared 
with children, from acute food crisis. Note 
also that in all locations (with a single 
exception ol Punjab) while mortality rate 
tor female infants was lower than for males 
during normal baseline period - which is 
almost an universally common 1 act showing 
tunnies' physiological survival advantages 
over males M - female infants experienced 
a larger proportionate increase in mortality 
during famines. This seems consistent with 
(he fact that usually lower infant moirality 
rate for females even in the normal limes 
gave “greater scope lor large proportional 
increases" [Dyson 1991a: 24]. Indeed this 
possibility is partly reinforced by the finding 
of a slightly smaller proportionate increase 
in female infant mortality (compared to 
males) in Punjab in 1900 (see Table 1). 

However, as has already been indicated 
it is certainly presumable that during these 
large-scale subsistence crises there had been 
an increased incidence of infanticide, 
especially in normally infanticidal northern 
regions (i e, in northern provinces of Punjab 
and United Provinces). But since infanticide 
cases, quite understandably, remained 
outside registration records, it is almost 
impossible to gauge the implications and 
added dimensions of this practice during 
famines; indeed there is hardly any evidence 
(nor even any statement was found in the 
relevant official documents) to state that 


this was in fact the case. However* keeping 
in view a very fragile distinction between 
infanticide and infantile neglect, 14 the 
evidence presented in Table 2 seems useful 
in understanding the implications of neglect 
and discrimination against female ini ants 
and children during famine periods in 
Punjab. Tabic 2 provides the number ol 
female deaths per 1 (X) male deaths for infants 
and young children in two periods in four 
villages of Jullundcr district of Punjab. As 
can be seen much larger proportion ol 
female deaths for children aged below one 
year than those aged below five years reflects 
"excessive deaths of females after birth, 
whether by female infanticide oi deliberate 
neglect of female infants" (see Census of 
India 19II , Vol 14, Punjab , 254). Second, 
the proportion ol leinale deaths (compared 
to males) for both age groups (i e, infants 
and children below five years) was found 
much larger dunng 1896-1900 - a period 
when two major famines (i e, those ol 
1896-97 and 1899-1900) occurred. This 
clearly lends support to the view that neglect 
and familial discrimination against female 
infants and children worsened during 
subsistence crises in northern parts of Indian 
subcontinent. Also note a much larger 
percentage point decline in sex-differential 
in mortality lor infants than that for young 
children in the post-famine period. This 
seems suggestive of an increased incidence 
of female infanticide during periods of 
food crises. is 

Let us now turn to the mortality impact 
on children. It seems noteworthy from 
Tabic 1 that among children aged between 
1 and 9 years the older children 0 e, 5-9 
years) appear to have generally experienced 
somewhat larger proportionate increases in 
mortality than younger children twith not¬ 
able exception lor females in both northern 
provinces, Punjab and United Provinces). 
This seems consistent with the view that 
normally much higher death rates for young 
children (compared with older children, 
see Table 1) gave relatively smaller scope 
for proportionate increase in mortality 
during famines |on this see also Dyson 
1991a: 21-25] However, a larger propor¬ 
tionate rise in death rates for female children 
aged 1-4 years than in older childhood 
years in northern famines probably hints 
at the possibility that anti-female attitude 
and discrimination against female children 
in these extremely patriarchal regions get 
accentuated duiing periods of acute food 
•shortage. 

Indeed, the relative female advantage, or 
disadvantage, in famine mortality is the 
result of two divergent forces: because of 
certain physiological advantages, lcmales 
may be able to withstand famine situations 
berter than men. On the other hand, the 
anti-female pattern of intra-household dis¬ 


tribution of food* health egre, etc - which 
is of course a regional, not universal* 
phenomenon - may change further against 
women during a food crisis [see Dreze and 
Sen 1989:55 and also references cited: see 
also Rivers 1982). Moreover, Che relative 
female mortality disadvantage in the wake 
ot malaria - due to thetr greatci staying at 
home, which increases their risk of attack 
- was recognised long ago (sec e g. Census 
of India 191 h Vol 1, Report, Parti, 212)* 
This said, the possible reduction in maternal 
deaths due to a fall in fertility during crises 17 
and also male-dominated distress migration 
can be examples of how female populations 
derive some relative protection in famine 
mortality [see, e g, Mohanty 1989], How¬ 
ever. it is extremely difficult to separate 
out the relative influences ol all these factors 
involved in the determination of sex 
difleicntials in crisis mortality. However, 
note Irom Table I that the proportionate 
rise in total deaths (all ages combined) 
appears to have been tower lor females in 
southern, central and western regions (i c, 
in Madras, Bombay, Central Provinces and 
Berar), while in iwo northern provinces 
(i e, m Punjab and United Provinces) the 
pattern was distinctly opposite. This regional 
pattern of a relative female disadvantage 
in northern famine locations seems .to 
conform to the recent researches showing 
India's 'north-south' regional dichotomy 
in sex-differential in mortality and other 
indices of relative deprivation and dis¬ 
crimination even during normal limes [see 
Sopher 1980; Millei 1981. Kynch and Sen 
1983; Harnss 1989, 1990; Kumar 1989]. 
Thus the implication is that ami-female 
changes in ihe pattern oi intra-lainily distri¬ 
bution during major la mines m northern 
parts, unlike southern, western and central 
regions, probably outweighed potential 
biological and other lemnlc advantage in 
coping with such crises. 

In this context Table 3 provides some 
official evidence on regional pattern of 
sex-diflcrcniial in the provision and utili¬ 
sation of public health care. For both male 
and female populations, total number of 
persons who were either treated indoor or 
who attended the outdoor in state hospitals 
and dispensaries may both relied the 
incidence of illness as well as the extent 
of provision and utilisation of health services 
when needed. So in ordci to gauge the sex- 
diffcrential in the extent and quality of 
health care provision it seems appropriate 
to divide the total number of persons who 
utilised public health facilities by the total 
number of deaths registered by each sex 
(see columns (2) and (3) in Tabic 3). '* This 
ratio, namely, total number ot patients at¬ 
tended (both indoor and outdoor) per death 
by sex, thus, provides an indication of both 
the extent and effectiveness of public health 
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Aftt*'*Table * shows a considerable regional 
Sanation m the number ot treatments per 
Unit ot death icflcctmg at least partly the 
Venation in the extent of overall curative 
medical piovision But it is clear that the 
number of treatments per unit of death 
appears universally lower tor female popu 
tation than that for males in all regions of 
India However female disci imination both 
in piovision and effective utilisation of 
public health facility appears to have been 
generally more pronounced in the northern 
provinces (see Col 4 of! able 3) Also note 
that information on treatments per death 
for children in few provinces (for which 
data could he gathered) shows their relative 
vulnerability vis a vis adults in terms of 
health c are needs and provision even during 
normal periods And the extent ot anti 
female bias in the provision and utilisation 
Of health care seems generally uniform foi 
both children and adults However evidence 
presented m Table 3 does not indicate any 
perceptible mueasc during pnme Jam me 
years m the extent ol female discrimination 
in public health care provision even in the 
northern famine locations 0 

This said much should not really be 
sought in these ratios ot total treatments 
to total registered deaths except an overall 
idea about male-female differential in 
Utilisation of existing public health lacihtits 
This is because as has been indicated earlici 
the number of total deaths - being a divisor 
of total tieatments (as in 1 able 3) does not 
refertoonly the population which is recorded 
to have attended hospitals and dispensaries 1 
So it is possible that relatively large number 
ot rcgisteied deaths occurred among those 
who had never undergone hospital treat 
ment In this context it may be useful to 
analyse age sex composition of mortality 
increase during famines with a view to 
examining the icgional pattern of iclativc 
mortality effects of famines on infants and 
children by sex in a m other age groups 
Proportional nsts in moitahly over pre 
famine normal levels by vanous age and 
&cx groups foi several famine locations 
(asconsidered in lablt I) ate plotted in 
Figure 1 1 In the case of the Bomb ty famine 
of 1876 78 and United Provinces famine 
of 1877 79 only toui wide aec groups can 
be considered 

Infants generally appear to have ex 
penenced a smallci proportionate increase 
in mortality compaicd with most other age 
groups (except young childicn in Berar in 
1897) And m almost all cases infant 
mortality tate lor temales rose by a larger 
propomon than did that tor males llowcvei 
as lai as mortality increase foi children is 
concerned tun broad regionil patterns 
seem toemeigc In the southern (Madias) 
western (Bombay and Beiar) and central 
(Central Pros inces) regions young children 


(1-4 years) seem to have been less vulnerable 
than older (5-9 years) and even teenaged 
children (10 14 years) and very elderly 
people (60+) seem to have experienced a 
relative advantage compared with adult 
age gioups In contiast in the northern 
famine locations (Punjab and United 
Provinces) young and even oldei children 
experienced larger rises in mortality than 
did tccnagcis and adults and old people 
witnessed somewhat greater proportionate 
increase in mortality than that tor adult age 
groups Also note that in Pun)ab in all age 
groups (except probably infants) females 
experienced larger mortality increases than 
males 1 

Ini am and C hu d Moriai n \ uy Si x 

As was mentioned before dui ing famines 
some provinces suffertd much smaller 
mortality elevation than the locations 
considcicd above It is of interest to txamint 
the moitahty impact ol milder rnoilality 
famines on infants and children For 


example, moat African famines in the recent 
past seem to have killed mainly young 
children In fact a distinction has sometimes 
been made between famines that kill mainly 
young children and those that kill both 
children and adults the latter reflecting 
higher degree of famine severity [see De 
Waal 1988 89 90) In a lecent famine m 
Maharashtra (i e much ot tormei Bombay 
Presidency) infants experienced a significant 
increase in mortality while prime adult ugc 
groups recorded a mortality impiovemeni 
(set Maharatna 1994b ch 6| 

Thus Table 4 provides a list of several 
lesser moitahty histoncai famine locations 
actoss Indian subcontinent and also the 
i espec li ve death rates f oi i nf ants and children 
both during pre famine and prime famine 
years Note that except foi Punj ib in 1908 
all ianunc locations appear to have cx 
penchced rather mild increase in ovciall 
mortal ity (majority cases rc c ording increase 
in CDR much below 50 per cent) Indeed 
theic seems to have been a slight nnpiovc 
mt lit in mortality ot overall male population 


Tabu 4 At r Si x Sm n it l)i atii Ratis ior C hii uri n Bom Di rini Pri Famini Bash ini Pfriod 
ani> Primf Famine Yi ar Li ssi r Moriai it y Faminf I ot at ions in India 


L ocations _Inf ant _ I 4 Yeats 5 9 Y ears All Aj^ls 



Male 

F umk 

Male 

F cm tie 

Male 

Fern lie 

Mile 

F i m lie 

Madras 









189° 95 (b isc line penod) 

171 (> 

1SS 9 

25 2 

23 4 

84 

7 8 

21 0 

19 6 

1897 

177 0 

160 9 

30 2 

28 3 

13 0 

11 9 

>6 4 

24 X 


(1 01) 

(1 03) 

(l 20) 

(1 D) 

(1 54) 

(1 53) 

(1 26) 

(1 24) 

1900 

172 1 

157 3 

28 2 

26 3 

10 5 

9 8 

24 2 

22 5 

Punjab 

(1 00) 

<1 01) 

(1 12) 

(1 12) 

(1 25) 

0 26) 

(1 15) 

(IIS) 

1891 95 (baseline penod) 

215 7 

224 2 

18 3 

49 7 

10 2 

10 9 

30 4 

31 3 

1897 

221 1 

242 7 

58 4 

66 7 

i()0 

10 8 

29 6 

32 X 

Unittd Ptoximes 

(1 03) 

(1 08) 

(l 21) 

(1 W) 

(0 98) 

(0 99) 

(0 97) 

(1 04) 

1891 95 (b iselinc penod) 

221 2 

217 X 

55 7 

53 5 

136 

11 7 

33 1 

31 3 

1897 

286 9 

296 6 

73 6 

72 8 

20 2 

177 

42 1 

38 / 

sou 

(1 W) 

(1 36) 

(1 32) 

(1 36) 

(1 49) 

(1 51) 

(1 27) 

(1 24) 

1893 94 (baseline penod) 

93 0 

80 2 

13 8 

II 3 

69 

58 

13 y 

12 8 

1896 97 

103 6 

94 4 

17 1 

mt 

84 

7 5 

154 

146 

Madias 

(1 H) 

(1 17) 

(1 *>4) 

(1 U) 

(1 22) 

(1 29) 

(1 ID 

(1 14) 

1902 OS (baseline pcno I) 

184 7 

165 9 

28 1 

26 6 

8 3 

80 

22 3 

20 8 

1908 

193 8 

17 3 l 

34 0 

32 3 

11 5 

10 8 

27 1 

25 2 

Punjab 

(1 05) 

(1 04) 

(1 21) 

(121) 

(1 39) 

(H5) 

(1 22) 

(1 21) 

1891 9S (hiselinc period) 

2157 

242 2 

48 3 

49 7 

10 2 

10 9 

30 4 

31 3 

1908 

305 3 

321 9 

ill 3 

122 0 

2 3 0 

26 3 

47 9 

54 0 

Bombas Pu sideiu \ 

(142) 

(1 33) 

(2 30 

(245) 

(2 25) 

(*MU 

(1 58) 

(1 73) 

1901 04 (baseline penod) 

205 3 

193 4 

50 9 

49 2 

19 8 

22 0 

40 2 

40 6 

1906 

226 0 

2142 

63 5 

62 1 

154 

15 5 

35 3 

34 9 


(1 10) 

(1 ID 

(1 25) 

(126) 

(0 77) 

(0 70) 

(0 88) 

(0 86) 

1907 10 (baseline penod) 

199 4 

183 9 

54 1 

52 3 

10 2 

109 

29 7 

29 2 

1912 

225 8 

211 0 

79 5 

78 8 

154 

156 

36 9 

37 3 


(1 t3) 

(1 15) 

(147) 

(151) 

(1 51) 

(143) 

(1 24) 

(1 28) 


Non \ 1 Sec notes (except no 2) to Table 1 

2 For the Punjab famine of 1907 08 average annual death rales during 1891 95 have been used 
as hast lint death rates (instead ot a penod closer to the famine) because Punjab 
experiencing two successive famines of 1896 97 and 1899 1900 experienced again an 
enormous loss of life caused b> plague which continued up to 1907 
S ouu < \ As undu Tabic 1 
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Flows 1 Ratios of Reciistered Dfaths vn Prime Famine Years to Rassunc Years, by Aoe and Sex, Major Historical Famine Locations 


Bombay 1877 



Age 

— Males ---Females 


Punjab 1900 



Age 

Males - -Females 

in Punjab in 1897 and both males and 
females ol Bombay Presidency appear to 
have cxpcnenccd a significant mortality 
improvement m 1906 ovci pre famine 
levels 24 Howevei,Pun|abexperienced more 
than SO per cent elevation in o\ crall mortality 
in 1908, although this famine was not as 
severe as those ol ) 896 97 and 1899-1900 
In fact Punjab was undergoing an elevated 
mortality owing to plague epidemic since 
the beginning of this century Indeed death 
rates tor 1908 would have shown much less 
than 50 per cent increase il measuicd from 
death rates in the immediately preceding 
years (instead ol 1891-95 as shown in 
1 able 4) 

As can be seen from Table 4 in some 
lesser mortality famine locations infants 
and young children appear to have 
experienced an elevation in mortality even 
when death rate tor overall population 
declined (c g male population in Punjab 
in 1897, and also Bombay 1906) Indeed 
dui ing the United Provinces famine of 1897 
infant mortality rose by a larger proportion 
than did the death rate for overall population 
However, as happened dunng heavy 
mortality famines infants seem to have 
expetlenced a relative mortality advantage 
compared with both young and older 
children (l e, aged 1-9 years) dunng the 
lesser mortality famines 

Proportional rises in deaths by age and 
sex tor all lesser mortality famine locations 
are plotted in Figure 2 As can be seen 


Berar 1897 



Age 


Males --Females 


United Provinces 1908 



Age 

— Males ---remales 

children appear to have been generally 
vulnerable (in terms of proportionate 
increase in mortality) compared with adult 
ages (and piobably even elderly people) m 
most oi these lesser mortality famines While 
in majority cases (i e, wheie theic was a 
distinct mueasc in overall mortality) 
increase in inoitalily peaked m later child 
hood years (5 9 or 10 14 vears) young 
children (and to lesser extent inf ants) appear 
to have experienced almost whole brunt of 
famine in both Punjab in 1897 and Bombay 
in 1906 - the I amine locations where there 
was no increase in overall mortality The 
implication may be that even when a major 
mortality crisis does not result from a 
famine the adverse mortality elf ects of nuu i 
tional stress may still show through lor 
young childicn (and to lessei extent for 
infants and elderly) In other words, the 
comparative vulnerability to nutritional 
stress of intants children and elderly people 
remains overt dunng a subsistence crisis 
unless there are outbreaks of majoi epi¬ 
demics and acute social disruptions which 
then dominate the age pattern of proportional 
mortality increase 

Turning to sex-ditfereniial in mortality 
increase during these famuu s we see from 
Figure 2 that n northern locations (Punjab 
and United Piovinces) there was a distinct 
female mortality disadvantage in childhood 
years, while a reverse picture seems to hold 
in western and souther a regions (with the 
notable exception of Mysote) Thus the 


Berar 1900 



1MK I 4 S O 10 14 IS IV ?0 2‘> K> Vl 44) W SO <Stf A0+ 

Age 

— Males —Females 


United Provinces 1879 



is ur.__ 

0 I IS 15 45 454 

Age 

o MaLs *+ Females 

north south' regional dichotomy of sex* 1 
differential in mortality increase -[ 
particularly female disadvantage in northern 
parts - seems to remain noticeable too tr 
case ot lessei mortality famines 

Con< i umno Disc iission 

Il might be useful to summarise the mair [ 
points that seem to have emerged in th< 
course ol our foregoing analysis The chie; 
purpose of the paper was to into regiona [ 
variation in the extent ot iclative c oua 
protection and tamilial treatment toward 
infants and children dunng subsistence » 
crises that accompanied several histonca 
lammcs in the late 19th and early 20tl > 
century India It should be made clear tha * 
the extent of vulnerability ot infants m 
children to famine conditions has beet 
sought to be gauged in terms ol famines \ 
impact only on mortality Allhougi 
mortality impact presumably c aptures mue! 
of human distress and vulnerabjlit 
associated with famine it probably docs n t 
fully reflect the totality of trauma ex 
penenced by people during a (amine Thu 
our focus on mortality impa t ol tamin r 
on infants and chiidien ol course may nc 
provide a sufficient pomayal ot thci 
vulnerability in icspecl ol afforded sock > 
protection 1 his said mentality impact o' 
a particular subgroup ol population i 
probably a reasonable proxy lor their tamin 
disticss and vulnerability which in turnar 
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Figure 2 Ratios or Rfoisterrd Dfaths in Prime Famine Ylars ro Baseline tears, vv Aoe and Sex. Lesser Mortality Famine Locations 
Punjab ) 897 United Provinces 1897 
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lnllucntcd by the nature and extent ol soual 
piotcuion towards them Indeed as has 
been stirssed earlier age sex composition 
oi famine moitahty is shaped both by 
physiological vulnerabtlil) and social 
piotection 

Thus we have sought to examine famine 
vulnerability ot infants and children both 
in terms ot their own mortality elevation 
and in terms ot their lelative famine moifulity 
position in a >ts other age groups In tact 
differentials in famine moitahty by age and 
sex groups can be viewed m both absolute 
and relative terms Ini ants and young 
children (and old people) are usually subject 
to greater absolute vulnerability compared 
with older children and adults even dunng 
normal times Isee, e g Table 1 and Dyson 
1991a 20 and also Maharatna 1994b, Table 
2 8] This pattern is typical ol a society 
wheie widespread undernourishment co 
exists with very poor public health facilities 
But in terms ol proportional rise in deaths 
dunng famine infants (i e those under one 


year) appear to have experienced a relative 
advantage compated to children and idults 
(see Fables I and 4 and also Fig I) I his 
probably putly results from infants 
extremely high death rate even in noimal 
tunes and partly trom a relative insensitivity 
ol intanl mortallly to acute food shortage 
and environmental factors (see Bchar ct j) 
1958 on this issue] Despite infants lelativt 
biological advant iges in tamine situations 
the) might not llways have had a favoured 
position in tlu intra family division of 
resources and ttcntion Indu'd theic is 
indication that in northern locations - 
especiall) inPuniab the practice of lemule 
infanticide nu*»ht have been accentuated 
dw mg famine pci tods However although 
both very limned and indncct evidence we 
have reviewed here is suggestive of in 
creased (fem«ile) infanticide during (amines 
in the already mlantic idal northern lot alions 
the piles ol official and other documents 
appear renw rkahly silent on this possibility 
As has *1 ready been noted, children - 
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especially young children - arc physiolo¬ 
gically more vulnerable to food shortage 
and death than infants In majority cases 
oldci children (5-9 ycais) - whose death 
rate normally was much lowei than that loi, 
young children - appear to have experienced 
greater proportionate increase in mortality, r 
However young female child!cn id the 
northern India generally expeucnced a large! 
moitahty increase than that in the oldei 
childhood years - reflecting probably ar 
outcome of an accentuation of anti female j 
attitude and inequalities in inn a household 
di\ lsions during subsistence crises in these 
extremely patriarchal legions ( 

Apropos tamine mortality increase by! 
age group two bioad regional pattern*, 
seem to have cmeiged first in south centra' 
and western India older c hildrcn and adult* 
experienced a iclative disadvantage espe-i 
c willy compared to young children Second .» 
in north Indian (amines adults seem to have j 
experienced a iclative advantage c umparcc | 
to young and older childicn L ikcwise u 1 
connection with sex ditlcicntials in famine 
mortality (all ages combined see 1 able 1. j 
two regional patterns could be discerned < 
In the first region (i c south central anc* 
western India) (amine mortality of male*, 
increased most in proportional terms, bu 
m the north Indian (amines the reverse wa* 
gcntrally true The above regional dit. 
lerences in the age-sex pattern ot lamint 
vulnerability (which was shaped hnili by 
physiological vulnuability uid attendee. 
soc ul protec lion) seem loh iv l corn spondee 
to India s broad noith south dichotomy 
in basic socio cultural features Relatively 
pronounced patriarchy and anti temah 
socio cultural features in the northernpart ! 
(compared with southern central anc; 
western legions) seem to have gcncrall] 
outweighed the potential biological am 
other female advantage in coping wit! 
famines 
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R* Min, our analysis of historical famines 
!*rijkfh involved relatively minor mortality 
shown that comparatively greater 
^Vulnerability of infants children (up to age 
114 years) and probably elderly people to 
nutritional stress remains overt during these 
‘famines even though a major mortality 
crisis does not ensue And the regional 
dichotomy of sex differentials in famine 
mortality - particularly a relative female 
disadvantage in the childhood years in 
northern pads ol the subcontinent - was 

noticeable in these milder famines too 
f 

j Notes 

( {Th« paper was presented at the Workshop on 
Abortion Infanticide and Neglect in the Asian 
Past Japan in Asian Comparative Perspective 
organised by the International Union foi Sucnti 
fic Study of Population and International Centre 
for Japanese Studies at Kyoto Japan during 
October 20 21 1994 The research described in 
this paper was funded b> Indian Council of 
t Historical Research New Delhi 

The authoi is grateful to Tnn Dyson who 
kindly supplied some data used in this paper and 
also offered very helpful comments and 
suggestions on some sections of this paper 
However, remaining errors are the author s own 
responsibility ] 

J While regional differences to socio-cultural 
valuation of females and social status and 
autonomy of women appear to be the 
proximate factors for the regional patterns of 
j discrimination and neglect some authors have 

r attempted to provide more foundational 
explanation of why such north south dt\ ide 
I should have arisen in the first place (see c 
g, Bardhan 1974 Miller 1981 Kurnat 1989, 
and also Dasgupu 1993 1M 24J More 
recently, some studies however have 
suggested the importance of conscious and 
situational or selective discrimination and 
negicc t of highci pai ity female children rather 
than merely systematic souo cultutal 
differences in the treatment ot boys and girls 
(e g Das Gupta 1987 and Muhun and Preston 
1991) 

% It should however he noted that quite a few 
reasonably careful studies have recently been 
made to throw light on the issue of relative 
morfalit) effects of females both 
conieinporaiy and past - on various age and 
sex groups (including infants and children) 
m the south Asian context (see c g C hen and 
Chowdhury 1977 Sen 1980, Greenough 1982 
D'Sou/a and Chen 1980 Dyson 1991a b 
Choc and Ra//aqui 1990 Ra//uquc tl al 
1990 Agarwal 1991 especially section 4 
and also Mahaiaina I994bl 

3 For a useful background discussion on these 
famines see Bhatta 1967 Snvastava 1%8 
and also Drc/e 1990 

4 This northern piovince was renamedas United 
Provinces ol Agia and Oudh in 1901 
Henceforth it would be referred to as only 

i United Provinces 

*5 It may be noted that India s present registration 
data are still impel feet and probably more 
incomplete than m the past On this see Man 
Bhat et al (1984 28 29) 

6 Miscldssitication of causes ol death data is 


Miter important defect df the registration 
data 

7 One can possibly argue that since adult males 
are relatively prone to wander in search ol 
food and |Ob during famines, a proportionately 
greater number of way side deaths and deaths 
in jungles most of which may have remained 
unregistered w ould occur to these subgroups 
Howeva as we would see later this seems 
unlikely to distort our conclusions about age 
sex dittcrentials in fjinincmortality (formore 
on this point sec Dyson (1991a), Maharatna 
(1994b) 

K In (his connection it seems notable that 
although older children appear to have 
experienced higher mortality increase during 
the Bangladesh famine of 1974 75 than did 
infants and very young children aged below 
two years the latter group ol children sutfered 
higher mortality in the post famine period 
[see Choc and Ra/zaque I990J This 
differential arises because infants and children 
aged lwo/three years were presumably weaned 
during famine and they probably faced 
sanitary and health (.ore conditions dunng 
the post famine as bad as or worse than 
during the famine itself Cp 61} while older 
children who wue weaned before the famine 
began had already had opportunity to develop 
resistance to hardship before tht famine 

9 Indeed reports of female infanticide 
particularly in north western regions abound 
in administrative police census and othci 
offu. lal documents especially during the latter 
half of 19th century 

10 In fact as Chandrasekhar wntes even 
after 1901 census occasional reference is 
made in certain official documents to 
infanticide as a cause of infant mortality 
(Chandrasekhar 1959 p 123] 

11 It is worth noting that there is evidence of 
increased infanticide as one of the responses 
to majorhistoncal famines in lapan andChina 
For example (t)hc infanticide in the Tohku 
region during the remmeifannncoflhe 1780s 
is legendary in the domain ot Nambu the 
bodies of scores of dead children wrapped in 
straw mats were reported seen floating down 
one nver” jsee Hanley and Yamamura 1977 
213] The Chinese poor regarded female 
infanticide as an almost legitimate means of 
maintaining their material standard of living 
and in any case as a dire economic necessity 1 
Isee Ho 1959 60J 

12 On the difficulties of gathering firsthand data 
on infanticide and also on their limitations 
see George el al (1992 1153) This interesting 
study on female intantiudem a rural area ot 
Tamil Nadu - u study which is a part ol a 
four year field survey on child growth and 
survival concludes that 'female infanticide 
greatly increases the area s female infant 
mortality level Indeed if one is seeking to 
explain high rates of infant mortality in this 
region, ignoring the role of direct female 
infanticide would entail overlooking the cause 
of the majority ot female infant deaths 
(p 1155) 

13 Note the exception in Prnjab namely the 
higher female infant mortality rate which 
may be seen to be consistent with the practice 
ot female infanticide known to have been 
relatively pronounced and widespread there 

14 1 his is because murder of an infant can be 
and indeed usually was, committed with an 


tkpphcaxUM pf retoUvely littte neglect fe & 
depriving tte baby df breast milk, leaving the 
baby uncared and exposed to very cold 
weather, sinking the baby into a water-full 
bucket for a few seconds, etc) Indeed, as the 
Report to the Census ol India 1911 writes 
The neglect of female infants is of two kinds 
There is the deliberate neglect with the ob|cct 
of causing death, which is practically 
infanticide in a more cruel form, and there 
is the half conscious neglect, due partly to 
habit and partly to the parents* great solicitude 
for boys The boys are better clad, and when 
ill are more carefully tended They are allowed 
to eat their HU before anything is given to 
the girls In poor families, when there is no 
deliberate intention of hastening a girl’s death, 
she is at a great disadvantage as compared 
with her brothers in the struggle tor life* Sec 
Census of India 1911 Report Part I p 218 
As the Rtpon to the Census of Punjab 1911 
wntes if female mfantic ide does not prevail 

to a noticeable extent, ncglci t ol female infants 
has been the general i ule except in tracts and 
communities where a bride price is charged 
The moli\c foi neglecting female infants is 
the same as that of female infanticide 
(p23() 31) Indeed (lit familial neglect and 
dis crimination against young female children 
contributing to their much larger mortality 
m a ws males has been aptly termed as 
deferred infanticide [by Johansson 19831 or 
a milder form of infanticide (by Myrdal 
1968 15141 

15 It should be noted however a part of this 
inferred decline in female infanticide in the 
post famine decade (i c during 1901 1910) 
may have been due the progress in anti 
infanticide campaign and policies as was 
claimed in the official version 

16 In this context see also the recent papet by 
Langford and Storey (1993) which provides 
further indication that the pattern of sex 
differential in mortality especially in the 
early this century might well have been pai tly 
influenced by the pattern ot sex differential 
in the incidence of diseases say hookwoim 
in case of Sn Lanka 

17 A considerable decline in fertility is a veiy 
common demogiaphic response to a 
subsistence cnsis [sec e g Bonguarts and 
Cam 1982] In fact in almost all the famine 
locations considered presently a decline in 
fertility has also been observed [sec Dyson 
1991a and Maharatna 1994b| 

18 Note that this is not the rate of cure Although 
the number of in-door patients who died out 
of those who had undergone treatment is 
often available it is not always provided by 
sex Moreover this infoi matron represents 
extremely small and probably very selected 
segment of population 

19 While using these ratios (by sex) for examining 
sex differential in the utilisation and benefits 
of public health care it is of course assumed 
that there is no significant systematic sex bias 
in fatality of diseases Owing to non 
availability ot uniform data for all provinces 
we have considered only adult population 
see notes to Table 3 Similar ratios were also 
used by Kynch - albeit with the atm of 
establishing an overall picture of female 
discrimination in state health care rather than 
focusing on its regional patterns (see Kynch 
1987] 
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90 III Hrit cgfniNft&Mi It w of mten$*uo not® dtgt 
id (he prune famine year of 1900 the total 
recorded number of treatments and indoor 
beds available for female population in private 
dispensaries ol Punjab were respectively about 
five and four times the corresponding numbers 
for males Although Minilai information by 
sex fnrpnvatcdispensancs could not ht found 
for non famine years it seems it vsomble to 
argue that the above piece of information 
should not be seen to thiow much light on 
ovc iall sex diftuentiat in famine vulnerability 
among general population This is because 
the people who affoidtd pnv ilc health c ire 
can fairly safely he assumed to rtprtscni the 
sections of population who were rditivcly 
unaffected by famine distress However these 
figures probably suggest that in the peik 
motulity year in Punjab medical needs of 
female population were much gieatei 
compared to miles Interesting!) however 
the stinilai information on treatments and 
beds available by sex in pnvau dispensaries 
inanothei northern province namely United 
Piovinecs during the first dee ule ol this century 
does not show i gieatei health cure utilisation 
for female s although the m ignitnde of female 
disci nnin iiiou in health c ire utilis itionsecm 
to hivt bun somewhat lower in priv iti 
dispensaues than thu in stite hospitals and 
dispe ns tries 

21 Unlike our ratios annual i in >s of indoor 
(re itincnts to total hospital deaths hv sex we re 
0 indeed used lot ex miming temporal chingc 
in sex disenminition in health cate in the 
conn xt ol posi independent Indi i by Kynch 
and Sen i 198 3) 

**2 Tor lest of the t imint loeatioi s ol f iblc I 
for which figures ne not shewn here see 

nysop ivvii Figuic s p 21 

0 3 In almost ill fmunc loe ihons fe miles 
es|)eciall) in the ptimt leproduetivc ages (s i) 
IS 10 years) ippe u to hive lit I a iclative 
udv int »gt (coinpircd to miles) in terms of 
proportion tie mortility increase inel this 
feitule id vantage eluting famines see ins to 
arise bee uise of ipossiblelufuettomr tcnnle 
deaths rel Heel to picgnaney and i hild births 
which in turn is due to a tall in fertility during 
subsistence crises Note that this putieular 
tern lie moil ility ids image due to biologic ll 
re tsons during icute food short ij.es scents to 
have been even outweighed hv oual 
discrtmm ition against females in Punjih 

'M luhtuld howevei he noted th tithe se t imines 
were not it all nuld in terms of seventy ol 
di ought tndits id verse impact on production 
|For deli is see Mahtrains 199 lb Ch 3| 

References 

Alshat H(cd)(1987) Wonun Sunt at dldtoU gv 
Sludtt s from \fitm and Asia Mu mill in 
London 

Agarwil Bina (1989) Social Security and the 
Family in Ruial Indi i Discussion P ipu No 
21 The Development Economics Research 
Programme I ondon School ofreonomics 

Budfun Pf 1974) On Life and Death Questions 
f( anomic and Political Weekls Special 
Number 

Behai M W Ascoli and N S Suunshnw (19S8) 
An Investigation into the Causes ot Deaths 
in Children in Four Rural Communities in 
Guatemala Bulletin of thi World Health 
Organisation Vol i9 No 6 1093 103 


Bhatut, B M (1967) Fumtnejt tn Mkt A Studs 
in Some Aspens (if the Ettmomu Histon of 
bidut (I860 1945) London 
Bongaarts J and M Cam (1982) Demographic 
Responses to Famine in Cahill 
Cahill K (1982) l amine Orbis Book New York 
Chandiasckhai S (I9S9) Infant Mortal us in 
India 1901 55 George Allen and Unwin 
London 

C hen l C and A K M A Chowdhury (1977) 
Dynamics of Contemporary Famine 
hit 11 nan nuil Population Conft rent e 
Mexico Vol I 

Choe M K and A Ku?/aque (1990) Lffect of 
Famine on Child Survival in Matlah 
Bangladesh Asia Pat rfrt Population 
/atonal S S3 7’’ 

Das Gupta M (1987) Selective Discrimination 
against Female Children in India Papula 
lion and Deulopmt lit Hex tew Vol 13 No I 
pp 77 101 

Dasgupta I (1991) An Inquiry into Ft onamu s 
•f Will Btan, and Destitution Clarendon 
Piess Oxford 

Do W ui A i I9KK) Famine Farly W irning 
Systc m and the Use of Soeio FcononucData 
f)i\ isttrs Vol 12 No I 
Drc/e Jean (1990) rumne Picvcntion in India 
in Die/c md Sen (1990) Vol 2 
Dre/e Jean tml Aniartya Sen (1989) Hunger 
andPubht Aitim Clarendon Press Oxford 
(eds)( 1990) Jiu Political be onom\ of H tuner 
V olunics 1 and 2 Cl irendon Piess Oxford 
D Sou/a S md l N Chen (1980) Sex 
Differentials in Morialit) in Ruial 
Bangladesh Papulation and Dnelopnunt 
Rc\it\\ \ol(> pp 2S7 70 
Dyson Tun (I9>l n On the Demography of 
South Asnn famines Part I Population 
Studies 41 pp S 2S 

(|99f b) On the I )cmography of South Asi in 
Famines Pirt II Papulation Studus 4S 
pp 279 97 

George S R /*txl and B D Miller (1992) 

I cm lie Infanticide in Rural South India 
I tone mu ar / I china! Wet his May 30 
llmlty SB intlY't imamuia( 1977) bconomu 
and Dt mt ^uij hu Change in Pit industrial 
lapun 1600 IS6 S Princeton Uni vcisily Press 
Princeton 

Hurisx B (1989) Differential Female Mortality 
and Health C uc in South Ami founurl of 
Sonul Studus No 44 pp 3 123 
(I9S9) The Inti if limly Distribution of Hun^c t 
in South Asi i in Drt/c and Sen (1990) 
Vol I 

Ho Ping Ti (|9V>) 5 rudn s an tin Population i f 
China l <6 S 19 s C imbndge M issiehuseits 
Hobshawm \ I A Mitn K N Ra| I Siehs and 
A rhornci(l980) Peasants in Histon Oxforl 
University Pies C dentil 
iohansson S R (NS3) Deferred Infantiudc 
1 xctssKinali MorlalUy Ihiring t lulelhooel 
(iiumeo) Lmv isity of Califotnu 
K> nch J (1987) mint St nt Response s to M ik 
and Fe malt N e d in British Indi i in Afsh u 
(1987) 

Kynch J and A K Sen (1983) Indian Worm n 
Well Being ami Survival C ambrtdgi Journal 
of Lumomti s Vol 7 Nos 3/4 
langford C md P Storey (1993) Sex 
Diffeicnti its in Moitahty bails m the 
Twentieth Century Sn Lanka and Indii 
Population and Development Rtui m 19 
No 2 pp 263 82 


Mahaitunk Ani|KI9$4D)j ‘Rtgtohd Vacationm 
Demographic Consequence of Famines m 
Late 19th and Early 20th Century India 
btonomu and Political Weekly June 4 
(1994b) (forthcoming) The Demography of 
Famines An Indian Historical Perspective 
Oxford University Piess Delhi 
Man Bhat P N S Preston and Tim Dyson (1984) 
Vital Rates in India 1961 1981 National 
Academy Press Washington DC 
McAlpin M B (1981) Subject to /anune r 
University Press Princeton 
Mohinty B (1989) C ise Study of the Indian 
F imines of 1896 97 ind 1899 19(H) in Singh 
et d 

Most 1> W H (ed) (1978) Nutrition and Human 
Rt} toduition Plenum Press New York 
Muhun P K and S Preston (1991) PBeets of 
F tmily C omposition on Mortality 
Differentials h> Sex Among Children m 
Mitlab Bangladesh Papulation and Deve 
lopnunt Rex tevx Vol 17 No 3 pp4IS34 
Paniprahi 1 (1976) British Social Polos and 
F t malt Infantu ide in India Munshiram 
Manoharlal New Delhi 
Ra//iqut A N Alim L Wai and A Foxier 
(1990) Sustained Fffeets of the 1974 75 
Famine on Infjnt and( hild Mortality in Rural 
Arc i of Bingladesh Population Studies 
Vol 44 pp 14S S4 

Rivers J P W (1982) Wonu n and Children Last 
An Essay on Sex Disenmination in Disasters 
Disasters 6 pp 239 63 
Sen Am u tya 1 1980) F amine Mortality A Study 
of Bengil Famine of 1943 in Hnbsbawmet 
il (eds) (1980) 

Singh S N M K Premi P S Bhatia and A Bose 
ads) (1989) Popitluli m hansitian tn 
hulta Vol 2 B R Publishing C nrpoiution 
Delhi 

Sophc i D (1980) Hie Geographical Patterning 
ot Culture in IncJi i in Sophc r (ed) An 
F xplaratton o, India Perspe tl/ut on Sac if tv 
and C uiiurt 1 ongman L ondon 
Srivastas i H S (1968) I he Hi so n of hidum 
I umrnt s and Dt \ t lopnu nt of I ummi Pohcs 
/85 H 19/S Sri Run Melun Agia 
Sit in / md M Susser (1978) Famine and 
Fertility in Mostly 

Vi sari a 1 and V Vis imj 11983) Population in 
D Niuut! (cd) C amhndgt / tonomu His*or v 
of India Volume 2 17^7 i 1970 University 

Press C«imbnd£t 

Val ioi is V G ( 1946) Some Lift t ts of Famine 
on the Popul ition Gitcce Milbuttk 
Memorial / tend Quartt rl\ Bulletin 24 


Economic and Political 
Weekly 

available from 

Churchgate Book Stall 

Churchgate Station 
Opp Indian Merchant Chambers 
Churchgate 
Bombay 400 020 


Economic and Political Weekly July 6, 19% 


178 ^ 




DISCUSSION 


Self-Sufficiency and Allocative Efficiency 
Case of Edible Oils 

M L Dantwala 


GULA n, SH ARM A and KOHLI (GSK) in 
thcirarticle Stlf Sufficiency and Allocative 
Efficiency Case of I diblc Oils’ ( FPW , 
March 30) state The analysis ol growth of 
production of oilseeds icveals that the 
evolution of technological breakthrough in 
terms of pure yield etfecl has been rather 
slow ’ 

A look at fable 2 of their article reveals 
that during 1L 1986 87 and TE 1993 94 
the percentage change m yield pc r hectare 
ot oilseeds at 24 66 was distinctly higher 
than that of rice and wheat (21 04 and 21 63) 
and only slightly less than that ot loudgrains 
at 25 35 Strange though it may stem the 
spectacular increase of 40 68 pet cent in the 
yield per hectare in coarse cereals 
significantly contributed to the mueast in 
the ovtidll mu ease in the yield of cereals 
The yield gtowth in icgard to the iw o fastest 
growing edible oils soyabean and sun¬ 
flower, is in tact the highest among all crops 
34 07 and 25 46 pet cent respective!) with 
the exception of cotton (27 87) GSK 
pieferred not to comment on the com 
mendable me tease in the pioductivily ot 
oilseeds cultivation 

GSK s statement on slow yield el led ot 
technological breakthrough is based on their 
decomposition analysis ol sources ot growth 
Thts analysis shows that lor oilseeds as a 
group the aica effect was as high as 52 63 
per cent while the yield effect was only 
34 19 pei cent and the lemaming was 
interaction effect The tact that the 
contiibutionotinueascinaieaundcroilsecds 
to the intrtase in their production is 
substantial docs not tustitv ignoring the 
contribution ot technological breakthtough 
toproduc ti\ ily in at k ast two or three oil seeds 
Ciops 

The interaction between utea and 
productivity (yield) is a complex pheno 
menon The status of technology (> leld 
increasing or stagnant) plays a determining 
role m area shifts It seems that if a 
breakthrough in technology in a crop or 
group ot crops le ids to a smart increase in 
productivity, area will shift towards these 
crops as it has happened in the use of 
Oilseeds but when the technology is stagnant 
as in the case ot coarse giants farmers will 
shift the least productive land m that crop 
to other moie productive crops 

The pioductivity increase in oilseeds led 
tainauiu in the area under thcircultivation 


while in the case of coarse grains yield 
increase was mainly due to deaeau in the 
(low yields) aiea It can therelorc be 
contended thu the shill in acreage from 
coarse grains to oilseeds was by and large 
technology induced The coarse cereal 
farmers pitsumubly abandoned their low 
yield land to the extent of 5 84 million 
hectares between FL 1986 87andTF 1991 
94 and by doing so impioved their yield 
per hectare by as much as 40 68 per cent 
The oilseeds laimers on the other hand 
added 7 million hectares to their group ol 
crops Soyabean and sunflower which 
mu cased their area by a stupendous 266 and 
230 per cent icspeciivcly also recorded an 
impressive increase in their pioductivity - 
34 07 and 25 46 per cent 1 he point wc wish 
to emphasise is that the allocative efficiency 
ot the (positive oi negative) shift in area 
should be judged by its impact on pro 
ductivity ot all the affected crops In the 
above case the decline in the area under 
coarse cereals and inueasc in the area under 
oilseeds benefited both the crops hy the 
increase in thur productivity 
It is necessary to substintiate the 
proposition that the addition to the area 
under oilseeds is derived from low ueld 
areas The Report of the Commission for 
Agricultural Costs and Prices (CACP) on 
Puce Policy tor crops sown in 1994 95 
season observes 

A noteworthy feature of the oilseeds 
economy is that the mciemcntul produc 
Lion has been conti ibutcd mostly by the 
stales with i datively low irrigation facilities 
Madhya Piadesh Rajasthan and 
Kainataka The additional aica undei 
oilseeds came mainly through the extension 
of cultivation to tallow lands substitution 
ol some low yielding coaise cereals by 
oilseeds and then cultivation as a catch crop 
in some areas [Government of India 1995 
para 13 p 53] 

This view is supported by the observation 
made in a working paper prepared tor the 
World Bank s 1991 Country Economic 
Memorandum In the black soil areas of 
Madhya Pradesh that previously lay tallow 
duung the rainy season more than 1 6mha 
were planted to soyabean against about 
25 000 ha in 1970 71 Similarly sunflower 
which has a duration ot 90-100 days has 
replaced poor yielding sorghum and cotton 
areas in Maharashtra'* [Oblitas 1990 70] 


The Eighth Five-Year Plan strategy ioi 
accelerating oilseeds production has been 
outlined as follows For accelerated produc 
tion of oilseeds the production programmes 
will seek to expand the area undei oilseeds 
through (a) diversion ot upland rice in many 
states like Madhya Pradesh and Onssa to 
groundnut c ulti vation where the yield levels 
of ncc are vciy low and the crops olten sutler 
from moisture stress condition, (b) larger 
coverage ot soyabean in Orissa Gujarat 
Maharashti a, Bihar and Uttar Pradesh partly 
through substitution ot less remuneiativc 
crops or taking soyabean as an inter crop m 
several cropping situations (c) furthei 
enlarging ihc area undei raptsecd mustard 
in place of rainled wheat or in place white 
assured irrigation is not easily teasmle with 
consequent impact on wheat yields and (d) 
extension of groundnut and sunflower to be 
giown in summer season [Government ot 
India 1992 para I 12 3 p 13| 

There is another reason tor the rapid 
expansion of cultivation ot some oilseeds 
Farmers seek to maximise thur returns bom 
a combination of crops double triple 
cropping during the entire agucultura! 
season sub]cct to agro climatic const!amis 
This is olten facilitated by the evolution ol 
short duration maturing \ indies of seeds 
Indian agriculture benefited consideribly 
from the discovery of short duiation HYV 
vantly of wheal heralded during the green 
revolution period More recently the 
discovery ot short duiation early matuiing 
(90 days) high yielding varieties ol so\ i 
bean has replaced khant f lllow in Madhy i 
Pradesh covering about 1 6 mha [Oblitas 
!990) Punjabrao Knshi Vidyapeeth (Akola 
district Maharashtra) has evolved ind 
released in 1994 a variety ot soyabean 
(PKV 25) manning in 74 days This has 
enabled farmers to cultivate a second wop 
ot safflower gram oi castor in the nbi 
season In view ol what is narrated above 
the proposition that the discrsion ol aiea to 
oilseeds has adversely allotted allocative 
efliucncy is not very convincing 
It may be argued that the iclatne 
profitability of coat sc cereals and oilseeds 
was manipulated through slate intervention 
One ot the pnne ipal measures through whic h 
the state intervenes is through minimum oi 
piocurement prices recommended by the 
CACP and announced by the governments 
The Minimum Support/Procurement Pi ices 
are announced in rupees per quintal Taking 
1984-85 as the base year-100 thepercentage 
increase m the Minimum Support/Procure 
nient Prices m 1994-95 is calculated for 
some major crops and given in Table l The 
tabic does not indicate that the device of 
MSP was used to favour oilseeds as a group 
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OSK attcrtthit “exeessivepricc incentives 
offered to oilseed* producers havechanged 
cropping patterns in favour of oilseeds" In 
support of their argument they point out that 
“the wholesale price index ot edible oils 
[why this shift from seeds to oil 7 ] increased 
by more than 127 per cent during 1985-86 
and 1991 -92, as against 71 per cent increase 
in wheat and nee" (Note 3, p A-23) As we 
have seen, CACP/government did not 
contribute to this relative shift towards 
oilseeds prices It is not clear why GSK have 
selected the above particular period for 
comparison Such oscillations in relative 
prices ot agricultural prices in difterent 
periods are not uncommon GSK ignore the 
taetthattrom 1982-83 to 1985-86the relative 
prices of oilseeds were unfavourable com¬ 
pared to nee and wheat Again if we take 
the penod 1991-92 to 1994-95, the picture 
is reversed The index for oilseeds declined 
while that ol rice and w heat increased In 
any case, Table 2 gives a clear picture ot 
movements of relative wholesale pnees ot 
agricultural commodities over a longer 
penod Taking the entire penod ot 1982 83 
to 1993-94 there is no clear evidence to 
indicate that there was apolicy bias to provide 
oilseeds high excessive price incentives 
dunng the last decade 
While discussing the Evolution ol 
Oilseeds Policy GSK admit that “tor almost 
two decades following the onset ol green 


Table 1 Percentage Increase in Procurement/ 
Minimum Support Prices during 
1984 85 TO 1994 95 


Crops 

Percentage increase 

Rice 

148 22 

Wheal 

1291 

Bajra/Jowar 

115 4 

Groundnut 

152 9 

Soyabean (yellow) 

' 145 5 

Sunflower 

176 9 

Rapeseed and Mustard 

115 6 


Source Agi 11 ulturtil Siatistu \ at a Glum e Direc 
toratcof Economics and Statistics 
Department of Agriculture and Co 
operation Ministry of Agriculture, 
Government of India, 1995 Tabic 5 I 

Table 2 Indfx Number of Wholes ale Prices 
of Selected Commodities 
(Base 1981 82=100) 


Year _ Average ofWgcks 



Rice 

Wheat 

Raw 

Cotton 

Oilseeds 

1982 83 

115 

111 

87 

98 

1985-86 

127 

119 

95 

110 

1990 91 

178 

172 

146 

195 

1991 92 

217 

204 

238 

235 

1992 93 

249 

227 

218 

230 

1993-94 

266 

253 

246 

227 


Source Report on Current \ and Fuuuu e 1993 
94, Vol II Statisucdl Statements Re 
serve Bank of India, Bombay 


revotutton m Indian agriculture ift 1967-68, 
oilseeds demonstrated lacklustre per¬ 
formance" and add “The growth rates in 
oilseeds production during these two decades 
(1967-68 to 1986-87) were not only lower 
in comparison to other crops, especially 
wheat and nee, but also lower than their own 
performance dunng the pre-green revolution 
years" They also allude to the tact that * the 
nsmg demand for edible oils, particularly 
since 1976-77,had to be met through massive 
imports constituting about 30 per cent of the 
total supply by mid-1980s, causing a sizeable 
dram on foreign exchange* *Thc annual 
average value ot imported oils between 1983 
84 and 1987-88 exceeded Rs 1,000 crore 
Such beingthe scenano of oilseeds economy 
it is surprising that GSK speak disparagingly 
about the government's effort to step up 
production ol oilseeds They virtually blame 
the appointment ot Technology Mission on 
Oilseeds (TMO) the National Oilseeds 
Development Project (NODP) Oilseeds 
Production Thrust Project (OPTP) and the 
somewhat controversial Market Intervention 
Operations (MIO) entrusted to National Dairy 
Development Board (NDDB) tor distorting 
the cropping pattern and allocative effici 
ency They bemoan the losses incurred by 
MIO 

It is not unusual lor government to appoint 
Technical Missions whenever it linds that 
a particular crop is performing badly rhus 
over the years the government has launched 
programmes such as Integrated Programme 
toi Rice Development, Special Foodgram 
Production Programme National Pulses 
Development Programme, Intensive Cotton 
Development Programme and Intensive Jute 
Development Programme II so why is 
oilseeds development picked up by GSK as 
an attack target 7 

Likewise, market intervention operation 
(MIO) - whether justified or not - and such 
operation oiten lesultmg in losses are also 
not peculiar to oilseeds The FCI and the 
Cotton and Jute Corporations and Maha 
rashtra's Monopoly Cotton Proceuremcnt 
Scheme all intervene in the market and often 
incur losses Did all these projects and 
programmes not allect allocative efti 
uency* > It they diJ, why not say so and 
instead choose oilseeds foi special mention 7 

I have retrained from commenting on the 
section in GSK s article on nominal 
protection coelliuent (NPC) because 1 do 
not accept the world (border) prices as a 
relevant reference point (or fudging the 
appropriateness ol domestic prices or tor 
their determination 

Apart from that, in regard to essential 
commodities for consumption like 
foodgrains and even edible oils, based on 
our own past experience and that ot many 
other countries 1 would not like to trust the 
big players in international trade and their 


governments to act according to the ethics 
of free trade Hence, I am not apologetic in 
advocating self-sufficiency in the matter of 
food security In the light of the uncertainty 
of agricultural production and the consequent 
volatility of world agncultural price, one 
can never be sure of ourdeficits and surpluses 
matching with the surpluses and deficits of 
the exporting countries as and when need 
arises 

1 should like to clarify that I do not favour 
market intervention as a permanent feature 
ot agncultural policy To icmove any mis- 
undeistanding on this score I should like 
to very briefly reiterate my views on the 
subject Market intervention becomes neces¬ 
sary to tackle emergent situations such as 
tor example acute food scarcity which 
compelled the government to procure food- 
grains below the prevailing market prices 
and introduce zonal restrictions It has to be 
resorted to counter speculation and piotect 
the low income consumer through targeted 
public distnbution When food availability 
is comfortable movement restrictions and 
price meddling have no justification For 
growth in agriculture our mam instiumeiu 
has to be constant upgiudation ot cosl- 
reduung technology and its widespiead 
adoption aided by effective extension and 
support system Higherandhighei incentive 
prices abetted by subsidies will provide little 
help in augmenting agrv ultural production 
It has been conclusively proved that the 
aggregate supply response to prices is very 
weak 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 




(Incorporated in Bahrain with Limited Liability) 






INDIAN BRANCHES 



BALANCE SHEET AS ON 31ST MARCH 1996 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH 1996 

Schedule 

As on 
31-03-96 
Rs. (000) 

As on 
31-03-95 

Rs. (000) 

Schedule 

Year 
Ended 
31-03-96 
Rs. (000) 

Year 

Ended 

31-03-95 

Rs. (000) 

CAPITAL AND LIABILITIES 




1 INCOME 

■ 


Capital 

Reserves and Surplus 

Deposits 

1 

186,835 

183,614 

2,133,556 

2,000 

137,141 

1,879,000 

Interest earned 13 

Other income 14 

■ 

256,707 

34,962 


TOTAL 

357,543 

291,669 

3 




Borrowings 

4 

193,751 

235,651 

2 EXPENDITURE 



Other Liabilities and Provisions 

5 

204,865 

175,664 

Interest expended 15 

181,293 

120,032 

TOTAL 


2,902,621 

2,429,456 

Operating expenses 16 

Provisions and contingencies 

47,085 

82,692 

39,106 

83,271 





ASSETS 




TOTAL 

311,070 

242,409 

Cash and balances with 

Reserve Bank of India 

6 

113,447 

294,079 

3 PROFIT 



Balances with Banks and Money 
at Call and Short Notice 

7 

275,565 

53.406 

Net profit for the year 

Profit brought forward 

46,473 

103,587 

49,260 

64,179 

Investments 

8 

591,570 

834,751 

TOTAL 

150,060 

113,439 

Advances 

9 

1,804,479 

1,151,199 




Fixed Assets 

10 

20,233 

18,836 

4 APPROPRIATIONS 



Other Assets 

11 

97,327 

77,185 

Transfer to statutory 
reserve 

Remitted to Head Office 

9,294 

9,852 

TOTAL 


2,902,621 

2,429,456 

Contingent Liabilities 

12 

1,519,602 

704,500 

Balance carried over to 

Balance Sheet 

140,766 

103,587 

Bills for Collection 


398,574 

211,232 

TOTAL 

150,060 

113,439 

As per our report of even date attached 






For KALYANIWALLA A M1STRY 
Chattered Accountants 



For BANK OF BAHRAIN AND KUWAIT B.S.C. 
INDIAN BRANCHES 

5dA 

Brtnin K. Irani 

Partner 

Mumbai: June 27,1996 




Sd/- Sd/- 

K S. Krishnakumar Prakash Desai 

General Manager ft Manager—Operations 

Chief Executive Officer-lndia 
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BANK OF BAHRAIN AND KUWAIT B^.C. 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3IST MARCH 1996 



As on 

As on 


As on 

Ason 


31-03-96 

31-03-95 


31-03-96 

31-03*95 


Rs. (000) 

Rs. (000) 


Rs. (000) 

Rs. (000) 

Schedule 1 - Capital 



Schedule 5 - Other LiabUMe, 



Capital 



and Provisions 



The amount brought in by 



1. Bills Payable 

17,668 

17,621 

Bank by way of start-up 



2. Inter-office adjustments 


capital as prescribed by RBI 

186,835 

2,000 

(net) . 

13,910 


(The amount of deposit kept 



3. Interest acchied 

78,856 

67,367 

with the Reserve Bank of 

India under Section 11(2) of 



4. Others (including provisions) 

94,431 

79,156 

the Banking Regulation Act, 



TOTAL 

204,865 

175,664 

1949 (including capital) 
is Rs. 36.900,000) 



Schedule 6 - Cash and Balances 



TOTAL 

186,835 

2,000 

with Reserve Bank of India 



Schedule 2 - Reserves 
and Surplus 



1. Cash in hand 
(including foreign 
currency notes) 

3,020 

2,030 

1 Statutory Reserve 


23,70i 

2. Balances with Reserve 



Opening Balance 

33,554 

Bank of India 



Additions during the year 

9,294 

9,852 

l) In Current Account 

110,427 

292,049 

Deductions during the year 

— 

— 

ii) In Other Accounts 

- 

- 


42,848 

33,554 

TOTAL 

113,447 

294,079 

2 Balance in Profit and 






Loss Account 

140,766 

103,587 

Schedule 7 - Balances with 

Banks and Money at Call 



TOTAL 

183,614 

137,141 



and Short Notice 

Schedule 3 - Deposits 

■■ 


1. In India 



A. 1 Demand Deposits 

MM 

2,737 

70,884 

l) Balances with banks 
a) In Current Accounts 

913 

1,077 

i) From Banks 

ii) From Others 

b) In Other Deposit 
Accounts 




64,933 

73,621 

ii) Money at Call and 



2 Savings Bank Deposits 

90,777 


Short Notice 



3 Term Deposits 



a) With Banks 


— 

i) From Banks 

ii) From Others 

1,977,846 

1,699,098 

b) With Other Institutions 


— 

TOTAL 

913 

1,077 I 


TOTAL 
* In India 


1,879.000 



I 



2. Outside India 



Schedule 4-Borrowings 



i) In Current Accounts 

ii) In Other Deposit 

274,652 

52,329 

Borrowings in India from 



Accounts 

— 


i) Reserve Bank of India 

146,000 

212,100 

iii) Money at Call and 



ii) Other Banks 

iii) Other institutions and 

41,901 

11,901 

Short Notice 

- 

- 


* 




agencies 

5,850 

11650 

TOTAL 

274,652 

52,329 

TOTAL 

193,751 

235,651 

GRAND TOTAL 

275,565 

II 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING FART OF THE BALANCE SHEET AS ON 3IST MARCH 1996 


As on 

As on 



As on 

As on 


31.03.96 

31.03.95 



31.03.96 

31.03.95 


Rs. (000) 

Rs. (000) 



Rs. (000) 

Rs. (000) 

Schedule 8-Investments 



Schedule 10 - Fixed Assets 



1 Investment! in India in 



1 

Premises 

- 

- 

i) Government securities 

578,263 

554,962 

2 

Other fixed assets (including 
furniture and fixtures) 



ii) Other approved securities 

9,900 

13,900 


At cost as on 31st March of 



iii) I'nits, Unit Scheme 1964 




the preceding year 

31,885 

13,636 

of Unit Trust of India 

- 

82,570 








Addiuons during the year 

7,645 

18.733 

iv) Commercial papen 


183,319 


Deductions during the year 

0.070) 

(1.010) 

v) Other securities 

3,407 

— 


Depreciation to date 

(18427) 

(12423) 

TOTAL 

591,570 

834,751 






TOTAL 

20,233 

■EEH 

Schedule 9-Advance* 










A i) Bills purchased and 



Schedule 11-Other Assets 



discounted 

564,569 

387,088 

1 

Interest accrued 

33,479 

35,299 

ii) Caih credit, overdraft 
and loan* repayable 
on demand 

557,673 

383,350 

2 

Tax paid in advance/ 
tax deducted at 

16,540 

16441 


source (net) 

iii) Term laana 

682,237 

380,761 

3 

Stationery and stamps 

24 

17 

TOTAL 

1,804,479 

1,151,199 

4 

Others 

47484 

25428 

B i) Secured by tangible aaaete 

1,279,549 

861408 



TOTAL 

97,327 

77,185 

ii) Covered by Bank/ 







Government Guarantees 

310,708 

157,420 

Schedule 12 - Contingent 
Liabilities 



iii) Unaecured 

214,222 

132471 

1 

Liability on account of 

' 







TOTAL 

1,804,479 

1,151,199 


outstanding forward 

1443.039 

446,229 





exchange contracts 

C I Advances in India 



2 

Guarantees given on behalf of 


57,891 

i) Priority sectors 

366,191 

236,069 


constituents in India 

80439 

ii) Public sector 

- 

- 

3 

Acceptances, endorsements and 
other obligations 

196424 

200480 

iii) Banks 

310,708 

157,420 

4 

Other items for which the bank is 



iv) Others 

1,127,580 

757,710 


contingently liable 

- 

- 

TOTAL 

1,804,479 

1,151,199 


TOTAL 

1419(602 

704400 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 

(Incaporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT AS ON 31ST MARCH 1996 




Year 

Year 



Year 

Yew 



Ended 

Ended 



Ended 

Ended 



31-03-96 

31-03-95 



31.03.96 

31.03.95 



Rs, (000) 

Rs. (000) 



Rs. (000) 

R*. (000) 

Schedule 13 - lateral Earned 



Schedule 16 - Operating 



1 

Interest/discount on advances/ 
bills 

Income on investments 

220,720 

85,930 

122,699 

111,693 

1 

Payments to and provisions 
for employees 

11,500 

7338 

2 


3 

Interest on balances with 

Reserve Bank of India and 
other inter-bank funds 

35,531 

20,824 

2 

Rent, taxes and lighting 

13,060 

12330 

'4 

Others 

6,509 

1,491 

3 

Printing and stationery 

1382 

947 


TOTAL 

348.690 

256,707 









4 

Advertisement and 



Schedule 14 - Other Income 




publicity 

138 

443 

1 

Commission, exchange and 
brokerage 

10,558 

8,877 

5 

Depredation on bank's 
property 

6,903 

6380 

2 

Profit on sale of investments (net) 

(10,496) 

15,421 





3 

Loss on revaluation of 



6 

Auditor’s fees and 




investments (net) 

(9,125) 

(88) 


expenses 

406 

125 

4 

Profit on sale of assets (net) 

0 

448 





5 

Profit on exchange 
transactions (net) 

9,735 

4,069 

7 

Law charges 

468 

174 

6 

Miscellaneous income 

8.181 

6335 

8 

Postages, Telegrams, 

Telephones, etc. 

1358 

1378 


TOTAL 

8353 . 

34,962 



- 



9 

Repairs and maintenance 

3,028 

1338 

Schedule 15 - Intone* Expended 




1 

.Interest on deposits 

125379 

112,010 

10 

Insurance 

1,464 

133! 

2 

Interest on Reserve Bank of 
India/lnter-bank borrowings 

18,474 

7,922 



6378 

6302 


11 Other expenditure 

3 

Others 

36.940 

100 



; 

V . 


TOTAL 

181393 

120,032 


TOTAL 

Ega 

39.106 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 

(Incorporated in Bahrain with limited Liability) 

INDIAN BRANCHES 


Notes forming part of the accounts for the year ended 31st March 1996 

I. Principal Accounting Policies 

1. General 

The financial statements have been prepared on the historical cost basis. 

2. Foreign Currencies 

(i) Assets and Liabilities in foreign currencies are translated at the rates prevailing at the end of the year. 

(ii) Outstanding forward exchange contracts are revalued at the rates prevailing at the end of the year and the resultant gains or 
losses are accounted for. However, the contingent liability in respect of outstanding foreign exchange contracts is included 
at the contracted rates. 

3. Investments 

In accordance with the Accounting Standards for Investments laid down by the Reserve Bank of India, investment portfolio is 
classified into "Permanent" and "Current" categories. 

Permanent investments are stated at cost adjusted for any premium or discount amortised from the date of purchase to the date of 
maturity on a straight line basis. 

Current investments are stated at lower of cost or market value. 

Treasury Bills and Commercial Papers are stated at carrying cost. 

4. Advances 

Provisions for bad and doubtful advances have been made to the satisfaction of the Auditors: 

(i) In respect of identified advances, on the basis of norms laid down by the Reserve Bank of India for identification of provisioning 
for non-performing assets. 

(ii) In respect of other advances, as a percentage of the total pre-tax profit for the year, after taking into account general factors 
that relate to latent doubtful debts which are not separately identified Loans and advances are stated net of provision made 
under (i) above. 

5. Revenue Recognition 

(a) Interest income on all advances other than non-performing assets (doubtful and loss assets) is recognised on accrual basis. 

(b) Income from investments is accounted on accrual basis, except for dividend income from units of UTI. 

(c) Commission, exchange and brokerage are accounted on accrual basis, except for commission on underwriting and Letters of 
Credit. 

6. Depreciation 

Depreciation is provided for on fixed assets on the written down value basis at the following rates which are equal to/higher than 
those prescribed under Schedule XIV of the Companies Act, 1956. 

Office Equipment 25.00% 

Office Furniture 18.10% 

Computers 40.00% 

Vehicles 25.89% 

Depreciation on addition is calculated for the full year irrespective of the date of addition, and no depreciation is provided in respect 
of assets sold during the year. 

7. Retirement Benefits 

(a) Gratuitv 

The liability for gratuity is accounted for on the basis of actuarial valuation. 

(b) Encashment of Leave 

The employees of the Bank are not entitled to cany forward their leave. Even in the year of retirement the leave for the year 
would have to be exhausted before retirement. However at the discretion of the management the employee may be allowed 
to encash the leave for the period not availed off. 

8 The Capital to Risk Assets Ratio as at 31st March 1996 as assessed by the Bank on the basis of the guidelines issued by the Reserve 
Bank of India is 18.79%. 

9. Net Profit 

The net profit disclosed in the Profit and Loss Account is after: 

(i) Provisions for taxes on the income in accordance with statutory requirements. 

(ii) Provisions for doubtful advances. 

(iii) Transfer to contingency funds. 

(iv) Other usual or necessary provisions. 

II. The difference as at 31st March 1996 between the book value and the market value of permanent investments has not been provided 
for, since these investments are intended to be held upto maturity and, in the opinion of the management, the fall in the market value 
does not affect their realisable value at maturity. 

DP. Previous year’s figures have been regrouped wherever necessary to make them comparable with the current year. 


As per our Report of even date attached 

For KALYANIWALLA & MISTRY 

Chartered Accountants 

Sd/- 

Brmin K Irani 
Partner 

Mumbai: June 27, 1996 


For BANK OF BAHRAIN AND KUWAIT B.S.C. 

INDIAN BRANCHES 

Sd/- Sd/- 

K S Krishnakumar Prakash R Desai 

General Manager & Chief Executive Officer - India Manager-Operations 


1790 


Economic aod Political Weekly July 6.1996 




BANK OF BAHRAIN AND KUWAIT B.S.C. 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


Auditor’s Report on Hie Indian Branches of The Bank of Bahrain and Kuwait, 
B.S.C. Under Section 30 of the Banking Regulation Act, 1949. 

We have audited the attached Balance Sheet of the Indian Branches of Bank of Bahrain and Kuwait B.S.C. as 
at 31st March, 1996 signed by us under reference to this report and the relative Profit and Loss Account of the 
Indian Branches of the Bank for the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with provisions of 
Sub-section (1), (2) and (S) of Section 211 and Sub-section (5) of Section 227 of the Companies Act, 1956, the 
Balance Sheet and Profit and Loss Account together with the notes thereon are not required to be drawn up in 
accordance with Schedule VI to the Companies Act, 1956. The Accounts are, therefore, drawn up in conformity 
with Forms A and B of the Third Schedule to the Banking Regulation Act, 1949. 

We report that; 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; 

b) The transactions of the Branches which have come to our notice have been in our opinion, within the power 
of the said Branches of the Bank; 

c) In our opmion, proper books of account, as required by law have been kept by the Branches so far as appears 
from our examination of those books; 

d) The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this report 
are in agreement with the books of account; 

e) The forward exchange contracts have been revalued at the year end rates and the resultant gains or losses 
have been recognised in the Profit and Loss Account in line with the Foreign Exchange Dealers* Association 
of India guidelines approved by the Reserve Bank of India (refer accounting policy 1.2 (a) in schedule 17). 
This policy is not in accordance with Accounting Standard 11 - “Accounting for the effect of changes in 
foreign currency rates** issued by the Institute of Chartered Accountants of India. The impact of such deviation 
is not quantified. 

f) Subject to foregoing, in our opinion, and to the best of our information and according to the explanations 
given to us, the said accounts read with the notes thereon, give the information required by the Companies 
Act, 1956, in the manner so required for Banking Companies and on such basis the said Balance Sheet gives 
a true and fair view of the state of affairs of the Indian Branches of the Bank as at 31si March, 1996 and 
the Profit and Loss Account gives a true and fair view of the Profit of the Indian Branches for the year ended 
on that date. 


For and on behalf of 
KALYANIWALLA A MISTRY 
Chartered Accountants 
SdA 

Ermin K. Irani 

Mumbai: June 27, 1996 Partner 
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BALANCE SHEET OF INDIAN BRANCHES 
AS AT MARCH 31, 1996 


As at 

Schedule 31/3/1996 


CAPITAL AND LIABILITIES 
Capital 1 

Reserves and Surplus 2 

Deposits 3 

Borrowing* 4 

Other Liabilities and 
Provisions 3 


PROPERTY AND ASSETS 

Cash and Balances with 
Reserve Bank of India l 

Balances with Banks and 
Money at Call and 
Short Notice 

Investments 1 

Advances i 

Fixed Assets 1 

Other Assets 1 


851,591 

6,615.954 

32,496,968 

11,381,381 

5,103,813 


76,449,707 


As at 
31/3/1995 


21,960 

6,056,088 

46,221,591 

8,254,282 

5.712469 


66,266,490 


Bills for Collection 


7,037,412 

11457.998 

2,636,010 

1,353,423 

19,012,934 

22,736,891 

36,461,864 

19,006,224 

3,750,455 

3,711,097 

7,551,032 

7,900,857 

76,449,707 

66,266,490 

158,689,689 

90,927,865 

5,722,025 

3,486,481 



PROFIT AND LOSS ACCOUNT OF INDIAN 
BRANCHES FOR TOE YEAR ENDED 
MARCH 31, 1996 


Year Year 

b»mM Ended 

Schedule 31/3/1996 31/3/1995 


INCOME 
Interest earned 
Other income 


EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and 
Contingencies 


PROFIT/LOSS 
Net profit for foe year 
Profit brought forward 


APPROPRIATIONS 
Transfer to Reserve under 
Section 11(2) (b) Oi) 

Transfer from surplus on Sale 
of Immovable Properties Reserve 
Transfer to Property Investment 
Reserve 

Transfer to “Retro ttable Surplus/ 
Head Office General charges 
retained in India for meeting 
CRAR requirements” reserve 
Balance Carried Forward 


7,199,185 5,783,654 

1,568,093 1,338,959 


7,122,613 



591,123 

1,833,948 

774,768 

1447478 

2,425,071 

2,022,146 

118,223 

154454 

3,482 

0 

0 

33444 

1,090406 

1420,022 

0 

1433448 

2,425,071 

2422,146 


See notes appended 

In terms of our attached report of even date 

For Bharat S. Rant A Co. 

Chartered Accountants 



Sd/- 

Sd/. 


Sd/. 

SAMMY MEDORA 

VINITKOHL1 


M.M.MISTRI 

Partner 

Mumbei, June 28,1996 

Asst General Manager - Finance 


Chief Executive Officer 
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BALANCE SHEET OF INDIAN BRANCHES AS AT MARCH 31, 1996 



As at 

31/3/1996 


Rs. ’000 


As at 
31/3/1995 


Rs. *000 


SCHEDULE I—CAPITAL 
Amount deposited with the Reserve 
Bank of India under Section 11(2) 
of the BankingRegulation Act, 1949 
(Market value of securities lodged) 

Head Office Reserve (Amount 
remitted in sterling from head office) 

Head Office Capital in India 
(Transferred from other Liabilities 
and Provisions - Refer Note 2(b)) 


SCHEDULE2—RESERVES 
AND SURPLUS 
Statutory Reserve 

Reserve under Section 11(2) (b) (u) 
of the Banking Regulation Act. 1949 
Opening Balance 
Additions during the year 


Capital Reserves 
Property Revaluation Reserve 
Opening Balance 
Additions during the year 
Deductions during the year 

Surplus on Sale of Immovable 
Properties (net of capital gains tax) 
Opening Balance 
Additions during the year 

Property Investment Reserve 
Opening Balance 
Additions during the year 
Deductions during the year 

Other Reserve 
Opening Balance 
Remittable Surplus/Head Office 
General Charges retained in India 
for meeting CRAR requirements 
Opening Balance 
Additions during the year 
(transferred from Profit and Loss 
Account) 


Profit and Loss 
Balance carried forward per 
Profit and Loss Account 
Add: Tax Credits Receivable (on 
Specific Provisions for 
Doubtful Debts) 

—Contra to Other Assets 


201,861 


1,229 


197,976 


201,861 


1,229 


6,615,954 6,056,088 



As at 

As at 

31/3/1996 

31/3/1995 




SCHEDULE 3—DEPOSITS 

Demand Deposits 
From Banks 
From Others 

Savings Bank Deposits 

Term Deposits 
From Banks 
From Others 


539,223 

10,335,888 


10.875.11 


8,901.611 8,527350 


4,760,912 | 4,952,128 
27.959J34 


Deposits of Branches in India 52,496,968 


SCHEDULE 4—BORROWINGS 

Borrowings in India 
Reserve Bank of India 
Other Banks 

Other Institutions and Agencies 


Borrowings outside India 


4 240,800 
330,500 
978,711 


5,831.370 


11,381,381 




Secured Borrowings included above 4,479,512 1,979339 


SCHEDULE 5—OTHER 
LIABILITIES AND 
PROVISIONS 

Bills Payable 
Interest Accrued 
Head Office Funds in India 
Transferred to capital 
(Refer note 2(b)) 

Others (including Provisions) 


SCHEDULE 6-CASH AND 
BALANCES WITH 
RESERVE BANK OF INDIA 

Cash in Hand 

(including foreign currency notes) 
Balances with Reserve 
Bank of India 
In Current Account 


1.484,713 

1334,992 

2,024,013 

2,110,979 

0 

829,631 

1,595,087 

1,236,967 

5,103,813 

5,712,569 


214,706 171,053 

6,822,706 11,386,943 


7.037,412 I 11357,998 
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BALANCE SHEET OF INDIAN BRANCHES AS AT MARCH 3I t 1996 


Asat As at 

31/3/1996 31/3/1995 


SCHEDULE 7—BALANCES 
WITH BANKS AND MONEY A1 
CALL AND SHORT NOTICE 

la India 

Balances with Banks in India 
Current Accounts 
Money at Call and Short Notice 
With Banks 


Outside India 
Current Accounts 


Schedule 8—investments 

Investments in India in 
Government Securities 
Other Approved Securities 
Shares 

Debentures and Bonds 
Subsidiaries and/or Joint Ventures 
Other Investments 

Market Value of Investments in 
Government and Other Approved 
Securities 

SCHEDULE 9—AD VANCES 

Bills purchased and discounted 
Cash credits, overdrafts and loans 
repayable on Demand 
Tenn loans 


Secured by tangible assets 
Covered by Bank/Govcmment 
guarantees 
Unsecured 


Advances in India 
Monty Sector (excluding Export 
pedit) 

Public Sector 

Banks 

Others 


Advances Outside India 
Others 


122.434 148.012 

209.220 455,219 


331,654 

603,231 

2404,356 

750,192 

2.636.010 

1,353,423 

; 

' 

15.265,941 

207,064 

29,736 

1,715,455 

1 

1,794,737 

17,179,409 

284,387 

36,438 

1,359,485 

1 

3,877,171 

19,012,934 

22,736,891 

15,473,005 

17.463.796 

4,606,226 

3,711,757 

11,104,965 

20,750,673 

7,763,231 

7,531.236 

36,461,864 

19.006424 


29,736469 

14,013,915 

1,827420 

4,898,075 

997.438 

3,994,871 

36,461464 

19>,006424 

2430,463 

.1,968,796 

1,047 

1450473 

964,103 

11,626 

mnim 

16,163407 

36.444478 

18,989409 



la India 
Outside India 



Other tart for which the bank is 
ctaagendy liable 


As at 

As at 

31/3/1996 

31/3/1993 


SCHEDULE 10-nXED 
ASSETS 

Premises 

At cost/valuation as on 
31st March of the 
preceding year 
Additions during the year 
Revaluation during the yeai 
Deductions during the year 
Depreciation to date 

Other Fixed Assets 

(Including Furniture and Fixtures) 
At cost/valuation as on 31st March 
of the preceding year 
Additions during the year 
Deductions during the year 
Depreciation to date 

Capital Work-in-Progress 


SCHEDULE II—OTHER 
ASSETS 

Inter-Office Adjustments (Net) 
Interest Accrued 

Tax Qedits Receivable - Contra to 
Reserves and Surplus 
Amount Receivable - National 
Housing Bank (Refer Note 2(a)) 
Others 


SCHEDULE 12—CONTINGENT 
LIABILITIES 

Claims against the bank not 
acknowledged as debts 
Liability on account of outstanding 
forward exchange contracts 
Qaa raiU oc i given on behalf of 


3,049*996 1,833,961 

3,820 106,029 

0 1,110,079 

50,794 73 


992,982 

206,742 

10,330 

479.980 


3.049,996 


808,802 

170,147 

5,967 

391.573 


_ 709.414 , 6QJL4Q9 

77,986 59,692 


3,750,455 


223,019 

660,256 

861,156 

728,914 

232,869 

264,126 

5,065,455 

1469.433 

5,065,455 

981406 

7451.032 

7,900457 

6,268464 

5444,854 

123,999,885 

58489,705 

19,157432 

_425; 130 

19482,962 

17411.769 

mm 

17446441 


8,560,972 

277404 


158,689487 90,927465 
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EARNED 

lmrrost/ 4f«r?vrt on advances/bdls 
Income on investments 
(including dividend) 

of India end other intor-Bank Audi 
Others 


SCHEDULE 14—OTHER 
P t COME^ ^ ^ 

Net profitless) on sale of investmenis 
Net profit/(loss) on sale of land, 
buildings and other assets 
Net prafit/(loss) on exchange 


PROFIT AND LOSS ACCOUNT OF THE INDIAN BRANCHES FOR 
YEAR ENDED MARCH 31. 1996 


Year Year 

Ended Ended 

31/3/1996 31/3/1995 


4301,080 2.664,489 

2,400397 2,699.288 

419352 365.602 

77.956 54.275 


7,199,185 5,783,654 


734,342 

299,923 


SCHEDULE 15—INTEREST 


Interest on Reserve Bank of India/ 
Inter-Bank borrowings 
Others 



2,995,775 

687.451 
_ GU91 


4,885.434 3,750.718 


SCHEDULE 16—OPERATING 


Payments to and provisions 
for employees 

Rent, taxes and lighting 

Punting and stationery 

Advertisement and publicity 

Depreciation on Bank's property 

Indian advisory board members 
fees, allowances and expenses 

Auditor's fees expenses 

Law charges 

Postage, telegrams, 
telephones, etc 

Repairs and maintenance 

Insurance 

Other expenditure 


Year 

Ended 

31/3/1996 

_ 

Year 

Eatai 

31/3/1995 


mm 

1,105,110 

936,691 

174,846 

149,476 

60,393 

52,899 

62,551 

76,817 

133.280 

110,885 

4,904 

4.156 

3,000 

2,600 

36,861 

30,237 

122,225 

125,348 

110,472 

120,361 

34,209 

36341 

310,960 

223,616 

2,158,811 

1,869,627 


NOTES APPENDED TO AND FORMING PART OF THE FINANCIAL STATEMENTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 


Die accsnipaaiyuf financial statements am prepared on the hutonca) cost ban* except where stated otherwise and conform to the 
statutory provisions and practices prevailing in India. 


a. Foreign currency assets and liabilities are translated oo die Balance Sheet date >t the rales notified by FEDAI, except deposit 
ewapa which are not revalnod and Foreign Currency Non-Rodem Account balance, under the FCNR(A) Scheme which are 
valued at the relevant rates specified by the Reserve Bank of India. The resulting losses/profits on revaluation are included 
in dm Profit and Lone Account. 

b. CfrntingereHahihtMonacpoiMcfoiititanihng foreign exchange contracts are reported at the contracted rates. Outstanding foreign 
exchange contracts except deposit swaps are revalued on the Balance Sheet date at the rates notified by FED Aland the resulting 
losaes/jprofits an revaluation are tocluded m the Profit and Loai Account 

c. Income and expenditure items are accounted for at the exchange rates ruling on the date of transaction. 

AH investments are Xmreut Investments” and are valued at the lower of cost and market value in aggregate for each category in 
rompli a ncr with die R ca er v c Bank of India requirements. Treasur y Billx, Commercial Paper and Floating Rate Notes are valued 
at carrying cost (us. face value leas unamorttaed discount or pine unamortised premium) to maturity Investments in associates 
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NOTES APPENDED TO AND FORMING PART OF THE FINANCIAL STATEMENTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 

Advances 

a. Advances are net of all provisions which are periodically reviewed. 

b. Provisions are made on a gross basis. Tax relief which will be available when the advance is written off will be accounted for in 
the Profit and Loss Account in the year of write-off. Such future tax relief is shown as 'Tax Credits Receivable" under the 
captions "Other Assets" and "Reserves and Surplus" m the Balance Sheet. 

Fixed Assets 

a. Fixed assets are recorded at historical cost less accumulated depreciation except premises which are revalued and 
accounted for at values determined on the basis of such revaluation by independent professional valuers. Surplus on 
revaluation has been credited to "Property Revaluation Reserve". 

b. Depreciation is provided at straight-line rates prescribed by Schedule XIV of the Companies Act, 1956. 

c. Depreciation in respect of revalued assets is provided for on the revalued amount and charged to the Profit and Loss 
Account. 

Income Recognition 

Interest income is recognised on the accrual basis except in the case of non-performing advances where it is taken to the Profit 

and Loss Account on receipt. 

Staff Benefits 

Pension and gratuity benefits to staff are paid mainly from approved trust funds. Unfunded pension, gratuity and other retirement 

benefits are provided for based on an independent actuarial valuation conducted by a qualified actuary. 

Net Profit 

The net profit disclosed in the Profit and Loss Account is after: 

i. Provision for taxes on income. 

ii. Provision for doubtful advances. 

iii. Adjustments to the value of investments in Government and other approved securities in India, and other investments, valued 
as stated above. 

Other Notes 

a. The Bank has received a claim, aggregating approximately Rs. 5,065 million from the National Housing Bank (NHB). The 
claim arises out of certain cheques drawn by NHB m favour of th£ Bank, the proceeds of which were credited into the account 
of one of the customers of the Bank. 

On 4th November 1992, and pursuant to a directive from the Reserve Bank of India (RBI), the Bank made a payment 
of Rs. 5,065 million to NHB under protest, without admission of liability, and subject to an agreement with NHB, entered 
into on the same date, providing for arbitration of the disputes between the parties. This amount is included in Other 
Assets. The RBI, which is NHB*s parent, has confirmed in writing that it will ensure that NHB meets its liabilities under 
this arbitration agreement, including repaying the Bank if NHB loses the arbitration. 

The arbitration is currently m progress and arbitration arrangements provide that the matter is treated as sub-judice and 
therefore comment by the parties is limited. 

The Bank has obtained firm legal advice from senior counsel and based on that advice no provision has been made in 
respect of the claim or the amount paid to NHB. 

b. In 1991 certain amounts were transferred from non-convertible rupee accounts to convertible rupee accounts maintained 
with the Bank. In making these transactions it would appear that the provisions of the Foreign Exchange Regulation Act, 
1973 were inadvertently not complied with. The Bank, on its own initiative, brought these transactions to the attention 
of the RBI in January 1993 and remitted to India the foreign exchange equivalent of USD 26.4 million (Rs. 829.6 million) 
in 1993-94. This amount has now been transferred to capital. 

The regulatory authorities have served preliminary notices on the Bank and certain of its officers which could lead to 
proceedings and possible penalties. The Bank's lawyers have prepared responses to these notices and the Bank considers 
that the outcome will have no material adverse effect on the financial statements. 

c. The Bank has purchased certain public sector bonds with a face value of Rs. 262 million from counterparties. As the 
counterparties have failed to deliver the interest warrants relating to the bonds, the Bank has filed legal suits and believes 
that the warrants will be recovered. 

d. The after-effects of the much publicised 1992 Financial Markets Scam continue. Banks, including ANZ Grindlays Bank 
pic, which provided banking services to banks and brokers subsequently identified as involved in the Scam, are now 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United Hngdosn with United Liability) 


FORM ‘A* 


BALANCE SHEET AS AT 31ST MARCH, 1996 


Atat Aim 

31tt March, 31«tMarch, 
1995 1995 

Schedule Rt.tnOOO’i Rt tnOOO't 


CAPITAL AND LIABIUTIES 

Opted 1 

Reserve and Surplus 2 

Deposits 3 

Bonowtegs 4 

Other liabilities and 
provisions 5 

TOTAL 

ASSETS 

Cash and balances with 
Reserve Bank of India 6 

Balances with Banks and 

money at call and 

short notice 7 

Investments 8 

Advances 9 

Hxed Assets 10 

Other Assets 11 

TOTAL 

Contingent Liabilities 12 

Bills for Collection 

Notes 17 


206,000 206,000 

187,832 116.695 

1,287,462 981.948 

1,599,272 1,539,472 

232,793 239,672 


3.513359 3,083,787 


212,645 89372 


45,901 

620,096 

2,193,023 

153,786 

287,908 


3313359 


11,951,021 

424,395 


22,095 

592,313 

1,967,918 

142,151 

269,438 


3,083,787 


10,046,237 

134,960 


FORM *B* 


PROFIT AND LOSS ACCOUNT FOB THE TEAM 
ENDED 31ST MARCH, 1996 







31stMssch. 

3IstMasch, 



1596 

1995 


iMmAiln 

Rs.inOOO's 

Ri.inOOO’i 

L INCOME 




Interest earned 

13 

707,188 

486,050 

Other income 

14 

163,806 

50,793 

TOTAL 


870,994 

536,843 

IL EXPENDITURE 




Interest expended 

15 

561375 

337308 

Operating expenses 

16 

120,416 

79,066 

Provistonsand 




contingencies 


118366 

90*468 

TOTAL 


799,857 


ULPRORDLOSS 




Net profit for the year 


71,137 

30,101 

Profit brought forward 


91,628 

67,627 

TOTAL 


162,765 

97,728 

IV. APPROPRIATIONS 




Transfer to statutory reserves 
Transfer to other Reserves 

14327 

6,100 

Proposed Dividend 
'Balsncecanied to 




BdnoeSheet 


148338 

91,628 

TOTAL 


162,765 

97,728 

Note* _ 

17 




The schedules referred to herein form an integral part of the 
BataneeSheet 

This is die Balance Sheet referred to in our Report of even date. 


Shasp&Tannan 
Qurtittoct ^SiCOOuntuits 
By the hand of 


Sdf> 

MKNaaa« 


S6I- 

mmmmwm 


The schedules referred to herein form an integral part of the Profit 
and Loss Account. 

This is the Profit and Loss Account ref erred to in our Rqxxt of 
even dale. 


For Barclays Bank Pic 


Sdf- 

Peter Douds 


. Sd/- 
SachinPathak 


Chief Executive-India Chief Opemtteg Officer Head of Finance and Accounts 


Dated; 28th June. 1996 
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E9 BARCLAYSBANKPLC 

■■ INDIAN BRANCHES 

(Incorporated in the United with limited Liability) 

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 31 ST MARCH, 1996 



Schedulel-Capital 

I. PorNationalised Banks 
Capital (fully owned by 

central government) 

II. Por Banks Incorporated 
outside India 

(A) Capital 

(B ) Amount of deposit kept with 
theR.BJL under Sec 11(2) 
Banking Regulation 
Act, 1949 

* 

TOTAL 

III. ForOther Banks 

(A) Authori ted Capital 

( shares of Rs.each) 

(B) IssuedCapital 

(.shares of Rs.each) 

(C) Subscribed Capital 

(..... shares of Rs.each) 

(D) Called-up Capital 

(..... shares of Rs.each) 

Less: Calls unpaid 
Add: Forfeited Shares 


Schedule2-Reserve and Surplus 

L Statutory Reserves 

i) Opening Balance 

ii) Additions during the year 

iii) Deductions during the year 

□. Capital Reserves 
i) Opening balance 
' ii) Additions during the year 
iii) Deductions during the year 

m. S hare P re m ium 

i) Ope n i n g ba l a n ce 

ii) Additions during the year 

iii) Deductions during the year 


Ason31st 
March 1996 
Rs. in 000’s 

As on 31st 
March 1995 
Rs. in 000's 



206,000 

206,000 

29,630 

23,530 


206,000 



- 

- 


- 

- 

- 

— 

_ 



39,294 

25,067 

25,067 

18,967 

14,227 

6,100 



_ 

_ 

- 

- 


” 

- 

- 







Ason31st Asoa31st 
March, 1996 Mwch.1995 
Rs.inOOO’s Rs. in000* s 


IV. Revenue and other Reserves 

i) Opening balance 

ii) Additions during the year 

iii) Deductions during the year 


Balance of Profit/loss 

148338 


i) Opening balance 

91,628 


ii) Profits for the year 

71,137 

30,101 

iii) Appropriations 

14327 

6,100 

iv) Remittance 

- 

- 

TOTAL 

187,832 

116,695 


Schcdule3-Depoaiti 

A I. Demand Deposits 

i) From Banks 

ii) From Others 

II. Savings Bank Deposits 

III. Term Deposits 

i) From Banks 

ii) From Others 

TOTAL 

B i) Deposits of Branches 
in India 

ii) Deposits of branches 
outside Indie 


Schedule4-Borrowings 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other institutions and 
agencies 

II Borrowings from Outside 
India 

TOTAL 


46,181 108,715 

12,094 15,127 

1,229,187 858,106 


1,287/462 981,948 


1.287,462 981,948 


550,122 168,700 

749,150 1370.772 

300.000 


1,599372 1339/172 
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SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 31ST MARCH, 1996 



Sduduk5-Other Liabilities 
and Provisions 

L Bills Payable 

II. Inter Branch adjustments 

ID. Interest accrued 

IV. Others (including provisions) 

TOTAL 

Srkednh6-Cash and Balances 
with Reserve Bank of India 

L Cash in hand 

(including foreign 
currency notes) 

D. Balance with Reserve 
Bank of India 

i) in Current Accounts 

ii) in Other Accounts 

TOTAL 

Schedule7-Balances with 
Baidu and Money at Call Notice 

I. In India 

i) Balances with Banks 
rnlndia 

(a) Current Accounts 

(b) Deposit Accounts 

ii) Money at call and 
short notice 

(a) With Banks 

(b) With other institutions 

TOTAL 

II. , Outside India 

i) Curran Accounts 

ii) Deposit Accounts 
hi) Money at call and 

short notice 

TOTAL 

GRAND TOTAL 


As on 31st 

Ason31st 

March, 1996 

Match, 1995 

Rs. inOOO's 

Rs. inOOO's 

21,197 

55,220 

43,392 

25,149 

60,821 

79,495 

107,383 

79,808 

232,793 

239,672 

287 

470 

212,358 

89,402 

212,645 

89,872 

10,800 

21,176 

500 

— 

34.350 

- 

45,650 

21,176 

251 

919 

251 

919 

45,901 

22,095 



Ason31st Ason31st 
Moch.1996 March.1995 
Ri.inOOO's Rt. in000*1 


Schedule 8 - Inyestmcotf 

I. Investments in India 

i) Government securities 
11 ) Other approved securities 
ill) Shares 

iv) Debentures and bonds 

v) Investment m subsidiaries/ 

associate companies 

vi) Others 

TOTAL 

II. Investments outside India 

i) Government Securities 
(including local authorities) 
n) Investment in subsidiaries/ 
joint ventures set up 
abroad 

iii) Overinvestments 
TOTAL 

GRAND TOTAL 


Scbedule9-Advances 

A. i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts 
and loans payable on 
demand 
hi) Term loans 

TOTAL 


ii) Covered by bank/ 
government guarantees 
hi) Unsecured 

TOTAL 


593,869 564,813 

26,227 27,500 


620,096 592,313 



620,096 

592,313 

307,533 

375,216 

1,115,812 

769,678 

1,319.869 

272,833 


1.967318 

1,296,126 

; 

585,838 

896,897 

1382380 

2,193,023 

1,967318 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United with limited liability) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 3IST MARCH, 1996 



As on 31st 
March. 1996 
Rs. inOOO’s 



As cm 31st 
March.1996 
Rs. inOOO’s 


As on 31st 
March.1995 
Rs. in000’s 


C. 1. Advances in India 

i) Priority sector 

ii) Public sector 

iii) Banks 

iv) Others 

TOTAL 


II. Advances outside India 

i) Due from banks 

ii) Due from others 

(a) Bills purchased and 
discounted 

(b) Syndicatedloans 

(c) Others 

TOTAL 

GRAND TOTAL 


Schedule 10-Fixed Assets 
I. Premises 

i) At cost as at 31st March, 
1993 

ii) Additions during the year 

iii) Deductions during the year 

iv) Depredation todate 

TOTAL 


IL Other fixed assets 

(indudingfuinitureand 

fixtures) 

i) At cost as at 31st March, 
1993 

ii) Additions during the year 

iii) Deductions during the year 
fv) Depreciation todate 

TOTAL 

GRAND TOTAL 


981,934 684,064 


1,211,089 1,283,834 


2,193,023 1.967,918 



2,193,023 1,967,918 


- 1,021 

-5,222 -1,890 


123362 121,267 


34346 

20,244 

-3,819 

-20,847 


30324 


153.786 142,151 


Schedule 11-Other Assets 


I. Inter-branch adjustments 

II. Interest Accrued 

III. Tax paid in advance/tax 
d e d ucted at source 

IV. Stationery Aetamps 


V. Others 




112,607 52,222 


TOTAL 


Schedule 12-Contingent 
Liabilities 

I. Claims against the bank not 
acknowledged as debts 

II. Liability for partly paid 
' investments 

III. Liability on account of 
outstanding forward exchange 
contracts 

IV. Guarantees gi ven on 
behalf of constituents 

a) In India 

b) Outside India 

V. Acceptances, endorsements 
and other obligations 

VL Liability on account of bills 
of exchange rediscounted 

VII. Other items for which die 
bank is contingently liable 

TOTAL 

Bills for collection 


175,291 | 217,204 
269,438 


8,643320 16.435385 


1,187,159 

117,536 


735315 

117356 


1,403,086 1301.990 


600,000 1355300 


11,951,021 p0,046337 


424395 134,960 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDED 3IST MARCH, 1996 



Year Year 

e nded 

March 1996 March 1995 
Rs. in 000's Rs. in 000’s 


Schedule 13-Interest Earned 

I. Interest/discount on 
advances/bills 

II. Income on Investments 

III. Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

IV. Others 

TOTAL 


Schedule 14-Other Income 

L Commissions, Exchange 
and Brokerage 

H. Rent 

III. Net profit on sale of investments 
Less: Loss on sale of 
investments 

IV. Net profit on revaluation of 
investments 

Less: Loss on revaluation of 
investments 

V. Net profit on sale of land, 
building and other assets 
Less: Loss on sale of land, 
building and other assets 

VL Net profit on exchange 
transactions 

Less: Net loss on exchange 
transactions 

VH Income earned by way of 
dividends etc. from 
subsidiaries/joint ventures 
set-up abroad/in India 

Vffl Miscellaneous income 

TOTAL 


546,187 413,027 

97,694 61,506 


63,208 11,464 

99 53 


707,188 486,050 


65,173 

14,291 

-42 


60 

-113 

110,252 

-27,761 

1,946 


163,806 


29,331 

2,367 

-59 


23,335 

-4,735 

353 


50,793 



Year Year 

ended ended 

March 1996 March 1995 
Rs. inOOO’s Rs. inOOO’s 



Schedule 15-Interest Expended 

I. 

Interest on Deposits 

11. 

Interest on Reserve Bank of 


India/inter-Bank borrowings 

III. 

Others 


TOTAL 

Schedule 16-Operating Expenses 

i. 

Payments to and provisions 
for employees 

II. 

Rent, taxes and lighting 

m. 

> Printing and stationery 

IV. 

Advertisement and publicity 

V. 

Depreciation on bank * s 


property 

VL 

Directors’ fees, allowances 
and expenses 

vn. 

Auditors' fees and expenses 

VOL Law Charges 

DC. 

Postage.Telegrams, 

Telephones, etc 

X. 

Repairs and maintenance 

XL 

Insurance 

xn. 

Otherexpenditures 


TOTAL 


158,888 73,746 


332,388 

69,799 


561,075 337,208 


49,123 

16,260 

860 

1,517 


14,583 

2,987 

1,170 

22,050 


120,416 



32,498 

9,235 

888 

799 


11,694 6,939 


9,649 

2,071 

996 

15,835 



M02 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


Schedule 17 - Noleg Forming Pari of the Accounts for the Year Ended 31st March, 1996 

1. Principal Accounting Policies 

(a) General 

The accompanying financial statements have been prepared on the historical cost basi s and conform to the statutory provisions and practices 
prevailing in the country. 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities have been translated at the exchange rates prevailing at the close of the year. Non-monetary assets 
have been carried in the books at the contracted rates. 

(ii) Income and expenditure items have been translated at the exchange rates ruling on the date of the transaction. 

(iii) Outstanding forward foreign exchange contracts have been revalued at the exchange rates prevailing at the close of the year and the 
resultant profit/loss is transferred to revenue in accordance with FEDAI guidelines. 

(c) Investments 

(i) Investments categorised as 'permanent* are valued atcost The excess of acquisition cost over face value is amortised over the residual 
maturity and the discount over face value, being unrealised gain is ignored. 

(ii) Investments categorised as 'current* are valued as follows: 

- Where quotations are available, on cost or market value, whichever is lower. 

- Where quotations are not available, on a yield to maturity basis as prescribed by Reserve Bank of India. 

(d) Fixed Assets 

0) Premises and other Fixed Assets have been accounted for at their historical cost 

(ii) Depreciation has been provided on the straight line method at the rates specified by Barclays Bank Pic. In respect of additions dunng 
the year, depreciation is provided with effect from the calendar quarter in which the addition is made. In respect of sale/disposals, 
no depreciation is provided in the calendar quarter in which the asset is disposed of. 

* (e) Staff benefits 

Contributions to the Gratuity Fund have been made as per actuarial valuation. 

(0 Net profit 

The net profit disclosed in the profit and loss account is after 

(i) Provisions for taxes in accordance with statutory requirements. 

(ii) Provision for diminution in value of investments. 

(iii) Other usual or necessary provisions. 

2. The capital adequacy ratio as at 31st March 1996is9.6% 

3. Prior year’s figures have been regrouped wherever necessary, to conform to the current year's classification. 


Auditors’ Report on the Indian Branches of Barclays Bank Pic. 

We have audited the attached Balance Sheet of the Indian Branches of Barclays Bank Pic. as at 31st March, 1996 and also the annexed 
Profit and Loss Account of the Indian Branches of the Bank for the year ended on that date, in which are incorporated the return of Delhi 
Branch audited by us. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (1), (2) and 
(5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and the Profit and Loss Account are 
not required to be and are not drawn up in accordance with Schedule VI to the Companies Act, 1956 The accounts are, therefore, drawn 
up in conformity with Forms ‘A* and *B* of the Third Schedule to the Banking Regulation Act, 1949. 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulations Act, 1949. 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpose 
of our audit and have found them to be satisfactory. 

b) The transactions which have come to our notice have been, in our opinion, within the powers of the Indian Branches of the Bank. 

c) In our opinion, proper books of account, as required by law have been kept by the Indian Branches so far as appears from our examination 
of those books and proper return adequate for the purpose of our audit have been received from the Delhi Branch of the Bank. 

d) The return of the Delhi Branch has been properly dealt with by us while preparing our report 

e) The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this report are in agreement with 
the books of account. 

0 In our opinion, and to the best of our information and according to the explanations given to us, the Balance Sheet and Profit and Loss 
’ Account, read together with the notes thereon, give the information required by the Companies Act, 1956, in the manner so required 
for the Banking Companies and give a true and fair view of the state of affairs of the Indian Branches of the Bonk as at 31st March, 
1996 and of its profit for the year ended on that date. 


Mumbai 

Dated: 2Hth June. 1996 


SHARP & TANNAN 
Chartered Accountants 
By the hand of 
Sd/- 

M.P. Narsang 
Partner 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated in the United Kingdom with Limited Liability) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDED 31ST MARCH, 1996 



Year Year 

ended 

March 1996 March 1995 
Rs. in 000*s Rs. in 000’s 



Year Year 

ended ended 

March 1996 March 1995 
Rs. inOOO’s Rs. in 000’s 


Schedule 13-Interest Earned 


Interest/discount on 
advances/bills j 

546,187 

413,027 

Income on Investments 

97,694 

61,506 

Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

63,208 

11,464 

Others 

99 

53 

TOTAL 

707,188 

486,050 


Schedule 14-Other Income 

I. Commissions, Exchange 

and Brokerage 65,173 29.331 

II. Rent 

HI. Net profit on sale of investments 14,291 2,367 

Less: Loss on sale of 

investments - 42 -59 

IV. Net profit on revaluation of 
investrpehts 

Less: Loss on revaluation of 
investments 

V. Net profit on sale of land, 

building and other assets 60 201 

Lem: Lou on sale of land, 
building and other assets -113 

VL Net profit on exchange 

transactions 110,252 23,335 

Less: Net loss on exchange 

transactions -27,761 -4,735 

V1L Income earned by way of 

dividends etc. from 
subsidiarica/joint ventures 
set-up abroad/in India 

VID Miscellaneous income 1,946 353 

TOTAL 163,806 50,793 


Schedule 15-Interest Expended 

I. Interest on Deposits 

II. Interest on Reserve Bank of 
India/inter-Bank borrowings 

III. Others 

TOTAL 

Schedule 16-Operating Expenses 
I. Payments to and provisions 


158,888 73,746 


332,388 

69,799 


561,075 337,208 



for employees 

49,123 

32,498 

II. Rent, taxes and lighting 

16,260 

9,235 

III. - Printing and stationery 

860 

888 

IV. Advertisement and publicity 

1,517 

799 

V. Depreciariononbank*s 



property 

11,694 

6,939 

VI. Directors' fees, allowances 



and expenses 

47 

48 

VO. Auditors'fees and expenses 

125 

108 

Vm. Law Charges 

- 

- 

IX. Postage, Telegrams, 



Telephones, etc 

14,583 

9,649 

X Repairs and maintenance 

2,987 

2,071 

XI. Insurance 

1,170 

996 

XU. Other expenditures 

22,050 

15,835 

TOTAL 

120,416 

79.066 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Incorporated hi the United Kingdom with Limited Liability) 


Schedule 17 - Notes Forming Part of the Accounts for the Year Ended 31st March, 1996 

1. Principal Accounting Policies 

(a) General 

' The accompanying financial statements have been prepared on the hi storical cost basis and conform to the statutory provisions and practices 
prevailing in thecounuy. 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities have been translated at the exchange rates prevailing at the close of the year. Non-monetary assets 
have been carried in the books at the contracted rates. 

(ii) Income and expenditure items have been translated at the exchange rates ruling on the date of the transaction. 

(iii) Outstanding forward foreign exchange contracts have been revalued at the exchange rates prevailing at the close of the year and the 
resultant profit/loss is transferred to revenue in accordance with FED AI guidelines. 

(c) Investments 

(i) Investments categorised as 'permanent* are valuedatcost.Theexcessofacquisitioncostoverface valueis amortised over the residual 
maturity and the discount over face value, being unrealised gain is ignored. 

(ii) Investments categorised as 'current' are valued as follows: 

- Where quotations are available, on cost or market value, whichever is lower. 

- Where quotations are not available, on a yield to maturity basis as prescribed by Reserve Bank of India. 

(d) Fixed Assets 

(i) Premises and other Fixed Assets have been accounted for at their historical cost. 

(ii) Depreciation has been provided on the straight line method at the rates specified by Barclays Bank Pic. In respect of additions during 
the year, depreciation is provided with effect from the calendar quarter in which the addition is made. In respect of sale/disposals, 

* no depreciation is provided in the calendar quarter in which the asset is disposed of. 

* (e) Staff benefits 

Contributions to the Gratuity Fund have been made as per actuarial valuation. 

(0 Net profit 

The net profit disclosed in the profit and loss account is after: 

(i) Provisions for taxes in accordance with statutory requirements. 

(ii) Provision for diminution in value of investments. 

(iii) Other usual or necessary provisions. 

2. The capital adequacy ratio as at 31st March 1996is9.6% 

3. Prior year's figures have been regrouped wherever necessary, to conform to the current year's classification. 


Auditors’ Report on the Indian Branches of Barclays Bank Pic. 

We have audited the attached Balance Sheet of the Indian Branches of Barclays Bank Pic. as at 31st March, 1996 and also the annexed 
Profit and Loss Account of the Indian Branches of the Bank for the year ended on that date, in which are incorporated the return of Delhi 
Branch audited by us. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (I), (2) and 
(3) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and the Profit and Loss Account are 
not required to be and are not drawn up in accordance with Schedule VI to the Companies Act, 1956. The accounts are, therefore, drawn 
up in conformity with Forms 'A' and *B* of the Third Schedule to the Banking Regulation Act, 1949. 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulations Act, 1949. 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpose 
of our audit and have found them to be satisfactory. 

b) The transactions which have come to our notice have been, in our opinion, within the powers of the Indian Branches of the Bank. 

c) In our opinion, proper books of account, as required by law have been kept by the Indian Branches so far as appears from our examination 
of those books and proper return adequate for the purpose of our audit have been received from the Delhi Branch of the Bank. 

d) The return of the Delhi Branch has been properly dealt with by us while preparing our report. 

e) The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this report are in agreement with 
the books of account. 

0 In our opinion, and to the best of our information and according to the explanations given to us, the Balance Sheet and Profit and Loss 
’ Account, read together with the notes thereon, give die information required by the Companies Act, 1956, in the manner so required 
for the Banking Companies and give a true and fair view of the state of affairs of the Indian Branches of the Bank as at 31st March, 
1996 and of its profit for the year ended on that date. 

SHARP & TANNAN 
Chartered Accountants 
By the hand of 
Sd/- 

Mumbai M.P. Narsang 

Dated: 2Kth June. 1996 Partner 
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hie sirnn commumi brim p.c.i. 

(Head Office. SCB Park Plaza, 9 Ratchadapisck Road, 
Chatuchak, Bangkok-10900) 

MUMBAI BRANCH 


BALANCE SHEET AS AT MARCH 31, 1996 


(Amounts in thousands of Indian Rupees) 



Note 

Current Yeai 

CAPITAL AND LIABILITIES 

Capital 

2 

335,875 

Reserves and surplus 

3 

*860 

Deposits 

4 

54,812 

Other liabilities and provisions 

S 

5,352 



396,899 


ASSETS 

Cash and balances with Reserve 
Bank of India 6 

Balances with banks and money 
at call and short notice 7 

Investments 1(d) A 8 

Advances 1(e) & 9 

Fixed assets 1(0 & 10 

Other assets 11 


201,684 

29,868 

112,035 

14,024 

30,091 


396,899 



Contingent Liabilities 
Bills for collection 


The accompanying notes are an integral part of this statement. 


Arthur Andersen & Associates 
Chartered Accountants 

Sd/- 
Vijay Sahm 
Partner 


Mumbai, June 29, 1996 



PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
OCTOBER 16, 1995 TO MARCH 31, 1996 


(Amounts in thousands of Indian Rupees) 


Current Year 


INCOME 

Interest earned 
Other income 


EXPENDITURE 

Interest expended 
Operating expenses 

Provisions and 
contingencies 


PROFIT 

Net profit for the year 

APPROPRIATIONS 

Transfer to statutory reserve 
Balance carried forward 






The Siam Commercial Bank 
Indian Branch 


Satit Phoojaruenchanachai 
Chief Executive, India 


1104 
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tk smm ramnatm mm m.l 

(Head Office: SCB Park Plaza, 9 Ratchadapisck Road, 
Chatuchak, Bangkok*10900) 

MUMBAI BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31, 1996 
(Amounts in thousands of Indian Rupees) (Amounts in thousands of Indian Rupees) 


1. Summary of Significant Accounting Policies 

(a) General 

The accompanying financial statements of The Siam Commercial 
Bank - Indian Branch (‘the Indian Branch') are prepared under 
the historical cost convention on the accrual basis of accounting 
and conform to statutory provisions and practices prevailing 
within the banking industry in the country. 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities are translated at the 
exchange rates notified by the Foreign Exchange Dealers' 
Association of India ('FEDAI') at the close of the account- 

- ing period. Gains/losses arising out of such translation ar» 
recognised in the profit and loss account. 

(ii) Income and expenditure items are translated at the exchange 
rates prevailing on the date of the transaction. 

(iii) Outstanding forward exchange contracts and spot exchange 
contracts are revalued at the exchange rates notified by 
the FEDAI at the close of the accounting period. Gains/ 
losses arising out of such revaluation are recognised in 
the profit and loss account. 

(c) Pre-operative expenses 

The Indian Branch obtained approval to commence banking 
operations from the Reserve Baltic of India (‘RBI’) on October 
16, 1995. Expanses directly related to leasehold improvements 
and incurred prior to October 16, 1995 have been capitalised 
and others charged to the profit and loss’ account. 

(d) Investments 

(i) Government securities, intended to be held to maturity, 
are initially recorded atcost. Over the period to redemption, 
the cost is adjusted for any premium on the redemption 
price. Aliy discount to the redemption price is ignored. 

(ii) Treasury bills are valued at carrying cost. 

(iii) Government securities, not intended to be held to maturity, 
are valued at market rates. Net depreciation, if any, is j 
provided for. Net appreciation, if any, is ignored. 

(e) Advances 

Doubtfiil advances are identified by periodic appraisals of the 
portfolio by the management. Accordingly, appropriate provisions 
are made. Interest on doubtful advances, if any, is not recognised 
as income until received. Advances arc stated net of all provi sions, 
if any. 


(f) Fixed assets and depreciation 

(i) Fixed assets are stated at cost less depreciation. 

(ii) Improvements to office premises taken on lease are 
amortised over the period of the lease remaining from the 
date of commencement of banking operations. 

(iii) Depreciation is provided on all other fixed assets using 
the straight line method at rates specified in Schedule XIV 
to the Companies Act, 1956. 

(g) Net profit for the period 

The net profit disclosed in the profit and loss account is after 
provision for taxes on income in accordance with statutory 
requirements. 

Provision for bad arid doubtful advances and depreciation in 
current investments for the period are nil. 


Current Year 


2. Capital 

Capital 

Deposit kept with the Reserve Bank of India 
('RBI') under Section 11(2) of the Banking 
Regulation Act, 1949 

The Indian Branch deposited securities of 
face value Rs 2 million from its Subsidiary 
General Ledger account with the RBI on 
April 25. 1996 to comply with Section 11(2) 
of the Banking Regulation Act, 1949. 


335,875 


3. Reserves and Surplus 

Statutory reserve 
: Opening balance 
Additions during the year 

Closing balance 

Balance in profit and loss account 
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MOKP.C.I. 


(Head Office: SCB Park Plaza, 9 Ratchadapiaok Road, 
Chatuchak, Bangkok-10900) 

MUMBAI BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31, 1996 


(Amounts in thousands of Indian Rupees) 


Current Year 


4 Departs 
In India 

Demand deposits 
From others 
Tam deposits 
prom outers 


5. Other Liabilities and Proririoiii 

Inter-office adjustments (net) 

Interest accrued 

Othen (including provisions) 


6. Cart and Balances with Beaerve 
Bank of India 

Cash in hand 

Balances with Reserve Bank of India 
In current account 


7. Balaimrs with Banks and Money 
at Call and Short Notice 

b India 

Balances with banks 
In current accounts 
In deposit accounts 
Money at call and at short notice 
With banks 

Outside India 
b current accounts 


8. Investments 
In India 

Government securities 


(Amounts in thousands of Indian Rupees) 


Current Year 



(a) Bills purchased and discounted 
Cash credits, overdrafts and loans 
Term loans 


34,812 (b) Secured by tangible assets 

Unsecured 



(c) Advances in India 
100 Priority sector 

402 Othen 

4,830 


The Indian Branch’s advances to die priority 
sector are below the stipulated 32 per cent 
since it has been in operation in India for 
only four months. 


10. Fixed Assets 


Other fixed assets (including furniture and 
9,197 fixtures) 

- At book value: 

Beginning of year 
Additions during the year 
Depreciation to date 

Net book value 

3,322 

9,382 11. Other Assets 

185,000 Interest accrued 
Othen 

Advances to employees 
3,580 Prepaid expenses • 

- Deposits 

201,684 Othen 


12. Contingent Lbbititi* 

Liability on account of outstanding 
29,868 forward exchange attracts 


50,035 

2,000 

60,000 


112,035 


65,600 

46,435 


1124)35 


13,449 

98.586 


112,035 


154)19 

(995) 


265 

20,649 

5,784 

1,687 
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IK Sim (MmaMKIMIN F.C.1. 

(Head Office: SCB Park Plaza, 9 Ratchadapisek feoad, 
Chatuchak, Bangkok-10900) 

MUMBAI BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1996 


(Ajnounts in thousands of Indian Rupees) (Amounts in thousands of Indian Rupees) 


Current Year 


Current Ye*t 


13. Interest Earned 

Interest/discount on advances/bills 
Income on investments 
Interest on balances with Reserve Bank 
of India and other inter-bank funds 


14, Other Income 

Commission, exchange and brokerage . 

Net (lossVprofit on revaluation of securities 
Net (lossVprofit on exchange transactions 


17. Capital Adequacy 


16 . Interest Expended 
Interest on deposits 


16. Operating Expenses 

Payments to and provisions for employees 

Rent, taxes and lighting 

Printing and stationery 

Depreciation on property 

Auditors' fees and expenses 

Legal charges 

Postage, telegrams, telephones, etc 

Repairs and maintenance 

Insurance 

Membership fees 

Relocation expenses 

Business development expenses 

Travel 

Other expenditure 


1.711 Capital 
3,564 

Tier 1 

9.570 

- Tier 2 

14,845 

Total 






Risk weighted assets 
and contingencies 


Capital adequacy ratios 
(percentage of risk 
weighted assets and 
contingencies) 


Tier 1 capita] 
Total capital 


IS. Prior Year 
Comparatives 

The Indian Branch 
commenced business 
during the period 
October 16, 1995 to 
March 31. 1996. Hence, 
there are no prior year 
comparatives. 


335.862 


335,862 


184,989 
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(Head Office: SCB Park Plaza, 9 Ratchadapisek Road, 
Chatuchak, Bangkok-10900) 

MUMBAI BRANCH 


AUDITORS* REPORT ON THE FINANCIAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 


We have examined the balance sheet of The Siam Commercial Bank - Indian Branch (‘the Indian Branch') as at March 
31,1996 and the related profit and loss account for the period October 16, 199S to March 31,1996. Our examination* 
was made in accordance with generally accepted auditing standards and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. We have also obtained 
all the information and explanations which, to the best of our knowledge and belief, were necessary for the purposes 
of our examination and have found them to be satisfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 and the provisions of sub-sections 
(1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the financial statements 
are not required to be, and are not, drawn up in accordance with Schedule VI to the Companies Act, 1956. The financial 
statements are, therefore, drawn up in conformity with Forms A and B (revised) of the Third Schedule to the Banking 
Regulation Act, 1949. 

In our opinion, the accompanying financial statements give a true and fair view of the state of affairs of the Indian 
Branch as at March 31, 1996 and of its profit tor the period October 16, 1995 to March 31, 1996. 

Furthermore, in our opinion, 

(a) the transactions of the Indian Branch which have come to our notice have been within its powers; 

(b) the balance sheet and the profit and loss account are in agreement with the books of accounted give the information 
required by the Companies Act, 1956 in the manner so require^ for banking companies; and 

(c) the Indian Branch has maintained proper books of account as required by law insofar as appears from our 
examination of those books. 

Arthur Andersen & Associates 
Chartered Accountants 

Sd/- 
Vijay Sahni 
Partner 

Mumbai, June 29. 1996 
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Slate Bank of India 

Central Office, Mumbai 400 021 

Audited Financial Results for the year ended 31st March, 1996 


Rs. in crorcs 


Particulars 

AUDITED RESULTS FOR 

Hall year ended 
31.3.96 

Half year ended 
31.3.95 

Year ended 
31.3.96 

Year ended 
31.3.95 

I. INCOME 





Interest earned 

12958.57 

10652.15 

6987.98 

5624.13 

Other income 

2757.02 

2022.61 

1674.50 

1258.48 

Total 

15715.59 

12674.76 

8662.48 

6882.61 

II. EXPENDITURE 





Interest expended 

8225.92 

6687.87 

4545.03 

3492.68 

Operating expenses 

4459.54 

3610.72 

2420.33 

1968.25 

Provisions and Contingencies'" 

2198.53 

1660.67 

1095.92 

1014.61 

Total 

14883.99 

11959.26 

8061.28 

6475.54 

Ill. PROFIT 





Net Profit 

831.60 

715.50 

601.20 

407.07 

IV. Issued, Subscribed an i 





Paid-up Capital 

474.01 

474.01 

474.01 

474.01 


* Includes Depreciation on Inu aments at Rs. 917.94 crorcs (Rs. 425.16 c ores for the previous year) and the 
same is included under ‘Provisions and Contingencies* as per RIM guideline, 


The Central Board have declared a dividend of Rs. 3.50 per share the ye.ir ended 31st March 1996 subject to 
necessary approval from RBI as it exceeds 25%. 

Statement under Clause 43 of Hit Listing Agreement 

The issue made as per the Offer Document dated the 1st September, 1993 was for achieving capital adequacy 
norm as prescribed by RBI. The pi oj*. . lions mentioned in the Offer Document and the actual performance for 
1995-96 are given below. 

Rs. in crorcs 




Projections 

Actuals 

Deposits (Global) 


98930 

96395 

Advances (Global) 


MM) 

59826 

Capital 


456 

474 

Reserves and Surplus 


4420 

4989 

Income 


14350 

15716 

Expenditure 


13650 

14884 

Net Profit 


700 

831.60 

Earnings per share (of Rs. 10) in Rs. 

15 . 3 * 

17.54 

Book Value per share of Rs. 10 in Rs. 

107.00 

115.25 

The above results have been Liken on record by the ntral Board of the Bank on date. 



M. G. Bhidc 

M. S. Verma 

P. G. Kakodkar 

Calcutta 

Managing Director 

Managing Director & 

Chairman 

Dated: 2()th June 1996 

Group Executive (NB) 

Group Executive (CB) 


INDIA’S LARGEST BANK WITH 8860 

BRANCHES AT YOUR SERVICE 


Printed by Krishna Raj at Modem Arts and Industries, 151, A-Z Industrial Estate, Ganpatrao Kadam Marg, Lowci Pare I, Mumbai 400 01 * 
and published by him for Sameeksha Trust from Hitkari House, 284, Shahid Bhagatsingh Road, Mumh.ii 400 001. 
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Free enterprise. 

Or leadership that 
inspires the confidence 
to venture forth 
against all odds. 




In today s world starling a business 


venture isn t just a matter of funds 
There is also the need to protect the 



funds against all contingencies 
This is where New India figures 
prominently Since inception 75 years ago 
the company has offered Indian industry 
and trade a range of innovative insurance 
covers 


From business interruption and satellite 
insurance In machinery electronic 
equipment cargo and hull 

These covers have provided the 
entieprenourial strength That helps convert 
opportunities into successful ventures And 
boosts overall industrial activity 

F oresight, innovation and the will to 
serve That's what makes New India the 
loading general insurance company in 
India 


Knowing New India 



1993-94 

Global premium income 

Rs 1616crores 

No of offices 

1197 

No of employees 

24,500 

No of policy covers 

124 


NEW INDIA ASSURANCE 



75 years of solid, secure support 


Our main insurance covers Urban — All Risk • Baggage • Cash in transit • Pedal Cycle * Householders • Shopkeepers 

• Dxtors Composite Package • Mediclaim • Group Mediclaim • Overseas Mediclaim • Ffcrsonal Accident (Individual) - Third Party 
Ute • Students Safety • Birthright • Cancer - Multiperil • Insurance for LPG Dealers * Heart - Kidney Malfunction-TV • Bhavishya 
Arogya * Mutual Fund Package Rural —Cattle • Sheep • Horse/Pony/Mule • Pig • Camel • Poultry * Duck • Rabbit * Elephant • Dog 
- Biackish Water Prawn • Inland Fish • Silkworms • Honey Bees - Agricultural Pumpset - Animal-driven Cart • Hut • Gobar Gas Plant 

• New Well • Janata Personal Accident • Gramm Personal Accident • Composite Package for tnbals • Farmers Package 
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■ MONEY MARKET: DISTORTIONS 
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■ DEMOCRATISATION AND THE RADICAL 
POLITICAL PROJECT: CASE OF KERALA 







Some people go to great 
lengths to make a point 


higher 

compressive'^ 

strength 


quick 
deshuttering~ 


But, it you’rm building 
tor a lifetime, 
distinguish between 
the "noise” and the 
“claims". Then check 
out the reliability of 
someone whose 
Integrity and 
knowhow — not Just 
"claims" — spans 
60 years and mors 

Because when It 


* 


,s 


early 

high strength 


A. 


less cement 
less steel 
'less sand 
etc,etc 


That's okay - if you're 
In tha "build faster, 
pay later" business 


comes to civil 
construction needs — 
whether a one-room 
tenement, a residential 
complex, or a Bhakra 
Nangal project — no 
one understands how 
cement-concrete 
behaves better 

In the long run, fora 
total quality package, 
stay with the leader. 



trusted by generations, tested by time 
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The predominant political development Project in the third world - with 
left-oriented nationalists and communists in the forefront - is in a 
shambles. Are the seeds of a new radical political Project being sown 
within the spectrum of, on the one hand, old leftist movements and, on the 
other, the more recent forces and interests converging behind demands for 
more freedom and democratisation? In Kerala, much to everybody’s 
surprise, economic and political problems produced a fresh attempt in the 
mid-1980s within the powerful Left Front to introduce elements of a new 
democratic development Project in partial co-operation with popular 
movements. However, the democratic politicisation of grass roots 
development activism in the framework of the many new and varied 
interests, conflicts and movements has so far neither made full sense to the 
radical political institutions, movements and processes which had taken 
shape during the earlier struggles for national independence and state-led 
development nor has it seemed possible for the new movements 
themselves to come to grips with it. 1847 

Unorganised Sector and Economic Reform 

Countries with a large proportion of the workforce in the unorganised 
sector have to reckon with the fact that the number of such workers will 
rise as a consequence of structural adjustment and economic reform. 
So-called safety nets cannot solve their problems. What is needed is a 
new approach to development in which petty producers are made agents of 
social transformation through their own organisations which bring them 
economies of scale, technology, credit and marketing. 1859 


Farming Research 

Rainfed fanning research in India 
since the 1970s has been guided more 
by social concern about poverty, 
regional inequity, etc, than by a 
perception of the inherent strengths 
and competitiveness of rainfed 
agriculture. However, new trends 
now influencing rainfed agriculture 
are creating both opportunities and 
compulsions for reorienting the 
research strategy to make it more 
dynamic and relevant to the 
situation of the dry regions. 1876 


Hung or Hanged? 

Contrary to the claims made on its 
behalf, the United Front government 
is neither a reflection of plurality 
nor a new stimulating model of 
federalism. It represents a 
fractured polity. 1826 


Reform Communism 

The emergence of the Hungarian 
Socialist Party, which ousted the 
erstwhile conservative coalition 
government in the parliamentary 
elections in Hungary in 1994, has to 
be seen in the context of the wave 
favouring ‘reform communism* that 
has been sweeping through eastern 
Europe, and the CIS states. 1835 


Political Rallies and People 

How do people, and the poor especially 
in whose name they are organised, 
perceive political rallies? Dialogues with 
people at Laloo Prasad Yadav’s ‘Garib 
Rally’ in Patna in March this year. 1827 


Money Market Distortions 

Underlying the swings to the 
extremes of abundant liquidity, acute 
liquidity shortage and now back to an 
easy situation has been the dependence 
of the financial system on injection 
of liquidity from outside because 
of ihe insufficiency of domestic 
financial saving. 1819 


Endangered Professionals 

The livelihood of traditional birth 
attendants in south Bihar villages is 
threatened partly by the entry of modem 
medicine but paitly also by government 
decisions, when the need is in fact for 
action to integrate them into the 
modem health care system. 1831 


Amiya Rao 

The civil liberties movement in India 
has lost one of its most vigilant and 
conscientious leaders with the passing 
away of Amiya Rao who combined 
determination and courage with 
a scholastic bent of mind. 1833 










LETTERS TO EDITOR 


Alternatives to SAP 

PRABHAT PATNAIK and C P Chandra- 
shckhar (November 25, 1995) rightly point 
out the main failures of the structural 
adjustment strategy adopted in India since 
July 1991 and have suggested an alternative. 
The authors are themselves well aware of 
the fact that despite initial successes of the 
dirigiste model of economic development, 
Keynesianism, welfarism, conventional 
social democracy, third world nationalism, 
etc, adopted in many countries of the south 
(IJDCs) m general and in India in particular 
during the post-war period failed to produce 
the desired results. They failed in India in 
the post-independence period because of an 
excessive growth in public expenditure 
without a proportionate growth in public 
u a venue, disrespect tor the rule of law and 
a nanuw base of markets for manufactured 
goods 

The authors explain the background of 
circumstances leading to adoption of the struc¬ 
tural adjustment strategy for India. But these 
circumstances did not emerge from specu¬ 
lative activities alone, as they say, but from 
the collapse of the political stability which 
propelled speculative activities in 1991. 

The authors have failed to acknowledge 
the remarkable achievements of the structural 
adjustment programme (SAP) in the Indian 
economy in the midst of all the odds in the 
shod as well as in medium run. Some of 
these achievements have been the immediate 
diversion ol attention of the people from 
mandir-inasjid, mundal-kamandul, etc, to 
examination of the pros and cons of SAP, 
rcsioiation of political stability, significant 
improvement of the balance of trade, 
restoration of international confidence in the 
rupee. gmwih in inflow ot foreign capital, 
mcieasc m foreign exchange reserves of RBI 
ami a continuous decline in the rale of 
intluuou winch revived growth rates and 
restored political as well as economic stability 
in the country in the last tour years. Tho- 
omission of these achievements in then 
analysts makes their observations biased 
and partial. 

My second comment is related to the 
allot native proposed by them. They concede 
that an actual alternative to the structural 
adjustment programme does not exist in the 
present context, as that presumes a leading 
role lor the state and a co-ordinated world 
economy Hence they suggest a 'desirable 
alternative' which requires the adoption of 
an agriculture-led strategy of economic 
growth required tor betterment of the living 
conditions of the poor, peasants, workers 
and otheis. This agriculture-led strategy 
includes land reforms, provision of irrigation 
facilities, generation of powei and production 
ot agricultural inputs and necessary wage- 
goods. These measures would necessarily 
icqtitrc a series ol control measures to be 


adopted by the state for allocation of 
investible resources in the desired directions. 
For all these they suggest mobilisation of 
people through democratic means which 
would definitely produce the desired results 
in the long run. 

A closer scrutiny of the authors' proposals 
indicates a number of limitations to their 
strategy. First of all, they themselves concede 
that the above-mentioned measures would 
produce the desired results in the long ran. 
not in the short or medium run. Secondly, 
they have not suggested measures required 
for removal of comiption and inefficiency 
inherent in the functioning of democracy at 
present in India. Thirdly, the agriculture-led 
strategy of economic development has many 
limitations, particularly ut the present stage 
of agricultural development of the country 
about which the authors are well aware. Last 
but not the least, the promotion of export 
curnings from manufactured goods as a 
component of the agriculture-led growth 
strategy would necessitate import of capital, 
technology, managerial talent, marketing 
skills, etc, to which authors’ opposition is 
well known. 

Even if wc concede that this is possible 
with our internal domestic efforts, the real 
question is whether the state would be in a 
position to play the assigned role effectively. 
The authors have begun this paper with the 
limitations of the P C Mahaianobis model 
of economic development, adopted since the 
Second Plan period in India, which failed 
to produce the desired results during the 
1970s and 1980s and virtually collapsed at 
the beginning of 1990s, leading to the 
adoption of the structural adjustment 
programme. Being quite aware of the failure 
of the dirigiste regime, how do they suggest 
the establishment of the same within the 
framework of democracy without explaining 
the conditions for its successful operation 
in the future? 


Patna 


Ghanshyam Purbf.y 


‘Premgranth*: All But Love 

R K BANNER'S 'Premgranth' is a 
meaningful statement of vital issues 
powerfully articulated, well presented. It 
does indeed stand triumphant as one of the 
most important films ever, on the rape issue, 
to emerge from mainstream Hindi cinema. 
Times certainly are-a-changing if the heroine, 
stereotypically the paragon of innocence 
and purity, can survive the trauma of rape, 
childbearing and murder, and yet be 
reintegrated into the social fabric. She has 
been wronged and that gives her the right 
to avenge herself. The horrible act of rape, 
perpetuated on an unsuspecting victim is 
both a violation of her body as well as 
betrayal of trust, as obvious in the film. The 


act that would have sealed the fate of anyone 
less resilient than Kajree is crass enough in 
intensity to evoke revulsion and disgust as 
does too the loathsome person of the rapist, 
Roop Sahni. 

'Premgranth* s is a reiteration of statements 
made by feminists for long years, emotions 
experienced by women for even longer. That 
for a woman biology is destiny, that she is 
limited and trapped by her body in a manner 
in which a man can never be, that a rapist, 
the worst scum on the face of the earth, 
actually reveals his inadequacy through an 
assertion of power and should be punished 
most severely. 

Other weak men too people this film. Take 
Swamiji, spineless and hypocritical, he 
allows himself to be a mere pawn in a social 
system that works towards sclf-divisi veness. 
The hierarchy in the caste system that invests 
a brahmin with limitless power is actually 
so self-adulatory and rigid that it renders him 
powerless in the execution of real justice. 
Pitted against this impotent man is Kajree, 
doing what she must. The burial, through 
rain and storm, is reminiscent of Sophocles' 
Antigone. The rules of the world were not 
for Antigone cither, she who followed her 
personal code of right and wrong as laid 
down in the unwritten laws of heaven. 
Seeking funeral rights for her dead baby 
Kajree raises questions that ought to cause 
a tremor in the bedrock of our society, 
questions that should shatter our equanimity 
too. 

Exploitation is the name of the game they 
play. Of woman by man, of poor by rich, 
of lower caste by upper caste, so what else 
is new? All is hushed up, pushed into 
comfortable comers, smoothened over by 
easy lies simply because the weak lack 
weapons of combat. But wrongs must needs 
be redressed or else where are the wages of 
sin? The end need not convince in terms of 
domestic reality. If it stretches credibility 
too far, read it symbolically. They join 
together to wreak revenge. Of course it is 
murder in cold blood. Well deserved no 
doubt. And he will defend her in court. Why 
do you think he was a lawyer in the first 
place? The serious viewer must forgive this 
new R K film its use of histrionics and 
coincidence, melodrama and other 'masala*, 
ignore or endure the somewhat lengthy 
romantic interludes at Nandlal Dairy Farm 
- they may remind you of Hardy's Tess 
another woman wronged - as peripherals 
that are essential ingredients of commercial 
cinema. Cynics can never change the world 
to make it a better place. That is the task 
of believers withcommitmenL 'Premgranth* 
is an honest and authentic gesture from a 
film-maker who knows that sad realities can 
change. 


New Delhi 


Alka Kumar 
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A Straw in the Wind? 

T HE Deve Gowda government's move to raise the 
administered prices of petroleum products has brought to 
the fore some interesting aspects of the country’s political 
economy. For one thing, it has highlighted the kind of interests 
that the mainstream political parties, the left parties not excluded, 
have conic to represent predominantly. For another, it has exposed 
the rather fragile base of the high-profile industrial growth of 
the recent past and raised serious doubts about its sustainability. 

Against the background of the striking unanimity among all 
the political parties, from the B JP to the left parties, against the 
price increases, Deve Gowda's defence of the measure in the 
Lok Sabha struck a distincl note. Citing the many examples of 
subsidies enjoyed by the residents of the capital city, the 
suburban commuters m the three metropolises and the users of 
inland letters and postcards, Deve Gowda raised the question 
“how much subsidy should we go on giving to the elite 
sections?" and emphasised the imperative need to find resources 
for financing the haste needs of primary education, health, 
drinking water, communications, etc. By contrast the 
hullabaloo over how the petroleum price increases would hurt 
the poor and adversely affect growth ignores that any attempt 
to boost cither consumption or growth by artificially keeping 
administered prices low cannot be sustained for very long. 
The suppressed inflation, the strain on balance of payments, 
the erosion of domestic savings and the large growth of the 
government’s non-development expenditures cannot but take 
their toll. The industrial growth of 10-12 per cent of the past 
year or so can be sourced to many such unsustainable factors. 

The increase in petroleum pi oduct prices at this juncture has 
thus to be seen not just as a measure to fill the gap in the oil pool 
account or only from the standpoint of its impact, direct and 
indirect, on inflation or on growth by raising industrial costs. 
These are relevant issues of course, but there is no getting away 
from the macro-economic imperatives of public sector savings 
and investible resources, external sector balance and resources 
for the development of the social and economic infrastructure. 
Without the increase in petroleum prices the deficit in the oil 
pool account which had risen from Rs 3,800 crore at the end of 
1994-95 to 5,800 crore at the end of 1995-96 would have 
jumped to Rs 11.700 crore by the end of 1996-97. Prices of 
petroleum products had remained unchanged since February 
1994. In the meantime, apart from the one-third rise in the 
average international price of crude oil from $ 14 32 a barrel in 
the fourth quarter of 1993 to about $ 19 a barrel now, the rupee 
has depreciated by about 13 per cent from Rs 31.37 a dollar in 
March 1993 to Rs 35.50 a dollar now. Going further back, the 
depreciation of the rupee has been to the extent of nearly 100 
per cent since March 1991. On the other hand, while the general 
index of wholesale prices went up by 58.2 per cent between 
March 1991 and May 1996, that for crude petroleum was 
allowed to go up by only 30.9 per cent and that for mineral oils 


by 39.6 per cent. Even the index of coal prices rose by 58.4 per 
cent, more or less equal to the general inflation rate. In the case 
of petroleum products, a rise in prices was clearly necessary 
also to restrain consumption for balance of payments reasons. 
Consumption of petroleum products galloped from 65.5 mn 
tonnes in 1994-95 to72.5mn tonnes in 1995-96and is expected 
to be 78.5 mn tonnes in 1996-97. Stimulated by low relative 
prices, the rate of growth of consumption of petroleum products 
went up from 3.2percentin 1993-94to 7.7 percent in 1994-95 and 
about 10.8 per cent in 1995-96. The growth in diesel oil 
consumption has been the most rapid, rising from 6.5 per cent 
in 1994-95 to 9.2 per cent in 1995-96 and 12.6 per cent in 
1995-96 (April-November). Even after the price increases of 
30 per cent for LPG, 25 per cent for petrol and 15 per cent for 
diesel which are expected to mobilise about Rs 6,700crore, the 
oil pool account will still show a deficit of Rs 4,700crore at the 
end of the current fiscal year. The subsidy on LPG will still be 
Rs 62.55 per cylinder on the price in Mumbai of Rs 120.95 a 
cylinder, or nearly 50 per cent. The eminently more justifiable 
subsidy on kerosene is a little higher at around 65 per cent. 
Interestingly, consumption of kerosene has grown only moder¬ 
ately at about 3 to 3.5 per cent per annum in the past few years. 

The deliberate sacrifice of budgetary resources implicit in 
the Narasimha Rao government's decision to postpone the 
increase in petroleum prices, the then finance minister’s 
incessant rhetoric about the importance of fiscal rectitude 
notwithstanding, has to be set against (a) the painfully slow 
growth of the government's overall development expenditure 
and expenditure on the social sectors and (b) the large dissaving 
by the government administration. The average annual growth 
of development expenditure at 6.5 per cent (with non¬ 
development expenditure rising merrily at 14.6 per cent per 
annum) compared with the growth of 16 per cent per annum 
in development expenditure during the 1980s has meant a 
severe retardation of the momentum of development in the 
post-reform period. Likewise, the negative savings of 4 public 
administration* jumped from about Rs 13,000 crore in 1991-92 
and 1992-93 to Rs 27,188 crore in 1993-94 and Rs 26,007 
crore in 1994-95. If the size of the revenue deficit is any 
indication, government dissaving certainly went up further in 
1995-96. Such massive dissaving, equal roughly to 3 per cent 
of GDP, has contributed very significantly to the loss of 
momentum ofdomestic saving with the initiation of the economic 
reforms and the persistent stagnation of the saving rate thereafter. 
There was a time when administered prices were envisaged as 
an instrument of resource mobilisation for development. All 
that changed under the Narasimha Rao government. If the Deve 
Gowda government's decision on petroleum prices is an 
indicator of its resolve to reverse the fiscal drift under its 
predecessor, it is to be welcomed. Whether or not it is will be 
known soon enough when the budget is presented. 
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POLITICAL PARTIES 

Blurring Differences 

WATCHING some oi the developments on 
the national scene during the last few weeks, 
one wonders whether terms like left, centre 
and right or secular and communal are really 
relevant any longer for describing political 
formations in India today. To take a few 
examples, the Waghcla faction of the BiP in 
Gujarat is reported to have sent overtures to 
both the Janata Dal and the Congress, after it 
got annoyed with its national leadership for 
letting it down m its Tight with its rival, the 
Kcshuhhai Patel taction. In a parallel 
development, in Madhya Pradesh, Congress 
chief minister Digvijay Singh, who is 
threatened by mounting dissidence among 
his own party ranks, invited the BJP*s national 
executive members in Bhopal to a dinner 
party sometime ago. What transpired at the 
party is anybody's guess. 

While the BJP's various factions and 
state units arc still playing footsie with 
different opposition parties and groups, the 
Congiess - elcctorally battered, but still 
led by Narasimha Rao - has already pulled 
otl a coup ol sorts by wooing Kanshi 
Ram's Bahujan Samaj Party (BSP) in Uttar 
Pradesh into an electoral alliance tor the 
crucial elections in that slate to be held very 
soon The BSP had earlier sought to 
project itself as the most authentic ‘dalif 
party by quarantining whai it despised as 
‘manuvadf forqps (meaning brahmin and 
upper caste dominated parlies). But that 
sanctimonious posture was dropped very 
soon when it cuddled up lo its erstwhile 
enemy, the BJP, in order to oust Mulayam 
Singh Yadav and have us own government 
in l)P with BJP support - an ill-fated 
experiment. Alter having been let down by 
one 'manuvadf party, it is now seeking an 
alliance with another, the Congress, which in 
UP is led and controlled mainly by upper 
casie people. 

In one swing of the political pendulum, the 
veieran socialist George Fernandes has 
somersaulted irovn a left-of-centre position 
to the leadership of the Samuta Party as an 
ally ol the BJP. He and his followers have 
made u very clear on numcious occasions 
(hat it is the high-handedness of their erstwhile 
comrade in the Janata Dal, Bihar chief 
minister Laloo Yadav, which led (hem to 
part ways But while one can understand the 
revulsion against Laloo Yadav’s way of 
tunning the state - whai with his patronage 
of criminals and corrupt politicians and 
'* brifeaucrats - how can that justify an alliance 
with the BJP. which subscribes to an ideology 
that is total I y repellent to anyone who bel ieves 


in socialism? And, George Fernandes still 
claims to be a socialist! 

When we turn our attention from the 
centrists to the leftists, ihc dilution of the 
ideological commitment and abandonment 
of old rhetoric may not seem to have moved 
at as fast a pace as in the case of the Janata 
Dal, the Samajwadi Party, the Samata Party, 
or the Congress politicians, all occupying 
the centrist spectrum in Indian national 
politics. The CPI, the CPRM) and the other 
constituents of the Left Front, still continue 
to reject any truck with the Hindu communal 
parties of the Sangh panvar. But electoral 
alliances with Muslim communal parties in 
Kerala (whether described euphemistically 
as 'seat adjustments’ or otherwise) reflect 
badly on the secular credentials of the Left. 

Apart from the leftist commitment to 
secular ideology, what is more of a challenge 
to the Indian Left in the present situation is 
the problem of retaining and continuing its 
adherence to the basic principles of socialism. 
This adherence has already been blunted and 
slackened in stales where the Left has been in 
power for more than a decade. A Left Front- 
ruled West Bengal (where the Left is 
approaching two decades of uninterrupted 
rule) was expected to provide an alternative 
model of governance that would heed to the 
demands of the common people for an end to 
corruption and police atrocities on the one 
hand and for the restoration of the sick 
industries which have thrown thousands of 
workers out in the streets on the other On 
both the counts, the Left Front government 
has tailed. Its increasing dependence on and 
compromise with big industrialists aie 
making it indistinguishable in these respects 
from either the Congress or the BJP ruling 
parties in other states. Now that one of its 
constituents, the CPI, has also joined the 
United Front government at the centre, 
compulsions flowing from such a partici¬ 
pation are likely to further erode the 
ideological commitment ol the Left. 

SPORTS 

Market-Led Stagnation 

THIS Olympics will perhaps mark the lowest 
point in India’s sports/athletics charts. The 
contingent, the government-approved and 
the IOC-sponsored ones together, comprises 
40-odd ‘officials', 49 sporispersons plus a 
large number of state-sponsored non- 
sportspersons, apparently being funded by 
various national sporting bodies, many of 
whom are flush with funds due to the 
corporate interest in the Olympics. What is 
noteworthy is that there are hardly any athletes 
who represent any potential for the future. 


For so many of them this is likely tolfe the 
last Olympics and among these there are 
quite a few who have put off their retirement 
from competitive athletics only to make it to 
Atlanta. Even among the younger lot. there 
is hardly anyone who has achieved anything 
close to India's best performance. The fact 
that Milkha Singh’s quarter mile national 
record of 36 years has not been bettered by 
the current challenger is indicative of the 
state of affairs. As for women's athletics, it 
has for so long been dominated by Usha and 
Shiny - the former is still recovering from a 
knee operation, and the latter's best has 
never been good enough - that selectors are 
reluctant to afford opportunities for possible 
new prospects, as for instance Zenia Ayrton 
of Maharashtra (who has never run for India 
in the Olympics) although even she at 24 can 
hardly be called a luture prospect. India’s 
hockey standards are nowhere near those ol 
the glorious 1960s. 

But names don’t really mean much. The 
fact is that there are fewer athletes coming up 
to national competitive standards and this is 
because there is a dearth of children taking to 
activities such as track and field events And 
this again depends on the total mass available 
to take part in these activities, which is 
probably shrinking with the narrowing of 
schooling opportunities. The recent strike by 
trained coaches in Maharashtra demand¬ 
ing that the number of designated posts of 
coaches in state-sponsored schools be 
increased draws attention to the lack of 
attention to sports at the school level Local 
and even state level hockey associations, 
once active in encouraging the sport, are 
more or less defunct. 

These deficiencies cannot be overcome by 
corporate sponsorship of sports at the level 
of international or even national competition. 
For instance, the fact that AT and T, Citibank 
and others are showering the Atlanta athletes 
with the sort of financial aid never before 
given is hardly an incentive lor more people 
to take to sports. It has in fact led to the IOC's 
defiance of what appears to be a sound stand 
taken by the central government to sponsor 
a smaller and more purposive contingent 
than suggested by the sporting body. This 
is not to deny that in the past personality 
clashes, strains between the Olympic body 
and the government and internal politics 
among sporting bodies have harmed sport¬ 
ing interests. However, in this instance the 
government's decision not to sponsor the 
athletics team on the grounds of their extra¬ 
ordinarily poor performance should have 
been taken with greater seriousness by the 
sporting authorities. 

It would of course be foolish to believe 
that corporate sponsorship of sports is 
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motivated solely or e venownly by the desire 
to encourage sports talent For example, 
AT and T which is sponsoring the Indian 
Olympic contingent is raising money through 
a ‘novel* scheme - tor every five-minute call 
made on the AT and T ‘direct namaskar’ 
service it will contribute $1 to the tund 
Sponsorship not only sells the companies* 
products but also a concept as m the case of 
AT and T and/or enhances the corpoiatc 
image as in the case of Citibank Sports 
sponsorship is not new in India but such 
largesse as is being seen today is without 
precedent AT and T in addition to bearing 
the cost of the participants slay and travel 
will give every member $1 000 and fly the 
families to Atlanta where they wi 11 be staying 
with the families of the employees of the 
company It would hardly be surprising if 
sue h incentives led to unsavoury competition 
among potential participants and *heir 
coaches etc In other words sports sponsor 
ship can only be useful for sports if it is 
channelled right It is tot the sports bodies to 
lay down ground rules toi accepting sponsor 
ship Forexamplc sponsorship of athletes or 
ubsidising of cxpendituics for the holding 
ol c ompetitions at the district level would be 
far more valuable than c orpoi ate sponsorship 
of the Olympic team But then neither 
Citibank nor AT and T nor Coca C ol i may 
find it worthwhile advertising their produc is 
where markets cannot l>t created 
L ate rally all this poses serious issues The 
slate has neither the wherewithal for nor the 
intci cst in providing encouragement to sports 
the corporate bodies are only interested in 
sponsoring sports which will atliact the 
sections of the population who arc th^u 
potential clients I hi scan change to an extent 
if sporting federations and associations 
intervene As of now thcic is little pro 
fessionalism in the way these institutions are 
run and most of them have become f tefdoms 
out to gel what they can horn sponsorship 
deals witn the interests of the sports they 
represent falling by the wayside Unless 
professional sporting bodies re evaluate 
their own objectives and instill a measure 
of integrity and competence m their 
functioning sports too in India will be 
dictated by the interests of the global 
corporate giants 

MAHARASHTRA 

Coalition Tensions 

THINGS seem to be hotting up for Gopinath 
Munde, deputy chief minister of Maharashtra 
The accusation from none other than a BJP 
MLA, Vimal Mundada, that goons indulging 
in arson in Beed, the homedistnct of Munde, 


were given protection by the latter and his 
brother, Pandit Munde, is the latest among 
the charges aimed at nailing Munde, the 
home minister, for the law andorder situation 
in the state The fact that Mundada, who also 
hails from Beed and has had a running duel 
with Munde was allowed to make the 
accusation in the absence ot Munde in the 
legislative assembly c an only be understood 
against the background of the deteriorating 
relationship between the two coalition 
partners BJP and Shiv Sena on the eve of 
the monsoon session of the state legislature 
The name of Jaidev Ihackeray. son of 
Shiv Sena chief Bal 1 hac keray, appeared m 
the newspapers at the beginning of this month 
in connection with a threat ot extortion of 
money by acableTV operator, Keshav Pujan 
from Knshkant Shantaram Chamankar a 
building contractoi in regard to a plot ot 
land in Mumbai Keshav Pujan was nabbed 
by the police in an apartment building where 
Jaidev Thackeray stays Later Pujan was 
released on bail and his three co-accused, 
who had allegedly been allowed to escape 
from the apartment building, were seen 
enthusiastically welcoming Pujan on his 
release frumjail Jaidev Thackeray demanded 
the transfer ot the police official who had 
entered his residence without a warrant and 
allegedaconsptracy to defame the Thackeray 
family Munde who had been pressurised to 
release the accused has been reluctant to 
transfertheofficial Previously SanjayRaut 
the executive editor of Samna Thackeray s 
newspaper had taken NJunde to task for 
shielding Vivek Pandit a political activist 
from Vasai, who has been accused of being 
involved in the murder of a tanker dnver 
This nil was further widened when the 
BJP turned down the Sena’s proposal to 
prevent Chhagan Bhujbhal from becoming 
the leader of the opposition in the legislative 
council Chhagan Bhujbhal has always been 
a thorn in the Shiv Sena s flesh ever since he 
defected from ihc part> to join the Congress 
m 1991 His act had then cost Manohar Joshi 
the post of the leadci of the opposition 
which was immediately snapped up by the 
BJP Munde who bee ime the leader of the 
opposition in place ot Joshi was later credited 
with bringing to light many criminal and 
corruption cases during Sharad Pawar s thief 
ministership Whcnth BJPdechncdtohave 
anytruck with Sena snove to stall Bhujbhal s 
election, (he news of ShankcrsinhWaghela 
the BJP dissident in Gujarat, joining the Shiv 
Sena was highlighted in Samna 
A couple ot other i .v idents like thaphysjeal 
assault of the director of the Haffkmelnstitute 
in Mumbai and garlanding the vice president 
of Nippon Denro at Raigad with chappals by 
Shiv Ssna activists have sought to project 


that a parallel law and order dispensation 
mns in the state The Sena has always prided 
itself on being the big brother to the BJP and 
expects the latter to toe its line in the state 
Whenever the BJP state leadership has sho ui 
some independence it has been rout Jly 
snubbed and dissensions within the BJP 
have been exploited by the Sena as the 
instances of Waghela and Mundada show If 
the Sena persists in Us campaign to humiliate 
the BJP stale leadership then speculation 
about the vulnerability of the coalition 
government will gam strength 

POL1IICS 

New Heroes 

IT is becoming a fashion among legislators 
against whom criminal charges jre pending 
or were filed in the past to dismiss such 
charges as politically motivated 1 he case 
of the former minister of state for home 
Mohdl ashmuddm is an interesting example 
All through the controversy over media 
reports about a large number of criminal 
cases lodged against him since 1986 
1ashmuddm maintained that he was totally 
innocent and had been falsely implicated by 
his political enemies He as welt is his 
mentor theBiharchief mmisterLalooPrisad 
Yadav who had been staunchly defending 
him even went to the extent of complaining 
that he was being victimised by the BJP for 
being a Muslim and for fighting against the 
nch on behalf of the poor 

Tashmuddm appears to he popular in his 
constituency where he is known to h ive set 
up schools and colleges and taken up the 
cause of the poor against corrupt officials 
But his c laims to innocence need to he taken 
with a pinch of salt given the common 
practice in Bihar and other parts ol northern 
India of climbing up the laddet ol political 
career through strings ol crimes ranging 
from murdei to extortions lets which uc 
no longer regarded as crimes by the people as 
long as the criminal politician looks after 
their interests also Philanlhiopy and 
populism can thus go hand in hand with 
heinous crimes 

Tast on Ihe heels ot the contioversy 
surrounding Tashmuddm mother ministc i 
in the United Front cabinet has become \ 
liability for prime minister Devc Gowd i 
thanks to his unsavoury past It is illcgcdthat 
Bolla Bulb Ramaiah mmisiti ol state for 
commerce, was prosecuted in a food 
adulteration case in 198? and convicted for 
violating FERA on another occasion Quite 
predictably the minister has dismissed the 
allegations as politically motivated 
distortions’ 
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Tbe frequent scrapes which the Sam^i wadi 
Party MP Phoolan Devi tends to get into and 
her usual defence that she is being targeted 
for attacks because of her upholding the 
cause of the poor are again examples of the 
same tendency among politicians who are 
under a cloud to project themselves as 
innocent victims of the conspiracy of the 
rich. They expect their populist politics to 
bail them out from prosecution. 

The convergence of populism and criminal 
activities in Indian politics has elbowed out 
serious debates on vital ideological issues 
and marginalised politically committed 
individuals. The Anand Moh.ins, Pappu 
Yadavs, Taslimuddins and theii ilk have 
chosen politics as a career that provides them 
with legitimacy for their criminal deeds and 
protection from prosecution. Their frequent 
switch-overs from one party to another 
(Taslimuddin, for instance, moved from 
Congress to the Samaj wadi Party and then to 
the Janata Dal) indicates their lack of any 
firm ideological conviction. 

Yet their ability to win elections - not 
always through coercion of the voters, but on 
a wave of popular admiration also - points to 
a disturbing trend. In the past, political 
leaders* whether Gandhians or communists, 
who had an impeccable history of sacrifices 
in the fight for freedom and later struggles 
for the rights of the poor were the popular 
heroes. In the first general elections of 1952, 
many communists were voted to parliament 
and state assemblies with huge majorities, 
even when police cases (relating to their 
participation in the Telangana movement 
and peasants' struggles in West Bengal) 
were pending against them. Today, however, 
the legislators involved in police cases are a 
class apart. Whether they are accused of 
physical violence or white-collar crimes, 
their acts are primarily aimed at serving their 
own interests. The crumbs that they choose 
to distribute among the voters from their 
loot, along with the populist rhetoric, ensure 
them victory in the polls. In the absence of a 
convincing and viable alternative, the voters 
have no means other than acquiescing in the 
populist-criminal hegemony in Indian 
politics. 

NURSES 

Towards Change 

IT has long been acknowledged that the 
white uniforms worn by nurses arc 
anachronisms harking back to the days whr 
western medicine was established in Indi.i 
The puipose then was not merely to ensure j 
standard of hygiene, represented by the 
whiteness of the uniform, but also to impress 


upon the ‘native* masses the superiority 
of western medicine and willy-nilly the 
western way of life. Over a period of time, in 
the course of imposing a certain discipline 
and hospital routine, rigidities set in which 
had nothing to do with functional require¬ 
ments. The cap, supposedly to ensure that 
hair was kept in place, has simply become 
an ornament. Moreover, for a variety of 
reasons nursing was a profession which was 
not considered 'respectable* for upper caste 
women. 

A number of factors have contributed to 
keeping the nurse in a grossl) disadvantaged 
position in the hospital hierarchy, which is 
also reflected socially. The hierarchical and, 
as many have pointed out, patriarchal 
structures within the medical establishment 
have ensured that the nurse in a medicare 
setting could never be anything hut 
subordinate to the medical specialist. 
Secondly, for nurses there are no avenues 
which can lead them out of nursiiig into, say, 
medicine. Thirdly, nursing is among the 
most neglected of specialities in India - there 
has been very little improvement in the 
training of a nurse and very few incentives 
offered to induce students to take up nursing. 
The development of nursing education has 
fallen way behind medicine with only a slow 
expansion of nursing schools, with the result 
that the number of nurses is far below the 
standards prescribed by the Bhore committee 
report. And fourthly, in many third world 
countries, the nurse, parity because of the 
'western' dress she wears and partly the 
work she does, is widely portrayed in popular 
literature and the media at best as a woman 
who having stepped outside the traditional 
social frame (in, for one thing, having 


abandoned her traditional dftafc) is alfcb 
likely to adopt codes of behaviour nor 
circumscribed by traditional society and at 
worst as a 'loose* woman. 

It is therefore surprising that nurses should 
only now take olicnce at the demeaning 
portrayal of the fraternity in the TV serial 
‘Dii Ka Doctor’ and decide to protest. It is 
indeed a sign of the state's neglect of nursing 
and an indicator of the social attitudes to 
nurses that such portrayals of nurses have in 
the past gone uncommented upon. That the 
nurses' response to it should be to demand 
change of their dress code is not surprising 
either. In April government nurses in 
Maharashtra decided to abandon the white 
frock and adopt a camel coloured saiwar 
kameez worn with a white coat. The practical 
reasons tor the change in attire are that white 
is difficult to maintain, stockings are 
unnecessary and the cap serves no functional 
purpose. This decision was lakcn by the 
Maharashtra Government Nurses Federation 
in April which points out that (here is no 
law which specifies a standard nurse’s 
uniform. Moreover, several states have 
already adopted a different attire for nurses, 
more comfortable and more 'culturally suita¬ 
ble*. In the circumstances, the Maharashtra 
government's reluctance to issue the required 
notification to enable the state hospitals to 
allow nurses to wear the new uniform is 
absurd. However, it would be a pity it the 
nurses* agitation stemming from a protest 
against their demeaning portrayal in the TV 
serial wound up only with a changed attire 
Much needs to be done with regard to 
upgrading nursing education and the status 
of the profession in the medical establishment 
and in society. 
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Two years 
1125 
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1650 
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250 

475 

875 
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- 
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80 

50 

65 

30 

Japan. New Zealand, 

Australia & Russia 
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100 

90 

65 

All other countries 

100 

70 

70 

50 
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COMPANIES 

CROMPTON GREAVES 

Spate of Joint Ventures 

CROMPTON GREAVES, the flagship of 
the Thapar group is one of the largest private 
sector electrical engineering firms. A leader 
in power transformers, motors and electric 
fans, Crompton Greaves is among the top 
three firms in lighting products, switchgears 
and control equipment. Thecompany closed 
the year ended March 1996 with a sales 
turnover of Rs 1,373 crore, up by 37 per 
cent from Rs 999 crore recorded in the 
previous year. Other income moved up from 
Rs 3 crore to Rs 7 crore. Interest costs were 
up by 56 per cent. Provision for depreciation 
rose by 37 per cent while that for tax was 
down by 3 per cent. The company ended 
with a net profit of Rs 64 crore, a rise of 
48 per cent from Rs 43 crore in the previous 
year. The company has stepped up dividend 
payment to 50 per cent from 35 per cent in 
the previous year. 

Increasing volumes in electrical equipment 
and in the motor division which together 
account for more than 80 per cent of sales 
led to the increase in turnover. The largest 
contribution of 38 per cent to the company’ s 
turnover came Irom the power systems 
division followed by 30 per cent from the 
industrial division with 24 per cent and 7 
percent coming in from the consumer goods 
division and the information division 
respectively. 

Turnover also improved as a result of the 
mergers that took place just before the end 
of the financial year. As part of its 
restructuring exercise the company merged 
with itself Indocoin Industries, Goa 
Telematics, Kersons Manufacturing, Hind 
Condensers and the Northern Digital 
Exchanges (NODE). Other contributions to 
improved performance came from Rs 8 crore 
that Crompton Greaves retrieved for the sale 
of its 40 per cent stake in Allen Bradely 
to the US based parent. The company’s 
exports rose by 63 per cent to Rs 156 crore 
from Rs 96 crore in the previous year. 

The company is expanding its capacity in 
motors from 25,000 to 1 lakh per month. 
For capacity expansion in fans three new 
units arc being planned in Goa as also a 
lamps unit in Baroda. The company has 
pumped in Rs 130-135 crore to hike the 
capacity of general lighting lamps to SO 
million, of fluorescent lamps to 20 million 
and of high density discharge lamps to half 
a million. 

The company is acquiring a 50 per cent 
stake in Bhubhaneshwar-based Radiant 


Electronics which has bagged the license to 
set up radio paging services in 11 centres 
in the country at an estimated investment of 
Rs 18 crore. Crompton Greaves had failed 
to get a license to provide cellular services 
in any of the seven circles for which it had 
submitted bids. 

Crompton Greaves has set up a joint 
venture with US-based Exide Electronics 
holding a 51 per cent stake for uninterrupted 
power supply (UPS) systems. The joint 
venture CG Powerware has earmarked an 
investment of Rs 10 crore over the next two 
years, with initial finance to come entirely 
through the equity of Rs 4.5 crore. Exide 
Electronics already has a presence in India 
through its supplies to the Indian defence 
sector. 

Crompton Greaves has signed a joint 
venture agreement with Hitachi of Japan to 
manufacture high voltage motors and has 
entered into a number of joint ventures. The 
company has tied up with US based Faxcast 
Broadcast and formed CG Faxcast Broadcast 
for a televised stock market and corporate 
information service on Doordarshan in which 
Crompton Greaves is to hold a majority 
stake of 67 per cent. 

S1V INDUSTRIES 

Focus on Pollution Control 

A cut in the production of pulp and 
differences with the Tamil Nadu Pollution 
Control Board notwithstanding, Coimbatore- 
based SIV Industries (formerly South India 
Viscose), the second largest viscose 
manufacturer in the country alter Grasim 
Industries, has posted a satisfactory 
performance for the year ended March 1996. 
Viscose staple fibre (VSF), a close substitute 
for cotton, is used in blended yarns to provide 
the fabric a smooth feel and improve its 
moisture absorption capacity. SIV has a 
market share of 18 per cent and 10 per cent 
in viscose staple fibre and viscose staple 
yam, respectively. The company which is 
also into the manufacture of rayon yam and 
wood pulp has an installed capacity of 6,500 
tonnes per annum (tpa) of rayon yarn, 38,950 
tpa of viscose staple fibre, 60,000 tpa of 
wood pulp and 30,000 tpa of vegetable oil. 

The financial yeai closed with a sales 
turnover of Rs 357 crore, up by 2 per cent 
from Rs 351 crore recorded in the previous 
year. Other income moved up by 74 per cent. 
Significant contribution to other income 
came from Rs 12 crore as interest earned on 
unused GDR funds. Interest costs were up 
by 8 per cent. Provision for depreciation 
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moved up by 33 per cent while provision 
for tax remained unchanged at Rs 7 crorc. 
The company dosed with a net profit of Rs 
64 crore, up by 59 per cent from Rs 40 crore 
recorded in the previous year. Dividend 
payment has been stepped up to 40 per cent 
from 35 per cent in the previous year. 

Sales turnover in the pulp and fibredi vision 
showed a growth of 10 per cent and could 
have been higher were it not for the lower 
availability of wood pulp for sale in the last 
quarter consequent to the production shortfal I 
caused by water shortage. 

Currently the company is involved in 
modernising its effluent treatment plant, 
which is expected to be completed by the 
end of the current year. Technology for the 
modernisation costing Rs 50 crorc is being 
provided by Linde KCA Dresden GmbH. 
Germany. The company had run into 
problems with the Tamil Nadu Pollution 
Control Board which had ordered the closure 
of its wood pulp plant on the ground that 
it was polluting the Bhavani river. Pollution 
considerations have compelled the company 
to cut down on the production ot pulp by 
nearly 50 per cent and it is considering the 
possibility of importing wood pulp to 
maintain VSF production. With reduction in 
the production of wood pulp, the discharge 
of treated effluents into the river would also 
decrease. With the objections of the Tamil 
Nadu Pollution Control Board and the water 
shortage that is likely to continue, the first 
phase of the 17.5(H) tpa VSF expansion 
programme, problems in the form of time 
and cost overruns are foreseen. 

NICHOLAS P1RAMAL 

Growth in Drugs 

Nicholas Piratnal with interests in 
pharmaceuticals, bulk drugs, toiletries and 
glass products closed the year ended March 
1996 with a sales turnover of Rs 164 crorc, 
up by 21 per cent from Rs 135 crore recorded 
in the previous year. Other income was 
down by 61 per cent Interest costs moved 
up by 22 percent. Provision for depreciation 
rose by 54 per cent. In the face of a zero 
tax provision, net profit moved up by 14 per 
cent to Rs 31 crore. Nicholas Piranial has 
stepped up dividend payment from 30 per 
cent to 32.50 per cent. 

A growth of over 30 per cent was achieved 
by the glass division. Within the division, 
soda-lime bottles represent 60 per cent of 
the sales and vials 40 per cent. The company 
is into the ‘flaconnage’ business which is 
high quality glass used by industries like 
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CrwplM Sf V Industries Nicholas 

Financial Indicators Grem Piramal 

Hatch Mara March March March ^farch 

1996 1995 1996 1995 1996 1995 


Income/appropriathms 

1 Net sales 137333 

2 Value of production 130964 

3 Other Income 727 

4 Total income 131591 

5 Raw materials/stores and 

spares consumed 88946 

6 Other manufacturing expenses 1293 

7 Remuneration to employees 16849 

8 Other expenses 9446 

9 Operating profit 15057 

10 Interest 5757 

11 Gross profit 10122 

12 Depreciation 2132 

13 Profit before tux 7990 

14 Tax provision 1600 

15 Profit after tax 6390 

16 Dividends 0 

17 Retained profit 6390 

LiabiUUes/assets 

18 Paid-up capital 4539 

19 Reserves and surplus 36634 

20 Long term loans 20428 

21 Short term loans 20360 

22 Of which bank borrowings 20347 

23 Gross fixed assets 44562 

24 Accumulated depreciation 12417 

25 Inventories 22669 

26 Total assets/liabilities 129227 

27 Excise duty 10740 

28 Gross value added 34077 

29 Total foreign exchange income 15662 

30 Total foreign exchange outgo 14651 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) (%) 106.3 

32 Sales to total net assets (%) 167.6 

33 Gross value added to 

gross fixed assets (%) 76.5 

34 Return on investment 

(gross profit to total assets) (%) 7.8 

35 Gross profit to sales 

(gross margin) (%) 7 4 

36 Operating profit to sales (%) 11.0 

37 Profit before tax to sales (%) 5.8 

38 Tax provision to 

profit before tax (%) 20.0 

39 Profit after tax to net worth 

(return on equity) (%) 15.5 

40 Dividend (%) 50.00 

41 Earning per share (Rs) 140.78 

42 Book value per share (Rs) 907.1 

43 P/E ratio (based on latest and 

corresponding last year's price) 1.6 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 49.6 

45 Short term bank borrowings 

to inventories (%) 89.8 

46 Sundry creditors to 

sundry debtors (%) 88.1 

47 Total remuneration to employees 

to gross value added (%) 49.4 

48 Total remuneration to employees 

to value of production (%) 12.9 

49 Gross fixed assets formation (%) 31.7 

50 Growth in inventories (%) 39.67 


99890 

35717 

35053 

16353 

13516 

96689 

36849 

32980 

16374 

13570 

257 

2554 

1469 

199 

509 

96946 

39403 

34449 

16573 

14079 

67689 

14831 

14933 

6290 

5363 

1167 

5254 

5216 

1341 

1240 

11164 

3360 

2222 

1665 

1494 

5766 

5025 

4019 

2573 

2253 

11160 

10933 

8059 

4704 

3729 

3687 

2528 

2331 

308 

252 

7534 

8416 

5725 

4440 

3648 

1556 

1336 

1008 

1373 

893 

5978 

7080 

4717 

3067 

2755 

1650 

700 

700 

0 

(0 

4328 

6380 

4017 

3067 

2695 

1451 

1382 

1121 

565 

806 

2877 

4998 

2896 

2502 

1889 

4426 

3456 

3456 

1739 

1739 

34329 

28235 

23300 

20839 

18357 

13703 

22914 

12641 

4251 

3816 

6929 

4048 

3059 

6270 

3790 

5905 

1827 

3059 

5506 

2883 

33837 

43812 

29806 

22917 

15376 

10421 

. 10927 

9604 

4327 

2949 

16230 

8617 

4385 

3177 

2938 

94727 

68616 

49368 

37102 

30597 

7933 

6417 

8312 

2184 

2073 

22786 

12166 

9177 

6484 

5340 

9604 

1817 

697 

654 

917 

9196 

9356 

1497 

1724 

799 


105.5 

52.1 

71.0 

44.1 

44.2 

168.2 

60.9 

82.6 

49.4 

48.8 

67.3 

27.8 

30.8 

28.3 

34.7 

8.0 

12.3 

11.6 

12.0 

119 

7.5 

23.6 

16.3 

27.2 

27.0 

11.2 

30.6 

23 0 

28.8 

27 6 

6.0 

19.8 

13 5 

18.8 

20.4 

27.6 

9.9 

14.8 

0.0 

2.2 

11.2 

20.1 

15.0 

13.6 

13.4 

35.00 

40.00 

35.00 

32.50 

30.00 

97.79 

18.46 

11.62 

17.64 

15.50 

875.6 

91.7 

77.4 

129.8 

115.6 

2.0 

5.4 

11.0 

10.6 

17.1 

35.4 

72.3 

47.2 

18.8 

19.0 

36.4 

21.2 

69.8 

173.3 

98.1 

96.4 

49.4 

33.5 

65.9 

46.3 

49.0 

27.6 

24.2 

25.7 

28.0 

11.5 

9.1 

6.7 

10.2 

11.0 

- 

47.0 

- 

49.0 

- 

- 

96.51 

- 

8.13 

- 


cosmetics, toiktries atid 
foods. The company enjoys advantages in 
the form of the economic capacity of its 
plants, low cost of fuel (natural gas), 
proximity to raw material sources and 
proximity to markets as 70 per cent of the 
markets are in western India. An expansion 
plan on the anvil envisages the doubling of 
its soda-lime capacity by setting up a new 
200 tonnes per day (tpd) unit with power 
requirements being met from a capti ve natural 
gas based power plant. 

Aided by the Drug Price Control Order, 
1995 which took some of its major brands 
out of price control, coupled with price 
increases, the pharmaceuticals division saw 
an improved performance. Nicholas Piramal 
is in the process of doubling its capacities 
at its Pithampur formulations plant. As a 
part of a restructuring exercise the company 
has closed down its small bulk drug 
manufacturing facility at Ambarnnlh, 
Mumbai, and will out-source Ephcdnne 
Resinate, the sole hulk drug that was 
manufactured for captive consumption. 

The year under review saw the company 
strengthening both its glass and pharma 
divisions. ITie company has brought down 
the production costs by over 40 per cent in 
the cyc-care division and has tied with 
Allergen, the $ 900 million healthcare 
company and market leader in the cye-carc 
market, for a joint venture in Bangalore. 

In a move that marks Nicholas Piramal*s 
maiden overseas foray, the company has 
taken control of Jenkins Botswana, a drug 
manufacturing company in Botswana. The 
company will initially export bulk drugs to 
the overseas company and later manufacture 
the entire range of drugs for tropical diseases 
in Africa. The group intends to cntci the 
growing African market through this venture. 
Three otherjoint ventures planned comprise 
those with Allergen of US tor producing 
eye-care products, with Scholl oi UK lor 
foot care products and with Satelec of France 
for dental care products. 

Nicholas Piramal has taken over the 
Hyderabad-based Sumitra Pharmaceuticals, 
a company manufacturing a range of bulk 
drugs and intermediaries. It has identified 
healthcare as a major thrust area and the 
latter with the largest private sector capacity 
under one roof and strong reverse engineering 
skills with proven technology is to aid it in 
this venture. Sumitra Pharmaceuticals is the 
third company to be acquired by Nicholas 
Piramal with the first two being the Nicholas 
Laboratories India in 1988 followed by Roche 
Products, now named Piramal Healthcare, 
in November 1993. After the takeover of 
Sumitra Pharma, Nicholas Piramal wilt he 
the fifth largest drug company in the country 
in terms of sales after Ranbaxy, Glaxo, 
Lupin and Dabur. 
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crossed $4 bn. Infrastructure industries like power, oil and telecommunications account for 47.6 per cent of the approvals Though the US and the UK occupy the top 
positions, the sources of FDI are quite widely dispersed and significant amounts have come from the newly-industrialised countriesTike South Korea, Thailand, Malaysia 
and Singapore. The sizeable flow from Mauritius no doubt represents re-vouting for tax benefits. 


Macroeconomic Indicators 


Index Numbers of Wholesale 
Prices (1981-82 = 100) 


AH Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel. Power, Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April I-June 22,1996) 


Cost of Living Indices 


Weights June 22,_ 

1996 Over 
Month 


Eg M M frPW _ 

1995-96 1994-95 1993-94 1992-93 


Latest Previous 1996-97 1995-96 


100.0 


0.6 

4.2 

9.3 

2.4 

2.4 

4.9 

10.4 

■LIMB 

7.0 

32.3 

321.9 

1.7 

6.3 

9.3 

4.4 

2.4 

5.7 

12.7 

11.5 

3.0 

17.4 

364.6 

2.1 

8.7 

8.4 

5.9 

5.0 

9.7 

11.9 

4.4 

5.4 

10.1 

328.0 

1.4 

3.1 

10.9 

2.8 

-2.4 

-1.1 

15.5 

24.9 

-1.4 

10.7 

295.1 

0.0 

3.8 

1.9 

3.1 

-0.1 

-O.l 

2.4 

13.1 

15.2 

57.0 

299,3 

0.1 

3.0 

10.9 

1.0 

3.0 

5.4 

10.7 

9.9 

7.9 

10.1 

282.5 

1.3 

1.5 

3.1 

3.7 

2.0 

0.3 

8.1 

12.3 

6.8 

27.5 

334.4 

1.8 

6.4 

6.6 

5.2 

4.0 

6.6 

10.6 

7.0 

5.8 

100.0 

304.3 

_ 

6,4 

10.3 

4.7 

5.9 

7.7 

10.9 

8.3 

10.1 


Latest_ Variation (Per Cent): Point-to-Point 

Month Over Over 12 Months Fiscal Year So Far 1995-96 1994-95 1993-94 1992-93 
Month Latest Previous 1996-97 1995-96 


Industrial Workers (1982=100) 324.0 4 1.6 9.8 9.7 

Uiban Non-Man Erop( 1984-85=100)* 261.(P 0.4 9.7 9.7 

Agn Lab (July 60 to June 61=100) I413.6 4 1.3 8.2 12.1 

@ Derived: based on linking factor between old and new series (1986-87=100) 


324.0* 

1.6 

9.8 

9.7 

1.6 

0.7 

8.9 

9.7 

9.9 

6.1 

261.0* 

0.4 

9.7 

9.7 

7.0 

7.2 

- 

9.9 

8.3 

6.8 

1413.6* 

1.3 

8.2 

12.1 

8.7 

11.1 

7.4 

10.6 

11.6 

0.7 


* For 1995-96 


Money and Banking (Rs crore)* 


Over Month 


Fiscal Ye 
1996 97 


Money Supply (MJ 620791 3315 (0.5) 20293 (3.4) 

Currency with Public 129705 -213 (-0.2) 11452(9 7) 

Deposits with Banks 485541 3551 (0.7) 6732(14) 

Net Bank Credit to Govt 273541 1490 (0.5) 10873 (4.1) 

Bank Credit to Cornml Sector 337696 -2987 (-0.9) -943 (-0.3) 

Net Foreign Exchange Assets 76354 74 (0.1) 944 (1.3) 

Reserve Money (June 14. 1996) 196287 -972 (-0.5) 1952(10) 

Net RBI Credit to Centre 134925 179(0.1) 16156(13.6) 

Ad hoc Treasury Bills 47565 320 18120 

Scheduled Commercial Banks (June 21. 1996) 

Deposits 439396 4047(0.9) 7051(1.6) 

Advances 249225 -2421 (-1.0) -2875 ( II) 

Non-Food Advances 237204 -2489 (-1.0) -5105 (-2.1) 

Investments 167903 2331 (1.4) . 3762 (2.3) 

* Based on March 31 figures after closure of government accounts, except for 
March 29, 1996 


3315(0.5) 
-213 (-0.2) 
3551 (0.7) 
1490(0.5) 
-2987 (-0.9) 
74(0.1) 
-972 (-0.5) 
179(0.1) 
320 


20293 (3.4) 
11452 (9 7) 
6732(1 4) 
10873(4.1) 
-943 (-0.3) 
944(1.3) 
1952(10) 
16156(13.6) 
18120 


Index Numbers of Industrial Weights February Fiscal Year So Far 
Production (1980-81 = 100) 1996 1995-96 1994-95 I9< 


sar.Sp Fftf 

1995-96 


823 (0.2) 
12272(12.2) 
-10600 (-2.5) 
15119(6.8) 
142 (0.0) 
-2174 (-2.9) 
16371 (9.7) 
16696(16.9) 
13635 


439396 4047 (0.9) 

249225 -2421(-1.0) 
237204 -2489(-1.0) 
167903 2331(1.4) 


7051 (1.6) 
-2875(I 1) 
-5105 (-2.1) 
3762 (2.3) 


69696(13.1) 
17464(17.3) 
52176(12.2) 
40252(18.1) 
48984(16.9) 
-514 (-0.7) 
25056 (14.8) 
19855 (20.1) 
5965 


78617(17.4) 
18806(22 9) 
58956 (16.0) 
16325(7 9) 
44991 (18.4) 
23298 (44.3) 
30608(22.1) 
2130(2.2) 
1750 


73307(19.3) 
14170(20.9) 
57925(18.7) 
288S5 (16.3) 
17161 (7.5) 
27674(110.9) 
27892(25.2) 
260(0.3) 
6300 


-10715 (-2.8) 45486<11.8) 53630(16.1) 52144(18.6) 

-2872 (-1.4) 40540 (19.2) 40638 (23.8) 11566 (7.3) 

-6069 (-3.0) 43024 (21.6) 37797 (23.4) 8875 (5.8) 

2611 (1.7) 14887(100) 14172(10.5) 28641(26.9) 

1995-96 (full year) and 1996-97 where the banking data relate to 


General Index 100.0 302.5 279.8(12.4) 249.0(9.5) 252.9(9.0) 231 1(5.6) 218.9(2 3) 213.9(0.6) 212.6(8.2) 196.4(8.6) 

Mining and Quarrying 11.5 298.7 259.3(7.4) 241.4(7.6) 247.8(7.1) 231.2(3.4) 223.7(0.6) 222.5(4.5) 221.2(6.3) 211.6(7.9) 

Manufacturing 77 1 298.3 274.2(13.9) 240.8(9.9) 244.6(9.4) 222.3(5.5) 210.7(2.2)206.2(-0.8) 207.8(8.9) 190.7(8.6) 

Electricity 11.4 334.6 337.7(8.3) 311.7(8.7) .314.6(8.5) 290.0(7.4) 269.9(5.0) 257.0(8.5) 236.8(7.8)219.7(10.9) 


Capital Market 


BSE Sensitive Index (1978-79=100) 3707(17.2) 

National Index (1983-84=100) 1693(13.5) 

BSE-200 (1989-90=100) 383(13.5) 

NSE (Nov 5, 1995=1000) 1093 

Skindia GD& Index (Apr 15, 1994= 100) 80( 1.5) 


Foreign Trade 


Exports: Rs crore 

US $ mn 2636 

Imports. Rs crore 11408 

US $ mn 3260 

Non-POL US $ mn 2501 

Balance of Trade: Rs crore -2184 
US $ mn -624 


Ago Ago Trough Peak Trough Peak 1995-96 1994-95 


.3866 3164<-22.9) 3367 4049 2826 3584 3367(3.3) 326K-13.7) 

1745 I49K-23.2) 1549 1829 1304 1691 I549( 3.5) I606(-I2.2) 

392 3374-31.2) 345 412 289 385 345 (-6.3) 368(-l8.2) 

1133 1107 1196 - 

86 78(-25.8) 79 90 61 91 79(1.3) 78 


3779(65.7) 
1830(79 2) 
450(92.3) 


1994-95 1993-94 1992-93 1991-92 


19080(24.1) 
5510(12.6) 
21751 (27.6) 
6282(15.8) 
4751 (8.3) 
-2671 
-772 


15373(29.2) 106465(29.3) 
4893(29.0) 31831 (21.4) 
17043(39.9) 121647(37.1) 
5425 (39.7) 36370 (28.7) 
4388(46.5) 29214(29.6) 
-1670 K -15182 

-532 -4539 


82330(18.4) 
26223(18.3) 
88705 (21.8) 
28251 (21.7) 
22538(28.4) 
-6367 
-2028 


69547 (30.4) 
22173 (20.4) 
72806(15.7) 
23212(6.8) 
17456(10.6) 
-3259 
-1039 


53688(21.9) 44042 (35 3) 
18537(3.8) 17866 (-1.5) 
63375(32.4) 47851 (10.8) 
21882(12.7) 19411 (-19.4) 
15782(12.3) 14047 (-22.2) 
-9687 -3809 

-3345 -1545 


Variation Over 


Foreign Exchange Reserves 
(excluding gold) 

1996 

1995 

1996 

Month 

Ago 

Year Fiscal Ye 

Ago 1996-97 

arSoFar 1995-96 1994-95 

1995-96 

1993-94 

1992-93 

Rs crore 

62014 

61910 

60051 

1882 

103 1963 

-4118 -5977 18402 

27430 

5385 

US Snui 

17654 

19696 

17128 

543 

-2042 526 

-1120 -3688 5640 

8724 

731 
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Foreign Investment Approvals and Actuals: A Profile 


A Foreign Collaboration (FC) Approvals Total 1996 199 


Total No of FC approvals by: 

(i) Secretariat for industrial approvals 
(it) Reserve Bank of India 
(iii) F1PB* Foreign investment promotion board 
No of FC approvals involving foreign investment: 
Total 

(i) Secretariat for industrial approvals 
(it) Reserve Bonk of India 
(in) FIPB* Foreign investment promotion board 
Foreign investment involved 
Total (R$ crore) 

(i) Secretariat for industrial approvals 

Cii) Reserve Bank of India 

(iii) FIPB* Foreign investment promotion board 

* Includes 22 GDR proposals involving investment 
$ Includes 2 GDR proposal involving investment of 


Total 

1991-96 

1996 

(Up to March) 

1995 

1994 

1993 

1992 

1991 

8723 

586 

2337 

1854 

1476 

1520 

950 

2758 

131 

593 

382 

307 

585 

760 

3287 

186 

799 

702 

676 

736 

188 

2678 

269$ 

945# 

770* 

493 

199 

2 

4560 

377 

1355 

1062 

785 

692 

289 

837 

32 

165 

92 

59 

243 

246 

1054 

79 

247 

201 

235 

2SI 

41 

2669 

266$ 

943# 

769* 

491 

198 

2 

67980 

8440 

32070 

14190 

8860 

3890 

530 

2010 

450 

300 

320 

160 

420 

360 

2930 

280 

540 

530 

660 

780 

140 

63040 

7710$ 

31230# 

13340* 

8040 

2690 

30 


ofRsS # 
Rs 510 crore 


Includes 4 GDR proposal involving investment of Rs 1,190 crore 


8356.4 

1331.9 

3869 4 

1500.8 

985.2 

478 0 

191 2 

1505.7 

324.3 

530.2 

362.6 

241.1 

47.5 

nil 






148 0 

160.3 

4441.3 

481.8 

1970.6 

1118.5 

560.5 

1 7 

nil 

14303.3 

2138.0 

6370.2 

2981.9 

1786.7 

675.2 

351.4 


B Actual Inflow of Foreign Direct Investment (FDI)/NRI Investment until March 1996 (Rs crore) 

Total 1996 1995 1994 

1991-96 (Up to March) 


Actual inflow of FDI in respect of: 

(i) Government’s approval 8356.4 1331.9 3869 4 1500.8 

(li) RBI's automatic approval 1505.7 324.3 530.2 362.6 

(iii) NRIs (a) 40 per cent scheme 

(b) 100 per cent scheme 4441.3 481.8 1970.6 1118.5 

Total (i+ii+iii) 14303.3 2138.0 6370.2 2981.9 


C: Industrywise break-up of Foreign Collaboration approvals D: Country wise break-up of FI 

_August 1991 to March 1996 Amount i 


Metallurgical industnes 
Ferrous 
Fuels 
Power 
Oil refinery 
Electrical machinery 
Electrical equipment 
Computer software 
Telecommunications 
Transportation industry 
Automobile industry 
Non-electncal machinery 
Industrial machinery 
Chemicals and allied industries 
Chemicals (other than fertiliser 
Agro-based industries 
Food processing industries 
Construction-based industnes 
Ceramics 

Cement and Gypsum products 
Financial services 
Hotel and tourism 
Other services 
Miscellaneous industnes 


1992 1991 


D: Country wise break-up of FDI approvals 

Amount in Each Calendar Year (Rs Crore) 


Total No of 
Investment 
Approvals 

Investment 
Amount 
(Rs Crore) 

Per Cent Country 
to Total 

Investment 

Total 

1991-96 

1996 
(Up to 
March) 

1995 

1994 

1993 

332 

4215.9 

6.2 

USA 

16216.2 

794.5 

7054 4 

3488 1 

3461 9 

213 

3375.6 

5.0 

UK 

4500.5 

703.0 

1725.9 

1299.2 

622.7 

191 

13474.4 

19.9 

Japan 

2974.6 

139.0 

1514.3 

400.9 

257.4 

23 

6429 7 

9.5 

Germany 

2356.2 

143.4 

1339.5 

569.4 

175 9 

100 

6275 4 

9.2 

Canada 

1449.3 

0.8 

1373.6 

42 0 

27.3 

1549 

3945.9 

58 

France 

1293.6 

605.5 

420.4 

89.7 

129.1 

901 

1347.5 

2.0 

Italy 

1103.7 

27.9 

460.3 

390.9 

117.4 

323 

1154.5 

1.7 

Israel 

4158 1 

9.6 

4137.2 

8.5 

1.5 

258 

18832.6 

27.7 

Mauritius 

3110.3 

642.9 

1808.5 

534 7 

124.2 

403 

4733.3 

7.0 

South Korea 

2565.1 

2069.2 

314.2 

106.9 

29.3 

323 

3389.5 

5.0 

Malaysia 

2496.8 

2.4 

2386.1 

25.2 

8.5 

1468 

2856.9 

4.2 

Thailand 

2372.5 

23.4 

1968.1 

10.0 

368.4 

803 

1482.9 

2.2 

Australia 

2009.6 

7.1 

1504.2 

388.5 

29.6 

1131 

5025.3 

7.4 

Netherlands 

1894.8 

247.0 

966.5 

207.0 

321.7 

) 905 

4510 7 

6.6 

Switzerland 

1518.7 

8.9 

309.5 

48.3 

426.8 

1470 

3718.3 

5.5 

Singapore 

1439.6 

54.8 

991 0 

265.5 

66.7 

481 

2501.8 

3.7 

Sweden 

1065.3 

495.4 

502.3 

11.6 

0.6 

222 

1179.7 

1.7 

Hong Kong 

843.8 

105.7 

407.2 

164.8 

88.0 

135 

394.4 

0.6 

China 

670.0 

- 

581.1 

27.3 

61.7 

42 

399.5 

0.6 

Kuwait 

444.7 

260 0 

150.0 

34.6 

01 

291 

3235.0 

4.8 

Indonesia 

315.6 

- 

313.3 

0.0 

0.4 

158 

1939.7 

2,9 

Philippines 

255.8 

255.8 

- 

- 

- 

216 

874.7 

1.3 

NRIs 

3725.6 

1022 9 

709.7 

490.9 

1043.3 

718 

1337 2 

2.0 

Euro Issues 

6931.5 

511.5 

1189.5 

5230.4 

- 

8407 

67870 7 

100.0 

Total* 

67968.7 

8428.8 

32071.7 

14187.2 

8859.3 


* Includes other countries 

Smn e S/A New r letter. Ministry of Industry, Government of India, April. 
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MONEY MARKET REVIEW 


Distortions Come to the Surface 


Underlying the swings to the extremes of abundant liquidity, acute 
liquidity shortage and now back to an easy situation has been the 
dependence of the financial system on injection of liquidity from outside 
because of lack of domestic financial saving 

I 

Macro Perspective 


CAUGHT in the shocks of adjustment to a 
situation of liberalisation the financial system, 
contrary to official expectations, has plunged 
into a quandary Many distortions associated 
with a free for-all environment have come to 
the surface First, within a short penod of a 
year or two the economy has swung to the 
extremes from an abundance of liquidity to 
an acute shortage ot liquidity and now back 
to an easy situation Underlying these swings 
has been the dependence of the financial 
system on the injection of liquidity from 
outside even as the natural growth ot financial 
savings has remained stunted The blocks ot 
assets externally injected m spurts are gobbled 
up by the pent up demand for funds by the 
private sector and the government alike 
Secondly, the apparent c onsequenceot swings 
m liquidity is seen in inueased uncertainty 
for both the purveyors ot institutional credit 
and productive enterprises seeking credit 
Banks seem to have become extremely loan 
wary thus seeking more solace in risk-free 
sovereign instruments A third and final dis¬ 
tortion is to be seen m the structure ot interest 
rates While immediate liquidity con- 
sideiauons are lending to push short term 
rates downwards the rates tor bank loans and 
loans ot term lending institutions have 
remained high and sticky as a result ot the 
high cost funds mobilised by banks as well 
as the FIs 

The liquidity situation has remained easy 
during the first quarter ot 1996 97 entirely 
as a result of the release of funds by the RBI 
through reductions in the cash reserve ratio 
(CRR) From November 11, 1995 through 
May 11 this year, ten instalments ot CRR 
reductions had been announced by the RB! 
tor different types of liabilities, which has 
meant the release of about Rs 12,725 crore 
ot cash reserve requirements for banks and 
effective reduction of the reserve ratio from 
15 7 percent in March 1995 to 125percent 
by this May (Table 1) This is reflected in 
a sharp acceleration in monetary growth 
Between March 15 and June 21, 1996, M, 
increased by Rs 32,794 crore (5 6 per cent) 
against an increase of Rs 19,884 crore (3 9 
per cent) m the comparable penod of the 
previous year Monetised deficit of the central 
government, though remaining high, can 
hardly be said to be the cause of this 


acceleration, tor the increase m net RBI credit 
to the centre this year so far (Rs 15,702 crore 
or 13 2 percent) has been of the same order 
as last year (Rs 15,111 crore or 15 per cent) 
The expansion ot aggregate deposits of 
scheduled commercial banks has been 
phenomenal Rs21 751 crore or 5 2 percent 
during the above penod against only Rs 
9,446 crore or 2 6 per cent last year Despite 
such sizeable deposit accruals, banks have 
been wary of increasing their loan portfolios, 
non-food bank credit increased by Rs 309 
crore (0 1 percent) during the penod against 
a nse ot Rs 3,677 crore (1 9 percent)dunng 
the comparable pe tod of last year Due to 
seasonal factors coupled with pressures from 
the RBI as well as the banks' own proclivities, 
the nse in their investments m government 
secunties has been much larger this year Rs 
5,553 crore (4 3 percent) as against Rs 2,065 
crore last year 

Despite such an easy liquidity situation, the 
RBI in a sudden development announced a 
further full percentage point cut m the CRR, 
thus slashing the effective ratio to 11 5 per 
cent and releasing an amount of Rs 4,100 
crore of banks’ resources Interestingly, the 
announcement by the RBI on July 1 occurred 
precisely a day after all FIs, except IFC1, had 
decided on an upward revision in their prime 
lending rates (PLRs) to as high as 17percent 
(excluding interest lax), with their lending 
rates ranging from 17 to 20 per cent Earlier 
most nationalised banks had pitched their 
PLRsat 16 50per cent,though the actual loan 
rates were much higher at 21 to 24 per cent 


Some of the foreign banks had hiked their 
PLR to 19 5-20 per cent Both FIs and banks 
had resorted to stiff competition lor mobilising 
funds at high rates of interest, with FIs 
committing themselves to offering such high 
rates for long periods Hence, there is a built- 
in stickiness in the downward adjustment of 
lending rates of banks and FIs, which is likely 
to be a major stumbling block for sustaining 
industrial growth and investment momentum 
Though the short-term rates of interest 
have been forced downwards following the 
release of liquidity by the RBI for the present, 
the further liberalisation of banks' deposit 
rates - reduction of the minimum penod of 
term deposits from 46 days to 30 days and 
freeing interest rates on domestic term 
deposits of overone year instead of two years 
- is unlikely to help in any easing of the cost 
of funds tor banks The RBI is, of course, 
steadfastly pursuing its objectives set out in 
the package of financial sector reforms Apart 
from bringing the CRR closer to the World 
Bank and Narasimham Committee 
prescriptions of 10 per cent by March 1997, 
the RBI has withdrawn the refinance facility 
against government paper, which was to the 
tune of Rs 3.385 crore but which was not 
being used by banks The latter measure has 
been ostensibly taken as a step towards 
evolving a reference rate 
While announcing the monetary policy 
measures m April this year, the RBI governor 
had said that the existence of several 
concessional rates of refinance stood in the 
way of the emergence of a meaningful 
reference rate But by its very nature, a 
refinance rate has a range of functions, from 
being a promotional rate to a punitive rate 
dependinguponthecreditsituabon With the 
abolition of refinance against government 
secunties, there is now only one refinance 
facility available in the system, viz, export 
refinance Given the preferred status of exports 
in the economy, it may be difficult for the 


T ablf 1 Recent CRR Reductions 


Date 

Measure Adopted 

Funds Released 
(Rs Crore) 

Effective CRR 
(Per Cent) 

1995 




November 11 

CRR on NDTL cut from 15 to 14 5 per cent 

2000 

157 

November 28 

CRR on new FCNR(B) deposits exempted 

- 

(March 95) 

December 8 

CRR on old FCNR(B) deposits up to November 24 



cutf om 145 to7 percent 

1,050 


December 9 

CRR on NDTL cut from 14 5 to 14 per cent 

2,000 


199b 




January 6 

CRR on old FCNR(B) deposits exempted 

1,200 


January 6 

CRR on old NRNR deposits exempted 

715 


January 6 

CRr on old NRE deposits reduced from 


118 


14 per cent to 10 per cent 

560 

(March 96) 

April 13 

CRR on NRE deposits exempted 

1400 

125 

April 27 

CRR on NDTL cut from I4to 115 percent 

1,900 

(May 96) 

May 11 

CRR on NDTL cutfrom 115 to 11 per cent 

1,900 

115 

July6 

CRR on NDTL cut from llto 12 per cent 

4100 

(July 96) 


Total funds released since November 1995 

16025 
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Graph A Daii y Top-End Quotation op Caul Money Rato (Excujdinq 
Reporting Fridays), May 1996 and June 1996 
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central bank to abolish this laulity Instead 
the RBI is gradually trying to reduce the 
concessional element irom this facility In 
February this year, it treed the interest rates 
on pre- shipment credit for over 90 days and 
below 180 days in an attempt to achieve a 
taster turnover in export credit Recently the 
RBI has even treed interest rate tor export 
credit tor over 180 days By moving away 
from concessional rates, the RBI is clearly 
progressing towards creating the ground for 
a relevant reference rate It is, however 
unclear yet as to what will be a relevant 
reference rate - an administratively set Bank 
rate or a rate evolved in the market In the 
past market attempts to designate treasury 
bills discount rates - both 91 day and ^64- 
day - as reference rate have tailed The RBI 
has been indicating its desire to revive the 
Bank rate as the reference rate, though the 
current 12 percent rate has hardly been found 
to be of relevance lor this purpose The 
authorities have also been maintaining that 
to be meaningful the reference rate will have 
to evolve and earn its place 


The RBI has taken further steps towards 
libcialismg the interest rate structure By 
reducing the minimum term deposit period 
from 46 days to 30 days, it has now allowed 
corporates to treat this as an outlet for their 
surplus funds Seen in the context of the 
corporate sector moving gradually towards 
a loan system from the present cash credit, 
the move over to 30-day product will pave 
the way tor integration of two segments of 


the money market vt7, the formalised 
overnight money market and the informal 
corporate segment of the money market The 
freedom given to banks in fi xing rates on one 
year deposits as against the earlier two years 
also needs to be seen in this context 

Other RcroRM Measures 

In its pursuit of instrument and institution 
development, the RBI has adopted a number 


Tabii 3 Daily Quotations of Highs and Lows of Call Rates 
Simpi e Stai isi k At Cm abac thus tils 

{Pertenti*et annum) 



AH Four 
Weeks 


June 19% 
Week Ended 


All Five 
Weeks 

May 19% 
Week Ended 




of the 
Month 

28 

21 (RF) 

14 

ot the 

7 (RF) Month 

51 24(RF) 17 

I0(RF) OS* 

Mean 

999 

1094 

918 

1097 

888 

1014 

1101 923 10% 

892 

10% 

Standard 

deviauon 

289 

010 

387 

026 

3 83 

280 

020 186 022 

409 

047 

Coefficient of 

variation 

2892 

091 

4216 

2 37 

4313 

2760 

182 41 82 2 01 

4588 

429 


* Friday being a holiday data are for the previous Thursday RF » Reporting Friday 


Tabi f 2 Cali Money Rates 


(Per t ent per annum} 




June 19% 




May 1996 



Items 

28 

2KRF) 

14 

7(RF) 

31 


17 

mmm 

\** 

Weekly run go 

10 *>1100 

025 1105 

10 701150 

o ion oo 

10801125 

025 1125 

1065-1125 

025 1125 

1025 1125 

(1400 1900) 

(025 2150) 

(13 5017 25) 

(2001200) (10501600) 

(2 00-22 00) (15 5019 50) (11 5019 00) 

(8 50 1200) 

Week-end (Friday) 
Weekly weighted 

1050-1095 

025-050 

1085 1105 

010050 

10901100 

025-050 

1075 1125 

025-050 

10501125 

average • 

DFHI lending 

1094 

1089 

1090 

1139 

1091 

1086 

1094 

1084 

1083 

rates (range) 

1090110 

1105-4) 10 

109011 15 

04011 15 

10901125 

0501125 

10 8011 25 

0301125 

1075-1125 


* Weighted average of borrowing rates reported to the RBI by selected banks and DFHI, weights being proportional to amounts borrowed 

** Friday being holiday, Fhursday data 

Figures in the parentheses represent weekly range during similar period last year 
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Yield (per cent per annum) 


GhatnC Yield Curvesfo*91 -Day TBs (SkommyampPwmary GminD Ymu> Curvefor 91-Day TBs, T64-Day tfh an*O o. 

Auctions) Amul 1996 to June 1996 Sbcumiim Days c* Maximum Transaction! 

(Duunq THE Four Weeks of June 1996) 



ot measures in the recent penod With a view removal ot tax deduction at source (TDS) on money market they can only lend 

to providing further depth to the government the interest income earned by public sector In the meantime the RBI allowed two 

securities market banks have been permitted banksongilts ThcRBI s refinance rates for foreign mutual funds <MF) tor the first time 

to buy back the securities after 46 days PDs- 12 5 percent for TBs and 14percent Templeton MF and Sun F and CMF andone 

thereby facilitating retailing ot gilts with non tor dated securities - have been apparently more domestic pnvateMF HBMF to operate 

bank clients such as provident funds, trusts, kept at levels higher than the market rates as lenders in the call money market and as 

non bank financial companies (NBFCs) and with a view to inducing the PDs to offload intermediaries in bills rediscounting The 

high net worth individuals Tins step has the securities and trade them actively in the MMMFs have been allowed reduced lock-in 

come close on the heels of other important market and not just revert them to the RBI penod tor their funds from 46 days to 30 

steps to revitalise this market such as the At the same time, the PDs have been allowed days lor them to remain competitive with 

introduction ot liquidity support for money to participate in the call money and notice term deposits of commercial banks 

inarketmutualfunds(MMMFs)dedtcatedto money markets both as lenders and borrowers As a supporting measure to enhance 

government secunties, the promotion of the - a facility which is not provided to other liquidity the government has permitted 

system ot primary dealers (PDs) and the institutions allowed to operate in the call exporters to borrow up to $1*5 million from 

Taiiu 4 Auctions of 91 Day Treasury Bills 

(Amount miupet i non t 

Dale of Notified Bids Tendered Bids Accepted Subscription Cutoff Cutoff Amount Outstanding (Rupees) 41 

Auction Amount No Face Value No Face Value Devolvedon Price Yield Rate - 

(Rupees) (Amount) (Amount) RBI (Amount) (Rupees) (PerCent) Total With RBI Outside RBI 

I 200 13200 9701 1233 315000 43700 271300 

(5) (366) 

1 100 34500 9700 1233 360000 79100 280900 

(3) (145) 

2 3 00 32700 9697 12 37 405000 111800 293200 

(3) (170) 

2 6 00 12400 9695 12 50 450000 124200 325800 

(5) (370) 

17 32932 000 9699 1241 650000 46600 603400 

(3) (17068) 

21 45887 0 00 9699 1241 650000 10628 639372 

il) (4113) 

27 24711 000 9699 1241 650000 10628 639372 

(4) (252*98) 

30 43922 000 9699 1241 650000 10628 639372 

(21 (60 78' 

Figures in parentheses represent numbers and amounts of non-compeutive bids which are not included in the total 
Figure in square brackets represents subscription amount by primary dealers, exclusive of RBI 
* Outstanding amounts are esumated for last few weeks of June 199b 
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Grafh E: Y«u» Guavas sot 364-Day Tubabury Biijls and Dato> Sscuurnw - Wbomyid 


Avsraos for Jun* 1996 



overseas markets. Such loans have to be paid 
back in the foreign currency, the exchange 
rate risk on which is to be borne by the 
exporters. Further, effective June 19,1996, 
external commercial borrowing (ECB) 
guidelines were considerably liberalised to 
provide greater access to foreign loans and 
encourage investments in core infrastructure 
areas. 

II 

Money and Foreign 

Exchange Markets 

Call Money Market 

The improved liquidity position was 
reflected in the persistence of remarkable 
stability in call money rates in June, moving 
in a narrow range of 10.90-11.00 per cent 
throughout the month (Table 2). Thus the 
first quarter of 1996-97 concluded with a 
mean call money rate of about 10 per cent. 
Interestingly, the corresponding quarter of 
199S-96 had also shown a relatively low 
average of 12.4 per cent but this was not 
sustained in the subsequent part of the year. 
The remarkable stability in call rates during 
the past three months was reflected in relatively 
low coefficients of variation (Table 3). The 
further reduction in CRR by one percentage 
point and shortening of the term deposit rate 
structure coupled with the coinciding of the 
reporting Friday on July 5,saw the call rates 
plummet to as low as 0.25-4 per cent in the 
first week of July. 

The 11 per centexpoit refinance rate proved 
to be an effective benchmark rate for call 
money which was what made the call rate 
range-bound between 10.90 per cent to 11 
per cent throughout June (Graph A). Almost 


Rs 10,000crore of export refinance available 
from the RBI was left unutilised during the 
month as many banks borrowed call money 
to repay the export refinance. Low call rates 
also provided arbitrage opportunities to banks. 
Many foreign banks were borrowing calls to 
finance their forward cover for FCNR(B) 
deposits, while some nationalised banks are 
reported to have started funding their long¬ 
term assets by borrowing calls, with such 
asset-liability mismatch. 

Foreign Exchange Market 

Overall, the exchange front remained stable, 
staying anchored to around the targeted 
trajectory (Rs35aUSdollar)due to continuous 
intervention by the RBI (Graph B). The flow 
of foreign funds through portfolio investments 
which continued to rise in June and at Rs 
977 crore during the first 25 days of the 
month reached the highest level in the current 
financial year, was the most significant 
contributor to liquidity in the spot market. In 
addition, cancellation of imports and quick 
sale of export proceeds thereby creating a 
“bandwagon” effect brought in liquidity and 


alroledtoadownyi^tno^ 
premia. Earlier, forward premia were given 
a downward push for most of the month 
mainly on account of the RBI strategy of 
buying spot and selling forward to dampen 
the forward rates as al so to increase the future 
supply of dollars in anticipation of debt 
obligations. The announcements of the new 
more liberal euroissue guidelines and more 
relaxed monetary measures brought in further 
liquidity into the forward market resulting in 
a significant decline in the annualised forward 
premia - from 14.7-14.8 per cent at the 
beginning of the month to 10.8 per cent at 
the end of June. The forward premia crashed 
to 9 per cent on July 1 - the lowest since 
mid-October 1995 - following the RBI’s 
mid-season credit policy announced on the 
same day. 

Ill 

Primary Market 

Government Securities 

The compulsion to arrest the unbridled 
expansion of ad hoes (rising by a whopping 
Rs 18.120 crore as on June 14) as well as 
to take advantage of the improved liquidity 
situation, the government entered the market 
twice in June to borrow. On June 6, RBI 
mobilised Rs 1,582.86 crore from the market 
as against a notified amount of Rs 2,000 
crore for the sale of three-year Government 
Stock 1999 at a coupon rate of 13.70 per cent 
fixed based on the auction. On June 24, RBI 
floated a partly-paid 10-year Government 
Stock 2006 worth of Rs 5,000 crore to be 
paid back in four equal monthly instalments 
it was based on a fixed coupon rate ol 13.85 
per cent; 15 basis points lower than what was 
granted on a similar maturity last year and 
on par with the 10-year state loans offered 
in May this year. This partly-paid stock was 
the third in the series, the first being the Rs 
2,000crore worth 11.55 percent Government 
Stock, 2002, issued in November 1994 and 
the second, the 14 per cent Government 
Stock, 2005, auctioned for Rs 4,482 crore 
in September 1995. 

This third partly-paid issue was fully 
subscribed by 104 bidders even though the 
secondary market yield was higher by JO- 
15 basis points for similar maturity slocks. 
Some shortfall apparently was bridged by 


Tabll 5: Auctions of 364-Da v Treasury Bills 

(Amount in rupees, crore) 


Date of 

Bids Tendered_ 

Bids Accepted_ 

Cut-off 

Cut-off 

Auction 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

Price 

(Rupees) 

Yield Rate 
(PerCent) 

1995 

Juno 8 

10 

58.50 

3 

3730 

88.87 

1232 

June21 

11 

26.00 

2 

5.00 

88.81 

12.60 

1996 

June 5 

17 

282.00 

8 

162.00 

8834 

12.94 

June 19 

14 

387.00 

12 

362.00 

8832 

12.97 
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insuraiu* companies at to ^ 

RBI. Appaitfiily t theRBIhtdeirtierputte 
Zero Coupon Bond, 1999 at its purchase 
window at R$ 70.94 (a yield of 13.85 per 
cent) and purchased stocks worth Rs 118 
crore from insurance companies. Of late, the 
provident funds have emerged as major buyers 
of government securities. The response of 
banks in recent times has been lukewarm 
unless strongly urged by the RBI. 

The Reserve Bank’s attempt in flattening 
, the yield curve by reducing the coupon rates 
of long-term securities from 14 per cent to 
13.85 per cent and marginally hiking the 
discount rate of TBs discouraged banks to 
enlarge their investment portfolio of long¬ 
term stocks. The banks were rather encouraged 
to acquire more of short-dated securities. 

Treasury Bills 

The responses to the auctions of 91-day 
and 364-day TBs* have also been 
overwhelming. In the 91-day TB segment, 
the cut-off yield remained constant at 12.41 
per cent in all the four auctions (Table 4 and 
Graph C). There was no devol vement on the 
RBI or the primary dealers (PDs). Contrary 
to the earlier experience of non-competitive 
bidders, mostly state governments, showing 
greater interest in such auctions, the current 
fiscal year so far has experienced a gradual 
decline in their subscription to 91-day TBs 
as the state governments, in the post-election 
scenario, have begun to speed up completion 
of ongoing projects this year. Some of the 
rich states like Maharashtra have been facing 
liquidity strain. Much of the non-competitive 
bids this year has been by provident funds. 

A similar phenomenon was also witnessed 
in case of the two 364-day TBs auction in 
the month of June. On June 5, 17 bidders 
subscribed for Rs 282 crore, of which the 
RBlacceptedRs 162 crore at a yield at 12.94 
per cent. On June 19. the RBI received bids 
worth Rs 387 crore, of which almost 94 per 
centorbids worth Rs 362crore were accepted, 
at a marginally enhanced yield of 12.97 per 
cent (Table 5). 

CDs 

The primary market tor CDs turned vibrant 
due to increased demand, mostly from foreign 
and private banks. Simultaneously, the supply 
of funds also increased as funds were divert¬ 
ed from 1CD market which continued to be 
bedevilled by uncertainties of repayment and 
wheretheratesalsofell. With forward premia 
prevailing above two-digit level during the 
month and LIBOR rising from 5.68 per cent 
in the beginning of the month to 5.81 per 
cent in mid-June, the attractiveness of 
FCNR(B) deposits for foreign banks had 
waned. As such, the foreign banks, with their 
low domestic deposit base, had to recourse 
to the alternative avenue of CDs. The major 
issuerduringthe month was Bank of America 


at 16 per cent. UH Bank also sourced CDs 
worth Rs 500 crm during the first week of 
June. The overall CD rates remained in the 
rangeof 13 to 16 per cent, similar tothe levels 
of May. 

CPs 

With the fall in primary CP rates to around 
15-16 per cent in June from 17-18 per cent 
levels in May, the CP market remained 
buoyant In view of the differential between 
the interest rates on bank finance and CPs, 
the corporate sector interest in this instrument 
looked up. Companies with a good track 
record were able to raise funds at 17-18 per 
cent which was lower than 18.5-20 percent 
charged by most banks. Someofthecoiporates 
raised CPs at 15 per cent and later on lent 
them as CDs to FIs at higher rates. There were 
also roll-overs of CPs such as those of 
Voltas. 

ICDs 

Easy liquidity situation enabled a decline 
in the upper-end of the ICD rates by three 
percentage points. From around 20-22 per 
cent at the beginning of June, the ICD rates 
fell to 19-21 per cent towards mid-June for 
AAA rated companies. The ICD market was 
still plagued by defaults and roll-overs, with 
around 500 companies reportedly in this 
league. The infamous case of ICD default by 
Shaw Wallace and subsequent arrest warrant 
issued against its chairman has destabilised 
this market. About 100 ‘A* category com¬ 


panies axe paying pend h*ertwf^iif5per 
cent or above offCD rates on their roll-overs. 

IV 

Bond Market 

A salient feature of the money market 
during the recent period has been the continued 
buoyancy ot the primary bond market. Several 
innovative instruments with front-end 
discount, eariy-bird incentive, redemption 
premium and put option at the shorter-end 
have been introduced in the market. Among 
these instruments, the most sought after has 
been the deep discount bonds (DDEs) due 
to the twin advantages of no tax deduction 
at source for the subscribers and no regular 
interest payments for the issuers. As a result, 
total marketcapitalisationofDDBsisexpected 
to touch Rs 10,000 crore by March 1997. 
An equally important development has been 
the general downward slash in minimum 
application amount to Rs 5,000-Rs 10,000 
as against the earlier stipulation of Rs 1 lakh 
and above. Further, the SEB1 permitting the 
listing of these bonds will help the bond 
market scale new heights. The quantum of' 
fresh issues planned for the next few months 
is. however, likely to spark a coupon rate war. 

PSUs 

With the curtailment of government funding 
to PSU undertakings, several PSUs, state 
electricity boards (SEBs) and FIs are planning 
to raise almost Rs 3,000 crore in the bond 
market on private placement basis in the next 
few months. The PSUs planning fresh bond 


Table 6: Operations op National Stock Exchange (NSE) during June 1996 


Actual Traded Amount: Total during June Total during May 

Week Ending June Order Actual Order Actual 

Descriptor — - Value Traded Value Traded 

28® 21® 15 8 Amount Amount 


1 Treasury Bills 

(i) 91-day Bills 

2530 

59.70 

108.38 

10888 

604.53 

30226 

800.00 

424.61 

(ii) 364-day Bills 

19.40 

5.00 

55.00 

35.00 

228.80 

114.40 

173.94 

52.33 

Sub-total: Traded value 

44.70 

64.70 

16338 

143.88 

833.33 

416.66 

973.94 

476.94 

2 Dated Securities 

A Gol Securities 

(i) Converted 

1.00 

- 

10.00 

8.00 

43.00 

19.00 

494.00 

250.69 

(ii) Regular 

7855 

12.44 

4323 

11.67 

293.79 

145.89 

29657 

134.71 

(iii) Zero Coupon 

- 

10.00 

2429 

- 

6858 

34.29 

77.14 

36.00 

(iv) GCB 

- 

0.02 

2.00 

- 

4.04 

2.02 

10.16 

2.00 

(v) Repo 

- 

5jp0 

- 

- 

10.00 

5.00 

54.00 

5.00 

B State Govts Stocks 

5.07 

0.50 

0.75 

30.90 

74.43 

3722 

41.39 

20.70 

Sub-total: Traded value 

84.62 

27.96 

8027 

5057 

493.84 

243.42 

97326 

449.10 

3 PSU Bonds 

(i) Tax free 

0.03 

1.65 

1.75 

0.50 

8.46 

3.93 

16.82 

821 

(ii) Taxable 

62.00 

67.78 

14.00 

7.97 

303.49 

151.75 

170.72 

85.36 

Sub-total: Traded value 

62.03 

69.43 

15.75 

8.47 

311.95 

155.68 

18754 

93.57 

4 Commercial Papers 

- 

- 

5.00 

12.00 

34.00 

17.00 

30.00 

1520 

5 Certificates of Deposits 2230 

2725 

51.16 

12.10 

235.13 

112.81 

55.90 

28.45 

6 Debentures 

- 

- 

- 

- 

- 

- 

2.00 

3.41 

7 Floating Rate Bonds 

- 

- 

0.10 

- 

0.20 

0.10 

8040 

39.78 

8 IB+1D 

- 

35.00 

5.00 

54.00 

188.00 

94.00 

92.40 

29.95 

Grand total (volume) 

213.65 

224.34 

320.66 

281.02 

2096.45 

1039.67 

2395.44 

1136.40 


IB Institutional Bonds. ID Non-SLR Institutional Bonds GCB Government Compensation Bonds. 
(-) No trading ® To synchronise with other monetary statistics. Week-ended Friday data ate published. 
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(Amtmntw rupees, trore) 


.Descriptions _ Week ending June 1996: Yield to Maturity on Actual Trading _ Total for the month 




28 



21 



14 



7 



of June 1996 


Amt 

YTM 

CY 

Amt 

YTM 

CY 

Amt 

YTM 

CY 

Amt 

YTM 

CY 

Amt 

YTM 

CY 

Treasury Bills 

A 91-Day Bills 
















i) June 8.1996 

- 

- 


- 

- 


- 

- 


28.00 

8.25 


28.00 

8.25 


ii) June 15.1996 


- 


- 

- 


- 

- 


6.50 

958 


6.50 

958 


iii) June 22.1996 

. 

- 


66.00 

7.97 


158.09 

8.09 


55.75 

8.82 


279.84 

871 


iv) June 29.1996 

76.00 

7.27 


25.00 

7.50 


24.75 

8.31 


1050 

9.52 


136.25 

7.68 


v) July 6.1996 

106.80 

10.56 


- 

- 


63.80 

10.75 


23.40 

1175 


19400 

1076 


vi) July 13.1996 

9.20 

10.96 


2.00 

10.97 


6795 

11.46 


62.10 

11.86 


14176 

1160 


vii) July 20.1996 

22.13 

1151 


13.00 

11.74 


79.13 

11.48 


45.00 

12.06 


15975 

11.67 


viii) July 27.1996 

10.00 

12.32 


61.00 

11.67 


69.93 

11.74 


25.00 

12.18 


16593 

11.82 


ix) Aug 3.1996 

62.64 

12.14 


58.00 

12.06 


47.98 

12.16 


86.85 

12,22 


255.48 

12.15 


x) Aug 10.1996 

15.00 

12.07 


- 

- 


223 

12.25 


- 

- 


1723 

12.09 


xi) Aug 17.1996 

2820 

12.21 


2820 

12.14 


28.31 

1222 


- 

. 


84.71 

12 19 


xii) Aug 24.1996 

25.00 

12.32 


49.00 

12.18 


15.00 

12.23 


- 

- 


89.00 

1273 


xiii) Aug 31.1996 

10.00 

12.22 


27.40 

12.23 


3353 

1233 


64.10 

12.34 


13503 

1231 


xiv) Sept 7.1996 

12.13 

1225 


47.43 

12.35 


31.90 

12.79 


- 

- 


9146 

1249 


xv) Sept 14.1996 

1.48 

12.16 


34.68 

12.34 


- 

- 


. 

- 


36 16 

1233 


xvi) Sept 21.1996 

41.33 

12.27 


- 

- 


- 

- 


- 

- 


41 33 

12 27 


Sub-total 

419.90 

10.83 


411.71 

11.14 


622.61 

10.67 


407.20 

1179 


186142 

10.94 


B 364-Day Bills 
















i) Aug 2.1996 

24.41 

12.08 


116.00 

1204 


129 85 

1220 


39.85 

12.24 


31011 

12 14 


it) Aug 30.1996 

- 

- 


- 

- 


5000 

12.27 





50.00 

1227 


•>i> April 11.1997 

- 

- 


3.53 

12.82 


- 



- 

- 


353 

1282 


Sub-total* 

24.41 

12.08 


11953 

12.06 


179.85 

12.22 


39.85 

12.24 


363.64 

12 16 


Gol Dated Securities 
















A Converted (Per Cent: Year) 















i) 13.50.1998 

16.00 

13.16 

13.44 

3.75 

13.23 

13.45 

32.06 

12.98 

13.42 


- 

- 

51 XI 

M05 

13.43 

ii) 12.00,1999 

0.50 

1359 

1240 

- 

- 

- 

- 

- 

- 

- 

- 

- 

0.50 

1339 

1240 

iii) 11.75,2001 

- 

- 

- 

007 

13.60 

12.60 

- 

- 

- 

- 

- 

- 

0.07 

1360 

12.60 

iv) 12.50.2004 

14993 

13.94 

13.72 

3.45 

13.92 

13.39 

3004 

1393 

13.40 

10.30 

1392 

13 39 

193 71 

1391 

13.65 

Sub-total 

16643 

13.86 

13.69 

727 

1356 

1341 

6210 

13.44 

1341 

1030 

1392 

13 39 

24610 

1375 

1360 

B Regular (Per Cent: Year) 















i) 12.00,1997 

- 

- 

- 

- 


- 

- 

- 


342 

13.52 

12.17 

3 42 

13.52 

1217 

ii) 13.50.1997 

iii) 10.70,1999 

55.00 

1253 

13.37 

29.00 

1264 

13.38 

16.00 

1264 

13.38 

2200 

1269 

13.39 

122.00 

12.60 

13 38 

iv) 13.70,1999 

27.00 

13.64 

13.68 

- 

- 

- 

615 

13.67 

1369 

- 

- 

- 

3315 

1365 

13.69 

*v) 14.26,1999 

10.00 

13.83 

14.11 

- 

. 

- 

. 

- 

- 

- 

- 

- 

1000 

13 83 

14 11 

vi) 10.75.2000 

- 

- 

- 

120 

13.88 

11.86 

- 

- 

- 


- 

- 

120 

13.88 

1186 

vii) 13.75,2001 

- 

- 

- 

. 

- 

- 

18.59 

1374 

1375 

. 

- 

- 

1859 

13 74 

1375 

viii) 11.00,2002 

- 

- 

- 

- 

- 

- 

560 

13.78 

1236 

- 

- 

- 

560 

13.78 

12 36 

ix) 12.75,2002 

- 

- 

- 

. 

- 

- 

0.19 

139.3 

1340 

- 

- 

- 

019 

1393 

1340 

x) 11.30,2004 

124.87 

14.64 

13.43 

- 

. 

- 

- 

- 

- 

- 


- 

124.87 

1464 

13.43 

xi) 14.00,2005 

5.01 

13.93 

1393 

. 

- 

- 

6.03 

13.48 

13.64 

- 

- 

- 

1104 

1368 

13.77 

xii) 14.00, 2005 (Inst) 

0.40 

1364 

13.75 

1.00 

13.67 

13.77 

050 

1.3.67 

1377 

- 

- 

- 

1.90 

1366 

1377 

xiii) 11.50,2006 

- 

- 

- 

0.01 

13.89 

1317 

- 

- 

- 

- 

- 

- 

001 

13.89 

1317 

xiv) 14.00,2006 

- 

- 

- 

2.45 

13.71 

13.80 

- 

- 

- 

- 

- 

- 

2.45 

1371 

1380 

xv) 11.50,2007 

- 

- 

- 

0.01 

13.84 

1325 

- 


- 

- 

- 

- 

001 

1.3.84 

13.25 

xvi) 7.00.2009 

- 

- 

. 

- 

- 


001 

7.00 

7.00 

- 

- 

- 

001 

7.00 

700 

xvii) 10.25.2012 

10.00 

14.16 

13.58 

- 

- 


43.18 

14.16 

1358 

- 

- 

- 

53 18 

14.16 

13.58 

xviii) 10.50.2014 

3.99 

14.04 

1301 

- 

- 

- 

0.01 

10.00 

10.00 

- 

- 

- 

4.00 

1403 

1300 

Sub-total 

136.26 

13.95 

13.48 

33.67 

12.80 

13.37 

96.24 

13.73 

1352 

25.42 

12.81 

13.22 

39159 

13.72 

13.46 

<A+B>* 

402.69 

1391 

1357 

4094 

1293 

13.38 

158.34 

13.61 

13.48 

3572 

1313 

1377 

637.69 

1373 

13 52 

C Zero coupon (Per Cent* Year) 















(i)0.00.1999 

D RBI's Open Market 

10.00 

13.85 


1.00 

13.97 


2824 

13.32 


25.00 

13.83 


6474 

13.61 

■ 

Operations (Per Cent) 218.36 

13.80 

* 

- 

- 

- 

- 

- 

- 

* 

- 

- 

218.36 

1380 

* 

(A+B+C+D) 

63I.Q5 

13.87 

- 

41.94 

12.96 

- 

186.58 

1357 

- 

60.72 

1342 

- 

920.29 

1374 

- 

REPO 

(i) 91-Day T Bill 

20.00 



48.25 



14.00 



62.25 



144.50 



(ii) 364-Day T Bill 

50.00 



- 



- 



9.85 



59.85 



(iii) Govt Securities 

41550 



847.00 



192.30 



935.00 



2389.80 



Sub-total 

48550 



89525 



206.30 



1007.10 



2594.15 



State Govt Securities 

5.00 

13.82 

13.84 

7.72 

14.16 

13.73 

1748 

12.64 

13.68 

25.79 

13.83 

13.85 

56.00 

13 JO 

1.3.78 

Grand total 

1565.86 



1476.15 



1212.82 



154057 



5795JO 

- 

* 


(-) means no trading YTM * Yield lo maturity in percentage per annum CY = Current yield in per cent per annum * Yield rates of these subgroups 
of l-bills and dated securities have been used for the graphs. 

Notes' 1) Yields are weighted yields, weighted by the amounts of each transaction. 2) Current yield has not been worked out for treasury bills. 
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issues a&lSftlL (Rs 366 oore)> NTim^ 
SOOcrore), Power Olid Corporation's 100 
crorc) and Power Finance Corporation (Rs 
200 crorc). The SGBs of Punjab, Rajasthan 
and Haryana are planning individual bond 
issues of Rs 250 crore each and that of 
Madhya Pradesh hopes to raise Rs 500 crore. 
In December, the National Highway Authority 
of India (NHA1) is planning a Rs 40 crore 
tax-free bond issue. 

NHPC with 16.5 percent coupon was also 
in the market to collect Rs 60crore. Andhra 
Pradesh State Irrigation Development 
Corporation’s bond issue of Rs 100 crore 
could collect only Rs 61.50 crore. However, 
the 17 per cent issue by Kerala SEB for 
Rs 180 crorc was fully subscribed and so 
was that by Pradcshiya Industrial and 
Investment Corporation of UP (PICUP) for 
Rs 25 crore at 17.5 per cent. PICUP is 
planning another issue for Rs 100 crore. 

Financial Institutions (FIs) 

All three all-India FIs were in the market 
offering multi-option bonds to the retail 
investor. The structured retail public issue by 
ICICI which closed on June 15 garnered Rs 
623 crore as against the targeted amount of 
Rs 600 crorc. The public issue revealed that 
the most favoured instrument was DDBs with 
74 per cent of applicants and individuals 
constituting 78 per cent of total application. 
IDB1 received Rs 500 crore on its Rs 300 
crore Omni Bonds issue in the form of DDBs 
and regular return bonds at 16 per cent. 1FC1 
intends to collect Rs 800 crore with a green 
shoe-option of Rs 100 crore in July through 
its retail bonds issue. Significantly, the IFCI 
issue carries an interest rate of 16.5 per cent, 
which is higher than the rates offered by 1DBI 
and ICICI. The IFCI bond is regarded as 
highly liquid because of its repurchase option 
after one year. SCICI’s multi-option bonds 
issue worth Rs 500 crore with a 100 per cent 
green shoe-option will open in July. 

Private Sector 

The private sector NCD/bonds issues led 
by NBFCs have started flooding the market. 
Almost all of these issues were through 
private placements with maturities of less 
than 18 months, so designed to avoid 
regulatory hassles and allow higher coupons 
than the maximum company fixed deposit 
rates at 15 per cent. Most issues were 
structured as DDBs with the effective yield 
varying between 20 and 22 per cent. The Rs 
30 crore bonds issue of GE Capital at 21 per 
cent was oversubscribed by Rs 13 crore. 
Gujarat Leasing also offered Rs 30 crore 
through bonds. TISCO plans to raise Rs 500- 
crore through 16.75 per cent 10-year bonds. 
Similarly, Larsen and Toubro intends to 
mobilise around Rs 150 crore through bonds. 
Besides, the other companies, including 
NBFCs, whose issues were open for 
subscription in Juneoffering over 19 per cent 


wereSRfieffectivc ytddat20.61 percent), 
Ceat Finance (20.41 percent), Apple Credit 
(19.84-20.41 percent), ArihaiuCredit<19.97- 
21.97 per cent), Ind S F (19.91-20.41 pcs' 
cent), Paam Pharma (20.41 per cent)* Boarai 
Finance(21.01-22.16pcr cent), VLS Finance 
(18.05-18.16 per cent), Prudential Capital 
(22.14-22.17 per cent) and CRB Capital 
(21.56 per cent). 

New Instruments 

Under the aegis of the National Housing 
Bank (NHB), SBI Home Finance, L1C 
Housing Finance, HDFC, Canfina and Dewan 
Housing Company were reported to be 
considering floating the country’s first 
mortgage-backed bond issue for Rs 100 
crore. NHB has also approached the RBI to 
urge commercial banks to subscribe to this 
issue. As per the scheme, the five participating 
institutions will hold mortgages worth Rs 20 
crore each in trust on account of NHB. Each 
of thesecompanies will then float a debt issue 
worth Rs. 20 crore. The details of the bond 
issue being worked out, it is likely to be 
issued around October. 

Gujarat Lease Financing came to the market 
with its ’liquid debentures’. The secured 
redeemable non-convertible debentures 
aggregating Rs 60 crore, offered threeoptions 
within - cumulative, monthly income and 
regular return. It offered 17.5 per cent return 
on its regular return bond. 

V 

Secondary Market 

Government Paper 

Reflecting the ease of liquidity, the trading 
volume camedownin June, more prominently 
in case of convened securities. The earlier 
segmentation between converted and regular 
securities has been obliterated due to easy 
liquidity and low call rates, and also because 
many new regular securities carry repo 
facilities. Regular securities were, however, 
briskly traded due to their attractive yields 
While the traded value of converted securities 
came down from Rs 808 crore to Rs 246 
crore in June, that of regular securities at Rs 
456 crore remained almost the same (Rs 582 
crore in May) (Appendix Table). 

Due to imperfections and ’information 
asymmetry’ in the secondary gilts market, the 
bids, offers and traded prices as quoted by 
DFHI, STCI, NSE and SGL are out of 
synchronisation. For instance, on June 3, the 
bid prices for 13.5 per cent 1997 paper by 
DFHI and STCI were Rs 100.70 and Rs 
100.83 respectively whereas the traded prices 
at SGL and NSE were Rs 100.85 and Rs 
100.82, respectively. 

Also, trading in TBs. both 91 -day and 364- 
day, shot up considerably as investors 
continued to prefer short-term instruments 
because of the uncertainty on the liquidity 
front in the medium term. 


MM't Open Market Operations {OMOs) 

The RBI became quite activeon its OMOs 
towards the end of June and early July. In 
fact, during the last week of June it revised 
its price list several times. The revision had 
become necessary on June 25 m the wake 
of the new yield curve established by the June 
24 sale of 13.85 per cent security. After June 
25, the RBI revised its price list virtually 
every day. It purchased ZCBs amounting to 
Rs 118 crore from the market in the last week 
of June. It also bought Rs 100.3573 crore 
worth of 11 per cent 2002 paper from the 
market. It sold 13.70 per cent 1999 paper 
worth Rs 269crore on July 2 and Rs 40 crore 
worth of 13.75 per cent 2001 as also Rs 1.62 
crore worth of 14 per cent 2006 paper on 
July 3. With increased liquidity in the market, 
the RBI is expected to be more active on its 
OMO front in the coming months. 

Yield Curve 

Reflecting the market preference for short- 
end securities, the yieldcurve showed a sleep 
ascent at short maturities. The yield curves 
show a remarkable similarity on all fourdays 
of maximum transactions in June (Graphs D 
and E). The yield curve was also greatly 
influenced by RBI’ scut-off yields at auctions 
and OMOs. While the cut-off yield of 91- 
day and 364-day TB auctions were marginally 
raised by the RBI, the coupon rates for 10" 
year stock was reduced to 13.85 per cent 
from 14.0 per cent. At the same time, RBI 
fixed the yield of 13.85 per cent for 3-year 
stock at its OMO counter. 

CDs 

Active and voluminous secondary trading 
was witnessed in the case of CDs. The 
increased demand for CDs emanated mostly 
from private corporates which led to a rise 
in the secondary market CD rates to around 
17.25-19.13 per cent level. As against CD 
trading of Rs 28.45 crore in May, the total 
transaction increased considerably to Rs 
112.81 crore in June (Table 6). 

Bonds 

Among the PSU bonds, the taxable bonds 
were much sought after due to their attractive 
yields. As a result, the upper-end yield 
structure moved upward, from 17.68 per 
cent in the first week to 19.03 per cent in 
the last week of June. The traded value of 
taxable bonds, which was Rs 85.36 crore at 
NSE in May (5 weeks), recorded a substantial 
jump to Rs 151.75 crore in June (4 weeks), 
while, during the same period, the traded 
value in tax-free bonds continued to 
decline, from Rs 8.21 crore to Ra 3.93 crore 
(Table 6). 

(The background review and statistical 
compilations were undertaken by Paramita 
Debnath and V P Prasonth.l 
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COMMENTARY 


Hung or Hanged? 

State of Eleventh Lok Sabha 

AKRoy 


Contrary to the claims made on its behalf, the United Front government 
is neither a reflection of plurality nor a new stimulating model of 
federalism . It represents a fractured policy that threatens our country. 


A government which should not have been 
bom, has died. Another government which 
could not have been conceived, is bom. Tale 
of two governments has not yet been 
complete. Some third surprise is also not 
ruled out. Anyway, there is no reaction in 
the country. What was to happen, has 
happened. Fate is decided; one is only to 
accept that. There was no lamentation on the 
death ol tlv earlier government. There is no 
worth in the birth of the new one either. Only 
an uncertain future awaits the new 
government. The infant, at present, has been 
kept in the intensive care unit of 'a steering 
body'. Though some common diet and 
medicines have been agreed upon and 
prescribed in the form of a minimum 
programme to ensure its survival, the basic 
tact remains unultcrcd. The life of the 
newborn will always depend on the support 
from outside and the apprehension is that 
the support will be as the rope supports the 
man hanged 

What is surprising is not the present 
piedicamcnt. This was lorced by thepcculiar 
composition of the 11 th Lok Sabha. What 
is surprising is the enthusiasm within the 
politicians to get a berth in that. When the 
power even is not suit off itself, there is a 
rush to share power Even austere left has 
lost its restraint and joined the race. At least 
one of its constituents (CPI) has decided to 
join while debates and conferences are on 
to bnng others to line Experts are also 
active. Erudite exercises are there to discover 
true pluralism in the people’s verdict. Concept 
of Icderalism has also been flouted. In any 
way everybody is hopeful about the birth 
ol genuine democracy m India now. When 
arithmetics of number have failed to sustain 
the base, l he elders are engaged in geometric 
solution to the problem injecting three- 
dimensional concept of direct, indirect and 
remote control. Noi only the political 
parties, even the chambers of commerce 
have become active and vocal. They blessed 
the new government as they blessed the 
earlier 'indicating that there is no 
difference between the economic 
programmes ot the two. 

Commonly it is known that in any election 
one side wins and the other side loses. The 


winners form government and the losers sit 
in opposition. This is the first election where 
either all are losers or all are gainers. So the 
confusion arose in the 11 th Lok Sabha about 
who should form the government and who 
should sit in the opposition. Democracy is 
the game of numbers. But the numbers have 
played a foul game this time and there is 
no referee. So it is free for all. This has made 
every politician happy rushing to the capital 
with hope and every public unhappy moving 
away from it in despair. A total apathy 
towards politics is the first gift of the 11th 
parliament. 

There was a big bang that BJP had won, 
so it should govern. It was called to govern 
too. BJP had 119 members in 1991, next 
only to the Congress(l) In 1996 it has 
emerged as the single largest party with 161 
members and with its ally Shiv Sena (15), 
Samata (8) and Haryana Vikas Party (3), it 
has demonstrated an impressive tally of 187 
and claimed that of 194. But the problem 
arose as India was found much bigger with 
543 members in the parliament, thus requiring 
80 more members for BJP to rule. Thus, 
India remained beyond the reach of the party 
whose government collapsed even without 
formal voting. Moreover, BJP has won seats 
only in 11 states while India consists of 25 
states and 6 union temtones. In 1996 BJP 
has made its new presence in Haryana, Jammu 
and Kashmir and Chandigarh but is wiped 
out in Assam, Himachal Pradesh and Andhra 
Pradesh. BJP has no representative from 132 
seats in the south. How can it rule India? 
So BJP might have won election only to 
become a leader of the opposition. Even 
with the grace of Shri Ram, its number is 
unlikely to increase in the free market of 
parliamentary politics, given its rustic cast 
iron character making it unsocial. 

Then comes Congress( I) with its 140 seats, 
even less than what it got in 1977 in the 
Janata wave. After losing as many as 109 
seats from its last tally, it has emerged as 
the biggest loser in the election. Congress(l) 
did not form the government in 1989 though 
it then had a bigger tally than the BJP has 
in 1996. In 1991 it was on the ascendance 
and the minor deficit it had then for absolute 
majority was filled from the free political 


market, Congrcss(I) is the ardent believer of 
market economy and market economy 
sustains political market as the case of the 
JMM MPs infers. In 1996 Congress(I) lost 
16 seats in the north, 55 in the south, 40 in 
the west. But what is both astounding and 
embarrassing for both Jyoti Basu and Laloo 
Prasad, it has gained two seats more in the 
eastern region obtaining 37 out of the totul 
142 seats, compared to 35 seats in 1991. 
Congress may not be that red in tooth and 
claw and is being considered less harmful 
by its worst opponents not minding its 
support. But even its thin presence covered 
30 states and union territories in 1991, and 
25 this time. However, all this cannot deny 
the fact that Congress(I) has lost this election, 
even losing the place of major opposition 
and will have to sit quietly in the back extend¬ 
ing unqualified support as it gave to Charan 
Singh in 1979 and Chandrashekhar in 1991. 
Other parties destroy opponents by attacking. 
Congrcss(l) destroys by lending support. 

Then comes the Third Front, a combination 
of National Front and Left Front, which is 
also a loser in the election but has rushed 
to form the government Janata Dal 
spearheading the move has been reduced 
from 60 to 44 between 1991 and 1996. 
However, its loss of 20 seals m UP and 10 
scats in Bihar has been partly compensated 
by the gain of 15 seats in Karnataka. 
Samajwadi Party (SP), an ally of JD, got 16 
seats in UP giving a total of 60 seats which 
JD alone got in 1991. Similarly in the Left 
Front, CPl(M)‘s seats have been reduced 
from 37 to 32, CPI’s Irom 14 to 13, the 
Forward Bloc remains constant at three while 
the RSP has added one seat taking its total 
to five. In any way, like NF, this lime LF 
also stands loser in the election. At present 
NF-LF combination has 112 members in the 
house having its presence in 11 states. This 
is not a respectable position to lay claim to 
form government at Delhi. So a United Front 
has been floated which includes TMC (20), 
DMK (17), TDP (16), AGP (5), 1NC(T) (4), 
etc, adding the strength of 65, supported by 
12 members of other smaller parties. All 
these take the strength to 190 at par with 
that of the BJP group to form a new 
government to be headed by one most 
malleable politician, Devfe Gowda, the JD 
chief minister from Karnataka. However, 
the new government is beset with two 
upsetting problems from the beginning. Even 
after adding everything it is far short of 
absolute majority in the parliament needing 
constant support from Congress(I). Further, 
by shifting Deve Gowda to Delhi, infighting 
amongst the warring groups of JD has erupted 
in Karnataka destabilising the Karnataka 
government before delivering a stable 
government at the centre. 
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That m the present election aU patties 
have emerged losers on the point of farming 
a government and are shaky even in power 
The problem is further aggravated by the 
tact that while absence ot comoination 
threatens existence of any government at 
the centre, the act of combination threatens 
existence of many parties in the states So 
this is not a hung parliament but a hanged 
parliament with a very limited latitude for 
manoeuvring What is in Iront is no 
reflection of plurality in our society or any 
new stimulating model ot federalism but 
a show of fractured polity threatening the 
country unleashing the toruA of disinte¬ 
gration This is no projection of unity m 
diversity but that of animosity with chaos 
Division of parlies and rise ot regional forces 


THl Ganb Rally organised by the Janata 
Dal on March 18 in Gandhi Maidan Patna 
has been hailed by some as a grand success 
while others have called it a muted affair 
Rallu s such as these come and go leaving 
us an occasion for some reflection on 
politics today In this essay I olfer some 
observations based on dialogues with the 
people who had come to attend the rally, 
especially the poor in whose name the rally 
had been otgamsed 

As 1 made my way on the 17th morning 
from a village in Sahai to Ara, it was evident 
that in a few hours there would be no transport 
available for the civilian population There 
is viitually no form ot public transport in 
these villages ana all pnvate buses were 
being energetically mobilised tor trans 
porting the rallyites Mid-day in Ara town, 
was witness to a mini crisis tor all non rally 
Patna goers who found themselves stranded 
Vacillating between the bus stand and the 
train station, they found that some trams 
were cancelled and those which were not 
were more packed than usual (any regular 
commuter on the Patna-Ara route who knows 
well the state of trains at 'normal' times will 
tell you what an impossible feat this is to 
accomplish 1 ) Buses which plied on this 
route had been sent lo the interior villages 
- "What could the bus owners have done 
faced with the threats and lathis of the 
police*)”, asked a ‘chaiwalla’, not yet in his 


show the growtitW centrifugal forces with 
the narrower political aims treating numerous 
pressure groups as the offshoot of belated 
and imported capitalism where only one 
sector may survive, not the public or the 
pnvatebut'theself-sector’ Whilethecountry 
needs a bold breakthrough, a common 
programme has come for an inconsequential 
status quo coated with some pious wishes 
However, there is one positive factor that 
may help the present experiment The 
diiterence between the parties has decreased 
and that between the parties and the people 
has increased so no party wants election 
and the people ted up with many 
governments now want to live some time 
under a no government as expected of 
Deve Gowda 


teens at the Ara bus stand Indeed, this was 
the time tor all private bus owners to show 
their allegiance to the administration or be 
ready to face the music like the Nalanda SP 
who was transferred in a matter ot hours 
because he refused to comply 
But Bihar is a land of rallies and bandhs, 
people are used lo it and are even philo¬ 
sophical about it Patna station was a sea of 
people As groups alighted from the trains 
green flags were unfurled and processions 
moved forward amidst slogans Most of 
these seemed more like rhythmic chants, 
with little political content, eulogising their 
leader, Laloo Prasad 
Patna city seemed to be dressed up for the 
occasion with green buntings, festoons, 
blaring loudspeakers and shamianas Mam 
roads like the Fraiscr Road and prominent 
areas had welcome arches at short intervals 
also m green, often with large cut-outs of 
the chief minister Most jf these gates seemed 
to have been sponsored by some yadav or 
the other whose name and position in the 
JD hierarchy was wntten under a catchy 
slogan Some ot these slogans were 'Pan 
vartan ka chakra, rokai nahi rukaiga - 
Ldlooji ka paigam, aab na rahaiga koi 
gulam’ (The wheel ot change will not stop 
even it tried, it is Laloo’s wish that now 
there remain no slaves), 'Laloo kj hai yah 
lalkar - Delhi mat ho ganbo ki sarkar' (It 
is Laloo s call that there be a government 


of the poor in Delhi), ‘Has karhya Patna 
ko, lad kar laigai Delhi ko' (Laughing we 
won Patna, we will fight for Delhi), 'Delhi 
ki gaddi par Bihar ki shaan, sabhi pichoion 
aur dalito ka yahi aarman* (That Bihar's 
pnde should rule over Delhi is the aspiration 
of all backwards and dalits), 'Laloo Yadav 
fakir hai, ganbo ki takdeer hai* (Laloo 
Yadav is a mendicant, and the hopeful fate 
of the poor) 

Later at around 10 that night as 1 made 
my way from one part of the city to another, 
I was witness near the station to an 
incongruous sight, ‘a randi ka nach (dance 
by a prostitute), one of the many similar 
programmes organised m the city ostensibly 
for the 'manoranjan* (lecreation) ot the 
rallyites The shamtana was packed with 
villagers from far and near, the stage was 
set with green banners and under fluorescent 
lamps danced a young woman A modern 
dancer with step-cut hair, a pink flare skirt 
swirling around her, as she danced with an 
admixture of western and traditional dance 
steps, to the tune of an alluring Maghi love 
song The programme had been sponsored 
by Shyam Rajak, a legislator and JD MLA 
from Phulwan Sharif, Patna 

In this section, I attempt to share some 
excerpts of dialogues that 1 had with various 
people who had come to attend the rally I 
have presented the dialogues verbatim 
Wherever necessary a translation has been 
provided in parenthesis The translated 
versions are not always literal but often 
English equivalents of the original Some 
observations based on these dialogues have 
been included in the next section The mam 
quesuons which informed this dialogue were 
What was the feeling of the “poor” 9 Why 
had they come for the rally 9 What were their 
principal concerns 9 What did they think 
about the rally 9 What was their assessment 
regarding Laloo Yadav's last five years in 
power } What were their futureexpectauons 
from JD > If the people supported him why 
did they do so 9 What was it in Laloo Yadav 
that was am active to them 9 

People I talked to were randomly selected 
1 moved around in the Gandhi maidan 
amongst the rallyites sitting under a huge 
shamiana at one end of the maidan away 
from the podium While choosing the initial 
person or group, 1 tned to bear in mind 
certain entena for selection like gender 
class, rel igion (where obviously perceivable) 
and age Even though the initial conversation 
was usually initiated with one individual oi 
a small group sitting together, a huge group 
would soon surround us What had started 
as an one-to-one dialogue would lake the 
form of a group interview In a few instances 
when the group became quite large and there 
were opposing views, temperatures would 
rise and the situation would become tense 
Often, at some point of the dialogue, mdi 
viduals in conspicuous white kurta-pajamas 


Laloo’s Garib Rally: Dialogues with 
the People 

Bela Bhatia 

Few among the vast numbers who turned up for the garth rally 
organised by the Janata Dal in Patna in March considered it more than 
an all-expense paid outing Notwithstanding the rhetoric of the 
organise! s the rally was clearly a public relations exercise for Laloo 
Prasad Yadav 
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would intervene loudly, even aggressively, 
and insist that I speak with them - all of them 
turned out to he JD workers. I had to be 
sensitive to all these changes in group 
composition and attempt at achieving a 
balance amongst the participants in the 
dialogue. 

The responses of the participants have 
been arranged thematically. The first time 
that the name of a participant appears, some 
descriptive background has been provided. 

Reasons for coming to the rally 

“ ‘Luga mth...kapda mili...* We are poor 
people. The government has neglected us. 
We do not have even a small piece of land 
nor a house. We have come in the hope that 
we would gel some help. We thought we 
will listen to the ‘bhashan’. We are harijans- 
dusadhs." (We would get clothes...) (Lalita, 
a woman in her 30s from Dina-Kothi, Si wan. 
This group of women mentioned that the ID 
workers in Si wan had promised them clothes 
it they came for the rally). 

"We have come here in order to let the 
demands of our students* union be known” 
(Shashibhushan Patel, Nalanda). 

"We wanted to communicate to our CM 
that he should make such people in charge 
of the district who respect the poor. The 
person in charge today is such that he does 
not want us to come to his house, leave alone 
meet him. We suffer because we belong to 
the bhumthar caste. No attention is paid 
towards those of us who are poor. All have 
now become advocates of the “forward” 
slogan. Our children have studied MBBS 
but are sitting idle. There is no future for 
our children in Bihar” (Nanda Devi, JD 
worker, Jamshedpur). 

"Wc have come to push forward the 
candidature of Om Prakash Jatswal. ‘Agar 
unko ticket nahi milta hai to Janata Dal ka 
vaha sai patta saaf (If he docs not get the 
ticket then Janata Dal doesn’t stand a chance to 
win there) (Vijendra Prasad, Jamshedpur). 

"I have come here to sell ice-cream. Rally 
is okay I am illiterate, what use ts my 
voting?” (name not known). 

"Wc have come to see the rally. ‘Iskai liyai 
gadi-vadi frecdiyatha' ’’(Free vehicles were 
provided for this) (Parmeshwar Maaldar, 
CPRM) supporter, Purnca). 

"Wc come Irom Bakhtiyarpur to sell milk 
:n Patna We thought there ts this rally, so 
we came along” (Maheshwar Yadav, 
Vaishah) 

"I have come because this is a rally of 
dalus and backwards. The Muslims in Bihar 
are in every party. Many oppose Lalooji, but 
a large maionty are with him” (N Ansan, 
Ttlsa village. Nalanda). 

“Laloo has called us here for a purpose. 
We want him to win. He will never fail in 
his life. He will reach Delhi. 'Koi mat ka 
lal unhat rok naht sakta’ ” (No mother’s son 
can stop him) (name not known). 


“We have come because we do not have 
a house* There are many others who got 
money and whose houses were made but we 
did not get anything*’ (Jaitun, Bhagalpur). 

On some aspects of the rally 

“I will concern myself with something 
only when I fed that it is likely to benefit 
me. ‘Ham to jo hai vahi rahai gai, badal nahi 
jai gai.’ You tell me, how do the poor stand 
to gain by such a rally? ‘Kuch hoga’?" (We 
will remain where we are, we will not 
change...Will anything happen?) (Moham* 
med Islam from Darbhanga who has been 
plying a rickshaw on the streets of Patna for 
the last 25 years). 

“This rally shows that the poor are with 
Lalooji. People would like to see that he 
remains in power for a long time and that 
a Janata Dal government is formed in 
Delhi” (name not known, Darbhanga). 

“In the name of the Garib rally people are 
being cheated. On the one hand there are 
scores of educated unemployed youth like 
us who are, roaming about aimlessly, and 
on the other there are all these 'ghotalas' 
(scandals). We will not tolerate this” 
(Shashibhushan Patel). 

“ ‘Yah rally Lalooji ki shakti pradarshan 
kt baat hai.* His post of CM also rests on 
this” (This rally is a matter of exhibiting 
Lalooji’s strength) (S M Akbar, Jamshedpur). 

On rally related expenses 

“All this has been done by ‘chanda’ 
(donation). This shows the enthusiasm of 
the people and their commitment towards 
Laloo” (name not known). 

“How could they have hung up all this 
(referring to the shamianas) without ex¬ 
penses? It would have been better if all this 
money had been distributed to the poor” 
(Maheshwar Yadav). 

“Whatever has been spent from where has 
it come? isko vasulnai kai liyai mahangai 
badhatgi'” (In order to make up for the 
money spent there will be more inflation) 
(Mohammed Islam). 

“The white and black money of our MLAs 
and MPs as well as the money which is their 
income from the janata is spent by them 
every one-and-a-half years or so ‘unko 
khilanai-pilanai tnai,shaharghumanai mai*. 
At least in this manner they serve the people?” 
(...to feed them and treat them on a trip to 
the city) (name not known). 

On dancing women 

“People are being mentally exploited” 
(Girinand Yadav, Katihar). 

“They have done wrong. In society there 
are always bad elements who indulge in all 
this... but especially here where we have a 
government committed to social justice this 
should be condemned. We do not want that 
such a thing should happen” (name not 
known). 


Achievements of Laloo Yadav in the last jive 

yean 

“Laloo sends but the ‘mukhiya' and other 
powerful people in the village intercept it” 
(Lalita). 

‘To tell you the truth in the last five years, 
development work has been thwarted. Instead 
of recruiting trained teachers, untrained 
teachers have been recruited” (Shashi¬ 
bhushan). 

“It is because of Laloo that the poor have 
been able to stand up and speak. Would 
anybody let us speak? They would get inside 
our houses, abuse us and beat us. Now 
because of Laloo at least people have stood 
up in order to speak” (Pramod Kumar, Jan 
Mukti Andolan, Jehanabad). 

Laloo kai panch baras to gaddi bachanai 
mai hi gai, bas (Laloo’s five years were 
spent in safeguarding his seat) (name not 
known). 

“ ‘Vah burbuk bana raha hai sabhi ashi- 
kshit logo ko’ - whether they be yadavs or 
people of any other caste or community. 
‘Nasamaj janta baivkhuf ban ram hai’. Until 
our people are not educated these kinds of 
rallies and meetings will continue. ‘Log 
maidan ghoomtai rahai gai, has aur kuch nahi 
hoga* ** (He is making a fool of illiterate 
people ‘...innocent people are becoming 
fools... people will keep roaming about in 
the maidan nothing else will happen) 
(Girinand Yadav). 

“There was an atmosphere oi Hindu- 
Muslim riots throughout the country in 1991. 
Laloo was able to control a similar build¬ 
up here and people continued to have a 
desire to live peacefully with each other. 
This is why people favour him. It is another 
matter that he has been able to do some work 
and failed in others. But the poor still join 
him because everybody wants to live in 
peace without threat of riots. ‘Jo aadmi jahan 
hai vahan kam-dham karta hai, rahta hat, 
sahta hai.’ ” (... Wherever each person may 
be he continues to work, live and suffer) 
(N Ansari). 

“If anybody lifts a finger to hurt a Muslim, 
then first we Hindus will die and only then 
a Muslim. This is what the Hindus of Bihar 
have to say - this is Lalooji*s doing” (Name 
not known). 

“Hamra lagal na bhalai kerai na burai 
kerai. Kucho na*' (1 feel that he has not done 
any good nor any bad. Nothing) (Maheshwar 
Yadav). , 

Laloo Yadav 

“He is very popular. His speech has a 
sweetness which appeals to both literates as 
well as illiterates. He has attraction power*’ 
(Shashibhushan). 

“There is only one reason why Muslims 
of Bihar support Laloo. This is because he 
has been able to contain the communal forces. 
Otherwise we are also dissatisfied because 
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he htft not done any development work for 

the Muslims” (S M Akbar). 

“Laloo is our person. He is not from 
Palamau (!), but from our desh -Gopalganj’’ 
(Lalita). 

“There are many who would be ready to 
die for Laloo Yadav” (Pramod Kumar). 

“ ‘Garibo kai prati nigah aachi hai.* Has 
there been a chief minister who is constantly 
on the move and who meets poor people?'* 
(He has a sympathetic outlook towards the 
poor) (Brijnandan Prasad, Dhanarua). 

“He shows respect to our Bihari culture. 
Other leaders give 'galis' (curse) to Biharis" 
(Ranbir Singh, Motihari). 

“No other leader has given the kind of 
respect that he has to dalits and backwards 
in society. Earlier those who belonged to 
backward castes felt ashamed to use their 
full names but today all are using their 
surnames" (name not known). 

“We would like a society where there is 
no violence between brothers, no class or 
caste distinctions. Laloo takes interest in 
these issues" (Nandkishore Jadav, l^akhisarai, 
M unger). 

“There is much that is praiseworthy in 
him. He is sympathetic towards the poor. 
There have been many leaders in the past 
but all have pretended to be what he is in 
reality. All of us who have come here are 
Lalooji’s well-wishers. We have come 
especially because we feel that ‘agar Dilli 
ki gaddi kisi ko milai to Laloo Yadav ko 
milai. Dilli kai takhat par raj karai to Laloo 
jaisa aadmi’ (...if anybody should get the 
seat at Delhi, it should be Laloo Yadav. A 
person like Laloo should reign at the throne 
in Delhi) (Rabia Khatun, Bhagalpur). 

‘Raja ho to shudro ka. Pahlai hamaisha 
Bhabhan aur Rajputo ka hi raj raha hai' (if 
there need be a king then let him be from 
the lower castes. It has always been the 
bhumihars and raj puts who have ruled 
before) (Jagbandhu Paswan. rickshaw- 
puller, Begusarai). 

“Kya vichar hai? Hamra garib kai vichar 
sai koi vichar liota hai? Hamara vichar sat 
Laloo Yadav chalaiga?" (What do 1 think? 
Are any ideas constructed on the basis of 
what the poor think? Will Laloo Yadav 
move according to what we think?) 
(Maheshwar Yadav). 

On the Pashupalan Chotala (fodder 

scandal) 

“Other parties have got some ‘masala’ to 
malign Laloo. This ghotala has been going 
on since 1977, Congress (I) was involved, 
BJP was involved, but not Laloo. He has 
exposed the ghotala" (name not known). 

“Hawala..Gawala.. yah sabhi kand ban jai 
gai garam masala aur pait mai pach jaigai” 
(Hawala..Gawala..a11 these scandals will 
become garam masala - a popular Indian 
spice which makes the food tastier - and be 
digested in the stomach) (name not known). 


the<^^ in Bihar 
calls for a person like Chandrashekhar Azad 
who will throw a bomb in the Legislative 
Assembly and in the Lok Sabha. Today the 
biggest issue in front of us is the widespread 
corruption and the need to cultivate a high 
moral standard in public life. It is very 
necessary that country and state level scandals 
suchas these should be stopped immediately" 
(Girinand Yadav). 

Future expectations from Janata Dal 

“Paisa di, luga di, kapda di” (We should 
get money and clothes) (Lalita and other 
women). 

“If anybody can do anything at the country 
level it is Laloo Yadav. Look at BJP and 
what it did in Ayodhya. The mosque was 
demolished and many were killed. Will a 
BJP government let anybody live? What we 
need is food and employment" (Pramod 
Kumar). 

“In the name of social justice the voice 
of all the oppressed dalit janata has 
strengthened throughout Bihar to the extent 
that now nobody thinks himself to be Jess 
than anyone else. Similar would be the 
situation of all the poor in India if there is 
a National Front government at tbe centre 
with Laloo Prasad Yadav as the prime 
minister” (name not known). 

“Laloo Yadav’s present policies and 
functioning will not lead to the welfare or 
development of the people. When he had 
first come and used to say, ‘Agar ek rupaya 
bhi khaon to gau kai maas kai barabar hoga*. 
People had a lot of faith in him. People still 
think of him as the old Laloo. ‘Par vah Laloo 
nahi ranga hua siyar hai’. He will have to 
re-establish his credibility in the eyes of the 
people. Then whether he be the prime minister 
or chief minister wc would be in total 
agreement". (... if I swindle even one rupee 
it would be like consuming beef ... He is 
not Laloo but a woll in sheep’s clothing ..) 
(Ginnand Yadav). 

* * * 

The overt raison d'etre of the rally was 
to flag off the JD campaign for the forth¬ 
coming Lok Sabha elections, an important 
component of which was to project Laloo 
Yadav as the future prime minister. There 
were many billboards to this effect showing 
him at the centre of India ’ s map while Ranjan 
Yadav, a close aide, was shown in a similar 
map of Bihar. However, astute political 
observation is not required to comprehend 
that the rally was planned to ward off political 
opposition after the news regarding the multi- 
crore animal husbandry scandal (popularly 
called the ‘gawaia’ scam) hit the headlines 
and Laloo Yadav found himself in the docks 
for the first time. This was his way of showing 
that the poor were still with him in spite of 
the scandal, to drown the voices of his critics 
and to ensure that the socio-political equa¬ 
tions at the grass roots had not changed 


(even as this article is being written another 
multi-crore corruption scandal, this time in 
the State FinanceGorporation, has surfaced!). 
For all this the people were neede&enmasse. 
Unfortunately, the criterion for the success 
or failure of such rallies is always numbers. 
The multi-farious motivations of the people 
for coming to the event are not taken into 
account nor the mode or process that goes 
into bringing them. 

State resources were used indiscriminately 
whether it be for arrangements pertaining to 
transport, lighting or water. District transport 
officers and the police have been reported 
to forcibly stop buses and jeeps and hand 
them over to the JD leaders for the rally. 
Hundredsof loudspeakers around the Gandhi 
Maidan were installed by the government’s 
public relations department; a PRD official 
is reported to have acknowledged to a reporter 
that arrears of services rendered during 
previous rallies had still not been cleared 
(Raj Kumar 1996): ‘When loudspeakers 
B lare Their Own Facts. ’ (The Times of lndiu % 
Patna, March 19.) The services of the Paina 
Municipal Corporation were used to ensure 
adequate water supply. Indeed, the fact that 
this rally was that of the ruling party and 
not the government seems to have been 
forgotten. On all these counts the rally was 
a stage-managed affair and cannot really 
be called a people’s rally. In some ways 
it was a crucial reflection of the way our 
country is ‘managed’ - orchestrated and 
controlled instead of people’s voluntary 
participation. 

As far as numbers are concerned, it has 
been widely acknowledged that the crowds 
in this rally were thinner in comparison to 
the three previous rallies held during Laloo 
Yadav’s tenure, on October 31,1994 (garib 
rally), January 31, 1994 (backward castes 
rally) and October 8,1990 (pro-reservation 
rally), even though preparations this time 
were on a much larger scale. Observers 
also comment that the Muslim and yadav 
(MY) base of the Janata Dal in Bihar was 
not adequately represented. A large majority 
of the participants were yadavs. though 
these were more elite than poor yadavs. 
The low number ot Muslim participants as 
well as women was discouraging. But 
perhaps the most noticeable drawback was 
that the ‘garibs’ were also considerably 
fewer in this number of rally, and those 
who had come were all ‘juta-chappal 
wallai’ (those who can afford shoes and 
slippers). 

The marked presence of feudal dements 
in the rally was striking. Feudal ethos was 
reflected not only in the prominent green 
‘pagdis* supported by many of the JD 
workers, but was forcefully exhibited in the 
shape of two such feudal lords, with green 
‘pagdis’, goggles et al astride huge horses 
accompanied with guards with sten guns 
They rode their horses up and down the road 
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adjacent toQandhi maiden or in the maiden 
itself* the people having to huniedly move 
aside to make way. Every now and then for 
an interval of a few minutes they stood still 
almost as though for dramatic effect and 
then the act would be repeated again. The 
people looked on at the spectacle in stoic 
silence - clearly this was not the first time 
for them. This wanton display of power, 
their domineering demeanour was clearly 
meant to leave a forceful imprint on people* s 
psyche. This instance should not have come 
as a surprise. Feudal personae and outright 
criminal antecedents of many political 
persons is common knowledge in Bihar. 
Nevertheless, it is still a shock every time 
one faces the fact that some of these nefarious 
individuals are also 'representatives of the 
people' - not only do many of them hold 
important party positions but are also MLAs 
and MPs. A good example is that of Baiju 
Yadav who used to head the Lorik Sena in 
the 1980s, a caste organisation of lumpen 
yadav and hhumihar elements formed to 
confront the growing base of the CPI(ML) 
in central Bihar districts like Jehanabad, is 
now the sitting MLA from Hilsa, Nalanda. 
Mohammad Shahabuddin, a notorious 
criminal known to move around only with 
a group of armed goons is another such case. 
A Janata Dal sitting MLA from Siwan he 
was given a JD ticket from the same place 
to contest the forthcoming Lok Sabha 
elections. 

Feudal ethos also permeates everyday 
political discourse. The current discussions 
on hawala and gawala scandals, for 
example, are replete with name catling 
where the Congress is often mentioned as 
the 'mother of all scandals’. Organising 
dance performances by women, eunuchs 
and ‘londas' (young boys) for the 
entertainment of the rally participants is 
also part of this same feudal and patriarchal 
political ethos, which needs to be senously 
questioned. 

Ashok Sav, JD spokesperson from 
Bhagalpur said: **It was like Diwali last 
night. The whole town remained m a musical 
mood until early morning - 60 per cent of 
the MLAs were involved in the organisation 
and participation m these programmes’*. 
So much for the scale of this kind of political 
culture in a left-of-centre political party 
like the Janata Dal. Some people 1 talked 
to justified these performances on the 
grounds that this was part ot traditional 
entertainment at the village level. One of 
them argued that since eunuchs and londas 
masqueraded as women and were *nakti’ 
(not real) thereiore it was all nght. Popular 
culture apart, the fact that these forms ot 
entertainment were sources of cheap 
pleasure based on objectification of 
women's bodies, whether real or false, was 
often overlooked. However, the inappro- 
pnateness of these functions on an occasion 


such as the garib rally in question was 
unequivocal. 

Indeed, if late 20th century politics in 
independent India should be reminiscent of 
the old courts of the ‘badshahs’, perpetrating 
the age-old opium culture, where the state 
is interested in continuing to dope the people 
with different formsof‘nasha’ (intoxication), 
be it in the shape of liquor pouches (which 
have become exceedingly popular in the 
villages) or encouraging sensual pleasure, 
then certainly we are in deep trouble. It is 
frightening to observe that modernism has 
reached the people in the shape of these 
’modern’ forms of nasha (where in this 
instance a modern dancer replaces the 


customary 'ghagm-chrif dad woman)* while 
the terms and forms of subordination remain 
the same. To what extent should principled 
politics tolerate this? A common person on 
the streets of Patna knows that the state 
government has spent over R& SO crore on 
this rally (which made some members of the 
opposition label this as 'amir march’), it 
went overboard to ensure that the people 
who come for the rally should be comfortable 
and have a good time; but what about their 
everyday lives which continue to be spent 
m abject poverty, senseless degradation and 
indignities of all kinds? 

There are many other aspects of the rally 
which invite some reflection. The extensive 
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use of characters from Hindu roltgioA and 
mythology to communicate political mes¬ 
sages is one Laloo's arrival on his ‘ganb 
chetna rath’ holding a rod fitted with the 
party symbol - wheel (chakra) which he 
was revolving with his other hand, without 
doubt impersonating Krishna who is 
known to have finished oft his enemies 
with the chakra' is a case m point This 
kind of self-depiction on the part of our 
leaders as gods and goddesses is also part 
ofanunscienuficpoliticalculture,which hopes 
to cash on the beliefs and sentiments of the 
people These dramatics are certainly useful 
in camouflaging the real issues It is easier 
to perpetuate myths rather than encourage 
the people to think rationally and 
objectively Political ideo-logy apart, to 
this extent Laloo’s chakra has proven to 
be no different than Advam's rath 

In order to cultivate a serious political 
culture m a poor, highly unequal country 
like ours cadres of various political parties 
also need to be sensitive about little things, 
which might seem unimportant This com 
ment is being made in reference to the brand 
new starched, white kurta pajamas which 
almost all JD cadres had on (making one 
wondei whether Laloo hao provided them 
with a gift to mark the occasion*) - an 
ominous white against the people’s well 
worn biown look Why is this artificial 
uniform needed in a dal which is supposedly 
‘janata dal f Why can our political workers 
not be one with the people } Why Lhc need 
to stand out 9 

Let me now turn to the dialogues with the 
participants and what we learn from them 
What seems to have emerged from these 
dialogues is that even amongst the dialogue 
partic ipants who did not represent an average 
electorate of Bihar but those who foi one 
reason or the other had chosen to participate 
m the rally (a large majority of which can 
be assumed to be pro JD) the verdict is not 
unequivocally in Laloo s favour A large per 
cent of pro 1 aloo yadav vote seems to be 
inaeasmgly a conditional vote Without 
doubt Laloo will have to perform in order 
net to miss a histone chance to make a 
difference before the much talked about 
chansma wears oil 

People agreed that Laloo has been able 
to raise the seli-respect and social status 
of the backwards and the dalits His caste 
background and humble class origins have 
helped him in this direction, so has his loud 
proclamation of the back ward-for ward’, 
and the’social justice slogans While these 
have created the desired npples at the 
surface and have even percolated down the 
social fabnc to some extent, the impact still 
remains perfunctory tor it one overlooks 
the rhetoric one finds that at the grass roots 
there are no serious struggles being 
waged on these issues under the JD leader¬ 
ship In sharp contrast is the protracted 


struggle of the naxalites for nearly three 
decades, especially in the centra) Bihar 
plains, on precisely these issues However, 
the same JD government has time and 
again cracked down heavily on the naxalites 
when they have tried to put these slogans 
into practice 

But whatever may have been achieved as 
tar as social advancement of the poor is 
concerned there is still a long way to go 
Our people can still be found to address 
others higher in the caste or class hierarchy 
as ‘hajoor’, ‘malik/malkini’, ‘maharaj’ 
reminiscent of days we would prefer to think 
are well m the past But they are not There 
is much of subjugated India which continues 
to cast its long shadow on 'independent' 
India There is much that should have been 
history which continues to be part of our 
contemporary existence Even though 
revolutionary movements have tried to 
instill in the people a new spirit, a spirit 
which can be felt in Bihar as perhaps in 
few other places, the (ore e of circumstances 
is such, the levels of material deprivation 
are such that these form s and expressions 
of subjugation continue Liberation cannot 
be achieved as long as dependence conti 
nues as long as there is no concrete diftu 
ence in the living conditions ot the people 

Unless rallies become more than just 
occasions to count the mumber of sheep 
(hat you own but are seen as offering a 
serious chance to confer with the people 
en masse, until political processes do not 


PHULCHI isoneol the veiy remote villages 
located in the south ot Buhar which is a 
(provincial) state oflndia wit h predominantly 
agricultural economy and .1 large bulk of 
rural, illiterate and backward population In 
this village assistance during child birth and 
primary maternity cart for the labouring 
village mothers is prov ided b> * women tradi 
tional birth attendants (rB As) who are called 
'dagnn’s in the local dialect, whose livch 
hood today is under threat 
We made field visits dun ng the penod 
from January to March 199 4 and it took 
some tune to overcome the ini tial resistance 
of the TBAs to persuade them to answer 
quenes, as they were sceptical about the very 
motive of our investigation 1 n the context 
of the moves being proposed by the govern 
ment to stop their age-old pi actices 


earnestly try to wrestle with some basic 
issues (raised by the dialogue participants 
and reiterated by Indn, Maheshwar Yadav 
and Mohammad Islam below) little will be 
achieved 

'Ghar dwar kataklifba Pait ka takhf ba 
(I suiter because I do not have a house, 
because of the hunger in my stomach) (Indn, 
a very old woman from Siwan) 

“Even if he stays there is no benefit 
even it he goes there is no benefit Aral 
it there is no benefit, what do 1 say 9 The 
woild will continue to move just as it 
always has If we had got some 'sahaia 
(support) we would have said something 
But we have not got any sahara, nor ghata' 
(loss), nor 'tabh (beneht) The society is 
moving, we are also mo\ »ng” (Maheshwar 
Yadav) 

'Chahai koi bhi sarkar rahaiga, ham to jo 
kar rahai hai vahi kama hoga Garth aadmi 
khataigai to khaigai” (whichever government 
might be there we will have to continue 
doing what we are doing today Only if the 
poor work hard will they get to eat) 
(Mohammad Islam) 

In the absence of this and a better- 
equipped electorate - educated alert and 
able to protect itself against political 
expediency - these kinds of rallies will 
continue and log maidan ghoomtai rahaigai 
aur burbuk banfai lahaigai’ (people will 
continue to roam about in the maidan and 
be made fools ot) as Ginnand Yadav has 
emphatically warned us 


Phulchi which is in Gmdih district has 
a population of about 1 200 ol which 4* per 
cent is bhumihars (general caste). 55pcriv nt 
is Samhals (scheduled tribe) 15 per cent is 
Kohls (scheduled tnbe) 1 percent is bhogtas 
(scheduled caste), 1 5 pet cent is hazams 
(general caste) and 7 per cent is tuns 
(scheduled caste) The distance between 
Phulchi and the nearest Gmdih government 
hospital is approximately 25 km and a siictch 
ot nearly 10 kin is not metalled The only 
mode of communication is (he traditional 
bullock cart The nearest market place is 
Gadi Snrampore from where one can avail 
of modem transport facilities Ihe female 
literacy rate m the entire village is nearly 
zero Literacy in a somewhat elementary 
sense is limited to a lew rich bhumihars 
TBAs are exclusively from the 15 tun 


Endangered Professionals 
Thiditional Birth Attendants of South Bihar 

Molly Chattopadhyay 

The livelihood of traditional birth attendants in south Bihar villages is 
being threatened partly by the entry of modem medu me, partly b\ 
state decree 
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Sex of the New-born 

Remuneration 

Bhumihar 

Male 

2.5 k g of paddy + 1 kg poddy per day for hot Compress 
+ breakfast and lunch for five days. 

Bbumihar 

Female 

1.2 k g of paddy + same as above 

Santal 

Male 

J maund of paddy + Rs 5 + Raw vegetables + one hen + 
breakfast and lunch for five days. 4 

Santhal 

Female 

1/2 maund of paddy + same as above 

Kohl 

Male 

5 kg of paddy + same as Santhals 

Kohl 

Female 

2.5 kg of paddy + same as Santhals 

Bhogia 

Male 

Same as Kohl 

Bhogta 

Female 

Same as Kohl 

Hazam 

Male 

Same as Bhumihar 

Hazam 

Female 

Same as Bhumihar 

Turi 

Male or 

Female 

Nothing expect community lunch 


households. Only six tun women operate as 
TBAs in the entire village. They have a 
stable patron-client4atf«tionship within the 
village. No formal tmintag was, nor is, 
available for these TBAs but they offer years 
of experience. They gain their skills through 
apprenticeship, by accompanying their 
mothers-in-law when they attend to women 
in labour. Strangely, though explicably, no 
daughteis ever accompany their mothers. It 
is only the daughters-in-law who are entrus¬ 
ted with taking over the job. There are 
apparently two reasons for this: Firstly, the 
economic considerations - it is the daughters- 
in-law. not the daughters (particularly the 
marriageable or the already married ones), 
who are viewed as 'family' members. So, 
if the daughters-in-law are inducted into the 
profession, income in all probability may be 
appropriated by the family members, whereas 
the daughters would not contribute to the 
income of the natal home. Secondly, it 
appears that there is an invisible chord 
between the two married women (the 
daughter-in-law and the mother-in-law here) 
- in mother-daughter relations, sex and 
reproduction are not considered subjects 
for free and open discussion (even after the 
end of the puberty of the daughter). So, 
Phulchi is not likely to be an exception in 
this. 

No outsider or even a non-turi woman can 
take up the job of TB A. There is one hamlet 
which is separated by lisri river from other 
hamlets of the village. During the monsoon 
season it is not possible for the turi villagers 
(and so the TBAs) to cross the river at night. 
Only then and on exceptional grounds, a 
Kohl woman can assist her neighbours in 
labour. This patron-client relationship 
between the turi caste and other castes is 
legitimised by the entire village community 
and the village panchayat. Once a Kohl 
woman started to practise as TBA. She 
belonged to this village but got married 
elsewhere where she leamt these skills. When 
she was widowed she settled at her natal 
home and started to practise in Phulchi 
village. When it came to the notice of the 
tun caste, they complained to the village 


panchayat which upheld the right of turi 
women. 

Quite obviously and understandably, these 
untrained TBAs lack even elementary 
gynaecological and obstetric knowledge. 
TTieir ideas about the reproductive organs, 
human sexuality, conception, the process of 
childbirth and childcare have little scientific 
basis and content. Consequently, these people 
often cause, quite unknowingly, damage to 
the new-born and at times, even deaths. 
Traditionally, the role of TBAs is limited 
to delivering the baby, burying the placenta 
and giving the most elementary care to the 
child and mother. These TBAs use un¬ 
sterilised blades or knives for cutting the 
umbilical cord often precipitating infection. 
During our three months in Phulchi, one 
lactating mother died of severe infection 15 
days after delivery. The baby too died after 
a month. In course of enumerating the popu¬ 
lation of the village, older women reported 
that infant mortality rate is quite high among 
the new-born babies. Villagers, in general, 
believe that mother's early bieastmilk is 
harmful to the new-born. That is why it is 
customary for the lactating women of the 
village (obviously of the same caste as the 
baby) to feed the new-born during the first 
three days. 

The remuneration of TBAs varies ac¬ 
cording to the caste hierarchy and sex of the 
new-born (Table 1). The low status of women 
is internalised by members of the society to 
such an extent that even the TBAs have 
never felt it justified to demand equal 
remuneration for delivering male and female 
babies. 

This patron-client relationship is being 
shaken by modem medical of practices. In 
several cases herbs have failed to prevent 
conception. These TBAs sell herbs to the 
lactatingmothers as contraceptives for Rs 40. 
These herbs are given for three consecutive 
days after delivery of the child or after 
menstruation. For collecting herbs TBAs 
don’t go to the forest. Their husbands collect 
it and perform some rituals to make it 
effective. That is why the bhumihar's ac¬ 
ceptance of modem medicine is seen by 


TBAs as lack of belief in herbal medicine 
which is considered to have spiritual powers 
As a result the literate bhumihars who are 
more exposed to modem conveniences go 
to the hospital for sterilisation, etc. 

Hot compression is done with a piece of 
old cloth stuffed with dehusked paddy for 
five days. To foster solidarity with turis in 
their struggle against bhumihars, Santhals 
on their own raised the payment to TBAs 
as part of the Jharkhand movement. Only 
for minor health problems do they rely on 
herbal medicine. Of late, the bhumihars are 
seen to be accepting the two-child family 
norm although normally they do not volun¬ 
tarily opt for contraception until a son is 
bom. The bhumihar's acceptance of modern 
medicine is seen by the TBAs as a threat 
to the future of their profession. 

In 1973, 241 TBAs were trained by 
UNICEF for 15 days in the maternity ward 
of a health centre or district rural hospital. 
There has been a dramatic improvement in 
the conditions of hygiene during deliveries 
TBAs can serve as a first contact system. 
With the support of formal health system, 
these TBAs can become important allies in 
organising efforts to improve the health of 
the community and fill in the void in some 
pockets where facilities for modem treatment 
are either still totally absent or not im¬ 
mediately and easily available. From the 
social-administrative point oi view and given 
the present social setting, the TBAs may be 
declared useless, irrelevant and obsolete, 
and their practice banned by legislation only 
by fulfilling the following three conditions 
- alternative livelihood must be provided tor 
the TBAs; suitable substitutes or the alter¬ 
native arrangements for the services rendered 
by the local TBAs in the villages of south 
Bihar be ensured by cither the state govern¬ 
ment or village panchayats and as a pre¬ 
condition to these two long-term social 
remedies, a literacy drive be initiated at the 
village level for arousing health con¬ 
sciousness. 

[The author expresses gratitude to Subrata 
Bhattacharyya for his keen observation and 
constructive suggestions at various stages of 
writing including the concluding remarks 
The author also thanks Cecile Jackson and 
Suraj Bandyopadhyay for their encourage¬ 
ment Help of Kamala Das is also 
acknowledged.] 
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Amiya Rao: ATVibute 

Sumanla Banerjee 


What made Amiva Rao one of the most vigilant and conscientious 
leaders of the civil liberties movement was her determination and 
c ourage combined with a scholastic bent of mind 


WITH the passing away ot Amiya Rao on 
May 26 thi s year, the civil liberties movement 
in India has lost one of its finest leadeis A 
brave, but aftcuionatc soul. Amiya-di. as 
she will be always fondly remembcied by 
all of us. was at the forefront of every 
movement tor democratic rights - whether 
dunng the Emergency in 1975, or against 
Operation Bluestar in 1984. or the massacre 
of Sikhs in November that year, or later to 
expose the brutalities ot the Indian security 
forces in Kashmu, which she visited at great 
peisonal risk 

Born on December 12, 1909, Amiya-di 
studied English language and litciature in 
Calcutta and later went to Oxtoid She taught 
at Bethune College and the Calcutta 
University foi some time She was the moving 
spirit behind the founding of the Women’s 
College in Bcrhampur in West Bengal in 
1946, of which she became the principal 
Married to B G Rao, a member ol the Indian 
Civil Services. Amiya Rao had the 
opportunity of moving aiound different parts 
of India - mainly Rajasthan and Madhya 
Piadesh, wheic her husband served as a 
government official Wherever they were 
both the husband and wife left their impress 
- in social activities and creation ot 
institutions In 1952, while living mHooghly 
in West Bengal, Ainiya Rao organised the 
women refugees from the then East Pakistan 
into a co-opeiative for embroidery and 
tailoring In Madhya Pradesh, she set up the 
Nan KalyanSamiti a women sco-operative 
tor marketing ol handicrafts and food 
products, and initiated a programme to 
rehabilitate girls who had been lured into 
prostitution In Delhi, she became a founder 
member of Saheli the well known women’s 
organisation 

B G Rao resigned from the ICS in 1959, 
and after that the couple devoted most ot 
their time to social activities and literary 
pursuits like translations of Sanskrit classics 
and Kannada literature But the political 
reality was never too tar oft In 1974, Amiya 
Rao co-authored with her husband a book 
called Six Thousand Du\s , which was a 
antique ot Jawaharlal Nehru* s role as a prime 
minister for 17 years* an exhaustive analysts 
suggesting the painstaking research and 


homework that the two authors must have 
done lor several years to bring together then 
lindings, based on both aichival records and 
interviews with Nehiu s contemporaries In 
their introduction lo the book, Amiya and 
B G Rao set the lone tor a dispassionate 
revaluation ol Nehiu m commonsensical 
terms, avoiding both the sycophancy ot 
Nehruiana and the ambiguity of critics ot 
Nehruvian socialistic planning 'Many havi 
written on Nehru’s great contibution to India v 
progress and stability we, while anatysin 
his long years in iltice have emphasised 
what he did but need not have done, and have 
pointed out what he s ud he would do and 
could have done, but did not do” Nothing 
else could have summed up Nehru’s acts ot 
commission and omission in such succinct 
terms than these woids 

The imposition ot Emergency on June 26 
1975 was the challenge which put Amiya 
Rao on her mettle When the majority among 
the Indian intelligentsia chose to kowtow to 
the diktats of Indua Gandhi and the lumpens 
led by her son Sanjay AmiyaRaoalong with 
her husband brought out a book entitled 
Whs Fmci genes 7 a icbulialot the arguments 
provided in defence ot Emcrgeiu y by the 
union home mimstiv in a White Paper 
submitted to parliament on July 21 that year 
bearing the same title Published from 
Lucknow a tew months later (on Dussehra 
that year to be prei isc), the book countered 
point by point every official argument with 
tactual data and thus i xposed the imposition 
ol Emergency as a ilcspciale slop resorted 
lo by Indira Gadhi and her cabal ot political 
confidants to preserve their monopoly ol 
power by suppressing popular protests All 
through the Emergen, y period, Amiya and 
B G Rao collected meticulously reports of 
violation ot democi jiic rights from all over 
the country, and got in touch with the 
various undeiground groups which ran 
magazines publishing such reports Later 
they brought out a c oMcction of these reports 
of di>sident voice** during the Emergency 
upholding the courageof those in the Indian 
press whom Indira Gandhi could not 
suppress 

It was during the years immediately 
following the h f ting of the Emergency and 


thecomingtopowerof the Janata government 
that the civil liberties and democratic rights 
movement in India got off to a real start with 
c 11 oit s to co ordinate the ac ti vibes of di ttcrcnt 
human rights gioups in far-flung corners of 
the c ountry Amiya Rao played an important 
role in these efforts and through her writings 
as well as active participation in fact-finding 
missions she emeiged as a major leader of 
the movement 

But Amiya Rao’s involvement in the 
human rights movement was nor sparked 
oil by the Emergency alone In (act it can 
be traced hack to the pre independence 
period In the early 1940s, she often visited 
villages in Lower Bengal which in the 
19th century were indigo-growing aieas 
and became the centres ot the famous indigo 
Rebellion that was launched by peasants 
against the oppicssivc Bntish indigo- 
planteis Memories ol the rebellion still 
suivived among the peasants ot that aica 
and the young Rao couple touched by the 
stones ot the past were led to studs the 
play Necldaipan (The Indigo-Muror) 
written by the famous playwright 
Dinahandhu Mura in I860 Although the 
play was ttanslatcd into English (by the 
poet Madhusudan Dutta in 1861) the Raos 
felt, quite rightly that the style ol the old 
translation was rather stilted and archaic 
They soon started translating it anew and 
completed the first two scenes Alter that 
many years lapsed and both Amiya and 
B G Rao got caught up in the various 
political upheavals and social movements 
that swept the country dunng the m xl halt 
a century Many turns dunng that penod 
both promised lo lake up the lianslation 
and complete it Finally they found nine 
in old age fished out the nunusiript and 
stalled wot king on it B G Kao took ill and 
died in the couise of the work In 1992 
the book Iht Bint lh\il Indian and 
Colnntal Bt ngal c aine out containing not 
only the translation ol Neclditpan but 
a well rescaiched muoduciion giving us 
the historical huckuiound a uchly 
documented account ol the economics ol 
indigo plantation and (Ik changes m luial 
society ol Bengal at that time In hci pi cl ace 
to the hook Amiya Rao rec ailed the piomisc 
that both she and her husband made when 
they wctc young, to translate the book and 
ended with the words ‘I had to keep the 
promise’ 

It was this strong sense ot determination 
and courage accompanied bv a scholastic 
bent ol mind that made Anuya Rao one ol 
the most vigilant and conscientious leadeis 
ot the civil liberties movement and which 
will continue to inspire her friends and 
followers whom she has left behind 
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THE JOHN O. AND CATHERINE T. 


I MacArthih Foundation | 

THE MACARTHUR FELLOWSHIP 
FOR POPULATION INNOVATIONS 

1996 - 97 


The John D and Catherine T Mac Arthur Foundation is a private, 
independent grant * making Foundation dedicated to helping 
groups and individuals to improve the human condition Since 
it began operations in 1978, the primary objective of the 
Foundation, headquartered in Chicago, has been to encourage 
study and action in diverse field such as population, environment 
and natural resources, international peace and cooperation, and 
in the United States, health, education, mass communication and 
community organizing 

POPULATION PROGRAM 

The most recent addition to tint Foundation's field o! interest is 
the Population Program, established in 1986 The Foundation 
perceives the need for population initiatives to go beyond the 
traditional boundaries to encompass broader social and economic 
contexts, especially gender relations The Population Program 
concentrates its grant - making on reproductive health issues, 
the interaction between population and the environment 
communications and education, and leadership development The 
program's work is mainly concentrated in four countries Brazil. 
India. Mexico and Nigeria 

THEMATIC AREAS 

The India Program has identified Reproductive Health and Rights 
as areas which have been neglected Reproductive Health implies 
not just the absence of disease or infirmity, but the ability ol 
people to reproduce, regulate their fertility and practice and enjoy 
sexual relationship safely It further implies that reproduction is 
carried to a successful outcome through infant and child survival 
growth and healthy development It also means that women can 
go safely through pregnancy and childbirth, when desired and 
that fertility regulation can be achieved without health hazards 

Reproductive rights include both the power to make informed 
decisions affecting reproductive health, as well as the access to 
resources to carrv out such decisions safelv and effectively 
Reproductive health and rights ot women depend on the creation ot 
an enabling environment tor women * empowerment 
The program invites innovative proposals which focus on 

• improving dialogues between women s groups health care 
providers, policv makers and others. 

• providing sex education and information on STDs/HIV/AIDS to 
women and men of various ages especially neglected members 
ot the population such as adolescents 

• improving the quality ot services and care in the area ol 
reproductive health. 

• drawing attention to neglected topics such as sexuality 


gynecological and obstetric morbidity, maternal mortality, 
abortion, infertility, non - terminal contraception and 
reproduction choice. 

• enlisting the participation of men in improving gender relations 
particularly in the area of sexual behavior and reproduction. 

9 conceptualizing and implementing reproductive rights within 
the framework of human nghts and equity 

Underlying all activities is a concern for gender equity Preference 
will be given to projects that examine reproductive health within the 
broader socio - cultural and economic context leading to women's 
empowerment 

THF FELLOWSHIP 

FOR POPULATION INNOVATIONS 

The Mac Arthur Foundation Fellowship for Population Innovations 
is open to Indian women and men resident in any pan of the country 
Candidates for a Fellowship may come from a vanety of fields the 
academic community social movements, women’s organizations, 
community action groups the education and communication sector, 
law. health and other disciplines They must be m the mid - stage of 
their careers and under 45 years ot age Age restriction may be 
relaxed in case ot women who have started their careers late or 
interrupted their careers The program is interested in identifying 
women and men with fresh ideas and demonstrated abilities to design 
innovative approaches that will have a long - term impact m reshaping 
the population field 

Such persons will be supported for personal and professional 
development, that will enable them to respond effectively to the 
complex and multiple challenges of reproductive nghts and health, 
population growth, poverty and environment Funds cannot be used 
to support degree programs Preference will be given to individuals 
who seek an opportunity to develop personal capacity and 
knowledge 

SELECTION PROCESS 

Selection of fellow* wiH lake place once • year enough 
September IS. 199k Catehdam may apply through 

Pooaam Muttreja 

Country Coordmetor 

The MmAiUmr FeBow M p tor P e p Maa Umo v tte— 
MacAifmr Foundation 

Core C, Zone SA, Ftrat Floor, LodM Road 
New Mil 110 003 
Tel: 4044000 Fax:404 4007 
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Return of Reform Communism 
in Hungary 

P Eashvaraiah 


A wave in favour of 4 reform communists 9 has been sweeping across 
eastern Europe and the CIS states The emergence oj the Hungarian 
Socialist Party which ousted the conservative coalition government 
in the parliamentary elections in Hungary in 1994 has to be seen in 
this context 


COMMUNISM has changed its original 
vehement opposition to capitalism and has 
become more accommodative in nature 
Almost all ot the erstwhile ardent advocates 
ot communism have now more or less 
accepted the democratic norms and have 
contested elections in multi party democracy 
This has been the case with many ot the cast 
European states and Ukraine 1 Lithuania and 
Serbia, while the Slovakian nation is yet to 
get on the road of liberal relorm Russia is 
the latest addition where the Communist 
Party ot the Russian Federation has gained 
a leading position in the Duma 

Like their counterparts in central and 
eastern Europe, the Hungarian relorm 
communists who were swept away by the 
reform winds during the first multi party 
elections in 1990 struck a chord with the 
voters in the elections in May 1994 
promising to ease the high unemployment 
(which was at its peak ot 12 per cent) ind 
inflation (which was at 22 pet cent) rates' 
that accompanied the switch to Irec 
enterprise and multi-party democracy 
Having formed the government in alliance 
with Free Democrats (SZDSZ) they are 
quite likely to complete a lull term The 
socialist* have assumed their new identity 
after their changed stand on communist 
values and acceptance ot a new way of life 

Firsi Muti Party Eieciions 

In Hungary, the electoral law adopted 
during 1989 established popular represent 
ation based on a multi-party system This 
law 4 introduced western type parliamentary 
democracy The change ot the system started 
with the dismantling ot the Hungarian 
Socialist Workers Party (MSZMP) and the 
gradual establishment ot the institutions ot 
constitutionality The MSZP which ruled 
the country tor 40 years was lorccd to step 
down and give up its totalitarian character, 
thus opening up the political arena tor the 


development of a multi party system Thus 
on the eve ot 1990 parliamentary election 
there \ ere more than S3 political parties 
operating in Hungary representing the 
diverse strata of society However only 12 
ot them were recognised as parties eligible 
to participate in the elections according to 
the new election law 
During the 1990 dictions the Hungarian 
Democratic Forum (MDF) had emerged is 
the single largest party with 165 mandates 
The other two coalition partners weie the 
Independent Small Holders Party (FKSP) 
and the Christian Dctnnctalic Peoples Party 
(KDNP) with 43 and 21 mandates 
respectively 1 hey together held roughly 60 
per cent of the seals and could form a 
government (1 able I) 

The Hunganan Dc motratK Forum (MDF) 
a centre right party which stood for national 
values in culture and k hgion unadulterated 
tiee enterprise uonomy with mixed 
ownership, achieved considerable success 
in 1990 securing the highest number ol 
scats It stood lor multi party democracy in 
the political sphere and vowed to carry out 
radical reforms in owner>hip of the means 
of production The 1 KSP one ol the stiong 
members ol the co ilition which stood lor 
restoration ot land to the original owners 
who were forced to yield to the 
collectivisation ot I ind and foimation of co 
operatives under the S'alimst regime in 'he 
late 1940s, it secured 43 scats (II 14 pu 
cent) The FKSP relied on the support ol the 
MDF tor the disintegration ot co operatives 
which became a contioversial issue unlike 
the privatisation ol industnes which took 
place rapidly, without any obstacles from 
the workers Considerable number ol 
members of the co-operatives, both 
erstwhile owners md labourers felt thit 
individualised sir ill holdings of land, alter 
disintegration of «.o operatives, could not 
be cultivated economically They also felt 
that the modern technology and heavy tools 


of cultivation which arc presently employed 
in large co-operatiaves could ndt be used on 
small holdings However, the party did not 
give up the idea of dissolution ot co 
operatives 

The Christian Democratic People's Party 
(KDNP) advocated freedom of religion and 
free play (or Christian institutions It also 
upheld the glorious past of Hungary When 
the economic crisis precipitated during the 
late 1980s the leaders of KDNP added 
cultural and religious dimensions to the 
process ol disenchantment of Hungarians 
towards i ommumsm The parly emphasised 
market economy with soc lal welfare polic ics 
and mixed ownership It performed lunly 
well in the elections It secured 21 scats (5 44 
per cent) The KNDP wishes to ensure 
equality ot agrarian and industrial sectors 
through price and tax reforms 

The Hunganan Socialist Partv (MSZP) 
consisting of the reform soc lalisls and former 
communists defines itscll as a political 
oiganisation accepting foremost the 
communist socialist ind social democratic 
tiaditions of the working class movement 
But it repudiates the die tatoi ship ol the 
proletariat ic both the Stalinist and I cmnist 
veisions of stale socialism It accepts a 
constitutional demociatic state political 
pluralism and a market economy b iscd on 
mixed ownership operating under 
parliamentary control The MS/P did not 
fare loo badly in tfu. 1990 elections gelling 
3H scats (8 55 per cent) but had to gi\c in 
because of the anti Stalinist sweep of the late 
198()s 

I he alliance ot S/DS/ performed fairly 
well with the second highest number of 
scats i e 92 scats (22 8*3 pci cent) in the 
parliament Although ^ZDSZ opposed the 
programmes ol all the socialist parties in the 
fray ind has something in common with the 
MDF it could not strike an alliance with it 
Tht pu fbrmanccol the S/DSZcorresponds 
to the leading role it played in the peaceful 
transition to parliamentary democracy with 
the abolition of state ownership of the means 
of production Its role m the parliament since 
1990 has been constructive especially in the 
establishment ot libctal democratic nmms 
and processes It also played a leading role 
in the establishment of new economic 
institutions 

During the first gcneial elections in 
Hungary there were other p irties such ns the 
Alliance of Young Democrats (FIDES7) 
which had performed on par w ith the KDNP 
at the hustings - they secured 21 scats (S 44 
per cent) Independents got six seats (1 55 
per cent), joint candidates four scats (1 04 
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per cent) and the Agrarian Alliaance one seat 
(0 26 per cent), thus, totalling 386 Many 
other parties in the fray tailed to get any seat 
but altogether had secured 6 per cent ot the 
total votes 

EumoNs o» May 1994 

Just alter the four year term ot a 
conservative coalition* s rule in Hungary since 
1990 people changed their political 
preference hack to socialism by voting the 
MSZP to power The outgoing conservative 
coalition government was led by MDF with 
KDNP and FKSP as minor partners All the 
partners upheld Hungarian nationalism, 
Christian values and private property Their 
emphasis in the political and economic 
spheres was on tiec enterprise and multi 
party parliamcntaiy democracy icspcctivcly 
The election results showed the people's 
disappointment with the economic 
performance 

Alter the parliamcntaiy elections ot May 
1994 the MSZP which won a majority ot 
seats in (he election decided to form a hi oad 
based coalition with the Liberal Alliance ol 
Fiee Democrats The Socialists won 209 
seats (S4 per cent) ot the new 386 inembet 
parliament and the Free Democrats 69 seats 
(18 per cent) (Table 2) together holding 
toughly 72 per cent ol the total seats The 
victory ot the tetormed communists is 
remarkable as the MSZP improved its 
pcilormance horn 33 scats in 1990 to 209 
in 1994 Fven during the anti-socialisi and 
pro rightist cicc toral sweepol 1990 (he MDF 
got only 16*5 scats and in 1994 only 67 scats 
This time the MSZP has attracted voters who 
had voted tot the SZDSZ whose strength 
has been ieduced horn 92 scats in 1990 to 
69 in 1994 

The mam tcatuie ot the Socialists newly 
elected to power in Hungary oi tor that 
matter in all the cast European cuuntncs is 
that they have their roots in the relot nust 
wings ol the communist parties They were 
in powei in Hungary bctoie the emergence 
ot a lull Hedged multi-party system in the 
country 

With the coalition winning an absolute 
majonty with 278 seats GyulaHom a former 
foreign minister and a reform communist 
said people opted loi a strong and stable 
government so that the serious ills ot Hungary 
-poverty inflation etc-could be effectively 
tackled Thecoalition because ot its socialist 
pledge may carry out reforms at a slow pace 
with a need based economy in which people 
will get some benefits They have promised 
to remove inequalities in the Hungarian 
society For this they needed absolute 


majority which Gyute Horn hat got at ah 
appropriate time 

Sot ialist Programmc 

The MSZP which has accepted the social 
democratic norms ot the working class 
movement and a market economy with mixed 
ownership, promised during the 1994 elec tion 
campaign to slow down the reforms whcih 
had resulted m massive unemployment The 
socialist programme aims to lead the country 
out ol crisis establish conditions for a I to 
3 per cent stable annual growth and pledges 
to modernise Hungary s banking system 
This is a long way from the communist 
manifesto But it must be remembered that 
whatever the political or ideological 
struggles almost nobody went hungry or 
was unemployed (unemployment coinpcn 
sation was guaranteed) under the socialist 
regime There was little dillcrcnce between 
rich and poor which of late has increased 
considerably' 

However the MSZP’s economic 
programme compares with that of the Fiec 
Democrats although the former say that 
they will bring privatisation under 
parliamentary contiol The MSZP is content 
to be a serious allot native to the inexperienced 
centre right coalition But it must he 
mentioned that MSZP has little to give 
caiegoiically to the workers As such unless 
a reorientation takes place in the party the 
workcis as a strata will go unrepresented in 
the transition r The parlies which represented 
the workers i c MSZMP the original 
Socialist Workers Party the Social 
Democialtc Party ol Hungary (SZZDP) did 
not get any scats 

A renowned political scientist Irom 
Hungary Elemcr Hunkiss wrote in 1990 
just alter the success ot the centre right 
coalition led by MDF that the new situation 
created after the transition was not yet a 
heaven No doubt the new system with 
parliamentary dcmocray and multi party 
system would be better than the Kommuntst 
Rakosist Kadanst system 1 It would be better 
in two senses On the one hand colonial 
dependence on the tormcr Soviet Union was 
over and Hungary could look for western 
financial assistance with better terms and 
conditions on the other thecivil and political 
rights would be guaranteed But Hankiss 
was disappointed that parties like the Social 
Democratic Party representing the workers 
interests did not get a seat in the parliament 
Only one party i e Independent Small 
Holders Party which got some seats was a 
strata based party He also noted the lack ot 
a party in the parliament of 1990 which 


tefutacattd the v/drkwV interests The big 
parties which came to power in 1990-MDF 
and KDNP - were not organised along any 
strata Hankiss cantioncd that the new 
government could not afford to be insensitive 
to the workers Incidentally the taptd 
privatisation in Hungary under the MDF 
led coalition showed total disregard foi 
workers in the factories and companies 
toiung the latter to look lot help fiom the 
left The reasons lor the socialist vtuoiy 
are as follows 

(1 ) The high late of inflation (22 percent) 
and unemployment (12 per cent) 
understandably made the electorate reach 
the conclusion that no government could be 
worse than Peter Bross’s n (2)The socialists 
pul the discontent among pc oplc to good use 
by vowing to sciap the pnvilutes ol the 
eistwhile ruling class and the appalling 
corruption The socialists did not inaki 
extravagant piomises limiting themselves 


I ABI r I St AIS Sn I KID BY P()l trie Al PARIIIS 
in 1990 El if iions 


Party 

Mandates/St its 

Hungari m Democratic Porurii 

I0S 

(MDI ) 

(42 7S) 

Alliance of Hrec Democrats 

92 

(S7DS/) 

(UtO) 

Independent Sm ill Holders 


Paity (PK.SP) 

(II 14) 

Hungau m Sou ilist Party 

31 

(MS/P) 

(8SS) 

Alliance of Young Democrats 

21 

(HOPS/) 

(S 44) 

Christian IXmouitR People s 


Party (KDNP) 

(S 44) 

Indcptndi nts 

6 


(1 *5S) 

Joint undid ites 

4 


(1 04) 

Agrarian Alliance (ASZ) 

1 

(0 26) 

Total seats 

386 

Note Percent igcs within brackets 

Souue Doth News Budapest April 10 1990 

D<ul\ Ness v Election Special March 1990 

Tabi l 2 ShAis Si ci hid by Major Politic ai 

Par iils in 1994 Elk tions 

Party 

Scats/Mandjics 

Hungarian Socialist Party 

209 

(MSZP) 

(*>40) 

Alliance ot Free Democrats 

69 

(SZDSZ) 

(180) 

Hungarian Democratic Forum 

37 

(MDF) 

(10 3) 

Total seats 

386 


Note Percentages within brackets 
Source Compiled from The Timet of hidiu 
May 31 1994 and The Hindu June 2 
1994 
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to modekt claims ol being a better alternative 
to the MDF and bringing privatisation undei 
the control o! parliament (The Hungarians 
were angry over the Bross government 
imposing repressive taxes in the name of 
economic reform, discouraging new 
industries and hence the generation of jobs 
(4) The Socialists projeited experience 
particularly in sharp contrast to the MDF s 
disarray (5) Voters in Hungary were 
influenced by the reform communists wave 
which has been sweeping acioss Luropc 
Taking cue from Poland Romania Serbia 
IJktaine and Lithuania many Hunganans 
might have opted lor MSZP in anticipation 
ol a revision ol social security measures 
(6) 7 ht Socialists have given an assuiance 
of hrineim! privatisation undei patliamctu 
ind projtiitd themselves as a senous 
alternative to MDF 

Notes 

11 Jin (h inklul to I) is c upl l of Gokh lie Inslilule 
Pune met liar i t opil head depaitmeniot political 
sc nee UnivuMtY ol Hyde rah id loi their 
comim ms on e it lie i vusions ol this piper this 
is i KMsed \usion ol the woikingpipei hiought 
out unclei (Ik spend issistanee ptogrmmie ol 
Ihe dcpaitmeiii ol political eunci Unireisit) ol 
HyelcuhuJ viuitn altu n > lengthy discussion 
with Haiio Pc lu deputy due c tor Hung man 
lidoiiiijiion md C ultunl Gentle N w Delhi in 
Oelohcr I isi | 

I IJknine provides m extunic example 
where orlhodox/oiimn il communists 
have come topowu in successive elections 
ilte i hre ikinj tioin the formu Soviet Union 
The llfi unian Gommumsi H utv and us 
lilies have won I IK se Us in April 1994 as 
a r iinst ihe ictorniisls who won a muc IS 
se its 

In Pol ind m (lie e lections to tin parlmncnl 
on Septcmbci l 1 ) the Dtinou ilic (ell 
Alliuiee (SID) ‘turned by different 
gioupini* of loimei eomimmists wis 
ietuined with the hugest uumbei of seats 
with 20 4 per cent ol voles it secured 
171 seals out i * 460 The othei party with 
former communists was the Polish 
Peasant Parly (PSL) which claimed 128 
seats Ihe Deinoerilie Union which 
headedthe government b iggcd only 69 
seals 

The latest tddilion to (his senes ot 
countries where communists have either 
iccovcrcd or become victorious is Russia 
where the Communist Pirty ol Russian 
Federation (CPRF) has gained leading 
position in the elections to the Duma held 
last December It may be mentioned that the 
communists ol (lie foimer Soviet Union 
were the I ist in facing the senes of defeats 
all over eastern Furopt ind the fonnei 
Soviet Union They have also been Iasi in 
Russia the traditional eentie of communism 


to recover thus completing the circle of 
recovery/restoration ot communism in a 
modified form 

2 During 1989 the MSZP was igvept away 
in the anti-Stalimst wave although it broke 
with Stalinism both ideologically and 
organisationally It was also in powerbefore 
and during the 1990 elections However 
what could be inferred from its failure to 
come to power in 1990 is that the people 
were still suspe etmg its credentials and were 
apprehensive that the reformists would 
reabsorb Stalinist elements if they were 
voted to power Not only that different 
people were organised in different parties 
in which the revived Stalinist party 
(ie Hungarian Socialist Workei'tftaParty) 
vas routed along with Social Democratic 
Party of Hungary (MS7DP) and Independent 
Social IXmoet jtic Party However the 
refoun communists (MSZP) could enter the 
purlument with 11 seats 

1 Election eve iceounts showed that the 
inflationary pressure which was IK percent 
in 1990 had not been curbed rather it had 
been allowed to mere isc Under the outgoing 
MDF go\cinmcn< the real income of at 
It isi two thirds ol the people had dropped 
by about 20 pei cent compared to I9K0 
W itching the 10 pci cent of the people get 
obscenely rich in four years of Democratic 
Ftont rule could only have* infuriated 
people luithei In addition the MDF 
government formulitcd a repressive tax 
policy in the mint ol economic reform 
discoursing ikw industnes and thereby 
genu ilion of |obs 

4 In 1989 the Hung mm parliament adopted 
a new election liw id|iislul to the new 
'Oluition The linul unent il principle has 
been Ih il Ihe vepusciit ilion of Ihe parties 
which get into pulianunt should be 
propoitiomte to tin suppoit they enjoy in 
society To make this support measurable 
election disliieis npuiiing with lists have 
been set up Alon r with tlu lists the survival 
ol individu il e onslituenucs has been 
provided lor the dual requirement on the 
one hand of piopoitionil representation 
according to multiputy system and on the 
other complying with the preference for 
individual represent itives combind with 
the still unsettled n itun or the party pattern 
led to the creation ol a complicated election 
I iw The new method also provides for a 
novel method ol nomination a more 
(lunoeiatie way ol ctaining the right ol 
noininition for ihe population To he an 
tiigible candid itc l would be nominee has 
to she w evidence (lat he has some social 
backing that he t in count on at least 7S() 
vote rs who will sohut recommendation slips 
fit the populai confirmation of his 
candidacy Tfic point to be noted is that the 
suppoit given to he reform communists in 
this compile ih (I framework of law 
eon isting of mixed provisions is strong 
and conscious 

5 Bor Adam k (1994) Ex Communists 


Sweep Foils in Hungary \ Tke SktteAtmw 
(India) May tl 

6 Eashvaraiah P(I990) ‘PoliticalTransition 
in Hungary Some Reflections on Marxist 
Theory and Practice unpublished draft 
Working Paper Department of Pofttology 
Eotvos Lorand University Budapest 
August 

7 Bor op ut 

8 Boycs Roger (1994) Communists Making 
A Gome Back in Europe Ihe State \huih 
(India) May 11 

9 The term Stalinist Raknsist Kadarist ref ere 
to i favourite expression used by anti 
Stalinist ideologues and social scientists in 
Hungary Rakosist rtftis to (Ik regime 
character of Rakosi who worked hand in 
glove with Stalin in the curly ytuis ol 
consolidation of Stalinist regime with 
forceful collectivisation ind repression 
disintegrating different networks ot the 
civil society However Kadarist retcis to 
post I9S6 revolutionary period with soil 
Stalinist methods and also deviation 
Irom orthodox Soviet models under Jjiids 
Kadar 

10 Peiu Bross was the second prime minister 
ol the MDF led coalition alter Antall Josef 
died ol ill health he lore the completion Ol 
his term 
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Marxist Perception of Indian History 

Dipesh Chakrabarty 

Essays in Indian History: Towards a Marxist Perception by Irtan Habib, Tulika, 
Delhi, 1995, pp x + 189, Rs 450 


READERS will be grdtelul that many ot the 
essays Irfan Habib wrote between the 1960s 
and the 1980s - ‘'over a span of some thiity 
years*', says the author - have now heen 
brought together m one place Whether ont 
agrees with him or not there is no question 
ot denying the very uistmguishcd and onginal 
contributions that Irtan Habib has made to 
the study ot Mughal Indian history The 
achievement ot his youth Agianan Swtem 
of Mughal India (Bombay 1961) was a 
pathbreakini* courageous and magnificent 
book The articles collected in this book 
however belong in the main to a later pci tod 
ot Irfan Habib s career when he was 
deservedly called upon to play roles larger 
thar that ot a specialist on Mughal agranan 
hi'iory His strengths arc not consistently 
visible in these essays but as essays liom 
somebody whose commitment anddi votion 
to anti imperial and pro people historio 
graphy is beyond question they deserve our 
serious attention 

The essays show how widely Habib ranges 
in Indian history horn the Indus Valley 
Civilisation to the colonial economy with 
naturally a tew essays on what might be 
considered his home turf the economic 
history ot India under the Mughals 1 here 
are also three survey type essays on I he 
Peasant in Indian History Caste in Indian 
History and Ihc Social Distribution ot 
Landed Property in Pic British India 
Colonial India merits thice polemical essays 
all ot which enjoyed wide audiences when 
they were ongmally published Hie essays 
arc connected by Habib s interest in a 
common set ol historical issues theories ot 
modern unpciialism structural aspects ot 
social stiatilication and class loimation 
modes ol extraction ot surplus by the tilling 
classes in difletent periods and tornis ol 
class struggle rhtie is in addition as the 
subtitle suggests a second agenda to the 
book it is to elaborate what a Matxisi 
perception ot Indian history might look 
like Habib does not expect his leader lo he 
already a Mai xist I he ptclacc says What 
|thc readet) may be expected to be interested 
m is whether wi can undetstand oui past as 
a people hcltct by giving due weight lo the 
interaction ol material conditions chsses 
ideas and ckfts struggles which it was the 
great achievement of Mai x to establish both 
in theor\ and in actual work ot description 


and analysis (Preface p vn) Two essays 
specifically address this agenda, one on 
'Problems ot Marxist Historiography and 
the other on Marx’s Perception of India 
It is not possible in the space ot a short 
icviewtodiscussindetail every single essay 
Written at different times lor ditlcrent 
audiences they perform unevenly when 
biought together between two covers 
Besides, they do not seem to have been 
revised in any way so there is a large degree 
ol repetition ot themes and material between 
the ditlcrent essays The essay on 
Potentialities lor Capitalistic Development 
in the Economy ol Mughal India (1968) 
still shines lor its careful consideration ot 
evidence its intelligent aigumcntation and 
an open mindedness that avoids the habit ot 
deciding issues by ideological prclerences 
cilhct Marxist or nationalist Habib is 
generally sure tooted and interesting on 
medieval India In lus debates with con 
tnbuiors such as Moms David Morns and 
Alan Heston lo ihe Camhiulgt Cumomu 
Histon of India vol II he is polemical in 
a hard hitting manner He makes a good case 
lor the argument that Bnlish rule in India 
was economically extractive (i c lor sup 
poiung the nationalist point about the drain 
ol wealth trom India to Britain) and 
delctcnous tor traditional Indian handicrafts 
He also sustains Amiya Bjgchi s point that 
having a national as distinct from a colonial 
government would have made a big 
difference to Indian industrialisation in the 
19th and early 20th centuries Habib - or 
tor that matter other nationahst-Marxists 
making similar points - seem persuasive to 
me in terms ol (he specific criticisms they 
make ol the particular features ol the eco 
nomic reality m India under British colonial 
rule (such as de industrialisation and the 
drain or discrimination faced by Indian 
industrialists and (rankly the Cambridge 
denials ot the reality ot colonialism appear 
no less ideologically motivated than 
nationalist positions) The question ot how 
oi to what extent these became the only ot 
the most critical determining factors in 
underdeveloping India remains open The 
problem with this debate is ot course that 
it is so polarised that it ends up making a 
cancature ot all that one normally 'funks of 
as the 'complexity (to borrow a word often 
applied by some leading Indian historians 


in criticising allegedly one-sided statements) 
of a histoncal situation The nationalist ire 
and sarcasm at Cambridge positions are 
understandable sentiments but both ol these 
posiuons ate extremes dictated by ideological 
oppositions Readers, depending on their 
ideological preferences, can decide which 
way to jump I jump with the nationalists 
But let us return to Habib* s explicit agenda 
Do these essays display or deploy a set ot 
methods that help us to understand our pasts 
bettei } The answer will have to be yes and 
no Fundamentally Habib’s methods arc 
useful when it is a question ol working out 
how m Muslim or British India surplus was 
extracted trom the producers ot the country 
by the ruling classes He is interested in the 
mechanisms ol surplus cxtiaction this is 
what he has learnt from Marx and it is 
something he docs well lor the periods toi 
which relevant informatior is available 
Students interested in learning the tools ut 
this kind ot analysis will benefit trom looking 
at Habib's exercises 
But the li nutations ol his Marxism become 
obvious when wc look at his treatment ot 
the material lor ancient India First ol all 
there is a peculiar kind ol technological 
determinism that drives the analysis Just as 
lor Gordon Ghilde the appearance ot hron/e 
signalled the appearance ol European 
universal reason in history (see the 
discussion in Michael Rowlands Childc 
and the Archaeology ol Freedom in David 
Hams (ed) The Archaeology of Goidon 
Childe Contemporary Perspectives 
Chicago 1994 pp 35 54) Habib invests a 
similar progressive faith in non Once iron 
emerges it ineluctably leads to all kinds of 
revolutionary changes that span not fust a 
one or two hundttd years but lucially 
hundreds ot them The presence ol iron in 
the upper Ganga tcgiun Habib tells us is 
testified to around 1000 BC or 800 BC (pp 
63 117) 'In its unmedtati impact says 
Habib ‘iron seems to have caused a lapid 
spread ot the clearings' (p 117 emphasis 
added) and continues on the following page 
the Gangcut foicsts also biought in a new 
element ot population which in the Indus 
basin could not Invc been vciy important 
- the hunting folk As the agricultural com 
mumties initially penetrated the Gangetic 
basin the forest became accessible to the 
hunting tribes On the other hand the 
expanding population of the agricultural 
settlements would piovtdc markets lor 
forest pioduce In return the hunters 
could supplement their own lores! diet with 
foodgratns It is possible to suggest that all 
around settled communities the lood 
gathering population kepi on expanding 
and the Nagas Kolis and the Nisadas would 
flourish They were impoi tant enough even 
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by (he end of (He fourth century BC l*o be 
mentioned by Megasthene*) <pp 118-19) 
All this just because of iron - gives a new 
meaning to the phrase ‘the iron laws oi 
history ' 

The ihemc is continued tor a while We 
are told that extended use ot iron* and the 
growing multiplicity ol crops*’ were two 
tactors of critical importance* in causing 
from around 500 BC an immense ac 
celcialion in the process ol change tor almost 
500 >ears which uni vernalised peasant 
production and also simultaneously created 
a caste di v ided peasant ry (p!20) Similarly 
the theme occuis on p 63 With iron the 
Aryans could penetrate the dense torests ol 
the Ganga plains A tew pages later (pp 69 
70) we get the aigument via Kosamht that 
onct skills like iron smelting becatm widely 
known and the population ot uattsmen 
increased individual artisans could begin 
moving to the villages This ruralisation 
marks the lust five oi six centuries liter 
Chnsi as sixtheentuiy epigraphs inlioduce 
us to the vill ige e irpenter with hts own 
stpirile plot in the peisant villige These 
cpigr iphs which I exptet aie available only 
loi i traction ol the villages that existed in 
the sixth century arc then in a npid le ip 
ol C hildc in imagin ltmn made to reveal the 
potential tor a universal process ol demo 
ciaiisjiionot agriculture true torevery single 
village 

When an h | emphasis idded) village had its 
owncupentci smith and poltci it would not 
only make the village sell sufficient hut it 
also could to bormw \ phiase from Got don 
Ghilde dunoeiatiseagiieultuie eteheulti 
vatoi having access without need ol an 
intumcdiaiy to his essential pioduetivc 
needs (pp 69 70 the theme* of demociati 
sationnf igneultuic turns upon 122aswcll) 
Historians would normally retrain from 
attributing to one or two technical lac lots 
huge social changes occurring i ver hundreds 
ol yeats Complicated stones concerning 
social iclalionships ideational structures 
political snuggles historical contingencies 
etc would usually intervene Think ot the 
Punjab canal colonies introducing large scale 
irrigation technology and Imran Almi David 
Gi I mat tin s work on that history Nobody 
would write a narrative in which so much 
followed Irom just one piece of technical ni 
technological innovation and this lor a period 
much much shortci than five hundred years 
Historians typically would bring m all kinds 
ol other and minute and contingent variables 
into play ranging Irom British policy to 
Punjabi politics Or would one evei think 
ot writing histones ol modem European 
settlements in the New World on the basis 
of available technology alone 7 Admittedly 
comparable information that would make 
lor a more complicated story is scarce for 
societies in ancient India But irom where 
does the assumption come that in the ancient 


period of Indian history one is dealing with 
societies whose parameters are so easily 
visible 7 Why would the societies that 
discovered the uses of iron be amenable to 
being so fully determined by that discovery * 
The answer lies in how Irfan Habib 
understands Mafx Some ot this he shares 
withusinthechapleron Problems of Marxist 
Historiography 

It is in this chapter that Irfdn Habib tells 
us that he understands Marx s view ot history 
to have been one m which human beings 
moved horn a st igc where ideas contained 
moic misperceptions ol the material condi 
tions ot the world to one in which they cor 
icspond itioic to ltdluy The further hick 
we go into the pjst thuclure the less el feci 
ive will be the re tltn ol ideas in having an 
ivnpac t on changing people s circumstances 
In wh it really is i piuc of unbridled Hcgc 
liunism Irian Habib thinks ot History as a 
movement Irom blindness to insight But 
lest I should be ac c use cl ol misreading Habib s 
text let us hear him m his own words 
When he |M tixJ said that ideas become a 
mutual foicc once tliev have gnpped the 
masses Ik sillily me ini that consciousness 
once genei ilised delimits the ungc ol ideas 
ol individuals md social action Religion 
and i lee oi community prejudices eould 
coloui thss stiujjles and shape then 
results Whit hippencd in the epoeh ol 
capitalism md [the] siitniific levolulion 
wistheeieitionol i possibility rc realised 
in Maixism of in ippioximatcly closer 
pciec p>ion ol the m »dc of production and 
social i Uationslups with i view to a far more 
resolute guidinec ol the Uansfon ition or 
social it volution But suiely this means 

th u the iole ol ide is compared with earlier 
periods has been substantially enlarged 
blind struggles have been replaced by sighted 
ones Can we not go further and say that this 
has been a fcatui c ot human development ’ 


1 * * 

I fed convinced that Marx believed that 
ideas would be attaining Confinuoudy greater 
importance in the future that Marx looked 
forward to ideas it last gaming ascondanes 
over matter noi by any spiritualist cxeicisc 
but by the abundance ot material wealth 
which communism would ultimately produce 
(pp 3 4) 

1 do not know whether to categorise this 
as blindness or insinht Whatevci it is this 
gloss has had little contact with what has 
been discussed about Marx in the last 20 
ycais in I nglish language sc holarship Irfan 
Habih himself declares with a pride that is 
barely concealed that many recent trends 
in historiography such as Namicrism 
French New History Suhaltcrnily and 
Postmodernism have passed me by (would 
say forget such esoteric material forget 
loutauli Derrida Bourdicu SaidorGuha 
No one expects Irfan Hahih to take the 
linguistic turn (otherwise there would be 
a lot to say about the way he uses modernist 
coloni d categories like tribe and caste 
on the problematic nature ol which social 
thcoiists have written many pages) 
Unfortunately it seems thil what havi llso 
passed him by aic the discussions among 
Marxists in the I97()s and 1980s about 
Gramsci and the role of human practice and 
ldias in history the dehalts around 
Althusser s work ind Thompson s critique 
of it (barring a superficial reference to 
Althusser on p 3) the arguments in English 
Marxism or even any recent discussions oi 
the status of Gordon Childe s once* 
imaginative hypotheses among professional 
archaeologists today 
What disappoints me about Lhe&e pieces 
is to see how insulated they are from other 
discussions about Indian society and history 
in the very period in tihich' they were 
composed One of Irfan Habib's and our * 
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tames is Kosambi But there ts nothing hem 
resembling Kosambi's interest in ethnog¬ 
raphy, held work and in ethnographic 
theories There is no sign of engagement in 
these pages with ethnography or ethno¬ 
graphic discussion of castes’ or ‘tribes 
conducted in the 1970s or 1980s (with the 
singular exception ol Dumont’s text-based 
theories) not with the analysts ot colonial 
knowledge that Bernaid Cohn was 
developing in this period nor with the 
methods ot textual analysis that Veena Das 
tor example was pioneering lor Indian 
soc lology What these pages bear testimony 
to are Irtan Habib s strong commitment to 
anti-imperialist history, his devoiion to a 
certain kind ol Marxism to his tendency to 
view economic histoi y as the most important 
clue to history generally and combined 
with all this to a certain set ot qualities 
which - it I may use Irtan Habib s own 
description ot hnnscll (p vm) - come across 
to the reader as the natural rigidities inhcicnt 
in the author s intellectual tramework 
Do these essays then, give the reader a 
better method tor understanding the medieval 
and modem periods in Indian history Ml we 
think the key to the past lies in understanding 
the mechanisms that i tiling gioups set in 
place tor the appropriation ot surplus produce 


ot the society then theseevsays will definitely 
give us a start But hot it an understanding 
ot out pasts requires us to take culture and 
ideas seriously both ours and ot the past 
Consider the two most important features ol 
Indian society caste and religion Irtan Habib 
does not have a chapter on religion but 
there are statements which reveal what he 
makes ol it For example 

Religious ideology suivives long alter the 
society loi which the panicuiai icligion had 
suvtd as a lattnnalisation has disappeared 
(p 164) 

the concept ot punty and pollution were a 
lation ilisaiion ol this basic economic tact 
(PI66 sec also pp in 126 which icmloicc 
this \ k wol icligion in tu insol its legitimising 
capability ) 

He I ices the same problem in dealing with 
the ideology o! caste This is particulaily so 
in discussions ol landlessness produced not 
so much thioughexpropiiationol the peasant 
producer horn the land by economic 
mechanisms as by the injunctions ol caste- 
hierarchy wheteby ccitam catcgones ot 
people - the so called menial castes - wetc 
pt even led ttom holding land in Mughal and 
pre-Mughal India even when the land/man 
latio favoured men (see pp 10S-06 I4V44 
166) II land was plentiful and yet there was 


landlessness because ot caste uyunctiuns, 
then how does one explain this enforced 
landlessness without looking on texts, 
scriptures and even violence or force itself 
as so many instances ot ideological practice 
that is to say without granting ideas a kind 
ot autonomy - or, it I may speak a particular 
lingo, without granting the signs ot ‘purity 
and pollution' their arbitrary quality - that 
takes ideas and social sigmtiers beyond being 
mere rationalisations ol economic facts > 
Yet in his c haptcron Caste in Indian History 
Irtan Habib concludes its penultimate section 
chaiactcnstically by insisting that caste was 
deep down nothing othei than class 
The caste system helped essentially to 
maintain not a fabric of imagined purity (it 
it did it was incidental) but a system ot 
class exploitation as ngoious as any othu 
<P 172) 

I hus I have my disagreements with Ii fan 
Habib But the book deset ves a wide audience 
as ii lakes a stiong stand on some of the 
issues exercising debates m Marxist 
historiography in India Irfan Habib wntcs 
clearly and with conviction The book is 
well produced and nicely presented 
Howes ei cutting out the element ol repetition 
between essays would have made it shoitet 
and perhaps less expensive 
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GPDeshpande 

Adorno: The Stars Down to Earth and Other Essays on the Irrational in 
Culture, Routledge, London and New York, 1994; pp vi + 176, £ 12.99. 


THERE have been three major thinkers of 
interwar Marxism that have been sought to 
be appropriated by so-called ‘western* 
Marxism (the term sounds very much like 
socialism in one continent or socialism with 
European characteristics, but let that pass) 
and later by post-modernism. They are 
Lukacs, Benjamin and Adorno. WithLukacs 
it was a bit difficult, what with his reluctance 
to part company with organised and state¬ 
controlling left parties. With Benjamin and 
Adorno it has been feasible. No discourse 
on culture in terms of ‘western Marxism’ 
and ‘post-modernism’ is complete without 
reference to these two masters. Martin Jay 
has in fact celebrated him for his “scorning 
calls for solidarity by more orthodox 
Marxists’’ and his stubborn defence of “the 
virtues of what he called nicht mitmachen , 
not playing along or compromising in the 
name of practical expediency”. His refusal. 
Jay goes on to add, “to compromise grew 
out of a characteristically western Marxist 
insistence on the utopian potential of 
modern society...” 1 Utopian or otherwise, 
what is characteristically western about it 
must appear less than clear to non-western 
minds. 

Anyway, this ‘Utopian potential’ was 
based on ‘reason’ and the primacy of the 
rational which the enlightenment had finally 
and irrevocably established and which the 
post-moderns are trying to question. This is 
the reason why we get Adorno as Lyotardian 
devil, “The self-deceived trickster of the 
dialectic, employing the age-old tool of 
sophistry as a way of keeping alive the 
exhausted religion of history, not realising 
that the mournful figure of self-sacrificing 
dialectician already contains in itself its 
demonic parody that all brooding theory is 
already buffoonery.” 2 But enlightenment 
rationality never really left Adorno. He, like 
Benjamin, had only just one thought, to 
develop a cultural critique based on that 
rationality. As George Lukacs said once, 
“every human being of substance has just 
one thought, indeed, one may ask whether 
thought can ever have a plural”.' 

The essays brought together in this volume 
speak a lot for Adorno’s concern for 
enlightenment-rationality. The longest essay 
relates to his analysis of the Los Angeles 
Times astrology column of the early 1950s. 
This appeared for the first time in Telos in 
1974. His 'Theses against Occultism' has 
already been included in his earlier book 


MinimaMoralia. ‘Project on Anti-Semitism’ 
was published in Studies in Philosophy and 
Social Science , Vol IX, pp 124-43, and the 
last one “Anti-Semitism and Fascist 
Propaganda has been included in a book 
edited by E Simmel (Anti-Semitism: A 
Social Disease) which was published in 
1946. 

The longest of these essays is the one on 
the astrology column of the Los Angeles 
Times and constitutes the bulk of the book. 
This essay makes for fascinated reading 
because one encounters astrology columns 
from small town papers to so-called metro¬ 
politan newspapers. One sees astrological 
magazines here too. What Adorno does in 
his content analysis is amazing indeed. 
Astrology is a cult. So has science become 
in modern times or post-modern times. 
Adorno must be the only analyst who has 
seen the difference between astrology and 
theology or religion so clearly and so 
tellingly. Astrology wants to be treated as 
a science. Rationality and science can be 
easily divorced when the irrational par 
excellence , i e, astrology, is projected as 
science. In an interesting footnote he says: 
A study on science fiction would be 
worthwhile. This widespread fad may owe 
its tremendous popularity to its ingenious 
solution of the conflict between irrationality 
and common sense. The science fiction reader 
need no longer feel ashamed of being a 
superstitious and gullible person... Thus, the 
term ‘another world’ which once had a 
metaphysical meaning, is here brought down 
to the level of astronomy and obtains an 
empirical ring... 

Why he has chosen to confine these 
remarks to a footnote may well be a moot 
question. But this would give some idea of 
his concern about the 1 irrational' nature of 
mass culture under late capitalism. In fact, 
his third thesis on occultism is that “by its 
regression to magic under late capitalism, 
thought is assimilated to late capitalist forms” 
leading to (as advocated in the fourth thesis) 
“subjectification of all meaning, the 
complement of reification”. 

One wonders what happens in a backward 
society. Just when Adorno was commenting 
on “subjectification c fall meaning”, a journal 
in UP published a special number on 'Hindu 
Sanskriti’ (Hindu Civilisation). It carried a 
few verses from Yajurveda along with their 
translation. The translation would make 
sense only if one would accept a position 
that all meaning is ‘subjective’ or that sub- 


jectificatton of 
in which a text can be mad 
One could not help thinking of Indian/ 
Hindu discourse on astrology as one read 
these essays. “While there are continuous 
hintsof conflict and unpleasantness, itimpliet 
that whoever is aware of these situations will 
somehow be taken care of’ (emphasis added). 
In Indian astrology it is rarely, if at all, 
'somehow*. A practising astrologer has 
theories of ‘graha santi’ (pacification of 
stars) for the situations to be taken care of. 
That’s why you have a 'vastu santi’, 
pacification of stars as you enter a newly- 
built house (or apartment). In a complete 
system which claims to be scientific in many 
ways, nothing can happen ‘somehow'. An 
Adomo like study of our astrology columns 
and magazines would yield substantial 
material on the irrational in our culture. 

With all this, however, it needsto be stated 
that this is a profoundly pessimistic book. 
Adomo and Benjamin present the melan¬ 
choly and the pessimistic in the western 
Marxism. Indeed this may be the reason why 
they have been so easily appropriated. Or 
it may be that Adomo takes a rather awe¬ 
inspiring view of the irrational in late 
capitalism because as he put in Minima * 
Moralia , “the dialectic advances by ways of 
extremes”. 4 He has to take an extreme or an 
exaggerated view even if it tended to be a 
bit gloomy and grim. As Jay has pointed out, 
“Adomo emphasised the critical role of 
exaggeration in cognition, exaggeration that 
brought into bold relief the tensions in a 
force-field ( kraftfeld )... rather than smoothed 
them over”.' This might explain the 
pessimism which stands out in this book. 
But then eaily 1950s left little room for 
optimism. Things are much worse at the end 
of the century. It is important to remember, 
as Adomo does at the end of his essay on 
the astrology column, that the philosopher 
Libniz felt profound contempt only for 
those activities of the mind which aimed at 
deception and named as the main example 
for such activities astrology. 

Notes 

1 Martin Jay. Adomo, Fontana, London, 1984. 

p 16. 

2 Lyotard, 'Adomo as The Devil*, Telos, XIX 
(1974), pp 127-37. The same issue carried the 
essay The Stars Down to Earth'. This summary 
of Lyotard's view has been taken from Max 
Pensley's review of David Roberts’ book 
Aesthetic Theory after Adomo in New Gemum 
Quarterly (63), p 162. 

3 Cited by Gyorgy Marcus in his essay, 'Life 
and the Soul: The Young Lukacs and the 
Problem of Culture’ in Agnes Heller (cd), 
Lukacs Revalued, Basil Blackwell. Oxford, 
1983. 

4 Minima Moralia, Verso, London, 1974. p 86. 

5 Martin Jay. op cit, p 15. He also dies the 
Minima Moralia remark on the dialectic. 
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(Amounts in thousands of Indian Rupees) 


BALANCE SHEET AS AT MARCH 31 1996 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1996 




INCOME 

Interest earned 
Other income 


EXPENDITURE 

Interest expended 
Operating expenses 
Provisions and 
contingencies 


PROFIT 

Net profit for the year 
Profit brought forward 


APPROPRIATIONS 

Transfer to statutory reserve 
Transfer to remittable 
surplus retained account 
Remitted to head office 
Balance earned forward 


1,128.446 
154 727 


941,144 

94,334 


1,28\173 I 1,035 478 


666 954 
223 861 

253,887 


1 144,702 


138,471 

179,903 


318,374 


27.700 

44,300 

57,010 

189,364 


318,374 


460 589 
151,391 

262,108 

874,088 


161,390 

107,513 

268,903 


32,300 

56,700 

179,903 


268,903 


The accompanying notes are an integral part of this statement 

The accompanying notes are an integral part of this statement 

A Aneja & Co 

Banque Nationale de Pans 

Chartered Accountants 

Indian Branches 

Sd/- 

Sd/- 

Anil Aneja 

David Myatt 

Proprietor 

Deputy Chief Executive 

Mumbai 


June 29. 1996 
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BANQUE NATIONALE OE PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31, 1996 
(Amounts m thousands of Indian Rupees) 


I. Summary of Significant Accounting Policies 

(a) General 

The accompanying financial statements are prepared under the 
historical cost convention (as modified by note 1(e) below) and 
conform to statutory provisions and practices prevailing within 
the banking industry in the country 

(b) Transactions Involving foreign exchange 

(i) Monetary assets and liabilities are translated at the ex 
change rates notified by the Foreign Exchange Dealers 
Association of India (‘FEDAI) at the year-end except m the 
cases of deposits accepted under the Reserve Bank of India s 
(‘RBI’) Foreign Currency Non-Resident Accounts scheme 
(‘FCNRA’), which are valued at the relevant rotes notified by 
the RBI In respect of deposits under the Foreign Currency 
Non Resident Banks scheme (‘FCNRB’), which are swapped 
into rupees at the spot rate prevailing on the date of acceptance 
the profit/loss on the swaps arising out of the difference in 
the exchange rale on contract dale and maturity date is reported 
under 'other liabilities and pro rated over the tenor of such 
FCNRB deposits All resulting profits/losses on year-end 
revaluation are included in the profit and loss account 
(u) Income and expenditure items are translated at the exchange 
rates prevailing on the date of the transaction 
(in) Outstanding forward exchange contracts and spot exchange 
contracts are revalued at rates of exchange notified by 
FEDAI prevailing at the year-end and the resulting profits 
or losses are included in the profit and loss account 

(c) Investments 

Investments are valued in accordance with the circulars of the RBI 

( l ) Investments in Government and other approved securities 
and bonds, intended to be held to maturity, are valued at 
cost In case the cost price is higher than the face value 
such premium is amortised over the period to redemption 
Where the cost pnee is less than the face value such 
discount is ignored 

( 11 ) To accord with the cuculors of the RBI relating to the valu 
ation of current investments Government securities, not 
intended to be held to maturity are valued at market value 
Market value is determined on the basis of market quotations 
at year-end, as indicated by the RBI Net depreciation, if any 
is provided for, net appreciation, if any, is ignored 
(in) Debentures, being unquoted, are valued at carrying cost 

(d) Advances 

Doubtful advances are identified by periodic appraisals of the 
portfolio by management, and appropriate provisions are made 
The related interest on such doubtful advances is credited to an 
interest suspense account and not accrued as income until received 
Advances are stated after deduction of provisions and interest 
m suspense 

(e) Fixed assets and depreciation 

(i) Fixed assets, other than premises, are stated at cost less 
depreciation 

(u) The Bank had revalued its entire premises at March 31 
1993 by Rs 373 4 million and its premises at Bombay at 
March 31, 199$ by a further Rs 337 7 million based on 
their market values determined by a Government registered 
valuer The surplus arising out of such revaluations had been 
credited to a revaluation reserve 

(m) Depreciation on premises is provided at I 63 per cent pei 
annum on the straight line method The difference between 
the depreciation so detemunedand the depreciation computed 
on the original cost is transferred from the revaluation 
reserve to the profit and loss account 


Depreciation is provided on all other fixed assets on the 
diminishing balance method at rates ranging between 10 
and 25 per cent per annum Depreciation on additions 
made after September 30, 199$ is provided for half the 
year 

(f) Retirement benefits to staff 

The Bank has created separate recognised funds for provident 
fund pension and gratuity benefits to employees Pension and 
gratuity benefits arc based on an actuarial valuation at year- 
end by an independent actuary 

Owing to the introduction of Accounting Standard 1 $ ‘Account¬ 
ing for Retirement Benefits in the Financial Statements of 
Employers' by the Institute of Chartered Accountants of India 
from this year, and in accordance with the Bank’s accounting 
policy, the Bank is required to contribute a further amount of 
Rs9 6 million to the Bank's recognised pension fund at March 31, 
1996 The Bank intends to fully provide for this liability over 
the estimated average remaining working lives of its employees 
Liability for leave encashment benefits is provided in respect 
of the entire encoshable leave balance at year-end 

(g) Net profit for the year 

The'net profit disclosed in the profit and loss account is after 
accounting for, inter alia, provision for income-tax, provision 
for doubtful advances, net depreciation (if any) in the value of 
current investments and other necessary provisions 


1996 

1995 

2 Capital 



Capital 

10,000 

10.000 

Deposit kept with the Reserve Bank 



of India under Section 11(2) of 



the Banking Regulation Act 1949 

I42,$00 

112,000 

3. Reserves and Surplus 



Statutory reserve 



Opening balance 

126,37$ 

94 075 

Additions during the year ( 

27,700 

11 ■! 

Closing balance 

1 $4,073 

126,375 

Remittable surplus retained account 



Opening balance 

285,77$ 

229,075 

Additions during the year 

44,300 

56,700 

Closing balance 

330,075 

285,775 

Revaluation reserve 



Opening balance 

704,854 

367.283 

Additions during the year 

- 


Transfer to profit and loss account 

(11,688) 

(79) 

Closing balance 

693.166 

704.854 

Balance in profit and loss account 

BEEl 

179.903 


1,366,680 

1,296,907 

4. Deposits 



In India 



Demand deposits 



From banks 

5,429 

4,761 

Frapi others 

1,910,321 

1.243.313 

Savings bank deposits 

172,113 

168,401 

Term deposits 



From other than banks 

2,087,477 

1,898,544 


4.175.340 
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NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31, 1996 

(Amounts in thousands of Indian Rupees) 


5. Borrowings 
In India 

Reserve Bank of India 
Other banks 

Other institutions and agencies 
Outside India 


Secured borrowings included above 
i Other Liabilities and 


Bills payable 

biter-office adjustments (net) 

Interest accrued 

Others (including provisions) 


7. Cash and Balances with 
Reserve Bank of India 

Cash in hand (including 
foreign currency notes) 
Balances with Reserve Bank 
of India 

In current account 


8. Balances with Banks and 
Money at Call and 
Short Notice 
In India 

Balances with banks 
In current accounts 
tyoney at call and short notice 
With banks 
Outside India 

In current accounts 
Money at call and short notice 


f, Investments 
In India 

Government secunues 
Other approved securities 
Shares 

Debentures and bonds 
Commercial paper 


1996 

1995 

/40.842 

2,362,200 

604,800 

3,438 

549,500 

18,418 

3,911,300 

367,918 

- 

_ - 

161,104 

83,949 

57,831 

204,992 

171,970 

124,595 

55,746 

142,134 

BWI 

494,463 

7,977 

7,149 

944,891 

422,307 

932,868 

429,456 


1,600,091 

24,825 

410 

50,101 


1,675,427 



13,515 

250,000 

224,787 

274,800 


763.102 I 123,633 


991,730 

24,823 

410 

30,101 

68,082 


10. Advances 

(a) Bills purchased and discounted 
Cash credits, overdrafts and 
loans repayable on demand 
Term loans 


(b) Secured by tangible assets 
Covered by bank/ 
Government guarantees 
Unsecured 


(c) Advances in India 
Monty sector 
Others 


II. Fixed Assets 
Premises 

At book value: 

Beginning of year 
Revaluation during the year 
Deductions during the year 


Depreciation to date 


Other fixed assets (including 
furniture and fixtures) 

At book value: 

Beginning of year 
Additions dunng the year 
Deductions during the year 

Depreciation to date 


Capital work-in-progress 
Net book value 

12. Other Assets 

Interest accrued 
Tax paid in advance/tax 
deducted at source (net) 
Stationery and stamps 
Others 

Advances to employees 
Prepaid expenses 
Deposits 
Others 


86,746 

(52,711) 


737.999 


60,174 

83,472 

91 

87,435 

65,638 

213,414 

35,078 


545,302 


1996 

1995 

784,902 

3,904,045 

609,551 

668,232 

2,295,884 

122 

5,298,493 

2,964,238 

4,275,913 

588,726 

433,859 

2,052,643 

802,339 

109,256 

5,298,498 

2,964,238 

1,964,377 

3,334,121 

928,874 

2,035,364 

5,298,498 

2,964,238 

717,732 

380,390 

337,650 

(308) 

717,732 

(19.456) 


698,276 

710,051 



75,444 

(44,247) 


31,197 



741,248 


72,413 

221 

87,761 

44,269 

23,650 

8,382 


290,588 
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BANQUE NATIONALS Oi PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31, 1996 
(Amounts in thousands of Indian Rupees) 



1996 

1995 

13. Contingent Liabilities 



Claims against the Bank not 



acknowledged as debts 

15.336 

15,336 

Liability on account of outstanding 
forward exchange contracts 
Guarantees given on behalf ' < 

22,426,687 

9,810,983 

of constituents in India 

1.563.462 

798,473 

Acceptances, endorsements 
and other obligations 

Other items for which the 

1,831,286 

3,104,483 

Bank is’contingently liable 

894.957 

2.267,069 


26,731,728 

15,996,344 

Demands raised in relation 



to past income-tax assessments 
which are considered unsustainable 



in appeal have, accordingly, 
not been provided for in the 
financial statements. 



14. Interest Earned 



Interest/discount on advances/bills 

895,971 

631,053 

Income on investments 

Interest on balances with 

165,534 

274,113 

Reserve Bank of India and 
other inter-bank funds 

58,681 

32,438 

Others 

8,260 

3,540 


1.128.446 

941.144 

IS. Other Income 



Commission, exchange 



and brokerage 

77481 

68,441 

Net profit on sale of securities 
Premium amortised on 

18.152 

1,072 

permanent investments 

Net profit/Ooss) on safe of land. 

(5,803) 

(831) 

buildings and other assets 

Net profit on exchange 

288 

425 

transactions 

58,540 

21383 

Miscellaneous income 

6.069 

3,847 


154,727 

94,334 






1996 

1995 

16. Interest Expended 



Interest on deposits 

Interest on Reserve Bank of India/ 

196,153 

202,649 

inter-bank borrowings 

288.575 

166.025 

Others 

182,226 

91,915 


666,954 

460,589 

17. Operating Expenses 



Payments to and provisions 
for employees 

Cost of voluntary retirement 

96,268 

56,611 

scheme 

30,440 

- 

Rent, taxes and lighting 

21,835 

14,682 

Printing and stationery 

4,412 

3,204 

Advertisement and publicity 
Depreciation on the Bank's 

1,798 

1287 

property 

Directors' fees, allowances 

8,553 

8,163 

and expenses 

Auditors' fees and expenses 

31 

13 

175 

520 

Law charges 

Postage, telegrams. 

315 

961 

telephones, etc 

4,094 

2,021 

Repairs and maintenance 

10,531 

13,412 

Insurance 

2.492 

2,645 

Head Office charges 

16,319 

27,601 

Other expenditure 

26,598 

20271 


223,861 

151,391 

18. Capital Adequacy Ratio 



The capital adequacy ratio at 

March 31, 1996, as determined by 
the Bank on the basis of circulars 
of the RBI, is 8 71 per cent 



19. Prior Year Coaqmntlfts 



Prior year amounts have been 
reclassified wherever necessary 



to conform to the current year's 
presentation. 
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BANQUE NATIONALE OE PARIS 

(Incorporated m France with Limited Liability) 

INDIAN BRANCHES 


Auditors’ Report on the Financial Statements under Section 30 of the 
Banking Regulation Act, 1949 


We have examined the balance sheet of Banque Nationale de Pans - Indian Branches (‘the Bank’) as 
at March 31, 1996 and the related profit and loss account for the year then ended Our examination was 
made in accordance with generally accepted auditing standards and, accordingly, included such tests of 
the accounting records and such other auditing procedures as we considered necessary in the circumstances 
We have also obtained all the information and explanations which, to the best of our knowledge and belief, 
were necessary for the purposes of our examination and have found them to be satisfactory 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 and the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 
1956, the financial statements arc not required to be, and are not, drawn up in accordance with Schedule VI 
to the Companies Act, 1956 The financial statements are, therefore, drawn up in conformity with Forms 
A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949 

As explained in Note 1 (0 to the financial statements, there is a shortfall in the provision for pension benefits 
for the Bank's employees at March 31, 1996 

In our opinion, except for the effect of the matter mentioned in the preceding paragraph, the accompanying 
financial statements give a true and fair view of the state of affairs of the Bank as at March 31 1996 
and of its profit for the year then ended 

Furthermore, in our opinion, 

(a) the transactions of the Bank which have come to our notice have been within its powers, 

(b) the balance sheet and the profit and loss account are in agreement with the books of account, and 
give the information required by the Companies Act, 1956 in the manner so required for banking 
companies, and 

(c) the Bank has maintained proper books of account as required by law insofar as appears from our 
examination of those books 

A Aneja & Co 
Chartered Accountants 


Sd/- 
Aml Aneja 
Proprietor 


Mumbai 
June 29, 1996 
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SPECIAL ARTICLES 


Democratisation and Attempts to Renew die 
Radical Political Development Project 

Case of Kerala 

Olle Tornquist 
P K Michael Tharakan 


The predominant politic al development Project within tin Third Wot Id Left generally is in a shambles Is a new one 
emerging > Are the seeds being sown within the spec trum of forces c onve rging behind the u c eru struggle sjordemouatisatmn } 
In many i ountries the traditional Left has bet ome almost it t ele \ ant t and new groups arc emerging While the present studs 
is part of a larger effort to t omparc over time the important t of democratisation for renew at c merited popular movements 
in two sut he ountries (the comparatively liberal Philippine s and the authoritarian Indonesia), the focus in this paper is on 
a third and different case the Indian state of Kerala 

In Kerala much to evervbodv'% surprise, economic and politic al problems produced a fresh at tempt in the mid 1980s within 
the powerful Left hont to introduce elements erf a newdemociatu development Project in jrarttal c o-ojrei ation w ith popular 
movements After discussing the rise and fall of the old Project this essay drialsses the attempts torenew itbs following over 
tmu when and how refornusts ha\e found politic s ofdemot icitisation msti umental and how the politic s have varied with the 
ac tiled c onditums as well as vi ith their own reading of tlu f asu forces at n otk Eh ments erf an exc iting new Projec t gamed 
ground m the late 1980s and ecul\ 1990s but failed to take wot I he dernoc ratu politicisation of glass toots dc velopment 
activism in the framework of mans new and various intei c sts c onflu ts and movements turned into a major problem This 
neither mack full sense to the radic al political institutions nunc ments and processes which hat I taken shape during the earlier 
struggles foi national independence and state led development nor seemed possible for the new movements themselves to 
come to grips with 

[Hus papc'i is being published in thiee purls Ibis is ihe lnsi pm ) 


I 

Introduction 

IHL predominant political development 
Pioject 1 within the thud world Kelt generally 
is in shambles Is a new otic emerging * And 
what is the significance of dcmouaiisation 1 

The old Project with left oncnled 
nationalists and communists in the lore! tonl 
- concerned political short cuts to progress 
The basic analyses hcid that development 
was being blocked because ot the coexistent c 
ol imperialism and leudal like structures 
This called turelficicni oi gam sat ion to gain 
political power, to get i id ol colonial oi nco- 
colontal masteis and their paitncis and to 
conquer the slate 1 lie latter Would then be 
used to implement giand development 
strategies Lquahty, ticcdom and national 
independence weie basic principles The 
movements agiccd on anti-feudalism, anti 
imperialism, and anu-big business (or anti 
ohgarchism) 

Why did it run aground > The causes and 
reasons are many, and most ol them vary 
with the context and with ditfeicni inter¬ 
pretations ot the fundamental theses But 
having dwelt at some length on the very 
different cases ot commumst-lcd ladicalism 
in Indonesia, India and the Philippines,' I 
think it is saleto say that, while the common 


Ptoject initially prosed fruitful, a general 
problem was the inability to take into account 
the importance ol nc w social economic and 
political lories cimo'ing and giving birth 
to post colonial aulhontananism and the 
politically laciliialcdcxpansionol capitalism 
l lus then paved Liu way lor such events as 
statc-icgulated new industrialisation but also 
for ciises and sliuclurul adjustment pro 
grammes I he basic assumption ol blocked 
development was nullified Lven vital 
elements ol radical politics and polii les had 
unintentionally pivu' the way tor the 
iranslormations I Ik old Project gradually 
lost momentum ind became almost 
urclcvant Many movements wuc severely 
repressed 4 

Neither has genu illy speaking, this old 
Lett been in ihe loiclront ot recent struggles 
lot political libertn and democratisation 
Repression, isolatu n and general weakness 
were some factors I he already mentioned 
problem ot undcistandmg the rise and 
dynamics ol authontarianism and thecxpjn 
sum of capitalism was anothei Besides 
au or ding to the c mventional leftist theories 
libt i alisation and democratisation would not 
help much anyway to alter basic relations 
ot power and inequality' The prominent 
more or less democratic f>rces at work 
have instead usually included middle class 


people tind students sections of the business 
community some religious organisations 
horse trading politicians and military 
olf i c ci■s various I(ireign agencies and power s, 
and a bioud sp< drum of labour and profes¬ 
sion il c nganisatioiis, new social movements 
and NHOs 

A Ni w Lm our oi Sikuc.c.i i s h>r 

Dl M(K RAf s } 

Art the seeds of a new I ell - which 
rethink leftist ideas and actions in view o| 
previous experiences and ladual trans¬ 
formations and a new radical political 
deve lopment Project being sown within this 
sped ium of, on Ihe one hand old leftist 
movements and on the other the mote recent 
loictjs and inteicsts converging behind 
demands lor moic freedom and demo 
cruti satton ’ 

Om the one hand the situation is uneven 
and open In countries like Indonesia, even 
poll ttcal liberalisation is still being suppies 
sed Flsewhcrc as in the Philippines most 
of l he recent processes ot democratisation 
lack a solid foundation tn movements with 
gcr mine roots among the people, movements 
which stand up tor vunous interests and 
ideas, and keep track of then political 
rciDreseniativcs And where previously such 
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apoiity had seemed to evolve, Hke in 
the situation it deteriorating, and problems 
similar to those in the Philippines are 
becoming more and more serious. To put 
it squarely one could say that, since the 
rising middle and semi-private capitalist 
classes, and the established political elites 
as well (some traditional leftists included), 
ate notcapableot handlingandconsolidating 
democratisation, space could be expected to 
be open for popular movements and a new 
Left instead. 

On the other hand, however, it is one thing 
for movements to agree on opposing a more 
or less authoritarian regime, and another to 
constitute a powerful actor during the very 
transition to elementary democracy - not to 
mention the problems of combining 
continuous socio-economic struggles with 
the consolidation and further development 
of democracy. 

Most observers stress that the vital 
preconditions are very different from those 
which allowed popular movements to play 
a principal role in the democratic break* 
through in western Europe. To begin with, 
more or less authoritarian development does 
not just bring new movements together for 
liberalisation and democratisation. It also 
causes them to stress self-defence and 
survival. Human rights campaigns, scattered 
cultural and self-help activities, and a low 
organisational profile are typical. These 
movements, therefore, often become a weak 
collective actor in critical moments of reform 
or transition.* 

Probably even more important, however, 
is that somewhat liberalised political and 
economic development usually brings 
additional problems. First, especially when 
outright dictatorships have been fought, the 
common enemy is gone. Secondly, there is 
some dismantling of the state - but by certain 
factions which monopolised its resources 
already rather than by strong new capitalists 
and members of the middle class from 
'outside'. (Normally the latter become 
partners instead.) While the fiscal and 
institutional base of the state is weakened, 
surviving rulers and executives re-organise 
their Ttefdoms' and networks and privatise 
them further. The separation between state 
and civil society - normally associated with 
the development of capitalism and with 
liberalisation and democratisation as well - 
remains comparatively blurred. 

Thirdly, we are far from a classical 
protracted industrial and cultural transfor¬ 
mation in general and the emergence of a 
large and comparatively homogeneous 
working class in particular. The division of 
labour, the subordination of people, and the 
appropriation of surplus are extremely 
complex and contradictory. One example is 
that formally publicly-owned land and 
capital, plus control of a great many 


preconditiote 

and going which are not directly linked to 
a particular farm or company), continue to 
constitute independent sources of power as 
well as bases for the indirect appropriation 
of surplus. Another is that many people are 
involved in very different activities and ways 
of surviving simultaneously. Also, large 
sections of the population - including many 
unemployed students, retrenched workers, 
and displaced peasants - are excluded from 
the dynamic parts of the system. And even 
where there is rapid economic growth and 
industrial labourers are becoming more 
important, a parallel tendency may be 
observed as well-in the direction of unevenly 
developed service societies with huge so- 
called informal sectors. 

Hence, there seems to be a lack of broad 
classes of people with clear-cut material 
interests. This breeds individualistic strate¬ 
gies of survival, clientelism, group-specific 
organisation, and mobilisation on the basis 
ot religious and cultural identities. Many 
new movements taking the fragmented 
interests and specific issues as points of 
departure - and often also preaching the 
'deepening* of civil society - may thus be 
caught in this logic. To avoid the latter, the 
traditional Left instead worships the 
'politicisation* of civil society - but often 
overlooks important conflicts and interests.' 
The latter may even cut right through unions 
and peasant movements. 

What Is the Importance of 
Democratisation for Popular 
Movements? 

Moredifficulties could be added. But while 
the situation is definitely very different from 
that which enabled radical popular move¬ 
ments to play a central role in west European 
democratisation, this does not exclude the 
possibility that something similar may come 
about for other causes and reasons. Hence, 
the essential problem which should be looked 
into is whether the development of actually 
existing conditions and new movements’ 
reading of basic trends nevertheless might 
(a) generate linkages between the various 
and often fragmented interests and ideas, 
and (b) possibly make the politics of 
democratisation instrumental to the move¬ 
ments concerned.* 

Positive cases from below , to the left , and 
for development : This calls for studying 
conditions and reasoning on the level of the 
movements, rather than for studying possible 
unifying factors generated from outside. 9 

Similarly, one must start with the impor¬ 
tance of politics of democratisation for the 
movements, rather than with the relative 
importance of the movements in the overall 
processes of liberalisation and demo¬ 
cratisation in a country. Furthermore, while 


tt is beyond a reasonable dobbt that social 
movements and popular demands in general 
(including special interests) are in some way 
associated with democratisation. the critical 
question - in view of the west European 
experience and the urgent third world pro¬ 
blems - is rather if and when democratisation 
makes sense for developmental purposes, 
among both old and new leftist movements. 
What is their ability to renew, converge, and 
work out another development Project? 

Finally, in trying to challenge the pre¬ 
dominant arguments about serious obstacles 
by pointing to 'positive* tendencies that may 
emerge, it should be fruitful critically to 
analyse over time theoretically exciting 
movements which, at least initially, give 
some priority to politics ot democratisation. 

Situating and explaining politics oj demo - 
cratisation : In other words, we propose to 
analyse when and how movements find 
politics of democratisation instrumental. And 
we mean to explain this by looking at actual 
conditions and the movements’ own reading 
ot the basic forces at work - with possible 
linkages between the often fragmented 
interests and ideas of various actors seen as 
an intervening variable. 

This should be possible to do if we entei 
on the latter, intermediate, level - by studying 
movements' implementation of their own 
special projects and actions, their mobi¬ 
lisation and organisation of popular support, 
and the way they handle friends, obstacles 
and foes - and if we continually ask (a) what, 
if any, politics of dcmociatisalion makes 
sense, 10 and (b) how this is related to actual 
conditions and the movements' own reading 
of the basic forces at work 11 

Three different contexts . In order to have 
a fruitful spectrum, with different conditions 
and ways of reading them, I have selected 
movements from three distinct contexts. One 
is the Philippines, which may in a way 
represent the many cases where outnght 
authoritarian development models ran 
aground, and were then followed by uneven 
processes of liberalisation and demo¬ 
cratisation, dismantling of the state, further 
economic crisis, structural adjustment, and 
so on. The struggle for transition involved, 
amongothers,$ection$ofthegrowingmiddle 
class, many NGOs and new movements - 
while the still significant traditional Lett 
insisted oh its old revolutionary track. The 
transition itself and the new institutions, 
however, were to a large extent captured by 
powerful political and economic actors. 

The second context is Kerala - in the 
framework of the Indian union-representing 
the cases of centralised nation-state-led 
development in decay. India's state-regulated 
mixed economy is deteriorating, and so is 
its comparatively democratic polity. 
Structural adjustment has finally been 
introduced. At the same time, and especially 
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in Kerdlft, the traditional Left to stttl quite 
strong and tries to take alternative paths, 
some of which call for democratisation, and 
which partly involve co-operation with new 
movements 

Thirdly the context of Indonesia, with its 
highly authoritarian regime and development 
pattern which shares certain characteristic? 
with the Newly Industrialising Countnes 
(NIC) models It accommodates some 
deregulation and privatisation, but has elimi¬ 
nated the once very strong traditional Lett 
and resist demands torpolnical liberalisation 
from among others some middle class 
people NGOs and social movements 

Phu ippini Points 01 Dlparitjre 

Wc shall return to Indonesia in a 
torthcommg essay But let us now, for 
comparative purposes briefly summarise 
the mam results from the first round of 
studies in the Philippines before turning to 
Kerala 1 shall make six points 12 

1 A Niw Left Maoist onemed revolu 
nonaries were quite strong but missed out 
when the strugglt toi political libcities and 
democratisation came to the fore Punda 
mental conditions changed as capitalism 
expanded and reduced the importance of 
landlordism increased environmental 
destruction and allowed lor new forms of 
government The old organisation* were 
rarely t apable of reading this and of renewing 
themselves Dissidents did come forward 
w ith alternative analyses and propositions 
lhcy worked out concepts tor how the 
nheady existing movements should be able 
to support at least efforts supplementing the 
old organisations But even devoted 
emphatic and well funded attempts to find 
i new modus vivendt often failed Renewal 
onented see tions of the Left have thus often 
been forced to start anew on their own 

2 Bat gammy povur h\ earning out 
Uibout 1 hesc new movements usually begin 
bs addressing people s immediate problems 
of survival and development on the local 
level This is m contrast to previously 
dominating leftist ideas of first trying to get 
hold of political power which could then 
be used to redistribute essential means of 
production such as land Their reasoning 
implies that people can enhance their 
bargaining power by c arrying out labour in 
addition to their usually employed ability to 
block production In the famous case of the 
co operative el forts of former New People s 
Army commander ‘Dante Buscayno s the 
productive interests ascribed to the larmers 
have even been stressed to such an extent 
that critics have spoken of economism 

3 At ommon foe us on the use and (ontrol 
of material resources The attempts at 
promoting production seem to generate an 
interest m the availability, management and 


control of necessary resource* Again, doe 
example is ‘Dante’ Buscayno's attempts to 
reorganise and improve the lives of small 
fanners mTarlac, Central Luzon Here clear- 
cut class struggles over land are no more 
But the focus is on the efficient use and co¬ 
operative control of many other vital 
resources, such as inputs, credit, water, 
milling, transportation etc The same holds 
true where plantation workers no longer 
have strong capitalists to fight, but must try 
instead to save their jobs by taking over 
more or less abandoned companies And 
community organising (as in my Bataan and 
Cebu City cases) is usually based on how 
people can make best use of their own minor 
resources, while also dealing with those who 
monopolise, e g, the land where people have 
to live or the water they must drink 
Hence, while the renewal-onentcd groups 
go beyond conventional class conceptions 
and acknowledge the importance of many 
different issues and movements - but cannot 
point out a clear-cut social basis or similar 
material interests - their activities neverthe¬ 
less indicate a common focus on the use and 
control of material resources And this, as 
we shall see has a clear bearing on the 
importance of democratisation 
4 Demoi ratisation instrumental for 
improving people s capacity to use and 
control resources It is true, of course, that 
democratisation does not make much sense 
when groups need external funds and political 
protection to get new alternatives started 
The traditional Left has rarely been a fruitful 
and sufficiently powerful alternative partner 
Now it is falling apart as well Hence foreign 
and private domestic funding ts widespread 
Access to central as well as local state or 
private support usu illy involves clientelism 
(though several NGOs and popular move 
ments act skiliully on the compaiatively 
large and open markets') This patronage 
i s one of the new movements’ weakest points 
Once on their way however democratic 
organising management and co operation 
seem so far to be instrumental for directly 
promoting people s empowerment and 
living conditions precisely by enhancing 
. their own capacity to use and control vital 
resources 

Alternative projects have been set up 
mainly outside the framework of the state 
and the established political organisations - 
in civil soucty Time arc two very different 
mode’s foi how to lbout this On the one 
hand lime cons umng education con 
si icntisation ind small scale piojccts with 
piriuipatory democracy supplemented by 
coalition builcli On the other hand 
democratic guic anu of large projects based 
on calculaleu interests and practical 
experiences (to prepare the ground rapidly 
tor further politics of democratisation) 

5 Democrcttc development work could 


not be transfaemed into mitt Aga m, the. 
rigidity of the traditional Left and its political 
development Project has thus Caused the 
innovative sections to try to build their own 
movements on the basis of rather scattered 
and rarely converging grass roots projects 
It is true that the increasing serious crisis 
of the still-dominat old Left may open up 
space for fresh alternatives During the last 
tew years, m fact, it has already contributed 
to more democratic forms of co-operation 
within the Left as a whole But even in the 
face of the 1992 elections, a broad front was 
not possible Only the renewal-oriented soft* 
sections came together They drew on 
people’s trust in radical extra-parliamentary 
work while trying at the same ti me to mobilise 
votes for comparatively progressive poliucal 
representatives The results, however indi¬ 
cated that the certified capacity of the new 
movements to carry out actions and conduct 
alternative and democratic development 
work could not be transformed into votes 
on the basis of temporary electoral alliances 
and so called poliucal machines 

Either they will thus have to expand on 
the US model of pressure politics, lobbying, 
and temporary alliances behind the most 
progressive available candidates, or try to 
transform the system from within But while 
the latter may be the most promising, 
compiling ideas and pooling resources has 
proved insufficient Since the whole is more 
than the sum of its parts (but cannot be 
proclaimed from above), the problem is thus 
if general political questions t an be combined 
with the daiW work and the separate issues 
- so that people and movements place their 
special interests within a total perspective 
(and can generate a political party) well 
ahead of elections 

6 Certain structural conditions call for 
exendmg the politics of democratisation 
There are signs actually, of another pro¬ 
mising tendency that may open up for this 
In carrying out their work in civil society’, 
the movements face critical structural 
conditions which even according to their 
own reading of the basic forces at work call 
forextending the politics of democratisation 
m various forms 

Fiistl) democratisation may be taken 
beyond u\il society to the state Unions 
or movements working with specific 
developmc nt projects find it instrumental to 
combine fortes to enter local politics 
seriously for two basic reasons (a) They are 
confronted with problems that must be dealt 
with on a general level beyond their 
individual projects like environmental 
destruction, aggressive development plans 
unemployment bad housing and the running 
ot workers co operatives (b) A new local 
government code is now being implemented 
Many resources and powers will be allocated 
to local politicians and bureaucrats lhc 
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AMERICAN STUDIES RESEARCH CENTRE 
Hyderabad 

Guiding Research in International Relations: 

A.Series of Workshops 

* 

With a view to enhance the study of international relations in India, the ASRC and the host 
universities are organising several Workshops for Research Guides They are designed to provide 
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local political arena wiU be crucial. The law 
stipulates NGO representation tn develop- 
ment councils And grassroots organisations 
will be better equipped to support and keep 
track of local political candidates than 
national ones 

Secondly, already existing attempts at 
linking development work and political 
intervention may be democratised Why 7 A 
critical negative experience from local 
elections near Dante 1 s co-operative was that 
most of the people involved had no clear- 
cut material interests (as farmers tormstancc), 
even in maintaining the development efforts 
Interests which leaders could take tor granted 
when offering an electoral alternative to 
threatening corrupt local politicians Thus, 
one logical conclusion is that people must 
come to know about and preferably 
experience the effects of their own and 
others’ actions within the co operative, as 
well as understanding the consequences foi 
the project of what their elected politicians 
are doing 

II 

Case of Kerala 

* 

Kcralj is different 

An example ol this may be seen m the 
tact that the Philippines made a drastic shift 
from bankrupt authoritarian development to 
un coordinated unstable and unevenecono 
mic and political liberalisation, whereas 
Kerala s model of humam development, 
despite slow growth is ’only eroded and no 
longer valid, and India s democratic polity 
and state regulated economy is only* 
deteriorating and subject to structural 
adjustment 

Furthermore the Philippine struggle for 
liberties and democracy was mainly earned 
out by sections of the middle class, NGOs 
and new movements not by the traditional 
I-eft that insisted on its old guemlla track 
- whereas in Kerala it is instead left-oriented 
people in general (including many of those 
associated with the quite strong reformist- 
communist movement) who consistently 
advocate further democratisation 

In the Philippines finally, the very 
transition from authoritarianism, and the 
new institutions ot power as well, were 
captured by the economic and political elite 
The traditional Left became irrelevant and 
disintegrated Renewal-onented leftists had 
to continue the struggle for alternative 
development and democratisation on their 
own But in Kerala, again, the opposite is 
true Here economic and political problems 
instead produced a fresh Left Front state 
government in 1987, which introduced 
elements, at least, of a new democratic 
development Project in partial co-operation 
with popular movements (until, that is, it lost 
office in the 1991 elections on account of 


commd tactical voting and a minor 
sympathy wave for the Congress party 
following the assassination of RqivGandhi) 

Yet, despite all these and many other 
important differences, popular movements 
have thus found democratisation to be 
instrumental m the Philippines and in Kerala 
So what conditions and/or analyses of the 
basic forces at work do they nevertheless 
have in common, possibly explaining their 
general agreement on democratisation 7 What 
will change over time 7 And on a closer look, 
how do their special politics of demo¬ 
cratisation vary (at present and over time) 
with the ways m which specific conditions 
and ways of reading the basic forces at work 
connector separate vanous actors indifferent 
contexts 7 

Let us approach these questions by 
following how the movements m Kerala 
have, until recently, earned out then projects 
mobilised and organised popular support, 
and handled fnends obstacles and foes 


Risf and Fau or Old Politicai 
Development Project 

The Indian state ol Kerala lies along the 
south western coast of the subcontinent, 
where Vasco da Gama first paved the way 
for European colonialism Kerala is not just 
known as the “land of coconuts”, with long 
beaches, picturesque fishing boats and 
backwaters, Jnch nee fields, fruit and 
vegetable gardens, and (on the slopes of the 
Western Ghat mountains) teak forests, spices, 
and tea and coffee plantations What is more 
important, the 29 million Keralites in this 
densly populated state (which has about 750 
persons per square kilometre n and a gioss 
national product pei capita lower than the 
Indian average) have won an international 
reputation tor having accomplished com¬ 
paratively high levels of health, education 
and st rial welfare generally The public 
distribution of food through ration or ‘fair 
price’ shops has been unusually extensive 
and efficient The same goes for the public 
and pnvate systems in health and education 
By far the most co lsistent land reform m 
India was earned out here Most workers are 
organised, and important labour laws 
(including social security provisions) have 
been implemented Various social and 
religious reforms have broken up much of 
the ngid caste system, paved the way tor 
coexistence between the many communities, 
and strengthened the position of women 
Much of this is no doubt due to the con 
srstent struggle of the Left in general, both 
in the form of popular actions and radical 
state government interventions We shall 
return to this shortly But the causes for and 
reasons why a large part of the traditional 
Left (and several new movements) m Kerala 


began to find ftntiiavtiaaaocflitiaatioii strata* 
gicallyimportaminthemid-t98tift«erda^ 
to the crisis of the Left’s previous political 
development Project And that crisis, in turn, 
is analysed best if we understand how die 
Left as a whole came to play such a major 
role in the first place 
Commerce and agribusiness, indigenous 
rule, andsocio- religious reform movements 
Actually, significant progress was achieved 
already dunng the 19th and early 20th 
centimes A kind of gradual and limited 
bourgeois revolution began to unfold at that 
time particularly in the southern princely 
states of Travaicore and Cochin This was 
an important basis for the remarkable 
advances made later 14 
International trade and the expansion of 
commercial and export-onented agricultural 
produc tion required the development of land, 
commodity, credit and (restricted) labour 
markets Moreover, much of the institutional 
framework was provided by the princely 
states which administratively weie rather 
efficient The rulers even promoted growth 
by implementing partial land reforms and 
further liberalising commerce and trade 
Hence, they broadened their own social, 
economic and political basis and reinforced 
their relative autonomy vts-a-vis the British 
In addition, the expansion of trade, 
services, agriculture and public adminis¬ 
tration (both indigenous and colonial) called 
for skilled employees, and created new career 
and income opportunities beyond those 
monopolised within the ngid caste structures 
Education became important for all those 
involved, as did health Different religious 
communities adiusted, carried out internal 
reforms, and tned to strengthen the position 
of their members Some progress could be 
brought about by the communities them¬ 
selves Jikc starting schools for their affluent 
members (and sections of the poor) or setting 
up temples open to lower caste Hindus But 
more and no ire people wanted equal 
opportunities Hence, their problems called 
for broader solutions - through collective 
action and government intervention 
The need for reform within religious 
communities, and state regulations and 
programmes as well, gave birth to several 
highly significant socio-religious reform 
movements Movements among oppressed 
Hindus, for instance took aim at the ngid 
caste system And movements among the 
lower-upper nair and lower-middle ezhava 
castes, plus the Synan Christians (who served 
as a kind of parallel middle class), began to 
join forces and to turn more political in their 
demands for government employment, 
public health, andeducation Muslims finally 
made such attempts as well Furthermore, 
Kerala's ’turban’ settlement pattern - with 
large villages interspersed by small towns 
- worked in favour of social institutions Uke 
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schools and health centres* and made 
.collective action easier 

However those who benefited were mainly 
from the upper and middle sections of the 
population The progressive bourgeois 
transformations were limited Commerce and 
agribusiness as we have seen, required 
comparatively free land commodity and 
credit maikcts - but not an equally liberal 
labour market Much of the caste system 
survived, as did feudal-like tenancy relations 
And agricultural labourers were usually 
bonded In the northern district of Malabar, 
direct Bntish rule even strengthened the big 
landowners and chieftains as against the 
huge majority of tenants and workers Socio 
economic differences increased, and often 
cut right through communities Community 
based socio-rcligious relorm movements 
could not help much And initially and on 
its own, the low caste pulaya community 
(which was predominantly comprised of 
agricultural workers) made little progress 
despite leadership and oigamsing 
The restnettd liberties (or the weakei 
majority of the population and the incrca 
singly important class conflicts, paved the 
way instead for furthei politicisation and 
new popular movements mainly among 
peasants tenants and workers Their com 
binationof radical socio economic demands 
(including land reforms) with anti colonial 
struggles caused tensions within the nationa¬ 
list movement Hence broadly based socialist 
and communist organisations emerged and 
gave birth to the present state of Kerala 
First radical political development 
Project Actually any progressive change 
presupposed political organisation and 
intervention The expansion of commerce 
and agribusiness did not generate modern 
industrialisation, and did not give nse to 
further liberalisation to the benefit of 
peasants tenants and workers Hie system 
rested rather on colonial hegemony a 
somewhat reformed caste system land 
fordism semi-bonded labour limited uvil 
rights and an absence of democracy 
Besides advocating political organisation 
and intervention however the Left in general 
or in other words, those m favour of pro 
gressi ve change based on the developmental 
capacity of the weak majority of the 
population had two things to say firstly that 
such a potential capacity could only be 
unleashed through land reform and better 
working conditions, and secondly that land 
reform and improved working conditions 
required collective organisations, like peasant 
movements, trade unions, and political 
parties The people themselves would have 
to push through this kind of development 
The former princely and colonial ap 
paratuses would be taken over and used to 
implement many of the popular movements 
demands 


The essence of die first radical political 
development Project 15 was thus to extend 
the previously limited bourgeois liberali¬ 
sation to the people as a whole, by way of 
populai politics Politics was critical for the 
predominant economic logic was insuf¬ 
ficient, and the people themselves lacked 
economic power Broad popular mobilisation 
and organisation would give nse to radical 
state government, which in turn would be 
able to grant greater freedom lo the popular 
organisations and some relief to the worst 
off, and most importantly of all strengthen 
the position of labour and implement anti 
feudal land reform The latter was not mainly 
a question of redistnbuling the few acres 
available, but of social transformation 16 It 
was the dynamic developmental effects of 
redistnbution that would matter Peasants 
tenants workers and their families would he 
freed from the bonds that prevented them 
from using their potential their land their 
capacity to work, their ability to co operate 
and so on And this in tum would pave the 
way lor further economic growth (within 
agriculture as well as industry) and toi 
further democratisation among free and 
socially more equal citizens 
Popular pressure and top dov\n pohtu * of 
dtmocratisation When and why would 
democratisation make sense 7 It is true that 
both socialists and non socialistshave usually 
considered non-democratic means necessary 
when fighting feudal like landlords as in 
China and in Taiwan In the early to mid 
1950s however even Stalin and his 
international communist movement ap 
proved of more pragmatic communist politics 
in newly independent countries In India 
comparatively strong elements of a 
democratic polity had been introduced at the 
central levels in the union and the states And 
the critical thing in Kerala was that bourgeois 
transformations had (desiptc the fact that 
they were restricted) given birth to a strong 
civil society with socio religious reform 
movements, unusually high and even 
educational standards and new popular 
organisations with deep roots in the less- 
favoured elements of the population 
Moreovei most of the important socialist 
and communist leaders emerged from and 
were still based on these movements and 
organisations rather than on avant garde 
cadre groups 1 

Hence these leaders chose a pragmatic 
combination of struggle and administration 
within the framework of the established 
system The first elections to the Kerala state 
assembly in 1957 resulted in fact, m the first 
democratically elected communist-led 
government m the world 

What, more precisely, was the role and 
importance of politics ol democratisation m 
the radical development Project that took off 
in the mid-1950s 7 What problems did it 


mvolve?Let us apply tbepmvkwiyouditied 
non-partisan conceptualisation of demo¬ 
cratisation with popular sovereignty and 
political equality as the core element, and 
the preconditions, forms, scope and content 
of democratisation as associated and varying 
factors ,K 

A major element of the Project of course, 
was that the struggle for and accomplishment 
ol the anti feudal land reform would generate 
fundamental preconditions for democracy 
among the popular majonty Political con 
sciousness and organisation among the 
people plus de monopolisation of land would 
undermine much of the extra economic 
oppression from which peasants cum tenants 
workers and then dependants suffered In 
addition, the new govei nment would prevent 
the police from tracking down on populat 
action and organisation and promote e g 
secular education and the improvement ot 
workers conditions 

In contrast to traditional revolutionary 
prescriptions howtver the essence ol 
dcmoc rati sat ion in terms o( political equality 
and one person oni vote was absolutely 
vital in Kerala The entuc Ph ject rested on 
the assumption that a majority of the 
population would not only hcnelit Irom the 
Project when it was nnplc mented but would 
also woik and vote for it within the limits 
of the existing system 

What lorms of democracy furthermore 
made sense f The Lett including the 
communists adjusted to the legal and 
constitutional framework I his did not just 
call for fruitful co operation and compromise 
The usually Congiess led union gove mments 
m New Delhi were able lo contain sueu sslul 
radical policies on the slate level In addition 
to financial restrictions this caused delay 
The adveisants got plenty ol time to take 
pi cvcnti vc measures which in turn generated 
new conflicts and harsh methods on both 
parts 

Moreover as we can see fiom this brief 
review of Kcralas history various 
communities and interest groups backed 
special parties and factions A lot of horse 
trading was thus necessary to survive simple 
majority elections in single member 
constituencies and to keep a coalition 
government together The result was to 
sustain communalism and politic al factiona 
Iism Complicated agreements lobbying and 
such like nounshed centralised forms of 
rule Hie division of spoils bred still more 
factionalism and the compartmentalisation 
ol politics and administration All this 
together produced problems of governance 
-which undermined democracy And things 
grew worse when the communists split in 
1964 The minority stayed with the CPI 
(Communist Party of India) After that, the 
decimated CPI joined forces with the 
Congress Party for about a decade - m order 
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to survive toe fierce competition with the 
majority of the Left who had formed the 
CPi-M (Communist Party of India-Marxist) 

As we have seen, moreover, the Left in 
general and the communists in particular 
developed a general principle of struggle 
and administration On the one hand, popular 
extra-parliamentary pressure applied with 
such instruments as peasant movements and 
unions - guided by democratically centra¬ 
lised* parties On the other hand, state 
interventions - decided over by the same 
parties and their publicly elected leaders, 
and implemented by an inherited but now 
continuously expanding and ever more 
centralised and compartmentalised bureau 
cracy Putting it bluntly central party led 
popular pressure trom below for cenLial 
party led (and stale administered) societal 
tianslormation lrom above l) 

This went for issues large and small »uch 
as land relorm and running a co opeialive 
Ihc basic argument once again was that 
popular development called tot political 
organisation and intervention Otherwise it 
would be vci> difficult lot people to stand 
up against feudil like patrons religious 
leaders and so on Meanwhile howcvci 
this prevented decentralisation and popular 
participation and generated demands for 
government solutions and t unds ia*her than 
attempts among the people themselves to 
make innovative use of available resouiccs 

Tlu uopi of demon at \ Ihc 1 eft as a 
whole tiled to extend democratic lot ms of 
government to additional spheres of soc lety 
but mainly in the lorm of stale programmes 
institutes companies and credit co 
opeiativcs which were all controlled by 
politic lans and bureaucrats I hi s was anotiicr 
breeding ground toi centralism politicised 
vested inteiesis factionalism and com 
paitmentalisation and tor collective and 
individual chentelism as well More and 
more institutions were being establ'shcd 
meanwhile and ever greater public I unds 
spent 

However the problem ot controlling and 
managing publicly or c o-operutivHy owned 
resources was not a majoi subject Con 
ventional Marxism operated with a narrow 
definition of means ot production and focused 
on those that were privately owned The 
communists particularly tried to fight such 
problems as corruption by way of centralised 
and disciplined organisation - which gave 
them the reputation of being less corrupt 
than other politicians hut maintained the 
basic pioblun of top down democratic 
covet imu nt as well Moreover, anti-feudal, 
bourgeois land reform was the main issue 
So while the Left as a whole was definitely 
against monopoly private ownership, and in 
that sense did not respect existing property 
rights, even the communists were actually 
in favour of spreading the right to private 
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properly They even turned millions of 
tenants and agricultural woikers into petty 
bourgeois landowners (We shall return to 
the land reform in a moment) And the 
subject of undemocratic family relations was 
largely taboo, aside lrom the issue of caste 
oppression 

Finally, the contents ot democracy, of 
which all leftists held strong views Not that 
they considered the basic principles of 
popular sovereignty political equality, and 
the forms of government unimportant Nor 
did democracy just make sense to them 
when they were winning elections But 
between elections - when Congress Party 
led fronts were m office - Left parties in 
opposition showed even greater concern 
about the minimum preconditions tor 
meaningful democracy than they did during 
elections, 01 when they themselves held 
office The essence of the standard Left 
aigument m opposition was namely, that 
even if most government policies had been 
appi oved according to democratic principles, 
the content - the policies themselves - were 
so undemocratic that the fundamental 
prerequisites of democracy were under 
mined Hence, the dissidents said, lormall) 
democratic decisions to destroy democracy 
had to be resisted by all reasonable legal 
means, and alteied as soon as office was 
recovered 

It is true that most ot this mess was actually 
started by the non leftists, who overruled the 
hrsl radical state government in 1959 by 
undemocratu means The leftists themselves 
could never take sue h drastic measures (The 
more normal leftist as well as non-leftist 
pattern - while in opposition - was rather 
one ol rejecting everything initiated by an 
unfriendly’ government, and - when back 
in office - replacing all the ‘hostile 
programmes with alternative partisan ones ) 
But soon enough - and especially during the 
haish intra-communist struggles between 
1964 and 1979 - the various organised 
seclions ot the L eft took part m inflating the 
deft ncc of democracy to such an extent that 
serious problems ot democratic governance 
developed 

Even though tht leftists’ politics of 
democrattsation was generally impressive 
and credible as a vital part of their general 
Pr jject we must thus conclude that the very 
same politics that were to promote demo- 
crctisation and development also generated 
new problems for democracy and develop 
ment This contributed, of course, to the 
general crisis of the first radical political 
dev elopment Project But so did thedynamics 
of the most important leftist policies - those 
concerning land reform and the position of 
labour Hence we turn to each of these policies 
below 

Land reform As with the politics of 
democrattsation land reform policies did 

1996 


away with many basic probtetm but paved 
the way for new ones as well. 4 * After decades 
of intensive and widely based popular action, 
the most radical land reform act in India was 
passed by the Kerala state assembly in 1969 
It is true that the idea ol a nee levy on the 
largest owners (to be redistnbutcd through 
fan price shops) did not prove effective Nor 
did the ceiling on the size of landholdings 
generate much surplus land to he ledistnbuted 
to the landless In these respects Kerala 
followed the normal Indian pattern But what 
is more important the basic concept of 
abolishing landlordism was fairly consi¬ 
stently implemented dunng the early 1970s, 
again much thanks to continued popular 
pressure Tenancy was abolished in land 
The landlords were compensated and the 
tenants became the new owners This did not 
directly benefit the agricultural workers But 
tenancy in house-compound land (including 
gardens) was also done away with Ihis 
affected many more people in the rural areas 
And unions and radical party factions saw 
to it that an agricultural workers act - 
including regulations of employment con¬ 
ditions and social security arrangements - 
was passed and its implementation began in 
the mid-1970s 

However, many former tenants were now 
comparatively well off and became fairly 
substantial landowners employing agri¬ 
cultural workers liven many new petty 
farmers hired labourers Most family 
members had other business or jobs to attend 
to and some tasks could only be handled 
by skilled woikeis from special castes As 
soon as tenants and workers had done away 
with their common enemy (the landlords), 
they were thus at odds with eac h other over 
wages and other employment conditions 
and mechanisation as well (which implied 
fewer jobs) The fundamental social basis 
ot the Left was thus divided and began to 
deteriorate 

In addition seveial factors contributed to 
making the dynamic developmental effects 
of the land reforms much weaker than 
expected Most of the land were not given 
io the actual tillers with a clear-cut interest 
in increasing production a majority of the 
new owners had other significant income 
opportunities besides farming The extieme 
fragmentation of land undermined rational 
cultivation Most landowners found labourers 
expensive, troublesome, and a major obstacle 
to mechanisation Several inputs were costly, 
and output pnees were not the best 

Many more people, therefore had to seek 
opportunities outside agnculture Others 
simply found it more profitable to enter 
business (were the Left was less strong). 
Many part-time farmers avoided further 
investment in intensive agnculture requiring 
many labourers Farmers turned to cultivation 
practices that were easier, or left the land 
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fMfaWi or leased it out illegally to poor 

titters 31 

Many of these difficulties could have been 
tackled, of course, with additional agrarian 
reforms for promoting joint farming, 
irrigation, new products, marketing, and so 
on The ideas were there and some attempts 
were made All of them called, however, for 
collective popular initiatives on the local 
level, comprehensive policy packages, and 
efficient public administration-' all of which, 
as we know, were undermined rather than 
favoured by the dynamics 1 have termed 
popular pressure and lop-down politics of 
democratisation Credit co-operatives, for 
instance, turned into battlegrounds for 
various political parties Large-scale irri¬ 
gation programmes became white elephants 
Many ministries, agencies and such like 
were faction-ridden and incapable co¬ 
ordination Many of those directly 
involved m administration profited thereby 
They linked up with outside vested interests, 
and no more than paid lip-service to the 
decentralisation of state power and public 
admimstrauon 

In conclusion, then, the important land 
reforms ‘in themselves* generated new 
problems, including contributing to the 
stagnation of production and to a kind of 
petty-embourgeoisement m the rural areas 
But perhaps more critically the radical 
politics of democratisation that had been 
designed to enforce the anti-feudal reforms 
prevented an efficient follow-up 

Strengthening the position of labour In 
Kerala, as in other parts of the third world, 
modem manufacturing industries are rare 22 
Most people are employed within agriculture, 
traditional agro-processing, public and 
private services, and the ‘informal sector' 
Despite this, however, the degree of 
unionisation is unusually high in Kerala, 21 
labour relations are relatively formalised 
and impersonal, and wages and other benefits 
are comparatively impressive One important 
factor behind this, of course, was the early 
proletarianisation of large sections of the 
population Butaswehaveseen,agribusiness 
and commerce did not generate ‘free’ 
labourers on a large scale And though a 
degree of development m the productive 
forces, including partial mechanisation, 
‘liberalised’ certain labour relations, most of 
the remarkable achievements are rathei due 
to, first, the socto-religious reform move¬ 
ments against social oppression, and, there 
after, the more class-based unions and 
political movements The latter organised 
people on the plantations, the public sector, 
and in traditional industry They pushed 
through land reforms, abolishing bonded 
labour relations They even managed to 
unionise and improve the lot of many 
agricultural labourers and others within the 
‘informal sector* 


These far from classical capital-labour 
relations called for special methods Many 
of them entailed politically enforced state 
interventions In their efforts to bring wages 
and working conditions within traditional 
industries and the ‘informal sector’ into line 
with those in modern factories, unions 
depended on state-stipulated basic standards, 
such as minimum wages, fixed working- 
hours, and mandatory arbitration To handle 
retrenchments and the closing of factories, 
unions often asked the state to take over or 
to assist in setting up labour co-operatives 
Tocreate better social security arrangements, 
umons pressed for state-initiated funds, and 
helped see to it that scattered members and 
employers paid their contnbutions To help 
vulnerable labourers who could not enforce 
such solutions, unions fought hard for various 
public welfare schemes And to help lower- 
class children to find better jobs, unions 
demanded better public education 
Moreover, even though most labourers 
bargaining power was weak as compared to 
that of modem factory workers, unions made 
effective use of the existing special con¬ 
ditions Established party and labour orga 
msations backed initiatives among vulner¬ 
able labourers (in traditional agriculture for 
instance) Closed-shop policies were adopted 
to li mu the employment of cheap unorganised 
labour Workers with attractive skills, such 
as the ability to climb coconut trees, were 
often brought together in order to increase 
their bargaining power on the market The 
critical role some labourers played in their 
workplace was fully exploited e g, by those 
engaged m harvesting and sowing and by 
those loading and unloading goods And 
every effort to mechanise or otherwise 
rationalise production, trade, administration, 
etc was fiercely rejected if it might result 
in entrenchments or in any other way cause 
harm to those already employed 
However, while better wages and working 
conditions posed no major problems in 
themselves, some of the methods used to 
achieve them contributed to undermining 
economic growth and employment levels 
For instance, closed shop policies and 
organisation according to special skill 
maintained some of the labour market 
segmentation along caste lines, 24 and created 
new divisions between ‘insiders’ and 
‘outsiders’ Associated political and union 
factionalism generated additional labour 
conflicts (above and beyond those vis-a-m 
employers) And this instability was another 
reason and probably a more important one 
than high wages for why businessmen, 
including farmers, tned to avoid employment 
generating investments in Kerala 
Furthermore, the capacity of unions to 
improve the position of workers by drawing 
on political support, unique skills and critical 
workplace roles were often unrestrained by 


the company's economic performance The 
classical case is that of the headload workers, 
who combined most of these factors into an 
extraordinarily strong bargaining position 
and thus managed to extort high wages from 
everyone having to hire them 21 

This is not to say that policies promoting 
equal wage levels necessarily cause problems 
for growth and employment (And some of 
Kerala’s problems are simply due to falling 
demand for its vital products ) When faced 
with an equal wage structure, employers 
may increase production or improve 
productivity (and hence the competitiveness 
of the units) and/or invest in profitable new 
ventures, thus adjusting the economic 
structure and creating new jobs 26 Investments 
in Kerala, however were mainly in agn 
culture, trade, and commerce Owners of 
land and capital usually avoided risks tned 
to invest outside Kerala or went for fast 
bucks Moreover unions resisted most 
attempts to alter the economic strut lure and/ 
or increase production and pi >ductivily 
claiming this would be 'at the expense of 
the workers’ And unions in all sectors were 
more or less critical of other ways of 
promoting production (such as by improving 
local irrigation and farm operation or by 
streamlining administration) A vicious circle 
developed from which both parties would 
suffer in the long run 

Consequently there was an urgent need 
for state intervention to provide the basis for 
social contracts - through a combination of 
strategic support of productive and employ 
ment generating investments inside Kerala 
and much better public social security 
systems for those badly affected But besides 
being alien to umons anti capitalist rhetoric 
politically engineered social contracts were 
also impeded by the negative dynamics of 
‘popular pressure and top down politics of 
democratisation’ This, as we know, bred 
such things as compartmentalisation fac¬ 
tionalism, vested interests, and locked 
political conflicts 

Even ‘innocent’ rationalisations were thus 
undermined Certain umons even defended 
much of the centralisation and specialisation 
within public administration, probably 
because some of their bargaining power 
built on it Individual members, and politi 
cians as well, often resisted attempts at 
reforming state government and admini¬ 
stration - reforms which might have made 
it less easy to use various public positions 
for private ends And most parties were 
eager not to lose contnbutions and votes 
from the unions and their members The 
examples could be multiplied 

As in the case of the land reform policies, 
we may thus conclude that whereas the 
attempts to strengthen the position of labour 
generated problems 'of its own’, it was 
probably even more senous that the politics 
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of democra&attoo prevented an efficient 
follow-up 

Fresh Gulf money unfolds but also covers 
up the crisis The potential crisis of the first 
political development Project was avoided 
for some time India held on to its import- 
substitution polices Higher costs could be 
compensated for m part by higher pnees 
Kerala s export moreover, did reasonably 
well In the mid 1970s, however things 
began to change especially with the export 
of increasing numbers of skilled Keralites 
to the expanding Gull countries and with 
the inflow of their substantial remittances 27 
To begin with, Kerala lost a significant 
proportion of it most qualified workforce - 
almost 10 per cent oi close to one million 
of the whole workforce 2 “ Furthermoie and 
tor obvious reasons most migrant family 
savings wcie not invested productively in 
Kerala Some left the state or were used for 
speculation (through the official banking 
system or so called blade companies ) Some 
were used lot building houses and tor 
consumption There were new jobs within 
construction and the tertiary sector But the 
increase in demand did not generate domestic 
manufacturing and employment - only an 
mcieasc in imports and new investment 
opportunities within trade and commerce 
(including real estate) And even more 
important!) these alternative avenue^ 
attracted not only migrant money but also 
domestic savings - causing some transfer of 
capital out of farming and other productive 
ventures 

Consequently production began to 
stagnate as did pioductivity while wages 
inc reased State revenues did not increase 
hut demands lor subsidies and welfare 
programmes did Few new jobs were created 
bet more and more people demanded 
employment (especially the young and 
educated) 

Perhaps worse the same facl ors also served 
to cover up the crisis tor nearly a decade 
Fheie were chances to get a |ob in the Gulf 
Remittances increased Construction 
•piralled The ternary sector expanded 
Consumption went up And new ideals of 
how one could and hould make a fast buck 
without too much hard work and without 
engaging in unng attempts at solving Kerala s 
socio economic and political problems 
gained ground So little was done to change 
the situation 

Stagnation of the left Meanwhile the 
traditional Lett had begun to stagnate 
Nobody denied that its popular pressure and 
top-down politics of democratisation had 
proved fruitful in getting parliamentary 
democracy settled, in implementing India s 
most consistent land reform, and in 
strengthening the position of labour But 
simultaneously, we may recall, the land 
reform policies had opened up for 


complicated new relations of exploitation 
and subordination (including conflicts 
between new farmers and agricultural 
labourers), and an increase m off-farm 
employment and business interests as well 
Theexpected dynamic developmental effects 
failed to appear The strengthening of 
labourers position sustained some of the 
labour market segmentation, separated 
"insiders' from 'outsiders’, paved the way 
for a lot of stoppages, and impeded structural 
changes and more efficient production and 
administration And worst of all, neither of 
these policies could he followed up with 
forceful approaches to the new problems 
The very popular pressure and top-down 
politics of democratisation had given birth 
to centralisation compartmentalisation 
factionalism vested interests, and locked 
political conflicts The promotion of 
agricultural development - through, e g 
collective local initiatives comprehensive 
packages and efficient administration - was 
obstiucted And souo political engineering 
of a combination of productive dynamic 
investments and better public security 
systems was virtually out of the question 
In other words while politics may have been 
necessary for progressive post colonial 
change in general and for democratisation 
and popular development in particular its 
dynamics bred interests and institutional 
arrangements that worked against further 
development 

Moreover, alter some time this started to 
undermine the propelling force of the radical 
Protect the broadly based popular orga 
msations What more precisely, were the 
destructive processes at work ) The more 
complicated relations of exploitation and 
subordination, the renewed segmentation of 
the labour market and the problems of 
development genented a multiplicity of 
interests and conflicts Furthermore some 
of these interests and conflicts cut through 
or were unimportant to the existing orga 
msations and alliances As we know former 
tenants and agricultural workers had been 
allies against landlordism but were now at 
odds with each other Certain farmers were 
marginal others not Better as well as worse 
off farmers were simultaneously subordi 
nated to different employers (and some even 
werked in the Gulf countries) Many people 
had varying off-farn business interests in 
pn duction or in spec alative ventures There 
was an obvious tcnJcncy to make money 
from trade commcnc and privileged access 
to co operative and public institutions Yet 
indirect exploitation via the market, or 
through rent on administration and more or 
less public resources never topped the leftist 
agenda The same was ftueof unemployment, 
which had become a major problem for the 
often comparatively well-educated young 
people outside the traditional leftist 


organisations. BovitomMnMl problems 
became important, and so did issues of 
gender 

So the traditional Left was no longer able 
to gain substantial ground in terms of votes, 
and even suffered losses (as, for instance, 
where conflicts between farmers and 
labourers were particularly important). 111 
Most of its organisations became defensive 
m nature, and new visions and dynamics 
were lacking 30 

In addition, new and partly nval groups 
and movements emerged On the one hand, 
communal identities, social networks, and 
rigid organising got a new lease on life All 
of the factors that had previously forced 
narrow comtnunahsm into retreat were now 
losing ground - socio-rehgious reform 
effoits, public welfare measures, and fairly 
clear cut class conflicts and class 
organisations 

On the other hand new interest-and issue 
based associations emerged as well Several 
grew strong in the 1970s (when the 
emergency furnished another reason for many 
radicals to stay out of compromising or rigid 
and vulnerable communist organisations) 
Maoists (naxalites) favoured outright 
revolutionary attion though they were 
probably most active on the cultural front 
Development oriented action groups (NGOs) 
gained some importance in relation to 
neglected set tions oi the populauon (such 
as the traditional fisher people) 31 The 
people’s science movement, Kerala Sastra 
Sahitya Panshad (KSSP) 32 (lo which we 
shall return later on) expanded from a popular 
educational group to an acti vist-onented mass 
movement - with slogans like 'science for 
social revolution , and a successful campaign 
against the Silent Valley hydroelectric project 
as a major rallying point 31 

The traditional Left thus seemed caught 
in a dead end Moreover, the temporary 
escape route of the other radical stronghold, 
West Bengal was not applicable m Kerala 
The Bengali communists had not done away 
with landlordism, but had instead streng¬ 
thened the position of the middle peasants' 
in general, and the tenants m particular, by 
means of political and economic support and 
protection This alternative patronage was 
cntical to huge sections of the rural 
population, who thus voted Left Front The 
communists have even managed to 
strengthen their position and to sustain (ever 
since 1977) their firm grip on the Bengali 
rural electorate, by combining alternative 
patronage with far-reaching decentralisation 
measures Butthis was not possible in Kerala 
The more radical land reform in Kerala had 
abolished landlordism and turned millions 
of tenants and workers into comparatively 
independent (but petty-bourgeois-oriented) 
actors h was much easier for them than for 
most Bengalis to say thanks and goodbye 
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to toe left whenever they warned id* 

For the traditional Kerala Left, therefore, 
it was almost inevitable to continue political 
horse-trading m order to prevent further 
electoral Josses Centralism may even have 
seemed more necessary than before, since 
it was the normal way of dealing with 
increasing corruption, new and partly rival 
social and political movements, and more 
and more complex socio-economic divisions 
(including within the traditional Left itself) 
The traditional Left could not afford to 
chtitonge unions and peasant movements, 
whose leaden help powerful positions within 
the Left parties, and whose members might 
otherwise abandon ship Top-down control 
of co-operatives had to be maintained for 
similar reasons More generous welfare 
policies were necessary to please old 
sympathisers and hopefully attract new ones 
And so on 

Toputitbluntly almost everything pointed 
ui the direction of defensive leftist policies 
that did not alter the destructive dynamics 
but rather made them worse One might even 
as whether this was the end of the traditional 
Left Was there any scope for rethinking and 
renewal within the established movements'? 
Why should communists of Kerala be any 
more capable of reforming themselves than, 
for instance, their east European or Philippine 
comrades 4 ? Was it not more likely that a fresh 
start - and eventually some other political 
development project - would come out of 
still rather undefined new social movements, 
with their roots in the many equally new and 
complicated social, economic and other 
conflicts 1 ? 

(To be continued) 

Notes 

(The present study is part of a larger effort to 
compare over time the importance of 
demo&mtisation for renewal-onented popular 
movements in three very different contexts within 
Indonesia the Philippines, and India The focus 
here is on the Indian state of Kemla 
1 am most thankful to dll fnends-cum colleagues 
political leaden and activists in Indonesia Kerala 
and the Philippines who in a sptnt of mutual trust 
and interest in critical ideas, have spent & great 
deal of time in informative and exciting 
discussions with me In Kerala, much of the basic 
research is conducted via the Centre for 
Development Studies, Thiruvananthapuram, and 
inclose co-operation with P K Michael Tharakan, 
associate fellow (whose positive contnbuuon 
cannot be overestimated) and with the valuable 
assistance of M P Philip currently college lecturer 
(abbreviated MPP in my footnotes) The sole 
ntpoHftility for the approach data collection, 
analysis, and formulations remains, however, with 
me Thanks also to Peter Mayers for cautious 
copy-editing 

My research is financed by Uppsala University 
and the Swedish Agency for Research Co 
operation with Developing Countries SAREC 


Most of the new utfortnadon was collected in 
Ftobniary-March 199) Mare recent and further 
developments will be discussed m a re study in 
199S 1996 During the second part of 1994 my 
main informants (including most of those 
interviewed) were provided with the final draft 
ot the manuscript and encouraged to communicate 
comments and corrections before publication 
Thank you very much for thus improving the 
analyses' A few critical comments however 
have been impossible for me to adjust to one 
by E M S Namboodinpad and one by 
K Vijayachandran Hence, 1 have instead with 
their permission reproduced the notes (and my 
response to them) in a final footnote ] 

1 I shall use upper-case P to denote the overall 
Project and lower-case p to denote sub 
projects 

2 Where nothing else is indicated the Left* 
refers to the Left in general including left 
oriented nationalists and communists as well 
as new radical popular movements which 
firstly take the aspirations well being and 
developmental capacity of the weak majority 
of the population as their fundamental point 
of departure and, secondly claim that this 
require collective social organisation and 
political action 

3 SeeTomquist Olle Dilemma v ofThird World 
Communism The Destruiium of the PKl in 
Indonesia Zed Books London 1984 
(Swedish edition 1982) and What s Wron# 
With Marxism? Volume I On c apitalists and 
Slate in India and Indonesia Volume II On 
Peasants and Workers in India and Indone s ta 
Manohar New Delhi 1989 and 1991 
respectively and "Democracy and the 
Philippine Left in KasarinUm (University of 
the Philippines) Vol 6 Nos I 2 1990 (also 
with the title Communists and Democracy 
in Ei ononm and Politn a I Wt t kl\ Vol XXVI 
Nos 27 29 1991) 

4 In all three cases despite different contexts 
and varying politic al strategies a rathe r clt u 
cut pattern may be discerned 

(1) By subscribing to the traditional Marxist 
thesis that power and exploitation in an ideal 
capitalist economy only grows out of 
productive labour in private production 
processes the radical Left disregarded the 
possibility that the emergence and growth of 
capitalism may differ over time and in various 
countries Consequently they often ignored 
the control ot publicly owned land and capital 
as well as the importance of a great many 
preconditions (or getting production started 
and going which are not directly linked to any 
particular farm or company 

(2) This in turn meant one did not consider 
that the control and the government of such 
assets and preconditions for production 
constituted an independent source of power 
which was a way of indirectly appropriating 
a portion of the surplus produced, and which 
had a very important bearing on the extent 
to which production could be further 
developed and in what way 

(3) Finally the control and regulation of 
these assets and preconditions for production 
were often (but of course not only) earned 
out via the organs of the state and other 
"collective institutions' (such as co-operatives) 


with kobstAhtral resources hut weak 
institutions Consequently, a good part of the 
basis for (and the importance of) the exercise 
of powers by administrators and politicians 
was also neglected as was the more or less 
undemocratic forms of government prevailing 
within the state and civil society 
organisations 

5 One basic assumption is that politicians 
administrators and so called bureaucratic 
capitalists have no real basis of power of 
their own which can be attacked by way of 
political democr&tisation Instead they rely 
on more powerful imperialists compradors 
and landlords with pnvate sources of power 
- who must be tackled head on by other 
means Cf Tomquist Olle Democracy and 
the Philippine Lett op cit 

6 This was perhaps most obvious m the I atin 
American context (Foi a stimulating recent 
general perspective see Manuel Antonio 
Garrcton s papei Social Movements and the 
Politics of Demoralisation picscnted at the 
Nordic Conference on Social Movements m 
the Third World University of Lund August 
18 21 1993 ) Probably the best Asian example 
would be from Manila February 1986 when 
Marcos at the ^ ery last minute turned 
moderately dissident caidinal (Sin) just 
expelled minister of defence (bnnle) and 
head of the constabulary (Ramos) in a tew 
days managed almost entirely to capture the 
unique people power (evolution and 
thereafter sttuck a deal with Corazon Aquino 
andsomeothu tiaditionalactors (SouthAfrica 
seerns to be an exception so far) 

7 The difference between deepening and 
politicising civil society may be briefly 
desciibtd in terms ol the difference between 
stressing the empowerment of individual 
eiti/cns vtisus giving priority to common 
ideas uid collet tivc t ft irusaliou and iction 
For an (xcitinganily is of the recent career 
of tie c nicpl of civil society sc Pitei 
Gibbon s paper C tvil Society and Political 
Change with Special Reference to 

Development ilist States Scandinavian 
Institute of Afncan Studies Uppsala Sweden 
(revised version) Spring 1994 

8 The focus is thus on when politics to promoit 
democracy make sense not only when 
democratic forms of rule as such are 
instrumental Instrumental does not rule out 

of course the possibility that a movement 
may stress the importance of democratic values 
rather than for instance material ends - only 
that we concentrate on when they really find 
the politics of democrattsation to be 
instrumental for reaching their aims material 
or non material 

9 Naturally one could go still further and begin 
by close anthropological observation of why 
it is that individuals form movements in the 
first place But since our inquiry concerns the 
politics of democrattsation and since it is 
reasonable to assume that politics and 
democrattsation only become major issues as 
movements and other types of collectt ve action 
take shape, the important initial part of the 
story will not be the subject of close attention 
in this project 

10 When analysing movements politics 
(including their policies) of democrattsation. 
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thrir statements and activities need m he 
filtered through a non-partisan conceptua¬ 
lisation of such processes which goes beyond 
the conventional and usually static definitions 
of (eg liberal) democratic forms of rule And 
even though such a concept should be limited 
it is not enough to ask to what extent and in 
what way the work carried out by the 
movements and organisations studied is 
characterised by the essence of democracy 
that most of them agree upon the essence in 
terms of the sovereignty of the people in 
accordance with the principle of con 
stilutionally guaranteed political equality 
among citizens ot members who are 
independent enough to expiess their own 
will (Or if we put it in operational and 
minimum procedural terms government at 
various levels according to rule on the basi 
of majority decisions among adult citizens or 
members with one vote each and freedom of 
cxpicssion and organisation ) We also know 
that this principal point is closely associated 
with many othei factois which in turn relate 
to the actual politics of demoralisation 
A wide chssific iliun into four groups of 
such factois \ull be indicated below While 
the essence of democracy is universal the 
importance and (.(imposition of these factors 
may viry from one society or context to 
another And scholars is well as actors (suih 
as our movements and 01 gamsahons) of 
course have different opinions about them 
Hence 1 find it scientifically unfruitful and 
politically dubious to start off with w ide or 
culturally relativist definitions of democracy 
which tend to im lude explanatory factois and 
arc wide open to partisan characteristics 
Westerner Asian bourgtois or popular wide 
01 cultui illy relativist definitions which make 
it easy to first mix analytical distinctions with 
perceptions of democracy (that have to be 
interpreted before being analysed) then mix 
analytical definitions with the democratic 
packages (orconccpts) that arc widely traded 
on the development aid market or more or 
less benevolently ptoposed within 
international politics and finally not compare 
like with like (See Olle Tomquist Whither 
Studies of Asia 9 ’ Demoi ratisation 'Bum for 
Opening Address at International Workshop 
on Demoi racy in Asia Nordic Institute of 
Asian Studies CopenjHen October 26 29 
1995) (1o set thmgjKughi let me declare 
that just like many jjjUemporary students of 
social movementsJHfi thus less interested 
in a structural appHjffh than one winch focuses 
on the actors and their perceptions - though 
I am still concentrating on their reading of 
the structural conditions rather than their 
identity formation etc And in terms of choos 
mg between analytical and hermeneutical 
principles for conducting such studies it is 
true that I often begin with interpretations - 
but primarily to arrive at a simultaneously 
fair and critical analytical perspective) 

A first cluster of factors consents the 
preconditions for meaningful democracy Our 
next question is thus what conditions do the 
various movements really give pnonty to try 
to promote or set aside in their different 
contexts and over time 7 The right to organise 
and express opinions, for instance 7 Human 
nghts?ConstituUonahsm and the rule of law? 


Social and economic equality or autonomy 
- in order that people are able to come forward 
as candidates and especially to cost their votes 
in accordance with thetr opinions without 
having to submit to the wishes of their leaders 
employers or landlords dominant propaganda 
or intervening governments or armies ' And 
if so how much of this is regarded as 
necessary' 

Secondly what forms of democracy do the 
movements support (or try to avoid) 7 boi 
instance decentnlisauon of government exten 
sive participation (direct control) pressun 
politics and co operative efforts instead ot 
or in addition to representation (indirect 
control) parties and participation in national 
and/or local elections 7 What (if an>) 
constitutional arrangements arc important' 
And what about the problem of democratic 
centralism within radiLal organisations' 
Thirdly the scope or extension of 
democracy Where do the movements dnw 
the line between state and civil society 'Do 
the movements try to spread democratic forms 
of government to almost all resources wHilH 
people have in common' What uboul 
dtmocrjti sat ion within civil society 7 Within 
what parts of uvil society ' (Companies' 
co operati /cs' NGOs' ) And who will have 
the right to vote' Moreover how do they 
tackle the pioblun of monopoly and non 
democratic governance of already publicly 
controlled and regulated resources' Do they 
resort to privatisation nr some kind of 
democratic rule 7 

Finally the content What democratically 
deetded policies do the movements find 
undemocratic arguing that they run counter 
to the prerequisites for democracy to be 
meaningful' boi instance only policies that 
undermine basic uvil nghts or do they also 
include measures giving, rise to serious 
inequalities' And do their own ends justify 
undemocratic means' 

11 The sources for covering the politics and 
policies will be comparatively undisputed 
standard literaluie and news reports on general 
developments and scholarly studies and 
evaluations as well as documents and 
interviews with leading members of the 
movements to document problematic and 
unintended developments pnonty is given to 
sell critical (valuations by leaders who could 

be expected to do their best to defend the 
policies 

12 For the full report see Tornquist Olle 
Democratic Empowerment and Demo 
cratisation ot Politics Radical popular move 
mentsand the May 1992 Philippine elections 
m Third World Quarterly Vol 14 ) 1991 
(Also in A isurtnlan University of the 
Philippines Vol 8 1 First Quarter 1991 and 
Vol 9 I Third Quarter 1991 and in Sonal 
Movements State and Demoi rats (eds) 
Manoranjon Mohanty and Paitha Mukherji 
with Olle 1 omquisu (forthcoming) S lgc New 
Delhi I99 r ) 

13 747 inhabit ints/sq km in 1991 (according to 
the ten ms of India 1991 Piovisionul 
Population Totals, p 44) as compared with 
tor instance Bangladesh - with about 770 
mhubit&nts/sq km (according to the World 
Development Report 1991, p 218) 

14 In this section 1 am basically drawing on 

4 


P K Michael Tbm*fean*s '$pcio~Bconomic 
Factors in Educational Development Case of 
19th Centuiy Trwancore, Economic and 
Pohtu al Wi ekly Vol XIV, No 45 and 46, 
November 10and 17 1984 Socio Religion? 
Reform Movements and Demand for 
Indu itions of Development Thiravithamkour 
1860 1910 in Imaqis of Rural India in the 
20th Century Sterling Delhi 1992, with T 
M 7 hom is Isaac Sree Narayana Movement 
lnlravuntoie 1888 1919 A Study of Social 
Basis and Ideological Reproduction working 
paper 214 C entreF or Development Studies, 
1 hiruvananthapuram 1986 andloi i broader 
analysis of the historical toots of the Keraln 
model Tharokan s Towards building the 
Kerala Modt I The role of Social Movements, 
People s Action and Public Policy in Social 
Moiernen/% State and Demoi rat v op Cil (Cf 
also the tuiliter references in the next footnote 
ind Gita Sen s Social Needs and Public 
Accountability The case of Kerala in Wuyti 
ct d (cds) Dtxtlopmtni Polny and Pubtu 
At non Oxford University Press and The Open 
University 1992 ) 

15 I i ri lit ion u> the first radic il political 
developing nt Projec t and Us crisis in this and 
the following sections (until st ite modernisers 
andpopulai dcvclopnicntalistsarc analysed) 

I un drawing, mainly where nothing else is 
specified on my previous findings see 

What s Wrong Vol 1 and especi illy Vol 

II op cit some of the relevant sections of 

which arc also lound in Communists and 
Dtmocracy Two Indian C iscs and One 
Dehate in Built tin of Concerned Asian 
Stholan 23(2) 1991 boi further references 
and general perspectives see e g F M S 
N miboodinpad Kerala Soi iei\ and Politic s 
An It st ruul Suru\ N itional Book Centre 
New Delhi 1984 (revised version ot Kerala 
iesterdas Indus and tomorrow 1967) 
f enlrc foi Development Studu s Poverty 
Unemployment and Desehpment Polity A 
( use Study of Si lei h d Is\ut s with Reference 
to Kt tala United N itions New York 1975 
G K Lietcn 7 he lost Communal Ministry 
in Kerala 19*7 59 K PB igchi and Company, 
Calcutt i and Nt w Delhi 1982 T J Nossuei 
( otnmutmm tn Kerala A Study in Pohtu al 
Adaptation Oxford University Press Delhi 
1982 I V Silhyainurthy India Since 
Independent! iolume / (entre State 

Relations the Cast of keiulti Ajantapubli 
cations Delhi 1985 Robin Jeffrey Politics 
Worm n and Well Bern if How Kerala Bet ame 
a model Macmillan 19 )2 Richard W 
T r inke / ife l\ A Little Better Redistribution 
as a Development Strategy in Nadur Village 
Kerala Bouldei Colorado Wcstview Press, 
1993 K K George / trntts to Kerala Model 
oj Devi lopment An Analyst s of 1 1 sc al C nxU 
and Its Implu atoms C tntre for Development 
Studies Thiruvananthapurain 1993 M A 
Oominen Essays in Kerala humomy Oxford 
und IBH publishing C ompany New Delhi 
Bombay and Calcutta 1993 and Dilip 
M Menon C as re Nationalism and Letrn 
munism in South India Malabar 1900 M48 
Cambridge Umvcr ity Press 1994 plu* 
Richoid W Frankc and Barbara H C hastn * 
Kerala Radii al Reform as Development ir 
an Indian State F ood I irst San Francisco 
1989 and Michael Tharakan s Toward 4 
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^tiMfi^yKt^iheKcfaloModel’TheRc^ofSocial 
,,'MhMMnits People’s Action and Public 
r /JtaBcy’ op cit 

16 Interview with E M S Namboodinpad March 
[ 14, 1985 

The latter were more important in West Bengal 
It See footnote 10 

{19 During the 15 years of harsh conflicts between 
the CPI(M) and the CPI, moreover, there was 
a kind of de facto division of labour between 
the two the former had to rely on struggles, 
while the latter had to holdon to administration 
with the Congress party Ct E M S Nam¬ 
boodinpad ‘The Left in India's Freedom Move¬ 
ment and m Free India', in Social Scientist . 
Vol 14. August-September, 1986, p 15 
See footnote 15 in general, and in particular, 
Ronald Hemng's Land to the Tiller The 
Political Economy of Agrarian Reform in 
South Auu, Ch 6, Oxford University Press, 
Delhi. 1985. 'Economic. Consequences of 
Local Power Configurations in Rural South 
Asia*, in Desai. Rudolph and Rudra (eds) 
Agrarian Power and Agru ultural Productivity 
in South A via, Oxfoid University Press, Delhi, 
1984, Dilemmas of Agranan Communism , 
Association for Asian Studies meeting, San 
Francisco, March 1988, (Cf 'Dilemmas of 
Agranan Communism Peasant Differen¬ 
tiation, Sectoral and V lllage Politics', \x\lhird 
World Quarterly, Vol II, No 1 Januaiy 1989, 
K N Raj and M Tharakan & 'Agrarian 
Reform in Kerala and Its Impact on the 
Rural Economy a Preliminary Assessment', 
in A K Ghose (ed), Agranan Reform in 
Contemporary Developing Countries , 
Selectbook, New Delhi, l984,andNKnshnaji. 
'Agranan Relations and the Left Movement 
in Kerala', Eccmomu and Political Weekly 


March 5, 1979 

21 K K Easwaran's 'Re-emergcncc of Land 
Leasing m Kerala The Case of Kuttanad' in 
So< ml Si lenti st, Vol 18, No 11 12, November- 
December, 1990 

12 For a general reference in relation to what 
follows in this section, see A V lose, 
'Agncultural Labour Force in Kerala An 
Histoncal-cuin Statistical Analysis' (Ph D 
thesis submitted to the Umvetsity of Kerala, 
Centre for Development Studies Thtru 
vananthapurom, 1980) and K P Kannan's Of 
Rural Proletarian Struggles Mobilisation 
and Organisation of Rural Workers in South- 
West India . Oxford University Press Delhi, 
1988 and ‘Labour Institutions and the Deve 
iopment Process in Kerala , inT S Papola and 
G Rodgers (eds), Labour Institutions and 
Economic Development m India . International 
institute for labour Studies, Research Senes 
No 97, Geneva, 1992 

23 Most scholars agree on this, but no reliable 
general figure is available The problems 
include uncertain, usually inflated and not 
always comparable figures from the unions 
themselves, moreover, one should consider 
the number of actual followers Discussions 

l with Mndul Eapen and K P Kami an, August 

1 30, 1994 

|4 For example toddy-tapping-jobs for 

b traditional toddy tappers only 

See P S Vijayasankar, ‘The Urbran Casual 
* Labour Market in Kerala A Study of the 
Headload Workers of Tnchur' (M Phil thesis. 


Centre for Development Studies, Thlru- 
vananthapuram. 1986) 

26 The post-second world war Swedish ex¬ 
perience up until the eariy 1970s is a good 
case in point 

27 For some relevant general perspectives of the 
economic problems see the senes of papers 
in Ei onomn cu*d Political Weekly , September 
I-8 and 15.1990, introduced, in the September 
J -8 issue, by K P Kannan's Kerala Economy 
at the Crossroads'*' (cf also his ‘Kerala's 
Development Dilemma’ in People and 
Development , Costford, September-October 
1991), further, K N Raj’s Mathai Manjooran 
Memorial Speech, 'Kerala’s Pattern of 
Development', m People and Development 
CostfonJ, January-February 1991. E M S 
Namboodinpad's response in the following 
memorial speech, Kerala's Economic 
Planning and its Politics’, in Desabhimam . 
February 26,27. and 28, K K George’sLimm 
to Kerala Model of Development , op cit, 
M A Oommen, Essays on Kerala Economy 
op ett and Kerala s Economy Performance 
Problems Prospet t\ (ed) B A Prakash, Sage 
New Delhi, 1994 See also. B A Prakash. 
‘Pnvate Financing Fums in Kerala A Study' 
in Ei anomic and Politic al Weekly . Vol XIX, 
No 50, December 15, 1984 and in relation 
to the recent Gulf ensis, Ashwam Saith’s 
‘ Absorbing External Shocks The Gul f Cnsis 
International Migration Linkages and the 
Indian Economy, 1990 (with special reference 
to the impact on Kerala) in Development and 
Change , Vol 25, No I. January 1992 and 
T M Thomas Isaac’s, Economic Con 
sequences of the Gulf Crists A Study of India 
with Special Referent etc* Kerala ILO UNDP, 
New Delhi, 1992) 


28 Saitii, op cit 

29 See e g. Herring (1989), op cit, p 96 ff 
Actually, the latter losses continued in the 
1987 election though they were compensated 
for by new gains in Travancore See the 
computer analysis m Frontline , April 18- 
May 1, 1987, eg, pp II and 122f 

30 Including, in my judgement, among leaders 
like N E Balarain (then state secretary of the 
CPI), Nayanar (state secretary of the CPI(M)) 
and Rama Krishna (CP1(M) leader in charge 
of the peasant movement) (interviews in 
February 2, *4 and 5, 1985 respectively) 

*1 I am particularly thankful for several dis 
cussions on these issues with Michael 
Tharakan, Nalmi Nayok (senior leader of the 
Programme for Community Organisation 
Thiruvananthupuram) and Vinod Krishnan 
(preparing research on the Naxalite cultural 
actions in Kerala) 

32 Kerala Sastra Sahitya Panshat (KSSP) 

55 For the KSSP see T M Thomas Isaac and 
B Ekbal Sc tenc e for Soc lal Res alution The 
Expenenc e ofKerala Sastra Sahttya Panshat 
KSSP, Tnchur, 1988 Science as Social 
Activism Reports and Papers cm! hr People \ 
Science Movements in India KSSP Thiru 
vananthapuram 1984, M P Purameswaran 
’Sastra Sahitya Panshad Thirty Years m 
Retrospect’ (manusenpt, nd) (early 1990s*) 
and, most recent. Mathew Zachana and 
R Sooryamooi thy Sc lent e in Partu ipatory 
Development J he Achievements and 
Dilemmas of a Di velopment Movement The 
Case of Keiala , Zed Books, London, 1994 

54 See Herring e g, (1986) and (1989), op cit 
and Tomquist, What s Wrong Vol 11 and 
‘Communists and Democracy Two Indian 
Cases and One Debate’ op cit 


JUST RECEIVED 

BEYOND CAPITAL 

Towards a Theory of Transition 

by Istvan Meszaros 

Professor Emeritus, University of Sussex 
(Published by Merlin Press, London, 

Distributor: K P Bagchi & Company 

1995, Pp 994, Royal. £ 14 95 (Rs 808 80) 

For Individual purchase upto 31-7-96, 20% discount 
(Rg. 647.00 nett) la case of order with payment 

Like Capital, this is the author’s life work He shows how the philoso¬ 
phers from Locke to Hegel have assumed the permanence and inpnu- 
ttbility of capitalism and takes issue with apologists from Malthus to 
Hayek, exposing their special pleading with masterly scorn He ex¬ 
plains the destructive consequences of global capitalism from chronic 
unemployment to massive indebtedness and the necessity for arma¬ 
ments production As with Capital, the author’s commitment and 
concern for the exploited shines through 

‘Here is a powerful book enabling us to discover entirely new 
horizons Beyond Capital is very much a work for the future, a tool, 
an instrument for struggle It is not only pi ofound in its analysis, but also 
passionately inspired by sympathy ’for the downtiodden and their 
struggle for liberation * Darnel Singer, The Nation 
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Unorganised Sector and Structural Adjustment 

G Parthasarathy 


It is unfortunate that in the euphoria about liberalisation and globalisation we have forgotten the fundamental task 
of institution-building. This is brought home most sharply by the case of the unorganised sector. 

Countries with a large proportion of the workforce in the unorganised sector have to reckon with the fact that 
the number of such workers will rise as a consequence of structural adjustment and economic reform. So-called safety, 
nets cannot solve their problems . What is needed is a new approach to development in which petty producers are 
made agents of social transformation through their own organisations which bring them economies of scale, technology , 
credit and marketing. 


THE di vision of the economy into two sectors 
has a long heritage. Arthur Lewis in a seminal 
article, back in 1950s, propounded the theory 
of dualism. His version of dualism differs 
from an earlier version of Boeke in which 
a segmented society is explained by 
fundamental and permanent differences in 
economic behaviour. This has long been 
dismissed as untenable by many critics. The 
socio-economic duality of Arthur Lewis was 
popular in the 1950s and 1960s. Lewis and 
others see the cities with their modem 
^industries as dynamic centres from which 
the static character of the rural order, 
characterised by stagnating agriculture with 
very low labour productivity can gradually 
be overcome. It was assumed in the Lewis 
model that unorganised sector with surplus 
labour will gradually disappear as the surplus 
labour gets absorbed in organised sector. 

In the last few decades, the Indian situation 
at least does not conform to the Lewis model. 
The organised sector failed to absorb the 
labour engaged in the unorganised sector. 
The Lewis model, which is drawn trom the 
experience of the capitalist countries in which 
the share of agriculture and the share of 
unorganised sector showed a spectacular 
decline was not found to be true of many 
developing countries, including India. The 
1 ate-comer developing countries faced an 
entirely new situation of development. 
Borrowed technology from developed 
countries was labour displacing. The change 
in industrial structure was also not favourable 
to the absorption of labourfrom unorganised 
sector. The information and knowledge 
revolution put a premium on educational 
skills of the labour force and absorption of 
blue-collar workers as against the white- 
collar workers has been less in the current 
stage of industrial development. Even in 
developed countries the share of blue-collar 
workers has been going down. 

It is not only mainstream theory that 
visualised absorption of the unorganised 
sector in the growing urban industrial sector, 
but Marxian theory also anticipated the 
destruction of pre-capitalist structures as a 
result of aggressive growth of capitalism. In 
Marxian theory, the small fish is eaten by 


the big fish. Capitalist accumulation will 
sweep away the non-capitalist and pre¬ 
capitalist village and small industries. The 
labour in such industries will enter the ranks 
of the proletariat. Those who cannot get 
absorbed will enter the ranks of the 
immiserised unemployed labour. Social 
transformation takes place through a 
revolution generated by the conflict. Neither 
in Marxian theory nor in classical economic 
theory the unorganised sector has a permanent 
place in the economy. 

The situation we witness currently in India 
is quite different. The share of unorganised 
sector in National Income has been declining 
but the number in the unorganised sector 
continues to swell. Five decades of post¬ 
independent capitalist growth has not been 
able to absorb the labour force in the 
unorganised sector. There is a need for direct 
support to unorganised sector besides 
defending it against appropriation by 
organised sector for improving employment, 
productivity and incomes of the poor. We 
address in this paper the issues of relative 
efficiency of the organised vis-a-vis the 
unorganised sector, the exploitation of the 
unorganised sector by the organised, and the 
biggap between profession and performance 
in relation to public support to the unorga¬ 
nised sector. We also focus on the adverse 
implications of structural adjustments for 
the unorganised sector and finally conclude 
with an appeal for public policy which goes 
beyond safety nets and adjustments with a 
human face. 

I 

Conceptualisation of 
Unorganised Seflfrr 

There is much controversy on the concept 
of the unorganised sector. It is sometimes 
defined as the sector which is not recorded 
under any factory legislation. In this sense, 
it is derived as a residual after deducting the 
registered labour force from the total labour 
force. Since small and village industry is not 
generally registered, the unorganised sector 
is identified with the small and village 
industry sector. But this is not appropriate. 
The method will not cover the unorganised 


part in the service sector. Further, not all 
industries defined as 'small* by the' 
government are unregistered. Some are 
registered under the Factories Act. A more 
meaningful use of the concept of unorganised 
sector is its identification with pre-capitalist 
structure of production while organised sector 
is related to capitalist structure. In this sense, 
the unorganised sector is comprised of own 
account workers and also casual labour 
employed in establishments. The latter do 
not have access to the benefits of social 
security. The unorganised sector is sometimes 
also identified with the informal sectorthough 
such an identification is not without 
controversy. 

The term 'informal sector* was first 
launched by Hart (1971). He describes the 
informal sector as that pan of the urban 
labour force which falls outside the organised 
labour market. The concept has been further 
refined by a mission of the International 
Labour Office (ILO) which studied the , 
employment situation m Kenya within the ; 
framework of the World Employment 
Programme. 

In the earlier writings, the approach to 
unorganised sector was negative. The sector 
was considered unproductive which would 
disappear with development. Recent litera¬ 
ture shows that activities in the unorganised/ 
informal sector are economically efficient 
and profitable. Though they are characterised 
by low capital intensity, low level of pro¬ 
ductivity, a small and usually poor clientele, 
a low level of formal schooling, intermediate 
technology, preponderance of family labour 
and ownership and ease of entrance and last 
hut not the least lack of support and 
recognition on the part of the government. 

The concept of the informal sector is 
usually applied to the urban system. This 
ignores production relations within agri¬ 
culture. The large, medium and semi-medium 
farms on which modern methods of 
management have been introduced may be 
considered under organised sector within 
agriculture. Further, these need to be 
distinguished from the self-employed small, 
marginal farmers and casual labourers. Only 
the latter category, and not the whole ot 
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__ e needs to be considercdtmder the 
.al sector. Further, the inclusion of 

T _ji small-scaleindustry and powerlooms 

the unorganised sector may not be 
^considered appropriate. 

11 

Employment in Organised and 
; ;Unorganised Sectors 

, 1 In this paper, as a first step, employment 
In the unorganised sector is derived as a 
i tesidual after deducting the employment in 
: the organised sector from the total labour 
jjj force given in census data. The estimates of 
V* Organised sector employment are recorded 
y'; in the Economic Surveys prepared by finance 
ministry. The details of organised sector are 
/ available for the period 1981 onwards for 
rXievery year in the Economic Surveys. For the 
years 1961,1967,1971 and 1974, the figures 
'/ ; *re obtained from Fifth Plan draft. The 
^ trends of employment in organised and 
" unorganised sector are shown in Table 1. 

' As in 1991, the share of the unorganised 
; -Sector in Indian economy was as high as 
| 90.66 per cent. There has been very little 
\ decline in the share since 1961. Employment 
v in the unorganised sector over the period of 
>, j three decades grew at an annual rate of 1.1 
■» per cent. In absolute terms the additions to 
Employment in the unorganised sector per 
Annum during the three decades was 2.68 
‘ ; million. Employment in the organised sector 
\ has not grown at a rate high enough to reduce 
the rate of growth of the unorganised sector. 

The share of employment in organised 
. sector in 1981 was only 9.70 per cent, this 
; may be compared with corresponding share 
of net domestic product of 30 percent (Table 
‘ !}. Between 1980-81 and 1990-91, the share 
' iof the organised sector in NDP increased 
!•'" further from 29.97 per cent to 36.14 per cent. 

But the share in employment showed a 
"! i decline from 9.70 per cent to 9.37 per cent. 

. This shows the inability of the organised 
, .sector (even in the context of growth) to 
/ Absorb the growing labour force. Between 
1981 and 1991. the annual addition to the 
labour force as per the demographic censuses 
’ was 4.9 million. Out of this, the absorption 
; of the organised sector was only 0.38 mi llion 
, or around 8 per cent of the labour force. 

' i . We show the share of the organised and 
^unorganised sectors in NDP for 1991 by 
yT industry division (Tabic 3). Electricity, gas 
and water, railway transport, communi¬ 
cations, public administration and defence 
. are exclusively within the organised sector, 
v .A major percentage of production in 
j • manufacturing, financial services and bank 
vices are within the organised sector. The 
ganised sector accounts for much of 
ricultural production, bulk of trade and 
iction, major proportion of transport 
er than railways, and storage. 


The preceding analysis is based on data 
which show the entire crop production sector 
and the entire SIS as unorganised. But this 
position does not seem to be warranted in 
the light of the changes in the rural economy 
following the green revolution. A new class 
of farmers well-integrated with the outside 
world has emerged following the green 
revolution. It is appropriate to consider this 
class under the organised sector, whereas 
small and marginal farmers and agricultural 
labourers are treated under the unorganised 
sector. The organised sector thus covers 
semi-medium, medium and large holdings. 
Out of 185 million employed in the 
agricultural sector as per 1990-91, 139 
million arc in the unorganised sector. Out 
of these, agricultural labourers form the 
majority. They are mainly drawn from small 
and marginal farmer families. Their growth 
reflects the trends towards the break up of 
pre-capitalistic structures within agriculture 
and simultaneously the growth of the 
capitalist class within agriculture (Table 4). 

If employment in the unorganised sector 
is classified under pre-capitalist structures 
of production and the emerging casual labour 
class (both agriculture and non-agricultural 
labour), it is equally distributed. 

Non-household non-factory industry 
shows the highest rate of growth during the 
period 1961-81. Household industry shows 


a negative rate of growth. Thefactory sector 
which showed a highrate of growth during 
the period 1961-81, shows a deceleration 
during the period 1981-91. 

The entire employment in the public sector 
is considered under the organised sector 
because of job security and social security 
benefits that the employees are enjoying. In 
1991, employment in the public sector was 
18 million against seven million in the 
organised private sector. If modern and small- 
scale industries and powerlooms are added 
to this total employment in the private 
organised sector could be around 24 million 
against 18 million workers in the organised 
public sector, making a total of 42 million 
in the organised sector within non-agriculturc 
against a total of 54 million in the unorganised 
sector. 

Our adjustments of the components of the 
unorganised sector reduce the share ol 
employment within this unorganised sector 
from around 90 per cent to around 70 per 
cent; the share of the organised sector goes 
up from 10 per cent to 30 percent or roughly 
90 million in a total of 285 million. 

Within non-agriculture, there has been a 
shift towards non-factory non-household 
sector employment. Household sector’s share 
has steadily declined since 1961. Factory 
sector employment which grew at a higher 
rate of 4.7 per cent per annum from 1961, 


Table 1: Trends in Employment in Organised and Unorganised Sectors, 1961 to 1991 

(In miliums ) 


Year 

Organised 

Unorganised 

Total 

Share of Unorganised 
Sector 

Employment 

1961 

14.60 

174.10 

188.70 

92 26 

1971 

20.20 

206.70 

226.90 

91 10 

1974 

22.50 

na 



1981 

22.90 

214.00 

236.90 

90.33 

1983 

24.01 

264.00 

288.00 

91.67 

1987-88 

25.70 

268.00 

293.70 

91.25 

1991 

26.70 

259.38 

286.08 

90.66 


Notes: It may be noted that work participation rales as per the NSS are higher than for Census. 

Unorganised sector employment is got by deducting workers in the organised sector from total 
workers. 


Sources : I Five-Year Plan Draft, 1978-83 , Planning Commission. 

2 Economic Survey, 1994-95. 

3 Draft Five-Year Plan, 1978-83. 

4 Sarvekshana , Vollll, No 1. July 1979. 


Table 2: Net Domestic Product by Organised and Unorganised Sectors at Current Prices 

(Rs crore) 


Year 

Organised 

Unorganised 

Total Share of Unorganised 

Sector 
Employment 

1980-81 

33073 

77267 

110340 

70.03 

1985-86 

72952 

134610 

207$62 

64.85 

1986-87 

84652 

145555 

230207 

63.23 

1987-88 

96755 

164755 

261510 

63.00 

1988-89 

114624 

199895 

314519 

63.56 

1989-90 

131644 

228049 

359693 

63.40 

1990-91 

151749 

268030 

419779 

63.85 


Sources- National Accounts Statistics , 1993, pp 203-04. 
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showed apercepUbl€dechnet0O.O4per<m 
per annum in the 1980s (Table 5) Since 
1983-84, the organised private sector has 
contributed very little to employment 
Whatever employment growth we found 
dunng this period is attributed to public 
sector Thus the organised sector’s capacity 
to absorb labour weakened considerably m 
1980s 

The preponderance of self-employed m 
total labour could be seen from Table 6A 
and the trends from Tabic 6B Regular labour 
formed over 14 per cent of total labour 
When the labour composition is considered 
by rural and urban within the rural sector 
regular labour formed only 8 per cent as 
against 40 per cent in the urban sector As 
regards the trends, a decline in regular 
employment in both rural and urban areas 
lot both the sexes and an increase marked 
by casualisaiion in urban areas are 
observable 

III 

Relative Efficiency: Unorganised 

Sector vn-fl-vn Organised Sector 

The NDP pci workci m the organised 
sector is more than three times the 
corresponding productivity within the 
unoiganiscd sector (Tabic n ) fc\cn it 
agriculture is not considered productivity 
in the organised secloi is much higher than 
in ihc unoiganised sector Docs it imply that 
orgmiscd sector is more efficient ; it may 
not be appropriate to draw sue h an inference 
In a capital scarce economy capital output 
ratios provide a better norm for judging 
relative efficiency as compared tv labour 
outpul ratios 

As wc do nol have data on capital stock 
by industry wc could use the data on capital 
stock for registered and unicgistcred 
manufacturing units The total capital stock 
used in the organised manufacturing sccloi 
is Rs 1 25 118 ciore as against Rs 51 141 
ciorc in the unorganised sector in 1987-88 
Per worker capital stock is as high as 
Rs 2,01,803 lakh in registered manufactur¬ 
ing as against Rs 20,48b lakh tn unregistered 
manufacturing Thus the organised manu¬ 
facturing sector uses 10 times the capital 
slock per workei when compared to the 
unorganised manufacturing sector It is this 
which gives an advantage to the oiganised 
sector A number of scholars examined the 
relative efficiency in the past and we may 
consider their findings ^ 

Dhar and Lydall show that capital output 
ratios m units employing 20 or more persons 
are not higher Rather, in certain cases, they 
are lower [quoted in Goldar 1988] But this 
is wirh reference to small-scale units in the 
modern sector Hajra in a study using the 
data of CM1 for 1955-58 came to similar 
conclusions Sandesara in his studies 


published m 1969 and 1966 using CM1 data 
for 28 industries for the period 1953-58 
found again negative association between 
size and capital-output ratios He concluded 
that small-scale industries neither generated 
more employment nor more output per unit 
of capital compared to large scale units 
Mehta in a study published m 1969 using 
the ASi data lor 1960-63 however found that 
capital-output ratios rose with size The 
conflict between the results of Mehta and 
the earlier studies of Sandesara Dhar and 
Lydall could be explained in terms of methods 
used Mehta used only fixed capital whereas 
Sandesara, Dhai and Lydall covered also 
working capital 

A major limitation of the studies based on 
the CMI/AS1 data is that they cover only 
those small scale units which aie registered 
as lactones under the Factones Act IGoldai 
1988] These covei only 11 per cent of Ihc 
sample units though they cover 55 pti cent 
of output | Sun 1988 61] A later study by 
Bhavani (1980) which uses the census of 
small scale industrial units comes to 
conclusions amilar to those ol Dhar and 
Lydall [Goldar 1988 1001 Goldar using 


two factor frontier production functions 
amves at the conclusion that small-scale 
industries are relatively efficient in those 
industnes in which the difference in capital- 
labour ratio between large-scale and small- 
scale units is relatively small They cannot 
be relied upon to generate large amount ot 
employment under ihese conditions Where 
they had substantial advantage in 
employment generation, they are relatively 
inefficient and whctc they arc efficient they 
do not have muc h advantage in employment 
generation [Goldar 1988 111] Goldar 
further finds that small scale units are leas 
efficient in the use of capital m almost all 
(35outol 37) industnes Estimates of relative 
efficiency indicate that m a (airly large 
numbei of units small scale units are 
relatively inefficient c ompared to large scale 
units The idative efficiency index is found 
to be positively related to size, and the 
proportion of small scale units using power 
arc negatively related to the ratio of closing 
stock to consumption ol law materials and 
the ratio of short teim bank credit to 
invt nloncs (Goldar 1988 117] f he finding 
of a negative relationship between short- 


TABI F 1 SlIAKL OF OROANISFD AND U NOROAN IS bD Sbl IORS IN THI NDP B> InIH SIRS 1990 9| 

(Rs (rare) 


tndusliy 

Organised 

Sector 

Unorganised 

Sector 

Total 

Share ol 
Orgmiscd 
Scitoi m 

I otal 

Shaie of 
Unorganised 
Sector 

1 

Agriculture fon try 







and fishing 

4486 

135*8* 

1*987! 

321 

96 79 

1 1 

Agriculture 

1.287 

126229 

129*16 

2 51 

97 46 

1 2 

Forestry and logging 

1196 

5898 

7094 

16 86 

8* 14 

1 3 

Fishing 

3 

3258 

3261 

09 

99 91 

2 

Mining and quarrying 

72S4 

767 

8021 

90 41 

9 56 

3 

Manufaclunng 

4S92K 

30098 

76026 

60 41 

*9 59 

3 1 

Registers d 

45928 


45928 

100 00 


32 

Unregistered 


30098 

*0098 


100 00 

4 

Electricity gas and 







wafer 

4031 


40*1 

100 00 


S 

Construction 

11816 

1389 3 

2*709 

4* % 

*4 04 

6 

Trade hotels restaurants 

4081 

*H026 

5/109 

7 1* 

92 85 

6 1 

Trade 

1659 

*0442 

*4101 

6 76 

93 34 

62 

Hotel and restaurants 

424 

2S84 

3008 

14 10 

85 90 

7 

Transport storage and 







communiL ltions 

12881 

121*6 

25037 

*1 45 

48 55 

7 I 

Railways 

4368 


4 368 

100 00 

- 

72 

Transport by other 







means 

4660 

119b3 

16623 

28 03 

7107 

73 

Storage 

“184 

193 

3/7 

18 81 

51 19 

74 

Communications 

3669 


3669 

100 (X) 

- 

8 

Financing nsurance 







real estate and business 







services 

19006 

13857 

32863 

57 8* 

42 17 

8 1 

Banking and msuiance 

18836 

2*89 

21225 

88 74 

n 26 

82 

Real estaU and business 







services 

170 

11468 

11638 

1 46 

98 54 

9 

Commun tv social and 







personal services 

42264 

8848 

51112 

82 69 

17 *1 

9 1 

Public admn and defence 

24336 


24336 

100 00 


92 

Other services 

17928 

8848 

26776 

66 96 

3*04 


Total 

151749 

268030 

419779 

*6 15 

6*8* 


Total (Non agr) 

147263 

132645 

279908 

*2 61 

17 39 


Source National Accounts Statistics 1993 
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term bank borrowings and efficiency in 
small-scale industries issomewhat surpnstng 
suggesting that subsidised credit involves 
some cost in terms of efficiency 
While there is almost conclusive evidence 
that modern small-scale industry is no 
difterent from large-scale industry in 
economising capital use, there is little 
evidence on the relative efficiency of 
traditional small industry vis a-vis large- 
scale industry The virtual absence ol serious 
academic research is altogether intriguing 
In tact, there are only two studies of note 
that have examined this question in the 
Indian context One undertaken by the Project 
Appraisal Division of the Planning 
Commission (1979) and the other done lo» 
the World Bank by Dipak Mazumdar (1984) 
[Misral993 90) The Planning Commission 
study indicated that whereas fixed capital 
cost per unit of output was the highest m 
the mill sectoi and the lowest in the handloom 
scctoi employment per unit of output was 
the highest in the handloom sector and lowest 
m the mill scctoi The data also showed (hat 
the cost of production of handloom cloth 
per metre was actually lowei than that of 
null made (loth by 17 per (ent in the case 
ot coarse cloth and 5 per cent less in the 
case of finer than medium cloth The 
Planning C ommission linear programming 
exercise indicated that, at actual factor cost 
for coarse and lower medium varieties cloth, 
handlooms were the pretened mode of 
production With a low capital constraint 
the optimal solution indicated an equal 
sharing ol output between the two sectors 
the share of powerloom sector rising as the 
constraint of capital was progress! Ay eased 
As a policy prescription the study 
recommended a virtual reservation ot all 
varieties of coarse and lower medium cloth 
for the handloom and finer varieties lor the 
powerloom sector 

Majumdar s study for the World Bank 
(1984) presents data on output per worker 
and capital per unit of labour and per unit 
of output for the three scctois, namely, 
handloom, powerloom and mill Output per 
worker per day was 5 4 metres for handloom, 
16 8 metres lor powerloom and 42 5 metres 
for mill Capital cost per metre of cloth 
works out to Rs 1,054 (or handloom and 
Rs 467 for powerloom, when fixed capital 
alone was considered (similai details for 
mill are not available) If working capital 
is also included capital costs work out to 
Rs 614 tor handloom, Rs 625 for powerloom 
and Rs 447 for mill Majumdar's dan 
have shown that production of cloth on 
powcrlooms is the preferred technique over 
a wide range of interest rates, i c, between 
13 2 per cent and 46 05 per cent A market 
interest rate lower than 13 2 per cent would 
make mill production more profitable than 
powetloom production, whereas beyond an 


interest rate of 46 05 per cent, vt would be 
more profitable to produce on handlooms 
rather than on powerlooms [Misra 1993 
94] 


While the evidence torn micro-data ol 
capital-output ratio fragmented, sketch! 
and partial, the evidence in the NSA da{: 
suggests lower capital-output ratios for tb 


1 abu* 4 Tri nds in the- Numbfr of Workers in thf Organised and Unorganised Sectors J 

(MiUuml 


Item 

1979 81/ 

1980 81 

1990 91/ 
1989 90 

Percent 
Change Over 
the Decade 

Percent 
Share of 
Unorganised 
Sector 

I Unorganised Sector 





1 Agriculture 





(a) Marginal farmers 

47 00 

48 00 1 



(b) Small farmers* 

1500 

16 00 1 


32 24 

(c) Agncultural labour 

56 00 

75 00 

33 93 

17 76 

Total 

118(H) 

139(H) 

17 80 

70 00 

2 Non agriculture 





Traditional ** 





(a) Khadi 

1 1? 

1 40 



(b) Village industry 

1 61 

3 21 



(c) Handloom 

6 15 

7 60 



(d) Sericulture 

1 60 

500 



(e) Handicrafts 

2 00 

421 



(t) C on fibre works 

0 60 

0 50 



Total 

13 08* 

21 92* 

90 37 

1104 

3 Other non agricultural labour 

28 67 

75 05 


12 62 

4 Own v count workers in 





trade and semces 

14 33 

12 52 


636 

Total 

43 00 

V7 57 

12 47 

18 98 

Total of unorganised sector 

174 20 

198 49 

1 32 


II Organised Sector 





1 Agnculturc 





Medium sum medium 





landholdings 

40 00 

46 00 

15 00 

52 59 

2 Non agncultural labour 




4 

(a) Public sectoi employees 

15 60 

18 (X) 


20 58 

(h) Private sector employees in 




/ 

establishments with more than 




f \ 

10 workers 

7 40 

7(H) 


800 ' 

(c) Powcrlooms 

1 10 

4 50 


5 15 

(d) Modem small scale industry 

6 70 

11 96 


13 67 

Total of non agricultural labour 

30 80 

41 46 

41 88 


I otal of organised sector 

70 80 

87 46 

26 69 

47 40 

Grand total of unorganised and 





organised sectors 

245 00 

286 00 

16 53 

100 00 


this includes both household industry and non factoiy non household industry 
Estimated from the household data and the Census data on cultivation 


** Data from VII Plan Report 1990 91 

Note The total number of employees m unregistered manufacturing was 18 4 million according t 
1980 Census These formed 32 per cent of the total non agricultural workers Substantial numb 
of non agne jllural workers are in the tertiary sector Sec for details Fntplo) ment in Unorganm 
Manufacturing as per 1980 Census Data Base of ihc Unorganised Manufacturing Industry A 
Apprats d Small Scale Enterprises in Industrial Development 


Tabi r 5 

Distribution or Workers in Manui ac hiring hst am lshmi nts 1961 91 

{In 000 


IU6I 

1981 

1991 

Rate of Growth 
1961 81 1981*91 

Ml manufacturing 

17523 

25175 

28671 

1 83 

131 


(100 00) 

(100 00) 

(100 (Ml) 



Household 

9651 

7743 

6804 

1 09 

-1 28 


(55 08) 

(3075) 

(23 73) 



Factory 

1050 

7715 

7743 

4 75 

004 

- 

(17 40) 

(3065) 

(27 01) 



Non lactorv and 

4822 

9717 

14124 

3 57 

3 81 

non household 

(27 52) 

(38 6) 

(49 26) 




Sourtev Mian Journal of Labour hi ontmte r Vol 37 No 3 July September 1994 

Sec also K V Ramaswamy Small Scale Manufacturing Industries in India Aspects of Su 
Giowth and Structure , tPW February 26 1994 
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Unorganised manufacturing sector as a whole 
Ite compared to the organised manufacturing 
factor 

It should also be noted that research focus 
so far has been mainly on technical efficiency 
but not allocative efficiency Even it small- 
scale units are inicnoi in terms of technical 
efficiency, they may be tar superior in 
allocative efliuencv as that economic 
efficiency of small-scale units may be as 
high as that of large units 

IV 

Earlier Policies to Strengthen 
Unorganised Sector: A Critique 

Earlier policies to stiengthcn the 
unorganised scctoi may be classified under 
' the following heads (I) fiscal i e 
discriminatory excise tax, (2) product 
subsidies O) input quotas (41 marketing, 
(5) technical support and (6) icscnations 
None of these policies has been a success 
m strengthening the unoigamscd sector 
Discriminatory excise taxes have failed to 
benefit the handloom see lor I he powerlooms 
gained at the expense of handlooms and also 
purchase ot hank yarn intended lor 
handlooms was appiopnatcd by powerlooms 
[Iain 19811 The import mce of tax evasion 
on powctlonm cloth in titling the scales of 
competitive advantage in favoui ot 
powerlooms vis a vis the mills has not 
received adequate attention |Misra 1991 
101) Discriminatory excise taxes together 
with the obliiMiion on textile nulls to supply 
, controlled cloth have shifted the advantage 
* from textile mills to powerlooms I C lain 
commented in 19M that the loss ot 
employment ol weavers was unimaginable 
and one half of those who lost thetr jobs weie 
women since women weie also engaged in 
handloom weaving indusli> (Jam 19811 
Production subsidy has been the othci 
tnsltumcniof public policy The 1985textile 
policy has also piovidcd loi the production 
J Ol jan.it i cloth hy the hanJlooin sector 
through the pioviMon ol subsidies devoted 
to the produ< lion ot janata cloth Overall the 
total subsidv support to handloom we ivers 
would be ot the order ol Rs 200 crore at 
present (Report ol the Committee to Review 


the Progress of hnpfen^tatkirt of Textile 
Policy ot June 1985. January 1990, p 51) 
The Institute of Rural Management (IRMA) 
Report entitled ‘ A Study of Interventions in 
the Handloom Industry* has the following 
to say on the fanata scheme “Even m the 
worst of slues, the scheme has helped the 
weavers get steady earnings, distinctly higher 
than other state-aided weavers, but not al ways 
even a minimum starvation wage - we could 
not disc cm any conscious attempt anywhere 
to use the scheme to bring relief to the 
poorest weaver It is suggested that the 
organisations could have full freedom to 
price the laiiata products as they find suitable 
and that the allocation of production should 
cleaily be for the poorest weavers” (p 44, 
sec also Abid Hu* sain Committee Report, 
p 66) 

Input quotas have been found necessary 
m the case of unorganised sector since the 
sector is found to lose in competition with 
the organised sectoi because of aggressive 
marketing strategies ot the latter 

Undei the 1985 Taxtilc Policy, spinning 
mills aie requited to produce 50 per cent ol 
then total marketable output as hank yam 
Rut the actual delivery ol hank yarn amounts 
to 40 per cent of total hank yarn produced 
This has raised two difteicnl kinds ot 
problems Fitstly, there aic widespread 
complaints of diversion of trank yam to 
powerlooms Secondly the demand for yarn 
by htndlooms is for specific qualities and 
counts and there is a mismatc h between the 
yarn supplied and yam demanded Further, 
>arn prices are found to rise to abnormal 
heights (Abid Hussain Committee Report 
pp 45-46) The role played by organisations 
such as the National Handloom Develop 
ment C orporation (NHDC), the state level 
Handloom Development Corpoiations 
and Apex Handloom Organisations in 
achieving stability of prices leaves much to 
be desired 

Weaveis co-opcratives have been the 
chosen agent tor assistance in marketing of 
handloom products But it is disquieting to 
note that the weavers co-opctatives at 
various levels in general could not deliver 
the goods for a variety of reasons 
Unlortunately, a major chunk of production 


and marketing activities m the Mmdtoom 
sector is still in private hands Further, over 
half of all registered weavers' co-operatives 
in the country have time and again been 
reported to have been lagging behind 
Broadly speaking, theweavers’ co-operative 
sector registered slow pace of progress 
vn-a-vis the private sector Lack ot co¬ 
operative character is said to be one of the 
main reasons Further, they do not have the 
liquid cash for maintaining inventories and 
they oiten have inadequate and halting 
supplies ot inputs like, dyes, chemicals, yarn, 
etc They aie also obliged to depend upon 
private spinning mills and dyes manu¬ 
facturers (Rao 1978 14-15) One ot the 
main presc nptions of the 1985 Textile Policy 
is reservation of 22 varieties ot fabrics for 
handloom weavers This has been rendered 
null and void by the stay order granted by 
various high courts and the Supreme Court 
(Abid Hussain Committee Report, p 91, sec 
also VIII Plan Report, p 119) 

I he experience in respect of othei 
traditional industries has not been different 
Ihcrc has been a decline m the growth of 
handloom and village industries Changing 
consumerpicferences and product preference 
against khadi have been the factors A laige 
number of artisans* co-operatives engaged 
in village industries have continued lo be 
dormant The wages of artisans are found 
to be lower than those observed lor the farm 
sector (VIII Plan pp 116 37) 

Up to the end of the VII Plan the 
implementation ol various schemes for 
promotion and development ot handicrafts 
had not been able to provide assistance lo 
large sections ot craftsmen insofar as 
production and ielated inputs areconcci ned 
Marketing of then produce is still left largely 

TABl 1 6b 1 RPNliS in Empi oymlni 


Employment Status 


Year 

Self Kegulai 

Employed Employees 

Casual 

Lahoui 

Rural males 

1972 71 

659 

121 

220 

1977 78 

628 

106 

266 

1987 

605 

101 

292 

1987 88 

586 

100 

314 

Rural females 

1972 73 

645 

41 

114 

1977 78 

o2! 

28 

151 

1981 

619 

28 

153 

1987 88 

609 

17 

3S5 

Urban moles 

1972 71 

t92 

507 

101 

1977 78 

404 

464 

112 

1981 

409 

417 

154 

1987 88 

416 

417 

147 

Urban females 

1972 71 

484 

279 

217 

1977-78 

495 

249 

256 

1983 

458 

258 

284 

1987 88 

471 

275 

254 


Sourt e Swvekshanu September 7,1990, p 92 


I ABi i 6a Arm>m it Ni miifh of Wopkips by 5iu I mpioyld Ri at i ar and Casual Laboi r 

Status 1987 88 

( Million ) 



Mali 

Rural 

Female 

1 otal 

Mate " 

Urban 

female 

1 otal 

Male 

Total 

Female 

Total 

Self employed 

89 31 

52 80 

142 tl 

17 75 

5 51 

2126 

107 06 

5811 

16S )7 

ftegulai labour 

15 11 

1 17 

18 48 

1861 

121 

21 82 

11 92 

618 

4010 


(10 04) 

(166) 

(7 71) 

(4165) 

(27 46) 

(40 17) 

(1719) 

(648) 

(1171) 

CqsujI labour 

47 8S 

30 71 

78 58 

6 27 

2 97 

9 24 

54 12 

11 70 

87 82 

Total 

152 17 

86 70 

2 39 17 

42 61 

11 69 

54 12 

195 10 

98 39 

29149 


(100 00) ( 100 Ot)) (too (X)) ( 100 00> ( UK) 001 (10000) (10000) (10000) (10000) 


Nott Fqgtyies in bud ets an tlu percentages to totul 
Soutt t Stitukihana 
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to private trade Cknaeqaemly, the pro¬ 
gramme* have not made any discernible 
impact on their earnings and standard of 
living. Their potential in terms of employ¬ 
ment and exports are also limited (VIII Plan, 
p 141). 

V 

Political Economy of 
Unorganised Industry 

Organised sector and unorganised sector 
are not two watertight compartments. In 
fact, the organised sector exercises its hold 
on the unorganised sector through several 
mechanisms. In theCalcuttasandal industry, 
four big companies purchase almost the entire 
goods produced by 2,000 petty producers. 
The monopoly control on the market has 
reduced the production sites of sandal 
markets into sweat-shops houses [Singh 
1990:43]. The squeezing of coir production 
in Kerala is carried out by the big merchant- 
exporters, who impose their own terms on 
the purchase market. In 1979, only two big 
merchants controlled 35 per cent of the total 
market. From the history of the coir mat and 
matting industry of Kerala, Issac concludes 
that as long as there is scope for absolute 
surplus appropriation, capital will not aim 
at relative surplus appropriation through 


increasing labour productivity [Slnjpt 1990: 
44], The growth of the lace industry of 
Narsapur studied by Mies is reminiscent of 
the three centuries old British putting-out 
system, sometimes also termed capitalist 
domestic industry [Singh 1990: 44]. The 
lace industry has expanded due to boost 
from the export market. The entire control 
over workers by the exporters is maintained 
through agents and their sub-agents [Singh 
1990: 45]. In the beedi industry, Mysore, 
there has been a change over from workshop 
to put-out system to meet the threat of strike 
from workers [Singh 1990: 46). This 
development contrasts with the classical 
development of capitalism in industry, where 
domestic workers, once brought into the 
workshops, were pushed into factory 
production and not back to domestic work 
The carpet industry of Bhadohi is another 
example of a traditional industry, organised 
on the basis of putting-out work to domestic 
weavers and controlled by the merchant- 
manufacturers (Singh 1990: 471. 

The lace, beedi and carpet industry present 
parallel examples of the putting-out system, 
carried out under the dominance of merchant- 
manufacturing capital and characterised by 
traditional methods of production. On the 
other hand, matchsticks, fireworks and 


agarbatti are organ 1*4$ M the basis off 
workshops. Here the capital-wage relatioiu| 
are more visible. The means of production; 
are owned by the employer while the workers; 
own nothing except their labour power. These*, 
workshops constitute the biggest ‘slaughter 
house' of children [Singh 1990: 48], t \ 

The garment export industry of Madras 
employed three times the workers in the 
non-factory sector as compared to '*$£ 
employees in factory sector. Here merchant 
capital is seen to be dominant. The jadtj; 
industry of Surat is another example Of! 
putting out system in which independent 
producers are also found. The cotton hosiery 
industry in Calcutta illustrates the case in 
which the workers supply not only theif' 
labour power but also small machines in tiia 
service of capital [Singh 1990: 50]. The. 
merchant-manufacturers bought yam front; 
the market and advanced this yam to thef 
knitting units. 

Manjil Singh classifies unorganised 
industries into four broad categories on the" 
basis of the labour process: (1 ) industries 
using traditional skills and truditiana, 
instruments of labour; (2) though the place 
of work is the home of worker, there is t 
detailed division of labour and labour i; 
formally subsumed under capital; merchant^ 
manufacturer plays a key role; (3) workers | 
are brought to the workshops and are made? 
to work under the direct supervision of tiki 
manufacturers; and (4) those where lht| 
production process has changed fronf| 
manufacture to ‘machinofacture’ or factory! 
form. Merchant-manufacturing capital 
thrives owing to the decentralised natun$ 
of the production process. % 

Ancillary industries or subcontracts havf. 
been another method by which organiser, 
sector exercises its power over Ihr 
unorganised sector. Notwithstanding thefac 
that small industries have gamed tccl.nica 
and market support by being ancillarics, lh( 
general experience has been that th ; 
organised sector used subcontracts fq 


Table 7: Net Domestic Product Per Worker in Organised and Unorganised Sectors, 

1987-88 by Industry 

(in Rs) 


Industry 

Organised 

Unorganicd 

Ratio of Organised 
to Unorganised 

Agriculture 

28100 

4435 

6 33 

Mining and quarrying 

46900 

3306 

14 19 

Manufacturing 

46740 

7303 

6.40 

Electricity, gas and water 

27310 

nil 

nil 

Construction 

63760 

3135 

20.33 

Trade 

95950 

3238 

29.63 

Transport, storage and communications 

25490 

10640 

2.40 

Finance, insurance, real estate, etc 

93690 

71438 

1 31 

Community, social and personal services 

27170 

3985 

6.82 

Total 

37640 

10110 

3.72 

All non-agricultural .sector 

38182 

23483 

1.6.3 


Table 8: Bank Credit, Output, Employment and Exports by Type oi Industry 


Type of 

Industry 

Employ¬ 

ment 

(1989-90) 

(Million) 

Percen¬ 

tage 

Plan 

Outlay 

(RsCr) 

Percen¬ 

tage 

Value of 
Output 
(1989-90) 
(Rs Cr) 

Percen¬ 

tage 

Exports 
(1989-90) 
(Rs Cr) 

Percen¬ 

tage 

Net 

Domestic 

Product 

(1990-91) 

Perccn- Out- 
tage standing 
Gross Bank 
Credit as 
on March 
22, 1991** 
(Rs Cr) 

Perc&l 

tage 

t 

\ 

■] 

Small-scale industries 

38.45 

84.04 

6334.2* 

13 50 

114314 

30.76 

14807 

62.38 

30098 

37.60 

17181 

27.83 

Medium and large 
industries*** 

7.3 

15.96 

40587.5* 

86 50 

257284* 

69 24 

8929 

37.62 

49959 

62.40 

44508 

j 

72. I<j 

Total 

45.75 

100.00 

46921.7 

100 00 

371598 

100.00 

23736 

100.00 

80057 

100.00 

61689 

100.06 


* Economic Survey. 1994-95 , pp S-51. S-49. 

** Currency and Finance Report, 1992-93, pp 204. 

*** Output of manufacturing and electricity and gas comprise medium and large industries 
Output - National Accounts Statistics, pp 169. 

Eighth Five-Year Rian, pp 149. 

Exports - Economic Survey , pp S-93. 

Plan Outlay - Eighth Five-Year Plan (1992-97). 
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j|*^kifcling the unorganised sector (Gilt 

^W4:l73j. 

■/-"'■In conclusion, the unique evolution of 
Capitalism in the colonial context has resulted 
Mn lack of progress of industries in the 
unorganised sector to organised sector. 
"Further, industries in the organised sector 
Tiave failed to step up labour productivity. 

VI 

Inadequate Public Support to 
Unorganised Sector 

If the organised private sector is found to 
squeeze the unorganised sector through 
appropriation of absolute surplus, public 
’ support to the unorganised sector has been 
: inadequate and there has been a big gap 
; between profession and implementation. 

; Table 8 gives plan outlay, value of output, 
employment and export for small, medium 
and large industries. It is evident that plan 
dutlay for small industries does not 
correspond either to its share in employment 
or share in output or exports. 

The position seems to be much worse 
when modern small-scale industries are not 
considered. The share of plan outlay for 
'traditional industries does not match their 
'share in employment, output and exports 
(Table 9). Even gross bank credit is not 
proportionate to the share of small-scale 
• industries in output, employment and exports. 
' As regards IDBI refinance to small-scale 
industries, according to Palvardhan’s study 
for 1983 only one-sixth of the small-scale 
units are benefited from refinance (Sun 


position. Fatvardftan conclude^ "theSFC’s 
thrust towards a relatively small scale among 
SSV enterprises has not yielded satisfactory 
results”. 

We may conclude that public suport by 
way of Plan allocations and institutional 
credit to SSI sector has been inadequate and 
within the sector, traditional industries got 
little support. 

VII 

Structural Adjustment and Impact 
on Unorganised Sector 

Structural adjustment in the Indian 
economy implies 

(1) an increasing flow of foreign direct 
investment along with foreign technology; 

(2) a decline in the role of the state and 
an increase in the role of market in industrial 
growth; 

(3) an increasing reliance on foreign trade 
as an engine of growth; and 

(4) a shift away from subsidies and from 
protection through tariff. 

We will examine the implication of each 
of these for the unorganised sector. One 
could expect that since direct foreign 
investment supplements domestic 
investment, its effects should give a stimulus 
to industries in the unorganised sector 
through (i) growth effect, (ii) output linkage 
effects. But such a conclusion is unwarranted 
when we consider the technology impact in 
the specific industry and on overall economy. 
Technology development has been 
concentrated in the advanced countries. The 


vast Wffit of Werlif V capital' goods 
manufacture is also concentrated here. This 
means that third world countries have no 
choice but to use technologies of the 
developed countries. This will be all the 
more so in the case of foreign direct 
investment. There is a strong tendency for 
more capital-intensive technologies to be 
selected. Technology designed in advanced 
countries does reflect their climatic 
conditions with a concentration of increased 
cost when it is transferred. The use of 
advanced country techniques also means the 
use of advanced country ’ s organisation. This 
rules out the possibility of local development 
and local entrepreneur’s talent. Managerial 
dependence follows from technological 
dependence. The transfer of technology 
involves transferring the advanced country ’ s 
investment per head to the underdeveloped 
economy; but available savings per head is 
much lower because of the lower labour 
productivity in the poor countries. As a 
consequence, most investment resources 
have to be concentrated inthc sector receiving 
the advanced country technology, so that 
required investment levels per employee in 
this sector may be achieved. Since savings 
per head in India are much lower, only a 
small fraction of the labour force could be 
employed in the advanced sector by using 
the technology designed for US and UK 
[Stewart 1978.72]. 

The heavy investment demands imposed 
by advanced country technology result in 
concentration of country’s resources in ihe 
organised sector to the neglect of the 


1988:243]. More-over refinance was found 
unequally distributed across the states. The 
' RBI’s survey on credit to.small-scale industry 
sector was done in 1977-78 and Ihe results 
: are rather out of date. But in view of the 
reliability and its systematic nature we drew 
upon the results of the survey for insights 
’particularly into the variation between 
.backward and other districts (Table 10). 
i Backward areas arc marked by a much worse 


Tame 10 Samll-Slalh Industries in Backward and Other Districts. 1077-78 




Backward 

Others 

Ratio of Others 
in Backward 

1 

Per unit value of gross output 

1,72.8V) 

6,62,000 

3.83 

2 

Market values of fixed assets 

43,924 

1.41.184 

3.21 

3 

Per unit loan outstanding 

34.802 

1,38.897 

3.99 



Registered 

Unregistered 

Ratio 

4 

Value of gross output per unit 

1.68 

0.17 

9 88 


Tablf 9: Output, Employment. Exports and Plan Outlay iiy Typl of Industry in 1989-90 


Type of Industry 

Production 
(Rs Crorc) 

Percentage 

Employment 

(Million) 

Percentage Exports 
(Rs Crorc) 

Percentage 

VII Plan 
Outlay 
(Rs Crorc) 

Percentage Productivity 
Per Worker 
(Rs) 

1 Modern small-scale 

92080 

80 55 

12.0 

24.77 

7626.00 

51.50 

1120.51 

40.71 

76,733 33 

industries 

(13478) 








(12,898 33) 

2 Powerloonts 

9865 

8 63 

4 5 

9.29 

- 

- 

11.77 

0.42 

21,922 22 

,3 Khadi cloth 

203 

0.18 

11.41 

23.55 

1.39 

0.01 

636 25 

23.11 

1,439.72 

4 Village industries 

1101 

0 96 

3 21 

6.63 

3.66 

0 02 



3,429 91 

, 5 Handlooms 

3377 

2.95 

7.60 

. 15.69 

342.00 

2.31 

512.26 

18.61 

4,443.42 

6 Sericulituc 

493 

0 43 

5.00 

10.32 

400.61 

2.7] 

309.96 

II 26 

986.00 

] 7 Handicrafts 

7067 

6.18 

4.22 

8.71 

6400.00 

43.22 

122.86 

4.46 

16,746.45 

, 8 Con fibre 

128 

0 12 

0.50 

1.03 

33.32 

0.23 

39.13 

143 

2.560.00 

t Total 

114314 

mo.oo 

48 44 

100.00 

14806.98 

100.00 

2752.74 

100.00 

29,769.00 


(15717) 









£ Reg] Me red manufacturers 

219304 


7.00 

- 

7830.00 

- 

19662.80 

- 

9,300 (X) 

r 

(39247) 








(56,070) 


:k 


y,Svuhc Hifihih Five-Year Plan, pp 149. D Naguiya. Small Scale Industries in India, pp 14, 
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unorganised sector lt>e organised sector is 
associated with high labour productivity, 
and the unorganised sector suffers from lack 
ot tesourccs and poor efficiency as a result 
of lack ot scientific and technological 
research The huge gap in labourproductivity 
between the two sectors has a parallel in a 
gap between the wage levels in the two 
sectors The possibility of high wages 
encourages foreign training facilities The 
net effect is disbursal of expenditure on 
education and training ol a tew in advanced 
sector while neglecting the majority The 
educational requirement imposed by 
advanced technology alters also the style ot 
life in developing!, ountnes Alternative life 
styles arc c losely associated with pallet ns of 
demand tor consumer goods 1 wo ettcc ts 
ensue out ot thetranslerof pi oducts designed 
fur consumption ol much richei society to 
the poor Unequal incomes create maikets 
for high income products while unbalanced 
consumption patterns extend these markets 

I he links between techniques and othei 
pans ot the economy extend to requirements 
toi particular types ol transport such is 
roads ol legal and administi alive seivu.es 
and so on as well us lor particulat products 
as inpuls 

In bnct the inflow ot direct foreign 
investment is likely to deprive the 
unoiginiscd sector ol rcsouices skilled 
workeis etc It can be seen that a dualistic 
pattern ol development is an inevitable 
conscuucncc The origin is to be found in 
the characteristics ot advanced country 
technology Concentration of resouices in 
the advanced scctoi high labourproductivity 
and high incomes in this sector in relation 
to rest of economy [Steward 1978 74] The 
emerging pattern ot foreign investment and 
the capital investment techniques b> the 
MN( s conlnbutc to accelualtd growth ot 
dualism in the laboui maikcl reduce the 
linkage ctlects between the industrial stcloi 
and the lural/agucultuial sector and arrest 
the growth ot local autonomous small scale 
industry further there is an irreconcilable 
con 11 ict between the social objective ot 
decentralised participatory and sustainable 
integration toe al development and the pat!t m 
ot growth achieved when transnationals enter 
into agro processing 

Subrahmaman who examined the 
relationship between economic liberalism 
and development ot technologic al capabil ity 
of the country lmds that the import ot 
foreign technology has an adverse effect on 
the R and D el tort in the country [Alagh 
1993 13-27] 

The second implication of structural 
adjustment is the declining role ot the stale 
In the Indian situation this reflects more in 
a decline in capital and planned expenditure 
of the state in human resource development 
While the current revenue expenditure 


continued to be maintained such decline m 
capital expenditure particularly in 
aganculture has adverse effects on the entire 
rural sector | Parthasarathy 1995] As capital 
formation in agriculture declines, incomes 
ot the masses in agriculture tend to dethnt 
particularly in the context ot rising capital 
output ratios The tailing income of the mass 
ot people in agriculture have adverse effects 
on the unorganised non-agncultural sectoi 
as the demand tor their products shrink A 
recent OhCO study on the transformation 
ot South Korea challenges the view Ih it 
economic success was simply based upon 
sensible macio economic policies It argued 
that the role ot government tar surpassed 
that ot simply adopting and implementing 
these policies It explains why an aclreist 
role favouring enterprise prioritising 
education and reducing rural inequalities 
makes sense in terms ot economic efficiency 
tor a country m economic transition The 
study concludes that economic transition 
can be auelciatcd by such an activist role 
ot the state 

Removal ol ill trade restrictions and 
reduction ot impoit duties in considered to 
bring domestic prices tn alignment with 
international prices By removing tac toi pi n c 
distortions, these are expected to stimulate 
labour intensive exports One may at gut 
that liberalisation will bench! the libuui 
intensive unorgimscd sectoi as it will he. in 
a position toexport its pioductsat competitive 
j)nccs T he c isc ol garment industiy is often 
cited While this may he true this ignores 
another aspect of the problem Musi ol the 
industries m the unorganised sectoi depend 
upon taw malcn il supplied by (he oigamscd 
sectoi It there ik I icc export ot such products 
the pnccs ot i iw materials rise Since tht 
unoigamscd sectoi is unable to shtfi ihe 
higher price on to the consume!s the butden 
ol high price ot r iw material h is to be borne 
by the producu this will mean luilhu 
i eduction in his meagre earnings Two 1c tluic 
aitides in fioniltnt (Decunheih 1991 and 
April 25 1995) bring out tellingly how 
export led git will unmindful ol its 
consequences could ruin the handloom 
weavers Ihe jounal provided a list ot 
starvation deaths 31 in Gunt ir distent ard 
22 in Prakasui district ot AP The 
impovcnshtd w< iver ot Andhra Pradesh 
has been lotcul to pay dcarls lot a range 
ot policies - in particular steps tailored to 
piomole a policy o! export oriented growth 
Steady export c u cotton yai n (rom 40 tru ttion 
kgs in 1987 88 to t>2 million kgs in 1988 
89 and then to 90 million kgs in 1989 90 
and to 100 million kgs in 1990 91 resulted 
in abnormal prices Anothci reason behind 
the rise in yam pi ites is an increase in cotton 
exports Stoc ks piledup with master we avers 
and -0 opci drees since they could not sell 
domestically nor export the same Both the 


organisations had to eottfit down the 
employment of weavers and also pay lowci 
wages The government could neither control 
the puces ot inputs like yam dyes and 
c hemicals nor organise the market to protect 
the handlooms from unequal competition 
with powcrlooms and textile mills On top 
of all this the government tn atule financial 
crisis withheld Rs 20 crorc payment It also 
c ui down its own pure hase of cloth from the 
sector Ihe AFC O an apex co-operative 
body has transferred this burden ot arrears 
lo primary co operatives resulting in 
domestic decline in production further the 
continuing cut tor the production of Janata 
cloth earmarked exclusively tolhc handloom 
sector has been cut by a helty 25 per cent 
The weaver has traditionally resorted to 
the following to cope with crises - (a) 
hoirowine; (b) migration, (c) occupational 
diversification and (d) sale ol assets All 
these c oping mec hanisms have been only ot 
limited help 1 he weavei resorted to sale of 
cloth at lowci prices and the handover ot 
his membership card in the primary to- 
opcntivc society Ihe middlcnnn collects 
the wage on behatl ot the weavu pays him ’ 
less and makes a profit This is the price that 
weavers pas tor primary soc ictics becoming 
sick and inactive History was repeated again 
m 190S i his time at Firupui a centre tor 
c otton hosiery Coimbatore district in Tamil * 
Nadu The fust symptoms of trouble came/ 
in 199 ? when yai n prices began to rise with * 
union government s decision to allow exports ^ 
of cotton md cotton yam Larly in 1994, 
y irn prices were up by Rs 12 per kg There 5 
was enormous pressure on hosiery units 
with pi u es gonm up by 30 per cent At one 
shot the m u gin sc he me came under pressure, 
productiondioppul andthenumherofshifts 
came down drastically I he situation 
worsened when puces lose by another Rs 
12 pei kg I oi tin industry the situation was 
fatal Small units stopped produc lion and the 
expot is carnc down slowly by nearly 40 per 
cent end reduction in jobs followed 
Protection to unorganised sector by way 
ol subsidies input quotas and reservations 
have been lound necessary because of 
handicaps ot the unorganised sector m the 
product input credit and laboui markets 
I uither such subsidies were lound) 
increasingly necessary lor regionally 
backward areas which die subiect to severe 
disadvantages due to back wash eflccts while 
spread elfccts are small Further while 
advanced regions have economies of 
agglomeration investments in backward 
legions are found to be risky Foi this reason, 
capital instead ot flowing to backward areas 
with high interest rate flows in reverse 
direction State intervention by way ol 
subsidies to mdustnes in backward areas are 
found to be necessary The ideology of 
structural adjustment looked with disfavour 
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at all such measures ot protection including 
Reservations Yet popular pressures from 
handloom weaver organisations have 
contributed to the continuance ot several 
such schemes lanata Cloth Scheme, 
Modified Work shed Housing Schemes and 
invariable design collection piogrammes (See 
tor details Reports ot Commissionerate of 
Handlooms ministry ot textiles, government 
ot India) But the impact ot the schemes in 
protecting the handlooms has been negligible 
in the absence ot upgradation ot technology, 
improved Labour productivity and adaptation 
ot handloom products to the shitting 
consumer preferences 

Much reliance has also been placed on 
agricultural exports in the light ot structuial 
adjustment ThcGAn provisions to which 
India is now a signatory arc expected to 
contnbute to giowlh ot agricultural exports 
as subsidy revision in the developed countries 
is likely to raise international prices and 
make Indian agricultural exports more 
competitive As H S Sidhu has pointed out 
while such circumstances may benefit the 
large farmers among agriculturists, the rise 
m pnee of the foodgrains due to structural 
adjustment will certainly alfcct the poor, the 
teal wages of casual laboui is likely to be 
pushed down |Chadha 1994 152] 

The issue ot reservation to products ol 
unorganised sector is important They have 
•been stalled by high court decisions in (he 
past and it is therefore being pleaded that 
such reservations should be included in the 
IX Schedule ol the Constitution keeping 
them out ol judicial purview The IRMA 
report suggests that the consensus m 
handloom circles is that the existence of a 
reservation ordet even with partial 
enforcement has a salutary elfect (p 12) 
They also present the view that the entire 
cotton production should be reserved for 
handlooms But the economic consequences 
of this on the cost and price of cloth which 
the IRMA report did not examine (p 54) 
are likely to he advcise 

The Abid Hussain Committee which 
examined the reservation issue, however, 
did noi view reservations with favour It 
preterred promotional measures to 
leservations We ate inclined to agree with 
the Abid Hussain Committee 

VIII 

Policy Directions 

Structural adjustments programmes are 
likely to have a significantly adverse impact 
on employment both within the organised 
as well as unorganised sectors The organised 
sector is likely to witness retrenchment and 
casualisation of emplovmcnt opportunities 
The unorganised sector will be forced to 
accept persons released by the organised 
sectoi and in the process wage and self 
employment opportunities for the unskilled 


and the semi-skilled ate likely to deteriorate 
further According to Ashok Chandra, 
industrial firms may shift to capital-intensive 
technologies requiring higher skills and push 
relatively unskilled to declining traditional 
industries with prospects of income losses 
and eventual loss of employment [Islam 
1994 911 

Sudi pto Mundle estimated the unemployed 
as a consequence of structural adjustment 
at 5 to 8 lakhs for the organised sector [Islam 
1994 164 68] He does not cover the impact 
ot structural adjustment on the unorganised 
sector A consequence ot structural 
adjustment is the increase in the number in 
the unorganised sector Since the 1980s 
there has been no additional employment in 
the private organised sector despite increase 
in investment Given this experience, the 
disinvestment ot public sector and the shift 
to private sector are likely to close even the 
meagre opportunities for entry into the 
organised sector specially for blue collar 
workers They will drift into unorganised 
sector and into self employment or casual 
labour The need tor improved access to 


institutional credit will be greater than in the 
past One important aspect of institution 
building is building ot credit institutions to 
meet the requirements ot the poor and 
unorganised in this context, the Thrift and 
Credit Societies organised on group basis 
for women have been found to serve a useful 
function [Parthasarathy 1995] In the dark 
environment of credit indiscipline, the 
Women s Thrift and Credit Societies have 
emerged as torch-bearers ot thrift and self 
reliance In performing this function, they 
also emerge as training grounds in economic 
democracy lor women But (heir success 
essentially depends upon commitment with 
which the sponsoung organisation 
establishes a system and makes it successful 
Government assistance may help but il is 
not the key factor The key lacloi is the role 
ot the voluntary organisation which sponsors 
the group, nurtures it and makes it a sell 
reliant thrift and credit society The role ol 
enlightened citizens in promoting such 
voluntary oigamsations becomes important 
But there is a limit to the success ot these 
organisations in the absence of income 
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generating activities. Income-generating 
activities Smt the members have to meet the 
constraints of marketing (Parthasarathy 
19931.. The tie-up of group activities of 
women with organised purchasing agencies 
has been found to be helpful. It is here that 
government could help promote marketing 
products of unorganised sector. It should be 
made obligatory on the part of all public 
sector employees, who form the privileged 
section, to purchase part of consumption 
requirements from unorganised sectors. 
Similarly, it must be made obligatory on 
schools to use the products of unorganised 
sector for uniform material. This may sound 
unnecessary and wasteful interference with 
market and consumer preferences. But where 
the trade-off is joblessness and starvation for 
the many petty producers versus a little 
discomfort to the privileged sections in the 
organised sectors, this has to be accepted as 
a measure towards redistribution of incomes 
from organised to unorganised sectors. 

Small and petty producers suffer from 
constraints of not only marketing, but also 
production. Water management has to be a 
group activity even while each peasant 
cultivates his own plot because of 
externalities involved. Similar externalities 
are involved in pesticide spraying. A small 
peasant with less than a hectare will not gain 
from pesticide spraying if he alone sprays 
and the neighbours do not spray. This 
becomes critical in view of the shift to crops 
like vegetables, fruits and flowers, in which 
both water management and pesticide 
spraying become important. The gains from 
globalisation could be got from small farmers 
only with institution-building based on group 
activity. 

Structural adjustments have resulted in 
pressures from certain sections for relaxing 
all constraints on land market. There is a plea 
for relaxing ceiling laws and for unlimited 
flow of private investments into agriculture 
and land acquisition. This may be considered 
desirable if the labour has opportunities 
outside agriculture and land. In the absence 
of such opportunities, revoking the ceiling 
law is bound to displace many marginal and 
small peasants and accelerate the trends 
towards casualisation of labour. Such trends 
will result in a situation where less than 25 
percent alone within agriculture (the present 
position is 25 per cent of the holders belong 
to the semi-medium, medium and large farms 
category) could benefit from the changes 
brought about by structural adjustment. The 
success of structural adjustment in Korea, 
Taiwan, People's Republic of China, etc, is 
attributed to the successful land reforms 
preceding the New Economic Policy. A 
widely dispersed agricultural growth 
benefiting the mass of peasants shifting their 
consumption patterns to higher levels will 
be necessary for the emergence and growth 


of non-farm activities. Even If there is no 
p ro gr a mme for a fresh piece of landteform, 
it will be necessary to ensure that current 
programmes on the statute books are not 
disturbed. This is also important from the 
viewpoint of political stability which is 
necessary for the progress of economic 
reforms. Given the huge and rising pressures 
on land, programmes in agriculture alone 
will not be found to be adequate. They need 
to be supplemented by development of non¬ 
farm activity for the benefit of bulk of 
marginal farmers and agricultural labourers. 
The products of traditional industry could 
be distinguished into the following groups: 
(1) products with national demand and 
catering to the elite class, (2) products with 
local demand and depending on local raw 
material fortheirsustenanceand, (3) products 
catering to the muss market and competing 
with the organised sector. The structural 
adjustments and globalisation are likely to 
step up the demand for the first type of 
products. But this will bring relief to only 
a small percentage within the unorganised 
sector. The second type of products 
depending upon local raw material and 
catering to local markets will face the 
competition of the organised sector, 
especially in the input market. The 
unorganised sector is not likely to win the 
race in the raw material market. A similar 
situation arises in the third type of market 
also. The unorganised sector might seek to 
overcome this constraint by arranging tieups 
with the organised sector in production and 
marketing. As we have seen earlier, such a 
tieup system often tends to be exploitative. 
Non-exploitative relations could be 
established if group strength of the 
unorganised sector is promoted through 
public support. The overall situation of 
traditional industry is not found to be 
favourable with structural adjustments. We 
should expect the current trends of 
deceleration to continue, within the rural 
sector. More numbers could be expected to 
be casualised and drift into urban iniormal 
sector. 

In the light of the not too optimistic position 
of traditional industries, massive public 
investments in modern energy, transport and 
communication infrastructure, public civil 
engineering projects and social services will 
be found necessary. This will create massive 
number of new jobs while at the same time 
conserving, upgrading and increasing the 
technological capabilities of workers. But 
this needs tempering of market 
fundamentalism and a release from the 
hegemony of the IMF and World Bank 
combine [Bhagavan 1995]. 

Countries with massive proportion of 
workers in the unorganised sector have to 
reckon with the fact that the numbers of 
these are likely to rise as a consequence of 


structural adjustments. Safety nets and 
structural adjustment with $ human face can 
hardly bring solutions to their problems. A 
new approach to development in which petty 
producers are made agents of social 
transformation through their own 
organisations which will bring them 
economies of scale of production, 
technology, credit and marketing will be 
found necessary. The newly set up panchayati ; 
raj institutions should help promote this 
process. It is unfortunate that in the euphoria 
of liberalisation and globalisation we alt j 
made to forget the most fundamental task,, 
le, institution-building for mobilisation of 
the rural and urban masses within the 
unorganised sector for growth, employment 
and poverty alleviation. 

[This paper is based on the author's Waheeduddin : 
Khan Memorial Lecture delivered at the Centre 
for Economic and Social Studies. Hyderabad, on ; 
October 19, 1995.] 
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BALANCE SHEET Ob INDIAN BRAN( HI S 
AS ON 1IS7 MARCH 1996 


PROFIT AND LOSS ACCOUNT Ob INDIAN BRANCHES 
FOR THE YEAR ENDED VST MARCH 1996 


(000 s omitted) 


Schedule 

CAPITAL AND 
LIABILITIES 


Capital 

1 

Reserves and Surplus 

2 

Deposits 

3 

Borrowings 

Other Liabilities and 

4 

Provisions 

TOTAL 

ASSETS 

5 

i 

Cash and Balances with 

Reserve Bank of India 
Balances with banks and 
money at call and 

6 ! 

short notice 

7 

Investments 

8 

Advances 

9 

Fixed Assets 

10 

Other Assets 

11 

TOTAL 

Contingent Liabilities 

Bills for Collection 

12 



86,18,28 56,18,28 

39,22,23 U 93,48 

8,95,46,78 7,48,29.27 

4,33,56,49 41,64,55 

97,90,27 74,41,51 

15,52,34,05 9,55,47,09 


1,72,45,14 85 74 33 

55,05,11 26,70,63 

2JH),93,77 2,53,81,26 

9,61,59,85 5,44,22,18 

4.63,22 
40,35 47 

9,55^47,09 

30,27,71,56 20,03,35,88 

19,73,11 16,93,19 


Accounting Policies and 
Notes forming pan of the 
accounts 17 

The Schedules referred to heiein form an integral pait of the 
Balance Sheet 

This is the Balance Sheet referred to in our report of even date 



I. INCOME 


Interest earned 
Other Income 

TOTAL 

II. EXPENDITURE 

Interest expended I 

Operating expenses 1 

Provisions and 
contingencies 

TOTAL 

HI. PROFIT 

Net profit for the year 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 

Tiansfcr to Statutory 
Reserves 

Transfer to Capital A/c 
Ptofil remitted to H O 
Balance tamed over to 
Balance Sheet 

TOTAL 


(000’ & omitted) 

Year Ended 
31st March 
1996 

Year Ended 

31st March 
1995 

Rs. 

Rs 


1,88,88,21 

33,87,17 


1,11,47,66 

16,42,53 

60,56,44 

1,88,46,63 


34,28,75 

16,93.42 


51,22,17 


6,87,50 

30,00,00 


1,11 64,50 
22,89,05 


2,22,75,38 1,34,53,55 



49.40,02 
11 61,58 

38,92,56 

99,94,16 


34,59,39 

18,59,86 

53,19,25 


6.91,88 

15,00,00 

14,33,95 

16,93.42 


53,19,25 


Accounting Policies and 
Notes forming part of the 
accounts 17 

The Schedules referred to herein form an integral part of the 
Profit and Loss Account 

This is the Profit and Loss Account referred to in our report of 
even date 


For SHARP & TANNAN 
Chartered Accountants 
By the hand of 

SdA 

(M. P. Narsang) 
Partner 

Place Mumbai 
Dated 28th June, 1996 


The Bank of Tokyo-Mitsubishi, Ltd. 


Sd/- 

(K. Kashivna) 

Assistant General Manager 


The Bank of Tokyo-Mitsubishi, Ltd. 


Sd/* 

(K. Nishihara) 

Regional Executive for India 


K 
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The Bank of Tokyo-NBtsubtahi, Ltd. 

(tncorporated In Japan UabMty of MWnbws Umtted) 
(Formerly THE BANK OF TOKYO. LTD) 


SCHEDULES 


| SCHEDULES FORMING PART OF THt BALANCE SHEET AS ON 1IST MARCH 1996 ] 

(000’s omitted) 

(000’s omitted) j 


As on 
31st March 
1996 

As on 
31st March 
1995 


As on 
31st March 
1996 

As on 

31 st March 
1995 

Rs. 

Rs 


Rs. 

Rs 

Schedule 1—Capital 



Schedule 4—Borrowings 



1 ) Amount received from 



I Borrowings in India 



Head Office 

25,7931 

25 79 11 

1 ) Reserve Bank of India 

1,0630,00 

41,00,00 

11 ) Profits retained 

56.93,24 

26 9124 

11 ) Other Banks 

238,00,00 


in) Amounts received from 



111 ) Other institutions 



Head Office for acquisition 



and agencies 

89,05,00 

52.00 ■ 

of properly 

3 , 45,73 

145 71 


4,3335,00 

41 52,00 

iv) Amount of investment 
deposited with RBI 



II Borrowings outside India 

21,49 

12,55 

under section 11(2) 



TOTAL (1 and II) 

4,3336,49 

41,64.55 

of the Banking 

Regulation Act, 1949 



Secured borrowings included m 



Current Year Rs 111 650 



I & II above 

630,00 

— 

Previous Year Rs 171 650 









Schedule 5—Other 



TOTAL 

86,18,28 

*>6 18 28 

Liabilities and Provisions 






I Bills payable 

18,30,06 

25,20,06 




II Inter olfice 



Schedule 2—Reserves 



adjustments (Net) 

5,48,72 


and Surplus 



III Interest accrued 

16,80,83 

WBEEMl 

1 Statutory Reserves 



IV Others (including provisions) 

57,30,66 

30 1235 

Opening Balance 

18,00,06 

11 08 18 

IOTAL 

97,90,27 

74 41 51 

Additions during the year 

6,8730 

6 91 88 







Schedule 6—Cash and Balances 




24,8736 

18 00 06 

with Reserve Bank ol India 



11 Balance in Profit 



I Cash in hand (including 


f 

and Loss Account 

14,34,67 

16 9*42 

foreign currency notes) 

2,75,44 

2 44,07 



j — 

II Balances with 



TOTAL (l and II) 

39,22,23 

1 14 9148 

Reserve B ink of India 






1 ) In Cunent Account 

1,69,69,70 

50 26 

Schedule 3—Deposits 



101AI (I and II) 

1/72^45,14 

85,74.33 

A I Demand Deposits 






i) Prom Banks 

3232,00 

17,29 05 

Schedule 7— Balances 



ii) From Others 

1,85,96,03 

1,16 27 96 

with Banks and Money 




. _ _ 


at Call and Short Notice 




2,1838,03 

1,13 57 01 

I In India 





— 

1 ) Balance with Banks 



II Savings Bank Deposits 

51,66,85 

47 75 14 

a) In Cunent Accounts 

55,12 

52,55 . 




b) In Other Deposit 



HI Term Deposits 



Accounts 

15,73,26 

23,54,00 

0 From Banks 

79,37,03 

__ 

11 ) Money at Call and 



u) From Others 

5,46 14,87 

5,66 9(i 92 

Short Notice 






a) With Other Institutions 

28,55,71 

i _ M 


6,25,51.90 

5.66 96 )2 

IOTAI 

44,8439 

2406,55 

TOTAL (I, II and III) 

8,95,46,78 

7.48.29 27 

II Outside India 






1 ) In Current Accounts 

4,92 

2 64 08 

B i) Deposits of branches 



11 ) In Other Deposit Accounts 

10,16,10 

■Ml 

in India 

8,95,46,78 

7,48 19 27 







TOTAL 

10,21,02 

2j>4j08 

TOTAL 

8,95,46,78 

7,48 29,27 

TOTAL (I and II) 

55,05,11 

26,70 6* 
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SCHEDULES 


TheBankoflbkyo^itsubishiylM 

(Incorporated In Japan UabMty of Members Limited) 
(Formerly THE BANK OF TOKYO. LTD) 


i 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31ST MARCH 1996 

(000’s omitted) 

(000’s omitted) 



As on 
31st March 
1996 

As on 
31st March 
1995 


As on 
31st March 
1996 

As on 

31 si March 
1995 



Rs. 

Rs 


Rs. 

Rs 

Schedule 8—Investments 



Schedule 10 —Fixed Assets 



I 

Investments in India in 
i) Government securities 
ti) Other approved securities 
in) Shares 

iv) Debentures and bonds 

v) Others 

(In Units of Indus Venture 
Capital Fund) 

2,62,79,12 

25,80,05 

1,03,64 

30,96 

1,00,00 

2,26,44,95 
25,80,05 
37,31 
38 93 
80,00 

I Premises 

At cost as on 31st March 
of the preceding year 
Additions during the year 
Deductions during the year 
Depreciation to date 

135,00 

3,02 

1 , 35,00 

2,65 




TOTAL 

1,31,98 

1,32,35 


TOTAL 

2,90,93,77 

2,53,81,26 

II Other Fixed Assets 



Schedule 9—Advances 

A i) Bills purchased and 

1,51,69,31 

81,97,37 

(including furniture and 
fixture) 

At cost as on 31st March 
of the preceding year 
Additions dunng the year 
Deductions dunng the year 
Depreciation to date 

7,9339 

9333 

3,14 

530,71 

7,38,70 

55,62 

73 

4,62,72 


UlOVVUIlIbU 

11 ) Cash credits, overdrafts 
and loans repayable on 
demand 
in) Term loans 

TOTAL 

33337 

3,30,87 


6,77,59,60 

13230,94 

3.41.20,81 

1,21,04,00 

TOTAL (I and II) 

4,8535 

4,63.22 


Schedule 11—Other Assets 




TOTAL 

9313935 

5,44,22,18 







I Interest accrued 

II Others 

2734,14 

40,1039 

17,57,74 

22,77,73 

B 

i) Secured by tangible 
assets 

u) Covered by Bank/ 
Government guarantees 
ui) Unsecured 



TOTAL 

67,44,63 

40,35 47 

8,07,18,70 

32,09,19 

1323136 

4,82,26,14 

30,71,55 

31,24,49 

Schedule 12—Contingent 
Liabilities 

I Liability on account of 




TOTAL 

9313935 

544 22,18 

outstanding forward 
exchange contracts 

18,193432 

10,45,36,55 

C 

I Advances in India 
i) Priority sectors 

xi) Public sector 
in) Banks 
tv) Others 

1363530 

7,75333? 

1,69,14,68 

3.75.07,50 

II Guarantees given on behalf 
of constituents 

a) In India 

b) Outside India 

III Acceptances, endorsements 
and other obligations 

IV Other items for which the 
Bank is contingently liable 
(Bills Rediscounted) 

1323035 

3,12,75,72 

5313735 

1313331 

3,11,05,17 

131.08.92 

4.2935,82 

95.89,42 


TOTAL 

9313935 

5,44,22,18 

TOTAL 

3037,7136 

20,03,35,88 
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The BankofTokyo-MJtsubishi, Ltd. 

(IncoiporaM tn Japan UabMty of Members Umtted) 
(Fomwriy THE BANK OF TOKYO, LTD) 


SCHEDULES 


SCHEDULES FORMING PART Of THE PROFIT AND LOSS ACCOUNT FOR 



THE YEAR ENDED 31ST MARCH 1996 



(000's omitted) 

(000*s omitted) 


Year Ended 

Year Ended 



Year Ended 

Year Ended 


31st March 

31st March 



31st March 

31st March 


1996 

1995 



1996 

1995 


Rs. 

Rs 



Rs. 

Rs 

Schedule 13—Interest Earned 



Schedule 16—Operating 
Expenses 



I Interest/discount on 
advances/bills 

II Income on investments 

1,36,04,38 

30,19,66 

78,38 75 

25.55,52 

I 

Payments to and provisions 
for employees 

7,45,48 

5.91.48 

111 Interest on balances with 



II 

Rent, taxes and lighting 

34640 

1 21.09 

Reserve Bank of India and 
other Inter-bank funds 

5,40,68 

6,75,22 

III 




Printing and Stationery 

61,09 

49,02 

IV Others 

17,23,49 

95,01 





TOTAL 

1 ,88,88,21 

1,11,04,50 

IV 

Advertisement and publicity 

6,42 

1,02 

Schedule 14—Other Income 



V 

Depreciation on bank’s 
property 

69,68 

69,59 

I Commission, exchange and 







brokerage 

16,59,19 

11,90,31 

VI 

Local Advisory Board 
member's fees, allowances 



II Profit on sale of investments 

3,85 

— 


and expenses 

19 

8 

111 Profit/Loss (-) on sale of land 







buildings and other assets 

-97 

1 33 

VII 

Auditors’ fees and 



IV Profit on exchange 

17,23,51 

10,86,30 


expenses (including 
branch auditors) 

3,02 

2,60 

transactions (Net) 


V Miscellaneous income 

1,59 

11 11 

VIII 

Law Charges 

540 

16,36 

TOTAL 

33,87,17 

22,89,05 

IX 

Postage, Telegrams, 
Telephones, etc 








86,73 

Schedule 15—Interest Expended 







I Interest on deposits 

56,11,64 

38,02,68 

X 

Repairs and maintenance 

80,46 

53,55 

11 Interest on Reserve Bank 
of India/Inter-bank 
borrowings 

25,83,98 

4,35,60 

XI 

XII 

Insurance 

Other expenditure 

45,79 

46.22 

1 

1,76,71 

1.23,84 

III Others 

294244 

7,01,74 





TOTAL 

1,114746 

49,4002 


TOTAL 

16,42,53 

11,61,58 
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SCHEDULES 


Schedule 17—Accounting policies and notes forming part of the accounts for the year ended 31st March 1996. 

L Principal Accounting Policies 

(1) General 

The accompanying financial statements have been prepared on the historical cost basis and confirm to statutory provisions 
and practices prevailing in the country 

(2) Transactions Involving Foreign Exchange 

(a) Monetary assets and liabilities except deposits under “FCNRA” scheme (Foreign Currency Non Resident Account Scheme) 
and Non-monetary assets except outstanding forward contracts are translated at the exchange rates prevailing at the close 
of the year Deposits under FCNRA scheme are translated at the notional rates prescribed by RBI, and outstanding forward 
contracts are stated at the contracted rates 

(b) Income and expenditure items are translated at the exchange rates ruling on the date of the transaction 

(c) Profit and Loss on outstanding forward contracts, as well as on all monetary assets and liabilities except deposits under 
FCNRA scheme have been accounted for at the rates prescribed by FEDAI 

(3) Investments 

Investments of the bank have been bifurcated into “Permanent Investments” and “Current Investments*’ Permanent Investments 
ire valued at cost Current Investments are valued at cost or market value whichever is lower except for Treasury Bills which 
are valued at cost 

(4) Advances 

(a) Provisions for doubtful advances have been made to the satisfaction Of the auditors in respect of identified advances, based 
on a periodic review of advances and after taking into account the realisable value of securities and the portion of advance 
guaranteed by the Deposit Insurance and Credit Guarantee Corporation The Export Credit & Guarantee Corporation similar 
statutory bodies and prudential accounting norms laid down by RBI for the asset classification and provisioning requirements 
thereof 

(b) Provisions in respect of doubtful advances have been deducted from advances 

(c) Provisions have been made on gross basis 

(5) Fixed Assets 

(a) Premises and other fixed assets have been accounted for at their historical cost 

(b) Depreciation has been provided for on the diminishing balance method at the rates specified in the Income Tax Act, 1961 

(6) Staff Benefits 

Provision for gratuity/pension benefits to staff has been made on accrual basis Seperate fund for gratuity/pension have been 
created 

(7) Net Froflt 

(a) The Net profit disclosed in the profit and loss account is after considering 

(i) Provision for taxes on income 

(ti) Provision for doubtful advances 

(ill) Provision for depreciation in the value of specific investments which are valued at lower of cost or market value, but 

(b) Without considering interest income in respect of non performing assets taking into account the prudential norms laid 
down by RBI 

II Notes on Accounts 

(1) The Bank has preferred appeals against the orders passed by the Income Tax department for Assessment Years 1991 92 and 
1992*93 resulting in a net demand of Rs 338 71 lacs and Rs 868 48 lacs respectively Based on its Tax Consultant’s advice 
the Bank is confident of these appeals being decided in its favour, since most of the issues have been decided m the Bank s 
favour in the earlier years and with respect to other matters the bank has been advised that similar issues have been decided 
by the tax authorities in favour of another assessee 

(2) As m the previous years, some of the operating expenses are being accounted for on cash basis The effect of these on the 
profit for the year is, though not ascertainable, will not be material 

(3) HeadOffice administrative expenses have not been charged in the accounts and provision for taxes has been computed without 
deduction of such expenses 

(4) Provisions and contingencies include Rs 4,151 03 lacs (including Rs 315 00 lacs for prior years) being Rs 3,667 41 lacs provision 
for Income Tax and Rs 48362 lacs for Interest Tax 

(5) Borrowings in India - Reserve Bank of India (Schedule 4) includes fts 630 lacs secured by pledge of investments in Government 
Securities of the face value of Rs 700 lacs which is included under Investments - Government Securities (Schedule 8) 

(6) Balance with Banks and Money at Call and Short Notice (Schedule 7) - Money at Call and Short Notice with other institutions 
represents purchase of Government Securities under buy and sell back arrangement of the value of Rs 2,855 71 lacs inclusive 
of interest paid thereon Rs III 71 lacs 

(7) The break-up of investments (Schedule 8) is given herein below 

(i) Permanent Investments Rs 1,74,3045 lacs 

(ii) Current Investments Rs 1,16,63 32 lacs 

fts iM&Tt lacs 

(8) The Capital Adequacy Ratio as at the year end is 8 48% 

(9) Previous year’s figures have been regrouped/rearranged wherever necessary 
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(Formerly THE BANK OF TOKYO, LTD) 

AUDITORS’ REPORT 


Auditors’ Report on the Indian Branches of The Bank of Tokyo-Mitsubishi, Ltd. 
(Formerly The Bank of Tokyo, Ltd ) 


We have audited the attached Balance Sheet of the Indian Branches of The Bank of Tokyo-Mitsubishi, 

Ltd (Formerly The Bank of Tokyo, Ltd ) as at 31st March, 1996 and also the annexed Profit and Loss 
Account of the Indian Branches of the Bank for the year ended on that date, in which are incorporated 
the returns from Calcutta and New Delhi Branches, audited under Section 228 of the Companies Act, 

1956 by other auditors 

In accordance with the provisions ot Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 

1956, the Balance Sheet and the Profit and Loss Account, are not required to be and are not drawn up 
in accordance with Schedule VI to the Companies Act, 1956 The accounts are therefore, drawn up in 
conformity with Forms *A' and *B’ of the Third Schedule to the Banking Regulation Act, 1949 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulations Act, 1949 | 

(a) We have obtained ail the information and explanations which to the best of our knowledge and belief 
were necessary for the purpose of our audit and have found them to be satisfactory 

(b) The transactions which have come to our notice have been, in our opinion, within the powers of 
the Indian Branches of the Bank 

(c) In our opinion, proper books of account as required by law have been kept by the Indian Branches 
so far as appears from our examination of those books 

(d) The report on the accounts of Calcutta and New Delhi Branches of the Bank, audited by the respective 
Branch Auditors, were received and properly dealt with by us, while preparing our report 

(e) The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by 
this report are in agreement with the books of account and the returns 

(f) In our opinion and to the best of our information and according to the explanations given to us, | 

the Balance Sheet and Profit and Loss Account, read together with the notes in Schedule 17, give 

the information required by the Companies Act, 1956, in the manner so required for the Banking 

Companies and give a true and fair view of the state of affairs of the Indian Branches of the Bank ' 

as at 31st March, 1996 and of its profit for the year ended on that date . 

- l 

I 

SHARP & TANNAN j 

Chartered Accountants { 

By the hand of j 

Sd/- I 

Place Mumbai M.P. NARSANG j 

Dated 28th June, 1996 Partner 
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Ride the Crest or Resist the Change? 

Response to Emerging Trends in Rainfed Farming 

Research in India 

N S Jodha 

Indisc rinuncite # esourc v utilisation hasresulted in high risk agro-ec my stems in ratnfcdagru ultuial zone s Mote over 
the iunent phase of hhei ah sat ton is hound to /educe public sec to/ funding fot research in dry regions In such 
circumstances, localised development of dryland fanning through fat me/ \ initiatives supported by NGOs and user 
groups can redress the imbalance 


THIS note deals with some aspect s of possible 
research strategy tor rainfed agncultuic in 
and and semi and tropical areas of India 
Agncultuic lot this puiposc is defined as an 
integrated system of icsouicc use covering 
all land (and walei) hast d activities normally 
segregated as crop fanning animal 
husbandry, forestry, etc and their support 
systems The thematic focus of (he note is 
on the emerging trends inside and outside 
dryland agnculturc in India and the 
tmpetatives toi agricultural reseatth and 
development (R and D) In patticulai we 
itfci to some developments w hich have the 
potential lot directly 01 induest!y influencing 
(he put pose priorities and procedures of 
how we plan and conduct the whole business 
of rainfed tanning research (RFFR) in the 
country They include (i) recently initiated 
economic idoi ms focusing on privatisation 
and hhcialisation which, besides other things 
^can reduce the How ol public scctoncsourccs 
tonesearch in diy legions, (u) rising pressure 
of environmental lobbies to discard icsourcc- 
degrading intensification technologies (m) 
changes on social hon/on icpicscnlcd by 
more alcit and demanding farming 
communities renewed cttoils towaid 
decentralisation and giowth of NGOs (iv) 
visibly sticngthcned inliastructuic and 
gieater initiation ot rainlcd areas with the 
mainstream economy and (v) emerging 
trends in rainfed agncultuic which call lor 
a fresh look at the whole R and D stialcgy 
tor ratnted agnculturc 
The issues and their inter linkages discus 
sed in this note are based on obseivaltons 
and undeistanding ot held situations in dil 
fcrcnl pails ot states like Huai Piadcsh and 
Madhya Piadcsh (especially Bundelkhand 
tegion) Maharashtia (Vidarblui and 
Mural ha wada icgions) western Ruiusthun 
north (juiaiat lelangana region ot Andhra 
Pradesh and dnci districts ot Karnataka rind 
Tamil Nadu Though not vet covered by 
systematic statistics at a reasonable scale 
he developments (i e, items summarised 
under live tables) have been obscivcd by 
nany ol us in one or the othci contexts 
Ifoncdisicgaidsabrielelloitduimgcaily 


l9M)s the tainted (aiming rcscaich (or 
dryland research as it is often described) in 
India had icccivcd attention only since 1970s 
when it was adopted a-. a part ol the anti 
poverty programmes The locus and rcsouice 
allocation to RFFR since 1970s have been 
guided nioic by social concerns against 
poverty regional inequity etc ralhei than 
any perception ot inherent stiengths or 
competitiveness ot rainlcd agriculture | Jodha 
1986 19891 Furthermore except lor 
locusing on ciops of diy legions (like 
sotghum millets pulses and oilseeds), the 


A Reduced research rcsouicc* availability for A 
tainted fanning 

• Shrinking role of public stcior 
Decline ot chanty component in resnuue 
allocation 

• Focus on competitiveness and quick pjy oil 


B Changing client complex and client needs 
to he served by RFFR rcscaich 

• Multiple and divcisihed users ol research 
products (including pnvatc industries) 

• Markcting/ptnccssing agencies with specific 
demands with potential investment support 

• Area based clientele <i e the pockets specia 

living in high \aluc products export 
products etc) * 


R and D approaches methods and designs 
have laigely copied thccxpei icnceol research 
strategics in well watered or liiigated areas 
This is icflcucd through focus on linuicd 
crops and then selected attributes (eg main 
yield) ralhei than emphasising integiaud 
mixed I arming systems emphasis on uop 
centred rather than resource Leniicd reseat c h 
etc Consequently RFFR could ncithci 
propeily ldentily and fully harness the niche 
ol those aicas nor could it understand and 
uuoi potato the rationale ot traditional taim 
ing systems in these gcnci ally 1 1 agi lc di voi se 


Adjustments to icsc nch icsouicc scuicity 

Kcsomcc use rationing and cost ie due lion 
shortening of gestation period of technology 
development by involving NOOs pjitii ipa 
toiY research and ininnal co ordination/ 
accountabilii) 

Resource gciiciation ihiough pioalc sccloi 
funding and paiinciship in icscaieh and 
scIcLtiu maiktimg ol technologies (< g toi 
sped il products such as spices oilseeds 
animal products) 

Lnhancc payofls and competitiveness ot 
(Rl FK) research through focus on high pa> 
oil (niche cenfad) rcscaich combining 
product and processing icscaich using ilk 
feedback (e g new ideas possibilities success 
stories) Inim the field grcatci aiiciuion 
to dtvusilicaiion and location specificity 
Strategic research planning and changes in 
rcscaich poitfoho by clearly separating 
slmrt and long leim components high and 
low payofl aieus rest* uch aicas with gieater 
i xicmalmcs (or unatlractiveness for pns.itc 
sector) and pio|ccl them for eoniinucd 
public sccloi support 
B Harnessing new opportunities with tescaieh 
focus on 

• Special pioducts with comparaiivc advantage 

• New ideas and possibilities undei lying 
scattcicd success stones 

• Assessment of and responses to client needs 

• Benefits of oilier developments in (he* held of 
changing social and economic eiiumstances 
sirvngihcned mfiastiuune etc tsce I ables 2 to 4) 


TxBir I FcONOMIC LlBIRAMSAriOls/pRIVAllSAllON pROf LSS AM) InDK A I IV| 

I milk miosis i ok RFFR in Inoi \ 

Potential Aieas of Impact ol Privatisation Problems Oppuitunnies ind Possible 

Piotess Responses from Rainfed Tinning Research 
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high-risk, lov^productmiy environments 
(Jodha 1986] The above mentioned new 
developments (e g economic liberalisation 
environmental concerns, etc) may not permit 
the continuation ot business as usual in the 
held of RFFR As the following discussion 
will indicate, the new tiends influencing 
i united agriculture seems to create both 
oppoiiunities and compulsions tor 
iLonentation ol RFTR strategy to make it 
inoic uppiopnute to the situation ol dry 
legions and make it more dynamic and well 
focused 

Emerging Trends and Impfraiivi s 

As mentioned cat her the thematic locus 
ot this note is on recent trends in the circum 
stances inside and outside Tainted agncullui al 
regions 1 lie purpose ol this note is to reflect 
on (he intcilinked implications ot these 
i h inges and possible approaches to respond 
to than This has influenced the lorm ol 
picsentdtionaswell Accordingly,wcpicscnl 
the involved issues mainly m the lorm ot 
descriptive tables which are sell 
explanatory In the text wc refer to major 
highlights of each ot the tables 
tianomu Rifat ms and Pt i\ alisation 
Piauss The subject ol recently inhaled 
economic hbualisatton and its implication 
toi Indian agriculture and othei sectors 
nuvi been extensively commented on by 
dillcrcnt scholars [Singh 1995 Vyas 1994 
Kushnaswainy 1994 Rao 1994 
Vaidyanalhan 1993 Singh 1995] However 
wc deal with the manner in which R! T R is 
to be atlcctcd by the relorms process I he 
iclevant details arc indicated by details under 
Table I Accordingly unless offs t by 
national and international flow of resources 
guided by other considerations (as it is 
happening currently) RFFR will be faced 
with reduced rescaich resource availability 
I he shrinking role ol public sector 1 unding 
decline ot charily component in resouice 
allocation locus on competitiveness of RFIR 
judged by norms unsuited to marginal en’ities 
such as rainted aguculture aie potential 
signals to which RFFR will have to respond 
Table 1 (column2)alsoindicatesthc potential 
areas and approaches research planners 
should focus on in order to address the 
potential resouice crisis 
There are also some silverhnmgs to the 
situation Focus on privatisation (in assou 
auon with other changes described under 
other tables) may help RFFR to focus on 
diversified high pay oft options which can 
hclpcnhance competitiveness of ramted agn 
culture Some spade work done in the past 
[Jodha 1989] has already provided found 
attons tor building a new strategy for RFFR 
Pressing of Emerging knvtioiunental 
Concerns Rainted agriculture is dominated 
by fragile, low productivity and high risk 


Tabi l 2 EMraoiNti EnvironmfnTai Coni frns am* Imwrativcs .for RFFR «M India 

Environmental C ontvrns Problems Opportunities und Possible RFFR 

Responses 


Rainted ateas representing elunatie/environ 

menial margins 

• Fragility maigin iliiy diversity ol resources 
and then Milikrabilily to degradation with 
usage intensifk ilion 

• Emuging indications of unsustamabihly ol 
euncni patterns ol resource use 

• Mutually rcmfoii in*, sources ol biophysical 
and socm economic stresses poverty environ 
mental degudation nexus 


Ch illcngt for RFFR Enhancing range and 
qualify ofenvironment friendly resource use optioni 
or opuationahsing productive environmentalism 

• Diversification focused research strategy 
wuh greater emphasis on location specificity 
md integrating pioduct and resource centred 
icse irch 

• Fnhanemg economic viability of sustainability 
piomuiing measures (e g diversification) by 
focusing on niche and going beyond the bio- 
m iss (i e involving product processing 
uxcaith) 

• Uarmng from traditional knowledge system 

• Harness potential of NCOs and participatory 
rescarch/leedbaek for idenlitiealion ol 
viable location specific components ol 
diversification 


Tabu 1 Ni w Df\i ioimfnts on Sot iai Hioni and 7 hi ir Impfra lives kir RFFR in India 
Changing Hum in and Social Dimensions C halltnges and Opportunities for RFFR 


a) Emergence of i critical mass of a techno 
logy demanding clients in tainted areas 

• Lnhaneed levels ol awareness technical skills 
enterprise and oigamsational abilities 

• Increased as ecss to information technology 
increased links with urban formal seetoi (e g 
export nurkci) NGOs etc 

b) Social ( apital fomution 

- Aciivi NGO movement and civil societies 

• Oigamsation of user groups 

• Decentralisation initiatives and empowennent 
of people 

e) Persistence of old problems 

• Uncontrolled population giowth and declining 
landholding si/e undimimshed poverty 
regional inequalities and (heir environmental 
consequences te g) icsourcc degradation 
reduced regeneration etc) 


a) New Opportunities for low cost and relevant 
R and D through 

• Mobilisation of better equipped and well 
oriented farmers for location specific farm 
research 

• Scope for demand driven (relevant) techno 
logies and processes effective and reliable 
fcedbac t possibilities 

b) Enhanced opportunities lor collaborative 
location specific R and D 

• Lower cost and shorter gestation penod 

• Community mobilisation and group action for 
resource centred (eg watershed base) initiatives 

e) Reorienting past approach of R and D by 

• Focusing on technologies with comparative 
advantage to small fanners (integration ot 
diversified components) 

• Separation and projection of R and D needs ot 
(he poor marginal areas for continuous public 
sector effort (as externalities will hinder 
private sector involvement) 


Tabll4 Fnhancfd Intristru hral Suiport and hs Impcraiives for RFFR in India 

Changes or Accumulated Results of Past Dtve Opportunities and Challenges for RFFR 
iopment Efforts 


Ini reused extent of physical infrastructure and 
support systems (especially roads clcctnfica 
non and m trketing facilities) leading to 
■ Physical and markc t integration ot run fed 
areas with mainstream economy 

• Increased rural uibin links links with formal 
sector (including t sport seetoi) 

• Non agncultur il pnvate investment and 
enterprise growth 

• Inter regional complementarities and mobility 
of resource^ 


Increased and new opportunities for agricultural 

R and D 

• Market and demand for diversification based 
specialisation 

• Higher pay off to niche centred reseat ch 

(11 products with comparative advantages) 

• Focus on harnessing of inter regional complc 
rntniunUcs 

• Opportunities tor enhancing competitiveness of 
RFFR through high value eiops and value add 
utg through product processing technologies 

• Greater opportunities for client consultation and 
effective feedback tor research priorities 

• Enhanced possibilities of farmers adopting 
precision technologies (requiring power 
operated equipment and modem inputs) 
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hgro-ecosystems Disregarding the imper- 
aHm of these features, the conventional 
It and D and development programmes in 
dry regions have indiscriminately focused 
on rcsouiic use intensification The 
i consequence is an emergence of indicators 
ol unsustunahihty of current production 
systems and resource use patterns (Jodha 
1991] The piessure from national and 
international environmental lobbies is for 
discouiaging productivity seeking 
intensification to guard against resource 
degradation | Sri vaslava and A Idcrman 199 1 
Shiva 1991 Jodha I99S Sahani and Pillai 
1995| These piessures tend to shorten the 
already restricted range of potential high 
productivity options (e g through land 
intensification and use of external inputs) 
which agricultural scientists could help 
geneiale The latter aie advised to scaich lor 
alternative strategics to operationalise and 
promote productive envuonmcntalism 
Table 2 summarises these issues along with 
the possible RFFR icsponscs m terms ol 
locus on diversification learning fiom 
traditional I arming systems and paiticipatory 
research to balance the environmental and 
pioduclivity concerns in drylands 
New Di ulopnunis on the Social Front 
As indicated by Table (column I) two 
positive developments on the social Iront in 
the dry regions aic (a) emergence of critical 
mass oI technology-demanding clients in 
man) parts of tainted areas - with highei 
level ot skills capacities and entrepreneur 
ship, and (b) pi ogress in social capital 
foimation represented by growth ol NGOs 
and civil societies tanners usertgroups etc 
which oiler an environment conducive to 
location specific diversified low cost and 
participatory research [Farrington and 
Bebbtnglon 1994| Relatively sincere cflorl 
tow ard decent! alisation and power to people 
on the part ot the state [Mukhcrjcc 1994] 
may tuilhci \t lengthen the participator 
R and D activities in minted tanning aieas 
To harness the new opportunities generated 
j by above changes RJ FR will need to be 
reoriented in tarns ot on taim and location 
j specific tollaboialive efforts The re 
oricni moil (in terms ot divcisthcd 
j teclm logics) will be necessary also to meet 
t the persisting problems ol rur il povcity and 
I inequity 

I tnhnimd Injuiumuiual Sitppoii and 
Linkages Though lagging tar behind the 
I pnmeland progressive agricultuiai aieas 
i the tainted firming legions have made 
I considerable pmuress during ic cent decades 
in lei ms of development ot infrastructure 
and their physical and market integration 
with the rest ot the economy Linkages 
; between lutal uihun areas formal informal 
sectors and non agricultural pnvatc 
investment aic visible even in the drought 
proncaieas Inter icgiona!complementarities 


and mobility ol resources have also been 
quite visible in several areas These 
tendencies are likely to be supported by both 
the pnvatisdtion process and the 
communication revolution taking place in 
the country 

These developments may generate several 
new opportunities tor RFFR in terms of 
diversification based specialisation, 
harnessing ol inter regional complement 
antics greater scope for client-focused 
i cscarch, etc, which could ultimately enhance 
the relevance and viability ol dry land 


technologies and make RFFR a demand* 
driven amivity.TabledpieseQUflieifnpoit^ 
details in this respect 
Cut i eat Status or Emerging Trends in 
RamfedAgncultuie The need for responding 
to above mentioned opportunities and 
challenges on the part of RFFR is strongly 
reinforced by the emerging trends 
characterising dryland agriculture itself The 
current situation ot the latter presents a mi xed 
picture Accordingly due to usage 
intensification the resource degradation (be 
it groundwater biodiversity or topsoil) is 


TaBLL 5 TRfcNbS ChaRAC rtRISINC RaINFED AGRICUI TURt as Unpercriveo 
S ifiNAi s for RFFR in India 


Major Changes Imperatives for Research Strategy 


A General trends m the liealth status of 
resource b isc 

* 

• 1 and use intensification (at both intensive 
and extensive margins) ignoring use 
capabilities 

• R ipul a soui u. degradation in both crop 
lands and non crop lands (including loss of 
biodivcisity and top soil) 

• Imbalances in resource use systems (crop 
pastuic loicstry etc rapid decline of 
common property resouices (CPRSs) 

• Despite scarcity water allocation directed 
to hig i water requiring crops 

• Gioundwater mining at an alarming stage in 
several areas 


B Pioduels and Productivity Scenario 

• Visible growth ol yields of selected crops in 
better endowed areas yet overall average 
yields depressed due to extension of crops 
to marginal locations 

• Persisting dominance of narrowly focused 
and top down approach of R and D leading 
to underutilisation of results and 
disintegration ot sustainable faunng systems 

• Emerging imbalances and reduced diversity 
in cropping 

• Linergcncc ol dynamic pockets with special 
crops/produel with high return and linkage 
with modem format sectors including export 
111 itkci 


C Management Systems and Options 

• Gradual disappearance of traditional resource 
and crop management options (such as crop 
rotations inter cropping farming - forestry 
linkage CPRs etc) due to reduced feasibility 
of land extensive piaetiees and impact of 
narrowly foeuscJ stale subsidised modern 
technologies 

• f united and selective adoption of new techno 
logics by the fanner both due to problems of 
r lev incc and complementary resoun.es 

av (liability 

• Forme r response s to emerging trends (oppor 
tunnies and challenges) in agncultural mid 
related fields at micro and micro levels 
(eg intei regional complementarities rising 
export marks 1 agro processing agro forestry 
dry land horticulture etc) 


A Reorientation of resource use system 
through technological (and other) means to 
restore balances 

• Creation of economically viable technolo 
gies for diversification local resource rege 
neraiion enhanced biomass productivity 
and recycling search for moisture rationing 
high pay off activities location specific 
focus on water harvesting and conservation 
technologies involving usergroups and NGOs 

• Focal areas Agro forestry dryland horticul 
rural systems regenerative agronomy (inter 
cropping resource etc) crop livestock inte 
gration m new context rehabilitating CPRs 
focus on niche learning from the farmers 
approaches choices and methods to help 
economy of water use (e g sprinklers drip 
system) spreading available technologies on 
the above 

B Required responses ol RFFR 

• Strategic research planning separating high 
risk low productivity areas from others and 
designing appropriate research portfolio per 
formance norms accordingly R and D with 
greater sensitivity to rcsourec heterogeneity 
and location specific focus involving NGOs 

• Requ i re stronger component ot participatory 
on farm research in (arming systems frame 
work revision of research locus using feed 
back from the held elements from tiadilional 
knowledge systems and emphasis on location 
specific components restoration of balances 
and diversity ot cropping 

• Respond to emerging signals and focus on 
mc*»e centred location specific research 
involving local communities 

C Imperatives in RFFR 

• Taking advantage of NGOs in location specific 
research identity and integrate rationale of 
traditional systems into modem technologies 
(some examples already exist) 

• Evolve effective feedback mechanisms and 
facilities for learning and dialogue between 
scientists and farmers upscaling the role of 
KVKs etc 

• Periodical priority revisions following the 
feedback I rom the field on farm participatory 
location specific research using NGOs and 
user groups 

• Identify and build upon the emerging trends 
develop mechanisms for developing inventory 
of widespread and location specific innovative 
activities, use available souakticncc methods 
such as RR A PR A 
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widespread* new technologies helped better 
endowed pockets but average peiformance 
ot the crops is pulled down by low or 
declining productivity in vast marginal areas 
traditional systems of resoiiRc management 
have weakened and no substitute options are 
leadily available Though limited but positive 
changes also form part ol the changing 
situation as indicated by niche centered 
pockets ol growth within dry tcgions 
farmers own initiatives otlen supported by 
NGOs usei groups and scientists to respond 
to new opportunities Localised development 
of diyland horticulture rapid growth ol 
oilseeds and pulse production in some areas 
and emergence ol user group initiatives on 
natural resource management, etc arc a ftw 
examples Table 5 presents itioil details in 
this tegard The table also presents 
imperatives I or research strategies to respond 
to the mixed picture characterising tainted 
agucullurc 

Ip the light ot the above situation, a tew 
ol the areas which could be profitably 
addi essed as part of icoi tented RFFR strategy 
should include (a) cication ol economically 
viable technologies lor diversification local 
icsourcc icgcncralion recycling focus on 
agro lorcstry rcgcnciativc agronomy and 
diyland horticulture (h) strategic rcscaich 
planning scpaiating high usk low 
productivity areas horn othu areas within 
the dry /one and designing appioprialc 
reseaich portfolios lor them focus on 
participatory research appro-aches and 
effective feedback mechanisms and 
harnessing ot niche, (c) identification and 
use ot components ol traditional systems 
as well as the new tiends representing 
tanners initiatives and innov itive 
appioaches in the changed context 

Ki y Infi rf n< i s CoNVtRtiiNti Rlsponsi s io 
DlVt RC.I NT CoNCf RNS 

Fven a cursory look at I ablcs I to 5 would 
suggest that despite differences in the naluic 
and underlying causes ot the emergi ng trends 
their impel atives vis a vis rainted farming 
research (RFFR) exhibit a high degree ot 
convergence In some cases the converging 
imperatives are in terms ot required 
appropriate responses to the challenges they 
pose while in others they rcpicscnt potential 
opportunities to be harnessed by RFFR 
Table 6 summaries the inferences and their 
convergence Accordingly one can even, at 
the cost of repetition suggests the following 
focal areas tor RFFR - planning and action 

U) Involve NGOs and pnvate sector 
partnership in agricultural icsearch This 
will not only help in reducing overall costs 
and public sector-dependence of R and D 
but also facilitate mobilising additional 
resources to face the situation of potentially 
reduced public sector investment in RFFR, 


help in harnessing the benefits ol entry ot 
formal sector agencies in rural areas and 
facilitate involvement of people as 
demanding clients foi agricultural 
technologies (sec Table 6 column 2) 

(n) Promote participatory bottom up 
approach to RFFR making use of NGOs and 
user groups to make tcsearch more cost 
effective client centered and sensitive to 
local environmental problems as well as 
tiaditional knowledge systems, which arc 
olten bypassed under a generalised top down 
approach (set Table 6 column 3) 

(hi) Need foi gicalcr locus on location 
specific rcsLaich which is moic possible 
today than before due to involvement ol lot al 
NGOs and usci gioups It will help identity 
and harness localised niche and add to the 
competitiveness as well as cost effectiveness 
ot R and D Lxpuirnce ol localised success 
stones and innovations (e g dryland horn 
culture usergioupinitiated walci harvesting 
measures) by farmers will be an additional 
input in this process This will also help in 
cnsuimg cllcclivc feedback and client 
responsiveresc'arch (seeTable6 column4) 
(iv) Diversification ot agriculture and 
i csourtes use is another multi put pose option 
lot RFrR Conceived in different contexts 
(eg resource use u ops choice, managemenr 


inputs and agronomic practices) the 
divcrsification-focusedstrategycan (a)help 
address some of the issues raised by 
environmentalists, (b) attract pnvate sector 
and NGO as *ell as user group involvement 
m R and D (c) facilitate harnessing of niche- 
based comparative advantage, (d) address 
the problem ot imbalances in resource use 
systems and cropping pattei ns and (c) to an 
extent address the problems ot regional 
inequality and poverty by facilitating 
situation specific responses ol RFFR 
(V) Special focus on idenufication and 
hai ncssing ol niche of dry aieas is a kev step 
to enhance competitiveness and cost effect¬ 
iveness ol RFFR Stutegies focused on 
niche can also help in (a) mitigating a 
nuinbci of negative side effects of possible 
decline in public scant investment 
(b) icsponding effectively to the emerging 
critical mass ol belter equipped enterpris¬ 
ing farmers with linkages with urban and 
tonnalsccioi (c) mainstreaming the 1 aimer s 
innovative and high payolf initiatives (d) 
integrating the product processing ieseuith 
with commodity centered re search loenliance 
niche ot dry regions and (c) harnessing 
benefit from increased infrastructural 
support and inter regional linkages which 
arc strongei today than before 


Iarii 6 RrctNi Dh vi i opmcnts 1nh_ulnunc. Rainffd Far mini, in India \ndTiimk Imiikaiivis 

h* Rfl R 


Recent Changes and Their Implications 
(as Constraints or Opportunities for 

Rain fed Farming Research) 

Imperatives (i e focal areas) for RFFR Mialtgies 


NGO 

Bottom 

Focus on 

Foi us 

Focus Follow 


Private 

up 

1 oialion 

on 

on thi 


Sector 

PutKI 

Spui 

Divcrsi 

Niche Funnel* 


Partici 
pation in 

R and D 

pjfory 

K and D 

duly 

luation 

High 

Pay Off 


I Economic Libi i llisation and 


Privatisation Pmtess 


• Shrinking public sector research 







support 

• Focus on competitiveness (quick 

X 

X 



X 


returns) 



X 


X 

X 

• Formal seitoi mlr> in ugriculture 

2 Rising environmental concerns 

• Focus on constrvalian/product'vc 

X 



X 

X 


environment ilism 


X 

X 

X 


X 

Changes on Socnl Front 
• Belter equipped icsuli demanding 







farming gioupt 

• Giowth ot NGOs decentialisalion 


X 

X 


X 

X 

initiatives 

X 

X 

X 




4 Inueased Infr is ruclural Support 
• Physical and maikcl integration 

5 Status ot Kjtnkd Agmulture 

X 


X 

X 

X 


• Resource use imbalances degradation 



X 

X 


X 

• Limited succes of crop technology 


X 

X 



X 

• Persistent u>p in «vn (narrow) R and I> 

X 

X 

X 



X 

• Erosion of traditional technologies 


X 

X 

X 


X 

• Emerging spt i iuI farming pockets 

• Farmer's 'innovative responses* 

X 


X 


X 

X 


X 



\ 

X 


* Implies learning from traditional farming systems and present day innovative initiatives by thej 
former 
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^yi) Follow the farmer for leading the 
foifiwer. RFFR should also learn to follow 
foe farmer, (a) This will not only mitigate 
foe negative impacts of the current top-down 
approach, hut (h) facilitate internalisation of 
'formers’ current innovative initiatives as 
well as some elements of traditional farming 
systems for RFFR (c) help to respond to the 
issues of resource degradation. This may 
also help in the promotion of group action 
and making fuller use o( decentralisation 
initiatives. 

Most of the inferences stated above can 
be verified from the existing, though limited 
and scattered experience, available from 
different parts of dry regions in India. In 
order to extend the lessons of such experience 
to wider areas, research policy planners need 
to be oriented to new possibilities. 
Incidentally, Indian Council of Agricultural 
Research (ICAR), seems to be already giving 
active attention to some of the areas indicated 
above ICRIDA 1995]. At international level 
8$ well, the similar concerns find place in 
the stripe review of Technical Advisory 
Committee (T AC) ot the Consultative Group 
on International Agricultural Research (TAC 
19951. 

(The note is based on a presentation at ICAR/ 
ODA workshop on Research lor Raintcd 
Farming. CRIIM. Hyderabad, September 11-14, 
1995 ] 
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DISCUSSION P 


Elites vs Subalterns or 
Ideology vs Methodology? 

Kanakalatha Mukund 


MSS PANDIAN's polemical excursions 
into social history, 1 suspect, are intended 
as much to provoke as to inform, certainly, 
his recent contnbution on 'Tamil Cultural 
Elites and Cinema’ (EPW, Apnl 13) has 
succeeded in provoking a response from me 
regarding the very questionable historical 
methodology he has adopted to amve at the 
sweeping conclusions he puts forth. 

Pandian begins with the statement that 
when Tamil cinema first appeared on the 
scene in the 1930s, it was received with 
much enthusiasm by the lower class 
('subaltern’) while the response from the 
upper caste/class elites was one of 'enor¬ 
mous anxiety’, an anxiety which stemmed 
from their perception that cinema as a medium 
would upset and recast the “carefully 
patrolled boundanes between high culture 
and low culture” It is not clear how or on 
what basis Pandian has interpreted a reaction 
against the 'low cultural taste’ ot films on 
the part ot some people as an 'enormous 
anxiety’ on the part of elite groups in general 
that their cultural space was about to be 
invaded - unless we are to believe that the 
elites go in eternal and pathological tear ot 
inliltration by the lower classes 

Pandian’s basic methodology in this piece 
is to draw generalised inferences from one 
or two personal memoirs and a select body 
ot secondary work on the Tamil cinema 
This leap from the particular to the general 
is never checked out or corroborated by a 
survey ot even a few respondents in the 60- 
plus age group who could have confirmed 
or contrad'ucd the validity of Pandian’s 
inferences This inconvenient testing of 
hypotheses is wished away and Pandian 
throws up one generalisation after another 
to substantiate his argument that the elites 
were out to subvert the cultural media of the 
subaltern groups in Tamil society Thus 
Pandian concludes that if Sambanda 
Mudaliar did not attend drama performances, 
this was representative of the whole elite 
class which rejected this form of enter¬ 
tainment as being low class 1 can equally 
cite the example of my 80-year old father 
who not only used to attend plays, but can 
even today sing all the popular drama songs 
of the early 1930s with great gusto 1 Does 
this then prove the opposite - that all upper 
caste young men used to frequent Tamil 
dramas m the 1930s*’ 


Besides this basic question ot metho¬ 
dology, another fundamental problem in 
Pandian’s analysis is that the multilayered 
responses ot a traditional society to the 
intrusion and impact of a new and powerful 
medium like the cinema are sought to be 
explained only in terms of the binary 
opposition of elites versus the subalterns - 
a single causation model, in other words 
The opinions of Rajaji about the cinema are 
thus taken to express the views of all uppei 
castes/classes The fact that reactions could 
vary across generations, and that there was 
likely to be more homogeneity within the 
same age groups across various social classes, 
with the older generations usually responding 
very negatively to all new cultural forms 
does not seem to have even occurred to 
Pandian 

According to Pandian, the growing 
criticism of the music-laden mythological 
themes of the traditional Tamil theatre- 
cxtcnded-to-cinema was one more case of 
the elites trying to subvert the subaltern 
nature of the cinema Not only does Pandian 
fail to find any object! ve ment in the criticism 
of a perfotmmg art form, but he would 
evidently have preferred the masses to have 
had larger and larger doses of the same kind 
ot cinema, on the grounds that if they had 
liked this tare at one time, this is what they 
should get forever, a view which is both 
static and patronising. Annadurai and 
Karunantdhi themselves fully realised the 
potential ot using the cinema as a vehicle 
for spreading a political and ideological 
message by introducing themes of con¬ 
temporary relevance in Tamil movies 
Further, if in the earlier films [Parasakn and 
Manohara] Karunanidhi virtually blasted 
the audience with extremely dramatic, 
alliterative dialogues, today he uses a far 
more subdued and sophisticated style to 
convey his political message \Palaivana 
Rojakkal] 

His oversinipli»tic analytical framework 
leads Pandian to many internally inconsistent 
statements. While he sees the proposal of 
Kalki and Ramsiya that the cinema should 
be used for conveying a message of 'uplift’ 
as “an effort to further their agency over the 
cinematic medium [by] the Tamil elites”, he 
also criticises the same elites for ignoring 
the contribution ot the Tamil drama (the 
medium of the masses) to spread the message 


of nationalism The fact is that everybody 
soon realises and exploits the power of mass 
media to reach a larger audience This was 
not confined to any one class For Pandian 1 s 
benefiil would also add that classical camattc 
music, on which he heaps such scorn as the 
preserve of the elites, was also used quite 
extensively to popularise the message of 
nationalism This was done not only by 
singing the compositions of well known 
poets like Subramama Bharati, but also the 
works ot little known composers 1 have 
heard people say that when Musiri 
Subramama Iyer used to sing 'Theyilai 
Thottaththile* ('In the Tea Gardens’) a song ' 
about the exploitation ot indentured Tamil 
labourers in tea plantations, the audience 
would often be left in tears In fact, this 
pressure to be 'nationalistic’ was so strong 
thdt even apolitical musicians were compelled 
to include one or two patriotic songs m their 
concert repertoire 

Pandian’s paper also contains inexplicable 
factual inaccuracies Accoiding to him, the 
elites entered the world of the cinema either 
as investors or in some skilled production \ 
activities like directing, photography, etc, j 
while the lower classes provided the acting 
skills In tact, from the 1930s to the present 
day there have been mary notable actors and, 
actresses from the upper castes in Tamil t 
movies Fuithcr, the first Tamil actress to i 
appear in a swimsuit - the local IT girl! ~! 
was K R Chellam, who was a brahmin. | 
Whether acting, in spite of its glamour, has; 
ever been considered 'respectable' in any| 
class of society is a different question! 
altogether . 

Finally, it is ironic that even as Pandian > 
exults that the elites, in spite of all their 
cunning strategies, could not establish their 
hegemony ovei the cinema because theyi 
needed the masses as audience, he m tact 
rejects the taste of the same masses who! 
made popular (and commercial) successes! 
of the movies of ‘elitist* directors like 1 
K Subramaniam [Tyaga Bhumi ], K Bala-; 
chander or Mam Ratnam Evidently, thej 
preferences of the masses should rcigni 
supreme only seleclively 1 j 
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COMMERZBANK A 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 


BALANCE SHEET AS ON 31ST MARCH 1996 


(Rs in ()00) 


As on 
31 -01-96 


Schedule 

CAPITAL AND 
LIABILITIES 


Capital 

Reserves and Surplus 

1 

2 

Deposits 

3 

Borrowings 

Other Liabilities and 

4 

Provisions 

5 


Cash and balances with 
Reserve Bank of India 
Balances with Banks and 

6 

money at call and 
short notice 

7 

Investments 

8 

Advances 

9 

Fixed Assets 

10 

Other Assets 

11 

Contingent liabilities 

12 

Bills for collections 



697,247 

Nil 

21,001 

238,918 

25,325 

982,491 


223,690 

12,978 

282,580 

75,293 

379.475 

982,491 


1,200,592 

Nil 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
ENDED 31 ST MARCH 1996 


(Rs in 000) 


For the 
period ended 
31-03-96 



I. INCOME 

Interest earned 
Other income 

TOTAL 

II. EXPENDITURE 

Interest expended 
Operating expenses 
Provisions and contingencies 

TOTAL 

III. PROFTT/LOSS 

Net Profit/(Loss) for the 
period 

TOTAL 

IV. APPROPRIATIONS 

Transfer to statutory 
reserves 

Transfer to other reserves 
Balance earned over to 
balance sheet 

TOTAL 

Notes to Accounts 



2,249 

63,839 

Nil 

66,088 


(43,154) 


(43,154) 


(43,154) 


(43,154) 


As per our report of even date 

BORKAR ft MUZUMDAR 
Chartered Accountants 




NEIL BHARADWAJ 

ASHOK TANKHA 

NIKOLAUS SCHWARZ 

LAUT MAJCHUA 

Partner 

Chief Executive Officer 

Head - Administration 

Senior Manager 

Date 26th June 1996 

Place Mumbai 

& General Manager 

A Organisation 

Accounting ft Controlling 
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COMMERZBANK Jit 


(Incorporated in Germany with Limited Liability) 



MUMBAI BRANCH 


BALANCE SHEET AS ON 31ST MARCH 1996 

(Rs in 000) 

(Rs m 000) 


As on 
31-03'% 


As on 
31-03-96 

Schedule 1 - Capital 


Schedule 4 - Borrowings 


(A) Amount brought into India by way 
ol start up capital 

(B) Securities ot Rs 20,00,000 deposited 
with the Reserve Bank of India under 

697,247 

L Borrowings in India 

(i) Reserve Bank of India 

(ii) Othpr banks 

(in) Other institutions and agencies 

11 Borrowings outside India 

238,918 

Section 11(2) ot the Banking Regulation 
\ii 1049 (included under investments) 

697,247 

III Secured borrowings included m 

I & II above - Rs. Nil 

238,918 

Schedule 2 - Reserves and Surplus 


Schedule 5 - Other Liabilities and Provisions 


1 Statutory Reserves 
(i) Opening Balance 
(n) Transfer from Pi of it & l-oss account 

- 

I. Bills Payable 

II. Inter-office adjustments (net) 

III Interest accrued 

IV Others (including provisions) 

87 

25,238 

25,325 

11 Capital Reserves 
(i) Opening Balance 
(u) Transfer from Profit & Loss account 

Nil 

- 

Schedule 6 - Cash and Balances 
with Reserve Bank of India 


III Revenue and Other Reserves 
(i) Opening Balance 

00 Transfer from Profit & Loss account 

Nil 

I. Cash in hand 

(including foreign currency notes) 

II. Balances with Reserve Bank of India 

0) in Current Account 

(n) In Other Accounts 

8.475 


Nil 


8,475 

IV. Balance ot Profit/Loss 

- 

Schedule 7 - Balances with Banks and 

Money at Call and Short Notice 



Nil 


Schedule 3 - Deposits 

A. 1 Demand Deposits 
(i) From banks 
(it) From others 

11 Savings Bank Deposits 

1,230 

1,716 

I. In India 

0) Balances with banks in India 

(a) In Current Accounts 

(b) In Deposit Accounts 

(ii) Money at call and short notice 

(a) With banks 

(b) With other institutions 

1,190 

222,500 

III Term Deposits 
(i) From banks 
(u) From others 

18,055 

II. Outside India 

(0 In Current Accounts 

! 223,690 


21,001 

(ii) In Deposit Accounts 

(in) Money at call and short notice 

- 

B (i) Deposits of branches in India 

(u) Deposits of branches outside India 

' 21,001 



Nil 


21,001 


223,690 
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COMMERZBANK A 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 



BALANCE SHEET AS ON 31ST MARCH 1996 


(Rs in 000) 


As on 
31-03-96 


Schedule 8 - Investments 

1. Investments in India in 

(i) Government Securities 

(ii) Other approved securities 

(iii) Shares 

(iv) Debentures and bonds 

(v) Subsidiaries and/or joint ventures 

(vi) Others 


Schedule 10 - Fixed Assets 
1. Premises 

(i) At cost as at 31st March 1995 

(ii) Additions during the year 

(iii) Deductions during the year 

(iv) Depreciation to date 





12,978 

II. Investments outside India 

Nil 

Schedule 9 - Advance* 


A. (i) Bills purchased and discounted 

82,580 

(ii) Cash credits, overdrafts and loans 


repayable on demand 

200,000 

(iii) Teim loans 

- 


282,580 

B. (i) Secured by tangible assets 

88,918 

(ii) Covered by bank/govemment 


guarantees 

- 

(iii) Unsecured 

193,662 


282,580 

C.l. Advances in India 


(i) Priority Sector 

282,580 

(ii) Public Sector 

- 

(iii) Banks 

- 

(iv) Others 

- 


282,580 

C.ll. Advances outside India 

Nil 


Other fixed assets 
(including furniture & fixtures) 

(i) At cost as at 31st March 1995 

(ii) Additions during the year 

(iii) Deductions during the year 

(iv) Depreciation to date 



Schedule 11 - Other Assets 

I. Inter-office adjustments (net) 

II. Interest accrued 

III. Tax paid in advance/tax deducted 
at source 

IV. Stationery and stamps 

V. Others 

VI. Debit balance in Profit and Loss 
account 


Schedule 12-Contingent Liabilities 

I. Claims against the bank 
not acknowledged as debt 

II. Liability for partly paid 
investments 

III. Liability on account of 
outstanding forward exchange 
contracts 

IV. Guarantees given on behalf of 
constituents: 

(a) In India 

(b) Outside India 

V. Acceptances, endorsements and 
other obligations 

VI. Other items for which the bank is 
contingently liable 


(Rs in 000) 


As on 
31-03-96 


81,686 

(6,393) 


75,293 


75,293 


34,440 

3.086 

40 

298,754 

43,154 


379,475 


1,069,993 


122,460 

8,106 


1,200,592 
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COMMERZBANK A 

(Incorporated in Germany with Limited Liability) 


MUMBAI BRANCH 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD ENDED 31 ST MARCH 1996 



(Rs in 000) 


For the 
period ended 
31 -03-96 



(Rs in 000) 


For the 
period ended 
31-03-96 


Schedule 13 - Interest Earned 

I. Interest/discount on advances/bills 

II. Income on investments 

111 Interest on balances with Reserve Bank 
of India and other intcr-bank funds 


IV Others 


TOTAL 


Schedule 14 - Other Income 

I. Commission, exchange and brokerage 

II. Profit on sale of investments 

III. Profit on revaluation of investments 

IV. Profit on sale of land, 
buildings and other assets 

V. Profit on exchange transactions 

VI. Income earned by way of dividends etc. 
from subsidianes/companies/joint ventures 
abroad/in India 

VII. Miscellaneous Income 


TOTAL 


Schedule IS - Interest Expended 

I. Interest on deposits 

II. Interest on Reserve Bank of India/ 
inter-bank borrowings 

III. Others 


Schedule 16 - Operating Expenses 

^ I. Payments to and provisions 
89 for employees 

7 q II. Rent, taxes and lighting 

III. Printing and stationery 

IV. Advertisement and publicity 

V. Depreciation on bank's 
property 

VI. Directors' fees, allowances and 
expenses 

VII. Auditors' fees and expenses 
(including branch auditors' fees 
and expenses) 

VIII. Law charges 


IX Postage, telegrams, telephones etc. 
X. Repairs and maintenance 


15,.648 
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COMMERZBANK SBt 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 

Schedule 17 - Notes forming part of the Accounts for the Year Ended 31st March 1996 

1 Principal Accounting Policies 

A Accounting conventions 

The financial statements of Mumbai Branch of Commerzbank AG have been prepared according to the historical cost 
convention on accrual basis except as otherwise stated and in accordance with statutory requirements prescribed under 
the Banking Regulation Act, 1949 and practices prevailing in the country 
B Transactions involving foreign exchange 

1 Foreign currency assets, liabilities and contingent liabilities on account of outstanding foreign exchange contracts are translated 
on the Balance Sheet date at the raus notified by FEDA1 

2 Profit & Loss on revaluation of outstanding foreign exchange contracts on the Balance Sheet date at the rates notified 
by FEDAI have been included in the Profit and Loss account as per PEDAI guidelines which is not in accordance 
with Accounting Standard 11 of the Institute of Chartered Accountants of India 

C Investments 

The investments of the Bank are classified as Current Current Investments other than Treasury Bills and Commercial 
I Papers are valued at cost or market value whichevei is lower Depreciation, if any, on revaluation, is charged to revenue 

Treasury Bills and Commercial Papers are valued at carrying cost The market value of Current Investments is worked 
out by means of an appropriate capitalization of yield method as recommended by the Reserve Bank of India 
D Advances 

Advances arc stated net of bills rediscounted and specific provisions for doubtful advances, if any, in accordance with 
norms prescribed by the RBI based on their periodic review by management 
E Premises, Furniture and Fixtures etc 

Premises, furniture and fixtures including vehicles and equipment have been valued at cost less depreciation Depreciation 
has been provided on straight line method at the rates specified by Head Office which are higher than the rates prescribed 
under Schedule XIV to the Companies Act, 1956 Pro rata depreciation is provided on assets in the year it is put to use 
F I ncomc Recognition 

t) Interest Income is rccogm/ed on accrual basis except in the case of non-performing advances, if any which is rccogm/cd 
on recovery and settlement 

it) Commission and fees arc treated on accrual basis except commission on Lettcis of Credit and Guarantees which is 
accounted as income on cash basis 
G Stall Benefits 

Liabilities in respect of retiral benefits to employees are provided for as per payments to Gratuity I und and Provident 
Fund The amount of payment to the funds except for provident fund is determined on the basis of acturial valuation 
In case of Superannuation benefits, a provision is made based on an actuarial valuation 
H Net Profit 

The net profit disclosed in the Profit and Loss Account is after 

i) Provision tor taxes on income in accordance with statutory requirements 

ii) Adjustments, if any, so as to value current investment at lower of cost and market value 

iii) Other usual and necessary provisions 

2 Capital to Risk Asset Ratio as at 31st March 1996 based on RBf recommended guidelines stands at 60 46% 

3 In case of Gratuity Fund and Pmvidcnt Fund application tor recognition is pending with the Income 1 ax Dcpaiiment In case 
of Supeianimation benclits the bank is in process of forming a fund 

4 As the Bank has commenced operations in India with effect from 1st December 1995, there are no corresponding figures tor 
the previous year 

For and on behalf of 
BORKAR & MIJZUMDAR 
^ Chartered Account ants 

NEIL BHARADWAJ ASHOK TANKHA NIKOLAUS SCHWARZ LALIT MAKHIJA 

Partner Chief Executive Officer Head-Administration SeniorMunagcr 

& General Manager & Organisation Accounting & Controlling 

Date 26th June 1996 
Place Mumbai 
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COMMERZBANK A 

(Incorporated in Germany with Limited Liability) 

MUMBAI BRANCH 

AUDITORS 9 REPORT ON THE ACCOUNTS OF MUMBAI BRANCH OF 

COMMERZBANK AG 


We have audited the attached Balance Sheet of Mumbai' Branch of Commerzbank AG (Incorporated in 
Germany with limited liability) as on Maith 31,1996 and the Profit and Loss Account of Mumbai Branch 
of the Bank for the period ended March 31, 1996 annexed hereto. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (l), (2) and (S) of Section 211 and sub-section (S) of Section 227 of the Companies Act, 
1956, the Balance Sheet and Profit and Loss Account, together with the notes thereon are not required 
to be drawn up in accordance with Schedule VI of the Companies Act, 1956. The accounts are therefore, 
drawn up in conformity with Forms * A* and *B* of the Third Schedule of the Banking Regulation Act, 1949. 

1. We have obtained all the information and explanations which in our opinion and to the best of our 
knowledge and belief were necessary for the purpose of obr audit and have found them to be satisfactory; 

2. the transactions Which have come to our notice have beeh, in our opinion, within the powers of Mumbai 
Branch of the Bank; 

3. in our opinion, proper books of account as required by law have been kept by the Mumbai Branch of 
the Bank so far as appears from our examination of those books; 

4. the Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with 
the books of account; 

5 m our opinion, and to the best of our information and according to the explanations given to us, the 
accounts read together with the notes thereon, give the information required by the Companies Act, 
1956, in the manner so required lor Banking Companies on such basis; the Balance Sheet gives a true 
and fair view of the state of affairs o! the Bank as on March 31, 1996 and the Profit and Loss Account 
of the Mumbai Branch of the Bank for the period ended on that date. 

For and on behalf of 
BORKAR & MUZUMDAR 
Chartered Accountants 

NEIL BHARADW AJ 
Partner 

Date: 26th June 1996 
Place: Mumbai 
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OTIBANCO 

(Incorporated with Limited Liability in U.S.A.) 


BALANCE SEBET OF THE INDIAN BRANCHES AS AT MARCH 31,19% 


Schedule 

As on 31.3.% 
Rs. '000 

As on 31.3.95 
Rs. '000 

CAPITAL & LIABILITIES 




Capital 

1 

1,930,000 

1,580,000 

Reserves & Surplus 

2 

8,140,336 

6,424,060 

Deposits 

3 

67,751,855 

60,906,820 

Borrowings 

4 

5,663,043 

3,876,520 

Other liabilities and provisions 

5 

5,032,752 

3,877,075 

TOTAL 


86,587,986 

75,084,475 

ASSETS 




Cash and balance with Reserve Bank of India 

6 

8,774,872 

9,893,813 

Balances with banks and money at call and short notice 

7 

11,712,088 

2,969347 

Investments 

8 

23,165,506 

26,087,519 

Advances 

9 

34,786,446 

27,912,958 

Fixed Assets 

10 

1,527,606 

1,472,266 

Other Assets 

11 

6,621,468 

6,748,572 

TOTAL 


86,587,986 

75,084,475 

Contingent Liabilities 

12 

109,%3,414 

115,143,651 

Bills for collection 


527,781 

262,603 

Notes on Accounts 

17 




Schedules refened to herein form an integral part of the Balance Sheet 
This is the Balance Sheet referred to in our report of even date. 


Sd/- 

S. S.MAN1 
Partner 

for and on behalf of 
FRASER & ROSS 
Chartered Accountants 

Place: MUMBAI 
Date: July 11,1996 


Sd/- 

S. VENKATACHALAM 
Vice President 


Sd/- 

ASHORE DUTT 

Acting Chief Executive Officer—India 
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CfTIBAfKO 

(Incorporated with Limited Liability in U.SA.) 


PROFIT AND LOSS ACCOUNT OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 




Schedule 

31.3.96 

31.3.95 




Rs.'OOO 

Rs.000 

L INCOME 

Interest earned 


13 

8.920,217 

7,615,265 

Other income 


14 

3,210,532 

2,540,126 


TOTAL 


12,130,749 

10^55,391 

IL EXPENDITURE 

Interest expended 


15 

5,407,360 

4,074,477 

Operating expenses 


16 

2,834,756 

2,456,245 

Provisions and contingencies 



2,139,745 

2,052,465 


TOTAL 


10,381,861 

8,583,187 

HL PROFIT 

Net profit for the year 



1,748,888 

1,572304 

Profit brought forward 



3,910,957 

2,653,194 


TOTAL 


5,659,845 

4,225,398 

IV. APPROPRIATIONS 
Transfers to statutory reserves 



349,778 

\ 

314,441 1 

Balance carried over to Balance Sheet 


5,310,067 

3,910,957 j 


TOTAL 


5,659,845 

4,225.398 ) 

Notes on Accounts 


17 


i 


Schedules referred to herein form an integral part of the Profit and Loss Account 
This is the Profit and Loss Account referred to in our report of even date. 

Sd/- Sd/- Sd/- 

S. S. MANI S. VENKATACHALAM ASHOKE DUTT 

Partner Vice President Acting Chief Executive Officer—India 

for and on behalf of 

FRASER & ROSS 

Chartered Accountants 

Place: MUMBAI 
Dale: July 11,1996 
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CTtlBAtKCf 


(Incorporated with Limited Liability in U.S.A ) 

SCHEDULES FORMING PART OF THE ACCOUNTS OF fHE 

INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 


Rs.000 

As eft 31.3.% 
Rs.’OOO 

As on 31.3.95 
Rs.*000 

SCHEDULE I—CAPITAL 




CAPITAL 



/ 

Amount of deposit kept with RBI 
under Section 11(2) (b) of the Banking 

Regulation Act, 1949 
(see schedule 17—note E) 


1,930,000 

1380,000 

TOTAL 


1,930,000 

1380.000 

SCHEDULE 3—RESERVES ft SURPLUS 



■ 

I. Statutory Reserves 



mm 

Opening Balance 

Additions during the year 

1,158,205 

349,778 


■ 

MBS! 



1307.983 

1,158,205 

R Citibank Cents Reserve 


67300 

67,500 

SL Furniture ft Equipment Reserve 


15,722 

15,722 

IV. Properties Investment Reserve 
(see schedule 17—note B) 


619.431 

619,431 

■ V. Revaluation Reserve 

(see schedule 17—note A(v)) 


619,633 

652345 

1 

VI. Balance in Profit and 

Loss Account 


5310,067 

3,910,957 

TOTAL 


8.140336 

6,424,060 






I wo 
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CmBANKO' 

(Incorporated wah Limited Lability in US A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 



SCHEDULE 3—DEPOSITS 
A I Demand Deposits 

i) From banks 

ii) From others 


II Savings Bank Deposits 

III Term Deposits 

i) Trom banks 

ii) From others 


TOTAL 

B i) Deposits of branches in India 
SCHEDULE 4—BORROWINGS 
I Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

m)Other institutions and agencies 


II Borrowings outside India 


TOTAL 


Secured borrowings included in I & II above 


Rs 000 


As on 31 3 96 
Rs '000 


81,151 

8,507,689 


8.588.840 

2,140,562 


5,969,803 

51,052,650 


57,022,453 


67,751,855 


67,751,855 


493,113 

4,101,761 

818,484 


As on 31 3 95 
Rs’000 


65,950 

6,838,933 


6,904,883 

2,136,619 


6,237,443 
45,627 875 


51,865,318 


60,906,820 


60,906,820 


237,767 

2,335,727 

466,743 


3,040,237 


836,283 
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CITIBAtKO 

(Incorporated with Limited Liability in USA ) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 



SCHEDULE 5-OTHER LIABILITIES 
AND PROVISIONS 
(see schedule 17—note C) 

I Bills payable 

II Inter-office adjustments (net) 

III Interest accrued 

IV Others (including provisions) 

TOTAL 

SCHEDULE 6-CASH AND BALANCES 
WITH RESERVE BANK OP* INDIA 
I Cash in hand (including foreign currency notes) 
U Balances with Reserve Bank of India 

i) in Current Account 

ii) m Other Accounts 


TOTAL 


SCHEDULE 7—BALANCES WITH BANKS 
AND MONEY AT CALL AND SHORT NOTICE 
1 In India 

i) Balances with banks 

a) in Current Accounts 

b) in Other Deposit Accounts 



2,578,374 

NIL 


ii) Money at call and short notice 

a) With banks 

b) With other institutions 


TOTAL 

II Outside India 

i) in Current Account 

ii) in Other Deposit Accounts 

iii) Money at call and short notice 

TOTAL 

GRAND TOTAL 


145,117 

8,985.097 

NIL 


As on 31 3 96 
Rs'000 

As on 31 395 
Rs‘000 

1,572,331 

513,149 

874,897 

2,072,375 

931,731 

(532,092) 

767,763 

2,709,673 

5,032,752 

3,877,075 

108,805 

98,472 

8,666,067 

9,795,341 

NIL 

8,774,872 

9,893,813 


2,021,871 

NIL 

2,578,374 

2,021,871 


NIL 

NIL 

3,500 

NIL 

2,581,874 

2,021,871 




9,130,214 


11,712,088 


178,395 

769,081 

NIL 


947,476 


2,969,347 
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(Incorporated with Limited Liability in U.SA.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 


• 

Rs.000 

As on 31.3.96 
Rs.'OOO 

As on 31.3.95 
Rs.’OOO 

SCHEDULES—INVESTMENTS 




(aw schedule 17—note A (iv)) 




I. In vestments in India in 




i) Government securities 


15,486,103 

14,567,234 

ii) Other approved securities 


435,638 

322.430 

iii)Shares 


12,499 

58,062 

iv) Debentures and Bonds 


6,623,994 

9,483,221 

v) Otheis 




a) Initial Contribution - UTI 

100 


100 

b) Other units 

318,000 


438,000 

c) Others (Schedule 17—note F) 

289,172 

607,272 

1,218,472 

TOTAL 


23,165,506 

26,087,519 

SCHEDULE 9—ADVANCES 




(aw schedule 17—note A (iii)) 




A. i) Bills purchased and discounted 


1,916,430 

1,964,996 

ii) Cash credits, overdrafts and loans repayable 




on demand 


14,333,362 

12,393,118 

iii)Term loans 


18,536,654 

13,554,844 

TOTAL 


34.786.446 

27,912,958 

B. i) Secured by tangible assets 


20,854,013 

15,934,995 

ii) Covered by Bank/Govemment Guarantees 


405,574 

133,772 

iii)Unsecured 


13,526,859 

11,844,191 

TOTAL 



27,912,958 

Cl. Advances in India 




i) Priority Sectors 


4,835,651 

5.393.600 

ii) Public Sector 


59,610 

169,093 

iii)Other? 


29,891,185 

22,350,265 

TOTAL 


34,786,446 

27,912,958 

0. Advances Outside India 




i) Due front banks . 


NIL 

NIL 

ii) Due from others 




a) Bills purchased and discounted 


NIL 

NIL 

b) Syndicated loans 


NIL 

NIL 

c) Others 


NIL 

NIL 

TOTAL 


NIL 

NIL 

GRAND TOTAL (C. I &U) 


34,786,446 

27,912,958 
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CITIBANKO’ 

(Incorporated with Limited Liability in U.SA.) 

SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 


INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 



As on 31.3.96 

As on 31.3.95 


Rs.'OOO 

Rs.000 

SCHEDULE 10—FIXED ASSETS 
(see schedule 17—note A (v)) 

I. Premises 



At cost as on 1 April 

119,394 

111,103 

Additions during the year 

4,258 

8,368 

Deductions during the year 

| (15) 

(77) 

Depreciation to date 

(30,027) 

(25.165) 


93,610 


Add: Premises Revaluation 

619,633 


TOTAL 

713,243 

746,474 

II. Other Fixed Assets (including furniture and fixtures) 



At cost as on 1 April 

1,225,787 

947,505 

Additions during the year 

286,633 

312,938 

Deductions during the year 

(45,741) 

(34,656) 

Depreciation to date 

(652,316) 

(499,995) 

TOTAL 

814,363 

725,792 

GRAND TOTAL 

1,527,606 

1,472,266 

SCHEDULE 11—OTHER ASSETS 



(see schedule 17—note C) 



I. Due from Head Office 

NIL 

NIL 

II. Intel Office adjustments (Net) 

160,358 

42,869 

III. Interest accrued 

1,259,804 

758,488 

IV. Stationery and stamps 

4 

32 

V. Others 

5,201,302 

5,947,183 

TOTAL 

6,621,468 

6,748,572 

SCHEDULE 12—CONTINGENT LIABILITIES 



I. Qaimsagainst the bank not acknowledged as debts (see schedule 17-note H) 

1,884,536 

2,434,036 

U. Liability for partly paid investments 

NIL 

NIL 

in. Liability on account of outstanding forward exchange contracts 

97,638,801 

104,759,446 

IV. Guarantees given on behalf of constituents 


a) In India 

1,484,589 

3,105,929 

b) Outside India 

3,299,341 

853,083 

V. Acceptances, endorsements and other obligations 

5,506,147 

3,741.957 

VI. Other items 

150,000 

249,200 

TOTAL 

109,963,414 

115,143,651 


1894 


Economic and Political Weekly July 1?, 1996 





















CmBANVW 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 




Year ended 

Year ended 



31.3.96 

31.3.95 



Rs. 000 

Rs.’OOO 

SCHEDULE 13—INTEREST EARNED 



I. 

Interest/discount on advances/bills 

5,690,781 

3,751,006 

II. 

Income on investments 

2,734,341 

3,359,239 

III. 

Interest on balances with Reserve Bank of India 
and other inter-bank funds 

486.396 

495,097 

IV. 

Others 

8,699 

9,923 


TOTAL 

8,920,217 

7,615,265 
- ■ ■ - -. — 

SCHEDULE 14—OTHER INCOME 



I. 

Commission, exchange and brokerage 

2,176,217 

1,514,979 

ii. 

Profit on sale of investments 

519,657 

841,200 

in. 

Profit/(Loss) on exchange transactions 

514,658 

183,647 

IV 

Miscellaneous Income 

NIL 

300 

a 


TOTAL 

3,210,532 

2,540,126 . 

SCHEDULE 15—INTEREST EXPENDED 



L 

Interest on deposits 

3,998.468 

3,546,100 i 

II 

Interest on Reserve Bank of India/inter-bank borrowings 

454,660 

225,245 

m. 

Others 

954,232 

303.132 


TOTAL 

5,407,360 

4,074,477 ' 

SCHEDULE 16—OPERATING EXPENSES 

1 


I. 

Payments to and provisions for employees 

518,602 

424,583 

II. 

Rent, taxes and lighting 


197,265 

m. 

Minting and stationery 

WMiM. Wm 

133,853 

IV 

Advertisement and publicity 

311,171 

83,158 

V. 

Depreciation on bank’s property 

168,233 


VI. 

Local advisory board members fees, allowances and expenses 

580 

735 

VII. 

Auditors* fees and expenses 

2,500 

2,000 

VIU 

Law charges 

28,175 

18,744 , 

IX. 

Postage, Telegrams, Telephones, etc. 

186,541 

162,204 | 

X. 

Repairs and maintenance 

143,915 

110,806 

XL 

Insurance 

82,688 

92,350 

XII. 

Other expenditure 

1,027,575 

1,109,839 5 


TOTAL 

2,834,756 

2,456,245 ; 
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CITIBAfiKO' 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 


SCHEDULE 17 

NOTES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 

A STATEMENT OF ACCOUNTING POLICIES 

i BASIS OF PRESENTATION 

The financial statements have been prepared on the historical cost basis in accordance with generally accepted 
accounting principles and conform to the statutory requirements prescribed under the Banking Regulation 
Act, 1949. 

ii FOREIGN CURRENCY TRANSLATION 

Assets and liabilities in foreign currencies are translated at year end rates of exchange notified by the Foreign 
Exchange Dealers Association of India (FED AI). Revenues and expenses have been translated at rates prevailing 
on the transaction date. Foreign exchange trading positions including spot and forward contracts are valued 
monthly at prevailing market rates and the resulting gains and losses are included in foreign exchange revenue. 
Swap costs have been classified under Schedule XV - Interest Expended - others. 

iii CREDIT LOSSES 

The Bank has a consistent internal policy of classifying its commercial and consumer loans and advances and 
full provision forcrcdit losses and writeoffs, have been made to satisfy the Prudential accounting norms prescribed 
by the Reserve Bank of India for asset classification and for income recognition. 

iv INVESTMENTS 

All investments held by the bank are 'current investments’ and are valued at the lower of cost and market value 
or beloW that value in aggregate for each category in compliance with the RBI requirements. Treasury Bills and 
Floating Rate Notes are valued at cost. Pass Thru Certificates are valued at carrying cost. Provisions and 
contingencies include valuation adjustments relating to investments in compliance with the Reserve Bank of 
India directives. 

v PREMISES AND EQUIPMENT 

Premises and equipment are stated at cost/valuation less accumulated depreciation. Depreciation is computed 
on written down value method (other than certain assets in staff quarters for which depreciation is computed 
on straight line method) with reference to the estimated useful life of the asset. During the Financial year 
ended March 31,1994 certain premises belonging to the Bank in India were revalued by an approved valuer.and 
the increment in value amounting to Rs. 686,574,000 was brought into the books of account and credited to 
Properties revaluation reserve. The depreciation on the incremental value amounting to Rs. 32,612,261 has been 
charged to Property revaluation reserve. 

vi STAFF BENEFITS 

The Bank has fully funded contributions to the Pension Fund and Superannuation benefits for its employees 
with the Life Insurance Corporation of India. 

vii INCOME RECOGNITION 

The Bank follows a procedure of income recognition which satisfy the norms prescribed by the Reserve Bank 
of India. 


A 
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SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 


SCHEDULE 17 (contd.) 

NOTES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31,1996 

G No provision has been made for claims amounting to Rs. 172 crores decreed against the bank against which appeals 

filed have been admitted by the Supreme Court of India (stay has been granted in respect of the decree of Rs. 133.5 
crores). The bank has been advised that there are good and reasonable chances of success in the appeal. 

H Claims against the bank not acknowledged as debts include certain claims now pending before the Indian Courts 

I The Capital Adequacy Ratio ofthe bankas at March 31,19% as computed under the guidelines issued by the Reserve 

Bank of India is 10.07%. 

J Prior year figures have been regrouped and reclassified wherever necessary. 

K The Indian Branches ofthe Bank as at March 31,1996 are at: 

Mumbai (Fort and Nariman Point); Calcutta (Chowringhee and Braboume Road); 

New Delhi (Jeevan Bharti) and Madras (Anna Salai). 

L The accounts have not been authenticated by the Chief Executive Officer as he is out of India. 


SIGNATURES TO SCHEDULES I TO 17 


SdA 

S. S. MANI 
Partner 

for and on behalf of 
FRASER & ROSS 
Chattered Accountants 


Place: MUMBAI 
Date: July II, 1996 


Sd/- 

S. VENKATACHALAM 
Vice President 


Sd/- 

ASHOKEDUTT 

Acting Chief Executive Officer—India ; 
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CtTIBANKO' 

(Incorporated with Limited Liability in U.S.A.) 


AUDITORS’ REPORT ON THE ACCOUNTS OF THE INDIAN BRANCHES 
OF CITIBANK, N.A. UNDER SECTION 30 OF 
THE BANKING REGULATION ACT, 1949 


We have audited the attached Balance Sheet of the Indian Branches of Citibank, N.A. (incorporated with Limited 
Liability in the U.S.A.) as at March 31,1996 and the relative Profit and Loss Account of the Indian Branches 
of the Bank for the year ended on that date signed by us under reference to this report. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of the sub-sections (1), (2) and (S) of Section 211 and Sub-Section (S) of Section 227 of the Companies Act, 
1956, the Balance Sheet and Profit and Loss Account together with notes thereon, are not required to be and 
are not drawn up in accordance with Schedule VI to the Companies Act, 1956. The accounts are, therefore, drawn 
up in conformity with Forms “A” and “B” of the Third Schedule to the Banking Regulation Act, 1949. 

1. We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purposes of our audit and have found them to be satisfactory. 

2. The transactions which have come to our notice have been, in our opinion, within the powers of the Indian 
Branches of the Bank. 

3. In our opinion, proper books of account as required by law have been kept by the Indian Branches of the 
Bank so far as appears from our examination of these books. 

4. The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt 
with by this report are in agreement with the books of account. 

5. In our opinion and to the best of our information and according to the explanations given to us, the Balance 
Sheet and Profit and Loss Account read together with the notes thereon and subject to note no. G in Schedule 
17 regarding non-provision of certain demands under appeal give the information required by the Companies 
Act, 1956, as amended in the manner so required for Banking Companies and on such basis, the said Balance 
Sheet gives a true and fair view of the state of affairs of the Indian Branches of the Bank as at March 31, 
1996 and the Profit and Loss Account gives a true and fair view of the Profit of the Indian Branches of the 
Bank for the year ended March 31, 1996. 


Sd/- 

S. S. MAN1 
Partner 

for and on behalf of 

Place: MUMBAI FRASER & ROSS 

Dated: July 11, 1996 Chartered Accountants 
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BALANCE SHEET AS AT 31ST MARCH. 1996 


THE CHASE MANHATTAN BANK, N.A. 

(Incorporated in the USA with Limited Liability) 

MUMBAI BRANCH 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 3IST MARCH. 1996 



(Rs in Thousands) 


As at As at 

Schedule 31 03 1996 31 03 1995 


CAPITAL AND 
LIABILITIES 

Capital 
Deposits 
Borrowings 
Other Liabilities and 
Provisions 

TOTAL 


ASSETS 

Cash and Balances with 
the Reserve Bank 
of India 

Balances with Banks 
Money at Call and 
and Shoit Notice 
Investments 
Fixed Assets 
Other Assets 

TOTAL 


Contingent Liabilities 


Notes to Accounts 




313,309 

81,845 

1,947 


424,468 


380,781 

3 

0 


449,550 



256,415 

27,527 

26,876 

103.697 

424,468 


1,453 
107,900 
38 645 
247,771 

449,550 


4,420,173 20,622,128 



L INCOME 
Interest Earned 
Other Income 

TOTAL 

II. EXPENDITURE ^ 
Interest Expended 
Operating Expenses 
Provisions and 

Contingencies 

TOTAL 

III. PROFIT/LOSS 

Net Pnofit/(-) Loss for 
the year 

Profit/(-) Loss brought 
forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer from Capital 
Balance earned over 
to Balance Sheet 

TOTAL 

Notes to Accounts 


(Rs in Thousands) 


Year Ended Year Ended 
Schedule 3103 1996 3103 1995 


11,469 

-2,306 



57,846 


496 

91,487 


3.259 

7?,146 



23,268 -67,472 


101,849 -67,472 



The Schedules referred to herein form an integral part of the The Schedules reierred to herein form an integral part of the 
Balance Sheet Profit and Loss Account 

This is the Balance Sheet referred to in our Report ol This is the Profit and Loss Account referred to in our Report 

even date of even dale 

Fbr SHARP A TANNAN For THE CHASE MANHATTAN BANK. N A 

Chartered Accountants 
By the hand of 

Sd/ Sd/ 

M P Narsang Frans Kock 

Partner Vice President A Chief Executive Officer 


Mumbai 

Dated 18th June 1996 


Sd/ 

Frans Kock 

Vice President A Chief Executive Officer 

Sd/ 

Mahesh Aras 

Vice President A Chief Administrative Officer 
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THE CHASE MANHATTAN BANK, N.A. 

(Incorporated in the USA with Limited Liability) 

MUMBAI BRANCH 



SCHEDULES FORMING PART OF THE BALANCE SHEET 

(Rs in Thousands) 

(Rs in Thousands) 


As at 

As at 


As at 

As at 


31 03 1996 

31 03 1995 


31 03 1996 

3103 1995 

Schedule 1—Capital 



Schedule 6—Balances 
with Banks and Money 



Start-up Capital as prescribed 



at Call and Short Notice 



by the Reserve Bank of India 

313,309 

313,309 

1 In India 

l) Balances with Banks 

In Current Accounts 
ii) Money at Call and Short 
Notice with Banks 



Additions upto 31st 

March, 1995 

Additions during the year 

Less Transfer to the 

67,472 

11,109 

0 

67,47? 

962 

77,000 

1,410 

0 

Profit and Loss Account 

-78,581 

0 

11 Outside India 


Of this, Rs 20,00,000 is 



In Current Accounts 

178.453 

43 

deposited with the Reserve 
Bank of India under 

Section 11(2) ot the Banking 



TOTAL 

256,415 

1,453 



Schedule 7—-Investments 



Regulation Act, 1949 



I Investments in India 



TOTAL 

313,309 

380,781 

i) Government Securities 

20,180 

100,000 


n) Other Approved Secunties 

TOTAL 

7,347 


Schedule 2—Deposits 



21,521 

107,900 

I Demand Deposits 



Schedule 8—fixed Assets 



From Banks 

12,845 

0 

Other Fixed Assets (including 



From Others 

15,700 

3 

Furniture and Fixtures) 



II Term Deposits 

53,300 

0 

At cost as on 31st March 



From Others 

of the preceding year 

46,869 


TOTAL 

81,845 

3 

Addiuons during the year 

2,563 

46,869 


Deductions dunng the year 
Depreciation to date 

227 

0 

Schedule 3—Borrowings 

I From Banks in India 

1,908 


-22,329 

26,876 

-8,224 

38,645 

TOTAL 

0 

II Outside India 

39 

0 

Schedule 9—Other Assets 



TOTAL 

1,947 

0 

I Inter-office Adjustment (Net) 

0 

17,733 



II Interest Accrued 

1,520 

68 

6,034 

0 

Schedule 4—Other 



III Stationery and Stamps 

Liabilities and Provisions 



IV Others 

102,109 

224,004 

L Bills Payable 

57 

0 

TOTAL 

103,697 

247,771 

II Inter-office Adjustments (Net) 

1 14.682 

0 

Schedule 10—Contingent 



III Interest Accrued 

446 

0 

Liabilities 



IV Others (including Provisions) 

12,182 

68,766 

I. Liability on account of 
outstanding forward 
exchange contracts 



TOTAL 

27367 

68,766 

2,263,629 

20,450.891 




Schedule 5—Cash and Balances 



II Guarantees given on behalf 


170,/59 

with the Reserve Bank off India 



of constituents in India 

886,791 




HI Acceptances, Endorsements 



I Cash in hand (including 



and Other Obligations 

1,268,359 

0 

foreign currency notes) 

2 

4 

IV Estimated amount of contracts 



II Balances with the 



remaining to be executed 



Reserve Bajik of India 



Capital accounts not 



in Current, Account 

9,951 

53,777 

provided for 

1,394 

478 

TOTAL 

9,953 

53,781 

TOTAL 

4,420.173 

20,622.128 
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THE CHASE MANHATTAN BANK, NA. 

(Incorporated in the USA with Limited Liability) 

MUMBAI BRANCH 



SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


(Rs in Thousands) 


Year Ended Period Ended 
31.03.1996 31.03.1995 


Schedule 11—Interest Earned 

I. Interest on Advances 

II. Income on Investments 

III. Interest on balances with 

RBI and other 
Inter-Bank Funds 


IV. Others 


TOTAL 


Schedule 12—Other Income 

I. Commission, Exchange and 

Brokerage 

II. Loss on Sale of 

Investments (Net) 

III. Loss on Revaluation of 

Investments (Net) 

IV. Profit on Sale of Land, 

Buildings and Other 
Assets (Net) 

V. Profit on Exchange 

Transactions (Net) 

VI. Miscellaneous Income 

TOTAL 



15,400 

68 


26,287 


30,166 

-1,123 

-373 



Schedule 13—Interest Expended 

q I. Interest on Deposits 

_ II. Interest on RBI/ 

Inter-Bank Borrowings 

III. Others 

50 TOTAL 

28 Schedule 14—Operating 

Expenses 


-2,306 



I. Payments to and provisions 

for employees 

II. Rent, taxes and lighting 

III. Printing and stationery 

35 fV. Advertisement and publicity 

V. Depreciation on Bank's 

280 property 

VI. Auditor's fees and expenses 

,200 

VII. Law Charges 

VIII. Postage, telegrams and 

^ telephones 

IX. Repairs and Maintenance 

471 X. Insurance 

108 XI. Other expenditure 

TOTAL 


(Rs in Thousands) 


Year Ended 
31.03.1996 

Period Ended 
31.03.1995 

446 

0 

42 

2,325 

8 

934 

496 

3,259 

31,031 

27,319 

11,571 

7,177 

1,258 

1,068 

64 

197 

14,293 

8,224 

239 

100 

279 

31J 

■ 

15,613 

11,133 

1,346 

2,559 

80 

435 

15,713 

14,623 

91,487 

73.146 
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THE CHASE MANHATTAN BANK, NA. 

(Incorporated in the USA with Limited Liability) 

MUMBAI BRANCH 



Schedule 15—Notes Forming Part of the Accounts for the Year Ended 31st March, 1996 


1 Principal Accounting Policies 

(a) General 

The accompanying financial statements have been prepared on the historical cost basi s and conform to the statutory provisions 
and practices prevailing m the country 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities have been translated at the exchange rates prevailing at the close of the year Non¬ 
monetary assets have been earned in the books at the contracted rates 
(n) Income and expenditure items have been translated at the exchange rates ruling on the date of the transaction 
(in) Outstanding forward foreign exchange contracts have been revalued at the exchange rates prevailing at the -close of 
the year and the resultant profit/loss is transferred to revenue in accordance with FEDAI guidelines 

(c) Invesunents 

(i) Investments categorised as ‘permanent* are valued at cost The excess of acquisition cost over face value is being 
amortised over the residual maturity and the discount over face value, being unrealised gain is ignored 
(u) Investments categorised as ‘current* are valued as follows 

- where quotations are available, at cost or maricet value, whichever is lower 

- where quotations are not available, on a yield to matunty basis as prescribed by the Reserve Bank of India 

(d) Fixed Assets 

(l) Premises and other fixed assets have been accounted for at their historical cost 

(u) Depreciation has been provided on the straight line method at rates specified by The Chase Manhattan Bank, N A 
In respect of additions during the year, depreciation is provided with effect from the month in which the addition 
is made In respect of sales/disposals, no depreciation is provided in the calendar month in which the asset is 
disposed off 

(e) Staff Benefits 

Contributions towards Provident Fund, Gratuity and Pension benefits are made on accrual basis Separate funds have been 
created for all such staff benefits 
(0 Net Profit/(Loss) 

The net loss disclosed in the Profit and Loss Account is after 

(i) Provisions for taxes on interest income and wealth tax in accordance with statutory requirements 
(u) Adjustment to the value of ‘current* investments in Government and other approved securities in India valued at cost 
or market value, whichever is lower 
(iii) Other usual or necessary provisions 

2 Current year figures are not comparable with those of the previous year, the previous year being the first year of operation, 
w^s for a period of less than 12 months Previous year figures have been re-grouped/re-classified wherever necessary 

3 Expenses relating to the Mumbai branch, incurred by the Head Office and other Chase offices have not been charged to the 
Profit and Loss Account 

4 Pre-operative Expenses incurred by the Head Office on behalf of the Indian Branch amounting to Rs 21,469,290 are to be 
amortised over a period of 48 months An amount of Rs 5,367,324, cumulatively Rs 8,050,986, has been amortised to the 
Profit and Loss Account under the head ‘Other Expenditure' and the balance amount of Rs 13,418,304 has been earned forward 
under the head ‘Other Assets' 

5 Other Expenditure, inter alia* includes professional charges, travelling, conveyance and corporate membership expenses 

6 The Capital Adequacy Ratio maintained by the bank as at 31 March, 1996 is 30% 


♦ 


Economic and Pbldical Weekly July 13,1996 


1903 










rZS 


CHASE • THE CHASE MANHATTAN BANK, NjA. 

(Incorporated m the USA with Limited Liabthty) 

MUMBAI BRANCH 


Auditors’ Report on the Indian Branch of The Chase Manhattan Bank, NA 

We have audited the attached Balance Sheet of the Indian Branch of The Chase Manhattan Bank, N A as at 
31st March, 1996 and also the annexed Profit and Loss Account of the Indian Branch of the Bank for the year 
ended on that date 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of the 
sub-secuons (1), (2) and (5) ol Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the Balance 
Sheet and the Profit and Loss Account, are not required to be and are not drawn up in accordance with Schedule VI 
of (he Companies Act 1956 The accounts are therefore, drawn up in conformity with Forms ‘A* and ‘B* of the Thud 
Schedule to the Banking Regulation Act, 1949 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the purpose of our audit and have found them to be satisfactory 

b) The transactions which have come to our notice have been, in our opinion, within the powers of the Indian Branch 
of the Bank. 

c) In our opinion, proper books of accounts as required by law have been kept by the Indian Branch so far as appears 
from our examinauon of those books 

d) The Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with by this report arc 
in agreement with the books of account 

e) In our opinion and to the best of our information and according to the explanations given to us, the Balance Sheet and 
Profit and Loss Account, together with the notes thereon, give the information required by the Companies Act, 1956 
in the manner so required for the Banking Companies and give a true and fair view of the state of affairs of the Indian 
Branch of the Bank as at 31st March, 1996 and of its loss for the year ended on that date 


Sd/- 

SHARP & TANNAN 

Chartered Accountants 
By the hand of 

M P Narsang 

Mumbai Partner 

Dated I8lh June, 1996 
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MAT for Companies 

A minimum alternative asset-based tax (MAT), with offset against the 
conventional corporate income tax, will not eliminate corporate tax 
avoidance or evasion, but will cap the advantage from such practices by 
placing a floor on tax payable The MAT floor will also reduce the 
distorting impact of the concessional provisions presently available 
and thus partially restore fiscal neutrality with respect to investment 
decisions Most of all, a MAT will introduce incentives for improved 
efficiency in the utilisation of existing capacities, which is urgently 
needed given the evidence of decline m such efficiency in Indian 
industry in recent years 1941 

Son Preference and Fertility Decisions 

While sex preference with regard to children should be expected to 
influence fertility decisions, especially the choice of a permanent 
contraceptive, not much evidence exists on the extent to which controlled 
fertility behaviour is directly influenced by the desire for sons A 
review of the available data. 1980 

Oil Prices: The Larger Issue 

Raising the prices ol petroleum products, while at the same time opening 
up the sector to the multinationals with few conditions attached, is 
indicative of the government's cavalier attitude to the country’s oil 
resources and the health of the energy sectoi The government's critics, 
including the Left parties, loo have failed to grasp the senousness of the 
situation by merely demanding a revision of the price increases and 
not a review of the petroleum policy as a whole _ 1917 

Disinformation on Kashmir 

While elections in the Kashmir valley 
were held m the massive presence of 
the army and amidst threats from 
renegade militants, across the border 
in so-called Azad Kashmir parties 
refusing to swear allegiance to Pakistan 
were disqualified from contesting the 
elections The media in both countries 
have become an accomplice of the 
respective governments in 
misinforming people _ 1927 

A New Left? 

Much to eveiybody's surprise, economic 
and political problems induced a fresh 
attempt in Kerala n (he mid-1980s 
within the powerful Lett Front to 
introduce elements of a new democratic 
development project m partial 
co-operation with popular movements 
What has been the outcome** 1953 

The Left and the UF 

Participation in bourgeois governments 
has historically been a matter of great 
debate in the international communist 
movement The outcome of the 
eleventh Lok Sabha elections has the 
Indian communists grappling with 
this question for the first tune 
at the central M|ycl 1985 


Protecting Biodiversity 

Sustainable agriculture is not another 
technological hx, but involves the 
nurturing and protection of biodiversity 
which is facing a threat from the new 
trade regime and the dominant 
trends m biotechnology _ 1922 

Minority Power 

Deoras was the first man in the RSS 
leadership to recognise that in a 
situation of widespread indifference, 
the clue to political success and 
growth lay tn the consolidation of 
the conscious Hindu minority 1915 

Anti-Bigamy Bill 

In December last the two houses of 
the Maharashtra legislature hastily 
passed an anti-bigamy bill, the main 
purpose of which appears to be to 
penalise Muslim men rather than 
to protect women of any faith 1919 

Financing Sardar Sarovar 

The Sardar Sarovar project has 
become a financial white elephant 
with costs having escalated steeply 
because of the enormous delays and 
with the authorities' attempt to raise 
market loans at exorbitant 
interest rates 1921 









XETTERS TO EDITOR 


SC Dube 

I HAVE read Krishna Kumar’s letter 
regarding S C Dube in your issue of June 29. 

I was however surprised by the tone and 
content of his critical observations on Andre 
Betcille. This induced me to read over again 
the obituary note on Dube contributed by 
Beleille and published in your issue of 
March 30. It is now clear to me that Krishna 
Kumar* s comments and criticisms of Beteille 
are not only unwarranted but quite vicious. 

Let me quote the hard core of Krishna 
Kumar's observations: "Out of the several 
remarks made in a contemptuous manner 
one which is particularly uncharitable is 
this: 'Dube did not realise his full potential 
as a scholar. This was partly a failure of 
his generation which perhaps overestimated 
the extent to which India needed its services.' 
Another remark which barely hides Beteille’s 
judgment is: in India at least, there is only 
a thin line between sociology and current 
affairs, and Dube seemed less troubled than 
others over crossing it.’ ’’ 

Krishna Kumar's quotation from Beteille’s 
obituary note, that "Dube did not realise his 
full potential as a scholar...", has been actually 
tom out of context. It had been preceded by 
a long paragraph at the outset of Beteille's 
review, which I reproduce below: 

Dube's contributions to his discipline and 
his profession were many-sided. Although 
he published extensively over a period of 
four decades, he was by no means a closet- 
sociologist He lectured widely, and 
maintained an active and continuous 
presence at conferences, seminars, 
workshops and committees through the 
length and breadth of the country... Although 
he had earlier published a book on the tribal 
Kamar, the book that shot him into 
prominence was his study of a village near 
Hyderabad, published in 1955 as Indian 
Village . It was an instant success and it will 
be fair to say that it has been read by more 
people, in India and abroad, than any other 
village monograph.. It \^a$ the first full- 
length monograph on an Indian village, by 
a professional anthropology, and it became 
the forerunner in a long line of monographs 
which were to transform our understanding 
of Indian society and culture. Dube was 
among the select few who had set the pace 
for those ot us who entered the field in the 
jgeceedmg decades. 

Is it Krishna Kumar's contention that 
these were remarks intended to portray Dube 
in a poor light? If they were not, it only 
strengthens my impression that Krishna 
Kumar is either a fanatical hero-worshipper 
of Dube who cannot bear (6 see any criticism 


made of him or, what seems more likely, he 
nurses a personal grievance against Beteille 
which he wishes to settle through heavily- 
loaded comments on his scholarly review of 
Dube's contributions to sociology. 

I am not a sociologist and would not dare 
to make any judgment on disputes of a 
strictly professional nature among 
sociologists. But this is clearly no such 
dispute but a personal attack on Beteille 
using devious methods that social scientists 
in particular should avoid in the interests of 
professional integrity. 

K N Raj 

Thiruvananthapuram 

‘Muzaffamagar’ Again! 

WHETHER it is MuzaffamagarorGhaziabad 
only a few miles away from Delhi, the story 
repeats itself. The Uttarakhand struggle was 
sought to be suppressed by the organised 
rape of women rallyists by police officials. 
This time, women agricultural labourers from 
Pilibhit, Gonda and Hapur districts of eastern 
UP had come to Delhi to participate in 
CPI(ML)’s Adhtkar Rally. But even after 50 
years of independence, they could not come 
with dignity to the capital of their country. 
The upholders of Indian tradition, the ‘chelas’ 
of Balasaheb, boarded the Gonda Express 
and in connivance with the railway police 
stopped the train near Ghaziabad, over a 
canal, forcibly pushed the menfolk into the 
water and for more than two hours physically 
harassed the woman. They tore off the flags 
and banners, molested every single woman 
within the age group of 8 to 80, mocking 
at their audacity to join rallies held by 
‘laljhandis’. The women’s tom blouses were 
attached to the flag poles and as the train 
moved forward, amid raucous laughter and 
jibes, these 'flags of shame' were held out 
for all to see. The RPF and the railway 
officials on the train joined in the fun. The 
injured men went in a group to file a 
complaint. but were turned away. Thedistrict 
magistrate of Ghaziabad, when charged with 
not taking immediate action, feigned surprise 
and expressed his ignorance of the affair. 
Joint delegations of AIPWA and CPl(ML) 
met the home ministry, as the incidents 
were repeated by the same group on 
successive days; but apart from promises, 
no security was arranged nor any enquiry 
made. The result was, on their way back, 
attempts were again made to harass the 
rallyists, but they fought back and somehow 
managed to return home with their women 
and children, perhaps vowing never to 
participate in rallies ever after. 

Krishna Adhikari. in-charge of Pilibhit 


and Gonda, of course had something else 
to say. She is determined to take the issue 
further, organise political campaigns, till 
justice is meted out and the grievances 
redressed. The AIPWA units of UP and 
Delhi held demonstrations immediately after 
the incident and again on April 2 a day-long 
dhama was staged at Jantar Mantar* Our 4 
demand is for a CBI enquiry into the issue. 

In a joint press statement with NR W, PUDR 
and some NGOorganisations havedemanded 
Rs 50,000 compensation and disciplinary 
action against the district magistrate of 
Ghaziabad, along with the railway officials 
and RPF on duty at that time. According to 
Sahiba, secretary of NFIW Delhi unit, it is 
not the first such incident reported on this 
route. Such incidents are a common occur¬ 
rence as RSS-V HP lumpen hordes are strong 
there. Women, individually (as with Bhawari- 
bai) or collectively, have always been haras- 4 
sed whenever they had attempted to see the 
world outside the soot-lined walls of their 
kitchens. In a country where the means of 
production are still largely feudal, the 
ideology too can be no different. The whole 
debate of cultural nationalism draws its life¬ 
blood from the history of the colonial period 
and the consequent semitisation. So political 
opposition finds expression in the looting 
of a woman’s ‘izzat’. For, by harming her 
1 izzat*, the vil lage, the community, the caste* s 
‘izzat* can be trampled upon. 

But times have changed. Wherever pro¬ 
gressive left forces and radical women's 
organisations arc doing some work, the 
notion of 'izzat* has also become an issue, 
a challenge to be taken up, to be fought for. 
When a joint women’s enquiry team had 
gone to the villages of Uttarakhand, they had 
found the people so disturbed that they were 
even reluctant to talk. But the Uttarakhandi 
women have not stopped their struggle till 
date. Nor have they forgotten what 
Mulayam’s police did at Muzaffamagar. 
After a few more 'Muzaffamagars', victory ' 
will be theirs. Likewise Bhawaribai still 
continues to struggle and is determined to 
go to the Supreme Court for justice and* with 
her. women's organisations of all hues have 
taken up the challenge. The centrist orga¬ 
nisations have always tried to distort and I 
disrupt movements, but Bhawaribai *s case \ 
has received such wide publicity that they . 
too would not dare to do any mischief. 
Similarly, AIPWA too will wage a persistent 
struggleagainst the concerned state apparatus 
till these landless women labourers get 
justice. 

Anuradha Ghosh 

New Delhi 
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Adieu lime 


I F there was anything categorical in the verdict ot the Lok 
Sabha poll held three months ago, it was the thundering 
rejection of the Congress Party by the nation's electorate Its 
representation in the Lok Sabha was reduced by almost one* 
half, the percentage of votes garnered by the party fell, for the 
first time since the post*independence experiment with 
parliamentary democracy began in the country, to below 30 
per cent, out of India's 29 states, the Congress performed 
reasonably well in only two, Himachal Pradesh and Orissa, the 
rest of the country witnessed an upsurge ol anger against the 
way the nation's affairs had been conducted by the presiding 
regime over the quinquennium of 1991 to 1996 But all that 
would now seem to be obliterated history The bare space of 
a quarter of a year has sufficed to turn the electoral verdict 
upside down From the way things have turned out, the council 
of ministers assembled in the name of the United Front is, to 
all purposes, a Congress government by proxy The new 
prime minister, the very moment he was sworn in, pledged to 
continue the economic policies pursued by the Narasimha Rao 
regime Rao was hailed by him as “the father of Indian 
economic reforms”, this great father’s blessings, the prime 
minister proudly informed the nation, constituted the principal 
capital stock of the administration he would be in charge of 
The Common Minimum Programme drafted by the so- 
called Steering Committee of the United Front was thus a non 
starter from the very beginning As the weeks passed, this 
Steering Committee has been heard of less and less and the 
finance minister installed by Deve Gowda has, for all practical 
purposes, been enjoying a free run There was a minor hassle 
over the blatant class bias demonstrated by his announcement 
of the package of 'austerity measures' in the first fortnight of 
his tenure Once that episode was duly managed, the new 
finance minister has had no occasion to look back The protest 
against the across-the-board increase in the prices of petroleum 
products could be resisted with firmncss, the token concession 
on diesel pricing the finance minister could live with 
Everything in fact has gone swimmingly well for the votaries 
of the ‘reforms' The counter-guarantees for the Enron and 
Cogentrix power projects have been reaffirmed The unfinished 
agenda of legislative business m support of further drastic 
restructuring of the economy so that foreigners find it more 
investment-worthy is nearly complete, including the enactment 
of the bill on depositories external entities will henceforth be 
enabled not only to buy and sell Indian company stocks >yith 
their movable money, but also to deposit these stocks, in the 
safe custody of foreign banks bestowed with the imprimatur 
of approval of Indian law, the sovereignty over a slice of the 
country's economy will, in consequence, smoothly get 
transferred to alien hands The constituents of the United 
Front, babes in the wood, shall one say, of the first water. 


thought that they had scored a great victory when they 
succeeded in petsuading the finance minister not to adhere to 
the contents of the Economic Survey that had been circulated 
by the Rao regime in February, its presentation of data and 
general approach to macro-economic issues and problems, 
they asserted, go ill with the Common Minimum Programme 
The finance minister has now had the last laugh the substituted 
Ei onomic Survey is a document even more supportive of the 
Fund-Bank prescriptions submission to which was mainly 
responsible for the Congress Party's poll debacle 
The Steering Committee of the Front and its edicts are, in the 
course of a bare two months, a dead letter It could hardly be 
otherwise P V Narasimha Rao’s finance minister was no 
ideologue He was a mere pen-pusher ever ready to do the 
bidding of those who were his current superiors He, as its 
secretary-general, had signed without demur the strident 
invocations of the South Commission Because (he task was 
assigned to him, he carried out faithfully the measures that 
made up the stabilisation and structural adjustment 
piogrammes In contrast, the new finance minister is an 
ideologue A most genuine representative of the nation's 
emerging capitalist class, the ‘icforms’ arc not a species of 
extra-curricular activity for him He is the Great Believer and 
will remain an indefatigable crusader for the cause The 
Common Minimum Programme be hanged, the finance 
minister could therefore not be prevented from making the 
stentorian assertion on the door of parliament that the 
government he belongs to has the greatest respect and 
admiration for the anti-poverty programmes of the Rao 
government which, in his view, have already met with 
rtmarkablc success, he went to the length of quoting from 
somedubious official report whicht (aimed that the population 
living below the line of poverty had already declined to 18 per 
cent in 1992-93 barely one year after the initiation of the 
reforms The finance minister not only approves, but m fact is 
immensely happy with the slide in the external value of the 
lupec since the second week of Octobci it should fall further, 
m his view, so that Indian goods could be internationally 
competitive What a fat lot of good the forced depreciation of 
the rupee's value against the dollar from the level of 17 1 to 
that of 36 1 in the course of five years has done to India's 
balance of trade is not an item on the finance minister s 
agenda, nor is he at all concerned about the prospective further 
rise in domestic costs and prices the purposive sabotage of the 
external value of the national currency is likely to usher in 
economic development is no cocktail party some sections of 
the nation, the finance minister will state it categorically, will 
have to bear the brunt it imposes, whether the sections that arc 
called upon to bear this brunt have the capacity to bear it is not 
this finance minister's concern He would not let the wretched 
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Left waylay the reforms, so help him, the 
World Bank, the International Monetary 
Fund and the US administration 
The finance minister, besides, has excellent 
i ompany The industry minister, the finance 
minister s compatriot lrom Tamil Nadu is 
an equally firm hchcvei in the tree play of 
market forces and the commerce minister is 
very mut h an industrialist himself It is no 
question a formidable triumvirate which 
has not waited foi the budget to rush along 
with further reforms The \ otcign Investment 
Promotion Board, which clears proposals 
of external capital infusion has been 
restructured to include representatives from 
the private sector, it will henceforth have the 
prerogative to clear projects involving out¬ 
lays of Rs 600 crorc against Rs TOO crore 
previously the terms of commercial 
borrowing overseas have been fuither 
liberalised lot private secloi entities non 
banking financial companies can now join 
the game Other reforms have been rushed 
through some more of the industries till now 
reserved for the public secloi are being opened 
up for private exploits in contravention of 
past pledges foreign investment is to be 
allowed in the small scale sector The 
definition itself of the small sector is proposed 
to be tinkered with so as to allow bige orporale 
units to entci some hitheito protected areas 
Two other revolutions by notification have 
been satisfactorily concluded (a) the list of 
industries whcie automatic approval is 
accorded to foreign equity up to 5 J per cent 
has becnenlaigcd, and (b) m some instances, 
the ceiling lor automatic approval has been 
raised lrom 51 per cent to 74 pet cent 
Consider all this with the imminent invasion 
of the telecommunications sector by pnvatc 
foreign capital and neo imperialism could 
not have disc oveicd a more congenial setting 
than the posl 1996 genetal-elections India 
when the Congress Party going b> the book, 
is supposed to be an exhausted force 
Hie Congress lost the elections on account 
of the reforms butnomattei the reforms are 
sate and invigorated because of the 
determination and commitment on the part 
of the new prune minister and the new finance 
minister That the Dcve Gowda go vi i nment 
is all the way Congress lule by prox\ is 
confirmed b> the discomfiture being 
exponentetf cvu> day by the minister of 
home affairs who happens to he the general 
seuetaiy of the Communist Party of India 
He will not have the freedom to otlci 
comments which would be even remotely 
derogatory of P V Narasimha Rao not will 
he be allowed to place on it cord some 
essential home truths in regaid to Kashnm 
The media outrageously pro establishment 
have already decided to pick him as their 
target he belongs lo the Left he dares to run 
down Narasimha Rao he will not slur over 
the Congiess Part) s misdoings in Kashmir 
such a person docs not fit into this 
government, he certain!> did not deserve to 
be consulted despue hts being the home 
minister when the Congiess Put) president 
insisted that a panic ulartndividual notonous 
for tnanv questionable deals and exploits, be 


installed as the governor of Uttar Piradesh 
Alf these apart, consider the other afflict¬ 
ions the heterogeneity calling itself the United 
Front is suffering from The Janata Dal has 
45 members in the Lok Sahha, each of whom 
aspires to be a minister Many of them are 
also open admirers of the economic reforms, 
if only because the liberal epoch has greatly 
accelerated the process of making a fast 
buck The Samajwadi Party once it has taken 
care of its caste interests is not too greatly 
concerned with the long term implications of 
allowing private, including foreign, capital 
to extend its reach to the innards of the 
national economy The backwoodsmen of 
both parties can be kept quiet by some extra 
budgetary provision for the social sectors and 
how icsources for this extra provision arc 
raised docs not seem to bother the leadership 
of the caste aligned parties They obviously 
know the secret of how to be Hush with funds 
whatever the contingencies 
T here is besides the compulsion of Uttar 
Pradesh A gtand alliance among the 
Samajwadi Party, the Janata Dal the Bahujan 
Samaj Party and the C ongress might have 
been inconceivable some months ago, but no 
longer There will be increasingly vocal 
references to objective reality the threat of 
the Bhai atiya Janata Party looms larger with 
every day and in ordci to thwart it in the 
forthcoming state assembly poll it may be 
essential to forsake the doctrine of 
untouchahihly and diaw the Congiess in 
The pretence of the 1 eft has thus icccived 
short shrift The United Front regime from 
the vciy first day, was not a non BJP non 
Congo ss government It was pure and simple 
a non BIP government with very little of 
‘non Congress'attributes attaching to it The 
CPI from inside the government and the 
CPI(M) from outside continue to assert that, 
in the context of the various predicaments it 
is facing flic Congress has few options but to 
safegu ird the United l ront administration 
The rest ol the United Piont remain 
unimpressed iheirdcfcrenccforthcC ongress 
increases day by day Politicians are in the 
aren x to capture power and enjoy the fruits 
which such capture of power endows 
Alienating Congress MPs the non Left 
constituents ol the Ftont tie by and large 
agi ecd i ould imperil their survi val in power 
They art not prepared to teturn to the 
wilderness Bygones aie bygones tliev are 
psychologically well pit p wed to enter into a 
formal coalition with the C ongress and share 
power - and ministerial buths - with it 
The picdicament the CPI specifically is 
facing is of its own cieation and it has to 
icsolvt it on its own The Left in general 
cannot however afford to wait for long to 
reach an overall judgment on the situation as 
it has emerged and to dec ide its subsequent 
course of action It should candidly admit its 
tailuic to contain both the BJP and the 
Congress The danger of the country being 
taken ovir by the dark foices of reaction 
and bigoti y has for the present been averted 
But a i ost has had to be paid the people’s 
mandate in the Lok Sabha elections was 
unequivocally against the Congress and its 


seedy doings That mandate has gone the 
way of all flesh the Congtess, whether 
formally inside or outside, xs very much in 
the driving seat, u has snatched victory from 
the jaws of disaster 

Some elements within the Left continue to 
nurtuic the illusion that if only Jyoti Basu 
had been installed as prime minister the 
course of events would have been different 
It would not have been so tor the country's 
current ohjecti ve icality has a foreign mould, 
an eighty three year old peisonage could 4 
havi done little to rc-shape this mould, 
comings and goings at the level of the 
superstructure arc no substitute tor essential 
mass mobilisation 

So the Left parties have to accept defeat 
mthis phase Their continuation in the 
United Front is in the circumstances an 
anomaly, both confusing its following and 
unnecessarily delaying the processes of a 
quasi comprador arrangement The venue of 
the class war if that is it, has to shift away 
from New Delhi’s gaseous parlours lo the 
country ’ s gigantic concourse traversing town 
and country The departures from the Left „ 
could coincide with the Congress Party’s 
formal entry into the United Front That, 
however, is a mue matter of detail What is 
important is recognition of the imperative 
that just as the Left has to remorselessly 
battle the RIP it has also to realise tor dear 
life its basic incompatibility with a sleaze- 
ridden C ongress which in all respects has 
distingu i shed itself as the enemy of the people 
Even a tenuous nexus with a regime which 
leans on (he C ongicss and pursues to the hill 
the policies evolved by it will be a gross 
betrayal of the cause ol the class forces 
lending sustenance to the Lelt 

It should be futile for an activist of the I-ef t « 
to while away time on an irony of history that 
a party rejee ted by the people a parly inf esied 
by crooks and criminals a party whose 
highest leadership now icads like a long list 
of history sheeiers should still retain the 
centre stage of the nation s polity The Lett 
will bit by bit learn to accept the truth that 
it indeed does not belong to the mainstream 
Con uption is the only cementing force which 
sustains the nation’s supersti uctural integnty, 
the hawala wave drowns politicians of all 
shades The Left is an exception, that, for the 
present is its undoing 

HOME MINISTRY 

Minimum Tasks 

EVEN though one does not expect the CPI 
home minister Indrajit Gupta lo bnng about % 
any basic c hange in the policies of his ministry 
- given the pulls and pressures within and 
outside the ruling United Front - he can at 
least take some immediate measures that can 
stem the tide of communal violence, tackle 
firmly the upper caste landlord atrocities on 
dalils and put an end to the continuing 
brutalities of the security forces in Kashmir 
and the north-east 

Yet til 1 now the new home minister has not 
shown any inclination to intervene directly 
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in punishing those guilty Of destroying the 
Baton masjtd in 1992, apart from referring 
the dispute to the Supreme Court under 
Article 138{2) The judicial process at the 
apex is likely to be as procrastinated as the 
progress of the cases already initiated m 
connection with the 1992 Ayodhya events - 
the CBX chargesheets against some of the 
offenders, the Supreme Court notice issued 
to the then UP duet minister Kalyan Singh, 
the UPpohce’s investigation into the noting, 
and the Justice Liberhan Commission ot 
Inquiry investigating into the circumstances 
ot the demolition of the mosque Instead ot 
accelerating the pace ot these cases, by 
kicking the ball into the court ot the Supreme 
Court, the home ministry seems to be 
following the same pattern of inaction and 
delay that one obsci ved in the pursuit of the 
1984 Sikh massacre cases by successive 
governments at the centre 

Prime minister Devt Gowda told parlia¬ 
ment during the debate on the fuel pi ice hike 
that his partners tn the government should 
woik jointly to keep fascist and communal 
forces out Indrajit Gupta taking the cue 
from that can start by cleaning his own 
departments ot c ommunal fon.es 1 he various 
para-military forces undet his ministry 
parliculaily the CRPf and the BSF during 
then operations in different areas, have 
acquired the notoriety of being the worst 
communally biased armed gioups l he BJP 
and (he Sangh panvar had managed to 
mfiltiaic these central security fortes *uh 
their own followers as evident from the 
numerous instances ot either deliberate 
negligence ot duties or direct collusion with 
i inters during communal nots by members 
ot these forces 1 he least that tto* new home 
ministei can do is to take firm action against 
the offenders and pui ge the security forces of 
communal elements 

11 Gupta is teally serious about cleansing 
his ministry he will surely have to woik 
against heavy odds Starling from India s 
tirst home minister SardarPatcl ihemmistry 
has always been soft towards the RSS and the 
Hindu communal tore rx I he ban on the RSS 
after the assassination of Gandhi in 1948 was 
lifted the next year following negotiations 
between Patel and the then RSS chicl 
Golwalkar Since then the home mimstiy 
had remained oriented towards a policy of 
plac ating the parties of Hindu communalism 
which found its worst manifestation in the 
centie’s connivance with the Sangh parivai 
in the demolition ot the Babri masjid and the 
riots that followed Can Indrajit Gupta rc\ erse 
this and initiate a policy of even-handedness 
in dealing with enmes of a communal nature ’ 

As for Kashmir, it is quite obvious from 
Indrajit Gupta s frequent outbursts that he is 
neither happy with the way the elections 
were held there recently nor with the function¬ 
ing of the governor there But by speaking 
the truth, he has tiod on the toes of not only 
the BJP and the Congress, but also his partners 
in the United Front many among whom want 
to persist with the otdCongress government's 
policy ol foisting the polls on the Kashmiris 


whether they went them ornot Gupta should 
have the courage to follow up the sentiments 
which he has expressed by initiating a dia 
logue with the various militant groups and 
other political parties release the thousands 
of innocent people still behind bars and 
withdraw the notonous security forces to the 
barracks, before talking of elections 
Gupta*s acerbic remarks on Narasimha 
Rao and the Congress Party and on the 
unsavoury aspects ol the paihamentary 
elections in the Kashmu valley - however 
justified they might be - are no substitutes 
for some concrete steps that could set apart 
this veteran CPI teadci from the usual run of 
politicians who have held the home portfolio 
m the past 

THE ECONOMY 

On with Congress Agenda 

II the Lett parties aic disappointed that 
finance minister PC hid unbaram sso called 
Update ot the Congress government s luo 
no mu $ur\< y has presented an even more 
euphouc picture ot the bossings of economic 
reforms they need blame only themselves 
The argument tnat the finance minister has 
ignored the United Iront Common Mini 
mum Ptogramme is hardly convincing tor 
on economic issue m general and on the 
economic tcloi ms m pai ocular the CMP had 
chosen to strike an altoednerdocile posture 
So much so the C MP is now coming m very 
handy tor prime minister Deve Gowda and 
ins linance nuntsu i to legitimise their objet 
tiveol advancing the ( cmgress government s 
economic agenda Chid i nbaram’s ‘Update 
is thus lorthught in asserting that ‘the eco 
nomte reforms of the pist five years have 
brought about a strong r u overy inthe growth 
of production and employment, restored the 
health of our extern il sidor and ushered in 
tar reaching changes m igritullure indus¬ 
try the financial sector capilal markets and 
the tax structure 

The claim that moic Kcent data show the 
pulormancc ot the economy to have been 
more buoy ml than depicted in the ongmal 
Ltonomu Sumy is however, questionable 
It rests on the CSO s 1 Ivancc’ estimate ot 
growth of national income in 1995 96 of 7 
per c ent compared to the f < onrunu Sune y s 
figure ot 6 2 per cent Data for dilfercnt 
sectors of the economy Jo not support the 
CSO s optimism I'm quickening ol the 
growth ol mdustinl pi iduction has been 
nominal from 12 per ent during April 
September 1995 96 to 12 4 per cent during 
April February, but all the same the estimate 
cf grow th of GDP origin itmg in industry has 
been raised from 9 I pt r c jnt to 11 7 per cent 
The estimate of likely g owth of GDP from 
agriculture md allied ac i vines is even moic 
lane itul Against a mm 0 9 percent growth 
in the index of agricultural production in 
1995 96 GDP growth in this sector has been 
placed at 2 4 per cent when in 1994-95 a 5 
per cent nse m the index of agricultural 
production had yielded a 4 9 per cent rise in 


GDP from agriculture and for 199&-94 the 
corresponding figures were 3 5 percent and 

3 f per tent In fact the growth ot GDP 
originating in agriculture and allied activities 
has generally been lower than the rise in the 
index of agricultural production Considering 
the likely growth of industrial and agricultural 
production, a moic realistic estimate of GDP 
growth m 1995-96 would be 6 4 to 6 5 per 
cent 

It is also relevant that over the period of the 
economic reforms as a whole agriculture 
has made a significant contribution to GDP 
growth Growth of ciop produt tion avri aged 

4 per cent per annum between 1992 93 and 
1994 95 despite the acknowledged slowing 
down of investment tn agriculture The 
claim of high industrial growth sustaining 
high GDP growth despite a slackening of 
agucultural growth may be statistically true 
of 1995 96 but the positive effects of strong 
backward and forward linkages of eight 
years ol good agric ultuial seasons < an hardly 
be lost sight of What may be said is that tor 
some ycais the stabilisation and s’ructuial 
adiustnicnt programmes actually camc m the 
wav of the economy benefiting fully from 
the high agricultural growth 

l he Update document does not also face 
up to the question whether the growth of 
industry and sersiccs achieved in 1994-95 
and 1995 96 which w is to a considerable 
extent supported by the external injection of 
liquidity and repression ol administered 
prices and costs (of petroleum products 
coal etc) can be sustained The portents are 
far from hopeful Invcstiblc funds available 
to industry have shrunk and interest costs 
have gone up sharply Implementation ol 
many majoi projects has been delayed as a 
result Infrastructural constraints too are fast 
tatchingup Asthe Update acknowledges 
giowth of power generation and production 
of saleable steel and ciude oil slowed down 
markedly in 1995 96 after two years ol 
impressive nse Ihc growth of exports ol 
manufactured goods too has decelerated 

The ihsencc o! buoy my ol domestic 
saving and invc simtnt is a major obstacle lo 
sustaining the growth piot css but gets scant 
attention in the 1 fpdalt I here are serious 
cstimational doubts about the suspicious rise 
in saving and capital formation claimed loi 
1994 95 As tor 1995 96 indications arc 
that the saving tale would be found to have 
declined and the investment rate lo have 
stayed pul The cs idi nee assembled in the 8 
Update of a shaip nse in capital goods 
pioduction and imports and growth ot cement 
output need not necessarily mean that the * 
overall rate of investment was higher The 
rise in capital goods output in 1995 96 
while high at about 20 pci cent was 
nevertheless lower than the 25 per cent rise 
in 1994 95 Looking at the o\era 11 financing 
side the rate of domestic capital formation is 
like ly lo have stagnated at about 24 per cent 
in 1995 96,despitc a higher capital inflow ol 
1 7 percent of GDP The Update idvanccs 
the claim that the late of pttvale saving in 
India is comparable to that in the east Asian 


i 


Economic and Political Weekly July 20,1996 


I 900 



economies and that it is our record of public 
gectorsavingwhichhasbecnpoor However, 
u is equally a fact that any attempt to raise 
public sector saving by reducing the revenue 
deficits of the central and state governments 
and improving the financial performance of 
public enterprises is likely to lead to a 
reduction in the savings of households which 
enjoy substantial subsidies and various forms 
ot transfer payments from the public 
exchequer An immediate example is that ot 
the large subsidies available on petroleum 
products till the recent increase in their prices 
The accretion to the oil pool account 
tollowing the price inci ease will go to reduce 
dissaving by the public administration (which 
has crossed i per cent ol GDP) but at the 
same time saving by the household sector is 
likely to be adversely affected 

The Update document predictably cites 
the case of China to assert that much largei 
amounts of foreign investment can be 
effectively harnessed lor economic deve¬ 
lopment without “compromising sovereignty 
and national interest , ignoring the serious 
doubts about the relevance of the Chinese 
experience to India in view ot the pecul lantics 
of foreign direct investment in China, both as 
regards its sources and us application The 
obvious constraints in the Indian case arising 
from the limited absorptive capacity of the 
economy because of the limitations ol the 
physical infrastructure and the insufficient) 
ot domestic financial saving teccivc short 
shrift 

The ‘Update’ document s biases are most 
clearly brought out howevc'i in the 
discussion ot poverty and unemployment 
While there are icfcicnces to the need for 
broad-based and labour intensive growth 
the focus is on high giowth to achieve which 
*we need to promote high levels ot domestic 
savings, encourage their allocation to the 
most produc ti ve uses through wcl 1 developed 
1 manual and capital markets ensure that our 
ioreign trade policy promotes rapid growth 
ol labour-intensive activities and exports m 
all sectors (manufacturing agriculture and 
services), reduce monopolistic elements in 
all markets and provide efficient 
infrastructure and other supporting services 
to all economic units, especially small scale 
manufacturers and small holder cultivations 
On the existing special progiammcs ot 
employment generation and poverty 
alleviation, while the need tot strengthening 
and revamping them to increase their 
effectiveness and reduce waste and leakages 
is acknowledged it is emphasised once again 
that ‘strong government support, financial 
and administrative tor these piogrammcs is 
substantially dependent on maintaining rapid 
and sustamedeconomic growth, which alone 
can yield the fiscal resources necessary foi 
social and anti poverty programmes* But 
why blame the government and the finance 
minister’ Had not the UF’s Common 
Minimum Programme, in the drafting of 
which the Left parties had an equal role, 
endorsed the gospel ot high growth as the 
way to poverty alleviation and affirmed that 


‘"there is no substitute for growth. It is 
growth which creates jobs and generates* 
incomes” 7 

SRI LANKA 

Double Setback 

THE raid by the LTTE on the Mullaittivu 
army base this week has proved what 
everyone had suspected - that the Tigers 
may be on the run but are far from routed 
The raid was an indication of several things 
Firstly, that the LTTE is nowhere near 
being reduced to a quiescent force ready to 
parley Secondly, whatever firepower it 
may have lost m the past tew months has 
obviously not affected its military capability 
to defend its strongholds - Mullaittivu 
especially is close to its training camps and 
‘Base Four which is reported to be its 
command centre and the hideout ot V 
Prabhakaran The attack reports say, was 
well planned with simultaneous attacks in 
caster n Bauicaloa andTri nc omalee districts 
Thirdly the Sri Lankan army whatever its 
successes earlier, is hardly as well organised 
as the Tigers seem to be - the attack on the 
camp apparently left the soldiers disoriented 
and they retreated in panic into the jungles 
when* fierce fighting continued As ot now 
the Sri Lankan army is mounting a counter 
attack using the navy and the air force 
According to LTTE press releases, more 
than I 000 troops have perished in 
the battle which many newspapers have 
termed the fiercest since the separatist 
moveme nt began But even if the Sn Lankan 
forces are able to recapture the camp the 
LFU has clearly established once again 
that militarily it would be more or less 
impossible to quell the movement This in 
turn may well mean that it can recapture 
lost support in the Tamil areas and thus 
slow down the other processes initiated by 


the GtondrHut government in the hepe qf 
resolving the Tamil issue 
The government’s proposed devolution 
package referred to the parliamentary select 
committee has been more or less shot down 
by the opposition United National Party 
(UNP) The committee has now placed before 
parliament what is termed a ‘compromise 
draft' which more or less denies any 
autonomous role tor the regional councils 
The Tamil parties have expressed their 
unhappiness over the new formulation All 
this means that moves to normalise the 
situation in the northern and eastern regions, 
a process which would go a long way towards 
weaning the Tamils away from the LTTE, 
have been stalled In other ways too, the 
Chandnka government, which at one time 
appeared to have all the right answers to the 
Tamil question, is now tumbling with 
initiatives which appear to show little 
empathy with the Tamils nor an under¬ 
standing ot the issues involved The most 
visible ot these is the proposal to train a 
10 000 strong volunteer force of youth from 
the south who would go to the Jaffna 
peninsula to aid in the rehabilitation and 
reconstruction effort The youth are to be 
trained in self-defence techniques and tn 
pi electing civilians' Clearly, this is an 
attempt to create a support group for the Sn 
Lankan army in these areas, especially since 
recruitment drives have failed Tamil groups 
have pointed out that this will only alienate 
the Tamils in Jaffna further and “drive them 
back to the L n F because it will be seen as 
an attempt to police the area Meanwhile, the 
reported advice given to the Sn Lankan 
government by the US not to attempt to look 
for a political solution to the Tamil problem 
has caused much agonising among rami I 
parties The US advice and the strengthening 
of military tics between the two countries do 
not portend well for the country nor for the 
subcontinent lor that matter 
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WENT STATISTICS 
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CSO t advance eitimatei 
appear an overestimate C 
at 4 2 per cent btitthedifle 


» of tiDP suggest a growth of 6 6 percent in real terms in 19% 97 on top of the robust 7 per Lem growth in 1991 96 though the latter does 

_ expansion inM of Rs 87 112 crore (or 16 1 per cent) in the past one year has been phenomenal The WPI based annual inflation rate hat stood 

at 4 2 per cent but the different consumer price indices show a rise of near 10 per cent In iht first two months of 1996-97 the foreign trade deficit has shot up due to the surge 
in POL imports by 46 per cent Total imports grew by 214 per cent white export growth decelerated to 14 4 per cent Equity prices have exhibited sharp fluctuations hut the 
stock exchanges daily turnover has shown stifl wider fluctuations and has shot up to dizzy heights with the BSE turnover in June !9%(Rs 12041 trorOnstngby 180pm 


stock exchanges daily turnover has shown still wider fluctuations and has shot up to dizzy heights with the BS 
over June 1991 (Rs 4 280 crore) HI inflows in the first quarter of 19% 97 exceeded SI bn 


Onstngby 180 percent 


Macroeconomic Indicators 


Index Number! or Wholesale 
Prices (1981-82 x 100) 


All Commodities 
Primary Articles 
Food Articles 
Non Food Articles 
Fuel Power Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April I June 29 1996) 


Cost of Living Indices 


Weights June 29 
1996 


Variation (Pei Cent) Point t o Point _ 

Over 12 Months Fiscal Year So Far 1991 96 1994 91 1991 94 1992 91 
Latest Previous 1996 97 1991 96 
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_ Vanation (Percent) Point to Point _ 

Over 12 Months Fiscal Year So Far 1991 96 1994 91 1993 94 1992 91* 
Latest Previous 1996-97 1991 96 


Industrial Workers (1982= 100) 128 O' 1 2 91 101 

Urban Non Man Emp (1984 81x100)* 261 0* 0 4 9 7 9 7 

Agn Lab (July 60 to June 61 -100) ® 14116* 11 8 2 12 1 

Derived based on linking factor between old and new series (1986 87x100) 
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1 0 

9 3 

101 

28 

24 

89 

97 

99 

6 1 

261 0* 

04 

9 7 

97 

70 
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99 

8 1 

68 

14116* 

1 1 

82 

12 1 

87 

11 1 

74 

10 6 

116 

0 7 


* For 1991 


June 21 

Money and Banking (Rs crore)* 1996 Over Month 


Money Supply (M,) 621219 4890 (0 8) 

Currency with Publu 126801 -1617 (-11) 

Deposits with Banks 489411 1015 (I 0) 

Net Bank Credit to Govt 274691 4841 (1 8) 

Bank Credit to Comml Sector 118191 1180 (-0 3) 

Net Foreign Exchange Assets P142 1461 (I 9) 

Reserve Money 191019 520 (01) 

Net RBI Credit to Centre 114117 1842(14) 

Ad hoc 1 rcasury Bills 46810 1471 

Scheduled Commercial Banks 
Deposits 419196 4047 (0 9) 7011 (I 6; 

Advances 249221 -2421 (-1 0) -2871 ( II) 

Non Food Advances 217204 -2489 (-10) -1101 ( 2 I) 

Investments 167901 2111(14) 1762(21) 

* Based on March II figures after closure of government accounts except for 
March 29 1996 


Index Numbers of Industrial Weights February Fiscal Yeat 
Production (1980 81x100) 1996 1991 96 


Fiscal Ye 
1996 97 


22721 0 8) 
8148 (7 2) 
10642(2 2) 
12021 (4 6) 
-48 (00) 
1912(26) 
-1116( 07) 
11168(11 I) 
17401 


Ear.Safdr_ 

1991 96 


1281(1 0) 
9821(9 7) 
-8104 (-19) 
11534(5 2) 
1198(1 2) 
-1095 (-4 I) 
9060(5 4) 
12999(11 1) 
9660 


1991 96 


78617(17 4) 
18806(229) 
189S6 (160) 
16325(7 9) 
44991 (18 4) 
21298 (44 1) 
10608(22 1) 
2110(2 2 ) 
1710 


71307(19 1) 
14170 (209) 
17925(18 7) 
28851(16 1) 
17161 (7 5) 
27674(110 9) 
27892 (21 2) 
260 (0 1) 
6100 


-10711 (-2 8) 41486(11 8) 11610(16 1) 52144(186) 

-2872 ( 14) 40140(19 2) 40618(218) 11166(71) 

-6069 (-1 0) 41024 (21 6) 17797 (21 4) 8871 (5 8) 

2611(17) 14887(10 0) 14172(10 5 ) 28641(26 9) 

1991 96 (full year) and 1996 97 where the banking data relate to 


_Aycragff for FulLFisid Yeah_ 

>4 91 1991 94 1992 91 1991 92 1990 91 1989 90 


General Index 1000 102 1 2798(124) 2490(91) 212 9(9 0) 211 1(16) 2189(2 1) 2119(06) 2126(82) 1964(86) 

Mining and Quarrying 111 298 7 219 1(7 4) 241 4(7 6 247 8(7 I) 211 2(1 4) 221 7(0 6) 222 1(4 1) 221 2(6 1) 211 6(7 9) 

Manufacturing 77 1 2981 274 2(119) 240 8(9 9) 244 6(9 4) 2221(11) 210 7(2 2)206 2(-0 8) 207 8(8 9) 190 7(8 6) 

Electricity 114 114 6 117 7(81) 1117(87) 1146(85) 2900(74) 2699(10) 2170(81) 216 8(7 8)219 7(109> 


Real GDP by Sectors (Rs crore) 

(at 1980 81 prices) 1996 97# 199196# 1994 )1 1991 94 1992 91 1991 92 1990 91 1989 90 


GDP at factor cost 286307(66) 268581(70) 211010(6 1) 236064(10) 224887(1 1) 211981(08) 212211(14) 201451(69) 

Agriculture and allied activities 71417(2 4) 71688(4 9) 70211(11) 68017(6 1) 64118( 21) 61611(18) 63263(17) 

Industry* 82549(11 7) 73902(8 1) 68211(4 2) 61472(4 1) 62867(-1 1) 61700(7 2) 19398(101) 

Services 110659(7 0) 101420(6 0) 97182(6 8) 91198(11) 86998(4 9) 82900(12) 78792(8 9) 

* Industry includes mining and quanying manufacturing, electricity gas and water supply and construction # Advance Estimates (AE) 

S Revised AE absolute figures are derived 


Foreign Trade May Cumulative for Fiscal Year So Far 


Exports Rs crore 9475 

US S mn 2705 

Imports Rs crore 11546 

USSmn 3101 

Non-POL US $ mn 2541 

Balance of Trade Rs crore-2070 
USSmn -596 


Foreign Exchange Reserves 
(excluding gold) 


Rs crore 
USSmn 


19080(26 1) 
5110(14 4) 
21751 <3€ 0) 
6282(23 4) 
4751(17 2) 
-2671 
-772 


1995-96 1991-96 

15128(27 1) 106461(29 3) 
4811(27 0) 11811 (21 4) 

11994(31 1) 121(47(37 1) 
5091 (31 1) 36170(28 7) 


1982 (35 4) 
-866 
* -204 


29214(296) 

-15182 

-4139 


82110(18 4) 
26121(181) 
88701 (21 8) 
28211(21 7) 
22118(29 I) 
-6175 
-2018 


69547(10 4) 
22171(204) 
72806(117) 
23212(6 8) 
17456(106) 
-1259 
-1039 


July 05, 

Inly 07 

Mar 29 


19% 

1995 

19% 

Month 

Ago 

62360 

62329 

60051 

2140 

17754 

19895 

17128 

607 


Vanation Over 
fear So Far ifo 
f 1991 96 


1992 91 1991 92 

11688(219j|-«i404f Hllf 
18137(18) 17866 ( 1 1) 
63175(12 4) 47B1UI0 8) 
21882(127)19411 ( 19 4) 
15782 (12 1) 14U4 7 f 22 2) 
96h7 3809 

0*1 1141 


194 9 r TW>3 94 1992 9* 


2309 -1699 -5977 18402 27430 1)81 

-1688 5640 8724 711 
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Capital Market 












Share Price Index 

July 19, 

Month 

Year 

1996-97 So Far 

1995 96 



—."i 


1996 

Ago 

Ago 

Trough 

Peak 

Trough 

Peak 

1995 96 

1994 95 

1991-94 

1992-93 

BSE sensitive index (1978 793(00) 

1763 

1980 

1402 

3367 

4069 

2826 

1584 

1167 

3261 

1779 

2282 


(106) 


H7 3) 





(11) 

(-117) 

(657) 

(-46 8) 

National index (1983-84=100) 

1710 

1809 

1572 

1549 

1815 

1104 

1691 

1549 

1606 

1830 

1021 


(8 8) 


(-19 3) 





(-3 5) 

(-12 2) 

(79 2) 

(-48 1) 

BSE 200(1989 90= 100) 

184 

405 

161 

145 

411 

289 

185 

145 

368 

450 

214 


(6 4) 


(-26 0) 





( 61) 

(-18 21 

(92 3) 

(600) 

BSE Dollex (1989 90 - 100) 

178 

192 

191 

169 

196 

114 

204 

169 

195 

219 

125 


( 69) 


(-26 0) 





(-111) 

(-184) 

(912) 

(-66 8) 

P/E Ratio (Month Average) 


Month 


_ a 

barter Endin 

g_ 


End of Fiscal Year 



June 96 

Ago 

June 95 

Dec 95 

Sep 95 

Dec 94 

Mar 96 

Mar 95 

Mar 94 

MarJ>1 

Mai 92 " 


BSE sensitive index 

196 

National index 

20 3 


1 

18 

9 

21 



BSE Turnover (Rs crore) 

J 


Specified shares 
Non specified shares 
Total 

Average daily turnover 
No of working days 


ApnlJun e 
1996 97 1995 96 


Fyll Fiscal Year _ 

199} 94 1992 91 199192 


1990 91 



Market Capitalisation 

June 96 

Month 

June 95 


Quarter I ndine 


Mai 96 

End of Fisu 1 Year 

(Last working day) 

Ago 

Dec °5 Sep 95 

Dec 94 

Sept 94 

Mar 95 

Mar 94 Mir 91 

BSE listed companies 

530815 

518640 

462218 

644678 

510819 

400000 

416966 

526476 

415481 

144462 189405 


(14 8) 


(16 1) 

(612) 

(271) 

(31 I) 

(4 8) 

(20 9) 

(264) 

(819) (-18 1) 

100 National index-baaed 

165041 

160462 

116805 

132581 

146452 

160019 

169646 

144852 

141261 

146176 71075 

scrips 

(29) 


H3 7) 

(-17 1) 

(-117) 

(-5 7) 

(7 0) 

(2 5> 

( 3 5) 

(1000) ( 14 8) 

Capital lames 


April June 



Full Fiscal Year 



Quarter Ending 


1996 97 1995 96 1995 96 1994 95 

1991 94 

1992 91 199192 

Sl pi 94 

June 94 Mar 94 

Capital issues cleared/approved by SEBI 









Amount (Rs crore) 


- 

- 


- 

19810 

21221 

19402 

1821 

I20S 803 

Number of issues 


- 




1217 

mi 

126} 

100 

101 115 

Capital issues launched 











Amount (Rs crore) 

2466 

17440 

27261 

21275 

19825 

5757 

1748 

980 mi 

Number of issues 


185 

- 

1429 

1666 

1112 

1017 

517 

148 

97 138 

- denotes not available 

* Denved from different sources 







Investment by Foreign Institutional Investors (Fils) in Secondary and Primary Markets (for each month) 

Month No of Regd His 

Gross Purchases 


Gross Sales 

Net Investment 

Cumulative Net 

(Cumulative) 

Rs Cr 

US $ mn 

Rs Cr 

US $ inn 

Rs Ci 

US $ mn 

Investment 











US $ mn 

Prior to Jan 1994 


2569 9 

829 0 







777 8* 

January 1994 

116 

1288 6 

4157 


540 

174 

1234 6 


198 1 

1176 1 

March 

158 

762 4 

245 9 


203 5 

65 6 

558 9 


1801 

1601 8 

June 

199 

1029 1 

1120 


274 2 

88 5 

754 9 


2415 

2348 0 

September 

229 

647 4 

208 8 


201 8 

65 1 

445 6 


1417 

2717 3 

December 

281 

1617 

1159 


116 2 

1008 

47 5 


151 

1027 9 

January 1995 

286 

465 0 

148 2 


325 0 

1016 

140 0 


44 8 

3099 7 

March 

108 

394 8 

1158 


2215 

58 2 

171 1 


55 2 

1208 4 

June 

121 

582 8 

188 1 


2265 

71 1 

156 3 


1150 

3448 S 

Septembei 

121 

7144 

215 1 


108 1 

92 8 

406 0 


131 0 

1976 5 

December 

317 

6468 

186 1 


2261 

65 1 

4206 


121 0 

41840 

January 1996 

350 

1186 4 

112 0 


189 0 

52 9 

997 4 


279 1 

44624 

February 

361 

18246 

510 5 


270 0 

75 5 

1554 6 


415 0 

4897 4 

March 

367 

1295 6 

177 1 


2'9 2 

69 7 

10664 


1122 

5197 2 

Apnl 

175 








423 0 

5620 2 

May 

180 








275 0 

5895 2 

June 

181 

1558 8 

455 2 


138 2 

98 8 

1220 7 


156 5 

62912 

I * RBI Sources quote this figure at $ 829 million 









19 Inclusive of late reporting which is not incorporated in the monthly flows 






[ Source SEBI 
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COMPANIES 


EPW Rawrdi Foundation 


TISCO 

Modernisation Programme 

TATA IRON AND STEEL COMPANY 
(TISCO) closed (he financial year ended 
Match 1996 with a sales turnover of Rs 
5,262 crore, up by 26 percent from Rs4,187 
crore recorded in the previous year Total 
income was up by 25 per cent Interest costs 
moved up by 10 per cent Provision for 
depreciation rose by 20 per cent In the face 
of a zero tax provision the company closed 
the year with a net profit of Rs 566 crore, 
upby 101 percent from Rs 281 crore recorded 
in the previous year Dividend payment has 
been hiked up from 35 pet tent to 45 per 
cent in the previous year 

TISCO produced 3 million tonnes (mt) of 
crude steel against 2 8 ml in the previous 
yeai Energy consumption at 8 7 giga calory 
(G cal) per tonne of crude steel was at its 
lowest compared to 8 9 G cal in the previous 
year Petro fuel consumption declined to 13 
kg per tonne dunng the year compared to 
30 kg in the earlier year The cement division 
' which had pulled down protits in 1994 95 
operated at lull capacity during the year 
under review to produce over a million tonnes 

TISCO s offshore trading recorded a 
turnover of Rs 150 crore up by 18 6 per went 
from the previous year The company s 
exports in 1995 96 went up to Rs 672 crore 
up by 25 per cent from Rs 538 crore in the 
previous year 

With the aim of pruning its workforce the 
company has been implementing a voluntary 
retirement scheme (VRS) for which Rs 25 
crorc arc to be spent over the next three 
years 1 he company is also expected to incur 
a liability ol Rs 20 crore in terms of the 
revised wage pact 

TISCO is setting up a 10 mt integrated 
steel plant the laigest in India at Gopalpur 
in Orissa for which it has signed an MOU 
with the Onssa government The project 
cost of Rs 20 000 crore is expected to be 
met through institutional tinarn c and equity 
shared between Tatas a foreign partner and 
the state government A ichabi I nation 
package of Rs 170 crore has been prepared 
by the company along with the government 
of Orissa for people in 10 villages who witl 
be displaced because of (he project 

The company has embarked on a Rs 4 000 
crore modernisation programme This 
includes Rs 2,300crore spent for the doubling 
of the company's flat product complex 
doubling ot the hot strip capacity to 2 mt 
and increasing the bar and the rod capacity 
to 0 8 mt by setting up a new 0 5 mt bar 
and rod mill Another 0 2 mt ot capacity for 
forging quality steel by modifying the 
structural milt is on the anvil, a move aimed 
to cater to the auto sector The remaining 


amount will be used to upgrade the existing 
milts The company is to come out with a 
Rs 500crore non-convertible debenture issue 
m the last week of August or September, the 
proceeds of which will go towards expansion 
and modernisation of the existing operations 
at Jamshedpur 

The company has sought the clearance of 
the finance ministry to raise an estimated Rs 
670 crore through the external commercial 
borrowing route The rest of the debt 
component is to be raised from Indian 
financial institutions 

INDO GULF FERTILISERS 

New Areas 

Oncof the few gas based fertiliser companies 
in the country, Indo Gulf Fertilisers and 
Chemicals closed the year ended March 
1996 with a sales turnover of Rs 566 crore 
up by 29 per cent from Rs 435 crore recorded 
in the previous year Other income was 
down by 25 per cent Interest costs were 
down by 76 per cent Provision tor 
depreciation moved down by 1 per cent 
Piovision for tax moved up by 333 per cent 
The company has reported a drop of 14 per 
tent in tht net profit tor the financial year 
ended March 1996 The drop 
notwithstanding dividend payment has been 
hiked up from 17 per cent to 18 per tent 
for the year under review 

The growth in turnover has come more 
from the increased trading activity (bought 
out fertilisers and custom-processed 
pesticides) rather than increased sale of urea 

The company has diversified into copper 
smelting and paper The demand tor copper 
is growing at a rapid pace of 8-9 per cent 
per annum and will reach a level of around 
3 60 000 tpa by the year 2000 The present 
capacity ot around 50 000 tpa together with 
the new plants under construction would 
still tall short ot the demand In this given 
scenario the company is setting up a Rs 
I 600 crore copper smelter project at Dahcj 
in Gujarat which i* progressing on sc hedule 
The copper smelter is to have a capacity of 
1,00,000 tonnes per day (tpd) with a built 
in provision for expansion to 1 50 000 tpd 

The smelter will have flexibility to use a 
wide range ot copper concentrates The 
project is to be commissioned in the first 
quarter of 1998 

Financial arrangements for the project 
include an external syndicated loan ot % 60 
mn coupled with a Finnish long-term export 
credit ot $ 38 mn against purchase of Finnish 
equipment 

The company's Rs 1,350 crore, 500 tpd 
integrated bagasse based paper cum sugar 
project is the other growth area The project 
i* synergistically planned as most of the 

* 


feedstock required for the paper plant will 
be met internally (80 per cent of the bagasse 
for the 5,000 tpd paper division will come 
from the planned sugar division as well as 
power from ihe captive power plant) The 
paper protect with a capacity of 500 tpd is 
to be located in the Bijnorc district in Uttar 
Pradesh 

Funding plans will he a mix ot debt and 
equity in the ratio ot 1 5 I Since the estimated 
total requirements ot funds is Rs 2 900crorc 
the company will raise Rs 1 740crore through 
debt, while the rest will come through internal 
accruals and issue of fresh equity Going by 
the current proposal besides the flagship 
company Grasim Industries Htnddlco 
Industnes Indo Gulf Fertilisers and Indian 
Rayon and Industries will he involved in 
promoting this venture 

The Rosa and Bina power projects being 
undertaken in collaboration with Powcrgcn 
Corporation of the UK have made substantial 
progress The company has entered the 
telecommunication business by co 
promoting Birla Telecom and Birla 
Communications to provide cellular mobile 
telephone services The licences for Gujarat 
and Maharashtra circles have been bagged 
by Birla Communications and project work 
is progressing as per schedule 

KbSORAM INDUS FRIES 

Capacity Expansion 

Kesoram Industnes (KIL) a Birla group 
company is engaged in the manuf ictuie oi 
textiles rayon yam transparent paper spun 
pipes refractories cement and tyres and 
tubes The company closed the financial 
year ended March 1996 with a sales turnover 
ot Rs 509 crore a fall ot 18 per cent from 
Rs 622 crore recorded in the previous year 
Other income moved up by 510 per cent 
Interest costs were down by 17 per cent 
Provision tor depreciation wds down by 8 
per cent In the face of a /cio tax provision 
the company closed with a net profit of Rs 
47 crore up by 117 per cent from Rs 21 ciore 
recorded in the previous year The company 
has hiked up dividend payment trom 15 per 
cent to 20 per cent for the year under review 

Overall financial results of both the cement 
sections were satisfactory with significant 
reduction in power consumption and 
increased economic production of cement 
and clinker The working of the rayon and 
transparent paper section was satisfactory in 
terms of increased productivity impiovemcnt 
in quality and lower consumption of raw 
materials and power Production ol viscose 
filament rayon yarn and transparent paper 
touched an all-time high An increase in the 
price of all inputs, viz raw materials power 
fuel, cost of labour, all of which continued 
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The Week’s C w n putei 

OtttoHi) 


Financial Indicators 

TISCO 

Indo Golf 
Fertilisers 

Kesoram 

Industries 


March 

1996 

March 

1995 

March 

1996 

March 

1995 

March 

1996 

March 

1995 

I ncomi/appropriations 

1 Net sales 

526151 

418664 

56551 

43507 

30901 

62173 

2 Value of production 

538365 

416929 

56560 

45202 

51226 

57781 

* Other Income 

2549 

2044 

490* 

6303 

4524 

742 

4 rMai tnt ome 

540914 

418973 

6146* 

51707 

55750 

58523 

5 Raw maitrials/Slores and 
spares consumed 

105583 

85837 

16117 

13962 

18**5 

26294 

6 Other manufacturing expenses 

69679 

66042 

14877 

9376 

927* 

9427 

7 Remuneration to employees 

85433 

67912 

1681 

1296 

5718 

5281 

8 Other expenses 

162301 

120939 

6*85 

5830 

9*74 

7099 

9 Operating profit 

117918 

78243 

22603 

21243 

1*050 

10422 

10 Interest 

27948 

25519 

399 

1666 

5660 

6802 

11 (oow profit 

90005 

52930 

22734 

21304 

7747 

5498 

12 Depreciation 

29761 

24793 

3261 

3304 

*080 

3349 

H Profit before tax 

56579 

28112 

19473 

18000 

4667 

2147 

14 lax provision 

0 

0 

4950 

1145 

0 

0 

IS Profit after tax 

56579 

28112 

1452* 

16833 

4867 

2147 

16 Dividends 

15697 

11824 

**89 

0 

641 

369 

17 Retained profit 

40882 

16288 

11154 

16855 

4026 

1778 

Liabilities/ossets 

18 Paid up capital 

36723 

37*17 

16715 

18714 

46*8 

2910 

19 Reserves and surplus 

337517 

2*5117 

7176* 

47749 

18794 

mn 

20 1 ong term loans 

327859 

**9746 

18229 

27932 

27249 

29040 

21 Short term loans 

56355 * 

16*78 

5*05 

2931 

*85* 

6880 

22 Of which bank borrowings 

56355 

16*78 

5286 

2917 

*906 

4959 

23 Gross fixed assets 

740846 

696289 

1025*9 

72242 

65965 

56556 

24 Accumulated depreciation 

201490 

174941 

*5985 

29407 

27095 

23800 

25 Inventories 

109191 

88088 

6918 

4098 

7936 

6948 

26 Total assets/liabilines 

920978 

781*55 

121106 

10*947 

6*844 

57466 

Miscellaneous Items 

27 Excise duty 

59261 

44077 

0 

0 

8490 

13243 

28 Gross value added 

206283 

152382 

21047 


19011 

18929 

29 Total foreign exchange income 

67737 

54354 

548 

0 

201* 

4185 

30 Total foreign exchange outgo 

67384 

12338 

5256 

141* 

2575 

4006 

Key financial and performance ratios 

31 Turnover ratio 

(sales to total assets) ft) 57 1 

53 6 

46 7 

41 9 

79 7 

108 2 

*2 Sales to total net assets <%) 

69 4 

666 

49 6 

44 7 

9* * 

124 5 

13 Gross value added to 
gross fixed assets (51) 

27 8 

21 9 

20 5 


28 8 

*3 5 

34 Return on investment 

(gross profit to total assets) ft) 

98 

68 

188 

20 5 

12 1 

96 

35 Gross profit to salts 
(gross margin) (%) 

17 1 

126 

40 2 

49 0 

152 

88 

36 Operating profit to sales <%) 

22 4 

187 

40 0 

48 8 

25 6 

16 8 

37 Profit before tax to sales ft) 

108 

67 

*4 4 

41 4 

92 

* 5 

38 Taxprovistontoprofitbeforetaxft) 0 0 

00 

25 4 

64 

00 

00 

39 Profit after tax to net worth 
(return on equity) ft) 

15 1 

10* 

16 1 

25 4 

19 9 

153 

40 Dividend (91) 

45 00 

35(H) 

1800 

17 00 

20 00 

15 00 

41 Earning per share (Rs) 

1541 

7 5* 

7 76 

9 01 

1006 

8 55 

42 Book value per share (Rs) 

101 9 

7*0 

48 * 

*5 5 

50 5 

54 3 

41 P/E ratio (based on latest and 
corresponding last year s pnee) 

21 l 

00 

62 

0 0 

70 

85 

44 Debt equity ratio 

(adjusted for r«.valuation) (91) 

87 6 

124 7 

20 1 

42 0 

1163 

207 1 

45 Shortterm bank borrowings 
to inventories (SI) 

51 6 

186 

76 4 

71 2 

49 2 

714 

46 Sundry creditors io 
sundry debtors ft) 

102 2 

120 0 

26 6 

889 1 

126 7 

86 8 

47 Total remuneration to employees 
to gross value added (51) 

41 4 

44 6 

80 


301 

27 9 

48 Tot \l remuneration to employees 
to value of production ft) 

159 

16* 

*0 

29 

II 2 

9 1 

49 Gross fixed assets formation ft) 

64 

- 

41 9 

- 

166 

- 

so (rrowth in tnventones ft) 

2*96 

- 

68 81 

- 

14 22 

- 


theit upward trend and douW mt b* toffy 
passed on to the consumers, took Its Mi oh 
the profitability of this section 

There was a substantial increase in the 
export of transparent paper to Bangladesh, 
Sn Lanka,Thailand. Indonesiaand Australia 
The company exported 946 tonnes of rayon 
yam against 10 tonnes in the previous year 

A sum ot Rs 330 crore has been earmarked 
tor enhancing the cement manufacturing 
capacity and for production ot capti vepower 
The company plans to raise the cement 
manufacturing capacity to 6 86 lakh tpa at 
its Vasavadatta plant from the current 3 lakh 
and to mstal two 15 MW thermal power 
plants, one each at the Vasavadatta and 
Kesoram cement plants KIL has come out 
with a $ 50 million GDR issue to finance 
its expansion plans 

The company has finalised arrangements 
with Krupp Polysuis ot Germany (KPG) for 
supply of plant and equipment including 
major spares The equipment tor clinker 
transport would be imported from AumunJ 
of Germany The Birla Tyre division ot Kll 
which is being run on a consortiaum basis 
which had been in the red in the previous 
year was turned around during the you 
under review and recorded a profit of Rs 12 
crorc 

HOECHST 

Anti-TB Drug 

One ot the third largest pharmaceutical 
companies Hoechst Marion Roussel (HMR) 
has a 3 5 per cent market share in the 
Rs 10 200 crorc Indian pharmaceuticals 
market behind Glaxo and Ranbaxy who 
command 5 5 per cent and 3 8 per cent 
shares respectively By the end ot 1999 
HMR hopes to increase its share by 0 5 per 
cent thus becoming number two in line with 
its global position 

HMR proposes to launch a tew new 
products which include rifampicin an 
original anti tuberculosis drug, a cardto 
vascular disease drug a range of psycho¬ 
tropics to be used in anti-epileptic drugs and 
a new antibiotic The company is to join the 
battle against tuberculosis with its original 
product ntampicin which will be marketed 
under the brand names Rifatcr and Rifadin 
Rifampicin, now acknowledged as one ot 
the most potent anti TB drugs was 
discovered by Gruppo Lepetit, a member of 
the HMR group In India nearly 1,300 people 
die of TB every day and an estimated 14 
million are affected by pulmonary TB The 
new drug has its advantages m that u shoi tens 
the duration ot treatment from 12 14 months 
to 6 months and because ot its ability to 
act on spurts ot growing bactena, prevents 
a relapse In addition to marketing its airti- 
TB drugs HMR plans to vigorously pursue 
patient awareness programmes in TB-prone 
areas 
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DeorasDies 

GPD 


Deoras was the first man m the RSS leadership to recognise that m a 
situation of widespread indifference, consolidation of the conscious 
Hindu minority was the clue to political success and growth _ 


IT i* moos than stx weeks since former RSS 
chief Deoras died It is perhaps time to take 
a look at the man and hi& achievements 
Before we come to that let us recount a story 
or two When Deoras gave up his RSS 
leadership and Rajendra Singh became the 
RSS chief, a leading daily in Delhi had said 
m its edit that Rajjubhaiya (as Rqjendra 
Singh is known m the Sangh panvar) was 
the First non-chitpavan chief of the RSS The 
fact of the matter was that none of his three 
predecessors (Hedgewar, Golwalkar and 
Deoras) was a chitpavan brahmin A leading 
daily (national by definition) did not know 
the basic sociological facts about the chiefs 
ofti major and menacing organisation in this 
country and got away with that ignorance 
The other story is no less interesting In 
an entrance test of the M A Political Science 
programme of the prestigious Jawaharlal 
Nehru University there was a question (in 
the objective style) regarding who the term 
‘Gump’ referred to The answers included 
Tagore and the Sikh Gurus Even more 
amusing was the fact that reasonably educated 
academics deplored what they felt was the 
ambiguity in the question (This was after 
13 days of Vajpayee's prime ministership) 
In short, the students did not have their eyes 
and ears open enough to realise who the 
question in the present circumstances could 
refer to, even it we ignore the simple fact 
that Tagore or the Sikh Gurus were never 
called ‘Guruji’ Gurudev and Guru are not 
the same thing as 'Guruji* As if that were 
not enough, other academics deplored the 
India-centric view of the world that 
dominated our thinking With a senu-fascist 
government, Ayodhya and all the rest behind 
us, a section of our urban elite does not know 
who ‘Guruji' was and the other section 
wonders about the ambiguity of the term 
‘Guruji’ 1 

But then this is not only the urban 
indifference to the encircling gloom This 
is also the way in which the RSS has pro¬ 
jected itself It welcomes this complacent 
urban indifference The man who became 
aware of this and used it to his advantage 
was this rather self-eftactng, soft-spoken 
man, Deoras 


His name was Madhukar Dattatraya 
Deoras (Most people arc unlikely to know 
the name That’s why it should be mentioned 
And if the entrance test next year asks 
candidates to give Deoras's name, it should 
not appear to our western-educated academics 
as an unfair question However, this would 
be true only if they cared to read this column, 
something far from likely f ) Madhukar Deoras 
(Dattatraya was his father), the elder of two 
brothers, was bom on November 5,1915 in 
Nagpur He passed his LLB examination 
(first class) m 1937 He never practised law 
though In fact the first job that he took was 
as organiser of the RSS shakha m the ltwan 
area of old*Nagpur He had met Hedgewar 
in 1925, the year the RSS was founded 
Hedgewar had floated the idea of a ‘Kusha- 
Pathak* (Children's Brigade, named after 
Kusha the name of one of the two sons of 
Rama) He became a part of the Sangh 
panvaratage 11 (1926), a founding member 
of the Kusha-Pathak 

Hiscareer since had been a rather colourless 
story UnhkeGuruji, the man had htdecharm, 
no pretensions to being a theoretician or a 
philosopher This requires saying because 
the obituary note on Deoras earned by Sakai 
(a newspaper owned by Sharad Pawar s 
brother) actually called him a ‘taltvadnya’ 
(philosopher) In fact Sakai did something 
interesting It earned a four half-column 
obituary note, an edit and an incredibly 
eulogising article by an RSS man One does 
not know if Sakai would do something similar 
for a congressman There are reasons why 
one mentions this But we shall come to that 
m a moment 

Deoras was the RSS chief from 1973 It 
is important to remember that The Hindu 
nationalist forces have grown more under 
his leadership than that of either Hedgewar 
or Golwalkar It was during this period that 
the ultimate declmeofSavarkan an Hindutva 
also took plape Golwalkar and Savarkar 
represented two rather different, if not 
opposite, views of Hindutva. Savarkar was 
too much of an atheist for the Saqgbpanvar’s 
taste But it was not possible for Shnguruji 
(as the RSS people quite often referred to 
him) ro entirely dissociate Hindu nationalism 


from the Savarkanan formula of Uncalled 
atheist Hinduism This dissociation has come 
about over the last 20 years or so In other 
words, during the tune of Deoras 
Deoras was first, and foremost an 
organisation-man As such he knew the 
importance of journalism and the media, It 
was under his influence that the RSS people 
actually started their own newspapers tike 
Yugadharma (Nagpur, Jabalpur and Raipur), 
Swadesh (Indore, Gwalior), Tarun Bharat 
(Pune, Aurangabad, Solapur and Mumbai) 
In Marathi journalism there are any number 
of RSS supporters and sympathisers 
Whosoever might control the paper, there 
are any number of RSS reporters and (at 
times) editors thriving under their generous 
patronage If the Pawars of the world had 
understood the strategic thinking involved 
m that they would not have eaten humble 
pie in Maharashtra as they did in the 1996 
elections Anyway theRSS infiltration might 
explain the newsprint Pawar’s paper used 
to eulogise 'philosopher' Deoras If we take 
infiltration of the media as a philosophy, 
Deoras was a philosopher In any case that 
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RANABIRSAMADOAR 
As a critique of the current 
ducourees on area studies, the book 
will be of interest to students of 
nationalism, geopolitics and history 
of radical movements in the post* 
colonial countries of Asia 
Rs 150 00 



UTML GHOSH 


The book alms at an objective 
appraisal of the role of the 
Communist Party of India in the 
Freedom Struggle, 1937-47 
covenng controversial Issues like 
the CPI’s relation with the Congress 
Socialist Party, its role in the 
‘People’s War* period, Its perception 
of the last phase of India’s struggle 
for independence on the eve of 
1947. Re 230.00 


pearl publishers 
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It is one of the myths of mar politics 
perpetuated by our psephologists, m isguided 
liberals and no less misguided leftists that 
the BJP wins (or has won in 1996) because 
the secular vote gets split The myth is dial 
there is actually a secular vote, whatever that 
might mean The reality is that there is an 
indifferent vote Thefactthatitisindiflerent 
makes it certain that it will never be united 
against what it is indifferent to Madhukar 
Deoras was probably the first man in the 
RSS leadership who recognised that in a 
situation of widespread indifference, 
consolidation of the concerned minority is 
the clue to success and growth - a strategy 
which was followed by the VHP later It was 
given fits electoral shape by Advaru But it 
is important to see that Deoras devised the 
strategy and people IikeGovindacharyahave 
turned it into a fine art Once this strategy 
was discovered, the inarch to success had 
begun 

Balasaheb’s retirement was partially due 
to his health, but partially also the other felt 
need. It was necessary to take the RSS out 
of the Maharashtrian brahmin (and not 
chitpavan, as our learned edit-wnter had 


bhtoawttd cSteuH it ms iaigkbdtfihRtlfiita 
north-lndian Hm&*pe*k*r headed 0m 
organisation. The Hindtapeakmg factor fis 
very important. A Hindi daily Jatmsmia in 
its obit on Deoras lauded the man for being 
a ‘prahal samuthak* (strong supporter) of 
Hindi It does not matter what your politics 
was as long as you stood for Hindi Deoras 
probably knew this weakness of die north 
Indian due The point is that the switch to 
Rajjubhaiya was no accident Madhukar 
Deoras must have worked that out or so one 


The consolidation of the concerned vote 
was strangely helped by the caste movements 
Deoras probably did not think of that He 
couldn't have Or did he? Any caste 
consolidation also consolidates Hindu 
consciousness Kansht Rams and Mulayam 
Singhs and even V P Singhs are conscious 
or unconscious allies of the Hmdutva forces 
The liberals are not worried about the caste 
upsurge because they do not understand or, 
if they did, they would not care about its 
basically retrograde nature The Sangh 
panvar understood that and sat pretty It 
continues to sit pretty The best example of 
that is provided by the inroads that the BIP 


mega. #uassPRB a jpm^ mmti 
I9& MMMMy stoetkea «*wta8y 

you will realise that mmost in proportion to 
the anti~Manuvida rhetoric, BJP*$ea« 
influence has grow* among 
No, it is an error to mistake die BJFs rise 
and fall as the only, ot even a decisive* 
measure ofHindu consciousness The leftists 
are particularly prone to make that mistake. 
It almost looks as if the BJP wants everybody 
to make that mistake They want that kind 
of feeling to grow It is easy then to convert 
that concerned minority into apower-bolding 
minority 

If this be the strategy of Hindu chauvinism 
today, one, if not the major, architect of chat 
strategy was Madhukar Deoras Perhaps it 
is a part of that strategy that the Sangh 
panvar itself has been rather quiet about the 
man’s death. It almost looks like an unwept 
and unsung departure Appearances are 
deceptive We waited for over a month to 
write these lines because it was important 
to let the penod of mourning be over and 
to see if the mourning was noisy or quiet 
It was, indeed, quiet There is a lesson to 
learn in that 
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CM1 Prices: Larger Issues Ignored 

BM 

Raising the prices of petroleum products, while at the same time 
opening up the sector to the multinationals with few conditions 
attached i ts indicative of the government's irresponsible attitude 
towards indigenous oil resources and the health of the energy sector 
Left parties too have Jailed to grasp the seriousness of the situation by 
merely demanding a downward revision of prices instead of forcing the 
government to review its petroleum policy . 

THE angry protest against the hike in the Deve Gowda can, therefore, rightly claim 
prices of petroleum products has been that he is being transparent and energetic in 
predictable The left parties and trade unions his responses to public interest and market 
at once denounced it as an anti-people imperatives in this matter But he too has 
measure According to popular perception, intnnged the imperative of a sound policy 
besides directly hitting the middle classes, for petroleum product prices The soft 
its cascading effect would result in a general treatment of kerosene, diesel and LPG in the 
price rise The corporate sector too was not name of the poor consumer is inadmissible 
amused There was a big fall m the prices Much ofthe benefits from subsidised prices 

of, stocks and shares The increase in the is known to accrue to the affluent, including 
administered price of a commodity or a those driving the most luxurious imported 
group of commodities should not normally cars Remarkably the protests against the 
induce this reaction on the stock markets ‘anti-people* measure to hike the prices of 
Price inflation, after all, does not ordinarily petroleum products have been devoid of 
hurt producers and traders who can exploit effective trade union or political sanctions 
it to increase their profits But oil and its against the government and are rather absurd 
products are strategic inputs The increase too There is, for instance, the demand for 
in their prices results m an immediate n$c “counter-measures to substantially bring 
mthecostsof production and services which down the pnfces of all other commodities" 

may impair profitability of industry and to tone down the adverse impact of the hike 

trade when demand in the market is tending in the prices of petroleum products, 
to be sluggish presumably by wide-ranging resort to and 

The hike in the prices of petroleum enforcement of administered prices for 
products had become necessary, so it has essential commodities The BIP must indeed 
been argued even by those who have pro- beenjoyingthespectaclcthattheLeftparties 
tested against it There has admittedly been supporting the Deve Gowda government are 

a sharp deterioration since the 1970s m the presenting It has escaped the responsibility 
oil supply-demand balance which has of imposing the ‘anti-people* increase in the 

become grave in the last five years There prices of petroleum 

has been an increase in the share of costly The cut in the announced hike in the price 
imported crude oil and petroleum products of diesel by $0 per cent was acclaimed as 

in their total consumption There has been a great victory by the leftist parties in the 

a severe setback in the development of United Front and its government It has only 

indigenous oil and its products even as the made the system of administered prices of 

pattern of consumption of commercial energy petroleum more lop-sided and is bound to 

has shifted In favour of imported petroleum beabusedevennvorewidcly Wien, however, 

products This has been a major factor, along the general secretary of the CH, Indeqit 

With the targe increases in the procurement Gupta, said at a meeting of the UCO Bank 

pnees of foodgratns, for generating in- employees at Madras that the price of LPG 

flationary pressures in the economy A would be reduced in a couple of days, he 

corrective was therefore overdue if a viable was promptly and brusquely contradicted by 

batahee between supply and demand had tb the pnme minister 
be restored. The upward revision of pnees It is time, Tidwever, that the grim truth 
waft die first option in this direction The UP about oil supplies, demand and pnees as 
government has not done anything novel - well as policy lapses, in particular during 
the Rao government had, in fact, refrained the so-called ‘reform* era, leading to the 
fixminiisingthm present gravely stretched position on the oil 


front was squarely faced The position on 
the supply side, of petroleum products m 
particular, has deteriorated sharply from the 
relatively comfortable position reached in 
the late 1970s with the production of crude 
oil from fields discovered and developed 
and refinery capacities set up by Indian 
companies in the public sector It was 
possible then to satisfy, to a considerable 
extent, the domestic demand for these vital 
products But the import of crude oil has 
since been rising at a fast pace and now 
stands at more than 60 per cent of demand 
compared to 30 per cent in the early 1980s 
The import of petroleum products too has 
swelled because of the lags in the expansion 
of refining capacity The need to moderate 
the nse in the consumption of petroleum 
products, meanwhile, has been ignored On 
the contrary, official ‘reform* policy has 
smugly assumed that the nse in consumption 
of petroleum products way beyond the 
availability of indigenous supplies is not 
only necessary but even desirable for the 
growth and modernisation of the economy 
The pattern of consumption of commercial 
energy has been wantonly shifted in favour 
of petroleum products, especially for 
power generation, and has become more 
and more import-intensive The position i$ 
going to worsen with the plans to import 
petroleum products and gas on a massive 
scale for power generation and the 
development of the auto industry by 
multinational corporations The import of 
liquefied petroleum gas foruse as a household 
fuel is part of the same extravagant trend 
in this sector The development of hydro 
and coal resources, let alone non- 
conventional sources of energy, has been 
hesitant and half-hearted 
The periodic increases in the pnees of 
petroleum products have not helped to curb 
theirconsumption The hike in pnees simply 
cannot regulate the pattern of energy con¬ 
sumption in the absence of a rational and 
cost-effective economic and technology 
policy for the optimal development not only 
of energy resources but of all sectors ot the 
economy Projections, given the reliance 
beingplaced on attracting foreign investment 
and imported technologies, show that 
demand for petroleum products in India will 
exceed 100 million tonnes at the close of 
the 1990s even as crude production in the 
country has hovered around 25 million tonnes 
and the expansion of refinery capacity 
beyond 40 million tonnes has been stalled 
for the last five years Oil production from 
discovered oil reserves of the country has 
suffered aft absolute decline and investment 
for exploration and refining of oil has tended 
to slow down 
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products from time to time is no longer 
inspired by the idea of curbing consumption 
but as an obligation to attract foreign invest* 
ment, including for oil production, refining 
and marketing, on terms and conditions 
which would relentlessly push up the cost 
of goods and services produced in the country 
or imported 

The key to the easing of the pressure on 
the supply, demand and price of petroleum 
products is to giv e high priority to investment 
for the exploration and production of oil 
and its refining in the country The Rao 
government, as part of its liberalisation and 
globalisation obligations, hit upon the return 
of oil multinationals, the most rapacious and 
unscrupulous of multinational corporations, 
ID India The Deve Gowda government is 
inclined to follow suit as a soft option 
Considering past experience, this is a counter¬ 
productive, indeed a dangerous option 

Private enterprise has been invited to 
undertake the exploitation of even oil fields 
discovered by Indian companies in the public 
sector, especially the Oil and Natural Gas 
Commission (ONGC) This move was 
applauded by the self styled economic 
reformers, as it "presents an excellent op¬ 
portunity to companies to take up ventures 
promising early returns with almost no n$k" 
which really exposed the motivation behind 
it and paved the way for the return of the 
foreign oil companies to India The oil 
multinationals, ousted m the early 1970s 
from India for their unwillingness to explore 
for oil here and making only trading profits 
from refining crude oil imported from their 
captive sources and marketing of petroleum 
products locally produced or imported, have 
thus come back on terms far mote lucrative 
than before their ouster They have been 
allowed to import and market petroleum 
products in India without price and 
distribution regulations which still remain 
in force for Indian public sector oil 
companies So far as exploration is 
concerned, their stakes remain minimal but 
their rights in oil production and refining 
have been made large and highly protitable 
They have taken full advantage of this 
remarkable dispensation in the strategically 
critical sector to drain away the national 
wealth without any nsk at all 

The decision to attract oil multinationals 
totally disregards India's past experience 
with these companies For a whole decade 
earlier the government had gone for 
international bidding for these companies to 
undertake oil exploration m India In spite 
of attractive terms and conditions which 
were improved from one round to the next, 
these oil companies remained indifferent 
The ostensible purpose of inviting them, to 
begin with, was to supplement the domestic 


produced no tangible rciuh, the government 
opened up for them the fefunng of oil as well 
as the marketing of petroleum products in 
India Theinteniationaloilcotnpamesmoved 
with alacrity mto marketing activity but 
have not notably expanded refining capacity 
and have shown no interest moil exploration 
They are content to flog the discovered oil 
fields for high and quick profits for 
repatriation abroad 

The role of foreign companies in 
exploration as well as refining and marketing 
of oil in India is not and has never been 
supplemental to domestic enterprise in the 
vital oil sector Their aim has been and still 
is to stall, even as they supplant increasingly 
indigenous effort for oil production, refining 
and marketing They have eminently suc¬ 
ceeded in the last five years of the so-called 
'reform' policy nearly emasculating the 
national oil industry This has aggravated 
the supply-demand imbalance for crude oil 
and petroleum products, with extremely 
adverse implications not only economic but 
also political-strategic 

The transfer of precious and strategically 
cntical natural resources, the discovered oil 
reserves, to foreign oil companies for 
exploitation to extract enormous profits for 
repatriation has been an extraordinary 
business transaction It is indeed a scam of 
vast dimensions in contrast with which all 
other recent scams pale mto insignificance 
These oil fields were not only discovered by 
Indian oil companies but large capital 
expenditure has gone into their exploitation 
In Ravva on the eastern coast, for example, 
ONGC had not only built a platform but also 
a pipeline So was the case with Mukta and 
Panna, located offshore near Bombay They 
were transferred to private parties with 60 
per cent equity in joint ventures with Indian 
patties which had no experience at all in oil 
The oil multinationals have, therefore, 
enjoyed a bonanza from the exploitation of 
rich public assets The expenditure for 
exploration of these fields was not taken mto 
account at the time of their transfer and only 
the value of the physical installations already 
put uptplatforms, pumps andotherequipment 
and pipelines) was reckoned 'at cost', not 
even at replacement value The oil produced 
is shared in two parts ‘cost oil' and 'profit 
oil* Instead of sharing the profits of the total 
operations in terms of equity held, a facade 
has thus been created so that oil produced, 
not the cost of its production is shared The 
upshot is that foreign oil companies can grab 
most of the oil aft 'cost oil* and sell it to the 
government at international prices, leaving 
only the left overs’ for public sector oil 
companies on the basis of equity sharing 
More than 50 million tonnes of ml reserves 


is so profitable forforeignoil companies that 
they will now totally shun the risky business 
of oil exploration even as ONGC is denied 
the scope for raising fluids for it The sldw 
down in oil exploration has been inevitable 
in this dispensation There is now a move 
also to hand over Bombay High- the richest 
oil field explored, proved and ably exploited 
by ONGC-to foreign oil companies India's 
national oil enterprise and the technical 
managerial expertise painstakingly built in 
the past is thus being systematically 
destroyed A report of the Indian Audit and 
Accounts Department throws lund light on 
this huge 'scam' Its report has been casually 
broshed aside with the argument that the 
government did not provide for full re¬ 
imbursement of costs amounting to Rs l ,028 
crore for the discovery and part development 
of Panna, Mukta, Ravva and South Taptt 
fields when they were handed over to pnvate 
joint ventures for exploitation as this would 
have been 'unattractive' for foreign oil 
companies 

The non-payment of international prices 
for crude oil produced and non-exemption 
of customs duty for import of equipment by 
ONGC which the audit report has said 
deprived ONGC of a level playing field with 
private enterprise m the oil sector too has 
been glossed over by the government 
Significantly but not surprisingly, in spite 
of special concessions to foreign oil 
companies, the cost of production of oil by 
foreign companies has been found in the 
audit report to be "much higher than the cost 
estimated in their bidding" tor the discovered 
oilfields Undeterred by the sorry experi¬ 
ence with oil exploration, the government 
is asking the Indian Oil Corporation also to 
share its vast marketing infrastructure, 
including the pipeline network, with foreign 
oil companies to exploit the Indian market 
and extract high profits from the sale of their 
imported petroleum products 

The position on the oil front, m fact on 
the vital energy front as a whole, is indeed 
tight Even as crude oil production is stag¬ 
nant, oil reserves for want of replenishment 
are depleting It is disconcerting that the 
government and all political parties, inclu¬ 
ding left parties should be satisfied with 
asking for some 'relief from the hike m the 
prices of diesel, kerosene and LPG They 
seem to be totally oblivious oi the oil policy 
issues of wider national concern The energy 
outlook for India is gjrtm There is need for 
hard thinking and hard decisions India's 
national oil enterprise in the public sector 
must be safeguarded from the onslaught of 
oil multinationals and quick policy measures 
must be taken to revive it 
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In December 1995 , the two houses of the Maharashtra legislature 
hastily passed the Anti-Bigamy Bill which now awaits the president's 
assent , The main purpose of die bill appears to be to penalise Muslim 
men rather than to protect women of any faith. 


ON August 8,1995, a bill to provide for the 
prevention of bigamous marriages in 
Maharashtra was introduced in the 
Maharashtra Legislative Assembly. It was 
sent to the legislative council with direction 
that it be returned within a month. On 
December 11, 1995, it was reintroduced in 
the legislative assembly and passed without 
any debate, discussion or intervention, in a 
single sitting The unseemly haste with which 
the bill has been passed appears to be linked 
with the communalisd context within which 
Maharashtra finds itself, and the wider debate 
on the Uniform Ci vil Code within thecountiy. 

. Until 1955, polygamy was allowed in 
Hindu marriages. The introduction of 
monogamy in the Hindu Marriage Act 
(HMA) for the first time was, however 
something of a cosmetic change, for the 
provisions are inadequate and easily flouted. 
Judges have recognised as valid only a 
marriage ceremony which include the 
saptapadi (the taking of seven steps by the 
bridegroom and the bride jointly before the 
sacred fire), leaving out a range of customary 
forms of marriage. Hindu men have used this 
clause with impunity, to deny their wives 
(first or second) rights due to them. In a 1994 
case the marriage between Gulab Singh and 
Surjit Kaur, performed through locally 
followed rites was invalidated by the Supreme 
Court. Surjit Kaur had been married before, 
which was held against her by the learned 
judge, who observed “merely because there 
was distribution of sugar or gur, that wou|d 
not constitute a valid marriage. Suijit Kaur 
was in the habit of changing husbands 
frequently.., the bare fact that the man and 
the woman (have been) living together as 
husband and wife does not, at any rate, give 
them the status of husband and wife, 
eventhough they may hold themselves oat 
before the society as husband and wife and 
the society treats them as such. Appeal 
Dismissed*' (Suijit Kaur vs Girija Singh and 
others 1994(l)UJ(SC)223). Such judgments 
tavepromptedfeihimst scholars andlawyers 
to point out that the loopholes in the hot 
allows Hindu men‘“to escape the criminal 
' consequences of a bigamous marriage and 
from the economic responsibility towards 
ti[te second wife** (SecPlavia Agnes. 'Hindu 
Uniform Cbde^ v 


Economic and Political Weekly , December 
16, 1995). 

In spiteof such glaring inadequacies, which 
work to the benefit of the errant husband, 
the HMA and its provisions on monogamy 
are held as worthy of respect, indeed 
emulation in the mainstream political and 
legislative discourse. In fact, judgment after 
judgment on different aspects of Muslim 
Personal Law (MPL) lament the reluctance 
and the failure of Muslims to follow the 
example of the Hindus and reform their 
personal laws. In the recent Sarla Mudgal 
case, the issue was that of Hindu men’s 
conversion to Islam to remarry so as to 
escape the criminal consequences of bigamy 
under HMA. Rather than looking at the issue 
from the point of view of the rights of 
women, the judges preferred to opine on 
their views of marriage and the need for a 
uniform civil code (UCC) to prevent Hindu 
marriages from breaking. Justice Kuldip 
Singh staled: “Marriage is the very founda¬ 
tion of a civilised society. The relation once 
formed, the law steps in and binds the parties 
to various obligations and liabilities 
thereunder... (Marriage) is the foundation of 
the family and in tum of the society without 
which no civilisation can exist... till the time 
we achieve the goal - Uniform Civil Code 
for all the citizens of India - there is an open 
inducement to a Hindu husband, who wants 
to enter into second marriage which the 
first husband is subsisting to become a 
Muslim" (Sarla Mudgal, Kalyani and 
AnrV Union of India and Ors 11 1995 
DMC 357 Sc). 

So,thestatedgoaJ of the proposed common 
Jaws is to save Hindu marriages from 
dissolution, not to give rights to Muslim 
women, whoconceivably suffertheill effects 
of polygamy. Somehow, women are, as a 
whole, absent from this discourse. The 
judgment unambiguously reflects the 
patriarchal agenda of preserving and 
glorifying marriage at any $o$t. 

The other judge, Justice ft M Sahai took 
a more ‘cautious* stand while holding that 
apnifiedcivil code wouldstre^then national 
unity, he opined that the first step should 
1 be to “rationalise the personal laws of the 
minorities to develop religious and cultural 
amity**, justice Kuldip Singh hpld that only 
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“The personal law of the Hindus, such as 
relating to marriage, succession andthe like 
have a sacramental origin, ip the same 
manner as in the case of the Mudimror the 
Christians. The Hindus, along with (he Sikhs, 
Buddhists and Jains have foresaten 
sentiments in the cause of national unity and 
integration, some other communities have 
not, though the constitution enjoins the 
establishment of a common civil code for 
the whole of India.” 

Inthisdiscourse, Hindus, Sikhs, Buddhists 
and Jains have been seen as participating 
with gusto in the modernisation process 
while ‘other communities’, implying in this 
case, Muslims, are represented as not 
following this example. Over a decade ago, 
another judge raised the issue of the need 
fora UCC during the courseof acase deciding 
whether a Muslim divorcee had the right to 
interim maintenance under S125IPC, a part 
of criminal law: the famous Shah Banocase: 
This legal point was set aside in a judgment 
which focused instead oh the judge’s 
perception of Islamic law, as degrading to 
women. The judge then went on to state that 
it was regrettable that Article 44 of the 
Constitution was *a dead letter* and that a 
common civil code could help "the cause 
of national integration by removing disparate 
loyalties to laws which have conflicting 
ideologies*' (Veena Das, Critical Events , 
Oxford University Press, 1995). 

The Shah Bano case and now the Sarla 
Mudgal judgment, have been appropriated 
by communal forces. In the mid-1980s, the 
judgment had led to a near riot situation 
leading Shah Bano to withdraw her stand, 
unable to bear the pressure exerted on her 
from all sides. In 1995-96, the Sarla Mudgal 
judgment has been quoted approvingly in 
the statements and. manifesto of the BJP and 
Shiv Sena. The demands for a UCC seem 
to be made only in the context of dis¬ 
criminating provisions within MPL. whereas 
many such anti-women clauses remain a part 
of the ‘reformed* Hindu law. 

Maharashtra Bill 

In early 1995, two years after the Shiv 
Senadedpogram against Muslims in Mumbai 
following (he demolition oftheBabri masjid 
in Ayodhya, the Shiv Sena-BJP combine 
was voted into power in the Maharashtra 
legislature. Both parties, committed to the 
ideology of Hindutva, have supported the 
formulation of a UCC. Soon after their 
coming to power, the new government 
introduced twin bills - on adoption and on 
prohibiting bigamy - as a part of its policy 
to introduce common laws. The bills were 
passed without debate in both houses of the 
state legislature- where the BJP-Shiv Sena 
combine eqjoys a majority and in thecmmcil 
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dative assembly; and waitwaomof 
the president. s 

, TheBJP-ShtvSenecx>mbM 
much regard in the field of gender justice. 
The more extreme tight envies the, Muslim 
man for his ’polygamous potential* and has 
wanted to extend the same right to Hindu 
man. Swami Mukhtanand Saraswati, a VHP 
member held, “There are no (equal) laws 
regarding marriage. Today, a Hindu can 
marry only one woman, while a Muslim man 
can have five wives. If a man wants to have 
25 wives, let him.” ( Frontline , January & 
1993). 

Even among the more 'balanced* rightist 
forces, there is a deep sense of unease with 
the notion of women'srights.Someofthese 
ambiguities are apparent in the BJP-Shiv 
Sena formulated bill on bigamy. The 
statement of objects and reasons of the bill 
reads: 


wives by parent* eager remarry 
their daughters ataoycost arrithose cheated 

rofoheaisuif^ 

It might be fairer toextend economic fights 
to such women orto give them compensation 
in tenusofmaintetuuute, which wiUbedeided 
to them if the marriage is completely 
invalidated, without such a provision. 

The bill seems to carry forward many'of 
the lacuanac of the Hindu Marriage Act 
vis-a-vis bigamy. It does not define 'marriage* 
in a clear manner, leaving it open to the 
discretion of individual judges to decide 
whether a marriage has taken place or not. 
The man in most cases, under the existing 
Hindu law, manages to 'prove* that he has 
not married the women in question even 
where cohabitation is proved, thus escaping 
criminal consequences. 

What this proposed bill is likely to achieve 
is to bring the Muslim second wife on par 


not think their husbands can reaHytretttwO 


or more women on 


nor am women 


willing to put in competition with another 
women foftMrhusbemra affxre^^(^dK 
Sriiiivasafi: A Gy for Chengs: A kiport on 
Muslim Women'sPersonal 
Implications for Women: in BarotfaIP95y 
Many of those interviewed Ireld that 
Muslim men arc less polygamous than 
, Hindu ones and that banning polygamy 
altogether might help Hindu-Muslim rela¬ 
tions, since the issue has acquired a com¬ 
munal hue, featuring m it does promi¬ 
nently in anti-Muslim propaganda. Another 
Mumbai-based group, Forum against 
Oppression of Women (FAOW) has worked 
out the contents of a set of laws entitled, 
'Visions of a Gender Just Reality*. They 
hold that marriage be seen as a contract 
between two individuals where women be 


Article 44 which is one of the Directive 
Principles of State Policy enshrined in the 
Constitution of India, provides that the state 
shall endeavour to secure for the citizen a 
uniform civil code throughout the territory 
of India. The Supreme Court of India in its 
recent judgment in the case of $mt Sarla 
Mudgal, President, ‘Kalyani’ and others vs 
Union of India and Another (AIR 1995 SC 
1531) has also directed the government of 
union to have a fresh look at Article 44 of 
the Constitution with a view to secure a 
Uniform Civil Code for the citizens 
throughout the territory of India... the 
government of Maharashtra has, in con¬ 
sonance with the said directive principle of 
state policy and following the spirit of the 
Supreme Court directions decided to take 
an initiative in enacting a uniform civil code 
for the residents of Maharashtra, irrespec¬ 
tive of their religion, race, caste or sex" 
(L A Bill, No XXXII of 1995, Maharashtra 
Legislative Secretariat. A Bill to provide for 
the prevention of bigamouse marriages in 
the state of Maharashtra). 


with the Hindu second wife, i e, a woman 
denied the right to maintenance and a 
legitimate position without benefiting the 
first wife in any meaningful way. For, the 
knowledge that her husband can be 
imprisoned for as many as seven years, 
leaving her and her children destitute can 
act as an effective deterrent in preventing 
her from knocking on the doors of the court 
for justice. Here too, a financial deterrent 
in terms of a fine or division of property in 
the favour of the first wife might prove more 
effective in penalising the man. 

The bigamy bill shows all the signs of a 
hastily framed piece of legislation, the 
purpose of which is to penalise Muslim men, 
rather than to protect women of any religious 
faith. What it might well do is to benefit men 
of all religions, forlhey will be able to marry 
more than once, and escape from fulfilling 
their economic dudes towards their second 
wives. 

Some Responses , 


extended certain rights. They believe that 
provisions be made to protect women in 
bigamous relationships, whether in marriage 
or outside it. Such women should be given 
the right to maintenance, to matrimonial 
residence and property. Here is a conflict 
perceived between existing conditions and 
a feminist vision of marriage as com¬ 
panionship. FAOW, looking at the ex¬ 
periences of women believes that given the 
power enjoyed by men in this patriarchal 
society, polygamy flourishes without women 
having a corresponding right to have multiple 
relationships. While monogamy would come 
closer to their visionaiy notion of marriage, 
the rights of women within polygamous 
marriages including those coerced and 


cheated into such relationships 


must be 


protected by giving them economic rights. 


This clause has however been criticised 


by several women's groups. With some 
justification, they point to the logical in¬ 


consistency of providing second wives and 
cohabitees with the same rights as the first 


The objectives of the proposed bill are 
quite simple - to play a pioneering role in 
extending a uniform code to all residents of 
the state, i e, gender justice is somewhat less 
important in this discourse. What takes 
precedence is the aim of "achieving the 
declaimed system of monogamous 
marriages". Since the aim of the bill is so 
clearly stated, i e, to prevent bigamous 
marriages and not to protect women, the 
method used is to invalidate tilt bigamous 
marriages contracted within the state, 
“iKrtwithstandmg any law, customer usage 
to the contrary", it also punishes all adults 
who contract such a marriage with a 
“punishment for a terra which'may extend 
to 7 years" and a fit^e. 

Invalidating marriages mid 

imprisoning men it may not 

meet the ends of justice. >^ie experience of * 


For the Indian women’s movement, the 
question of bigamy has long remained a 
vexed one. As early as 1975, feminists had 
tried to demolish the myth of Hindu men 
being monogamous. The Status of Women 
Report revealed , that the incidences of 
polygamy are higheramong Hindu men than 
Muslim men, a finding that is common 
knowledge today. There have been demands 
to plug die loophole* in the Hindu Marriage 
Act so as to pre veru Hindu menfrombreaking 
; the law with impunity. 

Recently, however, the debate has taken 
a different turn. Aspfvey conducted among 
Muslim women hg Baroda by a Mumbai* 
based women** group, Woraen**)Rese*feh 
and ActionGroup(WR AG) foundthat while 
■ numericaUypolygtmywasnotverycommon 
among Muslims inA ai^arity, most women 


wife and holding that marriage be mono¬ 
gamous. In a meeting held to discuss the 
draft in December 1995, some groups held 
that since the first wife is being cheated in 
her contract, the man should be punished for 
causing misery to all these women. 

The All India Democratic Women’s 
Association (AIDWA) in a convention held 
in December 1995 held that compulsory 
registration of marriage alone can help to 
prevent bigamous orchild marriages. While 
this can be one soKtrion, compulsory regis¬ 
tration may well be difficult to impose in 
a country as large, ** diverse* as poverty- 
stricken as India, ft might well lead to 
bureaucratic rcd-tapism. . , 

The WRAu^repocts bring Sit another 
dimension to the issue: "Our favourite 
response came from one woman who said 
If nten are giveh the right to many more 



atroMsbferoi^o^thMdfe'' ^teafc iWiHW yartw^^w»<^» ««Mwfe»^ 


farf&andrb it true {(hat) polygamy dees 
live the (Musltiu) woman * tegal stmt* aad 


mg&i&m cmm to women aim) to eit& 
diving women equal righterfttatatMMMe, 


provide* • relative advantage over am 
Hindu women who amid k^lhai i» die 
face of society, a non-entity in term* of the 
law. But dm is only iu relative terau and 
our yardstick u what the women we met 
feel: they obviously do not went this legal 
status.” 

That woman do not want polygamy u 
clear enough-K militates against any notion 
of an equal just relationship between two 


THE total cost ot the Santar Sarovar Project 
is stiU a much debated issue Doubts are now 
raised about the project’s financial viability 
In 1981. the Tata Engineering Consultants 
had estimated the project cost to be Rs 4,877 
more In 1983 it was revised to Rs 6,500 
more In 1991, Babubhai Patel had told the 
Gujarat assembly that the cost stood at 
Rs 9,000 more, while in the state budget for 
1992-93 it was put at Rs 9,400 crote All 
these cost estimates referred to the base cost 
and not the total project cost The total cost 
oi any project is its base cost plus physical 
and price contingencies This may be roughly 
described as the effect ot inflation over the 
period ot project implementation It is 
therefore significant that in 1985. the World 
Bank had estimated the cost to be Rs 13,640 
more This consisted ot the base cost of 
Rs 6,264more, pncccontmgemaesRs 6,574 
more and physical contingencies Rs 802 
more Accordingly the project cost in 1992 
should have been put at Rs 20,740 crote 

Much water has flowed in Narmada since 
then. The authorities now talkaboutapossibie 
delay ot about 12to 15 years in completing 
the project The present Narmada minister 
therefore now puts the revised cost at 
Rs 22,000 crote Here again the retereneo 
»to the base cost The total cost therefore 
could not be less than Rs 50,000 crore This 
indicates a blatant disregard for facts and 
underlines the overall attitude of secrecy and 
misinformation adopted by the state 
government. 

However, let ttbe assumed that the revised 
cost estithate of Rs 22,000 more is the totai 
cost. Considering that a sum of Rs 4300 
erore has already been spent, the state 
government will still be required to fifed 
W 17300 mote to complete the project If 


right to ma trimon i al property, marriage can 
tfit thebriawte in favour of women, redefine 
mamage for men and women, making it as 
FAOW drowns “a contract for oompsnson 
and security., and a space which allows 
individuals to grew ” Otherwise, merely 
banning bigamy as the Maharashtra 
government has done will not make much 
difference to the lives of women or alleviate 
their sufferings in any significant way 


what the state government allocates for this 
project in its annual budget is kept m view, 
the pathetic situation in regard to its tall 
promises that the project will be completed 
m the year2000stands exposed It is pertinent 
to note what the finance minister said in the 
Gujarat assembly on Match 1 this year in 
regard to such allocations He said that "as 
against Rs 366 crore spent on the SSP m 
1994-95, asumofRs508crore were proposed 
to be spent m 1995-96 and Rs 568crore next 
year” (77ur Times of India, March 2) Even 
if we hypothetically presume that the stale 
finds it possible to raise, i$y, Rs 700 crore 
every year for the project and that the prices 
will remain stable, it will take 25 yean to 
complete it. 

Although unbelievable, the fact is that the 
cost of supplying water to villages having 
no water source, has not been included in 
the prqject cost Also there is no definite 
information on the number of villages that 
are to benefit due to the project Till date 
no detailed plan is available in this regard 
The cost of the power component of the SSP 
was originally estimated te be Rs 1,700 
more by the World Bank in 1985 Sub¬ 
sequently die Bank withdrew from the 
project The state government announced in 
April 1993 that the "Rs 2,700 crore power 
component of the SSP will be privatised” 
The cost obviously had gone up by 58 per 
cent The tuflsnes ordered are gmheringihm 
and demurrage m Japan Wgumpl y do not 
havethemi^tc get theeqtfeMreat released. 

Again, this is not the WhcMitety. Bor the 
year 1995-96the Nigam has gNd out Rs 225 
crore being the interest elgjqjes on its 
borrowings by way of deposits from the 
public, issuing Narmada Bonds or Kisan 
Vikas Patras. The Nlgam offers on* 


institution offers. It makes the cost of 
borrowings almost prohibitive, the kfeest 
bands issue, reported to have been over¬ 
subscribed, is obviously for the purpose Ot 
servicing the Nigam’s debt. Issues ofhofeilf 
will probably be the only way by which die 
Nigam will be able to meet its fast mew tslng 
debt service liability 

No dam in the last three decades mGujarei 
has been completed without the cost 
escalating by 'six to eight times over the 
original estimates A report in the TheTmes 
qffodtathat appeared sotnetimemSepieinher 
1992 may he quoted heir "the Mukteswar 
dam was to cost Rs 3.83 crore, but it has 
now esentatod to more than Rs 25 more and 
not a drop of irrigation waters has reached 
the farmers” It further stated that "yet another 
classic example is the Dharoi dam, estimated 
to cost Rs 17 59 crore, but completed at a 
cost of Rs 118 crore Unfortunately these 
are not isolated instances of haphazard 
planning, exploitation of the poor and 
wastage of public resources ” 

The SSP appears to be totally unvtable 
from the financial standpoint To continue 
to pursue n may prove disastrous If the 
argument is that the money spent already 
will go waste, it does not hold good as what 
is spent is hardly lOper cent of the total cost 
of the project. To throw good money after 
bad is an u n accep t able policy The Morse- 
Berger report says frankly, "No one wants 
this money wasted But we caution that n 
may be more wasteful to proceed without 
full knowledge of the human and 
environmental costs” The SSP will certainly 
create pockets of affluence in a sea of misery 
It will uproot a million people and cause 
irreversible damage to ecology and 
environment It has already been admitted 
that the project has already been delayed by 
12 to 15 years But this is also a deliberate 
underestimate Self-seeking politicians 
would like to go ahead as huge projects are 
an easy source for pilfering public funds. We 
should also remember that heavy fixed capital 
can be a source of self-destruction Can we 
hope that sanity will prevail 7 
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Is Sardar Sarovar Financially Viable? 

KKOza 


Sardar Sarovar is financially unvtable, with costs having escalated 
because of the huge delays and the authority’s attempt to raise funds at 
heavy interest cost putting the project in a debt trap . 




and EmergingGiobalTi'adeRejpme 


K Ravi Srbntons 

Sustainable agriculture is not another technological fix, but involves the 
nurturing and protection of biodiversity and encouraging diverse 
agricultural practices which are ecologically sound L The new trade 
regimes, and dominant trends in biotechnology are emerging as 
potential threats to sustainable agriculture . 


THE need (o increase food production to 
meet the needs of increasing global 
population without irreversible and adverse 
ecological consequences is obvious. The 
emphasis on sustainable agriculture that 
would enhance food production without 
destroying the environment has been made 
by various reports. Although there is no 
consensus on what exactly is meant by 
sustainable agriculture one can refer to the 
following definition as an example: 

Ahemativeagriculture is any system of food 
orflber poduction that systematically pursues 
: the following goals: More thorough 
ificotporation of natural processes such as 
nutrient cycles, nitrogen fixation, and pest- 
predator relationships into agricultural 
production process; Reduction in the use of 
off-farm inputs with the greatest potential 
to harm the environment or the health of 
fanners and consumers; Greater productive 
use of the biological and genetic potential 
.Of plant and animal species; Improvement 


fey genetic transformation in various crops 
are cited as practical examples. Similarly it 
was expected that applications of 
biotechnology would result in reduction in 
the quantity of chemicals applied in 
agriculture and environmentally benign and 
safe alternatives would be developed. For 
example microbial inoculants can be used 
as biocontrbls and would be good substitutes 
for chemicals. Biological nirotrogen fixation 
was identified as another promising 
application, particularly in developing 
nations. Now this is considered as a 
Mwindlin^dream*. 

But whether developments in bio¬ 
technology will necessarily resujt in less 
energy and chemical intensive agriculture is 
a controversial issue. In the US and elsewhere 
research is being done on developing varieties 
that are heribicide tolerant. Many mqjor 
agrochemical MNCs are involved in this 
research in crops as diverse as tomato to 
alfalfa. Besides universities, many seed 


moreen infflusy wwhiWI* muHopgninens | 
isBocJranpcintiremono cultural perepeettw 
of the biotech industry. 

Michael Hasten argues that patent 
influence the voy direction of pestcaabo}. 
research and the. emphasis it non oh ■' 
profitable products add patents (2J. The: 
growing concentration in the global ’teed'': 
industry and tte elimination of many steal}' 
and family owned companies op account 
ofcorporate takeovers and buyoutiis Hlcely 
to ensure that in future a dozen or, so . 
multinationals will dominate and direct the 
research and development in biotech: ’ 
According to Hindmarsh, “The ultimate • 
danger of increased reliance on corporate 
r-DNA crop regimes is that eventually there 
will be few alternatives to genetically 
engineered food. Partners who want to buy 
open-pollinated seed will findit increasingly 
hard to do so. Consequently, the current 
trend of farmers switching to ecological 
methods of farming, like permaculture, 
organic and biodynamic farming could be 
seriously retarded” [3], 

A patent on a plant containing a gene 
resistant to phosphinothricin, an active 
component of Basta has been given. Basta, 
a herbicide produced by Hochest is notorious 
for its power to kill anyhting green. 
Researchers found a gene that could 
withstand Basta compound phosphino* 
thridn in bacteria. Hochc* has claimed 
patent rights for not only the gene but also 
for all transgenic plants with this gene. The 
patent rights are claimed for 20 years for 


of the match between cropping patterns and 
product! ve potential and physical limhatiotts 
of agricultural lands to ensure long-term 
sustainability of current production levels; 

- and profitable and efficient production with 
emphasis on improved farm management 
and conservation of soil, water.energy, and 
, biological retpurcea (1] 

But sustainable agriculture has become a 
catchword and is used to. indicate very 
' different things by various actors and 
agbncies. Bver since the FAO-Netherlands 
: conference dn Sustainable Agriculture and 
:• Ratal. Development held in. 1991 it has 
aturaciiMtheaftentiireoffeiuiy UN agencies. 

! However a detailed anaiysu of this [issue is 
beyond die scope of.this arttote.* 

: The potential of biotechnology for 
sustainable agriculture hat been widely 
ditCtttaed.Por example biotechnology could 
be uaadfct genetic improvement of crops,', 
transfer of genes with' specific properties, 
diseate feagnb*i*,deveiaplng plants snore 
to diverse ecological conditkmt, 
etc, ABsHptstodevelop rice verities retistaat 
to tUftfro disease, disease resistant cultivate 
ofpH^aya,devdcpingvin^diseasere*ittance 


companies, including the ones acquired by 
agrochemical companies are involved in this 
research. This is expected to benefit the 
agrochemical companies and seed companies 
than the farmer or consumer. For example 
with the development of attrazine resistant 
soyabeans, three times as much attrazine 
could be applied without damage to 
soyabean crop. If; such crops are widely 
used the exchange of herbicide tolerant 
genes between domesticated crops and their 
weedy relati ves could necessiatemore use 
of herbicides for controlling herbicide 
resistant weeds. 

It has been pointed out that widespread 
use of Bt (baciluusfhuringiensis)contaimng 
crops and microbes could pose a very 
significant problemnccelcrated resistance to 
Bt. ft is feared that w resistance develops B t 
would no longer tip a safe and effective 
biocontrol agent, $fhile developing virus 
resistant crops nug^ieduce use ofchemieal 
insecticides and lopes dueto viPu attacks, 
in thblong-term. ifJpruses weretodevefop 
resistance to vims genes mcorporatedin 
virus resistant crops these crops would be 
, once more vulnerable tovirus attacks. These 


the seed and following generations. Since 
nowadays biotech MNCs are involved in 
strategic alliances and joint research and 
development activities across countries it 
is possible for Hochcst to develop various 
transgenic crops resistant to its other 
products also. 

Martha Crouch questions the widely held. 
notion of knowledge being neutral and argues 
that values in science reflect the values of 
dominant culture. According, to her, 
sustainable agriculture is not compatible with 
most of the research beingpromotedin basic 
biology, particularlyin cellular and molecular 
biology and information from ecology, 
sociology, anthropology is vital. She prefers 
public funding In basic sciences in areas 
“withpredictableippiicability to sustainable 
agriculture than to biotechnology”. She 
provides a thought experiment to illustrate 
the inadequacy of. wre application of 
techniqimof|eaci^cp ■ 

a solution. Ttequestion it would ij be 

more lysieneas.a solution to protein 
malnutrition among children ip. an area 
where they get aft their protein from rice 




wiMldtstl iMMbr l«swmNt 
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tetter option would include system-level 
research into issues like past food habits, 
changes in production technology, etc A 
system-level change like an increase in 
legume production could result in improved 
soil fertility, interventions in the pest and 
pathogen cycles, increased rural employ¬ 
ment, etc Application of genetic engineer¬ 
ing needs specialists and experts besides 
a specialised infrastructure and other 
facilities, which makes it unsuitable in many 
developing nations [4] 

But biotechnologists mostly study 
problems in isolation and often technical 
solutions like inserting a gene, isolation of 
a particular gene, development ot new 
varieties and products, etc Sustainable 
agricultural systems are much more complex 
and interactions among various components 
play a crucial role As in traditional 
agriculture, solutions are designed in such 
a way That the system as a whole is not put 
to severe disruptions That is why most ol 
the sustainable agricultural practices cannot 
be just copied and adopted elsewhere For 
, example a biopest control method m Ghana 
may not work in Chile So what role can 
biotechnology play in such systems 9 Wes 
Jackson concludes that there is no need to 
include biotechnology in the sustainable 
agricultural vision For him there is much 
to learn from nature and farmers tn 
developing elegant and ecologically sound 
solutions [5] “A fuller understanding ot 
biological and ecological interactions, 
nutnent cycles, and management systems 
geared toward sustaining and maximising 
on-tarm resources is often prerequisite for 
a successful transition to an alternative 
system” To what extent research would be 
helpful tn getting a ‘fuller understanding’ 
ts a moot point Critic*! argue that the 
reductionist scientific paradigm is unsuited 
to understand complex web ot interactions 
and cycles It has been pointed out that 
unlike conventional agricultural research, 
alternative farming research must "include 
the interaction and integration of all farm 
operations and must consider the more 
comprehensive goals of research 
management, productivity, environmental 
quality and profitability with government 
support. Only a limited amount of research 
has taken this comprehensive approach” 
{Alternative Agriculture , p 135) 

Is such research possible, when the 
biotechnology industry is very keen on 
intellectual property rights and invests 
millions of dollars m research projects that 
would result in products like bovine growth 
hormone, herbicide resistant crops, etc 9 The 
dominant paradigm ot research and 
development is suited to monocultures and 


fjMM martlet* and not te participatory 
technology development or to development 
of technologies and processes that would 
reduce the demand for external inputs, 
particularly the chemical inputs But when 
the annual R and D budget of a multinational 
tike Monsanto exceeds the total R and D 
budgets ot many countries tn Latin America, 
what else can we expect 9 In fact MNCs 
would use the term sustainable agriculture 
to further their interests by claiming that 
such products are eco friendly What is 
needed is a totally different approach to 
design processes and technologies, that 
would put the interests of farmers and nature 
before the interests ot MNCs 

The provisions relating to Trade Related 
Intellectual Properties (TRIPS) recognise 
plant breeders’ rights but make no specific 
mention about the rights ot farmers, while 
introduc f ion of patent s regt me or a sut generis 
system or a combination ol both tor 
protecting plant breeders* rights is a must 
The same would he reviewed after four 
years Plant breeders' rights are now being 
defined in such a way that the farmer has 
very little control or rights over the seeds 
as exempli tied m the Asgrow Seed Company 
vsWmterborercasc Recent trends in Europe 
indicate that while European Commission 
might provide tor farmers' privilege under 
PBR regulations, saving seeds of plants 
protected by an European patent could be 
prohibited In the US the seed industry lobby 
wants the Congress to enact a law that would 
be compatible with the UPOV 1991 
Convention Australia is also likely to enact 
a similar law 

According to OECD report on biotech 
nology, agriculture and food "With the more 
or less simultaneous transformation of com 
in 1990 by most of the feuding players, the 
range ot crops susceptible to gene 
modification now includes major cereals, 
and oil field crops with barley and wheat 
likely to be included in the near future Crop 
transformation on the basis of genetic 
engineering is theielore no longer a barrier 
The question is rather the uses to which 
modification will be put ” 

A report by UNCTAD also indicated of 
the same trends and had warned of the 
implications ot the same tor developing 
nations In fact the UPOV Convention ot 
1991 leaves it to the countries to provide 
tor farmers’ exemption The scope of plant 
breeders' rights is not only enlarged by 
extending the definition but also by 
introducing the concept of essentially derived 
variety When combined with this notion the 
broad-hated patent claim*, (e g. as m the 
ahovementioned patent claim by Hoechst) 
could ensure that virtually every useful gene 
is privatised and ts brought under the 
onwershtp of a few MNCs TheTrade Related 

i 


Investment Measures and tdhrt|myisions 
are helpful to MNCs as nature stems cannot 
impose many restrictions on their activities 
and investments. There are no global rules 
to govern the conduct of MNCs and this sad 
fact is acknowledged by UNCTAD's World 
investment Report 1993 . 

Genetic diversity is crucial for sustainable 
agriculture The contribution of farmers in 
protecting, preserving and managing this 
crucial resource is hardly recognised by 
PBRs PBRs recognise only the formal 
sector while the fruits of the informal 
innovations are appropriated by the formal 
sector In fact there is a need to strengthen 
the ihformal innovation mechanisms and 
to encourage them. Since the indiscriminate 
promotion of modern varieties has been 
disastrous for genetic diversity, utilisation 
ot farmers' knowledge and experiences is 
crucial tor conserving biodiversity. 
Community-based management ot genetic 
and natural resources, mobilisation of 
farmers’ expertise are all the more necessary 
now than ever before 
Sustainable agriculture is not another * 
technical fix It has to have a different vision 
and value system, which are very different 
from that of agribusiness and modern 
agriculture It has to nurture and protect bio¬ 
diversity, encourage farmers* participation 
and promote diverse agricultural practices 
which are ecologically sound But dominant 
trends in biotechnology and new trade 
liberalisation regimes do not enhance local 
food sufficiency, nor will they result in 
belter and equitable distnbution of resources 
They are emerging as potential threats to the 
goals ot sustainable agriculture 

[This is a revised version of the article prepared 
for PAN NARC I am grateful to Ellen Hickey 
and Hope Shand for the opportunity The usual 
disclaimers apply ] 
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tent in Academia 


Straws from Winnipeg 

Ian J Kerr 


The faculty at the University of Manitoba waged a long and successful 
strike over issues of academic freedom and tenure last year. While the 
strike had its own local causes, the pressures that provided the broader 
context for it are growing throughout the world - the trend toward 
privatisation and government under-funding of education, neo¬ 
conservative policies, and attacks on public institutions. 


THE University of Manitoba Faculty 
Association (UMFA), the certified barg¬ 
aining agent for over 1,100 full-time faculty 
members and professional librarians at the 
Uni versity of Manitoba (U of M) t Winnipeg, 
Canada began a legal strike on October 18, 

1995. A tentative settlement on the major issues 
was reached at 4 00 am on November 9, and 
the members of UMFA voted to accept the 
settlement the evening of the same day 
Classes resumed on November 10. The 23 
days* strike was one of the longest in 
Canadian university history, it was also one 
of the most bitter given the attack on academic 
freedom and tenure that triggered the strike 
plus the bellicose statements that originated 
from some members of the university 
administration during the strike Theweather 
also made for a bitter strike because winter 
in the form of considerable snow and sub¬ 
zero temperatures came early to Manitoba 
in the autumn ot 1995 The Manitoba strike 
had its own local causes and manifestations, 
someof whicharediscussedbelow However, 
the pressures that provided the broader 
context for the strike are present throughout 
the world Others - in India, the UK, the US, 
Australia, indeed anywhere EPW is read 
(just about everywhere) - who face similar 
problems may therefore be interested in what 
happened at Manitoba, and why it happened 
Some may wish to read this account in 
a more detached frame of mind as an 
interesting example of a rare phenonu non 
(at least in North America) - a stnke by 
academics Faculty unions are about 25 years 
old in Canada (UMFA was the second to 
be certified in English-speaking Canada) 
The first and still the longest faculty stnke 
in Canada took place at Laval University in 
Quebec City in the mid-1970s 1 Since that 
time ISotherstnkcshaveoccurred, of which 
only the UMFA stnke and one other lasted 
23 days Detachment, however, should not 
blind one to the realities of one's own 
situation It is my observation, as an historian 
ot labour and as one long-active m his union 
(although my involvement in this particular 
dispute was limited to picket-line duty), that 
academics slowly come to realise that they 


are wage labourers, however privileged, who 
earn their living through the sale of their 
labour power Academics are even more 
slow to accept the need to act collectively 
and firmly In a more humane socio-political 
order collective action might not be needed 
(I emphasise the tentative 'might') and 
students would not need to have their studies 
disrupted However, m the dog-eat-dog world 
of market capitalism, those who labour must 
be prepared to act collectively or sink 
individually Strikes, after all, are about 
power, and only muddle-headed academics 
believe they have a higher calling in which 
unions and collective actiop have no place 
As long as we have capitalism we need 
unions, indeed, although 1 am a socialist, my 
knowledge ot history also tells me to be 
profoundly distrustful of socialists who come 
to assume that democratic unions are not, or 
will not be, needed in democratic-social states 
It required a clear-thinking, profoundly 
(in the dual sense of deeply committed and 
thoughtful) conservative member of the U 
of M's economics department to make the 
relationship between the UMFA stnke and 
the market economy clear to a government 
(if it was listening) which preaches the virtues 
of the market but wants to muzzle labour, 
to a public continually fed the line that the 
public sector is overpaid, often unnecessary 
and certainly without the right to 
inconvenience anyone, to those students who 
gave little thought to any ot the issues other 
than the disruption ot their classes, and to 
his fellow stnkers and non-stnkers He 
observed in a letter to a Winnipeg newspaper 
during the strike: “Going on strike is a 
capitalist act likebuymg shares, advertising 
merchandise, hiring and firing workers ""In 
a capitalist democracy strikes are, and must 
be, allowed Students and other innocent 
victims of stnke abbon are quite intelligent 
enough to see that this is part of the pnee 
they have to pay for the substantial lifetime 
benefits ot capitalism and democracy ” 2 
Professor Waterman was correct although 
overly optimistic in his belief that others 
understand inconvenience as the pnee they 
must pay for the benefits of democratic 


dapM&tftL IMty ‘Ifoe 
keen to use governments to curb unions h 
the search for cheap, tractable workforces 
The only effective work action academics 
can take is to Stop teaching This is the 
unfortunate reality It is only when the 
teaching year was jeopardised that UMFA 
began to make progress at the bargaining 
table My impression is that UMFA dunng 
the strike was sufficiently successful in 
getting itssideof the Story (through handouts 
and advertisements - press coverage was not 
balanced) across to students and to the public 
to achieve grudging acceptance Most 
undergraduate students did not actively 
support the stnke, but (especially because 
it was clear that the stnke was not about 
salary levels) most were not overtly hostile 
- the position of the student union president 
and the occasional attempt of student dn vers 
to run down pickets notwithstanding 1 
Graduate students, working more closely 
with the professonate, were more actively 
supportive ot the stnke 
The immediate cause ot the stnke at 
Manitoba was an attack on academic freedom 
and tenure Essentially, the administration 
sought the ability to downsize the university 
through, among other measures, the unilateral 
nght of management to discontinue (the 
euphemism tor lay-off) any individual, 
tenured or not Theadmimstration's position 
on individual discontinuance, only reluct¬ 
antly abandoned late in the bargaining 
process, represented a clear threat to academic 
freedom since, in the disguise ot redundancy 
and/or financial necessity, those who spoke 
out against the administration assumed 
unpopular political positions, or criticised 
vested interests in the province, could have 
been let go UMFA sought a more collegial 
downsizing process m which, among other 
procedures, faculty bodies would play an 
appropriate role many decisionstodownsize, 
checks, balances and accountability would 
be ensured, and, crucially, the individual 
would not be the level at which redundancies 
would be declared The stnke was about 
power - the power to make decision central 
to the future of the university What UMFA 
gains most from the stnke is a decision-making 
process in which the demand ot management 
to be able to act unilaterally is denied 
Salary levels were not a central issue 
Most UMFA members early on indicated a 
willingness to take salary reduction in order 
to maintain the financial stability ot the 
university These will be taken in the form 
of non-teaching days off without pay m year 
two (six days) and year three (five days) ot 
the new contract. The eight unpaid days 
proposed for the first year of the contract 
were removed from the bargaining table at 
the last moment - a concession extracted by 
a determined UMFA bargaining team from 
an administration reluctant to count strike 
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' nays B pan onno unpaid otyi uiynvw 
of the new contract Unfortunately, the scabs 
benefit from the latter agreement in ycarone 

wages 

nor will they be required to take debt days 
off without pay. Management rewarded its 
minions. 

However, if salaries per se were not the 
fundamental issue in die strike, the parlous 
state of U of M finances was. The U of M 
is in a difficult financial situation brought 
on by years of government under-funding. 
The situation will get much worse over the 
next few years. In the Canadian federal 
system, education is the constitutional 
responsibility of the provinces. However, 
through transfer payments much of the 
funding for post-secondary education (and 
health) has been provided by the federal 
government. These and other devices have 
been one of the fiscal mechanisms to reduce 
regional economic disparities between the 
have and have-not areas of Canada. Recent 
federal governments, however, have been 
reducing the federal commitment to transfer 
payments. The current ‘Liberal' government 
in Ottawa with its massive parliamentary 
majority is pursuing more vigorous, neo¬ 
conservative, public sector slashing policies 
than its more correctly named Conservative 
predecessor. The federal ‘Liberals' plan a 
major reduction in transfer payments in 
1996-97 that will disproportionately have 
impact on have-not provinces like Manitoba. 
Meanwhile, in Manitoba itself a provincial 
government conservative in name and action 
has no inclination to ameliorate public sector 
difficulties brought on by its own and the 
federal government’s fiscal policies. Indeed, 
with its unthinking, blinkered, privatisation 
is better, market-is-all orientation, the 
Manitoba Tory government has little interest 
in protecting the public sector. It neither 
understands nor values much of what it is 
that universities do. And it especially has 
little time for the non-applied, liberal- 
scientific education a student receives in the 
arts and science curriculum. During the 
strike the premier of the province called the 
0 of M a “mandated irrelevance" during an 
exchange in the legislative assembly. 4 

I could go on about the Manitoba and 
Canadian situation but that is not the centra! 
goal of this article. 1 suspect that the reader 
will have noted in the above paragraph a 
description of a context that, suitably 
modified, fits the situation faced by your 
university. Government under-funding of 
education, neo-conservative policies and the \ 
attack on public sector institutions and 
employees are common throughout the 
world of EPW readership. The main 
difference is the intensity and longevity of 
the attack, and thus the severity of the crisis 
reached to date varies from locality to 
locality. 


What makes the Manitoba situation 
interesting is that we moved rapkfly to a 
situation of severe crisis; we are, in a sense, 
a particularly nasty version of the future 
many of you face. The Manitoba strike, in 
its most fundamental sense, was about how 
to deal with current and future financial 
diffiailtitf.Theadminist^ 
on by the government and by government 
appointees on the U of M’s board of governors 
(thechairoftheboardisthesonofaprovincia] 
cabinet minister) was to emphasise the 
unilateral right of management to make 
whatever downsizing decisions it thought 
necessary. The administration precipitated 
the strike. As is often the case in labour 
disputes, theinitiativelay with management. 
UMFA reacted to unacceptable changes 
proposed by the U of M administration and, 
when negotiation proved fruitless, struck. 

The strike, called after a secret ballot in 
which over 70 per cent of the membership 
voted to do so, only took place after 10 
months of fruitless attempts ‘to bargain’ 
with an intransigent administration. The 
administration did not expect UMFA 
members to strike - we have, after all, failed 
to strike in the past. Once the strike began 
the U of M administration - and behind them 
the provincial government - did not expect 
the strike to last. At one point an anything 
but neutral government said it would appoint 
a mediator only if UMFA members first 
went back to work - thus effectively breaking 
the strike. UMFA rejected that position, the 
strike was prolonged, and a reluctant 
government only unconditionally appointed 
a mediator (who proved to be instrumental 
in bringing the strike to a negotiated end) 
late in the dispute when it was clear the strike 
was not crumbling. 

Throughout the dispute UMFA made it 
clear that it wished to mitigate the effects 
of the strike on students and others as much 
as possible. Fellowship ranking committees 
continued tomeet, letters of recommendation 
continued to go out, and consultations with 
graduate students and advanced under¬ 
graduates continued to take place. On the 
research side, strikers with ongoing 
laboratory experiments were permitted to 
cross picket lines in order to monitor their 
experiments. These two issues- student well¬ 
being and ongoing research programmes - 
are the two major concerns of academics 
when strikes are contemplated and under¬ 
taken. UMFA attempted to address these as 
best as circumstances permitted. 

The university administration, recognising 
that to stop experiments would destroy 
months or years of research work (and with 
it the research reputation of die university), 
didnot declare a lock-out. University strikes 
are complex in a number of dimensions and 
tactics, even the tactics of management, have 


to be adjusted accordingly . In some {acuities 



deans hired replacement workem to teach 
courses; in many others they did not. It is, 
of course, the significant reduction in teaching 
that makes an academic strike effective. 
Some courses continued to be taught at 
Manitoba by scabs or by non-union 
instructors teaching on individual contracts. 
Members of the latter group could have 
been disciplined had they failed to teach. In 
a few anomalous cases striking UMFA 
members who had accepted overload 
teaching for an extra stipend found 
themselves required to teach their overload 
courses even though they were not teaching 
the courses in their regular load. Regardless, 
teaching in most faculties wasdeeply reduced 
and that is what made the strike effective. 

What was most remarkable about the 
Manitoba dispute - and what may hearten 
people in similar positions elsewhere - was 
the extent to which a diverse group of men 
and women, reluctant and inexperienced 
strikers all, found the organisation, resolve 
and solidarity to continue the strike in the 
face of an antagonistic government, a hostile 
press, public opinion at best indifferent, a 
bellicose management, a student union 
president who allied himself with manage¬ 
ment, some antagonistic ‘colleagues’, and 
adverse weather. Among the antagonistic 
’colleagues’ were some UMFA members 
who never struck and others who went back 
to work after a few days. The latter group 
helped to prolong the strike by giving false 
hope to those who expected the strikers to 
cave in quickly. The local press gave 
disproportionate coverage to three vocal non¬ 
strikers and thus created the false impression 
that significant disunity existed within the 
ranks of UMFA. To the contrary, support 
for the strike remained at roughly the 70 
per cent level overall throughout the 23 days 
with some 55 per cent of the membership 
actively engaged in various strike duties. 
Indeed, one of the most impressive mass 
demonstrations of the entire strike occurred 
on day 20 when some 500 UMFA members 
ringed the rather large building that houses 
the bloated bureaucracy that is the U of M’$ 
central administration. 

The support for the strike, however, varied 
greatly from faculty to faculty: at least 75 
per cent to 95 per cent in arts, science, social 
work, human ecology and education, to 30 
per cent or. lower in faculties like 
management, architecture and agriculture. 
These kinds of divisions - the academic 
version of the segmented workforce whose 
internal divisions makecombination difficult 
-will be common to many university settings. 
Certainly a theoretical and practical problem 
for students of academic unionism is to 
identify the sources of these divisions and 
to develop strategies to overcome them. 

Reluctant strikers though they were the 
university teachers and professional 
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librarians o! UMFA quickly learned to 
organise and sustain the strike once ft began 
UMFA has along tradition of democratic 
unionism m which elected presidents and 
their executives hold office for one year only 
and very rarely tor more than one year The 
lour person permanent staff competent and 
deeply appreciated though they are, are 
clearly subordinate to the elected bodies of 
the union In short, UMFA was not fully 
equipped organisationally (except in one 
crucial respect discussed below) to strike, 
indeed, almost to the last moment many 
believed we would not have to strike 
October 18 therefore came somewhat as a 
surprise, but within days an impressively 
effective strike organisation was in place 
pickets maintained at the lout road entrances 
to the university and at the downtown campus 
of the medical faculties in two-hour shifts 
Monday through Friday from eatl> morning 
to early evening and from noon to 5 p m 
on weekends phoning trees put in place that 
enabled all members to be contactcd quickly, 
mechanisms for the distribution of strike pay 
established press releases, picket line signs 
and information pamphlets, newsletters and 
press communiques issued daily or as needed 
advertisements placed in local newspapers 
to piovtde an unedited outlet for UMFA s 
positions a media watch created so that 
particularly hostile statements on 1V or radio 
were quickly responded to lood and coffee 
made available to the volunteers, e-mail and 
the internet used to contact members, 
establish a w w w site and to elicit support 
from academics aiound the world Links 
with organised labour in Winnipeg 
especially public sector unions were 
strengthened and the support ol the union 
movement was freely given Membcis of other 
unions |Oincd the UMFA picket lines A strike 
in short requires a wide range ol activities 
and the organisation to sustain them this 
UMFA quickly tame to have ITic prolessional 
librarians ptoved particularly adept at the 
organisational aspects of sinking UMFA is 
lortunatc to have them within the union 
Ihe UMFA leadership headed by its 
president - the proverbial mild mannered 
mathematic ian whose moderation and desire 
lot a negotiated settlement helped to convince 
many among the UMFA rank and tile that 
strike action in the face ol admimsuative 
intransigent c w as the only option - skilfully 
led the union through the many facets of 
the strike and the roller coaster ride of 
optimism and depression While the strike 
continued, the excellent tour-person UMFA 
bargaining team had to continue to face the 
management team in the effort to negotiate 
a settlement an effort that required substantial 
back up and considerable resources 
. The Canadian Association of University 
I cathcrs (CAUT)gave UMFA major support 
during the strike CAUT helped to organise 


support for UMFA across Canada and 
beyond The CAUT seconded a professional 
officer to UMFA tor the duration of the 
strike, and the CAUT president and the 
executive director made visits to Winnipeg 
during the stnke to provide support and 
advice Delegates from faculty associations 
across Canada joined UMFA picket lines 
U is hard - almost impossible - to mount 
and to sustain a stnke without appropnate 
financial resources Stnkes cost a lot of 
money Inthisrcspect UMFA was reasonably 
well prepared Over the years UMFA had 
deliberately created an emergency fund of 
nearly $ 2 million This piovided the money 
lor the stnke headquaners salaries for the 
union's staff stnke materials ads and so on 
U also provided money to the university to 
pay the benefits package (pension 
contributions supplementary health etc) ol 
the strikers, to pay strike pay during the first 
week and subsequently to provide top-up 
stnkt pay after the CAUT Defence Fund 
payouts per the fund s rules became 
available on the eighth day of the stnke The 
CAIJ7 Defence Tund stood at $ 9 2 million 
prior to the payments to UMFA This tund 
was created in the aftermath of the Laval 
strike ol the mid 1970s and has as its 
membership most of the unionised faculty 
associations in Canada (not all CAUT 
members are unionised) Each union pays 
into the tund and, when on stnke receives 
Defence Fund allowances of $37 per day lor 
each member in the local union whether the 
individual member is on strike or not 
UMFA received ovei $43 OCX) a day from 
the Defence Fund from day eight of the 
strike through day 23 An additional and 
much ipprccidted source of fund was the 
donations of money that came directly to 
UMFA from faculty associations across 
Canada Overall UMFA managed to finance 
the stnke well and was able throughout to 
provide $ SO a day strike pay to each member 
who struck plus additional emergency funds 
to members in particular financial distress 
Academic unions in other junsdictions 
need to consider their hrnncial position 
closely before taking strike action As 
university managersbunnu moreconfronta 
tional (public sector managers pul so little 
on the line themselves that they have no 
personal stake in speedy si dutions) academic 
strikes are likely to become longer Unions 
have to have financial resources to meet that 
challenge Since it is hard to save enough 
money lot ally national strike lunds like the 
CAUT Defence Fund must be created to 
offset the tremendous financial advantage 
public sector employers have 
The ratification of the new UMFA/U ol 
M contract has not and will not usher m the 
millennium Substantial concessions were 
made However, UMFA members believe 
that, m the face of considerable odds and 


they fought and won a battle (the war is 
another matter) of importance to academics 
everywhere In response to shrinking 
budgets, university administrators and boards 
of governors in many places seek more 
managerial rights * an unthinking and 
counter-productive response to what should 
be a shared problem mutually addressed 
Universities, it is said, a to businesses and 
should be managed accordingly Academic 
freedom it is said, is an outdated notion 
tenure is an unnecessary obstacle to 
administrative flexibility Those of us who 
struck at Manitoba arc not opposed to change 
but we do not agree that academie freedom 
is not needed, tenure unnecessary or that 
universities should mindlessly mimic the 
world of corporate business We do believe 
in collegiality - a value that has taken on 
palpable meaning for us after the expei rente 
of the strike and in academic freedom 
1 he Manitoba cxpcncncc may be useful 
to others The issues were clear c ut and ot 
fundamental significance Unionised tea 
chcrs and librarians *n other universities and 
colleges may be encouraged by what UMFA 
did Administrators may pause to think about 
the consequences ot the attempt to asset t 
unilateral powers Unions and admims 
(rations may seek accommodations before 
23 cold days in Manitoba (or very hot days 
elsewhere) have to be replicated in othci 
jurisdictions Cutainly m the Canadian 
context the L ot M stnke may prove to be 
a defining event whose course and outcome 
will influence one hopes positive!) what 
happens across the country in the late 1990s 
It may also be ihat nco conservative 
governments will retaliate and use state power 
to crush faculty unions m C anada We shall 
see Regardless, for this participant observer 
at least, the assertion by UMFA members 
ol their collective agency was encouraging 
The academic faculty and professional 
librarians at the University of Manitoba 
demonstrated that through collective action 
they could help to shape the future ot their 
university 

Notes 

1 Ongoing difficulties between Quebec and other 

parts of Canada notwithstanding the Lival 
union provided generous financial support to 
UMFA in the recent strike Our comrades ai 
Laval understand well the need tor the 
solidarity of labour 

2 Anthony Waterman Remedy a dose ot 

lommon&ense WumipeftFreePiew October 
25 1995 p A 11 

3 At the U of M student union (UMSU) officers 

tend to be elected by a small number ot 
students The student union president a voting 
member of the university' s bo&d of governors 
largely adopted the positions of management 
during the stnke 

4 CAUT Bulletin Vol 42 No 9 November 

1995. p 5 
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Political Situation in Kashmir 
Duped by Media and Government 

Gautara Navlakha 
Rita Manchanda 
Tapan K Bose 


While elections in the Kashmir valley were held in the massive presence 
of Indian army and tbeats of renegade militants, across the border, 
parties refusing to owe allegiance to Pakistan were disqualified from 
contesting the elections in Azad Kashmir In both countries the media 
has become an accomplice of the respective governments in 
misinforming people 


WE visited the valley two weeks after the 
recently organised parliamentary elections 
Election reportage by both Indian and foreign 
media reported that force was used to get 
the people to vote They documented cases 
where security forces along with the 
reformed (whom the Kashmiris call 
renegade ) militants descended on villages 
and city suburbs in iht valley before dawn 
compelled people to go to the polling booths 
and return with the pi oof of having voted, 
i e the indelible ink mark on their (mgeis 
There were news reports of protests by 
Kashmiris in Srinagar and othci towns ot 
the valley A tew journalists had even 
reported how the army and security forces 
did not allow them to take photographs ol 
protest rallies or interview people who were 
participating in such rallies on the polling 
day in Anantnag and Sunagar In village 
Muchpora in Anantnag district a group ot 
presspersons had seen voters raise slogans 
tor A/adi even while standing m the voters 
queue under the watchful eyes oi the CRFF 
personnel 

We learnt that in some ot the border areas 
particularly in Baramula and Kupwaraeven 
those who were not on the voters* list were 
forced to go to the polling booths on election 
day The army or other security forces had 
set up para! lei booths near the official polling 
stations where the non voters were made to 
line up and receive a ‘No-vote* rubber stamp 
on their forearm after verification from a 
member of the secunty force or army The 
security forces who went to the villages to 
round up the people for election had made 
it clear to all that those who returned without 
the indelible ink mark on their fingers or the 
rubber stamp on their forearms, would be 
regarded as enemies of India 

Interestingly, m less than two weeks of 
having published news reports of massive 
useof force by the army, secunty forces and 
the army sponsored candidates - the so- 
called gun-toting reformed militants, most 


Indian newspapers started praising the 
Jammu and Kashmiradmimstration, the army 
and the secunty louts for having held a 
peaceful election in the valley They 
declared it as the beginning of the democratic 
process in Kashmir and the people s rejection 
ot militancy and Pakistan Some of the 
editorials, while accepting that force might 
have been used to get the Kashmiris to 
participate in the election, claimed that the 
actual process ot voting was fair How else 
could the candidates put up by the army 
sponsored pro-India militants have lost, they 
argued A confident senior official of the 
state administration was magnanimous to 
concede that thctc might have been cases ot 
use ot force but according to him these were 
minor aberrations 

The governor ot Jammu and Kashmir 
K V Krishna Rao in an interview with the 
Indian Express (June 23 1996) dismissed 
the reports of use of force on election day 
as propaganda by pro Pakistani elements 
Commenting on the reports tiled by the 
Indian and foreign journalists hesaid, 'Some 
ot the journalists coming from outside stay 
at Ahdoos’ Hotel and get influenced by 
some local journalists who have a well knit 
organisation’ The complaints of the 
Kashmin voters to the visiting presspersons 
about the use of force were explained away 
as statements which people made to protect 
themselves from the wrath of the militants 
who had issued a boycott election call 
Obviously the Governor does not have faith 
in the professional integrity of press reporters 
What is strange is that in this case even the 
editor> of most Indian newspapers decided 
to ignore the eyewitness accounts tiled by 
their own journalists while writing the 
editorials and eo nments 
When we asked leaders of the All Party 
Humyat Conference to comment on the 
parliamentary elections and the current 
political situation they said that the Indian 
state had the power to do anything It could 


even create democracy through faflofc When 
we pointed out that about 40 per cent of die 
voters had participated in theelecftonsdtfspite 
the boycott call they asked us to find out 
as to why people participated m the vote, 

CAIHUWNG AN EukCTORATB 

The positive review ot the parliamentary 
elections seems to have obscured the tau 
that these clec lions were held under massive 
deployment ot force According to reports, 
five divisions of Indian army are deployed 
in Jammu and Kashmir Of these the 15 
corps comprising two divisions and one 
battalion art engaged in anti-insurgency 
operations in the valley In addition half of 
185 000 personnel of the BSP are deployed 
in the valley Furthermore about 1,500 
companies i c, 150 000 personnel of 
Rashtnya Rifles Central Reserve Police 
I orcc and the Indo Tibet Border Police 
have been engaged in the anti-insurgency 
operations Over and abovcthis75 000ti oops 
were called in and deployed in the 46 
assembly constituencies of Jammu and 
Kashmu According to the director general 
ol CRPF out ot the 487 companies of CRPF 
(48 700 personnel) sent to Jammu and 
Kashmir for election duly, about 250 Cos, 
i c 25 000 CRPF* personnel will be retained 
inKashmir(7/if Hindu June6 1996) Logic 
behind this massive lorcc deployment was 
to instill tear among the militants and overawe 
militancy What it succeeded in achieving 
was to strike tenor among the civilians I his 
force has been accused of commuting 
atrocities in the past six and a half years 
1 he enlirt valley is marked by the presence 
ol troops cither in bunkers on patrol at 
checkpoints watching monitoring making 
random searches of bags demanding to see 
identity cards It is a force that peiceivcs 
even the non-combatant Kashmiris with 
suspicion In other words this massive force 
was not a neutral force which could provide 
security or protect the electorate Recent 
incident reveals the relationship between the 
civilians and the forces Because of 
widespread public protest in Kupwara the 
J and K Police on Tuesday June 18 arrested 
an army soldier tor questioning It was 
triggered by the alleged rape ot a 17 year 
old Aisha Banoo in Langate town ot Kupwara 
district on the night ot June 16 The girl was 
recovered (romaravineby the villagers alter 
a long search The girl’s lather registered a 
HR (No 132/96) with the local police where 
he accused the soldiers loi abducting hts 
daughter while she was working in the farm 
and then raped The doctors treating the 
victim have contirmcd rape As is the norm 
the army has dismissed the allegation as 
canard and claims its own inquiries show 
that no such incident took place 
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||pte had to be ensured. Therefore* chief 
H0t&tion commissioner certified them is 
< fjbeAng ‘relatively’ free and fair ’under the 
■ dmimstances’. Corps Commander J S 
Dhillon claimed* ‘it was the duty of the army 
to encourage the voters to come out and 
vote”. Chief Secretary of the state Ashok 
Kumar speaking to us two weeks after the 
so-called elections said much the same: 
“encouragement was necessary”. 

Apart from massive force deployment in 
the valley some of the other measures 
undertaken show how this ‘encouragement* 
to people to vote, worked. Hurriyat leaders 
were placed under house arrest. Newspapers 
went on strike from April 18 protesting 
against government’s directive not to carry 
statements, press releases or interviews of 
the leaders of All Party Hurriyat Conference 
(APHC) as well as that of themilitant groups. 
In retaliation the Hizbul Mujahideen a mlitant 
group also issuedadiktat against publication 
of any government handout. As a result no 
local newspaperscameout. Even the Kos/imj’r 
Times, the largest circulation English daily 
of Jammu aqd Kashmir published from 
Jammu did not escape censorship. On four 


employ mem or imtpipnigwi- 
militants. Governor KrishnaRao is oh record 
having said, “We call them reformed 
militants. Everybody knows their role in 
decimating the Hizbul and the Haricat-ul- 
Ansar. Even politicians acknowledge their 
role” (Indian Express, June 23, 1996). 
Krishna Rao, however, is silent about the 
policy under which these ’reformed’ militants 
have been recruited into the service of the 
nation for ’decimating* the Hizbul in the 
valley. We do not know under whose 
authority and control these ’reformed’ 
militants function. It is an open secret that 
they have guns and other firearms. But no 
one is willing to state which authority 
sanctioned the issue of these firearms to 
them. 

These ’reformed’ militants who targetted 
militants and supporters belonging to the 
Hizbul Mujahideen v according to the people 
of the valley, soon expanded their activities 
to other profitable criminal enterprises like 
kidnapping for ransom, extortion, killing, 
and rape. There arc also complaints that they 
have kidnapped journalists and human rights 
activists. It is alleged that Jalil Andrabi. an 
advocate and a human rights activist, was 


inchidiilgthotewtohadtt 
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All pressreports indicate that the surrendered 
militants have not given Up their aims. • 

We were told of several specific instances 
where people who comphuned about the 
‘renegades’ to the authorities were tortured 
by the ‘renegades' in their protected safe 
homes and released after being warned to 
keep their mouths shut. People had stopped 
complaining to the BSF or CRPFor the JKP 
against the renegades. Because whenever 
these forces have taken action against some 
particular group of ‘renegades’ on the basis 
of complaints by local people, those very 
‘renegades’ later returned, sometimes 
escorted by a contingent of RR personnel 
and abducted the persons who had dared to 
complain. Someof them have never returned. 

However, encouraged by the state 
administration, army and a section of the 
Indian national media, these so-called 
‘reformed’ militants formed ‘political’ parties 
and put up candidates for the parliamentary 
constituencies. Kuka Parrey, the leader of 
Ikhwan Muslimoon, a so-called group of 
reformed militants was projected by the 


days copies of the newspaper were seized 
on arrival at Srinagar airport. Copies of the 
Chandigarh-based Tribune were also confis¬ 
cated by the security forces on two occasions. 

There was virtually no involvement of the 
local people in the conduct of the polls. At 
the polling stations there were only 10,000 
potlingofficials from outside the state. Offers 
to the employees of the state administration 
to regularise their services if they did election 
duty evoked poor response. At the polling 
stations there were no polling agents of the 
candidates. No identification was required 
for the voting as there was no one to identify 
the voters on behalf of the candidates. 

All this made the elections an exercise in 
rigging by the state. There was no need for 
the conventional type of “booth capturing 
and stuffing the ballot boxes with bogus 
votes” (which is done when one or the other 
political party undertakes to ensure victory 
for its candidates). The effort was directed 
towards compelling the people to come out 
and vote or face the consequence. In terms 
of choice there was hardly much to choose 
from. With the polls being boycotted by the 
APHC and the National Conference, only 
fee Congress, BJP and ‘reformed* militants- 
sponsored candidates were in the fray. The 
choice boiled down to choosing between 
candidates who play marginal rolein Kashmir 
to the baled renegades. 

Reformed or Renegade Militants 

Against the background of chuges of 
atrocities and gross violations of people*! 
rights levelled at the security forces, tj^ttse 
Of these forces to ensure free and fafr election* 


killed by them in March 1996. On July 8 
one of these government militants, J and K 
South Ikhwan, kidnapped 21 Srinagar based 
journalists for carrying reports critical of 
them. This came 24 hours after director- 
general of police, M N Sabharwal had ordered 
inquiry into the alleged use of police vehicle 
by these pro-Indian militants and for 
threatening local journalists a week back. 
These militants are said to be under the 
protective cover of the army and live in the 
camps of the Rashtriya Rifles (RR). It is 
claimed that some of them are protected by 
the BSF. Most of these allegations were 
admitted by government officials when we 
met them in the security of their protected 
offices and homes. Some even said that these 
‘reformed militants’ are controlled by the 
RR and the BSF. And that there is a rivalry 
between the two for hegemony. We were 
also told of the rivalry between the Military 
Intelligence (Ml) and the Intelligence Bureau 
(IB) in the valley. 

On January 28, 1996 the leaders of 
Congress, CPI, CPM and National 
Conference staged a ‘dhama’ in Srinagar 
demanding arrest of ‘renegades’ being 
sheltered by the government (Business 
Standard, January 29,1996). Just before the 
beghmingof the election campaign,Ghulam 
Rasool Kar, the Congress leaderof Kashmir, 
in * statement blame# the renegades for 
“creating a reign of terror in north Kashmir” 
and said that these groups were being 
‘patronised’ by the government and they 
were also being promoted by the official 
media. On the same day the special secretary 
Of the home mummy of India, V K Jam, 


official media and a section of the Indian 
press as the ‘next hope of Kashmir'. During 
elections these groups warned the people to 
come and vote tor their candidates or face 
the consequences. After more than six years 
of escalating violence it was impossible for 
any Kashmiri to refuse to come out and vote 
once they were asked by armed men to do 
so. The choice was between facing the wrath 
of the troops and the renegades or just doing 
their bidding. The only people who did not 
use force against them were the APHC despite 
having given a call for boycott of elections. 

The army and the security forces were also 
in a bind. An all too high turnout would have 
been ridiculed. Whereas less than 20 percent 
would not havecatriedcredibility. Therefore, 
areas were selected and people made to 
come out. Out of an average of 40 per cent 
who ‘voted’, about 7 per cent invalidated 
their votes. Rest did use the mandate rather 
than invalidating it. The choice was between 
criminals and non-gun carrying politicians 
who have played it safe during the past seven 
years. Given the disgust and fear of the 
‘renegades' the people chose the politicians 
such as Congress candidate, Ghulam Rasool 
Kar who have not won a single election so 
far. Most people we spoke to expressed their 
anger against the Indian government for 
having forced them to participate in an 
election in such a manner. They felt 
humiliated and guilty. 

Ironically, the ’renegades’ having lost in 
the poll* have levelled charges of fraud and 
rigging. On June l and 2, the supporters of 
J and K South Ikhwan Hilal Haidar who 
floated Awami Conference red Ikhwan ul 
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iti Anarttnag town when they Me out on 
the stmts protesting against counting of 
votes On June 2, five persons were lulled 
by the CRPF In Srinagar on the same day, 
1 and K police force went Into action against 
the supporters of the renegade groups who 
were attacking people and shops to avenge 
their defeat in the polls In fact, now that 
the elections are over these 'renegades* arc 
also angry They had expected the army to 
ensure their victory The army found itself 
unable to do that having antagonised the 
entire para-military ftorce and civil 
administration with their highhandedness, 
arrogance and patronage of the 'renegades* 
The rumour is that even the IB contributed 
its bit in the defeat of the reformed militants 

Significantly, Ikhwan Muslimoon and its 
political wing the Awami League, have split 
Umar Mukhtar, the so-called commander- 
in-chief of Awami League has removed Kuka 
Parrey from Awami League for anti-party 
activities Kuka Parrey has in turn expelled 
Umar Mukhtar and Javed Ahmed Shah from 
Awami League and Ikhwan Muslimoon 
Now there are two factions of Awami League 
and two tactions of Ikhwan Muslimoon 
Javed Ahmed Shah a leader of the anti-Kuka 
Parrey faction has appealed to the govern¬ 
ment to ‘honour commitments made to 
them** He apparently claimed that many 
who surrendered have rc-joincd the militants 
‘'alter they were made to lose the LS 
elections*' {Asian Age June 24, 19%) 

The 'success of the pailiamcntary 
elections has emboldened the forces to think 
in terms of holding assembly polls and predict 
the return of normalcy However, it is clear 
that if the assembly elections were to be 
held, the state administration, army and the 
security forces will once again recruit these 
groups in the so-called political process 
Many political parties are sending feelers to 
them to forge alliances 

What the APHC Leaurs Say 

Is the militancy over and the popular 
support for opting out of India ended* 7 While 
the surface calm would suggest that people 
have come round to accepting that Indian 
forces cannot be defeated militarily (this is 
also the view of most of the Humy at leaders) 
are they reconciled to returning to pre-1988 
status* 7 Shabir Shah pointed out that until 
1988 it was commonly held that Kashmiris 
want 'azadi* and expected that it would 
come to their doorstep Also that the 
Kashmins would never take up the gun, if 
they were given guns, they would keep them 
m the sun in the hope that the heat of the 
sun would set off the trigger Yet for more 
than eight years militancy has continued 
Shabir Shah said that through superior force 
Indian forces may contain militancy for a 
decad e or two but unlike 1988 the next 


Yatin Malik pointed out that popular 
support for militancy has not declined despite 
the terror of the security forces and the 
renegades protected by the army and BSF 
He said that there were reports of about 
10,000 militants and nearly 2,500 guest 
militants still operating in the valley He 
pointed to the fact that there were lesser 
number of encounters between the security 
forces and the guest militants, who were 
tougher fighters, than between the security 
forces and local militants He said that the 
security forces were more active amongst 
the civilians He recalled that Mast Gul had 
escaped from Chrar-e-Shartef after killing 
II soldiers in one bunker when several 
thousand Indian troops had surrounded the 
area and ostensibly bottled all the escape 
routes tor 39 militants holed up in the town 

He told us that soldiers were kept secluded 
by the British in cantonments away from the 
civilians precisely because they ware trained 
to inflict maximum damage He said the 
British never deployed the soldiers in such 
large numbers and for such long durations 
in internal security operations amongst 
civilian populations They knew that this 
would lead to brutalisation of both the forces 
and the civilians The atrocities committed 
by the forces have atlected every Kashmiri 
deeply So much so that despite heavy odds 
they have not allowed themselves to be 
cowed down They go about their work and 
are showing enterpnse and adeptness which 
can be compared with what the Palestinians 
m the occupied territories showed 

Kashmiris Ouiside the Valley 

One of the remarkable things that has 
happened is that the fruit trade which has 
become the main source of revenue for the 
state and on which sizeable section of the 
valley's population depends is today in the 
hands of the Kashmins The same is true for 
thecarpetandshawltradetoo Until militancy 
began this trade was controlled by traders/ 
agents from Delhi, Amrttsaror Jammu They 
visited the valley, bought theevop in advance, 
fixed the price, etc Orchard owners or local 
traders had little knowledge of the prices or 
forward trade in fruits Because of militancy 
these traders/agents had stopped coming 
Instead Kashmins were forced to take their 
goods to Delhi or Amritsar and negotiate 
pnees directly with the wholesalers In the 
past tew years new Kashmin middlemen 
have emerged who have set up shops in the 
Subzi Mandi of Delhi, They know what 
variety of cherry or apple would fetch higher 
pneein which partof India. They are opening 
retail outldks for their goods in cities as 
distant as Madras, Bangalore or Goa 

Yes, each time there is a bomb blast they 
are picked up, harassed, tortured, paraded 
before the press and thfown into jails But 
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told us, "we h4ve motialm dftmVves to 
this and know this is one way for police to 
extract money from us” Similarity, Oarpet 
and shawl makers are exporting directly and 
opening retail shops not only in India but 
also in the Gulf countries During summer 
months the flights are full of families 
returning home and in fact there are normally 
daily four flights from Delhi to Srinagar and 
on some days even five This has meant that 
more Kashmins are travelling outside the 
valley either with their goods or settling 
down in distant places 
Does this mean that Kashmins have given 
up their dreams 9 Every family in the valley 
is affected by the tyranny of the secunty 
forces They are exposed to the daily nuisance 
of maneuvenng past bunkers, soldiers on 
patrol, fear of 'cross-fire*, being visited by 
renegades,or some cocky junior officer, or 
simply having to show his or her ID it is 
constantly hammered home that they are a 
people living under occupation When 
outside, they are the first to be visited by 
the police or harassed by hoodlums of the 
RSS or SS or kept under surveillance of the 
IB and therefore reminded that they are 
aliens This only emphasises theirdifferencc 
and strengthens their desire to opt out 
What is more, while the Kashmin trader 
might have managed to replace the Indian 
traders from fruit and carpet trade as 
middlemen, they are aware of a deeper 
problem For instance, apple and walnut 
faces the threat of degeneration A walnut 
tree takes 30 years to mature and apple trees 
require constant replantation and improve¬ 
ment in variety Replantation and therefore 
regeneration has been halted As a result the 
well known amri vanety has more or less 
disappeared In fact, almost the entire assets, 
1 e, building and gardens of the horticulture 
department in district Pulwama (one of the 
main apple growing centres) have been 
occupied by the army, halting all research 
and development work 
Carpet production has declined between 
1991-92 to 1994-95 from 5,80,000 to 
3 f 76,000units respectively Pressure on land 
is also increasing with average land holding 
declining in 1990-91 to 0 83 hectares from 
I 00 hectare in 1980-81 According to the 
Jammu and Kashmir administration during 
the last five years the state government has 
acquired an additional area of 3,682 acres 
of land and handed it over to the army The 
after effects of government's tyranny wilt 
now be felt in thecoming years with declining 
production and declining prospects of 
employment for educated employed or those 
pushed out from land But there is very little 
development work in the state since 
substantial part of state resources arc diverted 
for uneconomic spendings 
More than a 1,000 private vehicles were 
brought into the valley for the polls Each 
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expenditure of Rs 35 iakhe per day hi 
tpation of assembly elections is an 
/Additional burden on the state exchequer. 

• During 1995-96 lammu and Kashmir’s total 
: expenditure was Rs 3,619 crore which was 
Rs 1,050crore higher than the previous year. 
Most of it has been spent on paying the wage 
bill of the government and security personnel 
of the state (Business Standard, July 2,1996). 

It is also against this background one has 
to assess the emergence of renegades who 
survive on extortion or a section of the 
militants who have taken to crime. They will 
not give up on their own. Whether the state 
administration compels them to lay down 
aims remains to be seen. As for the security 
forces, having tasted the privilege of being 
mailBfS accountable to none, it will prove 
difficult to rein them in. Interestingly, a‘ 
senior IAS officer laid a wager that J and 
K will be de-notified as a ’Disturbed Area* 
within six months. His own governor, 
however, laiddown aground rulcTor ‘elected 
tepmentatives* in an interview to the Indian 
Bepreu (June*23, 1996). He said that the 
elected government should not indulge in 
^populist refrains and condemn the army 
. andpara-military forces*'. This, hefelt, would 
hamper the tempo of anti-insurgency drive 
in the state and the army would not co- # 
Operate with such a government. It is worth 
recalling that the powerful special secretary 
handling Kashmir had announced that pro- 
India militants will be disarmed on April 16. 
Nothing came out of it. 

UF Government's Kashmir Policy 

The, United Front (UF) government which 
promised 'maximum autonomy' to Jammu 
and Kashmir is planning to hold an all party 
meeting next month (July) to quantify what 
the term ‘maximum autonomy' should entail 
(Times of Mia, June 26, 1996). After the 
Initial bum of enthusiasm, an all party meeting 
was called only to decide on the assembly 
elections! It is clear that the elections to the 
state assembly of Jammu and Kashmir will 
be held before winter. Apparently, most 
Indian national political parties, including 
: theCPl(M), are planning to participate in the 
elections to the J and K state assembly. 
National Conference leaderFarooq Abdullah 
has had several meetings with the prime 
minister and other leaders of the UF. Former 
prime minister V P Singh went to the valley 
and held discussions with Peoples League 
leader Shabir Shah and urged the centre to 
initiate a dialogue before the polls. CPM 
general secretary H S Surjeet also visited the 
valley and held discussions with political 
leaders inSrimgar. In Delhi, the prime minister 
met some of the fortner/reformed militant 
leaders of the valley. Needless io mention 
that they are the current favourites Of the 
i andKadministrmionandthehomcministry. 
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and aspiration of ttopeogta of JaiMnu and 
KMUMrir. TW» cKwc«t«Ww to political 
and offlctii dicta, foderjit Gupta, an the 
<hqr he took aver «t bond enUtlscer of India 
cm June 29, rata e* the possibility of 
totroductag any hW to the coming erosion 
of parliament for granting ‘maximum 
sttonomy\Indeed, accordingto him, "Once 
the elections are over, it it for the Kashmir 
Assembly to discuss and debate the 
autonomy. We wish to prove that Kashmir 
u not being hdd down by the power of the 
gun as Pakistan has been trying to say" 
{jhonur t My 1,1996). it is apparent that 
the UF government believes that the Jammu 
and Kashmir assembly election will resolve 
the political crisis in Jammu and Kashmir. 

Suctions in Azad Kashmir 

It is interesting to note that just as elections 
were rigged in Indian hdd J and K, the 
electoral process in Pakistan hdd J and K, 
was no better. Refusal by 34 candidates 
belonging to the four party pro-Azadi 
Kashmir Democratic Alliance to sign a 
decimation ‘owing allegiance'tofoe ideology 
of Pakistan and accepting the accession to 
Pakistan, led to cancellation of their 
applications. (The four parties are National 
liberation From, National Awami Party, 
National Democratic Party and the National 
Students Federation). According to Down 
(June 4,1996) candidates of the Nationalist 
Alliance replaced the word Pakistan with 
Kashmir to the nomtoation forms. 

Major Husain Shah of GUgit and Amir 
Manta of BaMstan had announced plans to 
file in the Azad Kasbrnri high court 

forfaymctjonspinst ‘manipulated* ejection* 
in Azad Kashmir. Stations wore held on 
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of inttofMmdence in Azid Kashmir. 
Sd^teada Mohammad Ishaq Ztfsr. former 
preddtat of And Kashmir and a member 
Of Dp Pakistan Peoples' Party, was a 
CMtdidta MMuzaffarabad^Scoiwtitueacy. 
A* M ejection meeting in Hattan Bala on 
tarn 31 he claimed “Sarriar Qayyum Khan 
has been working for the unity of India under 
the supervision of the Indian toteHtoence 
agency RAW n (Ttmerey'Aafhmir > Rawalp4fldi 
and Muzaffarabad, June 25,19%). 

The constitution of Azad Jammu and 
Kashmir has a long history. Though the 
‘dedtantionofindependeneeofAzad Jammu 
and Kashmir 1 dated October 24,1947 had 
ctariysaidthatalegislauve assembly would 
be Sleeted for Azad Kashmir, the 
parliamentary system of government did not 
come into existence till 1975. During the 
rule of Ayub Khan, under the act of 1961, 
a president and a 12 member AJK council 
were elected by an electoral coUege of 2,400 
voters. But when the elected president 
K H Khurshid started demanding the 
recognition of Azad Kashmir as a separate 
and independent entity he was “advised to 
resign on health grounds’*. After his 
resignation, the AJK council was also 
dissolved anti the act of 1964 once again 
reduced the government of Azad Kashmir 
to the status of a local MititoriJy, In 1970, 
under the tnutial law regime of Oeneral 
YahyaKhanthc Azad Kashmir Government 
Act was passed. This act for foe first time 
provided for a legislative assembly for Azad 
Kashmir withpowers to legislate. It,however, 
provided for a presidential form of govern* 
nunt The president was » be elected by 
universal adult suffrage in foe 1970eJection, 
which was foe third since 1947, Sardar 
Qayyum Khan was elected the president of 
Azad Jammu and Kashmir. Urn 1974 Azad 
Jammu and Kashmir Government Act 
prtmdedforapsriiamentaryfoemtrfgovefn- 
mont. Under this act. the mtobtry of law of 
Pakistan draftedanew canefontien for Azad 




seJationa eritis Jhddatifo 
provides for all member 
Kashmkcoundl of which foe 
minister is foe Chatman, %d 
AzadKashinirUttevice^foainnemft J 
govemmeracannomiaafedmttabers 
ministers or MNAa) and thus taptmfoxta' 
in foe council, fts decisions >w not udtitaT 
to judicial review and foe meetings am ifol|^ 
to Isl a m abad. v 

Article 56 of foe constitution of Agflft 1 
Jammu and Kashmir empowers twf< 
g o v er nment of Pakistan to dissolve the ( 
government and the legislature of Azad-, 
Kashmir. Under orders of General Z»*ul 
Haq the government and the legislature of 
Azad Kashmir was dissolved on July 27, 
1977. Again to June 1991, the government 
pfAzadKashmh prime mtraster R^Mumtij 
Hussein was dissolved “for developing pro* 
independence tendencies'’ by Mian Nawqt 
Sharif, die then prone minister of Pakistan. 
Sardar Qayyum Khan who was then the 
president at Azad Kashmir had welcomed 
the dissolution of the AJK government 
under article 56. However, this time when 
prime minister Benazir Bhutto suspended 
the financial and administrative powers 
of the Azad Kashmir prime minister 
without invoking article 56, Sardar Qayyum 
Khan raised the slogan of ‘Kashmir ta 
danger*. 

What is more, everyone is subordinate to 
the chief advisor (normally of the tank of 
joint secretary) appointed by Pakistan 
government. No legislation can be placed 
before the council of ministers for its approval 
without obtaining the advice of the chief 
advisor. In case of a difference of opinion 
the legislation cannot be moved without 
prior consultation with the ministry of 
Kashmir affairs of the government of 
Pakistan. 

Interestingly, whereas government oflndia 
rigged the electoral process, the government 
of Pakistan saw to it that its own partymen 
won die polls, the systematic denial of 
democratic rights ensures the sidelining of 
the people. And refusing access to 


June 30 for 47 seat assembly. President Jammu and Kmhmir It was jpaued on to fofonoattoa about political developments 
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‘Native* Voices and Ethnographic Noise 


Carol Upadhya 

Don’t Marry Me to a Plowman! Women’s Everyday Lives in Rural North 
India by Patricia Jeffery and Roger Jeffery; Westview Press, Boulder, 1996; 
pp viii + 294. 

Listen to the Heron’s Words; Reimagining Gender and Kinship In North India 
by Gloria Goodwin Raheja and Ann Grodzins Gold; Oxford University Press, 
Delhi, 1996; pp xxxvii + 234, Rs 445. First published in 1994 by University of 
California Press, Berkeley. * 


BOTH books under review are anthro¬ 
pological studies of gender in rural north 
India, both focus on the problem of women's 
agency, and both aim to ‘give voice* to 
women by recording their oral traditions and 
tlife stories. Yet the portrayal of village 
women in the two volumes could not be 
more different. While Raheja and Gold paint 
a very positive picture, emphasising the 
Strength, ingenuity and creativity of women 
as they critique and subvert the dominant 
ideologies of gender and kinship that rule 
their lives, Jeffery and Jeffery's account 
suggests that women have largely internalised 
these discourses and that their only means 
of' resistance is to engage in individual 
struggles within a very limited space. By 
leading these books together and exploring 
the reasons for these differences it may be 
possible to learn something about the 
ethnographic stance, particularly that of the 
west, in regard to third world women. 

Heron f s Words is based on the fieldwork 
experiences of the authors, Gold’s mainly 
among well-off rajputs in a Rajasthan village 
and Raheja* $ among the dominant gujar 
caste in western UP. Both had collected, in 
the course of other research projects, 
women’s songs and stories performed on 
ritual occasions in whioh they think they can 
discern 'hidden transcripts' of resistance 
and subversion. Through their analyses of 
’ these oral traditions they challenge the 
common assumption that rural women accept 
and reproduce the prevailing patriarchal 
values, arguing instead that they havecreated 
their own discourses about gender and 
kinship norms which are counter to the 
doriunant one: 

Par from speaking only in a language 
dominated by males, the women we have 
come to know imaginatively scrutinise and 
critique the social world they experience 
and give voice to that vision in a poeuc 
language of 00g[ and Story ; a* they do so 
those songs and stories may enter their lives 
and shift, however slightly or however 
consequentially, the Mm* ih which their 
lives are led (p 26* 
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Raheja and Gold try to convey a sense of 
the multiplicity and diversity of women's 
voices, and of the strategic use to which 
multiple cultural discourses may be put, 
rather than developing yet another essentia- 
lised theory of women’s consciousness. 

The strong point of this text is that it 
demonstrates that instead of passively 
submitting to mate expectations about their 
roles and position in life, village women are 
as capable as anyone else of looking after 
their own interests (as they define them). 
That they do so usually by working within 
a given set of rules instead of conspiring to 
overthrow the ‘system’ need not be 
interpreted as acquiescence. The authors 
show how women use received cultural 
materials, continually re-defining and 
reinterpreting ‘traditional’ practices to suit 
themselves. For example, Raheja provides 
a women’s perspective on the kinship system, 
demonstrating how women manipulate the 
usual rules governing relationships for their 
own benefit and protection, in the process 
often contravening the ‘official* (and 
anthropologically accepted) version of how 
things are supposed to work. Thus while the 
male-oriented kinshipstructureof north India 
certainly circumscribes their choices, women 
have found ways to work around and through 
it to create spaces for themselves. This 
argument is important because it suggests 
that 'tradition' and resistance can co-exist 
Gold's account of the life of a story-teller 
in Rajasthan also illustrates the ways in 
which a woman may redefine the rules to 
suit her own ends while at the same time 
appearing to conform to prescribed rules of 
seclusion to uphold die ‘izzat’ of her family. 

These positive aspects of the text 
notwithstanding, and in spite of the authors’ 
intentions of de*erientali$ing and de- 
essentiaiising the anthropological discourse 
on Indian women. Heron's Words reflects 
theeontinuing poverty of theanthropological 
perspective. That the authors could be 
surprised to discover that village women are 
earthy, irreverent, clever and sometimes very 
influential individuals, and by the richness. 


irreverence and bawdiness of wowm Vitalj 
traditions, is a measure of the extent to 
which brahrqanical and colonial images of 
Indian women Have predominated in 
academic discourse. A major failing of 
anthropology in the past has been its 
acceptance of the dominant ideology as the 
only true picture of the society being studied. 
Although this has been corrected to some 
extent by the recent post-modern emphasis 
on multivocality, thedanger now is of falling 
into the opposite trap, illustrated by this text, 
of understanding culture merely a& the sum 
total of many different competing discourses 
which are constantly being negotiated and 
played off of one another, a stance which 
tends to wipe out any notion of power oi 
even social structure. Also, it is difficult to 
completely accept the argument that the 
discourses distilled by the authors from these 
oral traditions constitute women’s resistance 
to patriarchal norms. Raheja and Gold at no 
point deny the reality ol gender oppression 
in rural society, but because their analysis 
remains (intentionally) largely on the plane 
of discourse, the question of the connection 
between cultural expressions ol protest and 
power relations 'on the ground’ is somewhat 
sidelined. In the final chapter they briefly 
discuss this problem, arguing that language 
is not merely expressive but is powerful in 
itself, but this position still begs the question 
of to what extent language or discourse 
alone can constitute resistance (or power). 

The book by Jeffery and Jeffery, based 
on research carried out over a number of 
years in two villages of Bijnor district 
(western UP), describes the other side of the 
coin - the harsh reality of rural women’s 
lives. Like Herons’s Words , Plowman argues 
that women are active agents who try to 
maintain some control over their lives and 
who at times contest their subjugation. But 
unlike Raheja and Gold, the Jefferys 
concentrate on the 'everyday lives' and 
struggles of women for their own survival 
and for the reproduction of their families. 
Rather than describing the 'social structure’ 
or cultural patterns in general, they wish to 
explore the problem of individual agency 
through telling stone* about women’s lives 
as they confront ordinary problems. The text 
focuses on eight women, four Hindu and 
four Muslim, of different class positions, 
presenting a series of vignettes to illustrate 
specific themes. Each chapter begins with 
a short introduction to the topic describing 
general pattern* but consists mainly of a 
pasdeheof unconnected stories and incidents. 
There is very little analysis of the material, 
and the reader is left to draw hdr own 
conclusions about the meaning of these 
stories. 
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rajpfod^ctkm, and the stories presented here 
have been reconstructed £rom their field 
notes rather than being collected for this 
specific purpose. As a result the text is 
heavily slanted in this direction, producing 
a rather one-dimensional portrayal of 
women’sconcerns. The majorthemes include 
pregnancy and childbirth, preference for sons, 
decisions about health care and family 
planning, marriage practices and dowry, 
relations of women with others in their 
households and with their natal families, and 
women's control over resources. According 
to the authors, the women they knew were 
tied to social structures, yet their lives 
were not completely determined by them... 
Their options were not totally closed, nor 
were they completely open” (p 4). They 
argue that both the construction of a woman ’ s 
subjectivity and the definition of her agency 
arc determined by social location, and that 
because this changes through the life cycle 
as well as due to other circumstances, women 
have some scope to develop and alter the 
terms of their existence. While women do 
at times struggle against their situations, the 
authors maintain that 'everyday forms of 
resistance* should not be exaggerated or 
romanticised for it is easy to take that 
argument too far and see women as not 
subordinate at all Perhaps in response to 
work such as Heron's Words (originally 
published two years earlier), Jeffery and 
Jeffery write, 

But although expressing ironies and anger 
through songs may have lightened women's 
hearts, it could not remove them from the 
structures in which they were embedded 
except m their imagination. As elsewhere, 
women in rural north India could be agents 
only within the limits set by the context in 
which their lives unfolded (p 4). 

As the authors see it. women’s resistance 
is limited by their understanding that they 
act within largely unalterable structures and 
that acts of rebellion may be self-defeating. 
Many of the incidents they cite illustrate this 
point, as when women are beaten by their 
husbands or in-laws for small acts of defiance 
(or for nothing at all). According to them, 
women make only 'partial critiques’ of their 
situations, and the very idea of attaining 
complete independence and agency is hardly 
conceivable for them. Their acquiescence is 
ensured by the fact that they also have a stake 
in the system; this is so partly because the 
scope of their autonomy and power alters 
through the course of their lives. If asaresutt 
women participate in reproducing such an 
’oppressive* system it should come as no 
surprise, especially when there are no better 
alternatives in sight. 

Although tbcaimofProH»manistoexpIore 
women’s agency, that message does not 




wonicn^lt^pataed here is bleak. Women 
appear to be trapped within a patriarchal 
system that they can struggle against only 
by turning against each other, agency and 
resistance are located mainly in the context 
of domestic conflicts. Moreover, the strategy 
of presenting fragmented narratives and 
incidents from daily life does not achieve 
its purpose because it lacks a wider 
framework of analysis. Since, as the authors 
recognise, the style of presentation falsely 
minimises the tule of the authors in 
constructing the text, it is difficult to see how 
this technique is more effective in describing 
women’s lives than would be a more 
traditional ethnography containing a 
straightforward presentation of the data 
within an explicit theoretical framework. 
Although the stated purpose of the book is 
to present an unstructured narrative about 
individual women’s lives, an intellectual 
understanding of their situations demands 
something more than this. 

A weakness of both bodes is that they 
place women’s negotiations for power and 
subjectivity mainly within the family, kin 
group, and village. As Raheja and Gold 
point out, representations of gender were 
intimately tied to the colonial civilising 
mission, and in many regions women's oral 
traditions have been stamped out by men 
who have internalised Victorian or 
brahmanical notions about how women 
should act. This suggests that an analysis of 
gender construction cannot be divorced from 
the larger political context, as the Jeffery s> 
also suggest m regard to die deepening 
communalism in the area where they worked. 
In spite of these acknowledgments, the 
concrete historical and political context of 
these stories, songs and biographies remains 
elusive. There is little recognition here that 
women may see themselves as part of wider 
collectivities and that their acceptance of 
certain patriarchal norms may be motivated 
by such allegiances. Although lip-service is 
paid to history, a vision of the timeless 
Indian village, and of the rural woman 
embedded in her traditional kinship structures 
and rituals, Ungers on in three texts. 

The differences in the portrayal of women 
in the two books may be due to the different 
social and economic positions of their 
subjects; while Raheja and Gold worked 
mainly wijh high caste and Airly well-off 
families - who could afford the luxury of 
elaborate weddings and festivals at which 
the songs they recorded are sung - the 
Jefferys’ research covered very poor, low 
caste and Muslim .women re well as those 
of higher socio-economic status* As Raheja 
and Gold pointout, poverty seems to enhance 
(father than decrease, as was often argued 
in the ’status of women in India* literature) 
gender oppression. The contrasting pictures 
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or women'*!**# tuy. afato iibfef&eto the 
authors* different perspectives itflevris of 
analysis. When the focus is on discofane, 
women are seen as successfully negotiating 
their way through a rigid social retire, but 
when the practice of everyday life is the 
subject, it appears that the only recourse 
women have is to bicker, fight, complain, 
scheme and usually be beaten down even¬ 
tually. Of course, the two levels of practice ' 
and discourse cannot be so neatly separated, 
and it is die partialness of their accounts that 
is a major weakness of both books. 

In spite of their differences, both texts v 
represent typical academic approaches to 
the 'problem’ of Indian women (again in 
spite of intentions to the contrary). Burdened 
with an anthropological tradition which 
presumes that the people whom they study 
are automatons who only reproduce their 
traditional cultures, rather than thinking and 
actingpersons, these researchers are surprised 
by what they have learned from dole 
association with rural women and strive to 
convey their discoveries in theoretically 
correct terms. The trendy theoretics) 
problematic around which both i M \ ,<re , 
woven is that of 'structure* versus agency . 
mediated by 'resistance’, but because 
'structure* in this case is a pooily-defmed 
notion oi patriarchy, the concepts of 'agency 1 
and 'resistance’ necessarily remain vague. 
Such ethnogiaphics ultimately fail to giasp 
the nature of women’s agency and 
subjectivity precisely because of their 
detachment - not simply because they are 
written by 'outsiders’ but because their 
authors, although sympathetic towards the 
women they describe, are not politically 
engaged or committed in any way. While 
writings on women by activists (of whatever 
stripe) have their own problems, 1 believe 
they still come closer to an understanding 
of the situation and consciousness of rural 
women than do anthropological works such 
as these. In this regard, it is significant that 
much of the literature that has been produced 
within India on women and gender finds no 
place in the bibliographiesof anthropological 
texts (published mostly, but not exclusively, 
in the west); it seems that such work is hot 
considered worthy of inclusion in the 
academic debate on resistance or gender 
construction. 

Prom the point of view of anthropological 
knowledge itself, the contrast between the 
two books illustrates the old conundrum that 
no two anthropologists ever portray the 
’same’ society in the same way. Because of 
the highly personalised and subjective nature 
of fieldwork, ethnographies generally end 
up saying What their authors want them to 
say, which has much more to do with their 
own theoretical positions than With the 
rotyec&ofresearch themselves. The question 
then is tp what extent can such books fall 
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problem Ini'bdea swept 
by the new orthodoxy, according to 
gStfttieh the role of die ethnographer is to 
Record and reproduce the multiplicity of 
■native* voices ratherthan to search for some 
kind of objective understanding - a retreat 
[ from the 'burden of authorship*, in Qeertz's 
words. Both books intend to allow women 
to speak for themselves, but in the ways they 
aie allowed to 'speak* it is clear that it is 
the ethnographer who is speaking through 



'awik debate 
notfringtodowiththetivm 
This is a reflection of the ttonic position in 
which post-modern anthropology finds 
itself - in trying to rectmstitute itself as an 
authentic mouthpiece for its traditional 
subjects (the allegcxfty , voiceless) it must 
acknowledge the .biographer** own 
subjectivity and her power to construct her 
subjects), a method that ultimately 
undermines the credibility of the text 


Food Security: Misconceived Policies 

M H Suryanarayana 

Inducing Food Insecurity: Perspectives on Food Policies in Eastern and 
Southern Africa edited by M A Mohamed Salih; Nordiska Afrikainstitutet, 
Uppsala, Sweden, 1994; pp 235. 


/ THIS is a collection of essays based on a 
» conference on 'Alternative Food Policies 
in Eastern and Southern Africa* in August 
1993. The main theme was the relationship 
between food policy, food security and 
1 poverty. The volume is multi-disciplinary in 
v approach. The authors include researchers, 
policy-makers and NGOs with considerable 
exposure to pastoral production, 'indigenous 
knowledge* and the environment. The 
significance of their studies for a continent 
exposed to frequent drought, soil erosion 
. and other environmental hazards can hardly 
be overemphasised. Africa is the only region 
t < in the world where per capita food production 
has been declining for almost two decades. 

, The average calorie intakes are much below 
; fbe standard nutritional requirements, 

The studies address two interrelated issues: 

- (i) food insecurity as a major problem facing 
: eastern and southern Africa; and (ii) how 
faulty food policies caused food insecurity. 

; Their major findings are as follows^ 

Food policies, though important, by 
' themselves cannot promote food security. 
/There are both internal and external 
. constraints which complicate the interplay 
>; between food production, distribution and 
\ consumption and hence, render food policies 

V ineffective in ensuring food entitlement. For 
: example: (i) even though die bulk of the 
£ rural poor am subsistence food producers, 

resources to improve their productive 
: capacity *!* not allocated in sufficient 
amounts lest it should antagonise the 
politically vocal urban residents; and (ii) 

V weak bargaining power m-u-vir the 
Breuonwoods’tWim and hence* no option 
but to implement the twins’ policy 

[. prescriptions; , 

How important are cnvironmental 
considerations and their linkages with food 
security and sustainable development? 


Bnvironmental crises like droughts and 
floods adversely affect both performance 
and coping abilities at the macro and micro 
levels respectively. Ah effective solution to 
such problems has to be found in adequate 
resource allocation to mitigate the adverse 
effects of such natural calamities. In keeping 
with the contemporary emphasis on 
environmental considerations, some of the 
papers deal with eco-farming systems in 
African arid and semi-arid lands and soil 
erosion in Uganda. Quayeexplainsthe factors 
causing land degradation. He argues for a 
sensible use of resources by traditional 
farming and agro-pastoral systems. Zerihun 
brings out that environmental management 
policies, to be successful, have to be 
community-oriented because of the 
sensitivity of issues relating to land, and the 
likely contradictions between large-scale 
conservation and local food and pasture 
requirements. 

What accounts for the failure of food 
policies to ensure security at the micro level? 
One major reason Is that food policies are 
formulated at the national level with little 
local participation ht spite of decades of 
emphasis on panidgnttory development and 
decentralisation of policies. This is largely 
the case in eastern and southern Africa. 
While large-scale producers of cash crops 
for export enjoy better credit facilities, 
improved input delivery systems, better land 
and favourable market facilities, nothing 
much has been done to help the poor 
subsistence farmers at the grass tools level. 
As a result, food pities have little bearing 
on food security at pie micro level. Thefood 
polidesofsonweaa^andsoutl^A^ricwi 
countries are gfostiy first-last biased. First- 
last biased policies refer to urban, industrial, 
<^itd-intensi^ centralised, high, techno¬ 
logical andplannediop-down policies. The 


last biased food 
chide that such §k> 1 jcfc&ha 
the poor or made things worse for them. 
How does one account for food insecurity 
in terms of misconceived food policies? 
These are cash cropbias (that isbias favburiqg 
tobacco and horticultural production for the . 
urban dwellers), lack of adequate 
infrastructure and the lack of comprehensive 
food policies like storage, land settlement, 
pricing, investment and conservation 
policies. F6r example, Araia et al, provide 
ample proof of this hypothesis for Eritrea. 
Eritrea has considerable potential with respect 
to food production and GDP. But neglect 
of traditional farming systems, thought, the 
impact of war, desertification and land 
degradation have led to food insecurity. These 
are further compounded by poor physical 
infrastructure, lack of trained manpower, 
lack of storage and marketing facilities and 
a complex land tenure system involving land 
fragmentation. Ahmed points out that this 
is the case in most of the countries in the 
Horn of Africa. Ahmed examines the 
relevarice of indigenous systems of 
production to food policies and argues for 
its incorporation in development through a 
transitional integrative-generative model. 
Baxter also shows that government policies 
and interventions have induced instability 
and food insecurity among pastoral people. 
He notes the need for integrating indigenous 
knowledge into the modem development 
process and pleads for changes "from telling 
people to listening to them**. Chipika and 
Chipika illustrate the case of Zimbabwe 
where uneven development has resulted in 
the coexistence of bounteous production 
with massive poverty. This has rendered 
food production unsustainable and incapable 
of ensuring food security for the poor. Such 
contradictions were partly due to false 
perceptions about the unemployed and 
underemployed among the policy-makers. 
For instance, Zimbabwe has a large peasant 
population and the government formulated 
policies on the assumption that the peasants 
had enough resources for peasant pro* 
duction but lacked sufficient incentives for 
production -for the markets. But many 
peasants lacked both. Aparesult,even though 
the government attempted to resettle farmers 
in abandoned and underutilised land, it did 
not really succeed. The study shows that die 
policies for liberalising Zimbabwe’s 
foodgrata marketing in order to reduce 
parastatal monopoly and its ineffldcnicies 
are misconceived. This is because 
infrastructural constraints that reducedthe 
scope forcompetition amongprivate traders 
still exist nnd hence, would lead tie 
exploitation of both small farmed arid pber 
consumers by private traders. Botsww^ is 



miaKM it to deal With droughts through 
drought relief ptograxnvM Ukethe Labour- 
Based Relief Programme, the Accelerated 
Ram-fed fTogramtoe aitd aapjflemenriuy 
feeding of children. Hesadberg illustrates a 
casev^hisuoiqueintheAtncancomirient 
and suggests policies to ensure food security 
of the ujfegn poor. All these studies show 
how financial* technical and human factors 
have constrained these countries from 
achieving sustainable food production. By 
illustrating the link between poverty, 
environment and sustainable development, 
these country studies have made a case for 
environntentally-con&cious food policies. 

Some studies touch upon issues relating 
to urban poverty and food security. There 
has been increasing urbanisation with little 
industrialisation to absorb the growing 
destitute population. Such a situation is 
largely accounted for by factors like lack of 
income-generating activities in the 
countryside, lack of rural employment, 
concentration of economic activities and 
services in large and medium urban centres 
and the collapse of the rural labour markets. 
But, the rural areas cannot feed the rural 
populations, not to speak of the growing 
urban ones. Towards a solution for this, 
Hessclberg suggests a strategy consisting of 
increasing non-agricuhural employment and 
targeted food subsidies. Holm illustrates the 
case of Tanzania where urban food insecu¬ 
rity is the result of increased demand due 
to migration and reduced physical availa¬ 
bility caused by drought and land degra¬ 
dation. The problem was compounded 
during the 1970s and 1980s by the socialist 
government’s planned economy which did 
not permit free marketing. Such a strategy 
proved catastrophic because the government 
could not ensure adequate deliveries in many 
areas, thereby exposing the population to the 
risk of famine. As a result, the Tanzanian 
population, particularly the migrant 
population in urban areas, had to evolve 
their own survival strategies. One such 
strategy was to ensure food supplies through 
barter and other forms of informal exchange. 
Another strategy was urban farming but it 
had hazardous implications for the urban 
environment. 

Bryceson's study on grain markets in 
Tanzania fills an important gap in th$ 
literature on food security. While them ii 
sufficient recognition of theeconomic access 
and physical availability aspects, these is 
little emphasis on the role of market aud its 
evolution. The study shows that contraryto 
popularbcl^grain markets evolvcslowly, 
only when favourable demand and supply 
conditions coalesce* and cultural, social* 
#yst(bal impediments and political 
mp removed. Bryceson calls for 


hwtas to diaHenge*m tyranny 
of abstract market models and the false hopes 

Three essays deal with the impact pf 
structural adjustment policies (SAP) on 
agriculture, poverty and food security. Salih 
provides a quantitative assessment of food 
security in Africa. Low andtmstabie incomes 
and unemployment arc identified as the 
major sources of food insecurity in eastern 
and southern Africa. In this context removal 
of consumer price controls on food 
prices and food subsidies will have adverse 
welfare consequences. Salih recommends 
(i) improving entitlement by direct cash 
supportthroughincome-genefatingttsources 
and not just immediate relief;ahd (ii) regional 
trade as an alternative to expensive buffer- 
stocks. Ali, based on his research experience 
in Sudan, explains the decline in Africa's 
food security and household food entitlement 
in terms of a decline in economic access. 
At a time when 'targeting the poof is the 
standard SAP prescription everywhere, the 
study makes a case against ’targeting the 
poor' in predominantly poor populated 
countries. He recommends reverse targeting, 
that is, targeting of the rich through income 
policy controls, including price and profit 
controls, so as to mobilise resources for 
poverty alleviation. 

In sum, this is an interesting book which 
enlightens the reader on some important 


and souther* A^LTOi; __ 

show how misconceived Food jSdlfctei have 
induced food insecurity by layinges^Msvve 
emphasis on the following facton;(i)foo<l 
self-sufficiency; (ii) concern withfbodind 
not nutrition; (iii) bias towards cash crops 
and against subsistence agriculture; and (iv> , 
inappropriate technology with liule odfaMf^ 
for rcsoufcecndowments and environmeftri^ 
factors. One limitationofsomeofthepoUcyH 
oriented essays is their excessive^ 
preoccupation with aggregate food; 
sufficiency, little recognising theimportaitCe 
of social and cultural factors which influence 
food supply and consumption. A miyqt 
shortcoming of this volume is bad editing 
and poor academic homework. For example*'i 
the formula given for FGT measure on page< 
51 is wrong. It should be as follows: 

P (a)« 1/n (sum over i = l...q; ([ - y,]/zl*) 

The references are incomplete. In the same 
article, Ali cites Sen (1979,1980,1982) but 
does not list them in the references. Further, 
Ali estimates trend functions for prices of 
the following form: 

In q = a+rt 

and interprets r to "give the annual rate 
of increase of price" (p 55), whereas r gives 
the instantaneous rate of increase and not 
the annual rate. Araia et al, do not seem to 
have any appreciation of numbers. According 
to them the estimated population in Eritrea 
was 3,547 million in 1992. 


Just Released 

Reforming State-owned Enterprises 


Edited by: S. L Rao 


pp. xvi+316 


Price: Rs. 320.00 
Forwarding charges: Rs. 20.00 extra 


This volume examines the different methods used around the world, for 
improving the performance of State-owned enterprises, under government 
ownership and otherwise. It discusses the whole gamut, from tormingholdmg 
companies, entering into Molls, corporatising the enterprises, entering into 
management contracts, forming joint sector companies, to privatisation!' 
Privatisation issues are discussed in detail, including the methods, the pitfaHs, 
and some results. 

This book is the result of the various presentations and discussions that 
tookptape during the workshop organised by the Council with the support 

from UNDP. 

■Mglip AvaHebta from: 

PubticiMtons Division 

Netkjfial Council of Appttptilteonoinie Research 
¥ Jfcfli 1 irtadraprastha Estate, New Delhi - 110002. 
NCABR Fax: (81-11) .9327164 TaU 3317660-68 



INFRASTRUCTURE LEASING 8c 
FINANCIAL SERVICES LIMITED 

ANNUAL GENERAL MEETING: 
STATEMENT OF DEEPAK S PAREKH, CHAIRMAN. 


* 


PRIVATISATION ()! Mil ECONOMY 




Decpak S Parekh 


Ladies and gentlemen: 

It gives me great pleasure to welcome 
you to the Annual General Meeting of 
Infrastructure Leasing and Financial 
Services Limited (IL&FS). The financial 
results of IL&FS are with you, and with 
/ your permission, 1 will take them as read. 

You will observe that IL&FS has 
■ performed well last year: net operating 
' profit reached a level of Rs. 428 mn. as 
compared to prior year profits of Rs. 397 
; i mn. Tim performance has been achieved 
; despite a difficult operating envi ronruent 
T for the financial sector consequent to an 
unprecedented and sustained liquidity 
crisis; As a comprehensive coverage of 
„ foe operations of your Company is 
u provided in the Directors’ Report, I will 
; hot dwell on the same. 

Instead, 1 would like to use this 
, occasion to share with you my 
perspectives on privatisation in the 
context ofomcvolring financial system, 
and its access to a growing pool of 


national savings. This is a complex 
subject, and of singular relevance to our 
reform programme. 

FINANCIAL SYSTEM 
OVERVIEW 

Our financial system has historically 
been dominated by the public sector. 
Today, our Financial Institutions are 
much maligned, with tomes written on 
their inefficiency and alarming levels of 
non-performing assets. However, this 
picture does not reflect their contribution 
to our society: 

(1) India has one of the most broad- 
based financial systems in the world. At 
the apex are the national Financial 
Institutions which were set up with a 
developmental motive. At the State level, 
we have the Industrial Development 
Corporations (IDCs) and the Industrial 
Finance Corporations, with the mandate 
to extend finance to small and medium 
enterprises. Our commercial banks have 
a nation-wide franchise, and after 
nationalisation, there was rapid branch 
expansion to deliver banking services into 
the rural markets. 

(2) Concurrently; the Government 
mobilised savings through small savings 
schemes predicated on fiscal benefits. A 
salutary result has been the coverage of a 
large number of individual investors by 
these savings plans. 

The system putin place can scarcely 
be criticised front, a conceptual point Of 
view Untominacri^ political domination 
adversely impacted the operations of 
some Institutions, and selective policies 


led to an alarming increase in non- 
performing assets. Most regrettably the 
deficit financing of the Government was 
funded through pre-emption of bank 
deposits via rhe statutory liquidity 
reserve. Little liquidity remained at rhe 
disposal of the private sector. 



The Preferred Positioning of 
Public Financial Institutions: Our 
public Financial Institutions have had a 
cutting edge in raising resources. 
Government dispensation enabled them 
to access funds on beneficial terms that 
assured hefty spreads. The IDCs 
were the favoured recipients of 
licences issued by Government for 
setting up industry, leading to the 
dominance of public Institutions at the 
expense of the private sector. Inevitably 
1he special privileges eliminated the need 
to innovate: it is scarcely surprising that 
a number of Institutions were reduced 
to being poorly managed bureaucracies. 
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anomalies be removed in a bid to foster 
competition and efficiency without any 
disadvantages accruing to components of 
the financial sector. 

Current Status: Financial 
Institutions are today in a state of flux, 
as privileged funding has been 
withdrawn by the Government. 
Licensing has been scrapped and the 
IDGs have lost much of their raison d'etre. 
New commercial banks have been 
licensed, and domestic and international 
investment banks have set up shop to 
exploit emerging opportunities. 

As a result, there has been a blurring 
of edges between the erstwhile 
Development Financial Institutions, 
Commercial Banks and other financial 
intermediaries. Regrettably, most 
Institutions cater to the upper end of the 
market, offering virtually identical 
products and services. With their 
development zeal largely eroded, banks 
sometimes undertake broking functions, 
and brokers undertake activities that 
appear co-gencric with banking. 

The Need for Role Definition: 
There is a need for a clear role definition 
amongst Financial Institutions, failing 
which, there would be an eventual loss 
of identity and focus. This role definition 
could be segmented, based on the nature 
of the Institution: 

(1) National Institutions need to 
access retail resources, as they are well 
positioned to tap into nation-wide 
savings. The task is to convert a larger 
proportion of savings into financial 
assets, and more importantly, assets 
related to the capital market. A successful 
beginning has been made in this regard 
by 1DBI and HDFC, but few other 
Institutions have focussed on this aspect 
of resource mobilisation. These 
Institutions were hitherto the recipients 
of Government funding and patronage! 
a focus on liability management is the 
key structural change that now needs to 
be achieved. 

(2) Financial Institutions need to 
engage to a greater degree in project 
financing* and tointamediais in the capital 
markets for large scale infrastructure 


projects. Their relatively large balance 
sheet would enable them to underwrite 
risks in project financing. Institutions can 
thus anchor the mega size infrastructure 
projects needed for rendering India an 
attractive destination vis-a-vis 
neighbouring ASEAN countries. 

(3) At the State level, Ac existing 
public Institutions are disadvantaged, 
given their lack of savvy in approaching 
the capital markets directly, and 
the reduction in funds channelised 
through central Financial Institutions. 
These Institutions must be mandated to 
focus on developing infrastructure at Ac 
State level: 

<a) Large power plants, telecom 
projects and highway systems can always 
be developed, franchised and financed at 
Ae national level. 

(b) For every one such large project, 
there ate scores of medium projects that are 
critical for optimising Ac State’s resources. 

(c) It is expensive for international 
investors or national Institutions to 
develop and nurture these projects. Thus 
it would be a natural evolution for IDCs 
to be reincarnated as State Infrastructure 
Development Corporations. 

In IL&FS, wc have made a beginning 
in Ais field by actively collaborating with 
IDCs in the States of Gujarat, 
Maharashtra, Madhya Pradesh, Tamil 
Nadu and Karnataka. 

(4) I have always been disappointed 
at the singular lack of specialisation within 
Ae financial sector. Housing is perhaps 
an exception, where today wc have ar least 
ten Financial Institutions focussed on 
mortgage lending. Regrettably, other 
specialist Institutions have not honed their 
capabilities to Ae requisite degree: 

(a) The Stare owned Power Finance 
Corporation has been in operation for 
more than a decade, but has only 
focussed on financing State Electricity 
Boards and in channelising budgetary 
allocations. As a result, it is not 
positioned today ro serve as a nodal 
Financial Institution for die power sector. 

(b) Similarly, the Indian Railway 
finance Corporation performs a limited 


function in channelising resources into 
railway projects. 

I sec specialisation as bothan 
opportunity as well as a need. v' 
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THE INDIAN SAVINGS 
PATTERN 


The Move towards Financial" 
Assets: The single largest opportunity 
today lies in channelising household: 
savings into Ae creation of productive 
and infrastructure capacities. These 
savings had earlier been deployed/ 
primarily as investments in physical 
assets. Over Ac past decade, thete has 
been a significant shift in household 
savings from real assets to financial assets* 

However, the composition of 
financial assets in household savings 
reveals a marked concentration in 
fiscally oriented Government saving 
schemes. As the economic reform., 
programme evolves, wc would witness 
an emerging preference for capital *. 
market and corporate savings schemes 
of investments. 

We need to encourage the 
channelisation of such savings into* 
building infrastructure and productive , 
capital formation. Select fiscal incentives, : 
are one part of the solution. We must' 
also evolve a system that provides: 
investors with higher standards of ; 
service, transparency, and minimum 
standards of liquidity and safety 

Nationwide Distribution: The 
universe of wholesale and semi- 
wholesale lenders is finite. 















to 

; the generis of the public 
sector in India, and it s tcbttvemente and 


first look: at the 


Our continuing efforts to rationalise 
the financial system will unleash a new 
breed of retail investors. The promotion 
t#f the National Stock Exchange, 
depositories and enhanced custodial 
. Services win accelerate this process. Vtfe 
. Mte hence developing a cogent strategy 
for a distribution network that services 
fotaii investors on a nation-wide basis. 
Wr need to establish a network that is 
informative and provides investors with 
value addition through a complement ar y 
arid comprehensive range of services. 

. Insurance Sector: The insurance 
sector has played a tangible role in 
providing resources for infrastructure 
development. The complementarity 
between the liability profile of insurance 
companies and the cash flow profile of 
•infrastructure assets has been well 
established the world over. 

, I believe competition has always 
helped enhance service quality and 
provide customers greater efficiencies 
and cost savings. Ws have successful 
examples in this regard in both the 
aviation and banking sectors. The policy 
pronouncement of the Central 
Government to liberalise the insurance 
sector is most welcome: the 
establishment of private insurance 
companies would augur well for 
increasing the absolute level of savings 
in the economy. 

PRIVATISATION IN INDIA 

I would now like to focus on issues 
(daring toprivatisation. 

Generis: l&Vatisation is today a buzz 
word that is increasing heard both in 
developing as wdfrn in more developed; 
economies, lb understand privatisation 


The promotion and sponsorship of 
the Public Sector, was first undertaken 
as there was an uigent need to channelise 
investments into four primary sectors. 
These included strategic requirements 
such as defence, cote sectors such as 
power and steel, certain capital intensive 
sectors like cement and fertiliser, and last 
of all, agriculture, including nation-wide 
warehousing and distribution. Given the 
nascent state of the private sector and 
capital markets in the early 1950s, there 
was no option but for Government to 
take a lead in these endeavours. 

The thrust of the public sector 
initiative was thus the creation of critical. 
productive capacity in sectors that were 
considered either too capital intensive or 
too strategic for the private sector India’s 
core sector capacity grew significandy 
under the public sector initiative, and 
provided the under-pinning to our 
industrial and economic growth. The 
largest productive enterprises in die 
country even today are in die public sector. 



Evolution of tiu Public Sector: 
Given the causal factors underlying 
public sector dominance, the moat die¬ 
hard conservative fopuld not carp at the 
logic of its initial bufid up. Howevei; the 
evolution of the public sector in 
succeeding decades left much to be 
desired. Straying from the initial focus 
areas, public sccur^flttrprisCs extended 
their teach beyond the core %ectb*$.; 
Goncurrendy tfo inraorablc pre-emption 
of savings rowarfo autrprises aponsored 


by Government unrisneked. 

The jfobfic secrorrowtodonfotctire' 
through it;: tnvohemem in aB secrorst 
from watches tajnaon, end from foe 
manufacture of bread to bicycles, the 
situation was iurthcrexacerbated by the 
restrictive licensing policy that was 
followed by Government The public 
sector was not only provided a 
monopoly but the private sector was also 
constrained in its growth. It is hardly 
surprising that inefficiencies crept in: 
progressively matters have come 
to the stage today when the aggregate 
public savings in the economy has 
reduced to virtually nil. 

APPROACH TO 
PRIVATISATION 

It is my contention that privatisation 
per sc is no panacea unless it is well 
thought out and executed under an 
optimal framework. Unfortunately and 
as wc have seen, the private sector too 
has its share of inefficiencies. 

Privatisation in more developed 
economies focuses almost entirely on the 
sale of equity shares of enterprises owned 
by Government: ownership is effectively 
transferred to private investors through 
an offer for sale. The recent achievements 
in the UK focus on reducing State 
ownership through wide spread 
distribution of stock, and are examples 
of privatisation in OECD countries. 
Such initiatives have met with mixed 
success: while a notable success has been 
the privatisation of British Airways, there 
arc other instances where the experience 
has not been as fruitful. In my view, 
privatisation as conceived in the UK 
or France is not necessarily relevant to 
our country 

If the same approach was to be 
adopted in India, the scope for 
privatisation would be limited. Of the 
100 odd public sector undertakings 
(PSUs) owned by the Government of 
India, around 24 are profitable and 
amenable to privatisation. Another SO 
PSUs ate marginal operators, and can 
perhaps fag turoed around under more 
proactive management, there are-a 
number of SbafoGoretnment ,owned 
Corporation*, but baufog a font'most 
are nresignifiasitpiayere. 
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Thus the conventional format of 
privatisation is a restrictive interpretation 
in the Indian context I would postulate 
that privatisation does not just relate to 
private ownership, but is ultimately 
concerned with the flow of resources 
between sectors Thus, the focus of 
privatisation m India must facilitate an 
efficient flow of savings, with the market 
as the primary determinant of allocation 
across sectors Privatisation must focus 
on harmonising the flow of savings to 
fuel economic growth 

Privatisation of PSUs: Till date, 
Government has only toyed with the idea 
of privatisation, with little real progress 
being made A number of front line 
PSUs have been listed, but the 
Government remains a majority 
shareholder Listing of shares was only 
an effort to raise resources, without the 
ethos of privatisation seeping into the 
PSUs Indeed, Government controls 
remain absolute, and accountability to 
the individual investor is missing 

As of date, the policy regime does 
not favour dilution of Governmental 
holding to less than 51% This 
requirement for majority share holding 
would need to change 



DEBT EQUITY SWAPS 

It is appropriate to look at 
alternative processes to achieve 
privatisation of PSUs I would 
recommend a phased programme 
conducive to both the PSU, as well as 
the eventual retail investor, and without 
straining the liquidity within the 
financial system 

Over the last few years, the Reserve 
Bank of India has phased down SLR 
requirements from a high of 58 5% in 
1990 to the current level of 25% 
Consequently there exists an over-hang 


of SLR securities in the banking system, 
with investments in excess of SLR 
requirements of almost Rs 250 billion 
Most of the older SI R securities are held 
as “permanent investment" and not 
marked to market, but accounted for 
at historic acquisition costs 
Understandably, banks are chan of 
effecting disposals of such securities and 
studiously refrain from participating in 
the secondary debt market There is thus 
a need to create an exit mechanism for 
banks to swap SLR paper for more 
productive assets 1 would suggest that 
such swaps be simultaneously conceived 
as mechanisms for Government to 
restructure its debt burden through 
selectivt unbundling of its equity 
positions in various PSUs 1 propose an 
internal a alignmt nt of papet through 
a swap mechanism 

lo ms mind, there is convergence 
between the requirements of 
Government to reduce its debt and the 
task of re vitalising the securities 
portfolio of commercial banks 
Commercial banks m well positioned to 
take a view on equity 



lb Government* 


(1) A reduction in outstanding 
Government debt 

(2) Resultant interest savings would 
improve the Gol icvenue account 

(3) A negotiated sale of PSU equity 
with Institutional buyers could result in 
efficient pricirg coupled with less 
pressures on liquidm in the market place 

lb Banks. 

(1) Divestment of excess holdings of 
relatively low vnlding Government 
Securities with a switch to assets with 
higher eventual yields 


(2) Potential to sell down the PSU 
equity in a phiscd manner to retail 
investors through branch networks 

(3) Provision of incremental 
resources thiough divestment 

Macro economic benefits 

(1) Himuntion of the over hang of 
Government debt in the nnrkct to 
improve the overall liquidity in the 
svstem, and \ resultant crcition of a 
secondary market in debt instillments 

(2) Wide distribution of PSU 
shareholdings 

Privatisation of Sectors In the 
Indian context privitisation goes well 
beyond public ownership of stocks held 
bv the Government Historically, entire 
stetors of the economy had been reserved 
foi the public sectoi, and thest sectors 
are now open to private sector 
paiticipation Unlike the case in 
developed economies, the larger 
thrust of privatisation in India relates to 
the exploitation of opportunities in 
sectors of the economy that were 
previously reserved for Government 

In tore sectors of infrastructure, such 
as power, telecommunications, surface 
transport and water supply systems. 
Government policy today permits entry 
of the private sector, including foreign 
collaboration In some instances, for 
example m value added telecom services. 
Government approvals arc also 
forthcoming for PSUs to joinr venture 
as minorit\ shareholders There 
are unprecedented opportunities for 
privatisation of services and projects in 
these fields of endeavour 

The privatisation of sectors has 
important ramifications for the 
indigenous finmcial system I had 
mentioned earliei that India has one of 
the most broad based systems of 
extending project finance and capital to 
emerging entrepreneurs However, there 
are onh a few Indian Institutions 
who have cared to develop expertise m 
the provision of advisot\ services for 
infrastructure projects Indeed there 
remains a marked preference for balance 
sheet lending, and the provision of a 
traditional range of corporate services 
We need more players m the field of 
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infrastructure, and it would be 
appropriate for the domestic system to 
respond at least as enthusiastically to 
the opportunities in this scctoi; as have 
international commercial banks and 
investment Institutions. 

Privatisation of the Economy: The 
dominance of the public sector has had 
its most deleterious impact as far as our 
national savings is concerned. The 
Government holds a monopoly in life 
insurance, general insurance, and 
deployment of provident and pension 
funds. As a result, it has systematically 
mopped up all savings, and pre-empted 
these savings for its own purposes. 



Some beginnings have been made, 
and the dominance of public sector 
Institutions has reduced in recent years. 
In 1993-94 the aggregate resources 
raised from the capital market exceeded 
for the first time the aggregate resources 
disbursed by Financial Institutions. 
Today the capital market is the centre 
stage of all economic activity 

1995 saw the licensing of private sector 
commercial banks. The newly licensed 
banks have commenced operations, and 
over a period of time, would prove to be 
agile in deposit mobilisation. 

Savings remain relatively high at the 
level of 24% of the GDP As I have 
mentioned earlier, the single largest 
opportunity lies in focussed efforts 
towards accessing the private savings of 
individuals on a nation-wide basis. A 
new opportunity would materialise 
when the field of insurance is opened 
to the private sector. 

Eventually the pre-emption of public 
savings by Government would need to 
be re-defined. The financial sector must 
intermediate resources, and must remain 
independent of Government allocations 


and dispensations. Ihie privatisation 
would be the ability of Institutions to 
access household savings and direct 
such savings towards the creation of 
needed capacities. 



CONCLUSION 


The three critical paths for the future 
are the privatisation of the flow of 
savings, the ability to intermediate the 
capital markets, and the re-definition of 
the roles of State level Institutions to 
provide an enhanced focus on 
infrastructure development. 

It is also important to re-visit the 
regulations that govern financial sector 
intermediaries. With the entry of 
additional domestic and international 
players in the provision of a wide range 
of financial services, the ground rules 
need to be re-aligned to create a level 
playing field, irrespective of positioning 
and ownership. 

The singular feature of the savings 
pattern in India is the high rate of 
aggregrate savings reduced by a high rate 
of Government dissavings. Thus while 
savings stand at 24.5% of GDP, 
Government dissaving reduces the 
overall savings rate within the economy 
to 21% of GDE Indeed, a reduction 


in Government “dissaving” by 1% 
would result in an additional Rs.7,000 
crores available for investment: at the 
present juncture. Government 
dissaving is estimated at approximately 
Rs.21,000 crores. 

The focus of our economic policy 
must thus be on two fronts. Measures 
such as the debt-equity swap would 
reduce the extent of “crowding out” that 
has taken place in the economy. As a 
corollary, opening up the field of 
insurance, and policy initiatives to 
encourage desired private investment in 
infrastructure, are important measures 
to “crowd in” investments. Importantly 
the success of privatisation would lie 
in achieving a balance between these 
two fronts. 

The experience of other developed 
economies demonstrates clearly that 
“crowding in” significantly increases the 
level of savings within the economy. 
A major beneficiary is the Government: 
in most OECD countries. Government 
securities form an important component 
of the savings portfolios of all individuals. 
There is no requirement of a high SLR 
to pre-empt savings from banks. 

In my view, a holistic approach to 
cover these two fronts should be the 
primary agenda for the next phase of the 
reform programme. 


Thank you 

Deepak S Parekh 
Chairman of the Board 
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A Minimum Alternative Asset-Based 
Corporate Tax for India 

Indira R^jaraman 
TKoshy 

A minimum alternative asset-based tax (MAT), with offset against the conventional corporate income tax , does not 
eliminate corporate tax avoidance or evasion , but caps the advantage from such practices by placing a floor on 
tax payable A direct assault on avoidance/evasion is difficult within the institutional constraints and information 
vacuum confronted by tax administration authorities in developing countries The MAT floor also reduces the 
distortionary impact of the concessional provisions presently available , and thus partially restores fiscal neutrality 
with respect to the investment decision Most of all, a MA T introduces incentives for improved efficiency in the utilisation 
of existing capacities , which is urgently needed, given the evidence on the decline in this efficiency in recent years 
in India On the basis of actual rates of return on corporate assets from a CMIE sample of companies , this paper 
prescribes a I 6 per cent levy on total assets , obtained from application of a 40 per < ent nominal tax rate (excluding 
surcharge) to a minimum presumed rate of return to total assets of 4 per cent The paper also examines the historical 
transition probabilities of Indian companies around the chosen threshold rate of return 


I 

Introduction 

THIS paper examines the possibility of 
introducing a minimum alternative asset- 
based tax (MAT) on corporate entities in 
India, with its revenue and other implications 
Section II describes the mam features of the 
design of such a tax, as it operates elsewhere 
m the developing world Although these 
owe their parentage to the 1982U S corporate 
alternative minimum tax, they are different 
from it in a very fundamental respect The 
US AMT is merelv an alternative 
computation of taxability but remains based 
on income actuals self-declared by the 
assessee TJje MATs presently operative m 
the developing world however use the assets 
of the company as an alternative base upon 
which to compute minimum tax liability 
predicated upon a presumed minimum rate 
of return on assets, with offset against the 
conventional tax based on declared returns 
There is a presumption of taxability based 
on corporate assets, in contrast to the US 
AMT which is neither presumptive nor asset- 
based 

The motivation behind the introduction of 
a MAT is two-told One is to combat tax 
avoidance, the possibilities tor which are a 
function of the existing design of the 
corporate income tax and the loopholes in 
the name of growth or other incentives that 
get built into it over the years The case for 
a minimum alternative is, however, based 
only partly on the difficulty of removing 
concessional provisions already enshrined 
m corporate tax legislation Were this the 
only objective, a reactivation of the short¬ 
lived tax on book profits (section 115J) 
would be sufficient, it is important to 
remember that its discontinuance was not a 


result of legal defeat Even if avoidance 
could be fully plugged, there remains a need 
for an alternative means by which to combat 
the scope for evasion inevitable in the 
information vacuum m which tax 
administrations in developing countries 
function This is the second motivation for 
a MAT The recent announcement of 
compulsory scrutiny ot all companies above 
a certain size 1 will control the use of 
concessional provisions unsupported by valid 
evidence, but other channels of evasion 
remain A minimum alternative tax does not 
eliminate avoidance or evasion altogether, 
but caps the advantage from such practices 
by placing a floor on tax payable In so 
doing, it makes the corporate tax more 
equitable in its incidence 

The MAT wave in the developing world 
starting m 1989 with the Mexican MAT has 
established that minimum asset based 
corporate presumption works, can be 
introduced reasonably quickly, can carry 
incentives for improved corporate 
performance and accurate reporting of that 
performance, and if wt U-designed can prove 
to be legally robust 

The essential feature of a minimum 
alternative tax (MAT) which gives it an 
inbuilt efficiency incentive as opposed to a 
minimum add-on, 2 is that an alternative is 
levied with offset against the actual corporate 
income tax The MAT levy rate in all the 
countries where it has been introduced 
[Rajaraman 1995] 1 is specified by application 
of the prevailing nominal corporate tax rate 
to d uniform" prescribed minimum rate of 
return on assets Because of the offset 
provision, the incremental tax on income 
actuals is zero until the prescribed benchmark 
rate of return is attained This results in the 
efficiency mcentiveof aM AT, not achievable 


with a minimum add-on levied without such 
offset The efficiency incentive of a MAT 
is what makes it preferable from an economic 
viewpoint although from a purely revenue 
viewpoint a minimum add-on would be 
superior It is important to stress this, a MAT 
is recommended here on equity andeffictency 
grounds, not as a quick source of additional 
revenue Considerations entering into choice 
of the relevant asset base with respect to 
which the threshold rate should be specified 
are discussed in Section II 
The threshold minimum rate of return to 
assets cannot exceed the average pre-levy 
rate of corporate return, but it must be near 
enough to, preferably at, the average rate so 
as to serve as an adequate efficiency incentive 
Section III presents data on Actual rates ot 
return on corporate assets in India in recent 
years using a sample from the CMIE 
corporate data base A rate of return on assets 
presents the fundamental difficulty that the 
numerator is a flow at current nominal prices, 
and the denominator is a stock figure valued 
at historical cost, i e, each addition to the 
stock is valued at prices prevalent at the time 
of addition This problem is Also examined 
in Section III 41 

For reasons having to do with eligibility 
for foreign tax credits, minimum presumptive 
levies are designed so that the conventional 
corporate income tax remains pay»j6le in full 
with a crediting provision against the 
minimum asset-based tax, rather than the 
other way around The MAT thus becomes 
payable only if it exceeds current income 
tax Where a carryback provision exists, any 
unclaimed credit in excess ot current MAT 
can oe credited against M AT paid in previous 
years and a refund obtained (or in a 
carryforward version, unclaimed credits 
could be used against MAT payable in future 


i 
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years). Potentially, both provideanincentive 
not to underreport actual incomes even in 
years when actuals exceed the presumptive 
minimum, although it must be remembered 
that other taxes on corporate entities would 
jointly determine the incentive for 
misreporting of any item of expenditure or 
receipt. Clearly, the operational significance 
of carryback/carryforward is a function of 
the transition probabilities of Indian corporate 
entities around the threshold rate of return. 
Section IV examines the evidence in this 
respect using CMlEdata covering the period 
1978-95. In case of a sharp exogenous shock 
which lowers the average rate of return, the 
MAT could come under pressure unless 
there is a carryforward provision whereby 
past unclaimed credits can be used to 
discharge MAT liabilities. This reinforces 
the case prima facie for inclusion of 
carryforward as a feature of the design of 
the tax, independently of the empirical 
findings regarding the transition 
probabilities. 

Finally, Section V presents data on the 
likely first-period revenue yield from 
introduction of a MAT. A risein the effective 
rate of tax will tollow upon the introduction 
of a minimum alternative even with indefinite 
carryback/carry forward, because of the cap 
on avoidancc/cvasion. It is important how¬ 
ever to recall the Estachc-van Wijnbergen 
simulation results which demonstrate the 
rapid rise of the effective tax rate with income 
uncertainty within conventional corporate 
taxation. This is because the conventional 
corporate tax gives the government an equity 
share only of positive profits and not of 
losses (unless losses can be indefinitely 
carried forward). The minimum tax is merely 
in the nature of an additionally put option 
on the equity share giving further downside 
cover. If the enhanced revenues from a 
minimum corporate levy can contribute 
significantly to macro-economic stability, 
and hence to stability of corporate profits, 


theme could be an overall fall in die effective 
tax rate despite the direct comparative static 
effect of the minimum tax [fistache-van 
Wijnbergen 1992]. 

Because the MAT itself becomes payable 
only if the minimum tax exceeds actual tax 
liabilities in any year, it is described as “one 
of the few taxes the success of which is 
measured by how little is collected** [Byrne 
1994:534]. If the efficiency and accurate 
reporting incentives together serve to raise 
(reported) corporateratesof return, the MAT 
itself may make a declining direct 
contribution to tax revenues overtime (given, 
of course, suitably stable macro-economic 
conditions). The impact of the MAT upon 
corporate performance is clearly fairly 
critical. It has been estimated for Mexico 
that for every Mexican New Peso of direct 
tax collected from the MAT in 1994, the 
indirect impact was an additional 3.5 New 
Pesos of regular corporate tax revenue [Gil 
Diaz 1996]. The direct contribution of the 
MAT was estimated at 0.3 per cent of GDP; 
the overall incremental impact at 1 percent. 
The tax had been in operation at the time 
for six years. 

If a sustained rise in revenue does result 
from a MAT, it is always possible in principle 
for a subsequent reduction of corporate tax 
rates so as to achieve revenue-neutrality. 
The net effect of the introduction of a MAT 
and the reduction in corporate tax rates would 
then be a revenue-neutral shift to greater 
fairness in incidence because of reduced 
avoidance/evasion, and possibly greater 
efficiency of performance. 

II 

MAT Parameters 

In all choices relating to the design of a 
MAT, there is an overriding requirement of 
simplicity. A tax introduced to combat 
corporate tax complexity must itselfbe simple 
to be effective. The basic idea is to equate 


the MATtotitttu pa^ftthettnt^d 
rateofreturns"- Apply ing the Indian nominal 
corporate tax rate of 40 per cent (excluding 1 
surcharge) 4 to a 4 per cent rate of return for 
example would yield a 1.6 per cent rate of 
asset levy. Prevailing nominal rates of 
corporate taxation elsewhere in the 
developing world, with a few exceptions, 
vary within a fairly narrow band of 30-35 
per cent. Prevailing MAT rates with some 
exceptions vary between 1-2 per cent, 
corresponding to minimum rates of return 
between 3-5 per cent. In Mexico, the leader 
of the MAT wave, the rate was lowered from 
2 per cent to 1.8 per cent in 1995. 

Assets as a base upon which to rest a cross- 
sectoral ly uniform presumption of corporate 
taxability carry an economic justification 
that turnover does not. It is expected that 
capital flows in the absence of entry barriers 
will equate over lime the risk-adjusted rate 
of return to assets across seciors. The same 
cannot be said of the rate of return on turnover, 
and that is why an inter-seclorally uniform 
turnover-based minimum *ax cannot be 
prescribed. There is no case for confining 
the asset-base to operating assels alone, since 
corporate lax is levied on the total profits 
of a company, not on its operating profits 
alone. By extension of the same reasoning, 
there is no case for further confining the 
asset base to fixed operating assets alone. 

In most countries, the base is total assets 
rather than net worth. Rales of return to total 
assets and to net worth for the Indian 
corporate sector, based on the CMIE sample, 
are presented in Section III. The term 'total 
assets* rather than 'gross assets’ is used here 
because fixed assets are taken at written- 
down value net of depreciation in accordance 
with the provisions of the Companies Act. 
A total asset base for an inter-sectorally 
uniform minimum expected rate of return 
carries a theoretical justification that net 
worth does not. Net worth also introduces, 
or reinforces any pre-existing, biases in 


Table I: Pattern of Incidence of Zero-Tax Companies 


Profit 
before Tux 
(Rs cron?) 


1995 



1994 



1993 



1992 



1991 


Total 

Zero- 

Tax 

Tax/PBT 
(Per Cent) 

Total 

Zero- 

Tax 

Tax/PBT 
(Per Cent) 

Total 

Zero- 

Tax 

Tax/PBT 
(Per Cent) 

Total 

Zero- 

Tax 

Tax/PBT 

(PerCent) 

Total 

Zero- 

Tax 

Tax/PBT 

(PcrCem) 

£500 

9 

1 

14.4 

6 

1 

15.4 

4 

0 

28.6 

2 

0 

24.0 

2 

0 

11.4 

400-500 

6 

0 

29.7 

1 

0 

37.1 

2 

1 

21.7 

1 

1 

0.0 

0 

0 

0.0 

300-400 

9 

2 

19.8 

5 

0 

32.2 

3 

0 

36.3 

2 

1 

27.6 

1 

1 

0.0 

200-300 

5 

0 

18.0 

9 

1 

19.2 

5 

1 

22.3 

7 

0 

34.8 

’ 5 

1 

29.8 

100-200' 

26 

1 

16.0 

21 

6 

19.6 

17 

3 

19.0 

11 

3 

24.4 

12 

2 

32.6 

50-100 

49 

14 

14.9 

34 

9 

17.7 

23 

5 

22.3 

31 

8 

25.4 

24 

7 

21.2 

25-50 

106 

26 

16.6 

71 

16 

18.3 

60 

13 

26.8 

48 

9 

29.1 

39 

12 

20.3 

10-25 

225 

62 

14.5 

177 

46 

20.9 

132 

25 

27.8 

130 

39 

25.6 

122 

36 

23 7 

0-10 

917 

406 

16.1 

1011 

436 

47.5 

1044 

427 

24.3 

1099 

465 

22.7 

1102 

458 

20.1 

Total 

1352 

SI2 

16.85 

I33S 

515 

19.45 

1290 

475 

26.69 

1331 

526 

25.56 

1307 

517 

21.43 

<0 

155 

143 

- 

172 

161 

- 

217 

201 

- 

176 

171 

- 

200 

197 

- 

Grand total 

1507 

655 

17.66 

1507 

676 

21.24 

1507 

676 

29.94 

1507 

697 

29.03 

1507 

714 

23.74 


Notts ■ Profit before tax (pbt) is book profit. Some companies with book losses may nevertheless have positive taxable income if they do not have recent 
asset growth, because assets being written off in the books would already have been written off under the accelerated provisions of the Income 
tux Act 

Awn e: CMIE panel of t ,507 companies. The 1,334 mining and manufacturing companies in the panel accounted in 1994 for 67.5 per cent of gross value 
added in that sector os estimated in the National Accounts, and 74.7 percent of total excise tax collections. 
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favour of debt finance; a total asset base is 
neutral with respect to mode of financing. 
Finally, net worth is administratively difficult 
because it carries the problem of having to 
detect fraudulent debt, or debt contracted 
from parties beyond thereachof the minimum 
corporate tax. 

The alternative of taking total assets 
without deduction of debt is therefore 
recommended here, even though this will 
double-tax inter-corporate debt, and is 
unsuitable for financial intermediaries, 
including leasing companies, which conduct 
debt-based operations. One option is to have 
a lower rate of levy on the financial sector, 
but on a total asset base, as in Argentina, 
which had a 0.4 per cent levy for financial 
companies, and 1 per cent for all others. The 
second option is to exclude the financial 
sector altogether from the ambit of the tax, 
as in Mexico, although m response to adverse 
Supreme Court rulings this exclusion has 
been modified somewhat as of May 1,1996. 
The banking sector is now covered, but only 
to the extent of fixed assets and working 
capital, i c, assets not related to financial 
intermediation activities. A uniform levy on 
total assets for all firms with no concessions 
lor the financial sector is practised in Peru, 
Venezuela and Ecuador 

A total asset base does result in double 
taxation of inter-corporate lending. However, 
the Mexican solution which provided for 
deduction ot all disintermediated, i e, inter¬ 
corporate, debt from the total asset base of 
the borrower, but not intermediated. i e, 
bank debt, 1 was administratively compile ai cd 
and legally vulnerable on the grounds ol 
discrimination between debt by source. 
Further complications resulted from the 
deductibility of disintermediated debt, which 
required an extension of the assets tax right 
across the business spectrum to include 
individuals lending to the corporate sector, 
so as to plug all possible loopholes These 
led to adverse Supreme Court rulings 
(although these do not in the Mexican systefri 
imply automatic repeal of the law).* 

The legal buffeting to which the MAT in 
any country is subjected is instructive because 
it provides pointers to avoidable defects m 
design, although legal systems differ so 
greatly that what is impermissible in one 
country, such as the financial sector exclusion 
in Mexico, may not pose a problem in other 
countries with precedents of sectoral 
exclusion. 7 It is clear, however, from the 
Mexican experience that allowing for the 
deductibility of some but not all debt is a 
recipe tor legal disaster, as are loophole¬ 
plugging selective extensions of the tax 
beyond corporate confines. Other counts on 
which the Mexican MAT was ruled 
unconstitutional included the violation of 
the municipal prerogative of taxing 
immovable property; and the charge that 


offset against (he pre-existing corporate tax 
discriminated against those with an inability 
to use the offset provision, i e, those with 
insufficient taxable income (Memorandum 
1995: 30-3!;3]. These legal obstacles are 
not insurmountable, since a MAT is a tax 
on the minimum presumptive income from 
assets rather than on assets or property per 
se* and Unavailability of the offset provision 
both concurrently and across time 
discriminates only against those companies 
which consistently fail to generate enough 
taxable income with which to offset MAT 
over time. 

Exempting the financial sector from the 
ambit of a total asset-based tax may be 
advisable for India, where the tax loopholes 
that facilitate avoidance such as accelerated 
write-off and export income exemption, are 
not exploitable by financial intermediaries. 
If the financial sector inclusive of leasing 
companies is excluded from the ambit of a 


MAT, assets teased-ixi should be included 
in the taxable base of non-financial com¬ 
panies so as to plug a ready loophole. 

A MAT may unavoidably have to be 
aligned with sectoral exemptions already in 
place for the corporate tax, as for example 
the exemption from taxability of export 
income in India under Section 80HHC. 
Although a MAT may be perceived as one 
way by which to bypass such sectoral 
exemptions, it may be subject to legal chal¬ 
lenge on those grounds. A sectoral exemption 
for financial intermediaries has already been 
recommended. Additional exemptions as in 
Venezuela for corporate bodies m the public 
sector and the primary sector arc however 
prima facie discriminatory." The need tor 
simplicity overrides other exemptions which 
are justifiable but complicated to administer, 
as for example where the product is price- 
controlled so that profits in those sectors are 
thereby constrained. 


Table 2A Rates of Return 1994-95 - Profit Making Non-Finanoal Companies 

(Percent) 


Sector No of 

Companies 

Tox/PBT 

Exports/ 

Total 

Turnover 

Asset 

Growth® 

1991-95 

Total 

Assets 

PBT/Assets 
Operating 
Assets* 

Net 

Worth 

Mining and 
refining 

23 

16 

1 

96 

9 

9 

19 

Food 

122 

28 

9 

120 

9 

10 

24 

Textiles 

168 

10 

13 

115 

7 

6 

16 

Chemicals 

194 

20 

8 

87 

II 

12 

25 

Non-metal minerals 

74 

6 

12 

78 

9 

8 

22 

Base metals 

142 

6 

8 

106 

6 

6 

17 

Machinery 

211 

10 

6 

91 

8 

10 

21 

Transport 

76 

27 

7 

94 

11 

16 

29 

Other manufacturing 

166 

9 

4 

109 

4 

4 

II 

Services 

108 

23 

17 

93 

9 

10 

27 

Diversified 

33 

8 

6 

121 

K 

7 

16 

Grand total 

1117 

17 

7 

97 

8 

8 

20 


Notes' ® Asset growth is estimated over a four-year period ending in 1995, on 1991 as base 
* In this column, the numerator is pbt from operating assets alone 
Source That subset of the panel of 1,507 companies (Table I) consisting of non- financial companies 

with positive book profits in 1994-95 The total number of non»financial companies in the 
sample was 1,474, of whom 1,317 made positive profits 


Table 2B Rates of Return 1994-95 - All Non-Financial Companies 

(PerCent) 


Sector 

No of Tax/PBT 
Companies 

Exports/ 

Total 

Turnover 

Asset 

Growth 

1991-95 

Total 

Assets 

PBT/Assets 

Operating 

Assets 

Net 

Worth 

Mining and 
refining 

24 

16 

3 

96 

9 

9 

19 

Food 

132 

29 

9 

116 

9 

9 

24 

Textiles 

197 

11 

12 

110 

5 

4 

15 

Chemicals 

210 

20 

8 

85 

II 

12 

25 

Non-metal minerals 

83 

7 

II 

80 

8 

7 

21 

Bose metals 

175 

7 

9 

104 

4 

1 

H 

Machinery 

218 

12 

6 

87 

7 

K 

21 

Transport 

83 

28 

7 

91 

10 

14 

28 

Other manufacturing 176 

9 

5 

107 

4 

3 

II 

Services 

120 

24 

17 

85 

9 

9 

27 

Diversified 

36 

8 

6 

116 

7 

6 

15 

Grand total 

1474 

18 

7 

94 

7 

7 

18 

Notes and Sourt'e 

See Table 2A. 



a 





For the 33 finance companies in Ihe panel, PBT/total assets was 1 per cent, 
pbt net worth was 24 percent 
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Lastly, it is vital not to discriminate 
between classes of assets, in order to reduce 
to a minimum the administrative task of 
processing MAT payments. Thus for 
example, while non-profit bodies clearly fall 
outside the purview of a MAT, there should 
be no provision for exemption of assets 
classified as non-commercial or devoted to 
charitable purposes by a profit-making 
corporate bpdy. Administrative simplicity is 
further enhanced where the asset base is 
stipulated at a point in time (year-end or 
opening) rather than as a yeat average (as 
in Venezuela for example). 

in 

Specification of a Cross-Sectoral 
Threshold Rate of Return to Assets 

Table 1 shows the number of companies 
not paying taxes in any year of the period 
1991-95 from a CMIE panel of 1,507 
companies. The number not paying taxes 
varies between 475 and 526, more than one 
third the number of companies making profits 
in any year. Although a majority of these 
made Rs 10 crore of profit or less, the 
number of zero-tax companies making profit 
above Rs 10 crore ranges between 59 and 
106. Clearly, the phenomenon is not marginal 
or negligible. 

The table also shows tax paid as a 
percentage-of profit before tax (pbt) each 
year. Among companies declaring positive 
profits, tax/pbt declined over the period to 
as little as 16.85 per cent in 1995, close to 
one-third of the n« *minal rate of 46 per cent 
including surcharge; lor all companies it is 
somewhat higher, at P 66 per cent, because 
the addition of loss-making companies 
reduces the denominator while not reducing 
taxes paid. 10 The decline in tax/pbt has been 
particularly sharp after 1993. (In what follows 
tax/pbt will be referred to as the collection 
rate; this isdifferent from the effect* vc rate. 11 ) 

The tax concessions and loopholes which 
make tax avoidance possible in India are 
listed in Appendix A. These fall in three 
broad categories. One category relates to 
income sourced from exports of goods and 
services. This class of exemptions dates from 
1983, although the basis and exemption 
percentage have been repeatedly altered. 
The present 100 per cent exemption for 
operating profits from exports of goods and 
merchandise dates from April 1, 1989. 

The second source of concessions relates 
to backward area location, dating back to 
Section 80 HH introduced in the early 1970s. 
The incremental advantage for backward 
area location which has always been in the 
form of enhanced gestation period 
concessions, has remained steadily in force 
except for a brief hiatus between the 
termination of Section 80 HH on March 31, 
1990 and the introduction starting April 1, 


1993 of a five-year tax holiday for location 
in backward states as a part of Section 80 
1A, a provision scheduled for termination on 
March 31,1998. As of March 31,1995 there 
isno generalised gestation period concession 
under Section 801A, which covers all such 
provisions, although there remain special 
concessions for power generation/ 
distribution (up to March 31, 1998), small- 
scale units (up to March 31, 2000) and 
infrastructure investment (no cut-off date). 
A further provision for backward districts 
in non-backward states which was scheduled 
to be in force between October 1,1994 and 
March 31,1999, has yet to become operative 
since the list of permissible locations has not 
been notified. Backward area concessions 


area pohtkudly senritivema^er. impossible 
that future political configurations might 
lead to further entrenchment of these rather 
than a reduction or withdrawal. 

The third class of concessions consist of 
growth incentives. Although the investment 
allowance introduced on April 1,1965 under 
Section 32A was terminated on March 31, 
1990, the depreciation provisions under 
Section 32 were enhanced starting April 1. 
1988. The accelerated write-off now possible 
under Section 32 is the most widely 
exploitable means by which to reduce 
corporate tax liability. 13 Indeed, the sharp 
fall in the tax/pbt percentage since 1993 
(Table 1) probably results in part from the 
step-up in physical investment in the 


Table 2C: Rates of Return 1994*95 - Private Sector Non-Financial Companies 

(Per Cent) 


Sector 

No of Tax/PBT Exports/ 
Companies Total 

Turnover 

Asset 

Growth 

1991-95 

_PPTYAsyfe 

Total Operating 
Assets Assets 

Net 

Worth 

Mining and 







refining 

15 29 

14 

96 

13 

23 

32 

Food 

132 29 

9 

116 

9 

9 

24 

Textiles 

1% 11 

12 

110 

6 

4 

15 

Chemicals 

205 21 

9 

92 

10 

11 

24 

Non-metal minerals 

83 7 

11 

80 

8 

7 

21 

Base metals 

166 10 

' 10 

202 

6 

4 

16 

Machinery 

228 26 

6 

118 

8 

12 

24 

Transport 

81 29 

7 

80 

11 

14 

27 

Other manufacturing 169 12 

6 

127 

6 

5 

16 

Services 

114 13 

26 

93 

9 

8 

22 

Diversified 

33 8 

6 

121 

8 

7 

16 

Grand total 

1422 17 

9 

116 

8 

8 

20 

Notes and Source: 

See Table 2A. The 1.422 companies include those making losses. 


Table 3: Probabilities of Corporate Returns to Assets Crossing Specified Threshold Rates 

Year 

No of Sample 



p (r £ r*) 




Companies 

r* = 0.05 


r* = 0.04 


r* = 0 

1977 

43 

0.16 


0.21 


0.47 

1978 

61 

0.23 


0.26 


0.56 

1979 

124 

0.19 


0.23 


0.53 

1980 

185 

0.35 


0.42 


0.72 

1981 

471 

0.35 


0.44 


0.76 

1982 

994 

0.34 


0.41 


0.76 

1983 

1138 

0.31 


0.38 


0 73 

1984 

1174 

0.24 


0.31 


0.69 

1985 

1240 

0.27 


0.34 


0.71 

1986 

1348 

0.38 


0.45 


0.76 

1987 

1449 

0.40 


0.46 


0.73 

1988 

1864 

0.34 


0.41 


0.69 

1989 

2079 

0.42 


0.49 


0.74 

1990 

1859 

0.47 


0.52 


0.78 

1991 

2198 

0.48 


0.55 


0.78 

1992 

2358 

0.49 


0.56 


0.80 

1993 

2924 

0.46 


0.52 


0.76 

1994 

2259 

0.58 


0.64 


0.85 

1995 

2259 

0.62 


0.69 


0.88 

1977-95 

26027 

0.44 


0.50 


0.77 

(1977-95) »’ 

' -37.16 

x 1 - 1163.32 

X J = 

1096.91 

X 2 * 

513.69 

IS; W5 

ii 

IS 

. 

IILW5 



Notes : The probability p of success, defined asr Sr*, is presented for three values of r*. The % 2 test 
for the null hypothesis of homogeneity over tin period 1977-93 for each value of r* is 
performed using the average probabilities across the relevant time period to obtain the best 
estimate of expected cell values (not reported in the table). 

Source: CMIE corporate database on non-fmancial companies. 
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corporate sector, 11 along possibly with 
accelerated use of the backward location 
provision before its scheduled phase-out in 
1998 

It must be remembered that the tax/pbt 
percentages of Table I indicate only such 
tax reduction as has been achieved through 
avoidance on declared profits There are in 
addition unreported, evaded profits, the 
possibilities for which through transfer 
pncing, for example, will increase with 
greater opening to multinationals, given the 
high rate of nominal corporate taxation in 
India Mintz-Tsiopoulos (1993) estimate the 
effective tax rate on manufacturing in India 
without incentive-adjustment at 48 6 per 
cent, as compared to 47 5 percent (Pakistan), 
16 9 per cent (Sn Lanka) and 12 7 per cent 
(China) The rate tor India with incentive- 
adjustment (different from the corporate 
collection rates of table 1 ) u is 21 8 per cent 
It should be added that the Mintz-Tsiopoulos 
incentives do not include the export 
exemption, which the collection rates 
calculated in this paper do 

Even il for the sake of argument the low 
tax/pbt percentage is attributable entirely to 
accelerated write-off on investment in plant 
and machinery, liscal neutrality with respect 
to the investment decision would remain 
nevertheless the pielerable stance In India 
in particular, the need of the hour is a system 
of fiscal incentives for more efficient 
utilisation of existing capacities, which is 
what a MAT provides rather than tor the 
hasty creation of additional capacity in order 
to exploit tax concessions There is evidence 
that ef fluency in asset utilisation has declined 
steadily since 1989 90, as measured by the 
ratio of sales to gross fixed assets, despite 
the intrinsic valuation problem which should 
normally increase the ratio over time, since 
sales are at current prices, and gross fixed 
assets at historical pnces [CMIE 1996 23] 
Thus the rise in investment in recent years 
appears to have been accompanied by a 
decline in asset utilisation It would clearly 
be far better if the investment decision were 
neither hastened nor misdirected by 
accelerated depreciation provisions The case 
for ageneraltsed gestation penod concession 
on the other hand is valid and supportable, 
particularly so m the context of a MAT 

The first requirement for a MAT is the 
prescription of a minimum rate of return on 
assets, which is near enough to the average 
pre-tax rate of corporate return to serve as 
an adequate efficiency incentive but which 
is not at the same time punitive Tables 2A, 
2B and 2C present sector-wise data for the 
year 1994-95 for 1474 non-financial 
companies from the panel of Table 1 on pbt 
as a percentage of both total assets and net 
worth 

The expectation of cross-sectoral stability 
in the rate of return to assets is predicated 


on free capital flows across sectors Because 
the corporate sector in India continues to be 
exit-bamered. Table 2A is confined to the 
1317 profit-making companies among the 
sample The pbt/total assets ratio shows 
remarkable intersectoral stability at or around 
8 per cent With three exceptions, the rate 
of return to total assets vanes within a narrow 
band of 6 to 9 per cent The cross-sectoral 
stability of what is an average pre-tax rate 
of return to assets, unadjusted for nsk (S is 
quite remarkable 

The dispersion around the cross-sectoral 
mean of 8 per cent is examined in the section 
that follows in terms of counts around the 
mean, treating performance above and below 
as discrete, qualitative states This is 
predicated on the assumption that what 
matters for the acceptability of a MAT is the 
probability of positioning on either side of 
the threshold rate of return, rather than the 


deviation in terms of distance from that 
threshold 

Interestingly, pbt from operating assets 
alone as a percentage of operating assets is 
also 8 per cent across sectors, although it 
exhibits marginally greater inter-sectoral 
variation Between the two, pbt/totaJ assets 
is the more stable and certainly the more 
relevant, since it is total corporate income 
whether derived from operating or financial 
assets, that constitutes the taxable base Pbt/ 
net worth has a cross-sectoral average of 20 
per cent, and as may be expected exhibits 
the greatest volatility of the three with a 
range of 11 to 29 per cent The tax/pbt 
percentage vanes very widely from 30 per 
cent to as low as 6 per cent in two sectors, 
and exhibit no relationship with sectoral 
export/tumover percentages or asset growth 

Table 2B shows the corresponding figures 
tor all, including loss-making, companies in 


Tabi e 4 Transition Probabilities around the Threshold Rate of Return r* = 0 05 


Year 

Total 

Companies 

r . . 

2 r* (=0 05) 


r. 

,<r*(= 

0 05) 

Pn 

P.2 

X? 

P 21 

Pn 

x. 7 

1978 

43 

0 43 

0 57 


0 19 

081 


1979 

61 

079 

021 

2 68 

0 13 

0 87 

0 69 

1980 

124 

0 67 

0 33 

061 

0 27 

0 73 

3 72 

1981 

185 

0 49 

0 51 

2 14 

0 19 

081 

1 9! 

1982 

471 

0 57 

043 

1 29 

Oil 

0 89 

471 

1983 

994 

0 59 

041 

0 15 

0 15 

0 85 

2 02 

1984 

1138 

0 56 

044 

0 79 

0 10 

090 

8 04 * 

1985 

1174 

067 

0 33 

800 

0 13 

0 87 

5 59 * 

1986 

1240 

078 

0 22 

9 89 

024 

0 76 

31 46 

1987 

1348 

0 73 

0 27 

290 

0 20 

0 80 

4 52 

1988 

1449 

066 

0 34 

5 63 

0 12 

0 88 

19 05 

1989 

1864 

080 

020 

30 37 

0 19 

081 

19 77 

1990 

2079 

081 

0 19 

0 19 

0 25 

0 75 

II 71 

1991 

1859 

0 80 

0 20 

044 

0 22 

0 78 

2 68 

1992 

2198 

0 79 

021 

009 

0 19 

081 

1 91 

1993 

2358 

0 76 

024 

2 73 

0 16 

0 84 

3 46 

1994 

2924 

0 83 

0 17 

19 37 

0 28 

0 72 

48 68 

1995 

2259 

0 83 

0 17 

004 

0 33 

0 67 

2387 48 

1978 95 

23768 

0 77 

0 23 


0 20 

0 80 


1978 85 

5430 

060 

040 


0 13 

0 87 


1986 95 

183^8 

079 

0 21 


0 22 

0 78 


(1978 95) 

X - 

353 01 x 2 

= 35 72 


X 2 

= 339 56 

X 2 = 72 


i 

17 

w% 


17 


17 W 

(1986 95) 

X = 

10613, x 2 

= 23 59 


X 2 

= 19161 

Y 1 = 23 59 


9 

v ws 


v 


V 


Notes I This column indicates the number of companies for which information was available for both 
that year and the year preceding (1 e, any accounting year ending in the year indicated t or 
the one preceding, t-l) 

Denoting p* rformance at/above r* (success) and below (failure) by I and 2 respectively if for 
each year t \ (ij * 1,2) denotes the cell values of the numbu f companies in state i in year 
(t -I) and Mate j in year t, and if £ X 4j = X 4j 

P|| * ^11^1 P|2 “ ^12^1 
Pa» = P 22 = X^/Xj 

The x 2 test for the null hypothesis of homogeneity over the periods 1978 95 and 
1986-95 is performed using the cell values X t| (not shown in the table) and expected cell 
vabie E y talso not shown) The best estimates of the expected numbers are obtained from 
the averagt probabilities p.. obtained across the relevant time penod (reported in the 
table) 

The X 2 | are f° r pur-wise comparisons of p^in two by two contingency tables across 
adjoining years The value in the row for 1979 is for comparison with 1978 Values 
exceeding xf M s 3 84 are indicated in bold face 

Source See Table 5 
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th* Sample The 7 per cent average return 
to total assets is expectedly lower but thefoe 
is (also expectedly) greater inter-sectoral 
variation lf Finally, because public sector 
companies in India constitute points of further 
inflexibility in equilibrating capital flows 
between sectors Table 2C presents tiguies 
tor private sector non-financial (including 
loss-making) companies from the sample 
Here the rate ol tetum to total assets is back 
to 8 per cent and there is greater inter¬ 
sectoral stability 

Looking at these ltgures a minimum 
presumptive return to total assets of 5 per 
cent applied cross-sectorally would not 
appear to be a punitive expectation It is at 
or below the levels achieved in all but two 
sectors with the total sample ot 1 474, 
including loss making companies A 
minimum of 4 per cent is at or below the 
levels achieved in all sectors These then will 
be the two rates used for the revenue 
generation exercise 

In India, company balance sheets usually 
do not value assets at current prices (some 
companies in India do provide a revalued 
figure for some assets but typically for the 
land component alone) In that sense India 
is very different from high inflation countries 
like Latin America where revaluation of all 
assets is the norm A threshold rate ol leturn 
specified at cuncnt prices will thcrcfoie 
have add I erential impact between companies 
according to the age profile of then asset 
base The problem posed disappear only if 
all assets have a life of one year and require 
ieplacement cvciy year There will also be 
intersectoral differences in asset-life between 
activities However this should not in 
principle lead to sustained inter sectoral 
differences in the rate of return to assets in 
the presence of free capital flows 

The overall figure of asset-growth for all 
non-tmanual companies m theCMIEsample 
(Table 2B) is 94 per cent over the period 
1991 95 Thus of the total asset stock in 
1995, neai ly halt by value had been acquired 
in the preceding foui years This gnes a 
rough idea ot the per cent ol the total asset 
stock at any time valued at close io current 
prices on average across all sectors 

It remains true that a company with more 
recently acquired assets might find it harder 
to reach or cross a thtcshold rate ot return 
telative to a company with an older asset 
profile because of histoncal asset valuation 
among other reasons There art* ways bv 
which to alleviate this New companies can 
be granted a grace period (a grace period 
of three years was granted tor example in 
Mcxtto and Venezuela) Other companies 
can he given the option ot using the asset 
bast tor the second preceding >ear instead 
of the current year (as in Mexico) This 
allows tor a two->car lag in taxability at 
times ol business expansion 
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IV 

Transition Probabilities around 
the Threshold Rate of Return 

An average rate ot return to assets that is 
cross-sectorally stable is a first requirement 
for the specification of a MAT Ot equal 
relevance is the performance around that 
mean The acceptability ot a corporate MAT 
will in the first instance be a function of the 
probability ot placement around the pre 
scribed threshold A 4 per cent rate of return 
obtained tor example as an average across 
a majority ol companies at a small distance 
below the mean, and a small count of 
companies performing well above the thre¬ 
shold, would not serve very well as a MAT 
threshold In what follows the histoncal 
performance ot the Indian corporate sector 
is analysed m terms ot counts around the 
two chosen threshold rates of return r, 
treating performance above and below as 
discrete or qualitative states, rather than in 
terms of standard measures of dispersion ot 
a continuous variable 

Also of relevance, in addition to the count 
on either side of the threshold, is the transition 
count around the threshold of companies at 
a starting point on either side At the extreme, 
if the transition probabilities were zero 
implying that companies above the threshold 
slay above and companies below stay below 
a MAI would divide all companies into two 
classes one never needing to pay MAT 
because actuals would always more than 
offset MAT liabilities, and the other never 
able to fully offset MAT liabilities with 


payments of corporate tax on actual income 
Table 3 presents data covering the penod 
1977-95 from the CMIE database on non- 
financial companies The sample is not 
constant over time Treating these as 
independent draws from an underlying 
population of companies, the probability p 
of success defined as r > r*. is presented tor 
each year for three values ot r* 0 05,0 04 
and 0 It is clear from inspection that these 
probabilities have not remained constant 
over time Using the average probability 
across the entire penod as an estimate ol the 
true probability of success, the yC test not 
surpnsmgly rejects the null hypothesis ol 
homogeneity at p = 0995 tor the penod 
1977-95 tor all three values of r' 

T able 4 presents data from the same sample 
for the transition at each year t from the 
preceding year (t-1) in terms ol pcrlormance 
around the threshold r’= 0 05 17 If X if (i j = 
1,2) denotes the cell values ot the numbci 
of companies in state i in year (t-1) and state 
j in year t, with performance at/above f 
(success) denoted by 1 and below (lailurc) 
by 2, p i} denotes the corresponding prob 
abilities The dillerences between p, andp ( 
tor both values of j are very marked Although 
these can be subjected to a formal yC test 
it is clear from inspection that they tail the 
null hypothesis ot equality tor every year 
of the sample The difference between p (l 
and p 2l clearly indicates that the probability 
of success at time t is conditional on the 
placement ot the company in time (t-1) 
Ideally what is required foi both stales 
but state 2 m particular, is a hazard function 


Tabi 1 5 Transition Probarii mrs aroiim ' u Thr^suoid Rah of Riturn r*~0 04 


Year 

Total 


r i |* 

r* (= 0 04) 



r , . < r* <= 

0 04) 


Companies 1 

Pm 


P.2 

x? 

P 21 

P , 2 


xr 

1978 

45 

0 44 


0 56 


021 

0 79 



1979 

61 

081 


0 19 

5 59 

0 16 

084 


0 54 

1980 

124 

0 72 


0 28 

044 

0 51 

069 


5 58 

1981 

185 

0 56 


044 

2 27 

0 25 

0 77 


1 52 

1982 

471 

0 59 


041 

0 15 

0 15 

0 85 


5 55 

1981 

994 

0 65 


0 55 

251 

0 17 

0 85 


044 

1984 

1158 

061 


0 39 

2 05 

0 12 

0 88 


7 89 

1985 

1174 

071 


0 29 

908 

0 16 

0 84 


7 45 

1986 

1240 

0 80 


0 20 

9 06 

0 27 

0 75 


28 00 

1987 

1548 

0 77 


0 25 

1 24 

0 20 

0 80 


10 29 

1988 

1449 

0 70 


0 50 

7 62 

0 14 

0 86 


11 87 

1989 

1864 

0 82 


0 18 

25 64 

0 22 

0 78 


22 72 

1990 

2079 

0H5 


0 17 

0 20 

0 26 

0 74 


4 94 

1991 

1859 

0 85 


0 17 

0 02 

0 26 

0 74 


004 

1992 

2198 

0 82 


0 18 

0 59 

0 22 

0 78 


5 59 

199} 

2558 

0 79 


021 

509 

0 19 

0 81 


2 87 

1994 

2924 

0 86 


0 14 

24 65 

0 50 

0 70 


56 51 

1995 

2259 

0 86 


0 14 

0 02 

0 57 

065 


11 94 

1978 95 

21768 

0 79 


0 21 


0 25 

0 77 



1978 85 

5410 

0 64 


0 36 


0 16 

0 84 



1986 95 

18558 

0 82 


0 18 


0 25 

0 75 


206 25 

(1978 95) 

X 2 * 

585 45 

x’ 

■= 55 72 


X 

2 = 301 72 

X 1 

= 55 72 


17 


17 

w 



17 

17 

w* 

(1986 95) 

X 7 s 

158 29, 

x J 

= 23 59 


X 

2 = 206 25, r 1 

= 25 59 


<# 


V 




V 

V 



Note* and town* See notes to Tables 5 and 4 
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which estimates the rate at which the duration 
in that state will be completed at a duration 
t, given that it has lasted until t. In the 
terminology of hazard functions, positive 
duration dependence means that.,the 
probability of ending the spell increases as 
the spell duration increases; and negative 
duration dependence means that the 
probability of ending the spell decreases as 
the spell duration increases [Kiefer 1988]. 1 * 
A MAT with carryback/carryforward features 
is predicated on the assumption of positive 
duration dependence. 

Hazard function estimates are un¬ 
fortunately ruled out here. The sample is not 
constant in size. ,y Even with a uniform sample 
hazard, functions for corporate performance, 
although desirable, may be less feasible than 
for the labour market context in which they 
were first developed, lor two reasons. The 
first is that the hazard function for state 2 
may well be U-shaped, with initial negative 
duration dependence followed by positive. 
The second reason is that the hazard function 
for the initial spell in state 2 after corporate 
birth may be different from subsequent spells. 
A long data series is required on both accounts 
but because corporate performance is 
measured annually, a long enough senes 
may cover too long a period for structural 
constancy. 

For r* = 0.05, the average probability p 12 
of a company that has achieved success in 
one year making a transition the following 
year to failure was 0.23 over the period 
1978-95. There is a clear drop over the 
eighties to lower and more stable values of 
p l2 (for an exploration of the reasons for the 
turnaround in the performance of Indian 
industry in the eighties, see Ahluwuiia 1991; 
and for a spirited rebuttal, Jain 1993). 2n Not 
surprisingly, the test of homogeneity 
rejects the null hypothesis ot uniformity for 
the 1978-95 period. The null is rejected also 
for the 1986-95 penod. Pair-wise com¬ 
parisons of adjoining years, however, shows 
fair year-to-year stability in the probabilities 
p |jf except for a few deviant years. By contrast, 
the probabilities p 2| exhibit much less 
stability. The average probability p 2l of a 
company making a transition from failure 
in one year to success in the following year 
is 0.20 over 1978-95. This figure shows less 
evidence of upward or downward movement 
over the years, but wider year-to-year 
fluctuations, with a dramatic improvement 
in performance in 1994 and I995. 21 The x 2 
test rejects the null for the periods 1978-95 
and 1986-95, as also most of the pair-wise 
comparisons. 

The average probabilities over the period 
1978-95 yield the following transition 
probabilities matrix T: 

ft*-P«> P„ 1. fo77 0.23 1 

L P>. O - P„)J l°-20 0.80 J 


Ti^ng these probabilities as hiving been 
obtained from a one-step stationary Markov 


process, the long-term proportion S, of 
successful firms (at or above the threshold), 
and residual proportion S, of failures (below 
the threshold) are as follows:* 1 

S - hi 0 20 

' " P 2 . + Po " 0 43 


. 0.47; 


S, *—- 

fc. + P.. 


0.53 


If a threshold r" is needed such that the 
long-term proportion S, (based on historical 
average probabilities) crosses 0.S0, it is clear 


that r* must be somewhat lower than 5 per 
cent. 

Table 5 performs the same exercises for 
r* = 0.04. The pattern of relative stability 
year-to-year in p (J , and volatility in p 2 , 
remains essentially the same as for r'sO o4. 
The long-term proportions S, and S, based 
on the average historical probabilities areas 
follows: 

S, = 0.52 

S 2 = 0.48 

Thus, with r* » 0.04 the long-term 
probability of a company being above the 
designated threshold is greater than half. It 


Table 6: Corporate MAT - First-Round Revenue Impact 



1994-95 

_1993-94_ 


Rs Crore 

Pfer Cent 

Rs Crore 

Per Cm 



of Base 


of Base 



Revenue 


Revenue 

Total corporate tax revenue collections 

13250 


10060 


Taxes paid by sample companies 

5697 

100.0 

4503 

100.0 

Option I. 

(6245) 

(100.0) 

(4937) 

(100.0) 

A 2 per cent of total assets 

16906 

296.8 

11035 

271.0 

+ 46 per cent of (pbt - 5 per cent of total assets) 
if pbt > 5 per cent of total assets 

(17455) 

(279.5) 

(12639) 

(256.0) 

B Option 1A * (1 - exports/tumover) 

15274 

268.1 

11035 

245.1 

Option 2. 

A 2 per cent of total assets 

(15823) 

(253 4) 

(11469) 

(232.3) 

12629 

221.7 

9629 

213.8 

+18 per cent of (pbt - 5 per cent of total assets) 
if pbt > 5 per cent of total assets 

(13177) 

(211.0) 

(10063) 

(203.8) 

B 2 per cent of total assets * (1 - exports/tumover) 

11713 

205.6 

8925 

198.2 

+18 per cent of (pbt - 5 per cent of total assets) 
if pbt > 5 per cent of total assets 

(12262) 

(196.3) 

(9359) 

(1896) 

Option 3: 

A 1.6 per cent of total assets 

16490 

289.5 

11660 

258 9 

+46 per cent of (pbt - 4 per cent of total assets) 
if pbt > 4 per cent of total assets 

(17039) 

(272.8) 

(12094) 

(245 0) 

B Option 3A * (1 - exports/tumover) 

14883 

261 2 

10536 

234.0 


(15432) 

(247.1) 

(10969) 

(222.2) 

Option 4: 




A 1.6 per cent of total assets 

11263 

197 7 

8445 

187 5 

+18 per cent ot (pbt - 4 per cent of total assets) 
if pbt > 4 per cent of total assets 

(11812) 

(189 1) 

(8879) 

(179 9) 

B 1 6 per cent of total assets • ( 1 - exports/tumover) 1053 1 

184 9 

7882 

175.0 

+18 per cent of (pbt - 4 per cent of total assets) 
if pbt > 4 per Lent of total assets 

(11080) 

(177.4) 

(8315) 

(168.4) 


Notes anddeftnitionv.Thc first figure against each option indicates revenue collected from the non- 
finoncial companies in the sample alone. The figures m parentheses arc inclusive of tuxes 
(unchanged base revenue) paid by the 337 financial companies in the sample, on which MAT 
is not applied 

Option J and3 The present base rate of corporate levy of 40 per cent applied to the minimum presumed 
rate of return yields a minimum asset levy of 2 per cent at a 5 percent rate of return to assets (option 
D* 1*6 per cent at a 4 per cent rate of return to assets (option 2) The full corporate tax rate of 46 
percent incisive of surcharge is applicable only to tax payable on profit before tax (pbt) in excess 
of the minimum presumed. 

Options 2 and 4 Identical rales of minimum asset levy as in options 1 and 3 respectively, but with pbt 
in excess of the minimum presumed taxed at 18 per cent, which is the tax/pbi ratio for the sample 
companies The effective rate is much lower thun the nominal rate of 46 per cent because of 
exemption of export income, fast write-off of capital assets, and backward area location 
incentives 

OptitmsA and B Option B reduces the revenue collection of the corresponding option A by the export/ 
turnover T atio, since under section 80HHC of the Income tax Act. export income is completely 
exempt from taxation. In 2B and 4B. the reduction is not applied to tax payable in excess of the 
minimum, since the rate applied is 18 percent which already incorporates the effect of the export 
exemption. 

Source: CM IE sample of3,045 companies on which data are available tor 1993-94 and 1994-95 Of 
these, the 2,346 sample companies in mining and manufacturing accounted in 1994 for 72 5 
per cent of gross value added (National Accounts) and 78 percent of excise tax collections 


< 
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|Si^^bome in mind that these long-term 
liabilities are based on an average from 
period over which corporate 
l|itermance improved, so that S, is an 
]'|Miderestimate relative to thatobtainablcfrom 
jttore recent values of the transition 
tmbabilities. 

> Appendix B displays the same exercises 
as those conducted above, but for r‘ = 0,i e, 
separating firms by whether they makeprofits 
or losses. There is as much volatility in 
as for positive values of r'. Based on the 
average transition probabilities over the 
period, the following are the long-term 
proportions S, of profit-making, and S 2 of 
loss-making firms: 21 


First-Round Revenue Gains 
from a MAT 

Table 6 presents some calculations of first- 
round effects of introducing a MAT on total 
owned assets valued at historical cost, with 
reference tocorporate tax collections in 1994- 
■ 95 and 1993-94. Three sets of alternatives 
are tried. The minimum presumed rate of 
return to assets is 5 per cent in options 1 
and 2; 4 per cent in options 3 and 4. The 
present base rate of corporate levy of 40 per 
cent applied to these rates yields minimum 
asset levies of 2 per cent and 1.6 per cent 
respectively. The pbt in excess of the 
minimum is taxed at the nominal corporate 
rate of 46 per cent inclusive of surcharge 
in options 1 and 3, and at the collection rate 
of 18 per cent in options 2 and 4. Finally, 
for each numbered option variant B reduces 
the revenue collection relative to the 
corresponding variant A* by the export/ 
turnover ratio (this is the way section 80 
HHC of the income tax act, which exempts 
export income from taxation is applied under 
the conventional corporate tax as well). 24 In 
2B and 4B, the reduction is not applied to 
’ tax payable in excess of the minimum, since 
the collection rate of 18 per cent already 
, incorporates the effect of the export 
exemption. Not to adjust for export income 
would in effect attribute to a M AT the revenue 
, increase from elimination of the export 
’ sectoral exemption, which is something that 
; would have to be done independently of the 
, MAT. A MAT will be legally robust only 
j when it is levied on economic activity that 
' is fundamentally taxable under corporate tax 
. legislation. The new tax holiday provisions 
\ for infrastructure likewise fall in the class 
s of sectoral exemptions which may call for 
^Similar accommodation in a MAT. That 
^adjustment is not made here, since these new 
/proviMons were introduced in 1995 
[applicable essentially to new undertakings. 
; Against each option two revenue figures 


are presented. One shows the impact upon 
revenue collected from the non-financial 
companies in the sample of application of 
a MAT. The figure below it in parentheses 
shows the impact on total collections from 
the sample companies, after adding on the 
unchanged base revenue from financial 
companies (since a MAT is not recommended 
in this paper for the financial sector). The 
second increment is clearly always lower 
than the first and is the relevant factor to 
apply to assess the ultimate impact upon 
corporate tax revenue of introduction of a 
MAT. 

The revenue increase for each option is 
higher for 1994-95 than for 1993-94, 
consistent with Table 1 which shows a decline 
in tax/pbt ratio over time. With reference to 
the figures for 1994-95, the maximum 


revenue increment factor with the 
introduction of a MAT is 2.8 (option 1 A). 
The reduction of the minimum presumptive 
threshold from 5 per cent to 4 per cent 
merely reduces the factor to 2.7 (option 3 A). 
The export adjustment likewise reduces the 
factor only to 2.5 (option 1 B). M Thus, neither 
the export income adjustment nor the 
reduction in the presumptive threshold makes 
a substantial difference to the revenue 
increment possible. What does make a 
substantial difference is if pbt in excess of 
the minimum presumed is taxed at 18 per 
cent instead of 46 per cent. That does make 
for a marked drop in the revenue increment 
factor from 2.8 (option 1A) to 2.2 (option 
2A). 

The most conservative estimate (option 
4B) with a 4 percent threshold rate of return, 


Appendix A: Corporate Tax Exemptions under Income Tax Laws 


Category 


1 Export 

1.1 80 HHB Project Exports 
(separate books of accounts to 
be kepi) 

1.2 80 HHC Exports of goods and 
merchandise (the ratio of export 
soles to total sales is used to 
obtain export profit from total 
operating profit) 

1.3 80 HHD Hotel or Tour Operators/ 
Travel Agents (separate books of 
account to be kept) 

1.4 80 H HE Software Exports 


In Force* Present Form of Exemption 


from 1.4.83 50 per cent of profit, if ploughed back 


from 1.4.83 I OOpercent of operating profit fromexports 
and 90 per cent of other export-related 
income (duty drawback, sale of licence etc) 


from 1.4.89 50 per cent of profit (+ remainder, ir 
ploughed back) 

from 1.4.91 100 per cent of operating profit 


2 Backward Area Lttcatum 

2.1 80 HH New Industrial undertakings 1.4.74 (w.e.f 20 per cent of profit before claiming 
(includes ships/hotels) in notified 1.1.71) to deductions under 801 and 80J (general 
backward areas 1.4.90 gestation period concessions) 


80 1A New Industrial undertakings in 

i any area 

ii backward states 

iii backward districts 
(not yet notified) 

iv other: 

a power generation/dislnbution 
units 

b infrastructure 


1.4.91 to 30 per cent of profit (corporate)! first 
31.3.95 25 per cent of profit (non 11 o years 

corporate) 

1.4.93 to 100 per cent of profit first 5 years 

31.3.98 30per cent/25 per cent of profitnext 5 years 
1.10.94 to 100 per cent of profit first 5 years 

31.3.99 30 per cent/25 per cent next 5 years 


c small-scale units 

3 Growth incentives 

3.1 32 A Investment allowance 

3.2 Accelerated write-off 

4 Carryforward rules 
Investment allowance 
Unabsorbed depreciation 
Other business losses 

* Not necessarily in its present form. 


31.3.93 to 100 per cent of profit first 5 years 
31.3.98 30per cent/25 percent of profit next 5 years 

from 1.4.95 100 per cent of profit any 5 consecutive 
years 

30 per cent/25 per cent profit next 5 >cars 
any lime within initial 12a$sessii. nt >cars 
30 per cent/25 per cent of profit first 10 
years 


1.4.95 to 
31.3.2000 

1.4.76 to 
31.3.90 
from 1.4.88 


25 percent of the original cost of plant and 
machinery installed during the year 


8 years 
No time limit 
Byears 
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export income adjustment and taxation of 
pbt in excess of the threshold at the collection 
rate of IS per cent yields a factor of 1.9 
without reduction for export income, and 
1,8 with reduction. Even the second will 
yield additional revenue of over Rs 10*000 
crores in absolute terms for the year 1994- 
95. It must be remembered that the 
calculations reported here are for a roughly 
50 per cent sample. Nevertheless they give 
some idea of the first-round revenue increase 
possible with the introduction of a MAT. 
Bagchi (1995) in his estimates for 1992-93 
of the revenue impact of a MAT based on 
a smaller sample of 500 companies, also 
obtains a 75 per cent increase but from a 
2 per cent levy confined to operating assets, 
in a calculation corresponding in other 
respects to option 2A, i e f without reduction 
for export income (and possibly extending 
to all including financial companies, although 
the coverage is not stated explicitly). 

It must be remembered that the revenue 
estimates here arc based on owned assets, 
whereas what has been recommended in this 
paper in order to plug an obvious loophole 
stemming from the financial sector 
exemption is that the asset base should include 
assets leased in Such a calculation was not 
possible because under Company Law as it 
presently stands, there is no compulsory 
disclosure of assets leased in 

VI 

Conclusion 

This paper examines the possibility of 
introducing a minimum alternative asset- 
based tax (MAT) on corporate entities in 
India. The introduction of a corporate MAT 
is recommended for two reasons; to combat 
the phenomenon of zero tax companies with 
positive declared profits; and to combat tax 
evasion The alternative of reactivating the 
short-lived minimum tax on book profits 
(section 115J) would tackle the first but not 
the second. A MAT does not eliminate these 
practices, but caps the advantage derived 
therefrom by placing a floor on tax payable. 
A direct assault on avoidance/evasion is 
difficult within the institutional constraints 
and information vacuum confronted by tax 
administration authorities in developing 
countries. A MAT is levied with offset against 
the conventional corporate tax This gives 
it an inbuilt efficiency incentive. A further 
provision for carryback/carryforward ot 
offset provides an incentive for accurate 
reporting of returns in excess of the stipulated 
minimum. 

Any cross-sectorally unitorm norm should 
be based on assets, not turnover. Assets 
carry an economic justification for 
presumption of corporate taxability that 
turnover does not. There is also no case for 
confining the asset-base to operating assets 


alone, since corporate tax is levied on the 
total profits of acompany, not on its operating 
profits alone. This paper also recommends 
a total asset base rather than net worth, 
which either introduces, or reinforces any 
pre-existing, bias in favour of debt finance. 
A total asset base is neutral with respect to 
mode of financing but does result in double 
taxationof inter-corporate lending. However, 
to make inter-corporate debt deductible and 
other debt not, as was done in Mexico, 
introduces another distortion in place of die 
one it serves to redress; is administratively 
complicated; and makes the tax legally 
vulnerable. 

An overriding requirement for the success 
of MAT is that it should be simple in design 
and easy to administer, since its very 
introduction is a result of avoidance-enabling 
complexity in corporate tax legislation. Thus 
for example, while non-profit bodies clearly 
fall outside the purview of a MAT, there 
should be no provision for exemption of 
assets classified as non-commercial or 
devoted to charitable purposes by a profit¬ 
making corporate body. The need for 
simplicity also over-rides other exemptions 
which may be justifiable but complicated to 
administer, as tor example where the product 
is pncc-controlled so that profits in those 
sectors are thereby constrained. 

A total asset base is unsuitable for financial 
intermediaries Therefore a sectoral 
exemption lor financial intermediaries is 
recommended Other sectoral exemptions 
are not recommended, but may be legally 


unavoidable where these are atoeady in place,! 
asfor example the exemption from taxability i 
of export income in India under Section: 
80HHC. In order to plug loopholes resulting 
from the financial sector exemption, the 
taxable asset base has to include assets leased > 
in. This may require an amendment of 
Company Law, under which there is no 1 
provision at present for compulsory 
disclosure of assets leased in. 1 

Based on a CMIE corporate sample of 1 
non-financial companies for 1994-95, profit | 
before tax (pbt) as a percentage of total 
assets work out to an average ot 8 per cent j 
for profit-making companies; 7 per cent for j 
all companies including those making losses; 
8 per cent for private sector companies' 
(including loss-making). The sectoral ■ 
breakdown of these rates exhibits remarkable, 
uniformity, considering that these arc rates' 
of return unadjusted for risk. As might be 
expected, rates of return to net worth show 
no cross-sectoral stability Tax as a 
percentage of pbt is 18 per cent. This contrasts 
with the nominal corporate tax rate of 46 
percent, including surcharge, and underlines 
the existence and widespread exploitation of 
tax-reducing provisions. Tax/pbt has 
declined over the 1990's, and particularly 
sharply since 1993. Even though accelerated 1 
write-off on plant and machinery may have 
been a principal contributor to this decline, 
fiscal neutrality with respect to the investment 
decision, which is (partially) restored through 
a MAT. is preferable nevertheless. A MAT 
introduces incentives for improved efficiency 


Appendix B Tkansiiion Probabilities Around r* = 0 


Year 

Total 

Companies 


r, , > r*(=0) 


r ,- 

,Sr*(=0> 


p.i 

P.i 

x? 

Pi. 


P” 

x’f 

1978 

43 

0 75 

0 25 


0 26 


0 74 


1979 

61 

0 82 

0 18 

0 42 

0 *3 


0 67 

0.31 

1980 

124 

0 89 

Oil 

0 98 

0 57 


0 43 

409 

1981 

185 

0.81 

0 19 

2 19 

0 54 


0 46 

0 10 

1982 

471 

0.80 

0 20 

0 07 

0 27 


0 73 

10.82 

1983 

994 

0 85 

0 15 

4 54 

0 28 


0 72 . 

0 03 

1984 

1138 

0.85 

0 15 

0 15 

0 24 


0 76 

1 54 

1985 

1174 

0.89 

0 11 

7 94 

0 33 


0.67 

7 12 

1986 

1240 

0 94 

0 06 

10 44 

0 35 


0 65 

0 33 

1987 

1348 

0.89 

0 11 

13 42 

0 28 


0 72 

4 14 

1988 

1449 

0 83 

0 17 

12 60 

0 27 


073 

0 06 

1989 

1864 

0 90 

0 10 

21 35 

0 37 


0 63 

9 78 

1990 

2079 

0 94 

006 

n 10 

0 40 


0 60 

1 59 

1991 

1859 

0 93 

0.07 

0 34 

0 36 


0 64 

l 76 

1992 

2198 

0 93 

0 07 

0.02 

0 32 


0 68 

2.04 

1993 

2358 

0.91 

0.09 

5 21 

0.26 


0 74 

3 22 

1994 

2924 

0 94 

0 06 

15 62 

0 39 


061 

20.57 

1995 

2259 

0 95 

0.05 

291 

0.46 


0 54 

4 99 

1978-95 


091 

009 


0 34 


0 66 


1985-95 


0.92 

0 08 


0 35 


0 65 


(1978-95) 

X 

* 2 =350.66. x : 

: 35 72 

/• =. 113 83, 

x : = 

35 72 



17 

17 W 


17 


17 wi 


(1985-95) 

y 

=200.70. X 2 

: 25 19 

X 1 = 68 74, 

X 2 - 

25 19 



10 

10 ws 


10 


m 



Note’ See notes to Table 4 
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in the utilisation of existing capacities which 
ts urgently needed in India, and reduces the 
impact of the present provisions which 
hasten, and possibly misdirect, the creation 
of additional capacities 

Notwithstanding the expectation that the 
introduction of a MAT will itself provide 
a structural inducement to better 
performance, the parameters of a MAT have 
always to be predicated upon historical 
performance Based on the above 
performance parameters ot Indian industry, 
a total of eight options are examined for their 
revenue implications Ot these the most 
feasible option would be a I 6 per cent asset 
levy, obtained from application of a 40 per 
cent nominal tax rate (excluding surcharge) 
to a minimum presumed rate of teturn to 
total assets of 4 per cent, with profits in 
excess of the minimum taxed at the corporate 
collection rate ot 18 per cent Without 
reduction for export income this will result 
in an 89 per cent increase in corporate tax 
rc\ enues with reduction tor export turnover, 
by 77 per cent These factors take into account 
unchanged revenue from financial com¬ 
panies which arc outside the ambit of a 
MAT Thus the first round revenue impact 
ot introduction ot a MAT on owned assets 
without removal of the export exemption 
will be to increase revenue by roughly Rs 
I0\KK) crore 

Two caveats need to be borne in mind with 
respect to the revenue gains calculated above 
The first is that a MAT is addressed 
fundamentally to a restoration of equity in 
the pattern ot incidence of the corporate tax 
rather than to revenue enhancement alone 
The second is that it carry back/carry forward 
offsets are permissible, as indeed they should 
be in order to provide an incentive tor both 
enhanced performance and accurate reporting 
thereof, the subsequent revenue increase will 
be lower, until corporate performance 
improves as a result ot the incentives 
embodied in the tax 

The carryback/carry forward feature is 
fairly critical for achievement of the non 
revenue objectives ot a MAI It will carry 
significance only it there is fluidity of 
movement around the chosen threshold The 
historical pt tormance of the Indian corporate 
sector as assessed from a non-um form rolling 
CMIE sample shows that over the period 
1978-95, the average probability of a 
company at or above a threshold rate of 4 
per cent (success) making a transition the 
following year to below the threshold (failure) 
isO 21 Theaverageprobabilityofacompany 
making a transition from failure to success 
is0 23 Treating these probabilities as having 
been obtained from a one-step stationary 
Markov process, the proportion ot companies 
at or above the designated threshold of 4 per 
cent will be 0 52, greater than half This ts 
on the assumption that corporate performance 


doe* not alter from average performance 
over the period 1978-95 

Notes 

[The authors are grateful to Dheeraj Bhatnagar 
RajaChelliah AtharHussam William McCarten 
Ajay Shah and Parthasanthi Shome for very 
useful discussions and to Anu Bhayana foi tc 
search assistance The usual disclaimer applies 1 

1 On July 4 1996 the Central Board of Hueu 
Taxes announced that with effect from Vpnl I 
1996, all companies with tumovci above a 
prescribed floor with taxable income less 
than 50 per cent of book profit and with 
public issues of more than Rs 1 crore will 
come under compulsory scrutiny as against 
sample scrutiny earlier 

2 Any levy that is additional to an income tax 
based on actuals cannot by definition involve 
presumption regarding income A minimum 
add on is not a property tax either 

** For further details on the levy as it has been 
enacted see also Bird (1992 1 Byrne (1994) 
Caplan (1994) McLees (199la and 1991b) 

4 There is also a 55 per cent rate (plus sur 
charge) applicable to foreign controlled banks 
and to foreign corporations which do not 
declare dividends in India 

5 For a discussion of the resulting distortionary 
impact on tht structure of interest rates see 
Rajaraman (199S 1109) 

6 Discrimination between debt by source was 
ruled by the Mexican Supreme Court to be 
legally indefensible [Memorandum 1995 18] 
The extension of the tax to non corporate 
bodies which was needed to plug the loophole 
provided by the deductibility of disinter 
mediated debt was held to be unconstitutional 
on the grounds that the lessor was converted 
into a subject of the tax against his wish 
among others [Memorandum 1995 25] 

7 Some discriminatory provisions apparently 
permissible under Mexican Law are unlikely 
to be acceptable elsewhere such as for ex 
ample the Supiemc Court ruling that existing 
taxpayers must continue to pay the assets tax 
while new companies may seek legal redress 

8 This reinforces the legislative need to distin 
guish btlwccn a MAT which is an asset 
based presumptive levy on income and a levy 
on property 

9 See Rajar iman (1995 table I) for details on 
the design of MATs introduced in the deve 
loping world 

10 And possibl) even adding to taxes paid 
because some Arms making book losses pay 
taxes (see noits to Table 1) This is because 
films without recent asset growth with which 
to exploit ai (.derated wnte off provisions 
under income tax law, may have positive 
taxable incoirc while at the same tune show 
mg negative t ook profits resulting from slow 
er wnte off of past assets under Company 
Law 

11 The effective rate is defined as the difference 
between the net-of-depreciation risk adjust 
ed return to capital and the net of tax return 
to savers The incentive-adjusted rate assumes 
full utilisation ot all incentives presently 
available over the lifetime of thr investment 
but cfcoes no incorporate sectoral concessions 
The tax/pbt ratio on the other hand is the 
average collection rale, reflecting sectoral 
concessions as well as the impact of any 
discontinued past concessions, and possibly 
not fully reflecting newly-introduced conces 
lions among those presently available 


12 The rates of depreciation currently ptnms ] 
sible under Appendix I of the income tax rules j 
range between 5 20 per cent for buildings I 
10 15 per cent for furniture and fittings and 
25 100 per cent for plant and machinery Fori 
a discussion of this and other aspects of cor i 
porate taxation see Chelliah 1992 8 35 An 
item wise comparison with depreciation pro 
visions under Company Law is not possible 
here 

13 Growth in fixed assets m the corporate sectoi! 
is reported [CMIE 1996) at 18 7 per cuttt 
(1991 92) 15 9 percentt 1992 93) 164 peri 
cent (1991 94) and 22 9 per cent (1994-95) 1 

14 See note 11 j 

15 Risk adjusted rates of return ate calculated’ 
by obtaining the rental price of each (.lass ot 
assets (machinery buildings inventories 
land) on the assumption that a profit maxi-1 
mising company acquires capital until the) 
prc tax gioss of depreciation return equals' 
the rental price Economy wide nsk adjusted} 
rates of return for S Aston countries including) 
India are calculated in Mmtz and Tsiopoulosi 
(1993) using the methodology of Boadway,| 
Bruce and Mmtz (1984) (there are Uternativej 
methodologies) Mintz and Tsiopoulos use! 
economy wide capital stock weights for the! 
four classes of assets Sectoral estimates would 
call for sector specific capital stock weights 

16 For the 33 including loss making finance 
companies in the panel of 1507 pbt/total 
assets is 3 per cent 

17 The total number of sample companies shown 
against any year is the number on which 
information is available lor both that year and 
the year preceding 

18 This terminology is slightly contusing The 
hazard referred lots the probability of ending 
the spell and therefore ot departing !mm thoj 
stale When used in the context of undesirably 
states like unemployment a high hazard is 
desirable contrary to what may be expectet, 
from the non technical meaning of the term 

19 The sample does not also monotonicalh 
increase over time This means truncation oj 
duration spans in the middle of the period 
rather than uniformly at Iht end of the period 
for all firms in the sample 

20 Sec also Snvastava (1996) lor a less cxplan 
atory treatment of the improvement after tht 
mid eighties 

21 For a discussion and careful industry wis* 
examination of the improvement in the pertor 
mance of the Indian non finance corporal 
scuor in 1994 and 1995 see CMIE (1996 
1 41) 

22 If S, and S are the elements of the vectu 
of long term shares of successful and unsuc 
cessful companies since long-term stabiltl 
implies ST - S and since S, + S 2 = 1 it ca 
be shown (Cox and Miller 1995 80) that 

P P. 

S ( - - and S 3 = - 

Pi, + Pi P„ + P, 

23 The corresponding limiting proportions <» 
profit and loss makers in Chinese Stnf 
Enterprises [Hussain Zhuong 1996] are 0 6 
and 0 33 respectively despite Chinese defirf 
tions overstating profits and underestimatin 
losses relative to normal accounting practice^ 

24 This is so for a manufacturing unit with bof 
domestic and export sales Ihe formulae ft 
trading organisations with mixed sales of 
more complicated 

25 As can be seen by referring to appendix > 
the adjustment for export income may f 
somewhat excessive to the extent that ten 
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ftVtt adjusted variants (options B) 
H perhaps been understated somewhat. 
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Democratisation and Attempts to Renew the 
Radical Political Development Project 

Case of Kerala 


Olle Toraquist 
P K Michael Tharakan 


The predominant political development Project within the Third World Left generally is in a shambles Is a new one 
emerging 7 Are the seeds being sown within the spectrum offorces converging behind the recent struggles for democratization 7 

In many countries the traditional Left has become almost irrelevant , and new groups are emerging While the present study 
is part of a larger effort to compare over time the importance of democratisation for renewal-oriented popular movements 
in two such countries (the comparatively liberal Philippines and the authoritarian Indonesia), the focus in this paper is on 
a third and different case the Indian state of Kerala 

InKerala, much to everybody's surprise, economic and political problems produced afresh attempt in the mid 1980s within 
the powei ful Left Front to introduce elements of a new democratic development Project in partial co-operation with populai 
movements After discussing the rise andfall of the old Project ; this essay analyses the attempts to renew it b\ following over 
time when and how reformists have found politics of democratisation instrumental and how the politics have varied with the 
ac tual conditions as well as with their own reading of the basic forces at work Elements of an exciting new project gained 
ground in the late 1980s and early 1990s but failed to take toot The democratic politicisation of grass roots development 
activism in the framework of many new and various interests , conflicts and movements turned into a major problem This 
neither made full sense to the radical political institutions movements and proce s ses which had taken shape dui ing the earlier 
struggles for national independence and state-led development, nor seemed possible for the new movements themselves to 
come to grips with 

LThis paper has been published in three parts This is the second pait 1 


Towards New Radical Politic ai 

DbVEL OPMENT PROJbTI 

INTERESTINGLY enough, however, the 
seemingly inevitable end of the strong Lett 
was at least postponed Civil society m Kerala 
is unusually deep-rooted and rich New 
movements and organisations were added to 
the many old ones The crisis of state- 
socialism in eastern Europe generated much 
reflection (and not just trustration) among 
the many educated and internationally well 
onented Keratites And there was loom tor 
critical discussion in and around the 
established radical organisations The 
temporary West Bengal escape route was 
not applicable, and Stalinist dogmatism and 
centralism were partly overruled by 
pragmatic day-to-day politics and electoral 
considerations Moreover, while many 
radical dissidents associated independently 
- in the previously mentioned People's 
Science Movement, for instance - they 
usually abstained from neglecting the 
importance of previous radical changes and 
dismissing the political relevance of the 
established leftist organisations, which many 
other Indian NGOs tended to do And m 
contrast to the Philippines, most renewal- 
onented groups thus found it pouible to 
relate to the old organisations, to try to renew 
or influence them, and to obtain tfpport 
from them 


What was the immediate outcome 7 Three 
factors in particular made for critical revisions 
in the face of the 1987 state elections " One 
was that those within the party who demanded 
a radical shift away from short-term tactical 
alliances with communal parties got the upper 
hand This was bound to cause electoral 
losses, especially in the Muslim strongholds 
ot Malabar in the north But the negative 
aspects ot horse trading in general were well 
known Communal conflicts moreover had 
tor some tunc been tanned all around India 
by manipulative politicians indesperate need 
of votes (including Indira Gandhi and her 
son Rajiv) There were worrisome tensions 
m Kerala as well The electorate was sensitive 
about this Effective leftist opposition 
demanded a reasonably clean recotd Further 
communist compromises would probably 
cause more losses than gams, at least in the 
long run After heated debates splits, and 
the exclusion ot »omc leading members, the 
CPI(M) (and its Left Front partners) finally 
took a much respected principled stand 
against communalism m politics - which 
indicated an ability to take selt-cntical and 
painful action on behalf of reform 
Another factor was that the communists 
slowly toned down someof the revolutionary 
features they had earlier exhibited They de 
emphasised several ot their previous main 
issues (such as completing of all aspects of 
Jie land reform) and proposed instead - 


already during the brief Left Front 
administration in the early 1980s - a more 
efficient public distribution system via 
‘Maveli-storej (this method was devised by 
Chandrasekar Nair ot the CPI for hitting af 
the middlemen) Subsequently immediate 
action was to be taken against the increasingly 
urgent employment problem not least among 
young voters And since such efforts could 
not be conducted just by me ms ot further 
struggles to redistribute the pie non? 
radically but required aggressive 
developmental measures as well, it was 
another sign of some capacity for renewal 
on the Lett 

Thirdly the conventional critique of 
rampant corruption and general abuse of 
power under the Congress-led state 
administration was now widely accepted) 
And what was more, while the mainstream! 
Philippine Lett failed to jump on the 
democratic bandwagon, important sections 
ot the established Kerala Left declared thatj 
a clean government and administration 
required further democratisation including 
decentralisation Some eveji protrayed thi$ 
as a prerequisite for anti communalism an<J 
for employment generating developmental 
efforts as well 

Much to everybody s surprise the Left 
Front managed to win (by a tiny margin) thd 
1987 state elections This was not because) 
the old Project had suddenly become liuitf u( 
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enough, the election 
l^il^lhdicated rather that the communists 
suffered losses in many of their old 
pliiigholds in the north * which could be 
flbtplained only in part by the abandoned 
'tactical agreements with the Musiims- while 
diey gained new support in the centre and 
the south, and in urban and more 
commercialised areas where unemployment 
was most serious. 1A 

This is not to suggest that the advances 
were solely due to the three above mentioned 
attempts to revise previous radical politics 
and policies. There were divisions within its 
the Congress political front, a lot of protest 
voting, and widespread dissatisfaction with 
Congress-led rule in the state. The communist 
and Muslim divorce may also have attracted 
some new. Hindu votes. The 'bourgeois' 
media, furthermore, presented the respected 
Communist leader, K R Gown (who was of 
subordinate caste origin), as a possible new 
chief minister. This speculation, which was 
not denied by the Left From, probably 
attracted additional support among the 
.Efchava community and among women. But 
besides these and other special circumstances, 
theattempts at rethinking and making a fresh 
Start did play a significant role. What is 
more, the ability to attract new voters 'proved' 
that those who argued for reform (including 
dropping the communal alliances) had been 
heading in the 'right' direction. Their position 
within the Left was strengthened after the 
elections. The next critical question in our 
discussion is therefore whether they were 
able to sustain the process of change and 
develop it further. 

Development ~ but how?: The electoral 
triumph came as a surprise even for the Left 
Front. It was not prepared to take over. The 
division of spoils (including the formation 
of a new Left-oriented coalition government 
and administration) was complicated and 
took a long time. Many urgent questions had 
to be attended to. The formulation of more 
concrete, comprehensive, and long-term 
plans was even more difficult. The old project 
had been bypassed, and more and more 
leaders were agreed on the primary need to 
' attack unemployment and to put development 
efforts on top of the agenda. But what 
development and what priorities? What could 
, be done and what should be? 

The available resources were scarce. The 
views were many and diverse. Left-oriented 
leaders and experts were soon engaged in 
protracted and sometimes heated discussions 
and negotiations. Two major schools of 
thought emerged out ol many ideas and 
positions. 17 These were thus not fully worked- 
out political programmes embraced by 
organised factions (orevenclearly identified 
^groups of people who consistently took the 
»same view on most issues). According to my 
: categorisation and modeliingof these schools 

. 

1954 


ofthougbt-whtehfo^ 
propositions in order to show the logic of 
their credo for analytical purposes - they 
weic instead different approaches to the 
politics of development adopted by 
concerned scholars and (with Gramsci) 
'organic intellectuals' in the Left as a whole 
both within and outside its organised sectors. 
I shall label the one the 'state-modernist' and 
the other the *popuIar-dc velopmentalist* 
school. The first perspective will be identified 
only as a point of reference. The second, 
however, calls for more attention. It never 
did get the upper hand within the established 
Left, but it turned into a kind of intellectual 
platform forexciting attempts at using further 
democratisation to renew the political 
development Project. 1 * 

According to the state-modernisers, 
economic growth essentially occurred 
because capitalists had to promote the 
development of the forces of production in 
general, and the technical modernisation of 
production in particular, in order to profit 
and thus survive. Workers, on the other 
hand, neither commanded production nor 
were responsible for its development. They 
could only press for as large share of the 
surplus as possible. 

The capitalists of Kerala, however, had 
rarely 'done their job' - i e, reinvesting and 
modernising production. Again, this was not 
workers' responsibility. And the unions could 
hardly call off the class struggle in order to 
promote development. But while capitalists 
could turn to speculation or invest somewhere 
else, most people needed productive 
economic growth in Kerala to gel more jobs 
and better wages. Consequently, the stale 
had to intervene and promote growth. 

The state should encourage a better work 
ethic among workers and more productive 
investment among capitalists. It should 
intervene to save jobs in 'sick* industries and 
sometimes form co-operatives. It should 
promote the modernisation of production, 
infrastructure, and administration. Kerala 
had to measure up on the markets, go for 
the cheapest and most efficient methods of 
production, and make full use of its 
comparative advantages. This might imply 
some interference with nature, for instance 
to get cheap electricity. But infant third 
world industries would not be able to stand 
up against already powerful international 
corporations without (ab)using nature 
(though not necessarily to the same extent 
that their competitors did when they grew 
strong in the presently industrialised 
countries). Small-scale local and popular 
initiatives might seem beautiful, the state- 
modernisers said, but they were far Born a 
powerful response to the present challenges. 
Efficient state intervention was necessary 
instead. Comprehensive programmes and 
packages should be developed and 


implemented l^ skilled and impartial 
administrators and technocrats. And this 
would not be possible without radically 
streamlining public administration and strong 
local governments to get ' rid of 
compartmentalisation, factionalism, vested 
interests, etc. 

In other words, Nehru's state- 
modernisation should be reaffirmed and 
upgraded according to the experiences of 
rapid state-led industrialisation in east Asia 
(including in China). And when confronted 
with the fact that this model of development 
might destroy nature, marginalise some 
people, and require modernising hard stale 
institutions rather than democratisation, the 
state-modernisers said they did not have 
answers to everything, but that there was no 
alternative under global capitalism, and that 
unions and Left parties should fight hard to 
give people their due share of the cake. 

The stagnation of production was an yet 
more important point of departure for the 
popular-developmentalists (or the 'PDs' lor 
short). They thought that the Left as a whole 
(and not just certain parties) would only be 
attractive if people found laborious collective 
political action and social organisation 
necessary for developing their own capacity 
to increase production and improve their 
standard of living. Thus, the old radical 
political development Project had only been 
viable as long as it had really helped people 
to promote development in general and 
production in particular (through the 
redistribution of land, for instance). But that 
was not the case any longer. The stagnation 
of production made it difficult even to 
maintain wages, to say nothing of generating 
new jobs. Furthermore, the social and fiscal 
basis of the welfare state had been 
undermined. The result was not just hardship, 
but political alienation as well and the Left 
asa whole ran therisk of becoming irrelevant. 
It could no longeroffer a convincing strategy 
for how ordinary men and women could 
create a better future for themselves through 
hard work and collective action. Many people 
turned instead to individual or family 
solutions and to communal patronage. 
Feudal-like landlordism had been abolished. 
Capitalism remained to be fought. But in 
relation to agriculture (and thus most people), 
this could not be done on the basis of conflicts 
between capital and labour. Instead, more 
and more conflicts in this area took place 
'among the people' (as between post-land 
reform farmers and agricultural labourers). 1 * 
The established leftist mass movements and 
fronts lost momentum and even risked 
disintegration. 

According to the PDs, therefore, the Left 
as a whole had to work out a credible new 
development Project for Kerala. And the 
established Left had to do so also in order 
to sustain its old forces and to attract new 
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many people were subject to communal 
patronage). 

Moreover, the PDs said, leftists must give 
more priority to production than before. 
Evert though reddish Kerala was constrained 
by the much less radical changes in the 
Indian union as a whole, the possibilities of 
going ahead were not exhausted. Capitalists 
and possibly the state were responsible, 
certainly, for the improvement of production 
and administration in sectors where people 
were subordinated. But again, the division 
of labour within agriculture was now less 
clear-cut now than it had been before the 
land reform. Landlords were no more. 
Capitalists were weak. Many farmers 
employing agricultural labourers were also 
wage-earners themselves. People, therefore, 
could do something on their own - and then 
press for state support. And they could do 
it now, within the limits of the existing 
s' stem. 

Finally, even though many leading PDs 
were medical, natural and technical scientists, 
they did not explain stagnation primarily 
*in terms of undeveloped forces of pro* 
duction, but as largely a result of social 
disorganisation. The latter, they said, had 
even led to ecological degradation am) the 
deveiopmentof destructive technologies. The 
retardation of agricultural growth was related 
to, firstly, the previously almost unknown 
summer droughts, which were caused mainly 
by deforestation in the mountains; secondly, 
the neglect of local land-water management 
and construction instead of ill-suited, badly 
functioning and extremely costly public dam- 
canal irrigation systems; thirdly, the absence 
of a regulated marketing system for 
agricultural products (in addition to the 
struggle for better prices); and fourthly, the 
lack of any consistent follow-up of the land 
reform by way of land consolidation and the 
promotion of co-operation among farmers. 

All these factors, in the view of the PDs, 
called for belter management of natural and 
human resources rather than for a one-sided 
emphasis on advanced productive forces. 
And this in turn, required social and 
institutional Change, the reorientation of 
radical mass organisations, and the 
reappraisal of conventional state 
development policies. 

But how would all this be possible? What 
concrete measures and actions, if any, did 
die PDs have in mind? Let us begin with 
their attemptsat a newpdlitical development 
Project, and then take a closer look at the 
impoitance of demoralisation. , 

Elements~ 0 /■ a paputar development 
" programme: To begin with, rome points that 
were fundamental for the PDs eventually 
WonfaMywide acceptfflu» wimmdttLeft 


mojorefTorttopromote 
not less but rather more efficient welfare 
policies to be widely respected and generate 
enthusiasm among people. Society asa whole 
would benefit from increased production. 
The state and other public institutions, 
consequently, must stimulate a better work 
culture and voluntary initiatives, as well as 
take responsibility for those badly affected 
by such developments as rmrenchmehts. The 
latter (and their unions and other 
organisations) would otherwise block 
development. 

Secondly, the idea that successful 
development efforts called for decisions and 
actions on the basis of collective productive 
interests rather than narrow union or party 
considerations. The Left parties should 
encourage mutual understanding, abstain 
from trying to dominate development 
activities, and invite all parties and relevant 
movements td participate. Party-led unions 
should encourage the work ethic and co¬ 
operate with other unions within the public 
sector, companies and various economic 
branches. 

Thirdly, the thesis that the state should 
resume potentially viable sick and closed 
industries, plus promote new public and 
private investment according to aggressive 
and conscious plans - hopefully with the 
support of the central government in New 
Delhi. This presupposed more efficient state 
administration (including promotional 
agencies) and public transportation. The 
diversified generation of electricity should 
be stepped up without destroying nature. 
And forest and marine resources should be 
protected. 

In addition to this, thePDs considered one 
special project in line with'the three points 
aix>ve (and approved by thestate modernisers 
as well), to be particularly important and 
potentially path-breaking: group farming. 41 

Group farming of rice 42 was the first 
comprehensive effort to follow up the land 
reform, Farmers, on theone side, had resisted 
any change of ownership* including co¬ 
operatives, thus preventing efficient land, 
water, and pest management. Workers, on 
theottter aide, had resisted any rationalisation 
that might lead to retrenchments. The top- 
down introduction of modern technologies 
by cbttifate had been Oflittle use. Group 
farming was an attempt to increase 
productivity, reduce thecost of cultivation, 
and generate greater profitable rice 
production Wiihout alt^ng the structure of 
ownership and without causing harm to the 
labburotti 

The state ministry of agricultureunder the 
dynamicleadcirtihipofV V Raghavan (CPI) 

SCtupl>H^i 
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offered fmanrialandtc^ 
well as subsidies if they tooi^^ j®|M fesM 
operations, water manai^enL'p^i 
protection,purchase of inputs* 
leadership of the local agricultural estnsHijtj 
officer and a convenor of their m. 
to the separate group committees wlaa 
advisory body with politicians, variOuso^B 
servants from concerned depaitmei^^ 
representatives from farmers' organisatibw 
- and some from worker's organisation^^ 
well. Workers evenagreedtomechamsatiM| 
given that they had some say, that sotiiip 
social security was available, and th^| 
remunerative rice cultivation implied mofel 
jobs and better pay than if the owners tunhK 
to other business. JJ 

Group fanning started in the Autot^ 

( Virippu/Khm f) season of 1989 an«mg W^ 
than 1,60,000 fanners m more 
groups on more than 60,000 hectares 
per cent of the paddy land). One jfepn 
later the figures had doubled. And 
tion and productivity seemed to inci|^^ 
substantially. 4 * 1 ' j'M 

Group farming was thus a good indica^0i|| 
the PDs claimed, of the need for Mm 
management of land, water and ochg^ 
resources if production was to be increased^ 
The successful state introduction ofmpd^ri^ 
technologies presupposed populljM 
participation. And nothing of this kind woplf 
be possible without the mobilisation andj 
organisation of the people. | 

Furthermore, better management of alltfejg 
necessary resources - including the ’dewj 
ordination of fragmented state agencies'q^ 
efforts into comprehensive devel^pmaBf 
schemes, and local popular participation^ 
such schemes as well - presupposed 'thfij 
decentralisation of government powers am 
resources. And then to see to it that foes® 
governments were doing well, and had i«j 
turned into hotbeds for fu. her conruptioM 
etc, there was a need for additional poputirc 
participation in local administration and'fc^ 
popular mobilisation and organisation ^; 
well (to keep track of various representative 
for instance). '3$ 

But how would decentralisation aj^j 
popular mobilisation for developing 
purposes come about? Decentralisation 
had to be carried out from above, aftp 
discussions and decisions in the parties 
the state assembly, and in consultation wt$! 
the civil servants and their organisation^ 
(even though local pressure was important). 
Some popular mobilisation could also be, 
achieved through the parties and their mass; 
organisations. But since their main priority 
was hardly popular mobilisation for non¬ 
partisan development work, most effortstiad 
. to be nourished outside the established 
, political set-up (whether leftist or not), on 
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of the long trtdtaoji In Kerala 
ar social, economic, and cultural 
and organisation 

y PDs, therefore, combined individual 
yolvement in parties and mass 
isations with collective non-party 
teal development studies, research and 
on in various popular organisations, 
uding in the previously mentioned KSSP, 
tjtetod groups, and NGOs And some of the 
kowmitted, experienced and often well 
Educated activists could draw on good 
^jjtaltacts and know-how - all the way from 
{Ibe panchayat offices to the ministries and 
^agencies m New Delhi Altogether this 
^endowed the organisationally rather weak 
^Ds with a unique and powerful flexibility 
they were present on many levels and 
, developed extensive networks based on 
'Mutual commitment instead of patron- 
Mwtehsm Many PDs were not only fti mly 
fcfyased within political parties and various 
l popular movements as well - without which 
t might have ended up as a well-intended 
^tat isolated vanguard - they were also able 
, iolobby ordirectly influence powerful people 
pH local and other levels, plus make their 
as experts or act as skilled brokcrs-cum- 
in uncharted waters (as when trying 
fpr instance, to get various politicians 
tataaucrats and others to suppoi i a pai ncular 
s project) 44 

So what were the most important projects 
Of the PDs themselves beyond group 
^ forming 7 Despite various ideas of how to 

* Involve people in constructive development 
< Work (including one about voluntary 

'Development Brigades of Youth') and 
Numerous pi lot-projects tor sum lar purposes, 
taett were no signs of a dynamic social 
Movement - not, that is, until a massive 
(.literacy programme gained momentum in 

party W89 4S 

v As many as some 80 per cent ol adult 
^Kftttlites were literate 46 But the fact that 
about 20 per cent of adult population could 
ftp! read and write was bad enough - 
"especially au ording to the PDs, who argued 
tafovourot development based on the hidden 
Capacity of the majority of the population, 

' deluding the most dowimodden Illiteracy 
iftovemed many people from taking active 
in development efforts, to say nothing 
their difficulties in making full use of the 
"formal civil and democratic rights they 
already possessed 

\ In addition to this the PDs wanted to 
pftdermmr the devastating political horse- 
fading by empowering backward 

* communities and oppressed illiterates, who 
were particularly sensitive to patroiiagc and 

rcommunalism And the organised Left, of 
sc, was attracted by the fact that this 
flight also broaden its electoral base 
^Generally speaking a mere three orfoui per 


much less - would make a major dtfterttwe. 
given thehighlevd of organisation fn Kerala 
politics and the tight margins between the 
two fronts in many of the stngle-member- 
constituencies 47 

The KSSP had previously tried launching 
mass literacy drives on its Own In the late 
1980s, however, the PDs concluded that 
they had underestimated the problems and 
been over-optimistic, and had neglected to 
launch a “total integration of government 
and people's efforts into one single fully 
planned programme " 4 * While many NGOs 
preferred independent efforts, the PDs and 
the KSSP thus opted instead for broad co¬ 
operation and joint actions with almost all 
social and political organisations, as well as 
with the government This was facilitated, 
of course, by the fact that a friendly Lett 
Front government was now m power, but 
also by the positive role played by the 
National Literacy Mission (NLM) - which 
enabled the KSSP itself to get moral and 
political support plus substantial funds from 
the central government - and by the ability 
of the science activists to design a feasible 
concrete pilot project in close co-operation 
with the chief administrator (or district 
collector) of the Ei nakulam-Cochm district 
who was a former vice-president of the 
KSSP 4V 

To ensure mass participation, the entire 
district was targeted at the same time The 
whole population - including some 2 3 
million literates and 2,35,000 illiterates' 0 - 
was saturated’ with information cultural 
performances etc, and offered various 
opportunities to contribute by studying or 
helping others to study To make the best 
possible use of both government 
administration and mass participation the 
machine of project implementation was first 
dc-linked from the regular bureaucracy 
1 hereafter it was backed up on each level 
by the government under the district collector, 
on the one hand, and popular committees 
(with the KSSP as the backbone) on the 
other 

So not to lose speed, and to be able to carry 
out a mass i ampaign without vested interests, 
the operation lasted for only a year The 
actual teaching was even more intensive and 
committed The KSSP itself saw to it that 
suitable teaching and learning materials were 
prepared and produced Some 50,000trained 
volunteers a literacy survey covering all of 
the roughly 600,000 households in the 
district Later on the approximately 18,000 
instructors looked up the illiterate and held 
classes at the latter's convenience, rather 
than (as usual) the other way around There 
was only a maximum of just 15 learners per 
class, os against the formal’30 AH illiterates 
between six and 60 years of ago were 
included, as against the normal practice of 


Hi*, am wjH umov real wimniUwiK, most 
instructors and others involved wore 
volunteers Moreover, thoseemjtf oyedknew 
that they had to work virtually night and day, 
and accordingly they were usually taken on 
deputation, so that they would have a job 
to return to 

The first part of 'the Emakulam Total 
Literacy Programme' became a success story 
The PD$ f ideas gained a lot of influence 
Then prime minister V P Singh declared 
Emakulam the first fully literate district in 
India on February 4,1990 41 The approach 
served as a blueprint tor the literacy campaign 
then launched in Kerala as a whole, and was 
adopted m other parts of India as well 

According to the PDs, however post- 
literacy activities were even more important 
The plan was not only to sustain literacy 
through further education but also to extend 
the activities of the volunteers and ol tht 
newly literate into other development fields 
One idea, for instance, was to initiate similar 
mass movements for the improvement of 
school education and primary health care 
accordingly a UNICEF sponsored health 
programme for the total immunisation ot all 
children was begun in January 1990 s 

Another exciting project which gained 
some momentum was the Panchayat Level 
People s Resource Mapping It was 
modelled on the literacy campaign and ai med 
at supplementing group farming in the PD 
efforts towards moie radical development in 
the rural areas 41 

The PDs as we know saw gioup farming 
as a potentially path breaking post land 
reform effort to increase production through 
more efficient management of (and, water 
and other resources To this end the PDs 
argued, group farming itself had to be 
followed up The predominant maxi misuiion 
of short-term returns were not sustainable 
“The basic life support system of land and 
water - the prime mover of socio-economic 
development - has already fallen into the 
ambit of the law of diminishing returns with 
reduction of productivity vis a vi\ energy 
inputs, and physical degradation" 14 A radical 
overhaul of resource management was 
therefore necessary This called lor 
comprehensive watershed planning in the 
panchayats (rather than on the stdte and 
distnet levels) - which in turn presupposed 
massive mapping of and widespread 
knowledge about the local resour6es 

Said and (almost) done from 1989 to 
1991, some leading scholars of the Centre 
for Earth Science Studies (CESS) and the 
KSSPmanagedtodesignandtryoutresource 
mapping with popular participation on the 
panchayat level, as well as to mobilise 
substantial government funding in New Delhi 
and sufficient political patronage m 
Thtravananthapuram 
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ififormatipii* saryq as project mders, and 
map the land and water resources in each 
of the panchayats which agreed to participate 
m the programme The mapping of land-use 
and local assets, however, would be earned 
out by volunteers from the various panchayai 
w^rds, in dose contact with those who 
actually used the land and cared tor it 

While the scientific experts would be 
responsible for technical training and guiding 
the volunteers, the KSSP would mobilise 
and organise them in co-operation with 
leaders and organisations in the panchayats 
Scholars m the KSSP would also help the 
volunteers to carry out a supplementary socio¬ 
economic survey Many of the capable retired 
persons, teachers and unemployed students 
who can be found in the otLen semi-urban 
villages ot Kerala were engaged 

As soon as the data had been collected and 
processed, all the parties involved would 
take part in the lormulation and 
implementation of local action plans - such 
as lor land and water management, drinking 
water systems flood control and local 
infrastructure as well as the generation of 
'agriculture forestry animal husbandry, 
energy fisheries and small scale and liny 
industries 

Then the PDs hoped, these knowledgeable 
and committed persons and their plans would 
become the foundation for locally based and 
integrated state planning as against the 
centralised and compartmentalised practices 
prevailing The same people would also be 
prepared - as soon as real decentralisation 
ot powers came about - to run efficient local 
government with popular participation 
beyond unfruitful and affected political caste 
and religious divisions And the same people 
finally would be more eager than earlier to 
support development-oriented politicians - 
as well as to call for alternative party and 
state policies, to reform rigid traditional 
parties and organisations (including the leftist 
ones) and it that proved impossible to 
dispense with them 

Popular developmentanddemocratisation 
On a closer look, then what was the special 
importance ot democrattsation in the above 

elements of a popular development 
programme ? Let us again use the previously 
outlined non-partisan conceptualisation of 
democrattsation with popular sovereignty 
and political equality as the core element, 
and its preconditions, fonns scope and 
content as associated and varying factors 16 

firstly, the preconditions foi meaningful 
democracy to which the PDs gave priority 
According to the previous political 
development Project a basic prerequisite 
was to get nd of feudal-like extra-economic 
oppression This task was now fulfilled, 
thanks to the land reform But according to 


rights Besides authoritarian family relations, 
a great deal of patronage, nepotism, 
Gommunalism, etc, survived, although their 
p cvious feudal-like foundations had been 
eradicated 

Therefore, PDs argued (or some of them, 
at least), one should not underestimate the 
capacity of ideas and forms of role to persist 
even when their original socio-economic 
foundations were no more A further 
precondition for meaningful democracy was 
thus that authoritarian and communal ideas 
be tackled head on So besides arguments 
for secularism and civil rights, and attempts 
to isolate comniunalist groups, some PDs 
were prepared even to work alongside 
religtous people with an interest m structural 
change They pointed to the importance of 
socio-religious and cultural reform efforts 
in line with those ot such leaders as 
Gandhtji 17 

Most PDs emphasised, however, that such 
Seemingly ancient phenomena as patronage 
and communahsm now survived and 
developed due to the fact that they had been 
integrated into capitalist-dominated relations 
These relations moreover, were far from 
homogeneous Commerce spiralled while 
production suffered, and the material interests 
ol broad classes of people were less clear 
cut than before This nourished 
individualistic survival strategies, 
clientelism, group specific organisation, and 
mobilisation on the basis of religious and 
cultural identities Thctiaditional Left could 
no longer offer a powerful alternative And 
the welfare-state measures that had been 
intended to replace old-time patronage weic 
not only msufliuent as well as under attack 
tor economic and political reasons Many 
of them had also been captured by new 
patrons and their associated clients 

Meaningful democracy, according to the 
PDs, therefore also required (in addition to 
ideological struggle) extended and improved 
welfare politics decentralisation ot 
government and administration, and popular 
development alternatives 

Firstly, extended and improved welfare 
policies - including basic social security, 
health and education - were necessary to 
ensure people sufiic iem autonomy to exercise 
their democratic lights in accordance with 
their own opin ons and interests, without 
having to submit tp the wishes of various 
resource-rich persons, communities, or 
organisations A safety bet for those badly 
affected by economic modernisation was 
necessary for promoting peaceful and fruitful 
ways of handling such contradictions as 
those between workers and employe! s 
Consequently, the PDs gave priority to (lor 
instancf) a massive popular literacy 
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government, so that aiaft the most 
downtrodden would be capable of mak¬ 
ing actual use of their civil and democratic 
rights 

Secondly, decentralisation of government 
and public administration was nechssaiy 
for democratisation beyond Thtrovanaitttoh 
puram - on the district and panchayai leydfe* 
And local government was necessary Jpr 
meaningful popular participation 
vigilance against the abuse of power IJm 
PD s themselves could only pres* $*?* 
decentralisation, but a primary aim of $m$t. 
ot their projects (including then panchay^ 
resource mapping programme) was to bmjM 
dynamic local foundations for femoerfey. 

Finally, popular development alternatiuhfe 
were necessary to prove that it 
worthwhile for people to try to promote tMr 
own future through collective organisation 
and action based on common interests S#4) 
ideas instead of relying on individual 
solutions, patronage or communal loyalfea. v 
And as we have seen popular development 
initiatives were basic to the PDs t 

However, while much of the PDs* pro* 
visional programme thus aimed at developing 
additional preconditions foi meaningful 
democracy popular sovereignly according 
to the principle ot political equality did feV 
have to wait in their view until all of these 
preconditions had been fullilled Instead, 
the PDs were faithful to one ot the mqior 
assumptions ot the previous politiad 
development Project - that a majority ot tfe 
population would not only benefit from 
radical rctorms once they were implemented^ 
but would also work and vote tor Ibetfy 
within the limits ot the existing system. 

Actually, the PDs took an even more 
consistent posiuonby launching their literacy 
campaign and thereby giving priority to the 
integration of the weakest sections ot Old 
society (as against incorporation based oft 
patronage) Furthermore, the attempts to 
genet ate the local foundations foi democracy, 
by means of such measures as the mapping 
of village resources, involved practising 
democratic relations both among the people 
themselves and m-a wi various authorities 
And even though the PDs stressed the 
importance of the peoples own initiative 
they were also eager to co-operate with dm 
government They accepted the rules oftbfc 
game, including the corollary that the very 
fate of decentralisation rested with elected 
politicians and administrators who usually 
benefited from centralism 

Within the development field, however* 
the PDs often sought a change from the 
conventional interpretation ot the principle 
of political equality (one-man-one-voip) 
They suggested replacing majority decisions 
among universally elected politicians with 
consensual agreements among the people 
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MBm. involved Mfcny PDs fblt that 
^P&)|tncni efforts had suffered from party- 
Hfwcisaiion and associated majority 
gMdistons Narrow union or party 
Sttsideradons should thus be purged and 
nplaced by decisions and action* based on 
Movant scholarly knowledge and joint 
productive interests among those actually 
using the resources 

Much of what we have said so far relate* 
to the forms and scope of democracy a* well 
While the traditional Left relied on the 
general principle of struggle and admimst 
YptiOn, and tried to extend democratic forms 
Of governance to additional spheres of 
Society by way of state intervention the PDs 
added more independent popular initiatives 
Mid participation as well as further 
democratisation of local government and 
eeronae management An essential argument 
WAS that, just as land reform had been 
tiOCessary to make peasants into masters ot 
}gpd - and thus able to improve production 
by working tor themselves rather than the 
landlords - joint farm management and 
popular participation in agricultural 
extension schemes were now necessary to 
also make them into masters of all the other 
rotourccs (such as water, inputs and know 
hOW^andthereby ableto increase sustainable 
production further Group farming and 
pgnehayat resource mapping were only the 
beginning And all this called for additional 
democratisation beyond the previous politics 
Of popular pressure and top-down 
democratisation 

Decentralising government and public 
administration was thus necessary - but 
insufficient Many PDs wanted to go beyond 
fnore or less party- and local government- 
led efforts such as those in West Bengal 
A$ already hinted at the emphasis in Kerala 
Was rather on more independent popular 
mobilisation, organisation and participation 
based on productive interests and joint 
development plans This was not only to 
provide for more direct control ot the state 
fcpd politics (m addition to traditional 

* ^presentation), and thereby to minimise 
oompgrtmentalisation, vested interests, 
Outnght corruption, etc It was al so to generate 
gottecti ve awareness and management of the 
^sources themselves, whether collectively 
or privately owned 

An important principle was that all the 
parties involved and concerned by the actual 
ope to which resources were put should be 
/moiled The forms, however, might vary 
Co-operatives and group farming were some 

* Supportive voluntary organisations tike the 
KSSP another Joint project organisations a 

imrd And in addition to this, the mope or 
/test independent popular action and 
^organisation in 'civtl society* should try to 
*link up with government efforts on various 
4bvel* - while politicians and administrators 


should also adapt their wky hf functioning 
to a fruitful model for popular participation 
The literacy-promoting efforts jointly 
conducted by vanous popular organisations, 
volunteers, concerned experts, and 
government and administrators served as a 
preliminary blueprint to the PDs 
Finally, like all lefhstsusmg political action 
to strengthen the otherwise weak position 
of common people, the PDs viewed the 
outcome, the content of democratically 
decided politics, as critically important They 
even argued, as we know, that meaningful 
democracy presupposed extended and 
improved welfare policies, decentralised 
form of government and administration, and 
popular development alternatives So the 
PDs would certainly have branded decisions 
running counter to these prerequisites as 
undemocratic even if the decisions 
themselves had been made m accordance 
with democratic principle s of popular 
sovereignty and political equality On the 
other hand, however, we also know that the 
PDs found the same principles, and the forms 
ot democracy as well, extremely important 
in the very struggle tor these additional 
democratic preconditions Moreover, thePDs 
were highly critical ot the prevailing party- 
polmcisation of development policies 
arguing instead for popular participation 
and broad agreements based on scientific 
knowledge and joint productive interests 
With this approach, it was hoped, the PDs 
might even be able to withstand the previous 
vicious circle in which those m opposition 
(leftists or rightists) demanded more 
ambitious minimum prerequisites than they 
did when forming the government This 
meant that when out of office both sides 
opposed (by all reasonable means) such 
decisions as they considered ran counter to 
these prerequisites, and proceeded to alter 
the decisions upon recovering office Thus 
the circle began anew The only major (and 
widely celebrated) excepuon, in the PD view, 
was the need to stand up forcefully against 
communal ism m general and communal 
politics in particular, since it undermined the 
most basic prerequisites for democracy 
According to the PDs, this principled 
policy was also needed because horse-trading 
with communal groups was politically 
de v astating to the broad Left itself Moreover, 
opposing the vicious circle and 
recommending broad co-operation have 
always been easier for (hose who neither 
command the major instruments of political 
power nor form the main opposition to those 
who do And, as a leading PD remarked off 
record “at the endot the day, lett-onem&tion 
is what's most important to me, so if 
decentralisation, for instance, means that the 
reactionaries might gam ground, then it's 
not so easy anymore **But while this may 
sound rather Machiavellian, it may also be 


tM row roasonfor dMk 
as democratic tjboeniroltiatkoii ever come 
about - and it testifies, at any rate, to the 
importance of following and analysing the 
PD politics of democratisation over ume 

Thf New Project Gains Ground But 
Fails Tt) Take Root 

In other wonts, the fundamental leftist 
idea of employing collective political action 
to make up for the shortage ot economic and 
military power among common people, and 
thus to improvetheir lot, was not really dead 
Theold radical political development Project 
was bypassed, but in contiast to the 
conventional socialists in such places as 
Eastern Europe and the Philippines the lot 
in Kerala did not lose out in the quest of 
the 1980’s for more freedom dnd democracy 
The Lett Front was instead voted back into 
office And the generally left-orienled PDs 
made an impressive attempt to work out 
elements of a new Project with further 
democratisation as a key element 

We must recall, ot course the PDs 
commanded neither the Kerala Left Front 
Government norany particular party indeed 
they did not even play the first fiddle Yet 
m a lime ot economic and political stagnation 
and of cynicism, they stood for renewal and 
expressed confidence in what people 
themselves could achieve in the lutuie And 
though they did not have an answer to all 
of the urgent problems, they managed 
nevertheless to draw up an alternative to 
tree-market neo-liberalism as well as to 
authoritarian developmental state 
interventionism - an alternative that was 
based, moreover on the idea of liberating 
the dynamic capacity ot the people 
themselves to generate sustainable growth 
and equality in combination Critical aspects 
of their thinking eventually won fairly 
widespread acceptance within the Left From 
They were able to influence strategic elements 
of the government’s development planning 
and programmes Many competent radical 
experts were PDs, and their concepts were 
goodfor production as well as for government 
popularity 

Their own plans and activities were 
flexible, moreover, and were meant to take 
root through (and be improved by) popular 
participation, which in turn would generate 
widespread demands and collective action 
for further social, economic and political 
change And even more democrausaiton 
was an essential and integral part of the 
entire PD programme, not only because it 
was considered important as such, but also 
because the very implementation ot the 
programme assumed it 

So what happened beyond the formulation 
and initiation of the programme 1 In the 
following sections, we shall examine how 



f " v pldceis-NfiT implement tiurmig the well as the top j^htical tew^s took a 

mobilised and Organised popular support, Entakulam literacy campaign (including benevolent view of the tcjfeas* hut priority 
and handled friends, obstacles, and foes, voluntary organisations, political activists, was hardly given to the matter locally. 
And while we shall find that most challenges the public administration, and so on). And Reviews indicate that while mom instructors 
called for additional democratisation, we the following state-wide campaign was led were women than men, andconformednicely 
shall also see that, to a certain extent, this by a new literacy society headed by the chief to the cultural and religious background of 
was difficult to achieve because of the minister, cabinet ministers, senior officials, the learners as well, the majority had no 
limitations of the PD approach itself. But eminent personalities, and rc^ political affiliation whatsoever. Local 

let us take it from the beginning, starting of political parties, mass organisations, and programme success did not seem t6 wry. 
wkhOneparticularPDprojectatatimewhen . voluntary agencies. At the same time, the with the strength of the supportive politic#! 
the Left Front was still in power. Finally we many local government officials, about parties. Apparently, parties and 

shall take a look at the consequences of the 800,000 volunteers, and between 300,000 movements had access to, and were adapt&f 

Front's electoral defeat in June 1991, before and 400,000 instructors were out in the to, less time-consuming ways of mobilising 

reluming later on, we hope, with a re-study field.* 2 So the question is whether the others people behind their demands and electoraf; 

of further developments. who were expected to be stimulated to carry platforms.*" So developing the potential of ! 

Limited democratic dynamism from the out further democratisation also found it the literacy campaign was left Largely to 

literacy campaign; The first part of the sensible to do so. comparatively apolitical and uncoordinated J 

Brnakulam District Total Literacy The state and government, to begin with, voluntary organisations. And despite thefri;; 

Programme was, as we know, an un- played an essential role in legitimising the many other qualities, the activists wet#’ ’ 

precedented achievement in the history of campaigns, including the emphasis on predominantly young women, and "thus not 

India’s literacy movement. It testified, popular participation in general and always the most authoritative^: 

moreover, to the potential of joint popular participatory management in particular. The conscientisers”.* 9 \i 

and government action. As soon as virtually Ernakulam district' collector and his The much acclaimed second phase of the;■< 
all the illiterates of Ernakulam had been administration, with previous experiences literacy campaigns, therefore, was neglected 

taught to read and write, a similar gigantic from social welfare campaigns, played an already before the new Congress-led 

programme for all the other districts turned exceptional role, in implementing the pilot government undermined the whede 

some 1.5 million persons into neo-literates project. The results of the state-wide programme (something to which we shdMf* 

in the space of another year. The programme campaign in different districts seem, return). The plan was to follow up the;' 

thus proved capable of mobilising almost moreover, to vary with the commitment of spectacular first campaign with further; 

the entire state and society, and of making the district collectors * 3 But the general education and self-studies among the ueB* r i 

Kerala as a whole fully literate in record impression is that the backbone of both literates, and the transformation of literac^ ’’ 

time. But besides the usual problem of campaigns was the people’s committees and centres into people's fora for wider 1 '; 1 

maintaining literacy after the initial the sub-project offices.* 4 It was difficult for developmental activities. 7 * However, while 

campaign, how did the fundamental long- activists to co-opcrate with the government everybody recognised the importance oftbe 

term aim of empowering people, by making even when the Left held power at the state second phase, not even the KSSP seemtid 

the-most downtrodden able actually to use level and a former KSSP leader was in to have had a clear idea about it from the 

their civil and democratic rights, and by command of the district.* 3 And most start. 71 Instead, most PDs probably assumed 

creating a favourable milieu at the same time i mport antly, the much - applauded it would grow naturally out of the dynamitth' 

for everyone involved to extend their joint participatory management was limited in expected during the first phase. But it did 

activities into other developmental fields - time and space. U was neither institutionalised not. The first pilot project in Ernakulam had 

fare? nor firmly linked with the delayed efforts already lost much of its momentum before 

The answer, unfortunately, is rather to decentralise government and an attempt was made to begin the second; 

gloomy .**Whileit is obvious that the literacy administration (to which we shall return in phase. And when Kerala as a whole w l & 

campaign generated some of the fundamental a few pages). 66 declared (almost) literate in March 1991, the 

prerequisites for democracy, and forpopular But did not people's organisations in second phase was postponed (rather than 

development as well, these preconditions general and political parties and movements launched and enhanced) in the face of the 

did not give rise to the further processes of inparticular-thcbackbotieof most processes general elections. 72 

democratisation that were regarded as of genuine democratisation - take the In other words, not even the envisioned 

necessary for the overall PD programme to opportunity of participating and of space for further democratisation opened 

take root. influencingpcople?Gencrally speaking: no. up. The PDs had humbly restricted 

, The PDs themselves were engaged mainly It is true that party politics was excluded, themselves to creating preconditions suchaS; 

in creating the preconditions for others to in order to avoid previous trench warfare. literacy, oh the basis of which major social ■ 

develop democracy further. The PDs were The possibility, however, of actively and political forces wouldthen proceed with,* 

to be the catalysts who filled Up old trenches, supporting the long-term democratic and democratisation and development. Themaih/ 

opened new doors, spread new ideas, took developmental aims oftheprojeet - and thus problem, of course, was that the latter did ; 

new initiatives, provided for more popular linking individual empowerment w/ili notdoso. Still worse, the PDs had abstained 

involvement, and brought people and collective aims and action - did not seem t rom dealing with why such problems might; 

organisations together. The PDs therefore to make much sense to the politically iui*c« and thereby from identifying which/ 

gave priority to organisations like the KSSP, organised Keralites* 7 While, interestingly additional prerequisites for democracy and 

and to efficient project machines. Butinno enougivthe more dominant and patronising popular development were needed forgetting 

way did they aim at 'taking over* the role communists of West Bengal later mi carried the process from individual empowerment 

of the state or the various popular out a much more party-dependent literacy to democratic development going. 

organissUions(iiKluding the political parties), campaign, their Kerala comrades were So as time went by, the PDs themselves 

Bided on its own critical evaluation of fortunately unable to benefit from a similarly could mainly work in two directions. On the 

previous experiences, 61 the KSSP tried to hegemonieposition-butthustendedinstead one hand, they could initiate special 

■ ■ 
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Profit and Loss Account for the year ended 31st March, 1996 
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36,40,00 

1,21,41,44 

46,69,14,61 

3,41,43,14 

14,62,91,31 

66,42,00,50 


7,66,22,06 

8,76,66,76 

16,72,36,02 

24,47,47,62 

33,16,37 

6,46,91,69 

66,42,00,60 

9,03,66,65 

3,09,93,33 


20,80,00 

52,58,16 

40,10,26,51 

2,60,39,24 

8,90,79,09 

52,34,83,00 


6,54,26,48 

1,96,90,70 

17,91,04,61 
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28,82,30 

4,63,61,40 
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TMf UMNO 

on 31.3.1996 

Ra, 

Ysarandad 
on 31.3.1995 

Ra. 

1. INCOME 

Interest earned 

6£6,18J0 

4,59,66,60 

Other income 

1,0740,91 

93,78,50 

TOTAL 

7,12,39,81 

5,53,46,10 

IL EXPENDITURE 

Interest expended 

3,724145 

3,1045,14 

Operating expenses 

24742,82 

1.70,4740 

Provisions and 
contingencies 

864643 

64,66.69 

TOTAL 

646,60,60 

5,45,41,13 

III. PROFIT 

Net Profit for the year 

28,7941 

8,03,97 

Profit brought forward 

4,03 

6 

TOTAL 

25,8344 

8,04,03 

IV. APPROPRIATIONS 
‘Transfer to statutory reserves 

6,50,00 

1 

2,00,00 

Transfer to capital reserves 

7546 

0 

Transfer to other reserves 

14,81,00 

2,88,00 

Transfer to proposed 
dividend • 18% 

3,75,93 

3,12,00 

Balance carried over to 
balance sheet 

73 

4,03 


TOTAL 


26,63,24 


Performance Highlights - 1995 - 96 
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campaign. On the other, they could try to 
persuade politicians finally to move ahead 


with decentralisation, and thus to open up 
for widespread popular participation and 
local democracy. Hence, we turn first to the 
grhup farming and resource mapping 
projects, and then to the issue of 
decentralisation. 

Mixed interests in halfway group farming: 
The post-land reform problems of agricultural 
production, as we have seen, called for more 
efficient land, water, and pest management 
This presupposed, among other things, viable 
larger units and an understanding between 
farmers and workers.™ Finance and market 
relations also had to be improved. And state 
support had to be well co-ordinated. In 
principle, of course, there were different 
ways of doing all those things. But since 
most Keralites agreed that relying on the 
emergence of forceful nch farmers was as 
out of the question as authoritarian state-run 
agriculture or abused producerco-operatives, 
the only option left seemed to be co-operation 
among the many small farmers themselves. 
And group farming seemed to be the only 
fejisible way of realising it. 

There were three additional assumptions. 
To begin with, the landowners, or the post¬ 
land reform farmers, were taken to be 
interested in improving agricultural 
production, and, hence to be prepared to co¬ 
operate with each other to that end, i e, if 
it proved realistic and profitable. Agricultural 
workers, for their part, were taken to be 
interested in jobs and pay and therefore 
willing to accept the development of 
production, i e. if they did not lose out in 
the process. And the Left Front and its 
government, finally, were assumed to be 
capable of making all this possible, by 
showing the farmers that co-operation would 
be realistic and profitable, and by assuring 
the workers that they would not lose out. 

Consequently, the ministry of agriculture 
set up local extension offices in almost all 
the panchayats. Local committees aimed at 
co-ordinating and streamlining all 
government activities. Representatives of 
various organisations, including those of 
farmers and labourers, were invited to 
participate and to work out a kind of 
corporate social contract. And farmers were 
offered an attractive package of inputs, 
expertise, and subsidies, i e, if they took up 
joint farm operations and related activities 
under the leadership of an agricultural 
extension officer and a convenor of their 
own. 

So how did this interest based and state- 
initiated politics of democratic participation 
and co-operation for the promotion of 
agricultural development really work out? 
Right from the Autumn (Virippp) crop of 


eager to be included in the programme. 
Production and productivity increased, and 
there seems to have been a significant 
reduction in the cost of cultivation. 74 This 
signalled a imyor reversal of previous 
depressing trends and ineffectual extension 
schemes. However the virippu crop was 
good in non-group fanping areas as well. 73 
And while the difference may nevertheless 
have been significant, 74 much of the 
encouraging results seemed to be due to the 
increase in the use of high yielding seed 
varieties and to favourable weather 
conditions, rather than to co-operation for 
promoting more efficient and sustainable 
resource management. 77 What had happened? 

The mimsteroi agriculture, V V Raghavan 
in the Left Front government, devoted 
himself to the idea of group farming, and 
to its implementati on as well, with impressi ve 
skill and uncymcal enthusiasm.™ Group 
farming was his project. He even managed 
to convince much of his staff of the need 
to work in close contact with the farmers 
via new local extension offices {Krishi 
Bhavan)? 9 And at least some co-ordination 
with other ministries and government 
agencies was accomplished, so that (for 
instance) pumps and electricity to make them 
work could came together, But as the desired 
decentralisation of stale government as a 
whole was still a matter of good intentions, 
Raghavan for his part could mainly improve 
his minisir) s i ap,icily to implement policies 
from top-down via its own local offices and 
consultative committees (which were 
composed of representatives from other 
ministries, agencies, political organisations 
and interest groups). 

Even though this was pregnant with the 
devastating logic of top-down politics, it 
could have been supplemented, of course, 
by the action of others from below. But as 
we shall see, the actual role of the state and 
its agricultural extension officers was not 
limited to proposing co-operation among 
farmers and then providing the basic 
preconditions thereof. The state’s role also 
tended to include an attempt to set up and 
even run those co-operative efforts. So 
despite the good intentions to make way for 
more independent popular initiatives and 
participation, the group forming programmes 
failed to go beyond the previous leftist habit 
of trying to spread democratic forms of 
governance to additional spheres of society 
by way of state intervention. 

To begin with, political organisations in 
general, and farmers' and agricultural 
workers' movements in particular, did not 
give priority to group farming. It is true that 
Raghavan managed to get the approval of 
the Left Front parties and their affiliated 
farmers' and agricultural workers' 



solving the p&m the Left 

over the mechanisation of agz&tifture, since 
this was now taking place without much 
resistance.* 0 But in nudity tie was rather 
isolated. The support of parties and mass 
movements, was mainly *in principle' gnd, 
at best, on the central level. The ranfe-and- 
file and many leaders as well were 
lukewarm.* 1 And the attempt by the CPlfM) 
youihrnovememtomobilisevoiumarylaboHt 1 
for local development purposes ran into' 
problems because of presumed party biases.^ 
Group farming had to be saved front, 
conventional competition for party leadership 
and control. The Left Front in Kerala was 
not in the same hegemonic position as it# < 
counterpart in West Bengal. It was critical } 
that ali farmers be enrolled on the basis at 1 
fundamental productive interest rather than; 
political affiliation and patronage. So eve#* 
though the members of leftist parties and 
movements were instructed to attempt to * 
build a social movement for popular' 
development, most of them did not throw* 
in their lot with group farming, (other than, 
presumably, on an individual basis).*’Theris \ 
were even problems m getting the Idea)* 
party-politicised co-operative banks t0 
provide farmers with venture capital 
development purposes - which made further" 
troublesome state-subsidies unavoidable . 44 ) 

Secondly, there seemed to be no unified" 
interest in joint management among the/ 
producers themselves. Raghavan, among 
others, was not only able to get group fanning 
started from above. He was also full of ideas 
(not necessarily politically anchored) about 
how it would be possible for the farmers 1 
themselves, with state support, to develop t 
group farming further. Besides land, water, 
and pest management, they could, for 
instance, come together against middlemen 
by purchasing inputs collectively, storing 
the harvest until prices were right* * 
establishing consumer co-operatives and so 
on.* 1 There were few signs, however, of a 
general interest in collective action. To begin 
with, good performance by individual form 
groups was instead related to the special i 
abilities of the group convenors and the. 
Krishi Bhavan officers.** 

Moreover, agricultural workers were not, 
included in the farm groups. They were only . 
represented by two persons in the twenty- 
man-strong village advisory committee,* 7 1 
The previous tensions between farmers and 
workers, it was thought, should be avoided.** 
The dynamics of group farming were 
supposed to rest instead with the landowners, 
the post-land reform farmers, and their 
projected interest in boosting production 
(from which the workers would also benefit). 
But the farmers mainly engaged in joint land 
preparation - including mechanisation to 
reduce the cost of labour - and in selecting 
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cs. Joint land development, water 
infrastructural improvements, 
ng of specific problems, end 
Imtion of manpower and other local 
were even more race. 1 * If the 
irnmcnt had not added subsidies, 
ing in cash, many farmers might not 
participated at all, despite the other 
ij^Ettential benefits to be had from the 
Many landowners who had 
mer major income or investment 
^SWf^unities besides farming were less 
^epued to engage in group activities than 
ipme who were primarily agriculturists.* 1 
J-^WkBie subsidies, better seed varieties, 

! ^Urbanisation, and so on were fine, time- 
; resuming joint management of land, pests 
!rgad water, or the supervision of voluntary 
publicly subsidised labour, were 
l[7fm|Mtblesome.Beyond group farming, 

I moreover. any attempt to let unemployed 
! f wAcultural workers (or even farm groups) 
(f^dttE^efftciem use of fallow land (and thus 
j^jaidanger property rights) was almost 
^ItwOisible. And while in other places illegal 
j; iXgMjag arrangements have instead emerged, 
ji^gf.pfogress has been made in weeding out 
negative aspects by legalising and 
ftiagulating acceptable forms of leasing - and 
;] Atttius open up for increased production and 
:*aitoiejobs* 

•, As in the case of the Philippine peasants 
“notrelateasexpectedtoCommander 
s impressive co-operative effort,* 4 
was fundamentally wrong with 
basic assumption about a universal 
among the farmers to improve 
through viable joint action, 
differed from each other. Even the 
Engaged agriculturist was usually part 
with different income sources. 
mi profitability were measured in 
ways, Landowners with other major 
found it difficult to engage 
lives fully in group farming. Those 
other investment opportunities - 
jjge|tMtffss trading, real estate, and control of 
Imperatives or administration - may have 
substantial improvements through 
I jpliebP 1 farming Insufficient to merit their full 
Qlteption. Tips is not to exclude the possibility 
bf fairly widespread joint interest in 
Improving production, including among 
inters* But the analyses and assumptions 
WMftd group farming clearly failed to come 
with the same complicated 
licily -of interests and conflicts that 
to undemuntag the old political 
lopmenl Project in the wake of land 
m. ' -, v 

towards a refined {^ approach?. How 
the PDs road the preterits of group 
:? How did they try lb move for* 
[? And what was the Jni|Kiriance of 




wnagero^ 

dim was “too much top^downbureaucratic 
intervention andioolitstemassmovemerit''. 99 
Group farming had turned: Mo “an over 

which 

lacked “adequate planning*#nttiheessential 
elements involved’ 1 , and which might repeat 
“the earlier mistake of recommending 
’universal technology, packages’ “ and 
adopting “a blind belief in chemicaliscd 
agriculture".* 4 To alter this, leading PDs 
teamed up with agricultural experts, and in 
1989 began working out a more developed 
group approach for locally adapted and 
sustainable agriculture, or “a blueprint for 
decentralised ,igriculturcdevetopment" * 7 In 
Kerala, they said, an increase of productivity 
within rice cultivation from the present 1.7 
ton/ha to 6 ton/ha “should be within easy 
reach".* 11 To get ahead within a period of 
three to five years, the team recommended 
4 1he development of local infrastructure, 
institutions and policies" and wanted to 
“mobilise the rural resources and manpower 
with the active collaboration of all rural 
development agencies". There should be “a 
shift from the over-dependence on energy 
exhausting inputs to that of in situ input 
generation; a shift from the universality of 
technology application to that of contextual 
technology generation; a shift from the 
conventional pattern of technology 
dissemination through Selected field 
demonstrations to that of taking the whole 
(.M)micro-water$hed as a single unit, etc".** 
But how would all thisbdpossibte? Besides 
scientific methods, skill andbducation, there 
was a need for huge resources - in the range 
of Rs 8 million per panchayat, Rs 8 billion 
for Kerala as awhole,orRs25 $00 per ha. 100 
Consequently, the PDs and the experts 
continued, it would only be possible to 
implement this with betterotganisation, new 
priorities, and the mobilisation of hidden or 
under-utilised resources ’Tbc present 
practice of disbursing various input subsidies 
(to the farmers) in cash iotig after the harvest 
isnotpcrfbrmingany production function*. 1 ™ 
Pooling the subsidies iMbad would ttke 
care of about ten per emit of what was 
needed, the integration of departments re¬ 
lated to agriculture, new ^qrities (’Includ¬ 
ing .getting rid of contti^ire and bureau* 
craft appropriating and^aharing money 
when bu^^canaU") 1ai yM theppotingotf 
some of their revenues -ssffltecoirespo^'ift. 
about (SO per cent of dreotpMites required 
And Voluntary or "’parotic labour* % 
ysHage yotith, betiefidi^W 
: college Students and*fifcal labourers" 
; r gMuM Cover the remaining 30 per cent of 

/•'^bocaidimri question, of course, was how 
iudiawdi-intenti 


. excemeo . 4HKr, 

’sorfetalwiir. Tta propelling face would 
be *a strong patriotic movement-; "a Mg 
movement to organise, develop art utilise 
the land, water and manpower*. 1 * 4 Such 
changes required, in turn, a shift from "the 
prcrottcompartnrentdised 
towards participatory involvement of die 
people right from the conception to the 
formulation and implementation of 
programmes specific to the contextual 
situation of each locality". 10 * The many 
overlapping but uncoordinated committees 
and government institutions, which 
nourished vested interests and created more 
problems than they solved, should be brought 
together and provided with well defined 
functions and powers on all levels, especially 
in the panchayats. 104 The main focus, 
moreover, should be on “the organisation of 
the people to develop their own 
administrative and development capacity 
rather than to increase the number of 
bureaucrats ’to do things 1 for people". 107 
And yes, besides popular mobilisation, this 
in fact presupposed ’the backing of political 
will’ and the “decentralisation of political 
power to democratic institutions on the 
panchayat level, where participation and the 
detection of misuse and corruption are 
easier”. 10 * 

But how would decentralisation come 
about? Who was against it? Who was for 
it? How to right for it? Besides the unspecified 
“we bank on pressure from below”, the PDs 
bad precious little to say. 10 * 

And what, then, about the previously 
discussed ambiguous assumptions about 
workers’ and farmers 1 interests in group 
farming? While the PDs aqd experts counted 
on workers’ contribution to the ’patriotic* 
labour force, their blueprint only discussed 
the role of the workers from the point of view 
of what the farmers regarded 1 as factors 
obstructing profitable rice cultivation.* 10 
Moreover, tire same report hardly touched 
on tire problematic fundamental Idea tif a 
universal farmers’ interest in improving 
production through viable joint action. 
Material interests, which uta) fo be the 
backbone of Marxist oriented analysis and 
praxis, were rather played down and 
supplemented by ’the sbcteM will*; 

The utti matesucceas t J Wiitt.) depend 
largely oh tire Strength of the societal wifi 
m ®in«eetmp ftcm-itftfcrtol fnotivSttdit ■ ■ 
supplementing the limited material reward 
and to evolve a consensus or at least a 
common feeling ^tthe jxx^wayof v 
** condoctit*^ 

: thescreiety.in^ 

’like ours Ms .Mg/- 

, through edoettfont 


this may be achieved. 11 * 
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basic prerequisites for democracy* while 
abstaining from targeting the problems of 
how to get the process from individual 
empowerment to democratic development 
going* they now tned to improve group 
farming by calling for more democracy and 
‘societal will* - without targeting the 
problems connected to such preconditions 
as decentralisation and interests in joint land 
and water management 

The experts involved envisioned a pilot 
project to try out the improved approach to 
group farming in the vicinity ot Thnssur 
Agricultural University Generally speaking, 
however, the PDs thus continued to depend 
heavily on the will and ability of politicians 
to implement decentralisation And the PDs 
mainly devoted themselves to launching 
another masscampaign a&a major instrument 
in local-level mobilisation towards a 
collective and radical overhaul of land and 
water management This was the Panchayai 
Level People s Resource Mapping And since 
this was also meant to enable people in the 
panchayats to make use ot the expected 
decentralisation and to expose politicians 
and administrators to some pressure really 
to earr> it out wc shall discuss the mapping 
project betore turning to the problems ol 
decentralisation 

Activists resource mapping The micro 
level resource survey with people s 
participation' 11 developed rapidly as a 
concept but it was a latecomer in Kerala 
development politics and remained invisible 
until a test case in Ullooi panchayat (nearby 
Thiruvananthapuram) was undertaken m late 
1990 m The subsequently following pilot 
project in twenty five additional panchayats 
in various districts 114 - with the Centre lor 
Earth Science Studies CESS andtheKSSP 
as the principal initiators - could only be 
launched in March April 1991 ,p And the 
real push (including a state-wide campaign) 
was to follow the elections some three months 
later 1,6 

The generally supportive Left Front 
government, however was voted out ot 
office So the late start besides being a 
problem in itself dso makes it difficult to 
analyse how and why the politics ol 
democratisation changed within the 
framework ol the 'original project betore 
the elections rapidly and drastically altered 
the conditions Instead, therefore we must 
consult the post-election development of 
resource mapping to throw light on the brief 
initial period,but shouldonly use information 
supplied by and/or discussed with the 
foremost leaders ot the project (since the 
ultimate test ot what difficulties can really 
be traced to the 'original project is that these 
devoted leaders cannot put the blame on the 
devastating policies of the new government) 


plus, of course, these tawtatet* 6wn critical 
evaluations of the pre-election phase. 117 

Despite this, however* the mam features 
arc obvious enough On the one hand, the 
PDs made an impressive attempt at 
substituting complicated popular and 
democratic development efforts tor the 
previous more straightforward literacy 
campaign (thus also contributing a special 
project to the latter s problematic second 
phase) They even tned to mobilise much 
of the broad populai support themselves, as 
well as the prerequisites for local planning 
(including appropnate data, local expertise 
and widespread knowledge about local 
resources 11 ") which they had earlier regarded 
as necessary if group farming was to advance 
towards sustainable agncultural develop 
ment But on the other hand, those 1 m 
portanl PD achievements were in any case 
insufficient when as in the case of group 
f arming, there was lukewarm interest among 
both landowners and powerful popular 
organisations and public institutions engaged 
m democratic work to promote agncultural 
development So whi Ic group farming tended 
to depend on the devoted state intervention 
ot the ministry or agnculture and its local 
Kashi Bliavans resource mapping rested 
mainly on a kind of dynamic action group 
work (including lobbying and brokerage) by 
CESS scholars committed to the programme, 
and by enlightened KSSP activists These 
problems thus call tor a somewhat more 
detailed discussion firstly, about hesitant 
iarmers and secondly, about indiffeicnt 
popularoigamsations and public institutions 
All the leading PDs point to problems of 
engaging people in general and producers 
in particular in collective and long term 
development woik 11 One example is that 
voluntary mapping mainly attracted young 
students and educated middlc-c lass people 1 
It is true that unusually many Keralitcs are 
not just well eduented and pait ol a broadly 
defined middle class but are also residents 
ol the villages But the actual landowners 
and producers were also to be involved, ano 
to learn about the problems and possibilities 
And even though the KSSP is a popular 
movement (with more than 2 100 units and 
about 65,000committed members and many 
more followers all over Kerata) PI rather 
than an entrepreneurial middle-class NGO 
trying to serve the people , one may still 
doubt that the experienced activists managed 
re illy to anchorthi young volunteers in their 
neighbourhoods (w irds) via committees and 
respected personalities 1 
Moreover when the PDOs managed 
carefully to move ahead towards the 
democratic formulation and implementation 
of a local action plan in their showcase 
Kannurpanchay 0 tofKalliassen p, poliUcally 
dominated by the CP1-M (9 seats) and the 
CPI(! seat) - land owners were, tor instance 
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cultivation or to let unemployed youth and 
women temporarily grew vegetables on 
tallow land 114 In addition, most of the farmers 
who were offered qualified assistance to 
team up and convert the swampy parts of 
their land into a promising prawn cultivation, 
wished rather to persist with various other 
engagements and to collect rent from 
outsiders who might be prepared to take the 
nsk and do the job 1,4 (The process continues* 
however, and it will be most interesting to 
see what comes out ot them in the next few 
years In late 199^, tor instance, a separate 
Kalhassen Development Society was 
registered with the provision ot a Panchayat 
assembly - including 180 directly elected 
members (m ward-level meetings) and 20 
ex-offitio members - for implementing the 
local action plan ) l2t Leading PD's often say 
that people ingeneral do not become engaged 
because our ideas are not felt directly”, 
whereas “the pievious land struggles were 
at a higher level and part of their daily 
existence' 127 This may be true if we compare 
with the daily resistance and the struggles 
over wages and rents But at the same time, 
the resource mapping and its envisioned 
action plans ottered more opportunities tor 
the producers to engage directly m profitable 
work than did the essentially political land 
struggles And while it is true that the PD 
concept picsupposes time-consunung joint 
planning and collective resource manage¬ 
ment betore people are able to reap any 
substantial henetits one should not forget 
that people struggles over land loi many 
years before they got some land and could 
really improve their lives Years ot devoted 
collective action among people with certain 
basic imeicsts and an ideological orientation 
in common 

However such cornerstones - including 
a clearly identified common ground tor 
popular action are as far as I can see, 
conspicuously absent from the PD 
tiamcwork While the showcase plan m 
Kalliasscri contains important concrete 
information and provides tor some 
immediate action to (tor instance) improve 
the availability ol Iresh water lor everyone 
and to reduce unemployment the univei sally 
problematic issues of different interests, 
economic priorities and actual control ol 
resources arc not shown much attention PK 
Nor does the socio-economic survey (which 
was intended to supplement the basic 
mapping ot physical resources) a*veal the 
classical parameters of power - including 
such as the ownership and control ot vital 
resources 1 'One reason given for this is ih a 
additional information was not iicunvh) 
lor the purpose (piesumably meaning thv 
action plan) and that liguics on ownership 
were already axailable from the authorities 
Another and moic interesting argument is 
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itwereposaibferofM^ucfch^ 
MtaWng data about actual control and 
' pvwtt (whit h people would learn a lot from 
i ytimply by collecting them), nothing fruitful 
8 would result since issues like these have 
Wen ‘so hot ever since the struggles over 
land 110 

Very tew would dispute, ot course, the 
itnffbrtante of avoiding narrow party politics 
and an ideological language serving no other 
purpose than to scare people away But one 
may still ask whether there is a bottom FD 
line tor developing ordinary people s 
capacity to promote production - and it so, 
if it does not call tor the identification ot 
certain common interests, views aims and 
enemies in relation to production Or is it 
rather the case that a principled stand against 
everything preventing the productive and 
sustainable use ot land (including side- 
activities and attempts to collect unofficial 
land rents), together with radical 
arrangements (including leasing) to help 
those who would like to make productive 
u$e of land if they had access to any would 
cause even more problematic divisions 
among already established leftist supporters ? 

Anyway, discussions with the leaders, and 
the mapping and planning in showcase 
KaUtasscn indicate that the PDs were more 
inclined to try education to convince 
landowners ot the need to give priority to 
production, to present as attractive 
opportunities as possible and to let some 
unemployed youth and women temporarily 
grew vegetables on others’ lallow land in 
Older to demonstrate to the owners that they 
themselves could make good profits (and 
then perhaps employ some of those now 
unemployed) m And the agricultural workers 
are still not integrated for instance they are 
not allowed to invest their labour in the 
envisioned prawn cultivation project along 
the same lines as the farmers (who at best 
will put in their swampy land) 112 

Moreover there is much talk ot promoting 
self-reliance in villages like Kalliassen, but 
little mention ot the fact that many families 
depend on remittances from migrant 
labourers in the Gulf (or how their savings 
can be put to use) 1n Much is said about more 
efficient use of public resouices, but there 
is no mapping and analysis of the various 
vested inteiesis (including within 
contracting) which are likely to impede any 
plan or project ,M PDs tell me that since 
some time people arc against co-operatives 1 " 
yet little is done to analvsc the situation, the 
various interests tnvol ved, or the possibilities 
of improving itAs almost everywhere, 
the Lett is not showing much interest in 
management and the PDs, unfortunately, 
are nocxccption 1,7 And while all the leaders 
I spoke with agreed with the saying that ‘tf 
you control the co-operative movement you 
control people*’, n * nobody was prepared 


nng a chastened smite or remark instead 

Leading PD scholars often claim the larger 
part post-land reform exploitation in rural 
Kerala (excluding the plantations) is indirect, 
and related to the exchange of resources and 
products ,w They are probably right and 1 
agree, 140 but I have neither come across a 
comprehensive analysis of this set of 
problems nor a discussion of its bearing on 
popular development The typical picture is 
rather that no serious rural class 
contradictions remain in agriculture, now 
that landlordism has been done away with 
- only conflicts ’within the people’ In 
principle, therefore, a majority of the people, 
including both farmers and agricultural 
workers, can still unite - although this time 
not to get their own land from the landlords, 
but rather to improve production and de\ elop 
their own local communities And to ignite 
this, it should suffice with the following 
education practical demonstrations of what 
can he done, and the mobilisation of the 
’societal will ,4 ‘ 

One may speculate about the reasons lor 
these contradictory messages about new 
forms ol exploitation on the one hand, and 
the absence ol serious divisions and 
contradictions, on the other 1 have already 
mentioned that a consistent focus on 
productive mcasuies might cause 
disagreements among established leftist 
supporters We may also add the ambition 
to ’avoid party politics* and to reach as 
many people as possible without ’competing* 
with the established leftist parties But let 
us not lose sight ot the mam implication - 
that the PD approach itself was ambiguous 
about who would benefit from collective 
and democratic work as compared to various 
individual solutions such as land speculation 
and patronage It is to he hoped that the 
haziness will disappear as the efforts to map, 
survey, and try out concrete local plans 
proceed (something we shall return to in the 
forthcoming re-study) So far however, the 
social basis thus seems to have been the PD 
activists themselves, andlhcmodusoperandi 
seems to have been their very activism 
There is Utile sign of a new social and 
democratic movement 

‘Resource mapping 7 What s that 7 ”, K R 
Gown, the legendary and widely respected 
communist leader, was more puzzled than 
cynical when I asked her about iheimpoitance 
ot resource mapping to the organised Left 142 
And according to one of the initiators, M 
P Parameshwaran, a senior PD personality 
and communist party member, "the Left 
Front government did at least not obstruct 
the project, which is more than one can say 
ot the present administration, but the leftist 
support was mainly oral, not active 
Democracy is not ftilly accepted There is 
constant struggle The (traditional) Left want 
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w w# entropy 

resource mapping on a silver plate ** m 

It is true that leftist sympathisers and 
organisational representatives were involved 
in (he local mapping and discussions about 
action plans But much of this seems to have 
been because of the KSSP*$ persuasiveness 
in getting as many organisations and 
important people involved as possible 144 
And it is important to remember that it was 
the Left Front government, not the CPKM) 
(the mam party) that lent its official support M ' 

The resource mapping, with its emphasis 
on collective development eftorts, was not 
accepted, in other words as part of the 
permanent political struggle of the 
established Left - only as part of its 
government policies while in olficc 144 And 
this particular government intention 
moreover, was not necessarily obeyed by the 
various state organs including on the local 
level 147 

The CESS scholars and KSSP activists 
tried to involve the local representatives ol 
various ministries but even the Knshi 
Bhavait people in showcase Kallias«-en (those 
in charge of group farming) ‘showed limited 
interest* ,4 * What was more the Lelt Front 
government's decision to grant executive 
powers to the elected panchayat presidents 
was never really implemented And those 
with the right to call the panchayat leaders 
to account were the officials ot the stale 
government rather than the people who 
elected them l4V So the panchayat president 
and his council members could do very little 
without the approval ot the distnu collu lor 
(via his/her local exccutivcolliccr) the local 
’line department officers and oltcn even 
the ministries in Thiruvananthapuiain - 
except when drawing on important miorma! 
connections and powers' Vl (including within 
the business community where there might 
be money enough to gel things moving) ,M 
And if we then add the various vested interests 
on all levels, it is not hard to see that it was 
very difficult for any politician to alter 
existing priorities and for instance, tollow 
advice from local action-planners to 
substitute popular management tor 
bureaucracy, or ’patriotic labour for a 
contractor Furthermore, local politicians 
hardly had time and remuneration enough 
to get more involved and really to oversee 
government work m the panchayats And 
why should anyone bet on a project that 
would not show spectacular results before 
the next election campaign’ 1 '* 

So the PDs tned, in other words, to set 
out antmaginauve programme on how people 
would be able themselves to contribute to 
local planning and development - in a local 
setting where even the most basic legal 
administrative, and political prerequisites 
were still missing Prerequisites - such as 
democratic decentralisation - which the PDs 
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Iftterfctfcin politic*)an<l instead expectedthc 
politicians to implement from above. But 
these politicians were dragging their feet, so 
the PDs could do nought but set aside much 
of their comprehensive democratic model 
once again, and rely instead on their own 
activism in general, and their lobbying and 
political brokerage in particular, in order to 
save at least part of their resource mapping 
project. 153 

This, we may add, differs entirely from 
the situation in the other radical stronghold 
of West Bengal, where, generally speaking, 
the party (the CPI-M) has actively carried 
But decentralisation (or at least delegation) 
of various development efforts through the 
government and local organs of the state. 
Hence, one argument is that “resource 
mapping can only work via a strong party 
and its cadres”. 134 But we should not forget 
that this may be at the expense of the original 
PD concept of independent popular 
participation based on productive interests 
on the village level. In West Bengal, it is 
the party and local administration who 
dominate, who set the pace at the block level 
(rather than among the actual producers in 
the villages), and who link up with vested 
interests, 155 And anyway, the key question 
is why the leftist Kerala politicians did not 
live up to the PDs* expectations of really 
moving .'head with some measure of 
decentralisation. Was it, perhaps, because 
they would not be able to play the same 
dominant role on the local level as their 
comrades in West Bengal? What happened, 
in fact, to the much acclaimed but constantly 
delayed decentralisation of democratic 
government in Kerala? 

Democratic decentralisation without.solid 
backing: The decentralisation of political 
power, as we know, was not a precondition 
for initiating various PD campaigns - but 

certainly was a precondition for the new 
general development Project that was 
supposed to grow out of the PDs* actions. 
So how would this decentralisation come 
about? The PD campaigns themselves were 
aimed at generating development processes 
at the grass roots level, which in turn would 
call for decentralisation. However, the actual 
struggle for, and implementation of, 
decentralisation was relegated to the 
explicitly political sphere, with its 
movements, parties, elected politicians, 
bureaucrats, and so on. 

The first problem, however, was that the 
PD campaigns, as we may recall, did not 
generate dynamic social movements for 
democratic development. Remarkable 
achievements were made under the various 
PD programmes, but the literacy campaign 
was not transformed as expected into mass- 
based democratic development work. Croup 
farming met with lukewarm interest among 
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organisations and public institutions, and 
relied instead on state intervention. The 
refined PD approach presupposed 
decentralisation and massive popular 
mobilisation. And as the attempt to pave the 
way for local popular planning and 
development through resource mapping 
faced almost the same problems - it tended 
to depend on dynamic activism instead of 
on a new social and democratic movement. 
Consequently, there were no signs of real 
popular pressure from below for democratic 
decentralisation from above 15 * - only of 
convincing PD advocacy. 

The latter gained special importance thanks 
to the support by the CPl-M’s widely 
respected leader, the former party general 
secretary and Kerala chief minister, GMS 
Namboodtripad. Namboodiripad, who is still 
very vital intellectually, is one of the very 
few top Indian politicians with a long and 
clean personal record on democratic 
decentralisation. Furthermore, the state- 
modernists argued at least in favour of 
efficient local administration. But the actual 
bargaining power of the PDs themselves, of 
course, depended heavily on the possibilities 
for political activists to transform the PDs* 
development work into votes for politicians 
who showed at least some interest in 
decentralisation. And this proved as difficult 
in Kerala as in the Philippines. 157 

Elections were held for 14 new district 
councils in January 1991. The Left Front 
gained control in alt but one. This sweeping 
victory may, of course, be interpreted as a 
clear mandate for decentralisation. But in 
much it was due to the fact that the opposition 
was divided, and to the fact that the Left 
Front was associated with the 
recommendations of the Mandat commission 
in New Delhi in favour of weak sections of 
the population - a major issue at the time. 
The Left was also favoured by the prevalent 
harsh criticism of US intervention in the 
Gulf (which was a threat to the many Kerala 
migrants in the area). The swing in favour 
of the Left Front (as compared to the 1987 
state assembly elections when the Left Front 
was voted into power) was actually only 2.7 
per cent. 15 " And even though the defeat of 
the Left Front in the combined national and 
state elections five months later was not due 
to a lower percentage of the votes than in 
1987, but was rather due to a tactical 
understanding among the opposition, the 
Left Front had expected to do much better 
in this contest - not least by drawing on new 
votes From those who had benefited from 
its government programmes (such as the 
literacy can\paigr.). The latter did not 
materialise. Much could be blamed, 
moreover, on a minor sympathy wave in 
favour of the Congreas Party, of the 
assassinatedRaji v Gandhi . m But at any rate, 


there was obviously very 
interest In demanding and JEgd^Sf* 
decentralisation by means 
politicians who were (somewhaOj^Httfted 
to the cause. 1 * 0 And those PDs^p^wert 
associated with the Left Front lost some 
credence, of course, from not being able to 
deliver solid new votes. 1 * 1 

A second and major problem was that, 
while democratic decentralisation was. 
essential to the PD visions of a new radical 
political development Project, even gene* 
rally left-oriented politicians and civil 
servants did not find it necessary for tackling 
problems of the utmost importance. And 
hardly anyone seemed capable of, or 
interested in, seriously analysing how and 
why this happened. 

It is true that the Left From, in its election 
manifesto of 1987, promised to carry out the 
long overdue elections to the panchayats, 
municipalities and city-corporations; to re¬ 
organise and democratise co-operative 
societies which had ‘become synonymous 
with corruption’; and to decentralise power 
by implementing the 1979 district administ¬ 
ration act. 1 * 2 Moreover, the panchayat 
elections were already held in January 1988, 
with results that roughly resembled the dose 
race in the previous assembly elections.' 1 * 
The restructuring of the co-operative sector 
began simultaneously. 1 * 4 And in April 1988. 
the existing but never implemented 
decentralisation act of 1979 was at any rate 
referred to a senior civil servant for certain 
improvements. 1 ** 

Despite some good intentions in regard to 
the co-operatives, however, there were few 
signs of a major break with problematic 
government interventions and party- 
poiiticisation. One may also doubt whether 
the predominant credit societies really shifted 
their attention to loans for productive 
purposes rather than consumption. Producer 
co-operatives remained rare. '** And the good 
performance and clean record of the leftist 
flagship, the joint Kerala Dincsh Beedi 
Workers* Co-operative in Cannanore, 
continued to depend on professional 
management and communist hegemony 
(which in fact turned the regular elections 
into a formality), as against the more normal 
picture of close political competition and 
state involvement. 1 * 7 

The panchayats, moreover, remained short 
of resources and executive powers, making 
them almost entirely dependent on the 
executive bureaucrats in the districts, the 
compartmentalised centralised administ¬ 
ration, and politicians in Thiruvanantha- 
puram. They were sensitive to various 
business interests as well. And stare 
departments especially made skilful use of 
various regulations to gain the upper hand 
when the planning board, under the then 
vice-chairman 1 S Gulati, tried in 1989 to 
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mvofiSP the fMNyhti in the formulation 
ef plftfi proposals, and entrusted them with 
certain funds and powers to carry out a few 
projects of then own *** 

Finally, the speedy improvement and 
implementation of the decentralisation act 
were, apparently, not a major concern of the 
politicians and the administration It took 
the Lett Front government a year to appoint 
an adviser to look into the original legislation 
Even though the report was delivered within 
three months ,6g the government then took 
more than two years before carrying out 
elections to new district councils ,7M One 
might even say with M A Oommen, the 
fact that almost all politicians claimed to be 
in lavour of decentralisation suggests that 
nobody was serious about it 171 So this calls 
tor a more detailed discussion 

To begin with, many office-holders at the 
state level were at odds with the central 
government and resisted any decentralisation 
of their power that might make it possible 
for New Delhi to bypass them to turn directly 
to local bodies and to divide and rule (and 
hence in fact to pave the way tor moie 
autocratic centralism) 172 

In addition tothts, leading leftist politicians 
claim that, once in office they simply had 
to attend to a number of urgent issues whit h 
drew their attention away from more strategic 
questions like decentralisation, and which 
simply could not wait until delegation was 
possible While this may always be the case 
a more interesting comment is that not even 
handling such majom problems as 
unemployment (which really called lor long 
term measures) presupposed democratic 
decentralisation 171 

There wcic different opinions of course 
within the Left front as well as within the 
dominant CPKM) 174 Alt the pait&s 
including the minor ones had to get 
influential position and access to some 
ministries and state agencies Many ministers 
and politicians in the state assembly would 
have to give up much of then power it real 
decentralisation was to be implemented 
Privileged butcaucrals and most public 
servants and their unions (including those 
under the leftist umbrella) - and especially 
those within technically or otheiwise 
advanced services such as electricity banking 
or transportation were all alraid of losing 
out Moreover the unions and political 
organisations in general and the leftist ones 
in particular were cennalised themselves 
And besides the fact that the catcers of many 
people depended on them there were also 
strong traditional leftist arguments in favour 
of central leadership (u> guide the many 
downtrodden people as well as to uphold 
discipline and thus prevent corruption, etc ) 
This in turn took place at the expense of 
internal democracy OH-rca>rd some leading 
members even said that there has to be 
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changes «nd p&feap* a now pftfty »* 
unavoidable'*, while ethers, like radical 
Bishop Paulose Mar Paulose tended rather 
to play it down — ‘the party is not much better 
than the ChugJi, but at least it does something 
for the people * 171 And in the final analysis, 
even certain leading PDs would question 
decentralisation if the rightists proved more 
capable ol taking advantage of it ,7(S 
•There was, consequently, a lot of toot 
dragging, and many and long and 
complicated discussions - but little 
mobilisation of popular support tor 
democratic decentralisation And naturally 
there had to be compromises m respect to 
every regulation and part of the act For 
instance, many ol the duties entrusted to the 
district councils were to be earned out 'under 
the control and guidance* ot vanous state 
departments 177 And *(i)t would not be unfair 
to say that practically every recommendation 
to involve statutorily the district councils in 
the planning process was overlooked t,|7N 
Hence it look some three and a-haltyears 
ot missed opportunities - and an 
uncomfortable result in the November 1989 
election to the al 1-lndia parliament 117V -before 
the acton deccnti al tsalion was finally passed 
and the previously mentioned district 
elections were earned out in January 1991 
And despite all this time, the economic 
powers and funding of the district councils 
(and the panchayats under them) was still 
veiy much an open question ,x< Beyond 
certain recommendations from the special 
adviser to the government, little if anything 
was done to prepare the actual establishment 
and running ot the councils and to adjust 
and reduce the central administration in 
Thiruvananthapuram m The Left Front 
dislnct election manifesto moicover 
included almost nothing concrete about what 
its local politicians would do if voted into 
power rather it mainly consisted ol a 
historical review ot Congress Party led 
resistance to decentralisation a long formal 
list ot delegated subjects, and great many 
pages on other general political issues ,K ' 
The PDs however, were still optimistic 
'Judging by the post-election writings of 
Namboodinpad”, one analyst concluded his 
report on the district elections a massive 
participative development drive built around 
the district councils, panchayats and the co 
operatives seems to be the major plank of 
the strategy to run down the Chinese Walls 
that have compartmentalised the iwo-lront 
politics ot Kerala tor around two decades* 1M 
Namboodinpad also called lor more 
consistent decent i allsatton He stated that 
theie should be no authority for the state 
government to intervene tn the powers 
handed over to the district councils* And 
he added that many state departments in 
Thiruvananthapuram should be vtrtually 
dosed down, and their tasks assigned to the 


dynartuc Nakfa* tBatrictcouncd ptesidem 
A K Balam, "it was not quite dear how we 
should start after the elections ( )U was an 
experiment ( ) we had to get the support 
of the district collector and his men ( j 
everybody was against us ( ) we knew it 
would happen and it could have been better 
prepared So during the following three 
months, before the Left lost the assembly 
election, we were mainly studying the 
functions of the dislnct The councillors had 
to work out how to divide powers and 
functions And we did not have time to 
formulate our own identity and show results 
( ) No there were no clear ideas and 
preparations lor this in the party (the CP1- 
M) or the Left Front* ,H6 A count il member 
in Thiruvananthapuram added that 'we did 
not have the lime to do much since after 
the disttict council elections we had to 
concentrate on the Lok Sabha and assembly 
elections in May IK/ And interestingly 
enough democratic decentralisation (which 
had |ust been started) and ill that could 
come out ot it were neither a majoi issue 
nor an organic part of the Let l Frunt electoral 
mamlestool 1991 aside horn some rcmaiks 
in regard to agriculture and local planning INN 
The real pu//lc howcvei is the lack ot 
s> stcmatic analytical disc ussions and studies 
of these key problems Besides some 
straightforward articles about the onslaught 
on the district councils by the C angless I 
led government that took ovci toll owing the 
mid 1991 elections"* (to which we shall 
return in the next section) the main 
preoccupation still seems to he outlining 
what local planning and government should 
look like (in terms ol the best possible 
techniques and constitutional atrangcnienis 
tor instance) rather than explaining why 
this optimal slate of affairs docs not obtain 
and what social lorees that could alter the 
picture ,w The various interests involved 
remain unclear, and the political economy 
of democratic decentralisation uncharted A 
parallel would be it the scholars who had 
helped pave the way for land reform (by 
pointing to socio-economic conflicts and 
relations ol power) had taken it for granted 
that enlightened landlords would give away 
their land to the tillers and had restricted 
their analysis to the best possible 
administrative and technical arrangements 
tor increasing production 
There are of course, partial exceptions 
that point in another direction, including 
some ol Namboodiripad’s writings >vl 
intriguing insights by scholars like M \ 
Oommen , lHi ‘random reflections bv 
hardened civil servants (who usuall) wish 
to remain anonymous)'*" and attempts at 
comparing with the more exciting studies 
that have been done ot the problems of 
decentralisation in West Bengal m And yes. 
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and caters we learn that there 
isa lack of political will', as well as wellnigh 
genera) re&istancefrom politicians, influential 
bureaucrats, and civil servants. But what if 
it is a matter not just of will but also of 
capacity? And since when did scholars with 
a well-reputed understanding of historical 
materialism begin to treat politicians, 
bureaucrats, and civil servants as distinct 
categories with dominant special interests of 
their own? This is not to say, of course, that 
traditional Marxist class analysis would be 
sufficient * but it could be improved to meet 
the need. Are there no differences among 
. politicians, bureaucrats, and civil servants? 
What are their various interests and bases 
of power? What is the importance of the 
institutional rules and logics they have to 
comply with? What societal forces do they 
draw on, or link up with - and how do those 
relations relate to (for instance) the mixed 
interests in going in for agricultural 
production? What is the basis of 
contemporary forms of patronage and 
clientelism? And perhaps most importantly, 
what arc the social forces that might enforce 
democratic decentralisation instead of 
resisting it? How does this affect the (far 
from neutral) local planning? What are the 
social forces that might constitute the basis 
for different models of development (just as 
the different interests and developmental 
capacities of the tillers and the landlords 
formed the basis for the previously 
contending paths of development in Kerala)? 
To whom, then, would democratic 
decentralisation make sense? 

So why was all this set aside? The political 
science is weak. The dominant economists 
may have found it impossible to carry out 
scientific studies of fundamental political 
problems with their traditional tools. The 
politicians and administrators themselves 
may have tried to play down most of the 
issues in order to avoid infighting and serious 
divisions. And worse, not even the PDs’ 
basic theoretical premises called for a close 
study of the political economy of democratic 
decentralisation, despite the fact that their 
own attempt to renew the radical political 
development Project presupposed this very 
decentralisation. 

The PD cornerstone, us we know, was 
“that the traditional Marxian agrarian class 
concepts lose much of their analytical 
meaning in the Kerala countryside" now that 
land reform has been carried out. Many of 
the conflicts (except, of course, between big 
capital and labour) were taken to be 'within 
the people*. So instead of working out 
better analytical concepts forcoming to grips 
with the complicated new multiplicity of 
interests and conflicts, the PDs acted on the 
assumption that there was virtually a kind 
of universal productive interest shared by 
landowners and their workers, and hence 


tried to promote 'unity among (he people’, 
aod to mobilise the 'societal will* in favour 
of development. 195 

This, as we have seen, proved too 
optimistic. And despite the innovative 
emphasis on resources rather than just land, 
the basic issues of who controlled the various 
resources was conspicuously avoided. But 
the main point here is rather that, since the 
PDs maintained that most conflicts in post¬ 
land reform rural Kerala were 'among the 
people', the logical conclusion - at least 
from a conventional reductionist Marxian 
point of view - was that this lack of serious 
conflicts in a substantial part of the society 
would be reflected in the political 
superstructure in general, and the left- 
oriented parties and state employees in 
particular. And why should the PDs probe 
into politically-related conflicts and interests 
that might impair democratisation if such 
conflicts and interests were not likely to be 
serious? 

So the PDs not only referred outright 
political issues - such as the greater part of 
the struggle for democratic decentralisation, 
and its implementation - to the politicians 
and their administrators (while giving priority 
instead to less political development action 
from below). They also abstained from 
probing into the related vested interests - 
interests which, together with the lukewarm 
altitudes towards joint attempts at promoting 
production, were the main factors serving 
to undermine their otherwise so dynamic 
attempt to renew the radical political 
development Project. 

Attempti at new Project unsustainable 
without government support ?: The Left Front 
government’s record was clean, its 
performance was comparatively good, the 
results from the district elections looked 
promising, and there were clear signs of 
divisions within the opposition. So the leaders 
decided almost unanimously to call for early 
assembly elections - in conjunction with the 
union elections - almost a year before the 
term was over.' 1 * The opposition, however, 
came to an understanding, Rajiv Gandhi was 
assassinated, and the new popular projects 
did not generate as many new votes as 
expected. And though the victory of the 
Congress-led front was unexpected, it was 
less surprising that the new administration 
thereafter took immediate measures to 
undermine the potential threat posed by 
popular action on the basis of the PD 
campaigns, in combination with the recently 
elected (and left-dominated) district councils. 

The KSSP and their partners were still in 
control of the pilot resource mapping project 
in some 25" panchayats. And the statewide 
resource mapping programme remained, as 
did the group farming scheme. But generally 
speaking, both were incorporated into the 
decayingstate administration (at the expense 


Political Weekly July 20, 1996 


of local popular participation)'and wtafe j 
cleansed of dynamic leftist experts arid] 
activists, 197 

Moreover, the new government brough$| 
the literacy campaign to a standstill, btfi 
withdrawing funds that were to be channellptfl 
through the district councils; by asking 
officials on deputation to return hornet 
excluding leading persons associated wi$h 
the Left From; and by ridiculing the activist^ 
accusing them of corruption, and taking! 
away the few benefits they had received tty:) 
their devoted work. These measures were ; 
drastic enough to generate some sceptictsni; j 
within the central government-fundirig • 
agency, theNLM, and some hesitation within 
the Congress-led state government. So the 
second phase of the campaign was finally" 
launched in October 1991. But while the ; 
Left Front government had postponed the 
follow-up of the campaign from the end of 
the initial phase in March until after the'; 
elections, the new government not only 
caused another four-month delay; the new/ 
campaign was also short of committed and 
dynamic activists and administrators. 19N 

Finally, to cite V Ramachondran, special 
adviser for decentralisation under the Left 
Front government (but also vice-chairman 
of the planning board under the new regime): j 
“the present government, of course, did iuR ; 
accept decentralisation since the Left Front 
was in power locally'*. 199 

While the district councils - which were 
constituted in February 1991 - consisted of 
directly elected members, and the Left Front 
was in clear majority, the new government 
immediately altered the picture by amending 
the Act and including members of parliament 
and the stale assembly. 2 *"* Thus the Lett 
Front lost control in at least five of the 13 
councils (out of a total of 14) in which it 
had held a majority. Furthermore, the 
previously dominant state administrators in 
each district, the collectors, whom the Left 
Front government had made subordinate to 
the elected district councils, were no longer 
to serve as secretaries and executives of the 
councils. The councils lost control of their 
staff. Some 14 ol the 19 policy areas which 
had been entrusted to the district councils 
were returned to the state. According to the 
amended act, the government could decide 
what should and should not be referred to 
the district councils. Finally, the government 
gained full control of the funding of the 
councils, while the envisioned finance 
commission was never appointed, and the 
monthly instalments to the councils were 
postponed. 291 

Despite everything, however, the mam 
problem was not that the new government 
did its best to undermine the previous 
advances (which was only to be expected 
in view of the devastating cyclical pattern 
of Kerala politics). 292 Rather, the question 
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was whetherornot h was possible to sustain 
the n<$& popular initiatives when the Left 
Front wasout of office. Thepropellingpower 
of the old project resided in the fact that 
popular pressure for land reform and a better 
position for labourers contnued irrespective 
of government. So the question is if the PD 
attempts to renew the radical political 
development Project, with democratisation 
as the backbone, at least made sense to 
people and to the established Left to such 
an extent that there would be some effective 
resistance, and some attempts as well to 
move ahead outside the government offices 
on the basis of the PD campaigns, and in 
combination with the district councils. And, 
generally speaking, the answer is no. The 
various PD projects and attempts at 
decentralisation were not really sustainable, 
and they did not form the basis for vibrant 
opposition or for attempts to move forward. 

To begin with, apparently, no powerful 
social movement had emerged. The activists 
were largely left on their own. And the PDs 
themselves found it difficult to go on. 
According to one argument, they could not 
continue because of the political change. 

, The outright leftists within the campaigns 
were discouraged and disillusioned. 20 'Others 
add, however, that the PDs themselves 
retreated, since they were not capable of 
adjusting to the less favourable situation. 204 
Major KSSP leaders respond to this by 
explaining that they “cannol participate (in 
the reformulated programmes under the new 
government) when not having the upper 
hand in planning**. Moreover, they “do not 
want to get involved in and suffer from the 
ideological war between the Congress-led 
government and the Left Front*’. Hence, 
they try to carry on independently . m But at 
the same lime, many seem to agree that the 
, campaigns themselves were not solid enough 
to survive without the Left Front in power. 
One explanation offered is that the campaigns 
started too late (around 1989-90). Another 
f is that literacy or sustainable agricultural 
development were basically long-term 
efforts, and provided little from which people 
could benefit directly. 106 

Furthermore, while the established Left 
did not adhere hilly to the PD ideas, it 
adopted them nevertheless as pan of its 
government policies. However, this dualism 
gave way, upon the loss of government 
' power, to an almost complete retreat into the 

old logic of demands, pressure, and re- 
jectionist politics (without a complementary 
concentration on popular developmental 
action as well). The leftist politicians even 
■. found some harassment of their own assembly 
members, and therefore a brief boycott of 
the assembly, more important than being 
present and vigorously protesting when the 
disastrous amendment to the local govern¬ 
ment act was passed 207 So why was this? 
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Iris often explained, to begin With, In terms 
of disillusionment. The activists involved in 
the new efforts were young and 
inexperienced. Many thought that there was 
nouse incarrying on developmental activities 
‘with such agovemment*. Furtherfnistration 
was caused by the crisis in eastern Europe. 
And the lack of massive protests against 
the clampdown on decentralisation should 
be seen in the light of the fact that *wc are 
not even capable of organising against 
increased prices*. 2,10 

Another argument is that people within 
the major left party, the CPI-M, simply had 
no time to be engaged. They werefully taken 
up with preparing themselves for their 14th 
party congress, 2,w and were, moreover, 
involved in serious disputes. 210 According 
to a third line of thinking, the traditional Left 
lost interest. It was no longer in office. The 
PD projects were not sufficiently rooted 
within the established organisations to 
survive political defeat. Some leaders and 
the rank-and-file did not understand the 
potential of developmental activism. They 
pointed out that it had not yielded many new 
votes. And they had access to many other 
ways of mobilising people. 211 A fourth 
argument is that too few vested interests had 
developed in relation to the new projects and 
district councils to generate firm resistance, 
whereas attempts to limit the influence of 
the established Left within the co-operative 
sector had caused fierce and even violent 
reactions. 212 It is interesting to note, finally, 
that so far the foremost CPI-M leaders do 
not even seem prepared to use the period 
in opposition to carry out the sensitive 
discussion within the Left Front over future 
government action in general, and 
decentralisation in particular (including 
cutting back ministries and agencies) that 
appears necessary to avoid another long and 
devastating initial period of indecisiveness 
if and when they return to office. While one 
ot them claimed that ’there is no reason to 
plan like that since we are so strong that we 
can handle it anyway*, the other at least 
conceded that 'we cannot do it since it would 
annoy the other members who must also get 
somethingin return if the Left Front wins*. 21 ' 

It is true that E K Nayanar stated (after 
quite some time) that leftists should contribute 
to the second phase of the literacy campaign, 
even though it is under the new government 
and 'often defunct*. 114 Similariy, it is true 
that leading Left Front politicians, including 
E M S Namboodiripad, such outstanding 
intellectuals as K N Raj and I S Gulati, 
panchayat leaders (including the president 
of their association), and Congress-! 
dissidents with noted state assembly member 
V M Sudheeran in the forefront - came 
together in an attempt to alter the recent 
Kerala government amendments of the local 
government act (in view of the 1993 


constitutional «nr»mhitontonpmhayati rid)* 
This may even pave the way, potentially* for 
bridging similar progressive efforts on both 
sides of the Kerala political frontline - in 
order really to implement decentralisation 
and support development initiatives from 
below once new local elections are finally 
held. 213 Something which, of course, would 
beof vital importance forthePDperspective. 
Furthermore, it is quite clear that the CP1- 
M has openly committed itself to resuming 
of the FD projects and the decentralisation 
measures once back in office. 216 And an 
important line of action among the PDs 
seems to be to employ advocacy and public 
debate (including in journals and various 
seminars and conferences) to make those 
and other concessions apparent to eveiyonc 
(and thus impossible for the leaders to retreat 
from). The recent International Kerala 
Studies Congress, for instance, which 
brought together some 600 papers and about 
1,500 scholars and knowledgeable activists, 
was a powerful demonstration of vitality, 
interest in open discussion, willingness to 
renew policies and politics, and 
organisational ability. But so far 1 fail to see 
any signs of a fresh attempt to start anew 
at the level of popular movements. 

In addition to this, the urgent and 
dominating political issues since 1991 - of 
structural adjustment and communal 
conflicts-cum-politics - tend to displace the 
previous popular development initiatives on 
the grass roots level. 

To begin with, a new economic policy has 
been initiated on the central government 
level along the lines of the IMF-World Bank 
structural adjustment schemes. This will have 
serious consequences for the poorly 
developed economy of Kerala. It may gain 
from somewhat higher remittances from 
migrant labourers, but it will suffer greatly 
from more open foreign and domestic 
interstate trade, and from further reductions 
in its capacity to initiate dynamic economic 
development by way of state intervention, 217 
Moreover, the very concept of the new 
economic policy is a major threat, of course, 
to the legacy of the nationalist struggles, and 
to the Nehru vian and traditional Left nation¬ 
state development project. Consequently, 
there is a widespread and deeply felt need 
to defend what has, despiteeverything, been 
achieved against the onslaught of neo-liberal 
solutions to the problems of development. 
At best this onslaught could be held as a 
major reason for why the Left as a whole 
should instead give full priority to 
development of the productive forces in 
general and industrialisation in particular. 2111 
But on theother hand, this may also, to begin 
with, obscure the fact that many of the 
problems were there well before the new 
economic policies, 319 secondly, marginalise 
popular development alternatives from 
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centralist nauoiwlistsimd leftists a new lease 
on life 3 * 

Furthermore, the need to counter serious 
communal conflicts, and to thwart the fascist- 
like politicians who nourish and exploit 
Hindu fundamentalism (and who might even 
gain the upper hand at the central level) also 
meant that attempts at renewing the radical 
political development project were set aside 

On the one hand, the widely felt need for 
a broad anti-fascist and secular front tends 
to conceal that the secularists* own politics 
and policies in much are part of the problem, 
and that radical reformation rather than 
attempts at restoration are needed Secular 
politicians in general, and Congress leaders 
in particular, have made increasing use of 
communal groups and sentiments - and 
undermined people* s own capacity to 
improve their situation thereby - in order 
to sustain their position and continue 
mobilising broad support despite the crisis 
of the nation state project, the commercial 
(though not entirely capitalist) undermining 
of previous forms of chentehstic domination 
and mobilisation, the deterioration of political 
institutions, and the inability of public 
security systems to mate h people* s increased 
vulnerability on the market Even 
Namboodiripad has recently opened up tor 
renewed political understandings with certain 
communal parties, though the central CPI- 
M leadership has at least distanced itself 
from his way of arguing >2 ‘ 

On the other hand, there are exciting 
attempts to revive and further develop 
attempts at social, cultural, and religious 
reform on the basis of such ideas as those 
of Gandhi and by linking up with new 
aspirations among dalits and so-called 
backward castes ” The purpose is to counter 
the Hindu chauvinists as well as those 
secularists who employ paternalistic altitudes 
vu a vis the downtrodden and emphasise 
pure economic lactors at the expense of 
more indirect forms of exploitation and social 
oppression However, there is an obvious 
risk of being caught m the logic of the very 
communal and caste conflicts themselves, 
if one is not able effectively to challenge the 
ideological hegemony of the present 
communal leaders I fail, moreover, to see 
any senous attempt in Kerala to link up with 
the democratic development activists who 
try to enhance people* s own ability to change 
their lot And even the most exciting leader 
involved, K Venu, who in his post-Maoist 
writings has turned ultra-democrat, has 
apparently found it difficult to uphold his 
new idea) in the face of two developments 
firstly, the recent victory in Uttar Pradesh 
of a subordinatecaste based political alliance 
over the major Hindu chauvinist party (BJP), 
and, secondly, what seemed to be a golden 
tactical opportunity in Kerala to jump on the 


batutottgon of the recently expelled 
corranunirtandchansmaticleaderKRGown 
(who is of subordinate Ezhava caste origin) 
and her essentially populist new party, 
Janadipathya Samrakshana Samity (The fate 
of which, however, is most uncertain) 

(to be concluded) 
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the market in particular, teem to have taken 
shape with the CPI minister Chandrasekar 
Nair during the brief LDF administration ot 
the early 1980s Tharakan. personal 
communication (Olle Tomqtnsfs notes 94) 

86 Sunny Jose op cit pp 85 ff 

87 Together with an equally weak position in 
committees on higher levels See Farm Gtude, 
op cit, pp 101 f 

88 Interviews with Thomas Isaac and V V 
Raghavan (1990 and 1993), op cu 

89 GALASA, op cit, p 8, cf Sunny Jose, op at 

90 An almost exact quotation of what farmers 
and extension workers hanging around 
outside a local Krtsht Bhavan in Kuttanad 
told me (February 27 1993), as well as the 
straightforward opinion of K R Gown 
legendary and widely respected communist 
leader, in comparison with her earlier attempts 
(as minister) to promote agricultural 
production interview (March 6 1993) 

91 Socio economic differences like those 
between landowners proved to be a major 
factor explaining the weak performance ot 
group forming in the case study by Sunny 
Jose, op cit pp 86 and 151 I also draw on 
continual discussions with Tharakan and 
Isaac and cf Easwaran op cit 

92 Interviews with Gulati (1993) and 
Gongadhoron op cit 

93 Easwaran op cit (with regaid to illegal 
leasing) plus interviews with Gangadhuran 
Isaac and Thaiakan Gulati (1993) and 
Kannan op cil Cf also the discussion in 
Marxist Samvadam October December 
1992 op cit (M P P translated pp 62 ff) 

94 See the section on Philippine Points ot 
Departure above points 2 3 and 6 

95 Interview Isaac (November 29 1990) op 
cit 

96 GAiASA op ut p 9 

97 The work on G AlASA began with a field 
study of group fat ming in 1989 A preliminary 
report was discussed in December 1989 (vee 
Appendix I A) The final report, however 
cumc Idler I am also drawing on interviews 
with Pathiyoor Gopinathan Trichur 
Agricultural University and one of the main 
expert authors of GALASA (February 21 
1993) P V Unmkrishnan leading KSSP 
activist and scholar with 1RTC (February 24 
1993), and Prasad and Paramcswaran (1993) 
op cit 

98 GALASA op cit p 2 

99 Ibid p 9 

100 Ibid pp84tt also drawing on the interviews 
with Gopinathan and Paramcswaran (1991) 
op cit 

101 GALASA opcit p 90 

102 Interview Gopinathan, op cit 

103 GALASA op ut pp 87 ff 

104 Ibid pp 89 and 3 

105 Ibid pp 3 f 

106 E g ibid pp 91 ff also drawing on the 
interviews with Gopinathan and 
Parameswaran (1993). op ut 

107 GALASA . op ett, p 91 

108 Ibid 3 and interview Gopinathan, op ut 

109 One example, interview Parameswaran 
(1993) op cit 

110 GALASA , op cil Ch 7, pp 64 ff 

111 Ibid p 13. and according to M F 
Parameswaran (draft paper entitled The 


1970 


Economic tad Political WMfcfr 



rettsnee* 'refitotf / 

activists doubtbethe wtowoidsialheiiew 
strategy”. (p 5). 

112 See Panchayat Level... Am Approach Paper, . 
op eft. 

113 liiterviaw withSMa,1990,opcH,iuidStnha.. 
'Panchayat LeveLAWP, op cit. 

114 A few more paochayats were included later 
on; tee Integrated RunaL.AnnualReport* op 
cit. pp 23ft 

115 Officiallytbeprojectstartedon April 18,but 
file first training camp was in Match 15-25; 
see ibid, pp 17 and 21. 

110 Isaac and Kumar, op cit, p 2697 

117 Hence 1 am particularly thankful for time- 
consuming and frank discussions with Sinha, 
Parameswaran (1993), Prasad, Isaac, 
Oangadharan, and Chattopadhyay, op cit, 
plus additional discussions with other 
scholars and activists with the Integrated 
Rural Technology Centre, Mundur, Palakkod, 
(February 24-25.1993). activists (including 
K K Ramachandran of CESS and P P 
Raveendran of fCSSP in Cannanorc), and 
residents (including panchayat officials) 
involved in the resource mapping in Vellor 
and Kallyasseri (February 27. 1993 and 
March 3.1993 respectively). 

118 See, e g, Panchayat Level ... An Apprtmch 
Paper, op cit. Integrated Rural ..Annual 

* Report , op cit, and Isaac and Kumar, op cit, 
p 2697, and the Parishad Bulletin , Vol 17, 
No 18, January 16-31 (translated by MPP) 
on the plans and achievements in Kallyasseri. 
Also drawing on interviews with Sinha, op cit. 

119 Especially relying on interviews with Sinha, 
Parameswaran and Gangadharan, op cit. 

120 Discussion with activists and panchayat 
officials in Vellor (February 24, 1993). The 
minimum are was 15 years. * 

121 The numbeAfKSSP units and members has 
increased rapidly since the late 1970s. In 
1978-79 there were, according to its own 
figures, 139 units with 3,313 members. In 
1991-92 there were 2,190 units with 66,093 
members. fft 1992-93 the figures had come 
down to 2,125 and 63,313, respectively. The 
Thirty Years of Parishad, Kerala Sosthra 
Sahitya Parishad, February 1993, p 52 
(Translated by MPP) 

122 Mainly drawing on the interviews with 
Gaaggdharan op cit and the discussions in 
Vellor, op cit. 

123 Kallyasseri was developed as a test cose and 
model for the other panchayate in the project. 
See Parishad Bulletin, , opcit, and Kallyasseri 

* Panchayat: A Leap in the Development tf 
a Village (translation by MPP of local socio¬ 
economic survey); see also Integrated 
Rural.Atmml Repottop cit. 

124 Interviews with Gangadharan, op cit, plus 
discussions with residents involved (March 
3, 1993). 

125 Interviews with Gangadharan, op cit, and 
Isaac (1993), op cit; also drawing, on 
discussion, on the spot (March 3,1993), with 
ope of the main officers in charge, A K 
Vosudevan, regional executive of ADAK, 
the government aqua development; agency. 

126 SeOTGangOfftaran Decentralised Planning 
- The Kallyasseri Experiment’ paper to the 
International Congress on Kerala Studies, 
Ituravananthapuram, August 27-29, 1994, 


427 fig, hiisrinewt 0993), 

Smdhemn, op efc and discussion with 

activist* fa Vellor, op aft. 

128 Parishad Bulletin, op rit ,J 

129 Centre for Earth Science Studies, Kerala 

' State Land Utilisation Bored and the KSSP, 

Village Resource Mapping: Handbook for 
the Workers (nd) (translated by and 
Kallyasseri Panchayat... (translated by MPP 
of local socio-economic survey). 

130 Discussions’ with, among ofiiers, Isaac, 
Gangadhanm,Chattopadhyay»Th^ 

Prasad, op cit. (One had experience was the 
conflicts over the land tribtmaltpraposed by 
file communists during the struggle for land 
reform.) 

131 Interviews with Gangadharan and 
discussions with people involved in 
Kallyasseri and Vellor, op cit, plus with 
Parameswaran (1993) and Prasad, op cit. 

132 Interviews with Gangadharan and A K 
Vasudevan, op cit. Also drawing on an 
interview with Unnifcrishnan, who stated that 
flif the workers get jobs they are [anyway] 
strong enough to demand good wages on„ 
their own”. 

133 According to PP Raveendran, op cit, 3-400 
people from KaUyasseri were working in the 
Gulf countries (possibly alsolncluding those 
who had worked there). Also drawing on 
discussion with Prasad, op cit. 

134 See Parishad Bulletin ... Village Resource 
Mapping: Handbook for the Workers... and 
Kallyasseri Panchayat ... (socio-economic 
survey)...,op cit. Alsodrawingondiscussions 
with M A Oommen (March 11, 1993) (on 
the issue in general) and with John Kurien 
opcit(1993){in relation tothefishing sector). 
Cf the discussion some sections held on the 
lack of analysis of the local relations of 
power in relation to the problems of carrying 
out decentralisation. 

135 For instance- “People say that co-operatives 
ore deteriorating and suffer from too much 
of party politics and too little individual 
responsibility”, Interview with Gangadharan, 
op cit, (February 21, I993) v 

136 See Parishad Bulletin ... and Kallyasseri 
Panchayat... (socio-economic survey)...op 
cit. Also drawing on interviews with P A 
Vasudevan, J Kurien (1993), M Kutty, and 
M A Oommen, op cit Unatkrishnan, op cit, 
adds that the KSSP itself is not involved in 
setting up co-operatives and K P Kaiman 
writes-in ’Panchayat Raj/Nagar Palika Acts 
and Their Implications for Decentralised 
Development and Local Self-Government in 
Kerahf, (Paper to seminar on Panchayati 
Raj/Nagar Palika Billand Us Implications), 
Centre for Development Studies, 
TWluvananthapuram, October 2-3.1993, that 
the existing co-operatives (mainly credit, 
service and marketing co-operatives) have 
often ignored the viitagp;|»nchayus (p 7). 

137 Interviews with Gangadharan and Srecdaran, 
op cit, plus with N POopulakrithnan, joint 
director of industries and secretary Kerala 
DiiteshBoedi Workers Central Co-Operative 
Society, Kannur. (March 3, 1993). 

138 Interview E Gopatokrishoa Menoft, op cit. 

139 Interview with Tharokan and Isaac, op cit 

140 One of the main thesis in my What's 
Wrong. i.Vo\ H, op cit. 
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142 biMMkw^HiKitOowrt. 

among other things, one of the fbNM, 
Keratemtetsterate charge of the landrefinte^ 
in the last LDF government she was minatef 
of industries and excise; as a result of aisriotut 
conflicts within the CFKM), she ha§tedre#s 
been expelled from fire putty- 

143 Interview Parameswaran, op bit (I993)^;j; 

144 Interviews with Gangadharan 

Unnikrishnan, op cit . 

145 Far the fact c g, E M Sreedaran aad^|^ ; 
Nayanar. interviews, op cit / '■ "4^ 

146 According to e g, Unmkrishnaa dp ^ 
however, the idea is fiiat, 'oitra'fiw,.«Ui^ei|^ 
mapping gains monmtumtii a vUtejl^iw; 
party organisation will face to SMdbteip 
pressure that it will not be able to «dBse;|i; 
gp along; i e, change from below. ‘ 

147 We shall soon retum to this when disctesi^| 
the problems of decentralisation. \yfat 

148 Interview Gangadharan, op cit (FeMty$^ 

21, 1993). , 

149 I am drawing on a similar fartnuiatippj^ 

R Ramolingom and 1 S Gulafi m 
Experience in Plan DecentraHsnfirel'%! 
Kerala’, (paper to seminar on PandteQtet* 
Raj/Nagar Palika BUI and its Impticetifatefc' 
Centre for Development Studies. Thirtt* 
vananthapuram, October 2-3, 1993, p 

150 According to Kannan Panchayat .... op*$t».‘ 
p 7, until 1988 the panchayat preaifieiitea^Wi 
not spend more than Rs 250without apprirtil : 
from the panchayat department (febnriN&* 
27, 1993). The panchayat leaders in 

told me that they could spend Rs .50 ,ah& 
sometimes Rs 500 ’on their own’; thenjfcfty' 
had to ask permission from the diteriej^ 
collector, and for sums above Rs 5,000the>y 
had to ask peimission from the ministry^ . 

151 Cf one of the experiences in Anonymous/ 
’Panchayat-Level Planning in Kerala’, 
cit, p 2: M A Panchayat President from find 
of the rural panchayots of Thinivananfths- 
puram district narrated his experience df > 
having spent more than a decade running 
after officials and politicians mcludmg 
ministers to get approval for a much needed 
link road, without avail, when finally 4'j 
contractor promised to get the approval 
work on condition that it would be entrusted 
to him. This was agreed to gladly by file 
President and the work began in 3. moffthsl* 

152 Hence, I am told, the many local roads In., 
Kerala, which, moreover are often unusually 
prefitabte for both politicians and conUacloirB. 

153 Partly drawing on discussions wish , 
Gangadharan, op cit. 

154 M A Oommen, interview, op cit 

155 (Plus linking up with central funds) Cf e g * 
(besides my own ’Communists and 
Democracy-. Two Indian Cases and One 
Debate*, op cit) Neil Webster’s 'Agrarian 
ReJatiomin Burduraft District. West Bengal" , 
From Economfasef Green Revolution totfte ’ 
Politics of Panchayati Raj’, Journal t»f 
Contemporary Asia, Vol 20:2, 1990, and 
Panchayati Raj and the Deceniratisatim iff 
Development Planning in West Bengal: A 
Case Study. Centre for Development 
Research Copenhagen; Project Paper 
September 7,1990, plus P Bandyopadhyay 
antiNirmal Mukaiji, New Horizon? for west 
Bengal's Panchayats. A Report for the 
Government of West Bengal, Feb ruary 1993, 
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MtdMrem. hft 26. 1993, and ftoftiatosb 
Adu^a Yaadiayats and Left Politics m 
West Bengal* In Economic and Political 

4 Weekly. May 29, 1993 

tit None that I have talked to. Including the 
most optimistic and voluntaristic PDteaden, 

v clamed otherwise 

157 Cf the section * Philippine Points of 
Departure' above 

158 See Kerala Mandal Factor* m Economic 
and Political Weakly. February 23. 1991, 
and Isaac, 'Kerala's verdict* op at 

1?9 Ibid According to a well reformed leading 
activist who must remain anonymous (Olte 
Tornquist's notes 202), local cadres claimed 
people favoured the Left in 'literacy areas' 
m seven districts before the assassination, 
but only in three after 

160 Cf the electoral analysis in Isaac and Kumar, 
op at 

161 Eg, interviews P V Unruknshnan and Bmoy 
Viswnm, op at 

162 For Bringing up a Prosperous Kerala 
(CPI(M)*s election manifesto) op at, under 
the sections ‘comipuon’ and *black market* 
ing and hoarding' (M P P*s translation, 

pp 20 fr) 

163 The Left Front won in the cities, and gained 
a majority in more penchayats but fewer 
municipalities than the Congress-led front 
Figures in People v Demot racy. February 7, 
198$ 


low marvww wire- ispaRwra* ^opneamsfov j* 
1990) 

163 V Ramsehamhan. ombody vtee-chakraaa 
of (hePtamung Board aadarthe Congress* 
led stare government floe fens Heport on Hut 
Measures to he Taken for Democratic 
Decentralisation at dm District md Lower 
Levels. Volume 1, Government Press, 
Thmivananthapuram , July 1988 

166 I am mainly drawing on discussions with 
EMSraedamn, CP Narayanan(Mhrefa 16, 
1993), John Kurien (1993), P A Vawufevan, 
PGPadmanabhao.and N POopalaknshnan, 
op at 

167 I am mainly drawing on an interview with 
Gopelakrtshnan, op at For the background, 
see Pyaralal Raghavan, Organisation of 
Productum in Beedi Industry A Study if 
Cwmanore District 1920-1985 (M Plul 
thesis), Centre for Development Studies, 
Thmivananthapuram, 1986 

168 Interviews with Gulati, op at, plus Rama- 
Hngom and Gulati op cit 

169 The advisa.VRamachandnui, was appointed 
on April 28, was on duty May 6 and reported 
his results on July 20 1988 (the second 
volume to which I shall soon return, was 
delivered in October 1988) 

170 Cf I S Gulati, 'Debasement of District 
Councils m Kerala' in Eumtmuc and PoltituU 
Weekly December 7, 1991, p 2793 

171 Interview with M A Common, op cit 

172 Cf M P Porameswaran Local Self 
Government and Decentralisation', (p l)and 


(Papon re asmuwr on FflMfltoyttm/Nagar 
Pattka Bid aad its ImpboationsL Canoe to 
DeyelopmmStu^ 

October 2-3, 1999 

173 Interviews wiftEK 

and V S Adbutanandan op ot^ 

174 Where nodungdre is speafSeddnnngt^ 
anddwfdlowingtwop ai iftiu^ lammaudy 
relyr^oniiUer^^ 

E K Nayanar, MM Lawrence,EM Sreedfcran, 
CP Narayanan (March 16,1993), and to a 
lesser degree with Jacob Eapen, op cit, plus 
with A K Balam, dynamic CPRM) leader 
and elected district council president m 
Palakkad (February26.1993),KAmnidhan, 
senior CPI-M tender and elected district 
council president in Thmivananthapuram 
(March4,1993), Antony Raju, advocate and 
elected Congress(S) district councillor 
Thiruvananthapuram (March 2, 1993). 
Veliyam Bhargavan, assistant CPI Kerala 
state secretary and national council member 
(February 18, 1993), Vasudevan Nair, CPI 
Kerala state secretary (March 2 1993), and 
to a lesser degree with S Radhaknshnon 
elected Congress(S) district councillor 
Thmivananthapuram (March 4 1993) lam 
also drawing on interviews with V Rama 
chandran I A S, former special adviser to 
the Left Front government on decentral i 
sation, currently vice-chairman of the stale 
planning board (March 2 1991) and with 
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This book will be of great interest to both the general reader who 
is new to Chomsky's work, and the long-time Chomsky fan who 
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Intellectual responsibilities of writers, Chomsky draws links be¬ 
tween foreign policy decisions, the state of intellectual culture, 
the role of the media, and the potential for free and democratic 
societies to understand and counter the heinous acts being 
committed In their name. He reveals how the 'new' world is 
remarketing the old disorder 


in this wide-ranging Intelligent tour de 
force, Noam Chomsky bnngs together 
Mt thoughts on topics ranging from lan¬ 
guage and human nature, to the Middle 
Bast settlement and the rote of East Timor 
in the New World Order. This is the first 
collection of hid essays in recent years 
to address questions of philosphy, ethics 
“add foreign policy, Odd he includes Ms 
* first published remarks on political goals 
and visions 


This book is simultaneously released throughout the world in 1996 In 
India, Madhyam Books will be publishing other books written by Noam 
Chomsky. 
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176 Otte Tmquist’f note* 219. 

177 Imviews wife VRamacbandraa and M^ 

Lawrence, op ckptiM wife VMSudhetran. 
mentor of Congress^, who consistently 
favoured of {March II, 

1993). See also V tomaslHMdmn'i Rs/wt 
on the Mmrmstobe Taken for Democratic 
tkcematosaftm at the District and Umer 
Levels VolumeII.October 1989,and District 
Councils in Kerala: A Paper Written on die 
Bveof the First Elections t district Councils 
ih January 1991' (tttimeo) (also m People 
and Development (AprU-May. 1991); plus 
CovernmentofKerala: LocalAdministratim 
(District Administration Special Cell), 
Department Notification, Thiruvanantha- 
puram, December 26, 1990, Published as 
Gazette Extraordinary No 1253 dated 
December 26, 1990. 

178 Gulati, 'Debasement./, op cit, p 2793; sec 
also V Ramachandran's own reaction in his 
district councils in KcroUu.op cit. 

179 With no improvement in the share of votes 
as compared to the 1987 assembly elections 
and a more united opposition causing bad 


__ 

' Communist Party (Marxist): Election 
Manfrsto, 1991, puUtched by the Kerala 
state committee, CH(M). 

.189 See in the ffantt instenoe Thomas Isaac, The 
XendaCoup: Torgetiagthe District Councils' 
Frontline, December 20.1991, and Gulati 
‘Debasement../ op ek. 

190 See, feuimiice,tbepapem 

on decentralised planning arranged by 
GostfM and Institute of Management in 
Govenmtem,17nrevanaiithapur8m,October 
4-5,1991, in the supplement ‘Decentralised 
Planning with People* s Participation*, People 
and Development, October 1991; the papers 

in Kerala organised by the Institute for the 
Study of Developing Areas, Utinivanantha* 
purnm, July 13,1992. iq ISDA Journal Vol 
2, No 4,1992; the papers to seminar on the 
Ptetehayati Raj/Nagar Palika Bill and its 
Implications, Centra for Development 
Studies, Tterevananthapuiem, October 2-3, 
1993; and, in a wider framework, the papers 
in the thematic issue of die Administrator, 
Juty-September, 1991,plus, ofcourse-partiy 
because of the character of bis mission-the 


results for the Left. See Thomas Isaac. 'The 
Kerala Shock: Factors that Reversed the 
Trend', frontline , July 20, August 2,1991, 
p93. 

180 The most important constraint on district 
councils is the fact that they will have no 
independent sources of revenue other than 

* the collection of fees, which willbenegligibie 
in amount They will have to depend entirely 
on government grants and loans*’, 

V Ramachandran, District Councils in 
Kerala ... op cit, p 19, see also pp 25 ff. 

181 V Ramachandran’s second report concerning 
administrative arrangements on state and 
district level was presented in October 1988. 
According to V Ramachandran, interview 
op cit, the report was almost hidden away. 
Moreover, according to Mathrubhtmmi 
Daily, October 3. 1993 (M P P translated) 

V Ramachandran stated at the Centre for 
Development Studies* seminar onpanchayati 
ny that the bureaucracy would go against 
decentralisation since, e g, 25 percent of the 
secretariat staff would be dismissed. (Cf 

V Ramachandran, State Legislation on 
Panchayati Raj: Issues for Discussion, paper 
to seminar on Panchayati Raj/Nagar Palika 
Bill and Its Implications, Centre for 
Development Studies, Thintvonanthapuram, 
October 2-3. 1993). 

182 I cannot abstain from mentioning that the 
occupational background of 44.5 per cent of 
thedistrict council members was that of full- 
time purty workers; teachers were the second 
largest category - 15.8 per cent. George 
Mathew, Social Background of District 
Council Members in Kerala 1991 , Institute 
of Social Sciences, Occasional paper series 
8. New Delhi (nd), p 7. 

183 District-Council Eiectum - A Milestone m 
the Way to Decentralisatitm rifPtnver, policy 
proclamation by the LDF state committee. 

184 Isaac, ‘Kerala’s Verdict..’ op dt p 38. 

185 CMS Namboodiripad in Deshabhimani, 
March I, 1991, <M P P translated). 

186 Interview with Balom, dp cit. 

187 interview with Radhakrithnan, op dt 

188 Not to talk of fheCPl(M) s manifesto. See 

, t LpF election manifesto published by the 


writings of V Ramachandran. 

191 See footnote 185 for a good example. 

192 Interview op cit. See also his contribution 
to the discussion in Marxist Samvadam . 
January-March, 1993 (translated MPP). 

193 Induding feoteby V Ravnadiandran in inter¬ 
view (op cit), and more between than in the 
tines in his writings. And see, eg, theexciting 
anonymous paper to the October 1993Centre 
for Developn^Studtraseminar, Panchayat- 
Levd Planning in Krimla, op dt. 

194 D Bandyopodhyay and NirmalMukaiji's. 
New Horizons for West ' Bengal's 
Panchayats..>op dt, was brought in at the 
Centre for Development Studies seminar. 

195 See footnote 39. ^ 

196 See Isaac, verdict*...op cit, and 

e g, Ramesh Menpn’s report in India Today, 
April 30.1991. .31. Only a few, including 
Chief minister Nayanar, opposed early 
elections. Interview with M Kutty op cit, and 
leading party member (anonymous, Olle 
Tornquist’s notes x). 

197 General conclusion on the basis of press 
clippings and discussions with journalists 
and scholars in the field, induding experts 
within CESS (some of whom should remain 
anonymous). 

198 CfKipnm/LitenteyMoveinentinKerala...’ 
op dt. And besides press clippings and 
interviews with Tharokanop cit, and leading 
left oriented literacy activists, including 
C PSanfeakuinar op cit l am also drawing 
on interviews with, e g, K R D Worrier, 
retired director of communication and still 
active in the campaign (February 12,1993), 
P N Ptnicker, secretary of KANFED, 
affiliated with the new campaign and often 

, Critics* of the KSSP (February 16, 1993), 
and, to broaden the perspective, with 
Bhasfcara Ponicker, also with a background 
in KANFED plus the library movement 
(February 18, 1993), 

199 InterviewVRandichaitiJnm(March2,1993). 

200 And enacted those who were ministers to 
appoint their own deputies. All this together 
also reduced the prescribed share of women 

» os well os of members of scheduled elites 
and tribes. 


201 SeeOnlati, W ha rem a m ^ 

‘The Kerala Coop..' op cit 4 / » ■'..v&J 

202 See the paragraph on ‘the conttd^||| 

democracy* in* the previous section 
‘Popular pressure and top-down potitsm 
democratisatton'! ' 

203 Interviews with,eg, Sanfeatamv aftdfeto^ 

(1993) op cit .,/J 

204 E g, interview with Naiini Nayak <19*S)to1 

cit. : 

205 Interview with N Jagajeevan, Kerati sttlte’I 
general secretary of KSSP (February 4&; 
1993). 

206 Interviews with, e g. Santhakumor, E;lt) 
Sreedharan/ and Sobrato Sinha op cit-: 

207 As put forward by A K Balam and A w tdti^'l 
Rapi. interviews op cit. 

208 Interviews with Binoy Viswan, Yetiyhjh'l, 

Bhargavan and P K Vasodevan Now (dtejf 
quotation) op cit, 0 

209 Interview with Isaac (1993) opett; sreafcif ’ 

his 'The Kerala coup...’ p 47, . ^ 

210 Press dippings and tntereiews, anortymp^^ 
(politicians and journalists), e g, 
Tomquist's notes 85, JS5, 42, 70, and 

211 Interviews with C G Santhakumar« Vdiyt*|$ 
Bhargavan and Binoy Viswan op evt 

212 (Like over the co-operative hospital it) 
Cannapore.) Interviews with, among olheA, ; 
M Kutty and Antony Raju op cit. 

213 Interviews with E K Nayanar and- V- X;'« 
Achuthanandan respectively, op cit. * H! 

214 Deshabhimani, March 5 and March % • 

1993. 

215 Discussion wife VMSudheeran (September' 
2, 1994). (The present Congress-led stanr* 
government which is not doing too welilp j 
put it mildly, seems to be avoiding elections;) 

216 Also stated in interview, £ K Nayanar op ‘ 
cit. 

217 Cf T M Thomas Isaac, ‘The Structural 
Adjustment Programme and the Regional x 
Economy of Kerala', Paper to seminar oh, 
'Central Budget and Problems Facing Keraty 
Economy', Thiruvananfeapuram, March 8,. 

1993. 

218 As was done by E M S Namboodiripad hr , 
his talk at the concluding session of fee 
International Conference on Kerala Studies, 
Thiruvananfeapuram. August 29, 1994, , 

219 Cf Madhavan Kutty's contribution to the 
discussion in Marxist Samvadam, January* 
February, 1993, 

220 Though one should also note that, in his talk ; 
at the concluding session of fee International 
Conference on Kerala Studies, Thirty 
vananthopuram, August 29, 1994, the CPS* 

M spokesperson and politburo member 
Prakash Karat spoke very favourably^ ' 
programmes like resource mopping as away. 
of resisting and of offering alternatives to 1 
structural adjustment. 

221 See his columns in frontline, July IS and' 
29 and August 26, ,ph* Horklshan Singh 
Sufject's comment in Frontline , August jt2» , 

1994. 

222 In regardto this paragraph, 1 am portiettihriy ; 
thankful forexdtingdiscussions with, besides 
Michael, Tharakan and Govinda Pillai 
(continually) and Thomas Isaac (1993) pp 
cit, some of the scholars and activists 
involved, includingTTSreekumar(Fdbruary 
17, 1993), Mathreyan (April 3, 1993), 
Baiwandra Babu (March 5, 1993). 
Bkqeevon (March 5, 1993) arid K Venn 
(Match 7. 1993). 
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(Fonneriy known* THE MITSUI TARO KOBE BANK, UMR1ED) 

(Incorporated in Japan wM Limited Liability) 

INDIAN BRANCH 


BALANCE SHEET AS AT 3IST MARCH, 1996 


(000’s omitted) 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 3IST MARCH, 1996 


(000‘s omitted) 



Scheldt 

As on 
31,03.1996 
Rupees 

As on 
31.03.1995 

Rupees 

CAPITAL AND LIABILITIES 



QpHal 

i 

586.199 

179,816 

' Reserves and Surplus 

2 

247.842 

164,113 

Deposits 

3 

2,969,209 

2,960337 

Bonowings 

4 

2,784,750 

818,129 

Other Liabilities and 




Provisions 

5 

138,158 

127/189 

TOTAL 


6.726.158 

4,249,484 

\ 

ASSETS 

Cash and Balances with 




Reserve Bank of India 

6 

916A36 

380517 

Balance with Banks and 




. Money at Call and 



202.766 

Short Nodoe 

7 

175,228 

investments 

8 

1,218,167 

1,157,657 

Advances 

9 

4,055,870 

2,289,539 

Fixed Assets 

10 

55,645 


Other Assets 

11 

304,812 

TOTAL 


6,726,158 

4,249,484 

Contingent Liabilities 

12 

4.256/110 

3,497,569 

BMit for Collection 

Notes to Accounts 

17 

289,998 

724.467 

i.—. 





1 INCOME 

Other Income 
TOTAL 

IL EXPENDITURE 

Interest expended 
Operating expenses 
Provisions and 
Contingencies 

TOTAL 





185.488 


507.776 


198.029 

25,156 

145,270 


368.455 


HL PROFIT/LOSS 

Net Profit/(Loss) 
fbf the year 

163.567 

100,650 

Pro6t/(Loss) 
brought forward 

100428 

78,577 

TOTAL 

264,095 

179,227 

IV, APPROPRIATIONS 

Transfer to Statutory Reserves 

32.750 

20,130 

Transferred to Capital Account 

79,838 

58,569 

Transferred to Govt/Proposed 
Dividend 



Balance Carried over to 

Balance Sheet 

151,507 

100,528 

TOTAL 

264,095 

179,227 


Notes to Accounts 



Notes and schedules to the accounts form an integral part of 

Notes and schedules to the accounts form an integral part of Profit 

"Balance Sheet 

and Loss Account 

As Per Our Report of Even Date Attached 


Fur and on behalf of 

For THE SAKURA BANK, LTD. 

KHIMJIKUNVBRH & CO. 

sat- 

. Chartered Accountants 

M. Mokurooto 

StV- 

General Manager 

(Shivji K. VJkamsey) 

* 

Partner 

Chief Executive Officer in India 

Mumbai 

Dated: 12th July, 1996 












































THE SAKURA BANK, LIMITED 

(Foraeriylom 

(Incorporated in Japan with Limited liability) 

INDIAN BRANCH 


SCHEDULES TO BALANCE SHEET 


(OOO's omitted) 



As on 
31031996 
Rupees 


As on 
31031993 
Rupees 


(000*s omitted) 



Sdiedule 1—Capital 

Capital Remitted by Head Office 
Unremitted Profit 
Head Office Blocked Amount 
Nominal Value of Securities 
Deposited with the Reserve 
Bank of India under 
Section 11(2) of the Banking 
Regulation Act, 1949 
Current year 77,000 

Previous year 56,000 

TOTAL 

, Schedule 2—Reserves 
and Surplus 

; 

I Statutory Reserves 
Opening Balance 
Additions during the year 

II Balance in Profit and 
Loss Account 

: 

TOTAL (1 and II) 

Schedule 3—Depute 

I Demand Deposits 
i) From Banks 
11 ) From Others 

II Saving Bank Deposits 

III Term Deposits 
i) From Banks 
u) From Others 

TOTAL (I, n, and ID) 

Schedule 4 narrowings 

I Borrowings in India. 

0 Reserve Bank of India 
n) Other Banks 
m) Other Instithpons and 
Agencies 

II Borrowings outside India 

TOTAL (I and II) 

Secured borrowings included 
m I and II above—Rs Nil 




314.015 

177,478 

94,676 


97,640 

82,176 


586,199 179,8i6 


63,585 43,455 

32,750 20,130 


96335 63385 

151,507 100328 


164,113 


27 29 

325,045 493,296 

89,001 70.804 


2355,136 2396308 


2,969309 12,960,337 


823,400 50,000 

890,000 

350.000 

721350 768.129 


2,784,750 813,129 


I. Bills Payable 
D. Inter-Office Adputmeots (net) 
111 Interest Accrued 
IV. Others (including 
Provisions) 

TOTAL (I, II, IB and IV) 



SSSb£ ,l,,,m 

I Cash m hand 
(including foreign 
currency notes) 

II Balances with Reserve 
Bank of India 

I ) fa Current Accounts 

II ) fa Other Accounts 

TOTAL (land II) 


Bunks and Money at CaU 
and Short Notifce 

1 fa India 

1) Balance with banks 

a) fa Current Accounts 

b) fa other Deposit 
Accounts (S 1 DBI) 

u) Money at Call and 
Short Notice 

a) With banks 

b) With Other Institutions 

TOTAL (1 ami it) 

U Outside India 

l ) fa Current Accounts 

n) fa other Deposit Accounts 

m) Money at Call and 
Short Notice 

TOTAL ( 1 , ii, and ui) 

GRAND TOTAL fl and n) 


56,929 

60,676 

138,158 



28,489 

31,982 

34,067 

32351 


127,089 



916,436 380317 


709 542 

170,000 200,000 


170,709 200342 


4319 2324 


, 4319 2324 


175328 202,766 


StaMMiUfe and MMcal Weekly July 20.1996 
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THE SAKURA BANK.LIMITE 

3) 


(Fona«frlmim»» THE MITSUI TAIYO KOTO BANK, UMTTEP) 

(Incorporated in JapmwiBtUmitddLhMity) 

INDIAN BRANCH 


SCHEDULES TO BALANCE SHEET 

(000*t omitted) 

(000’s omitted) 


As on 
31031996 
Rupees 

As on 
31031995 
Rupees 


As on 
31.031996 
Rupees 

■ 

L Investments in India in: 
i) Government Securities 

U) Other Approved 

Sccunbet 

iu) Sbam 

iv) Debentures and Bonds 
v) Subsidiaries aadfor 

joint ventures 

1,138.139 

77,920 

2.108 

1477429 

77,920 

2,108 

geefcftjhifr -Ftwnl ll Silts 

I. Premises. 

At coat as on 31st March of 
the preceding year 

Additions during the year 
Deductions during the year 
Deprecutkmtodate 



- 

- 

TOTAL 

11 OtherPixed Assets (including 
Rmuture and Fixtures): 

At cost as on 31st Match of 

29,490 

IM 

vi) Commercial paper 

- 

- 



TOTAL (i, n, in, tv, v and vi) 

1418.167 

1.137457 



XK Investments outside India 

Nil 

Nil 

the preceding year 

Additions during the year 
Deductions during the year 
Depredation to date 

12,131 

27439 

12404 

342 

(274) 

(9,194) 

GRAND TOTAL 0 and II) 

1,218,167 

1,137,657 

(13435) 




TOTAL 

26,155 

3478 

T1 1 1 1 J Jil 

A. i) Bills putcbased and 



GRAND TOTAL (I and U) 

53443 

33422 

discounted 

tt) Cash credits, overdrafts and 
loans repayable on demand 
ft) Tam Loans 

TOTAL 

REBM 

324463 

1.771416 

193.960 

2489439 

L Interoffice adjuatments (net) 

11. Interest accrued 

Ql. Tax paid in advance/tax 
deducted at source 

IV. Stationery and Stamps 

V. Non-banking assets acquired 
m satisfaction of claims 

VL Often® 

ft in case there is any unadjusted 

76,960 

160476 

95,929 

ft 

B. i) Secured by tangible assets 
ii) Covered by Bank/ 
Govenunent Guarantees 

Hi) Unsecured 

2,894^01 

10,923 

1,130446 

1,717,630 

371489 

66,976 

88454 

TOTAL 

4453470 

2489439 

balance of loss the same may be 
shown under Hus item with 



C. L Advances in India 



appropriate foot-note 



i) Priority Sectore 

ii) Public Sector 
id) Banks 

Iv) Others 

1402403 

618494 

TOTAL 

304412 

183483 

2,833,667 

1470,643 

Sriht^4r]2—CiuiHnarat 

L Oums against the bank not 
acknowledged as debts 



TOTAL 

4,055,870 

2489439 

— 

— 

C. D. Advances outside India, 
i) Due from Banks 
it) Due from Others: 

a) < Bills purchased 

and discounted 

b) Syndicated loans 

c) Often 

- 

- 

H. Liability for partly paid mvestmeot 
HL Liability cm account of outJtaodmg 
forwatd exchange contracts 

IV. Guarantees given on behalf 

v of conwitucllia _i 

and oftar obligations 

VL Other items for winch the bank 

1.937407 

487493 

1444401 

1,051,431 

331,920 

1496402 

TOTAL 


- 

is contingently habie 

286,709 

411416 

GRAND TOTAL (CJ and CJD 

4433470 

2489439 

TOTAL (ULBL IV. V and VD - 

4436410 

3497489 





■■■■■HA 



[km 


fat; 20,1496 























































THE SAKURA RANK, LIMITED 

QtanMribr knows m THE MITSUI TAIYO KOBE RANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

INDIAN BRANCH 


SCHEDULES TO FKOFLT AND LOSS ACCOUNT 


(000’s omitted) 



Yen Ended | YearBnded 
310)1995 
Rupee* 


1 foterest/ducouaton 



advanees/bills 

500,735 

306,903 

D Income on investments 

III Interest on balances with 

137,274 

102443 

Reserve Bank of India and 



other inter-bank funds 

IV Others 

30,972 

822 

■ 

TOTAL 

669,803 

442496 

Schedule 14—Other Income 

1 Commission, exchange 
and brokerage 

0 Profit on redemption of 

31,481 

20,194 

Commercial Paper 

Less- Loss on sale of 


1,602 

investments 

- 

- 

III Profit on revaluation 



of investments 

Less Loss on revaluation 

— 

— 

of investments 

- 

- 

IV Profit on sale of land, 



buildings and other assets 

Less Loss on sale of land. 

— 

122 

buildings and other assets 


- 

V. Profit on exchange 



transactions (Net) 

Less Loss on exchange 

* 

4491 

transaction 

(29,941) 

- 

VI. Income earned by way of 



dividends, etc. from subsidiaries/ 



companies and/or joint ventures 
•broad/in India 

_ 

_ 

VII Miscellaneous income 

- 

- 

TOTAL 

want 

26,509 

Note: Under uems D to V of Schedule 14 
loss figures may be shown m brackets 



Schedule 14—Interest Expended 

I Interest on deposits 

II Interest on Reserve Bank of 

141,109 

139,973 

Inditfntra-bank borrowings 

1444(7 

58JM4 

m. Others 

- 

' 42 

TOTAL 

IKiffll 

198/129 


I. Payments to and 
provisions for 
employees 

It 

D. Rent, taxes and 
lighting 

III Pnndngand 
stationery 

IV. Advertisement and 
publicity 

V. Depreciation on 
bank’s property 

VI Directors’ foes, 
allowances and 
expenses 

VII. Auditors’fees, and 
expenses 

Vm Law charges 

IX Postages, telegrams, 
telephones, etc. 

X Repairs and 
maintenance 

XI. Insurance 


XII Other expenditure 
TOTAL 


(OOO’sonutieti) 



YearBnded YevEnded 


31031996 

Rupees 


14,234 


995 
Rupees 


170 

ISO 

13 

29 

604 

484 

888 

849 

1,733 

1,790 

4,715 

3473 

36,562 

25,156 
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(Fonneriy known m THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

INDIAN BRANCH 


D. Notes forming part of the Accounts: 

1 Fixed assets do not include assets received at no cost from the Head Office 

2 The impact of the Report of Special Audit of Foreign Currency Non Resident Deposit Scheme 'A' (FCNRA) transactions ordered by Reserve Bank 
of India for the period 1st April. 1990 to 31st March, 1994 is not considered in the accounts pending scrutiny of the report by the Bank 

3 During the year the branch has discontinued its policy of translation of Foreign Exchange assets and liabilities at the average of T T buying and 
selling rates, called ‘Middle Rates' as per Head Office instruction, but the same does not have any impact on the Profit and Loss Account as the 
difference arising out of such translations were reflected as current assets/current liabilities The impact of the aforesaid change on the Balance 
Sheet is not ascertained 

4 The Capital to Risk asset ratio of the Bonk as on 31/03/96 as computed under Reserve Bank of India guidelines is 11 45% 

5 Previous year s figures have been regrouped/rearranged wherever necessary 

As Per Our Report of Even Date Attached 

For and on behalf of 

KH1MJ1 KUNVERJ1&CO 

Chartered Accountants For The Sakura Bank, Limited 

Sd/ Sd/ 

[Shivji K VikamseyJ M Mokumoto 

Partnei General Manager St Chief Executive Officer in India 


Mumbai 

Dated 12th July 19% 


Auditors* Report on the Indian Branch of The Sakura Bank, Limited 
situated at Mumbai 

under Section 30 of the Banking Regulation Act, 1949 

We have audited the attached Balance Sheet of the Indian Branch of The Sakura Bank, Limited (formerly The Mitsui Taiyo Kobe 
Bank Limited) as at 31st March, 1996 and also the annexed Profit and Loss Account for the year ended on that date 
In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (1), 
(2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and the Profit and 
Loss Account together with (he notes attached thereto are not required to be and are not diawn up in accordance with Schedule VI 
to the Companies Act, 1956 The accounts are, therefore, drawn up in conformity with Forms ‘A* and ‘B* of the Thud Schedule 
to the Banking Regulation Act, 1949 
We report that 

1 We have obtained all information and explanations which to the best of our knowledge and belief were necessary for the purpose 
of our audit and found them to be satisfactory, 

2 The transactions which have come to our notice have been in our opinion, generally within the powers of the Indian Branch 
ol the Bank. 

3 In our opinion, proper books of accounts as required by law have been kept by the Indian Branch of the Bank so far as appears 
from our examination of these books, 

4 The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with by this report 
are in agreement with the books of account 

5 In our opinion, and to the best of our information and according to the explanations given to us, subject to 

i) The impact of the Report of Special Audit on Foreign Currency Non-Resident Deposit Scheme * A* transactions as referred 
to in Note No 2 of Notes to Accounts not considered in accounts, 
it) The Accounting of foreign currency transactions referred to m Principal Accounting Policy 3 not conforming to the Accounting 
Standard-11 "Accounting for the Effects of Changes in Foreign Exchange Rate" issued by the Institute of Chartered Accountants 
of India and the disclosures required under the said standard not being given. 

The Balance Sheet and Profit and Loss Account, together with the notes thereon, give the information required by the Companies 
Act, 1956, in the manner so required for Banking Companies and on such basis the said Balance Sheet gives a true and fair 
view of the state of affairs of the Indian Branch of the Bank as at 31st March, 1996 and in case of Profit and Loss Account 
gives a true and fair view of the profit of the Indian Branch of the Bank for the year ended on that date 

6 For and on behalf of 

KHIMJI KUNVERJI A CO 
. Chartered Accountants 

Sd/- 

Mumbai [Shivji K Vikamsey] 

Dated 12th July, 1996 Partner 
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Choosing a Permanent Contraceptive 

Does Son Preference Matter? 


S Irudaya R^Jan 
USMishra 
TKVimala 


It has been observed that sex preference of children influences a family's fertility decisions This article examines 
data derived from a number of surveys to examine whether the acceptance of a permanent method of contraception 
is associated with the sex composition of living children 


Introduction 

THAT couples may prefer children of one 
sex to those of other or an equal number of 
both sexes is well established (see 
Williamson 1976 for a review ol sex 
preference literature] Any parental 
reproductive response to sex preference 
requires inter!erence-with the natural fertility 
regime There remains a trade-off between 
family size preference and sex preference 
since a preferred sex composition is not 
always achieved within a preferred family 
size Thus the real family si/e exceeds the 
desired family si/e on many occasions 
leading to excess fertility For instance in 
a hypothetical situation of perfect control of 
reproduction, Shops (196)) demonstrated 
that if all couples desired a minimum of two 
sons the average family size would be 3 86 
children whereas if all couples desired a 
minimum of at least one son and one daughter 
the average would be three children Other 
things being equal the higher the preference 
for one sex over the other the higher is the 
family size 

On the same subject McClelland (1979) 
hypothesised that though the couples prefer 
higher number of sons those who already 
have more daughters may terminate child 
bearing earlier because of the concern that 
the next biith if female will worsen the 
existing sex composition The crux of this 
hypothesis known as tht risk hypothesis is 
that the perceived disuds ntage of an 
additional daughter outweighs the perceived 
benefit of an another son The basic argument 
therefore remains that il sex prefctencc 
influences fertility decisions then at any 
parity those couples with undesirable sex 
composition would be more likely to have 
another child than those who already have 
the desired sex composition 
Since sex preference influences fertility 
dec tsions an enquiry is undertaken here to 
understand its influence on contraceptive 
decisions specially on choosing a permanent 
contraceptive Not much evidence exists 
concerning the extent to which controlled 


fertility behaviour is directly influenced by 
the desire for sons It is well established that 
acceptance of terminal methods is much 
more frequent among couples whose living 
children include a disproportionate number 
of sons Hence there remains every reason 
to probe into the exact extent of influence 
that son preference bears with contraceptive 
dec isions In a controlled fertility situation 
the sex preference behaviour can always be 
assessed in terms of indicators such as birth 
intervals by preceding sex composition 
contraceptive users by the sex of the last 
birth sterilised couples by the number of 
surviving children (with sex composition) 
and the sex of the last born child 

The strong preference for a minimum 
number of living sons m the Indian situation 
has been commented on in several places 
| see for example Miller 1981 Cain *1984 
and more recently Basu 1992] The secondary 
data sources bear evidence to this 
phenomenon For instance Khan and 
Prasad s (1983) second all India survey 
found that 70 per cent of the respondents 
in northern India felt that the ideal family 
should have at least two sons while the 
coricspondmg figure lor the southern /one 
was 40 per cent 

Khan and Gupta s( 1987) second all India 
survey also reported that as many as 57 per 
cent of the respondents in Uttar Pradesh 
were prepared to have three or more daughters 
just to get a second son compared to 20 per 
cent for the country as a whole Hence sex 
preterem c among Indian couples docs exist 
although there is some regional variation in 
its magnitude Attitudes about sex preference 
are often examined in terms ol desire tor 
additional children among women with 
different numbers of living sons and 
daughters The same phenomenon can also 
be investigated in terms of the proportion 
accepting a permanent method of 
contraception with different family size 
compositions 

The characteristics of contraceptive 
acceptors in terms of age parity and sex 
composition of the sum vmg children serves 


as a prelude lor understanding the 
phenomenon in a better way While 
investigating the possibility of realisation of 
two child family norm in India we [Irudaya 
Rajanetal 1993 1994] have found that there 
remains a large gap of around six to seven 
years between the average age at attainment 
of two children and the average age at 
sterilisation Thus the six to seven years of 
unprotected exposure results in an average 
of 1 5 extra births It seems implicit from 
this study that sterilisation a<ceptance is 
mostly at later ages and higher panties 
Further in this context it was suggested that 
targets of lamily planning acceptors need to 
be characteristic specific | Irudaya Rajan and 
Mishra 1992] and advised that the programme 
should concentrate on tht quality ol follow 
up care [Irudaya Rajan 1993] 

Family welfare ycaibooks published by 
the ministry of health family welfare do not 
provide information on stcnhsalion acc eptors 
by sex composition of sutviving children 


Tabi F I Indi x or Son Prmfrlni r ior Major 
Si a ns in India 1990 


States 

Index of Son 
Preference* 

Rank 

Andhia Pradesh 

118 

11 

Bihar 

24 S 

4 

Guiarat 

23 0 

6 

Haryana 

14 1 

10 

Karnataka 

20 0 

8 

Kerala 

II 7 

12 

Madhya Pradesh 

27 1 

2 

Maharashtra 

180 

9 

Orissa 

23 4 

S 

Punjab 

20 t 

7 

Ra)asihan 

2S0 

1 

Tamil Nadu 

9 2 

13 

Uttar Pradesh 

27 6 

1 

West Bengal 

14 1 

10 

All India 

20 0 



* Index of Son Prefeicncc = 100 *( P/C) wheu 
F is the excess number of sons ov tr daughters 
considered ideal and C is the ideal family 


SI7C 

Note and Souue Calculated by the authors 
from the Third All India Survey on Famil> 
Planning Practices in India Operations 
Research Group Baroda 1990 


1980 
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Thtos the various surveys conducted tn 
different states in India at different points 
of time have been extensively used to 
establish the hypothesis Moreover it is tell 
that sex compositionot thesurvivingchildren 
with piedommance ot sons over daughters 
has a strong bearing on the decision to stop 
child bearing and in choosing a permanent 
contraceptive Further in the wakeof fertility 
transition ISrimvasan 1995 Visana et al 
1995], preferential sex composition (son 
preference in the Indian context) might inhibit 
the attainment ot low levels ot fertility 
Hence we intend to understand the prevailing 
degree ot son preference in the Indian 
population in terms ot Us influence on the 
decision to terminate child bearing with the 
adoption of a permanent method 

An India Sc fnario 

The all India scenario m this coniexl can 
be gauged with the two rounds of all-India 
survey on tamily planning practices carried 
out by the Operations Research Group 
<ORG) Baroda On the whole the mean 
number of sons for sterilisation users has 
come down from 2 2 to 2 0 between 1980 
and 1990 At least two sons seem to he the 
accepted criterion lor choosing a permanent 
contraceptive Another three sets of data 
presented m this paper are from the World 
Bank Fertility Survey (WBTS) 1980 the 
Kerala Fertility Survey (KFS) 1991 [more 
details sec Zachanah 1994| and primary 
data specifically collected trom the Calicut 
Medical College Kerala for this purpose 
which show a deviation from the all India 
scenario with the minimum numbei of sons 
required for acceptance of permanent method 
being mostly one In addition wt present 
vital information on this aspect collected in 


recant surveys from different states of India 
This helps in understanding the existing 
regional vanation in the intensity ot sex 
preference among states Such data for 
different states are subject to the availability 
of survey data from different sources The 
statewise information comprises Kerala 
representing the southern /one experience 
Goa and Maharashtra for the west zone and 
Orissa in the eastern part of the country 
Though these surveys have different time 
relercncc they give some rough idea tor 
comparison of the prevalent degree of sex 
preference To have an overall assessment 
o! the differential degree of son preference 
between states wc present an index tor son 
preference [Bhatia 1978) for the period 1990 
in lable 1 

The statewise scenario presented in the 
article reflects a common finding that the 
modal number of sons among sterilisation 
users standsat two besides the mean number 
of sons showing a difference between the 


states While analysing the same 
phenomenon across family si/e it is found 
that a larger proportion of sterilised couples 
with two or more children have two sons 
in almost all the stales under investigation 

The mean numbei of living children for 
cuirent users ot family planning was larger 
thantheevcr-usersorothercouplcs Sterilised 
couples had the largest family size among 
current users the current uscis had on 
average a larger number ot sons than general 
couples Moreimportantly sterilised couples 
had on an average two sons against 1 21, 
1 2 7 ind 1 50 children for uscis for mtra 
utenne device, condoms and pills 
respectively 

Among those couples who had one child 
24 per cent were current users of any family 
planning method and among the current 
users 19 per cent adopted permanent 
contraceptives With two children, 48 per 
cent of couples were current users and 59 
pet cent of current users adopted permanent 


Tabu 1 Pfrc i ntaol Distribution of Silrii isation Ac c fkiors hi Numui k of Lr\ inc Sons 


Number 

India 

Kerala 

Kerala (Calicut)* 

Gujarat Goa 

Onssa 

Maha 

of Sons 

F80 

1990 

1980 

1990 

1976 

1981 

1986 

199’ 

1984 

1982 

rashtrh 






81 

86 

91 



—— 

1985 

Nil 

4 0 

46 

7 s 

94 

124 

100 

122 

12 



42 

One 

219 

26 6 

44 8 

19 8 

44 4 

51 9 

576 

28 0 

25 2 

17 2 

11 6 

Two 

47 6 

42 9 

42 « 

10 8 

28 4 

22 1 

28 4 

49 1 

17 5 

12 6 

447 

Three 

22 S 

185 

154 

lift 

II K 

79 

7 0 

15 6 

25 4 

24 1 

159 

''Three 

12 0 

7 1 

98 

64 

4 0 

1 8 

1 1 

4 1 

11 9 

21 2 

16 

Mean number 
of sons 

22 

20 

1 8 

1 7 

1 5 

1 4 

1 4 

1 9 

>2 

2 4 

1 8 


Nate* 1980 and 1990 dat i for India are from Operation Rt&carch Gioup Baroda 
WBFS=- VS irld Bank Fertility Survey conducted by the World Bank 
KFS * K il i Fertility Survey conducted by tht Centre for De vt lopmcnt Studies 1 n vandrum 
* Pnintir) d u i collected specially for this paper 

Gujarat suixey was conducted by theGuiarat Institute of Development Research Ahmedabad 
Goa Orissa md Maharashtra survc>s were conducted by the International Institute for 
Population Sciences Bombay 


TABir 2 C IIRRFNT Ust Of ANV CONlRACtPTIVl Ml 1HQD BY NlJMBLR AM> StX OF L IVINC. Cull L RFN 1992 94 


Number of 
Children 

Andhra 

Pradesh 

Bihar 

Gujarat Haryina 

Kama 

taka 

Kerala 

M idhya 
Pi idesh 

Maha 

la&htra 

Onssa 

Punjab Rajasthan 

Tamil 

Nadu 

Uttai 

Pradesh 

West 

Btngil 

All India 

None 

1 6 

1 7 

4 4 

44 

22 

85 

2 

1 I 

27 

2 4 

1 9 

11 

1 8 

19 8 

42 

One 

152 

79 

18 2 

19 8 

185 

17 l 

9 4 

22 8 

12 1 

28 9 

69 

24 4 

78 

49 5 

19 1 

1 son 

16 2 

78 

211 

20 6 

194 

38 1 

9 1 

271 

140 

41 2 

69 

24 9 

92 

519 

20 9 

Oson 

14 2 

80 

117 

188 

175 

360 

96 

17 8 

99 

261 

70 

219 

6 4 

44 8 

17 4 

Two 

512 

24 7 

55 6 

48 1 

54 9 

78 1 

45 > 

501 

19 9 

61 1 

27 6 

59 5 

18 <> 

66 4 

46 I 

2 sons 

55 5 

34 5 

70 0 

65 4 

67 1 

78 2 

52 6 

65 9 

51 8 

70 2 

14 2 

(25 

26 9 

74 8 

55 0 

I son 

54 9 

21 I 

54 7 

42 6 

54 6 

80 1 

1 1 ’ 

48 1 

40 0 

61 5 

10 6 

61 9 

17 1 

67 0 

46 4 

0 son 

45 7 

14 7 

26 2 

26 0 

15 0 

71 1 

162 

27 9 

20 0 

44 8 

58 

49 0 

97 

52 7 

11 5 

Three 

71 5 

U3 

67 7 

70 6 

721 

83 1 

54 9 

74 8 

51 7 

74 1 

47 2 

72 6 

28 1 

74 2 

58 9 

1 sons 

76 9 

18 0 

84 0 

849 

76 0 

851 

57 4 

86 0 

60 2 

85 7 

619 

74 2 

15 6 

821 

649 

2 sons 

79 9 

469 

81 6 

81 9 

79 8 

865 

70 4 

847 

61 5 

82 1 

57 4 

80 4 

151 

78 0 

68 0 

1 son 

70 8 

24 7 

511 

51 1 

69 9 

81 8 

49 1 

619 

411 

65 9 

27 2 

70 4 

190 

72 0 

51 2 

Oson 

51 7 

40 

181 

12 8 

18 5 

741 

164 

30 8 

21 5 

29 8 

120 

506 

148 

512 

11 7 

Four and 
















above 

69 9 

114 

68 6 

67 1 

615 

68 9 

57 b 

76 0 

541 

76 1 

4y 4 

646 

28 5 

62 0 

52 4 

2s sons 

70 4 

161 

719 

71 0 

64 5 

67 1 

609 

79 7 

55 8 

80 9 

52 2 

64 1 

40 4 

61 4 

518 

1 son 

70 7 

219 

56 5 

55 8 

62 6 

77 4 

48 2 

69 5 

51 0 

61 8 

16 4 

68 0 

21 2 

66 7 

49 5 

Oson 

59 1 

89 

11 l 


47 4 

65 5 

111 

48 6 

42 7 


26 5 

59 5 

10 8 

47 1 

14 8 
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methods the game proportions were 60 and 
HO respectively tor couples with three 
children 

Current usership ot any method range? 
between 30 35 percent among couples with 
two or more daughters This proportion 
improved to 48 per cent with one son and 
one daughtet and to 58 per cent with two 
sons and to 69 per cent with two sons and 
one daughter or two daughter and two sons 
A desire tor acquiring at least two sons and 
thus unconsciously winding up with a large 
family size betore accepting a permanent 
contraceptive is quite obvious from the 
available data sets for India as a whole In 
this regard the recent National Family Health 
Survey too presents some information on the 
percentage ot users of any contraceptive 
method among the c urrently married women 
of reproductive ages by number ot children 
with given number of sons And this 
information also establishes a similar point 
with regard to larger contraceptive 
acceptance being among couples with sons 
(Table 2) 

A comparison ot sterilisation users by 
number ot sons demonstrates a marginal 
improvement in the proportion ol couples 
accepting sterilisation with no sons between 
1980 and 1990 Overall the preference tor 
sons as interred from the distribution of 
sterilisation users by number oi sons 
seems to have declined during the last 
decade 

The modal number ot sons among 
sterilisation users is two which speaks of a 
common preterence tor two sons among 
Indian couples (Table 3) But in the case ot 
Kerala the scene is a little dittcrent with 
one-tenth ot sterilisation users having no son 
and their modal frequency corresponding to 
one son [see Man Bhat and Irudaya Rajan 
1990 tor a detailed study on demographic 
transition in Kerala| Further stenlisation 
users within any family size have the modal 
frequency corresponding to one son Most 
probably, the preterence tor a second son 
at all India level anses out of the insurance 
effect that the couple practice for ensunng 
the survival ot at least one son subject to 
the prevalent level ot child mortality The 
following compansons do reflect a reduction 
in the intensity of son preference with 
couples attitude gradually moving from a 
two-son requnemcnt to a one son 
requirement In the c ase ot Kerala the modal 
number ot sons required stands at one and 
the average number ot sons among 
sterilisation users has come down from 1 8 
to 1 7 during the last decade In addition 
anothei remarkable feature marked among 
Kerala couples is that over time the modal 
proportion of couples of any family si/e tall 
under the one-son category 1 ablcs 3 and 


4 summarise various surveys conducted in 
different states of India to understand the 
influence ot son preterence on choosing a 
permanent contraceptive 
Now, let us briefly discuss the 
characteristics of sterilisation acceptors in 
India over a period of time The average age 
at sterilisation hovers around 30 years and 
closer to 50 per cent ot them are above 30 
years [more details, see Irudaya Rajan et al 
1993] The average number of living children 
among the stenlisation acceptors is 3 3 as 
of 1988-89 and not much difference has 
been noticed since 1977-78 (3 5 children) 
Twelve per cent of the acceptors preferred 
sterilisation after having five or more 
surviving children Most of them have at 
least three children This indicates that a 
terminal (permanent) method is chosen only 
when a satisfactory family si/e with the 
desired (sex) composition is achieved The 
evidence from the recent Kerala Fertility 
Sui vey (1991) supports the above argument 
(Table 5) Couples who opt for sterilisation 
with the last child being a male are always 


more m number compared to those with a 
last female child 

In this context, it is worth referring to the 
debate on excess fertility in demographic 
literature There always remains a gap 
between the desired family size and the 
realised family size with the latter exceeding 
the former and this phenomenon is often 
explained in terms of the bias towards a 
given sex composition within an opted 
family size which never gets materialised 
For instance, the Kerala Fertility Survey, 
1991 found 10 I per cent ol excess fertility 
women with an average of I 41 excess 
births rZachanah ct al 1994] On this 


Tabif 5 Distribution oi- Sterilisation 
Arc f-noRS by Family Size and Sex of thf Last 
Child KFS 1991 


Sex of the 


_Family Size_ 


Last Child 

1 

2 

3 

4 

5 

Male 

57 1 

52 6 

57 1 

57 0 

51 8 

Female 

42 9 

47 4 

42 9 

410 

48 2 


Soune Derived from Kerala Fertility Survey 1991 


Tabie 4 Stfrii isation Ac tutors by Family Size and Number of Sons (Morf Evidfncf) 
Family Size _ Number of Sons _ 


0 1 

1 2 

1 

4 

5* 

Mean No 






of Sons 




World Bank Fertility Survey 1980 

Kerala 



One child 

36 4 

63 6 


- 



0 64 

Two children 

119 

57 4 

28 7 




1 15 

Three children 

179 

43 1 

38 9 

0 1 



1 21 

Four children 

39 

31 0 

18 8 

24 0 

23 


1 90 



Kerala Fertility Survey 1991 




One child 

41 7 

58 t 

- 

- 

- 


0 58 

Two children 

138 

63 5 

22 7 

- 



1 09 

Three children 

83 

400 

37 5 

14 2 



1 58 

Four children 

8 1 

27 4 

35 0 

22 0 

75 


1 94 



Calicut Medical College Kerala 1986 91 



One child 

38 6 

61 4 





061 

Two children 

II 3 

73 1 

157 


- 


l 04 

Three children 

M3 

43 2 

26 7 

170 

- 

- 

148 

Tour children 

83 

20 9 

47 1 

129 

10 8 

- 

1 97 




Gujarat 1992 




One child 

28 9 

71 1 



- 

- 

071 

Two children 

36 

42 8 

53 6 

- 

- 

- 

1 50 

Three children 

I 5 

23 8 

58 5 

16 2 

- 

- 

1 89 

Four children 

1 3 

190 

48 8 

Goa 1984 

23 9 

60 

- 

2 14 

One child 

- 

1000 

- 

- 

- 

- 

too 

Two children 

- 

39 7 

603 

- 



1 60 

Th «ie children 

- 

18 1 

43 1 

38 8 

- 

- 

221 

Four children 

- 

II 2 

34 3 

Ons&a 1982 

37 7 

16 8 

- 

261 

One child 

500 

500 


- 


- 

0 50 

Two children 

127 

524 

34 9 

- 

- 

- 

1 22 

Three children 

33 

27 8 

49 7 

19 2 


- 

t 85 

Four children 

05 

19 1 

47 2 

27 0 

62 

- 

2 19 




Maharashtra 1985 




One child 

500 

50 0 

- 

- 

- 


0 50 

Two children 

72 

48 7 

44 1 

- 

- 

- 

1 37 

Three children 

24 

304 

51 3 

159 

- 

- 

1 81 

Four children 

26 

260 

41 9 

24 7 

48 

- 

203 

Notes Same as Table 3 


m 






m2 
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occasion the ifmtd family site becomes 
a superfluous variable in understanding the 
reproductive behaviour of a population 
Thus the desired additional number of 
children in general and desired number of 
sons in particular tor couples with a specific 
number of surviving children (with given 
sex composition) is a better aid in under 
standing the intensity ot sex preference If 
there is no gender preference among women 
and they are satisfied with their sex 
composition, it might be assumed that 
everyone at a given parity would desire 

Tablf 6 Sex Combination of Existing 
Children and Desire for Additional 
Children in 1980 and 1988 India 


Sex Combination of Per Cent Desinng 
Existing Children Additional Children 

ORG ORF Change 
1980 1988 


No child family 

100 

100 

0 

One child family 

No son and one 
daughter 

90 

87 

1 

One son and no daughter 

81 

78 

25 

Two child family 

No son two daughters 

75 

66 

-9 

One son one daughter 

44 

17 

7 

Two sons no daughter 

8 

*1 

-17 

Three child family 

No son three daughters 

65 

66 

+ 1 

One son two daughters 

28 

28 

0 

Two sons one daughter 

11 

11 

0 

Three sons no daughter 

2* 

21 

0 

Four and more child family 

No son four or more 
daughters 59 

61 

+2 

One son three or more 
daughters 


22 


1 wo son two or more 
daughters 

_ 

7 


Three sons ont or 
more daughters 


10 

- 

Fodr sons one or more 
daughters 


8 

_ 

Four or more sons and 
no daughters 

- 

12 

- 


Note Denved by the authors from operation 
research group data 


Table 7 Change in Mean Numbfr of 
Additional Sons Desired by Number of Living 
Sons All India 


No of 

Living Sons 

Mean Number of 
Additional Sons 

1980 

1988 

Change 

0 

1 48 

1 17 

-Oil 

1 

0 88 

0 47 

-041 

2 

024 

009 

-015 

3+ 

009 

oos 

-0 04 


Note Denved by the authors from operation 
research group data 


the same number of additional children 
[Arnold 1985J However, within each parity 
the gender composition of the children 
may not influence future child bearing 
intentions dramatically Knshnan’s (1993) 
hnding suggests that gender ot children 
sigmftraitly influences women's contra¬ 
ceptive use regardless of their demographic 
and socio-economic background 

An alternative way ot understanding the 
intensity of sex preference (son preference 
in Indian context) among Indian couples is 
to look in terms of the desired additional 
number of children with a given sex 
composition of surviving children Table 6 
reflects the skewed tendency with a higher 
proportion ot couples with a specific number 
ol surviving children, nyostly daughters 
opting for additional number of children 
Interestingly, this tendency is not reflected 
among the couples with higher family size 
as such couples can usually have a desired 
sex composition with required number ol 
sons, in any case 

The information presented in Table 5 
clearly reveals that the proportion desiring 
additional children continued to be high 
among the couples having daughters 
outnumbering sons It implies that preference 
for sons is almost universal Quite a large 
percentage of couples having one or two 
children seem to be desinng additional 
children in case they have only daughters 
It means that limiting family size with an 
adoption of a permanent method gets 
postponed in the absence of a son One ot 
the remarkable features obsei ved is that there 
is a considerable decline in the intensity ol 
desinng additional children overtime among 


couples irrespective of their family me 
Also there remains greater intensify to 
progress to higher parity m case of no son 
whereas the same loses grip with couples 
having at least one son This indicates the 
Indian couples need to have at least one son 
to decide on adoption of a permanent method 
or to stop child beanng One encouraging 
observation from the above table is the 
decreasing intensity of son preference which 
is based on the percentage decline in couples 
desinng additional children with different 
sex composition of surviving children over 
time In fact it is quite a positive tendency ’ 
towards adoption of a permanent method ot 
contraception with a smaller family size 
even though the desired number ol sons bad 
not materialised within a specific desired 
number ot children The intention of having 
at least one son also seems to be getting 
overruled with multiple daughters and this 
restricts the parity progression Hence one 
can conclude that couples are least interested 
in exceeding the desired family size to realise 
the desired number ot sons In other words 
there seems to be some reluctance in 
progressing to higher panties beyond the 
limit - of exceeding the desired number of 
children decided at the initial stage ol family 
building process 

Todiscussthe intensity of son preference 
wc present the mean number of additional 
sons desired with a given number of living 
sons in Table 7 In this context the table 
reflects that at the country level this intensity 
is stronger with 0 sons and one son but 
beyond two sons the desire tor additional 
number ot sons is quite negligible And more 
encouragingly, this tendency measured in 


Table 8 Numblr of Additional Childrin Di sired by Slx Combination of Livinl Children 
(Ail India) 1980 1988 


Combination of Living Children 


No of Additional Children Desired 



0 


1 


2 


i+ 

No son 

No son no daughter 

0 9 (10) 

4 6 

(2 8) 

416 

(29 6) 

48 7 

(666) 

No son but one daughter 

112 (99) 

14 5 

(28 7) 

14 1 

(43 2) 

I 4 

(16 2) 

No son but two daughters 

11 8 (25 2) 

17 2 

(11 4) 

21 1 

(36 2) 

1 I 

(5 2) 

No »on but three daughters 

34 1 (14 6) 

40 6 

(34 9) 

17 2 

(29 2) 

29 

(4 3) 

No son but four or more daughters 

39 0 (41 3) 

18 2 

(34 5) 

17 1 

(21 1) 

20 

(1 1) 

One son 

One son but no daughter 

21 6 (172) 

29 1 

(20 7) 

12 8 

(41 7) 

116 

(204) 

One son and one daughter 

62 8 (55 7) 

20 1 

(22 8) 

82 

(17 h 

14 

(4 4) 

One son two daughters 

71 9 (71 8) 

17 \ 

(19 7) 

42 

(7 1) 

1 5 

(14) 

One son three or more daughters 

78 1 (79 9) 

no 

<n8) 

29 

(12) 

1 6 

(1 1) 

Two sons 

Two sons but no daughter 

68 8 (51 4) 

19 2 

(11 5) 

54 

(N7) 

1 8 

(14) 

T wo sons one daughter 

88 7 (89 1) 

14 

(5 9) 

29 

(16) 

09 

(14) 

Two sons two or more daughters 

93 2 (96 1) 

1 3 

19) 

1 2 

(1 5) 

05 

(0 5) 

Three sons 

Three sons but no daughter 

86 5 (77 1) 

73 

(194) 

25 

(2 5) 

07 

(10) 


Note Figures in the parenthesis refer to period 1980 and denved from the ORG data 
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terms ot additional number of sons desired 
shows a favourable trend with the intensity 
of son preference coming down over the 
years The desire for additional sons among 
couples with one son has gone down 
remarkably which conveys that Indian 
couples m general want at least one son, 
before deciding to terminate further child 
bearing Moreovei, the reduction in the 
mean number ol additional sons desired 
among couples with no son confirms the 
declining influence ot son preference on 
adoption ol permanent methods ot 
contraception 

To elaborate further on this issue, we have 
derived the number of additional children 
desired by sex composition of living children 
tor India and presented in Table 8 The 
analysis points to the fact that acceptance 
of a permanent method is strongly associated 
with the sex composition of the children and 
couples with at least one son have a fair 
chance of adopting a permanent method 
without exceeding the desired number of 
children Further, couples having only 
daughters seem to stop after attaining a 
certain parity without having a son As 
reflected earlier, in terms ot the mean 
number ot additional children desired and 
mean number ol sons desired by couples 
ot different parity and sex composition, it 
is felt that the intensity of son preference 
is coming down in the wake ot fertility 
transition in India 

A two-child family norm has been 
advocated in India tor a long time now to 
achieve the dream target of perfect 
replacement level in the population Keeping 
this in mind, we felt it necessary to briefly 
comment on the extent in which son 
preference hinders the accomplishment of 
this norm The ORG 1988 survey shows 


TaBI L 9 Pmc I NTAt.F Ol- StHIH ISA I ION 
Arc fPTORS WITH AT MfJSI 1 WO Cltll DR! N 



1989 90 

1979 80 

Andhra Pradesh 

31 58 

28 82 

Bihar 

12 34 

19 91 

Gujarat 

30 92 

17 98 

Haryana 

18 14 

13 28 

Karnataka 

40 34 

23 41 

Kerala 

34 97 

41 10 

Madhya Pradesh 

20 29 

14 92 

Maharashtra 

20 98 

14 66 

Onssa 

22 77 

17 92 

Punjab 

22 67 

6 7S 

Rajusthan 

16 46 

8 07 

Tamil Nadu 

40 26 

29 44 

Uttar Pradesh 

S 65 

10 75 

West Bengal 

35 04 

23 03 

All India 

26 10 

20 29 


Sonne Family It t If are Yearbooks Ministry of 
Health Family Welfare government of 
India Mi w [\ Ihi 


that couples with two or fewer children 
tend to desire a lower family size compared 
to those of higher order panties It gives 
ample evidence that small family norm is 
gaining acceptance among the younger 
generation couples And this acceptance is 
found to be prominent in southern and 
western states compared to northern and 
eastern states 

The trend in stenlisation acceptors with 
at the most two surviving children 
(irrespective of their sex composition) can 
reflect the situation in more detail Table 9 
presents the trends in proportion of 
stenlisation acceptors with almost two living 
children obtained from the yearbooks 
published by the ministry ot health and 
family welfare. New Delhi Till date this 
proportion continues to be around 25 per 
cent which probably is biased due to the 
age distribution of sterilisation acceptors 
However the performance ot Tamil Nadu 
(a state ruled by a regional party for the 
last 20 years) and Karnataka have been 
specially impressive, followed by Kerala 
and lastly West Bengal 1 his may serve as 
examples tor the more laggard states 
r Antony 1992, Irudaya Rajan et al 1993] 

(The authors express their gratitude to K C 
Zaihanah Centre for Development Studies, 
Trivandrum Piavin Visana and Lecla Visana 
Gujarat Institute of Development Research 
Ahmcdabad K B Pathak and T K Roy 
International Institute for Population Sciences of 
Bombay the Dean Calicut Medical College for 
providing valuable data extensively used in this 
work, and P N Mari Bhat. Director Population 
Research Centre Dharwad and K C Zochanah 
foi their comments on the earlier draft of this 
paper j 
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DISCUSSION 


Of Moral Authority and Political 
Bankruptcy 

Dipat&kar Bhattacharya 


PARTICIPATION in bourgeois govem- 
ments has historically been a matter of great 
debate in the international communist 
movement In India, this is perhaps the most 
manifest programmatic difference that 
remains till date between the CPI and CPI(M) 
While the CPI has followed an extremely 
liberal policy on this question (given an 
opportunity it has joined all sorts of coalition 
governments since 1967), the CPI(M) stands 
for joining only such governments in which 
it has a decisive presence and say Alter the 
recent assembly elections, the CPI lor 
instance hasjoined the AGP-Led government 
in Assam with merely three members in an 
assembly oi 126 while the CPI(M), with two 
members has stayed out 

Die outcome of the Eleventh Lok Sabha 
elections had the Indian communists 
grappling with this question for the first time 
at the central level At the end of the day 
the communist parties seem to have retained 
their programmatic difference on this scoic 
but evidently not before the CPI(M) passed 
through a very serious inner-party debate 
If the liberal left opinion in the country was 
overwhelmingly in favour of participation, 
or to be more precise for lending Jyoti Basu 
as the prime minister of the United Front 
government so were almost half the central 
committee including several senior leaders 
of the party 

Against this backdrop Aijaz Ahmad stands 
out as a raic exception among pro CP1(M) 
intellectuals who says that hi was rather 
worried ‘that the CPl(M) might just might 
tor whatever reason, under wh never pi cssurc 

succumb and put in the claim to Itad the 
government* 1 (Ahmad HPW June 1 1996) 
It this position upheld by Ahmad in what 
he calls ‘that awtul prolonged moment of 
panic** when the B JP having already emerged 
as the single largest in the Eleventh Lok 
Sabha was celebrating its victory with bold 
claims to power while forces belonging to 
the still amorphous Third Front were 
desperately looking for a leader is itself quite 
remarkable and refreshing, so are the candid 
and insightful observations with which he 
argues his case m defence of the CPI(M) s 
ultimate decision not to join the UF 
government Written basically as a response 
to the dominant view of “panic and euphoria*' 
among hberal/Left intellectuals who were ‘ a 
bit too sanguine about what we took to be 
chantes of Hindutva prevailing* believing 
perhaps m the mythical theories of OBC 


invincibility and the generous opinion polls 
predicting a near majority for the NF-LF 
combine and a virtual sweep in the states 
of Bihar and Uttar Pradesh and then were 
rather rudely awakened by the poll outcome 
to the limits of charismatic regional 
strongmen like Laloo Prasad and Mulayam 
Singh and also to disturbing signs ot the 
CPI(M) s shrinking influence right inside 
West Bengal Ahmad s article also appears 
to give a positive voice to the current spate 
ol disillusionment in I^eft-liberaJ circles 
The f«rst pan ol the article is devoted to 
examining and exposing the intricate linkages 
between liberalisation and salfromsation 
the two rather i nscparable and cardinal strands 
ot the emerging consensus among Indian 
bourgeoisie With his incisive and insightful 
analytical gaze Ahmad brings out the 
essential commonality between the Congress 
and B JP 1 he slender difference between the 
two principal parties ot the Indian ruling 
classes today consists only in their respective 
shades ol saffron or as he puts it, in the 
difference between programmatic commu 
nalism and pragmatic communalism 
Apart from then shared passion for the 
nco liberal economic order, the two parties 
also share a stiong streak of nghtwing autho¬ 
ritarianism and a reactionary saffronised 
nationalism which only means coercive 
centralism in relation to all expressions of 
sub national aspirations, aggressive 
chauvinism in a vis neighbouring countries 
in general and Pakistan m particular and 
spineless capituhtiomsm towards all sorts 
ot imperialist pressure Intact inabackward 
country like India theneo liberal economic 
order cannot sustain itself without such a 
dangerous ideological-political mix The 
interests of the Indian bourgeoisie and world 
imperialism with which the formei is 
ingratiating itself converge on this point of 
political necessity Recent Indiar history is 
witness to the fact as to how this atmosphere 
in turn can facilitate the growth of communal 
fascist forces And as Ahmad rightly 
observes, the ditfucnce between communal 
fascism and nghtwing authontananism is at 
best an academic one not only tor the 
mi nonties but tor the overwhelming majonty 
of Indian people is well 
Returning to the question of CPKM) s 
panicipation m the UF government, Ahmad s 
rejee tion ot this option is however based not 
so much on the strategic perspective ol a 
communist party m a countr like India as 


on his assessment of the situation at hand 
To ust his own analogy, barbarians are at 
the gate but fascism has not yet amved So 
it would be wrong to play the ace on the 
I irsi move in a knee-jerk reaction Otherwise, 
Ahmad too tccls that a condition of national 
emergency exists and it is precisely on this 
count that he justifies the CPl(M)'s alliance 
with forces like Laloo Prasad and Mulayam 
Singh and their ilk whoexcel in scamstensm 
and many of whom aie also deeply hostile" 
to socialism which in turn also renders their 
secularism “profoundly suspect'* Ahmad 
however chooses to understate the centrality 
ot this alliance m the overall politics of the 
CPI(M) when he describes it as some sort 
of understanding in order to try and forge 
an alliance of sorts against the emerging 
consensusof the ruling class on saffromsatuni 
of Indian politics 

Ahmad correctly points out that the United 
Front was not so much interested in the 
CPI(M) s participation as in Jyoti Basu s 
permictship The so-called liberal order in 
India has long perfected this art ot detaching 
individual communist leaders from their 
parties and integrating them into its own 
framework Such examples arc galore in CPI 
and even today the political establishment 
can be seen singling out Indrajit Gupta the 
best parliamentarian and not the party general 
secretary, for a similar kind ol ticatment In 
Bihar too, Laloo FYasad has little interest in 
allying with the CPI as a party as in having 
hisown nominees inside tht party ensconced 
as the party seuctjry or as the party's 
members ot parliament United I ronl politics 
is always a two way traffic While communist 
parties seek to alter the balance ol i lass and 
political forces by lorging alliances the 
liberal order loo obviously has its own agenda 
for and imerpielation of sue h arrangements 

Going by the ( P!(M) s own programme 
the question of the party s participation m 
the central government should not have arisen 
at ill or at any late deserved such setious 
consideration at the level ot tht party s 
highest policy making forum Yet the 
question aiose and the party debated it with 
utmost urgency It must have been a unique 
event in the annals of the international 
communist movement when i second 
emergency meeting of the party central 
committee was convened at the request of 
the allies to discuss the issueot participation 
and premiership after the CC had already 
discussed the issue threadbare and closed the 
chaptci If inside the CPI(M) theic can be 
such a huge constituency in favour ot 
participation is it really surprising that the 
liberal Left intelligentsia associated with the 
party should also clamour toi t iking up this 
new challenge * 


\ 


Economic and Political Weekly July 20, 1996 


1985 


In fact, the CPI(M)’s decision not to join 
the United Front government has come as 
a surprise to many and quite logically so 
Apart from the fact that the CPI(M) has been 
running the country's most stable state 
government in West Bengal since 1977, 
nationally the CPI(M) is best known by the 
enormous interest it takes and the energy it 
expends in putting the centrist castle in order 
And to be fair to the CPI(M) and true to tacts 
the CPI(M) does it in its capacity as an all- 
India communist party and not as a regional 
entity like TDP, DMK or AGP Granting 
what Ahmad calls “the most obvious material 
tact about the Left”, namely, “its 
overwhelming weakness and its inability to 
break out ot its regional sequestration”, does 
not reduce the Left to the status ot a regional 
formation It is not the West Bengal unit of 
CPI(M) which allies with the JD in Bihar 
or the Samajwadi Party in UP, nor is the 
alliance with TDP in Andhra maintained by 
the Kerala unit ot CPI(M) The alliances 
have a direct bearing on Lett forces in those 
states and the absolute centrality accorded 
by the central leadership ot CPI(M) to these 
alliances stems not from the party's obvious 
material weakness in these states or merely 
*forthe sake ot the minorities and the secular 
forces in the country’ the party considers 
it the crucial tactical recipe for growth and 
expansion in these states and tor the 
advancement ot its overall all-India interest 
and priorities 

Given the cardinal position the alliance 
occupies m the CPK M V s overall l rame work, 
in terms ot both theory and practice, the 
party s decision not to parfcipatc in the 
United Front government seems more like 
a routine vow o! communist celibacy than 
an obvious decision rooted in the party 
programme Unlike the Morarji Dcsai 
government in 1977 which was known as 
the Janata Party government or the V P 
Singh government in 1989 which was known 
as the National Front government, the present 
government headed by Deve Gowda is run 
in the name of the United Front and the 
CPKM) and its Lett Front is an integral 
constituent ot this Front as is the JD, SP 
Or the Federal Front ol regional parties The 
CPKM) played a key role in formulating the 
Common Minimum Programme toi the 
United Fiont and H K S Suijeet and Jvoii 
Basu are important members ot the steering 
committee which is supposed to run the 
show at the political level fs this not 
participation in the government by other 
means 9 

The issue at. slake w<mld therefore seem 
tO be not so much participation pvt se as the 
formot such participation Ahmad discusses 
it in terms ol ’moral authority and 
“accumulation of hegemony”, some other 
cornmentatprmay interpret it merely in terms 
of practical political convenience or 
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necessity But m the best mtcrestt of the Left 
movement and for the sake of the working 
people, it is preferable to treat the debate in 
us programmatic perspective with reference 
to the current challenges facing the Indian 
communists It the programme of a 
communist party is to be taken as a living 
guide to the party’s living action, then it is 
obvious that there exists quite a gap between 
the CPI(M) s programme and its current 
piacticc That given its existing programme 
the CPKM) could come so far in practice 
where the gap becomes so visible as agaping 
wound is itself a pointer to the very centrist 
nature and genesisof the party’s programme 
But lor sections of CPI(M) members Who 
still care about the programme and for forces 
in the Left camp as a whole, the point of 
interest at this juncture would be to see 
which way the party chooses to bridge this 
gap - by ’updating’ the programme to bnng 
it in accordance with the party’s ongoing 
practice or by initiating a struggle and 
rectification inside the party in line with the 
perspective provided by the programme 
Ahmad argues that the CPI(M) s basic 
asset is its moral authority which is “very 
much tar in excess ot its numerical strength” 
By refusing to join the government and yet 
going out of its way to facilitate its formation 
and survival, the CPI(M) has not only staked 
and squandered this moral authority but has 
raised it to a much higher level This is what 
he calls in Gramscian parlance “the 
accumulation ot hegemony”, the earning by 
the party ot its right (another of those post¬ 
dated cheques 9 ) to rule the country at q 
future date when its moral authonty is backed 
by a matching material strength What does 
this celebrated moral authonty consist oP 
Ahmad is quite clear and candid in tracing 
its sources 

This authority exists because of an odd 
reversal ot roles in ’the world s largest 
democrat y in which all the political parties 
that represent the liberal order are seen as 
flouting the basic democratic norms and 
attempting to subvert the Constitution itself, 
while Communists have come to be accepted 
as the most honest defenders of democracy 
and the Constitution The party is seen by 
large sections ot the politically interested 
public as accepting the obligations and 
prerogatives laid out in the constitution, 
even when the exerc ise or some of those 
prerogatives work against the interests ol 
the party as in a thousand forms of direct 
and indirect interferences that the centre 
routinely excrc ises in relation to the CPI(M)- 
ruled states not to speak ot the fact that 
agreeing to form state governments within 
the republic of the venal bourgeoisie, and 
sciupulousty observing the limits inherent 
in a constitutional order that vests most ot 
the authority in the centre is itself an act 
ot enormous restraint And the party is seen 
as defending constitutional norms even when 


ns own nnemts ore not at stake, as in the 
famous instance when Namboodinpad 
forcefully intervened in the tussle between 
Rqpv Gandhi and Zail Singh that threatened 
to break those norms Furthermore, as one 
judges from whatever glimpse one gets of 
its internal functioning, CPI(M)’s 
’democratic centralism' seems to offer 
relatively more inner party democracy than 
any of the so-called ’democratic parties' 
notably the Congress, the supposed pillar of 
Indian democracy 

Before we take a closer look at this moral 
authority, let us note that this thesis ot central 
discrimination against the CPI(M)-ruled 
government in West Bengal presents an 
intriguing nddle It was not difficult to 
substantiate this thesis in relation to the first 
communist-led government in Kerala which 
was toppled by the centre while trying to 
implement certain relatively radical reforms 
In fact, that toppling served as an early 
public demonstration of the growing 
nghtwing centralising bias beneath the Left 
and federal proclamations ot the Congress 
government at the centre But West Bengal, 
especially since 1977, has been a different 
story altogether There have been cases of 
numerous state governments being toppled 
siftce 1977 - in fact most ot the toppling 
cases have taken place m the post 77 phase 
- and some even coming back with an 
electoral mandate, but West Bengal has never 
been touched by this turbulence It the earlier 
system ot industrial licensing and freight 
equalisation is to be taken as the clinching 
evidence of central discrimination as CPK M) 
leaders have always made u out to be it was 
not a specific discrimination against the Lett 
government in West Bengal And more 
problematically, it is on this ground ot 
abolition ot industrial licensing and freight 
equalisation that the CPI(M) has welcomed, 
albeit ’partially and conditionally', the new 
economic policy ot liberalisation and 
globalisation and decided to make the most 
ot the newly opened up opportunities ot 
industrialisation by directly hobnobbing with 
imperialist capital, a tact which has made 
Ahmad regret that West Bengal s 'industrial 
policy is not as sharply differentiated from 
the centre as it should be” In fact the 
CPI(M) has always delended its partic i pation 
in state governments - now vtith us 
uninterrupted stint in power for two decades 
it has virtually become the natural ruling 
party of West Bengal - on the pica that it 
is not the state governments which arc the 
real repositories of state power in India an 
argument it would have been denied in the 
event ot its participation in the central 
government With the emerging emphasis 
on economic federalism in the era ot 
liberalisation (a euphemism for greater and 
direct penetration of MNCs in the states and 
closercollaborations between regional (agro- 
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based?) bourgeoisie end imperialist capital), 
CP1(M) would in fact be under increasing 
pressure to take the power it has in the states 
more seriously and behave even more 
responsibly. 

Be that as it may, from the above appraisal 
of the CPI(M)*s bulging bank-balance of 
moral authority, it is clear that this authority 
is just the other name for the CPl(M)'s 
smooth and satisfactory track record in 
the test of compatibility and dependability 
vis-a-vis India's liberal political establish¬ 
ment (the term is being used in its best 
constitutional connotation and not in a 
pejorative sense). What sort of hegemony 
can be expected to accumulate on this basis, 
especially as far as the Left's basic social 
constituencies are concerned? Does 
hegemony in the Gramscian sense grow 
spontaneously on the soil of material 
weakness just on the strength of HYV seeds 
(home-grown and patented!) of moral 
renunciation? Can a communist party, a 
party which does not want to end up as a 
social democratic party or a slightly 
leftwingish version oftheJanataDal, expand 
its hegemony on the basis of negative virtues, 
merely by being less corrupt, less lumpenised. 
less communal than any of the other major 
parties on offer? If the answer is yes, only 
Ram can save the CPI(M) in Hindu India 
from its social-democratic nemesis. But if 
(he answer is no. then hegemony is to grow 
on the basis of the party's positive 
achievements, whether in the states it is and 
has for long been in power or for that matter 
on the different fronts of its political practice 
among and concerning the working people 
in particular. 

Looked at trom this point of view, the 
West Bengal experience and the party’s 
whole 'national line* for that matter should 
clearly call for a thoroughgoing review and 
introspection, something which has been 
meticulously avoided by the party leadership 
in congress after congress. Why is it that 
even a commentator as sympathetic as 
Ahmad has to regret that West Bengal's 
'industrial policy is not as sharply 
differentiated from that of the centre as it 
should be... and that Calcutta i s fast becoming 
a White city in the midst of a Red 
country side"? Talking of Calcutta alone may 
be misleading, barring a few pockets in 
North 24 Parganas. the enure industrial and 
working class belt covering Howrah, 
Hooghly and Burdwan has acquired an 
equally whitish (anaemic?) complexion after 
this election and it is a pattern growing since 
the last municipal poll in the state. What is 
happening to the patty ’ s moral authority and 
accumulation of hegemony right inside West 
Bengal and within the working class whose 
party the CPI(M) is supposed to be? And 
while Ahmad has certainly admitted that 
"one could add many other harsher 


criticisms", he has chosen not to mention 
another disturbing area in CP!{M)-ruled West 
Bengal, namely, the much discussed abuse 
of human rights: the record number of 
custodial deaths, the state-sponsored 
protection and promotion of Runu Guha 
Niyogis and the mysterious disappearance 
of Bhikhari Paswans? 

In the event of Jyoti Basu assuming the 
stewardship of the UFship, Ahmad visualises 
two possible case-scenarios of shipwreck 
apart from the insidious processof shipwreck 
being caused from within by the decay, 
degeneration and eventual dissolution of the 
UF into the scam-studAM, S&ffronised, 
globalising consensus of the Indian ruling 
classes. One case-scenario is that having 
come so close to power and yet being denied 
a stint, the saffron brigade would have gone 
on a rampage a la Advani’s rathyatra and 
thesubsequent marauders' march to Ayodhya 
and after An explosive situation the poor 
premier would have been hard put to tackle - 
the bourgeois state would not have come to 
his rescue and nor does he have an army of 
communist partisans. In a mocking, near- 
contemptuous lone (in desperation?) Ahmad 
asks, “Do you have an army of communist 
partisans? Do you call on Vinod Mishra?" 
The other scenario is that the captains ot 
industry and the sundry string-pullers of the 
Indian and global economy would have 
precipitated an acute economic crisis 
complete with the fast vanishing rupee losing 
its way in the spiralling maze of inflation 
and an overnight exodus of capital leaving 
the entire economy in dire straits. 

The first scenario of course looks quite 
a possibility, and for all the constitutional 
improprieties and presidential indiscretions 
that the present president may be justifiably 
accused of, with hindsight it appears that his 
invitation to Vajpayee did help abort this 
possibility. As for the second, while it is 
pointless to join issue with Ahmad in such 
a conjectural competition may it be noted 
that if Basu's name was being discussed so 
seriously as the first (or was it the second?) 
choice of the UF for premiership, it was not 
only because of his moral stature and 
commanding charisma but also because of 
his proven track record of compatibility (nay 
leadership) in relation to the neo-liberal 
economic order of the day? And if economic 
policy could real I y become the embarrassi ng 
Achilles' heel for the CPI(M) (though Ahmad 
would like us to believe that it is not so much 
the CP1(M) but its other partners in the Left 
Front who are "hard on 'Hindutva' but soft 
on liberalisation"), it would be interesting 
to see how the CPI(M) tackles its own UF 
-government going hammer and tongs on the 
economic front first with the austerity 
measures and now with this biggest ever 
hike in the prices of petrol and petroleum 
products. 


Coming back to the first possibility and 
Ahmad’s mocking reference to the question 
of an army of communist partisans, does he 
choose to forget that in the only historically 
recorded case of defeat of fascism, the defeat 
was inflicted by none but the best army of 
communist partisans the world has ever 
known? Nor is Vinod Mishra any mysterious 
commander of a communist army operating . 
from some KSI- or CIA-backed camp in 
Pakistan, Bangladesh or Myanmar who can ' 
be asked to hire out his squads of armed 
communist partisans. If Mishra's name has 
come to be associated with the concept of ,[ 
communist partisans in contemporary India, 
it is because such peasant fighters have indeed 
been generated and tempered by the fierce 
anti-feudal class struggles that have been 
and are still being waged by the communist 
party of which Mishra is the general secretary. 
The undivided CPI too had such contingents : 
of communist partisans in the Telangana : 
days. The CPKM) too can have and will 
surely need such squads if it shifts its 
emphasis from its currently number one 
priority of accumulating moral authority 
through constitutionalism to the neglected j 
area of building class struggle of landless ’ 
labourers and poor peasantry in the 
countryside. May it also be pointed out that 
Mishra's so-called army of communist 
partisans has indeed played and is still playing 
a key role in combating the communal fascist 
menace m Bihar. In India fascism too has 
a strong feudal content and the emergence 
of the Ranvir Sena, the latest in the senes 
of private armies of the landed gentry in 
central Bihar, with its strong lies with the 
BJP is a clear testimony to this fact. 

Ahmad secs in the formation of the United 
Front the glonous materialisation of the 
CPKMVs priority project of working out a 
national coalition of secular and democratic 
forces. Bui he also shares with us a number 
of candid and insightful observations 
regarding the front and its constituents. It 
is a front "two-thirds (of which arc) ...anti¬ 
communist and rightwing’', he says in one 
place. At another place he predicts that 
because of the delicate balance of numbers, 
the would-be United Front cabinet is likely 
to be decorated if not packed, with "rank 
'liberalisers', scam-ndden crooks, and 
representatives of charge-sheeted criminals". 

He is also clear, if quite cynically so. that 
the MPs of the curious coalition called the 
UF would hopefully be able to hold out 
against the BJP’s attempts to buy them up. 
for "(they) have smelled power - power of 
their own ->- which will give them the chance 
to make far more money than a onc-shot 
bribe can"! 

Summing up the significance of the United 
Front, he also writes in a' more theoretical 
vein, "Meanwhile, the UF is also an authentic 
expression of contemporary liberal order of 
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the Indian bourgeoisie, m that tt accurately 
represents the shift of political gravity toward 
the states of the south and toward the capital 
gravitating and growing there, in new 
industries, new information technologies, 
agro-bascd accumulations, and research and 
development complexes, even as to the west, 
where similar accumulation processes are 
also at work, BJP holds Gujarat quite Firmly 
and shares Maharashtra with Shiv Sena and 
the Congress It is also quite possible that 
in case the UF actually comes to power it 
will start supervising a transition in Indian 
politics from the inherited mechanisms of 
viceregal centralisation to the American- 
style negotiations among constituent states 
as they are represented by regional leaders 
racketeers and stiongmen within the 
predicates of the liberal order we could 
confer on this process the title of 
'democratization ” Call it democrat!sation 
or federalisation but let us note in passing 
that just as the mechanisms of viceregal 
centralisation were once inheiitcd from the 
now retired masters of British colonialism 
this possible transition to the so-called 
"Amencan-style negotiations would be 
taking place m the shadow of the American 
imperialism II that happens it would signify 
just a questionable victory for federalists of 
diverse hues but also an unprecedented 
penetration and consolidation of the 
economic interests and political influence of 
the American imperialists 
One tends to agree with Ahmad in his 
characterisation ol the UF on the whole, but 
it is difficult to share such generous 
generalisations as the following Its most 
redeeming feaiutc is thai it is profoundly 
opposed to saffron represents a plural 1 sation 
of regional aspirations and populisms, is on 
the wholeanti-brahminical in ttscaste politics 
without the stndencics and caste 
opportunisms of a Kanshi Ram* Just a tew 
paragraphs earlier Ahmad correctly exposes 
the essentially illiberal nghtwing character 
of India s liberal older and icmarks that "'Far 
from saving us from Hindutva, it is picciscly 
the political and economic liberalism of the 
Indian bourgeoisie and its managing 
committee the Indian state, that has brought 
us to this impasse* We are also told that 
Deve Gowda is ‘at the cutting edge of the 
class ol tensive of a newly emergent but 
already very poweitut traction ol the Indian 
big boui^eoisie namely the agro-based 
barons and that the UF is also an authentic 
expression of contemporary liberal order of 
the Indian bourgeoisie* If between 
themselves the BJP and Congress represent 
an ideological political continuum a 
consensus on liberalisation as well as 
sat from sation albeit with a difference of 
shades and it the UF is also an emerging 
authentic expression of the contemporary 
liberal order can there really be a rupture 

tt 


of any consequence oh just one pomt of this 
continuum, namely, on the issue of 
secularism 9 

There can of course be two ways of tackling 
fascism “In the entire history of fascism”, 
says Ahmad “fascist takeovers have required 
two preconditions a fully-fledged ensis of 
the constituted state, and an insurgent 
working class aspiring to seize power*' 
Accordingly, we have often seen a defensive 
line or response emanating from within Left- 
liberal circles which essentially boils down 
to preaching an unqualified defence of the 
state and maintenance of class peace and 
harmony lest the fascists are 'provoked 
unnecessarily* But such lines of least 
resistance have always proved counter 
productive m history Any genuine and 
effective anti-fascist agenda in India has to 
be the real democratic agenda without any 
dilution And there can be no democratic 
agenda in backward India which is not 
vigorously anti feudal and anti-imperialist 
In a popular tactical framework this project 
was initially designated as the process of 
building an anti-Congress, anti-BJP Left 
and democratic front Even though 
communist parties in India are still known 
as communist parties and not as social 
democratic parties or slightly leftwmgish 
versions ot the Janata Dal, this project has 
however acquired a new name over time 
Non Congress, Non BJP government of 
Secular and Democratic Forces This 
theonsation has been perfected through 


successive experiments and exercises m 
united front practice, from supporting a 
National From government together with 
the BJP to participating, directly or indirectly, 
in a United Front government backed by the 
Congress The issue ot secularism or 
opposition to communal fascism has been 
skilfully but suicidally separated from its 
counterparts in the overall democratic agenda 
and a false theory of stages has been 
introduced Secularism, however saifromsed, 
first and at all costs, everything else can 
wait It is precisely this political bankruptcy 
(call it moral authonty it you will) ot the 
dominant forces of the Indian Lett which has 
brought us to the present impasse where the 
CPI(M) is either accused of cowardice tor 
having missed the historic opportunity by 
not heading a secular government or lauded 
to heights ol moral authority tor playing the 
dutiful midwife s role in managing the birth 
pangs of the emerging 'authentic expression 
oi contemporary liberal order of the Indian 
bourgeoisie" 

Balancing his optimism of the will with 
its “necessary complement*, the pessimism 
of the intellect Ahmad concludes his survey 
ot the unfolding Indian scene with the caution 
that “the reprieve (provided by the coming 
to power of the UF government) should be 
used above all, to put one’s own house in 
order before the Congress or someone 
else from within the UF, trips the wire” A 
timely reminder, but will wc the Left in 
India heed if 7 
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Asia’s Age 

World development between 1400 and 1800 reflects not Asia’s, weakness 
but its, and particularly China’s and India’s, economic strength and 
Europe’s relative weakness m the global economy The common global 
economic expansion after 1400 benefited the Asian centres earlier and 
more than it did Europe, Africa and the Americas However, this very 
economic benefit turned into a growing absolute and relative 
disadvantage for one Asian region after another in the late 
18th century PE-50 

Revisiting an Old Controversy 

The bullionist controversy, stemming from the decision of the Bank of 
England to suspend specie payments in 1797, resulted in the first major 
articulation of views which were later to become crucially impoitant to 
banking and monetary theory Paralleling the controversy in England 
the Indian situation saw a ranging of participants on political 
as well as theoretical lines PE-65 

Budget 1996-97 

Sadly Chidambaiam s mixture of continuity with change is so heavily 
loaded with continuity that change remains confined to the wrap of 
oratory All the talk of courage, compassion, social justice and so forth 
means little as long as the basic economic philosophy of this 
government remains much the same as that of its predecessor 2001 

The most disappointing aspect of the United Front government's first 
budget is its neglect of the problem of sharp decline in the rate of growth 
of employment in the organised sector which is at the root of rising social 
and political tensions and growth of caste and communal politics 2003 


Muddled Thinking 

Not until we have got nd of the errors 
and confusions that the terms 
communahsm' and secularism 
embody can we hope to think 
purposefully about the grave national 
problem of making a multi-ieligiuus 
society work 2034 


Budget Cycles 

Political business cycle theories argue 
tftat incumbent political parties 
manipulate policy instruments prior to 
elections tn order to increase the 
probability of being re-elected Do the 
empirical implications of these theories 
hold for the Indian economy 7 2023 


imperial State 

Neo-liberalism, represented in the US 
by the political programme of the 
Republican Congress known as the 
'Contract with Amenta’, is an 
Aggressive method of overhauling 
capitalism and taking back the 
benefits and concessions won by the 
working population dunng the post¬ 
war economic boom and the long 
nvalry with the Soviet Union 
Accompanying these changes is the 
increasing orientation of US foreign 
policy towards a ’mercantile 
impenalism* which concentrates 
on the defence of US trading 
interests abroad 2014 


Saving and Investment 

The steep increase claimed in domestic 
saving m 1994 95 raises some 
questions which call tor explanations 
trom the CSO and the RBI 1999 


Social Science Enquiry 

A blend of the quantitative and 
qualitative approaches of 
econometrics and ethnography 
respectively provides a superior 
framework for comprehending and 
predicting human behaviour PE-87 


Making Devaluation Work 

Is a successful devaluation always 
expansionary so that it has to be 
accompanied by contractionary policies 
to contain domestic inflation 7 PE-76 


Against MAAT 

The case against a Minimum 

Asset-Based Alternative 

Tax on companies 2046 


Real World Economics 

The equilibrium models of 
mainstream economics can be applied 
to static states and closed systems but 
the real world is dynamic and open 
The work of Kenneth Bouldmg, 
particularly his preference for an 
evolutionary model of the economy 
has much to contribute to the search 
for an alternative per$pecti ve PE-00 

















INTERS TO EDITOR 


Journalists Assaulted 

WE are deeply shocked to learn that in a pre¬ 
planned attack on journalists and film¬ 
makers, the Asian News International (AN1) 
team, comprising Girijashankar Ojha, 
Neeraj Sinha and Sri Prakash, was mur¬ 
derously assaulted by the hired thugs of 
contractors associated with the Surangi Dam 
Project, near Ranchi, on July 9, 1996. The 
team was covering the villagers' protest 
march against the project. According to 
available reports, as soon as the team reached 
the project site at Vijayagiri village, a 
contractor and his goons attacked the team 
members. The attackers were armed. Only 
a few yards away, the SHO of Tamad was 
stationed along with the armed police. 
However, the police were mute witness to 
the assault. 

When the team members ran into a nearby 
hospital to protect themselves, the assailants 
surrounded the hospital. Only with difficulty 
could two of the injured team members 
manage to escape from the back door of the 
hospital. Sri Prakash, a young film-maker of 
documentary films on environmental issues 
in Bihar, could reach Ranchi only the 
following day, late m the evening. His 
condition is reported to be serious. 
Apparently, he was the particular target of 
the assault because of his known sympathies 
with the protesting villagers. The video 
camera of the team was broken into pieces 
by the attackers. According to local observers, 
of late, the senior officials and the contractors 
responsible for the project as well as the local 
police are beginning to hold the press 
responsible for being 'unduly' critical of the 
project. The attack was pre-planned with a 
view to teach the dissenting journalists and 
film-makers a lesson. By implication, the 
attack was also meant to silence and isolate 
the protesting villagers. 

Through the columns of your journal, we 
request your readers to post a protest letter 


to Laloo Prasad Yadav, chief minister of 
Bihar and demand: (i) immediate strong 
action against the local police officer, the 
contractor and his hired thugs as well as the 
senior project officials; (ii) an independent 
inquiry into the incident; (iii) that the injured 
members of the team be provided the 
necessary medical help immediately: and 
(iv) that a fresh debate be initiated on the 
cost to the local people of such high-profile 
projects so as to minimise their adverse 
impact. 

Vruendra, Eddie Rodriques, 
Sujata Gothoskar. 

Mumbai 

Effluent Treatment in 
Pattancheru 

REACTING to reports by daily newspapers 
about environmental pollution in and around 
Hyderabad, the Organisation for the Pro¬ 
tection of Democratic Rights (OPDR) 
decided to investigate the Pattancheru 
Environtech, a public limited company, 
which is the principle agency which treats 
effluents generated in various industries in 
the Pattancheruvu industrial area. A three 
member committee comprising Bhaskara 
Raoa senior lecturer in chemistry. 
V NarayanaReddy,SaidaRao,twoadvocates 
visited the plant and met Ramana Murthy, 
a member of the board of directors of the 
plant on June 29, 1996. 

The committee arrived at the following 
conclusions: The plant is not a joint sector 
project as popularly believed. It is a public 
limited company established by the indus¬ 
trialists of Pattancheru area in response to 
public agitation and for supposedly com¬ 
plying with the Environment (Protection) 
Act, 1986 and the Hazardous Wastes 
(Management and Handling) Rules, 1989. 
The total initial paid-up capital of the projerr 
is said to be Rs 7.5 crore APUDC is an equity 


shareholder, the equity being Rs 25 lakh and 
central and state governments have given a 
grant of Rs 50 lakh each. Since the inception 
the industrialists have not taken any interest 
in the functioning of the plant so in 1989 
the APUDC chairman proclaimed himself 
the managing director of the plant. Thus the 
task of running the plant, for all practical 
purposes shifted to APUDC. The chief 
executive officer is also a APUDC person. 
The Andhra Pradesh Pollution Control Board 
is supposed to police the handling of effluents 
produced by the factories and treated by the 
plant Recently APUDC withdrew its 
chairman and chief executive officer from 
the plant so the plant is without a head al 
present. The concentration of hazardous 
chemicals in the treated effluent is not 
considerably less than the inlet effluent 
concentration because as Ramana Murthy 
conceded, a vital stage of the plant, i e, the 
bacterial treatment well has not been 
functioning for ‘some time'. Every factory 
should subject the effluent to primary 
treatment in its own premises. The plant is 
designed to treat only the secondary effluents. 
The bio-oxygen demand (BOD) of secondary 
effluents would be lower. The capacity of 
the plant i $ supposed to be 7,500cubic metci s 
per day. However, the BOD in the net 
effluents sent to the plant by the industrialists 
is much beyond the tolerance capacity of the 
bactenaof the bactenal treatment well which 
is why the well is not functioning. This 
means that all the industries are dumping 
their untreated effluents at a single place, i 
e, at Pattancheru Environtech plant which 
lets out the hazardous chemical fluids into 
a subsidiary of the Nakkavagu river. The 
Andhra Pradesh Pol lution Control Board has 
clearly done little to 'police' the effluent 
treatment activity. 

Under these cirumstances OPDR demands 
that a high level technical committee should 
be appointed to investigate the functioning 
of the effluent treatment plant at Pattacheru 
and its report be published within three 
months. The board of directors, the managing 
director(s) and the chief executive officers) 
of the plant up to May 1996 should be held 
responsible for the malfunctioning of the 
plant <&nd they should be prosecuted in a 
court of law in accordance with the provisions 
of Environment (Protection) Act, 1986. All 
the companies that were sending concentrated 
effluents to the plant should be prosecuted 
as per the act. The Supreme Court should 
take steps to publish the full report of the 
Medak district judge, Lakshman Reddy so 
that the report is available to the interested 
among the people. The government of Andhra 
Pradesh, the Andhra Pradesh Pollution 
Control Board, the Pattancheru Environtech 
must own the responsibility for the environ¬ 
mental pollution in Pattancheru and its 
neighbouring areas. They should compensate 
the people adequately. 

C Bhaskara Rao 
V Narayana Rbddy 

OPDR, Hyderabad 
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More of the Same 


I F the budgetary and fiscal operations of the government in 
the post-reform period have established anything, it is that 
they have almost reached a dead-end. At the time of every 
budget, the finance minister and the senior bureaucrats of the 
finance ministry are the stars of a media blitz providing 
entertainment to the middle classes and promising the 
millennium to the masses. But it is a delectable dance with the 
hands and legs tied - so limited are the government* s budgetary 
options becoming, given the four or five heads of committed 
expenditure (interest payments, defence, internal security and 
civilian salaries and pensions). The bonds have been further 
tightened by the theological commitment to fiscal compression 
and by so-called lax reform which has been by and large 
another name for lowering taxes on the rich. 

"Despite the expectations generated by the rhetoric of the 
United Front government, there is little change from the 
Congress government’s five regular budgets in regard to the 
strategy of resource mobilisation or in the deployment of 
resources or in the tactic of shifting budgetary responsibilities 
to the financial system. Manmohan Singh’s budgets had cut at 
the roots of the development process. First, despite the desperate 
need for resources for development and for reducing the 
growing public debt, the centre’s gross tax revenue as 
percentage of GDP fell from 10.8 percent in 1990-91 to 10.2 
per cent in 1995-96. By contrast, the state governments, 
despite being closer to the electorate, managed to raise their 
tax to GDP ratio during this period. The buoyancy of the 
centre's direct taxes (from 2.1 per cent to 3 percent of GDP) 
is meagre considering the massive shift of incomes in favour 
of the corporate sector, arising particularly from their financial 
dealings, and the richer sections of society. Also, against this, 
the centre’s gross indirect tax to GDP ratio fell sharply from 
8.5 per cent in 1990-91 to 7,1 per cent in 1995-96. This has 
been the result of the slashing of customs duties to lower the 
rates of protection of Indian industry, which in turn has 
necessitated cutting central excises on not only capital and 
intermediate goods but also consumer goods. The outcome 
has been an unviable consumption-based strategy of 
development against a saving-based sttategy, the most 
ludicrous reflection of which is the permission to import gold 
and silver which is eating into domestic saving to the tune of 
Rs 16,000-18,000 crore a year (almost 1.5 to 1.8 per cent of 
GDP). 

Second, this approach to tax reforms has ruled out any 
worthwhile fiscal adjustment in the sense of reducing the 
revenue deficitand the gross fiscal deficit (GFD) and containing 


the growth of public debt. Almost all fiscal indicators, except 
the GFD to GDP ratio, have deteriorated as compared with the 
pre-reform period. The financing of the GFD with large 
borrowings from the mu'ikot (which have gone up from less 
than Rs 5,000 crore in 1992-93 to Rs 30,000 crore in 1994-95 
or over Rs 33,000 crore thereafter) at so-called market- 
related rates of interest has pushed up the centre's interest 
payments from Rs21,498 crore in 1990-91 to Rs 52,000crore 
in 1995-96 and to Rs 60,000 crore this year. About 58 per 
cent of the rise m the centre’s gross tax collections between 
1990-91 and 1995-96 has been absorbed by the rise in gross 
interest payments. 

Finally, on the expenditure side, apart from the rise in 
interest payments, increases in spending on defence, the 
police and para-military forces, pension for defence and 
civilian personnel and salaries (civil) have cut sharply into 
development and capital formation expenditures. In 1990-91, 
these five heads had absorbed Rs 49,803 crore (or 47.3 per 
cent) of the centre's aggregate expenditure of Rs 1,05,298 
crore, leaving Rs 55,495 crore for other developmental and 
non-developmental purposes. By 1995-96, the expenditure 
under these five heads had grown to Rs 1,00,344 crore or 54.8 
per cent of the aggregate expenditure of Rs 1,83,004 crore. 
Thus, while aggregate expenditure rose by 73.8 per cent in the 
five-year period, expenditure under the above five heads rose 
by 101.5 percent (against arise of 56 percent in the wholesale 
price index) and Che other expenditures by only 49 per cent. Of 
the total expenditure increase of Rs 77,706 crore, as much as 
Rs 50,541 crore or 65 per cent was absorbed by these heads 
and only Rs 27,165 crore or a little over one-third was 
available for other expenditure. 

It is by juggling this progressively declining balance that 
the Narasimha Rao government sought to create the illusion 
of serving the poor, particularly after the Congress Party’s 
1993-94 state assembly election reverses. The shuffling of 
expenditures under different heads without any significant 
increase in the total size has become a well known feature. In 
1993-94 the government had, for instance, increased with 
great fanfare the outlay on rural development including the 
poverty alleviation programmes by 56 per cent from Rs 3,613 
crore to Rs 5,621 crore; there were also some increases in the 
allocations for various social services. In fact these enhanced 
allocations were at the cost of the outlays on agriculture, 
physical infrastructure and industrial development. The 
allocation for the ministry of agriculture and co-operation, 
which rose from Rs 2,321 crore in 1990-91 to Rs 3,222 crore 
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in 1992#3* wflsrcducedfo1te2347cfttfem 
1993-94, it remained at Rs 2,373 crore in 
1994*95 and was again reduced toRs 1,997 
emit in 1995-96 The allocations for various 
infrastructure areas were likewise curtailed 
In the case of the railways, the allocation was 
reduced from Rs 1,935 crore in 1992-93 to 
Rs 960 crore in 1993-94 and Rs 1,150 crore 
in each of the next two years The allocation 
tor power which was Rs 2,666 crore m 
1990 91 was ieduced drastically to Rs 2,008 
cipre in 1991-92 and Rs 1,823 crore in 
1992-93 and has thereafter remained m the 
range ol Rs 2,300 crore to Rs 2,500 crore 
The allocation tor surface transport was 
similarly reduced in the first two years of the 
reform, though there has been some inc rease 
subsequently But the allocations tor the 
departments ot industrial development 
(general), heavy industry, steel and textiles 
have been substantially reduced and the 
burden of financing the plan expenditure has 
been shifted to the internal and extra- 
budgetary resources ot the public enter¬ 
prises and there have been persistent 
shortfalls in the plan outlays Total plan 
outlays which were 7 5 per cent to 8 per cent 
ol GDP in the second half of the 1980s had 
slipped to 6 9 per cent in 1995-96 Also, 
when the allocations tor the social sectors 
and employment programmes were raised 
during 1993 94 to 1995 96 this was done 
partly at the cost ot central assistance to state 
plans Such assistance was Rs 20,012 crorc 
(13 9 per cent of the centre s aggregate 
expenditure) in 1993-94 remained static at 
Rs 20,134 crore (12 4 per cent) in 1994-95 
and fell to Rs 19 071 crorc (10 4 per cent) in 
1995-96 

Against this background how does 
PChidambaram's maiden budget tare’ In 
the first place the pattern of expenditure- 
switching has been continued Though muc h 
noise has been made of the increases tn 
expenditure on agriculture and social and 
physical infrastructure the only four areas 
where notable increases have been made are 
(a) concessional sale ol decontrolled ierti 
Itsers (Rs 2 224 crorc), (b) an accelerated 
irrigation benefit programme lor the timely 
completion of projects (Rs 800 crorc) 
(c) nutrition support to primary education 
(Rs 800crore) and (d) a budgetary provision 
ot Rs 500 croic tor the proposed Infra 
structure Development Finance Company 
(IDFC) under the ministry ot finance True 
there is a higher allocation ot Rs 2 466 crore 
as central assistance for state and union 
territory plans tor the seven basic minimum 
service goals to be achieved by the year 
2000, including 100 per cent provision of 
salednnkwg water, 100 per cent coverage of 
primary health centres, umversalisation of 


primary eduction, feousit# 
extension of the mid-day meals scheme* road 
connections to all villages and habitations 
and streamlining of the public distribution 
system (PDS) targeted at families below the 
poverty line But these increases apart, the 
budgetary allocations under almost all the 
major heads turn out to be lower than in the 
previous year or in some cases show no 
increase The plan and non-plan allocation 
taken together for the department ot 
agriculture and co-operation, tor instance 
declines significantly to Rs 1 521 croic in 
1996-97 compared to the revised estimate of 
Rs 1 997 crore in 1995-96 1 he provision of 
Rs 6 437 crorc tor the major rural employ 
ment and poverty alleviation programmes is 
no higher than the revised estimate of 
Rs6 430 crore in the previous year 
Allocations for rural development and 
rural employment and poverty alleviation 
programmes grew at an annual rate of 30 
percent per annum*in the four years from 
1992 93 to 1995 96 (though at the cost of 
allocation for agricultural development) The 
corresponding increase in the Chidambaram 
budget works out to an inconsequential 4 7 
per cent 

Amongst the social sectors the only head 
to show a noticeable rise is education but this 
is almost entirely because of nutrition support 
to primary education in the torm of tree 
supply of foodgrains through local bodies it 
this programme is excluded the budgeted 
amount toi the department ot education works 
out to Rs 3 680 crorc against Rs 3 649 crore 
in the previous year It nutrition support to 
primary education and the allocation for 
irrigation are excluded the increase under 
the social sectors and rural development, 
including unemployment and poverty 
alleviation programmes works out to just 
5 8 per cent against an average of 22 per cent 
in the previous tour years Many major heads 
ot expenditure such as family welfare show 
no increase at all (Rs 1 550 crore dgainst 
Rs I 525 croic in 1995 96) 

In the intrastructure area except for sur¬ 
face transport where allocations have been 
increased by Rs 424 crore or 24 per cent (of 
which Rs 200 crore is budgeted support for 
the National Highway Authority ot India) 
outlays under other heads remain static For 
power tor instance, the budget has provided 
for an expenditure ot Rs 2 246 crore against 
the revised estimate of Rs 2,248 crore in the 
previous year For ports the allocation has 
been brought down from Rs 135 crore to 
Rs 116 crore Similarly, the outlay on 
development of basic and capital goods 
industries, which had been sharply reduced 
by 1994-95, shows no increase There has 
been a further cutting of the outlay on steel 


and tommies mdqsthoi, dtougb m T 
and heavy industries have received some 
additional allocation Surprisingly, there has 
been hardly any increase in the allocation 
for the small-scale industries department 
(Rs 941 crore in 1995-96 and Rs 952 crore 
m 1996-97) 

Except for such expenditure-switching, it 
is unlikely that the 1996-97 budgetary 
allocations will provide any impetus to 
growth Total expenditure at Rs 2,04,660 
crore will nse by 11 8 per cent dgainst an 
increase of 13 9 per cent m 1995 96 (RE) 
There has been a sharp deceleration trt the 
growth of non plan expenditure from 
18 5 per cent in 1995 96 to 11 7 pci cent in 
1996-97 and an acceleration in the growth ot 
plan expenditure from 2 8 per cent to 12 3 
per cent Likewise gtowth ot revenue 
expenditure is expected to slow down from 
17 5 per cent to 12 7 per cent and that of 
capital expenditure to go up 2 2 per cent to 
8 5 per cent On the face ot it these changes 
may appear to be on the right lines but it is 
the neglect of many important heads of 
agriculture and social and physical infra 
structure figuring undci non plan expenditure 
which has tilted the proportions in favour ot 
plan outlays in the form ot larger allocation 
tor irrigation projects contribution to equity 
capital of financial institutions like the IDFC 
NAB ARD and National Highway Authority 
and increased assistance to state plan out 
lays When the centre s plan and non-plan 
expenditures aic lecl.issified meaningfully 
into development and non development 
expenditure the structure of expenditure is 
unlikely to be seen to have moved in favour 
of development expenditure so as to arrest its 
declining share in total expenditure 

The budget also continues the practice of 
transferring budgetary responsibilities to the 
financial system For every major programme 
highlighted in the budget speech whether it 
is expansion of the share capital of NAB ARD 
or the Rural Infrastructure Development 
Fund (RIDF) or the setting up ot IDFC or 
increased assistance to smal 1-scale industries 
through SIDBI, a substantia] part of the 
responsibility has been cast on banks and 
financial institutions, whereas the funds 
earmarked from the budget are meagre 
While contributions from the RBI for the 
equity capital of NAB ARD or that of IDFC 
are reasonable the diversion of funds lrom 
priority sector lending by banks to aug 
menting the resources of the RIDF is clearly 
inadvisable Rural households require bank 
finance as much as they require rural 
infrastructure such as speedy completion of 
projects in areas like medium and minor 
irrigation, soil conservation and watershed 
management If banks are given room to 
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altfA ftm priority sector lending to ftaari* 
cmg state governments, the credit require¬ 
ments ot farmers are likely to suffer 
Scheduled commercial banks, including 
some public sector banks, are also likely to 
go slow on building their branch network 
and other infrastructural facilities for rural 
lending 

The financial allocations for development 
have continued to be meagre because the 
primary focus of the budget has been on 
reducing the fiscal deficit, together with a 
clear reluctance to widen the lax net The 
finance minister has taken satisfaction in 
restraining the revenue deficit m 1996-97 at 
Rs 31,475 crore or 2 5 per cent ot GDP 
against Rs 33 331 crore or 3 percent of GDP 
in 1995 96 The fiscal deficit is expected to 
fall from Rs 64,010 crore (5 9 per cent of 
GDP)toRs62 226 crore (5 percent) But the 
realisation of these macro goals hinges on 
many imponderables Despite the expected 
revenues from the budget s tax measures - 
Rs 912 crore under direct taxes Rs 950 crore 
under customs and Rs 760 crorc under union 
excise - gross lax icvenuc at Rs 1 29 453 
crore oi 10 4 per cent ol GDP against 
Rs 1 10 354 crore or 10 2 pei cent ot GDP m 
1995 96 is predicated on the assumption ot 
substantial tax buoyancy It is assumed for 
instance that customs revenue will go up 
from 3 26 pei ccntofGDPm 1995 96to 3 49 
percent in 1996-97, but the growth ot imports 
which was 29 per cent in dollar terms and 37 
per cent in rupee terms in 1995 % may not 
be sustained at such a high level this year 
Similarly, the budget assumes a growth of 
12 5 per cent in revenue from union excise 
dunes against 9 8 per cent m the previous 
year 1 he target of Rs 42 780 crorc from 
excise duties was not realised in 1995 96 
the actual realisation is expected to be only 
Rs4I OOOciorc The target ol disinvestment 
of PSU equity to the extent ot Rs 5 000 crorc 
is no less doubtful past experience in this 
regard the state of the capital market and the 
continued sluggishness of financial savings 
hardly inspire confidence Also in the past 
few years expenditure in particular non¬ 
plan expenditure, has been overshooting the 
budgeted levels In 1995-96totaI expenditure 
as per the revised estimates reached 
Rs 1,83,004 crore, a rise of Rs 10,853 crore 
over the budgeted figure As a result the 
gross fiscal deficit also exceeded the 
budgeted amount of Rs 57,634 crore by 
Rs 6,376 crore 

Budgetary operations in recent years have 
provided neither fiscal consolidation nor an 
impetus to growth and to augmentation of 
the social and physical infrastructure 
Chidambaram's budget, shorn of verbiage, is 
a continuation ot the same story 
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JD’s Dilemma 

THEdemandof the Bharatiya JanataParty to 
table in parliament the Ramesh Chandra 
report on the assault on Mayavati and the 
Bahujan Samaj Party and the Congress 
going the whole hog in support ot if have 
brought to a halt the negotiations going on 
behind the scenes between the BSP and the 
Janata Dal on the forthcoming UP assembly 
polls The JD has decided to "firmly back** 
Mulayam Singh while the BSP has made it 
clear that it will “have no truck” with the JD 
Ever since the Samajwadi Party and the 
BSP parted ways efforts to forge a united 
anti BJPalliance in UPhavecometo nought 
While the gain accruing tor the BJP horn this 
split i obvious i* is worth noting that the 
BSP has been increasing its strength despite 
the split While the vole shares ot theCongress 
and the JD have gone down and those ot the 
BJP ind the SP have remained stable the 
BSP has registered remat kable improvement 
It is thus natural for the JD as it is foi the 
Congress to sec if ii can revive its fortunes 
in the state by tying up with the BSP The 
members of the Uttar Pradesh JD nurse the 
grievance that Mulayam Singh has hijacked 
their base and an electoral alliance with him 
will further erode it By entering into an 
alliance with the SP lor the parliamentary 
polls theJD, instead of improving its position 
could only win two scats and garnerjust 4 per 
cent ot the total votes polled On the other 
hand Mulayam Singh s claim that the SP 
can on its own take on the BJP was proved 
hallow by the Lok Sabha election results 
There was discontent in the JD camp ovei the 
seat alloc ation for thL L ok Sabha polls Now 
the SP is not icady to part with more than 30 
40 scats to the JD in the assembly polls With 
the Congress BSP combine dangling the 
carrot ot 75 seats the JD through Sharad 
Yadav and C M Ibrahim has been trying to 
pursue the twin object! \ cs ot forming a united 
front against the BJP and at the same time 
reviving the party's prospects in the state 
The BSP’s, nut unexpected support to the 
BJP’s demand tor tabling the Ramesh 
Chandrareport which indicts Mulayam Singh 
Yadav for attacking Mayavati and man 
handling BSP MLAs on June 2 last year at 
the Mirabai Guest House in Lucknow seems 
to have convinced the JD that, whatever 
Kanshiram may say against the BJP, 
Mulayam Singh remains the BSP's pnme 
target Kanshiram has made no bones that 
the BSP atm£ to push Mulayam Singh to the 
third position in the assembly polls and is 
stngle-mindedly pursuing the objective ot 


expanding his party’s base by making useof 
other parties The JD is realising that any 
breakthrough with the BSP in UPcan only be 
at the cost of alienating Mulayam Singh, 
which will have senous consequences for 
the UF at the centre 

THE ECONOMY 

Budget and CMP 

FINANCE MINISTER Chidambaram does 
not tire of affirming his commitment to the 
Common Minimum Programme (CMP) of 
the ruling United Front a programme that 
he reportedly co authored In his post-budget 
interviews he has even asserted that his 
commitment to CMP is greater than to his 
present job 

But how much does Chidambaram s 
budget bear out his commitment to the CMP* 7 
The answer will depend of course on what 
one regards as the essential parts ot the CMP 
Is the promise made in the programme to 
pursue fast economic growth at over 7 per 
cent per year in the next 10 years in order to 
abolish endemic poverty and unemploy¬ 
ment ont oi its essential parts' 7 If so docs 
the budget make a senous attempt to create 
conditions for economic growth at this pacd 7 
A basic prerequisite of sustained ei onomic 
growth is investment True the finance 
minister does speak of the very poor state of 
our infrastructure We c annot as he puts it, 
sustain a 7 per cent growth (note the 
difference here with the CMP which promises 
over 7 per cent growth] unless we can 
revitalise these infrastructure sectors* True 
also that Chidambaram s budge t makes a 
tew proposals to rectify the situation among 
them the one to raise the target for loans by 
NABARD to the stale governments for 
complct on of projects in areas such as 
medium and minor irrigation soil con 
servation and wateishcd management from 
Rs 1 984 crorc in 1995 96 to Rs 2 500 crore 
in 1996 97 The budget however shows no 
recognition ot the imperative requuement 
for the economy to generate aggregate 
investment at levels much higher than at 
present if growth at 7 per cent or more is to 
be sustained 

In his post-budget observations Chidam¬ 
baram has referred to the ’sharp’ increase in 
the rate of investment to over 24 per cent of 
GDP, ignoring altogether the doubts raised 
in many quarters about the genuineness of 
the claimed increase in the rates of saving 
and investment Even assuming that the iate 
of investment has reached around 24 per cent 
of GDP, is that the rate by which the country 
can really sustain economic growth at 7 per 
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cent per annum or mom? The experience in 
east Asia, not just China, should open our 
eyes to the need for a sustained effort to 
achieve a much higher level of investment, 
of between 3S and 40 per cent of GDP. 

Here it is pertinent to refer to the CMP's 
high target of foreign direct investment - 
“the nation needs and has the capacity to 
absorb at leastS lObnayear as foreign direct 
investment". The actual mllow of FDI in 
1995-96 was well below $ 2 bn. On the 
assumption, far-fetched though it seems at 
thisstage, thatthecountry can start attracting 
PD1 at more than five times its current annual 
level, the need for generating larger domestic 
saving will still remain. At the very minimum, 
the domestic saving rate will have to be 
targeted at over 30per cent of GDP, assuming 
FDI inflow at the rate envisaged in the CMP. 
However, the budget and its proposals give 
hardly any indication that this need has been 
recognised. The only provision referred to in 
Chidambaram’s budget speech by way of an 
incentive to save is the one relating to 
contributions to the LKC’s new scheme of 
personal-cum-famiiy pension. The whole 
focus of the budget being on reduction of the 
fiscal deficit rather than on using the budget 
as an instrument to generate higher saving, it 
is reduction of government spending that 
becomes t lie centrepiece. And here the burden 
falls squarely on capital outlays. 

The provision for capital outlays in the 
current year works out to a mere 3.4 per 
cent ofGDP against 5.9 percent in 1990-91. 
The budget thus persists with the policy ot 
the past five ye.v of the government 
withdrawing from capital spending, the 
strong need for infrastructure investment 
notwithstanding. 

Judged by the requirements of the 
economic growth target of the CMP. this 
budget has little to contribute Of course, 
there are other major commitments in the 
CMP. It promises “to strengthen the forces 
of political federalism" and to meet this 
commitment the United From has undertaken 
not only to devolve powers and decentralise 
authority but also to appoint a high-level 
committee which will look into “the vital 
question of devolution of financial powers 
from the central government to the state 
governments". To what extent does the 
present budget make an advance in the 
direction of larger financial devolution? 
None at all, going by the total net fiscal 
transfers proposed to be made to the states 
during the year. Total net transfer to the 
state governments will amount to 4.83 
per cent of GDP this year, the same as in 
1995-96. The corresponding level of net 
transfers had worked out to 6 per cent of 
GDP in 1990-91. 


Chidambaram'sclito 

provision for the antfepoveity programmes 
does not stand scrutiny when one finds that 
the overall transfers to the states do not 
increase by even one decimal point. New 
programmes have no doubt been suggested, 
but at the expense of old programmes. The 
net result, as always, will be a decline for the 
simple reason that the establishment always 
takes its own sweet time to start implementing 
new programmes even as old programmes 
get junked. So neither will federalism get 
promoted by Chidambaram’s budget nor 
will the anti-poverty focus of the CMP get 
translated into concrete measures. 

Chidambaram may have won kudos for 
his first budget from political quarters that 
ought to have been much more circumspect 
and that may have pleased him no end, but in 
his heart of hearts he cannot be unaware that 
his budget fares very poorly in terms of the 
CMP score-sheet. 

INFRASTRUCTURE 

Systemic Faults 

LATE this week newspapers reported a near¬ 
accident in a densely populated section in the 
older part of Mumbai city. A young man had 
been nearly electrocuted through no fault of 
his He was only attempting to open the 
metalwork on a window, not knowing that 
the metalwork had been electrified because 
of unsafe and highly hazardous cable-work 
of the Brihanmumbai Electricity Supply and 
Transport Company (BEST), the old and 
highly regarded company which has been 
responsible for Mumbai's remarkable 
transport and electricity supply system. The 
incident, it turns out, was only one among a 
number that have occurred over the past 
months And the reasons are not far to seek. 
The company has chosen to stnng supply 
cables across the streets with no protective 
casing and no anchorage. As a result, cables 
tend to get detached, they break and make 
contact with pools of water or with the build¬ 
ing metal work making the entire area 
extremely hazardous. What is noteworthy as 
well as distressing is that this was not the 
work of small-time operators but was the 
responsibility of a company which has earned 
a well-deserved reputation for efficient 
operations. 

The incident isof significance in the current 
context for two reasons. One, existing 
facilities are under tremendous pressure, 
politically and for economic reasons, to 
provide services perhaps far beyond their 
capacity. In consequence, safety concerns 
fal I by the wayside. For instance, it is entirely 
possible that die cable work was not wcll- 


anchored because of space constants or 
because the urgency to provide the supply 
was such that norms were flouted. Or it may 
have been simply that the work was entrusted 
to contractors, as is the wont increasingly m 
many service organisations, who were neither 
safety-conscious nor safety-educated. In the 
coming years with the increasing socio¬ 
economic polarisation, and the deterioration 
in availability of everyday necessities or 
food, housing, water and electricity, there 
will possibly be an increasing demand for 
these articulated through local political 
satraps who in turn will make them felt on 
service providers. This pressure to provide 
services quickly will mean poor attention 
being given to design, planning and safety 
aspects. This is true not only ol electricity 
supply, but also water The deterioration of 
urban water supply is not only because ot 
increasing demand and the inability to cope 
with it, but because scarce resources are 
haphazardly allocated to provide quick 
services for influential new pockets of 
growth. 

Second, there is also a considerable lack of 
awareness of the hazards of electricity, a 
cultural and historical outcome of the 
development process, which affects not only 
its users but also its providers - workcis in 
the large companies which supply power, 
the small-tune electric contractois who lay 
the supply in residences and workplaces, as 
well as planners For instance, there is 
growing epidemiological evidence that living 
in the vicinity of high tension cables gives 
nse to a senes of health problems, irreparable 
damage to the eye, neuro motor damage and 
other more manifest but not entirely proven 
syndromes. And yet there is little attempt to 
even document this information in India nor 
even to take into account these studies m 
planning supply systems or urban develop¬ 
ment. Little attention is paid to safety in the 
training ot wiremen or in the process of 
issuing licences to electric contractors. Nor 
have the large supply companies attempted 
to educate the public. It is of course true that 
the rampant practice of drawing illegal supply 
lines and such other, which make for a high 
degree of n&k in the system, arc rooted in the 
larger complex of political and economic 
factors and are not a consequence of a lack 
of awareness of risk. But risk itself may 
become adequately profiled in the context ot 
education so that it can be tackled. This lack 
of comprehension and appreciation of 
modern technology and its products - 
electricity is after all one of the oldest of 
modem technologies - is bound to prove 
costly for third world societies in the coming 
decades of rapid 'globalisation' and the 
consequentdevelopment of the infrastructure. 
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CURRENT STATISTICS —- 


The monetised deficit appears to set new records each week, with the government's resort toad hoc treusury bills nsing by a phenomenal Rs 19,835 crore 
as on June 28. In the external sector, the current account deficit reached 1.7 per cent of GDP in 1995-96. The rupee depreciated vix-a-vis the US dollar 
by about 14 per cent over the year and has been ruling in the Rs 35.60-35.80 range in July. Even as per the TWER, in March 1996 the rupee stood depreciated 
over the year by 2.1 per cent in veal terms. The spiralling prices of bullion in the Indian market has hardly deterred demand for gold and silver. Imports of these 
precious metals, 375 tonnes of gold and 3.000 tonnes of silver in 1995, continue unabated canting a significant drain on domestic saving. 

Macroeconomic Indicators 


Weights July 6,_ Variation (Per Cent): Pomi-to-Point 

Index Numbers of Wholesale 1996 Over Over 12 Months Fiscal Year So Far 1995-96 1994-95 1993-94 1992-93 

Prices (1981-82 = 100) Month Latest Previous 1996-97 1995-96 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April I-July6,1996) 


Cost of Living Indices 
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5.4 

5.5 

3.4 

9.7 

11.9 

4.4 

5.4 

10.1 

327.6 

-1.1 

2.0 

11.9 

2.6 

-1 5 

-1.1 

15.5 

24.9 

-1.4 

10.7 

296.5 

0.5 

4.3 

1.9 

3.6 

- 0.1 

-0.1 

2.4 

13.1 

15.2 

57.0 

299.7 

0.2 

3.1 

10.3 

1.1 

3 1 

5.4 

10.7 

9.9 

7.9 

10.1 

285.5 

1.9 

2.4 

2.3 

4.8 

2.2 

0.3 

8.1 

12.3 

6.8 

27.5 

334.7 

0.7 

7.5 

4.4 

5.3 

3.0 

6.6 

10.6 

7.0 

5.8 

100.0 

304.6 


6.2 

10.2 

4.6 

6.0 

7.7 

10.9 

8.3 

10.1 


Latest _ Variation (Per Cent); Point-to-Point _ 

Month Over Over 12 Months Fiscal Year So Far 1995-96 1994-95 1993-94 1992-93 
Month Latest Previous 1996-97 1995-96 


Industrial Workers (1982= 100) 

Urban Non-Man Emp( 1984-85=100)* 26I.0 V 0.4 97 9.7 

Agri Lab (July 60 to June 61=100) @ 1431.3" 1.3 8.8 12.0 

@ Derived; based on linking factor between old and new series (1986-87=100) 



1.2 

9 3 

10.3 

2.8 

2.4 

8.9 

9.7 

9.9 

6.1 

261.0* 

0.4 

97 

9.7 

7.0 

7.2 

- 

9.9 

8.3 

6.8 

1431.3* 

1.3 

8.8 

12.0 

2.5 

1.2 

7.4 

10.6 

11.6 

0.7 


* For 1995-96 


Money and Banking (Rs crone)* 


June 21. 
1996 


Fiscal Year So Far 

Over Month 1996-97 1995-96 


Money Supply (MJ 623219 4890(0.8) 

Currency with Public 126801 -1657 (-1.3) 8548(7.2) 

Deposits with Banks 489451 5055 (1.0) 10642 (2.2) 

Net Bank Credit to Govt 274693 4843(1.8) 12025(4.6) 

BankCredittoComml Sector 338591 -1180(-0.3) -48(0,0) 

Net Foreign Exchange Assets 77342 1461 (1.9) 1932 (2.6) 

Reserve Money (June 28, 1996) 194427 1447 (0.7) 92 (0.0) 

Net RBI Credit to Centre 135710 4926(3.8) 16941 (14.3) 

Ad-hoc Treasury Bills 49280 5730 19835 

Scheduled Commercial Banks (July 5, 1996) 

Deposits 442411 5410 (L2) 10066(2.3) 

Advances 251451 725(0.3) -649 (-0.3) 

Non-Food Advances 239830 1220 (0.5) -2479 <-1.0) 

Investments 169020 1439 (0.9) 4879 (3.0) 

* Based on March 31 figures after closure of government accounts, except for 
March 29. 1996. 


22721 (3.8) 
8548 (7.2) 
10642 (2.2) 
12025 (4.6) 
-48 (0,0) 
1932(2.6) 
92 (0.0) 
16941 (14.3) 
19835 


5285(1.0) 
9823 (9.7) 
-8104 (-1.9) 
11534(5.2) 
3398(1.2) 
-3095 (-4.1) 
13906 (8.2) 
15882(16.1) 
12965 


1995-96 


69696(13.1) 
17464(17.3) 
52176(12.2) 
40252 0 8.1) 
48984(16.9) 
-514 (-0.7) 
25056 (14.8) 
19855(20.1) 
5965 


1994-95 


78617(17.4) 
18806 (22.9) 
58956(16.0) 
16325(7.9) 
44991 (18.4) 
23298 (44.3) 
30608 (22.1) 
2130(2.2) 
1750 


1993-94 


73307 (19.3) 
14170(20.9) 
57925 (18.7) 
28855 (16.3) 
17161 (7.5) 
27674(110.9) 
27892(25.2) 
260 (O.g) 
6300 1 


-8254 (-2 I) 45486 (11.8) 53630 (16.1) 52144 (18.6) 

900 (0.4) 40540 (19.2) 40638 (23.8) 11566 (7.3) 

-2242 (-1.1) 43024 (2L6) 37797(23.4) 8875(5.8) 

3055 (2.0) 14887 (10.0) 14172 (10.5) 28641 (26.9) 

1995-96 (full year) and 1996-97 where the banking data relate to 


Index Numbers of Industrial Weights February Fiscal Year So Far _ Average for Full Fiscal Years _ 

Production (1980-81=100) 1996 1995-96 1994-95 1994-95 1993-94 1992-93 1991-92 1990-9] 1989-90 


General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


Capital Market 


100.0 302.5 279.8(12.4) 249.0(9 ?). 252.9(9.0) 231.1(5.6) 218.9(2.3) 213.9(0.6) 212.6(8.2) 196.4(8.6) 

11.5 298.7 259.3(7.4) 241.4(7.6) 247.8(7.1) 231.2(3.4) 223.7(0.6) 222.5(4.5) 221.2(6.3) 211.6(7.9) 

77 I 298.3 274.2(13.9) 240.8(9.9) 244.6(9.4) 222.3(5.5) 210.7(2.2)206.2(-0.8) 207.8(8.9) 190.7(8.6) 

11.4 334.6 337.7(8.3) 311.7(8.7) 314.6(8.5) 290.0(7.4) 269.9(5.0) 257.0(8.5) 236.8(7.8)219.7(10.9) 


July 19, Month Year 1996-97 So Far 

1996 Ago Ago Trough Peak Trough Peak 1995-96 


BSE Sensitive Index (1978-79=100) 376300.6) 

National Index (1983-84=100) 1710(8.8) 

BSE-200 (1989-90=100) 384(6.3) 

NSE (Nov 5, 1995=100) 1119 

Skindia GDR Index (April 15, 1994= 100) 82(-1.5) 


Foreign Trade May Cumulative foi 


Exports; Rs crore 
US $ mn 
Imports: Rs crore 
US S mn 

Non-POL US $ mn 


19080(26.1) 
5510(14.4) 
21751 (36.0) 
6282 (23.4) 


3925 3402M7.3) 
1791 1572(-I9.2) 
398 361 (-26.0) 
1157 

82 83(-l8.6) 


15128(27.1) 106465(29.3) 
4815(27.0) 31831 (21.4) 
15994(31.3) 121647(37.1) 
5091 (31.1) 


1996-97 So Far 


End of Fiscal Year 

Trough 

Peak Trough 

Peak 

1995-96 

1994-95 

1993-94 

3367 

4069 

2826 

3584 

3367(3.3) 

3261 (-13.7) 

3779(65.7) 

1549 

1835 

1304 

1691 

!549(-3.5) 

I606M2.2) 

1830(79 2) 

345 

413 

289 

385 

345 (-6.3) 

368M8.2) 

450(92.3) 

1107 

1196 

_ 

- 

- 

- 

- 

79 

90 

61 

91 

79(1.3) 

78 

- 

1995-96 


1994-95 


1993-94 

1992-93 

1991-92 


121647 (37.1) 
36370(28.7) 
29214 (29.6) 


82330(18.4) 
26233(18.3) 
88705(21.8) 
28251 (21.7) 
22538 (29.1) 


69547 (30.4) 
22173 (20,4) 
72806(15.7) 
23212(6.8) 
17456 0 0.6) 


53688(21.9) 44042 (35.3) 
18537(3.8) 17866 (-1.5) 
63375(32.4) 47851 (10.8) 
21882(12.7) 19411 (-19.4) 


Balance of Trade: Rs crore -2070 

US $ mn -596 

-2671 

-772 

-866 

-204 

-15182 

-4539 

-6375 

-2018 

-3259 

-1039 

-9687 

-3345 

-3809 

-1545 


July 12, 

July 14. Mar 29. 



Variation Over 



Foreign Exchange Reserves 
(excluding gold) 

1996 

1995 

1996 

Month 

Ago 

Year 

Ago 

Fiscal Year So Far 

\m-vr-msM 

1995-96 1994-95 1993-94 

1992-93 

Rs crore 

US $ mn 

62999 

17750 

62506 

19748 

60051 

17128 

3026 

672 

492 

-1998 

2947 -3522 

622 -1068 

-5977 1 

-3688 

IKfBgi 


,1.My 27, *996 


4 


1995 











External Sector 


March _For March 


Exchange Rate of Rupee 

”T5%~ 

i«te5 

1995 

1994 

1993 

1992 

1992 

1991 

1990 

1989 

1988 

36-Country TWER (!985«100): 

(Based on FEDAI rates within brackets) 
Nominal 

Real 

(39.50) 

<61.86) 

(41.43) 

(63,20) 

(41.43) 

(63.20) 

(44.99) 

(63.55) 

(44.94) 
(59 15) 

(43.87) 

(56.53) 

49.89 

64.24 

64.Q8 

72.69 

75.52 

78.7 

73.43 

77.52 

79.82 

84.56 


March-end Monthly Average Annual Average Kates 

Exchange Rate of Rupee __ Rates _ . 


(Rupees per US dollar) 

July 26 
1996 

Month Year 1996 |955 

Ago Ago 

1994 1995 1994 

1994-95 1993-94 

1992-93 

1991-92 

Official/RBI Reference Rates 



31.37 31.37 31.37 



25.97 

24.47 

Market/FEDAI Rates 


EiHEiB&HB 

31.37 31.37 31.37 



30.65 

- 

Foreign Aid (Rs crore) 

1995-96 

1994-95 

1993-94 1992-93 

1991-92 

1990-91 1989-90 1988-89 

1987-88 

Net Aid Receipts 

4159 

4871 

6175 

6159 

5319 

5421 

3181 

2595 

2460 

Net Aid Inflow* 

-673 

463 

2124 

2188 

1514 

2717 

1347 

1101 

1218 

* net of amortisation and interest payments 










Tourism 

1995-96 

1994-95 1993-94 

1992-93 

1991-92 1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

Tourist Arrivals ('000s) 

2184.0 

1907.0 

1871.3 

1820.8 

1781.9 

1613.7 

1765.0 

1619.3 

1513 5 

1491.9 


(14.5) 

(i.*) 

(2.8) 

(2.2) 

(10.4) 

(-8.6) 

(9 0) 

(7 0) 

(1.4) 

(~) 

Foreign Exchange Earnings: (Gross) 











Rs crore 

9394.7 

7323.8 

6509.0 

6060.0 

4892.0 

2613.0 

2386.0 

2054.0 

1856.0 

1607.0 


28.3 

12.5 

7.4 

23.9 


87.2 

9.5 

16,2 

10.7 

15 5 

35 2 

US $ million 

2735.0 

2325.0 

2074.9 

2092.5 

1984.6 

1456.5 

1433.0 

1418.5 

1431.0 

1257.4 


17.6 

12.1 

-0.8 

5.4 


36.3 

1.6 

1.0 

-0.9 

13.8 

29.4 

Bullion Prices 

WfUBITJI 

Month 

Year 

March March 

March 

March 


March 

March 

March 


■i 

Ago 

Ago 

1996 

1995 

1994 

1993 

■ 

1991 

1990 

1989 

Bombay Gold (Rs/lOgm) 

5139 

5085 

4685 

5171 

4680 

4611 

4082 

4443 

3440 

3140 

3140 

London Gold (VOz) 

384.50 

385.05 

385.80 

396.75 386,70 

387.35 

330.34 

344.64 

363.39 

393.66 

390.27 

Spread over London (per cent) 

16.4 

17.4 

20,3 

18.1 

20.0 

18.0 

21.9 

36.1 

53.4 

44.8 

61 ^ 

Bombay Silver (Rs/Kg) 

7050 

7136 

6679 

7311 

6335 

7159 

5492 

8050 

6663 

6464 

6755 

London Silver (VOz) 

5.03 

5.17 

5.17 

5.53 

5.18 

564 

3 63 

4.50 

3.97 

5 07 

5 79 

Spread over London (per cent) 

22.1 

22.4 

28.0 

19.8 

21.3 

25.9 

49 1 

8K.9 

171.8 

131 5 

133 9 

Imports 

1996 1995 

1995 

1995 

1995 

1995 

1994 

1994 1994 1993 1992 

1991 

(Official/ Clandestine: Tonnes) 

(Jan-June) Total 

0. 

Q, 

q 2 

Q. 

Total 

Q, 

Q. 



Gold: Import 












Official 

42.0 240.3 

50.0 

58.0 

65.3 

67.0 

178 4 

57.3 39 4 114.0 95.3 

na 

Total 


- • 375.3 

83.8 

91.8 

99.1 

100.8 

327.5 102.5 72.1 304.4 360.9 

150.0 

Silver: Import 


3000 

na 

na 

na 

na 

2802 

na 

na 3575 1750 

1360 

Balance of Payments: Key Indicators (US $ million) 










1995-96 

1994-95 1993-94 1992-93 1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 


(QB) 

(QB) 

(QE) 









Exports 

32430 

26857 

22700 

18869 

18266 

18477 

16955 

14257 

10420 

12646 

9463 

Imports 

39445 

31672 

23985 

23237 

21064 

27915 

24411 

23618 

19816 

17740 

17298 

of which: POL 

7156 

5928 

5650 

6100 

5364 

6028 

3719 

2885 

3117 

2200 

4076 

Trade balance 

-7015 

-4815 

-1285 

-4368 

-2798 

-9437 

-7456 

-9361 

-7170 

-7320 

-7835 

Invisibles (net) 

1930 

2191 

970 

842 

1620 

-242 

616 

1364 

2317 

2758 

2967 

Non-factor services 

-68 

-494 

777 

1128 

1207 

979 

- 

- 

- 

- 

- 

Investment income 

-4487 

-3905 

-4002 

-3423 

-3830 

-3752 

-2928 

-1711 

-1337 

r-978 

-776 

Pvt transfers 

6150 

6200 

3825 

2774 

3783 

2069 

2281 

2653 

2698 

2329 

2305 

Current account 

-5085 

-2624 

-315 

-3526 

-1178 

-9680 

-6841 

-7997 

-4853 

-4563 

-4845 

Capital account total (net) 

2166 

7381 

9183 

4254 

4754 

8402 

6100 

7116 

5777 

4616 

3998 

External assistance (net) 

996 

1250 

1700 

1859 

3037 

2210 

J856 

2216 

2258 

1414 

1369 

Commercial borrowings (net) 

82 

1029 

1252 

-358 

1456 

2249 

1777 

1894 

989 

1967 

953 

IMF (net) 

-1710 

-1146 

191 

1288 

786 

1214 

-877 

-1069 

-932 

-526 

-207 

NRI deposits (net) 

1365 

847 

940 

2001 

290 

1536 

2403 

2510 

1419 

1291 

1444 

Rupee debt service 

-963 

-1050 

-745 

-878 

-1240 

-1193 

- 

- 

- 

- 

- 

Foreign investment (net) 

4077 

4895 

3745 

585 

154 

68 

- 

- 

- 

- 

- 

FDI (net) 

1981 

1314 

620 

344 

154 

68 

- 

- 

- 

- 

- 

Other flows (inct e and o) 

-1681 

1556 

1735 

-243 

271 

2318 

938 

1442 

-731 

-101 

474 

Reserve use (- increase) 

2919 

-4757 

-8868 

-728 

-3576 

1278 

740 

1001 

738 

573 

577 


Note*: (i) Superscript numeral denotes month to which figure relates, e g. superscript * stands for September, (ii) Figures in brackets arc percentage 
variations over the period specified or over the comparable period of the previous year. - means not available. 
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COMPANIES 


EPW Research Foundation 


CHEMP1 AST SANMAR 

Higher Sales 

CHEMPLAST SANMAR a Sanmar group 
company and one of (he leading players m 
the domestic poly vinly chloride (PVC) 
market closed the financial year ended March 
1996 with a sales turnover ot Rs 380 crore 
up by 32 percent lrom Rs 288 crore recorded 
in the previous year Other income was up 
by 10 per cent lntcicst costs rose by 87 per 
cent Provision tor depreciation was up by 
211 per cent while that tor tax was down 
by 42 per cent 1 he company ended up with 
a net protit ot Rs 68 crore a use of 106 per 
cent from Rs 33 crore lecorded in the previous 
year The company has issued a bonus ot 
2 3 and recommended a dividend ot 40 per 
cent tor the ycai under review The satistac 
toiy pertormancc according to P S Jayaram 
executive director (linincc) is attributable 
to the substantial savings in input costs by 
judicious purchase ot imported tecdstock 
and lower prices ot molasses higher price 
realisations ot products md the protitable 
operations ot the shipping business 
The PVC division iccordcd production 
and sales ot 43 351 million tonnes and 
43 773 million tonnes Revival in inter 
nation il c rustic prices led to highci "cili 
sations tor the caustic chlor division The 
realisations at tnc solvent division were 
higher than in the previous year 
1 he shipping division acquired three more 
bulk earners taking the total to live The 
company s tied ot h vc dry hulk carriers was 
employed prolit ibly dunng the year Rising 
demand tor the vessels coupled with lowci 
operating c osts c ontnbuted to the improved 
pertormancc Weight earnings during the 
year stood at Rs 55 croie 

1 he Mettron division chalked up a record 
sales ot 1 966 tonnts per annum including 
the 1 249 million tonnes ot ret rigt rant gases 
that Chemplast exported during the year 
Melkem Silicon the wholly owned 
subsidiary which suffered in 1995 on 
account of dumping ol silicon wa*crs alter 
impon duties were lowered was metged 
with the holding company in April 1995 and 
aided by the levival ot international prices 
the division was able to muster a 11 pei cent 
increase in value ot sales 
A capacity expansion plan from the current 
48 000 tonnes per annum (tpa) to 60 000 tpa 
at its PVC plant is at an advanced stage and 
is to be completed soon At its caustic chlor 
division the company commissioned three 
fuel based gensets with a total capacity ot 
18 mw at the cost of Rs 38 crore which is 
to be completed by the end ot the third 
quarterof the current financial yeai A project 


tor increasing capacity to manufacture 
chloromethanes to 25 000 tonnes per annum 
i s expected to be completed dunng the c urreni 
financial year 

1 he Sanmar group is planning to set up 
a factory in Madras in a joint venture with 
Dragoto Gcrberding AG Germany tor the 
manufacture and marketing ot fragrances 
and flavours in India The company plans 
to diversify into textiles and a joint venture 
with a foreign partite? tyr the production of 
high count cotton kniifog yarn is being 
planned Later it plans to go in for the 

manufacture ot knitted fabrics 

* 

CADBURY INDIA 

Growing Market 

Beginning its Indian operations in 1948 w ith 
importing cocoa based food drinks 
chocolates tood products etc Cadbury lndfa 
started growing cocoa on a commercial 
scale in 1977 in parts ot southern India The 
first plant tor production of chocolates and 
malted foods was set up in Thane followed 
by a plant at Punt m 1982 83 and another 
one in Malanpur Madhya Pradesh in 1989 
As ol December 1995 52 08 pei cent of the 
company s paid up capital was held by 
companies and corporate bodies 1091 per 
cent by financial institutions with the rest 
being shared between mutual funds 
nationalised banks loreign investors and 
individual shareholders 

Cadbury notched up a sales turnover of 
Rs 235 crore toi the fiscal year ended 
December 1995 which on an annualised 
basis works out to a rise of 20 pei cent the 
results for the ytdr ended Decembci 1995 
being for a nine month period Cadbury was 
aided in this by the contribution from Perk 
which added substantially to the volumes 
Other income registered a fall ot 23 percent 
Raw material costs inc reused by a whopping 
63 per cent on accoun of an increase in cost 
ol cocoa beans cocoa buttet and cocoa 
powder including imported milk powder 
with the problems being compounded by fhc 
high packaging costs and short supply ot 
milk Interest costs were up by 36 per cent 
Piovision tordepre lation moved up by 120 
per cent on account ot the heavy capital 
expenditure at thecompany s Malanpur plant 
while that for tax moved up by 55 per cent 
rhe (ompany ended up with a net profit of 
Rs 20 crore an mnualiscd increase ot 55 
fer cent over R* 10 crore recorded in the 
previous year A dividend of 55 per cent 
has been coupled with a bonus issue of three 
shares for every five held the third since the 
company went public in 1979 The com 
pany s exports to Bangladesh more th hi 


doubled dunng the year Exports to West 
Asia grew by 20 per cent The first time 
exports ot Bournvita to Burma were good 
and indicate good luture prospects 
In the chocolates segment Cadbury is a 
market leader with a 75 per cent share of 
the Rs 250 crore market In confectionery 
with 15 per cent Cadbury comes a close 
second behind Nestle which leads with 22 
per cent In the malted foods segment the 
company s Bournvita has a market share of 
17 pei cent the major player in this segment 
being Smithkline Bcecham which has a 
market share ot 70 per cent 
Concentrating on chocohtcs md 
contectionery the companv has itlennlicd 
sugar conlcclionurv as us thrust irea 
Company officials expect to cater to this 
segment cither through the comp my s own 
production t lulilies orlhiough a thud paiiy 
contract Plans ire also on to increase the 
capacity at its Malanpur plant tioni 10 OIK) 
tonnes to 15 000 tonnes The company has 
expanded capacities at its Pune pi mt at an 
expense of Rs 30 trorc which an to he 
funded by internal accruals 
The company successtuly implemented 
its voluntary retirement scheme To sue im 
line opci ltions further the company has 
lied up with WIPRO BTas its comumcation 
partner for implementing its WAN to 
conned the head office with the regional 
offices and even its remote plants 
C adbury Schweppes India its wholly 
owned subsidary has signed up with IFB 
Agio as its bottling Iranchistc in Calcutta 
considered one of the biggest growing 
markets in the country to launch its aer ited 
drinks Besides bottling Canada Dry Crush 
and Schweppes Lemonade the company is 
simultaneously launching the products in 
convenient packaging cans 
C adbury h&k entered into a strategic 
alliance with Unilever that will enable them 
to use each othc r s popular food brands in 
India Under this agreement Unilever is to 
launch the populai 5 star brand ice cream 
in India 1 tkewisc Cadbury is also tree to 
use the Walls ind othei Unilever food 
bunds fot its chocolate range 
The scenario in the chocolate industry is 
attractive with the consumption of chocolates 
in India being minuscule compared to Europe 
and the US The c hocolatc market is expected 
to touch 1 lakh tonnes by the year 1997 A 
lot depends on infrastructure facilities like 
slot age transportation and power as well as 
on cxiisc duties and improvement m 
distribution channels with advertising and 
promotion of newer products playing an 
important role The company is gcanng 1 1self 
to tacc competition from Nestle and the 
expected entry ol a number of new firms 
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The Week's Companies 


(Rk lakh) 


Financial Indicators 


Chemplast 


Cadbury 

India 


Cable Corporation 
of India 


March 

1996 


Income/appropnations 

1 Net sales 17997 

2 Value of production 17245 

I Other Income 997 

4 Total ou owe 18242 

5 Raw matenals/stores and 

spares consumed 11606 

6 Other manufacturing expenses 6565 

7 Remuneration to employees 1518 

8 Other expenses 1814 

9 Opeiaung profit 12719 

10 Interest 1759 

11 6r/m profit 9618 

12 Depreciation 2112 

II Profit before tax 7128 

14 Tax provision 495 

15 Profit after tux 6811 

16 Dividends 810 

17 Retained profit 6021 

Liabilities/assets 

18 Paid up capital 1861 

19 Reserves and surplus 25654 

20 Long term loans 11489 

21 Short term loans 421 

22 Of which bank borrowings 0 

21 Gross fixed assets 47026 

24 Accumulated depreciation 10212 

25 Inventones 1791 

26 Total assets/lidbilities 67615 

Miscellaneous items 

27 Excise duty 7269 

28 Gross value added 16721 

29 Total foreign exchange income 70 

10 Total foreign exchange outgo 6295 

Key financial and performance ratios 

11 Turnover ratio (sales to total 

assets) (%) 56 2 

12 Sales to total net assets (%) 59 9 

11 Gross value added to 

gioss fixed assets (%) 15 6 

14 Return on investment 

(gross profit to total assets) (9f) 14 1 

15 Gross profit to soles 

(gross margin) (51) 25 4 

16 Operating profit to sales (9fr) 11 5 

17 Profit before tax to sales (*K) 191 

18 Tax provision to profit betorc tax (%) 6 8 

19 Profit after tax to net worth 

(return on equity) (*<) 21 1 

40 Dividend («*) 40 00 

41 Earning per share (Rs) 17 88 

42 Book value per share (Rs) 76 4 

41 P/L ratio (based on latest and 

corresponding last yeai s price) 7 2 

44 Debt equity ratio 

(adjusted lot revaluation) (5f) 1115 

45 Short term bank borrowings 

to inventories (5?) 0 0 

46 Sundry creditors to 

sundry debtors (%) 68 I 

47 Total remuneration to employees 

to gross value added <%) 21 2 

48 Total remunctation to employees 

to value of production (%) 9 5 

49 Gross fixed assets formation (96) 76 2 

50 Growth in inventones (%) 19 01 
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294 
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9825 
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11 
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15 6 
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57 4 
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25 1 

14 1 
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82 

172 
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14 1 

25 1 

92 

216 

16 5 
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28 4 

142 

14 5 

139 
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7 0 

20 4 

19 6 

47 6 

25 1 

22 5 

188 

22 0 

125 

26 2 

94 

40 00 

55 00 

15 00 

50 00 

40 00 

18 95 

15 87 

7 69 

14 82 

8 62 

100 8 
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61 1 

111 1 

91 4 

6 I 
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89 
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- 

24 2 

- 

47 6 

- 

- 
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CABLE CORPORATION OP INDIA 

Expansion and 
Diversification 

The first cable manufacturer in the country 
to have obtained the ISO 9000 accredition 
Cable Corporation of India (CCI) with a 20 
per cent share of the power cable market, 
is one of the leading manufacturers ot power 
cables in the country Being the only company 
in the country to manufacture extra high vol 
tage fEHV) cables of 210 HV in technical 
collaboration w uh Mitsubishi C able Corpora 
tion ol Japan its competence lies in the manu¬ 
facture of extra high medium and low voltage 
power cables The company offers total cable 
service from concept to commissioning 
CCI closed the year ended March 1996 with 
a sales turnover of Rs 182 ciorc up by 27 per 
cent from Rs 14*1 crarc ret orded m the previews 
year Other income was down by 8 per cent 
There was a reduction in interest costs to the 
tune of 21 per cent FYovision for depreciatioif'' 
was up by 11 per cent while that for tax moved 
up by a whopping 167 per cent This massive 
increase notwithstanding the co npany ended 
up with a profit of Rs 12 cron up from Rs 
8 crore recorded m the previous yeai Adividcnd 
ol 50pei cent has been declared by the company 
Hitherto involved in the marketingof cable 
accessories of reputed companies the yc ir 
under review saw the company commence 
marketing ot transformers to the industrial 
sector CCI manufactures EHV medium 
voltage cables and cross linked polythene 
cables at its Bonvili unit An expansion plan 
to be completed by Decembci this year at an 
estimated cost of Rs 20 crore is under way 
Another expansion plan on the anvil involves 
an expenditure of Rs 49 crore on its unit near 
Nashik for the manufacture of low tension 
polyvinyl chloride (PVC) power cables with 
an installed capacity of 10,700 kms The pro 
jeet is to be operational by March 1997 To 
fund the two projects, thecompany lsentenng 
the capital market with a secured redeema 
ble partly-convertible debenture issue 
According to Hiten Khatau, CCI chairman 
and managing director, the demand for power 
cables is expected to rise by about 20 per 
cent owing to the additional demand for 
power generation and transmission m the 
public and private sectors The demand 
from the industrial sector is also expected 
togtowataroundlOpercent Thecompany s 
expansion plans seem well timed to take 
advantage of this scenario 
The company has declared its plans to 
diversify into telecommunications cables and 
talks arc on with the leading international 
players including Mitsubishi The latest 
technology and participation in project equity 
is what the company is looking for from its 
foreign partner CCI proposes to promote an 
associate company for the venture which is to 
have an estimated investment ot Rs 100 crore 
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RANDOM REFLECTIONS 


Savings and Investment: Some Issues 

A run Ghosh 


The steep increase claimed in domestic saving from 21 4 per cent of 
GDP in 1991-94 to 24 4 pet cent in 1994-9 5 raises some questions 
which call for explanations from the CSO and the RBI First , part of 
the rise in saving represents me in speculative inventory holding and 
so cannot be said to reflect improved health of the economy and 
buoyant y of investment Second, a significant part of the higher saving 
represents saving out of the sharplx increased remittances from Indian 
\\otkeis from abroad in 1994-95 Such saving, while part of national 
saving cannot be considered part of ‘domestic ' saving 


THE* latest data on India s national income 
savings and investment raise numerous issues 
which need a clarification Unfortunately, of 
late the discourse between official data 
sources and private researchers has reached 
such a low ebb that the latter can only raise 
such issues through journals like the EPW 
The Economic Survey Update published 
by the UF government gives the latest 
estimates (for 1995-96) which involve partial 
revision of the Quick Estimates lor 1994- 
95 and Advance Estimates lot 1995-96 
released by the CSO m February 1996 The 
Update however, contain more vanegated 
data, and it would obviously be necessary 
to refer to both sets of data while raising the 
issues that need to be explained by the 
authorities responsible tor the estimates 
The Update gives the growth of the GDP 
at 7 per cent in 1995 96 with a break up of 
agncultural growth at 2 4percent industnal 
growth at 11 7 per c ent and growth of services 
output at 7 per cent Incidentally the 
(February) estimate of the CSO indicated 
an increase in the GDP by 6 2 per cent in 
1995-96 (over 1994 95) Presumably the 
CSO has sharply levised its figures upwards 
between February and July Sine e the indices 
of agricultural and industrial production 
(given in the Update) indicate growth rates 
of 0 9 per cent and Yl 4pei cent respectively, 
the growth ot ‘gross value added (or the 
GDP) at 7 per cent is possible and seems 
to indicate a sharp turnaround in the terms 
ot trade in favour of agriculture That is 
certainly possible though it does not 
necessarily mean a reduction of poverty 
Years back M L Dantwala had staled that 
in India a decline in food prices is a sure 
index of a decline in poverty The Update 
talks of a deceleration in the prices of primary 
articles , to 4 1 per cent in 1995-96 as 
compared to 12 7 per cent m 1994-95, but 
the latest Statistical Supplement to the RBI 


Bulletin indicates isolJunel5 1996 an 
increase ot 7 7 per cent (over the year) in 
cereals prices and ol 13 4 per cent in the 
price of pulses compensated by a decline of 
11 3 per cent in the prices ot fibres and no 
change in the prices of crude petroleum and 
natural gas For the poor one should talk 
of ‘food pnees , not of the pnees ot ‘primary 
products 1 , and indeed the decline in fiber 
pnees would have hit some sections of 
agriculturists (not compensated by any 
decline in textile pnees) These arc wholesale 
prices, and even the Update acknowledges 
that the increase in the cost of living index 
has been significantly higher than in the 
wholesale price indeA I aH us leave it at that 
because that is not the theme ot this essay 

1 he two really startling figures to he noted 
in the present context are (a) the steep 
increase m domestic saving from 21 4 per 
cent of the GDP m 1993 94 to 24 4 per cent 
of the GDP in 1994 95 a jump ol three 
percentage points m one yeai and lb) an 
increase in the Gross National Product b> 
6 7 per cent in 1994 95, as compared to the 
GDP growth of 6 3 pci cent I ct us go over 
the latter issue first 

1 he difference between the GDP and the 
GNP arises from the net factor income 
from abroad 1 he lIpdate gives two c rue tal 
figures in this context not contained in the 
CSO data (a) ret investment income 
during 1993-94 »s a negative balance of 
$ 4 billion, which got reduced to % 3 9 
billion in 1994 95 and (b) private transfers 
from abroad (remittances tiom Indian 
workers abroad) increased from $ 3 8 billion 
in 1993-94 to $ 6 2 billion in 1994 95 The 
sum total ot net laciot income trom abroad 
was (-) $02 billion in 1993-94 which 
became <+J $ 2 3 billion in 1994-95 

This is the obvious explanation for the 
steep increase in the GNP This magnitude 
is calculated by adding to the GDP the net 


factor income trom abroad (including 
remittances from Indian woikers abroad) 
So tar the estimates appear to be quite clear 
But ihen there arises a curious dilemma for 
the national accounts estimate! Much oi 
these private transfers is saved (only pait 
being consumed by the t ainthes of the migrant 
Indian workers) and these savings obviously 
get reflet led in various financial assets held 
by the families of Indian workers abroad 
Thus thesavingsansingfiomiht icmilt ince 
ol S(> 2 billion (in 1994 95) would base got 
absorbed in the estimate of gross domestic 
saving (In fact this is true of ill years) 
These savings can he deemed to be part ot 
national saving bainot as apart oi domestic 
saving 3 hesc savings did not arise is a 
result ot production and income generation 
in India 

The CSO cannot answer the crucial 
quest'on that arises in this context It is the 
Reserve Bank of India which prepares the 
estimate of financial saving (of households 
and corpoi ate bodies) And the Rest r ve Bank 
should attempt at least some estimate (maybe 
through the authorised dealers m foreign 
exchange who report the figures ol these 
remittances) of the deployment of these funds 
It is possible that a large part of such 
remittances is kept with the rec lpicm banks 
as term deposits oi invested in other financial 
assci^ (like UT1 units) through the same 
banks A sample survt v of nnjor accounts 
based on remit am escould help unravel this 
magnitude 

Itivaditflculttask anvhow twoqucstions 
need to be firmly answered T irst arc ihc 
GNP figures inclusive ol these pnvate 
translers trom abroad Secondly it so how 
would savings arising from (best savings he 
part ot domestic saving’ 

Tht latter is a crucial question because 
much is made of the sleep nsi m domestic 
saving in recent vturs In fact it follows that 
oui estimate of domestic saving is shown 
to be higher than it should be has in tact 
been higher than the actual all along That 
is an important conclusion because wc seem 
to be labouring under some illusion in regard 
to the level of domestic saving If the GDP 
is assumed (in 1994 95) to be % 258 billion 
(derived from the ftgures ot exports in 
dollars given m the Updatt as a pen entage 
of the GDP at 8 4 per cent in oidci to avoid 
the problem oft on verting the C SO estimates 
into US dollars because ot exchange late 
Hue tuatums) and l f 50 per c cm of the workei s 
remittances from abroad (or around $ 3 1 
billion) is assumed to be saved domestic 
saving would go down by 1 1 percentage 
|X)int in 1994-95 or to 23 I per cent of the 
GDP 
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A second important issue arises 
'Households’ in national accounts include 
all unincorporated enterprises One cannot 
blame the national accounts statistician the 
required data in respect ot unincorporated 
enterprises arc just not available That would 
not pose too much ot a problem normally 
hut in 1994 95 the problem becomes a 
formidable one Again, look at the data 
contained in the Update (sec the table) 


Taui t Savings and iNvrsTMFNi 
as Pruc cntaoi- o» GDP 
(at current market price) 



1995 94 

1994 95 

(1) Gross domestic saving 

21 4 

24 4 

(2) Gross domestic capital 

formation 

21 6 

25 2 

(5) Gross fixed capital 

formation 

21 5 

22 5 

(4) Change in stocks 

(-X>2 

<+)<)6 


One should take a second look, the increase 
in fixed capital tormation in 1994-95 (over 
199 *-94) is by one percentage point The 
inflow of external saving has increased from 
0 2 percent of the GDP to 0 8 pci cent (That 
is also corroborated by the balance ot 
payments data separately given in the 
Update ) But two points become relevant 
First the domestic savings data include the 
saving, as seen cailicr, from the remittances 
from Indian workers abtoad they are not 
part ot domestic saving, though they are 
icttainly a part ot national saving Wc have 
already seen that if naif ot the workers 
remittances (ot Ik 6 2 billion) is saved it 
would he some 1 1 pci cent ot the GDP in 
1994 95 In other words almost the entue 
increase (ot 1 per cent) in gioss fixed 
investment would piobably have been 
financed out of remittancesot migrant Indian 
workers abroad 

That is ot com sc, hypothetical and based 
on the assumption that halt ot the 
remittances trom migrant Indian woikcrs 
ahioad is saved by then families (who 
receive these tomittances) But a second 
important point arises Iroin this table 
and this cmcigcs from rows 2 and 5 of the 
table The figure ot changes in stock 
taken as changes trom the picvious year 
as given in row 4 is curious and is in tact 
an obvious erroi 1 he difference between 
Gross Domestic Capital Formation and 
Gross Fixed Capita! Formation represents 
the changes in stocks So obviously, there 
is something curiously wiong in row 4 
of the table It would be seen from ows 
2 and * (oveiall capital tormation and 
fixed capital tormation) that the gross 
investment m inventories *as 0 1 percent 
ol GDP tn 199 *-94 howsoever small, it 
was a positive tigure How then could 
change in stocks (row 4) he a negative 
figure in 199* 94' 


There are two possible explanations The 
first is that tor estimating the changes in 
inventories, the CSO takes the available data 
on actual physical inventories (e g with the 
Food Coiporation ot India with corporate 
bodies - in value terms - as indicated by 
the RBI balance sheet analysis othci data 
on stocks as available, e g, lor steel cement 
and the like) By and large, these data would 
indicate teal stock changes even tor 
corporate bodies to the extent they adopt 
uniform systems either LIFT) oi FIFO, tor 
recording inventory changes But then that 
should be clearly noted, and not shown 
along with est i mates of investment at current 
prices The other plausible explanation 
appears to be that since the CSO takes the 
saving figure as the ’controlling total’ it 
might be directly estimating the changes m 
stocks with government (especially the Food 
Corpoiation of India) and with the corporate 
sector (as per the RBI balance sheet analysis) 
and assumes fixed capital toimation to be 
a residual total But the CSO has no way 
ot estimating slocks with private trade In 
any case as per the estimates given hy the 
CSO (in rows 2 and *) invcntoiy changes 
would be a positive figure in 1995-94 and 
the figure m row 4 must be an erroneous 
estimate derived independently 

In any case as per rows 2 and 5, the 
incremental inventories wereO 1 percent ot 
the GDP in 1995-94 and 2 7 pci cent ol the 
GDP in 1994 95 In other words the totality 
ot inventories held by government, corporate 
business houses and unincorporated enter 
prises increased significantly in 1994 95 

How much ot this was hy unincorporated 
entei prises ' Wc do not know perhaps the 
CSO might be able to shed some light on 
this datum hy publishing the incremental 
inventory holdings by government and by 
corporate business (the balance being by 
unincorporated enterprises) We know that 
food stocks held by the FCI went down in 
1994-95 One can only guess and say that 
inventories held hy trade must have gone up 
during the year 

That iscntnely plausible In an inflation 
aiy period inventories tend to increase 
because thereby unmerited holding gains 
can he made 

The important point to note here is that 
to the extent this inventory increase is on 
account ol trade and of unincorporated 
enterprises, sue h inventories account tor pan 
ot the increase in savings, now credited to 
‘households So the ‘boom in household 
saving anses perhaps trom unincorporated 
enterprises 

Indeed, tf we deduct from the increase in 
saving the entire percentage of saving 
presumably invested in inventories, that is, 
2 7 percentage points, the overall (net) 
increase in saving would be a mere 0 4 per 
cent of the GDP Taking cognisance of 


savings trom the remittances of Indian 
workers abroad, what really is the position 
ot household saving'' 

Some increase in inventory would ot 
course be warranted at a time ot increasing 
production Savings would be needed to 
finance inventoncs But to the extent that 
these are speculative inventories in the 
expectation ot making ‘holding gams that 
docs not reflect improved health oi the 
economy increased buoyancy ot investment 
and saving, but only the diversion ot savings 
for speculative holding gams 
In any case, gross fixed capital tormation 
increased from 21 5 per cent ot the GDP tn 
22 5 percent in 1994 95 It imported saving 
(to the tune of 0 6 per cent ot the GDP) were 
to be deducted that would imply only 21 9 
per cent of the GDP as the fixed investment 
out of domestic saving (including savings 
out of remittances ot migi ant Indian workers 
abroad) Since such remittances were roughly 
2 per cent of the GDP it is anybody s guess 
what the status of domestic saving really 
was 

Both the CSO and the RBI owe an 
explanation to private research workers on 
the issues raised Certainly two explanations 
are clearly needed First why is iht figure 
of net changes in inventories during 199* 
94 negative in the table' Why not show net 
changes in inventories (at cuuenl prices) as 
a percentage ot the GDP' (The net increase 
shown foi 1994 95 at 0 6 per cent is way 
out ot the figure derived by deducting fixed 
capital formation horn overall capital 
formation which then indicates invcniotv 
increases to he 2 7 pci tent of the (iDP ) 
Secondly if as seems like!) GNP 
increases an the tcsuIi ol laigc icmittanccs 
from Indian woikcrs abroad why ts this 
ncvei acknowledged 9 And u It / arc domestic 
savings then estimated inclusive ot savings 
out ol such transfers trom abroad ' They arc 
certainly part ot national savings but not 
of domestic savings 
The point is of crucial importance because 
in discussing the health ot the domestic 
economy we must restrict ouiselves to the 
domestic production structure to 
domestically generated incomes 
And finally, significantly we must note 
that net remittances of investment income 
to foreign nationals was $ 5 9 billion in 
1994-95 and $ 4 5 billion in 1995-96 {ude 
hi onomte Survey Update , Table on Balance 
of Payments Key Indicators) When wc go 
gaga about the total foreign investment of 
$ 4 1 billion in 1995-96 (of which DF1 was 
less than % 2 billion), we must also remember 
the payment liability we are taking on. already 
at $ 45 billion in 1995-96 
But this essay is essentially concerned 
with raising questions Would the CSO oi 
the RBI care to explain the anomalies in the 
estimate of saving' 
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COMMENTARY 


Continuity with No Change 
Budget 1996-97 

K S Krishnaswamy 

Sadly , Chidambaram s mixture of continuity with change is so heavily 
loaded with continuity that change remains confined to the wrap of 
oratory All the talk of courage companion, social justice and so forth 
means little as long as the hasu economic philosophy of this government 
temains much the same as that of its predecessor 


CONCLUDING the budget speech 
P Chidambaram hoped that his maiden 
efloit at budget making had blended in the 
right proportions - courage and compassion 
retorm and restraint and growth and social 
justice He certainly seems to have pleased 
the members ot the United Front at least at 
tnst blush How they will react when they 
look at the nitty gutty ot the vai ious icvenuc 
and expendituic measures detailed in the 
budget documents lemains to be seen Be 
th it as it m iy at least the ( ongiess Party 
will be pleased as punch even alter mulling 
over the details Save tor some dilteiencc 
in phr iscology and politu al packaging this 
could easily be called the latest budge' ot 
Manmohan Singh Notsurpnsing since much 
ol the galhciing ot bricks and cementing his 
heen done by Uil same old experts m lilt 
fin nice ministry and the IAS with some 
assistance trom the RBI and Raja Chclliah 
C hidambaram has in other words 
remained steadfast on the ct irsc ot 
economic relotms and liberalisation Some 
could claim thit he had no alternative hut 
would he havt done other wise an> way y Alter 
ill in his previous av itar in the C ongtess 
ministry he was amongst the strongest 
advocates ol liberalisation privatisation and 
market tPwndly policies He made no secret 
of it and Dcvc Gowda knew all this prior 
to picking him as the finance minister 
Moreover Dcvc Gowda as chiel minister ot 
Karnataka was also sold on the C ongress 
government seconomic philosophy and was 
caget to extend the benefits of liberalisation 
to agriculture It is therefore no surprise that 
continuing the reform programme comes as 
the first ot Chidambaram s seven broad 
objectives Concern for the poor and so forth 
come later The wonder is how the Lett 
parties have quickly fallen in line 
But let us return to the Budget 1996-97 
Given his seven broad objectives - continuing 
economic reforms providing basic minimum 
services to the poor ensuring broad based 
growth in agriculture industry and services 
to achieve high employment ensuring fiscal 


prudence and mac to economic stability 
A nhancing investment especially in infra 
structure strengthening key interventions in 
human development and viability m balance 
ot payments-thi I inance minister has sought 
to addiess three priority challenges in this 
budget These are the fiscal challenge tht 
intrastructuie challenge and the employment 
and poverty alleviation challenge in that 
order The m'dsuics he intends to take to 
meet the first two challenges are explicit 
enough though judgments may ditfei on 
their adequacy or ippropnateness But 
exactly how the challenges ot employment 
and povertv alleviation are to be met is not 
clcai Apparently Chidambaram pins his 
faith on growth in gene ral and some specific 
programmes of additional credit inflow into 
the agriculture and small industries sectors 
not merely to absoib the excess labour force 
in these sectors but to take the presently 
unemployed ovci the poverty line Acccle 
rated grow th and I manual sector reforms are 
amongst the mainc omponentsot the panacea 
lordeVeloping i outlines recommended under 
the Washington Consensus Five years of 
that progiammc hoc apparently yielded 
higher rales ol gioA/th but exactly how 
unemployment his come down or how 
poverty ol nearly a third ol the population 
has been alleviated remains unrecorded and 
unverified What is so new m the present 
finance minister s proposal' that we should 
exptcl differently 1 

Modern industry the world over is charac 
tensed by a sunstitution of capital md 
technology tor labour and consequently by 
jobless growth C hidambaram says he has 
no use lor such growth since creation ot 
additional employment is an essential clement 
ol the CMP The Update of the honomu 
Sut\is IV95 96 presented by him to 
parliament last week makes a special point 
otpromoUng employment intensive growth 
- rapid hniad based, labour intensive 
gi owth is the surest route to alleviating pover 
ly and giving dignity and voice to the poor* 
So tar so good But what does the Budget 


1996-97 actually do to promote employment- 
intensive growth 1 Chidambaram s budget 
speech is singularly devoid ot any explicit 
reference or discussion ot the employment 
situation and ot the incentives he provides 
to promote labour intensive production ot 
goods and services at the required cl lie lcncy 
level How then does he expect to make a 
significant impact } 

Since agriculture small scale industnes 
and services are the sectors where additional 
job opportunities can be expected to arise 
in a substantial measure we really have to 
take a close look at what the finance mimstci 
proposes in these areas Take agriculture the 
responsibility tor which rests principally with 
state governments Chidambaram s proposals 
to benefit agnculturc const st of the following 
(a)NABARD spatd up share capital is raised 
lrom Rs 500 crore to Rs 1 000 crore with 
the government providing Rs I (X) c rore and 
RBI contributing Rs 400 crore (b) the Rural 
Infrastructure Development Fund (which is 
really funded by commercial banks who have 
not done their full pnonty sector lending) 
will be further augmented and amounts loaned 
to states tor infrastructure projects (c) 
provision on a matching basis ot additional 
loans to stales ot Rs 900crore tor accelerating 
the completion of large and multi purpose 
irrigation protects (d) promotion ot state 
level agricultural development finance 
institutions by NABARD for financing 
floriculture horticulture agro processing 
industries etc using high technology 
(e) RBI to promote new private local area 
banks and (f) subsidisation ot the purchase 
of power-tillers and small tractors and 
enhancement of the subsidy on spnnklei ind 
diop irrigation from 50 per cent to 75 per 
cent with women, SCs/STs and small and 
marginal farmers being entitled to a higher 
subsidy ot 90 per cent 

Apart from the provision ot Rs 900 crore 
lor (aigc iingation projects and the subsidy 
on power tillers and tractors the rest of these 
mcasuics are essentially a draft on the RBI 
and the banking industry Establishment ot 
new private sector banks in local areas can 
onl) divert whatever savings Regional Rural 
Banks arc mobilising rather than augment 
aggregate savings Irrigation projects do ot 
course provide some additional employment 
opportunities tor unskilled construction 
labour but how much and of what type 
largely depends on the contractors building 
those facilities Inanycvcnt large and multi 
purpose irrigation projects tend to be highly 
capital intensive and have very little local 
multiplier eltect on n in taim business 
activity in the rural sector except by way 
of expenditure on locally produced con 
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sumables Finally subsidiesfoi power tillers 
and small traitors «e being enhanced in the 
name of small and marginal farmers 
Chidambaram s concept of a small or 
marginal farmer is obviously at variance 
with that of most people and his faith in 
credit as a genu alorof new economic acu v ity 
of a susiainablc type is immense' Otherwise 
he would noi have palmed off this rei ipe lot 
employment intensive growth in the 
agricultural sector - except on the likes of 
his bemused prime minister whose bias 
towards large farmers and commercialisation 
of agne ulturc is welt known 
None of his proposals will in i cal ity benefit 
the small farmers nor ensure that the growing 
labour force in the rural sector will be 
absorbed by agriculture C outran)) they will 
strengthen those who are interested in 
acquiring land from small and marginal 
fai mers in the name of consolidation c hange 
osertocommeicial tiops 01 setting up agro 
processing industries Such interests arc 
already busy exciting pressure on several 
stalt governments to undo whatever land 
reform legislation they might have under 
taken so that land ceiling laws arc repealed 
and tenancy conditions altered to legalise 
absentee ownuship Altogether il there are 
an> i hanges in the agricultural sector that 
follow this budget they will contribute to 
less ralhei than more absorption of labour 
in 1 aiming operations 
Is then the solution to rui al unemployment 
sought in augmenting not (ai m employment 
in small scale industries of all kinds and 
in services > Undoubtedly the scope in these 
areas lor addition tl employment is large - 
provided laboui absorption is kept in view 
as a principal objective However as in 
tespect of agriculture pros lsions tor small- 
scale industry in the 19% 97 Budget are also 
limited to a maiginal extension of SIDBI s 
opeiations and extending support to public 
oi private venture capital fundsdedu ated to 
the financing of smill scale industries 
Lxpcndilurcs ol all these oiganisations may 
leave the fiscal deficit unaltered but they are 
nonetheless a draft cm the pool of pnvate 
savings and have to compete with more 
powcitul bonowers in the public and private 
sectors More importantly pnvate venture 
capital funds can turn out to be the means 
by which large scale mdustiy takes over 
small scale units toi tax oi other benefits 
and alters then capital laboui ratios quite 
advcistlv One has really to look lor other 
spentu measures that the United Front 
government might take to enlarge thit part 
of the small sc ale sutoi whu h is truly labour 
intensive ind which hopefully tl so enhances 
labour productivity measuiably 

I urn to the services Successive Human 
Development Reports have biought out 
vividly tlw cnnimous leeway we have to 


make up in education, health, sanitation, 
housing and so forth to attain even the 
minimum levels of a civilised community 
Tht CMP has also defined the objectives 
(taigets 9 ) to be attained by the year 2000 
and despite Chidambaram s frequent 
references to his total commitment to these 
ob|uLives his positive contribution is hmi 
led io an additional outlay of Rs 2 466 c rore 
on centrally sponsored schemes (CSS) There 
cannot be a more cruel joke on the Janata 
Dal tnd other politic al parties who have for 
long clamoured lor an end to this token of 
central suzerainty over states I he finance 
minister s economic and administrative 
federalism consists of giving the slates some 
flexibility in the implementation of these 
ccntially sponsoicd schemes Here was an 
opportunity tor him to show that he was not 
just a camp follower of his predecessor and 
dispense with this pernicious system 
altogether He could have |ust transferred 
resoui es to the stale governments with the 
injunction that lump sum transfers of an 
equivalent size* be made to pane hay at 
institutions to meet their community service 
expenditures according to local needs and 
preferences 1 his could have made a world 
of difference to increased local employment 
in services It is a pity that he has not made 
such a break trom the past, and has only 
enhanced the budgets of several central 
government departments - which in a truly 
federal system, just do not have a faiwn 
*1 etre 

It bears repetition that as long as one is 
wedded to the Washington brand of 
hberalis ition the spread effects of GDP 
growth will be confined to a trickle-down 
process What this may do cx ante to poverty 
alleviation is less obvious than what it does 
current! y to enlarging disparities - regionally 
and mtra and inter sectorally Social justice 
equity or whatever else one may call it 
becomes squarely the function of fiscal 
policy Ihe preoccupation ol this finance 
minister like that of his predtccssoi, re 
mains fiscal lorietium essentially through 
limiting public expenditure disinvestment 
m public enterprises and some gathering of 
extra budgetary resources In the 1996 97 
Budget he has ol course resorted to some 
gentle taxation of the corporate sector and 
imports almost with an apology to the 
business and middle classes for making 
them pay what they should have paid any 
how t>n equity considerations - indeed m a 
much longer measure Bur this does not 
constitute an equity-oriented reform ot the 
lax system 

By failing to assert its needs as a develop 
int! country during the GATT negotiations, 
India has constricted itself enormously on 
tariff and countervailing excise duty policy 
Lvcn so for a linancc minister who is intent 


on gathering additional revenues, there is 
enough scope to enlarge current revenues 
sufficiently to offset any increased ex 
penditure for benefiting the poorer classes 
More so when GDP growth is high and 
salaries allowances commissions and profits 
in the large scale industry commerce and 
financial sectors arc ridiculously large Much 
latger yields could also be obtained trom 
income taxes il only the many exemptions 
and concessions to individuals and corpora 
lions are withdrawn and exemplary punish 
ment imposed speedily on tax evadeis 
Instead he has confined himself to levying 
the Minimum Alternative Tax (MAT) on 
zero proht companies (ot which lisco is a 
good example) and complicating the I inane c 
Bill further When will our linancc ministers 
recognise that in matters ot lax ition the 
more exemptions you grant lor one puiposc 
oi another the better it is tor tax evaders and 
tax administrators f Since unlike permits 
and licences taxes c mnot be abolished in 
the name of liberalisation be t onlv reduced 
the sensible wav io cul back expenditure on 
tax admmistiation and to iaisc yields would 
be to simplify gieallv tax laws and deal 
mercilessly with lax evadeis Unfortunately 
the buiijuciats will noi pcimu the loimcr 
and the politicians the I utei It is i moot 
question how much of each of these is 
combined in the present finance mmislci' It 
is about lime that oui policy make is recognise 
that in a country as pool as India it is 
ridiculous that somebody with an annual 
income of Rs 60 000 will henceforth pay no 
income tax at all So is the laci thu large 
agricultural incomes go scot tree in v lrtually 
all states while they afford a convenient 
loophole tor urban lax pavers Tax gimmicks 
have never been an cf tec live means ot 
promoting personal savings especially undei 
conditions of vigorous consumerism Nor is 
ihe halving of the sure harge on corporate lax 
from 15 per cent to 7 S per cent lustilied as 
either an offset to MAT oi an incentive to 
better compliance Against the background 
of growing income disparities in both urban 
and rural areas (and as between urban and 
rural areas) giveaways under direct taxes 
make no sense if budget policy has to have 
a redistributive effect 
Mercifully, the finance minister has 
refrained from doing additional damage 
though higher excise on petroleum products 
(except LPCj and kerosene) contrasts 
unfavourably with reductions of excise on 
toothpaste glassware etc and with reduced 
import duties on raw materials components 
and parts for electronic industries He makes 
great point ot the fact that in garnering 
additional revenues trom central excise he 
has left most ot the essential articles of 
consumption untouched However this is 
neither new not adequate Hikes m freight 
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rates as well as in the prices of petroleum 
products are bound to affecUhe general price 
level adversely, especially with an actual 
revenue deficit of Rs 33,331 crore m 1995- 
96 (RE) and an expected revenue deficit of 
Rs 31,475 crore and a fiscal deficit ot 
Rs 62,266crore m 1996 97 (BE) The finance 
minister and his expert advisers themselves 
estimate the likely inflationary effect of all 
this at 6-7 per cent in the coming eight 
months - which most likely is a conservative 
estimate in other words, despite his anxiety 
to present a budget tilted towards benefiting 
the poor Chidambaram has been unable to 
avoid taxing them indirectly to that extent 
It will of course be argued that a good pan 
of public expenditure will directly benefit 
the poor So it may as far as intentions are 
concerned But from past experience doubts 
remain whether the basket of poverty 
alleviation measures will in reality protect 
the weaker sections sufficiently against the 
ravages ot inflation 

Altogether, Chidambaram has opted for 
continuity rftther than change The basic 
elements ol the structural adjustment pro 
gramme (SAP) as envisaged way back in 
1991 92 continue to govern his budget policy 
The latest budgel aims at bringing the 
agricultural sector mote explicitly under the 
SAP srcgimc Inmfrastructuicdevelopment 
imgalion is added to education health and 
social ueltarc tor joint financing by theccntral 
and slate governments through budgetaiy 
allocations But financing other mfrastruc tuie 
development becomes the responsibility ol 
the yet to be established Inirastiuchire 
Development finance Company (1DFC) 
with contributions fiom the central govern 
mem RBI and othci financial institutions 
As in respect ot agriculture and small scale 
industry the buck is passed on once again 
to the fmanc la) sector - all ot whic h evidence 
continuity rather than change Irom the 
previous government s policies With regard 
to public enterprises, the policy ol dis 
investment continues - the Disinvestment 
Commission being no more than a sifting 
device As we have seen above neither 
expenditure policy nor tax policy shows that 
any new ground will be broken by this 
government under Chidambai am’s financial 
management All that talk ot change, 
compassion, social justice and so forth means 
little as long as the basic economic philosophy 
of this government remains much the same 
as that of its predecessor Change requires 
a different conception of objectives and 
means, ot the relative roles of the state and 
the market It requires specific recognition 
in policy ot values besides the rate of growth 
of the GDP, of other elements that constitute 
the 'good life For society as a whole, faster 
GDP growth could well be a necessary aid 
to the attainment of the good life by the 


masses, but it cannot be a substitute, an end 
in itself Mahbub ul Haq sums it all up nicely 
m the D T Lakdawala Memonal Lecture he 
delivered earlier this year at the Institute of 
Social Sciences, New Delhi 'The basic 
purpose of development is to enlarge people s 
choices In principle, these choices can be 
infinite and change over time People often 
value achievements that do not show up at 
all, oi immediately in income or growth 
figures greater access to knowledge, better 
nutrition and health services more secure 
livelihoods, security against crime and 
physical violence satisfying leisure hours 
political and cultural fieedoms and a sense 
of panic i pa non in c ommunity activities The 


THE first budget presented by the United 
1 font government was a disappointment on 
many counts 1 he lirsl budget of any elected 
government is usually understood as a tone 
setter tor its policies during its term ot 
governance But this budgel docs not provide 
any new tone Rather it attempts to remain 
attuned to the same set of values related to 
political economy which marked a distinct 
break from the past when the union budget 
tor 1991 92 was presented in the Lok Sabha 
on July 24 1991 The play on words, changes 
in nomenclature, use ot semantics and some 
superficial alteiations here and there had 
failed to conceal the reality of essential 
values adhered by that budget That these 
values have pushed the country deeper into 
the quagmire of non development has been 
shamelessly glossed over even when the 
relevant facts arc not unknown (Table 1) 
The five-year period (from 1991-92 to 
1995-96), known also as an era of the New 
Economic Policy (NEP), shows a distinct 
decline m the rates of growth of production 
and employment in organised' sector as 
compared to the immediately proceeding 
five years, i e, 1986-87 to 1990-91 (or pre 
NEP period) The increase m rate of inflation 
and of declinb in the rupee value against the 
US dollar during NEP period has been 
injurious to the Indian economy in many 
way* 1 The situation, taken a.> a whole was 
even worse dunng the NEP penod than during 


objective of development is to create an 
enabling environment tor people to enjoy 
long, healthy and creative lives " It is not 
enough that these conditions are created for 
a minority at the top. they should reach down 
to the lowest of the low - who for millennia 
have silently suffered sickness, ignorance, 
depn vation and di scnmination Our develop¬ 
ment policies of the last half century have 
made but little difference to their economic 
social, cultural or political choices It is in 
this regard that changes m policy are needed 
badly Sadly, Chidambaram s mixture of 
continuity with change is so heavily loaded 
with continuity that change i emains cont ined 
to the wrap of oratory 


First Five Year Plan which had a lower rate 
of saving net inflow of investment and net 
domestic capital formation than the NFP 
penod (Table 2) 1 he First Plan repiescnted 
the formative stage ot development planning 
in India I he bureaucratic control ovci the 
economy w t* less pionounced people were 
more enthused and more involved in the 
development process though firm control 
was maintained over torcign exchange and 
imports While a foreign trade deficit cou.d 
not be avoided it temaincd low I he 
Nehruvian development model which 
remained in vogue from 1956 57 to 1990 
91 was yet to take firm theoretical and 
operational shape which shilled the emphasis 
trom agriculture to industry and blocked the 
rapid geographical expansion ot irrigation 
Foreign aid was still to become the kingpin 
ot development Therefore, foreign debt and 
also the neo colonial exploitation on account 
of interest payment on foreign debt remained 
low It was expected by many that the United 
Front government would take note of these 
tacts and use its first budget to toll back the 
injurious policies The least the budget pro 
posals could have done was to incorporate 
a very generous funding ot geographical ex 
pansion ot irrigation and more direct 1 unding 
ot pane hayats A'strong centre and a strong 
country' are not one and the same thing 
The set of budget proposals, as it is has 
also no potential to make any dent on the 


Union Budget: Neglect of Employment 
in Organised Sector 

Pradhan H Prasad 

The most disappointing aspect of the United Front's first budget is its 
neglect of the problem of the sharp decline in the rate of growth of 
employment in the organised sector which is at the root oj rising social 
and political tensions and the growth of caste and communal politic s 
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inflationaiy ptessures ptc\ailing in the 
country In spite of its stress on target oriented 
employment progiamines (including liberal 
I maneing of sell employment st hemes) there 
is hardly anything wlm h would step up the 
lapidly declining iatc ol employment 
geneiation in the oiganiscd sectoi ol the 
economy 1 he present combination of caste 
based and religion based politic siscsscnlially 
rooted in the declining talc ol cmphn.nent 
in the oigamsed sectoi paiticulaily in the 
governmental sector The governmental 
sectoi is presently responsible foi about 70 
pci cent ol the employment in the organised 
sector 

It was the work and influence ol Chustian 
missions relati\el\ nunc m south than in 
north which wot king ihmugh expansion ol 
l nglish education nianilesied itself in the 
phenomenon ol siaicity ol government fobs 
in the eaily dec .ides ol the 20th centuiy l his 
was oiu ot the mam reasons toi the anti 
brahmin movement in southern India (ol 
course, aided and abetted by British 
imperialism in puisuit ot its logic ol di\ ide 
and rule ) This got reflected in the form ot 
job reservation in government services and 
became the precuisot ot job icscivation foi 
scheduled castes and schiduled tubes in the 
Indian Constitution But then passions did 
not mn high over this issue because in the 
1950s (i e between I95() and I960) the 
annual average employment giowth in the 
governmental sectoi exceeded IS pet cent 
Its decline to a growth rate of about 6 per 


cent per year during 1960 6S also was not 
viewed with much concern But when in the 
next 20 years it reached an avciagc yearly 
growth ot about ^ pci cent the issue ol 
reserv ation ingoveinmentjobs sui faced with 
some venom and added dimensions Some 
nottli Indian stales piovidcd job reservation 
tor the middle castes in then governmental 
sectois terming U as a step towards social 
justice This slowly hut steadily pushed upper 
caste Hindus into the fold ol an upper caste 
domin lied party now known as the Bharatiya 
lanal.i Parly (BIP) which has surfaced on 
account ot the Hindu backlash following the 
lintsci mg process ot appeasement ol Muslims 
m the politics ot votes I he job icseivalion 
issue and concomitant caste and communal 
politics continued to dominate the Indian 
scene while the ical issues ol progiess such 
as policies lor lapid expansion ot jobs 
One ludmg sell employment) in the organised 
sector took a back seal Therefore the rate 
ol giowthol employment in the governmental 
sector and also in the organised sector taken 
as a whole continued to decline In the 
governmental sector employment giowth 
was on an average 1 7 per cent per year 
during 1985 90 The heightened pressure by 
the middle castes fciced the Janata 
govei nment at the centre ui accept job 
icscivjiiun toi the middle castes also in the 
central services I he turbulence that lollowcd 
wasnevei witnessed earlier on this issue But 
at the same time it also caused 
disillusionment particularly among the 


middle and lower castes, because the average 
annual employment growth m the 
governmental sector continued to decline 
and was 0 5 per cent for the live years from 
1991 to 1995 and was negative in 1995 
Ignorant ot the faci that the employment 
growth has drastically declined, the potential 
beneticiancs ot job teservatton feel that they 
have been cheated This gets reflected in 
BJP s gains at the cost of lanata Dal in some 
areas in the recently held 11 th Lok Sabha 
elections The change perceptible within a 
gap ol about one year between Assembly and 
Lok Sabha elections in Bihar is a pointer to 
(he tact 

Is not then the complete neglect ol 
employment generation in the organised 
sector in the budget a disappointment 1 The 
participation of one of ihc communist parties 
in the United From government and the 
support by the other to it further add to the 
disappointment because accotding to Marx 
and Engels in the C ommunist Manifesto the 
communist parties have over the great mass 
of proletariat the advantage of dearly 
understanding the line of match the 
conditions and the ultimate genual results 
of the proletarian movement Aic the parties 
ot the l eft aware ot all the tacts c ited ub<>\ e ’ 
Do they fully understand the dynamics til 
the political economy ot India ; 

Notes 

1 Piadh in H Pi isad Dynamics of Ni o C oloiu.il 
T xplmt ition I 1 onomu and Politu til Wttkh 
Match 21 1996 

2 Ibid P 719 In order lo ensure an increasing 
foreign trade ddicit British Indi i was 
pjilitionul and dial iKo linidsi haired ind 
hosiilitv vo as lo promote in urns race at an 
l vc i iiu leasing pace British India hade ii|oycd 
a surplus on foreign trade auounl I inm 19lx 
lo 1946 surplus remained the charadeiisiic 
feature of Bntish India except fordic yc ir 194s 
when it sutlcicd a trade deficit ol Ks 0 7 uoic 
whereas the toial uirplus amounted lo Ks H2 
ciorc Bui then Ihc yeui 1946 47 v^iincssed i 
deficit of Ks IX crone which continued to increase 
ye ar af icr year adding lo our foreign deht hurdon 
and the concomitant dehl servicing 
Employment in the government sector actually 
declined in 1995 
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Defining Union Worit 1 

Vi^ndn 

A recent ruling of the Bombay High Court on the right of a worker to 
undertake full time union work during office hours has raised a set of 
troublesome issues for workers and unions, while managements have 
been quick to seize the opportunity to launch yet another offensive 
against workers and unions . The judgment may well prompt some 
rethinking on the organisation and functioning of trade unions . 


A RECENT judgment of a division bench 
of the Bombay High Court, comprising 
Justice Trivedi and Majithia, delivered on 
a petition filed by the Blue Star company 
against an order of the Industrial Court 
allowing N Vasudevan, an office-bearer of 
the union to do only union work during 
office hours with full pay, has raised a crucial 
issue. Is it binding on union activists, 
especially the union office-bearers, to do at 
least some company work at the discretion 
of the managementeven if there is the practice 
and an implicit agreement to the effect that 
a few union activists, at least one, do full¬ 
time union work during office hours? Also, 
is union woik outside the ambit of work 
done for the company, as suggested by the 
judgment? That is, is it correct to assume, 
as the judges obviously do that union work 
only benefits the employees and, therefore, 
cannot be legitimately considered work for 
the company, for which an employee has 
been hired by the company in the first place? 

Not surprisingly, the judgment has evoked 
sharp and diverse reactions from the union- 
activists, especially in Mumbai while the 
managements have been quick to seize the 
opportunity to launch yet one moreoffensi ve 
against the unions and their activists, using 
the judgment as a pretext for the purpose. 
Despite the very specific and confined nature 
of the judgment, managements are citing it 
approvingly to deny even routinely held and 
long-established practice of giving union- 
activists some time off during working hours 
for legitimate union work which can only 
be carried out during the working hours - 
like attending the court, intervention in a 
domestic inquiry, etc. 

The facts of the case are as follows. 
N Vasudevan joined the Blue Star company 
as a stenographer in 1964. He was active in 
establishing the workers* union in the 
company, the Blue Star Workers' Union, 
Bombay in 1972. From 1983 to 1989, he, 
an office-bearer of the union throughout the 
period and the general secretary of the All- 
India Blue Star Workers Federation since its 
inception in 1982, was allowed to do full¬ 
time union work by the management. 
However, in October 1989, all of a sudden, 
the sales manager assigned him some 


company work in the sales department. 
Vasudevan refused to comply. The manage¬ 
ment threatened to stop paying his salary if 
he refused to do the assigned work. When 
Vasudevan persisted m his refusal, the 
company stopped paying his salary with 
effect from October 25, 1989. 

The Blue Star Workers’ Union on behalf 
of Vasudevan approached the industrial court 
against the management’s decision accusing 
the company of untair labour practice. It 
contended that there was an implied agree¬ 
ment between the management and the 
union. As a result, Vasudevan had been 
allowed to do full-time union work as an 
office-bearer of the union for six years. With 
its decision to stop the payment of his salary, 
the company had gone back on this implied 
agreement. The union also disclosed the fact 
that earlier the company had tried to restrict 
Vasudevan’s union activities during working 
hours. In 1984, the company had specifically 
offered to release some workers for full-time 
union work without pay with a lien on their 
jobs in the company. However, all these 
were withdrawn by the company as a part 
of thesettlement with theunion in November 
1985. After hearing the arguments, the 
industrial court concurred with the union 
and Vasudevan that ihecompany was indeed 
guilty of unfair labour practice. Its judg¬ 
ment, accordingly, asked Blue Star to pay 
Vasudevan his full back wages stipulated 
under the 1985 agreement with the union 
and to allow him to do full-time union work 
while on duty. 

The company filed a petition before the 
single bench of the Bombay High Court 
against this judgment. The single bench 
directed the company to issue a notice under 
section 9A of the Industrial Disputes Act and 
proceed, without granting any interim relief 
to the company. The company appealed 
against the decision of the single bench to 
the division bench of the high court. The 
division bench granted the company a stay 
on the order of the industrial court. When 
the union appealed to the Supreme Court 
against the st^y order, the court refused to 
intervene except to order that the matter be 
expedited and disposed of within three 
months by the Bombay High Court. The 
Company argued before the division bench 
Of the high court, that the concession granted 


to Vasudevan far doing union work during 
office hours did not amount to an implied 
agreement and no notice needed to be issued 
to the union to change the practice. The 
division bench of the Bombay High Court 
in its judgment upheld the contention of the 
company and ruled that there was no implied 
agreement between the union and the 
management to allow Vasudevan to do full- 
time union work. It was only a personal 
concession given to him which was later 
withdrawn by the management. The high 
court added thatthe judgment of the industrial 
court in favour of Vasudevan was not only 
“illegal but perverse too”. The high court 
did not consider the argument whether a 
concession granted to an employee could 
later become a condition of service which 
requires notice under section 9A of the ID 
act to be changed. The high court judgment 
only quoted, without comment, a rejection 
of the above argument in an earlier case 
before the Madras High Court, 

The industrial court had held in its judg¬ 
ment that the company was aware from 1977 
onwards that some employees were doing 
union work during office hours, that the 
company wanted to restrict these activities 
to certain persons and during certain hours. 
In the settlements with the union, the com¬ 
pany had withdrawn all these demand? as 
a package deal. Even though it was only an 
oral agreement and there was no document 
to record this fact, the industrial court inferred 
from theevidencethat the practice of allowing 
Vasudevan to do full-time union work while 
on duly amounted to an implied agreement. 

The Bombay High Court judgment holds 
that the inference of the industrial court is 
not deducible from any settlement. On the 
contrary, the high court held that, in fact, 
in some settlements it is specifically stated 
that the union work during office hours 
would be earned out with the permission of 
the manager The high court clarified that 
even if a practice is more or less common, 
it does not become a custom unless it is 
consciously accepted having the force of 
law. In the case of Vasudevan, he was only 
personally permitted to do union work 
without any other precedence to the effect 
that an employee would be allowed to carry 
outumon activities at the costof theemployer. 
At the most, it could be said, according to 
the high court, that Vasudevan was granted 
a concession for practically five years by the 
company to do union work during company 
hours which was later withdrawn. The 
withdrawal of the concession did not amount 
to unfair labour practice. 

The division bench of the Bombay High 
Court relied on, and approvingly quoted 
from a series of judgments of the Madras 
High Court dealing with identical and related 
issues. Thus, “it cannot be pleaded that 
absolving the office-bearers of the unions, 
though they are workmen, from the norma) 
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randeringof the service to tifeemployerW 
a customary concession. Such concepts 
would be anathema to the basic idea behind 
employer-employee relationship... that 
would be totally unwarranted’*. From another 
judgment, “...no member of the Federation/ 
Union is entitled to claim as a condition of 
service freedom to indulge in trade union 
activities... Their indulging in such acti¬ 
vities... cannot be at the cost of the work 
for which they are engaged and for which 
alone they are paid their respective emolu¬ 
ments by the employer”. 

Thus, the judgment of the Bombay High 
Court in the present case may be summed 
up as follows: First, it categorically states 
that no concession without the force of law 
can be deemed to be customary and a matter 
of right. Second, a practice that is confined 
to only one individual cannot be deemed to 
be customary; it can only be a concession. 
Third, any concession granted to an employee 
can be arbitrarily withdrawn by the manage¬ 
ment without it being accused of unfair 
labour practice. Fourth, no employee can 
refuse to do any company work during office 
hours. That, however, does not imply - and 
I think it is a fair inference from the judgment 
- that an employee cannot do any union 
work during office hours at all. Simply, that 
no union-activist can do solely union work 
while on duty and still be entitled to draw 
his/her emoluments from the company. 

Implications of Judgment 

Some aspects of the above implications 
of the judgment are clearly contestable. 
However, it is the basic assumption that the 
Bombay High Court as well as the Madras 
High Court makes, as evident from the 
judgment quoted in this case, that is highly 
controversial and a matter of debate, though 
the courts take it to be settled. That assump¬ 
tion is: that umon work is solely for the 
benefit of the employees, away from the 
company ; that the terrain of company work 
can be neatly isolated from the terrain of 
union work; that the first is the prerogative 
of the company and its management while 
the latter is confined to the union and its 
activists. Unfortunately, even in their sharp 
reactions to the judgment, hardly any union 
leader has articulated his/her protest over the 
definition of company work assumed in the 
judgment. It is in terms of the concept of 
what constitutes work that the judgment can 
be seen to be of limited value and, in fact, 
misleading. 

Can it be plainly, simplisticaHy argued 
that union work does not help the company 
in its own work? Is it realistic to assume that 
without the work put in by union activists, 
the company on its own can ensure/buy 
industrial peace that is so crucial to its 
operations? In other words, can it be held 
even by the companies themsel ves that unions 
do not contribute to their wellbeing at all? 
These questions need to be raised anddebated 


because if aH these (^mentions, impScif jh' 
the judgment can be shown to be lacking 
in practice, then obviously, even in a narrow 
sense, the high court can be faulted on its 
idea of what is/is not work in a company. 
Also, if unions do contribute to the well¬ 
being of a company (if they didn't would 
any management worth its salt ever negotiate 
with any union anywhere?) then, how does 
it really matter whether some workers do 
union work part-time or whether some 
activists take it upon themselves to do full¬ 
time union work? Isn't then the issue 
primarily of distributing union work among 
employees? If that should be the case, should 
not it be left to the unions to work it out 
on their own and negotiate with the manage¬ 
ment accordingly, i e, to either release a 
(larger) number of employees part-time for 
union work or to release a (smaller) number 
of employees for full-time union work 
depending on the exigencies of union work 
involved? 

There is another related issue that the 
unions need to reflect upon after this 
judgment of the Bombay High Court. That 
is the issue of internal democracy within the 
union. The problem arises because, in a 
significant number of unions, union leaders 
- especially established union leaders - tend 
to identify themselves and their needs with 
the needs of the unions and workers. In the 
process, the benefits, negotiated and made 
available to union-activists, too often become 
the personal privileges enjoyed by this small 
group of (even dedicated) union activists. 
When leaders get isolated from the larger 
group that they are supposed to represent, 
it becomes easier for managements to suggest 
that the benefits available to the activists are 
indeed 'concessions' enjoyed by some parti¬ 
cular individuals in their personal capacities 
at the cost of the company. To quip, in this 
specific case, if the freedom to do full-time 
union work were not available to only 
Vasudevan in his different capacities in the 
union but were instead extended to an office¬ 
bearer of the union holding a particular post, 
perhaps!?) the contention of the company 
that it was merely a concession given to an 
individual would have been harder for it to 
sustain. 

But the issue of internal democracy in the 
unions apart, the judgment is disturbing in 
its content not only because it clearly denies 
that union work is also work for the company 
but also because it tries to regulate the 
distribution of union work among employee 
union activists to the advantage of the 
managements and tothedetriment of workers 
and their unions. 

However, the judgment should not be 
examined in isolation. Instead, it needs to 
be viewed in the changing context of 
industrial relations in the country in recent 
years, notably since the policy of ’economic 
reforms* was initiated in the country in 1991. 
It needs tobe recalled that oneof the proposed 
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previous Congress >vermi^ 
had stipulated that the number of outsiders 
among office-bearers of a union would be i 
limited to 2 or 5 per cent of the total number 
of office-bearers, whichever is less: Though 
the bill later had to be withdrawn amidst 
strong opposition from trade unions, the 
argument in support of this clause was to 
apparently reduce the ’abuse" of unions by 
professional union leaders and political 
parties for their own partisan ends and to 
encourage internal unions amongemployees. 
Now, the Bombay High Court judgment has 
tried to regulate the functioning of the internal 
unions. Attacked from both sides, what am 
employees supposed to doexcept to conclude 
that the managements and the state machinery 
wish to curtail the already limited rights of 
the trade unions and employees to the ad¬ 
vantage of owners of private enterprises? 

The recent judgment needs to be also 
placed in context of the invitation to foreign 
capital in India for a variety of purposes by 
successive central governments as well as 
state governments of all political hues in 
recent years, particularly since 1991. One 
has only to witness the near unanimity of 
all central governments - earlier, the 
Congress government under Narasimha 
Rao, the short-lived wonder of the BJP 
government under Atal Behari Vajpayee 
and now the Left Front-supported Deve 
Gowda government - on the issue of speedy 
approval of the Enron project in Maharashtra, 
to realise the near consensus among the 
dominant political parties regarding theneed 
to invite foreign capital on attractive terms. 

Disciplining organised labour and their 
unions, especially when they are not pliable 
and subservient to power-that-be, i s a crucial, 
indeed an integral, component of these 
incentives to foreign capital. In fact, not only 
foreign firms, even large-scaledomestic firms 
in the private sector- where organised labour 
still has important, though increasingly 
declining, presence - would like the unions 
to be tamed. Even the so-called reforms in 
PSUs are premised on reducing the strength 
of unions and employees in these enterprises 
in different ways under the pretext of the 
fiscal crisis of the govemmcnt(s). 

To say all this is not to suggest that the 
Bombay High Court is a party to a deliberate 
conspiracy to dismantle the already fragile 
trade unions in the country, it isonly to point 
out that the judges, like all powerful groups 
in society, sense the political temper of the 
times we inhabit, its changing contours and 
respond accordingly. Therefore, it is this 
underlying political text of a series of assaults 
on their long-held rights and practices that 
the employees and their trade unions have 
to be sensitive to. They have to, accordingly, 
articulate an organised political battle in 
defence of their rights and place in society. 
Otherwise, the future looks bleak for 
organised labour and their unions. 



IhtunltOiaudhuri: A Personal Account 


As an economist who had absorbed the best of the Keynesian 
revolution, macro-economic balances remained the grid on which 
Pramit Chaudhurt laid out his building But his passion as a social 
scientist analysing an economy with perhaps the largest burden of 
poverty m the world came out in the fierce Brechtian quote which he 
used as an epigraph for his book The Indian Economy - Those who 
have eaten their fill speak to the hungry of the wonderful tunes to come ' 


PRAMIT CHAUDHURI, who taught in the 
University of Sussex for nearly 30 years, and 
whom a very large number of Indian and 
British economists and historians regarded 
as his(her) particular friend, died at Lewes 
Sussex on July 19 Pramit’s contributions 
to the analysts of the problems ot the Indian 
economy, and of thud world economies in 
general and to the understanding ot the 
process of economic growth will live on in 
the pages of his published books, and articles 
in journals and anthologies But what will 
perish with his all-too mortal body is the 
uniqueness of his personality However it 
wilt leave an imprint as a fragrance and a 
resonance in the hearts and memones of his 
bereaved tamily and his f nends scattered all 
around the world In the English language 
perhaps there are only two words that can 
capture the essence of his personal it) 
unfailing elegance - elegance of intellect 
tastes, behaviour dress and pattern of living 
It would be diminishing the quality of 
Pramit’s achievement to call his elegance 
effortless because 1 know how much thought 
fulness and consideration for others went 
into the penning of every small article or 
spare paragraph that he thought fit to publish, 
or every gesture of welcome or mild but 
firm correction he offered to his friends 
Pramit was bom on December 4,1935 in 
a family of Samindars from today's Bangla¬ 
desh, reputed to be enlightened though con¬ 
servative in its social demeanour in the 1930s 
and 1940s He did his Intermediate Science 
in Presidency College, Calcutta, and then 
went over to Britain, apparently with the 
objective of training as an accountant But 
he soon deserted accountancy for economics, 
and graduated from the Cardiff campus of 
the University of Wales, when Brinley 
Thomas, the acknowledged authority on the 
economics of migration between Europe 
and America, was the professor of economics 
«f the campus After graduation he joined 
the Cardiff faculty of economics but* took 
two years off to do a Master’s degree ui 
economics at Cambridge, with Robin 
Matthews as his supervisor. He followed up 
Matthews* work on trade cycles tai Britain 
in the 1830s and analysed trade cycles in 


the British economy in the mid-19th century 
Jt was characteristic of Pramit that despite 
the urging of his supervisor and his friends 
he refused to upgrade that Master's thesis 
into a PhD dissertation because (a) he did 
not think that there was enough meat m the 
thesis tor it to try and grow up into a doctoral 
dissertation and fb) even if he could upgrade 
it that way it would be cheating I still 
believe that later scholars lost something 
because of Pramit s modesty 

But that modesty was not put on it came 
naturally to him and it came armed with 
firmness of purpose and steadfastness of 
principles He never wore those principles 
on his shirt sleeves (I cannot imagine a 
person less likely to sully his shirt sleeves 
with casual dm - spiritual or otherwise) 
You found them out sometimes in a hard 
way when you came up against them in a 
person who was so constantly civilised so 
naturally self effacing He settled down m 
England, married Jean, an Englishwoman 
and together they raised their family - a son 
Amit and a daughter Jo Pramit was an 
Englishman - almost the living embodiment 
of the mythical English gentleman - when 
he lived m England But when he came over 
to Calcutta and sat down with a cup of tea 
in a roadside teashop or ‘dhaba\ you could 
not make him out as an expatriate he was 
just another, rather spruce-looking Indian 
Pramit was a citizen of Britain and of India 
he was not an immigrant, expatriate or exile 
He had neither the gloating of the aggrandi¬ 
sing expatriate nor the guilt of the self- 
flagellating exile 

Pramit’s professional work reflected his 
personality The first set of his published 
books were two volumes of readings on 
India’s economic development, carefully 
selected and edited with all the fairness at 
his command He was so caieftil not to let 
his viewpoint obtrude that some reviewers 
failed to see that he did have a rather well- 
defined perspective on the subject His 
criterion (or selection stood the lest of time 
these readings remained standard 
references for a decade or more after they 
had been published With his next book, 7V 
Indian Economy, fellow-professionals 
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realised how carefully he had crafted his 
picture of how such a complex, if ramshackle, 
economy functioned and malfunctioned As 
an economist who had absorbed the best ot 
the Keynesian revolution, macro-economic 
balances remained thegnd on which he laid 
out his building But his passion as a social 
scientist analysing an economy with perhaps 
the largest burden of poverty in the world 
came out m the fierce Brechtian quote which 
he used as an epigraph for the book - ’Those 
who have eaten their fill speak to the hungry 
ot the wonderlul times to come - and in 
the fact that one ot the three parts into which 
the book was divided was devoted ex 
clusively to issues of poverty 

Pramit was no blind believer in rtatume 
or dmgisme and was fully aware of the 
problems caused by pervasive or arbitrary 
state regulation But he loathed the 
Thatchente policies that battered down the 
few guarantees the state provided against 
destitution ot people starting with poor 
endowments or faced with more than their 
fair share of misfortune in the shape ot ill 
health loss of jobs or bankruptcy Cones 
pondingly he detested new liberal policies 
that forced third world governments to 
dismantle all measures of state protection for 
the economy or the poor even as the ruling 
classes of the G7 countries slashed aid to 
the less developed countries In the last tew 
years of his life he devoted his analytical 
powers to uncover the springs of economic 
growth and in a parallel endeavour trace 
the history ot labelling the poor and the 
famine stnekan in colonial India and the 
palliatives that were planned or offered for 
succouring the people so label led ForPramit 
the one did not make any sense without the 
other grand theory and shoddy practice had 
both to be explored and exposed so as to 
ensure that poverty and suffering decline m 
future 

Pramit was of course not just a researcher 
he was also a highly committed teacher And 
when it came to a conflict between writing 
another paper and taking over anothercourse 
because there was nobody else to leach it, 
the latter always won out He shouldered the 
task of deanship of the School of African 
and Asian Studies in his university for weary 
years during the period of the worst depre¬ 
dations of Thatcherism on funds for educa¬ 
tion Hecomplamedabouthisnotbemgable 
to go to India because of his teaching and 
otljer academic responsibilities but he never 
shirked any of them It is ironical but perhaps 
fitting that in acountry in which an excellent 
National Health Service has been virtually 
destroyed by Thatcherism, the incompetence 
and callousness of public health authorities 
probably hastened his death 

1 can only end this reminiscing on a 
personal note: 1 shall miss the sound of 
Pramit in his dressing gown helping Jean 
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the (toy; I shall miss walking with him over 
the Sussex downs in spring weather or even 
with a slight drizzle blurring the view; 1 shall 
miss arguing with him in a Tottenham Court 
Road cafe on the degree and kind of state 
intervention needed to boost industrial 
growth in India* I will never again have him 
pottering around in our rented flat in the 
slippers the airlines sometimes supply, so as 

In Praise ofRSS 

PR Ram 


AT a meeting held at Talkotra Stadium in 
Delhi on Sunday July 14 to pay tributes to 
the ex-RSS chief Deoras, Atal Behari 
Vajpayee, ex-PM reiterated that the present 
PM, Deve Gowda, had praised the RSS. 
EariierdurmgtheLokSabhadabate(May 27) 
while concluding the resolution, seeking the 
trust of the house, Atal Behari Vqjpayee 
went on to eulogise his 'training school', the 
RSS. In the course of his speech he quoted 
the remarks of Deve Gowda, about the RSS, 
which were apparently laudatory to the RSS. 
These remarks from a speech made by the 
'then’ incoming PM shook the house. We 
presume for the moment that Vajpayee 
correctly quoted from the speech and Deve 
Gowda might well have said what was being 
quoted in his name What does this lead us 
to understand? Is Gowda really appreciative 
of the roli of RSS in its entirety or was he 
referring to its role only during the 
emergency? Does Deve Gowda think that 
RSS is an organisation only engaged in 
'democratic* struggles, like the one against 
emergency, and m social, work amongst the 
tribals? This episode just goes to show that 
the image which the RSS projects ot itself, 
is related to only its marginal activities 
while it underplays Ihe 'core* of its work, 
and the consequences which follow from 
the 'core activity.' 

It is to the 'credit' of RSS that despite 
being engaged in the propagation of an 
'authoritarian' model of society, it is able 
to project itself as an organisation working 
for democracy. It is to the 'credit* of RSS 
that despite spreading an ideology which is 
against thetnsmsts of mostdeprived sections 
of society, it is able to project its 'missionary* 
image. It is to the 'credit' ofRSS that despite 
being at the root of communalisation of 
society, most of the communal violence in 


not to toil die floor. Afeovp all, I wW tons# 
meeting ever again one of the most civilised 
human beings 1 have known in my life. The 
only consolation I can think of is that Pramit 
had his wife, his son and his daughter, and 
their two granddaughters around him in his 
last moments, and that he must have known 
that there would be scores of persons all over 
the world for whom that world would appear 
poorer when he is gone. 


society, most of the anti-minority tirades, 
the murder of Mahatma Gandhi and the 
demolition of Babri masjid, it is never direct¬ 
ly involved m any of these activities. Its 
real social agenda is implemented in such 
a way that all its anti-social, violent looking 
activities are manoeuvered so that they 
appear to be spontaneous and only a little 
part of the blame goes to some 'affiliate 
organisation' while RSS remains totally 
protected from the blame. The only activities 
which are directly conducted are the ones 
related tochanty and missionary work, while 
the socially destructive activities are 
conducted through different fronts. 

To begin with the RSS always pretends 
that it had nothing to do with the murder 
of the Mahatma, and that it was the act of 
an individual, Nathuram Godse. At a 
superficial level this sounds correct, but 
digging deeper we find that Godse was a 
trained 'pracharak* of the RSS, as per the 
claims of his brother Gopal Godse, and they 
were both members of the RSS but just to 
protect the organisation from the wrath of 
the government, they claimed they were not 
so ( Frontline , January 28,1994). It was the 
RSS, which had been spreading the 
'concoction* that Gandhi was appeasing the 
Muslims; it was because of his 'soft' policies 
that Muslims have become strong and 
dominant and had succeeded in getting the 
state of Pakistan. Now it is against this 
backdrop that the murder of the Mahatma 
took place. So it is not enough to blame 
Godse for the murder of Gandhi; it is the 
vehicle of communal ideology, the, RSS, 
which needs to be so blamed. 

As to the regular outbursts of communal 
violence in society, who is responsible for 
it? You will not see the RSS volunteers 
moving with choppers and swords to hunt 
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camps in die post-violence scenario. That is 
what is moat visible; what is not visible is 
the 'communalisation' of society brought in 
by die RSS. The RSS through its regular 
network of 'shakhas* (branches) spreads 
the communalised version of history as per 
which the Muslim aggressors converted 
the Hindus to Islam, they brought untold 
miseries on the Hindus, they destroyed 
Hindu temples, and not only did they get 
their Pakistan, but many continue to be 
loyal to that country which is a threat to 
our 'internal security*. This fabricated 
doctrine is the backdrop for the communal 
violence with the battle cry 'Musalman ka 
ek hi sthan, Pakistan ya Kabristan* (Muslims 
deserve to be only in one place: Pakistan or 
the graveyard). This communalised con¬ 
sciousness is die one which forms the base 
on which most of the communal violence 
takes place. Also, one has to remember that 
many inquiry commissions have implicated 
the RSS, even directly in many communal 
riots. 

These two examples are sufficient to 
demonstrate the 'basic' 'key role* played by 
this ‘patriarch’ organisation m the vicious 
atmosphere created in society today. This 
'patriarch', the RSS has gone on to create 
organisations fordifferentlayersof operation. 
Though these organisations (the BJP, the 
VHP, the Adivasi Kalyan Ashram, the 
Swadeshi Jagran Manch, the Bajrang Dal, 
the Rashtrasevika Samiti, the Bharatiya 
Majdoor Sangh and the Akhil Bharatiya 
Vidyarthi Panshad, etc) have some degree 
of autonomy to operate effectively in their 
areas of work, they are mere executioners 
of the RSS agenda. This 'division' of work 
protects the basic organisation from the direct 
consequences of the social-political moves 
which these front organisations take. The 
'last* and most superficial area of operation, 
street violence, is instigated and translated 
at different levels so that ultimately the whole 
thing sounds 'spontaneous' to the average 
unsuspecting eye. 

Thus when Deve Gowda says something 
good about the RSS, more than his naivety 
about RSS, it shows how 'clever' the RSS 
is - through a clever division of labour (akin 
to the old 'varna-vyavastha* model) it has 
been able to 'manage* society in such a way 
that even without lifting ito little finger, its 
front organisations initiate, strengthen and 
implement various facets of the politics of 
'Hindu Rashtra*. Its vast network of branches 
and its votaries working in the media and 
a chain of schools are trying to achieve the 
social and political goals of RSS while the 
RSS itself is not directly involved in those 
practical tasks whose implications are 
disastrous for society. 


It is to the credit of the RSS that despite propagating an authoritarian 
model of society, it is projected as working for democracy; although 
spreading an ideology against the interests of the masses , it has 
acquired a *missionary * image . 
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Reform Through a 
Fiscal Instrument 

Blnod Khadria 

Inspired by the time-tested success of the 6-Year National Savings 
Certificate scheme of die government of India, a new financial 
instrument for combating child-labour is presented here. The objective 
is to encourage parents to pledge their children’s future time to primary 
schooling in return for a government IOC. 
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Child-Labour: 


THE functional irrelevance and the pitiable 
quality of schooling available to children of 
the poor in India provide the rationality to 
their parents* choice of work over education 
for them, as also a seemingly social-welfare 
justification to employers engaged in hiring 
children for a pittance. This state of affairs 
requires no better proof than the incidence 
of child-labour in the country: Every fourth 
child in the age group 6-14 is a ‘freely’(l) 
working child; every third of the remaining, 
a bonded labourer. Fixing a high minimum 
standard of quality for primary education 
countrywide - whether provided entirely 
free or highly subsidised by the state - would 
therefore be a necessary condition for 
combating child labour. Many would perhaps 
think that the sufficient condition to follow 
is to simply make school attendance 
compulsory by law. It is heartening to note 
that the ILO's latest report on the subject 
(The Times Of India , July 9,1996) does not 
put so much faith even in the labour laws 
under the shadow of which exploitation of 
little children has continued to ttdee place on 
a large scale through rampant violations and 
easy loopholes in the developing countries. 
Rather, it has called for establishing 
institutional mechanisms, particularly fiscal 
incentives, within the government apparatus 
to tackle the problem. It is tune that India's 
policy-makers under the new government 
take this timely advice seriously and make 
a determined beginning. 

Targeting Incentives 

India has remained a significant exception 
in the post-industrial revolution global 
history of children’s transition from the world 
of work to the worldof education. In devising 
a viable fiscal incentive to expedite this 
transition now, the first question that faces 
a policy-maker is 'incentive for whom?* 
Incentive schemes like the 'mid-day meal* 
or textbooks or uniform, etc, are all targeted 
at the student-child, although indirectly they 
also provide financial relief to the parents. 
This becomes crucial at the primary stage 
of education because thechild's role, despite 
being important (as a participant) turns 
infhictuous (as a decision-maker). * It is only 
when the child grows in education/age and 


acquires the attributes of rationality, 
reasoning, choice and preference that he or 
she becomes able to decide and assert for 
himself/herself. The child's domain then 
overtakes thatof the parent, the latterreducing 
itself merely to an advisory role of a patron. 
Until then, therefore, it is the poor parents 
and their psyche that the incentive has to be 
aimed at. 

Poor parents are usually poor in both 
wealth and income. As a result, education 
of children gets a back seat as compared to 
two more pressing priorities of food and 
housing. There is one more reason for the 
lowpnority attached to it: its unique character 
of requiring long-term commitment of time, 
very much unlike in short-term engagements 
ot day-to-day consumption activities of, for 
example, eating meals, watching television, 
having a haircut, playing a game, or even 
undergoing somewhat longer medical 
treatment. In the case of an adult's education, 
this does not create much of a problem 
because the adult knowingly decides to forgo 
or not to forgo the benefits of alternative 
use(s) of that committed time. But when it 
comes to a child's primary education, 
complexity arises because of the possible or 
expected eamings/savmgs that accrue (to 
the parents) from the child's participation 
in labour market/labour force. The parents 
of a child are then faced with a dilemma: 
(i) labour is harmful to the physical and men¬ 
tal development ot the child and therefore 
future productivity, leading to future depri¬ 
vation and poverty, whereas (ii) schooling 
deprives the parents from the immediate 
liquidity of the child's current income from 
work. Unfortunately, the first is neither 
obvious nor visible to the poorer parents 
because of inherent myopia (short time- 
horizons) and ignorance; many even think 
that the leaming-by-doing through early 
work is more valuable than 'education' 
provided in schools. The second, on the 
other hand, gives nse to opportunity cost, 
the relative importance of which is often 
found to be forbidding by the poor. Apart 
from the consequential non-participation 
syndrome, a high proportion of 60 per cent 
of children making a beginning in class 1 
are allowed or forced to drop out before 
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completing four years of schooling [ Weiaer 
1991], While it is the duty of the state to 
bring transparency to the adverse effects of 
child-labour on future productivity, coaxing 
parents into choosing schooling for tb&r 
children over liquidity of their immediate 
incomes, therefore, requires a fiscal incentive 
that can handle the opportunity cost aspect 
of the parents' psyche efficiently and 
adequately. 

To speak in terms of unit costs of education, 
primary education in India involves high 
opportunity costs for the poor, unlike in (he 
developed countries where virtual absence 
of work avenues for illiterates makes 
opportunity cost negligible. Direct unit costs, 
on the other hand, arelow due to low quality 
of schooling. Mere improvement in quality 
would, therefore, not attract parents used to 
low direct costs, even if all direct costs of 
such quality education were borno by the 
state and education made 'free'. 

A Government Instrument 

The government can devise a simple fiscal 
instrument to be distributed on receiving 
indemnity of a promise and encashed on 
fulfilment of that promise in time. Conceived 
along the lines of a '6-Year National Savings 
Certificate' (NSC), the prototype of a new 
financial instrument, call it 'Foundation for 
Education and 

National Certificate of Entitlement' or, in 
short, FENCE (that protects, so to say 
metaphorically, the children from harmful 
engagements in labour, or in idleness), or 
any other name for that matter, may be 
devised. 2 Only, instead of parting with money 
that 'investors’ do while 'buying' NSC(s), 
a parent will have to enrol a six-year old 
child in class I of an elementary school for 
a five-year education through class V, in 
return for this instrument called FENCE. 
The instrument carries a face value of, say. 
Rs 5,000 and a maturity penod of 5 years 
(i e, Rs 1,000 lor each year of commitment 
to schooling through enrolment); and a 
maturity value of Rs 6,500 at simple interest 
of 10 per cent per annum (i e, by adding 
Rs 500+400+300+200+100 = Rs 1,500 as 
interest to the cumulative principal amounts 
of commitment over the five years) payable 
in full only on completion of the child's five 
years of schooling up to class V. 

To generalise from the prototype of the 
incentive scheme ot FENCE, the actual face 
value of the mstniment can be related to - 
not necessarily made equal to - the expected 
average annual earnings/savings from a 
typical six-year old child’s labour over his/ 
her working years equivalent to the maturity 
period chosen for the instrument. Assuming 
that such expected income is a set ot Rs 600, 
800,1,000,1,200,1,400, for example, over 
five years, the average figure derived will 
be Rs 1,000. Apart from sheer convenience, 
of taking the average figure and multiplying 


< 


Bcomofa mi PaHtical Weekly July 27,1996 


2009 



it by the number of years in (be maturity 
period to derive the face value of the 
lmtnmiem rather than taking the income 
senes and adding it up over the matunty 
period, the advantage is that being higher 
than the expected incomes - of Rs 600 and 
Rs 800 - in the initial years, it acts as an 
mcenti ve to enrolment Mid-term withdrawal 
of the child from school can be made 'costly' 
for the parent by allowing payments only 
of the actual figures in the senes (not the 
average amounts) and by forfeiting the 
interest accruals too Matunty value of the 
instrument will depend on two components 
(i) the rate of interest, and (u) matunty 
period or the numberot years the instrument 
is to run Interest rate can be simple because 
the child’s earnings art otherwise consumed 
and not accumulated It should, however, be 
competiti ve so that participation in education 
is not substituted by wage-employment or 
family-employment Matunty period can be 
equivalent to the numberot yearsot schooling 
required tor primary education to be 
completed, but can be phased In the 
prototype model, a second 'issue' of turther 
three years FENCE tor middle-school 
education can be introduced to cover children 
lit the age group 11+ to )4 

VIABLE 1 MFASURL 

Amongst the other multipurpose teatures 
that can be accommodated into the scheme 
a special bonus tor the girl child may be quite 
beneficial The instrument itself may be 
allowed to be used as a collateral against 
loans tor < ertain classified activities like lor 
example, an older sibling 1 s higher education, 
emergency medical needs in the family etc 
Above all, parents may even be allowed 
special concessions in tecs for enrolling a 
child in (urthet education through payments 
m the child s own FENCE that has matured 
with completion ot primary schooling In 
tact, the incentive scheme can, in pntiuple, 
be tunhei extended to high and higher 
secondary school students as well, with 
appropriate modifications in terms and 
conditions ot each oi the new issues of the 
instrument 

Useful features apart, the viability ot the 
basic FENCE instrument will depend largely 
on what fiscal reforms the government is 
willing to initiate tor mobilising the huge 
requirements ot funds But even without 
mutating anything new, a look at the broad 
estimates of the burden on GNP is called 
lor Estimated child population in the age 
group 6-14 in India is 20 crore, ot which 
10 crore children are already enrolled in 
schools Of the remaining 10 crore outside 
the school, 10 per cent or 1 crore can be 
assumed to be the six-year olds If all of 
them ate to be coveted by FENCE, backed 
up by government collaterals worth today 
equal to the maturity value payments of 
Rs 6,500 to each child’s parents five years 


hence, then by the wmpte arithmetic rim 
scheme will have a total burden of Rs 6,900 
crore on the exchequer Taking India’s 
current GNP to be not less than Rs 6,50,000 
crore, this requirement turns out to be of not 
more than 1 percent of GNP This is a very 
simplistic scenario However* even if this ts 
doubled to 2 per cent of GNP so as to extend 
theFENCEcovertoallsix-yearoldchildien's 
parents tn the country, the entire burden due 
to this fiscal incentive will raise public 
expenditure on education to 5 7 per cent of 
GNP from the present 3 7 per cent, still 
below the much campaigned tor target of 
6 per cent by the turn ot the century 

This, however, is not to discount all the 
practical difficulties of successfully 
operationalising an incentive scheme like 
FENCE A major hurdle will be the 
possibility of corruption through collusion 
between the parents who wil 1 have to actually 
send the child to school, the teachers who 
will have to keep vigil on regular attendance 
of each child in school, and the administrators 
who will encash the instrument only on 
fulfilment of its terms and conditions The 
only but perhaps a strong silver lining exists 
in the fact that children themselves will 
presumably be out of these collution(s) As 
larger numbers of children will eventually 
complete schooling despite corruption 
demonstration effect on others will perhaps 
usher in the predominanceot a child s domain 
over that of the parents even in case of the 
poor 

The biggest limitation ot the fiscal 
incentive inherent in FENCE will, never¬ 
theless be its inadequacy to school those 


Mihm Wbta* fwreriMIt wilt 
beonomtadly tumble to wiflidraw ftmfttm 
work - their exact numbers are notkiwwto, 
as the ILO report also confirms To help 
those children who are in bondage-despite 
a 20-year old legislation against it -1 e, half 
of all non-schoolgoing children in the 
country, offering an incentive will be too 
premature For both these segments of 
children, no fiscal incentive or reform will 
work immediately The state will have to 
step forward with the iron hand of law for 
first freeing the latter, and then with direct 
income supporting mechanisms for enabling 
the families of the poorest ot xpe poor 

Notes 

1 This leads to a splitting of the individual 
domain of decision-making in educational 
investments and therefore to a need for 
extending the analysis of domain distinction 
argument beyond Majumdar s (1983) initial 
framework 

2 A full version of the prototype model of tht 
FENCE scheme along with its various 
implications for universalisation of primary 
education is available m Khadna (1995) 
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India Slow to Adjust 

SNaqiottditi 


Being a dialogue partner of ASEAN in the Asian Regional Forum (ARF) 
is much less relevant for India than being the leader and activator tn 
making SAARC work positively and linking it to an Indian Ocean group 
extending towards east and south Africa . Realpolitik demands that we 
compete with and match ASEAN-APEC and not beg for favours . 


VIEWED from Singapore the centre of the 
world is in the Asia-Pacific region, each 
country of the region seeking and wanting 
US leadership, partnership and military 
presence, lor security and stability and tor 
trade and investment Even the former 
superpowers, China and Russia, seem to be 
reassured of peace through US presence As 
for Japan president Clinton openly stated 
during his visit there in mid-April that US 
military presence not only saved expenditures 
by Japan but also reduced comoetiti vc build¬ 
up by countries of the region 

Unlike the Asia-Pacific the US-NATO 
role in Europe is not so clear-cut Europe 
is aware that it could not solve the Y ugoslavia 
problem, and has to depend on the US At 
the same time there is suspicion that the US 
buys Islamic favours in west Asia and 
elsewhere at the expense ol narrow European 
interests Russia is not in favour of NATO 
including the former Warsaw Pact countnes 
US views with suspicion further expansion 
of EU And both US and EU arc rivals loi 
markets and invest mem in Asia 

Despite these nuances, it seems certain five 
years after the end of the cold war and less 
than tour years towards the 21 st century that 
the new world order dominated by the sole 
superpower US and its view of order through 
G-7 plus one, UN as a department of the US 
president's office the supremacy of USTR 
OOl) over WTO perpetual ‘rogue’ status 
of Cuba, Libya, Iraq and Iran, and so on, 
will prevail perhaps for two to three decades 
more The countervailing forces of the third 
world have disappeared The prominent ones 
have become partners of the US, though many 
of them continue to attend NAM meetings and 
pass meaningless or innocuous resolutions 

India stands bewildered and alone in this 
real world It has been slowly adjusting its 
economic policy But it lacks a strategy with 
a long-term goal and realpolitik to take 
advantage ot political changes The problem 
is compounded by poor human and physical 
infrastructure, political andbureaucratic corrup¬ 
tion and inefficiency, absence of a culture of 
working together to serve the national interest 

Asia without India 

That India is excluded from even being 
called an Asian country by the diehards of 
ASEAN and APEC would be merely 


laughable and comical but for its implica¬ 
tions not only m terms of prestige and 
status, but more importantly m terms of non- 
discriminatory access to markets and 
resources The latter threat has been hinted 
at though it is a moot question whether 
MPN treatment would not be applicable to 
a founding member of GATT and WTO 

The problem is not one of commission by 
India, but one of omission to take note of 
and pay due respect to the achievements ot 
ASEAN This grievance is not without basis 
We were misled to regard ourselves as the 
regional superpower, and our inability to 
settle with Pakistan - not to speak of the 
humiliation by China - cooked our goose 
It is common now in the ASEAN to refer 
to itself as Asia (pronounced Asiya) The 
terms ’East Asia' and Tar East' are used 
for China, Japan, the Koreas and Taiwan 
News about or from India appears in the 
Straits Times of Singapore in the ’World' 
or ‘Other World’ page, not under ‘Asia* 
There was the well-publicised Europe-Asia 
heads of government summit held in 
Bangkok last March, which was really 
between EU and ASEAN European leaders 
made some noise much before theconfercnce 
took place tor (he inclusion ot India, but 
nothing came ot it since the proposal was 
clubbed with the inclusion also of Pakistan 
and Australia 

The situation today is that for security, 
political and economic co-operation reasons 
the Asia-Pacific region is defined to include 
the territory from Australia down under to 
ASEAN properto China, Japan, the Koreas, 
the US and Canada There is no room for 
any country in geographical Asia, west of 
a line running from China, along Burma, 
Thailand and Singapore India was admitted 
some time ago as a tull dialogue partner of 
ASEAN in the AsunRegional Forum (ARF) 
The ARF included the US, Russia, China 
and Japan Papua New Guinea has recently 
been included to represent the South Pacific 
Forum. Indonesia appears to have strong 
objections to Indian participation as it is 
outside the region, and not suitable for 
discussing regional security problems, e g, 
overlapping claims in the South China sea, 
tensions in Korea or the Chma-Taiwan 
question Issues will be looked at from an 
ASEAN perspective Indonesia strongly feels 


dun India to* no plane here. Is this vfaW 
inspired by China or by Pakistan or by ' 
Indonesia's ambition to contest with India 
a permanent realm the UN Security Council? 
Whatever it be, it is another stroke for 
excluding India from APEC. 

Option ifyt India 

A country of the sue of India is positioned 
in the international arena on us inherent 
strength and its potential in the foreseeable 
future The lesson of the post-cold war period * 
is that a strategy is required for exploiting 
the potential and attaining the fourth or fifth 
rank in the world which is our due. 
Concentration in selected fields and an 
inward-looking approach rather than 
widespread dissipation are called lor Being 
a dialogue partner in ARF is much less 
relevant than being the leader and activator 
in making SAARC work positively and 
linking it to an Indian Ocean group extending 
towards east and south Atnca(andnot falling 
into the trap of an Australia-Asean oriented 
group) Realpolitik demands that we compete 
and match with ASEAN-APEC and not beg 
them for favours 

Developmental human resource 
employment, poverty eradication and equity 
promoting programmes are fundamental for 
India and SAARC A partnership with the 
US could be developed if (1) the Kashhrur 
question is settled through maximum 
autonomy to the Valley, and (2) the nuclear, 
missile and space capability ol India is 
brought under the SAARC umbrella The 
SAARC machinery should be used ior 
disputes within tnc region, including minority 
rights and human rights within the member 
countnes 

Besides strengthening regional bonds, 
partnerships need to be developed with 
selected c ountnes 1 he US, Japan, Germany, 
Italy, Mauritius South Africa, Iran, 
Singapore, Malaysia, Philippines Biaail 

India's role in the United Nations needs 
*to be reviewed in the light ot the continuing 
US stranglehold over it India should lead 
the bandwagon to change (he status quo 
Recognising the growing importance of 
regional organisations in economic, political 
and security issues, the UN should convert 
itself into a confederation ot regional 
organisations (e g, EU, ASEAN, NAFTA, 
UA V, etc) rather than remain a unitary body 
as at present Most of the work would be 
done by the regional bodies, and subsequently 
by the relevant agency, e g, WTO, UNICEF, 
World Bank, WHO, etc UN itself could 
become a compact organ handling global 
and inter-regional matters As lor the UN 
Security Council, it could be constituted of 
some 25 presidents or chief executives of 
the federating organisations, meeting once 
or twice a year No permanent membership 
and no veto Can't we take this calculated 
risk ot decentralisation tor better, cheaper 
and more effect! veglobal governance 9 After 
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tsi NATO kttofrf tfa» job to Bouta and 
ECOWAS in Liberia. 

Postscript) Boris Yeltsin's election 
victory would strengthen US endeavours to 
extend NATO to cover Russia and former 
CMBA/Cumecon countries. However, the 
undercurrent of Slavic antagonism to NATO 
may remain and will be accentuated by any 
setback to Yeltsin and possible succession 
by former communists in Russia. 

Despite these European developments, 
both economic and political factors are in 
favour of a US-Asia Pacific 21st century. 
According to S P Seth from Melbourne, 
some 40 per cent of global bank reserves 
are now in sevea leading east Asian 
economies; and the US relies on these to 
fund many of its current account deficits. 

India has now been admitted as a hill 
di^ogue partner in the Asian Regional Forum 
(ARF) of ASEAN perhaps after some pres¬ 
sure from US and Japan. It is currently partiti- 
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pnting In themeetingauf die 
group (Ally 22). A cwtcnt ropwt inScatar 
that ASEAN appreciated India'i stand on 
CTBT; an earlier report had cautioned that 
ASEAN would urge India to sign the CTBT. 

India’s admission to ARP which already 
includes the major global powers is certainly 
a boost to its world status. But it is. little 
more than that. Euphoria is not justified. 
ASEAN’s political and security linkage with 
the US. its subardinationaf indlvidualliberty 
and human rights to the mecca of economic 
growth, its alliance with the military 
dictatorship in Myanmar, all these make it 
a bit too late for India to benefit from a new 
’’look east" policy. We have not only to 
strengthen intra-co-operation in SAARC, 
but extend the markets towards our west: (1) 
Iran, Afghanistan, south-west Asia (CIS) (2) 
Oman, Kenya, Mauritius, south Africa, etc, in 
a west Indian Ocean rim, (3) Russia and eastern 
Europe, and (4) western Europe and the US. 


Political Economy of the Budget 1996-97 

S Akbsr Zaidi 


The anti-urban bias of Pakistan's annual budget may spark off 
discontent among the business and industrial communities, leading to 
political turmoil in the country . 


ODD as it may seem, the Benazir Bhutto 
government may just have done the people 
of Pakistan a great service. By imposing 
such a harsh budget, one hopes that for once, 
after many years of lethargy, the people of 
thiscountry would respond by uniting against 
the govennent, and would ensure that this 
government is not in office come the next 
budget in June of next year. If all those who 
have been adversely affected by the budget 
- and there indeed are quite a handful - do 
not respond by uniting and organising, they 
themselves would be to blame for the 
continuation in office of a government which 
has lost all semblance of justice, rationality 
and sensibility. The budget approved by the 
ruling party - the opposition boycotted the 
budget session of the national assembly - 
is ui\)ust, irrational, and downright nonsensi¬ 
cal Some numbers from the budget would 
help justify these rather strong criticisms. 

New taxes worth Rs 41 billion were 
imposed with the main intention of bringing 
down the budget deficit from the current 5.4 
per cent of GDP to 4 per cent by the end 
of June 1997. In fact, so critically central 
is this 4 per cent target, that almost all other 
features and targets of the budget pale into 
insignificance. The general sales tax is the 
largest component of the new taxes, and is 
expected to raise Rs 25.6 billion, or 63 per 
cent, of the new fiscal effort. In all, indirect 


taxes constitute 94 per cent of the new taxes 
compared to 5 8 per cent last year. The salaried 
classes are to bear an additional burden, 
other than that shared with others as 
consumers, as their perks and other assets 
are also now part of the tax net. The public 
sector development programme is to receive 
an increase in its allocation of 8.6 per cent 
this year, compared to last year. With the 
inflation rate, asquoted in the budget speech, 
said to be 12 per cent ~ of course, everyone 
other than the government thinks it is at least 
19 per cent - the development expenditure 
allocated this year is far less in tea ,1 terms 
than the 8.6 per cent increase may suggest. 
Moreover, it is important to realise that in 
the just concluded fiscal year 1995-96, the 
final and actual amount used up by the 
development expenditure head, was actually 
lower by 9.6 per cent than the amount 
originally allocated. This means that even 
the lowly 8.6 per cent increase is threatened 
if past performance is a clue. The develop¬ 
ment expenditure allocation stands in stark 
contrast to the allocation for defence this 
year, which is up by 13,9 percent. (Inctden- 
tally, unlike development, therewas nocut in 
the amount made available at the end of the 
year from the amount budgeted, for defence). 

While corporate sector employees' 
perquisites are to he taxed, the six-year 
package for corporate tax reductions which 
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to Rs 400 per unit, will raise an additional 
Rs 22 million only, from agriculture. This 
contrast of the treatment ofboth these sectors, 
probably best epitomises the political 
economy issues which emerge from budget 
1996-97. 


There is a belief amongst analysts of the 
Pakistani political scene, that the Pakistan 
Peoples Party (PPP) represents the interests 
of the rural population, and in particular, of 
the large landowners and agriculturists. This 
perception of the party also includes the 
suggestion that the PPP is not an econo¬ 
mically nationalistic, progressive, or pro- 
industrial party, and does, in fact, adhere 
to non-cnlightened and non-progressive 
economic philosophies. The budget for this 
fiscal year, very adequately confirms these 
perceptions and beliefs. 

No matter how dear the IMF is to the 


hearts of the incumbent government, there 
is absolutely no jusiification to impose 
additional taxes on a community which is 
probably the only community which 
regularly pays taxes. The salaried classes 
and the business sector contribute almost the 


entire proportion of direct taxes gathered by 
the government. Now by taxing them along 
with everyone else in the form of enhanced 
sales taxes, and by imposing further taxes 
on their income m kind (perks), the 
government has dealt a cruel blow to the 
business sector. Not only have the 
agriculturists been spared any real taxes in 
the budget, but the perks of government 
employees too, areexempted. This horizontal 
inequity and discrimination against (private 
sector) employed people and industry, shows 
the anti-urban bias of the government. The 
government's proclamations that it supports 
the private sector and that it wants to initiate 
a private-public-partnership, are not much 
substantiated by its actions. 

This budget in many ways, has been a 
budget of contrasts: anti-industry and pro- 
agriculture; anti-development and pro¬ 
defence. There is also an important contrast 
between this year's budget and last year's. 
Last year’s budget was well received by 
industry and was considered to be a growth 
enhancing budget, where local industry 
would take the lead This year's budget is 
simply a revenue raising and revenue 
collecting exercise, and offers little direct or 
indirect impetus to economic growth. It was 
a softer, lenient budget last year, which tried 
to curtail inflation, which it did. This year's 
budget with such great reliance on an 
expanded net and with higher rates of sales 
taxes, will result in higher inflation. Most 
significantly, last year's budget seemed to 
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fee itae or m mdepeadeat, 4mm peo* 
nenonal budget, where the pn&rfties of the 
IMF were not central This year, the IMF’s 
four-per-cem-budgel-deficit-insisicnce 
forms the core of the budget 

The government’s total capitulation to* 
and complete dependence on the IMF 
becomes clear from the budget tor this year 
There is no semblance of independence 
sovereignty, or distancing from the Fund's 
programme tor Pakistan* nor any shame in 
such complete surrender The desire to 
achieve the 4 per cent deficit target at any 
cost has resulted in the government 
ignoring all other priorities The govern 
ment will do whatever the IMF wants it to 
do But, of course there is good logic in all 
this 

The government believes that it needs 
financial assistance from the IMF to carry 
out whatever agenda it may have in mind 
To be able to qualify for IMF loans a number 
of conditionalities have to be met and 
lowei ing the budget deficit i s the most impor¬ 
tant one Since current expenditure cannot 
be cut - defence debt servicing running the 
government with its numerous departments 
ministers and ministries - then taxes must 
be raised But taxes cannot be raised from 


the ^gcvpiduidsts* so thebnmtof 1 newtaxatton 
falls on (fee industrial and business sector 
and cm urban dwellers and consumers The 
government fulfils the IMF requirements 
gets a loan* stays in power and keeps its 
key (only 9 ) agricultural ally happy 

The only beneficial outcome ol this year s 
budget may be the awakening of the urban 
groups of businesses of the corporate sector 
and of industry Once these groups realise 
that they have a common agenda and a 
common goal they may be able to unite to 
achieve those goals While it may be a little 
ambitious and presumptuous to expect the 
industrial and business community to launch 
a (successful) movement against the 
government at this juncture - lor this is not 
1977 and we do not have an organised and 
united trading and business sector - at least 
pressure to have a progressive agricultural 
income tax imposed must be a minimum 
condition demanded by this diverse* though 
potentially united group The budget for 
this year may become an important learning 
experience in politics and organisation for 
the urban groups 

Lest we forget we should remind out selves 
of the events which took place almost 20 
years ago An organised vocal and militant 


urban political movement toppled t 
democratically elected leader m 1977 Wfftle 
there were many reasons lor opposition I© 
Bhutto the father his attitude and pokues 
towards the business community was at least 
one ot the major causes I or the emergence 
of opposition to his regime Undemocratk 
means to slay in power such as rigging the 
1977 elections was* ol course the major 
reason Some strange parallels seem to 
emerge now almost 20 years later An antit¬ 
urban anti business-sector bias of (be 
government of Bhutto* the daughter and an 
equally undemocratic attitude towards in 
this case not the electorate, but the judiciary 
The Supreme Court of Pakistan s decision 
to reinstate the democratically elected 
representatives of the local bodies/ 
government tn the Punjab was rest tnded by 
the (Peoples Party) Punjab government, no 
doubt on advice from the Peoples Parly 
federal government 

Although this is not the Pakistan pf 1977, 
and the world is a tar different place 20 years 
later it would only be a tool who would 
predict who would be in power come July 
S 1997 Those in power in Pakistan today, 
more than anybody else ought to be the 
most concerned 
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Fencing the Forest 

C onservation and Ecological Change in 
Indias Central Provinces 186(M914 
Mahesh Rangarajan 
The creation of the edifice of imperial 
forestry in the late nineteenth century 
had major consequenc es for the people, 
trees and wildlife of India’s Central 
Provinces The new regime of 
'command and control’ of forested 
hills and valleys marked an ecological 
watershed [uiang the Forest draws on 
archival and printed sources to shed 
fresh light on the ecological dimensions 
of the colonial impact on South Asia 


Competing Through 
Technology and 
Manufacturing 

A Study of the Indian ( ommerciil 
Vehicle* Industry 
Sanjay Kathuria 
Existing literiture focuses almost 
exclusively on macro parameters 
This study, a nre in-depth analysis 
of firms m a nnjor industry in an 
industrializing country satisfies the 
need for micro-u onomic studies of 
economic behaviour and perform ince 


India's Economic 
Reforms 1991-2001 

VijayJoshi / I.M.D. Little 
In 1991 Indn embarked on maior 
economu reforms that hive the 
pocentnl to transfonn its future 
economu development This book, 
written by two distinguished inalysts 
of the Indian economy is a 
comprehensive evaluation ot these 
rtforms It analyses the progress made 
in the last five years considers the 
likelihood of its continuance tnd 
suggests m agenda for the future 
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PERSPECTIVES 


Shrinking Itanocrocy and 
Expanding Thule 

' New Shape of the Imperial Stale 

James Petras 
Steve Vieux 

The new configuration of state power by neoliberalism depends upon 
the destruction of the chief ‘countervailing powers * of the post-war 
boom years . The resulting organisational vacuum at the grass roots is 
the prime structural precondition for the growth of the ultra right . 

Unions ; civil rights organisations and public interest groups have been 
the primary victims of this collapse of pluralism . It is a mistake for the 
Left to await salvation from the mechanical swing of the political 
pendulum or an economic crisis. 

THE political programme of the new special interest groups and reluming it to the 

RepublicanCongress.knownasthe‘Contract public. "The notion that government exploits 

with America’, is a thoroughly neoliberal the ’middle class* public-stifling productivity 
document. Neoliberalism is an aggressive and growth in the process is stated in the 
method foroverhaulingcapitalism and taking third of the ’core principles’; "Burdensome 
back benefits and concessions won by the government regulations stifle wages, 
working population during the post-war economic growth levels are frustratingly 
economic boom and during the long below the post-World War II norms, and the 
rivalry with the Soviet Union. The aims of average family today spends more on taxes 
the Contract are two-fold: to reconcentrate than it spends on food, clothing, and shelter 
wealth upward and to reconcentrate combined. The result is that middle-class 
political power in defence of the, new con- families are making theirfirsthomepurchase 
figuration of corporate wealth. Accompany- later in life, scrambling to pay college tuition, 
mg these changes is the increasing orien- and putting a second earner in the market 
tation of US foreign policy toward a not to support the household but to support 
'mercantile imperialism’ which concent- the cost of government' 1 (pp 14, 15). 
rates on the defence of US trading interests The central recommendations of the 

abroad. Contract proceed from these core principles. 

The central idea of neolibcralism is that First, the reliance of the poor, a key ’special 
interest groups exploit society by means of interest’, on government spending must be 
the political system. Politicians can only broken by submitting them to the discipline 
stay in office by transferring public funds of the market: forcing them to enter the low- 
to the interest groups through welfare wage labour market through the threat of 
payments, entitlements of all kinds, public prison and welfare cutbacks. Organised 
works, subsidies, etc. These transfers slow groups which defend the interests of the 

, down growth and innovation by imposing working class and the middle classes-unions 
taxes, regulations and other burdens on the and a variety of public interest groups - must 
capitalists. The interest group ’parasites’ be subverted and weakened. Second, the 
therefore, have to be submitted to neoliberal regulatory process and the judicial system 
policy. must be further insulated from the citizenry 

The theory of the state as the creature of to end their corruption by special interests, 
parasitic interest groups is stated in the first The first of these recommendations has a 
of the ’core principles' of the Contract with powerful racist subtext. Though it has other 
Amenca: “Elected officials have become so applications ’special interest* is a firmly 
enircnchcdand protected that they are established code word for Blacksand Latinos, 
unresponsive to the public they were elected While loudly decrying the sordid aims of 
to serve. We must make government more ’spedalinterests’,thenex^ib^programme 
efficient, making sure taxpayer* get their contains carefully concentrated payoffs to 
money’s worth and wresting power from big business, notably in the form of tax arid 


regulatory cuts, downward wtyg* pressure 
and proposed direct subsidies. 

The Contract is in fact largely about 
providing huge payoffs to the wealthy and 
the big corporations. The Contract promi ses 
a tax cut - including a reduction in the capita) 
gains tax, elimination of the minimum 
corporate tax and increased in vestment write¬ 
offs - of $ 189 billion over five years with 
over half of it going to corporations and the 
wealthiest 10 per cent of households (//IT, 
April 7,1995; WSJ April 6,1995). The Wall 
Street Journal , ( WSJ) described this as the 
’’biggest bonanza in years for the wealthy" 
(April 7,1995). The regulatory reform bills 
will systematically introduce cost-benefit 
assessments into regulation, gutting key 
provisions of the Clean Air Act, the 
Superfund law and the Safe Drinking Water 
Act, saving the corporations a bundle ( WSJ, 
February 9,1995). Proposed changes in the 
legal system would set higher standards of 
proof in product liability cases, strictly limit 
punitive damages m all civil cases and make 
law suit losers pay for the costs of the winners, 
changes that will all benefit the corporations 
immediately (NYT, March 6, 1995). 

Perhaps the most extreme of the giveaways 
to property interests is the Republican 
proposal which, in Senator Dole’s version, 
gives full compensation to property owners 
when federal regulations cut the value of 
their property more than 33 per cent. As an 
official from the State Conference of 
Legislators remarked, the new law would 
change the system from one in which the 
polluter pays to one in which the public pays 
{Multinational Monitor, March 1995). In 
the old days the criminal was thought to owe 
a debt to society. Under the Contract, society 
owes a debt to the criminal. Described by 
the Wall Street Journal as "the biggest 
expansion of property rights in the US 
history’’, this proposal would force the federal 
government to buy the right to regulate 
property owners, either blocking regulation 
or creating massive subsidies for the 
propertied class. According to neoliberal 
doctrine it is very bad for interest groups to 
receive government transfers, unless they 
own property (WSJ, April 4, 1995). A 
principal aim of the Contract is simply to 
funnel concentrated benefits to the business 
constituency of the Republican Party. 

I 

Reitnicteritt,Civil Society 

A second key element of the Contract is 
to disrupt the organisations and 
constituencies which oppose neolfberat 
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"jrtttcy.A'cfucWiifei ito 'faioe'tHe'ptor ’' 
into die low tod of ite labour muted One 
instrument of Ms policy is to continue the 
tncaroeMioA binge which has pin one in 
four black males behind bars.onprobation 
off parole, giving the l/S the highest rate of 
incarceration inihe world [Currie 1993:19}* 
As one light wing economist put it: “Wages 
for young people are low, and their 
unemployment is always substantially higher 
than for the older population. In addition, 
punishment for young criminals tends to be 
less severe, particularly for those under 
eighteen who are prosecuted as juveniles*' 
(Lczar 1994:89]. The incarceration strategy, 
therefore, aims to make crime too costly for 
poor and unemployed youth, particularly 
forcing minority youth into the low end of 
the labour market. Hence the $ 10.5 billion 
in money for prison construction, restrictions 
on prisoner appeals, relaxation of evidentiary 
rules, etc (NYT, March 26, 1995). 

A similar logic applies to the proposed 
changes in the welfare system. This time the 
aim is to force poor women into the labour 
market. The bill would eliminate 70,000 
unwed mothers under 18 from the welfare 
rolls. In addition it would limit cash benefits 
to five years eliminating four mi llion children 
from the rolls. Finally, it would remove 
automatic eligibility (‘entitlement* status) 
for AFDC payments (thecountry's principal 
social welfare programme) and cut $ 69 
million out of the projected spending for 
welfare over the next five years, turning the 
welfare budgets over to the states in the form 
of block grants (NYT, February 23. 1995). 
As in the case of the incarceration strategy 
for young men. the plan here is to eliminate 
alternatives to the low wage labour market. 

The new Republican Congress is also 
attacking unions and a variety of middle 
class interest groups. On the labour front the 
new Congress is trying to gut the 1931 
Davis-Bacon Act and the Service Contract 
Act that require contractors on federally 
funded projects to pay the local prevailing 
wage. In addition the Congress is trying to 
alter the National Labour Relations Act to 
allow company unions in the guise of 
management-dominated “employee involve¬ 
ment committees* that deal with terms and 
conditions of employment {Notional Journal* 
April 15,1995). The Congress is also trying 
to cut off federal funding to unions like 
AFSCME and other non-profits like the 
American Association of Retired Persons 
(the largest interest group in the country, 
with 33 million members). Planned 
Parenthood, the Childrens' Defence Fund 
and many other organisations which the 
Right accusesof using federal money illegally 
to lobby in defence of the welfare state 
{National Journal, April 8, 1995). 


attempt to insulate the federal and state 
government from lobbying, legal action and 
protest by ordinary citizens in line with the 
neoliberal obsession with the corrupting 
effects of interest groups. The insulating 
effort is most apparent in the restructuring 
of the regulatory process, the legal process 
and the increased reliance on block grants 
to the states as a means of organising social 
expenditures. Proposed regulatory changes 
will short circuit the intervention of public 
interest and advocacy organisations in the 
regulatory process. Underthe new law federal 
agencies would be forced to provide a cost 
benefit analysis of any regulation which 
would cost the economy more than $ 25 
million dollars instead of being guided by 
public health considerations or the available 
technology. In addition the regulatory cost 
benefit reviews would include 'experts' who 
were employed by industries that would be 
affected by the regulation {WSJ, February 
9.1995; NYT, February 10.1995). The cost 
benefit criteria would slow the regulatory 
process benefiting business and marginalis¬ 
ing public interest considerations while 
giving business a seat at the regulatory table. 

The proposed restructuring of the civil 
law system would have a similar effect by 
discouraging civil legal actions against the 
corporations through limiting punitive 
damages. The same outcome would result 
from requiring losers in some circumstances 
to pay the legal costs of the winners. Perhaps 
tens of thousands of lawsuits would be 
eliminated from the legal system by these 
means. The model here is British law in 
which a “loser pays' arrangement forecloses 
lawsuits by workers or middle class people 
against the corporations. The restructuring 
of thecivil legal system is a companion piece 
to the regulatory reform measures. It will 
insure that popular reform efforts rebuffed 
by the new regulatory process will not be 
displaced into the legal system. In both areas 
the effect will be the same: to raise barriers 
to popular reform efforts aimed at the 
corporations. 

TTie drive to insulate the political process 
from workers and the middle class is very 
evident in the elimination of the entitlement 
to AFDC and the use of the block grant to 
hand spending power over to the states in 
the areas of welfare reform and other 
spending. For conservatives this is an ideal 
manoeuvre; it has a democratic allure of 
bringing government closer to the people 
while reducing social spending oh foe poor. 
As long as AFDC is an entitlement the rolls 
expand when the economy slows as more 
.unemployed families apply for the 
programmes to which they are guaranteed 
entry as long as (hey meet the eligibility 


fixed disbursements trout the fedeimyt 
govOTment, the st es themselves wiri have * 
to raise taxes foadowhuunfemreidterisif^ 
demand. This they wifi be unlikely to do for 
two reasons. First, the states operate andefy 
a variety of fiscal constraints - balanced 
budget amendments, tax and expenditure 
limits, etc - which reduce their capacity 1 fefe. / 
adjust their revenues quickly arfe predictably; 
Second, the states are exposed to rife 
extortionate demands of big business whiifo J \ 
will move plants and shift investments to 
other stales or other countries tfthe “business 
climate’ is not to its liking, i e, taxes and ■ 
social spending are too high. 

The political groundwork out of which the 
Republican Contract emerges was originally 
set forth by the Clinton administration and 
the DemocraticCongress. Clinton supported 
the 1994Crimc Bill which earmarked billions 
for prisons and promised 1,00.000 new 
police. Clinton called for “an end to welfare 
as we know it*'. The Democratic Party hafc 
supported a conservative anti-welfare bill ~ 
including a four-year limit on benefits and 
a forced work requirement-as an alternative 
to the Republican bill (NYT, March 17.1995). ; 
Clinton has encouraged states to rearrange 
welfare provision, allowing Wisconsin to 
“experiment' with cutting welfare recipients 
off after two years, for example. And Clinton 
has been attacked by other Democrats for 
not defending the entitlement status of 
welfare vigorously (NYT, March 23,1995). 
Clinton has declared that he will sign a 
“moderate* legal reform bill ( WSJ. April 13, 
1995). And Clinton signed an executive 
order in 1993 which required cost-benefit 
analysis of any regulation costing the 
economy over $ 100 million (WSJ, 
February 2, 1995). Clinton is a neoliberal 
himself not an alternative. Gingrich's 
Contract is inconceivable - particularly in 
the areas of welfare, crime and state 
“innovation* - without the ideological 
spadework performed by Clinton. 

The Contract is not a ragbag of right-wing 
bigotry but an ideologically driven political 
programme directed at the reconcentraling 
of income at the top. Its aim is to use the 
current prostration of popular movements in 
the US as an opportunity to reshape civil 
society in the direction of greater market 
discipline through prisons, welfare cuts and 
attacks on unions and public interest groups. 

At the same time it seeks to reshape the state 
by insulating it from popular lobbying and 
legal pressure while amplifying the presence 
of big business in matters of law and 
regulation. The whole package is topped off 
with gifts and giveaways to the rich and (he 
corporations that will further increase income 
inequality: 
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T1icC^iracUsaci5iiccnUaicoif20years 
of neolfbcra! policy. Its efforts to weaken 
popular organisations and to insulate the 
state against popular protest reflect two 
decades of anti-labour, anti-civil rights 
policies. These long-term trends, fortified 
by the disruptive consequences of 
deindustrialisation, largely succeeded. As a 
result the House Republicans have been able 
to implement neoliberal policy rapidly, easily 
and on a broad front. Contrary to neoliberal 
claims, the interest groups representing the 
working class, the poor and the educated 
middle class arc not strong but very weak. 
It is the very weakness of these interest 
groups that enables and encourages the right 
to run roughshod over popular interests, 
whining all the while about the power of 
interest groups. 

Deindustrialisation thinned the ranks of 
the unionised sections of the industrial 
working class. This process was intensified 
in the early 1980s by Reagan's attack on the 
air-controllers' strike, which was taken by 
US capitalists as a declaration of open season 
on unions. Increasingly, strikebreaking and 
union busting, hitherto a rare tactic in the 
post-war period, became commonplace as 
corporations like Bridgestone, Caterpillar 
and American Airlines confronted their 
unions head on. Union organising was largely 
blocked as corporations simply fired 
organisers, certain of adilatory and compliant 
NLRB. In the wake of this offensive union 
membership has been cut in half in the last 
30 years. The union movement has been 
monotonously defeated on key legislative 
mauers for nearly 20 years from common 
site picketing and labour law reform under 
Carter to GATT and NAFTA under Clinton. 
Reflecting these changes, labour’s share of 
income, which had steadily risen inthe 1960s, 
stagnated in the 1970s and declined in the 
1980s. As its membership and finances 
shrunk, the labour movement came more 
and more to be treated as a pariah 'special 
interest* by the Democratic Parly. Thus the 
key 'countervailing power’ of US pluralist 
doctrine was unceremoniously retired. 

Deindustrialisation and the attack on the 
union movement established the agenda for 
state policies toward the poor. Selective 
repression at the end of the 1960s robbed 
the black left of its leadership and lime to 
develop. The sinews of resistance in the 
minority communities were eroded as 
industry abandoned the cities leaving behind 
low-paid, unstable dead-end service jobs. 
Black youth, in the forefront of the Black 
Power and Civil Rights Movements of the 
1960s, was hamstrung by a judicial system 
which produced a Black rate of incarceration 
•of 3,000 per hundred thousand, compared 
to Northern Ireland's rate (Europe's worst) 
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161-63]. The once mighty civil rights 
movement has been unable to defend social 
spending for the poor. By the late 1980s, 
the real value of AFDC, food stamps and 
Medicaid had fallen about 30 per cent since 
the mid-1970s (Yates 1994:74]. The cities 
which nourished Malcolm X, the Black 
Panthers and a wave of Black activism are 
no longer launching political initiatives. 

Even the educated middle classes have 
come under attack. A manufacturing base 
which requires fewer blue collar workers 
requires fewer while collar workers, at least 
here in the US to supervise labour, monitor 
production, and develop new processes and 
products. Deindustrialisation has inevitably 
been followed by the 'restructuring* of the 
educated classes. Hundreds of thousands of 
university educated employees have been 
expelled from industry in recent years. Large 
contingents have been dismissed from public 
employment under the pressure of the 
neoliberal attack on taxation and government 
spending. Nor have the chief interest groups 
of these classes - the public interest or 
advocacy group - been spared. Just as 
American Association of Retired Persons 
and Planned Parenthood are under attack 
today, the Reagan administration in its effort 
to 'defund the left’ forced staff cutbacks and 
reductions in activity on a variety of interest 
groups by cutting back funding for these 
groups [Walker 1991:150-54]. Many of these 
groups responded by increasing their 
reliance on business and foundation support, 
a fact which has no doubt contributed to the 
crisis of purpose and political orientation in 
many of these groups, particularly environ¬ 
mental groups. 

The Contract continues a long-standing 
neoliberal effort to insulate the state from 
popular pressure. For the last quarter century 
US presidents have directly interfered in the 
regulation of industries in favour of big 
business, from the Office of Management 
and Budget under Nixon and Reagan to 
Carter’s Regulatory Analysis and Review 
Group to Bush's Competitiveness Council 
l Vogel 1989:172,250). Cost benefit analysis 
of regulation has been advanced under Carter 
and Clinton [Vogel [989:172, 247]; (WSJ, 
February 2,1995). Contract-sty ^devolution 
and block grams to the states were pioneered 
by the Reagan administration. As one White 
House official under Reagan put it: "We 
have consciously set out to force political 
decisions and the struggles that accompany 
them down to the state and local level" 
[Seidman and Gilmour 1986:215*16]. The 
Contract is part of a long-term trend 
developed piecemeal by Democratic and 
Republican presidents. In its themes, methods 
and victims the Contract builds on the 



The combined effects of deindustria¬ 
lisation, state-managed demobilisation of < 
the citizenry end an increasingly insulated ; 
state are evident in the declining levels of 
political participation. This is confirmed by 
the 11 percentage-point decline in voting 
participation over the past 30 years. The 
abstainers are to be found principally among 
those classes who in other countries vote left 
or labour. The decline in voting reflects the 
absence of any popular organisations capable 
of mobilising and informing voters as well 
as the increasing unwillingness of the two 
major parties to deliver any material payoffs 
to middle or working class constituencies. 
Two mainstream academics said of the 
decline of voter turnout: 'The economic 
inequalities in political participation that 
prevail in the United States today are as targe 
as the racial disparities in political 
participation that prevailed in the 1950s" 
[Roscnstonc and Hansen 1993:248). 
Neoliberalism is turning US democracy into 
a hollow shell. 

Just as neoliberal economics furthers the 
reconcentration of social wealth, neoliberal 
politics furthers the reconcentration of 
political power. The oligarchical tendency 
in the economy calls up a matching, 
reinforcing tendency in political life lor two 
reasons. First, wealth cannot be redistributed 
upward without resistance in the context of 
a vibrant democratic civil society abundant 
with popular organisations and social 
movements and a responsive and accountable 
state administration. An active, organised 
populace will use the leverage the state 
provides to block the upward redistribution 
of wealth. Second, an increasingly 
oligarchical polity restricts the possibility ot 
a successful backlash against the 
redistribution once it is well under way. A 
demobilised people, demoralised by an 
unresponsive, unaccountable state, has a lot 
of ground to cover before it can challenge 
the trend toward the reconcentration of 
wealth. Right-wing assaults on democracy 
are nothing new in the history of capitalism. 
The novelty of the neoliberal strategy is to 
preserve the procedures, schedules and rights 
of electoral democracy while systematically 
eroding those features of civil society and 
state which make broad political mobilisation 
and participation possible. 

II 

Decline of National Security State 

Internationally, the imperial postureof the 
US state is changing as well. It is assuming 
more of an economic role and increasingly 
abandoning its cold war worldwide military 
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r-:#® ideological taskk. cold h^gjven 
wily totfade war as rise US state .promotes 
US exports abroad rather than US military 
advisors and bases. The best known cabinet 
member today is not a grave, sabre-rattling 
secretary of defence or state but the 
ingratiating Ron Brown, secretary of 
commerce who has racked up S 13 billion 
in sales during junkets around the world 
with US CEOs. The growing commercial 
orientation of the US state is grounded in 
the expansion of exports as a percentage of 
national output, rising from 7.2 per cent of 
GDP in 1985to 10.12percemin I994(VWT. 
January 8,1995) and the rising importance 
of profits earned abroad for the US corporate 
bottom line: foreign earnings are expected 
to contribute one-third of corporate profits 
by 1997 ( Fortune , May I, 1995). 

The Clinton administration has attempted 
to rationalise and boost US government trade 
promotion through the Trade Promotion Co¬ 
ordinating Committee (TPCC), an inter¬ 
agency grouping in the Commerce 
Department which has attempted to redirect 
promotional efforts away from an 
overwhelming emphasis on agriculture to 
products such as aircraft, automobiles, and 
electronic products. 

The administration quickly targeted so- 
called Big Emerging Markets such as Brazil 
and India for trade promotion and began 
working with leading corporations to further 
deals in these markets (NVT, October 2. 
1995). In addition the administration 
vigorously promoted the GATT and NAFTA 
treaties at the cost of antagonising organised 
labour within the Democratic Party. The 
administration has persistently pressured 
major trading partners threatening oraclually 
imposing major trade sanctions, however 
briefly, on China, Korea and, most 
consistently. Japan. Accusing China of 
pirating US intellectual property such as 
movies, software and tapes, the US targeted 
$ 2.8 in Chinese imports for protective 
tariffs (NYT, January 1, 1995). Trade 
conflicts with South Korea brought US 
relations with that country to a new low 
(NYT, February 6, 1995). 

J apan has been the chief target of Clinton's 
merchant diplomacy. After 15 months of 
acrimony, Japan agreed to open its insurance, 
glass, medical and telecommunications 
markets to US products and services in 
late 1994. Last year agreements were also 
reached on public construction and cellular 
telephones. This year the US has been 
pressing Japan to purchase US auto parts and 
to open the Japanese auto market. The 
administration thought early 1995 an 
opportune time for pressure on the Japanese 
auto industry since some of the companies 
were in the red and Mazda was in danger 
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V. 9*^go^ofbusiness<A^)T,May 8,1995). 
In the spring of 1995the administration gave 
Japan a month's notice of its intent to impose 
100 percent tariffson Japan’s very profitable 
luxury auto exports to the US. Clinton’s 
dollar diplomacy was aided by the stagnant 
Japanese economy, emerging from its worst 
recession in decades, and the earthquake at 
the port of Kobe, which contributed to J apan’s 
economic troubles. In addition the 
administration sat on its hands as the dollar 
sank to record lows against the yen, a policy 
of intentional neglect which brought loud 
protests and complaints from US trading 
partners and increased the pressure on the 
Japanese. As Business Week said of the 
administration: They're determined toexploit 
the strong yen by provoking an all-out 
confrontation” Business Week , April 24, 
1995). 

Well-placed observers on both sides of the 
dispute have argued that the trade controversy 
between the US and Japan is beginning to 
corrode long-established security arrange¬ 
ments in the Pacific (NYT, May 7, 1995; 
NYT , May 14, 1995). Corrosion of one ol 
the diplomatic fundamentals of the cold war 
era is clear evidence of the extent to which 
trade and commerce are gaining the upper 
hand in US foreign policy. 

Further evidence of the ascendancy of 
'mercantile imperialism’ is provided by the 
involvement of the CIA and the Pentagon 
(prime instruments of imperial policy during 
the cold war) in planning and implementing 
the new turn toward trade and commerce. 
In the latest round of disputes Japan appealed, 
as it has traditionally done in such disputes, 
to the security tics of the two countries and 
suggested that Pentagon interest in security 
issues might soon blunt the administration’s 
trade offensive. The Clinton administration 
replied that the Pentagon had not opposed 
US trading strategy toward Japan but had 
been involved in the planning sessions on 
trade strategy (WSJ, March 9, 1995). 

The new turn has been evident in the 
recent actions of US intelligence as well. 
Ron Brown and Kenneth Brody of the Export- 
Import Bank in the course of their work in 
the TPCC have consulted with the 
intclligenceagencies. Brody remarked before 
a Senate committee: “...the co-ordination 
coming from them (the i ntcll igence agencies) 
is at the forefront of the government in co¬ 
ordination of economic information where 
we need it" [US Senate. Banking Committee 
Hearings 1993:30). The most glaring 
example of intelligence involvement in this 
area came during competition between US 
and France f or $ 1.5 billion Brazilian contract 
for a satellite and radar system to monitor 
conditions in the Amazon rain forest. The 
US government intervened vigorously on 
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behalf of the eventual contract 
Raytheon. Evidence of French bribery 
provided by US intelligence reportedly 
helped turn the tide in Raytheon’s favour 
(Washington Post , December 25, 1994). hi 
late February of this year the French', 
government made public extensive evidence 
of US espionage in France aimed at 
determining the general direction of French 
trade policy as well as more specific 
information on the French 
telecommunications industry. In an 
unprecedented step, the French ex polled five 
Americans including four working at the US; 
embassy, among them the CIA chid of 
station (Le Monde , February 23, 24, 1995). 

What is the link between the slate, 
sponsored decline of pluralism and growth 
of inequality at home and the increasing 
stale support of US commerce and trade 
abroad? This was perhaps most evident in 
Clinton’s recent hail out of the Mexican 
government following the devaluation of 
the peso. The US provided $ 20 billion as 
part of an overall bail out totalling $ 40 
billion. As Clinton and the Republican right 
quarrelledoverthedctailsof throwing welfare 
mothers orf the dole. Clinton doted out $ 20 
billion, much of which enabled to Mexican 
government to pay off rich Mexican and 
US bondholders, who promptly moved their 
funds out of Mexico. This is perhaps the 
model for the new state order: slate funds 
flow upward and outward to insure economic 
stability for US business and to benefit 
wealthy invesiors. The Contract with 
America is closely linked with the growing 
comniercial/cconomic role ol the imperial 
state overseas: more resources arc transferred 
by the state from domestic social expenditures 
and domestic salaries both to the rich at 
home and to slate subsidies and revenues to 
multinational corporations abroad. The 
whole process is driven by the sharply 
increasing weight of exports in the US 
economy and the increasing profits earned 
abroad by US corporations. 

Conclusion 

As wc’vc seen the new configuration of 
state power depends upon the destruction of 
the chief ‘countervailing powers’ ol the post¬ 
war boom years. The state less and less 
recognises and reconciles t he popu lar classes 
and their organisations to the dominance of 
capital and more and more assumes the 
shape of an unmediated class state. The 
resulting organisational vacuum at the grus.s 
roots is the prime structural precondition for 
the growth of the ultra-right and right-wing 
terrorism. But the ultra-right has also been 
nourished by government toleration ol pro 
life and anti-environmental terrorism, by (he 


2017 





Economic and Fdtlfctf WMtty * 4 ? ??»*9% 










India in the World Economy. 1400-1750 
Andre Gunder Frank 

Ricardo versus Tooke: An Old Controversy Revisited 
DMNachane 
N R Hatekar 

Cooper's Contractionary Devaluation Hypothesis: A Note 
Pronab Sen 

Challenging Mainline Economics 
Contributions of Kenneth Bouldlng 
Pradeep Banerjee 

Quantitative and Qualitative Methods to Social Science Enquiry 
Econometric Methods and Interdisciplinarity 
Parthasarathl Shome 
Carlos J Moreno 




India in the World Economy, 

Andre Guilder Frank 


World development between 1400 and 1800 lefiecrs not Asia s weakness but its and particularly Chum's and India's 
economic strength and Europe s relative weakness m the global economy Font was all these regions' joint participation and 
place 1/1 the single but unequally stiuituted And unevenly changing global economy that resulted also in changes in then 
relative positions in the world The common global economic expansion since 1400 benefited the Astan centres earlier and 
more than it did Europe Africa and the Americas However this very economic benefit turned into a growing absolute and 
relative disadvantage for one A sian region after another m the late / 8th century Production and trade began to atiophy as 
growing population and income and growing ec onomu and social polarisation exetted pressure on resources, constrained 
effective demand at the bottom and increased the availability of cheap labour in Asia more than elsewhere m the world 
Contrary to Marx and Weber, however, tkisnewEuropeanparncipattoninworlddevelopmentwasnotbasedonany unique 
development of capitalism' nor on scientific revolution' in Eutope after the Renaissance and, still less on any exceptional 
western * rationalism' inherited from Judaism or Greece Instead, some Eumpeans then managed to climb on the Asian 
economies' shoulders The Eutopeans pursued policies adopted by thelatterday Newly Industrialising Economies (NIEs), t first 
of import substitution and then increasingly export promotion to and within the global world market Eutopeans innovated 
labour-saving and power-generating technologies that responded to world economic population/resource relations of 
demand and supply whu h began to favour the west over the east 


An Introduction to India in the 
World Economy 

THE world economy surrounding the Indian 
Ocean and the China Sea began a renewed 
long period of expansion around 1400 AD 
As part thereof around the Indian Ocean we 
may visualise a sort ol necklace ot port city 
empona strung around Asia 

The most important of these port cities were 
going clockwise, Aden and later Mocha 
Hormuz, several in the Gulf of Cambay (at 
different times Diu Cambay and Surat) 
Goa, Calicut Colombo Madras Masuli 
patnam Malacca and Acheh All no doubt 
rose and fell in importance during our period 
but certain common churactei tstics can be 
mentioned In all ot them the population was 
exceedingly diverse including usually 
representatives of all the ma|oi seataring 
communities ol the Indian Ocean and some 
times from outside Chinese in Malacca 
Europeans in most of them All of these 
port ultes also acted as transhipment centres 
Some with unproductive interiors such as 
Hormuz and Malacca hod this as then almost 
exclusive lole but even exporting pons 
funnelled on goods tiom elsewhere Poll 
Ocally all these port cities had a large or 
ai least a necessary degree of autonomy 
Some were completely independent [Pearson 
and Das Gupta 1987 13] 

The geographical and economic centre of 
this Indian Ocean world was the Indian sub¬ 
continent itself Much of it was highly 
developed and dominant in the world textile 
industry al ready before the Mughal conquest 
However, the latter futther united urbanised 
and commercialised India notwithstanding 
the impcnal Mughal s alleged financial 
dependence on agriculture and Us tax yields 
tn laci by the 17th century the principal 


Mughal capitals ot Agra Delhi and Lahore 
each counted some half million and some 
of the above mentioned commercial port 
cities2 00,000inhabitants each Urbanisation 
in cities over 5,000 reached 15 per cent of 
the population This was significantly higher 
than later Indian urbanisation in the 19th 
century and it may be compared with some 
30,000 inhabitants each ot European [con 
trolled] enclave cities in Asia like Portuguese 
Malacca and Dutch Batavia [Reid 1990 82] 
Total population in the Indian subcontinent 
also expanded perhaps doubling in three 
centuries from some 100 million in 1500 
to 140 150 million in 1600, and 185-200 
million in 1800 [Richards 1996] 

Referring to India, Chaudhun (1978 185) 
writes 

taken as a whole the caravan and seaborne 
trade of India was oriented more toward 
exports than imports and the favourable 
balance was settled in precious metals 
India s tiade to the Middle East was 
dominated by the import ot treasure just as 
exports to south east Asia were balanced by 
imports of spices aromatics and Chinese 
goods There was even considerable re 
export ot silver from the subcontinent in the 
direction of Java Sumatra Malaya and 
China Large quantities of cotton textiles 
were exported to Manil a and were then sent 
to Spanish America by way of the galleon 
trade to Acapulco The returns were made 
largely in silver 

So, India had a massive balance of trade 
surplus with Europe and some with west 
Asia based mostly on its more efficient low 
cost cotton textile production and also of 
course on pepper for export These went 
westwards to Africa, west Asia, Europe, and 
from there on across the Atlantic to the 
Caribbean and the Americas However India 
also exported iood staples, like nee, pulses 


and vegetable oil both westward (as also 
already in the third millennium BC [Frank 
1993] to the trading ports ol ihe Pei sian Gult 
and Red Sea [which also depended on Egypt 
tor grain supplies], and eastward lo Malacca 
and elsewhere in south cast Asia In return 
India received massive amounts of silver 
and some gold from the west directly around 
Ihe Cape or via west Asia as well as from 
west Asia ttsel! Mocha (which has given 
its name to coffee) was called the ueasure 
chest of the Mughal* for the silver derived 
from trade with the same Since India 
produced little stiver of its own it used the 
imported silver mostly lor coinage ot re 
export, and the gold lor coinage (ol pagoda 
coins), jewellery and hoarding 
India also exported cotton textiles to and 
imported spices trom south cast Asia The 
same route was used to exchange cotton 
textiles tor silk and porcelain and other 
ceramics with China However India had 
a balance of trade deficit with south east 
Asia and especially with China Thereloic 
India was obliged also to re export especially 
silver both to south east Asia and to China 
However the vast bulk of this trade was in 
Indian largely Muslim hands and on Indian 
built shipping, although some was also tn 
Arab and south-east Asian - also Muslim 
- hands A very small albeit m the 18th 
century growing, share was in one or another 
European country's ships, which however 
also employed Asian captains crews, and 
merchants [Rayachaudhuri and Habib 
1982 395-433 Chaudhun 1978] 

! nland trade moved hy water and overland 
Ubiquitous short-haul (small boat) shipping 
went all alongand around the coasts of India 
Inland waterways were available in many 
other parts ot India, especially in the south 
Even in the north, shipping was built and 
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Thatta, Lahore, Allahabad, Bihar, Orisia (Ihavedi»cus»cdsomccfthescccntral Asian 


am) Bengal. Caravans muftbertng from 
10,000to40,000pack and/ordraughtanimals 
at a time moved Overland, Combination* of 
all of the abo vecriss-crossed the subcontinent 
and with transhipment connected to and 
from long distance maritime trade. “We see 
the relation between activities on land and 
sea as asymmetric. Most of the time sea 
activities had less influence on those on land 
than vice versa" [Pearson and Das Gupta 
1987:5]. Almost all the port cities were in 
organic symbiosis with the caravan routes 
into and from their respective hinterland 
interiors and sometimes also with distant 
trans-continental regions, especially in 
central Asia. Indeed, Chaudhuri (1990:140) 
suggests that the continental overland and 
Indian Ocean maritime trade should be 
viewed as mirror-images of each other. 

In southern India, the inland capital of 
Vijayanagara was for a long time the focal 
point of trade to and from Goa in the west, 
Calicut in the south, and Masuiipainam and 
Pulicat on the Coromandel coast to the east. 
These and many other port cities, and of 
course especially those with no or relatively 
unproductive hinterlands, were highly 
' dependent on staple food imports, via other 
port cities from farther up or down the coast, 
but often also from ports with access to rice 
and other grain producing areas thousands 
of miles distant. Moreover, the first and last 
named port cities and Vijayanagara also had 
overland connections to the north, both to 
inland centres such as Hyderabad and 
Burhanpur and to the north-west Indian port 
of Surat (or at other times Cambay), which 
in turn were entrepots for the Punjab and 
north of that central Asia. [For more details 
see Subrahmanyam 1990.] However, 
the trade of central Asia had no such direct 
connections with the sea, and yet the whole 
region itself exercised a vital influence on 
the lives of the people closer to the monsoon 
belts of the Indian Ocean. In terms of direct 
relationships, the central Asia caravan trade 
was complementary to the trans-continental 
maritime commerce of Eurasia... The rhythm 
of trade and its volume were themselves 
function of the two separate conduits. When 
the overland route was obstructed or made 
politically unsafe, the seaborne trade gained 
at its expense... The overland trade fol lowed 
geographical lines which had been worked 
out over many centuries, and the relative 
merits of alternative road-systems were Well 
understood. The trade was also highly 
organised [Chaudhuri 1978:172]. 
Moreover, there was a millenarian and 
still continuing India-China trade across 
Nepal and Tibet. That is, Bengal and Assam 
exported textiles, indigo, spices, sugar, hides 
and other goods to Tibet forsalcto merchants 
there who took them on for sale in China. 
Payment was in Chinese products, tea, and 


routes and their ‘silk road’ history in Frank 
(1992), and the present discussion of central 
Asia is further on in this essay.) 

Different Indian regions also traded and 
had balance of trade surplus/deficits with 
each other. The major coastal regions, 
Gujarat, Malabar, Coromandel, and Bengal 
all traded with each other - and with Ceylon 
- and also served each other as entrepots in 
transoceanic and continental caravan trade. 
They also competed with each other as 
‘expoiters* to the interior of India, where 
their maiket areas overlapped. However in 
general, the interior had an export surplus 
with the coastal ports and in exchange 
received imported goods and coin, which 
had been minted from imported bullion [or 
melted down foreign coins] in or near the 
ports. Silver tended to move north into 
regions governed by the Mughals, and gold 
went to the south, especially to Malabar and 
Vijayanagara. We may look at some major 
Indian regions in particular. 

North India was active in inter-regional 
and International' trade with central and 
west Asia, as we have already noted. Grover 
summarises production for regional and inter¬ 
regional trade of several inland regions: 

Trade in the industrial products of many a 
region of north India was well established. 
Most villages... produced a variety of piece 
goods... The industrial products of com¬ 
mercial regions in many a province of north 
India were exported to otherplaces. Kashmir 
manufactured and exported silk cloth, 
shawls, blankets, woollen cloth on a large 
scale and of various fine varieties, wooden 
articles and paper; Sindh - silk cloth, cotton 
textiles, skin-hides, wooden articles, ivory 
bangles, gumlacc and saltpetre; Lahore - 
cotton textiles, shawls* blankets and paper 
...Delhi-shawls, blankets, utensilsof copper, 
brass and other types, paper, huqqa (for 
smoking) and glass vessels; Agra ~ utensils 
of copper brass, wooden articles and paper; 
Allahabad - wooden articles, glass vessels, 
paper, gumlace: Bihar - wooden articles, 
glass vessels and other domestic utensils, 
saltpetre, paper, gumlace, iron articles like 
grid irons, sauce pans, forks and knives.. 
[Grover 1994:235]. 

The Indian Ocean/Arabian Sea west coast 
of India was the site of the major port-city 
entrepots of Diu. Cambay and then Surat in 
Gujarat and the Malabar coast, including the 
Portuguese entrepot at Goa. They were the 
major ports of call for monsoon driven coast 
hugging shipping from the Red Sea and 
Persian Gulf, as well as on some circum- 
African maritime routes from Europe, and 
regional shipping to the Indus estuary and 
northward to the Sindh. Surat/Cambay were 
also the turnaround points for the overland 
caravan trade with Persia, Russia, Central 
Asia, the Punjab, and south-easteriy inland 


regions of India; a 

or wheat to most of them. Moreover, tfife' 
Gujarat and Malabar ports maintained m#k : \ 
relations with Coromandel and Bengal on 
the east side of the Indian sub-continent, 
and with south-east Asia, China and Japan/ 
Their manufacturing industries specialised 
in the production and export, especially of 
textiles, westward and northward. Over and 
above their imports of horses, and metals/ 
consumer and other goods from th&e 
directions, their balance of trade surplus 
with these regions was covered by the inflow 
of silver. Some of that was however re*. 
exported tocover deficitary maritime import 
trade from the east, from which Gujarat was 
both an importer for itself and its hinterland 
and very importantly for transhipment 
westward to west Asia, the Mediterranean, ; 
and Europe - and from there to Africa and 
the Americas. Nonetheless, most trade was 
in Indian, although also Arabian and Persian 
hands; and even as late as the 18th century 
only about 12 per cent of Surat trade was 
European [Das Gupta and Pearson! 
1987:136). 

The Coromandel coast facing the Bay of 
Bengal on the east of India had many im¬ 
portant centres of production and export, 
although perhaps only about the one-tenth 
of its production was for export. A mqjor 
one was its export of cotton textiles east ward 
to south-east Asia and China, and its import 
of spices, porcelain, the gold. Another role 
was its entrepot function, both in trade with 
and among other regions of India and 
worldwide, most of which was in Indian 
hands. However, the Dutch and later other 
Europeans also used the Coromandel loca¬ 
tions and resources for their own Indian and 
worldwide operations. The former was 
especially with Bengal to the north-east, 
from which it imported foodgrains and silk, 
and with Gujarat to the north-west, as well 
as of course to the aforementioned interior. t 
However its geographical location and 
productive diversity in textiles, pepper, 
indigo (for dyes), rice, iron/steel, diamonds, 
and other commodities too numerous to 
mention here but also slaves made Coro¬ 
mandel the major way-station for trade both 
eastward and westward. It imported Persian 
and Arabian luxury consumer goods and 
horses for transhipment from the west 
eastward. 

From the east, Coromandel imported 
spices, woods, elephants, lead, zinc, tin, and 
especially copper and gold, some for tran¬ 
shipment further west again. Eastward the 
trade was with continental and island south¬ 
east Asia and especially Acheh and Malacca, 
China and Japan as well as to Manila and 
the galleons to Acapulco (and of course with 
neighbouring Ceylon per se and as another 
way-station). Westward, Coromandel was 
the major area not only of transhipment but 
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commodities and precious metals for trade , 
with the Maldives and from there- and also 
directly - to Africa, with the Persian Gulf 
and the Red Sea and from there to the 
Mediterranean and/or around South Africa 
to Europe-and from there across the Atlantic 
to the Americas. Coromandel also traded 
with Goa and Surat/Cambay, both forlndian 
inter-regional trade and as way-stations in 
turn on the above mentioned world trade 


routes. Moreover of course, the Coromandel 
Coast ports served as entrepots also for the 
above mentioned inland trade, but in 


competition with ports elsewhere on the 
Indian coast [Arasartnam 1986). 

The most productive region of all was or 
came to be Bengal. It exported cotton and 
silk textiles and rice to most of the other 


regions of India. Some went southward to 
and along the Coromandel east coast, and 
goods went or continued over to Surat/ 
Cambay on the west coast, as well as overseas 
westward to west Asia and Europe and 
eastward to south-east Asia and China. 
Thereby, Bengal absorbed silver and gold 
from all directions, including overland from 
Tibet/Yunnan/Burma, and across the Bay of 
Bengal from Burma. Bengal supplied 20 per 
cent of Indian and 1S percent of all the EIC’s 
imports in 1670, about 35 per cent of both 
in 1700, but already almost 80 per cent of 
Indian and 66 per cent of ail imports by 
1738/40. By 1758/60, just after the Battle 
of Pla&sey the Indian share was 80 per cent, 
but the share of the total had declined to 52 
per cent, as the Chinese share had risen from 
nothing a century earlier to 12 per cent in 
1740 and 34 per cent by 1760. However, 
by then part of the Bengali exports were 
opium, with which the EIC replaced some 
of the silver as its medium of payment to 
China [Altman 1981:51]. 

An interesting observation in the light of 
the recurrent Bengal famines since 1770and 
still in our times is Chaudhuri's (1978:207) 
observation that up through the early 18th 
century Bengal could always be depended 
on as a supplier of food when crops failed 
in other regions. Another interesting obser¬ 
vation is that of Perlin (1983:53) who notes 
“the lack of any serious regional mono¬ 
graphs on [Bengali or other Indian] textile 
industries, in the 17th or 18th centuries, of 
a kind [that have been] long legion in the 
European historiography'*. 


II 

Bpw American Money H dped Expand 
Indian Population and Frontiers by 
OiUng the Wheels of Production and 
Grouting the Palms of Trade 

This trade and industry was further 
stimulated, and India's balance of trade 
surplus with west Asia and Ettfope was 
settled by the inflow of silver ^jjp||be west 


China and' 'nidbdhHcii^ 
through chain links; 

The bullion (lowed out of Spain to England, 
France, and the LoW Countries for purchase 
of manufactured goods unavailable in 
Castile. From English, French, Flemish or 
Dutch poru Spanish pesos were transhipped 
through the Baltic or Murmansk into 
Scandinavia or Russia and traded for furs. 
In Russia... (silver] went south-eastward 
along the Volga Into the Caspian Sea to 
Persia, where it was sent overland or by sea 
to Asia. Spanish-American bullion also 
flowed out of Spain through the Mediter¬ 
ranean and eastwardby. land and water routes 
to the Levant. India procured its American 
silver by means of traffic from Suez through 
the Red Sea and into the Indian Ocean, 
overland from the eastern end of the 
Mediterranean through'Turkey and Persia 
to the Black Sea. and finally into the Indian 
Ocean, or directly from Europe on ships 
rounding the Cape of Good Hope following 
the route discovered by Vasco da Gama. The 
latter way was also used by Portuguese, 
Dutch, and English ships to carry Spanish 
American treasure directly to Asian ports to 
exchange for Asian goods. Lastly - and long 
ignored - American silver found its way to 
the Orient by way of the Pacific route from 
Acapulco to Manila [TePaske 1983:433]. 

In India, Spanish American silver began 
to arrive via west Asia and around the Cape 
of Good Hope at the turn of the 16th/17th 
centuries. The Mughal empire was financed 
and maintained with silver, and its coinage 
and currency was henceforth heavily 
dependent on the influx of silver from abroad. 
Mostofit ultimately came from the Americas 
via Europe and the Levant/Persian Gulf/Red 
Sea route, but some also originated in 
Ottoman lands and Safavid Persia. At Surat, 
for a time India's most important port, the 
big trading companies (which were by no 
means the only suppliers) brought about half 
of the arriving silver from the west (of which 
less than 30 per cent via the Cape of Good 
Hope and most via the Red Sea, the Persian 
Gulf and overland, including from Russia); 
and another 20 per cent came from Japan, 
via Taiwan, where the Dutch VOC had 
exchanged it for gold. In 1643-44, more than 
half the silver arrived via the Red Sea and 
Persian Gulf [Steensgard 1990:353]. 
Increased inter/intra Asian trade and specie 
shipments by Indians and other Asians 
themselves, however, reduced the Euro¬ 
peans* share from half in 1640 to only one- 
fifth by 1700. Moreover, most of the silver 
arrived, not by sea around the Cape of Good 
Hope, but by caravan and via die Red Sea 
and Persian Gulf from Egypt, the Levant, 
Turkey and Russia [Brenning 1983:479,481, 
493], 

The British East India Company also 
brought gold from the east to India and paid 


Punjabfcom centre! A^andptribabiy ijm 
Bengal from Tibet/Szectiuan/Yumsan and 
Burma. However, India was only the 
penultimate 'sink' for the world’s silver, 
since India itselfhad to re-export some silver 
further eastward to remit it especially to 
China, Gold also flowed into India, especially 
to the south of the subcontinent, both from 
west Asia and from Japan and China in east 
Asia and especially from south-east Asia. 
Thereis alsoevidenceof the onward shipment 
of silver from India to south-east Asia and 
China. However, Richards (1987:3) claims 
that Mughal silver coin sent eastward soon 
returned, and that unlike the Ottoman Turkish 
and the Safavid Persian empires, the Mughal 
Empire was able to export enough goods to 
pay for its imports, so that it had no need 
to export specie, which instead flowed in to 
augment its own supply. 

The 'price revolution* in Europe in the 
16th century has long been attributed to the 
increase in the supply of silver from the 
Americas. The debate about prices spilled 
over also to refer to Asia, first because some 
of the American money left Europe again, 
and second because it arrived in Asia and 
thereby also increased the supply of money 
there. So the question comes whether the 
new American money and/or population 
increases also generated inflation in Asia. 

The effects of the new money on prices 
in India have been the subject of dispute. 
Hasan (1994) argues that silver imports did 
lead to price inflation. His estimate of silver 
in circulation shows it tripling between 1592, 
when inflows became significant, and 1639. 
Since production could not have kept this 
pace; prices must have risen, he reasons. 
After also examining price changes for a few 
commodities, though “we have little 
information about the prices of commodities 
of mass consumption*' [ibid: 175], Hasan 
concludes that there was a significant price 
inflation. 

Brenning (1983) challenges this thesis, 
shared by Habib and others that India, like 
Europe but only later, was visited by a 'price 
revolution' in the 17th century. Rather, 
although there were brief periods of price 
rises in the 1620s and again the mid-1650$ 
and 1660s, on the whole prices remained 
fairly stable at other times and only rose 
moderately over the whole 17th century. 
Indeed after their mid-cehtury increase, prices 
stabilised after 1670just when siJ ver imports 
again accelerated. Brenning appeals to 
"powerful local developments affecting 
regional monetary history" (p 493), but he 
does not spell them out. However, even 
Habib (1987:138-39)equivocateson whether 
there indeed was inflation and, if so, how 
so: 

Theprobiem of the impactof the 17th century 

stiver 'inflation' on the structure of Mughal 


Economic 
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coined metal, and it what time, payments 1 
were being made. There is die further 


Mb. the** in Bengal were; relatively low 
aiMlfem^iiedstablebetw*eA 1657hnd 1714, 


important to undertone the fact w 
documentation exists With which to test a;' 


question of whether the quantities of silver 
flowing into the country caused a rise in the 
price-level (or a depreciation in the value 
of silver) approximately proportionate to 
theadditions they were malting to the existing 
stock [Habib 1987:139]. 

Habib himself is otherwise inclined. Prices 
in terms of silver did not rise proportionately 
with its increased supply* and prices and 
wages in terms of the more commonly used 
copper did not rise at all. As silver became 
increasingly available, it declined in value 
relative to, and in tbe 17th century 
increasingly replaced, copperas the medium 
of exchange. Moreover, the demand for 
copper was increased by its use to make 
bronze cannons. Moreover, Habib also 
stresses that the influx of silver also reduced 
its price relative to that of gold. The value 
of the rupee certainly declined in terms of 
silver and gold, and it first rose and then also 
declined in terms of copper. “The agreement 
between the earlier trends in agricultural and 
silver prices is remarkable*' (Habib 
1963a:89]. 

Thereby, the suggestion about Indian 
inflation loses even more basis, inasmuch 
as prices of goods were more a reflection 
of the reduced price of silver as a commodity 
itself (e g, measured against gold and copper 
currency) than of a generalised inflationary 
price riscof all commodities. Subrahmanyam 
(1994:43-54) also inquires into the question 
of “prices and the price revolution" in India 
and concludes that “the case for a Price 
Revolution remains unproven... The 
empirical materials do not support such a 
hypothesis... [Indeed] rates of interest... 
showed a downward trend libid;53-54]. The 
most systematic inquiry into “Precious Metal 
Flows and Prices" is that of Subrahmanyam 
(1994). He reviews the analysis of previous 
writers and theevidence again both in general 
and specifically for Bengal, Surat, 
Masulipatnam, and Agra. He also concludes 
that “overall then, the Indian evidence 
suggests that price inflation was at best 
sporadic, and limited to specific regions and 
specific commodities" [ibid:209]. Moreover, 
Subrahmanyam also reviews the similar 
discussion for the Ottoman Empire and comes 
to the same conclusion, amended by the 
thesis of Goldstone (199!) that population 
growth pushed prices up. 

This evidence and reasoning about prices 
above lends support to the thesis that die 
inflow of money stimulated expansion of 
both demand and supply* Let us examine 
some of the direct evidence as well. In India; 
this expansion was most strikingly evident 
in Bengal and Bihar after their conquest by 
and incorporation into the Mughal Empire 


despite the targe inflow of stiver money 
from abroad [Prakash 1994:V-165).Prakash 
attempts various possible explanations in 
terms of the quantity theory of money. If 
the large increase in the supply of money 
did not evoke a corresponding increase in 
prices, it must have been because the velocity 
of circulation or tumo ver of the money supply 
increased with the progressive monetisation 
of the economy and/or the amount of 
production increased. Ptakash concludes that 
although increased money turnover may have 
absorbed or sterilised some of the increase 
in its supply, output must also have increased 
either through a betterutilisation of installed 
capacity to produce and/orthrough improved 
allocation of resources. However, Prakash 
does not seem to consider the possibility, 
indeed probability, that production also rose 
as more resources were mobilised and 
capacity was increased. Yet heestimates that 
the number of workers in the Bengali textile 
industry grew to one million, of which no 
more than 10 per cent were engaged in 
production for export by the. British and 
Dutch East India Companies [Prakash 
1994:VII-175, 197]. So the bulk of the 
productive expansion must have been for a 
combination of the Asian managed internal 
and export markets. 

Moreover, also after the Mughal decline 
and its regional replacement by Maratharuie 
“the use of money, not batter, had spread 
to all levels of society in Maharashtra, and 
secondly,... all rural folk were tied into larger 
regional and world economies by a web of 
money, credit and market transactions" notes 
Richards (1987:11). He is commenting on 
the findings of Perlin (1987, 1993) who 
himself summarises that “briefly the 
documents [very detailed and prolonged 
research in private and governmental 
accounts of an extremely local level of 
economic life] reveal a society in which 
monr #: ;ition had developed to a relatively 
remuikablc extent [accessible to relatively 
large numbers of people], and in marked 
contrast to what we know of conditions in 
early colonial times" [Perlin 1993:178-79]. 
Elsewhere Perlin (1983:75)is morespecific 

Villagers... not only engaged in local market 
transactions in money, but were also paid 
daily and monthly money wages for agri¬ 
cultural labour, craft production, soldiery, 
and household service. I would argue that 
the import of copper and cowries indicates 
precisely the existence of vigorous, highly 
monetised, local market centres of this kind... 
U is also important to demonstrate that such 
monetary 'communications* also integrated 
areas primarily concerned with agricultural 
production with the rest of the subcontinent, 
and thereby with events and relationships 


although [it is] as yet astonishingly neglected 
[Perlin 1983:75,74]. ^ 

However, Perlin (1983:78) also observe* 
that “in contrast, early colonial rule ledtt) 
a substantial reduction in the level 'iitf 
monetary life". “A definite deterioration ip 
the commercial life in India, in comparison 
to conditions in the 17th century" is also 
observed by Grover (1994:252) with the 
onset of British colonialism. 

The question is how this money fertilised 

- indeed opened up - the fields of agriculture, 
oiled the wheels of manufacturing, and of 
course greased the hands of trade into the 
farther reaches also of 'subsistence' peasants. 
In Keynesian terms, the new means of 
payment generated new effective demand 
and thereby called forth additional production 
also in the domestic markets in Asia. 

Eaton examines the spread of Islam in 
tandem with de-forestation to clear the way 
to grow cotton - and rice to feed the workers 

- in Bengal. The frontier was colonised to 
supply the growing Bengali production and 
export of textiles in the 16th and again $l 
the end of the 17th and beginning of the 18tb 
centuries. However, all of these, including 
the initial clearing of the jungle (as in the 
Amazon today) were financed by “countless 
intermediaries who were, in effect, capitalist 
speculators, or classical revenue farmers" (p 
221) who funnelled into the interior and 
even the frontier of Bengal the expanding 
supply of money, which was derived from 
the influx of silver from the outside. 

However, although Bengal was the newest 
frontier that was opened up and made 
productive with - if not by! - the new 
money, it was by no means the only one. 

Extensive tracts of country became populated 
and settled by peasant populations during 
this long period, not only in the upland 
regions of the Deccan, but even in theG&nges 
basin itself: in Gujarat, where the countryside 
became more intensely settled, new villages 
were established, and the interstices between 
old ones filled in. As Hambly remarks [in 
The Cambridge Economic History of India]. 
it was also a period of accelerated urban 
growth at all levels, from small market town 
to major concentrations such as Agra... The 
Punjab became an important centreot textile 
production, its products finding their way 
to the Middle East, Persia and central Asia... 
Hambly has recently remarked that urban 
growth in the 17th and 18th centuries was 
closely linked to the development ot textile 
production (Perlin 1983:67, 71]. 

The development of textile production 
and the growth, distribution and processing 
of cotton and dyes for textile production, 
and ofoourse the production and distribution 
of food for the producers and traders, were 
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ail stimulated or evenrendercd possible by 
the massive infusion of new money. This 
influx of silver and the growing demand it 
generated was not inflationary precisely 
because they stimulated a concomitant 
increase in supply. The long 16th century' 
cyclical expansion began already in about 
1400 and continued well into the 18th 
century. There was no ’ 17th century crisis*. 

The evidence from several other parts of 
Asia (and indeed also the Americas) does 
not lend much support to Reid's (1990) 
thesis that the European' 17th century crisis* 
extended to Asia. In the same issue of Modem 
Asian Studies in which Reid puts this thesis 
forward, Richards (1990) examines the 
Indian evidence with this very question in 
mind. He is emphatic that, except for the 
1630s famine, there is no evidence of any 
such long or even short ‘crisis’ in Mughal 
India. On the contrary, population, 
urbanisation, production, productivity, 
government income and reserves all 
continued to increase as they already had in 
previous centuries. Local, regional, inter¬ 
regional trade also grew. India prospered 
during the 17th century, as evidenced in the 
review of trade in and from India above, as 
well as by the earlier discussion of the 
expansion of agriculture, urbanisation, and 
manufacturing in relation to the inflow of 
money and the level of prices. All point to 
the same conclusion of continued economic 
expansion in India through the 17th century. 
Moreover, the evidence of growing overseas 
trade, from and to India, and especially by 
Indians is overwhelming from all available 
sources. Since much of that Indian trade was 
with south-east Asia, that seems to contradict 
the latter's marked commercial decline found 
by Reid. 

So, the preponderance of Asian economic 
agents in Asia and of Asia itself in the world 
economy has been masked not only by the 
attention devoted to ‘the rise of the west' 
in the world, but also by the undue focus 
on European economic and political 
penetration of Asia. The Europeans did not 
in any sense, ‘create* either the world 
economic system itself nor ‘capitalism 1 . 
Europe itself was not a first rank power nor 
an economic core region during these three 
centuries. The core regions, especially of 
industrial production, were in China and 
India; and west Asia and south-east Asia 
also remained economically more important 
than Europe. Likewise. China and India 
were the pri mary centres of the accumulation 
of capital in the world system, and China 
was in overall balance of trade surplus 
throughout most of this period. Indeed, 
Europe was in deficit with all regions to the 
east. West Asia was in surplus with Europe, 
but in deficit with India. 

The Asian economy and intra- Asian trade 
not only continued but also themselves grew 
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and its iiuursions tit Asia until me 19th 
century. India did not switch from being a 
net exporter ofiexti les to being a net i mporter 
until 1816. Moreland's (1936:201) now 
classic History of India already argued that 
“the immediate effects produced by the 
Portuguese in India were not great". Van 
Leur (1955) then challenged the then 
dominant excessively Eurocentric 
interpretation of events also elsewhere in 
Asia, that 

the general course of Asian international 
trade remained essentially unchanged (193)... 
The Protuguese colonial regime, then, did 
not introduce a single new economic element 
into the commerce of southern Asia (118)... 
In quantity Portuguese trade was exceeded 
many times by the trade carried on by 
Chinese. Japanese, Siamese. Javanese, 
Indians... and Arabs (165)... Trade continued 
i n violate everywhere (164)... The great i ntra- 
Asian trade route retained its full significance 
(165)... Any talk of a European Asia in the 
18th century [a fortiori earlier!] is out of the 
question (274). 

Meilink-Roelofsz (1962) challenges this 
van Leur thesis in her carefully researched 
Asian Trade and European Influence , which 
she explicitly claims was greater and earlier 
than van Leur allows. Yet her own evidence, 
and her repeated disallowance of the real 
impact of the Portuguese, seem to lend even 
more support to “van Leur’s thesis that it 
was only about 1800 that Europe began to 
outstrip the East" fibid; 10). For, her own 
research concentrates on especially insular 
south-east Asia, which experienced the 
greatest European impact in Asia; and even 
there she shows that indigenous and Chinese 
trade successfully resisted also the Dutch. 

Asian pepper production more than 
doubled in the 16th century alone, and much 
of that was consumed in China [Pearson 
1989:40]. Of the relatively small share, 
certainly less than a third, that was exported 
to Europe, 16 times more spices were 
transported overland by Asians through west 
Asia than went around the Cape on 
Portuguese ships in 1503, and still almost 
four times as many took the Red Sea route 
as the Cape route in 1585 [Das Gupta 
1978:257]. Now more and more especially 
Asian scholarship [e g,Chaudhuri 1978, Das 
Gupta and Pearson 1987, Arasaratnam 1986, 
and Raychaudhuri and Habib 1982] has 
confirmed van Leur's message that Asian 
trade was a flourishing and ongoing 
enterprise into which the Europeans only 
entered as an added, and relatively minor 
player. Indeed, “the change comes only late 
in the 18th century, and in way it is an 
endogamous game. Europeans finally burst 
out, and changed this structure, but they 
exploded from within an Asian context*’ 
[Das Gupta and Pearson 1987:20]. 


: After vim JLieiirt.>95S>* 
historians, most sympathetic to Asia isfttds 
Steensgard (1972). He also agrees that 
Portugal changed little in the Indian Ocean 
and that much more important, indeed the 
event of the 16th century, was the conquest 
of Bengal by Akbar m 1576 [Steensgard 
1987:137]. So it is surprising to read that 
he also regards Asian trade through the 
Indian Ocean to have been 'marginal' and 
of little importance. “The point may seem 
like restating the obvious”, he adds and 
dismisses Asian trade by noting Moreland's 
and Bal Krishna's estimates of 52,000 to 
57,000 tonnes and 74,500 tonnes of long¬ 
distance trade annually respectively at the 
opening of the 17th century. He compares 
that with half a million or closer to a million 
tonnes of shipping capacity in Europe. 
However, cargo of trade and shipping 
(capacity) weights are hardly commensurate 
measures; and he himself notes that these 
Indian Ocean trade figures exclude coastal 
shipping, which was both greater perse and 
an integral part of long-distance trade that 
also relied on relay trade. Yet European 
ships primarily plied the Baltic and 
Mediterranean Ocean (Coasts) for distances 
no longer, and mostly less so, than in the 
Indian Ocean or in the south-east Asian seas 
for that matter. So this comparison hardly 
seems adequate to evaluate the relative 
weights of India, let alone Asia, and Europe 
in the world economy. Moreover as we will 
also observe again below, overland trade 
also flourished and grew. Caravans of oxen, 
each carrying over 100 and 150 kilograms, 
and numbering 10,000 and 20,000 were not 
uncommon and 40,000 not unknown 
[Brenning 1990:69, Burton 1993:261. 
Caravans also included 1,000 or more cans 
each drawn by 10 to 12 oxen. Caravanserai 
rest stops at a day’s distance from each other 
accommodated up to 10,000 travellers and 
their animals [Burton 1993:25]. In the 17th 
century, only one of the merchant 
communities, the Banjaras, transported an 
average of 821 million tonne miles over an 
averageof720miles ayear. (By comparison, 
two centuries later in 1882, all Indian railways 
carried 2,500 tonne miles [Habib 1990:377].) 

Even the European[ist] Braudel had long 
insisted that the world economic centre of 
gravity did not even begin to shift westward 
until after the end of the 16th century, and 
it did not arrive there until the end of the 
18th century and indeed during the 19th 
century. By all indications, Asia's trade with 
Europe, though growing over these cen¬ 
turies, still remained a very small share of 
Asians' (even long-distance) trade with each 
other, as Sir Joshua Childe, the Director of 
the British East India Company observed 
still in 1688. He noted that from some Indian 
ports alone asian trade was 10 times greater 
than that of all Europeans put together (cited 
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in ttktand Waiter*** 1990:26], Vet still 
in 17$2;S4 According to figures from 
Steensgard (1990 150), the relatively small 
exports to Europe from Asm or European 
imports from Asia, which were a very small 
share of Asia's trade, remained higher than 
Europe s imports trom the Americas 
(European exports to the Americas were 
higher, but of course the Europeans were 
still unable to compete successfully with 
their exports elsewhere, that is m Asia) 
Or in the words oi Pearson and Das Gupta, 

a crucial theme is that while the Europeans 
obviously were present in the ocean area 
their role was not central Rather they 
participated, with varying success in an 
ongoing structure [In] the 16th century 
the continuity is more important in the history 
of the Indian Ocean than the discontinuities 
which resulted from the Portuguese impact 
(Ptaison and Das Gupta 1987 I, 31] 

To provide at least one illustration and 
some local colour, it may be useful to cite 
one interested contemporary participant 
observer Gerard Aungier, the president of 
the English factory at Surat reported to his 
EIC London home office in 1677 that 

we lake due notice of what you advise 
touching the low price of pepper in Europe 
and your orders to bung it down here also 
wherein we have not been wanting to use 
our best endeavours but without success 
For there is so great a consumption of 
pepper in these countries and so many 
dealers therein who transport it to foreign 
parts as well that of Deccan as a [«<] 
Malabai that it is impossible to lower the 
price to the rates you limit [quoted m 
Chaudhun 1994 275] 

The increase in Indian and other Asian 
production and trade was also reflected in 
population increases which were also much 
greater in Asia than m Europe All variations 
and doubts about population estimates 
notwithstanding, during our period from 
1600 to until 1750 or even 1800 population 
grew much taster in Asia (rising from 60 
to 66 per cent of the world total) and 
especially in China and India, than m Europe 
Europe’s share of the world total remained 
at 19 percent, while India’s share increased 
by 4 to 7 percentage points Alas, we lack 
estimates of total and regional production 
tor this same period, but it stands to reason 
that this much faster population growth in 
Asia can have been possible only if its 
production also grew faster to support its 
population growth The theoretical pos¬ 
sibility that production or income per capita 
nonetheless declined in Asia and more so 
than in Europe is discontinued by estimates 
of world total and comparative regional 
production in GNP terms and per capita 
incomes 

Braudel (1992) cites world and regional 
GNP estimates fay Bairoch for 1750 Total 


GNP was US S155 btibdrt (measured 
in i960 US dollars), of which $) 20 billion 
or 77 per cent m 'Asia’ and $ 35 billion m 
alt the ‘west’, meaning Europe and the 
Americas, but also including Russia and 
Japan because of how Bairoch grouped his 
estimates (to highlight subsequent growth 
in the ‘west’) It we reallocate Japan and 
Sibenan Russia to Asia, its share of world 
GNP was then surely over 80 per cent Thus, 
still in 1750 and in 1800 Asian production 
was much greater, and it was more productive 
and competitive than anything the Europeans 
and the Americas were able to muster, even 
with the help of the gold and silver they 
brought trom the Americas and Afnca If 
Asia produced some 80 per cent of world 
output at the end ot our period m the 18th 
century, we can only speculate on what the 
proportions may have been at the beginning 
or in the middle of that 400-year period 
Were they the same, because over400years 
production in Af roasia and Europe cum the 
Americas grew at the same rate 9 Or was the 
western proportion lower and the Afroasian 
one even higher, because Europe grew faster 
and its American colonies threw their output 
into the balance ’Thccomparative population 
growth rates cited above must incline us 
against either of these hypotheses Rather 
the reverse, had the Asian share of the world 
total been lower in the 15th century and then 
4 grew, because the Asian economies had 
grown even faster in the following four 
centuries than the Europeans did* 7 The 
evidence on relative population growth rates 
above as well as other evidence and our 
argument about higher inflation in Europe 
than in Asia, all support this last hypothesis 
that production also grew faster in Asia than 
m Europe 1 Moreover, if inflation and prices 
were higher m Europe than in Asia, perhaps 
they may also have induced an upward bias 
into Batroch’s calculations of GNP in the 
west, relative to the east In that case, the 
gap m real production and consumption 
between Asia and Europe may have been 
greater still than the 80/20 ratio cited above 1 
Particularly significant is the comparison 
of Asia's 66 per cent share of population 
confirmed By all above cited estimates for 
1750 with Asia s 80 per cent share of 
production in the world at the same time 
So, two-thuds ot the world's people in Asia 
produced four-fifths of total world output, 
while the one-fifth of world population in 
Europe only produced part of the remaining 
one-fifth share of world production to which 
Africans and Americans also contributed 
Therefore, on the average, Asians must have 
been significantly more productive than 
Europeans still in 1750* A fortiori , the most 
productive Asians in China and India, where 
population had also grown much faster, must 
have been still that much more productive 
than the Europeans Indeed,Bairoch’s(l960) 


esnmate of per capita GNFi^ 
is US $ 228, which compares rather well 
with his estimates for various years in the 
18th century for England and France, which 
range from $ 150 to $ 200 Alas by 1950, 
China's GNP had declined to $ 170 per 
capita, and of course India's GNP alio 
declined in the 19th century and probably 
already also in the last half of the 18th 
century [Braudel 1992 534] 

We also have some direct evidence on 
Asia's absolute and relative productiveness 
and competitiveness, especially in industrial 
production and world trade We may review 
some of the same in the present section and 
leave examination of the technology and 
institutions on which this competitiveness 
was based to later sections 
Chaudhun (1978 104-05) rightly observes 
that 

the demand for industrial products even m 
a pre machine age, measures the extent of 
specialisation and the division of labour 
reached by a society There is no question 
that from this point of view the Indian 
subcontinent and China possessed the most 
advanced and varied economies in Asia in 
the period from 1500 to 1750 [Chaudhun 
1978 204-05] 

Not only in Asia however, but in the 
world’ 

It is clear that Asia's absorption of silver, 
and to a lesser extent gold for a limited 
period in the 17th century was primarily 
the result of a relative difference in inter 
national production cost and prices It was 
not until the large sale application of 
machinery in the 19th century radically 
altered the structure of production costs 
that Europe was able to bridge the effect of 
the pricedifferentials [Chaudhun 1978 4561 

Yet it has also been argued that Indian 
competitiveness in textiles was not so much 
thanks to more advanced or sophisticated 
mechanical productive equipment Mukund 
(1992) argues that the Indians' advantage 
lay in the highly developed skills of their 
(handicrafts) workers That in turn was due 
in part to the also high degree of specialisa¬ 
tion m and subdivision among the various 
productive processes Moreover, Indian 
competitiveness was also based on an orga¬ 
nisational structure that permitted rapid 
flexible adaptation to shifting market 
demands in types and styles of textiles that 
were produced and exported Additionally, 
India was pre-eminent in the growth and 
quality of its long-staple cotton and in the 
chemical technology and industry to dye it 
Finally, costs of production were low, 
because wages were low, in turn because 
wage-good foodstuffs forthe producers were 
cheap, since also in turn, Indian agriculture 
produced them efficiently at low cost 
Chaudhuri (1990) summarises some ot 
the industrial production in Asia 
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The three greatcrefti of Aria* civilisations 
were of course textiles, cotton and silk, 
metal goods including Jewellery f ceramics 
and glassware. There were in addition a 
whole range of subsidiary craft manufactures 
which shared all the attributes of industrial 
technology and organisation: paper, gun¬ 
powder, fireworks, bricks, musical instru¬ 
ments. furniture, cosmetics, perfumery, all 
these items were indispensable parts of daily 
life in most parts of Asia (3021. 

The surviving historical material, whether 
relating to the process of manufacturing or 
the system of distribution, showsquite clearly 
that most Asian craft industries involved 
intermediate stages, and the separation of 
functions was social as well as technical. In 
the textile industry before a single piece of 
chinz or muslin reached the hands of the 
public, it needed the services of farmers 
growing raw cotton, harvesters, those who 
ginned the cotton fibre, carders, spinners, 
weavers, bleachers, printers, painters, 
glazers, and repairers [319], 

A list of historical objects fashioned from 
metal itself would be a long one. Agricultural 
tools and implements, metal fastenings, doors 
and locks in buildings, cooking utensils, 
heavy and fine ui maments, religious artifacts, 
coins, and jewellery (323]. 

An active and varied trade developed in all 
parts of Asia in coarse cloth, earthenware 
pottery, iron implements, and brass utensils. 
Ordinary people as well as the well-off 
bought these simple goods of everyday use 
1305). 

Moreover as a joke has it, a puzzled 
customs officer wondered about the guy 
who kept crossing the border with 
wheelbarrows that appeared empty. It took 
quite a while until the customs officer got 
wise to what the guy was doing: he was 
smuggling wheelbarrows! Welt, it was no 
joke but serious business that the 
preponderant majority of shipping, albeit 
with goods of whatever origin and engaged 
in legal as well as contraband trade among 
Asian pons, was on Asian ships built with 
Asian materials and labour of west, south, 
cast, and south-east Asian origin and financed 
by Asian capital. Thus, shipping, naval and 
pori construct ion, and their maintenance and 
finance were in and of themselves already 
a major continuing and growing 'invisible* 
industry all around Asia, which dwarfed all 
European interlopers probably until the 19th 
century advent of the steamship. 

A analogous invisible industry’ was 
coinage, minting and reminting, for local, 
regional, and national use, and very much 
so also for export. The production, assaying, 
and exchange of gold, silver, copper, tin, 
iron, and other metal coins, specie in bar and 
other bullion form, and of cowry shell, 
badam, and other currencies, including 
textiles was big business for state and private 
interests, to which Perlin (1993) and others 
have devoted extensive studies. In principle, 


cblhscaiid be 1occc^atface <mp 
value, although also mil .entirely so in case 
they may have been debased; while bullion 
had to be assayed for weight mid purity, 
which implied a business cost but thereby 
also in itself provided still another state or 
private business opportunity. 

HI 

Indian Science, Technology and 
Institutions in the World Economy 

So how could India and Asia develop 
more and faster than Europe if, as is alleged, 
European science, technology, and 
’capitalist* institutions were so much more 
developed than those in India and Asia 
already in 1500 and developed even faster 
after that? The answer is simple; These 
allegations, and with them the entire ’theory 
of capitalist development' have no basis in 
historical fact, but only in Eurocentric 
fabrication of myth since the middle of the 
19th century. The received excessively 
Eurocentric treatment of science is illustrated 
by several well known compendia. The multi¬ 
volume History of Technology edited by 
Charles Singer el al (1957) recognises and 
even stresses in its Volume II that from 500 
to 1500 AD “technologically, the west had 
little to bring to the east. The technological 
movement was in the other direction” 
[ibid:756|. Nonetheless. Singer's Volume 
ill for the period 1500-1750 is explicitly 
devoted to the west . Without any further 
comparisons, it nonetheless asserts that “it 
is certain, however” that the balance shifted 
already in 1500, so that “granted the immense 
European naval and military superiority, 
European control of the Far East was an 
almost inevitable consequence” [ibid:111,709. 
710). Moreover, Singer et al (1957:11,711) 
claim a “generally higher level of technical 
proficiency in Europe in he 17th century 
compared with the rest of the globe” and 
they attribute the same to a European and 
especially British more “liberal social 
system”, being “united in religion” and other 
such differences in “civilisation” (tbid:716]. 
They also mention that ait this is *’in no way 
inconsistent with an inferiority” in silks and 
ceramics, but they do not mention (cotton 
textiles and other industries) [ibid:7llj. 

However, this reference to alleged socio¬ 
cultural superiority is no more than the same 
Eurocentric prejudice that we already 
challenged in Chapter 1 and will have to 
reject after our examination of institutions 
below. In principle, it could indeed have 
been the case that Europe still lagged behind 
in the important ceramics, silk, and cotton 
industries and yet had advanced move in 
other technologies. However, Singer et al do 
not offer the slightest comparative evidence 
for what they take for ’granted’; and we will 
observe below that the evidence from 
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Indeed only a quarter of a century Utter 
Arnold < 1983:40) was already ahle to observe 
that “there is now much greater awareness . 
than formerly of the relative narrowness of 
the technological gap between Europe and 
China, India and the Muslim world in the 
15th and 16th centuries”. The Eurocentric 
treatment of science is similar, although 
there is serious doubt that it, as distinct from 
inventors working on their own, had any 
significant impact on technology in the west 
before the middle of the 19th century 
(Sanderson 1995:330 citing Dorn). 

More alarming still are derived Eurocentric 
distortions by Asians themselves about 
developments in science and technology. 
Roy and Bagchi (1986:v) call Irfan Habib 
a pioneer in medieval technology studies in 
India. Yet Ahsan Qaisar (1982) records his 
deep gratitude to Habib for suggesting his 
own research on The Indian Response to 
European Technology and Culture AD 1498 - 
1707 . Indeed, Habib himself also contributes 
a chapter on the same theme to the book 
edited by Roy and Bagchi. Elsewhere. Habib 
(1909: I) himself writes that “it would be 
foolish, even if detailed evidence ha* not 
been studied, to deny that India during the 
seventeenth century had been definitely 
surpassed by western Europe [in lechno- 
logyj”. Habib does bring some of the 
evidence, to be examined below. 

Roy McLeod and Dcepak Kumar (1995) 
also inquire into “Western Technology and 
Technical Transfers to India, 1700-1947”, 
as they sub-title their Technology as the Raj , 
published in India. Despite the 1700 date in 
their sub-title, they explicitly disclaim any 
attention to the pre-colonial era; and yet, as 
wc will note below, some of their contributors 
(Inkster, Sanpal) do deal with the same. 
Even so, the editors permit themselves to 
introduce their book with claims that they 
do not substantiate and that is challenged by 
the evidence - to be cited below - from at 
least oneof their contributors. Yet the editors 
write thattechnological change in pre-British 
India “certainly was no match to what was 
happening in Europe. The whole technical 
process was skill- and craft-oriented [not so 
in Europe?, we may ask]; the output was 
excellent (for example, in steel and textile), 
but limited to local marekts |if so, how then 
did India dominate world markets - we may 
ask]. European travellers... were wonder- 
struck by some * Indian products, but 
invariably critical of Indian customs” [ibid: 
11-12]. Yet, even their first contributor, 
Inkster [ibid:29-33] examines and rejects 
arguments of India's alleged inferiority on 
cultural grounds. The editors claim thatthesc 
and other ’prefixes’ (better prejudices!) 
“point to the weakness of the Indian economy 
as compared to proto-industrial Europe, 
Tokugawa Japan, or even Ming China” 
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]ibid;l2]. Alai, they see reality in reverse; 
for* on all the evidence in the present book, 
the order of economic “weakness" and 
strength was the reverse, with China 
strongest, Europe weakest, and Japan and 
India in between. 

What is noteworthy is that all of the above 
inquire only into technological diffusion 
from Europe and its selective adoption in 
India - and not the other way around. Yet 
as we will note below, diffusion went in both 
directions; and adoption and adaptation in 
Iwth places as well as elsewhere responded 
to common world economic development 
mediated by local circumstances. 

There arc several studies and findings on 
the history of science and technology in 
India, albeit on a lesser scale than Needham's 
monumental work on China. For instance* 
Kuppuram and Kumudamani (1990) have 
published a History of Science and 
Technology in India in 12 volumes, and 
Rhaman has edited another collection on the 
same in historical Perspective*. They testify 
to their continued development not only 
before 1500 but also still since then. 
Dharampal (1971) collected a compendium 
of contemporary 18th century accounts by 
Europeans* who also testify to their interest 
m and profit from Indian science and 
technology still then. Indian mathematics 
and astronomy were sufficiently advanced 
for Europeans still to import astronomical 
tables and related works from India in the 
17th and 18th centuries. In medicine, the 
theory and practice of innoculation against 
smallpox came from there. The export of 
Indian science and technology relating to 
shipbuilding, textiles and metallurgy will be 
noted below. Similarly* Nasr (1976) and al- 
Hassan and Hill (1986) have written and 
edited compendia testifying to the deve¬ 
lopment and diffusion of Islamic science 
and technology ranging from earliest to 
recent times. 

So rather than “granting the immense 
European naval and military superiority" 
like Singer and claiming that it “would be 
foolish* even if detailed evidence has not 
been studied, to deny*' European techno¬ 
logical superiority also in other fields like 
Habib, it may be better to examine the 
evidence of Asian capacities with a bit more 
care, especially in these two fields. The other 
one Singer et al mention later are coal and 
iron* while Habib and others also refer to 
printing and textiles. Upon any inspection, 
not only will we find that technology was 
far 'advanced' in many parts of Asia, but 
it continued to develop in the centuries after 
1400. That was the case especially in the 
globally more competitive military and 
naval technologies. Moreover, the alleged 
'Ottoman decline* iscontradicted already by 
the comparative examination of technologies 
in precisely these two areas [Grant 1996]. 


However, it was also the case in more local* 
hydraulic and other public works* iron 
working and other metallurgy including 
armaments and especially steel making, paper 
and printing, and of course in other export 
industries like ceramics, textiles, etc. 

Shipbuilding was certainly among the 
'high-technology* industries of 16th century 
Europe |Pacey 1990:72]. The evidence is 
inescapable that the Indian naval industry 
was on a par with and in many respects 
more advanced than that of Europe. Unlike 
Chinese and European shipbuilders, Indian 
ones did not use iron nails to secure the 
planks in their ocean going ships. If only 
because of their own shortage and expense 
of iron* Indians adopted this technology 
only sparingly* although they did adopt 
foreign technology where advisable 
ISangwan 1995:139] They used fibre tics 
and caulkmg instead. For that and other 
reasons* Indian built ships were much more 
durable, as also contemporary Europeans 
certified* who praised the quality of Indian 
built ships, quoted, c g, by Qaisar( 1982:22) 
and Sangwan (1995:140). Moreover* 
Europeans bought many of them for their 
own use, both because they were more 
durable and because they were cheaper than 
European ones* I *000 pound sterling less lor 
a 500-ton ship in 1619 [Qai^ar 1982:22]. 
The British East India Company also main¬ 
tained its own shipyards in Bombay [to 
which it recruited shipwrights from Surat) 
building large ships there and elsewhere in 
India after 1736. Shipbuilding costs in India 
were 30 to 50 per cent lower than at home. 
In the last two decades of the 18th century, 
the EIC and the Royal Navy commissioned 
at least 70 ships to be built there and in the 
first two decades ol the 19th century about 
300. Sangwan (1995:140) concludes that 
“India-built ships ol this period were ot 
equal quality, if not superior, to ships built 
anywhere in the world", although they were 
less equipped with guns, and even that 
increased os competition demanded. In short, 
as Pacey observes: 

Asia was thus characterised by superior 
manufacturing technologies.. Some Indian 
[shipbuilding] techniques were distinctly 
better than those ot their European counter¬ 
parts [sull] by the early 18th century . It is 
striking how eagei ly Indians and Europeans 
learned from each other... The dependence 
of Europeans on Indian* and Filipino ship¬ 
builders is thus part of a pattern in which 
westerners exploited Asian knowledge and 
skill [Pacey 1990:67-69]. 

Despite his above cited scepticism about 
Indian technology in general, even Habib 
(1969:15-16) concedes that India experien¬ 
ced “what is practically an unchronicled 
revolution 1 * in shipbuilding, which was in 
some respects superior to that of Europe. 
Nonetheless, he insists that it did noteKminate 
the lag he claims it had. 


There can be no doubt that Asians fclto 
used and adapted European shipbuilding 
techniques and navigational skills and even 
personnel. That only shows that in the com¬ 
petitive navigation industry as in various 
others technological progress and deve¬ 
lopment was worldwide and world eco¬ 
nomically driven. However “as long as there 
was an 'alternative* or ‘appropriate* indi* 
genous technology which could serve the 
needs of Indians to a reasonable degree, the 
European counterpart was understandably 
passed over** [Qaisar 1982:139]. 

A main locus of the industrial 'revolution* 
ol course was the textile industry. We have 
already observed Chinese, Persian and 
Bengali world economic pre-eminence in 
the silk and Indian one in the cotton textile 
industries. They were the highest quality 
and lowest cost producers in the manu¬ 
facturing industries, that even more than 
armaments and shipbuilding had to and did 
compete most successfully worldwide. As 
also noted above, textile production also had 
widespread backward and forward linkages 
to agricultural, machinery* transportation* 
vegetable dye and mineral derived chemical 
industries, not to mention finance To be a 
high qualtly/low cost producer and seller ol 
textiles, competitive production in and their 
co-ordination among all these ancillary 
industries was equally necessary. India 
excellent in ali ot them 1 
Moreover* u could not do so by standing 
still but only by maintaining its 
competitiveness also through continued 
technological progress and cost reduction. 
The same was maintained for at least the four 
centuries between 1400and 1800 However, 
India also had recourse to importing new 
technologies, particularly for dyeing, and 
skilled workmen trom Ottoman and Persian 
sources A Mughal book listed 77 different 
processes for producing 45 shades ot colour. 
India also exchanged new technology in the 
also competitive porcelain industries with 
China and Persia as these did even more so 
with each other. The British, in turn, copied 
their fundamental dyeing techniques from 
India (Chapman 1972:12). 

Curiously, Habib (1969)demgratcs Indian 
technology and denies its progress even in 
textiles, although he concedes that there was 
nobuilt-m resistance to technological change. 
Yet Ramaswamy (1969) examined some 
evidence regarding particular textile tech¬ 
niques mentioned by Habib and reported 
in the very next issue of the same journal 
that they had been introduced in India 
long before Habib supposed Moreover* 
Ramaswamy writes 

to conclude, it would be quite erroneous to 
speak of technological development, at least 
m the [Indian] textile industry, as having 
been m spurts and as the result of external 
agents... or [imported] from Europe in the 
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16th- lTtficcutums Skill specialisation and 
low labour costa were fafr from betng the 
only merits oi the Indian industry and, as 
has been demonstrated at some length, there 
was a gradual development tn indigenous 
textile technology although it was 
interspersed with certain imported techniques 
[Ramaswany 1969 241] 

There can or should be no doubt that in 
the world's most competitive industry 
textiles, the choices offered to consumers as 
well as the selection ot their techniques of 
production anywhere in the world were 
adopted and were changed tn reference to 
those everywhere else in the world The 
incentives for the industrial 'revolution' in 
Britain, particularly in the textile industry, 
are further examined elsewhere 
Therefore, suffice it in this regard here to 
quote Pacey in turn also citing Braudel 

Labour was plentiful m the Indian textile 
areas and wages were low There was little 
incentive, therefore for Indian merchants to 
mechanise production As Braudel puts it, 
the incentive worked the other way round 
New machines were invented tn Britain to 
try to equal Indian cloth both in cheapness 
and quality and there were transfers of 
dyeing techniques just discussed Processes 
which had been in use for centuries in India, 
Iran and Turkey wereextended quite rapidly 
(tn Britain] with many new applications 
[Paccy 1990 121 120] 

European superiority is widely alleged 
especially in metallurgy and the associated 
mining of coal and its use for fuel and then 
for mechanical power, and vice versa, the 
use of mechanical power in mining coal To 
begin with, this development was primarily 
part and parcel of the industrial 'revolution* 
only since the 19th century Up through 
most of the 18th century, no one yet used 
much coal As long as charcoal was still 
widely available and cheap, there was little 
incentive to replace it by more costly coal, 
and all the less so in those regions especially 
in south Asia, where coal was not readily 
available In Britain, the price or charcoal 
rose significantly during the first halt of the 
18th century while the price ot i oal dropped 
until by mid century it became cheaper to 
smelt iron with the latter than the former 
(Braudel 1992 569] 

Yet, steel making was highly developed 
in Japan, India, and Persia already in the 
16th and 17th centunes Indeed, there are 
several accounts of British import still ot 
samples of Indian wootz steel, which 
specialised British laboratories found toequal 
to that of Sweden and superior to any made 
in Britain still in 1790 Moreover, among 
the 10,000 Indian furnaces at the end ot the 
18th century man) still produced comparable 
iron and steel both faster (in two and halt 
houis instead of tour) and cheaper than in 
the British did m Sheffield (Dharampal 1971, 


Kuppuram and Kumbdaroam J9P0). 
Mechanical devices, also containing metal 
parts, were developed and put to use where 
abundant human labour was not cheaper 
Watermills were in use in China, India and 
Persia, and they supplied power for a variety 
of irrigation, agricultural, industrial and other 
uses Particularly significant tor productivity 
in agriculture was the early development in 
India and widespread use of the drill plow 
Menard (1990 274) surveys a possible 
European transport revolution" between 
the 14th and 18th centunes and concludes 
that there was none Freight charges hardly 
tell, and it was cheaper goods rather than 
lower transport costs that made goods more 
accessible At the same time, transportation, 
both by water and overland and also with 
reliance on mechanical devices, was well 
developed tn many parts of Asia Still in 
1776, Adam Smith (1917 637-38, xx) 
compared especially Chinese and Indian 
canal and fluvial low cost transport with that 
in Europe, and declared the former superior 
Asian transports' use of substantial human 
labour was economical given its availability 
However, infrastructural investmentin ports 
canals roads, caravansaries and their 
maintenance and protection was also large 
and to all intents and purposes efficient and 
competitive within China, India, centra) Asia 
Persia, and in the Ouoman Empire 
international* transport across and around 
Asia was all the more so developed and 
competitive, and as wc will observe again 
and again below, Europeans took advantage 
of and benefited from through their own 
participation in this 'development' 

In short, it is far from established, as is 
so often supposed that European 
'technological superiority* was established 
tiom 1500 onwards Comparisons of 
European and Asian technologies certainly 
cast more than doubt on this also Euiocentnc 
thesis 

It population, production productivity, 
much tec hnology, international and domestic 
trade were greater and grew faster in India 
and elsewhere in Asia than in Europe how 
could the institutional structure in India and 
elsewhere be no more than the Oriental 
Despotism* ot an Asian Mode of 
Production' 9 The answer is that the latter 
is itself also no more than Eurocentric 
mythology We must agree with K N 
Chaudhun when he insists that 

division ot labour, industrial production, 
and long-distance trade were part of the 
social community from pre historic times 
It will be difficult to find a society in any 
age or place which did not have some of 
the features of an exchange economy based 
on the concept ot relative values, money 
use, and the market Communities practising 
subsistence agriculture and industrial 
production almost certainly co-existed with 


that were subject to the influence of 
the market mechanism and the control of 
capital [Chaudhun 197*207) 
Thecapitalismoftrade in spiteof the absence 
of fixed capital, was a fact of daily life for 
the Asian artisan and farmer alike [p 220] 
Capitalism as a commercial activity was 
universal in the Indian Ocean [p 214] Of 
course, the long distance trade of the Indian 
Ocean was a capitalistic activity, howerver 
that may be defined Weavers spinners, 
silkworm-rearers metal-smiths, and the 
owners ot spice plantations, all received 
their rewards through the price mechanism 
The link between long distance trade, 
commercial capitalism, and production for 
the export market remained strong 
[Chaudhun 1978 222J 

and was world economy wide 
For further evidence, we may quote from 
K N Chaudhun’s (1990) review of the 
institutional forms and organisation ot 
manufacturing production in various parts 
of Asia 

An expanding and flexible labour force able 
to switch occupations between agriculture 
and industry was to be found both in China 
and India [p 313J Asian history is full of 
examples i eve&hng the constant movements 
and migrations ol 11 af tsmen from one locality 
to another in scatch ot better opportunities 
M i gi at ion and movements provided c ommon 
remedy against natural disasters politic a) 
oppression and shrinking economic 
opportunities |p 306) 

1 here are numerous references in our sources 
which show that in all parts of India and 
China at a time of commercial depressions 
the unemployed industrial worker turned to 
agricultural work such as helping with the 
harvest m order to cam a wage [p 299 ) 
Whether it was in the Middle Last India 
or China a clear vertical link appealed 
between marketing and industrial production 
IP 318) 

Dominance of artisans by merchants was a 
reality wherever the force of competition on 
the buying side weakened Ihe historical 
sources also demonstrate that Asian 
merchants, whether they were operating in 
India the Middle East or China intervened 
oirectly in industrial production as a result 
of particular commercial needs [p 303) 
The real explanation for the development of 
certain areas as export produceis [is that] 
industrial location even in the age of non 
mechanised production r stiongly influ 
enced by relative costs of labour, wage 
goods, and capital which are distributed 
unevenly over space [p 309] There were 
entire regions in the Middle East, India, and 
China which produced textiles intended tor 
export both withm and outside the national 
frontiers [pp 310-11] 

Many partsof Asia had developed industries 
with all the attributes of an export-oriented 
demand and it was not until the latter half 
of the 18th century that Europe was able to 
challenge [301] 
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Alto Abu-Lughod (1989:12ff) noted the 
‘'striking « milarities (which] far outweighed 
differences” in levels and institutions of 
economic development throughout Eurasia 
in the 13th century. Insofar as there were 
differences, Europe lagged behind. She cites 
Cipolla to the effect that ever since the 
decline of Rome, Europeans had been an 
“underdeveloped area... a landof barbarians” 
in the world and still remained so in the 13th- 
14th centuries [ibid:99, also see Cipolla 
1976:206]. Strangely however, and without 
giving any evidence since that is beyond the 
time-frame of her book, she claims that 
Europe had pulled considerably ahead by 
the 16th century. The evidence supports her 
judgment about the earlier centuries, but 
belies it about the latter one. 

Even the European Braudel recognised 

Everywhere from Egypt to Japan, we shall 
find genuine capitalists, wholesalers, rentiers 
of trade, and their thousands of auxiliaries, 
commission agents, brokers, money¬ 
changers and bankers As for the techniques, 
possibilities or guarantees of exchange, any 
of these groups of merchants would stand 
comparisons with its western equivalents 
(Braudel 1992:486]. 

“The European presence changed nothing 
in this respect. The Portuguese, Dutch, 
English and French traders all borrowed 
from Muslims, from Banyans fin India] or 
from the moneylenders of Kyoto [in Japan]*' 
[Braudel 1979:2191. The Europeans 
borrowed not only the money to use in Asia, 
but they borrowed it through and from the 
existing local financial institutions, whose 
operations they ipso facto also adopted. 
Braudel (1979:572) refers to Sombart as 
“the most outspoken defender** of the thesis 
of the exceptionalism of Euiopean 
rationalism, but then notes 

Finally, when one is considering the range 
of rational instruments of capitalism, should 
one not also make room for other instru¬ 
ments besides double-entry bookkeeping: 
bills of exchange, banking, stock exchanges, 
markets, endorsements, discounting, etc? 
But of course all these things were to be 
found outside the western world and its 
sacrosanct rationality... More significant 
than the innovating spirit of entrepreneur- 
ship were the increased volume of trade... 
Like Europe, the rest of the world had for 
centuries had the experience of the neces¬ 
sities of production, the laws of trade and 
the movements of currency [Braudel 
1979:575, 581J, 

Indeed, it was world production, trade and 
currency movements that offered the 
attraction and possibility for Europe to 
expand its own production and trade to begin 
with - and still for three centuries after the 
Europeans discovered the American money 
with which to participate in this world 
economy. So the necessary economic. 
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trade,comihdrti^l, and financial 
institutions had to already previously exist 
and then also to persist and to develop even 
to permit the Europeans to get in on the 
game. 

Independent India's first prime .minister 
Nehru observed that 

[India’s] banking system was efficient and 
well organised throughout the country, and 
the hundis and bills of exchange issued by 
the great business and financial houses were 
honoured everywhere in India, as well as 
in Iran, and Kabul (Afghanistan] and Herat 
and Tashkant and other places in central 
Asia... There was an elaborate network of 
agents, jobbers, brokers, and middlemen... 
a very rapid and ingenious system of 
communicating new and market prices had 
been evolved [Nehru 1960:192]. 

[f modem India’s first prime minister mny 
have been influenced by some partiality to 
his country in his Discovery of India , the 
then same could be equally expected of the 
Portuguese Tome Pircs for hisown and other 
Europeans when he advised them in the 
early 16th century that "those of our people 
who want to be clerks and factors ought to * 
go... and learn*’ from the Gujarati Indians 
in Cambay because there "the business of 
trade is a science in itself* [Pires 1942:1,42]. 
More recent authors note that 

there is evidence of a highly developed class 
(the shroff or sarafs [a term that was itself 
derived from Arabic (Habib 1976:392)] 
dealing with currency, commercial credit, 
loans, insurance of goods, etc... [which] 
were undoubtedly closely connected with 
the rural petty bourgeoisie... [which was] an 
important link in the transmission of a definite 
share of the agrarian surplus to the 
commercial classes... 

It is not clear if the Portuguese introduced 
any organisational change in India's 
commerce and industrial production even in 
limited areas or sectors... To all appearance, 
they made use ol the existing machineries 
of [production and commerce] [Ganguli 
1964:57, 68]. 
and 

From the late 16th century on, the portfolio 
capitalist - an entrepreneur who farmed 
revenue, engaged in local agricultural trade, 
commanded military resources (war animals, 
arms and human labour), as well as on more 
than one odd occasion has a flutter in the 
Great Game of Indian Ocean commerce - 
was a characteristic feature of the Indian 
political economy [Bayly 1990:259], 

Grover's (1994:219-55) comprehensive 
review of "An Integrated Pattern of 
Commercial Life in Rural Society of North 
India during the 17th and 18th Centuries'* 
stresses that the same pervaded India into 
its farthest reaches distant from the coast, 
ports and Europeans. Habib (1969:71) 
suggests an indication of the efficiency and 
security of such commerce and the transport 
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(hat underlay ft" in we&t 
Insurance rides in tbe mid-17th century fat 
distances (as the crow flies, that is rather less 
than on Jthe ground), of 315, 550 and 675 
miles were 0.5,2.5 and 1 per cent of the 
value of insured goods, respectively. 

Habib's discussion of "Economy of 
Mughal India" and of "Merchant com¬ 
munities in Precolonial India” leaves no 
doubt about the 'development* of commerce 
and finance. The market was open and 
competitive. There were large-scale traders 
as well as small-scale 'peddlers'. Credit was 
widespread. Ahvnedabad merchants made 
payments and settled debts almost entirely 
in paper, and almost any order or promise 
of payment could be turned into discounted 
commercial paper [Habib 1969:73], Another 
indication of the 'development* of the 
Financial market is that rates of interest that 
varied from 0.5 to 1 percent a month, which 
was not significantly different from English 
and Dutch rates [Habib 1990:393]. 
Another author summarises: 

[European] Company officers documented 
a complex, changing, and highly differen¬ 
tiated landscape ot agrarian commodity 
production in south India... Scholars support 
a line of argument... (that] spatially dif¬ 
ferentiated but widespread trade expansion, 
capital accumulation, labour specialisation, 
and productive diversification generated 
commercial resources for state revenue 
during three centuries before British rule... 
[and] produced the commercial economy 
that states tapped for revenue ILudden 
1990:236, 216-17], 

Local producers and distributors of both 
agricultural and manufacturing products were 
tied into a complex' system of advance 
payments of credit and/or materials. "In fact, 
credit and finance operated in terms of a 
complex ordering involving lenders at 
different organisational and social levels... 
[which] encompassed a relatively large 
proportion of the agricultural product” [Periin 
1983:73], not to mention of manufacturing 
output. 

These mechanisms and institutions allowed 
high rates of appropriation by providing 
means for large numbers of producers to 
survive climatic and price fluctuations, to 
which high taxation and rents, and tow real 
prices for marketable commodities, made 
them especially vulnerable... [and] provided 
continuity in space and time, enabling 
commercial transactions to multiply” 
[ibid:98]. 

Manufacturers received raw materials and 
or credit to acquire them, employed artisans, 
and paid them wages. Other artisans worked 
for state monopolies, also on a waged basis; 
and still others worked independently 
IGanguli 1964:47 ff]. All of them were pan 
and parcel of an organised ’system' ot 
finance, credit, distribution, trade, and 
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production ter thetocaf, rtegionni/andexport 
market - Which had of course hong been and 
continued to be part and parcel of the world 
market. When the Europeans entered, c g, 
as the *utch VOC did near Agra, it was into 
a "triangular network, covering large 
distances, and a framework for company 
transfers between several other places, (that] 
is merely the tip of an organisational complex 
of remittance facilities and advance crediting 
that includes much of the Indian sub¬ 
continent and extends well beyond [Perlin 
1990:268]. 

In conclusion, Stein's (1989) review also 
of some of the above cited and other recent 
re-examination of the evidence from India’s 
pre-colonial economy once again confirms 
its widespread commercialisation as well as 
both extensive and dense productive and 
commercial relations between the country¬ 
side and towns and among ubiquitous small 
and larger urban commercial centres. 
Elsewhere, Stein and Subrahmanya (1996) 
note in the introduction of their collection 
of new papers on "Institutions and Economic 
Change in South Asia” that the unifying 
thread among them is that economic actors 
and institutional structures were continually 
undergoing economic change in relation to 
each other and in response to changing 
economic circumstances and imperatives. 
Stein (1989) also signals that India's well 
developed financial system already provided 
much of the capital used not only by Indian 
producers and traders themselves, but also 
by both the EIC and pri vate European traders 
for their own operations within India and 
beyond. 

tv 

The Decline of India Helped the 
Rise of the West 

Then, when how and why did India and 
Asia 'decline'? That issue has recently been 
addressed by Athar Ali. How he poses the 
question is worth quoting in full, although 
his own tentative answer seems less than 
satisfactory. He notes that the fall of the 
Mughal Empire has been attributed to all 
manner of internal' factors - from too much 
bad influence of women to institutional 
inadequacies that made peasant exploitation 
inefficient but therefore all the more severe, 
which generated growing nationalism. He 
observes that a synthesis of all relevant factors 
is yet to be attempted; but. before even 
trying, we first need to place them in ‘the 
proper context”. So M Athar Ali observes 
that 

In following the scholarly discussion over 
the break-up of the Mughal Empire, I have 
been struck by the fact that the discussion 
should have been conducted in such insular 
terms. The first part of the I8ih century did 
not only see the collapse of the Mughal 


Empire: TbeSafavtdEnqpto 
4 the Uzbek Khanate broke into fragments; 
the Ottoman Empire began its career of 
slow, but inexorable decline, Are all these 
phenomena mere coincidences? It seem to 
me straining one's sense of the plausible to 
assert the same fate overcome all the large 
Indie and Islamic world at precisely the 
same time, but owing to quite different (or 
rather miscellaneous) factors operating in 
the case of each of them. Even if the search 
should ultimately prove futile, one must see 
whether it is possible to discover some 
common factor that caused more or less 
stable empires to disintegrate... There is one 
remarkable point too, which may serve as 
a guideline in our search. The break-up of 
the empires directly precedes the impact 
from the armed attack of the western colonial 
powers, notably Britain and Russia. But it 
precedes the impact with such a short interval 
that the question must arise whether the rise 
of the west was not m some ways, not yet 
properly understood, subverting the polity 
and society of the cast even before Europe 
actually confronted the eastern states with 
its superior military power. Il is a regrettable 
gap in our study of economic history of the 
Middle East and India, that no general 
analysis has been attempted of the changes 
in the pattern of trade and markets of these 
countries, as a result ot the new commerce 
between Europe and Asia | Air 1973:386]. 

Alt's own attempts at a tentative answer 
are not satisfactory however, already because 
of how he hegins it; "the major event between 
1500 and 1700 was certainly the rise of 
Europe as the centre of world commerce** 
(Ali 1975:387). The evidence above 
contradicts ihispointofdeparture and obliges 
us to look for a different one. Ali goes* on 
to suggest that European economic influence 
must have disrupted and weakened the Asian 
economies, not only relatively but necessarily 
also absolutely (p 388). This supposition 
also is contradicted by the evidence for the 
16th, especially the 17th, and still pan of 
the 18th centuries, during which the Asian 
economics were, on the contrary, 
strengthened. 

Then Ali argues that the supposed diversion 
of Asian income to Europeans and its denial 
to the ruling classes in Asia obliged the latter 
to increase agrarian exploitation to keep 
themselves afloat, and that "of course, spell[s] 
the end of the great empires” (p 388]. 
However, increased eploitution, especially 
of those working on the land, is usually not 
so much (lie result of declining income by 
those who rule them, as the result of greater 
and rising market opportunities to generate 
income from those who work the land. That 
has been the common experience in plantation 
and other agrarian export economies [Frank 
1967). May it not also have been the case 
in the 17th and 18th century Asian ones? 
Ali cites Habib (1963) as arguing precisely 
that there was intensified exploitation in 


and zamindar rebellion. (Moreover, increa¬ 
sed earning opportunities would also again 
increase exploitation of workers in British 
industry (luring the industrial revolution, as 
Engels and Hobsbawm later noted.) 

However, there is reason to believe that 
the very long rise in production and 
population itself conlributed io subsequent 
decline at least in the growth rates of both. 
Experience elsewhere and some evidence 
also from Asia suggest that the rise in 
production and population pul pressure on 
the resource base and probably polarised 
both economy and society: The distribution 
of income became increasingly unequal. 
While some people were pushed 'down and 
out' and were marginalised at the very bottom 
of society, a larger group of displaced 
peasants and low wage workers formed an 
ever bigger pool of cheap labour. Among 
this large and perhaps growing segment of 
people at the bottom of society, low income 
at the same time reduced their effective 
demand on the market for goods ami 
increased their supply of cheap labour to 
product goods, also forexport. The changing 
'distance between rich and poor* also 
modified the 'upper' end of the social 
pyramid. Upward mobility and conspicuous 
consumption, especially by merchants uul 
speculators, was enhanced as docun..'Med 
for Ming China economy and society in Tht 
Confusions of Pleasure by Brook ( 1996 ) 
LippiU (1987:90) estimates the size ot the 
economic surplus that the gentry and othcis 
extracted to have been at least 30 per cent 
ofnatkmal income in the I9thccnlury. Earlier 
economic boom conditions may well have 
elicited both absolutely and relatively higher 
surplus. Analogous processes have been 
described also as a result of economic 
expansion in India before its 19th century 
decline. 

For instance. Habib (1 %3a) explains how 
"the Mughal Empire had been its own grave¬ 
digger” (ibid:35l). Its governing class got 
much of its great wealth through the 
expropriation of the surplus produced by the 
peasantry. Habib quotes twocontemporaries 
who observed that seldom if ever has the 
contrast been greater between "the rich in 
their great superfluity and the utter subjection 
and poverty of the common people” and "the 
country is ruined by the necessity of defraying 
the enormous charges required to maintain 
the splendour of a numerous court, and to 
pay a large army for keeping the people in 
subjection” [ihid:320]. That must have 
reduced income and cITecti ve domestic mass 
demand and made for a low wage supply 
price. Indeed, Habib (1963a324-29] testifies 
both to increasing exploitation ovpr time of 
the peasants ami to their resulting flight from 
the land, which increased the urban and 
other supply of labour, presumably at lower 
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wage*. TMs condition also coutrlbwied 
importantly to the downfall of the Mughal* 
and their replacement by the Marathas, 
who however not only continued but 
even increased their exploitation of the 
peasantry 

In that way, economic expansion combined 
with polarisation ot income and status also 
resulted in atrophy in the very process that 
generated it It militated against incentives 
to introduce labour saving techniques of 
production, as m Elvtn's “high level 
equilibrium trap*', which is examined below 
For that trap can become operative even at 
high average levels ot production and income 
it that income is increasingly and sufficiently 
unequally distributed to form a large pool 
ot low income and low wage people at the 
bottom 

Therefore, the political stability ot the 
Asian empires may have been undermined 
not so much by European competition in 
theirctonomies as All suggests The growing 
economic and political strains in Asia may 
instead have been generated more by the 
Europeans supply ot silver and by the 
resultant increased purchasing power, 
income and demand on domestic and export 
markets in the world economy and especially 
in Asia That presumably increasingly 
skewed the distribution o! income which 
can have led to constraints on effective 
demand and growing political tensions 
Golasione (1991a b) discounts monetary 
influences and privileges dcinogtaphic ones 
which were already examined above 
Howcvct Goldstone also argues thu 
regardless ot how the use ot labour is 
oigamsed populilion growth in agratian 
societies lowers wages and et tectivc demand 
and concentrates income and wealth Yet 
we have argued above that more money and 
higher population also re-entoiccd each 
other 1 All ot these r ommon tatties may then 
have undermined economic viability and 
political stability across all ot Asia at the 
same time although more slowly in China 
which still was relatively mote immune trotn 
this process 

Only in the second half of the I Kth century, 
especially in the last quarter, did decline 
trends accelerate in the Ottoman Indian and 
Chinese areas/empires The decline was 
earliest and most accelerated perhaps in Persia 
and then m India with the gradual loss ot 
competitive advantages in textiles and the 
reversal ot bullion (lows (i e outward rather 
than inward) after mid-18th century 
However the Bengali textile industry already 
was in trouble helorc the Battle of Plassey 
in 1757 Thcaccompanyingpoluicaldisarray 
ot the Mughals and others rendered Asians 
vulnerable to predatory European merchant, 
naval and ultimately political power The 
Europeans captured the carrying trade from 
the indigenous shipping and merchants in 


the mjkMSth century in Indian water* on a 
new scale India was the first Asian political 
economic power to begin the Tali' to 
European hegemony 

So unless it was in Satavid Persia or tn 
Timund and/or Bukharan cennal Asia, the 
earliest 'decline' seems to have occurred m 
India, and it is also the one tor which the 
most studies are more readily available to 
us So let us start with India, and go on to 
examine other parts of Asia after that 

Regarding specifically the Decline in India 
histonography has long debated whether 
and to what extent especially British 
colonialism was responsible lor famine and 
dc-industnalis&iion first in Bengal and then 
elsewhere in India Ironically, western- 
aligned and I ndian national ist observers agree 
that the British victory at the Battleof Plassey 
in Bengal in 1757 marked the most important 
disjuncturc Western-aligned observers 
tended to argue that Britain brought 
civilisation and development to India Some 
Indian nationalist writers already in the 19th 
century [Chandra 1966] and many Soviet 
Indian and other anri-nnperialist ones 
(including Frank 1978) in the 20th century 
have seen the decline ot India as the result 
of the defeat tn (hat battle, which led to 
British colonisation That began the “Rape 
of Bengal" by the East India Company, the 
destruction of the textile industry, the 
zamindari and ryotwart structure of 
landownershtp 'The Drain ot capital from 
India etc Without wishing to pursue this 
dispute here there is nonetheless legitimate 
doubt about just when and where economic 
decline began in India and elsewhere 
Those who argue that it only began after 
1757 or like Amya Bagchi only after 1800 
ot indeed really only from about 1810 as 
Stein (1989) suggests must confront at least 
some evidence that significant economic 
decline had already started tictorc any ol 
these dates 

Contrary to rccc ved allegations about 
stagnation' in India and elsewhere in Asia 
prior to the arrival of the Europeans sub 
stantial economic growth continued ir India 
well into the 18th century That is also the 
summary judgment ot the historical cvi 
dcncc about '18th Century India Another 
View’ by Stem J989) In his view how 
ever British policy did not cause significant 
economic damage in India until about 1810 

Yet others have observed beginnings ol 
economic decline m India already about a 
century earlier There is a definite decline 
in both silk an J cotton production in Bengal 
from the early l7U)s* (Rtla Mukhcrjcc 
pn vale com mumc mon Septembcr9 1995) 
Mukherje? (1994) offers evidence Irom 
Kasimbjuar « m ijor Bengali silk producing 
centre where the number of merchants 
supplying Mlk to the East India Company 
declined irom an average of 55 merchants 


with m vestment* of 17 OOQ rupees in 1733* 
37 to 16 merchants with 7,000 rupee* id 
1748-50 After a crisis in 1754, these 
merchants vanished from the factory records 
overnight Procurement/supply problems had 
been on the increase, and the hinterland was 
breaking down as elsewhere in coastal India 
However, Bengal was also suffering tiom 
declining demand for its silk as Chinese 
competition grew m Bombay and Madras 
Mukherjee (1994) also studied Jugdia, the 
most important Bengali cotton producing 
area There too, matters were 'coming to a 
crisis in the production sphere" at the same 
time There were problems of procurement 
e g of late deliveries, shortfalls in supply, 
deteriorating quality sudden pnee-hikes and 
general unreliability so that hv the mid* 
18th century we can already foresee some 
of the signs ol deindustrialisation' under the 
impetus of both stronger loreign capital and 
weaker local mercantile organisation 
IMukherju 1994 128] It seems strange then 
that Eaton s (1993) study of the Bengal 
frontier linds little or no economic decline 
and at most a shift of economic activity Irom 
west to east towards and within Bengal before 
the mid 18th cemury 
For Marshall (1987 290) also observes 
that 'the stability of Bengal itself which had 
lasted for several decades began to crack 
m the 1740s A stark picture is painted in 
a recent assessment ' Then he quotes from 
Chaudhun (1978) who refers to a push (of | 
the economy of Bengal towards the bnnk 
ot general collapse Chaudhun (1978 108) 
himself goes on to refer to 'the disruption 
ot textile production Moreover 
Chaudhun (1978 309) also observes that 
The 1710s were a bad time lor southern 
India md that the great Anglo f rcnch 
wars of the mid 18th century further 
dislocated trade that was already in serious 
difficulties Madras suffered particulaily 
severely [Chaudhun 1978 294] Also 
Arasuratnam (1986 211) writes under the 
title Coiomandel Trade 1700 1740 
Stagnation oi Decline 7 that especially after 
1715, there is no doubt that the region saw 
a downturn in economic activity and ihete 
fore in commerce 

The Cambridge Economic Himoi > of India 
adds that 

considerably more important than the dc 
l line of shipping in Bengal was the downfall 
of the great commercial marine of Guiaial 
in the early I Kth century Hcie again it is 
worth noting that the decline of Gufaiat's 
maritime trade although hastened by the 
growing political insecurity had begun 
before the breakdown of taw and ordu i catty 
began to bite The decline of the Mughal 
poll of Surat and the disappearance of the 
t lecl which was based at that port the at tual 
figures (ailing fiom 112 vesst Is in 1701 to 
20 tn 1750 - were aiguahly the most 
important developments tn the ttadc ol 
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live Hutton Ocean during the period 
(RaychfUdhnn and Habib 1982 433] 

Yet, Surat tn the west and Masulipatnam 
and other Coromandel coast centres and 
their hinterland in the east declined already 
m the early decades of the 18th century, as 
a consequence also of the simultaneous 
weakening of the Mughals, Safavidt and 
Ottomans [Das Gupta and Pearson 
1987 140] Europeans were able to take 
commercial competitive advantage of this 
Asian decline and of their Asian competitors* 
distress elsewhere as well Marshall observes 
that these 

would have been difficult time tor Asian 
ships whether the Englishman was offering 
his services in competition with them or 
not Only when their Indian counterparts 
were drastically weakened did the English 
influence on western Indian trade begin to 
grow All Asian ships appear to have been 
losing ground in south-east Asia and China 
to Bntish ships from Madras and Calcutta 
intheearly 18thcentury [Marshall 1978 292 
2931 

However, the Indian economic difficulties 
seem to have spread and/or deepened in the 
third and fourth decades of the century and/ 
or also senously affected the heretofore 
competitively strongest regions, like Bengal 
Moreover, the average annual imports 
(invoice values and sales values) from Asia 
by the Dutch and English East India 
Companies also declined in the decades of 
the 1730s and 1740s (but recovered tn the 
1750s) * confirming the assumption that 
this was a period of marked competition in 
the European-Asian trade [Steensgard 
1990 112 13] Chinese merchants were 
massacred in Dutch Batavia in 1740 It was 
also “a gencial European recession in the 
colonial trade** [Steensgard 1990 110] and 
a time of war - of Jenkins* Ear beginning 
in 1739 and of the Austrian Succession m 
1740, which Dom( 1963 164) characterised 
as “in essence a commerc lal one a struggle 
of rival merchants fought about overseas 
commerce [Frank 1978a 110] But this 
observation is not limited to Dom The 
last war which was undertaken altogether 
on account of the colonies [wasl the 
Spanish war of 1739 [which] was pnnci 
pally undertaken on their account'* Adam 
Smith (1937 899) had already observed 
in 1776 

Returning to India it does seem important 
to inquire further whether political problems 
and then European colonisation may well 
have come on the heels of and have only 
accelerated an already earlier and still 
ongoing economic decline m various parts 
Of India - and elsewhere 7 At the same tune, 
1th also important to inquire whether, how, 
and to what extent such decline was related 
to or even in part generated by European 
nse evenbefore Europeanpolifical/milttary 


colonial intervene 
Arasaratnam (1995) considers this matter 
with regard to the Coromandel Coast Dutch 
colonial intervention in south-east Asia and 
Bntish efforts to profit more from the China 
trade simultaneously disadvantaged the 
Coromandel Coast and its Indian merchants 
Growing Dutch VOC political/commercial 
control in Indonesia and especially in Java 
and us choking effects on Malacca also cut 
into the long-standing Coromandel ties with 
south-east Asia These had been both bi¬ 
lateral and multi-lateral os part of the wider 
trading network outlined above, and both 
were severely damaged The British East 
India Company s growing direct links with 
China also served to cut Coromandel out of 
previously important trading business 
Arasaratnam summarises some commercial 
changes in the early and middle 18th century 
and “the single most decisive feature** for 
Coromandel, which was the decline in its 
trade with south-east Asia 

As far as Coromandel was concerned 
Euiopean trade tn its now forms and 
diiecuons, cut deep into the trade that had 
been traditionally earned on in that region It 
was this [south east Asian] artery that was 
punctured violently by the Dutch in the 
course of the 17th centuiy Indian trading 
links were cut off one by one with the 
Moluccas, Macassar and the Celebes 
Bantam and the north Javanese ports, west 
coast of Sumatra In a senes of military and 
naval actions these ports and markets were 
shut off from competitive trading h meant 
denial of a lucrative export market in textiles 
for the Coromandel shippers It meant the 
wresting from their hands of the import trade 
in spices to Coromandel and it meant the 
denial of mineral - gold and tin - which had 
formed a profitable import to India It must 
be emphasised that these were achieved by 
brute force and not by superior commercial 
expertise The boom in the China trade m 
the second half of the 18th century and the 
consequent changes to the inter regional 
tiade of Asia constituted the final blow to 
the Coromandel trade Coromandel like 
Bengal was drained of bullion to purchase 
Chinese exports, leading to as general 
shoitagc of capital The Coromandel 
merchants had little or no role to perform 
in this newly emerging trade pattern The 
extension of direct English control over 
important parts of the country dispensed 
with their role as middlemen As the amount 
of power wielded by the Europeans grew 
so also did [the Indian political power 
brokers] dependence on it and their 
commitment to it They were decidedly on 
the side of the Eui opean in their confrontation 
with the merchants and helped to undermine 
the interests of the merchants Likewise they 
took the side of their European masters 
against the hintei land power and contributed 
to undermining the latter m the interest of 
the former [Arasaratnam 1995 XlV-28,29, 
40, 41} 


In summary, tv evidence 

that economic decline in India had begun 
already before the Battle ofPtassey in 1757, 
and we have already observed possible 
domestic and world economic explanations 
for the same above 

V 

World Political Economic 
Conclusion 

We may summarise the argument above 
The argument - and the evidence* - is 
world development between 1400 and 1800 
reflects not Asia’s weakness but its - and 
particularly China's and India’s economic 
- strength, and not Europe's non-existent 
strength but rather its relative weakness tn 
the global economy For it was all these 
regions* joint participation and place in the 
single but unequally structured and unevenly 
changing global economy that resulted also 
in changes in their relative positions in the 
world The common global economic 
expansion since 1400 long benefited the 
Asian centres earlier and more than marginal 
Europe, Africa and the Americas However 
this very economic benefit turned into a 
growing absolute and relative disadvantage 
for one Asian region after another in the 
late 18th century Production and trade 
began to atrophy as growing population 
and income but also their economic and 
social polarisation exerted pressure on 
resources constrained cftectivc demand at 
the bottom and increased the availability of 
cheap labour m Asia more than elsewhere 
in the world 

Another region, Europe, and then also 
North America (and if we wish to separate 
it out also Japan at the other end of Eurasia) 
were able to take advantage of this pan- 
Asian crisis in the 19th and 20th centuries 
Yet contrary to Marx and Weber, this new 
European participation in world develop 
ment was not based on any unique 
development of 'capitalism* nor on scientific 
'revolution* in Europe since the Renais¬ 
sance and still lesson any exceptional western 
'rationalism* inherited from Judaism or 
Greece Instead some Europeans then 
managed to climb up on the Asian econo¬ 
mies’ shoulders The Europeans pursued 
Newly Industrialising Economies [N1E] 
policies first of import substitution and then 
increasingly also through export promotion 
to and within the global world market, 
analogous to those of the east Asian NIEs 
today Europeans innovated labour saving 
and power-generating technologies that 
responded to world economic population/ 
resource relations of demand-and-supply, 
which suddenly began to favour the west 
over the east For around 1750, Asia's long 
cyclical economic expansion came to an 
end, its rates of population growth declined, 
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and European ones began to rise around 
1750. 

Thus, in analogy to other periods of 
cyclical decline and transition, the late 18th 
century was still one of competing and 
'shared* political economic power between 
the declining Asians and the rising 
Europeans. Only then, was a new 'hege¬ 
monic* order built with European power at 
ihe centre in which a new period of indus¬ 
trial and economic expansion occurred, now 
with rapid capital accumulation in Europe 
itself. This 19th century world hegemonic 
system was eventually followed by increas¬ 
ing intra-European rivalry and rivalry with 
the US and Japan. These culminated in a 
general crisis and war between 1914-1945, 
leading to the construction of a new hege¬ 
monic order and renewed world economic 
growth under American leadership. How¬ 
ever, the 'American century* also lasted 
only 20 years. The contemporary economic 
expansion in cast Asia beginning with Japan, 
then in the east Asian NIEs and now ap¬ 
parently also in coastal China, may spell the 
beginnings of a return of Asia to a leading 
role in the world economy in the future as 
it had in the not so distant past. 

So Europe's and the west’s success was 
.not based on any 'strength* that it allegedly 
built-up during the previous three or more 
centuries, but rather on its previous mar- 
ginality and relative ’backwardness 1 in the 
global economy. Moreover, the west’s 
‘success* may well prove to be only 
temporary and relatively short-lived. Its 
leading economies are already experiencing 
absolute and relative social and economic 
atrophy analogous to that of the previously 
predominant Asian economies, while some 
of the latter seem to be recovering their 
economic and social impulse. 

(This essay excerpts some sections on India 
from the author's forthcoming book Global 
Development 1400- J800: How Asm Prospered 
from American Money Brought by Europe . The 
book offers a new and alternative world 
economic accounting for the Rise of the West 
after and in relation to the Decline of the East. 
In the book, Europe remains entirely marginal, 
and India and even more so China are 
increasingly dominant, in the world economy 
through the 18th century. The historical 
evidence and theoretical analysis in support of 
this thesis rattle at the cage of Eurocentric 
historiography and social theory, if they do 
not altogether pull the historical rug out from 
under Marx and Weber, Braudel and Wal- 
lerstein, and their still all too many followers, 
as well as from my own earlier writings 
along the same lines. In this essay, 1 wish 
to submit some of the evidence and these 
excerpts from my argument only about India. 
Therein, as decades ago in these pages. 1 make 
bold again to intervene in some long¬ 
standing debates in Indian history and social 
science.) 
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Ricardo versus Tooke 

An Old Controversy Revisited 

D M Nachane 
H R Hatekar 

The bulliontst controversy, stemming from the decision of the Bank of England to suspend spi c it payments in 1797 
resulted in the first major artu ulation of views whif h wei e latet to bet ome t racially important to banking and mom tat \ 
theory Paralleling the controversy in England , the Indian situation saw a ranging of participants on political as 
well as theoretical lines 

Against a historical overview of the economic situation m England leading up to the bulltomst lontrcnerss this 
paper survey s the different arguments and attempts to c lassifs the diverse strands into four it elide fined theoretically 
distinct positions An attempt is also made to empirically reappraise the classical controversy by bringing to bear 
upon the data recent econometric developments in the areas of comtegration and causality 


THE bullion!st controversy, stemming Irom 
the decision ol the Bank of England to 
suspend specie payments in 1797 resulted 
in the first large scale articulation ol views 
whu h were later to become crucially 
important to banking and monetary theory 
These constructs were to dominate textbooks 
loi several decades and tormed economists 
ideas for several generations t mu liar as 
they may he to all economists today it is 
instructive to look into «he historical 
conditions under which the classical ideas 
regarding monetary at lairs were lormcd It 
will then become apparent that innocuous 
looking textbook diagrams are otten the 
end products ol hard (ought political battles 
between vested interests waged over several 
decades Another interesting aspect ol the 
controversy is that a similar debate raged in 
India in the first two decades of the 20th 
centuiy The partisans weie divided on lines 
reminiscent of the bullionisl controversy 
Paralleling the controversy in England, the 
Indian situation saw a rangi ng of participants 
on political as well as theoretical lines 

Section 1 ol this paper takes an historical 
overview of the economic situation in 
England leading up to the bulhomst 
controversy Section II suiveys the different 
arguments and attempts to classify the diverse 
strands into four well dclmcd theoretically 
distinct arguments Section 111 outlines the 
econometric meihodology used lor empirical 
evaluation ol the debate Sec non IV presents 
the empirical results Section V takes a brief 
overview of the Indian debate and Section VI 
presents the conclusions of the paper 

I 

Historical Overview 

The last decade of the 18th century was 
significant for England in more ways than 
one That fateful decade marked the 
beginning of 4 period, spanning nearly half 
a century of epochal significance for the 


Btti'sh monetary system The wars with 
France which continued sporadically till 
Napoleon’s decisive defeat in 181^, domi 
nated the events in the first half of this 
period the second halt was characterised bv 
frequent commercial discs amidst a general 
and prolonged depression The entire period 
thus put the British hnancial system under 
great strain and tested its resilience to the 
full The system underwent a senes ol 
transformations culminating in the Bank 
Chartci Act of 1844 which can be icgaidcd 
as having firmly set the course for the system 
to evolve into its picscnt form 

Tumultuous events usually give rise to a 
ferment in the sphere ol ideas too and this 
period was no exception A lively 
controversy tht so called hullionist debate 
1 aged throughout the entue period engaging 
several impoitant protagonists from realms 
as varied as academics business and 
government The Report ol the Bullion 
Committee ot 1810 may be said to 
encapsulate several key recommendations 
ollhebulliomsts The controversy however 
was not confined to the issues raised in the 
Report and several arguments ante-dated the 
Report considerably Nor did all controversy 
cease with the publication ol the Report 
Indeed, echoes of inc arguments of that 
period have kept on resurfacing well into the 
present times In order to facilitate a proper 
appreciation ot the < ontroversy a chronicle 
of the main events ot that historical period 
(1793-1844) is in order Several eminently 
readable accounts 1 propos are ivailable 
of which special mention must be made of 
Andreades (1909) Hawtrey (1949) and 
Viner (1937) 

William Pitt, at the helm ot affairs in 
England since 1784 had at least apparently 
chosen largely to ignore the French 
Revolution Indeed in February 1792 in a 
famous parliamentary speech he had 
declared, ‘Unquestionably there never was 
a lime in the history ot this country, when 


tiom the situation in Europe we might more 
tcasonahly expect fifteen years of peace than 
at the present moment (Andtcades 190H| 
Howevei due to a combination ot events 
a reluctant England and its ally Holland 
found themselves at war with Frame as of 
Februaiy 1 1793 

1 ht c ircumstunccs attending the initiation 
ol hostilities were certainly not tin most 
piopitious foi Lngland There had been a 
scries ot poor harvests in F ngland between 
1789 to 1802 and the year 1792 witnessed 
the pi ice ot corn using by 13 sh I hat year 
public credit had also been seriously 
eroded bv a number ol bankruptcies among 
country banks I he Bank ot Lngland alieady 
had the monopoly of note issue-banks 
having more than six directors were prohi 
bited from issuing notes However, the 
general expansion ot commace following 
the industrial revolution meant an ever 
expanding demand for money f his icsulted 
m the opening of several country banks 
which had less than six directors to 
circumvent the prohibition Often, these 
hanks would be of a dubious credibility 1 he 
credit system backed by such banks was 
exdcmcly fragile and bank collapses jnd 
panics were common The year 1792 had 
witnessed one such failure already Pitt had 
however managed to contain the magnitude 
of the crisis by the stratagem ot advancing 
pounds 5 million in exihequci hills to the 
London city mere hants I hen, there fol lowed 
two yeais ot general prosperity The next 
crisis which began in the latter hall of 1795, 
was not to be so easily averted It culminated 
m the passing of the Restriction Act on 
February 27 1797 which forbade the Bank 
of Fngland from redeeming its notes in 
specie Even though the alarm associated 
with an impending French invasion is usually 
regarded as the immediate cause ot this 
catastrophe, the real underlying causes are 
to be traced directly to the fiscal profligacy 
which the war had imposed on Pm On 
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June 14,17!to,tlte advances on ttw^ 

Mood at pounds 12.32,649 tn addition to 
these, Pitt demanded (and secured) pounds 
9,00,000 each at the end of July and August 
of that year The directors ofthe Bank agreed 
to advance the first loan but refused the 
second Pill shrewdly made a pretense of not 
accepting the first loan, maintaining that it 
was useless to him without the second The 
Directors had to give m In November, he 
demanded from the Bank an additional sum 
of pounds 27,50,000 to which the Bank 
agreed tamely As a result, total circulation 
rose rapidly This was the direct consequence 
of the additional power that a resolution of 
the parliament had placed in Pitt's hand 
The danger of the Bank becoming an 
unwilling instrument in the hands of a 
spendthrift government had been recognised 
by the founding fathers of the Bank of 
England Normally by an informal 
agreement the Bank generally advanced 
pounds twenty or thirty thousand to the 
government Complaints were made if these 
advances exceeded fifty thousand 
[Andrcadcs 1909] However advances far 
exceeded these limits dunng the American 
wai s when they reached close to pounds one 
hundred and fifty thousand M Bosanquet, 
who was the governor of the Bank at that 
time, doubted the legality of these advances 
Hence, he worked out an arrangement with 
Pitt whereby the Bank gave the government 
an indemnity on the American war advances, 
and promised to advance funds to the 
government as long as the advances were 
limited to fifty thousand Just when the 
agreement was bang finalised, Bosanquet 
retired from servue Pfft saw what a powerful 
tool this agreementflMplace into his hands, 
and hurried the bill through parliament, but 
was careful to omit the limiting clause 
Remittances abroad were another 
prominent feature of this penod - pounds 
2 715,232 were sent as subsidies to 
continental allies in 1793, pounds 8,335 592 
in 1794 and pounds 1.104.236 in 17^5 
During the period ol the restriction the 
government incurred a phenomenal debt 
which was primarily held by the city 
financiers and several homines novi* had 
amassed massive fortunes due to the 
expanded war demand 
The Restriction Act was quickly followed 
by an inward flow of bullion, and a recovery 
of the Bank from its strained condition Not 
unnaturally uommotlly perceived fear was 
that via the Restriction Act the Bank had 
been rendered an engine in the hands of the 
government A popular contemporary 
lampoon ran as follows 

Of Augustus and Rome 
The poets still marble 
How he found it of brick. 

And left k of marble 
So of Pitt and England 


Man say without vapour 

That he found it of gold 

And left it of paper 

Buta properly contrite Pm, by aprudential 
combmationof tax ation and borrowing, gave 
the lie to such fears Right up to 1809, in 
spite of the successive extensions of the 
Restriction Act, the privileges conferred by 
the Act were used with the utmost forbearance 
and self-discipline According to the 
estimates of Tooke and Newmarch(l836- 
57), the annual average of the excess of 
advances to the government over the deposits 
of the treasury, were about 25 per cent lower 
over the penod 1804 10, as compared to 
their level over the penod 1790 96 - a fact 
which leads them to place credence in “the 
presumption that the government and the 
directors of that penod were sincere in the 
declaration that there constantly existed, on 
the part of both a reference (o the eventual 
resumption of cash payments * (Tookt and 
Newmarch 1838 57] 

Shortly after Pitt's death however, these 
healthy trends were reversed The closing 
of the European ports to British commerce 
and the opening up of South American pom 
(following the defeat of Portugal and Spain 
by France) fuelled a speculative boom in 
1809. leading to a greatly increased paper 
cuirency issue As a response to this 
development, the Bullion Committee was 
appointed in February 1810 to deliberate 
whether the notes had been issued in excess 
and to suggest a framework for regulation 
of the issues The mam conclusions of the 
Bullion Report were 'that at that time there 
was an excessive paper currency of which 
the most unequivocal svmptom was the very 
high pnee of gold bullion and the very 
depressed state of the foreign exchanges 
That the excess was to be attributed to the 
removal of all control on the issues of ihe 
Bank of England by the suspension of cash 
payment The only true and proper remedy 
was a resumption of cash payments' 
(Macleod 1855 vol 2| The report was 
presented to parliament on May 6 1811 but 
was refected by an overwhelming majority 
The rejection of the report was a major 
victory tor landlords and industrialists, both 
of whom were the net debtor classes It was 


tested by many that a resumption of specie 
payment would lead to a steep deceleration 
whereby the real debts of these two classes 
would have increased These tears brought 
together class interests that were traditionally 
antagonistic This combination ol otherwise 
opposing interests played a major role in the 
defeat of the report The government too 
was a major debtor and should have sided 
with the landlords and the industrialists 
However, the government hand-m-glove 
with the Bank of England followed a dubious 
financial policy dunng the war The discount 
rate was deliberately maintained low so as 
to make the new issue market profitable The 
government then resorted to redeeming old 
debt and replac ing it by floating debt 
Depression, prospenly and financial panics 
alternated in quick succession dunng the 
years 1810 1815 resulting in excessive 
volatility of the premium on gold The 
vacillating fortunes of the paper pound 
seemed toconvince several hitherto skeptics 
of the desirability of a letum to the gold 
standard In particular several people began 
to view the gold standard as an expression 
of the prudential old values of a sound 
financial system as against the 
entrepreneurial class which derived its 
sustenance from a ‘dubious financial system 
In January 1817 the Bank on its own 
initiative commenced partial redemption at 
the old par value I inally after some 
dithering onJu!v2 1819 an act was pass* d 
(evoking the earlier Rcstnc non Act This act 
fixed May 1 182* is the latest date lor 
lesumption of cash payments but this dale 
was antic ipated by two years and thee ur rency 
returned to a metallu basis on May I 1821 
Resumption was no U ss contiovcrsi ll than 
the suspension The Whig opposition had 
criticised the restriction and went to the 
extent ol calling the Bank a committee ot 
the government The Bank too tried to 
blackmail the government into continuing 
the restriction by threatening to stop us 
support to the government s debt manage 
ment policies However the government did 
not relent because the debt management 
policy was no longer hkclv to remain 
successful In 1818 the government had 
already had to buy stock dear ind sell cheap 
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Also, (he ratio trt the fundedtofloating debt 
had fallen so low that there remained little 
possibility of reducing the maindebt. Hence, 
the government could afford to ignore the 
threats of the Bank. 

Resumption also pleased landowners, 
because though they lost in capital values, 
they gained immensely in terms of larger 
real rents. The restoration also appeared to 
be a reassertion of old values against the 
encroachment of industry and the attendent 
social evils. The bullionists believed that a 
deflation would purge society of the worst 
kind of speculators and upstarts who had 
grown rich on easy money. It was also largely 
believed that the gold standard would make 
London the chief bullion market of the world. 
Finally, resumption was also considered as 
restoring justice. Deflation would 
‘reimburse’ creditors who had lent their 
money to their country in war time. 

The entire period from 1815 to the 1850s 
was one of persistent depression punctuated 
with occasional prosperous intervals, usually 
terminated by sharp financial crises. After 
the restoration of the metallic standard, the 
next crucial step in the evolution of the 
British financial system was the Aciot 1826, 
the major feature ot which was the 
reorganising of country credit by abolishing 
the monopoly of the Bank of England in the 
provinces, and encouraging the establishment 
of joint-stock hanks of issue. This was 
tollowcd by the Act of 1833, which made 
the Bank notes legal lender and exempted 
the Bank oi England from the purview of 
usury laws, so that the rate of discount need 
no longer be confined to a ceiling of 5 per 
cent. The 20 years, 1820-1840, witnessed 
at least two major crises - the 1825 crash 
which was a direct consequence nf the 
speculative mania fuelled by investments in 
Mexico and South America, and the crisis 
of 1836-39 which was a direct outcome of 
reckless investments in domestic enterprises. 

As a result of these and several other 
minor crises, prevailing opinion found ttsell 
divided into two schools of thought - the 
Banking Principle and the Currency 
Principle. “According to the Banking 
Principle the business of the Bank was to 
extend its transactions as much as possible, 
provided of course, that these were sound 
in character, without any feeling that it had 
a special function to perform of greater 
importance than all its other functions and 
to which those must, of necessity, be 
sacrificed. ThcCurrcncy Pnncipic embodied 
a totally different view ol the position of the 
Bank of England. The primary function of 
the Bank was not the transaction of business, 
but maintenance of a sufficient reserve on 
behalf of the nation to enable the latter to 
meet its liabilities with other countries*’ 
[Andreades 1909:273). The Bank Charter 
Act of 1844, usually regarded as a triumph 


for the Currency Principle, is a landmark 
legislation which conferred on the Bank of 
England its current organisational status and 
which had, additionally, important 
repercussions on the. contemporary world 
financial system, considering the key position 
occupied by England in the world commerce 
of that time. 

Among the major provisions of the act 
were the following: 

(i) The separation of the Bank into an Issue 
Department and a Banking Department; 

(ii) A rigid limit on the right of the Bank 
to issue notes against securities; 

(iii) A compulsion on the Bank to buy gold 
at a fixed price; and 

(iv) A strict regulation of the issue of country 
banks. 

The above account, though not exhaustive, 
should, it is hoped, serve to provide usfetul 
contextual background for evaluating the 
several arguments and counter-arguments 
which featured in the bullionist debates. 

n 

Theoretical Controversy 

The bullionist controversy derives its 
theoretical importance from the fact that it 
embodied the tirst detailed analysis of the 
relationship between currency, prices, and 
exchange rates. The bullionist point of view 
was articulated by Thornton (1802), 
Wheatley <1803), King (1804)'and Ricardo 
(1809.1810a, 1810b, 1811), not to mention 
a host of other minor works. The views of 
Ricardo and Wheatley were broadly in 
conformity with each other, and represented 
a somewhat extreme form of the bullionist 
position. Thornton’s work might be taken 
as typifying the moderate bullionist position, 
which possibly claimed the allegiance of the 
bulk of bullionist writers. Wc thusdistinguish 
on the bullionist side two positions - an 
extreme position (Ricardo-Wheatley) and a 
moderate one (Thornton ct al), though it is 
of course true that such a classification may 
constitute an exaggeration of the differences 
between the two groups. 

In the period subsequent to the Restriction 
Act. the central issue was whether (he paper 
pound was depreciated and the determination 
of a proper criterion (or depreciation. The 
bullionists asserted that a circulation in excess 
of what, under similar conditions, could 
have been maintained under a metaNic 
standard, was tantamount to an overissue of 
cunrency. Further, as the main indicator of 
excess issue, they proposed the existence of 
a premium on bullion over paper currency. 
This naturally raises the question of whether 
the relevant t>ricc is that of gold or silver. 
The bullionists opted for the former since 
England was virtually on a gold standard 
prior to 1797. silver being considerably and 
deliberately underpriced. To the extent that 


they were concerned with the ekittal stf 
the excess issue rather then its degree, ^ 
should not have mattered much, substantia v 
variations in the relative prices of the two 
metals notwithstanding. Since the butt 
also subscribed, in the main, to Hume**, 
quantity theory, they held that a relativerb#' ;* 
of prices in England vis-a-vis those abroad 
and a fall in the sterling exchanges were - 
additional evidence of depreciation. Withhl 
this broad framework, the bullionists were 
prepared to concede a number of mtcto^> 
exceptions, e g, that the'premium on gold ■ 
had to be adjusted for the risk premium, on 
smuggling gold out of England and that 
departures from mint parity to the extent^ 
the cost of shipping bullion couldbe ignored. 

Unlike the bullionists. the uMi-bulltontsts ■ 
could not lay claim to any famous partisan, *■ 
at least during the early stages of the;! 
controversy. It was only much later that* 
Tookc, carrying the slightly different banner, 
oi the Banking school, formalised many of 
the earlier arguments of the ami-bulliontaUi' 
and set them as a direct ami-thesis to the., 
views of Ricardo. In the early stages of the . 
controversy, the anti-bullionist position was 
mainly confined to defending the government . 
and the Bank of England fipm the bullionist 
attacks. The tracts of Boase (1804), 
Bosanquct ( 1810 ), and Herrics ( 1811 ) «uv ,, 
usually taken as representative of the aflfti- 
bullionist position. The main thrust of their 
argument was the denial oi a premium on 
bullion as a proof of excess currency. Some ‘ 
anti-hullionisis (e g, Boase) contended that 
a premium on gold bullion carried no special 
significance, and that the excess currency 
issue could only be proved if there was a 
premium on gold coin-a somewhat specious 
argument considering that it was illegal at ■ 
that time, to melt or export English coin. A 
far more important argument adduced by 
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the anti-bulliomsts was that under 
inconvertibility the state ol the exchanges 
and the premium on bullion would be 
governed solelv by the halavuc ot payments 
and that in a period ot heavy military 
icnnttanccs or gram imports the exchanges 
could tall substantially without necessarily 
nnpl>ing an excess issue As tar as the total 
circulation wis comemed Tooke believed 
firmly that it could never exceed the 
legitimate needs ol trade Tookc wa^ a tirm 
believer in the teal bills doctrine which 
premised that all excess issue would return 
to the Bank r itherth m kadiodtpu nation 
looke thus took a completely endogenous 
view ot the moncs supply 
It was in the total dcnul ot the tlicet ot 
torcign remittances on the exchanges that 
Ricardo and Whe itle> distinguished 
themselves Irom the niodcr iu biillionisis 
(It is ol course possible that Ricardo here 
is thinking purely in terms ol the long am 
completely ignoring the short term 
implications ol his aigurncnt ) I he moderate 
bulhomsts by contrast c onccded the ad verse 
effects that foreign remittances may have on 
the exchanges but maintained that the 
quantity ot note issue via its effects on 
commodity prices (and the trude balance) 
was likely to be the more dominant factor 
The Bullion Repoit ot 1810 w as closer in 
spirit to the viewpoints ot the moderate 
bulhomsts rather than those ol Ricardo and 
Wheatley Its general conclusion ran along 
the following lines There was an excessive 
paper cunency ot which the most 
unequivocal symptom was the very high 
pnee ot gold bullion and next to that the 
very depressed state ot the exchanges 1 he 
excess was to be attnhuted to the removal 
ot all contiol on the issues of the Bank of 
England by the suspension ot c ash pay me m 
The only true and proper remedy was 
a resumption ot cash payments IMacteod 
185*5 vol 2 pp 269 70] 

The penod following the restoration ot the 
metallic current > coincided with a prolonged 
phase of general deflation This had the 
indirect effect of cutting the ground irom 
under the feet of some of the bulhonist 
arguments Bulliontsm became somewhat 
unfashionable intellectually Ricardo alone 
among the bulhomsts stuck tu most of his 
earlier theories and blamed the consistent 
fall tn prices not on the resumption of cash 
payments but on the manner m which it had 
been managed Ric ardo had all along been 
an advocate of restoring convertibility in 
terms of gold ingots rather than in coin But 
it was generally evident that the actual 
depression in pne es far exceeded the amount 
which could be explained purely in terms 
ot such mismanagement The general feeling 
seemed to be that restoring convertibility at 
the old par had been a serious mistake 7 he 
abundant e ol advocates of depreciation (the 


so called Birmingham school 1 ) and 
inconvertibility during the period not¬ 
withstanding a serious intellectual chal¬ 
lenge to Ricardo s theorising was only to 
come with the publication ot Tookc and 
Ncwmarch s massive Htsion of Prices in 
six volumes between 1836 and 1857 
It was primarily as a historian and not as 
i theorist that Tookc challenged Ricardian 
doctrines A succinct statement of Tookc s 
position occurs in Gayer Rostow and 
Schwartz (1953 ) vol II chapter 4 The 
general inflation ol the period 1793 to 1814 
is attributed by Tookc to the following six 
factors 

(1) I he I requent occ urrcncc of seasons with 
an unfavourable character 

(2) The revolution in St Dnmimgo which 
critically affected sugar and coffee 
imports 

(3) The continental trade embargo imposed 
during the Napoleonic wars 

(4) The higher incidence of freights and 
insurance consequent upon a stale ot 
war 

(5) I he unfavourable exchanges which 
added considerably to the cost ol 
imports and 

(6) A higher rate of interest on war loans 
The period of deflation after 1814 was 

explained by most ol the above factors 
operating in reverse viz a series of good 
harvests the removal ot the continental 
blockade falling freight and insurance 
charges lower interest rates and tech 
nologital improvements 
Tookc in contrast to the bulhomsts was 
thus according centre ot stage to real rathci 
than monetary factors in the explanation of 
the price level 7 his was in keeping with his 
subscribing to the real bills doctrine of money 
supply Rostow (1978) and Lewis (1978) 
in their historical analyses of the business 
cycle have adopted a view not essentially 
dissimilar to that of Tookc As Bordo and 
Schwartz (1981) have pointed out a 
corollary ot this standpoint is a passive 
money supply and a flexible velocity of 
circulation 

The following statement may be taken 
as representative ot 7ooke s commitment 
to a passive view ot money supply (Bank 


notes] are issued tothosc who, being entitled 
to demand gold, desire to have notes in 
preference The quantity therefore is an 
effect and not a cause ot demand* (Tookc 
1836-57] Thus to Tooke, the Bank could 
not possibly have any active control on the 
stock of money m circulation which was 
determined endogenously 
Within this overall ftamewoik Tooke 
made several < onccssions to the bulhonist 
position T irst ot all, he was not an opponent 
ot the rcintroduction ot metallic currency ai 
the old par He was quite critical ot the 
adherents of the Birmingham school who 
advocated depreciation ol the sterling lor 
he fell that such a step would be inimical 
to the interests ol the working class Secondly 
he was prepared to concede a ioIc lor 
increased paper currency in inflating 
domestic prices hut maintained thit i 
depreciated exchange (via higher import 
pi lees) was the more important explanatory 
lactor His recognition ot the lust ol these 
factors sets turn apart horn the mainstre im 
anti bulhomsts who as we have seen car I iu 
were emphatic in its denial Tookc also went 
a step tu rther and even accepted t hat cxc hangc 
depreciation was olten the result ol an 
increase in the quantity ot paper monty (see 
Rist 1940] His primary differenet with 
Ricardo lay in his (7ooke s) contention that 
the rise in English puces over the period 
1797 1814 was to a largt extent the etlect 
of the depreciation ot the sterling on the 
exchanges rather than its cause as Ricardo 
was inclined to maintain 
Thus it a label is to he insisted upon for 
Tooke that ot a moderate anti bulhonist 
would be the most appropriate 
Pursuant to the discussion in the above 
paragraphs at least tour broad doc tn nal point > 
ot view may be distinguished 
(1 ) The mainstream bulhonist position which 
regarded the premium on bullion primarily 
and a tall of the sterling exchanges 
secondarily as evidence ol currency depre 
nation It was conceded that foreign 
remittances and an adverse balance ot 
payments depressed the exchanges too 
(besides inducing a premium on bullion) 
but that this effect was likely to be less 
important than that of currency overissue 


Table 2B Weak Exuolnity Tests (Cointlgratld Cases) 


Marginal 

Process 

Conditional 

Process 

Parameters 
of Interest 

LR Test 
(ECM Weights) 

LM Test 

Ain (KM) 

A In (WPI) 

Long run 

2 3736 

- 

Aln(RM) 

A In (WPI) 

Long run and 
short run 

2 3736 

1 8166 

Ain (WPI) 

Ain (RM) 

Long run 

1 2930 

- 

Aln(WPI) 

A In (RM) 

Long run and 
short run 

1 2930 

2 8972 


Nutt v (I) The LK test is described in Johansen and Juselius (1990) and is distributed as a x' (I ) 
(21 The LM test is as in Engle (1984) and also distnhute as a x" (I) 

(1) None of the statistics is significant at 5 per cent « 
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(2) A rather extreme version of the bulliomst 
position maintained by Ricardo and 
Wheatley, which explicitly ruled out the 
etfecls of remittances and the balance of 
payments on the exchanges as well as on 
the premium on bullion 
(1) A somewhat hard line anli-bulhonist 
doctrine [e g Boase 1804, Hemes 1811, 
etc], which attached primacy to the balance 
ol payments surplus or dcttcii as the 
determinant ot the premium on bullion and 
the state ol exchanges, to the virtual exclusion 
ot any role to currency issues 
(4) A moderate anli-bullionist position 
exemplified by Tooke in which both currcncy 
excesses as well as an adverse balance of 
payments, could depress the exchanges What 
set this position apart ftom that ot the 
moderate bulliomsts is the recognition that 
there may be a bi directional causality 
between the exchanges and domestic prices 
Thus depressed exchanges were not only 
symptomatic ot inflation (as w as maintained 
by all bulliomsts) hut could also be a causal 
lactor (ol inflation) - a point explicitly 
denied by Ricardo A passive money supply 
wav an important corollary ot lookc s 
viewpoint 

Ovei the years it was Ricardo s point ot 
view that has come to fie accepted as del mm vc 
knowledge I extbooks concur on the quantity 
thcoiy and the monetary determination ol 
the exchange rate B> comparison the views 
ot I ookc and his si hool have suffered! el alive 
neglect in spile ot substantial empiric ai 
evidem e in their lavour One of the reasons 
is of course the logical elegant e ot Ricardo s 
ideas However an equally important 
ingredient in then success was the tact that 
a resumption of specie payments was the 
generally favouredouu ome b> the influential 
players ol the contempoi ai> monetaiy 
system the landlords and the government 
for the landloids the lesumplion ol specie 
payment at firmed the good old world values 
against the encroachment ol industry The 
government was simply shrugging of f a now 
unnecessary ally in the form ol the Bank ol 
Fngland, once the government s debt 
management policy had icachcd a saturation 
point The general public believed that a 
resumption of specie pa>ment would make 
Fngland the » entre ot world commerce and 
the commci lal depot to the world If was 
ilso seen as a victory lor the just as the 
lenders got back what they had lent to a 
supposed!) needy nation Henceforth, the 
gold standard u as to remain unmolested the 
symbol ol British values and of British 
financial s prcmacy the financial Union 
Jac k ot bngland. for the next hundred years 

It is obvious from the above that the 
participants in the bulliomst controversy 
held extre acly varied opinions which gre 
doubtlessly difficult to club together 
Below we have attempted to classify the 


diverse views into four classes, viz, the 
extreme bulliomsts, moderate bulliomsts, 
extreme anti-bulliomvts and moderate anti- 
bulliomsts on the basis ot a few basic 
relationships 

Let C XY denote the proposition that 
'X causes Y* (the concept of causation used 
is discussed in the next section) and C x Y its 
negation, viz, X does not cause Y' 

The relationships invoked in this paper are 
based essentially on five variables, 

RM - money per unit of output (nominal 
money supply divided by real output) 
Kj pnee ol gold 

EX - gold exchange value ot the sterling 
(Pans exchange) 

WPI - wholesale price index 
TB trade balance 
A detailed discussion of the data and their 
sources is contained m Appendix I 
Ip representing the alternate doctnnal 
positions, we have found it useful to distin¬ 
guish three groups of hypotheses Each 
viewpoint would comprise a core group of 
hypotheses along with a tew subsidiary ones 
Additionally, thcie could be hypotheses to 
which the doctrine would he neutral - not 
attaching much importance to either their 
fulfilment or their rejection Our pioposed 
taxonomy now becomes as follows 


I Bulhonism {bxtnme \enion Riuudo 
and Whtatle\) 

CotC C RMW ^ LX ^TB Ml I 

^ l-XWPI 


Subsidiary C RMIX 

c c 

W KM IX KM 

Neutral 


r r C 

Pfi TB’ V PXTB’ '"'WPI HI 

c e 

WPI RM' v WHO 


II Buliiontsm (Moderate version) 

COfC C *MPO’ C *MWP! 

Subsidiary C RM£X , C wriax , C rojUl( , 

F c 

% WPI KM* ^EXWPI 

Neutral C^ TB , C TB ^ C BX C^, C WP1TB , 

r 

V "TB WPI 

HI Anti Bulhonism (Extreme version) 

Core C RMH/ C RMWpi .C TBKJI WM , 

C 

I X WPI __ __ 

Subsidiary C RMI . X , C^^, C rBEX , 

Neutral C FXRM , C WPIRM , 

IV Antt Bulhonism {Moderate version - 
Tooke) 

C ore C TBPt , C 1BhX , C TBWP |« ^tx wpi 
Subsidiary C K(RM , C EXRM , C WPIRM 
Neutral G rmpg , C RMI . X , C RMWPI , ^pgtb* 

c c c 

v FX TB ^ WPI1B’ v WPiCX 

III 

Econometric Issues 

Causal n y and Wlak ExoGiNm 

Philosophical notions of causality usually 
imbue the concept with an element of ‘force* 
or'nomic necessity' [sec, eg, Blalock 1961] 
with perhaps the least stress on this element 
occurring in Feigl's definition of causality 
as 'predictability according to a law*' [see 
Feigl 1951] The two empirically applicable 
concepts of causality proposed in economics 
are Grangei causality (Granger 1969) and 
exogenity [Engle ct al 198T] though both 
fall quite a bit short of even the weak 
requirements ot Feigl s philosophic 
definition 


Tabu *A Granc.ir Causauts Tisis (Non Coiniic,ratio Casis) 


Null Hypothesis 

C iranger Test Modified Sim s T csl 

Gewcke Test 

A In (RM) 

/-> Aln(PG) 

NR 

NR 

NK 

Aln(PG) - 

-/-»Aln(RM) 

NR 

NK 

NR 

A In (RM) 

/-* A In (LX) 

NR 

NR 

NR 

A In (TX) 

/ -* A In (RM) 

NR 

NR 

NR 

TB 

/-> Aln(PG) 

NR 

R 

R 

A In (PC) 

/-> TB 

NR 

NR 

NR 

TB 

/-> A In (EX) 

NR 

R 

NR 

A In (EX) 

/-> IB 

NR 

NK 

NR 

IB 

/-> Aln(WPI) 

R 

R 

R 

A In (WPI) 

/-> TB 

NR 

NK 

NR 

A In (LX) 

/-»A In (WPI) 

R 

NR 

K 

A In (WPI) 

/ -* Mn(FX) 

NK 

NK 

NR 

Note\ (1) X 

/ ■> Y is used (o denote the hypothesis thai X does noi Granger 

cause Y 

(2) NR and R stand for 

not rejected and 

rejected respectively 



r hli TB 

tiRAMC.I R C AUSAl in 1 LSIS (( OlNTIOHAll 1> CaSI S) 


Null Hypothi 

SIS 


Short tun 

Long run 




Granger Causality 

Granger ( ausality 

(l) A In (RM) dots notG caust A In (WPI) 

Not rejected 

Not i ejected 

(2) Aln(WPi)docsnoi G cause A In (RM) 

Rejcc ted 

Rejected 


Note The testing is done via a VAR (I) model in both cases (the lag bung taken from Table t) 
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Let R*bea vector of random variables 
on whtc^T observations are available, and 
define X as 

i 

X* » <x t .x ( )‘ (1) 

If X () represents the matrix of initial 
conditions, the Borel o field of information 
at time t is given by 



I ct the joint data density function be 
denoted by D (X^X t ,0) where 0 € Cl is a 
vector of parameters Let further x ( be 
partitioned into subvectors y ( and 7 ( of 
dimensions p x 1 and v x I respectively, 
(with p + q * n) and let X n = (Y f) , Z 0 ), 
x t ' = <Y ( ‘ Z* ) and X, = (Y |t Z,> be also 
conformally partitioned 
Definition (Weak Exogcnity) Let iy = f(0) 
represent the parameters of interest to the 
investigator, then / ( is weakly exogenous 
for y iff there exists a reparametrisahun 
X = (X,, X„) with X € a (i s 1.2) such 
that (i) y is a function of A say ¥ s ♦ (^,) 
for all X € a (where a = a, x a*) and 
(si) DU.Ix, ,, \) 

= D(y, IZ, X ,, X,) D(/, IX,,, A.,) 

Definition (Granger non-causality) y, 
docs not Granger - cause /, with res¬ 
pect to the information set X,, iff 

W/.lx,, e) = Du i lz ll .y„ e> 

Definition (Strong Exogenity) / % is 
strongly exogenous for ¥ iff (») y, docs not 
Granger cause /, and (n) /, is weakly 
exogenous foi ¥ 

1 he above discussion has restricted itself 
to describing the concepts of Granger 
causality and exogenity at the barest torma) 
level More detailed discussion can he 
recovered from fcnglc cl al (1983) Florens 
and Mouchart (1982). and Gewekc (1984) 

CoiNTLCiR AI10N 

The recently developed theory of 
cointcgration (Engle and Granger (1987) 
Johansen (1988) Johansen and Juschus 
(1990) etc) has furnished economists with 
a powerful technique lor handling long run 
relationships As shown by Davidson and 
Hall (1991) and Urbam (1992) the error 
correction model (ECM) of Hendry (1986) 
can be used to enmesh cointegration results 
with causalit) and weak exogenity 

The Johansen procedure (Johansen (1988) 
Johansen and Juselius (1990)) has come to 
establish itself as the standard procedure for 
cointcgration analysis of VAR systems The 
procedure is summarised here mainly with 
a view to establishing notation Let x t be an 
1(1) vector representing (he n senes of 


interest 1 A VAR of length p for x t would 
then be of the form 

x, = + H + £, (t = 1...T) (3) 

where the 11 | are matnees of constant 
coefficients, e, is the gaussian error term and 
T is the length of the record 

The ECM corresponding to (3) is 

A *.=,?! f . A X .J + 11 Sr + *» + e . <4) 

where A is the first difference operator and 
the expressions for the I and II arc as in 
Johansen and Juschus (1990) 

Cointegration is indicated if Rank(ll) is 
r where r < n and in this case, II may be 
factored as fl = ap' with the matrix p' 
comprising the cotntegrating vectors and a 
the corresponding ECM weights Estimation 
and hypothesis tests are available under 
restnctions on a and p as well as in the 
unrestricted case 

Johansen and Juselius (1990) suggest two 
statistics foi the determination ot r (the 
number ol cointegrating vectors) - the 
maximum eigenvalue X^ statistic, and the 
trace J, statistic Oncer has been determined 
it is further possible to test (conditional on 
the value ot r obtained) whether the linear 
trend is present or not 

PrSTABLI Imputations 

We arc now in a position to set a concrete 
interpretation on the causality concept 
introduced at the end of Section II 

Let x t - (y )t / ( ) with y, and 7 both scalar 
processes 

(i) IJ / | is weakly exogenous tot the 


coftdinoua! process ol y, and z t Granger- 
causes y |t then we will maintain that C r y ts 
valid (Note that the weak exogenity ol / 
enables valid inferences in the conditional 
process of /, as required for example m the 
Direct Granger test) 

(li) If a t is weakly exogenous and z, does 
not Granger-cause y t , we will assert the 
validity ot C f y 

(hi) It / ( is not weakly exogenous, then valid 
inferencesonGrangcr causality are precluded 
(see Chaicmza and Deadman (1992)) 

The modalities of the testing procedure 
would differ accordingly as x ( = (y ( . /) is 
cointegrated or otherwise in the non- 
cointegrated case weak exogenity ot /, should 
First be tested via an appeal to the LM 
procedure due to Engle (1984) II weak 
exogenity ol t % is indicated the Direct 
Granger lest, for example could be applied 
to test whether or not / Gi anger causes y ( 
If cointcgration prevails the situation 
becomes complicated Two cases can be dis 
linguishcd - one where the only parameter 
ot interest are the long run paiametcrs and 
the other where short tun parameters are ol 
interest as well Persisting with the notation 
introduced above, consider the case n = 2 
(which suffices for our purpose) where only 
one cointegraung vctloi can exist 11 the 
only parameters ol interest arc the long run 
parameters, then weak exogenity ol / y would 
follow it a = 0 where a - (a, a ) arc the 
ECM weights ’ In case the null hypothesis 
ol a, = 0 is not rejected Granger causality 
might be tested by rewnting O) as 


r y, 1 r* 1( iL) it, <i n 

f V “l 


f C 'l 

X = = 


•f 


/, it ,(I) n (L) 





Tabi y 4 Summary ot Ri sin is 


Doctrine 


Rejected Accepted Doubtful 


(tnr h\pothe\e\ 


1 

Bullionism (Extreme Version Ricardo 
and Wheatley) 

^ RM K 

Nil 

c 

»ll 



c 

r'KM WII 

c 





ITTB K 





mx wn 



II 

Bullionism (Moderate Vtrsion) 

All 

Nil 

— 

III 

Anti Bullionism (Extreme Version) 

Nil 

All cxtepl C TH 

c 

v ru wh 

IV 

Anti Bullionism (Moderate Version) 

Nil 

All except 

^ IB WW 


Subsidmr\ h\pothe\i\ 

I Bullionism (Extreme Version - Ricardo 
and Wheatley) 


II Bullionism (Moderate Version) 

III Anti Bullionism (Extreme Version) 

IV Ann Bullionism (Moderate Version) 


.wri km 
f*X Wpl 

C 

V 'T» MX 


K MM 
MX KM 


HI 


IB 
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where l* is the lag operator and we have 
dropped the constant for convenience of 
exposition.The hypothesis that z, does not 
Granger cause y, is not rejected it all 
coefficients in k,,(L) are jointly zero [see 
Urbatn 1992] Following Millet and Russek 
(1991 ), the Granger causality in this sense 
can be called long-run Granger causality 
If both the short-run and long-run 
parameters are ot interest, then following 
Urbain (1992) the weak cxogemty of 7 ( 
requires (i) a^O (n) o (J = cov (e u , e 1( ) * 0 
T he latter assertion can be tested via Engle’s 
LM procedure |sec Charemzu and Dcadman 
1992) It weak exogemty of / t prevails in 
this sense we can proceed to test lor “short- 
run' Granger causality as follows 
Rewrite (4) as 


AX -nX = 

i 


’Ay, 

A/ 


-op 

X' 


'.p. 

Ay, 

V 



A\ 



( 6 ) 


The tool huents in (6) may be estimated 
by OLS lthat such estimates are MLE is 
shown by Pesaran and Pesaran (1991)) The 
hypothesis that / docs not Granger cause 
y, (in the short run) is not rejected it all 
estimated tocffluents in T, (1) an. jointly 
zero 


IV 

Empirical Results 


(Table I) « now executed The bivanatc 
natureofour exercise implies that the variable 
TR (being 1(0)) should be excluded Irom the 
tests being performed 
The model employed 1 is (3) with jj not 
equal to zero Because the analysis is 
bivanatc, only one cointegrating vector, at 
most, can exist The data support the 
cointegi ation hypothesis only in the case of 
ln(RM and In(WPI), where the following 
cointegrating sector emerges 
ln(RM) = -2 0180 + I 9673 In(WPl) (7) 
The next stage ol our analysis involves 
testing lor weak exogemty and Grangci 
causality Weak exogemty is clearly e\ ide nt 
in the cointegrated cases and in all but two 
of the non-cointegrated cases (vi/ Aln(PG) 
i/c-a-m the parameters in ihe conditional 
process of TB and TB vis-a-vis the 
conditional process ot Aln< WPI)) going by 
the testimony of tables 2A and 2B The 
Granger causalit) results are displayed in 
summary fashion m 1 ablcs * A and 3B The 
overall econometric evidence seems to be 
in consonance with the following hypo 
theses ot Section II 

Non Cointeptutvd Casts 

c . c c c c 

KM N If KM KM IX tXRM 

cere c 

TBIX I X in WII1H V *XWN* V Wl 11X 

( omtegtated Lau\ 

C RMUM lshort run as well as long run) 
C wn|tM (shon nin as well as long run) 
Doubtful Infer nu i \ 


As seen in Section I the Restriction period 
extended Irom 1797 to 1821 Because the 
Paris exth mge data do not begin nil 1802 
conhmnu the examination of the hulhomst 
conlioxciss ui the Restriction period only 
would luve resulted m an excessively small 
numbet of observations However most of 
ihe issues ruistd though provoked by the 
Restrictions Act transcended the actual 
Restriction pcriou and were designed to apply 
in a more general context too We therefore 
chose as our period ot analysis the longest 
penod lot which such data wuc available 
vi/ 1802 1X38 In view ol the tact that 
several ol the tests employed here are of an 
asymptotic charactci a gcnenl health’ 
warning is definitely in ordei 

We now turn to the econometric i videncc 
Except lor the variable TB (trade b dance) 
which involves negative entries all variable* 
are analysed in logarithmic terms wuh In anc 
Ain denoting logarithmic transform and it* 
first difference respectively The results ot 
the unit root tests (augmented Ditkcv Fullei 
and Phillips Perron) clearly indicate that 
In(RM) In(PG) In(WPI) and In(EX) arc 
1(1) while TB is 1(0) (These results are not 
displayed here) 

The Johansen cointegration exercise 


The implications ot the above results foi 
the four fold taxonomy th it wc have adopted 
are summarised in Table 4 The conclusions 
following Irom that table arc quite clcai cut 
None of the coil propositions ol rhe 
bulhomsls are accepted whereas none of the 
anti-hulhontsts arc rejected (one of the c ore 
propositions m eich case does not qualify 
tor tellable inference) The pattern is 
remtorced m cac n cast tor the substdiar) 
propositions with the hulk ol those ip the 
hullu :nst case standing rejected whereas 
the rejections tor the anti hulhomst point ol 
view are lew Our cmpmcal cxciust thus 
comes out strongly in favour of the anti 
hulhomst position 

V 

Controversy in India 

Our attempt in this paper has been to 
empirically reappraise a classical tnniro 
versv by bunging to hear upon (tic data 
recent donomei nc de vc lopments m the ar cas 
otcomtegntion and causality An interesting 
fact relate* to a similar controversy that took 
place in Irdta in the beg nmng ot the present 


century India went onto a gold exchange 
standard in 1898 Under the gold exchttigd 
standard, the rupee com became inconvertible 
for internal circulation and convertible into 
gold or sterling exclusively for settlement 
of international obligations Thus, it was a 
partially convertible currency as against the 
English pound under the Restrictions Act 
which was fully non-convertible 
After the adoption ot the new standard, 
pnccs began to nsc The price rise became 
specially marked after 1905 Government ot 
India appointed the Datla Committee whit h 
presented its report in 1914 According to 
this report, the rise ot pnccs was in the main 
a result of the following real factors 

(1) Unseasonable tainlall and severe 
famines in 1896-97,1899 I900 f 1907- 
1908 

(2) Substitution of non food crops foi food 
crops 

(3) Inferiority of new lands taken for 
cultivation leading to high prices of 
agucultural produce 

(4) Inciticiem methods of cultivation 

(5) A secular dec line m the productivity of 
l he soil 

(6) I nc ease in population and improvement * 
in the average standard ot h ving leading 
to an increase in demand 

(7) Expansion ot communication and 
integration ol markets which finked 
markets in India with the world market 

t8) Improvements in the gcncial monetary 
and hanking fa* ihtics and an increase 
u ired 11 availability 

As far as (he question of the redundancy 
ot currency was concerned the report 
con, luded that the growth ot coinage was 
not incommensurate with the the needs of 
business The st met ot the repotl was 
topically anii-hulliomsis in this respect 
Indeed the official opinion claimed that 
under the gold exchange standard, there 
could never be a redundancy ot cut rent y 
Rupees when required by the tiadc are 
ordinarily supplied in hcuot gold or Council 
hills from the t urrcncy icscive or the silvei 
hi anc h ol ihe Gold Standard Rcsei vc When 
ihe amount ol rupees in ihe silvei portion 
ol the Paper Currency Reserve tails to the 
margin of safety the Government ol India 
recognise that the time is drawing neat lor 
the coinage ot new rupees And when the 
percentage ot the rupee icscivc in the 
currency to the circulation becomes very 
low coinage is coinpulsonly undertaken 
by Government' [Datla 1 1 >M] Indeed as 
L Baker the finance membei replied in 
response to G K Gokhale s suggestion that 
the rise in prices was a result of excess 
cuirency The whole ot the new coinage 
that we have undertaken during ihre penod 
has been undcitaken solely to meet the 
demands of trade Not one single lupec has 
been added to theme ulationcxc opt toe liable 
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us to meet these demands” [quoted tn Bnj 
Naratn 1984] 

Nationalist leaders like Gokhale and 
economists like Brij Narain contested this 
claim They advanced the following 
arguments 

(1) When the silver rupee became a token 
rupee melting and hoarding of the rupee 
coin stopped In the past large amounts of 
coin would be melted down into treasure it 
the rupee price ot silver rose too high Thus, 
this line ot thinking implicitly takes the 
premium on silver as an indicator ot excess 
issue 

(2) Bnj Narain (1984) also advanced a 
theoretical argument He granted the efficacy 
ot the gold exchange standard in clearing 
the excess currency via foreign remittances 
only under a high pnee elasticity ot exports 
If exports have a high price elasticity then 
an increase in the domestic price level turns 
the balance ol trade against the home country 
Foreign remittances and sales of reverse 
council bills would then reduce the volume 
ot currency It on the other hand the export 
elasticity is low (according to Bnj Narain 
such is likely to he the case tor primarily 
raw materials exporting countries) a rise in 
domestic pnccs will not lead to large scale 
remittances and hence a significant decline 
in the currency will not result Again asBrn 
Narain pointed out the balance ot tiade had 
been generally in favour ot India except 
during 1907 08 when nine crores ol rupees 
were withdrawn from circulation In the 
long run the nse ot prices would lead to 
exportation of excess currency and prices 
must tall 'but the long run may prove to 
he a very long run indeed And in the 
meantime because ot the depreciation of 
money important consequences may occur 
to various classes ot the community* [Bnj 
Narain 1984] 

(3) The Datta Committee report asserted that 
since trom 1898 to 1912 the exchange value 
of the rupee had not fallen below lsh 4d 
the nse of prices could not be due to the 
redundanty ot currency This was the 
mainstream bullionist position which 
regarded the depreciation ot exchanges as 
an indicator ot excess currency As against 
this Bti| Narain pointed out that under a 
'managed exchange there was very little, 
connection between the exchange rate and 
the volume ot currency in the short run 
Since the rupee under the gold exchange 
standard was not completely inconvertible 
but only partially convertible in the long 
run he admitted the importance ot the volume 
of currency in at feeling the ratcof exchange 
other things being equal For instance an 
expanded c urrcnc y over the long term would 
increase domestic prices turn the balance 
ot trade against the home country and hence 
put downward pressure on the managed 
exchange rate However Brij Narain doubted 


the empirical significance of this mechanism 
because "other things are never equal and 
it was never more true than in the present 
case that long penod results Jo not exist 
their universe is the abstract [Bnj Narain 
1984] 

(4) It was also claimed bv the nationalist 
economists that Datta* s estimates ot increase 
in business were on the higher side, while 
he had senously underestimated the increase 
in currency Datta s estimates of currency 
in circulation did not include the sovereign 
and small silver coins which formed the bulk 
of the circulation 

In a proposed paper, we plan to subject 
the Indian controversy to an econometric 
analysis similar to the one carried out lor 
the British bullionist controversy Here we 
contine ourselves to discussing the results 
of empirical tests applied to the English 
debate 

VI 

Conclusions 

lo put the present study in a proper 
perspective it is necessary to take stock ot 
the previous attempts purporting to have an 
empirical bearing on the controversy Owing 
to data paucity such attempts have been 
sparse (On the other hand there is no dearth 
of theoretical commentaries on the sublet 
- those of Hawtrcy (1950) and Rist (1940) 
being the most noteworthy ) The early 
attempts of Silhcrling (1923 1924) and 
Angcll (1927) which greatly favoured 
Tooke s position have been repudiated by 
Viner (1937) as misrepresentations of 
bullionism The study by Arnon (1990) spans 
the period 1792 to 1822 and vindicates 
Tooke s position but can be faulted lot 
eschewing recent sophistications in 
econometric methodology The study by 
O Grada (1989) utilises cointegralion but 
focuses on the Irish pound during 1797 
1821 The studies by Rostow (1978), Lewis 
(1978) and Bordo and Schwartz (1981) 
deserve a mention here though their concern 
is the more general controversy between the 
relative roles ot nominal and real factors in 
influencing price movements The first two 
writers adduce evidence supportive of real 
factors whereas Bordo and Schwartz (1981) 
present conclusions ot a distinct monetarist 
flavour 

The present paper departs substantially 
trom the received literature In particulai 
three major innovations need lo be stressed 
Fiistly the data span relates as closely as 
possible to the period of the bullionist 
controversy Secondly various shades of 
interpretation are distinguished among the 
protagonists in that controversy Finally a 
recourse to recent cc onometnc methodology 
possibly imbues our results with greater 
reliance and robustness 


The exercise ts certainly not without its 
limitations Of primary importance is the 
encapsulation of major doctrinal viewpoints 
in terms of testable econometric propositions 
Each doctrine had several adherents and 
since the controversy also raged ovci a 
number of years to the usual difficulty of 
reconciling the non essential differences 
among the members of the same school has 
to be added that of keeping track of the 
evolving shades of opinion within each 
writer s own work The task is certainly not 
aided by the classical style ot argumentation 
which at this distance ol time often seems 
to lapse into obscurity - a common enough 
complaint among students of economic 
thought Additionally data may not be 
available tor the referents of the original 
propositions so that proxies have to be 
resorted to 4 The available data themselves 
may not be tree ot shortcomings and the 
insufficiency ot the degrees ot ircedom has 
already been alluded to One final point of 
critic ism could be that the analysis should 
have been done separately for the two ptnods 
1797 1815 (inflation phase) and 1815 38 
(deflation phasi) Though desirable on 
theoretical grounds sue h a separate inalysis 
would have severely strained econometnc 
etiquette 

Subject to this (somewhat forbidding) list 
ol limitations the overall i one lusions ol out 
study strongly favour looke the histonan 
over Ricardo the logician (following in 
appellation due to Rist (1940)) 

Appendix A 

The vanablcs used in the study aic RM 
PG FX WPI and IB RM-norninal money 
(M) supply divided by real output (Y) I lit 
nominal monty supply M is defined as 
currency in circulation plus deposits with 
the Bank of Tngland and is taken from 
Mitchell and Deane (1958) Real output Y 
is defined as the index ot industnil pro 
duction (inclusive ot const!uclion) and 
obtained fiom Hoftmin (1955) 

PG Price of gold is taken from two souices 
viz Ainon (1990) (tor years 1802 22) and 
Tooke and Newmarch (1838 57) (tor iht 
period 1822 38) 

FX = Gold exchange value of the sterlmu 
on the Paris exchange Data on this 
variable is sourced IromTookL and 
Newmarch (1838 57) 

WPI = Wholesale price index is from 
Silhcrling (1923) 

TB = Trade balance defined as exports 
imports (net of rc exports) These 
have been obtained trom Mitchell 
and Deane (1958) 

Notes 

[The authors wish lo thank participants in a 
seminar at the Department of Economics 
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University of Bombay and members of the 
19th Century Club Bombay where earlier 
drafts of this paper were presented for helpful 
suggestions and comments The usual disclaimer 
applies | 

1 For tht definition of an 1(d) process (d a non 
negative integer) see Fngle and Granger 
(1987) 

2 The test procedure is described in Johansen 
and Justlius (1990) 

1 The test suggested by Johansen and 
Juselius (1990) p 192 wis indicative of a 
linear trend 

4 Thus the premium on gold has been proxied 
by its pnee the balance of payments by the 
balance ot trade and the Paris exchange 
quotation has to be taktn in spite of the 
Hamburg quotation being tht more relevant 
one 
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Cooper’s Contractionary Devaluation Hypothesis 

A Note 

Pronab Sen 


In recent years a number of studies have questioned the orthodox proposition that a dcsuluahon is always expansionary 
The implication of a non expansionars devaluation i s that in such t uses not only at e e ompknu man contractionan monetary 
and fiscal polu tes unnecessary* for making the devaluation stuk they may actually prose to he undesirable in the sense that 
investments even in the traded goods sec tor may get / c larded and thu sdilas the pun css of mbvtn g to a ness and more export* 
oriented economic structure Unfortunately these studies has e had virtually no tffa ton the conditionalities imposed by the 
Fund-Bank establishment and contreu tionary poliuts continue to be tout mils we suited along with somewhat less 
controvei sud exchange /on adjustments 

In a seminal iimtnbutwn Rtc hard Coopet first pointed out that a de\ aluanon ft <mi an initial position of defie it ts likely to 
be contractionary simply as at onsequence of the initial trade disequilibrium and no other precondition is nice ssary 
Unfortunately though Cooper \ trade balanu effect has been incorporated in a nutnbu of pedagogic models of 
stabilisation it has not been subjected to c ritual appumal The purpose of this pupe r is to demonstrate tn a simple macro 
economic model that although Coope r s hypothesis s v a I id insofar as the postulate J < ontruc tionary outcome is i one i rned, 
neither his theorc tical arguments nor his i mptrit al as s*■ s snu nts arc e ntire ly correct An atte nipt is also made to de rive the 
necessary conditions under which the ttadc ha lath t ff ct may reasonably bt c spec ted to occur so that tin u conditions 


are not excludedfiom polu y modi Is b 

1 

Introduction 

THE past decade has been characterised by 
a laige numbei ot developing countries 
running into serious balance ol piymcnts 
crisis and being foiled o turn to the 
Internation d Monetary Fund I Ml > and the 
World Bank toi succour the issistiiit* 
Irom these multilaleial die agencies hjs 
almost always been made contingent upon 
the borrowing country implementing ceil lin 
policy measures or conditionilities 
Although in theoiy these tonuinon times 
are supposed to be tailor made lor the spa ilk. 
circumstances ot each country the re are a 
tew conditions which have featured iru vt ry 
cast without ext eption The most pronitnenl 
among these is the requirement fh it th 
borrowing country must undert iki 1 mixi 
devaluation in order to eorric thv pu sunn d 
tundamental over*valuation ot u c urn nc y 
Asacomplementar\ step innrdu lomake 
the devaluation stick it is ilso icquired 
that the country implement u rtam ioiiu.il 
tionary monetaiy and list il me isurts Hu 
underlying logit lor this addu 1 icquuemcnl 
is based on the fundamental tncorciu il 
premise that a suclcssJu! tl valuation is 
always expansionary jnd this expansion uy 
tendency il allowed to go unchecked v ill 
inevitably etodc the initial positive cllcci ol 
the devaluation Thus the eontraction. r> 
policies ire meant to contain dome lie ml ta 
tionary lendencits so that suI he tent time is 
available lor invcstible resources to llow 
into the traded goods sectors m response 
lo the devaluation induced impiovcrncni 11 
the relative price ol traded to non iradcu 
goods 


a priori assumptions 

In rect nt yv ars a number ol studies have 
questioned this orlhodc x proposition that a 
dev llu it ion is il ways expansionary The 
implication ot i non expansionary devalu \ 
non is that in uch e tses not only aie com 
ptemcnnrv vomractionary montlity and 
h w if polieus unmeessarv (01 making the 
do tfuaiior sink they may actually prow 
to bt undesirable m the sen e that investments 
evvti in the u uled goods set tens mav get 
i ctai dco and 11 ms delay t he proe ess of mo v ing 
to anew md mine tAport onented econo mu 
structuie Unfoiiunately these studies hau 
had virtually no cl lea on th< eondi 
lionalmts imposed by the Fund/Bank 
establishment and tonliactionary polities 
continue tn he routtmly pu scribed ilonp 
with he stun vi hat les eonlioversi il cx 
change rite jdju 'menis rhe net result h is 
bun that mm\ countries have probablv 
gone through i much moie puntul stthihs 
ationexpeiieu c than was strictly neussiry ' 

One 1 1 tit k isons perhaps wny thest 
contiaiv n suit have not been taken cogm 
s inee of by Mu 1 und/Bank policy advisers 
is ih it most ot tin se result are ba ed oil the 
ixiMuict ol hsM'ihulnml ttiuts of one 
Find or inotha in models i (insisting o f 
1 $. nts with vuy dilfercnt consumption 

* ings prope lsitics 4 I his r uses two prob 
le m in aeu pt nice ol ihc n suits h\ the IMF 
in pa licuhr First these rtdismbuli e 
effects lie not ntril in the sense th u lhe.ii 
cxistcnu in i ntgnitudc will virv Irom 
country U country Conscqicntlv d thLV 
arc to be taker into account thev must fir i 
be empirically somite cl and then i peuiu 
model expliutlv uieoipoi Jtmgthc partieul ir 
distnbutivc ehinnels his to be devised km 
each country Despite the professed I'nnri 


by the IMF that die conditionalities are 
(allot made lor each country in uluatfoct 
the s im? ba ic model is applied to all couvt- 
tnc s with v iriations only in the parameters 
Second the IMF has explicitly taken the 
position tint income distribution issues dty 
not I ill within its charter andlherefoictheie 
is no na d ten it to take redistributive effects 1 
imoconsidtr ition 1 he tact that distributional* 
changes m iv h ivc inac ro economic effects^ 
whic h do fall under the IMF charter appears! 
to iuve eluded it 

there is howevtr one source ol eoti- 
UjUioniry devaluition which is totally 
gener i in that it will invariably hold true 
tor c v< ly country undertaking tdev dilution 

die c xistence ol in initial balance ol trade^ 
dctuit li a seminal eontiibuuon Kichaid 
Coopu lust pointed out that a devaluation, 
tr >m tn miti il position of deficit is likely, 
to be c onrrjt nonary simply as a consequence 
ol die initial trade disequilibrium and no 
other pre condition is ntcessaty f T his is an 
import int charge which il true demands that 
the IMI recast rts general model appropri¬ 
ately to incorpoi itt the tiadc bal mcc 
c lleei It is also important tor national 
governments in determining their response 
to the trade disequilibrium and the IMF 
conditionaliMes 

l nlortunatcly although Coopet s trade 
b if line etleel has been incorporated tn <j 
number of pedagogic mode Is ol stabilisation, 
it has not bee n subjected to critical appraisal 
uihti by us proponents or its detractors* 
This is a majoi lacuna mdc cd Cooper * 
hypothesis is orobably one ol iht most iiim[ 
portant uunt contributions to stabilisation? 
theory ind deserves a much closer sc rutin) 
than has been aetended to tt so tar Indeed 


Economic and Political Weekly July h 1M% 


PF 7*< 



unless the existence of this effect and the 
parametric conditions under which it may 
be expected to operate are settled beyond 
any reasonable doubt, the IMF is unlikely 
to take it on board and modify the "con- 
ditionalities' as and when required. 

The purpose of this note is to demonstrate 
in a simple macro-economic model that 
although Cooper* s hypothesis is valid insofar 
as the postulated contractionary outcome is 
concerned, neither his theoretical arguments 
nor his empincal assessments are entirely 
correct. An attempt is also made to derive 
the necessary conditions under which the 
‘trade balance effect* may reasonably be 
expected to occur, so that these conditions 
are not excluded from policy models by a 
priori assumptions. 

II 

Cooper’s Hypothesis 

Cooper’s demonstration of the 'trade 
I balance effect* begins with the well known 
observation thatadevaluation from a position 
of deficit may cause the balance of trade to 
deteriorate even further when measured in 
domestic currency, even when it improves 
in foreign currency terms. 1 ' Such an outcome 
obtains when the trade balance in foreign 
currency remains in deficit following a 
devaluation. This observation is then applied 
to the basic income identity expressing the 
level of national income (Y) as a sum of 
domestic absorption (E) and the trade surplus 
(D), all expressed in the domestic currency: 

Y = E + D (1) 

It follows from (I) that AY will have the 
same sign as (AE + AD). Since from the 
Hirschman argument AD may be negative, 
Cooper concludes that: "domestic output 
, will fall if AE + AD is negative".* 

In his empirical analysis Cooper recognises 
that nominal national income may change 
for a number of reasons other than just the 
effects of the devaluation. Therefore, he 
instead concentrates on the change in the 
post-devaluation domestic currency denomi¬ 
nated value of the trade balance (AD) as the 
proximate indicator of a likely contractionary 
outcome. 1 " Thus, it is clear that at the very 
least he believes that the parametric con¬ 
ditions which are sufficient for the trade 
balance to deteriorate in domestic currency 
terms following a devaluation are also 
necessary for contraction. This is the first 
serious problem with Cooper’s hypothesis 
as it is stated and applied. Since the 
Hirschman effect occurs only when the trade 
balance measured in foreign currency terms 
stays in deficit post-devaluation, it does not 
provide any ex ante basis for judging the 
likelihood of a contractionary devaluation 
for a given country. 

A second, and related, problem is that 
| theoretically the possibility always exists 


that although a small devaluation may be 
contractionary since it may not total ly correct 
the trade imbalance, a large enough devalu¬ 
ation will in fact turn out to he expan¬ 
sionary. 1 * This is clearly countcr-intuitivc. 
It also provides a rationale for the IMF to 
ignore the effect by insisting that the 'maxi* 
devaluations advocated in the 'conditiona¬ 
lities* are largeenough to get over the possible 
contractionary outcome, if at all it exists. 

The third serious problem with Cooper’s 
presentation of his hypothesis is that it is not 
derived from a well articulated rigorous 
model, and relies almost exclusively on 
accounting identities. This leaves the 
hypothesis open to criticisms and counter¬ 
examples which may be based on entirely 
inappropriate paradigms. In one of the few 
direct criticisms of Cooper’s hypothesis, 
Egon Sohmen writes: 

... this reasoning is invalid since it identifies 
changes in nominal values of aggregate 
demand with changes in physical output and 
employment. Whatever the magnitude of 
trade elasticities may be. and irrespective of 
the sign of the nominal change in the trade 
balance, either in terms of foreign or domestic 
currency, the physical quantity of exported 
goods will tend to rise (in the limit, remain 
unchanged) while the physical quantity of 
imported goods will fall whenever a country 
devalues its currency. The only theoretical 
conceivable exception to this statement is 
the occurrence of Giffen’s paradox for 
exports or imports. 12 

Although Sohmen’s criticism is not en¬ 
tirely correct, as shall be demonstrated later 
in this paper, it does point to a serious Haw 
in Cooper's presentation. It is evident from 
an examination of the above quote that 
Sohmen is implicitly considering an eco¬ 
nomy in which all goods are internationally 
traded in such a case his conclusion is 
entirely correct. However, in any model 
with non-traded goods, he is completely 
wrong in that contraction can occur without 
the existence of Giffen goods or any other 
form of perverse consumption behaviour.' 1 
Therefore, the lack of the basic assumptions 
underlyingthestructureoftheimplicit model 
considered by Cooper while formulating his 
hypothesis has led to confusion and hence 
probably to disregard of his results. 

In order to make a proper evaluation of 
Cooper’s theory, therefore, the model that 
is used should admit its existence to be, if 
not reasonable, at least not totally impossible. 
Such a model is developed in the next section. 

Ill 

The Model 

As has already been noted, a 'small' 
country with only traded goods can never 
display the ‘trade balance effect*. Moreover, 
a 'large* country assumption seems ex¬ 
traneous to the argument (although Cooper 


does employ ft to his paper), since the 'terms 
of trade effect* which arise in such models 
are in any case well known and will operate 
even without an initial trade deficit. On the 
other hand, the inclusion of the 'terms of 
trade effect* will only tend to obscure the 
‘trade balance effect* without materially 
adding to understanding. Thus, a minimum 
reasonable model structure would have to 
be a 'small* country with non-traded goods. 

Consider then a small open economy which 
produces two goods - an export (X) and a 
non-traded home-good (H); and which con¬ 
sumes the home-good and an import (M). 
It is assumed that there is unemployment in 
the economy, so that domestic factors are 
available at fixed nominal prices. The 
production of the home-good is assumed to 
be unconstrained by capacity, so that its 
supply exhibits constant returns to scale in 
the neighbourhood of the initial equilibrium. 
On the other hand, for expository con¬ 
venience it is assumed that the supply of X 
is fixed in the period under consideration: 14 
X = X (2) 

With fixed nominal factor prices and 
constant returns to scale, the supply of H 
is infinitely elastic at a constant domestic 
currency price. Therelore, the output of H 
is determined by the level of aggregate 
demand, which consists of consumption (HC) 
and investment (HI): 

H = HC ♦ HI (3) 

By appropriate normalisation all prices, 
including the exchange rate, are initially set 
at unity, so that the exchange rale (c) repie- 
senls the relative price between the tradeables 
and the home-good, which is treated as the 
numeraire. Thus, the national income in 
nominal terms (Y) can be written as: 

Y = e.X + H (4) 

The desired level of aggregate con¬ 
sumption expenditure (C) is assumed to 
depend only on the level of nominal national 
income (Y): 1 ' 

C - C(Y): 0 < C* < I and C" < 0 (5) 
Consumption demand for the home-good 
(HC) is speci tied as a standard, well-behaved 
demand lunction depending upon the 
aggregate desired nominal consumption 
expenditure (C) and the relati ve price between 
the home-good and the import (e): 

HC = F(C, c) (6) 

where: 

FI = dF/dC > 0 
F2 = dF/de > 0 

The consumption demand for the import 
(MC) is therefore the residual between the 
total consumption expenditure and the 
demand for the home-good, 
e. MC = C - HC (7) 

Finally, investments are assumed to be 
made using both H and M in fixed pro¬ 
portions. While it would no doubt be easy 
enough to introduce variable proportions. 
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this specification lends an added insight (as 
will be demonstrated later), without detrac¬ 
ting from the validity of the general results “ 
in typical Keynesian fashion it is assumed 
that real investment demand is fixed over 
the concerned period Thus it is possible to 
specify the following investment demand 
tor H and_M 

I = T = HI + e Ml (8) 

This completes the structure ot the model 
It may be noted that monetary factors have 
not been explicitly introduced which may 
appear somewhat peculiar in a model which 
purports to deal with monetary variables 
such as the exchange rate and nominal 
national income In partial justification it 
may be pointed out that the natural way to 
introduce money in such models is through 
a demand lor money function By doing so 
an additional contractionary effect will gel 
introduced by the real balance effect which 
would unnecessarily divert attention from 
the focus of this analysis 

IV 

A Critique of Cooper’s Hypothesis 


The model specified in the previous section 
can be used to woik through the argument 
offered by C ooper in his statement of the 
trade balance effect in order to assess its 
validity Consider first the iclationship 
between the trad* deficit measuied in 
domestic currency terms and the level of 
nominil nation il income The trade deficit 
(D) can be specified as 
D = t (M< + Ml - X) (9) 

Using equation (9) along with equations 
(4) (5) and (7) the following relation can 
be derived 


dy 1 

dc ~ (I - C ) 



00 ) 


which gives the first basic result 
Rtsult I dD/de *> 0 is necessary hut not 
sufficient for dY/dt <" 0 
This accord* reasonably well with 
Cooper s presentation Consider now the 
relation between the change in nominal 
income and change in real output In the 
above model since the output of X has been 
taken to be fixed all changes m real output 
is captured by the production of the home 
good (H) Ihus the desired relation can be 
obtained trom equation (41 



dc de 


whic h gives the second observation 
Result 2 dY/dt < 0 is suffuuni but no 
necessarily for dH/de < 0 
This too is in consonance with Cooper s 
proposition in that if the nominal national 
income decreases as a result of a devaluation 
real output must tall The problem really 
arises when the link between the trade balance 


and real output is obtained by using equations 
(10) and (II) 


dH 1 

*~(7-C> 


_ - dDl 

MI - (l-C').X- 

dc 


( 12 ) 


which yields the third and most important 
result 

Result 3 dD/de > O is neither necessary 
nor sufficient for dH/de < O 

Hie above three results demonstrate clearl y 
the problem with Cooper s proposition His 
causal chain whic h runs trom a deterioration 
ol the trade balance to a reduction in nominal 
incomes to contraction of real output simply 
docs not stand up to scrutiny While u is 
undoubtedly tiue that if the trade balance 
does deteriorate and leads to a reduction in 
the nominal incomes then real output will 
contract it is an extreme case and is 
unnecessarily restrictive Contraction of real 
output in the sense ol (dH/de < 0) may occur 
even if (dY/de > 0) or (dD/de < 0) Thus 
a large enough devaluation may not neces 
sanly overcome this contiactionary pos 
sibil i ty 

Secondly it should be noted that a relation 
ship like equation (12) had no connotation 
ot causality One could easily tewnle it in 
such a way that dD/de is made a function 
of dH/de This should be obvious on 
reflection since the post devaluation position 
of the trade balance is as much an outcome 
of the adjustment process as the level ot real 
output Both essentially depend upon the 
same two factors 

(a) the desired level ot nominal expenditure 
(or absorption) and 

(b) the allocation of desired expenditure 
between traded and home goods 

In no way can one he construed as a causal 
factor in determining the other At best they 
can be concurrent outcomes 


V 

Trade Balance Effect Re-established 

Since the contractionary impact of a 
devaluation in the presence of an initial trade 
deficit as argued by Cooper operates through 
the post devaluation position ol the trade 
balance the above results seem to stiongly 
suggest that the trade balance effect docs 
not hold C onl action may occur but it 
apparently hav nothing to do with the 
existence of an initial detieil This how 
ever is not co reit While Cooper s causa 
tive process miy be contested m this paper 
it shall be shown that a devaluation can 
lead to a contraction under reasonable 
economic conditions and that this effec t 
can occur only if an initial trade deticit 
exists This is the true essence of Cooper s 
hypothesis 

As has been mentioned the effects of a 
dcvaluaticn depend crucially upon the 
specification ot the absorption function 


its response to changes jn the price level* 
relative prices and incomes, and the restrict 
tions placed on it by the presence ot an initial 
trade deficit In the model, the relevant 
equations are (5) and (6) Using these, along 
with the test ot the model the effects ot a 
devaluation on real output can be derived 

f=O^Fi)- IXC - FltRI<13 ' 

If both H and M arc normal in consumption, 
then necessarily 0 < FI < 1 In addition, 
since the marginal propensity to consume 
C < I the basic condition required tor a 
< ontractionary devaluation may be stated as 
follows 

Result 4 dH/de < 0 only if h2 < 0 
Hus result demonstrates quite conclusively 
that Sohmen s criticism of Cooper s hypo¬ 
thesis is not valid Giften s paradox is not 
requited tor a contractionary devaluation 
The necessary condition tor contraction is 
that the home good and the traded goods be 
gross complements in consumption 17 This 
i s by no means an unreasonable or unrealistic 
condition Indeed it can be expet ted to hold 
for a numbei of countries 
The next step m validating the existence 
of the trade balance effect is to show that 
contraction cannot plausibly occur if trade 
is initially not in deficit In order to do this, 
consider the Slutsky decomposition 61 the 
relative price effect on the consumption of 
the home good 

F2 - F2* C H MC (14) 

where F2*= compensated cross pneeeffect 
in the consumption demand for H 
Substituting equation (14) inequation (13) 
yields the final expression for the effect ot 
an exchange rate change on the real output 
of the ec inotny 

dH 1 

— =-|F2*+<X-MO.C FI) (15) 

de (l-C .FI) 

In a two good world the two goods must 
necessarily be Hie ks Allen substitutes, which 
means 1 2* > 0 Therefore trom equation 
(1^) it can be stated 

Rt suit 5 dH/dc < 0 only if(X - MC) < 0 
This is the c ntical result since it indicates 
that in a model without perverse consump¬ 
tion behaviour or terms of tiade effects an 
assumption ot an initial trade balance will 
always yield a non contractionary outcome 
ol a devaluation U is only when the initial 
trade deficit is explicitly introduced that the 
possibility of contraction arises However, 
even this finding needs to be qualified It 
may be noted from equation (9) that 
Result 6 {X - MC) < 0 implies that 
(D-e MI) > 0 

Results 5 and 6 taken together imply that 
a devaluation can lead to a contraction only 
if imports net ot the autonomous com 
ponents ot import demand exceed exports 
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initially The term 'autonomous* is used m 
the specific sense that it is import demand 
which is not directly atlected by changes in 
either the relative 01 the absolute price ol 
imports nor bv the level of real incomes in 
the short-run Typically this category ol 
imports will contain items of investment and 
government consumption particularly when 
such goods are covered by long-term import 
contracts iN For a correct evaluation ol the 
possibility ol a trade balance ellect occur¬ 
ring it is necessaiy to exclude such items 
in judging whether or not an initial trade 
deficit can be said to exist I ailure to do so 
and taking into consideration the lull trade 
deficit may lead to an nnpiopei assessment 
of the probability ol contraction 

VI 

Conclusions 

The objectives of this note were lo critically 
examine C ooper s hypothesis regarding the 
possibility of a contractionary devaluation 
in the presence of an initial trade delicti the 
conditions undei which it may be expected 
to hold and the reasons why it his not 
aflec ted established thinking on the lUbjcct 
It has been shown that the trade balance 
effect is valid although Cooper s emphasis 
on the causal role ot the post devaluation 
deterioration ol the trade balance is mis 
placed The conditions undti which this 
effect can occur may be summarised as 
follows 

(a) I he initial trade balance should be 
negative not only when measured in letins 
of total imports but also when the auto 
nomous components ot import demand arc 
netted out 

(b) 1 raded and non traded goods should be 
gross complements in dtmand 

Both these conditions contribute to 
explaining why the trade balance effect has 
not been accorded the recognition u rightly 
deserves both in the icadcmii and policy 
making cutlcs Oddly enough almost all 
formal models used m stabilisuion theory 
are based on an initial b danced liade 
equilibrium despite the obvious unrealism 
of the assumption Moreover all ol these 
models impose gross substitutability on 
demand behaviour toi stability reasons In 
actual lact however in almost all casts 
gross substitutability is a \ujfu tent condition 
lor stability but not a nee essary one Thus 
its unquestioned assumption is unnec essarily 
restrictive and biases the results in lavout 
ol an expinsionary devaluation This sug 
gests (hat any model which is designed to 
address stabilisation issues must explicitly 
embody (he initial uade deficit and no 
a prion restrict ions should be placed on the 
behavioural parameters 

'I he results presented in this paper further 
suggest th it it is possible to have an ex ante 


empirical assessment of the likelihood of a 
contractionary devaluation without too much 
effort For this it is only necessary that an 
econometric estimate of the import demand 
function of the concerned country should be 
undertaken This will yield not only the 
cross-pnce elasticity ot import demand but 
also an estimate of its 'autonomous' com¬ 
ponent li is submitted that in (he case of 
dinost all developing countries theesttmates 
will show strong gross complementarity 
between imports and home-goods simply 
because in most ot these countries imports 
entec consumption not in the form of finished 
goods but as intermediates It is well known 
that inputs are almost always gross com 
plemenis 1 

I he policy implications of these findings 
are more or less sinul ir to those of Cooper 
and the later neo-structuralists in that 'maxi 
deviations do not always need to be 
accompanied by contractionary fiscal and 
monetary policies and sometimes a mild 
expansionary stance may be desirable m 
order to prevent real contraction and un 
employment and to ensure that investments 
are not adversely aftected This is in stark 
contrast lo iheorthodox prescriptions whit h 
predicate the success ot a devaluation on the 
implementation of complementary contrac 
tionarv measures 

On the other hand national governments 
should note that since the trade balance 
cl feet will usually occur only when the 
t mports of consumption related goods exceed 
exports stabilisation programmes need to 
be implemented fditly early - at least before 
the country starts to borrow tor financing 
t urrent consumption - in order to avoid any 
major disruption 

Notes 

[This paper is dedicated to the memory of Bela 
Balassa who was the author s PhD supervisor 
and who despite his ideological differences 
encouraged the author to pursue heterodox 
appioochcs The paper reflects the personal views 
ot the author and not ihose of tht organisation 
lo which he belongs j 

1 The erosion of the relative price effects of a 
devaluation is inevitable in any model which 
his symmetric homogeneous behavioural 
functions and where the initial equilibrium 
is stable 

2 Although this view has a fairly long history 
beginning with Diaz Alejandro (196*1) it has 
come into its ou n only in the late 1970s For 
a cross sc cimn of the literature see for example 
Krugnun and Taylor (I978) Ahluwalia and 
Lysy (1981) Sen (1982) and Taylor (1981) 

1 Tothc best of our knowledge the only rigorous 
empirical demonstrations of the contractionary 
phenomenon are in Diaz Alejandro (1966) 
for Argentina and Sen (1986) for India 
However there is a strong possibility tliat it 
has occurred elsewhere as welt 

4 Some of the redistributions discussed in the 


literature are between (a) Profits and Wages, 
(b) Government and Households, and to 
Industry and Agriculture 

5 Since non-project support by the World Bank 
through the 'structural adjustment loan (SAL) 
is contingent upon the country already having 
an arrangement with the IMF (he latter 
becomes the critical institution as far as balance 
of payments issues are concerned 

6 Cooper (1971a) 

7 The term trade balance effect is used to refer 
to the proposition that a contractionary 
devaluation may occur as a result of an initial 
trade balance deficit as opposed to the 
distributional effects terms of trade effects 
and perverse consumption responses all ol 
which may also lead to contraction but which 
are country specific in nature 

8 First pointed out by Hirschmanf 1949) lurthei 
references are given in Cooper (1971a) 

9 Cooper (1971a) op cit p 158 

10 See Cooper (1971a) (1971b) and (1971) 

11 The common and not unjustified presumption 
is that the balance of payments effect of a 
devaluation will be positively related lo th* 
si/i of the devaluation 

12 Sohmcn (1974) p SW 

11 A commonly accepted and non controversial 
source of contraction occurs in 1 1 ge-economy 
models with non traded goods when a 
devaluations givts rise to adverse terms of 
trade position In the absence of the Laurscn 
Met/lcr effect the economy is quite likely 
to contract if the Marsh ill Leirt r or Lht 
Robinson Metzler Bickerdike conditions arc 
not satisfied But this effect would operate 
regardless of whether an initial trade deficit 
exists or not 

14 An elastic supply of X will introduce an 
additional additive expinsionaiy term The 
advantage ot this specification is that it allow s 
the responsiveness of the trade balance 
{Cooper 1971a '160) to be expressed entirely 
in terms ol consumption reallocations It 
should however be constantly borne in mind 
that because of this assumption the conditions 
derived lor contraction are only necess try 
conditions and sufficiency would require 
grcaiu sinngenty 

15 Since the results are ubdoubiedly veiy sensitive 
to (lie specification of the aggregate eon 
sumption function this particular specification 
has been selected in order to bias the results 
as much as possible against the occurrence 
of the trade balance effect Readers may 
satisfy themselves that any specification which 
uses a price index involving the prices of the 
home good and tht import to derive the real 
national income will always tend to give a 
stronger contractionary effect for a dc\a 
luation To tms extent at least this formulation 
mitigates the bias arising out of the fixed 
export assumption 

16 In the ease of investments the inclusion of 
the exchange rate involves two effects (a) an 
expansionary relative price effect and (b) a 
contractionary absolute price effect The net 
outcome is not obvious More importantly 
since m such models expectations are captured 
almost entirely by the investment demand 
function explicit introduction of e in the 
investment function will necessarily involve 
a much more complex modelling which is 
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beyond the scope of flu* pap* headers ore 
invited to introduce move complicated 
investment functions and rc-nin the model in 
order to examine the validity of the results 
under different assumptions 

17 The role of gross substitutability/comple- 
mentanty in exchange rate theory has also 
been noted in Hahn (1919) and Kyle (1976) 
in different contexts 

18 Whether imported capital goods should be 
treated as ‘autonomous 1 or not depends upon 
the nature of the investment demand function 
See note 16 in this regard 

19 See Sen (1982) 
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Challenging Mainline Economics 

Contributions of Kenneth Boulding 

Pradeep Banerjee 

Economics is yet to discover a methodology that is appropriate to its subjet t matter The equilibrium models of mainstream 
economics can be applied to static states and c iosed systems , but the real world is dynamic and open The work of Kenneth 
Boulding , particularly his preference Jor an evolutionary model of the economy , can contribute much to the search for an 
alternative perspective 


THE beginnings of modern economics arc 
normally traced to the writings ot two Scots 
ofthc 18th century David Hume (1711-76) 
and Adam Smith (1723-90), however, were 
not regarded as economists but philosophers 
David Hume’s Political Discourses con¬ 
tained, among others, nine essays on matters 
economic These essays covered areas that 
included the subjects ot money, public 
finance, taxation balance ot trade and 
population [Skinner 1992 2181 Smith’s An 
Inquiry mto the Natuie and Causes of the 
Wealth of Nations is as well known as his 
Theory of Moral Sentiments [Brown 1988J 
Economics only gradually emerged from 
philosophy and came to be recognised as a 
distinct areaot enquiry at a later date towards 
the beginning ot the I9thccntuiy In a sense, 
the origin ot this field ot study predates the 
beginnings ot even chemistry Unlike 
chemistry, a physical science, the science’ 
ot economics has adhcients who mutually 
ditter tn then peispectivcs This is a tai uy 
from the time when Smith who while 
working on the principles ot philosophical 
enquiries commented on the fledgling sc icnce 
of chemistry, governed as it was then by the 
rules ot alchemy asanaicathc connecting 
principles*’ ot which arc such as the 
geneiality ol mankind know nothing about 
have rarely seen, and have never been 
acquainted with 1 

The reteicnce U> chcmisliy, a physical 
science, is* intended Chemistry and eco 
nomics are two distinct fields ot study the 
issue that we want to considei is whether 
the methodology that they adopt need be the 
same In terms ot taxonomy lor instance 
do they need to adopt si mi lar methodologies, 
oi are there cleai differences h 'ween them 
which ment independent categonsaiion * It 
was John Stuart Mill (1806-1873) who in 
his A Ssstem of Logic Rattot matin and 
Inductive (1843) hi ought in the element ot 
causality to explain why a particular event 
did occur Mill elaborated that, ’an individual 
fac t is said to be explained by pointing out 
Us cause that is by stating the law or laws 
ot causation ot which its production is an 
instance’ [Torrance 1991 22] This causal 
law theoiy ot explanation has since been 
internalised and with considerable success, 
in rest arch piogrammes enqumng into 
physical tcalms It is the utilisation ot this 


mode of explanation in areas that economists 
demarcate tor their study that causes 
problems Further, this problem is not a 
superficial one that can be easily explained 
away It refers to the intrinsic qualities ot 
the methodology in use because a primary 
concern ot mi«' Joiog> is what comprises 
an authentic explanation 1 he explanations 
provided by economics, or toi that matter 
othci social sciences as well do not for 
instance, appear to involve causal laws ot 
the kind referred to above which are so 
extensively used in the physical sciences 
Economics and other social sciences are 
pnmanly engaged in studying human actions 
and their intended and unintended conse¬ 
quences toi society The observations ot 
Torrance on ncocl \ssical economics in this 
context are illusttalive 

In neoclassical economics toi instance 
an explanation usually functions in the 
following fashion Fust wc discover what 
bundle of piefcienccs is held by agenis acting 
withm an institution i! tianicwork (which 
involves vjiious types ol constraint m 
eluding oppoi(unity costs attached to all 
choices concerning attcinative courses of 
action) Second the agents aic assumed to 
be i ahonal in the sense that they will puisuc 
their pieteircd objectives in tecognilion ol 
the oppoitunity costs entailed and then 
finally the social consequences an sought 
when ditlcicnt gioups ot igcnls attempt at 
the same time to realise then lespective 
goals [Tonancc 1991 22 211 

This neoclassical explanation of human 
actions and then social consequences is 
distinct from that which would be based on 
the pienuscs of the causal law cited cailier 
Torrance continues 

This tyjieof explanatory structmc in no way 
gatheis its force by appeal to law governed 
events ralhci it relies on the quite diIfetem 
framework ol discovering human intcn 
mmalily and the meaning!ulness ol actions 
In tact the concepts ol action’ aim 
purpose rationality , etc arc not notions 
that have a place in science which studies 
events ot the sort which occ in according to 
causal laws Incontrast the concepts typically 
used m a social explanation cntuil the ideas 
ol choice, decision and acting on leasonablc 
grounds und these ideas belong to a realm 
of concepts on which the sciences (hat do 
examine law deternu ed events are utterly 
silent (1991 2)) 


Torrance's observations on the explana 
lory structure adopted in neoclassical 
economics, the dominant school ot eco¬ 
nomics, are instructive, lor they bnng out 
the problems ot methodology that are 
faced by the practitioners ot economics 
The lure ot adopting the methodology ot 
the physical sciences has been strong 
Given the very nature ot the univeisc 
wherein events are in the itnal analysis 
physical or chemical, it is only normal to 
presume that an authentic explanation is 
not offered unless events are presented tn 
terms of basic causal laws As a conse¬ 
quence there is a continual barrage ot 
metaphysical views Contiguous with this 
concern with causality and in terms similar 
to the physical sciences has been the con 
cern with predictability Events being 
studied in physics and chemistry have the 
attribute particularly in view ol stable 
parameters of predictability This aspect of 
economics has been very strongly empha 
stsed by Milton Friedman Friedman's 
proposal that the only lelcvanl test ot die 
validity ol a hypothesis comparison ol 
its jiicdiction with expetieiue in his 
paper ’The Methodology of Positive Eco 
nomics in M Fncdman (cd) fssass in 
Po\iii\ i l c onoinic \ University of Chicago 
Press Chicago, pp 3-43 initiated a pro 
longed debate on whether economics is a 
positive oi a normative science Fconomits 
is positive , proposed Friedman, if it is 
possible to make predictions 
rhere are several reasons to evaluate this 
proposal Friedman’s view that a hypothesis 
is as good as us ability to predict is akin to 
the instrumentalist conception ol science 
Accotdmg to this view oncol the main aims 
ol science is to “produce results that enable 
the social and physical worlds to be 
manipulated and controlled to scivc certain 
human goals**[Turrunte 1991 25-26) Ii is 
this instrumentalism which leads to the 
emphasis on the ability to make picdictions 
Friedman coniines the attribute part ot the 
hypothesis to the predictions part alone the 
assumptions ot the hypothesis are not 
considered meaningful It follows that 
'hypotheses have not only ’implications 
but also assumptions and the conformity 
ot these assumptions to reality is a test 
ol the validity ol the hypothesis different 
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this widely held view Is ftmdamefflalJy 
wrong end productive of much mischief 1 
[quoted in Torrance 199 i :26]. While h may 
be legitimate to consider science of primary 
value when its theories perform well as 
prediction generators, it is indeed a 
shortcoming not to evaluate the assumptions 
which make up a theory. If some of the 
premises on which the theory are built are 
fatse, it is only logical that the conclusions 
derived from such predictions would 
sometime or the other turn outto beincorrect. 
As Torrance points out, “a theory constructed 
along the lines permitted by instrumentalist 
methodology and which contains pro¬ 
positions known to be false cannot, then, 
operate as a successful predictor where the 
predicted events lie outside the range of 
phenomena with which we are already 
fami!iar'*( 1991:27-28). An additional 
criticism, and one which is advanced by 
Boulding (1992), proceeds on the lines that 
predictions arc possible only under 
conditions where parameters arc stable. The 
I imitations of predictions emerge in situations 
where parameters continually undergo 
changes, which in real life they always do. 
Predictions in such cases can only be "at¬ 
tempted over a very wide range ol futures*’. 
Boulding, in an essay entitled, ’What Went 
Wrong with Economics?’ (American Eco¬ 
nomist* 1986). elaborates on this: 
Uncertainty in economics is not just u defect 
of human knowledge, but an inherent 
property of the system as the development 
of information theory has made very dear. 
Any system involving information has ir¬ 
reducible and inherent unpredictability. This 
docs mu mean that it is totally unpredictable 
or landom. It means that exact prediction 
is impossible. It is absurd to try to have an 
exact science in an inexact world (1992:78). 

Boulding, it is clear, is in favour of adopting 
an alternative perspective. 

Wiiat Went Wrong wrm Economics 

The development of alternate perspectives 
has been present in some measure all along. 
This is evident from a reading of both Smith 
and Marshall. Smith had proposed in his 
writings both the elements of equilibrium, 
the concern or mainstream economists, and 
evolution, an important ingredient of the 
proposal of the alternate school. "Curiously 
enough'*, writes Boulding, "Adam Smith 
has a strong claim to be the first evolutionary 
thinker, the First post-Newtonian model 
builder*’ to have sought alternate explana¬ 
tions (1992:80). Boulding adds that while 
Smith hod provided for both the equilibrium 
and the evolutionary approach, the evolu¬ 
tionary approach received inadequate atten¬ 
tion by lalter day economists and has been 
largely lost. 

While for Smith the twin strands of equili¬ 
brium and evolution are not in a dicho¬ 
tomous relation since he viewed economics 
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itt i inte^>laty of this was 

not so for Marshall .Doubtsabout themethods 
in use did not develop forthwith. We can 
think of an early Marshall who, as Rotheim 
points out, when he "first took upeconomics 
his goal (was) to include only those 
principles which could be included under 
the guise of mathematical principles" 
(1992:42). Marshall's acceptance of the 
methods of study used in physics was related 
to his inquiries into the areas of statics and 
dynamics. The prevalent methodology of 
physics provided for the inclusion of statics 
in dynamics. Following this, Marshall 
reasoned that in order "to get the statical 
solution from the dynamical all that is needed 
is to make the relative velocities of the thing 
under study equal to zero and thus reduce 
them to relati ve rest" [Marshal11898, quoted 
in Rothein 1992:42J. Statical analysis as a 
method in economics has an appeal, noted 
Marshall, since it "is simpler than the 
dynamical". The method behind the concept 
of equilibrium, also identified as centres of 
gravity between demand and supply, is an 
outstanding illustration of this perspective. 
It is. however, in his Principles of Economirs 
that discomfort with the encompassing use 
of static models emerges. The introduction 
of the element of time as a relevant factor 
in the analysis of economic change upsets 
the cosiness of the statical theory of equili¬ 
brium. Marshall recognised that over time 
the objective circumstances that establish 
the‘supply and demand functions would 
change, following winch these changes 
would necessitate reconsideration of the end 
results that are reached by adopting the sialic 
model. Changes in technology and in tastes 
over a period ol lime arc fitting illustrations. 
Marshall elaborated this in his Principles , 
writing that 

[the] theory of stable equilibrium of normal 
demand and supply helps indeed to give 
definiteness to our ideas: and in its elementary 
stages it does not diverge from the actual 
facts of life, so lar as to prevent its giving 
a fairly trustworthy picture of die chief 
methods of action of the strongest and most 
persistent group of economic forces. But 
when pushed to its more remote and intricate 
logical consequences, it slips uway from the 
conditions of real life [Marshall 1920:461. 
quoted in Rothein 1992:411. 

While Marshall did not fully abandon 
static analysis, he reasoned that statical 
treatment was useful as a first stage analysis 
alone. Accordingly, and when accosted with 
conditions of real life, it "is especially 
needful to remember that economic problems 
are imperfectly presented when they are 
treated as problems of statical equilibrium, 
and not of organic growth" (Marshall 
1920:461]. The inadequacy of the metho¬ 
dology Emerges when the concept of statical 
equilibrium is applied to the theme of 
economic progress. The method of statics, 
as elaborated in physics, Marshall concludes. 


is a usefUl method for "earlier stages 'iof 
economic reasoning". To understand ecov 
nomic change which includes ineversibilittes 
over time and qualitative changes ip iwjjfe 
viduats and institutions. Marshall opted f# 
biological analogies which had organic 
growth as an important nodal point ^ 
analysis. This perspective emerged truth ft 
need to link the principle of division itf 
labour as explained by Smith to the principle 
of evolution pul forward by Darwin. Matahatt 
found that such a link was possible, for the 
former, a characteristic of economic organi¬ 
sations, was compatible with the latter, (p 
tandem with the recognition of "a fimda- . 
mental unity of action between the laws df 
nature in the physical and in die moral world", ■ 
Marshall emphasised "the general rule to 
which there are not many exceptions, that 
the development of the organism, whether < 
social or physical, involves in increasing 
subdi vi sion of functions between its separate 
parts on the one hand, and on the other a 
more intimate connection between them’* 
(1920:240). Economics, therefore, is closer 
to the biological sciences than the physical , 
sciences; in other words more Darwinian 
than Newtonian. This is an importune 
development since it contributed to the laying * 
of the bio-philosophical foundations of 
economics [Foster 1987, Chapter 5]. 

Further. Marshall pointed out in his article 
in the Economic Journal that. 

The catastrophes of mechanics arc caused 
by changes in the quantity and not in the 
character of the forces at work: whereas in , ; 
life then character changes also. ’Progress* 
or 'evolution’, industrial and social, is ihh . 
mete increase or decrease. It is organic ,! 
growth, chastened and confined and ‘ 
occasionally reversed by decay of innumer* * 
able factors, each of which influences and 
is influenced by those around it; and every 
such mutual influence vanes with the stages 
which the respective factors have already 
reached in their growth. In this vital respect 
all sciences of life arc akin to one another, 
und are unlike physical sciences. And 
therefore in the lutci stages of economics, 
when we arc approaching nearly to the 
conditions of life, biological analogies are 
to he preferred to mechanical, other things 
being equal [Murshall 1898:42-43, quoted 
in Rothein 1992:43). 

It is true, however, as Currie and Steedmap 
(1990:11-12) have pointed out. that Marshall 
did not offer any detailed demonstration of 
an alternative methodology or approach. To 
that extent, the " 'higher stages of our work* 
and ’the high theme of economic progress* 
lie beyond the Principles” (1990:11-12). 
That there were references to the need for 
an alternate methodology in the Principles, 
however, there is nodoubt. Keynes, who bad 
commented on the absence of development 
in this area by Marshall, himself chose to 
attribute investment behaviour to "animal 
spirits" [Foster 1987:92J. Conventional 
analysis using rational economic man, or 
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homotconomicus, was thereby being sought 
to be substituted by an alternative. The 
success; however, was less than the extent 
tb which the need for this was estimated by 
the earlier economists. 

It is not likely that 'mainline* economists, 
when confronted with the question, will 
agree that there is something indeed the 
matter with theirdiscipline. There are reasons 
for the disagreement. It could well be that 
an obsession with a particular line of enquiry 
that has entered a dead end offers a feeling 
of both security and camaraderie. The 
dissent, however, arises from observations 
about the failures of economics and econo¬ 
mists to address problems confronting the 
discipline. These problems arc fairly well 
recognised and are spread over a range of 
economies at various stages of development. 
The issue of distribution of the national 
income into the proportions that accrue to 
profit, wages, interest, and other components 
is a case in point. The study of the distribution 
in the US economy over the long-term period 
covering 1929 to 1984indicates a worrisome 
growth in the proportion of national income 
being distributed as interest. The component 
of interest was barely 1 per cent in i 950; 
it was close to 10 per cent in 1984. The 
federal, state and local debts of the govern¬ 
ment recorded declining proportions to the 
total volume of debt during 1946 to 1980. 
It started increasing thereafter, although the 
increase was not large enough to account for 
the remarkably high real interest rates 
(Boulding 1992:71]. Since the component 
of interest is collected by the unproductive, 
the gathering trend works out as a tax on 
the producti ve to pay the unproducti ve. These 
changes, whereby a larger proportion of the 
net worth is being redistributed in favour of 
the creditors and away from the debtors, are 
both puzzling and alarming. The impact ot 
this is considerable. Drawing comparisons, 
Boulding observes that this is akin to "moving 
into a region of economic experience so 
unfamiliar that it reminds me of the nuclear 
plant crisis at Three Mile Island when no 
one knew what buttons to push for the un- 
famiiarity" (1992:71). The disturbing ques¬ 
tion that gains credence is whether this m 
any way means a resurrection of the 'bloated 
bdnd holder’, a familiar category of the 
1930s depression days. The combined con¬ 
sequences, Boulding notes, "are very un¬ 
predictable" (1992:71). Interest, as a cost, 
is a burden; its transfer from the profit earner 
to the inactive is a sort of welfare to the 
owners of property, who very often are the 
rich. This transfer has the potential to lead 
to a slow-down in general enrichment and 
attendant unemployment. The distribution 
in favour of the inactive is reminiscent of 
the 1930s. Real interest rates during 1930 
to 1933 varied between 3 and 4 per cent 
while real profit rates slumped to as low as 
~3 or -4 per cent. In such a situation an 
employer would be prompted to opt for 
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offering out at interest all that couldbesaved 
by putting off of hiring labour for wages 
(1992:44). Involuntary unemployment in 
such circumstances shot up to 25 per cent. 
Boulding identifies these developments as 
pathological (1992:74). 

Hie inability to come to grips with pro¬ 
blems such as those above is not restricted 
to the developed economies. The failure of 
economics relates more to the economies 
that aggregate as the third woMd. The problem 
of development in these economies is intrin¬ 
sically related to that of distribution. The 
aggregate comprises countries in the African 
continent where social tensions arising out 
of economic underdevelopment are acute. It 
refers to economies such as Hong Kong, 
"with its Avis rent-a-govemment from the 
Queen", an example of free market opera¬ 
tions. The aggregate also includes Egypt, 
Argentina and India, which do not offer 
lessons in government intervention in the 
market however well-intentioned these may 
be. Boulding is categorical in his rejection 
of the models that have been developed by 
economists in this area where understanding 
and appropriateness of economic policies 
are a crying need. In such cases the "economic 
models of development have turned out to 
be much too simple and have neglected both 
the cultural elements and the political ele¬ 
ments" (1992:74). The boundaries that have 
been drawn by economists have very often 
repelled transgression, to the dismay of the 
population living in these economies. 

Closer to conventional economics is the 
issue of ideological difference between 
capitalism and communism. In this instance 
of the general, as against the specifics referred 
to earlier, Boulding notes that, 

Economics as a discipline has remained 
remarkably silent (in this area)..., retreating 
either into a vague neo-Marxism on the pari 
of the few or into a preUy uncritical accept¬ 
ance of the very real virtues of the market 
without much interest in its pathologies on 
the part of the many. On the principle that 
something can go wrong with anything, it 
is absurd to attribute all the pathologies of 
the system either to the market and private 
property or to government intervention. And 
the question of the role both of the state and 
of the market in the economy and the 
interaction of the threat system and the ex¬ 
change system has been very much neglec¬ 
ted by all parties, perhaps because of the 
isolation of economics from political science 
(1992:73), 

The listing of the problems noted here is 
by no means complete; it, however, brings 
into focus the shortcomings of the disciplines 
as it is practised. 

The failure of economics to address these 
issues in a meaningful manner prompts a 
need to search for alternate perspectives. It 
is in the process of this search that the 
enquiry should be directed to "look at the 
possible pathologies of economics itself' 
(1992:75). If things went wrong, or off- 


mm t asfhiy did, jfctorelevaiitto seethe 
reasons. Keynes proscribed Ricardo for the 
latter’s preference for Newtonian models 
with their reliance on systems with stable 
parameters. Keynes was right, notes Bon¬ 
ding, in emphasising that u if only Malthus, 
instead of Ricardo, had been the parent stem 
from which 19th century economics 
proceeded, what a much wiser and richer 
place the world would be today” (1992:80). 
Boulding, however, offers ah additional 
explanation, and in this he identifies the 
adoption of mathematics, developed during 
the 17th century, about two centuries later 
by Cournot, Jevons and Walras as part of 
the methodology, to be the "real villain". 
This emphasis is, however, not new and can 
be traced back to Mill and his caution about 
the indiscriminate use of mathematics. This 
caution becomes clear when seen in the 
context of the views of Mill and his perspec¬ 
tive on economics as an area of enquiry 
during the formative period of the discipline. 
Mill had in the course of his work reached 
a generalisation that "whenever the nature 
of the subject permits our reasoning process 
to be, without danger, carried on media- 
nically, the language should be constructed 
on as mechanical principles as possible" 
[Hollander 1985:937]. The suitability of 
mathematics, then, is relevant to the 'mecha¬ 
nical’ aspects alone. The unfortunate deve¬ 
lopment of tlienon-crilical adoption of mathe¬ 
matics was also linked to the view that its 
utilisation was an important input for the 
development of that science. The substitution 
of symbols "for the purposes of thought in 
proportion as they can be made to approxi¬ 
mate to the compactness" was. Mill con¬ 
sidered, its limitation [Hollander 1985:9371. 
The danger was that this "has contributed, 
in no small degree to prevent the real laws 
of our intellectual operations from being 
rightly understood" (1985:937). About 
Jevons Mill was quite critical, and the 
former's Theory of Political Economy (1871) 
brought forth a numbing response from Mill. 
Mill wrote that Jevons "seems to me to have 
a mania for encumbering questions with 
useless complications, and with a notation 
implying the existence of greater precision 
in the data than the questions admit of. His 
speculations on logic, like those of Boole 
and De Morgan, and some of those of 
Hamilton, are infected in an extraordinary 
degree with this vice." 5 Boulding prefers the 
hypothesis that "the structure of language 
(which) is an important determinant of 
thought applies with particular intensity to 
mathematics, which is not even a language, 
but a jargon" (1992:83). Mathematics is 
particularly impaired given its deficiency of 
verbs; these are limited to just four, namely, 
is equal to, is greater than, is less than, or 
is a function of. This deficiency accordingly 
constraints its utilisation. This is not to say 
that its adoption as a part of methodology 
is futile; It needs to be reckoned that it deals 
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better wvlh struattfes over processes and 
with equilibrium over evolution This 
inherent limitation, therefore, reduces the 
number of propositions in relation to social 
systems which can be reached by mathe¬ 
matics alone “I am convinced”, writes 
Bouldmg, “thattheobsession with algebraic, 
non-topological mathematics has torced the 
mainline of economics into a dead end” 
(1992 84) The need for alternate perspective 
becomes all the more real 

The recognition that there is a need for 
alternate perspectives gives rise to the qucs 
tion ot where should a search for the cure 
to the pathologies begin Bouldmg suggests 
that this is inherently a problem of pathologies 
ot epistemology Therefore, the issue that 
arises is, “How do we develop methodolo 
gies of inquiry which are appropriate to the 
nature ot what we are inquiring about, m 
the sense that inquiry leads to an increase 
in the detection of error, and a greater prob 
ability that our image of the particular part 
of the world that we are investigating will 
map more and more closely into the real 
world that is the subject of the investigation f 
(1992 75) It is clear that the diversity ol the 
real world precludes epistemological homo 
geneity Methods appropriate to a particular 
field may not be conducive to the study ol 
some other field Thus while the study of 
the solar system given the stability ot 
parameters is amenable to adoption ol the 
models and observational methods ot New 
toman mechanics the same taltci when 
applied to the study ol economic and sou A 
systems and also of biological systems In 
other words these methods turn out lo be 
inappropriate when adopted to studvmg 
economies 

Apprqpriaif Mfthodologil s i ok Sujoy 
ob Economy 

The developments in economics and the 
preferences that economists over the years 
have developed, raise certain issues A tunda 
mental one that emerges from the above 
considerations is a critical need lor alter 
native perspectives It is interesting to refer 
here to Smith and his spec ifications on what 
can be considered the objective of a field 
ot study and the role of an enquirer engaged 
in such study Smith wrote this n the context 
of astronomy, and in his time tht enquirer 
was reterred to as a philosopher In our case 
it is economics with its overt preference toi 
the Newtonian model and economists the 
enquirers into this field ot study In his Tht 
Principle v Whuh Lead to Direct Philo 
iophital Enquiries Illustrated fa the His ton 
of Astronomy, Smith elaborated that when 
confronted with incoherence as Uie first 
experience of a field ot study is likely to 
generate, it was the role of philosophy “to 
introduce order into this chaos of jamng and 
discordant experience, to he this tumult oi 
imagination and to restore to that tone ot 
tranquillity and composure, which is both 

Baonotmc and Political Weekly July 27 


moat agreeable to n*etf, and moat suitable 
to its nature” Further, he wrote, “Let us 
examine, therefore, all the difficult systems 
of nature, which, have successfully been 
adopted by the learned and ingenious and 
lei us content ourselves with enquiring 
how far each of them was fitted to soothe 
the imagination and to render the theatre of 
nature more coherent, and therefore a more 
magnificent spectacle, than otherwise it 
would have appeared to be' [Longuet 
Higgins 1992 82 83] 

In a paper entitled ‘Appropriate Metho¬ 
dologies for the Study ot the Economy 
(1988) Bouldmg proposed to construct 
elements which could olfer a way out ot tht 
epistemological jungle At the building block 
level Bouldmg begins with stating that \ht 
human leirnmg process is a process of 
forming content in our minds which maps 
with reasonable accuracy into the real world 
to which it corresponds” (1992 98) The 
content is thereafter identified as knowledge 
although Boulding laments that there is no 
single word in the language that expresses 
the content of the human mind because the 
term knowledge carries with it aconnotation 
that what we know is true Quite otlen this 
may not be st for the human mind i s capable 
ot error and a pari of what we know may 
be an imperfect image of the real world The 
composite structure of man s knowledge is 
according to Boulding categonsable, where 
by wc obtain what tar be termed ‘fields of 
study A field of study is reckoned as ‘what 
is out there m the real world watting lo he 
known t1992 98) Consequent to rccognis 
mg the different fields ot study Boulding 
single** out the elcmen 1 ol methodology and 
its appropriateness to a field ot study 1 his 
is because different fields ot study for the 
human mind arc very different in their 
character and this means that each field ot 
study must tmd an appropriate methodology 
for learning about it Methods which ate 
appropriate to one field may not be ap 
propnate to others* (1992 98) 

T he first field oi study is the observational 
field referring to those with stable para¬ 
meters A representative illustration ot this 
is celestial mcclurics which studies thcsolai 
system With stiblc parameters like the 
gravitational c onstant it is possible to predict 
with considciablc atcurac) such events as 
eclipses While he solar system is possioly 
the only representative of this field of study, 
the human kiio' ledge process has had some 
remarkable sue u ssin this area The second 
field of study n th uot experimental learning 
of which cheniisLi} is an ideal txample 
Experimental physics and biology can also 
be included m this field of study in these 
cases too, parameters are constant such that 
the probability ot occurrence of events is 
fairly high As a corollary improbable events 
do not occi r thereby i tndenng possible the 
repetition ot experiments The constancy ot 
parametc s as observed in valency of 
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elements, (hat Is iheir combining dp*city, 
the geometry of molecules, that is stated* 
chemistry, and the stability of physical 
constants, are all instances of events that 
have a high probability of occurrence Ac¬ 
cordingly, these make possible the repetition 
of experiments with replication of results, 
following which they come to be used as 
confirmation of the validity of knowledge 
The failure to obtain such results m a repeat 
experiment does not mean that the work! ha$ 
changed In such cases, it is inferred that die 
error lies m conducting the experiment 
(1992 99) 

1 he next field of study is identified as the 
historical field The historical field contains 
parts of cosmology, paleontology and human 
history The effort in this case is towards 
constructing images of the past and figuring 
out what happened on the basis of available 
records The shortcoming, however is that 
available records are quite often of limited 
quantity Study also gets biased because it 
is often the most durable records that we get 
to study A considerable portion ot events 
that occurred in the past are not available 
Ihuv a great many stars have pen shed, 
many life forms have failed to form fossils, 
and a consideiable portion of human inter¬ 
action is lost This field of study is quite 
different from the other two The essentia! 
difference is that while 
we can certainly detect patterns in the record 
of the past these are not at all like celestial 
mechanics Evolution for instance, is domi¬ 
nated by the time at which highly improbable 
events happened We cannot assume urn 
tommy and constancy of parameters The 
record ot thr past therefore gives us many 
dues to the future but docs not enable iis 
lo make exact predictions Prediction here 
is not a test of human knowledge because 
the wotld itself may change (1992 100) 

The fourth field of study is identified as 
one that includes those areas in which 
information is an essential element The 
socnl sciences ate all included here This 
also covers the biological sciences since the 
codification of information m both chemical 
and physical manners is quite extensive m 
life lorms A distinct attnbute m this case 
is the absence ot determinism Information, 
which is an essential element of this system, 
is characterised by its quality ot being 
surprising, m case information is not sur¬ 
prising, it is not information An illustration 
ol this is that, if wc had tomorrow s news¬ 
paper tomorrow would be totally different” 
(1992 100) Prediction in such cases 
becomes a very imperfect test ot the validity 
of human knowledge, simply because Ilk 
world may change, the system may change, 
the parameters may change” (1992 100) 
Identification of fields of study constitutes 
thefirslstep There are, followingthis,certain 
common problems which these fields ot 
study share, albeit in different degrees of 
difficulty Common to all these fields of 
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study is the matter of theory. Theories,' 
Boulding points out, “are structures in the 
human mind which it is believed correspond 
to structures and patterns in the field of 
study, but in a simplified way” (1992:101). 
It is the diversity and complexity of the real 
world which poses a problem and precludes 
any easy imaging by the human mind. The 
human mind attempts to grapple with this 
by making simpler manageable patterns. An 
illustration of such imaging is the making 
of a map which, given the information that 
it incorporates, is but a pale representation 
of the spatial structure of the earth. It, how¬ 
ever, is not in any way a one-to-one mapping 
of the reality to which it corresponds. Theory 
is not restricted to the mapping of spatial 
or space-time structures alone. It also contains 
abstract relationships. Inthis, Boulding points 
out, “wc do seem to have a capacity for 
perceivihg identities, that is, relationships 
that cannot be otherwise” (1992:101). Iden¬ 
tities are recognisable in a number of physi¬ 
cal relationships. Ohm’s law which relates 
electric current to the potential difference 
divided by the resistance, is essentially an 
intuitive concept of resistance. Similarly 
Fisher's equation of the quantity of money 
being equal to the stock of money multiplied 
by the velocity of circulation, is also an 
identity. The velocity oi circulation comes 
to be defined in this case in the manner that 
resistance was defined in the earlier case. 
Yet another example of identities are those 
that are recognised as demographic iden¬ 
tities. ’The basic identity”, Boulding ob¬ 
serves, “is what I have sometimes called the 
'bathtub theorem’ * that the increase in 
anything in a given period is equal to the 
additions to it minus the subtractions from 
it” (1992:102). Applied to demographic 
issues, this means that the increase in 
population in an area is arrived at by adding 
the births, subtracting the deaths, adding the 
in-migrations and reducing the out-migra¬ 
tions. What is applicable to people is also 
true of commodities, since’’capital essentially 
is a set of population of goods” (1992:102). 

I n addition to the identities described above 
are other elements in theory: these are termed 
‘near identities’. Near identities constitute 
’'propositions which almost have to be true 
by the nature of things’’ (1992:102). While 
the easily recognisable near identities refer 
to such propositions as, only a few live to 
a period over a hundred years, in economics 
it is such familiar propositions as relative 
price structures which are instances of near 
identity. Since the relative price structure is 
dependent on the desire of people to hold 
what is there to be held, the increase in the 
relative priceof anything is beneficial to the 
producers of that good or service, and the 
reverse is true in the case of consumers. A 
mundane though easily recognisable instance 
of near identity is the proposition that 4( in 
economics there is no such thing as a free 
tunch” (1992:101). 


A poser that is commop to ail the Odds, 
.although in varyingdegree&oT complexity, 
is that of taxonomy. Taxonomy refers to 
determining those things that ate dike and 
those that are different. The problem is u 
relatively minor one. for instance in celestial 
mechanics. Here it is easy to distinguish 
planets from asteroids, both of which obey 
the laws identified by Newton. It may not 
be so in other fields. Also, a false taxonomy 
may inhibit growth of knowledge as had 
happened in the case of chemistry. Thus the 
adoption of earth, air, water and fire as the 
prime elements in alchemy limited the 
possibilities of development of alchemy. 
Each of these, as is now recognised, are 
heterogeneous categories. While the first 
three arc composed of a variety of substances, 
the last one. that is fire, is not even made 
of any substance for it is a process. It took 
a few centuries to read a stage conducive 
to the emergence of present day chemistry. 
The problem of taxonomy has crept up even 
in physics, particularly where elementary 
panicles are concerned. In biology, the 
development of genetics could be considered 
as providing an adequate basis for a taxo¬ 
nomy, yet even in biology the notion that 
all individuals of a particular species are 
alike could prove incorrect. The familiarity 
of terrain and therefore the relative case in 
the construction of taxonomy, observed in 
the category of physical sciences, is not so 
in the case of social systems. Once we get 
into social systems, Boulding points out, 
“taxonomy becomes an extremely difficult 
problem, for individual human beings are 
very diverse. Classification by such concepts 
as race, class, culture, religion, nationality, 
and even intelligence may be highly du¬ 
bious'^ 1992:101). The inclusion of identities 
and near identities along with a proper taxo¬ 
nomy enriches theories and enables them to 
produce what was sought to be done using 
theories; that is. a correct mapping of the 
real life world. These, then, are vital elements 
of any field of study. 

On the basts of the above general prin¬ 
ciples, it is possible to take a fresh look at 
economics: to note the nature of its field of 
study, to reckon the methodologies that 
would be appropriate to this field, and there¬ 
by increase our knowledge of economics. 
The delineation of enquiry into categories 
of fields of study emphasises the point that 
the Newtonian approach is unsuitable to 
the study of economics. “The economic 
system”, Boulding emphasises, “is very dif¬ 
ferent from celestial mechanics. It is more 
like meteorology, though here it is the in¬ 
stabilities of the system itself and the im¬ 
portance of the happening of improbable 
events that makes prediction unreliable, 
rather than the impact of the prediction on 
the system itself (1992:100). The field of 
study of economics is that which is referred 
to as the economy ; it is a subset of the social 
system. To answer the question. What is our 


taufebftfceattm^ 

introduces an interesting analogy . “We start 
off with a flashlight photograph <rf the work* 
and ask ourselves; What purl of this is the 
economy?' (1992:103). To be*, i with, the 
reference is to the few billion huutui. beings 
who populate the earth. While not all their 
aspects can be claimed tp be pait of the 
economy, it is possible to assess those that 
make up the inventory of such human arte¬ 
facts that are economically significant. To 
these aspects need to be added biological 
artefacts such as livestock and forest produce 
and inorganic resources such as mineral 
ores. It is possible thereby to assess those 
that make up an inventory of such artefacts 
that are ecbnomically significant. Boulding 
notes, however, that in all this, “something 
which may not be visible but is still very 
important is relationships: this parent and 
that child, this employer and that employee, 
properly (who owns what), organisational 
patterns (who belongs to what), and so on” 
(1992:103). Therefore, while it is clear that 
a non-ambiguous inclusion of an item in the 
economy, attri bu li ng to it an economic value, 
is certainly not easy, a confirmatory test that 
clears any object prior to such inclusion is 
whelherthcobject participates in ancxchange 
relationship. Viewed in this manner human 
beings have non-economic aspects too. 
common among which are the relationships 
occurring in the family, learning relation¬ 
ships, and political relationships such as 
voting. This implies that it “is hard to find 
anything, however, that does not have an 
economic aspect, even though that is only 
pari of the picture” (1992:103). Continuing 
with the analogy, a second photograph at the 
immediate succeeding moment confirms the 
occurrence of a change between that seen 
now over that recorded earlier. Boulding 
points out that “what has happened between 
one frame and the next is events. An event 
is the difference between one trame and the 
next” (1992:104). The economy includes 
many kinds of event. Events which are object- 
specific or person-specific in nature are 
identified as single-party events. Such single- 
party events are those that “happen to only 
one person or object, [such as) depreciation, 
decay, or more dramatically, death. There 
can also be creation: a new baby comes into 
the world, a new automobile comes off the 
assembly line” (1992:104). As against these, 
there areevents which are multi-party events, 
the most recognisable of which is that of 
exchange. A third category of events are 
those relating to production; it essentially 
“involves an increase in some assets and a 
diminution in others” (1992:104). Another 
genre of events includes those in the one¬ 
way transfer category. These include grants, 
taxes paid by individuals, gifts given or 
received by individuals* and pensions 
received from the stale. There is yet another 
category of events which include those 
“which may not be recognised at the lime 
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and so on” (1992*104) * 

At this stage it is relevant to ask what kind 
of theory needs to be developed that would 
be able to map the kinds ot economic events 
reckoned earlier, given that these events 
quite clearly illuminate the complexity of 
the system being addressed The first step, 
Boulding points out, is to look for identities 
The demographic identity which recognises 
that the stock ot anything is equivalent to 
its production less its consumption is equal ly 
applicable to ihe human population and to 
biological artefacts A common error resul¬ 
ting from non-recognition ot this identity is 
to identify the purchases of the household 
sector with consumption This error has a 
lot to do with the adoption ot inappropriate 
taxonomy Household purchases are of the 
nature of exchange events the consumption 
part comes later The conservation identity 
isanothendentity, it states that "il thequantiiy 
ot assets remains constant, exchange only 
circulates assets among owners*’ (1992 105) 
Additionally, an adjunct to this is the balance 
of payments identity “it the quantity of 
money is constant, the sum of all balances 
of payments in a closed system is zero* 
(1992 105) An individual reporting a posi¬ 
tive balance of payment docs so by taking 
in more money than he gives out During 
conditions of constant money supply an 
inca'jse in one case is matched by a duni 
nution elsewhere and of balances in the case 
of other individuals by a corresponding 
quantum Inothei words while an indmdual 
can increase his money stock by paying out 
less than he receives a totally closed system 
cannot do this It is an important contnbu 
tion of theory to recognise this and identify 
false generalisations that are quite often 
deduced from personal experiences The 
reckoning that what is valid for part ot the 
system is not necessarily true for the total 
system is helpful 

Closely related to the demographic iden¬ 
tity is yet another identity, which is ‘that 
anything that has been produced in a given 
period has either been consumed or it is still 
around" (1992 106) Boulding observes that 
the Keynesian system with its considerable 
influence is essentially a result ot perceiving 
this identity It is interesting to use this 
identity to explain the emergence ot the 
1929 depression It is the household sector 
that consumes and thereby reduces the 
inventory produced The goods and services 
that are still around and reflected as assets 
of business balance sheets constitute the 
inventory resulting from the difference bet¬ 
ween that consumed by the household sector 
and that produced by the business sector 
This unsold inventory then causes trouble 
more so when accumulation of such inven¬ 
tory proceeds at a rate that is in excess of 
the rate desired A reduction in sale price 
to dear inventories during such times leads 


robustness losses, which tn turn has serious 
repercussions for employment and thereby 
on future household purchases A senes ot 
actions by individual businessmen to save 
the situation turn out to be counter-productive 
since they do not support capital additions 
and do not stop capital decay cithei The 
action of these forces in the economy "can 
lead into something like the Great Depres¬ 
sion (1929 33) when a decline in invest¬ 
ment (business accumulations) led to a 
decline in piolits which led to a further 
decline in investment, a further decline in 
profits, until we ended up in 1932-33 with 
investment virtually /cro and profits nega¬ 
tive" (1992 106) Yet another identity and 
one that is quite signific wit, i * the identity 
that 'income is the gioss addition to the 
capitalstock(production)" (1992 106) This 
identity also includes services lor services 
arc but pi oduclion of new stock with a shot t 
length ol life” (1992 106) Grants are inclu 
ded in tnc ome too hut as a pai t of the system 
In a closed system as a whole, this however 
is not possible 

Proceeding beyond identities are the near 
identities A particularly cogent example ot 
near identity relates to the concept ot relative 
prices of commodities Prices ol all com¬ 
modities in terms ot the concept are relative 
although the price of each is expressed in 
constant monetary terms Pncc theory in 
essence states that the relative pnee structure 
is such that people are willing to hold what 
is there to be held (1992 107) What is there 
(o he held depends on the availability ol the 
relative stocks, and the willingness to hold 
is quite significantly inlluemcd by the ex 
pcctions ot those holding such goods ot the 
iclan vc prices ol these goods in the luturc 
Those goods which arc expected lo perform 
better in terms of iclativc prices will be held 
in larger propoi turns while those that arc 
expected to fare worse will be held in lower 
quantities In case the relative price ot a good 
is considered too high, it will he offered tor 
sale, which would initiate a trend ot tall in 
price The reverse will be the case when 
prices are deemed too low In addition to 
the relative price structure is that which was 
referred to by Smith as the 'natural* price, 
or the normal price ot a commodity In case 
the maiket pncc ot a commodity is higher 
than its normal price the production ot this 
commodity will ittraci manufacturers with 
a consequent cttect on the market price 
Similarly, a lo* price would demotivate 
manufacture, leading to the exit ot manu¬ 
facturers followed by a lower availability of 
the commodity, a growth in its consumption 
and an mcieasc in its price theicatter 

In addition to identities and neai identities, 
there is a sharp dependence of theory on 
propertaxonony The problem of inadequate 
taxonomy bedevils economics, too This can 
be well illustrated in the important area of 
factors of production and following this, 


the theory of production Beginning wfftfr 
classical economics, the factors of prodeo 
tion include land, labour, capital and the 
fourth, attributable to Marshall, is that of 
entrepreneurship Comparing thiscategoma- 
uon with the taxonomy adopted in alchemy, 
Boulding, in an essay entitled 'Taxonomy 
as a Source of I iror’, observes that the 
categories are "about as useful as earth, air, 
fire and water, to which indeed they have 
some slight resemblance Land is earthy, 
labour is fluid, capital has a slightly ethenal 
quality about it especially in accounting, 
and entrepreneurship is the energy and the 
tire which drives the system" (1992 127) 
The taxonomy of the l.ictors ot production 
has relevance when adopted to work out the 
laxonomies ot distribution instead In terms 
ot this rent is credited to land labour is 
provided with wages capital gets profit amJ 
interest In regard to the fourth I actor it is 
entrepreneurial energy that propels develop¬ 
ment ot the economy These categories, 
however, become inadequate when used in 
the theory ot production In real life, the 
process ot production is indeed " very 
different from what 1 have sometimes called 
the 'cookbook* theory ot production, that 
we simply mix land, labour and capital and 
out come potatoes or automobiles (1992 
128) The alternative that is presented has 
a core which is akin to that ottered by 
biological science Boulding adopts theo¬ 
retical advances in biology to draw parallels 
and construct a theory ot production Pin- 
duction therefore ' whether of biological 
artefacts or ot human arietacts, always origi¬ 
nates in a genetic (actor, with might he 
described as Know-how This is what the 
Icmliscd egg has Human artelaus likewise 
originate in know how some ot this coming 
out ol 'know what and embodied in ideus 
m the human brain and plans written instruc¬ 
tions computers and so on” (1992 127) 
Pioduction, accordingly, is the manner in 
which the genotype is transformed into the 
phenotype In biology, it is how the fertilised 
egg becomes the living being, in economics, 
it is how human know-how becomes the 
automobile Production, then has to be 
thought ot in terms ot the genetic factor, also 
ideniihcd as know-how, and not the factors 
identified earlier These factors, while being 
important economic concepts, are more 
correctly reckoned as factors of distribution 
and not factors ot production as is con¬ 
ventionally done The know-how is encoded 
in the genes and the DN A ot a fertilised egg. 
in the case ot human artefacts it is contained 
in blueprints Further, it is this know-how, 
or the genetic factor, that has the potential 
for production In order to realise the poten¬ 
tial, however, the genetic factor has to have 
access to energy materials, space and time 
Energy is required to transport materials to 
the site ot production, sustain temperatures 
at which the material transported gets 
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converted, and again to carry instmctionsas 
well as information that is required to select 
the right materials, transport them to the 
right place and transform them the right way 
[Boulding 1992:51: "Space as a Factor of 
Production’). Materials that are available in 
mines, soil, atmosphere, water and food, for 
instance, are used for the transformation into 
phenotype. The need for space arises from 
the requirement for room in the process of 
production. All processes of production are 
carried out over a period of time, hence its 
inclusion. These four factors, that is, energy, 
materials, space and time, act as limiting 
factors, and it “is the most limiting one that 
determines the extent to which the potential 
of the genetic factor will be realised in the 
phenotype" (1992:128). The implications of 
this theory for the production of human 
artefacts are clear. The limiting factor in the 
production of artefacts could be the non¬ 
availability of material, such as certain trace 
elements inagricultureoranon-suhstitutable 
material. It could be lack of transportation 
facility or lack of finance, which essentially 
is lack of time. Viewed in this manner, 
Boulding concludes that, "if we ask why 
there were no human beings, say, before 
1,00,000 years ago, the answer is very clear: 
before that time the genetic structure of the 
earth did not know how to make us. If we 
ask why there were no automobiles before, 
say. about 1870, the answer is exactly the 
same: we did not know how to make them" 
(1992:127). The alternative perspective on 
production that Boulding develops is signi¬ 
ficant. The identification of the genetic factor 
in production is superior in its explanatory 
power to that provided by the conventional 
theory of production. The alternative ap¬ 
proach illustrates the trap into which eco¬ 
nomics has fallen: "Economics has been 
trapped into a totally unreal theory of pro¬ 
duction", the limitations of which “show up 
very clearly when we try to construct 
numerical production functions from land, 
labour and capital" (1992:111). 

In conclusion, the issue that emerges is, 
“Where, then, should economics go from 
here if it catches on to the fact that its 
methodology has been rather inappropriate" 
(1992:111). The dissatisfaction with the 
equilibrium model is not because of its uti¬ 
lity, for it augments comprehension of static 
States. Yet economics is not restricted to the 
static world. The overwhelming concern in 
developing tools and techniques to study 
equilibrium conditions has also its advan¬ 
tages, for, as Loasby (1991:16) has pointed 
out, “confining economic theory to the 
analysis of equilibrium greatly assisted the 
co-ordination of the profession". Further, 
“the desirability of such a powerful con¬ 
nection principle can be readily appreciated 
by comparing disciplines which possess one 
with those that do not". The advantages of 
. the equilibrium method, despite the severe 


many. It is its inability toimageopen systems, 
the ruling reality of life, that has produced 
the need for alternate .perspectives. The 
adoption of the methods and techniques 
developed to study an equilibrium state are 
ill-suited when applied to the evolutionary 
process. The alternatives that developments 
in biological sciences provided are not new, 
and references had been made to these by 
earlier economists. A final aspect is the 
question of the suitability of the equilibrium 
model or an evolutionary model for our 
understanding of the economy. Boulding 
prefers the latter and observes that, “My own 
view is that the economy ...is a segment of 
the evolutionary process on this planet and 
best understood in terms of the evolutionary 
model” (1992:111). Accordingly, then, “In 
the theoretical field, ecological and 
evolutionary theory would seem to be the 
way of the future" (1992:112). 4 

In its long run development, economics, 
as is the case with other social sciences, is 
still to discover a methodology that is ap¬ 
propriate, although the search is on 
(1992:112). This search, while not pushing 
away all that has been identified as orthodox 
economics, by employing additional per¬ 
spectives as developed by Boulding could 
contribute much. The driving force is that 
economists, like physicists and other social 
scientists, “dream of an integrated field theory 
of the whole human race, from which the 
study of the economy will certainly emerge 
as an essential part" (1992:112). The deve¬ 
lopment of a science, any science, is a pro¬ 
cess. In order to map the observed in the 
framework of a theory, the practitioners of 
the science attempt to construct its philo¬ 
sophy, its theory, and its methodology. It 
is true that the last word in this regard has 
not been written: the competing schools of 
thought in economics arc a testimony to this. 

Notes 

[Kenneth Boulding is considered an uncon¬ 
ventional economist. Bom in 1910 in Liverpool. 
Boulding attended New College. Oxford. He 
gave up his early studies to be a chemist and later 
shifted to economics. A Commonwealth 
fellowship helped him to go to Chicago and, 
interestingly, Joseph Schumpeter was a fellow 
passenger in the same liner. Boulding Interworked 
with Schumpeter for a term at Harvard. Boulding 
has taught at the University of Michigan (Ann 
Arbor), worked at the Centre for Advanced Studies 
in the Behavioural Sciences at Stanford, and was 
for some time a labour economist at Ames. The 
major portion of his academic life has been at 
the University of Colorado. 

For an informative short biography, see G C 
Harcourt, * Kenneth Boulding; A Man for ail 
Systems' in C Snrdoni (ed). On Political 
Economists and Modem Political Economy - 
Selected Essays of C C Harcourt , Routledge, 
London. 1992, pp 369-78.) 

1 These and other writings of Smith werebrought 

out in a volume entitled Essays on Philo- 


' 1790. the Es&tiys wereedhedbtf 
Joseph Black and James Hutton. Also see 
Longuet-Hlggins 1992. 

2 Torrance (1991:28) points out that, H The tusk 
of positive economics is to discover true 
explanation of certain classes of goal-directed 
activity by individuals and groups, and of the 
wider repercussions on society of such be¬ 
haviour. Normative economics, on the other 
hand, involves the study and ethical appraisal 
both of the goals agents set themselves and 
of the features of the social outcomes that 
actually result from the attempts of many 
individuals and groups to bring about their 
own chosen goals' 1 . 

3 In a letter to Jcvons dated May 15, 1865, Milt 
wrote/'My impression was, that there is great 
ingenuity and power of consecutive thought, 
both in (Boole's) system itself, and in your 
modification of it. But you are quite right in 
supposing that 1 do not see, in the resultanained, 
any value commensurate with the mental effort 
I look upon it os I do upon Mr De Morgan's 
syllogisms; as a remarkable feat of mental 
gymnastics, capable of being very useful in 
the way of a scholastic exercise, but of no 
considerable utility, for any other purpose." 
See M Schabas, 'John Stuart Mill to William 
Stanley Jevons: An Unpublished Letter'. The 
Mill Newsletter . Vol 18, Summer, pp 24-28, 
1983, quoted in Hollander (1985:937). 

4 A seminal work of Boulding in this area is 
Evolutionary Economics (Sage, Beverley Hills. 
1981). 
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Quantitative and Qualitative Methods to 
Social Science Enquiry 

Econometric Methods and Interdisciplinarity 

Parthasarathi Shome 
Carlos J Moreno 
Kavita Rao 

Taking econometrics and ethnography> the discussion in this paper suggests the possibility ofa blend of the quantitative and 
qualitative approaches providing a superior framework for comprehending andpredicting human behaviour The philosophized , 
underpinnings of the qualitative approach reject the logic of generalisations for human beings at large , suggesting that* 
homogeneity with respect to the purpose at hand is potentially possible only within smaller groups. The qualitative approach 
provides methods of identifying such groups , constituting a first step towards the formulation of a testable hypothesis or theory , 
The quantitative approacah would enter the picture here , for providing aframeworkfor testing the intra-group homogeneity 
and inter-group variation being postulated by the qualitative methods . 


Introduction 

THIS is an essay on selected methods for 
social science enquiry. We have taken 
econometrics and raised issues regarding 
interdisciplinarity, with illustrations from 
ethnography - in order to bring home what 
seem to be increasing divergences in methods 
to study essentially the same problem: the 
human condition or behaviour. One in¬ 
creasingly finds that a singular approach, for 
example, economic theory postulating 
relationships among economic variables 
alone, will remain incomplete since a purely 
'economic' being could not exist. Rather, a 
holistic - encompassing economic, social, 
ethnographic - approach is essential to 
understand fully the determinants of human 
behaviour in the context of social sciences. 
Social sciences are not natural sciences and 
all branches of the former must recogise this 
fundamental aspect. Otherwise, any approach 
to enquiry would fall short of finding 
meaningful answers to the questions that are 
set out to be addressed. 

With this in mind, Section II attempts a 
lour de horizon of the econometric 
methodology to economic research. Eco¬ 
nometric conclusions are based on targe 
samples, since a sum! I sample is known to 
be biased. Vet, ethnography insists on small 
sample observations, i e, observing a social 
science phenomenon on a case by case basis, 
i. Liming to go deeply into it. Indeed, many 
researchers in that field believe that a 
’positive* approach is not incisive: only a 
’normative' approach is. Interestingly, both 
are often studying the same problem. Thus, 
Section U1 explores issues in the qualitative 
approach to. social science research, using 
ethnography for illustrative purposes, and 
surveying the opinions of selected authors. 1 
Section fV concludes by addressing the 
issue of the need for a more rounded 
approach, encompassing a holistic view to 
social science enquiry. 


II 

Developments in Econometric 
Techniques 

Economic theory postulates relations 
between economic variables. These could 
include models of behaviour of individual 
agents in their various capacities as 
consumers, producers, workers and investors. 
It also proposes models dealing with macro- 
economic relationships, which are essentially 
aggregated individual, or micro, relation¬ 
ships. The effectiveness of any economic 
model would be expected to rest on the 
support it can gamer from the empirical data. 
This is where econometrics enters the picture. 
The goal of econometrics can be broadly 
defined as verifying the empirical support 
of proposed theories. Maddala (1992:1) 
defines econometrics as: The application of 
statistical and mathematical methods to the 
analysts oj economic data, with a purpose 
of giving empirical content to economic 
theories and verifying or refuting them. The 
role of econometric analysis is not restricted 
to verifying the empirical support of economic 
models alone. Following (his verification, 
the modeller may want to infer and predict 
from the estimated model as well. Ideally, 
therefore, the technique of analysis should 
be such that the results obtained reflect on 
the ’true' state of ’nature', i e, the technique 
used does not introduce any distortions in 
the results obtained. 

For econometric analysis, any economic 
model is first translated into an econometric 
model. This process involves a number of 
components. To begin with, since any 
economic mode! is an abstraction from reality, 
the dependent variable could be influenced 
by factors other than those postulated by this 
model. The econometric version of the 
economic model, therefore, postulates that 
the dependent variable is a stochastic variable, 
while the independent variables in the relation 
are not. In other words, in addition to the 
independent variables, the econometric 


model postulates a stochastic error term. 
Assumptions regarding the behaviour of this 
error term and its relation vrith the 
independent variables constitute important 
building blocks for the econometric model 
since the estimation techniques in the 
econometric exercise and properties of the 
estimated parameters are built up from these 
assumptions. Further, an economic model 
postulates a relation between two or more 
economic variables without usually spelling 
out the actual functional form of the relation,' 
The form of the relation being postulated 
therefore, needs to be specified. This, I 
therefore, comprises a fully quantitative 
approach to research methodology for the 
social sciences. 

Stochastic Specification of the Model . 

The two broad components in the trans¬ 
lation of an economic model into a econo¬ 
metric model also provide a basis to categorise 
the developments in the technique of econo¬ 
metric analysis from simple and multiple 
linear regression models. The latter, i e, the 
simple and multiple linear regression models 
were based on the assumption that the error 
in each observation can be looked upon as 
an independent random draw from a normally 
distributed population with a zero mean and 
a variance of o 2 , i e. the error terms are 
independently and identically distributed as 
N(0, a 2 ). Under these assumptions, the 
Ordinary Least Squares technique of 
estimation is shown to yield Best Linear' 
Unbiased Estimators of the parameters. A 
large body of developments in technique 
deal with the various situations when some 
of these assumptions are relaxed. Relaxing 
assumptions regarding the behaviour of the 
covariance matrix of the error vector gave 
rise to the problems of Heteroscedasticity 
and Autocorrelation. Broadly, hetero- 
scedasticity is found to be the more important 
problem in cross-scction data, while 
autocorrelation problems surface more in 
time series analysis. In heteroscedasticity, 
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Che diagonal terms in the covariance matrix 
am not constant, i c, the variance of the error 
in each observation is different On the other 
hand, autocorrelation refers to the case when 
the off-diagonal dements tn the matrix are 
non-zero, i e, the error terms of subsequent 
observauons am correlated Clearly there 
could be anumberofwaysof modelling such 
behaviour of the error term, and the literature 
is rich in discussion of testing and estimation 
under various possible assumptions 

Another set of restrictions on the behaviour 
of the error term arises in the context of 
estimation ot production frontiers, where the 
error is to non-positive By definition, a 
production frontier defines the maximum 
output that can be produced, corresponding 
to given levels of inputs Actual production 
will always be less than or equal to the level 
defined by the frontier, with the distance 
from the frontier serving as a measure ot 
inefficiency m production Strictly imposing 
this restriction of non-positive error terms 
resulted m the estimation of non-stochastic 
frontiers, wherethedeviation from the frontier 
was attributed completely to inefficiency 
The state ot art now allows for the existence 
of a standard symmetric error term as well, 
introducing stochastic production frontiers, 
which can be estimated under alternative 
assumptions on the distribution of the error 
terms [Aigner, Lovell and Schmidt 1977) 

Specific aiion of Functional Form 

The second set of developments relate to 
the functional form of the postulated relation 
As mentioned earlier, an economic model 
postulates a relation between some econo¬ 
mic vanab|ps In most cases this relation 
tends to be a causal relation The translation 
of this economic model into an econometric 
model requires that some specific functional 
form be assigned to the relation Here the 
problems can be of two forms - first, and 
more obvious* is whether the form should 
be hneai or non-linear developments in the 
technique now permit both forms 

The second problem, specific to time senes 
related models, relates to the possibility of 
an estimated Ume senes model captunng 
spqnous correlation, suggesting sigificant 
relationships, even when all that is present 
are correlated time trends This is a problem 
related to non-stationary data Conven¬ 
tionally. first-differencing and detrending 
, Were used as correctives, provided the nature 
of the time senes were known. 2 these how¬ 
ever, are fouiuho result in loss of information 

Cointegration analysis provides an 
alternative solution to the problem (Engle 
and Granger 1987] Since most economic 
models seek to capture equilibna and short- 
run deviations from such equilibna, it is 
necessary that the vanables involved in the 
analysis display comparable long-run 
properties These long-run properties are 
defined in terms of the order of integration 
Ot the time senes 'Cointegration then requires 
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that tf a rotation is being proposed between 
two variables, they should be integrated of 
the same order, and a linear combination of 
these time series should be of a lower order 
of integration (The vector of constants 
involved here, is referred to as the 
cointegrating vector) This provides a basis 
for checking on the choice of vanables and 
ensures that the stabonanty properties of the 
error term are not disturbed 

Economically, if two time senes are 
cointegrated, this implies that the two time 
senes do not dnft away over time, and thus 
provides a basis tor estimating long-run 
equilibnum relationships between vanables 
In addition to estimating the long-run 
relationship, it is possible to postulate error 
correction forms of the model which permit 
estimation ot the short-run adjustment process 
as well In extending this analysis to the case 
involving many variables, cointegration 
requires that a linear combination ot the 
regressors be integrated of the same order 
as the dependent vanable In other words, 
it the set of regressors is subdivided into two 
sets - those which are integrated ot an order 
higher than or equal to the dependent vanable, 
and those which are of a lower order - the 
above condition requires that the former set 
be non-empty and there exist a linear 
combination of the vanables in that set which 
is integrated ot the same order as the depen 
dent vanable No restnctions however, are 
placed on the second set Further, in the case 
tnvol vtng more than two vanables there can 
be more than one coimegrating vectors, which 
makes it difficult to identify the cointegra 
ting relationship Some solutions offered 
here are tn terms of imposing restrictions 
on these vectors, drawing from economic 
explanations/theones Some ot the techniques 
of estimation and testing here, are based on 
the use of Vector Autoregression and Vector 
Error Correction Techniques IJohansen 
1988] 

Slarc ii TVchniou s 

Vectorautoregression (VAR) models were 
developed as an alternative to the large-scale 
macro-economic models, which were alleged 
to have poor predictive performance Further 
these models were argued to be based on 
arbitrary assumptions of exogeneity of 
vanables The VAR models as developed by 
Sims (1980), do not involve any a pnon 
assumptions regarding exogeneity ot 
vanables The'structural’form of the model 
involves all the variables in the model and 
their lagged values, while the reduced form 
of the model relates the current values of the 
vanable to the lagged values of that and other 
vanables in the system Since all vanables 
m this system are treated as endogenous, all 
changes or policy interventions can be 
modelled only as changes in the error term, 
provided the changes can be modelled as 
non-systematic Forconsidenng changes that 
are not wholly non-systematic, but are 
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to introduce cuirent values bf variables into 
the list ot regressors ft is in this context that 
the need to detervnmethedirectionot causality 
anses this provides a tool for ordenng the 
system, such that an error term - a shock 
- in any equation will only affect error terms 
m the equations 'below* it in the ranking 
Granger’s tests (1969) for causality as well 
as Sims (1972) definitions are based on VAR 
models VAR models have been criticised 
on many grounds, principal among them ope 
the sensitivity of the results of these mnriflhi 
to changes m the vanables included or in the 
lag structure used - this limits its vole as a 
forecasting tool - and the problems in attach¬ 
ing any economic meaning to the orthogona- 
lised 'innovations* (error terms) which are 
usedtoassessmgtheimpactof policy changes 
The technique underlying the estimation of 
VAR models however, has been put to a 
number of uses, as discussed above 

An alternative to the VAR style ot model 
ling of time senes requires evidence on the 
exogeneity of vanables within the context 
ot the model being discussed This is specially 
important if the objective of the exercise is 
forecasting or policy simulation The litera 
ture initially recognised two concepts of 
exogeneity pre-deierminedness and strict 
exogeneity More recent literature saw the 
evolution ol three alternative concepts weak 
exogeneity strong exogeneity and super 
exogeneity (Lngle Hendry and Richard 
1983] These three concepts have been 
proposed corresponding to purposes of 
inference forecasting and policy simulation 
respectively Tests have been designed for 
each of these three kinds of exogeneity The 
concepts relating to exogeneity has i* solved 
to take into account the Lucas Critique [ Lucas 
1976) which questions assumptions ot 
parameter constancy in the face ot policy 
changes t e ot changes in the exogenous 
variables thus undermining the predictive 
capacity of the models 

TCCHNIQUr s FOR QUALITATIVE FACTORS 

Our discussion so far dealt with the 
translation of an economic model into an 
econometric model, without anv reference 
to the nature of the problem benw investi¬ 
gated Some of the developments in econo 
metric technique can be related to the nature 
of the problem being investigated The need 
to distinguish between groups of observations 
in the data, gave nse to the dummy vanable 
techniques on the one hand and panel data 
techniques on the other These techniques 
are useful to test for propositions relating to 
differences in the parameters across the 
different groups of observations, where the 
underlying model is the same Thus, dummy 
vanables can be applied to test for structural 
breaks in time senes data, and tor fixed 
effects in panel data 

So far the dependent vanable has been 
taken to be a continuous vanable Conditions 
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wtWtfus assumption is violated arise t#ben 
the variable isa dummy, i e, when it takes 
values 0 and 1. This could correspond to two 
situations - one where the variable under 
study is a binary variable like the occurrence 
or non-occurrence of an event. The other 
situation is one where the dependent variable 
is a dummy for an unobscrvable/iatent 
variable. In the iormer case, the objective 
of the study is to construct a linear dis¬ 
criminant function, which clearly classifies 
the observations into the two categories. 
Clearly, once such a function is constructed, 
it can be used to for prediction as well 
Estimation techniques permit theconstruction 
of such a discriminant function In the other 
situation, where, the dependent variable is 
a dummy for a latent variable, the Logit and 
Probitanalysisareuscd These two techniques 
differ m the assumptions regarding the error 
teim m the model A similar situation is one 
where, the dependent van able has a truncated 
distribution,»e, say the latent vanable of the 
earlier case is observable it it takes value 
greater than one and otherwise not 'This 
would be true in the analysis of demand, 
since what can actually be observed is only 
the purchase These situations call I or the use 
of Tobit model [Tobin 19581, which proposes 
a method of estimation in such cases 

The discussion so far has concentrated on 
developments m the techniques of classical 
econometric analysis, from the stage of 
translation of an economic model into its 
econometuc counterpart, to the estimation 
and testing stages One principal feature of 
the discussion so far has been that the analyst 
is expected to have substantial amount of 
information not only on the vanables of 
interest m the model, but also on the vanables 
and effects that have been excluded For 
instance, in the case where the data shows 
a problem of heteroscedasticity, the modeller 
needs to have some a pnori information as 
to the form of heteroscedasticity Further, 
the use of these techniques of analysis has 
been more for estimation and verification of 
hypotheses than for testing of hypotheses, 
where the latter keeps open the possibility 
of rejection of a hypothesis The approach 
generally has been one of search for the 
equation which 'best supports 1 the theory 
under consideration, with 'poor 1 regression 
equations being discarded This also implied 
that the direction of respecification is data- 
determined or data constrained. It has been 
argued that "the product of the search will 
have a value that is difficult or impossible 
to assess" [Learner 1978:2]. 

An alternative to the above approach is 
offered by the bayesian econometric 
approach, which provides a framework for 
incorporating a prion information or beliefs 
on the parameters of interest, into the 
formulation of the econometric model. In 
other words, this approach provides a viable 
form of combining pnor information with 
sample information in order to infer about 


the parametent/cvents of interest. 4 The 
incorporation of the prior information takes 
the form of a probability distribution for the 
'events'. As a result, estimation techniques 
as well as inference are based on the 
specification of a loss function, the objective 
being to minimise loss. This makes the results 
sensitive to the specification of the loss 
function. Developments along the bayesian 
lines have generated alternative metho¬ 
dologies for search, which would yield results 
more amenable to interpretation [Learner 
1978, Darnell and Evans 1990]. 

A major methodological criticism levelled 
against the classical form of econometric 
analysis, is regatding the foundations for the 
distributional assumptions for the error term 
Classical regression analysis postulates an 
experimental basis for this assumption, 
where, the error is basically attributed to 
error in measurement, in an experimental 
setup. Thus, the error m this case is taken 
to be non-systematic, with the actual value 
in any trial being a random vanable, with 
a probability distubution associated with it 
The cxpcnmental basis of data generation 
implies that the probability distnbution is 
'objective 1 , i e, if the expenment is repeated 
sufficiently many times, the distnbution ot 
outcome would approximate the assumed 
probability distnbution. Economists, how¬ 
ever, deal with data generated outside the 
context ot an expenment, i c, the conditions 
of the world within which thedatais generated 
are outside the control of the investigator and 
are not amenable to repetition The error 
term in econometnc analysis captures not 
onlyerrorsinmcasurementbutalsothecffects 
of vanables not explicitly included in the 
models, at the very least The 'objective* 
basts tor attnbuting a probability distnbution 
to theerror term, here is no longer sustainable, 
thus implying that the classical regression 
analysis is no longer directly applicable to 
economic analysis A solution to this problem 
has been offered in terms of a 'subjective' 
interpretation to the probability distnbution 
attributed to the erroi term: probability being 
the 'degree of confidence' an individual - 
the analyst - associates with an uncertain 
event Such an interpretation would imply 
that the probability would vary across 
individuals and thus, this assumption would 
need to be tested pnor to any tests regarding 
theactua) hypothesis of interest Thedifficuhy 
with this approach is that since all tests are 
of probabilistic hypotheses, no outcomes are 
ruled out, i c, all decisions are subject to 
error, implying that all subsequent testing, 
respecifications, re-eslimation and re¬ 
examination of hypotheses are based on 
decisions which might be in error. This 
potential of a bias in the testing of the final 
hypotheses of interest, as a result of potential 
errors in the decisions taken at the pre-test 
stage have been referred to as pre-test bias. 
Since there does not exist a methodology of 
confirmation, the possibility of having 


committed an er^ 

rules out confident conclusions from tjk$ 
final test. 

ni 

Qualitative Research Techniques 

The attempted punty of the econometric 
approach may be said to be rejected by 
qualitative approaches to social science 
research. Ethnography, for example, postu¬ 
lates that in social sciences as a whole, 
differences in points of view and ways of 
interpretation must be the rule and not the 
exception. However, sometimes it seems the 
opposite; change and modification of points 
ot view aredifficult and not always a welcome 
proposition Bearing this in mind, this section 
will tocuson selected issues that demonstrate 
the importance of increasing the expen mental 
use ot the qualitative methodology of ethno¬ 
graphy and permit new configurations and 
approaches to social realities - in theory* 
research and application. 

It is now understood that methodologies 

- as roads that shed light on matters on which 

- we work - cannot always be the same in 
both social and natural sciences. And tins 
last fact is important, because it is here that 
we see the need to complement the quanti¬ 
tative tradition in methodology with a 
qualitative method that allows us to under¬ 
stand that society - as an intrinsic charac¬ 
teristic of human beings - makes people 
diflcrent in terms of language, religion, 
beliefs, values (both economics and social) 
and all tnosc factors that comprise a culture. 
Indeed, the crisis of representation m the 
social sciences in the last decades has shifted 
tiom theoretical - based on a 'grand theory' 
• to the level ot method, epistemology and 
interpretation IMarcus and Fischer 1986]. 
However, this matter that appears clear to 
one group of scholars, is often not recognised 
by governments, economists, and agencies 
that essentially work with the purpose of 
improving the quality of life 

Quai iTATivr Methodologies - Ethnography 

Ethnography as a qualitative methodology 
goes beyond statistics and models and tnes 
to understand from the point of view of those 
with whom the researcher is working more 
than from the researcher's point of view. 
Another important characterisation of 
ethnography as a tool is that all knowledge 
and background are considered valuable and, 
for this reason, there is no single point of 
view more important than anothei 

This has been called the 'democratisation 
of knowledge*, that is, an interpretation "that 
simultaneously depnvileges our academic 
inquiry while serving to help recover ideas 
and practices from other points of view ~ 
whether of marginal or oppressed peoples, 
whether close to home or geographically and 
culturally remote" [Rose, 1990:11] Thus, 
working with ethnography as a methodology 
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Has been deemed to be dnakcmaiivc approach 
to analysis by a significant branch ot the 
social sciences whose results are qualitatively 
different and whose main goal is “to grasp 
(he native's point of view, his relation to life 
to realise his vision of his world** 
(Malinovsky, in Spradley 1980 3) “to 
understand themselves and others, and to 
make sense ot the world in which they live * 
(Spradley 1980S] This view is based on 
three premises or principles First, “human 
beings act towards things on the basis ot the 
meanings that the things have for them* 
Second “the meaning ot such things is 
derived from, or arise out ot the social 
interaction that one has with one's tel low" 
Third, “Meanings are handled in, and 
modified through an interpretative process 
used by the person dealing with the things 
heencounters*’(Blumer,in Spradley 1980 8| 
Spradley continues to say that “none ot the 
sources for making interences - behaviour, 
speech, artefacts - is foolproof, but together 
they can lead to an adequate cultural 
description" (Spradley 1980 10) 

In summary the question to ask is whether 
ethnography is not a possible methodology 
with a qualitative dimension in the context 
of social sciences including economic 
behaviour of human beings Having seen the 
predictive capacity ot traditional techniques 
as well as their generally partial recognition 
of other techniques to accommodate the 
totality of forces that must determine such 
behaviour one could say that a qualitative 
dimension has to be added lo 'economic 
enquiry 

Interdisciplinarity and Epish moiogy 

Further explanations are needed, perhaps 
especially tor this particular audience' 
Interdisciplinarity has been discussed by 
Craig (1993) According to him ihe common 
notions of theory today arc different from 
those of the 1970s when more or less everyone 
knew what a theory (e g, talsifiability and 
the possibility ot empirical generalisations) 
was For him the existence ot so many theories 
right now does not mean that they have 
become more sclentitic Actually ' the new 
schools ot interdisciplinary theory show little 
resemblance to traditional forms ot theory 
in the empirical sciences" [Craig 1993 29) 
Addressing the changes in notions of theory 
and implicitly in the notion of science itself, 
he also underlines "a blurring ot the boundary 
between theory and practice* In his own 
words 

the epistemological holy trinity 
(explanation, prediction and control) has 
become deeply problematic as attention has 
been drawn to the potentially constitutive 
role of theory in social life given a 
constitutive rather than just an explanatory 
function, theory must address other issues 
and pursue other goals in order to justify 
ttadf as an activity (Craig 1993 30,31) 


Let us also discuss the epistemological 
foundations in social sciences Take, in 
particular, the capacity to generalise in the 
social sciences Whether this is possible or 
not depends on the approach and philo¬ 
sophical base on which each author relies 
One could argue that, if a social science 
applies rigor and formalisation, tor example, 
economic theory, it should be able to 
generalise laws as well as other fields do, 
tor example, tax incidence theorems in the 
case of economic theory Rigour and forma¬ 
lisation in order to establish general laws are 
understood commonly as traces of positivist 
sciences more than any other On the other 
hand tor authors in other social sciences, 
who have expressed a fear that there is a 
'crisis’ in social science research metho¬ 
dology the possibilities of generalisation 
are not a determinant issue For example, 
when Davis and Jasinsk i (1993) discuss recent 
transformations, they open the door for 
considering the new experimentation that is 
going on in many fields of social sciences 
This experimentation goes hand in hand with 
the so-called postmodernist approaches and 
it is obvious that, from this perspec live, there 
is no clear interest in the feasibility of 
generalisation 

lo sum up, there is no doubt that social 
sc fences are passing through a serious process 
of change, but this change does not have the 
same perspective among the different 
branches While tor some this atmosphere 
is seen in the context ot the mam scientific 
activities for others the same atmosphere 
transcends intra theoretical interests ot 
science and involves extra-theoretical 
interests We see this as a crisis in the field 
which has developed despite the progress 
and maturity already achieved In the same 
vein, the solution for such a crisis must 
incorporate mainly three factors the search 
tor interdisciplinary work the improvement 
ot all those activities that comprise scientific 
acti vines, and the consideration of discussing 
more deeply theepistcmologtcal foundations 
ot an idea such as a generalisation ot human 
behaviour 

Knowledge and Postmodernism Selected 
Vii ws qe Non-Economists 

It should be pertinent to illuminate 
ourselves - economists - ot the views of 
researchers in other social sciences on 
epistemology and the nature of know¬ 
ledge For example, Adorno, belonging 
to the Frankfurt school of epistemology, 
says 

the invocation of science its rules of the 
game, and the exclusive validity of its 
methods in which it has been developed, 
has come to be a prerequisite for the control 
that censors the freedom of thought Control 
does not tolerate more than it has approved 
methodologically from the spirit Science, 
the medium of autonomy has degenerated 


into an neveronomous appiinwuK lAwnKt 
1972 190) 

From this early discussion the disagreement 
with the positivist stance ot modem social 
sciences begins to be clear, especially m 
concerns about method, the consideration ot 
whether a subject or an object is the case, 
and the inevitable presence ot values while 
accumulating knowledge 
Subsequent developments reflect similar 
views For example, Vasco speaking about 
knowledge and interests, discusses Habermas 
who, in the late 1970s, detailed how the role 
ot conducting science is not the supposed 
neutral activity periormed by positivist 
scholars Vasco's point of view following 
Habermas is also that the relationship 
between knowledge and interests responds 
to two kinds of interests extratheoretical and 
mtratheoretical The first ones are all those 
mediations present in scientific work such 
as the economic and ideological status of the 
scientific person as well as his or her political 
orientation On the other hand the second 
ones arc the inherent mediations ot the 
theoretical work itself Among these last 
ones the interests of prediction and control 
location and orientation and emancipation 
are the most significant The point to underline 
here is that according to Vasco these interests 
arc the guidelines for ihe empiric analytic 
the histone interpretative (hermeneutic) and 
the critical social disciplines in social 
sciences [Vasco 1989] 

Foucault is another recent source who has 
contributed lo additional elements to the 
distance between modernism and 'post 
modernism on these issues For him each 
period has a distinctive worldview or 
‘episteme from which is detei mined the 
nature ot knowledge For instance looking 
at medical-history he showed how the 
discourse from the 18th century is different 
from that of the 19th century not as a result 
ot a change in the system as such or in tht 
theones but for only one fact creation ot a 
scientific structure about individuals 
[Foucault 1994] In the same vein, according 
to him, people do not establish the condition 
ot discourse, rather discourse formation itself 
determines the definition and place ot the 
person in the scheme of the world Moreover 
in the structure of any discourse there are 
rules, but these rules arc related not only in 
the ways people talk but also in the nature 
of knowledge, power, and ethics that people 
possess m a particular period of tune 
A third example is Lyotard Discussing 
about the postmodern condition he mentions 
that the best way of understanding some of 
the issues related to scientific knowledge is 
through language For him, for 40 years, 
sciences and technologies have been based 
on language (eg, phonology, linguistic 
theories, cybernetics, algebras, etc) Accord¬ 
ing to turn, the ensis today is a crisis of all 
those narratives that m the past were supported 
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through metikKsccmnessQrii as the dialectic 
of the spirit, the hermeneutics of sense, or 
the emancipation of the reasoning subject 
orwoikcr. For him postmodemity is the 
incredibility of those metadiscourses. The 
narrative function isdispersed today inclouds 
of linguistic elements, each one of them 
transporting pragmatic effects. There are, 
therefore, many games of different languages. 
The postmodern knowledge must refine our 
sensitivity to differences, uncertainty and 
incommensurability, even as the logic of 
people who decide is directed toward com* 
mensurability, efficiency and operativity 
(Lyotard 1937]. 

A fourth example is Wieczbicka. For this 
scholar, who has considered the inherent 
problems of translation through the lexicons 
of different languages, not everything that 
can be said in one language can be said in 
another. In particular she has considered the 
traditional western dichotomy between body 
and mind. Going back to Descarte's dicho¬ 
tomy, Wierzbicka points out that when 
Descarte was speaki ng about this distinction, 
lie was using the French words <corps> and 
<ame>; <ame> being not equivalent to mind 
despite it translation into English as mind. 
<Ame> comes from a French folk concept 
that mean ‘soul 1 and is associated with 
emotions. Moreover, following historically 
the meaning of mind in English, tor her the 
concept in the past appears to have meant 
something ratherdifferent from what it means 
in the present day. In other words, the old 
concept of mind was associated also with 
emotions, for example, in the usage by 
Shakespeare. On the contrary, she points out 
that the modem concept of mind is focused 
on the rational character of human beings 
more than the emotional character, as 
recognised in the old concepts of soul and 
mind. The concept of mind is, moreover, a 
English folk concept without exact 
equivalents in French, German, Latin, and 
perhaps in many other languages (Wierzbicka 
1992].* Thus, the dichotomy of body and 
mind is followed in the western empiricist 
and rational tradition, with the production 
of theory following this pattern even today. 
This is based on a reification of mind as a 
universal category that underlines the rational 
character of thinking and knowing in contrast 
with any other possibility. 

Despite the various trends, there is a 
common trait from which stems the biggest 
difference between a modem concept and a 
postmodern concept. This trait is how we are 
knowing, whom, for what, and why. One 
important element that underlines modernism 
today is its high confidence in human beings 
as rational and conscious entities. However, 
it should not be forgotten that “it is only a 
characteristic of western cultureto be infected 
by the incurable disease of rationalism" 
(Walicki 1979:103]. And it is such excess 
of rationalism from which is derived the 


gre^paitofthcep^ conceptions 
about the way we know in the context of 
social sciences in western culture. Notions 
and values given to measurement, neutrality, 
objectivity, generalisations, social and cog¬ 
nitive evolutionism, and homogenisation 
are meanings on which the positivist and 
modem social sciences put a blind faith 
without questioning such concepts. An 
element addressed by postmodernism, on 
the other hand, is the old positivist illusion 
that we know in a very neutral way and 
without interest. It postulates that through 
scientific discourse we are participating in 
society and we are producing social discourse 
permeated by ethics and relations of power; 
but scientific discourse is only one kind of 
discourse among several other possibilities. 

A final element that permits us to observe 
another significant differentiation between 
modernism and postmodernism is that 
associated with the role of language and 
representation. The modem tradition is in 
expressing reality mainly through a neutral 
and cold language in order to maintain 
objectivity. Reality may thus be reduced to 
a unilineal context where one reads lines but 
not ‘in between* lines. Similarly, it is thought 
that language docs not go beyond grammar, 
syntax, and logic. On the contrary, under the 
postmodern approaches there are many 
explorations that attempt to take language 
beyond this limit. For example, researchers 
are using figures such as metaphors, irony, 
story telling, metonyms,and poetry to identify 
elements related to other conceptions of time 
and logic that are different from western 
conceptions [Shcrzer 1987]. 

Even the scientific narrative is being 
questioned from this premise (Clifford and 
Marcus 1986]. For example, there is an 
interesting question directed to the common 
belief about language use in the scientific 
literature. Is a paper written in an impersonal 
manner and in the third person more scientific 
than a paper which is written in first person? 
Similarly, another question in this direction 
points toward the value of literature. What 
happens in the case of language use in 
literature that can sometimes describe 
‘universal* characters and cross-cultural 
realities without taking all those filters used 
by researchers through samples, statistics, 
experiments and measurement? 

To conclude this survey, postmodernism 
certainly isposing interesting questions, and 
as indicated earlier, it was only our intention 
to underline some of the epistemological 
elements that we see in postmodernism in 
contrast with modernism, to which various 
rationalist-empiricist branches belong. Thus, 
in general, the central contrast between 
modernism and postmodernism is how 
knowledge accumulates. In particular, what 
calls our attention is how our ‘minds' have 
been conditioned by the characteristic 
homogenisation of the western view and, of 
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modernism and progress without weighing ; 
other alternatives. 

Epistemologically speaking, traditional 
quantitati ve methodologies are characterised 
by the dominant tendency based on the 
premise that research must be objective, 
without normative values and following a 
pattern that attempts to maintain a style of 
conducting research akin to the natural; 
sciences. Indeed, the assumption seems to 
be that if we are doing a statistical study we 
are doing a scientific study. 

IV 

Concluding Remarks 

This paper attempted to develop a line of 
thinking among econometricians regarding 
their approach in coming to conclusions and 
making predictions regarding economic 
behaviour. It first surveyed the advances 
made in econometric estimation techniques 
while noting well known shortcomings. 
Second, it challenged the econometrician to 
think along new lines and to fully com* 
prehend what is being left out of the under¬ 
standing of human behaviour by pursuing 
purely positivist/quantitative approaches in 
social sciences such as economics. 

In the case of the purely quantitative 
approach, the point was made that 
confinement to this approach may result Hi 
economic reality and its behavioural cor¬ 
relates to be oversimplified in the com¬ 
mitment to generalisation. Whilequantitattve 
techniques are equipped to take care of 
qualitative factors and variables - through 
use of dummy variables in econometrics - 
the use of the technique is defined and 
constrained by the hypothesis to be tested. 
In other words;'quantitative methods of 
analysis provide a methodology for testing 
and/or verification of hypotheses and 
theories, but lack a framework for formulation 
of new and alternative hypotheses. 

Further, in its claimed objectivity and 
neutrality, the semantics of the language 
used and expressed by informants or parti¬ 
cipants in the research process may actually 
suffer. A typical example can be found in 
the criticism made of some western sciences 
(in particular, their theories and metho¬ 
dologies) which have defined, in many cases, 
universal standards based on their own 
patterns - say the individual utility function 
- interpreted as the 'normal* patterns and 
calling all those that do not conform to such 
pattemsas primitive, abnormal, substandard, 
underdeveloped and so forth. From a more 
general perspective, the expressed criticisms 
of the quantitative approach are a reaction 
to its positivist orientation which emphasises 
the fact of knowing as a correspondence 
between reality and measures, without dis¬ 
tinguishing those aspects of human reality 
which cannot be measured. 
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Correspondingly, criticisms have been 
made of the purely qualitative approach as 
welt Ofpnmaiy sigificance is the argument 
advanced that qualitative approaches are 
neither rigorous not systematic That is, it 
is often claimed that qualitative research is 
unscientific and subjective, which does not 
allow for generalisations, that can be made 
possible by putting together the "three ele¬ 
ments central to all scholarly activity sub¬ 
stantive theories, formal models, and em¬ 
pirical data" [Rosengren 1993 9] Similarly, 
other criticisms are related to the lack of 
internal validity, the lack of use of empirical 
resources, and the lack ot replicability m the 
research process [Johnson 1990] 

Traces ot a similar discussion appear in 
comparisons and contrasts between the so- 
called modem and postmodern approaches 
The paper pointed out that, among some ol 
the ‘new* arguments proposed by scholars 
in favour ot a radical change in the traditional 
positivist perspective in social sciences is the 
perceived need lor an interdisciplinary 
approach, or blurred genres ,ic the recog¬ 
nition that 4 the boundary between social 
sciences and humanities has become in¬ 
distinct Scholars in many disciplines have 
become free to shape their work in terms of 
its necessities rather than received ideas as 
to what they ought or ought not to be doing" 
(Craig 1993 28] 

The present discussion suggests the pos 
sibility ot a blend of the quantitative and 
qualitative approaches providing a superior 
tramework for comprehending and predicting 
human behaviour The qualitative metho¬ 
dology has opened up the need to and pro vided 
tools to capture alternative 'points of view', 
with the associated impact on observed 
behaviour and decision-making The 
philosophical underpinnings of the qualitative 
approach reject the logic ot generalisations 
tor human beings at large suggesting that 
homogeneity with respect to the purpose at 
hand is potentially possible only within 
smaller groups The qualitative approach 
therefore, provides methods of identifying 
such groups, which process constitutes a first 
step towards the formulation of a testable 
hypothesis or theory The quantitative 
approach would enter the picture here, 
providing a tramework tor testing the intra¬ 
group homogeneity and inter-group variation 
being postulated by the qualitative methods 

In conclusion, using econometrics and 
ethnography for illustration, the paper 
attempted to demonstrate that the central 
differences between quantitative and quail 
ttrtivc approaches, as they stand today, are 
epistemological in nature They especially 
appear to be differences related to how we 
know what we know In the case, for example, 
ot quantitative approaches, the fundamental 
premise is that there exists a correspondent e 
between human reality and measurement 
On the contrary, tor qualitative approaches, 


the critical issue is to capture variation, 
specially when not measurable For example, 
here language is more than a tool for com¬ 
munication, it is viewed as a phenomenon 
particularly human, emphasising not only 
what people say, but how That is, language 
becomes a special, diagnostically valuable, 
and exclusively human phenomenon An 
attempt has been made to suggest a blend 
of these two approaches so as to capture and 
consolidate the msightsofferedby both This 
could provide a framework for supporting 
more realistic predictions regarding human 
behaviour 

Notes 

[Prepared for a lecture delivered by P Shome at 
Thirty-Second Annual Conference of The Indian 
Econometric Society Bangalore March23,1996 
Comments from Surekha Rao and S S Sivakumar 
are gratefully acknowledged The opinions 
expressed are those of the authors and not 
necessarily of any institution unless otherwise 
specified ] 

1 This does not mean that all ethnographic 
methods are qualitative This is because 
ethnograph con also include quantitative 
approaches [Johnson 1990] However the 
qualitative ethnographic approach is used for 
illustration here 

2 Broadly time senes can be classified into two 
kinds trend stationary senes which contain a 
deterministic time trend and can be made 
stationary by deleting this component A 
difference stationary senes on the other hand 
involves acumulotiveterm so that differencing 
the senes makes it stationary 

In order to ttst the hypothesis that a time senes 
is trend stationary against the alternative that 
it is difference stationary, the following model 
is estimated 

y, = - + n y., + pt + e, 

The process is classified os difference sta 
nonary if p a I and p = 0 and trend stationary 
if |p| <1 The testing of this hypothesis has 
come to be referred to os the Dicky-Fuller test 

4 It should be mentioned here that the boyesian 
approach docs not recognise the study of 
parameters The stales (of nature) are all 
associated with probabilities which are based 
on pnor information or beliefs of the subject 

5 Note that in many Indian languages the word 
*enr' is separable from neither 'mind* nor 
"heart or 'soul' as typically used m English 
This is to be interpreted as a composite non 
separable concept 
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A Critique of Hindutva-Brahminism 

SiuicThara 

Why I Am Not a Hindu: A Sudra Critique of Hindutva Philosophy, Culture 
and Political Economy by Kancha Uaiah; Saniya (an imprint of Bhatkal and Sen ) 
Calcutta. 1996; Rs 120. 


KANCHA ILAIAH’s thesis in this tender, 
angry, witty and altogether original little 
volume is that the caste question assembles 
in an open, secular mode the multiple and 
polymorphic claims to egality and justice 
emerging in the country today. Two 
propositions further the argument: (a) the 
structural scope of present-day Hindutva 
becomes apparent only when it is read as 
designed to update an (increasingly 
destabilised) upper caste-class dominance, 
and (b) caste is integral to the culture of 
capital in India. 

Going by nothing more than the surprising 
developments at the centre post-1996 
elections even, those who arc most sceptical 
about the question of caste may be forced 
to admit that there is something in what he 
claims. Issues of caste, ot secularism, of a 
decentralisation of relations with neighbour¬ 
ing 'Muslim’ countries, have coalesced and 
taken dramatic turns in the unexpected 
alliances and polarisations that have emerged 
in electoral politics. Alongside, that is, the 
only too evident unease, the sense of affront, 
subliminal and pervasive (very often spilling 
over into overt derision) that the working- 
caste persons of the new IJF government 
evoke in the middle-class and its media. 

Why / Am Not a Hindu is structured to 
address both these spheres of power. It is 
of little immediate import whether these are 
described as state and civil society or political 
economy and culture/ideology. Thus, the 
relatively more familiar analytical mode of 
llaiah's discussion of market relations, state 
power, social organisation, education, 
science and technology is positioned in a 
territory that is simultaneously being 
reconfigured in terms of distance, address, 
accountability, genre, ethic and affect. 
Through a series of far-reaching conceptual 
and aesthetic initiatives Uaiah elaborates a 
critique of Hindutva-brahminism and creates 
- summons up, nurtures, theorises, affirms - 
a new dalitbahujan 1 point of view: a voice, 
its location, its orientation, its vision, its 
taste, its structure of feeling. 

The fashioning of the argument in this 
book has required the political will and the 
intellectual acumen to make those myriad 
subtle, strategic moves dial together shape 
and set in motion the critique it proposes. 


the subjectivities that it affirms and the 
secular-democratic claims it presses. Theory 
here is engaged, historical: a ‘tool-kif, (to 
use a now-famous image), not a system. It 
is “an instrument, a logic of the specificity 
of power relations' 1 and the not always visible 
or recognised “struggles around them. 112 
Clearly the point is not to describe the caste 
system (a 'Manuvaadi 1 effort) or to affirm 
a primordial caste identity and celebrate/ 
preservethe 'rich plurality 1 of Indian cultures 
(as in still influential anthropological 
discourses). The point is to set in motion 
machineries that will undermine, if not 
annihilate, a brahminical order of things. 

The parallel that conies immediately to 
mind is Frantz Fanon’s The Wretched of the 
Earth , "[TJhis book is scandalous 11 . Sartre 
wrote in his famous preface. “The tone is 
new. Who dares to speak thus?... And if you 
murmur, jokingly embarrassed, 'He has it 
in fot us 1 the true nature of the scandal 
escapes you: for Fanon has nothing in for 
you at all... he speaks of you often, never 
to you... he bends... language to new 
requirements... and speaks to the colonised. 11 ' 
If the true nature of the scandal is not its 
denunciation of the coloniser, what exactly 
is it? The real scandal of Fanon 1 s text, its 
most offensive impropriety (and hence the 
danger as much as the fascination), is its 
transgression of the multiple proprieties that 
maintain and reproduce colonial power. It 
contravenes or ignores the structure of 
authority, and the decorums of address, the 
arrangements of accountability, the systems 
and assumptions ot knowledge, and a myriad 
other regulative norms that constitute the 
cultural economy - one might think of it as 
a poetics of reality-of imperial France. 
Worse (in the sense of more scandalous), it 
readies arrangements of self and community 
aimed at subverting and replacing that order. 
Why I Am Not a Hindu has much in common 
with Fanon*s classic, 
llaiah turns to his own experience and to 
the everyday lives of those around him in 
order to develop his analysis of dalitbahujan 
history, culture and political economy. He 
mines this territory, of which he has i nti mate, 
organicuknow ledge for the resources with 
which to resist and challenge the hegemonic 
imperative on his own life. 


_ reviews :. 
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Despite the 'loud* assertions to the contrary 
(“the newspapers that I read, the T V that' 

I see, keeps assaulting me, morning and 
evening, forcing me to declare that X am 
Hindu... {Indeed] the government an&ffte 
state themsel ves have become big advertising ' 
agencies 1 ') there is nothing in comitton\ 
between the life-worlds, the interests anti;, 
the aspirations of the dalitbahujans of/ 
India and those of upper-caste Hindu- ■ 
brahvninism. In fact they are irreconcilably 
opposed. Yet, 

Suddenly since about 1990 the word 1 
'Hindutva' has begun to echo in our ears, 
day in and day out, as if everyone in India 
who is not a Muslim, a Christian or a $ikh; 
is a Hindu. I am being told that I am a Hindu: ’ 
I am also told that my parents, relatives and; 
the caste in which we were born and brought 
up arc Hindu. This totally baffles me. 

...1. indeed not only f, but all of us, the 
dalitbahujans of India have never heard the 
word - not as a word, nor as a name of a 
culture nor as a name of a religion - in our 
childhood days. We heard about Turukootlu ‘ 
(Muslims), we heard about KirLuianaptwilu 
(Christians), we heard about Bntmnimlu 
(Brahmins) and Komatoollu (Baniyas) 
spoken of as people who were different from 
us Among these four categories, the most 
different were the Bapanoollu and the , 
Komatoollu. There arc at least some aspects; 
of life common to us and the Turukooitu and 
the Kinstianapoollu. Wc all eat meat, we all 1 
touch each other... The only people with 
who wc had no relations whatsoever were 
the Bapanoollu and the Komatoollu. But 
today wc arc suddenly being told that we 
have a common religious and cultural, 
relationship with them This is not merely 
surprising, it is shocking... In fact the very 
sight of this saffron-tilak culture is a. 
harassment to us (p xi). 

The passage just cited provides a feel of 
both the method and the argument in this 
book, a large part of which is written in the. 
first person, sometimes iifthe singular and 
at others in the plural. There are accounts 
of growing up in a ‘kurumaa’ (shepherd) 
household, of being taught the skills and 
knowledges (the sciences and technologies) 
of sheep-rearing, wool-processing and! 
community living. Another chapter deals 
with the violence of the upper-caste 
classroom (and all classrooms arc uppers 
caste insofar as the educational system itself 
is brahminical) in which his very presence 
is resented, and with the debilitating effect 
of a Hindu curriculum. 

Right from school upto college our Telugu 
textbooks were packed with these Hindu 
stories... What difference did it make to us 
whether we had an English textbook that 
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talked about Milton's Paradise Last or 
Paradis* Regained, or Shakespeare's 
QtheUaox Macbeth orWordsworth's poetry 
about nature in England, or a Telugu text- 
. book which talked about Kalidasa's 
Meghasandesham , Bommera Potanna's 
Bhagavatam or Nannaya and Tikkana’s 
Mahabharatham , except the fact that one 
textbook was written in twenty-six letters 
and the other in fifty-six? We do not share 
the contents of either; we do not find our 
lives reflected in their narratives. We cannot 
locate our family setting in them. In none 
of these books do we find words that are 
familiar tous. Without the help of adictionary 
, neither makes sense to us (p IS). 

Another chapter describes the alienation of 
the city with its brahminical public and 
private spaces (have you ever tried to locate 
a restaurant that serves dalit food and has 
pictures of dalit goddesses and dalit heroes 
on the walls?). 

A major strand that runs through the weave 
of the book is gender relations. Here again 
thecritiqueof brahminical modesis strikingly 
counterposed with the practices in working- 
castes. Thus. 

If a Dalitabahujan woman has a relationship 
with a man who is not her husband, the 
relationship does not remain a secret. The 
entire waada discusses it. Even the children 
of that family come to know about it. 
Particularly when the father and mother 
quarrel, every aspect of life becomes public. 
No quarrel hides inside the house... The 
father abuses the mother right in front of the 
children and the mother will pay back in the 
same coin then and there. The children are 
witness to ail that..*. The 'bad* and the 'good* 
of life are learnt at quite an early stage. 
Each one of these practices are discussed 
in terms of morality and immorality. But 
this morality and immorality is not based 
on a divine order or a divine edict. It is 
discussed in terms of the harmony of the 
families... (p 5-9). 

As against that. 

Discussion of sexual behaviour is taboo in 
Hindu families. Mothers are not supposed 
to talk to daughters about their sexual 
experiences. The father's atrocities against 
the mother cannot be discussed in Brahmin 
or Baniya families... A wife is supposed to 
put up with all the atrocities that a husband 
commits against her; the more a wife puts 
up with her husband's atrocities, the more 
she is appreciated (p 9). 

In contrast to the docile 'feminine* Sites and 
Saraswatis of the Hindus, who live in the 
Shadow of their husbands, the dalitbahujan 
goddess Pochamma's role is not restricted 
by her gender. 

She is the person who protects people from 
all kinds of diseases. She is the person who 
cures the diseases. Nobody knows about 
Pochamma's husband. Nobody considers 
her inferior or useless because she does not 


have a husbiutd.Pochamma ra Independent. 
She does not pretend to serve any hum Her 
relationship to human beings is gender- 
neutral, caste-neutral, doss-neutral.., she 
understands all languages and all dialects. 
The people can speak to her in their own 
tongues. A Brahmin can speak to her in 
Sanskrit; an English person can go and talk 
to her in English (p 92). 

The real question here is not which is 
belter, dalitbahujan or Hindu? The real 
question is: what are the resources - personal, 
political, imaginative - that are lost to Indian 
feminism as a result of its Hindu-brahminical 
norming. A heartwarming feature of the 
book is the serious attention paid loquestions 
of gender (an extreme rarity in upper-caste 
male scholarship) and the ready 
acknowledgement of the influence of 
feminism. 

In its bourgeois-male mode the 
autobiographical genre focuses on the 
distinctive individual and on lives that are 
exceptional and therefore worthy* of 
admiration and perhaps emulation 1 '. In 
dalitbahujan or feminist hands the genre 
opens out onto shared experience that is of 
ritual significance to the contests on hand. 
It is the typical, not the exceptional, that is 
of interest. What the genre enables is an 
engagement with closures and exclusions - 
here the corporeal and spiritual repression 
of caste - in the conjunctural complexity as 
well as the detail of their historicity. 4 

The emphasis in this study-cum-manifesto 
also is on the invisibility, indeed the 
repression, in the 'Indian' imagination (since 
brahminical values and knowledges are also 
specifically 'anti-dalitbahujan’) of the lives, 
the worlds, the knowledges, the skills, the 
values, the narratives, the philosophical 
systems, the religious beliefs and practices 
of the huge majority of the women and men 
of this country. The questions that emerge 
address all the key areas of our communal 
life. What systematic destruction, what 
squandering of resources - material, ethical, 
scientific and imaginati ve - docs it represent? 
Where does the leverage against Hindutva 
come from - an abstract secularism or the 
lives, the bodies, the aspirations of the 
dalitbahujans. Could it be the hold of 
traditional upper-castc intellectual that has 
resulted in our schools and universities 
becoming mere "text-book recitation 
centres"? Is the brahmin base of Indian 
science, for instance, responsible for its 
remaining 'mantric* and derivative? Would 
a science that retained its connection with 
production and with the working-castes have 
been technology-based, experimental and 
responsive to social requirements? What is 
the difference between upper-caste and 
dalitbahujan markets? Has "the most 
revolutionary of theories (Marxism) in India 
fallen into the hands of the most reactionary 


social forces - the Brahmins, the Bamas ahd 
the neo-Kshatriyas"? An India that aspires 
to be egalitarian, secular, scientific aftd 
rational calls for a dalitisation, as against a, 
Hinduisation, of its institutions, knowledge 
systems, ethics. 

In refreshing contrast to most existing 
scholarship, Ilaiah avoids configuring 
brahminism as religious precept or ritual 
order, presenting it instead as contemporary 
practice, as cultural, economic and political 
power in today's world. Contemporary 
Hinduism, he suggests, is re-working its 
alliances to retain its hold, not only over the 
apparatuses of state and of civil society, but 
also over Indian capital and over radical 
movements such as marxism or feminism. 
What all this puts paid to is the nco- 
brahminical notion that caste is an archaism 
that is being resurrected today by casteists. 

Clearly what we have here is a different 
lake on Hindutva. which has hitherto been 
predominantly read as a communal, rather 
than casteist or capitalist. What may not be 
•so obvious is the transformation implicit 
here of the notion of identity and of identity 
politics. The carefully sculpted dalitbahujan 
identity that emerges here in critical 
opposition to brahminism is not in any way 
primordeal. It represents, to draw on Anne 
Ccsairc's formulation, "a concrete, not an 
abstract coming to consciousness". It is an 
identity that is shaped in the very political 
conjunctures we are traversing; an identity 
designed to tak'* on the full scope of the 
ethico-politichl tasks of iiv world: an identity 
engaged in the making ot history. 

It should come as no surprise, therefore, 
that the discussion is structured around some 
of the most contentious ot current issues, 
many of which emerge strikingly transformed 
by the supplement of dalitbahujan politics. 
Among the questions asked are: how might 
Hindutva be configured as a caste politics? 
How would this affect, not only the present 
engrossment with its communal face, but 
our understanding of communatism itself? 
How might the supplement of caste rewrite 
class politics? How might the thesis of the 
dalitbahujan woman as its subject transiorm 
Indian feminism? Indian marxism? Indian 
jurisprudence? How might we gauge the 
scale of this transformation? What exactly 
is Indian literature? What is its function 7 
How might we characterise the design and 
project of a subaltern study? What is the 
nature of its theoretical enterprise? Who is 
an organic intellectual? How are organic 
intellectuals and subaltern studies related? 

A key chapter raises the thorny question 
of the emerging upper-sudra, what Itaiah 
terms the 'neo-kshatriyu*. castes and their 
involvement with Hindutva. Other sections 
discuss markets, marriage, work, the 
curriculum, jurisprudence, technology and 
science, cuisine, linguistics, philosophy. 
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sexuulfty, the 4pm Ilaiah Succeeds in 
demontirnting that caste, like gender, 
structures every aspect of our society, and 
that it would be difficult to locate a 
contemporary institution or discipline that 
is not already saturated by caste politics It 
is an awesome achievement, made all the 
more powerful by the terse earthiness of his 
style 

It is difficult to imagine a contemporary 
Indian whom this analysis of the caste 
question will not profoundly excite 1 use 
the word advisedly, to draw on its everyday 
senses to arouse, inspire, infuriate, as well 
as on its etymology (ex-cite) to summon 
into another/alien context, disturb, displace, 
re-frame 

What about disagreements, reservations 
questions 7 No doubt there will be many of 
these There will be those who may feel that 
the Account of dalitbahujan'hfe is too rosy, 
the claims unmodulated, others who find his 
formulations wild "How can he possibly 
call 'ammalakkala muchchtulu’, (the 
deliberations of the mothers and sisters) a 
jurisprudence } That is nothing more than 
field gossip', a (male) friend protested, yet 
others find the description of the upper- 
castes insulting, still others who consider the 
analysis too Mamchean, too binary the 
overlay of class analysis restrictive, the 
humanism too utopian 


I tmuft confess that, reared as I had been 
on a strict regimen of brahminica! 
assumptions and enthusiasms, when I first 
read this book (m manuscript) I did sometimes 
find its dalitbahujan advocacy overstated, 
the anger against brahmmism chilling Two 
tumultuous years later, the caste question 
seems to have sui faced literally all over my 
world in the women 1 s movement in 
feminist theory, in Marxist parties, in the 
student movement, in poetry and literary 
criticism, in the classroom, in film theory, 
on my telephone line, m the swimming pool, 
in research, in the university administration 
and, most recently in the prime ministerial 
chair I have been forced to eat strong meat 
As I reread the book in 1996 it truly 
astonished me how much more modulated 
the tone appealed how much the book had 
improved 

There are however problems and questions 
that icmatn It the dahtbahujans are the real 
socialist resource for this country, how do 
we understand what confronts us today the 
caste question as posed by what might be 
described as a strong and emerging backward 
caste, regional bourgeoisie** How does one 
explain the primarily backward-caste 
constituency o! the Shiv Sena 0 Are there not 
problems, structurally similar to those 
produced by the feminist homogenisation 
of 'women m a catch all category like 


'dahtbahujan'? Is there n# a tortios, 4 
disjuncture, between the widened Scope m 
the caste struggle as it is described here and 
the singular divide-dalitbahujan vs 
Hindutva-brahmimsm that is repeatedly 
invoked? Wilt a theory that posits caste as 
the major contradiction not run into the same 
problems as one that treats class in that way 7 
Can issues of gender and community be 
collapsed into issues of caste * 

Notes 

1 llaiah coins the term dalitbahujan combining 
the Ambedkarun dolit which means 
suppressed and exploited people and Bahujon, 
which means majority Bahujan was first u*ed 
by the Buddha and then by Phule before the 
BSP introduced it into current discourse to 
refer to SC\ and OBCs 

2 Michel Foucault in Colin Gordon (ed) Powetf 
knowledge Pantheon New York 1980 p 145 
The notion originates in a discussion between 
Foucault and Gilles Deleuzc Donald Bouchard 
(eds) ljuntfuugt Counter Memory Prattue 
Cornell University Press Ithaca 1977 p 208 

1 J P Sartre preface to 7 he Wretthed of the 
Forth Penguin Harmondsworlh 1967(1961) 
pp8 9 

4 Compare the damning exposure of the secrets 
of the normative territory of American legal 
life in the autobiographical essays of the black 
feminist lawyer Patricia Williams in The 
Alihem\ of Rate and Rights Harvard 
University Press Cambndge 1991 
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Energy: Optimist Scenario 

B Sadhakan Reddy 

Power Surge: Guide to the Coming Energy Revolution by Christopher Flavin 
and Nicholas Lenssen; W W Norton, New York and London, 1994; pp 382, 
$ 10.95. 


FOR the past two decades, starting with the 
1970s, the world has been confronted by a 
series of crises in the field of energy. First, 
the steep rise in oil prices by the Organisation 
of Petroleum Exporting Countries (OPEC) 
which crippled the economies of oil- 
importing countries. Second, the threat to 
the environment due to increase in 
Urbanisation, rise in per capita energy 
consumption, felling of forests, etc. Then an 
apparent shortage of energy and now the 
problem of global warming due to greenhouse 
gas emissions (released mainly by burning 
coal and petroleum products). Under these 
circumstances only the hardened optimists 
can believe that the future energy scenario 
will be bright. Flavin and Lenssen belong 
to that rare breed of optimists. 

In this book, the authors have provided 
considerable insights into the availability 
and utilisation of renewable energy 
technologies and natural gas. According to 
them change is an incremental process along 
well worn paths. The authors visualise the 
need for improvements in energy 
productivity as well as in energy utilisation. 
The authors articulate a new energy paradigm 
that suggests change in the energy usage 
patterns. They champion the importance of 
renewable sources and emphasise the need 
for energy efficiency and demand-side 
management. However, they do not consider 
mtyortechnological advances. They are also 
sensiti ve to the impact of energy consumption 
on environment and global climate change. 
Their recommendations refer to the next 
three to five decades. The authors draw up 
reasonable forecasts. A range of scenarios 
are developed upon which they base their 
forecasts. These scenarios are compared with 
those of Inter-government Panel on Climate 
Change (IPCC) and World Energy Council 
(WEC). 

In various energy scenarios, including 
those of IPCC and WEC, we observe an in- 
depth analysis of fossil fuel sources and 
electricity consumption but no quantitative 
estimation is made of biomass resources. 
Also, there is a lack of detailed assessment 
of the impact of energy efficiency measures 
and technology improvements. No mention 
is made of renewables but we find extensive 
discussion on nuclear energy. These are 
! based on the assumptions that technological 
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advancements proceed slower in the future 
and developing countries will continue to 
use technologies that ate inefficient and 
environmentally not benign. Overall, a 
gloomy picture of energy scenario is painted. 
Many of these assumptions are not realistic 
in nature and those who propagate them 
cannot see a sustainable energy future. It is 
regrettable that the same assumptions are 
used by most of the energy agencies and 
planners. 

However, new thinking may come from 
unexpected quarters, like the authors of this 
book. The future energy path, according to 
the authors, is characterised by high levels 
of energy efficiency, extensive use of 
decentralised technologies, heavy reliance 
on natural gas and a gradual shift to 
renewables. 

Essentially the conclusions arc very 
simple. The authors argue, convincingly, 
that there is an enormous scope for energy 
conservation and carrier substitution. 
However, these significantly obviate the need 
for greater expenditure on supply-side 
sources. There are a host of new technologies 
that will allow renewables to power, which 
however, need significant investments. The 
technological and institutional changes, the 
authors visualise, have hardly been imagined 
by other energy experts. But there is ample 
proof that these changes would occur. 
Otherwise, the very survival of the human¬ 
kind is at stake. To put this in their own 
words “coming energy revolution will have 
profound effect on the way we work and 
live, and the health of the global environment 
on which we depend". 

The book consists of four sections. The 
first one. ‘Pressures for Change’, deals with 
the impact of oil shocks (of 1973 and 1979) 
which completely changed the world energy 
scenario and forced the energy planners to 
look hack at their assumptions on future 
energy demand. A new era has dawned 
where energy conservation and efficiency 
improvements played an important role in 
reducing energy consumption by 10 per cent 
(at 1973 levels). The authors are confident 
that future generations will be less dependent 
on petroleum products and electricity and 
opt for renewables in a big way. Generally 
a transition from one technology to another - 
wood to coal, coal to oil/electricity - took 


significant time to gathfe? tnomentufri. 
However, with their non-renewable nature 
and also increasing concern about the 
environmental degradation diet these fuels 
cause, a switch to environment-friendly 
renewables may not take such a long time. 

The second section, 'Power brokers', 
emphasises the importance and relevance of 
energy conservation and renewable sources 
of energy like solar and biomass. How one 
can do more work with less energy (through 
conservation) is discussed here. The barriers 
for efficiency improvements and the need 
for incentives are discussed. The authors 
conclude that highly efficient technologies 
will make it possible to run the factories on 
solar energy and fill our gas tanks with 
hydrogen. 

The third section, ‘Energy in Society’, 
deals with transportation.building and power 
sectors. The reduction in energy consumption 
through new designs, efficient modes and 
various demand-side management options 
are discussed. These options not only reduce 
the fuel for power generation but the need 
for new capacity as well. The authors argue 
that the utilities should be rewarded not for 
how much capital they spend for generating 
electricity but for their ability to provide 
cost-effective and environmentally clean 
technologies. 

The fourth section, ‘Energy Futures’, 
envisages a bright future for renewable 
sources of energy and natural gas. Various 
scenarios are developed. According to the 
world view of the authors, energy in future 
will be used in an efficient way and the 
renewable sources of energy play a dominant 
role. 

The authors have done well to emphasise 
the role of energy conservation and its 
environmental implications. Quantification 
of these is a relatively recent trend and 
further efforts should render these 
considerations essential in evolving energy 
plans and policies. The end-use patterns and 
their relationship with user profiles, however, 
does not provide any new insights. 
Bibliography is comprehensive and the 
references cover a period of three decades 
or so till 1994. The presentation is lucid, but 
suffers from being concise and there are 
avoidable repetitions. The book remains 
readable all through. Tables and charts are 
helpful, though not uniformly incisive. 

This book is recommended to energy 
researchers, planners, consultants and 
students of energy policy and planning. It 
serves as a reference material and best 
purchased by libraries. The volume Is 
attractively produced and appeals to the 
reader. 
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Political Budget Cycles in India 

Kunal Sen 
Rajendra R Vaidya 

Political Business Cycle Theories argue that opportunistic incumbent political parties attempt to manipulate policy 
instruments prior to elections in order to increase the probability of being re-elected. In this paper the authors test 
the empirical implications of these theories for the Indian economy. They find a distinct increase in both the budget 
deficit and in its monetisation in the years leading to an election. No evidence is found of an electoral cycle in output . 
While the aggregate price behaviour is found to be unaffected by elections, there is some evidence of a pre-election 
increase in the price of manufactured products. 


I 

Introduction 

THE conceptualisation of the policy-maker 
as a "social planner’ who maximises the 
collective welfare of society as a whole is 
true of most theories of macroeconomic 
policy. Implicit in this conceptualisation is 
the view that the policy-maker is a passive 
agent that can be programmed like a machine. 
In reality, however, policy-makers rarely 
behave in this manner. They are, in fact, like 
all other agents, responding actively to 
incentives and constraints that are placed 
before them. 

One branch of macroeconomic theory that 
has tried to explicitly introduce the political 
factor into models of economic policy¬ 
making are the political business cycle (PBC) 
theories. In particular,these theories attempt 
to capture the possible incentives that 
incumbent political parties/govemments may 
have to manipulate policy instruments before 
elections. There are two strands in this 
literature, the pre-rational expectations 
theories (Nordhaus 1975, Lindbeck 1976] 
which argue that there will be large cycles 
in output and employment during the time 
of elections (along with cycles in 
macroeconomic policy variables and 
inflation), and the post-rational expectations 
school [Rogoff and Sibert 1988, Rogoff 
1990, and Persson and Tabellini 1990] which 
claim that there would be increases in the 
budget deficit, money supply (via 
monetisation of the deficit) and inflation 
during the time of the elections but deny the 
presence of a significant political business 
cycle. 

There have been several studies that have 
tested the empirical implications of these 
theories [such as Frey and Schneider 1978, 
Tufte 1978, Alesina and Roubini 1992 and 
Alesina,Cohen and Roubini 1993]. However, 
these studies have dealt exclusively with 
advanced industrialised economies. There 
has been much less attention paid in the 


literature to the less developed countries. 1 
One reason for this could be that very few 
countries of the developing world have been 
democracies for a reasonable amount ot 
time. An exception to this is India who has 
been a democracy ever since she became a 
republic in 1950. 

Our purpose in this paper is to examine 
whether, in fact, the predictions of these 
theories are consistent with policy, output 
and price behaviour in India. The question 
wc ask is, does one observe electoral cycles 
in macroeconomic policy variables and in 
inflation and output in India for the period 
1951-1989? A previous attempt to test the 
validity of politico-economic models for 
India is Kamik (1990). 2 In this paper. Kamik 
finds evidence of an increase in the growth 
rate of real government expenditures during 
the time of elections. There are, however, 
four serious limitations of Kamik’s study. 
Firstly, it looks at electoral cycles in only 
government expenditures. However, PBC 
theories predict it is in the budget deficit 
(and not necessarily in government 
expenditures) that we will observe political 
cycles. Secondly, Kamik looks at total 
government expenditures (i e, consumption 
plus investment expenditures) and not at Us 
components. However, PBC theories predict 
that it is only government consumption 
expenditures that would increase during the 
time of elections, with government 
investment expenditures actually being 
reduced. Thirdly, Kamik does not ask how 
the increase in government expenditures has 
been financed - an important empirical 
implication of the PBC theories is that the 
increase in the budget deficit that occurs 
during the time of elections would be 
monetised. Finally, Kamik does not trace 
the implications of the study's finding that 
there has been an increase in government 
expenditures during the time of elections to 
the behaviour of output and prices in India. 

In this paper, we attempt a more detailed 
investigation of political budget cycles in 


India by examining the behaviour of several 
macroeconomic policy variables such as 
government consumption (or current) expen¬ 
ditures, government revenues, income taxes, 
the budget deficit (in the current account), 
the monetisation of the deficit, and govern¬ 
ment investment (capital) expenditures. We 
also study whether there have been political 
business cycles in India by examining the 
behaviour of output and prices. 

We find strong evidence of a political 
cycle in the budget in India. However, the 
results are weaker when we analyse the 
components of the budget, such as current 
expenditures, current revenues, income taxes, 
and capital expenditures. Wc And strong 
evidence of the pre-electoral increase in the 
budget deficit being financed by money- 
creation. We find that there is no clear 
evidence of an increase in the inflation rate 
during the lime of elections. However, 
looking at the behaviour of sectoral prices, 
one finds evidence of an increase in industrial 
prices in the election period (with no election 
year effect on agricultural prices). Wc also 
find that output is unaffected by election 
year increases in the budget deficit and money 
supply, indicating the absence of a political 
business cycle in India. The rest of the paper 
is organised in four sections. Section II 
reviews the political business cycle theories 
and highlights their empirical implications. 
In Section III, webrieflydiscuss the electoral 
process in India. Section IV presents the 
results. Section V concludes. 

II 

Political Business Cycle Models 

As mentioned earlier, almost all macro- 
economic models consider political factors 
to be exogenous. The political busincsscycle 
approach attempts to trace the implications 
of the fact that political and economic factors 
interact withone another. In this section, we 
provide a brief summary of the empirical 
implications of different PBC models* 


2023 


, Political Weekly July 27, 1996 


In PBC models there are two new players 
who are ignored in other models, they are 
voters and political parties Differing 
assumptions regarding the behavior of these 
two sets of players give rise to different PBC 
models Typically voters may be assumed 
to have adaptive or rational expectations 
and political parties may be assumed to be 
opportunistic (i c, parties are vote maximisers 
or in other words incumbent parties put sue 
policies expected to maximise votes in the 
next elections) or ideological/partisan (i e 
different parties maximise different objective 
functions depending on the ideologies they 
adhere to and their supporting groups) 

The idea of an ‘opportunistic political 
business cycle* was first formalised by 
Nordhaus (1975) He assumed opportunistic 
parties and non rational voters (1 e voters 
are assumed (o have adaptive expectations 
and are myopic in the sense that they vote 
on the basis of government performance just 
before elections) Nordhaus considers an 
economy characterised by an exploitable 
Phillips curve over inflation and unemploy 
ment In his model an incumbent party 
increases its probability of being re-elected 
by pursuing expansionary fiscal and mone 
tary policies that temporarily raise output 
and employment m the year prior to an 
election The empirically testable implica 
(tons of his model are two fold Firstly 
incumbent parties would stimulate aggregate 
demand before elections so as to generate faster 
growth and reduce unemployment Secondly 
the inflationary consequences of such a pol icy 
would be countered in post election period 
by a contraction These predictions have not 
received widespread empirical confirmation 
[see forexample McCullum 1978 and Alesina 
and Roubini 1992] 

The lesults obtained in Nordhaus s model 
depends greatly on the assumptions ot 
adaptive expectations and myopic behaviour 
on the part of voters It economic agents had 
rational expectations then elections being 
anticipated events an expansion in aggregate 
demand in the pre election period would be 
anticipated by agents and hence would not 
lead to any output increase Moreover it 
voters were forward looking and cared only 
about the post election performance ot the 
government, then they would not assign any 
weight to what the government does in the 
pre-election period Recognising this the 
government then would have no incentive 
to inflate the economy pnor to an election 

A new class ot models were then developed 
that incorporated rational expectations and 
forward looking voter behaviour (called 
rational political business cycle (RPBC) 
models in the literature) These models 
examine how politicians can influence voter 
behaviour by short run policy manipulations 
via the budget In these models both voters 
and parties are assumed to be rational utility 


maximising agents with the same utility 
function (i c, governments care about 
unemployment, inflation and government 
spending in the same way as private agents 
do) Like the Nordhaus-type models, these 
models also assume opportunistic behaviour 
on the part of governments (the latter 
however get an additional welfare from 
being mot I ice) The models also assume an 
information asymmetry between voters and 
incumbent political parties regarding the 
‘competence* of incumbent parties in 
administering the production process ol 
public goods (government services) 
Different governments are characterised by 
different levels of competency and more 
competent governments (incumbent political 
parties) can achieve higher government 
services with less taxes The information 
asymmetry in these models is that m any 
given period incumbent parties are assumed 
to know their own competence while voters 
learn about the parties competency only 
with a one period lag Since voters prefer 
a more competent party incumbent parties 
would have an incentive to exploit this 
information asymmetry and try and appear 
as competent as possible before election 
These models assume that administrative 
performance is correlated over time so that 
an incumbent party has an incentive to ignal 
to the voters that it is doing well This gives 
rise to an electoral cycle in macroeconomic 
policy An important characteristic of such 
models is that voters cannot be systematically 
fooled in equilibrium and thus political parties 
are constrained in their opportunistic 
behaviour as compared to the older Nordhaus 
type models 

Rogoff and Sibert (1988) demonstrate that 
electoral cycles in taxes government 
spending and money growth can arise in an 
equilibrium signalling process The empm 
cally testable predictions of their model arc 
as follows (a) in order to appear more i om 


potent, meumbew parties wquid cut (Axes 
and/or increase government expenditure 
before elections leading to a rise in the pre¬ 
election fiscal deficit and (b) these deficit* 
would be monetised implying a pre-elouion 
rise in the growth ol money supply How 
ever, the effect of monetisation on 
inflation is only felt with a one-penod lag 
so that there would be a post-election rise 
in inflation 

In Rogoff s (1990) non-monetary model, 
the locus is on government expenditure on 
consumption and investment Government 
investment expenditures increase product! 
vity and efficiency but its cf teas are observed 
by voters only with a one-period lag 
Government consumption expenditure, on 
the other hand is directly observed by the 
voters In order to appear more competent 
before elections, incumbent parties would 
have an incentive to increase the more 
visible consumption expenditures and 
decrease investment expenditures The 
empirically testable implication ot this model 
is that m pre election periods incumbent 
parties would shift expenditures in favour 
ot consumption and against investment 
leading to a distortion in the public spending 
programme 

The RPBC models predict opportunistic 
electoral cycles in policy variables like taxes 
government consumption and investment 
expenditures deficits money growth and 
inflation with little or no cycleinreal vanables 
such as output and employment Hits is in 
direct contrast to the older Nordhaus typt 
models which predict large electoral cycles 
in national income and employment At an 
empirical level the RrBC models have 
received some support (see Alesina Cohen 
and Roubini 1993] 

Another important cl iss of political 
business cycle models are the partisan 
theories of the business cycle In partisan 
models different political parties represent 
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the interests o t different constituencies and 
when In office* follow policies which are 
favourable to their supporting groups, in 
particular, leftist parties are interested in 
reducing the unemployment rate while 
rightist parties would instead reduce the 
inflation rate While earlier ‘partisan' models 
[such as Hibbs 1977] predict systematic and 
permanent differences in the unemployment/ 
inflation combination chosen by different 
political parties, more recent models which 
incorporate rational expectations and 
forward-looking voter behaviour [such as 
Alesina 1987] predict temporary partisan 
differences in output and unemployment 
and permanent partisan difference* in the 
inflatmq rate 

However, it is not possible in the Indian 
context to apply partisan models of the 
business cycle As we will argue m the next 
section, this is because it is difficult to 
characterise those political parties that have 
won elections at the centre m India as being 
unambiguously right-wing or left-wing We, 
therefore, restrict ourselves in the paper to 
test the predictions of only the opportunistic 
models of the political cycle 

III 

Elections in India 

India has had a system of universal adult 
suffrage evei since she became a republic 
in 1950 Between 1950 and 1989 India has 
had nine general elections (i e, elections to 
the Lok Sabha or the lower house in 
parliament) The election years in the time 
period under consideration were 1952,1957, 
1962, 1967 1971, 1977, 1980, 1984, and 
1989 Over the years there has been a distinct 
upward trend m voter turnout which indicates 
an increasing involvement of the electorate 
An important feature of elections in India, 
as evident from various opinion polls, is that 
people generally vote more for the political 
party than for the candidate [see Butler, 
Lahin, and Roy 1989] 

India has a multi-party system and no 
party has survived over the last 40 years 
without splits or amalgamations It is difficult 
in the Indian context to unambiguously 
characterise most of the political parties as 
left-wing or right-wing except those with 
distinct left-wing credentials such as the 
Communist Party of India (CPI) and the 
Communist Party of India-Marxist (CPI(M)) 
Such a characterisation is somewhat 
straightforward in countries with a two-party 
system Whenever there have been changes 
in the party in power (this happened in 1977, 
1980, and 1989) it is impossible to say 
whether a more rightist or more leftist party 
came to power We assume that the identity 
of the party in power is irrelevant to those 
aspects of economic (i e, fiscal and monetary) 
policy analysed in this paper 


The Indian Constitution stipulates that 
general elections in India be held every five 
years. While chi* has not always been the 
case, most governments have completed their 
term in office. The exception, in the time 
period under consideration, is the mid-term 
election of 1980 The 1980 election poses 
a problem for we have seen from the earlier 
section that a key assumption of PBC models 
is that elections are perfectly anticipated 
both by the incumbent parties and the voters 
It can be argued, however, the mid-term 
election of 1980 was not entirely an 
unanticipated phenomenon given the fact 
that the government at that time had been 
formed by a coalition of non-Congress parties 
and it was generally perceived that this 
coalition was inherently unstable 

An important difference between the 
western democracies and India is that since 
the first Indian general election, a single 
party, the Congress Party, has been in power 
for 37 of the last 42 years It could be argued 
that in a country where one party dominates 
political life so that the probability of it 
losing the elections is very low, there is little 
incentive for it to engage m distortionary 
cycles in macroeconomic policy Rogoff 
(1990) has argued however, that even m 
dominant-party systems, the parly's leaders 
care about their party’s margin of victory 
since a higher margin not only increases 
their ability to govern the populace but also 
enables them to contain internal dissent 
within the party Moreover, in the Indian 
case, the Congress Party has never captured 
more than 50 per cent of votes in elections 
to the parliament (with one exception, the 
1984 election), apart from facing defeat in 
the 1977 and 1989 elections 

In our analysis we consider the timing of 
elections to be exogenous Given the 
possibility ol mid-term elections and the 
prerogative of the party m power to decide 
the dates of the next election, it would have 
been interesting to consider models where 
the timing of elections is endogenous The 
data set and the empirical methods used do 
not allow us to do this 

IV 

Empirical Evidence 

As we have seen in Section II, RPBC 
theories predict that governments increase 
current expenditures and reduce current 
revenues (such a* income taxes) and capital 
expenditures before elections These theories 
(as well as the Nordhaus type models) also 
predict that the increase in the budget 
deficit that occurs before the election is 
often financed by increased borrowing from 
the central bank (i e, these deficits are 
monetised) 

A common implication of the Nordhaus 
type and the RPBC models is that the pre¬ 


election demand-side policies followed by 
the incumbent party would leadfoan increase 
tn the inflation rate (especially in the post¬ 
election period) However, where these 
theories differ is m their predictions about 
the growth rate of output While the 
Nordhaus-type models imply that there 
would be a large increase m output growth 
during the time of elections, RPBC theories 
deny the existence of the political business 
cycle 

We first test the predictions ol these 
theories with respect to the fiscal policy 
variables To test these predictions, we 
assume that all fiscal policy variables 
considered follow a partial adjustment 
mechanism of the following type 

(X/Y), - (X/Y) tl = (1 - X) [(X/Y)’, 

-(X/Y)J + Ul (1) 

where X is the fiscal policy variable under 
consideration, Y is Nominal GDP, X is the 
adjustment coefficient (between 0 and i), 
(X/Y)* is the desired ratio of X to Nominal 
GDP,andu ( istheent>rterm Approximating 
(X/Y)* by a constant, C, we can write (1) 
as 

(X/Y), * (1 - k)C + A.(X/Y) t , + u, (2) 

The above specification follows 
conventional wisdom on the specification of 
the dynamic behaviour of fiscal policy 
variables in India [see Kn&hnamurthy, 
Saibaba and Kazmi 1985, pp 40] For each 
fiscal policy variable considered, one can 
run a regression of the form given m (2), 
adding a dummy to capture possible election 
year effects AH the regressions are run with 
annual data from the period 1951-89 1 

We firsi look at the government current 
account fiscal deficit, which is the difference 
between government current expenditures 
and revenues Both the traditional and 
‘rational 7 Political Business Cycle models 
imply that there would be an increase in this 
deficit before elections Note that in India, 
current expenditures are called revenue 
expenditures and current revenues are called 
revenue receipts Therefore, the relevant 
fiscal deficit here is therevenue deficit which 
is the difference between revenue 
expenditures and receipts We specify a 
dummy variable (D) uhich takes a value 
equal to one m the election year and the year 
preceding the election and zero otherwise 4 
Denoting the ratio of the revenue deficit to 
nominal GDP as RDY, we obtain the 
following result (t-ratios in square brackets, 
the superscript * denotes significance at the 
5 per cent level) 

RDY=~0 0064-1-0 98*RDY(-1) +0 003*D 
I-044J [l 4 * »*] [2 44*] 

R 7 = 0 88, Durbin's h » 0 68 

There is clear evidence of an increase in 
the revenue deficit in the years leading to 
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an election. The election dummy It 
statistically significant at the 5 per cent 
level and has the right sign. While the 
Political Business Cycle models imply an 
increase in the fiscal deficit, they are vague 
about whether the pre-clectoral fiscal 
expansion will occur through an increase 
in current expenditures or a decrease in 
current revenues or both. We next analyse 
two components of the revende deficit, 
expenditures and receipts. 

We denote the ratio of revenue expen¬ 
ditures to nominal GDP and the ratio of 
revenue receipts to nominal GDP by REY 
and RRY respectively. We then have the 
following results: 

REY »0.003 + 0.99*REY(-1)+0.0013*D 
[0.76J [28.85*] [0.55] 

R 2 = 0.96, Durbin's h = -0.49 

RRY « 0.005 + 0.98*RRY(-1) - 0.002*D 
[1.27] [22.06*] [-1.07] 

R 2 « 0.93, Durbin’s h = 0.39 

In the three equations reported above, the 
coefficients of the lagged dependent variables 
are dose to one (and the R-squares of the 
regressions are high). This may indicate a 
possible non-stationarity in the three 
variables. To overcome this problem, we re- 
estimated the three equations in terms of 
first differences and found that the election 
year dummy remained significant with 
respect to RDY. 5 

Political Business Cycle models predict 
that in the years before an election, revenue 
expenditures will rise (relative to nominal 
income) while revenue receipts will 
fall. One finds that the election dummy, 
while having the right signs, is not 
statistically significant in either of the two 
regressions. 

It can be argued that among components 
of revenue receipts, income taxes are the 
most sensitive to electoral policy mani¬ 
pulation. Denoting the ratio of income taxes 
to nominal income as ITY, we obtain the 
following result: 

ITY » 0.004 + 0.65*ITY(-1) - 0.0004*D 
[2.99*] [5.94*] [-0.86] 

R 2 * 0.46, Durbin’s h * 0.87 

Again, as in the case of revenue receipts, 
we obtain a negative (but statistically 
insignificant) sign on the election dummy, 
indicating a decline in income taxes(relative 
to nominal income) in the years preceding 
an election. The weak results obtained on 
components of the deficit could be because 
the choice of whether to increase expenditures 
or cut taxes will vary from election toelection. 
These results indicate that the incumbent 
party may not have increased current 
expenditures and cut taxes in every election. 
However, the strong result on the budget 
deficit indicates that the incumbent party has 

\ 
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election. 

Another implication of the RFBC models 
is that the incumbent party would cut capital 
expenditures prior to an election. Denoting 
the ratio of capital expenditures to nominal 
income as CEY, we obtain the result: 

CEY * 0.021 + 0.7l*CBY(-l) - 0.001*D 
[3.17*] [7.3*] [-0.33] 

R 2 » 0.60, Durbin's h * -1.36 

We find there is weak evidence in the 
Indian context of a systematic reduction in 
capital expenditures prior to an election. The 
election dummy, whi le having the right sign, 
is statistically insignificant. 

The last fiscal policy variable we look at 
is the monetisation of the fiscal deficit, 
which we measure by the annual change in 
the net credit extended to the government 
by the Indian central bank, the Reserve Bank 
of India (RBI). Denoting the ratio of the 
change of net RBI credit to the government 
to nominal income as CRCY, we get the 
result: 

CRCY=0.002 +0.66*CRCY(-I)+0.008*D 
[0.84] [5.65*] [3.32*] 

R 2 = 0.53, Durbin’s h = -0.08 

One finds strong evidence of an electoral 
surge in the monetisation of the deficit. 
Coupled with our weak result on capital 
expenditures, this implies that incumbent 
parties in India have preferred to monetise 
the pre-election increase in the current 
account deficit rather than adjust 
expenditures in the capital account. 

Turning now to the predictions of the PBC 
models with respect to the inflation rate and 
output growth, we present the regression 
results in the Table (these regressions were 
ran with annual data from 1951 to 1989). 

P, PA and PMF are the percentage changes 
in the wholesale price index for all 
commodities, primary articles and 
manufactured products respectively. CRQ is 
the percentage change in Real GDP. DQAG 
is the ratio of the deviation of actual real 
agricultural output from its trend to trend 
real agricultural output (where trend real 
agricultural output is obtained by fitting a 
linear lime trend to actual real agricultui?l 
output). DOIL is a dummy for oil price 
shocks and is equal to one in the years 1973, 
1974, 1979 and 1980, zero otherwise. D52 
is a dummy for the year 1952 (its inclusion 
wilt be explained when we discuss the 
regression results). D, as before, is the pre¬ 
election year dummy. D1 is the post-election 
year dummy and takes the value of 1 in the 
year of the elections and the year following 
the election year (zero otherwise). 

In the Indian context, two key determinants 
of price increases have been found to be 
agricultural supply failures and oil price 
shocks [on this, see Balakrishnam 1991 and 


BkMMiiMtytMd Loft) H9Q. 

1, we regress the inflation rate against a 
variable that captures agricultural supply 
ftiJurea, DQAG, lagged by one period, 
and a dummy for the oil price shocks of 
1973-74and 1979-80. We also use a dummy 
for the year 1952, where one observesa large 
decline in all prices (that cannot be explained 
by the variables considered in the 
regressions). In the regression, we find that 
the election year dummy, D, while having 
the right sign, is statistically insignificant. 
To see whether there is an increase in the 
inflation rate in the post-election period, 
rather than the pre-election period, in 
Equation 2, we substitute D with D1, which 
is the post-election dummy. Again, we find 
that the election year dummy. D1, is 
statistically insignificant. These results 
indicate the absence of an electoral rise in 
the inflation rate (either before elections or 
after elections) in India. 

One issue that has been raised in the 
literature on inflation in India is that the 
behaviour of sectoral prices -i e, agricultural 
and industrial prices - are often distinctly 
different. To examine this, we look at 
agricultural prices (approximated by the 
wholesale price index of primary articles) 
and industrial prices in Equations 3 and 4 
respectively. In Equation 3, we run a 
regression with agricultural prices (PPA) as 
the dependent variable using the same 
specification as in Equation 1, and find no 
significant election yeareffect on agricultural 
prices. 6 Repeating the same specification for 
industrial prices in Equation 5, we now find 
asigmficam election yeareffect on industrial 
inflation. 

A possible reason why the expansionary 
demand-side policies followed by the 
incumbent party prior to an election has 
not led to an increase in agricultural prices 
could be that the government has acted to 
neutralise the demand-pull effects of 
increased budget deficits by an appropriate 
commodity price stabilisation policy (such 
as increased imports of foodgrains or 
running down of government buffer stocks). 
Since a large proportion of the Indian 
electorate are net buyers of food (including 
a section of farmers) and since food 
constitutes a large component of the average 
consumer's expenditures, it would be in 
the interest of the incumbent party facing 
an election to insulate the electorate from 
any increase in food prices. The increase 
in industrial prices that one has found to 
occur in the election period could be due to 
the demand-pull effect of the expansionary 
macro-economic policies followed during 
this period. 

Finally, in Equation 5, we look at output 
growth. We find no evidence of a political 
business cycle in the Indian context, with 
the election year dummy statistically 
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mrigniflcatt While th if mete may follow 
from the arguments of the RPBC theories 
that anticipated demand-side policies have 
no teal effects, it could also be because of 
the presence of significant supply rigidities 
(such as infrastructural bottlenecks) in the 
Indian economy. 

V 

Conclusions 

This paper attempted a detailed 
investigation of the empirical implications 
of Political Business Cycle theories with 
respect to macro-economic policy, output 
and prices for the Indian economy. The 
major findings are as follows. 

(a) There is clear evidence of an increase 
m the revenue deficit in the yean leading 
to an election 

(b) Analysis of the components ot the budget 
(i e, revenues and expenditures) suggests 
that both are manipulated (1 e, revenues are 
decreased and/or expenditures are increased) 
leading to the finding reported above. On 
their own these components do not exhibit 
electoral cycles This implies that incumbent 
political parties have not singled out either 
of the components tor signalling their 
competence 

(e) The evidence *>n the manipulation of 
expenditures between consumption and 
investment suggests that this is not a fre¬ 
quently used signalling strategy 

(d) The incremental net RBI credit to the 
government to the GDP ratio shows a distinct 
electoral cycle 

(e) The rate of inflation displays a dynamic 
path which is not influenced by the election 
years An analysis of the two major 
components ot the price level, namely, the 
pnees of primary articles and of manufactured 
products indicates the presence ot an electoral 
cycle in the latter and not in the former 

(f) There is no evidence of an electoral cycle 
m output 

Generally speaking our results are 
supportive ot the PBC models This seems 
to indicate that political parties in India are 
opportunistic and use policy instruments at 
their command to increase the probability 
of being re-elected The predictions of the 
Nordhaus-typemodels with respect tooutput 
do not find much support 

Our finding that election years have no 
influence on outpqt is consistent with RPBC 
models which argue that the absence of real 
effects ts due to the fact that any anticipated 
demand side policies are neutral In the 
Indian context the absence ot real effects 
could be due to some special features of the 
Indian economy (indiabeingaless developed 
economy) like significant bottlenecks on the 
supply side. 

One surprising result is that election years 
have a significant and positive influence on 


die prices of manufactwedprodumbutno 
such Influence is found with respect to the 
prices of primary articles,This could indicate 
the caution with which political parties 
control the prices of primary articles because 
a rise in these prices in election years could 
be detrimental to the incumbent party's 
electoral prospects. 

Notes 

[Data on revenue and capital expenditures, revenue 
receipts and income taxes were obtained from 
various budget documents of the central 
government (actuals) Data on net RBI credit to 
the government till 1979 was obtained from 
Vasudevan (1980) Post-1979 data was obtained 
from various issues of the Reports on Currency 
and Finance Data on the Wholesale Price Indices 
were obtained from Centre for Monitoring the 
Indian Economy's Basic Statistics Relating to the 
Indian Economy, August 199*) Nominal and 
Real GDP (at factor cost) and Real GDP- 
Agnculfure were obtained from the Nuutmal 
Accounts Statistics published by the Central 
Statistical Organisation 
We acknowledge the research assistance of 
Sudipta Dutta Roy We also acknowledge the 
comments on an earlier draft by Ashima Goyal, 
Ajit Mishra and the participants at a seminar in 
the Indian Statistical Institute, New Delhi in 
January 1994] 

1 A notable exception is Edwards and Tabellim 
(1991) However, the focus of this paper is not 
political business (and budget) cycles but the 
relationship between political instability and 
specific fiscal policy actions in developing 
countries 

2 An alternative approach is developed by 
Boidhan (1984) who analyses the political and 
economic constraints and the impact of these 
on the functioning of the Indian polity and the 
democratic process He identifies three 
proprietary classes, the industrial capitalist 
class, the rich farmers and the professionals 
and analyses the nature of conflicts among 
these classes, their resolution and their impact 
on the public mobilisation of capital and its 
management Bardhan’s focus of analysis and 
the questions he asks are different from that 
of the PBC literature 

3 The sources of the data used in the empirical 
analysis are given in the appendix 

4 We also tried two other specifications of the 
election year dummy, one, where the dummy 
took the value of I only in the election year 
(zero otherwise), and two, where the dummy 
took the value I m the pre-election and the 
election year and -1 in the post-election 
year In both these cases, we found the results 
weaker than what has been reported in the 
paper 

5 it can be argued that ihe revenue deficit 
will tend to increase in the years of the two 
India-Pakistan wars. 1965 and 1971 To sec 
whether accounting for the above made a 
difference to our results, we estimated the 
relevant equations adding a dummy 
representing the war years and found that the 
coefficient ot (his dummy variable wav not 
significant 


6 We also ran the regress!ft substituting fo 
food price index for the price index for pnmaty 
articles and obtained similar results 
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ING.Si>BANK 

ING BANK N.V. 

(MUMBAI BRANCH) 

(Incorporated with limited liability in the Netherlands) 

■ a ... - .... 

BALANCE SHEET AS AT 1IST MARCH, 1996 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH, 19% 

(Rs in t)00s) 

(Rs m '000s) 

Schedule 

No 

As on 

31 3 96 

As on. 

31 395 

Schedule 

No 

Year ended 
31 3 96 

Year ended 

31 3 95 

CAPITAL & LIABILITIES 

Capital 1 

Contribution towards Capital 
Reserves & Surplus 2 

Deposits 3 

Borrowings 4 

Other Liabilities & 

Provisions S 

TOTAL 

ASSETS 

Cash and balances with 

Reserve Bank of India 6 

Balances with banks and 
money at call and short notice 7 
Investments 8 

Advances 9 

Fixed Assets 10 

Other Assets 11 

Loss as per Profit & Loss 

Account 

TOtAL 

Contingent Liabilities 12 

Bills for Collection 

Notes to Accounts 17 

313,340 

171,750 

0 

196,536 

3,530,934 

66,275 

313,340 

0 

0 

111,787 

0 

4,822 

I. INCOME 

Interest Earned 13 

Other Income 14 

TOTAL 

II. EXPENDITURE 

Interest Expended 15 

Operating Expenses 16 

Provisions and 

Contingencies 

TOTAL 

ID. PROFITALOSS) 

Net Loss for the year 
Profit/loss(-)brought 
forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer to Statutory 

Reserves 

Transfer to Other Reserves 
Balance earned over to 
balance Sheet 

TOtAL 

Notes to Accounts 17 

160,180 

57,015 

10,598 

1,454 

217,195 

_ 1 2^052 

173,416 

86,736 

2,970 

1,386 

49,317 

53 

4,278,835 

357,193 

1,379,000 

511,029 

1,576,078 

32,757 

338,147 

84,631 

4,278,835 

5,580,802 

Nil 

429,949 

19,425 

90,346 
50,015 
49,916 - 
39,693 
141.850 

38.704 

429.949 

257,511 

Nil 

263.122 

(45,927) 

(38,704) 

(84,63 P 

50,756 

(38.704) 

0 

(38.704) 

0 

0 

(84,631) 

(84,631) 

0 

0 

(38.704) 

(38,704) 

1 Notes and schedules to the accounts form an integral part of the 

Notes and schedules to the accounts form an integral part of the 

Balance Sheet 



Profit and Loss Account 



As per our report of even date 

. 





For and on behalf of 






HAR1BHAKTI & CO 



For ING BANK N V 


Chartered Accountants 






Sd/- 



Sd/. 


Chetan Desai 



S D NAYYAR 


Partner 



Chief Executive Officer - India 1 

Place Mumbai 






Date July 23. 1996 
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ING.ii>BANK 





ING BANK N.V. 





(MUMBAI BRANCH) 




(Incorporated with limited liability in the Netherlands) 



SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 

« 

(Rs in ’000s) 

| (Rs in *000$) ] 


As on 

As on 


As on 

As on 


31.3.96 

31.3.95 


31.3.96 

31.3.95 

SCHEDULE 1- CAPITAL 



SCHEDULE 5 - OTHER 
LIABILITIES AND PROVISIONS 



Capital (The Amount brought in 
by Bank by way or start-up 
capital as prescribed by RBI) 

313,340 

313,340 

I. Bills Payable 

II. Inter-office adjustments (net) 

III. Interest accrued 

IV. Others (including provisions) 

6,832 

0 

5,000 

54,443 

795 

0 

976 

3,05! 

TOTAL 

313,340 

313,340 

Note- Amount of Deposit kept in 



TOTAL 

66,275 

4,822 

S G.L. account with the RBI 
under S 11 (2) of the Banking 
Regulation Act, 1949 is 

Rs 20,00,000/- 



SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

# 


•SCHEDULE 2 - RESERVES & 
SURPLUS 

0 

0 

1. Cash in hand (including 
foreign currency notes) 

207 





2 

SCHEDULE 3 - DEPOSITS 



II.- Balances with Reserve Bank 






of India 



A I Demand Deposits 



(i) In Current Accounts 

356,986 

19,423 

0) From Banks 
(li) From Others 

II. Savings Bank Deposits 

7,861 

80,846 

17,676 

0 

1,563 

328 

(ii) In Other Accounts 

0 

0 

TOTAL 

357,193 

19,425 

III. Term Deposits 






(i) From Banks 

0 

0 

SCHEDULE 7 - BALANCES 



(ii) From Others 

90,153 

109,896 

WITH BANKS AND MONEY AT 



TOTAL 

—. 

111,787 

CALL AND SHORT NOTICE 



196,536 



B. (i) Deposits of branches 

"-- 

— 

1. In India 



196,536 

111,787 

(i) Balances with Banks 



in India 

(a) In Current accounts 

17,455 

5,306 

(ii) Deposits of branches 
outside India 

0 

I 

° 

(b) In Other Deposit 
accounts 

0 

i o 

TOTAL 

196,536 

111,787 

(u) Money at Call and 

Short notice 



SCHEDULE 4 - BORROWINGS 



(a) With Banks 

(b) With Other Institutions 

0 

0 

0 

55,000 

1. Borrowings in India 

281,300 


TOTAL 

17,455 

60,306 

fi) Reserve Bank of India 

0 



(n) Other Banks 

2.035,000 

0 

11. Outside India 



(lii) Other Institutions and 

629,200 


(i) In Current accounts 

6,671 

1,694 

agencies 

0 

(ii) In Other Deposit accounts 

0 

0 

A. Borrowings outside India 

585,434 

0 

(iii) Money at Call and 

Short notice 

1,354,874 

28,346 

TOTAL 

3,530,934 

0 

TOTAL 

1,361,545 

30,040 

Secured borrowings included in 

1 and II above - Rs Nil 



GRAND TOTAL 

1,379,000 

90,346 
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i ng Akbank 

ING BANK N.V. 

(MUMBAI BRANCH) 

(Incorporated with limited liability in the Netherlands) 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 


(Rs in *000$) 


SCHEDULE 8 - INVESTME 

I. Investments in India in 

(i) Government securities 

(ii) Other approved securities 

(iii) Shares 

(iv) Debentures and bonds 

(v) Subsidiaries and/or joint 
ventures 

TOTAL 

II. Investments outside India 

TOTAL 

GRAND TOTAL 
SCHEDULE 9 - ADVANCES 

A. (i) Bills purchased and 

discounted 

(ii) Cash credits, overdrafts 
and loans repayable on 
demand 

(iii) Term loans 

TOTAL 

B. (i) Secured by tangible assets 

(ii) Covered by Bank/ 
Government guarantees 

(iii) Unsecured 

TOTAL 

C. l. Advances m India 

(i) Priority Sectors 

(ii) Public Sector 

(iii) Banks 

(iv) Others 

TOTAL 

GII. Advances outside India 
TOTAL 

GRAND TOTAL 


As on 
31.3.96 


511,029 

0 

0 

0 

0 


511,029 


0 


0 


511,029 


360,340 


1,576,078 


605,310 

0 

970,768 


1,576,078 


429,597 

0 

210,575 

935.906 


1,576.078 


As on 
31.3.95 


50,015 

0 

0 

0 

0 


50,015 


As on 
31.3.96 


(Rs in '000s) 


As on 
31.3.95 



0 


50,015 


49,916 

0 

49,916 


49,916 


49,916 


0 

0 

0 

49,916 


49,916 


0 



SCHEDULE 10 - FIXED ASSETS 

I. Premises 

TOTAL (I) 

II. Other Fixed Assets (including 
Fumitune and Fixtures) 
Opening balance 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL (II) 

NET BLOCK (I + II) 

SCHEDULE 11 - OTHER 

ASSETS 

I. Inter-office adjustments (net) | 

II. Interest accrued 1 

III. Tax paid in advance/tax 
deducted at source (net) 

IV. Stationery and stamps 

V. Non-banking assets acquired 
. in satisfaction of claims 

VI. Others 

TOTAL 

SCHEDULE 12 - CONTINGENT 

LIABILITIES 

I. Claims against the bank not 
acknowledged as debts 

II. Liability of partly paid 
investments 

III. Liability on account of 
outstanding forward exchange 
contracts 

IV. Guarantees given on behalf of 
constituents 

(a) In India 

(b) Outside India 

V. Acceptances, endorsements 
and other obligations 

VI. Other it^ms for which the 
bank contingently liable 

TOTAL 



44,942 

4,960 

0 

(17,145) 


32,757 


32,757 


0 

44,942 

0 

(5,249) 


39,693 


39,693 


0 

0 

39.933 

3,611 

5,440 

46 

0 

0 

0 

0 

292,774 

138,193 

338.147 

141,850 



0 

0 

0 

0 

3,060,987 

36,129 

812,200 

75,400 

118.169 

39,684 

874,710 

106,298 

714,738 

0 

B3 

257,511 
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ING.ii>BANIC 

ING BANK N.V. 

(MUMBAI BRANCH) 

(Incorporated with limited liability in the Netherlands) 


SCHEDULES ATTACHED TO AND FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


(Rs in '000s) | (Rs in '000s) 


Year ended Year ended 
31 396 31 395 


SCHEDULE 13 - INTEREST 

EARNED 

I Interest/discount on 
advances/bills 

II Income on investments 

III Interest on balances with 
Reserve Bank of India and 
other interbank funds 

IV Others 

TOTAL 

SCHEDULE 14 - OTHER 

INCOME 

I Commission, exchange and 
brokerage 

II Profit on sale of investments 
Less Loss on sale of j 
investments 


III Profit on revaluation of 
investments 

Less Loss on revaluation 
of investments 


IV Profit on sale of land, 
buildings and other assets 
Less Loss on sale of land, 
buildings and other assets 


V Profit on exchange 
transactions (net) 

VI Income earned by way of 
dividends etc from 
subsidianes/companies and/or 
joint ventures abroad/in 
India 

VII Miscellaneous income 

TOTAL 




160,180 


33,103 

14,706 

(3,230) 

11,476 






SCHEDULE 15 - INTEREST 
EXPENDITURE 

I Interest on deposits' 

II Interest on Reserve Bank 
of India/Inter-bank 
borrowings 

III Others 

TOTAL 


SCHEDULE 16 - OPERATING 
EXPENSES 

I Payments to and provisions 
for employees 

II Rent, taxes & lightings 

III Printing & stationery 

IV Advertisement & Publicity 

V Depreciation on Bank’s 
property 

VI Local advisory board fees, 
allowances and expenses 

VII Auditor's fees (Including 
Rs One Lakh for 1994-95) 

VIII Law charges 

IX Postage. Telegrams, 
Telephones, etc 

X Repairs & Maintenance 

XI Insurance 

XII Other expenses 

Professional 

services 3,694 

Travel expenses 2,589 
Head office 
Administrative 
charges 14,159 

Others 6.237 

TOTAL 


Year ended 

Year ended 

31 3 96 

31 395 

i 

29.240 

1.360 


0 i 


26 

173.416 

_ 1.386 


31,304 

4,036 

1,188 

2,199 



_26,679 

86,736 


49.317 
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ING .Ii> BANK 


ING BANK N.V. 

(MUMBAI BRANCH) 

(Incorporated with limited liability in the Netherlands) 


(In Thousands of Indian Rupees) 

Schedule 17: Notes to the Financial Statements for the Year Ended March 31, 1996 

1 Significant Accounting Policies 

(a) General 

The accompanying financial statements of ING Bank NV - Mumbai Branch (’the Bank’) are prepared under the historical 
cost convention and conform to the statutory provisions and practices prevailing within the banking industry in the country 

(b) Transactions involving foreign exchange 

(0 Monetary assets and liabilities in foreign currencies including Foreign Currency Non-resident (*FCNR’> account balances 
under the FCNR Account Scheme arc translated at rates of exchange notified by the Foreign Exchange Dealers Association 
of India (‘FEDAI) at the year-end The resulung profits/losses are included in the profit and loss account 
(ii) Income and Expenditure items are translated at the exchange rates ruling on the dates of the transactions 
(ill) Outstanding forward exchange contracts and spot exchange contracts are revalued at rates of exchange prevailing at 
the year end and the resulting profits and losses are inducted in the profit and loss account as per the guidelines issued 
by FEDAI and the Reserve Bonk of India These are at variance with Accounting Standard - 11 on “Accounting for 
the effects of changes m Foreign Exchange Rates", issued by the Institute of Chartered Accountants of India, which 
requires the profit/loss on such revaluation to be amortised over the period of the contract The resultant effect of this 
variance with the Accounting Standard 11 is not ascertainable 

(c) Investments 

(i) Classification of investments between permanent and current is as decided by the management 
(u) Permanent Investments are carried ar cost Discount on purchase of permanent investments is adjusted against the cost 
of the investments and premium on purchase of permanent investments is amortised over the period to maturity Current 
investments are valued at lower of cost or market value 

(in) The ’cost of investments includes unamortised premium but does not include brokerage which is charged to the Profit 
and Loss Account 

(d) Fixed Assets 

(i) Fixed Assets arc stated at original cost of acquisition (including taxes, duties freight and other incidental expenses related 
to acquisition and installation of the concerned asset) less depreciation 

(ii) The assets are depreciated on the straighl-line method at the rates prescribed by Head Office (ING Bank N V , Netherlands) 
Depreciation is charged to the Profit and Loss Account on pro rata basis from the month following the date of acquisition 
The rates prescribed for each type of asset are higher than the rates specified in Schedule XIV of the Companies Act, 
1956 

(e) Revenue Recognition 

Interest income is recognised on accrual basis in conformity with the procedures prescribed by the Reserve B <ik of India 

(f) SUIT Benefits 

(i) The Bank has a separate recognised Provident Fund and has created a recognised Group Gratuity Fund for employees 
For Gratuity and Superannuation benefits to the employees, the Bank has made payments towards Group policies based 
on actuarial valuation by the Life Insurance Corporation of Ihdia The Bank is in the process of getting the Superannuation 
Fund recognised by the Income tax authorities 
(it) Provision for bonus has been made during die year 

(g) Net Proflt/flLoes) 

The Net Profit/(Loss) disclosed in the Profit and Loss Account is after providing for Taxes in accordance with the statutory- 
requirements and other usual and necessary provisions 

(h) Compliance 

The Bank has taken adequate steps to adhere to the guidelines and circulars issued by the Reserve Bank of India from time - 
to time 

(i) Advances 

No provision for doubtful advances is required to be made for the year taking into consideration guidelines issued by the 
Reserve Bank of India in this respect 

0) Head Office Administration Expanses 

The branch has debited Head Office Administrative Expenditure to its Profit and Loss Account and has claimed the same 
for tax purposes 

2 Notes Forming Part of the Accounts \ 

(1) Market Value of quoted investments is Rs 515,468 (Previous year Rs 50,060) 

(2) The contribution of U S Dollars 5 million equivalent to Rs 171 750 has been converted into capital after receiving approval 
from Reserve Bank of India in May 1996 the same has been considered for calculation of Capital to Risk Assets Ratio 

(3) Head Office Administration Expenses of Rs 14,159 are as claimed by the Head Office for the period from 1st January, 1995 
to 31st March, 1996 

(4) The Capital to Risk-Assets Ratio as at 31st March, 1996 has been assessed by the Bank at 9 89% on the basis of the attached 
financial statements and guidelines issued by the Reserve Bank of India in this behalf 

(5) Previous year's figures have been regrouped/rearranged wherever necessary 

v For ING BANK NV 


Sd/- 

lace Mumbai SD NAYYAR 

we July 23 1996 Chief Executive Officer - India 
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ingA»)bank 

ING BANK N.V. 

(MUMBAI BRANCH) 

(Incorporated wiih limited liability in the Nelbcilands) 

Auditors 9 Report on the Mumbai Branch of ING Bank N.V. under Section 30 of the 

Banking Regulation Act, 1949 


We have audited the attached Balance Sheet ol the Mumbai Branch ol ING Bank N V as ai 31st Match 1996 
and the relative Profit and Loss Account ol the Mumbai Branch of the Bank for the year ended on that date 
signed by us under reference to this i *port 

In accordance with the provisions of Section 29 of the Banking Regulation Act 1949 read with the provisions 
ol sub-sections (1 ) f (2) and (5) of Section 211 and Section 227 ol the Companies Act 1956, the Balance Sheet 
and the Profit and I oss Account togethei with the notes attached thereto are not required to be drawn up m 
accordance with Schedule VI to the Companies Act 1956 The accounts are therefore drawn up m conformity 
with Forms A & ‘B’ of the Ihird Schedule to the Banking Regulation Act, 1949 

1 We have obtained all information and explanations which to the best of our knowledge and belief were 
necessaiy for the purposes of oui audit 

2 The transactions which have come to our notice have been in our opinion within the powers of the Mumbai 
Branch of the Bank 

^ In our opinion proper books 1 1 the account as required by the law have been kept by the Mumbai Branch 
of the Bank so far as it appears from our examination of these books maintained and ptoduccd to us 
in Mumbai 

4 The above mentioned Balance Sheet and Profit and Loss Account of the Mumbai Branch of the Bank 
dealt with by this report are in agreement with the books of account 

5 In our opinion and to the best of our information and according to the explanations given to us the 
Balance Sheet and Profit and L oss Account, together with the notes thereon give the information required 
by the Companies Act, 1956, as amended in the manner so required for Banking Companies and on 
such basis As mentioned m Note l(b)(m) of Notes to Accounts the Piofit/f oss on revaluation of 
outstanding forward contracts is accounted by the Bank as per the guidelines issued by the Foreign 
Exchange Dealers Association of India and the Reserve Bank of India This is not in conformity with 
the Accounting Standard 11 issued by the Institute of Chartered Accountants of India Subject to this, 
the said accounts give a true and fair view in < ase of the Balance Sheet,of the state of affairs of the 
Mumbai Branch of the Bank as at 31st March, 1996 and in case of Profit and Loss Account, of the 
Loss of the Mumbai Branch of the Bank for the year ended on that dale 


For and on behalf of 
HARIBHAKTI & CO 
Chartered Accountants 

Sd/ 

Chctan Desai 
Partner 


Place Mumbai 
Date July 23, 1996 
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Hindus and Muslims: Towards a New Modus Vivendi 


Ramaswamy R Iyer 

The put post of this paper ts threefold (!) to analyse the wrong perceptions and formulations which have 
bedevilled pwper understanding of the grave national problem of making a multi religious society work (2) to stress 
the need for a national campaign for reconciliation and harmony and (1) to outline the agenda for such 
an exerc ise 


I 

THE use of the words communalism and 
secularism is by now so well established 
m this country that it may seem quixotic 01 
even pei verse to question it, and yet no two 
terms have had more unfortunate 
consequences lor our society than these 
They have obfuscated issues and clouded 
out understanding Not until we have got nd 
of the errors and confusions that they embody 
can wc hope to think purposefully about the 
problem that confronts us 

To those who are inclined to dismiss that 
opening statement as a piece of pedantry 
about words or as a sophisticated echo of 
the BJP philosophy the author’s plea is that 
they should suspend judgment and ponder 
the questions raised m this article 

II 

Perhaps the most setious problem that this 
country laces is the nit between the Hindus 
and Muslims which has widened in recent 
years Between the two communities there 
ts an uneasy relationship compounded o( 
varying degrees of prejudice mistrust, 
hostility and intolerance This is what we 
have in mind when wc use the word 
'tommunalism But how did this usage 
emerge 1 In its original sense the woid 
communal meant merely pci taming to a 
community as a whole (ic as distinguished 
from individual ) 01 relating to a commune, 
or community It did not (and does not in 
current English usage) have any adveise 
connotation However it has certainly 
acquired a pejorative significance in Indian 
usage There has been a long history ol 
Hindu Muslim conflict in this country, 
because it was a conflict between two 
communities it came to be described as 
communal conflict Fiom that usage the 
derivative communalism aiose with a 
distinctively Indian sense this was a 
contnbulion by India to the Fnghsh language 

In the sense in which the word is used in 
India communalism is essentially a Hindu 
Muslim phenomenon There is no serious 
Hindu Christian or Hindu Parsiconflict and 
despite the troubles m Punjab n is out good 
fortune that the Hindu Sikh relationship has 
not been badly damaged Theic may be 


occasional tensions or strains m the 
relationship between Hindus and other 
communities, but these are not major national 
problems, as the Hindu-Mu&lim alienation 
most certainly is The fact is that the advent 
of Islam and the emergence of a Muslim 
population m this subcontinent created 
problems which have not yet been fully 
resolved, despite the passage of centunes 
the British divide-and-rule policy aggravated 
them, and partition, far from being a solution 
merely created new difficulties, particularly 
for (the residual) India Hindus and Muslims 
still remain locked in a difficult partly 
adversary, partly co-operative relationship 
Wc must accept that leality and recognise 
the mutuality of prejudice mistrust and 
hostility between the two communities It 
needs to be noted that there arc very, very 
few members of either community who are 
able to regard members of the othci 
community simply as fellow human beings 
without any reference to their being Muslims 
or Hindus Further when a Hindu and a 
Muslim meet a hint of prejudice or hostility 
on the pan of one tends to find an echo in 
the other howcvci enlightened a person he 
or she may be prejudice and antipathy are 
stiongly reciprocal 

li in fact what troubles us is the unhappy 
relationship between Hindus and Muslims 
it is desirable to say so clearly rather than 
hide oui meaning undci the woid 
communalism The danger ol using that 
word is that we slip readily into thinking ol 
what it denotes as a characteristic which c an 
be attnbuted to particular individuals or 
groups We tend to say of ceitain individuals 
or organisations that they aic communal 
whereas they are merely exemplifying 01 
manifesting in varying degrees the prejudice 
and hostility which exist between the two 
communities Further 'communalism is 
always attributable to someone else we tend 
to assume that we ourselves are exempt f 10 m 
it But if there is a profoundly wrong 
relationship betv ecn the two communities 
it is hound to affect all of us to some degree 
at some tunc or the other 1 hat relationship 
of course operates only through individual 
members but m this case the whole is greater 
than the sum of its parts In each community 
thcic is a collective community wide miasma 
of assumptions prejudices and mtsfierccp 


tions about the other within which the 
individual member thinks, feels and forms 
his or her own ideas, and he or she in turn 
contributes to the continuance of those ideas 
and attitudes, and their transmission to the 
next generation (This is not to rule out the 
possibility of changes or even translor 
mations in those ideas and attitudes over a 
period of time ) 

No, we cannot remove the virus oi 
‘poison’ from the minds of individuals or 
groups without removing it from the 
relationship between the two communities 
Wc must address that relationship problem 
wc must promote mutual undci standing and 
accommodation wc must sec that the two 
communities learn to live together in 
harmony or at least without conflict lhal 
realisation and that approach are not 
facilitated by the glib word commjnahsm 

III 

Contusion is I ui there unfounded whui the 
issue of communalism gets combined with 
the majority mmoiity question Wc 
frequently hear references to majority 
communalism and minority command 
lism There art two components in this 
piece of muddled thinking 

The first is the tendency to assume ih it 
prejudice m the minds of Hindus has greater 
potential tor harm than prejudtee in the 
minds of Muslims bceause the tormei are 
larger in numbers That is not a self evident 
proposition It is a hypothesis whit h would 
need to be examined in the light of all the 
relevant factors such as the relative tohe* ion 
homogeneity and mobilisability of the (wo 
groups, the extent to which the prejudice in 
question is a driving force m either group 
the hold that particular political or religious 
leaders with strongly partisan views have m 
each, and so on, and these 1 actors may vary 
from place to place If what we wish to do 
is to remove inter community prejudice and 
hostility and promote amity the relative 
numbers of the two communities is of no 
great significance, it is neither necessary nor 
relevant to describe them as majority and 
minority communities Why then do we 
do so 9 

The reason is (and this is the second 
component of the muddle) that we tend to 
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assume that the larger numbers of one 
((immunity make it politic ally more powerlul 
than the other That again is not a self- 
evident proposition There arc a number of 
different kinds of majorities and minorities 
(ethnic, religious linguistic and other), but 
none of them i s ipso fac to a pol i tic al majon ty 
or minority In the political arena, the terms 
majority and ‘minority apply to parlies 
and not to other kinds oi groupings 
I'ndoubledly, religious linguistic ethnic 
tribal, caste and other loyalties do influence 
both paity groupings and voting 
predilections and may eventually result in 
differences in political power in parliament 
ind state Icgislaluies However that is a 
complex matter theie ts no simple 
iclationship between the numerical strength 
of a group (of whatever kind) and Us political 
influence In electoral politics a si/eable or 
even a relatively small group (icligious 
ethnic caste or whatever) can acquire 
significant power h is wrong to assume that 
the relative numbers of different groups 
nee essan ly constitute nu|ontiesor minorities 
m the political sense 
Whether under a Constitution which 
enshrines equahtv as a prmc iple and abjures 
distinctions on the basis of religion, race 
casi£ creed and so on the difference in 
numheis between two groups (religious 
ethnic or other) c an have signihc ant politic al 
consequences and if so whcthcian\ special 
compensatory oi equalising measures arc 
needed arc political uuestions thcyarequitc 
distinct from questions of inter group 
relationships I veil it there is no strong 
prejudice or antipathy between two groups, 
ihc question of ensuring fairness between 
the two in terms of politic al rights and power 
can still ansi ( onliaiiwisc even if perfect 
taimcss is assured in the politic al arena, two 
groups, as two distinct religious or culluial 
v Dirties could still remain loc ked in mutual 
antagonism Political questions could ot 
course aggravate or be exaceihated by 
cultural and icligious antipathies, however, 
it is an error to think that by finding answers 
to the political questions we can lorthwith 
improve the relationship between the two 
groups that is a matter which will have to 
be separately and earnestly addressed The 
words ‘majority’ and ‘minority’ belong to 
the vocabulary of politics, and it seems 
desirable to disentangle a discussion of 
communalism* from that terminology 
Moreover there is a certain danger m the 
terminology of ‘majority* and ‘minority 
communahstn Taking it for granted that the 
former is the mort harmful, we tend to 
become more tolerant or at least less critical, 
of the latter Even a mildly partisan speech 
or article by a Hindu leader or writer or 
organisation is liable to be condemned as 
communal or as showing communal 
tendencies . while even fierce and inflam 


maiory statenr?8ri?< T^Muslim leaders or 
organisations may be only gently deprecated 
or even partly excused as understandable 
Gradually, we reach a stage when the word 
‘communal’ tends to be applied only to 
Hindu leaders and writers who arc perceived 
to be partisan and not to their Muslim 
counterparts Indeed, some well meaning 
‘liberal’ Hindus go so far as to say that the 
mam problem thalthc country laces is ‘Hindu 
communalism’ In saying this they may be 
guided by excellent sentiments and may 
even have a self-righteous sense ot being 
virtuous and objective but alas, the load to 
hell is paved with good intentions I ai from 
building bridges of understanding between 
the two communities they arc in fact 
deepening the division They faiho recognise 
that weeannot isolate Hindu communalism 
Iron ‘Muslim communalism or majority 
communalism from minority communalism 
These aie two halves of one relationship 
each fostcis and is fosteied by the other Wc 
cannot hope to tackle Hindu communalism 
alone or Muslim communalism alone 
because whichevci we ignore will surely 
rekindle the other 

IV 

L cl us now considei that insepaiahic twin 
ol the term communalism’ namely 
secularism’ To the poison ol 
communalism , secularism ts supposed to 
be the antidote As with the former term the 
latter too has acquired new meanings in 
Indian usage In English the word secular 
is merely the opposite ot ‘religious the 
Oxlord English Dictionary (OED) says 
that it is used chiefly as a ncgati/e term 
meaning non ecclesiastical non-religious 
non sacred 'Secularism , according to the 
OLD is the doctrine that moralit) should 
be based solely on regard to the well being 
ol mankind in the present life, to the exclusion 
ol all considerations drawn from belief in 
God or in a future life Those are not quite 
the senses in which the words ‘secular’ and 
‘secularism’ are used in India How then did 
the Indian usage originate and evolve ’ 

Given the circumstances of partition, the 
continuing Hindu-Muslim confln ts and the 
anxieties of the Mus’ims who remained m 
India, the leaders of the time wished to say 
that the state should have no affiliation to 
any particular leligion and should treat all 
Indians alike as citi/cns regardless of their 
religion They ereacd this into a philosophy 
aid celled it‘secularism’ It w hat thev wished 
to do was to repudiate the two-nation theory 
which led to the cication ot Pakistan and 
to assert that Hindus, Muslims, Sikhs 
CT nstians Parsis and others were not separate 
‘nations' but Indians they ^ould have said 
thai India was and would remain a multi 
religious, plurJislic nation However, they 


adopted the word ‘secular’ and its derivative 
‘secularism’ to make the poini If in English 
the word ‘secular’ was the antonym ot 
‘religious’, m Indian usage it became the 
antonym of ‘communal (itself an Indian 
vauant on English usage) The boundaries 
ot the word ‘secular’ wcie stretched We 
began to speak not merely of a secular state 
or of secular institutions but also ot a sec ulai 
society or country secular torces secular 
values and so on We have come a long way 
indeed from the original meaning ol the 
word ‘secular As used in India today 
secularism stands tor a vague amalgam 
whi< h contains elements of pluralism 
tolerant e humanism,rationalism,scientism 
and ot course 'secularism in the original 
sense it i s an extraoidinan Iy muddled notion 
1 hat summaiy statement will be elaborated 
in Hu. ensuing paragraphs 

1 he choice ol the leim secularism in the 
carl> years had of course a certain rationale 
The leaders of the time fell the need not 
merely lor a society characterised by 
pluiahsm and harmony but also tor a state 
which would be neutral in a multi religious 
context While in I uiopean history the need 
to libctate the state from domination b\ the 
church led to the idea of a secular state m 
our own history it was the need to ensuic 
the impartial governance of ainulli icligious 
population that led to the samt fottnuialion 
It must be noted that the secular/rcligious 
dichotomy and the notion that the state is 
a secular institution arc not part ol oui 
tradition To devout Muslims and Sikhs the 
notion ot a divorce between the state and 
religion may not be wholly acceptable In 
so tar as Hinduism is concerned the idea 
ot a secular stale ma> present Ks^ ot a 
problem Howevei wc must note that the 
secular/rchgious polarity is alien even to 
Hindu thought lhai both cltmcnts arc 
subsumed in and transcended bv the idea ot 
dharma which governs all aspects and 
dimensions ot life and that even kania and 
‘artha (the state falls within the lalterdomarn) 
arc to be guided by dharma From this point 
of view, the stale, while concerned with 
worldly matters, is not exempt from the rule 
of dharma The idea that the state in Us 
conduct ot governance should itself be 
governed by an all embracing moral ordu 
is not without force However (he Sanskrit 
word dharma, despite the tact that it is nor 
synonymous with teligion much less with 
Hinduism , may appear too Hindu in the 
eyes ol Muslims Christians and others 
Given out multi religious society wc seem 
compelled to accept the idea ol a neutral 
state In this sense one can unde island win 
Nehru and otheis adopted the idea ot i 
secular stale 

However if h\ a secular si Uc wc mean 
a purely political non religious stale wc 
have it already The Indian ( onstituiton is 
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a wholly secular* document m the sense 
deHned by the OGD Moreover it not merely 
lemains within the politico-administrative 
domain but it speedically proclaims the 
equality principle and prohibits discrimi¬ 
nation on the grounds ol religion, iacc caste 
or creed II what we mean by the advocacy 
ol secularism is merely that the stale should 
be secular, then theie is no need lot lurthei 
advocacy or argument the Indian state is m 
tact a seculat state But ot course the state 
consists ol people, and those people are 
Hindus Muslims Christians and so on In 
actual practice those who operate the 
machinery ot state may deviate Irom the 
principle ot neutrality and non¬ 
discrimination When they do we can 
critic ise them argue with them in parliament 
and through the media and take them to the 
courts ot law, wc can also tiy to build 
institutional and procedural safeguards But 
we need to do something moic Such 
deviations arise horn prejudice or hostility 
01 mispeiccptions on the part ot individual 
ot he lal s or politic tans, and wc need to remove 
these It is at this point lhat the prescription 
ot secularism breaks down Wc can ask the 
slate to iemain secular in the sense ot not 
having a telationship with any religion, wc 
can ask the servants ol the stale to he neutral 
and non disciiminatory in their actions 01 
lacepumiiVL measures bui we cannot compel 
them (or others) as individuals tohe secular 
We cannot ask a devout Muslim 01 
Christian to be scculai as they atceniomcd 
h\ their icligions to subsetibe to certain 
helicls A Hindu can certainly be expected 
in teirns ol Hinduism itself to piactise an 
acceptance ol dittcicnccs (‘ekam sat vipruh 
bahudha vadanti ot to quote a more rec ent 
ioimulation saivj cJharma sama hhava ) 
hut this too is not necessarily secularism 
I he seculansi may say with impatience 
that this is what he (or she) means by 
secularism but the use ot the wrong word 
has certun consequences 

Tlie libelal Hindu wiili a slant towards 
model nit v lias an uneasy ic lalionslup with 
Iiisoi hei Hindu heritage Secularism seems 
to mean not merely the absence ol piqudicc 
against other communities but also the 
asoidancc ol attichmcnt to ones own 1 
Anyone who is oven I v Hindu inappcatanu 
oi manuei is liable to be suspec ted ot 
loininunahsm I veil quotations horn 
S inskt it texts m a spe ech icndci the speakei 
mildly suspect in the c vesol the seculansi 
When Doclidarshall began some years ago 
to bi oadc asi the Ranut\ana and Mahabharaia 
serials there weie letters to the newspapers 
hv some earnest high minded Hindus 
questioning whelhci this was not a breach 
ol scculai ism F vcnCiandhiji whosclilolong 
ann was 10 pmmo'c Hindu Muslim amity 
whose ere uness reached unimaginable 
heights during his last days (the Delhi fast 


the Noakhali walks), and who ultimately 
made the supreme sacrifice tor this cause, 
has in recent years been criticised by some 
secularists’ for using symbols drawn trom 
the Hindu tradition 1 Perversity can go no 
further When he fell to the assassin’s bullet, 
our secularists would perhaps have been 
happier it he had adhered to the principle 
of 'secularism’ and taken care to exclaim not 
merely He Ram but also ‘Ya Allah ’ 
(Gandhiji would ot course have been 
unworned about such criticism he 
proclaimed himselt a Hindu and did not 
claim to be ‘secular’) 

This article itself, which challenges the 
conventional wisdom on communahsm and 
secularism is likely to be regarded as 
suspect Some time ago in the course of a 
conversation on a social occasion this writer 
put lot ward sketchily some ot the ideas 
contained in this article and was staitlcd to 
find one member in the gioup growing icd 
in the lace with anger at one stage he could 
no longer contain himscll and burst out 
spluttering ’It is this kind ot thinking that 
leads to the killing ol Muslims Such a 
reaction would be amusing it it were not a 
tragic indication ol a pathological condition 
ot mind Some liberal Hindus seem 
determined to deracinate themselves in order 
to piovc their secular credentials (to use 
a phrase which is much in vogue) That is 
the pathology which has been fostered it not 
induced by the doctrine ol secularism 

V 

Lei us turn to another cui ious development 
It communahsm is bad its antidote and 
antonym in Indian usage secularism must 
be good Thus secular and secularism 
become woids ot appioval (Even the BIP 
when it attacks what it calls pseudo 
secularism seems by implication to approve 
ot genuine secularism’) Anyone who 
wishes to claim that he is wholly without 
prejudice against another community tends 
not merely to deny that he is communal but 
also to assert that he is secular This writer 
has on several occasions heard people - 
sometimes tven scholars and intellectuals 
begin their intervention in a discussion on 
Hindu Muslimqueslionswiththedeclaration 
I am a scculai pet son Rut what does that 
declaration mean 7 Is the speaker claiming 
to he non religious 7 Not necessarily Some 
may ot course mean piec iscly lhat they may 
be atheists some may even regard religion 
as the source ol all the troubles ot humanity 
and may wish to see it disappear trom the 
lace ol the earth How ever such cases arc 
exceptional, usually most people merely 
wish to say that they have no prejudice 
against any community Unfortunately the 
connotation ot non-religious (the original 
meaning of the woid ‘scculai’) icmains a 


part of the muddled amalgam created in 
Indian usage, and cannot be dismissed as 
unimportant 

One consequence ot the adoption of that 
word has been a tendency to downgrade 
religion A naive belief (imbibed along with 
a western education) in the virtues ol 
rationalism and the scientific temper, resulted 
in a tendency to regard all religious beliefs 
and practices as old-tjshioned and 
inconsistent with a modem scientific 
outlook T his was reinforced by the influence 
that Marxism with its claims to being a 
scientific study ol souely had over oui 
intellectuals In that complex ot influences 
over intellectual altitudes secularism became 
one more element leading to the postulation 
not merely ol a state which is secular in the 
scnscol not having affiliations to any religion 
but ot a society which is secular in the sense 
ot being non religious Religion will ol 
course be present in it but (in the view ot 
the ‘secularists’) it will be treated as a mattci 
entirely ol peisonal belief, lhat is it will he 
relegated trom the social to the individual 
domain 

It is very difficult to accept tnat view of 
religion When millions congregate Irom all 
over India at Prayag toi the Kumbh Mela 
or from all over the world at Mec c a or w lie n 
thousands gather in St Peter s Square in 
Rome to receive the blessings of the Pope 
how can we possibly dismiss such i 
phenomenon a-» a purely pusonal unitei 
belonging to tlu individual domain’ flic 
religion of a society is surely m impnti ml 
determinant (or aspect oi dimension) ol the 
wav ot life of the society a whole Thai 
tsantmpiecisewayof putting a i at he i difficult 
point which i annul he elaborated lurlhu 
heie The point is that a multi religious 
soc lely and a secular sm icty aie twodil leu nl 
things A sock ty which has bee n lianslot mud 
into one in which religion has been relegated 
to the individual domain will no longer be 
a Hindu Muslim or Christian soi icty A 
non-religious society mas indeed he what 
some of us want but we must be clear about 
the implications ot what we are advocating 

VI 

Not content with seculir and secularism 
wc have added the formulations scculai 
toices and secular values Wl need not 
spend much lime on seculai lorees which 
is part ot the cheapcuricncy of party politics 
When a politician talks about the mobilisation 
ot secular forces he or she means merely 
a handing together of non BJP parties 
(including the Muslim League’) Thai 
expression has no significant content and is 
unworthy of serious discussion 

The expression secular values however 
needs to be considered with some care 
Perhaps it is no more than an unctuous and 
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high-sounding name given to the principle 
ot neutrality or non-discrimination or absence 
ot prejudice Alternatively ‘secular values* 
could mean a distinctive set of values say, 
harmony, goodwill, humanism, social justice 
a profound concern tor human suffering, 
and so on But in what sense are these values 
secular } A deeply religious person may find 
a basis for these values in his or her own 
sacred texts, and a non-religious liberal may 
derive them Irom humanism Thus, the same 
values may seem religious to some and 
secular to others To talk about secular 
values’ as though they are a set ot values 
distinct from religious values is highly 
misleading 

Perhaps this is an attempt to bypass 
religious ditterenccs and appeal to ‘human 
values hut it cannot take us very tar It is 
the desire to counter the toiccs ot prejudice 
and hatred that leads to the postulation of 
a lorce that makes tor sanity and haimony 
But is secularism* the answer > What appeal 
will that philosophy have in this country 
with its strong and ancient religious 
traditions 7 We cannot ask Hindus and 
Muslims to tease to be what they are and 
become sccuhnsts or to merge themselves 
in a universal teligion or to subscribe to 
a syncretic religion (like Akbar’s 7>i/i Haiti) 

- Hindus must remain Hindus and Muslims 
must remain Muslims and they must learn 
to live together in harmony It we wish to 
promote Hindu Muslim amitv and harmony 
we have to appeal to the values to which 
Hindus and Muslims subsuihe values 
whiLh are a part <>1 their respective traditions 
and which have then basis m the lespcctive 
religions We shall return to this point in the 
next section 

VII 

Prom an analysis ot wrong diagnoses and 
wrong prescriptions we must now pioceed 
to a positive statement ot what needs to be 
done As mentioned eaiher partition has 
solved no problems tor us we continue to 
struggle with tensions and conflicts ot the 
kind that had led to the creation of Pakistan 
This is a specific ally Indian predicament 
Neither Pakistan nor even Bangladesh is in 
a similar suuation, they urcavowedly Muslim 
countries in which non-Muslims must be 
content with a secondary position (Pakistan, 
starting out as ‘one nation is now riven by 
new dissensions, but we arc not concerned 
with that subject here) India has to carry 
the burden of making a multi-religious society 
work and convert that burden into a blessing 
Wc cannot retrospectively change out 
history The option ot a homogeneous society 
is not open to India, nor ts it possible for 
us in practice to ignore the rights and 
sentiments ot a large Muslim community of 
a strength ot 120 million, even if that were 
defensible in principle Those statements of 
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the obvious have been deliberately made as 
we need to keep them constantly in mind 

We must also recognise that the modus 
vivendi between the two communities that 
we adopted at the time ot partition has broken 
down and that a new modus vivendi needs 
to be worked out While retaining the idea 
of a neutral, non-discriminatory stale we 
must abandon the piescnption ot secularism, 
and begin to talk and think in terms of 
pluralism and harmony What is needed is 
a national campaign tor icconuhation and 
harmony - perhaps under the aegis of a 
National Council set up lor the purpose (01 
a revamped and iransfotmcd National 
Integration Council) The composition of 
the national body must be such as to command 
confidence and respect, it must not be 
perceived to be a governmental body, it must 
carefully avoid involvements in politics and 
it must be underpinned by a countrywide 
nelworkot committees and groups al various 
level 

At the heart ot that reconciliation cl fort 
must be an mlcr-rcligious dialogue hetween 
Hinduism and (slam (It is the egregious 
failure of the secularists that in then 
discomfort at the veiy idea ot religion they 
tailed to see 'he need lor an inter tchgious 
dialogue ) The relationship between the two 
religions at its most antagonistic - between 
the most bigoted and intolerant elements on 
either side - is characterised by a mixture 
ot disapproval distaste and halted m varying 
dcgiccs and this spreads like a slow poison 
to ordinary people even the more enlightened 
and well-disposed on either side aic not 
wholly exempt from its influence There is 
a kind of Gresham s l aw opciating here bad 
ideas driving out the good To some extent 
these malign influences arc countered by 
inter-community contacts of a benign kind 
— personal tiiendships economic 
professional and business relationships the 
ordinary exchanges ol daily life common 
good ncighbourhncss better mutual 
knowledge arising from tfic mere lact of 
living m proximity and so on — but sub 
surface prejudices and antipathies remain 
and rise to the lop on occasions These need 
to he brought out into the open discussed 
and neutralised 

To the orthodox, austere practitioners ot 
Islam particularly the preachers Hinduism 
may seem idolatrous polytheistic protean 
polymorphous with an infinite capacity 
for absorbing all kinds of elements into 
itself, the worship ot the lmgam and the 
yoni the profusion of erotic sculpture in the 
temples, the amorous exploits of one god 
and the tendency of another to smear him 
self with ash ttom the cremation grounds 
may be thoroughly distasteful the wild 
ecstaticMren/y ol some Hindu festivals may 
appear barbarous and the non egalitarian, 
oppressive, caste ridden Hindu society may 
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seem very unjust To the Hindu pioud ol 
what he considers to be the universahsm ol 
Hinduism, its acceptance of multiple ways 
to god, its tolerance and flexibility, Islam 
may appear to be a narrow dogmatic 
exc lust vist. fiercely intolerant religion which 
was brought into India hy invading hordes 
and spread across the country mainly on the 
strength of the swoid There may be grams 
ot truth here and there in some of these 
perceptions, but by and latge the picture 
that each has ot the other is a gi oss c ini atui c 
Both Hinduism and Islam arc among the 
gicat religions ot humanity each is an attempt 
by a large part of humankind to grapple with 
the mystery of life and find ways to god 
and m each there has been deep piety and 
great holiness Hindus must be persuaded 
to see this about Islam and Muslims about 
Hinduism 

No one who is even modelatcly sensitive 
will fail to notice the atmosphere ol holiness 
that is palpably present in the gieat temples 
or mosques or cathedials In / out Quartets 
I S Hiot says about a visit to a certain 
secluded chapel * in England 
You not heic to veufy 
Insttucl yourself oi infoim cunosily 
Ot carry icpoil You are heic to knal 
Where prayer has been valid 
Prayer has been valid in the great temples 
and mosques (and of couise in gurdwarns 
and churches and synagogues) Writing 
about the Padmanabhaswamv temple at 
Thiruvananlhapuiam Diana I c k professor 
of Comparative Religion at Hat sard and a 
devout Christian says that she found ihc 
beauty ot the Lord there and thaf when the 
arati flame was taken round hus wcic 
among the several hundred pairs of hands 
stretched out to touch its blessing to the 
forehead She was able to lespond to holiness 
m the temple and vei remain sieadfast in her 
commitment to Chiistianity (Her hook 
/ numntenngGod A Spiritual lounusftom 
Bozeman to Bantu as an impassioned ind 
closely argued plea tor an inter religious 
dialogue needs to be widely circulated and 
read in this country ) 

That sense of reverence that openness to 
holiness anywhere may not come easily to 
ordinary Hindus and Muslims but they can 
at least be taught to regard each othei s 
religion with respect I'ndcr the aegis ot the 
National Council lor Harmony proposed 
earlier, groups of personsof goodwill drawn 
from both communities must appeal to 
members of each in terms of the noblest 
elements in their own sacred texts and the 
teachings ol their revered saints 
Compilations ot non-exclusivist statements 
tables and teachings from Hindu and Islamic 
sources must be made and used tot the 
purpose of countering negative feelings md 
promoting positive ones (No synuetism is 
intended here ) Regular institutional 
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arrangements for a continuing inter-religious 
dialogue must be established 

VIII 

The inter religious dialogue will have to 
encompass attitudes to history and cultural 
heritage as well This country has a history 
and a cultural heritage going back over 
millennia and they belong to all ot us The 
Vedas and the Upanishads, the Ramavana 
and the Mahabharata the Bha^avad Gita 
and classical Sanskrit literature arc not the 
exclusive properly ol the Hindus they belong 
equally to Indian Muslims, Christians, Sikhs 
Farsis and others Insofar as this is part ot 
the meaning ot the cultural nationalism 
that the BVP talks about that notion has a 
degree ot validity (though Hindutva and 
1 Hindu Rashlra are very questionable ideas) 
It is wrong to ask Indian Muslims and 
Christians to declare themselses Hindu 
Muslims or ‘Hindu* Christians, as some BJP 
leaders would propose, because this would 
understandably appear to be a threat to their 
separate identities, and the argument that 
Hindu here is a cultural and not a religious 
term is not wholly persuasive Howevei 
insofar as they are indeed Indian Muslims 
or Christians all the heritage referred to 
above is in fact theirs whcthei they wish 
to claim it or not There are many who are 
proud toe laim and acknowledge that heritage 
Those Muslims who choose to repudiate, or 
not acknowledge, the prc-hlamic past are 
perhaps not large in number, they are an 
unfortunate lot (The Imam who claimed 
that Muslims had given culture, civilisation 
and a language to this country, and taught 
it manners and etiquette, belonged to this 
category) Even to them, it would be wrong 
to say "Go to Pakistan*' because they are 
Indians, though profoundly misguided 
Indians who are willing to cut themselves 
off from a large part ot their own history 
they dimmish themselves 

On the other hand, post-Islamic history 
the Mughals, the cities and the monuments 
that they created the ways of living that 
developed under their influence - is also a 
part <jf the Indian heritage, and belong as 
much to the Hindus as to the Muslims Those 
who continue to rcgaid Islam as an alien 
religion and the Mughals as foreign invaders 
aie doing no service to the Hindus or to the 
countrv Certainly there were foreign 
invasions certain!v Islam came to India 
Irom elsewhere and spread partly though 
not w hollv b\ the sword and certainly some 
Muslim rulers oppressed then Hindu 
subjects but all this has now been absorbed 
into Indian historv |usi as the later British 
period has heen absorbed Akbar and even 
Aurang/eb are a part ol oui history, Islam 
is now one of the Indian religions the Taj 
Mahal, the forts at Agra and Delhi, the Char 
Mmar at Hvdciahad and so on ate Indian 


monuments, and the Indian population is a 
composite one with a strong Muslim 
component All this needs to be 
acknowledged by Hindus, as indeed it is by 
most 

It is rather curious that there should be a 
controversy about such matters, considenng 
that the intermingling ot Hindu and Muslim 
influences and the emergence of a composite 
(ulturc is very evident in the arts - painting, 
music, dance, architecture - and even in 
clothes and cuisines This is tamiliar ground 
and there is no need to elaborate on this 
theme One has to hope that while some 
myopic people are arguing about what 
constitutes Hindu or Islanuc heritage, these 
trends ol mutual influent e and the evolution 
ol a civilisation enriched by elements from 
both will continue and render those 
arguments pointless 

IX 

A particularly troublesome pait of the 
dialogue will have to deal with mosques It 
is a fact that as Islam advanced several 
mosques were deliberately built in places 
holy to the Hindus some were built on the 
sites of Hindu temples which were or had 
carlici been destroyed or had 1 alien into 
rums, and m some material fiom the Hindu 
temples was used Those bittri memories 
have faded but have not totallv disappeated 
from people’s minds it is hardly possible 
to pictend that these things never happcncJ 
On the other hand the mosques have stood 
m their present loc ations for sevei al c enlunes 
and it is difficult to si e what we can do about 
this at this stage On the whole the best 
course would piobably be to leave things 
well alone (It must be noted that this is a 
practical, not a moral argument ) 
Unfortunately the Babri masjid controversy 
has put this matter on the agenda and the 
inter religious dialogue will have to inc tude 
talks on this issue as well, so that a modus 
vivendi can be worked out 

However, tf a solution to this vexed issue 
is to be found, there must be a dear-eyed 
appreciation ot what happened at Ayodhya 
and how If wc start with the standard 
‘secularist* formulation that a Hindu mob 
destroyed a Muslim mosque that this was 
a tragic blow to Indian secularism, that 
Hindus must hang their heads in shame at 
what happened in Ayodhya, and that the 
only reparation that wee an make is to rebuild 
the mosque at the same place then we shall 
never be able to resolve this tangle Let us 
not forget that the moral right of the mosque 
to cxi a where it did had been questioned 
and the question had noi been conclusively 
answered, and that some Muslim leaders 
themselves had said that it in fact it had been 
constructed alter demolishing a temple, it 
would not be a true mosque It that contention 
had proved true, the mosque or structure 


might conceivably have been shifted by the 
Muslims themselves On the other hand, it 
that proposition were not true, the structure 
would indeed have been a true mosque, but 
there would still have remained the difficult 
question ol why it had been considered 
necessary by Babur to build a mosque in a 
place as holy to the Hindus as Ayodhya 
Constructive ef forts were being made to find 
a solution to this tangle, and quite possibly 
one would have emerged i( talks had 
proceeded further, or if the courts had given 
decisions in the cases before them 
Untortunatelv it was at that jum ture that the 
mosque was pulled down by a mob It was 
not as if ‘Hindus’ as a community sanctioned 
the demolition in fact there was nationwide 
condemnation ot the act What took place 
was an act ot violence planned and executed 
by an extremist group It was certainly a 
matter lor shame not because a mosque 
had been destroyed or secularism had been 
undermined, but because the negotiation 
process had been violently disrupted the 
rule ol law had collapsed government il 
machinery had egrcg'ously laikd the 
Supreme Court s instructions had been 
violated, piomtses made had oecn broken 
and a lawless crowd had been able to do what 
it wanted without let or hindrance 
(Very recently there was a bomb explosion 
set off by an extremist Muslim g.oup in the 
famous Meenakshi temple in Madui w a 
tabled shrine with a hoary ho lory and one 
of the most celebiatcd Hindu centres ol 
pilgrimage Apart Irom damage (oahistoncal 
monument ind a holy plate thuecould wi II 
have been hcav\ casualties apparently that 
did not happen This disunbing ini idem did 
not reverberate inthi media across the nation 
nor did anyom come lorwaid to condemn 
it as a matter ol national shame or a blow 
to secularism I he international media took 
little notice Quite rightly so because it was 
an acl of violence by an irresponsible and 
extremist group sueh events have become 
all too common now - and has to be treated 
as such It is easy to imagine what the 
reactions, national and international, would 
have been if a similar incident had occuned 
at a mosque of comparable importance It 
1 s not being at gued that the Ayodhya i nctdgnt 
should be condoned or that the Madurai 
incident should be escalated into a major 
issue but thcie is an asymmetry in reactions 
here which must be pondered over) 

Be that as it may what happened at 
Ayodhya in December 1992 has certainly 
put us into a deep quandary The acl ot 
demolition put an end to whatever halt 
hearted negotiations had been going on, 
conferred an importance on the mosque 
which it did not have earlier, and hardened 
attitudes on both sides Moderate Hindu 
leaders who never wanted the demolition to 
happen find it necessary now to provide 
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some kind of a justification for what has 
happened, and moderate Muslim leaders 
who might earlierhave been willing to respect 
Hindu sentiment regarding Ayodhya would » 
now find it very ditlicult to accept a 
compromise settlement At the same lime, 
any attempt to re build the mosque at the 
original site is fraught with great danger it 
would rouse deep anger among the Hindus, 
as a re enactment today of the wrong 
committed by Babur m mediaeval times On 
the other hand leaving things as they arc 
would amount to acquiescence in an act of 
vandalism and a retrospective validation of 
that act It seems an impossible position 
what journalists like to call a Catch 22 
situation Nevertheless we must hope that 
patient negotiations by agroupol wise people 
would result in some kind ol a solution 
which would enable us to close this chapter 
and honourably 

As regards mosques elsewhere - V ji anasi 
Mathura cMt - it would be sheer madness 
tostait trying to undo historical injuries real 
onnuginary 1 he inculcation ol that wisdom 
mu >1 be among the aims of the dialogue that 
wc have been envisaging 

X 

Ihcie are certain othei factors which 
impinge on the relationship between the lwo 
communities and these art bound to come 
up as the dialogue proceeds Ont is the 
question of attitudes to Pakistan another is 
the fact that Islam has international 
dimensions Many Hindus loci that then is 
jk secret sympathy for Pakistan on the part 
of the Indian Muslims When pressed lor 
evidence they may point to the fact that in 
some Muslim institutions the students cheer 
aPakistam victory in an Indo Pakistancncket 
match That this happens on occasion cannot 
be denied, nor can it be dismissed as tm tal 
as some would wish to 

(Incidentally, one counter argument often 
put forward in mitigation is that the Indian 
community in England tends to cheer the 
visiting Indian team m Indo-Bntish mate hes 
What this proves is not clear, as that kind 
ot behaviour on the part ol the Indians is 
not considered commendable bulapatt from 
that, this is a dangerous analogy The Indian 
community in England is a community ot 
people ot foreign origin settled in Lngland 
who may still retain some loyalty to the land 
which they have left behind Those who pul 
forward this analogy should relied whether 
they wish (o imply that Indian Muslims ate 
Pakistanis settled in India with residual 
loyalties to that country f ) 

However while not being trivial, this is 
indeed a minor matter Indian Muslims know 
that they have nothing to look for tiom 
Pakistan The first generation made a 
deliberate decision to stay here despite the 
blandishments of the two nation theory and 
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later generations have known only India 
They are involved in life here, and know that 
their future hes here 
The other point is somewhat more 
troublesome Muslim countries m general 
think of India as a non-Muslim country in 
which a large body of Muslims are obliged 
to live, and they tend to express sympathy 
(real or sanctimonious or as a political point) 
for the ‘plight’ of Indian Muslims Any 
Hindu-Mushm incident which may occur 
here elicits certain stock responses from 
those countries They never show the slightest 
appreciation ol the enormous effort involved 
in the pluralist enterprise, but as soon as any 
untoward incident occurs they are ready to 
denounce India lot oppressing its Muslim 
minority All this does not really help the 
Indian Muslims what it succeeds in doing 
is to give rise to resentment among the 
Hindus When they find that countries which 
make no pretence of giving equal status to 
thcr non Muslim populations (including 
fiercel> intolerant countries into which a 
Hindu visitor cannot even take a picture or 
image of a Hindu deity without its being 
destroyed or desecrated at the point ot entry) 
presume to sit in judgment over India s 
treatment of its Muslim population, they 
become very angrv and unfortunately some 
of that anger gets deflected on to the Indian 
Muslim 

These irritants tend to complicate the 
Hindu Muslim relationship Alas they are 
unlikely to disappear Neither Pakistan nor 
Bangladesh is going to cease to be primanl) 
a Muslim countiy in which Hindus remain 
second class citizens (there is of course a 
significant difference in this regard between 
those two countries but it is one ol degree 
and not of kind) Muslim countries in general 
will not refrain from needling India lrom 
time to time on the question ot the treatment 
ot Muslims the CMC wilt periodically piss 
resolutions critical ol India at the instance 
of Pakistan, even Iran while interested m 
building a good political and economic 
relationship with India will consider it 
necessary to entu ise India on occasion to 
demonstrate its sohdanty with Muslims 
anywhere in the world, and on any Hindu 
Muslim issue w' must learn to expect over 
simplified, biased and tendentious reporting 
by the BBC CNN and other foreign 
agencies We '•hall merely have to accept 
these disagreeable realities and not allow 
them to hamper our efforts »o promote a 
harmonious rt lat ion ship bet ween I lindus and 
Muslims in this country 

XI 

It had been argued carlitt that a disc ussion 
ol communaltsni must be disentangled from 
the pplitical issues ot majontics and 
minorities This does not mean that the latter 
can be ignored A modus \i\endi between 


the two communities must encompass these 
issues as well Having initiated inter-religious 
and inter-cultural dialogues, wc must 
simultaneously set in motion negotiations 
on the socto political aspects ot the 
relationship Gtoups ot eminent 
representatives who command respect and 
whose words carry weight with their 
communities will have to take note of all 
anxieties, apprehensions, complaints 
grievances and resentments on either side 
- major, minor, or trivial and real or 
imaginary Nothing should be ignored 
everything should be brought into the light 
of day, discussed candidly and solutions 
satisfactory to both sides worked out 
It is easy enough to enumerate the fears 
and grievances ot the Muslims They 
complain that they are under represented in 
the bureaucracy the armed forces the 
legislatures, etc, that the government is not 
responsive to their concerns that they are 
economically and educationally backward 
bee ausc their needs have not been c c insidcred 
in planning and policy making that in the 
event ol riots and disturbances they cannot 
be confident ot justice at the hands of the 
governmental machinery and that over the 
years many more Muslims have been killed 
or injured in such incidents than Hindus 
Over and above these, there is a general and 
vague fear of Hindu dominance, and of a 
threat to the Muslims sense of identity as 
a separate community, arising fiom <ht very 
facl of relative numbers 
The Hindus tor then pan may argue that 
the very terminology of majority and minority 
is misleading because Hindus arc not a 
monolithic community but a loose 
aggregate composed of highly diverse 
elements that they do not u t as one group 
that they are in fact nven by all kinds ot 
divisions and that on I he other hand the 
Muslims arc a more homogeneous group 
which docs function as a community 1 hey 
would further point out that the Muslims arc 
treated by politic a) pirtics as a vote bank 
and that hr from being at a disadvantage 
as a minority thev are in tact in a position 
to wield considerable influence Many 
Hindus hold the view that there has been a 
tendency to be excessively accommodating 
towirds the Muslims to lean over 
backwards (to use a popular expression) 
Reference will also be made to the tendency 
to placate the most obscurantist elements 
among the Muslims and the Shah Bano cast 
will be cited Many will deny that there has 
been any discrimination against the Muslims 
and point to the fact that there have been 
several instances of Muslims holding high 
office two presidents two chief justices ot 
India, cabinet ministers chief justices of the 
high courts an air chief maishal a cabinet 
secretary, a loreign secretary several 
ambassadors, and so on They would attribute 
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the economic and educational backwardness 
ot the Muslims to certain weaknesses ol the 
community itsell rather than to any 
discriminatory policies Thc> woulduitiusc 
the special provisions regarding minonty 
educational institutions as untair and as 
having been abused Those ot the B1P 
persuasion will talk about the appeasement 
ot the Muslims and ol the distortion ot 
tan ness into minorityism Lastly sonit 
would draw attention to the international 
dimension already retcired to and the 
leverage that this (in then view) gives to the 
Muslim community In this connection they 
would point out that while othei countncs 
aie quick to sympathise with Muslim 
sutteungs ical 01 imaginai) not much 
attention has been paid to the plight ot the 
Kdshmiii pandits who have been duven out 
ot then homes by Muslim terrorists 
It is not the purpose ol this article to enter 
into the merits ot these arguments 1 he point 
is that the dialogue should cover the entire 
gamut oj the se contentious issues It w uuld 
he myopic to treat Muslim leais as 
exaggciated and then gmvanus as 
imaginary it would be equally m>opic to 
lake the a prion view that the majority can 
have no grievance and to su> dci isivcly (as 
some do) that it is the pcculiat characteristic 


ol the Hindu majority to exhibit a minority 
mentality The point is not that these 
complaints and grievances on either side are 
either well-1 ounded or baseless, but that they 
are tell They will all have to be taken on 
to the agenda For the wcll-loundcd ones 
answers will have to be devised and the 
other s will have to be persuasively dispelled 
That is the meaning ot reconciliation 
Lastly there are the minor inconveniences 
and in nations ol living together the close 
pioximity of mosques and temples in some 
places the clash ol crowds at testival time 
the problems created by processions the 
blocking ot roads the blanng ot 
loudspeakers a kind ol competition in 
inconsideiatcness and a readiness on both 
sides lo take oltence Though these may be 
minor irntanls they have the potential ot 
creating majoi tiouble These too would 
have to be hroucht on to the agenda ot the 
reconciliation efforts and a modus \i\emh 
cst ihlishcc! it IoluI levels 

XII 

I he purpose of this article has been three 
told hrst to analyse the wrong perceptions 
and formulations which have bedevilled a 
piopci understanding ot this grave national 


problem, secondly, to stress the need tor a 
national campaign fot reconciliation and 
harmony, and thirdly to outline the agenda 
tor such an exercise, including an mter- 
religious/intei-cultural dialogue and 
negotiations towards mutual accommodation 
on the socio-political aspei ts ot the relation¬ 
ship In the writing of this article strenuous 
efloits were made to enumerate as many ol 
the matters undci dispute as possible in an 
objective non-partisan manner Some 
leaders may question that claim ol objecti¬ 
vity on the other hand some others may 
Icel that thcauthoi has not made his position 
dear on certain points Theic is no need to 
entoi intcianaigumentoverthis What matters 
is not what this wntei oi anyone else thinks 
about specific coniioversies but what the 
two communities eventually agree upon 
For this purpose all the issues should bt 
put on the table and the processes ot 
reconc iliation/negotiations started 
The eflort envisaged in this article is bound 
to be slow and dilncult There may be no 
helplromthe government ortiom politicians 
It is persons ol goodwill nn either side that 
must initiate ind sustain the nobleendcavoui 
I he labonous and uphill mad to harmony 
must he tiaversed then ire no easy roads 
available 
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Democratisation and Attempts to Renew die 
Radical Political Development Project 

Case of Kerala 


Olle Tornquist 
P K Michael Tharakan 


The predominant political development Project within the Thud World Left generally is in a shambles Is a ness one 
emerging ? Are the seeds being sown within the spectrum of fort es converging behind the ret ent struggles for democratisation ? 

In many countries the traditional Left has become almost irrelevant , and new groups are emerging While the present study 
ts part of a larger effort to compare over time the importance of democ ratisationfor renewal-oriented popular movements 
in two such countries (the comparatively liberal Philippines and the authoritarian Indonesia) the focus in this papa ts on 
a third and different case the Indian state of Kerala 

InKerala much to everybody ssurpnsc economic and political problems produced a fresh attempt in the mid 1980s within 
the powerful Left brant to introduce element* of a new democratic development Projec t in partial co-operation with populai 
movements After discussing the rise and fall of the old Project this essay analyses the attempts to renew it by follow ing o\ei 
time when and how refoi mi s ts have found politics of democ ratisation instrumental and how the politic s have varied with the 
ac tual c onditions as well as with their own reading of the basic forces at work Elements of an exc itmg ne w Project gamed 
ground in the late 1980s and early 1990s but failed to take root The demot ratic politicisation of grass roots development 
activism in the framework of many new and various interests conflicts and movements turned into a major problem This 
neither made full sense to the tadical political institutions movements and processes which had taken shape during the earlier 
struggle s for national independent e and state-led development , nor seemed possible for the new movements themselves to 
- come to grips with 

l ] his paper has been published m thiee parts This is the concluding part ] 


VI 

Conclusion 

WHLN and how then did radical popular 
movements hnd demouatisation instru 
mental lor developmental purposes in the 
context ot Kerala 7 And finally what was 
general and what was specific as compared 
to the Philippine experience ? 

Casi oi Kiraia 

Important progress was already ac hieved 
in Kerala during the 19th and early 20th 
centuries The expansion of commerce and 
agribusiness ho\sever did not generate 
modern industrialisation and did not 
engender further liberalisation to the benefit 
ot peasants tenants and workers (despite 
vibrant souo religious retoim movements) 
The system lested instead on colonial 
hegemony a somewhat leformed caste 
system, landlordism semi bonded laboui 
limited civil rights and an absence ot demo¬ 
cracy Accordingly since the economic 
dynamic was insufficient and was upheld 
by political monopolies any substantial 
improvement presupposed political inlet 
vcntion 

Organised pressure from below and 
politics of democratisation from above 
Moreover, those who favoured progressive 
change based on the developmental capacity 
ot the weak majority oi the population 
therefore argued, firstly, that this capacity 


would only be unleashed through land reform 
and bcttci working conditions and secondly 
that such stiuctural rclorms called for 
collective organisation popular enforcement, 
and supportive state policies Howevei while 
non democratic means have usually been 
thought necessary to fight feudal like land 
lords the Kerala socialists and communists 
instead tried a combination ot extia 
parliamentary popular pressure and top down 
parliamentary politics ot democratisation 
Moscow had approved of more pragmatic 
politics Comparatively solid elements ot a 
democratic polity had been introduced in 
India, at least on tht central union and state 
levels And the limited bourgeois changes 
m Kerala had give i both to a strong civil 
society which featured firstly socio 
religious refoim movements and unusually 
high and even educational standards and 
thereafter new popular political organ 
satinns and leadc rs with deep roots in the 
weak sections of the population 
The essence ot the lirst radical political 
Project in Kerda was thus to extend the 
previously limited bourgeois liberalisation 
to the people us a whole The struggle for 
and implementation ot an anti feudal land 
reform together with bettei conditions tor 
the woi kers would generate the fundamental 
prerequisites tor democracy A basic assum 
ption was thu a maionty of the population 
would not only benefit from all this when 
implemented but would tf so work and vote 


tor n wilhin the limits of the existing sy >tem 
The Lett adjusted to the legal and consti¬ 
tutional framework (includinghoise trading) 
to sum ve simple-majority elections m single 
member constituencies and to keep a coah 
lion government together Howevei extra 
parliamentary pressuie through such means 
as peasant movements and unions was added 
So the formula was lather central partv led 
popular pressure from below for central partv 
led and state administered societal transtoi 
nution from above - to help people against 
feudal like patrons ictigious leaders, and so 
on ruithcrmorc the l-cll lncd to extend 
democratic forms ot goveminenl to additional 
spheres of society mainly by means ol stale 
programmes institutes companies and 
credit co operatives which were all governed 
by politicians and butcaucrats And while 
democracy not only made sense to the Lett 
when it was winning elections, the gist ot 
its standard argument (as well as that ot us 
adversaries) while m opposition was that 
even if most hostile* government policies 
had been chosen in accordance with 
democratic principles the content ot these 
policies was so undemocratic that the 
fundamental pretcquisitesol democracy were 
undermined Hence such policies had to be 
resisted by all reasonable legal means 
S mcessful politics prevents fur thu dt \ 
elopment Popular pressure and top down 
politics ot democratisation proved fruitful 
in getting parliamentary democracy settled 
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As compared to the case m other parts of 
India, moreover, the basic concept of abolish- 
ing landlordism was fairly consistently 
implemented And the position of labour 
was substantially improved 

However, land reform also opened up tor 
complicated new relations of exploitation 
and subordination (including conflicts 
between new farmers and agricultural 
labourers) and tor off-tarm employment and 
business interests as well The expected 
dynamic developmental effects tailed to 
appear Strengthening the position of 
labourers sustained some of the labour market 
segmentation, separated 'insiders’ from 
'outsiders', paved the way tor a lot ot stop¬ 
pages, and impeded moreetficient production 
and administration The substantial remit¬ 
tances from the increasing numbers ot 
Keratites working abroad spurred con¬ 
sumption and speculation rather than 
production 

And worst ot all, neither policy could be 
followed up with forceful approaches to the 
new problems The very 'popular pressure 
and top-down politics of democratisation’ 
had given birth to centralisation, comparl- 
mentahsation, factionalism, vested interests, 
and locked political conflicts Consequently, 
the promotion of agricultural development 
-eg, through collective local initiatives, 
comprehensive packages, and efficient ad¬ 
ministration-was obstructed And the socio¬ 
political engineering of productive dynamic 
investments in combination with better public 
security systems was almost out of the question 

While this leftist politics may have been 
necessary tor progressive post-colonial 
change in general,%nd democratisation and 
popular development in particular, us 
dynamics thus bred interests and institutional 
arrangements which worked against further 
development, and which began to undermine 
the hitherto propelling force the broadly 
based popular organisations Production 
stagnated Interests and conflicts multiplied, 
and some cut through or were unimportant 
to the existing organisations and alliances 
The leftist West Bengali escape route ol 
linking alternative patronage to 'middle 
peasants’ and tenants with far-reaching 
decentralisation measures was not possible 
in Kerala where the more consistent land 
reform had turned millions ot tenants into 
comparatively independent but petty- 
bourgeots-oriented actors Communal iden¬ 
tities, social networks and rigid organising 
got a new lease ot life The traditional Left 
seemed caught in a dead end 

Political economy of stagnation calls for 
new radicalpolitu s However, the seemingly 
inevitable end ot the Lett in general was, 
at least, postponed New interests and issue- 
based associations emerged, including the 
People’s Science Movement (KSSP), which 
often abstained from the otherwise ‘normal’ 


NGO pattern of neglecting the importance 
of previous radical politics and the relevance 
ofestablishedleftistorganisations Thecnsis 
of state-socialism m eastern Europe generated 
much reflection (and not just frustration) 
There was room tor critical discussion and 
some dissidence in and around the traditional 
Lett A radical shift away from short-term 
tactical alliances with communal parties 
indicated an ability to take self-critical and 
painful action in favour ot fresh reforms 
And Stalinist dogmatism and centralism were 
partly overruled by pragmatic day-to-day 
politics and electoral considerations The 
urgent employment problems were thus put 
on top of the agenda, which called for ag¬ 
gressive developmental measures above and 
beyond further redistribution of the pie This 
in turn presupposed a clean government and 
administration, and possibly some demo¬ 
cratisation So when tavourable short-term 
tactics combined with these revisions and 
(much to everybody's surprise) brought the 
Lett Front back to power in the 1987 assembly 
elections, the old Project was bypassed and 
a new one had to be formed 
By now, increasing numbers of leftists 
agreed on the primary need to attack un¬ 
employment through developmental efforts 
Moreover, many leftists said, the economic 
dynamic was insufficient and was inter¬ 
twined with much ot the established politics 
Sojuslasaftenndependence, any progressive 
change presupposed alternative political 
intervention But what politics, what develop¬ 
ment. and what priorities 9 
State-modernists vs popular develop - 
mentalists Two major schools of thought 
emerged These were not fully worked out 
political programmes or organised tactions 
but rather, according to my categonsation 
for analytical purposes different approaches 
to the politics ot development within the 
Left as a whole One may be labelled statc- 
modermst, since it essentially called for 
reaffirming and upgrading Nehru’s model 
according to the experiences of rapid state- 
led industrialisation in east Asia (including 
in China) This would be done, however, 
within the framework of Kerala’s strong 
unions and left-onented parties, which would 
give people their due share of the cake 
The other approach - which turned into 
a kind ot intellectual platform for exciting 
attempts at renewing the radical political 
development Project- may be named popular 
dcvelopmentalist (PD), since it emphasised 
people's own capacity to reorganise and 
thus improve production According to the 
PDs, class conflicts of course persisted, but 
economic and political liberalisation in 
general, and land reform and the improve¬ 
ment of labourers' bargaining position in 
particular, had done away with the main 
contradiction vis-a-vis landlords, and made 
possible broad popular development co¬ 


operation beyond party-poKbcal loyalties, 
especially on the grass roots level, for the 
purpose of following up the previous reforms 
and thus improving production The pro¬ 
ducers themselves would be able to make 
the best possible sustainable use of local 
resources, put the many underemployed 
people to work* and - almost as during the 
struggle for land reform - form a broad 
social movement that would demand and 
pave the way for necessary political changes 
(including renewed leftist politics and 
policies for efficient bottom-up planning as 
well as decentralised state intervention) in 
support of their own efforts And, most 
interestingly, almost all this called for further 
democratisation 

Popular development requires demo¬ 
cratisation Firstly, feudal-like extra- 
economic oppression had been abolished, 
but a lot of patronage, nepotism com- 
munalism, etc, remained Meaning! ul demo¬ 
cracy required, therefore, besides ideological 
struggle, extended and improved welfare 
policies, decentralisation ot government and 
administration, and popular development 
alternatives - to make people sufficiently 
autonomous to be able really to cxciusc 
their democratic nghts, to make way (or 
meaningful popular participation and vigil 
ance against the abuse ot power, and to 
prove that it was worthwhile for people to 
piomote their own future through collective 
organisation and action based on common 
interests and ideas, instead of relying on 
individual solutions, patronage or communal 
loyalties 

Secondly, while the PDs remained faithful 
to the old assumption that a majonty of the 
population would not only benefit from such 
reforms once they were implemented, but 
would also work and vote for them within 
the limits ot the existing system, they also 
emphasised alternative forms of democracy 
and ways of extending it To counter exces 
sivc party-politicisation within the develop¬ 
ment field, the PDs recommended consensual 
agreements among those directly involved 
To previous top-down state intervention, the 
PDs added more independent popular 
initiatives and participation, and the further 
democratisation ot local government and 
resource management This was not only to 
provide for more direct control of the state 
and politics (above and beyond that provided 
by traditional representation) - in the hope 
of minimising compartmentalisation. vested 
interests, outnghuorruption, etc, - but also 
to generate collective awareness and 
management of the resources themselves 
(whether collectively or privately owned) 

Toimplement these ideas, the PDs initiated 
a senes ot campaigns in accordance with the 
long tradition of popular action and orga¬ 
nisation in Kerala (and especially through 
the People’s Science Movement) instead of 
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through any particular patty - which did not, 
however, exclude co-operation with several 
such parties and their associated popular 
movements, or with the Left Front govern¬ 
ment and the public administration. A 
massive literacy campaign would make it 
possible to include the most downtrodden 
in democratic and possibly radical develop¬ 
ment processes. Group fanning would follow 
up the previous Land reform by stimulating 
joint land and water management among the 
scattered producers and thus promoting 
sustainable production. Panchayat-level 
people’s resource mapping would generalise 
and improve the group farming ideas by 
paving the way for radical local planning 
and joint development action. And these 
efforts, together with advocacy, would 
generate preconditions and demands for the 
decentralisation of government powers and 
resources. 

Mixed economic interests and old politics 
obstruct further democratisation : Remark¬ 
able achievements were made on several 
fronts, as the PDs tried to implement their 
plans. Most challenges called for additional 
democratisation, but the mere limitations in 
the very PD approach made this difficult to 
achieve. 

„ While the literacy campaign generated 
some fundamental prerequisites for demo¬ 
cracy and for popular development as well, 
this did not give rise to further dynamic 
processes of democratisation. It was difficult 
for the activists to co-operate with the 
government even when friendly leaders were 
in command. Participatory management was 
neither institutionalised nor firmly linked 
with efforts at political and administrative 
decentralisation. And rarely did powerful 
political popular organisations take the 
opportunity to influence people by avoiding 
party-politics even while acti vely supporting 
the long-term aims of the project. The 
predominantly young female activists were 
largely left on their own. The second phase 
of the campaign was already neglected before 
a new Congress-led government undermined 
the whole programme. So while the PDs 
humbly restricted themselves to creating 
preconditions for major social and political 
forces to move forward, the latter rarely did 
so. And worse, the PDs had abstained from 
analysing why such problems might occur, 
and thereby from identifying what additional 
prerequisites for democracy and popular 
development had to be fought for to get the 
process from individual empowerment to 
democratic development moving. 

Group farming appeared to be a success 
story. But non-group farming areas also did 
rather well. And most of the encouraging 
results in respect to production, productivity, 
and the costs of cultivation seemed to be due 
to the increased use of high-yielding seed 
varieties, chemical inputs, and favourable 
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weather conditions, itther than to co¬ 
operation for promoting efficient and 
sustainable resource management. Despite 
good intentions to make way for more 
independent popular initiatives and parti¬ 
cipation, the ministry of agriculture and the 
PDs failed to go beyond the previous leftist 
habit of top-down state intervention. To 
begin with, non-party-political development 
activities like group farming did not receive 
the full attention of the powerful political 
popular organisations. Moreover, there 
seemed to be little unified interest in joint 
management among the producers them¬ 
selves. Agricultural workers were not fully 
included. And the landowners (the post-land 
reform farmers) did not always live up to 
their presumed interest in boosting pro¬ 
duction. The assumptions and analyses 
behind group farming clearly failed to come 
to grips with the same complicated multi¬ 
plicity of interests and conflicts that con¬ 
tributed to undermining the old political 
development Project. 

Moreover, the refined PD approach to 
decentralised and sustainable agricultural 
development was based on the mobilisation 
of huge local resources. And while this 
required (according to the PDs themselves) 
extended democratisation and ‘societal will*, 
they did not target the problems related to 
such preconditions as decentralisation and 
interests in joint land and water management. 

Meanwhile the PDs were engaged in 
launching a panchayat-level people's re¬ 
source mapping campaign to pave the way 
for a radical and collective overhaul of land 
and water management. But the impressive 
achievements were once again insufficient 
in the face of lukewarm interest in democratic 
practices for promoting development among 
both the landowners and the powerful popular 
organisations and public institutions. So 
while group farming tended to depend on 
I he devoted state intervention of the ministry 
of agriculture, resource mapping rested 
mainly on dynamic action-group-work. 

Finally, the PDs expected the various 
development campaigns to generate wide¬ 
spread demands that the radical politicians 
decentralise political power. However, as 
wc know, these actions did not generate 
dynamic social movements and forceful 
pressure from below for democratic de¬ 
centralisation from above. Furthermore, 
while decentralisation was essential to the 
PD vision of a new development Project, 
even left-oriented politicians and civil 
servants did not find it necessary for tackling 
problems of the utmost importance, instead 
they dragged their feet behind. And worst 
of all, hardly anyone seemed capable of, or 
interested in. seriously analysing how or 
why this was so. 

There may be several reasons for this, 
such as weak political scientists, strong 


economists, Marxist reductionism, and 
political interests (including among the PDs) 
in playing down the issues to avoid infighting. 
But it remains a puzzle anyway that, just as 
the PDs focused on 'unity among the people’ 
and the 'societal will*, and failed in (or 
abstained from) coming to grips with the 
complicated multiplicity of interests and 
conflicts pertaining to post-land reform agri¬ 
culture (despite an innovative emphasis on 
resources rather than just land), they also 
refrained from probing into vested interests 
in connection with politics in general and 
decentralisation in particular. 

Insufficient social and political roots. At 
any rate, all this left the PDs with a half¬ 
way decentralisation programme and a 
government-sponsored - but politically 
loosely anchored - development activism 
which had not generated a new social 
movement based on joint interest in pro¬ 
moting production. So when the Left From 
government was voted out of office in mid- 
1991, it was very difficult to sustain attempts 
at renewing the radical political development 
Project through popular action. This thus 
differed from the previous struggle for land 
reform, which went on and on whether a 
leftist government held power or not. The 
PD activists and their projects lost momen¬ 
tum. The technocrats of the poor lost (heir 
positions. The established popular move¬ 
ments and parties clung to their traditional 
rejectionist machines. And it remains to be 
studied (a few years from nowi whether the 
seeds of popular developmcntalism - with 
democratisation as a strategic component - 
are nevertheless surviving and growing 
despite the gloomy surface. 

Comparative Perspectives 

Finally, what was specific and what was 
general, as compared to the Philippine 
experience? 

In both cases, the Left as a whole initially 
argued in favour of radical political inter¬ 
vention in general, and politically enforced 
land reform in particular, to overcome the 
insufficient dynamics of a scmi-colonial 
economy upheld by political monopolies. 
However, while the Maoist Philippine Left 
saw no other option than armed revolutionary 
struggle, their Kerala comrades (who were 
closer to Moscow) instead tried a com¬ 
bination of popular pressure and top-down 
politics of democratisation within the 
framework of a comparatively open polity 
and strong civil society. 

On the other hand, both kinds of com¬ 
paratively successful politics tended over 
the years to obstruct further advances. In 
Kerala, centralisation, compartmentalisation, 
factionalism, vested interests, and locked 
political conflicts prevented the promotion 
of post-land reform development. And in the 
Philippines, most leftists argued that im- 
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penalities, compradors, and landlords hadio 
be toughl head-on before democratic hberties 
would make sense 

However while the traditional Philippine 
Left thus insisted on its old revolutionary 
track, and lost out as other actors and move 
ments succedcd - despite the absence of 
radical souo economic changes - in getting 
rid of Marcos and paving the way lor 
additional transformation, the established 
Kerala Left (which again was active within 
a more open polity and vibrant civil society) 
showed some capacity for renewal (tor 
pragmatic reasons among others) and was 
voted back into office 

Accordingly, renewal oriented leftists and 
new movements in the Philippines had to 
continue the struggle for alternative develop 
ment largely on their own whereas their 
counterparts in Kerala found it possible to 
relate to try to renew or to influence, and 
to get support from the old organisations 
and from the new Left Front government as 
well 

There were also important similarities 
however T he reformists often tried to come 
to grips with associated processes from 
related points ot view and laken together 
this accounts tor their contemporary interest 
in democratisation 

AccordingtothePhilippineactivists basic 
conditions changed as capitalism expanded 
and reduced the importance ol landlordism 
increased environmental destruction and 
allowed lor moie liberal forms of government 
(without, however geneiating widespread 
industrialisation) This in turn gave rise to 
many new issues and movements as well 
as to new possibilities toi improving people s 
position such as by way of joint development 
work on the local level (which c an be pursued 
without nccessanly having to gain political 
power first) While clear cut class conflicts 
were not so easy to identify anymore there 
was often a common focus on the use and 
control of a whole range of material lesoui ccs 
And interestingly enough democratisation 
was often considered necessary m order to 
improve people s own capacity to use and 
control these icsourccs 

Something similar may bt said ol Kerala 
where the popular developmentahsts empha 
sistd that the growing important c of com 
mercialism and of diffuse forms of ex 
ploitation - in combination with land reloi m 
and the improvement of labouters bar 
gai ning powt r had paved the way for broad 
popular development co operation on the 
glass roots level through joint and sustainable 
fesourt e management Again this cal led for 
further democratisation (in terms ot pro 
moting people s ability to make effective 
use ot their rights) for various forms of local 
populai co operation and decentralisation 
ot (and paiticipation in) local government 

In other words economic and political 


liberalisation, and a somewhat stronger 
position for the actual producers, enabled 
the latter to improve their standard of living 
to a certain extent by means of action taken 
on the local level This way, they did not 
need to at first hand grab political power, 
thereafter to rely on extensive slate inter 
venuons Furthermore, the often politically 
engineered expansion of blurred capitalist 
relations (without rapid industrialisation) 
generated an equally blurred separation 
between state and civil society did away 
with clear cut c lass interests among a majority 
of the population and gave rise to a multi¬ 
plicity of interests conflicts and movements 
This fragmentation and symbiosis between 
politics and economy - as well as the need 
to locus on the use and control ol the many 
different resources involved - called for 
various forms of co-operation to bung 
scattered small producers and labourers 
together And thus democratisation became 
instrumental 

The politics ot democratisation itself 
however varied Most ot the Philippine 
reformists who had to start anew often 
emphasised a kind of pure development 
activism and a deepening rather than 
politicisation ot civil society They then 
tried to add lobbying and pressure politics 
to this The popular developmentahsis in 
Kerala by contrast usually found it both 
possible and tactical to restrict themselves 
to non party political development actions 
in co operation with the government and to 
refer outright political tasks to the established 
Lelt panics and movements 

T he problems or limits ot democratisation 
on the other hand were often of the same 
kind in the Philippines and Kerala 

Firstly in a social setting marked by the 
expansion of blut red capitalist relations there 
did not seem to be widespread interest among 
the many dispersed producers in joint 
democratic control and management to 
improve their own production No powerful 
new social movement came forward 

Secondly most non party political devc 
lopment activities did not make much sense 
within the logic ot the institutional and 
pohtical-cum economic interests ot the 
public administration and the established 
leftist movements and parties (Aside from 
when lor instance such activities (ormed 
part ot their top down development policies 
when in power) The activists were therefore 
isolated and left without such necessary 
measures as - in Kerala - a consistent dem 
ocratic decentralisation, and - in the Philip¬ 
pines - a unified democratic and electoral 
political project 

Thirdly, the reformists themselves did not 
ttnd u possible to really politicise (by which 
is not necessarily meant party-politiuse) 
their development actions Or perhaps they 
were incapable of, or uniterested in, so doing 


Democratic development work in relation to 
special issues andinterestaiti thePhilippine* 
opened some room for progressive lobbying 
and pressure politics within theehtisi political 
system, but could not be placed withm a 
general alternative perspective - a political 
development Project - and transformed into 
votes For their part, the popular develops 
mentalists in Kerala (besides first linking up 
with, and then suftenng from the fall ot the 
leftist government) humbly restricted them 
selves to cieatmg preconditions toi major 
social and political forces to move forward 
- which the latter did not do 
And fourthly analytical redut tiomsm and/ 
or political considerations prevented the 
reformists in both settings from dealing with 
the origins of such problems including the 
multiplicity ot souo-economit interests and 
conflicts plus their links with vested interests 
within the obstructive logic of established 
politics conservative as well is leftist 
These problems do not necessarily imply 
however that the dynamic association 
between new radical popular development 
el tons and democratisation Ins ionic to a 
standstill It is true that the democratic 
politicisation ol grass roots development 
activism - within the tiamework ol many 
new and vaned interests conflicts and 
movements - is lagging behind It does not 
make full sense to the radical politic il 
institutions movements and processes which 
took shape during tht caiher struggles toi 
national independence and state kd 
development And it seems very difficult tor 
the new movements themselves to come to 
grips with But the loss ol momentum with 
the elections ol 1991 and 1992 in Kerala 
and the Philippines respectively is c urrently 
followed by at least somt further decentra 
hsation of government and authouty And 
although contradictory and carried out tor 
other purposes than those ot the leftists this 
may serve to widen the space lor local popular 
development movements - which may then 
have to emphasise democratic politicisation 
simply in order not to lose out 
However what will actually emerge from 
these and other tendencies remains of course 
to be examined in re-studies a tew years 
from now and to be compared with other 
movements in the very different case ol 
Indonesia 

(Concluded) 

Notes 

2T\ As mentioned in the initial footnote J am 
most thankful to all fnends cum colleagues 
political leaders and activists in Indonesia 
Kerala and the Philippines who in a spirit 
of mutual trust and interest m cnttcal ideas 
have spent a great deal of time in informative 
and exciting discussions with me 
During the second part of 1994 my main 
informants (including most of those 
interviewed) were provided with the final 
draft of the manuscript and encouraged to 
communicate comments and corrections 
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mm improving the analyses! 

A fow critical comments, however, have 
been impossible for me to adjust to: two 
notes by E M S Namboodiripad and one by 
K Vijayachandran. Hence I have instead, 
with their permission, quoted vital ports of 
their criticism <and my response to it) in this 
footnote. 

. I ThesaKentpoimsinKVijayachondnm’s 
extensive comments dated October 25.1994 
may be summarised by the following 
quotations: 

Tomquist firmly believes that the 
traditional left, the organised left or the 
political and mass organisations that use 
democratic centralism as a basic organising 
tool are, by their very nature, incapable 
of practising and developing democracy. 
For the author the failure of the traditional 
or the organised left is on already accom¬ 
plished fact of history, be it that of 
Indonesia. India, Kerala or even that of 
West Bengal 

Unfortunately he [Tornquist} has relied 
too much or even almost exclusively on 
PD literature and dialogues with PD 
activists for understanding and interpreting 
Kerala's polity. 

[T]hc political project fordemocratisation 
in the non-imperialist countries as 
envisaged by the author appears to have 
a singular objective: To replace the 
traditional left by the so called PD initia¬ 
tives. The PDs asserting their autonomy 
within the traditional left, hijacking and 
dismantling it from within or joining hands 
with the non-left after breaking away from 
the left in order to carry forward the pro ject 
fordemocracy arc, perhaps, seen as definite 
possibilities. And recent history has 
witnessed several such successful projects 
- in the USSR and in the East European 
countries. The monsters they have created 
out of the socialist societies of those 
countries with all their proverbial 
shortcomings are a far cry from any sort 
of democratic model that even the Next 
Left can ever imagine 
The paper makes some casual remarks on 
the success of the democratic decentra¬ 
lisation project implemented by another 
left ruled Indian state, the West Bengal, 
and draws comparisons with the Kerala 
expenencc. This has some relevance, but 
Tornquisf s main framework is global: he 
looks at Kerala's experience after Fixing 
it on a wider canvass alongside that of the 
Philippines and Indonesia. The author 
explains the rationale for choosing these 
diverse contexts for his project, but that 
is not much by way of explanation. As 
a matter of fact such explanations are 
hardly necessary. It is a very common 
pastime of western academics and their 
Indian counterparts to pursue comparative 
studies on Kerala economy and Kerala 
polity with reference to those of indepen 
dent nation states (...) Comp&rati ve studies 
across the Indian states (...) arc likely to 
be much more meaningful (.Even afteT 
five decades of Indian independence it 
appears that there is some son of scholarly 
inhibition on the pan of the West to accept 
the reality of Indian unity (...). 

2 EM S Namboodiripad first sent a critical 
note via K Vijayachandran (letter datqd 
November 12) I responded and suggested, 
publication of our different views. In anotMfc 
letter (dated December 24,1994), howevej; 
E M S Namboodiripad said he had only 
given his "preliminary comments in the 


easier note”. ^ am tftcref w tolfthg 
«y view in such a form as you can publish*. • 
In Namboodiripad’s second note some of 
his earlier points ate reformulated and some 
are excluded. The latter is done without 
further explanation - but I shall interpret it 
positively to mean that he does not want to 
pursue them anymore, and, hence, set them 
aside. 

The final note reads as follows: 

1 The term 'The Next Left' indicates that 
the earlier ‘Left* has ceased to exist or 
failed. 1 do not think that idea conforms 
to reality. On the other hand, I am of the 
view that the earlier (or as you call it the 
'traditional Left'. i e, the Communist Party 
in Kerala), is very much in existence and 
is playing its role m the development of 
society and politics in Kerala. Not only 
is it the leader of the major combination 
of political parties, the LDF, but hasbehind 
it almost ten million people organised in 
class and mass organisations of the 
working people The major opposition to 
the Left, i e, the United Democratic Front, 
headed by the Congress Party, is in 
shambles. This is the result of over half 
a century of sustained work. 

2 Efforts were in fact made by several 
groups to replace this traditional Left', 
all of which however have completely 
failed. The Naxalites of the 60s and 70s, 
for all practical purposes, exist no more. 
Another group which you thought would 
replace the 'traditional Left', the 
environmentalists, have, as you yourself 
have noted, thoroughly failed. Recent 
efforts to knock together a combination 
of caste forces has also failed. The very 
idea of trying to ‘discover’ new forces 
which prove to be the ‘Next Left’ is, 
according to me, futile. 

3 While I appreciate criticism, 
Namboodiripad’s and Vijayachandran’s 
questioning of the basic scientific 
consistency, and even of my concern and 
integrity, seem (o be based on a misreading 
of vital sections of my manuscript. In an 
unfortunate way, this may render discussions 
difficult about what I am sure my cntics also 
find much mure important, namely what one 
can learn from earlier successes as well as 
problems in trying to further improve popular 
political development project(s). Hence, let 
me do my hesi to clear away the 
misunderstandings. 

I am not comparing Kerala as a state with 
the Philippines as a country. In both cases 
I am, on the contrary, mainly comparing 
impressive local attempts to further improve 
radical popular movements by way of 
dcmocratisation from below. Moreover, 
while I share Vijayachandran’s wish for 
comparative studies across the Indian states. 
I find it equally important to compare similar 
attempts under quite different conditions. 

Vijayachandran is right in saying that 1 am 
making extensive use of PD literature and 
PD activists as my sources, but he is wrong 
when stating that this is "for understanding 
and interpreting Kerala's polity". On the 
contrary, if is because I really focus on the 
PDs. Consequently, I need to analyse their 
own understanding and interpretation of 
Kerala. In doing so. 1 want to give them the 
best possible chance to stale their aims and 
means before carrying out a critical analysis. 
Otherwise my analyses might be questioned. 
And to be on scientifically even safer ground 
I give priority to 'self-critical* evaluations 
by PD leaders - who could be expected to 
do their best to defend the policies - even 


,^whefc tfring to dtftmm cm problematic -qnd $ 
C unintended developments (see footnote*!). 
Both my critics say I take it for granted 
that the traditional Left has failed. 
Vijayachandran adds I "firmly believe" that 
the traditional Left "by fits} veiy nature is 
incapable of practising and developing 
democracy". Namboodiripad concludes by 
calling "the very idea" to look for something 
that might turn into the Next Left "futile". 

In accordance with the familiar jargon in 
these circles, the author has thus, as 
Namboodiripad’s put it in his early critical 
note, "no basic class standpoint from which 
to analyse socio cultural and political factors" 
and "by no means unconcealed prejudice 
against the independent class movements 
and party of the working class". 

However, I have, of course, never written 
that the traditional Left in Kerala ''by [its] 
very nature is incapable of practising and 
developing democracy". Rather I have 
repeatedly stressed (including in the present 
essay) that it is primarily the Left in general 
which has promoted democracy And my 
points of departure in terms of certain serious 
problems are no ideological statements that 
si mply can be rejected but based on extensi ve 
and usually well-intentioned research 
(including my own) - which, thus, any serious 
critic must examine and invalidate before 
rejecting. 

On the other hand it is true that l have no 
political ‘class standpoint* in my academic 
writing. That would be scientifically 
unfruitful. (Hence, I um only selecting my 
topics by distinguishing between politics 
based on the few endowed with private 
resources, and politics based on the many 
whose ability to co-opcrate and carry out 
labour is usually prevented - whereafter 1 
focus upon the latter.) I am also happy to 
confess not only making use of Marxist class 
analysis but also other analytical tools when 
appropriate. And us already indicated. 1 think 
it is essential to refer benevolently and 
generously the essence of the arguments put 
forward by the actors under review before 
evaluating them critically - to be as fair and 
effective as possible. So if my cntics mean 
to say that I should instead have evaluated 
the PD-approach from some kind of ‘correct’ 
class standpoint, then I strongly disagree. 

My critics claim that 1 envision and aim 
at studying (he replacement of the traditional 
Left by. as Namboodiripad puts it. ‘the 
environmentalists’ Thereafter they even try 
using my study to prove that ‘the 
environmentalists’ have 'thoroughly failed’ 
in taking over, just like the Naxalites. 

To begin with, however, I do not talk of 
Namboodiripad’s undefined ‘environ¬ 
mentalists' but of popular developmentalists 
or PDs, as defined in the essay. Furthermore, 
the PDs do not constitute a full-scale 
alternative to the traditional Left. 1 do not 
study them as such. And hence one cannot 
conclude from my writings that they "failed" 
in "replacing" the traditional Left. On the 
contrary, 1 try to analyse and discuss the PD 
attempts to contribute to and fiuther develop 
- not replace or destroy - a leftist project, 

1 do not even talk of any kind of faction but 
of ‘schools of thought*. And as repeatedly 
stated in the essay, the main reason for why 
I am studying the Left in general in Kerala 
is that I think it stood out for - and might 
continue to stand out for - one of the most 
impressive attempts in the entire world to 
further develop a leftist project. (Critical 
analysis, however, and I am sure we all 
agree, is absolutely vital to such attempts.) 
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DISCUSSION 


Minimum Asset-Based Ikx: A Critique 

Ajay Shah 


IN their article *A Minimum Alternative 
Asset-Based Corporate Tax for India' (EPW, 
July 13), Indira Rajaraman and TKoshy 
evaluate an asset-based minimum corporate 
tax They suggest that this tax would generate 
improvements m equity and efficiency, apart 
from revenue gams 

The union budget tor 1996-97 has 
announced a minimum alternative tax (MAT) 
based on book protits This is not the tax 
that Rajaraman and Koshy analyse To avoid 
contusion, we will use the term MAAT tor 
'minimum alternative asset-based tax' to 
differentiate it from the term MAT which 
genencally refers to any minimum alternative 
tax, even if it is not asset-based 
My treatment here is organised around 
four issues 

(1) An evaluation of the issue surrounding 
tax evasion and zero-tax companies 

(2) When the tax code is modified, the 
behaviourof firms will not stay constant 
In Section II, 1 explore the micro- 
economic optimisation that underlies 
the present tax regime, and qualitatively 
outline the incentive implications of the 
MAAT 

(3) I briefly touch upon the impact of a 
MAAT for macro-economic stabili¬ 
sation 

(4) The last section ties the above discussion 
with the MAT proposal that is in the 
union budget of 1996-97 

I 

Zero-Tax Companies 

The exploration of innovative methods in 
taxing corporations in India has gathered 
momentum in the last few years, mainly 
owing to the emergence of a sizeable 
population ot zero-tax companies i e, 
companies which earn substantial before¬ 
tax profits but pay no tax 
Implicit in the criticism ot zero tax 
companies is the suggestion that these 
companies aie obtaining low tax rates by 
violating laws The existence ol zero-tax 
companies which earn substantial profits is 
thus often viewed as a symptom of the 
widespread evasion of taxes in India 
Some tax evasion by companies m India 
undoubtedly does take place but there are 
legitimate factors at work as well There are 
special tax exemptions which have been 
granted to investments in backward areas 
and to exporters which generate reduced 
taxes Finally, an important factor underlying 
low tax payments is the role ot depreciation 


wnte-offs which accrue to firms in the years 
following physical Investments Rajaraman 
and Koshy mention this as the mayor factor 
at work in explaining the zero-tax puzzle 
If tax evasion is the major factorunderlying 
low tax payments by firms, then this is 
clearly a breakdown of the mechanism ot 
tax collection, and perhaps innovative 
alternatives need to be explored it it is felt 
that improvement of the mechanismsof direct 
tax collection is extremely hard If, on the 
other hand, it is depreciation earned through 
high rates of investment by firms that has 
led to low tax rates, then it is not a cause 
for concern 

This reasoning suggests the following 
testable proposition 

If low tax companies have a history of 
high rates of investment, and of a larger 
allocation of incremental funds into forming 
fixed assets, then the zero-tax phenomenon 
is i losely related to high depreciation write 
offs that accrue to high investment com 
pames 

It, on the other hand low tax companies 
and high-tax companies are similar in their 
attitude towards investment, then it is evasion 
that generates the zero tax phenomenon 

Empirical Examination 

To explore this question, a subset ot firms 
was isolated from CMIE's CIMM database 
These firms met the following three criteria 
(a) have a net profit rate in 1994-95 ot more 
than one per cent of sales, (b) are in 
manufacturing, and not in finance and (c) 
are observed in the database m 1992-93 
1993-94 and 1994-95 There were 1,725 
Firms which met these entena These were 
broken up into two groups high-lax firms 
where the average tax rate in 1994-95 was 
above 10 per cent and the remaining low- 
tax firms 

The properties of these two groups are 
compared m the Table These summary 
statistics reveal sharp difference between 
low-tax and high tax companies 
•Low-tax companies have had faster growth 
of GFA 

•They allocated a much larger fraction ot 
their incremental resources into asset 
formation around 65 percent of incremental 
resources in low-tax companies were directed 
to GFA addition, as compared with around 
40 per cent for high-tax companies 
•Low-tax companies pay out a smaller 
fraction of earnings as dividends as compared 
with high-tax companies 


^Finally, low-tax companies invested a much 
smaller fraction of their incremental resources 
into financial markets 
This evidence is consistent with the view 
that the low-tax phenomenon is primarily 
driven by depreciation which is allowed to 
be written off in the years following the 
addition ot physical assets 1 Further, these 
assets appear to have been primarily of the 
productive kind The value ot output ot the 
high-tax set rose by 36 9 per cent between 
1992-93 and 1994-95, while the value of 
output of the low-tax vet rose by 51 percent 2 

Implications 

Thus, the primary explanation underlying 
the 1,043 low-tax companies may be found 
in the high investment rates seen in the last 
tew years Rajaraman and Koshy observe 
that the average tax rate ot India's corporate 
sector dropped in the last two years in the 
light ot the above argument this should be 
associated with a sharp increase in corporate 
investment starting from 1992-93 onwards 
The final open question may concern the 
very depreciation regulations themselves 
The economic rationale underlying depre 
ciation provisions is above dispute so the 
only possible weak link can be the specific 
depreciation rates used Some evidence about 
the true economic rates ot depreciation is 
presented in Hulten and Wkotf (1996) and 
Jorgenson (1996) The consensus between 
the two articles which use different 
econometric techniques, tsquite remarkable 
It it turns out that India’s depreciation rates 
are out ot touch with reality and constitute 
a fiscal policy incentive for high investment 
rates, then there may be a case tor modifying 
them This can partly be done using similar 
econometrics applied to Indian data but in 
many cases the estimation results obtained 
in other countries arc probably very relevant 
for Indian conditions 

In all it does not appear that the low-tax 
or zero-tax phenomenon should be viewed 
os a breakdown of normal and healthy 
procedures of tax collection Instead, it is 
the natural outcome of an economic 
environment characterised by high rate', of 
investment If there was a regime-shift, and 
many firms become pessimistic about the 
future and invested less in physical assets 
then we would see a resurgence ot tax 
payments in the following years under the 
same tax regime 

II 

Incentive Implications 

In this section, we qualitatively explore 
the ways in which the present tax system 
(before the M AT announcement of theunior 
budget ot 1996-97) has shaped the behavioui 
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Tavls FnoiiSRTito oF Low-Tax vs Hj9n-Tax Comtanib 




Low-Tax 

High-Tax 

Low Tax 

High-Tax 

Growth in GFA (per cent) 

Uses of funds (per cent) 

18 75 

1666 

2890 

2077 

OFA 

65 08 

3903 

66 49 

44 08 

Inventories 

384 

1368 

8 62 

14 54 

Receivables 

17 42 

21 54 

14 54 

22 59 

Investments 

8 78 

1308 

720 

16 29 

Cash 

4 88 

1266 

3 16 

2 49 

Dividend payout (per cent) 

1861 

25 65 

18 77 

22 17 

Number of companies 

1043 

682 

1043 

682 


OFA = Gross Fixed Assets 


of firms* and the way a new tax regime 
would change the behaviour of firms 

Present Tax System 

One causal chain underlying the empirical 
results of the table could be as follows 
companies inherently son themselves into 
low-investment and high-investment 
categones and then the tax code generates 
low-tax rates tor high investment companies 
This chain ot causality ignores the tact that 
firms are optimising 

in a world with optimising tirms the 
introduction ol high income tax rates would 
give firms a powerful impetus towards low 
dividend payout rates, and high rates ot invest¬ 
ment which would be a method through 
which the effecti ve tax rate could be lowered 
In this sense the high investment rates seen 
amongst the low-tax companies are partly 
caused by the tax regime of high income tax 
rates coupled with depreciation write-offs 

Explorations of alternative tax regimes 
using historical data suffer lrom this Lucas 
Critique (Lucas 1976) problem Rajaraman 
and Koshy have an empirical evaluation ot 
three questions (a) the level at which the 
MAAT should be set (b) the possible 
revenues obtained from MAAT, and (c) 
transition probabilities ot aero-tax states 
The answers to all these questions arc 
obtained using firms observed under the 


•Reduced revenues from the MAAT as 
compared with the simulations ot Rajaraman 
and Koshy 

•Reduced economic efficiency m the usage 
ot cars that is generated by the problem of 
moral hazard in the car rental market Agents 
will drive at higher speed on bad roads in 
a rented car than in an owned car Agents 
will pay less attention to unusual sounds 
from a rented car than from an owned car 

Much more ambitious corporate re¬ 
structuring aimed at reducing the assets on 
* the books ot firms can be visualised, but the 
consequences are the same as the two points 
shown here 

A manufacturing company that holds 
substantial assets would do a de-merger into 
two parts a finance company that owns all 
the assets and a manufacturing company 
that rents the assets Finance companies 
would be exempt from the MAAT and pay 
no tax The manufacturing company would 
go back into the present strategy of high 
investment in order to obtain low-tax 
payments A few years later, when the assets 
ot the manufacturing company rise to levels 
that generate high MAAT, anotherdemerger 
would be done 

More generally, manufacturing com 
pames that do not do such demergers would 
avoid accumulating assets and pay high 
dividends Households would use those 


dividends to buy shares of finance companies, 
which would rent assets to manufacturing 
companies 

These are offered as obvious examples ot 
the tax arbitrage that can take place the true 
outcome will reflect the combined ingenuity 
of agents in the economy that far outweighs 
the foresight of this economist The basic 
argument, however, is clear (a) the simu¬ 
lations of Rajaraman and Koshy overe¬ 
stimate the revenue obtained from MAAT, 
and (b) the economy will suffer costs 
associated with tax arbitrage in response to 
the new regime 

Finally, to come back to incentives tor 
dividend payouts and investment to the 
extent that tax arbitrage is able to render the 
MAAT irrelevant, it would not hurt the basic 
incentives towards low dividend payouts 
and high investment rates that arc embedded 
in the present tax regime But to the extent 
that tax arbitrage is not able to prevent the 
MAAT from being binding, it would 
additionally geneiate higher dividend 
payouts and reduced investment rates 

III 

Asset-Based Tax and Macro- 
Economic Stabilisation 

The simplest form of MAAT uses a fixed 
percentage rate of return on assets one year 
at a time This MAAT has a weakness of 
not being sensitive to macro-economic 
fluctuations It would bind when the macro 
economy is faring badly (1 e, profit rates are 
low) 

A more complex form of the MAAT with 
carryforward provisions, may be required in 
order to produce a more optimal outcome 

IV 

MAT Announced in Union 
Budget 1996-97 

The MAT announced in the union budget 
1996 97 is not the MAAT that Rajaraman 
and Koshy analyse 


present tax regime When the tax regime is 
changed, firms will change their behaviour 
towards dividend payouts, fixed investment, 
corporate financing patterns, etc thus 
generating outcomes that are different from 
those predicted by the simulations 

Incentivf implk ations of MAAT 

The MAAT would generate a powerful 
disincentive to owning assets' Firms would 
try hard to obtain the use of assets without 
owning them 

We can visualise this in more detail using 
an example of one capital asset automobiles 
Once a MAAT is in force, firms would try 
to avoid owning cars since owning assets 
would be taxed Hence, renting cars would 
become much more common as compared 
with what it is today This altered behaviour 
would have two implications 
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The analysts of zero-tax companies 
presented m Section I bears equally upon 
this MAT as upon the MAAT - it suggests 
that there is no senous tax evasion problem 
with low-tax companies that requires remedy 
The incentive implications of this MAT 
are not as profound as the incentive 
implications of the MAAT it reduces 
incentives for firms to pay low dividend 
rates and invest at a high rate Before this 
MAI was introduced firms would try to 
invest at high enough rates to drive down 
their tax liability to zero Now, tax 
optimisation will only drive firms to invest 
at the rate required to make t he M AT binding 

V 

Conclusion 

The presentation above has highlighted 
some economic arguments which bearagainst 
the MAT 01 MAAT proposals 
More generally, the corporate tax is itself 
a fundamentally flawed idea in public iinance 
The best mode of tax collection is one where 
individuals are taxed and coalitions ot 
individuals such as partnerships, clubs co 
opeiatives limited or unlimited liability 
firms, etc, aie not penalised bv double 
taxation In this sense the corporate tax 
itscll should not exist only a personal inc ome 
tax should be levied 
Taxing firms (and the minimum alter 
native lax proposal) is an attractive option 
in the sense that it will obtain substantial 
revenues tor government Thi s i s a soft option 
in terms of obtaining a political consensus 
as compared with difficult challenges 
such as altering the expenditure patterns ot 
government or taxing individuals The 
woikot Rajaraman and Koshy, and the 
arguments presented here, should help in 
bringing economic rationality to the fore in 
this debate 

Notes 

|1 am grateful to T Koshy and Indira Rajaraman 
who are the main reason why I started thinking 
about the MAT ] 

1 Io the extent that tax incentives for exports 
and for investment in backward areas have 
generated low effective tax rates the results 
of the Table are an incomplete depiction of 
the extent to which tax evasion is a poor 
explanation of the low tax phenomenon 

2 Rajaraman and Koshy emphasise the role of 
MAAT in improving the efficiency of 
investment as opposed to the risk of inefficient 
asset formation motivated by tax arbitrage 
In our empirical analysis (not shown here) 
there is no senous difference between 
incremental capital/outputratios between these 
two groups 

* One complexity concerns the measurement of 
asset value Many firms in lndta own assets 
where the book value is well below the market 
value Ideally the MAAT should be applied 


on market value In India, die MAAT would 
generate two effects (a) higher tax rates upon 
young companies as compared with aid 
companies, and (b) a powerful disincentive 
against doing revaluation of assets the 
procedure through which accounting data at 
the firm level is brought up to date with 
contemporary market prices 
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SHY AM SUNDER’i article on issues 
leading to strikes (EPW February 24) 
requires a careful scrutiny since it is broadly 
based on his research studies at micro-level 
His presumption that statistics ot political 
and sympathetic strikes are excluded is not 
correct It appears that he could not lay his 
hands on that portion ot the publication in 
which these statistics are published separately 
to avoid mixing with other strikes The 
author s inference that the methodology 
adopted by the Labour Bureau is subjective 
as well as his doubt whether state 
governments carry out its instructions are 
erroneous It may be pertinent to mention 
that it is neither subjective nor based on any 
assumptions As a matter ot fact these 
statistics flow to the Bureau from state 
governments as a by product of 
implementation of the labour laws by the 
state authorities who have all powers and 
resources to probe and dig out causes leading 
to an industrial unrest Ihe state labour 
authorities are co-operative and have been 
sending the desired statistics as per our 
instruction/requircmcnts from time to time 
It would have been better had the author of 
the said paper come out with some concrete 
suggestions instead ot indulging in such 
frivolous comments His opinion that Labour 
Bureau should have included indiscipline 
and ’violence* in 1968 or at least when 
‘ghcrao movement started, is self¬ 
contradictory The cause group ot 
’indiscipline and violence was already 
included in the list ot causes way back in 
1968 and thereafter in 1991, these were 
reported as separate causes due to rapidly 
changing industrial climate m the country 
His argument on discarding indiscipline and 
violence being controversial categories 
cannot be accepted as there is a lot of reporting 
about these from the state governments His 
assertion that the classification of causes 
suffered from limitations solar as researchers 
are concerned, is not tenable Inclusion/ 
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exclusion and reclassification of causes is 
done by the Labour Bureau from time to 
time on the basis of empincal data of the 
past years It is not possible lor the Bureau 
to identity and (lassity the causes suiting 
exactly to the requirements of the researchers 
They can merge cause groups having luw 
percentage of disputes according to the* 
intensive study on the subject As regar is 
the more number ot categories ot the broad 
cause group than IJK we would like to ma‘ e 
it clear that the Bureau has already a broadei 
cause group than UK conforming lo the 
international standards He also should have 
put forth his prudent suggestions it li 
considers the present classification here 11 
of a meaning Hisallcgationthatann labour 
measures of the government form component 
of others is not correct Sirikcs/bandhs ft 
such matters are presented separately unde 
’political strikes Reshuffling should a!lo\ 
tor continuity otherwise it would not allow 
comparison over time As far as clubbing 
of safety measures with service conditions/ 
standing ordcrs/rulcs, etc is concerned n 
seems that he has not rightly understood tl 
problem The lact is that salety measures art 
included m the standing orders by tf 
establishments where do s” and 1 don i 
are specifically indicated It was done wi 
a view to contain the list of issues as th 
number of cases is not significant As f« 
as clubbing of suspension’with changed, 
manufacturing process’ is concerned, it is 
surprising that he could not follow such 
simple issue The word ’suspension’ in the 
cause group ot suspension/change ol 
manufacturing process obviously relates to 
the 'suspension ot the manufacturing process’ 
and not to the suspension ot personnel* 
The Bureau would always welcome 
healthy criticism and suggestions, if any, for 
further improvement in reclassificatio 
provided it is based on strong plausih 
reasonings and logic and not barely on st 
thoughts 
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I in mutual funds and securities are subject to market risks and the NAV of schemes may go up or down depending upon the factors and forces affecting f he secur *>e« 
ice is not a guarantee of future result* US 64 *s only the name of tne Scheme and does net in any manner nuality of the Scheme its future prcspects or *jrrs 
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